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COUNCILMAN OH: At this time,
1*d like to call the hearing of the
Committee of Global Opportunities and the
Creative/Innovative Economy to order and
ask the Clerk to read the title of the
resolution.

THE CLERK: Resolution 120128,
authorizing Council®s Committee on Global
Opportunities and the Creative/Innovative
Economy to hold hearings to investigate
how to fully take advantage of global
opportunities and the creative/innovative
economy to spur economic development in
Philadelphia by increasing overseas
Iinvestments, incubating technology and
innovation, encouraging creativity, and
attracting and retaining the workforce to
create good-paying, family-sustaining
jobs with benefits and improve the
quality of life for all residents of
Philadelphia.

COUNCILMAN OH: Thank you very
much.

At this time, 1°d like to
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introduce our Co-Chair for today"s
hearings, State Senator Michael Brubaker,
who chairs the State Senate®s
International Commerce Caucus, and he is
joining us today to have a joint hearing.

SENATOR BRUBAKER: Councilman,
thank you very much. 1t"s a real
distinct honor and a privilege for me to
be here in the City of Philadelphia with
you. International commerce and
international business and breaking down
the walls of international relations is
something that is extremely important to
me personally. [I*m thrilled with the
infrastructure that the Commonwealth of
Pennsylvania has in place today. And
even though 1 believe we"re the best in
the nation, the Commonwealth of
Pennsylvania i1s, at reaching out to our
international partners, 1 still believe
we can do i1t better.

So, Councilman, I want to give
you a lot of praise and credit for these

two days of testimony. It"s packed full
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of experts.

Personally, 1°d like to
learn —- 1°d like to hear some of what
we"re doing well, but I believe,
Councilman, that 1 share your view. We
want to hear what we can do better. We
want to identify the barriers that are iIn
place, governmental and private-sector
barriers, and attempt, the best we
possibly can, to melt those barriers down
so that this international business
opportunity that all of us have continues
to grow.

United States of America is
only four percent of the world"s
population, and many of our businesses
want to do business and many of our
Iinvestment communities want to make and
receive investments internationally with
the other 96 percent of the world®s
population. This iIs very, very important
in a shrinking world that we have today.

So, again, Councilman, thank

you very much for your vision, and 1 look
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forward to working closely with you.

COUNCILMAN OH: Thank you very
much, Senator.

Ladies and gentlemen, today
over half the world®"s population lives in
cities, and this population accounts for
over 80 percent of the world®s GDP, or
gross domestic product. In this regard,
cities are competing with each other for
skilled, talented workforce, capital
investments, and other types of
opportunities to grow both their economy
and provide a good quality of life for
the citizens that they attract.

Philadelphia i1s America“s fTifth
largest city. We are also America“s
sixth largest metropolitan statistical
area. And we have a lot of great things
going for us, but we also have
challenges, and i1t iIs in addressing these
challenges that we"re holding these
hearings, how will Philadelphia compete
in a global economy, how will we improve

the economy, what can we do to ensure
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that our city i1s not left behind but
instead i1s a leader in both our regional,
national economy, and the international
economy .

I*m very grateful to have
Senator Michael Brubaker here, because
there®s little we can do if we"re talking
about comprehensive strategy on growth
without state authorization, enabling
legislation, and financial support, and
we have to ensure that we are working
hand in hand with our Harrisburg
Legislature.

Over the next two days, we“re
going to have expert testimony, which 1is
representative of our city and the people
who are involved In both governing it and
ensuring that our economy iIs growing and
that our city i1s prosperous. This is not
meant to be exhaustive. It"s
representative. And because we have a
very tight timetable and we want to get a
very good overview, what we"re going to

do is provide the opportunity for our
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witnesses to give five minutes of
testimony, followed by 10 to 15 minutes
of questions by our Committee. And I
will try to ensure that we stick with
time so that we can have everyone speak.

I would like to thank everyone
for their participation, and we will
start.

Clerk, would you please read
the title of the resolution -- I"m sorry.
You did do that. Well, thank you very
much. Would you call the first witnhess.

THE CLERK: Professor Robert
Inman of University of Pennsylvania; Dan
Fitzpatrick, Citizens Bank. Would you
come to the front.

(Witnesses approached witness
table.)

COUNCILMAN OH: Professor
Inman, Mr. Fitzpatrick, thank you very
much for coming. We"re going to have
your testimony both, followed by
questions from our Committee.

You are actually being recorded
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by our stenographer and broadcast. So
please rest assured that what you say is
very important. It is being broadcast,
and 1t will be used for any steps that we
take In the future.

Thank you very much. Would you
proceed, Professor.

PROFESSOR INMAN: Absolutely.
Councilman Oh and Senator Brubaker and
members of the Committee on Global
Opportunities, thanks for this
opportunity to share my thoughts on a
possible strategy for taxation in
Philadelphia as we seek to become a more
competitive location in the global
economy .

It is safe to say that no city
has a guaranteed competitive advantage in
today®s economy. The days when a good
location alone was sufficient to ensure
the long-run economic competitiveness of
any city, state or nation are now long
past. 1 have been noted iIn the newspaper

that Dubail is constructing ski slopes.
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So 1 think that®"s a pretty good
indication of what®"s happening.

What determines the economic
success of cities -- more generally, also
the City and the region -- 1is its
environment for doing business and the
talents of its residents in providing the
skills that those businesses require.
With respect to the talent, Philadelphia
has an established advantage at the
moment. Because of our outstanding
universities and medical centers, we are
rightly seen as one of the world"s
leading training, research, and
consulting centers in the fields of
healthcare, bioengineering, law, and
management. We can build on this
advantage. To do so, we must provide an
environment that protects this human
capital and encourages the innovation
products and future businesses that arise
naturally from this deep research talent.
The environment must be one that is safe

and attractive to city and regional
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residents and allows new start-up
businesses to emerge and grow. City and
regional governments play a central role
In creating this environment.

What 1°d like to do is speak
directly to the tax issues. I"m sure
you"ll get a lot of suggestions, but I°11
focus my comments on taxation.

What 1°ve done i1s try to
summarize my thoughts in terms of five
rules. 1 hope they"ll be fairly easy to
understand, and I*m delighted to provide
deeper background on any of these rules,
but let me begin quickly.

Rule No. 1 for economists is,
tax 1t where 1t lives, not where it
works. Resident taxation for residential
services are appropriate; that i1s, tax
it, the residents, where they live. And
Rule No. 5 will expand on this point.

Business taxation must be
designed with care. Both labor and
capital hired by City firms have

opportunities to work elsewhere,
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particularly the highly productive
skilled workers. Taking these mobile
Iinputs -- taxing these mobile i1nputs will
require compensating Increases In wages
or returns 1Tt those inputs are to stay
within the City.

What taxes violate this rule?
A tax on non-resident employee wages. A
commuter tax is a tax on mobile city
labor. A property tax on the value of
firm equipment and firm structure iIs a
tax on mobile city capital. Because of
backward shifting of City taxation onto
firm costs, profits of firms decline.
More directly, the gross receipts tax; in
particular, as i1t burdens even small
firms without profits, and a profits tax
reduce the rate of return to City firms.
As a consequence, firms then leave the
City. My research finds significant
adverse effects of commuter taxes on City
employment in Philadelphia and the
significant negative effects of property

taxation and gross receipts on Investment

11

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

firm sales and ultimately real estate
values iIn Philadelphia. Colleagues have
found similar results in New York City,
Minneapolis, and Houston. To be sure,
commuters should contribute to the cost
that they impose on city budgets for the
use of city roads and protection, and
businesses should pay the marginal cost
of the services that they consume. But
rather than a general tax on commuter
wages or mobile capital, the City should
use targeted taxes and fees. Taxes on
City garage parking, for example, during
peak work times is one alternative, as
are increased City fees for services
provided directly to business.

Finally, consistent with the
rule that taxing assets where they live,
a land tax should be considered as a
possible alternative for the taxation of
business.

Rule No. 2: Avoid tax
uncertainty. Businesses face uncertainty

from a variety of outcomes, and tax
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uncertainty is clearly one that the City
can do something about. A clear and
well-articulated tax structure removes a
source of this uncertainty for firms,
making the long-term investment decision
much more direct and manageable. This
recommendation speaks to the need for
stability in tax rates and the need for a

well-protected "‘rainy day fund,' as we
found out over the last recession,
perhaps as much as five percent of City
current expenditures as an insurance
against significant downturns in the
local economy.

Rule No. 3: Even small tax
changes can make a big difference.
Beginning in "95, the City made a
commitment to a steady path of reductions
in the wage and gross receipts taxes. In
any one year, those reductions seem quite
modest, but the effects accumulated to a
significant reduction, and just as

important by Rule No. 2, they provided

tax stability. [1°ve estimated that the
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impact on City job growth over a
five-year window when the analysis was
done was to save or add to the City about
30,000 jobs, roughly 5,000 jobs a year.

I might just simply add that
the City was losing over this time about
10,000 jobs. So we were essentially,
with the tax structure, saving ourselves
at least half of those losses.

Rule No. 4: The City and the
surrounding counties must work together.
Two economic facts are clear from
economic research that has been done
lately on economic development. First,
the relevant production space is not the
country or the state, but the region.
Second, a dense production center, an
idea center, if you will, for historical
reasons, often the City"s central city in
the region, iIs essential to an
economically competitive region. Regions
are needed because land i1s needed for
residents and manufacturing, and cities

are needed to reap the full advantages of
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proximity, what economists have called
agglomeration economies. Tax policies
that allow for the efficient location of
economic activities throughout the region
will benefit regions -- all members of
the region together.

In research examining the role
of welfare financing for the Philadelphia
area -- Philadelphia, as you know, iIs a
county -- 1 applied the same financing
system that"s used for Allegheny County,
with Pittsburgh as its central city, and
found that under that alternative scheme
of financing involving Bucks, Chester,
and Delaware and Montgomery Counties, we
could increase the value in the region as
a whole, both within the cities and the
suburbs, by perhaps $2.2 billion.

The rabbit in the hat is the
improved efficiency of the City"s
economy .

Rule No. 5: Every dollar paid
Iin taxes must generate a dollar or more

of compensating benefits. Just as
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customers will not buy a firm"s product
unless the benefits justify the price, so
too will residents and firms not living
within -- will not live within a city
unless the service benefits are
justifying the taxes paid.

Philadelphia loses residents
not because we use the resident wage tax
or a residential property tax -- remember
Rule No. 1, tax i1t where it lives -- but
rather because the benefits of living iIn
the City may not justify the level of
taxes paid, an important way Rule 5 is a
corollary to Rule No. 1. For residents,
good tax policy means good service
delivery at competitive costs.

To summarize, the City of
Philadelphia, as an economic enterprise,
exists In a competitive world. We"re
blessed with a history of outstanding
research universities and medical
centers, but we"re hardly unique in that
regard. Baltimore, San Francisco,

Boston, Pittsburgh, London, Paris are
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equally as advantaged. We need to ensure
that our economic endowment remailns
attractive to labor capital and residents
as we go forward. Offering two
guidelines: First, businesses and
commuters should pay for the services
they receive through user fees and land
taxes, but no more; and, second,
residential wage and property taxes must
provide quality services whose benefits
exceed the cost.

Returning to our history of
planned reductions in the commuter wage
tax, the gross receipts tax, and ideally
too the profits tax will provide
important signals to firms within and
outside the City that the City government
Is committed to their success. Fairness
and efficiency in residential property
taxation and efforts to provide quality
services at competitive costs tell our
residents much the same story.

The test of any good economic

argument, as my wife says, is that I can
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explain it to a non-economist. She is
very patient with me as I try to explain
all this stuff. 1 hope my comments today
have met that test, and thank you again
for the opportunity to speak before you.

COUNCILMAN OH: Thank you very
much, Professor.

We will now go to
Mr. Fitzpatrick, but before we do that,
1*d just like to acknowledge that
Councilman Bobby Henon has joined us, and
over the course of our hearings because
the Councilpeople are very busy, they"ll
be coming in and out.

So with that, would you
proceed, Mr. Fitzpatrick.

MR. FITZPATRICK: Sure. Well,
first 1°d like to thank you, Senator
Brubaker and Councilman Oh, for your
leadership. 1 really applaud this really
critical exercise. The bottom line is,
we have a great city here in Philadelphia
and there really are tremendous

opportunities for growth if we embrace
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these opportunities.

111 explain first my role at
Citizens Bank. 1°m the State President
for Pennsylvania, New Jersey, Delaware,
and we"re on the Mid-Atlantic section of
the country from our commercial business.
So | see a broad swath of this part of
the country, from New York City through
Baltimore and DC and able to compare
notes. | spend a lot of time iIn
Pittsburgh as well as Philadelphia, but
I*m based here. [1*m a Philadelphian
based at the Comcast Center. But that"s
the perspective that I bring. And
clearly you have a very esteemed list of
leaders who are going to present to this
Committee and these hearings who are
going to provide lots of great facts and
figures, as the Professor has. 1°11
touch on a few of the broad themes which
I get from dealing literally with
hundreds and thousands of companies in
Pennsylvania and literally hundreds in

the City of Philadelphia and what we hear
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as direct feedback from those companies.
And, again, these broad themes include
obviously our leadership in our eds and
meds. Obviously education and medical
science is outstanding. But we really do
need to diversify and expand our
strengths. Things like distributed
networks will decentralize delivery for
cost management within the medical field,
and everybody is trying to drive those
costs down, and clearly what we see
across all lines of business is the
pressure on higher ed costs the ability
of affordability and ultimately if we
have 100 institutions today, will we have
100 ten years from now, 15 years from
now?

So 1 think it"s really
incumbent upon any regional economy in
any city to diversify your economy as
best you can. And the good news in
Philadelphia, we have some core
competencies from which to build upon,

and, again, we want to continue to
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facilitate and grow our eds and meds. We
treasure them. You don®"t want to lose
them. We need to cultivate that, but,
again, we can look to expand based on
that.

What are those other industry
opportunities that play on a lot of those
competitive strengths? Energy, both
green and conventional energy, and
advanced manufacturing are other
opportunities to expand economically.
Both require the same kinds of tech
transfer that you have in life sciences.
So that core competence 1s great
engineering programs.

Great mathematicians that are
being produced at Temple and Penn and
Drexel are just as applicable iIn the
chemical sciences as they are in the life
sciences. And, again, that"s -- our
region remains one of the global leaders
in specialty chemicals. We have the
Chemical Heritage Institute at 3rd and

Chestnut celebrating the fact that the
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chemical i1ndustry globally emanated from
Philadelphia and still has strong roots
and strength in Philadelphia. So, again,
the same core competencies can go across
other manufactured goods beyond life
sciences.

The bottom lime too within life
sciences, medical devices. That"s
another great opportunity for
manufacturing that can work here,
because, again, i1t"s that same technology
about how do you find the cures to these
diseases. Oftentimes the delivery of the
medicine, the therapy, is just as
difficult as finding the cure to the
disease. Again, the kind of devices that
you need combining those life science
skills with engineering skills and, as
you talk about, when you®re going in for
any medical procedure that"s life
threatening or life preserving, you look
for either GE or Siemens. You"re not
looking for some brand made in China or

other places. So, again, that higher,
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the most advanced forms of manufacturing
tend to be done in the U.S. or Western
Europe, and the point is, Philadelphia
can be just as competitive in that space.

I say why manufacturing? Well,
the bottom line for manufacturing is,
transportation is one of the major costs
of any manufactured goods right now. So,
therefore, our proximity to key end
markets, coupled with automation and
manufacturing and very cheap energy,
really has recast Pennsylvania and
Philadelphia as a competitive location
within the manufacture. Again, we"re
seeing i1t literally week in and week out.
We have many companies that are
multi-national in nature that are pulling
production back from places like France
and saying, You know what, we can do it
better and cheaper in Pennsylvania.

So these opportunities are
there. They"re very real, and, again, |
think this iIs a great -- this hearing 1is

a great start in trying to discover what
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those opportunities are. And, again,
you"ve got so many great experts to
comment in very specific terms.

The bottom line, this higher
value in specialty manufacturing creates
opportunities for international export
from Philadelphia and Pennsylvania.
Literally we see i1t every day. We bank
companies that are manufacturing iIn
Philadelphia who are exporting to China.
Again, 1t"s the quality of the component,
the iIntegral nature of that component for
a very high-valued product. The
reality -- and this isn"t -- some of this
iIs bending metal, good old-fashioned
industries that are being done very well
in Philadelphia. So, again, we see this.

And then, of course, obviously
proximity. Given our proximity to New
York City and Washington, DC, coupled
with our arts and culture, the
concentration of higher education that we
have, and really the good quality of life

combines to make us a very viable
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relocation target. 1 know Tom Morr will
have plenty more to say about that. But
really we are very attractive to
international businesses If they“re
looking for a location in the U.S.

As 1 said, 1 travel throughout
this Mid-Atlantic region quite a bit, and
in Albany, you have IBM and Siemens
combining for the nanotechnology center
in suburban Albany. The number one
challenge they face is, they“re trying to
attract world-class scientists from
around the world, but then they®re going
to suburban Albany. Well, a lot of these
folks, they don®"t drive cars. They"re
used to growing up in European cities,
where they walk to a good restaurant for
a good meal and they"re close, they“re
concentrated to other colleagues iIn their
field. That"s what they want.
Philadelphia has what they want. It"s
just that opportunity of developing those
plans and creating those financial and

economic incentives to do that. So,

25

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

again, just one case in point.

But what are the impediments
that we have? And taxes are always
raised. You"ll hear -- I know Mike
Pearson from United Packaging testified
earlier. 1It"s about relative taxes. The
bottom line is, we“"re competing globally.
We compete as regions. We compete as
cities versus regions, and obviously in
relative terms, taxes tend to be higher
in Philadelphia relative to other
locations, and of course 1t"s the nature
of the taxes, as the Professor just
articulated.

The regulatory environment has
to be business friendly. |1 think there"s
a lot where you send signals with
different -- a lot of laws that don*"t
become law, but they"re proposed, whereas
trying to micromanage a business. And
that"s the kind of uncertainty that is
created that will scare off a business
that"s making the choice whether they

relocate in the City of Philadelphia or
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in a suburban location or a different
region altogether. So 1 think we have to
have a regulatory environment that®s more
conducive to growing business,
encouraging businesses to come as opposed
to putting up a warning sign, kind of
business beware.

And then quality of the
workforce. What"s really interesting is,
we talk a lot about taxes and regulatory
environment, and they“re all really
important issues, but as | talk to
businesses iIn the City of Philadelphia,
they want to be in the City of
Philadelphia. They"ve traditionally been
here. What they value i1s the available
worker pool that we have. However, the
skills gap is very real and needs to be
worked on. You can tell a lot of stories
of having to hire ten candidates to get
the one that works out in the long term
for their firm. But, again, there®s a
lot of good work being done in the City

on that front, what Mark Edwards is doing
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at Philadelphia Works, the additional
investment we"re doing in career and
technical ed at the School District of
Philadelphia and Philadelphia Academies,
Inc., creating for young people, high
school grads that are able to have the
skill set to function iIn manufacturing in
a very real sense. And, again, 1 think
that workforce, quality of the workforce,
and our need -- and i1t"s one of our focus
points as Citizens Bank in this region --
is all about workforce development,
because I hear the same issues iIn
Pittsburgh as 1 do in Philadelphia.

So, again, the jobs are there.
We know there®s plenty of jobs there. |If
we can provide those additional skill
sets, | think we really can use that as a
strength. And 1 think that®"s the beauty
of all these impediments that we"ve
talked about are within our control and
really do represent opportunities for
Philadelphia to achieve the economic

growth and the greater job creation,
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which we all want.

So thank you for the
opportunity to present.

COUNCILMAN OH: All right.
Thank you very much. We"re now going to
have some questions. 1°m going to start
off, but I*d just like to say that
because we have taken both our witnesses
kind of out of turn because they-“re
gracious enough to come, what 1°d like to
do is, respecting your time, we would
start with Professor Inman, then moving
to Mr. Fitzpatrick.

Under the situation that I™m
faced with to make sure that we"re within
the laws and rules of City Council, our
Council Committee will ask the questions
first and then our Co-Chair, Senator
Brubaker, will finish up.

And 1 would like to note that
Councilman Squilla 1s here participating.

So for Professor Inman, we®"ve
heard your principles and I have read

them in writing. You and I have had
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discussions, and 1 know that you are
coming from an economist®s point of view,
but could you apply them to the current
tax situation in Philadelphia, being that
we have a real estate tax, we have a lot
of property that is not taxable, we have
wage taxes, which have gone up since 1970
but are starting to come down. What are
we doing wrong from a theoretical point
of view?

PROFESSOR INMAN: Well, 1 think
the biggest concern that 1 have is
perhaps most of all the gross receipts
and the commuter tax. Those are the two
that, from our analysis, seem to have the
biggest impact on decisions of firms to
locate.

The commuter tax sounds iIn some
ways perhaps like allow me free money to
some extent, but It"s not. A suburban
worker with an option to have a
comparable job in the suburbs will say to
their City employer, You want me, you"re

going to have to pay me the 3.5 percent
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commuter tax and a higher wage that"s
going to be equally as attractive. So
those taxes get shifted back onto
business as a labor cost. And then,
secondly, the gross receipts tax as it
particularly hits sales rather than
profits.

Both of these taxes are going
to be burdens for just, I think, the kind
of firms that we"re hoping to attract;
namely, 1dea firms. They tend to be
labor-intensive firms. The notion that a
typical firm has a blast furnace and a
big piece of equipment simply isn"t true.
You just put the computers and the test
tubes in the back of a truck and you
drive to the suburbs and do the same
thing.

I think the big advantage that
we"ve got, at least In a very personal
and obvious way to me, is the Drexel,
Penn, Jefferson, Temple nexus of
exceedingly talented researchers who are

coming up, as was mentioned, with
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terrific 1deas that have real commercial
opportunities. They start those i1deas in
Philadelphia. 1 want to walk five, six
blocks to my lab doing the commercial
developments. But once those ideas get
going, where do they end up being
produced? And I think that"s the
question that we want to address iIn some
way -

So what starts off as a good
idea and a Philadelphia-specific idea
ends up being a production process that
IS either iIn the suburbs or in another
region altogether. So 1 think those
taxes that get shifted back on to new
businesses, small businesses and hit
particularly labor-intensive activities,
high labor skill activities are going to
be the ones that are going to be most
sensitive to the tax structure.

COUNCILMAN OH: Thank you.

Now, regarding the land tax
that you talked about, provided that, for

example, we would be able to deal or
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think about kind of more of a land tax
based on state law changes, how would
you -- would you find that that would be
beneficial or detrimental to a large
non-profit entity such as one of our
major universities If they were able to
reduce their wage tax but had to pay
somewhat of a profit tax, half going to
the City, half going to the School
District? Would that be better or worse
for them, in your opinion?

PROFESSOR INMAN: Well, 1 think
from an economic point of view, 1 will
argue as a member of the Penn faculty
that the University®"s interest and the
City"s interest should be closely and
directly aligned. So anything that helps
the City be a stronger economic center
allows us to attract the quality of
faculty that we want to attract. And I
can®"t help but reinforce this comment
about Europeans coming to Philadelphia or
Albany to work. When we recruit faculty

from France and England and Germany, they
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will not -- and we say, We"ve got
terrific suburbs.

They go, I"m not living in a
suburb, you know. I want to walk to
things.

And so I think anything that
strengthens the City is going to be to
Penn®s, Drexel"s, Temple®s, Jefferson®s
advantage.

Now, Ffor specifically the
question that you asked, my feeling is, |
pay a dollar to the City out of one
pocket or another pocket. 1 don"t really
care which pocket 1t*"s coming from. |1
think the issue is going to be ultimately
the aggregate burden that gets put on the
non-profits. And i1t"s clear, | think,
from the work that we"ve done that the
wage tax does get shifted back to the
non-profits.

Now, I will confess, Bob Inman
pays the wage tax. Bob Inman wants to do
research. He wants to be at Penn. |IT I

walked into my Dean and said, Gee, give
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me another three percent pay iIncrease
because of that nasty commuter wage tax,
he*d say, Get out of my office, I got
you, you"re staying here no matter what.
And he"s right. But my secretary, the
lab technicians, the folks who have
opportunities to work in the suburbs,
those folks really do get an appreciable
wage iIncrease because of the commuter
tax.

So the University"s wage bill,
in some fundamental sense, Is higher
because of the commuter tax. So at the
risk of overcommitting myself, 1*d be
happy to walk you to the President”s
office and say if you can do a horse
trade that lowers the commuter tax and
thinks about a land tax and it"s a
break-even dollar proposition, 1 think
you"re doing the City a favor.

COUNCILMAN OH: All right.
Thank you very much, Professor.

Is there anyone on the

Committee, any of the Councilmembers,
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that would have questions?

And 1 would note that
Councilman Brian O"Neill is here as well.

Councilman Squilla.

COUNCILMAN SQUILLA: My
question is more with the working pool
that"s out there, and you say that maybe
not the lack of talent, but I guess the
lack of skilled people. What do you
think as a city that we could do to
promote to make this better and easier
for when people come iIn, they don"t have
to go through 10, 15 people to get one?
What do you think we can do?

MR. FITZPATRICK: As we"ve
studied the issue, 1 think a lot of It is
around -- in the high school level,
saying that career and technical ed being
better, more applicable, more relevant.
Career and technical education I think is
important. Generally you hear a lot of
criticism that the current career and
technical ed is 20, 30, 40 years old as

far as what the new skills are. As
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Professor Inman mentioned, and we talked
about the highly automated nature of
manufacturing, the challenge you have
with manufacturing is, manufacturing 1is
thriving. [It"s just that i1t only needs
one worker where i1t used to need ten, but
what the work is, it is about usually
running quality control, which Is running
a computer at the scene. It"s not -- a
high school degree would be terrific, but
what are those skills? They"re very
basic computer skills. Then 1 think the
rest is a lot of basic reading and
writing skills, which are critical, and
just doing a better job on that front.
And one of the things i1s around
responsibility. There®"s a lot of
feedback. Just make sure that part of
being a good worker, showing up and
positive attitude. So I think it"s a lot
of teaching getting that work experience.
That"s where we"re very big advocates for
internships in high school, introducing

the work world to high school students as
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early as possible, trying to do it by
sophomore year in high school, because a
lot of this iIs just realizing what does
It mean to be professional as well as
those basic skills.

COUNCILMAN SQUILLA: So you
think the companies would be willing then
to have -- because that"s what I was
getting to next -- internships and
avenues where they could actually go from
high school to a work facility to see how
it 1s and get an idea of what you really
need to be able to be successful iIn that
type of business? But that®s something
that you would promote from the business
side.

MR. FITZPATRICK: Absolutely.

I think that"s consistent with what the
Greater Philadelphia Chamber of Commerce
has been advocating for with an average
about 1,100 summer internships to augment
what the City has done, but it really is
of critical importance. And, again, the

challenge becomes getting the network
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connected to -- because the other thing
we didn®t talk about within manufacturing
firms, probably most of the manufacturing
firms are 40, 50 employees. They"re not
the 2,000 employee firms based in Center
City Philadelphia. So getting the
internship down to that level. And 1
think there®s a lot of work being done
with the Workforce Investment Board is
getting focused there, and the reality is
that college is terrific, but not
everyone needs a degree to be successful.
And 1 think average wages for
manufacturing in the City of
Philadelphia, I think it"s $50,000, plus
benefits on average. Lots of them are
higher.

So 1 think that there are
opportunities, but getting that network,
that infrastructure there. |1 think also
what most businesses would say, they-"d
love to be doing the training, be active
in the training, because they know what

skills they need, and really to be a
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collaboration between business and the
providers of the training.

COUNCILMAN SQUILLA: 1 think
that"s 1mportant, because during our
Education Committee, obviously we look
for different i1deas to get these kids
ready and willing to work or can we
partner with the business community to
come in and come up with ways that we
could actually get our people and our
children ready to go to work right after
high school if they®"re not moving on to
college. So maybe in the future, we
could even reach out to you and others to
come up with some ideas of how we could
coordinate these, even to make them
better if they"re started now, to
actually improve them to get to a point
where you don®"t have to go through 10,
12, 13 people to grab one person, and you
know that you"re going to be able to get
some quality people right out of high
school to go to work. So I think that

also should be our goal from this, even
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work with the Education Committee to make
that happen.
MR. FITZPATRICK: That"s right.

And 1 think that practical work

experience too tied with -- so many of
us -- | speak for the Citizens Bank
perspective -- very aggressive, generous

tuition reimbursement. And at this
point, we"ve got, just the City of
Philadelphia alone, probably 40 openings
for bank tellers right now. They come
in, tuition reimbursements available.

So, again, it"s a path. And
there®s been many great success stories
from the banking industry in Philadelphia
of people starting as part-time tellers
and ending up being presidents of the
bank. So it"s about creating those
pathways, and we"re very adamant that we
have equal economic opportunity. It all
starts with the equal educational
opportunity, which includes training and
access to jobs in the industry.

COUNCILMAN SQUILLA: Thank you.
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COUNCILMAN OH: I*m sorry. And
I just wanted to note that I failed to
mention that Senator Brubaker will have
to leave at 3:15, but he will be back
tomorrow for the full session. We are
approaching or at 1:45. 1 know we got a
little bit of a late start, so 1"m going
to ask the Committee members i1t they have
any questions and encourage the panel to
give brief answers.

COUNCILMAN HENON: Good
afternoon, Mr. Inman and Mr. Fitzpatrick.
I definitely hear what you®"re saying with
the pipeline and the, 1 guess you would
say, life skills that a workforce
development would need entering into the
manufacturing or innovative technology
sector.

MR. FITZPATRICK: That"s the
collective feedback that we get from
manufacturers in the City.

COUNCILMAN HENON: And 1 have
been working with the manufacturing

association and individuals, taking tours
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throughout the City of Philadelphia; more
specific, my district. | took a trip to
Chicago and met with the Manufacturing
Renaissance Council of Chicago and most
recently went out to Pittsburgh, and you
had mentioned Pittsburgh in the height of
the recession. Unfortunately, they had
jobs that they were able to fill due to
their meds and eds and their consortium
of manufacturing sector there, which 1
hope to use as a model here iIn the City
of Philadelphia. 1 mean, we have the
infrastructure, we have the people, and 1
think we"re ready and able to attract
some global economy.

So, 1 mean, 1 look forward to
not only working with this Committee,
working with the manufacturing sector,
working with the business sector, because
I think 1t"s in all our interests. And I
know from the business perspective,
education has been a primary focus, so
upping the graduation rate, giving people

life skills.
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Manufacturing isn*"t the old
dirty manufacturing. Like you think
automatically i1t"s a coal plant or things
like that. Even -- and 1 think chemicals
iIs actually the manufacturing way -- the
future here in Philadelphia with its
industrial land, with Its port resources,
with the infrastructure, transportation
via alr, sea, and train and trucking
availability is the way to go. The
technology i1s computer numbering, and you
have to know how to read a rule or
program a computer. | mean, you say
that -- and this iIs true. You say that
the new technology and technology over
the years have taken the place of, let"s
just say, five to ten people, but we
don®"t have jobs. We don®"t have that one
person anymore because we"re not
attracting businesses to allow those jobs
to be taken away. We just don"t have
them. We need them to grow. We still
have brownfields. We have other

opportunities, industrial zoning specific
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for businesses.

So I think with the -- 1 think
we"re all rowing In the same direction
here. The City wants to make sure that
as we raise property taxes -- that"s a
big iIssue. 1It"s going to be a big issue
again. I1°m not sure where 1*m at on
that. 1It"s a problem. My constituents
are concerned with a lot of the debt out
there, and they want to know what are
they getting in return. Some of the
Professor®s testimony, you talk about
what i1s the return on the dollar of the
investments, what are we going to get.
well, if we can get a workforce that has
a higher graduation rate, 1If we can
attract businesses to use the
infrastructure and the resources that we
have here, especially when it comes to
innovative technology, 1 think
manufacturing is in the prime of or its
infancy of taking off here iIn the City of
Philadelphia.

So I know that"s more of a
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statement more than anything, but I think

iIT —- do you think -- 1s It necessary to
have a master plan for manufacturing and
innovative technology here before we
attract some, | guess, major investments
with some public-private partnerships?

MR. FITZPATRICK: Well,
Councilman, I really appreciate your
commentary, because it"s spot on. 1 was
going to say in traveling throughout the
Commonwealth, if there®s one
manufacturing skill most needed, a
precision welder, and that®"s a hundred
thousand dollar on average a year job
that i1s going unfilled, as you think
about the great collaboration we"ve had
between the City and the state and labor
to repurpose the refineries and all the
opportunities there. Well, there"s
pipelines. You literally have thousands
of miles of effective pipeline that need
one welding every 15 feet of that.

But 1t"s a great question you

asked, because that will create jobs for
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the next several years, but let"s make
sure we have the jobs for several
decades, because we don®"t want to have a
welder who has a job for five years and
then none after that.

But 1 would say that as we
study manufacturing globally, where®s
the -- right now the highest value
manufacturing center is Germany. They
still have the manufacturing guilds, that
things like precision welding is a
high-valued skill In Germany. We need to
get that back.

And 1 think -- so to the point
iIs, if you had that skill set here iIn
numbers, you would then draw the
manufacturing here that needs that skill
set, and that -- all the automation you
have, there®s still oftentimes there"s a
point of some precision welding, and
that"s the final point on a lot of those
manufacturing applications that are high
value and very sustaining for decades to

come.
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PROFESSOR INMAN: I will just
comment very briefly, not being an expert
particularly on vocational education, but
there®s a group at Penn who has gotten
quite iInterested in the internship, the
impact of iInternships on Kkids*
performance in school. And all of the
conversation today Is very encouraging to
me, because we"ve been struck by the
literature on high school completion
rates and success, and the evidence 1is
pretty clear that internships make clear
to young men and women the returns to
staying in school, and it"s that clarity
that gives them the incentive to stay,
gives them a motivation to stay. And so
one of the projects that we"re in the
process of trying to begin is a more
systematic evaluation of internships.
COUNCILMAN HENON: My final
question, and 11l hurry up. | ended it
with do you think that we should have a
master plan, and 1 say that because I

think we should. 1 think we should have
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a manufacturing consortium or a one-stop
shop to handle the pipeline issues and
the graduation rate. 1711 tell you what,
you talk about universities? Have like a
manufacturing university with the school,
whether 1t"s a -- the public school
system, a direct entry to the pipeline
into manufacturing, iIncubators and
coordination with not only the City but
the state and federal government and our
local meds and ed. 1 mean, to me, there
needs to be a master plan, because I
don®"t know about piecemeal. And this 1is
the question: Do we piecemeal business
opportunities for folks to come here one
by one or do we have a global plan that
makes us an import and export state and
city?

MR. FITZPATRICK: 1 agree with
you, | think a master plan iIs needed.
It"s jJust -- 1 think it"s a master plan
on creating the environment that creates
the ability to be successful in

manufacturing. So it"s those skills,
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because oftentimes those skills that
we"re talking about creating, that person
may not work for the same company for 30
years or 40 years and then retire. They
will be portable. And so one of the
reasons why one firm will come to an area
IS because there®s other firms like them
in the area.

So 1 think your master plan is
there, but I think 1t also sends a really
important message. We talk -- Professor
Inman says about taxes, you want to have
certainty so you can do advanced
planning. A master plan that says to the
world Philadelphia is iInterested in
manufacturing and being a great partner,
that"s a huge value to the master plan
right there, that there®s a commitment, a
concerted commitment of labor,
government, industry to pull together.

COUNCILMAN OH: All right.
Fantastic.

Could 1 ask if there are no

other questions from our Committee, then

50

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

Senator Brubaker has questions.

SENATOR BRUBAKER: Well, thank
you very much, Mr. Chairman. [I1*11 be
very brief, because 1 know the time 1is
running short, and | think you®re doing a
great job at running the meeting.

To the Professor, you laid out
five rules, very well done. Are you able
to prioritize the five?

PROFESSOR INMAN: No. 1 and No.
5, to be blunt, 1 think.

SENATOR BRUBAKER: Thank you.

PROFESSOR INMAN: I couldn®t
agree more with Mr. Fitzpatrick on the
importance of stability. 1 think that"s
really crucial. But to me, the real
thing is, 1 think let"s just go back to
basics. Cities are competing. 1 mean,
they"re businesses. And so no business
survives unless you deliver quality for
the price paid. And No. 1 says, let"s
focus on getting the tax environment, if
you will, to line up with the markets

that i1s relevant. So residents are going
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to pay resident taxes. Let"s talk about
that. Businesses are going to pay
business taxes. Let"s talk about that.
And In each instance, Rule No. 5, deliver
services that are commensurate with the
dollars paid.

And so i1t seems to me for
anybody in business, that"s pretty
obvious stuff, but 1 think bringing it to
the difficult decisions of government can
be equally as powerful, and so 1 would --
1"d lock in to Nos. 1 and 5.

SENATOR BRUBAKER: Thank you.

And my second question is to
Mr. Fitzpatrick with Citizens Bank. Of
all the businesses that you lend to, are
you able to tell us on a trend line over
the last five, ten years whether
businesses are more open today for global
business relations or less, and why?
That"s question one. Then I have a very
brief follow-up question.

MR. FITZPATRICK: Sure. 1

would say they®"re more open because it"s

52

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

just a reality of surviving, is that if
they were purely going to rely upon
domestic business or one region, if
they“"re not expanding their global
outreach, then they®"re not going to
survive. So | think they"re all very
much open to international, because i1t"s
all opportunity. That"s all upside to
them. So there®"s no downside to them
from the international side.

SENATOR BRUBAKER: Small
business i1n the United States is defined
as a business 500 persons or less by most
people®s standard. A 500-person business
IS quite a large business. But on the
international side, are you seeing more
businesses that are larger, a few hundred
employees and larger? Are those the
types of businesses that are more engaged
internationally? Are you seeing
international engagement from the one,
two, three-person shops all the way up?

MR. FITZPATRICK: It"s a great

guestion, Senator, but what 1°d say 1is,
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surprisingly it"s the 50-person companies
are just as internationally focused on a
growth rate. |1 mean, obviously your
major corporations are virtually all
global these days, but what is Impressive
iIs the ability for these 50- and
hundred-person companies with total sales
in the range of 50 to 100 -- I°11 go
lower than that, that are competing and
winning internationally. There®s no
bottom threshold to being international,
because I think it"s just if you"re not,
you"re not going to be In existence very
long.

SENATOR BRUBAKER: Thank you.
And final question to you, if I may,
Mr. Chairman, is, we"re talking about
trade and investment and certainly
enhancing the City of Philadelphia. But
from a business perspective, on the
investment side, do you view foreign
investment into the U.S., into
Philadelphia, into Pennsylvania as

complementary to your business or do you
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view It as competitive? Would you really
truly just assume these foreign dollars
not invest iIn our businesses so that
there®s a better opportunity for banks or
are you able to co-exist in that space?
MR. FITZPATRICK: That"s an
interesting question. 1 think that net
and net investment into the Commonwealth,
into Philadelphia i1s good. 1 mean, we
live in a global economy, and so 1 think
any of that additional iInvestment is
good. 1 think the competition makes our
companies better, and as I cited earlier
in the testimony, we"re seeing lots of
small companies compete very effectively.
What small companies do is
provide high-quality, customized
services, and that"s what®"s happening.
When you see a trend and you see it
across -- when you think of the global
businesses, whether i1t"s General Electric
with aerospace and building an airplane,
well, how many subcontractors do they

have? And if you actually follow the
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trail down, many of the parts -- probably
most of the parts on a Boeing 737 are
manufactured by a company with a couple
hundred employees that feed i1t up for
final assembly by a Boeing.

So 1 think that that investment
Is good and virtuous as far as building
and bringing technology. That would be a
net positive for Philadelphia and for
Pennsylvania.

SENATOR BRUBAKER: Thank you.

COUNCILMAN OH: Thank you very
much.

And thank you very much,
Mr. Fitzpatrick and Professor Inman.

1"d like to note that
Councilman Dennis O"Brien is here.

And, Clerk, would you call the
next panel.

I*m sorry. And Councilwoman
Jannie Blackwell is here as well.

THE CLERK: At this time, 1
would like to invite our first panel to

the front, Deputy Mayor Alan Greenberger,
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City of Philadelphia; John Grady,
Philadelphia Industrial Development
Corporation; Deputy Secretary Wilfred
Muskens, Pennsylvania Department of
Community and Economic Development;
Joseph Hanley, U.S. Department of
Commerce.

(Witnesses approached witness
table.)

COUNCILMAN OH: Thank you,
everyone, for coming, and what we"l1l do
iIs, we will once again take testimony and
encouraging five minutes from each
witness iIn the order called, starting
with Deputy Mayor Alan Greenberger, then
John Grady, then Deputy Secretary Wilfred
Muskens and finally Joseph Hanley. And
we" 1l save questions until the end when
everyone has testified.

So would you begin, Deputy
Mayor. Thank you very much.

DEPUTY MAYOR GREENBERGER:
Sure. Good morning, Councilman -- or

good afternoon. 1°"m looking at the clock
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behind you. We need to fix that.

I1*m Alan Greenberger, Deputy
Mayor for Economic Development and
Director of Commerce for the City of
Philadelphia. Councilman Oh, Senator
Brubaker, nice to see you again. Various
other members of Council over here, thank
you for being here and for convening
this.

IT you don"t mind, in the
interest of time, I"m going to do a
little skipping around so that we can
sort of compress this.

COUNCILMAN OH: Thank you very
much.

DEPUTY MAYOR GREENBERGER:
Philadelphia 1s home to 179 foreign-owned
companies employing over 35,000 people in
the City and more than 120,000 across the
region, and these companies come from a
wide variety of business sectors that
include pharmaceutical companies, like
GlaxoSmithKline; energy efficient

retrofit firms like Mark Group; Aberdeen
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Asset Management; and, in fact, from our
last speaker, Dan Fitzpatrick, Citizens
Bank, Royal Bank of Scotland, all from
the United Kingdom, probably one of our
largest trading partners, if not the
largest one, along with Canada; French
companies like -- chemical manufacturing
group, Arkema; Philadelphia Aker Shipyard
from Norway; ltalian helicopter assembly,
AgustaWestland; and, of course, Hyundai
Rotem from South Korea; and even Canada®s
TD Bank. And those are just some of
them. They locate here, along with other
firms that locate here, because
Philadelphia 1s a smart choice, offering
access to qualified and skilled
workforce, a central location in the
northeast corridor, and close to a range
of large consumer markets, unparalleled
transportation access, and an
extraordinary quality of life.

Under the leadership of Mayor
Nutter and working with City Council,

we"ve made many reforms that increase the
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attractiveness of Philadelphia to
investment and growth, whether those are
from international companies or domestic;
for example, reducing the tax burden on
businesses, reducing the number of
business licenses from more than 140 when
we took office to 32 of them today,
streamlining our development process, and
implementing a new zoning code and making
it simpler and more predictable to get
projects moving in Philadelphia.

After a few tough years,
companies are once again investing iIn
Philadelphia. The number of permits
issued for new construction in the first
quarter of FY12 iIncreased by 62 percent
compared with the same period in FY11.
Cranes across our skyline currently
represent more than $2.6 billion in
economic activity, and every month we
welcome new companies to our city who are
in search of talented workforce that
wants to live in Philadelphia, companies

like Bentley Software Systems, Fiberlink,
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and IHS Global to name the most recent
additions. And last month, one of the
most active investment firms in the
United States, First Round Capital,
established i1ts new headquarters in West
Philadelphia, relocating from the
Philadelphia suburbs.

So creating a more
business-friendly environment is crucial
not only to attracting business iIn
general but certainly to attracting
foreign investment.

The Commerce Department plays
an important role, but we don®"t do this
alone. As you"ll hear through the rest
of this afternoon and tomorrow, economic
development, particularly in
international business attraction, iIs a
team effort in this city, with a long
horizon and many organizations, including
the Commonwealth and the U.S. Department
of Commerce, playing a critical role in
the City"s effort to increase foreign

investment.
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As 1 said, we have
many partners. | won"t go through all
the details here, but they include
organizations like Select Greater
Philadelphia, which the City of
Philadelphia directly supports, and
that"s our region®s business marketing
organization, tremendous research
capacity. They"re responsible for the
critical work of selling Philadelphia in
the biggest sense to the national and
international audiences, and you®"ll hear
more from Tom Morr about that.

We have the International
Visitors Council under the leadership of
Nancy Gilboy. She maintains
relationships with seven sister cities,
three partnership cities in nine
countries, and these are all
relationships that are very useful in
generating business leads, as we saw
directly with a company like Hyundai
Rotem that happened directly through our

relationships with the City of Incheon in
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South Korea.

I know that recognizing, as you
do, Councilman Oh, that when it comes to
attracting international business, much
of it based on personal relationships --
and IVC has been particularly invested in
that, including the development of the
initiative called "Personally
Pennsylvania'™ that"s designed to ease the
entry of foreign entrepreneurs and
executives iInto the United States. We do

that along with other organizations

like —- I"m going to get this wrong
now -- Welcome Center. But it"s not
called that anymore. 1It"s -- anyway,

Welcome Center of Pennsylvania, we"ll
call it, led by Peter --

COUNCILMAN OH: Welcoming
Center for New Pennsylvanians.

DEPUTY MAYOR GREENBERGER:
Thank you. | appreciate that help. Who
are working with substantial immigrant
communities, as we are In Commerce.

Sometimes our ability to be
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instrumental overseas comes through
unusual quarters. We have a young woman
named Kanika Choudhary who we named our
Honorary Ambassador to India back in
2011, and she®s been working developing
trade and tourism partnerships In India.
She®"s a very well-connected young woman,
graduate of the Wharton School at Penn,
and she®s been working closely with
Philadelphia Convention and Visitors
Bureau, Campus Philadelphia, Wilfred*"s
office at the Governor®"s Action Team, and
our office and 1VC concentrating her
efforts on iIncreasing educational tourism
to Philadelphia and attracting young
people from India to be interested iIn
colleges and universities iIn the
Philadelphia area. Her efforts have
resulted just this year so far iIn ten
students enrolling in Philadelphia
schools. Prior to that, these
Philadelphia schools were not even on
their radar screen. And we®ve also,

through her efforts, we"ve scheduled new
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Indian "edutourism' tours in
Philadelphia, an arrangement that we"re
consummating this week.

We work closely with the
Consular Corps in Philadelphia under the
leadership of Honorary French Consul
Michael Scullin to expand the current
partnering with them in an effort to
expand the number of countries with a
presence in Philadelphia. 1 believe we
currently have 26 consuls and honorary
consuls, and we"ve sent out iInvitations
to actually every country in the world,
but we quietly are focused on about a
dozen of them.

And perhaps our closest
economic partner, Philadelphia Industrial
Development Corporation led by John
Grady, who is at the table with me, who
manages, among other things, a very
important financial tool called Welcome
Fund, or EB-5, as i1t"s often known
generically, and John will be talking

about that a little bit more later.
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When 1t comes to attracting
international business and visitors to
Philadelphia, obviously our brand is key.
We learned during the time when we
competed for the 2016 Olympics,
decisions-makers more often than not have
no impression of Philadelphia versus a
positive or a negative one. And to
address this gap, our partners at the
Convention and Visitors Bureau have
worked to improve Philadelphia®s
international visitation, which currently
stands at 613,000 people in 2011. They
do this in partnership with GPTMC, the
Greater Philadelphia Tourism and
Marketing. And what I should note is in
the last ten years, international
visitation to Philadelphia went from
about 347,000 to a high of 710,000 just
prior to the recession. It"s dropped
back, but it"s holding steady iIn the
600,000"s right now in spite of the
recession, which 1 think are very good

numbers, particularly compared to other
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cities.

And, of course, you are
particularly aware, Councilman, of the
importance of direct non-stop flights
from Philadelphia International Airport
to some of these world destinations. We
have extremely good connection to Europe.
We have a connection to the Middle East
and Asia through Israel. We obviously
need to have connections to some of the
very important emerging economies iIn
Asia, In South America, and in South
Asia.

So with limited resources, the
Department of Commerce leverages the
strengths of our partners to brand
Philadelphia internationally, establish
connections relations, market the area“s
business, and develop financing tools
that can attract foreign investments.

We"re very grateful for these
hearings. We very much look forward to
working with you and other members of

Council and with the members of the State
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Senate and House to more effectively
market this city and this region,
continue to attract more, and continue to
make Philadelphia-based businesses more
aware of the opportunities that exist
overseas to sell their products and
services.

Thank you.

COUNCILMAN OH: All right.
Thank you very much, Deputy Mayor.

Mr. Grady.

MR. GRADY: Good afternoon, Mr.
Chairman, members of the Committee.
Senator Brubaker, thank you for joining
us today. My name is John Grady. [I™m
the President of the Philadelphia
Industrial Development Corporation.

111 just maybe summarize my
testimony. | think we"ve given in
written copies of this for your use.

Building on what Alan had said,
PIDC is the City"s economic development
corporation. We were founded in 1954,

and our roots go very much back to this
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notion of public-private partnership. We
were founded jointly by the Chamber of
Commerce and the City government to
manage financing and real estate tools to
attract investment and jobs to
Philadelphia. 1In over 54 years, | think
we"ve stayed pretty focused on that
mission, and I think 1t has a couple of
specific applications as it relates to
international.

Number one, as Alan mentioned,
we work very closely with the Commerce
Department and the team of folks pulled
together by Commerce to focus
specifically on business attraction to
Philadelphia. And working with the
Commerce Department, the Chamber, Select
Greater Philadelphia, the Commonwealth®s
International Division, and organizations
like the Center City District, the
University City District, we participate
in regular meetings around the topic of
business attraction, identifying targets

for attraction, pursuing those targets
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both domestically and internationally,
and have a well-organized routine around
that activity.

The second activity for PIDC
really just revolves around our normal
day-to-day management of a series of
financing and real estate tools that are
again aimed at attracting investment to
the City. So whether i1t"s selling land
In our industrial parks, promoting the
development of the Navy Yard or providing
financing to small and growing
businesses, all of those tools are really
marketed through the business networks,
real estate brokers, banks, lenders,
foreign investors to attract investment
to deploy those tools again to companies,
whether they are domestic or
internationally based.

And then third area for us, and
maybe most specifically as the Deputy
Mayor mentioned, we manage a program that
we called The Welcome Fund. This is a

program that®"s governed by the federal
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government, was established pursuant to
the EB-5 Immigrant Investor Program,
which was created by Congress in 1990.
Congress®™s intent was to stimulate the
U.S. economy through job creation and
capital investment by foreign investors.
It"s administered through the U.S.
Citizenship and Immigration Service of
the Department of Homeland Security. And
this program essentially allows foreign
investors to obtain a temporary visa iIn
exchange for an investment of $500,000 in
a job-producing enterprise here in the
United States. The foreign capital money
goes into a pool, which is then used to
fund economic development projects, with
a focus specifically on job creation.

We created a regional center
here in Philadelphia with a private
lending partner, CanAm Enterprises. We
are one of now 242 regional centers
around the country. So this iIs a program
that has gained a significant amount of

national activity and attention. And our
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regional center here in Philadelphia
continues to be the leader or one of the
leaders in total loan volume. So it"s a
program we have taken a leadership role
in nationally, and we"ve been very
successful iIn attracting investment to
Philadelphia.

Since 2004, we"ve settled 35
Welcome Fund loans, for a total value of
in excess of $500 million of foreign
investment that has come iInto
Philadelphia to fund projects here iIn the
City. These loans have created a total
of 2,800 new jobs. They"ve supported
over 5,000 temporary construction jobs
through their development process and
almost $2 billion in total project
Investment.

Some of the projects that have
been funded with this really range across
the entire economy here in Philadelphia.
Temple University Health System helped
fit out a new headquarters in Allegheny

West. The ltalian helicopter
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manufacturer, Augusta Aviation that the
Deputy Mayor mentioned in his remarks,
invested in a new expansion of their
plant in Northeast Philadelphia. And
Rhoads Industries, which has a metal
fabrication center at the Navy Yard, was
also a borrower from our foreign
investment program.

This 1s a program that recently
was extended by Congress for two
additional years, and 1 think as we
continue to penetrate the market, promote
this program, and make folks aware of the
opportunity, we"ve seen no lack of
interest from foreign iInvestors iIn coming
to Philadelphia. Philadelphia has been a
very attractive destination. 1 think
we"ve attracted more capital to
Philadelphia than any other city in the
country. And our focus -- and this
program is really around attracting
investors in China into the United
States. And there®"s really only

opportunity over time to grow that
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investor base, make more capital
available, and continue to support
foreign investment in development
projects here in Philadelphia.

Thanks very much.

COUNCILMAN OH: Thank you very
much, Mr. Grady.

I would just like to note that
the Vice-Chairman of the Committee,
Councilwoman Marian Tasco, IS here.

And with that, 1 would ask
Deputy Secretary Wilfred Muskens to make
his statements.

DEPUTY SECRETARY MUSKENS:
Thank you, Chairman. Good afternoon,
Chairman, Councilman, Senator Brubaker.
Thanks for the opportunity to talk about
the state®"s approach to international

business development.

My responsibility for the state

iIs specifically on international business

development and that it is both
attracting new investment to the state,

foreign investment specifically from
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other countries, and helping Pennsylvania
companies, Including those here in
Philadelphia and in the region, to

export -- to be successful exporters.

And that also, by the way, includes
working with universities to make those
more globally competitive, as well as the
ports of Pennsylvania. So a lot of
connections here to Philadelphia area.

My personal background, 1 came
from Europe, as you can hear from my
accent, I guess. So I have a sort of an
insider perspective iIn the sense that I1™m
based in Harrisburg now. 1 work on the
state®s international program, but 1 m
from Europe originally, came here as an
immigrant 12 and a half years ago to work
for the State of Pennsylvania. And from
that perspective, | want to start with a
couple of positive comments about
Philadelphia.

First of all, Philadelphia does
not have a negative Image. | think it

was touched upon by another speaker
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before me. Philadelphia is better known
overseas than the State of Pennsylvania.
That"s a fact. 1 think as a foreigner,
when you grow up and you learn about
geography, you learn about the big
cities. You can probably place
Philadelphia, Boston, Washington on the
map, but personally, | had no clue where
Pennsylvania was located until 1 actually
moved here.

I think that®s not an
exception. 1 think that®"s a pretty
general perception.

So the positive In that i1s that
the City i1s really an attraction for the
entire state, using the City as leverage
not only to attract investment and trade
to the City, but to the entire region,
Southeastern Pennsylvania, and to the
entire state. So It"s iIn the state"s
interest that Philadelphia does well,
that Philadelphia is successful
attracting new business, keeping new

business here in the City and in the
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region, and grow more companies that are
successful exporters.

The other thing 1 want to note
IS maybe based on my own experience
working with many, many foreign companies
over the years. And I know business
taxes are an issue, clearly. 1 don"t
want to downplay that. At the same time,
In my experience working with many, many
companies, It iIs very rarely the main
factor for a company to locate somewhere.
Usually even companies look at taxes
primarily or at incentives, putting those
together. Taxes and incentive often go
together for a company for site selection
consultants.

We"re generally not on the
radar screen in the first place, not just
Philadelphia, but Pennsylvania. We know
we cannot compete for companies that want
to go for the low cost location, the
lowest labor cost, the right-to-work
states, states with the lowest tax rates.

We don®"t play in that arena basically.
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So I don"t see it as a handicap for
Philadelphia to have slightly higher
business taxes. In my experience, It has
not been a negative iIn working with most
of our clients over the years that have
actually located here in Philadelphia
together with the City and with Select
Greater Philadelphia and other partners
here in the region. So while It iIs an
issue, | would say it"s not necessarily
the priority to work on.

The top priority I think is
working on a strategy, on a regional
strategy, with all the partners on the
same page. And that sounds very easy on
paper. It"s probably very difficult to
do in reality. That"s not the typical
Philadelphia thing. That"s the general
problem for every region, every state.

We have a lot of great
organizations here in Philadelphia that
are very active internationally for a
variety of reasons. We have the PCVB,

for example, promoting Philadelphia very
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actively to attract tourists. We have
the World Trade Center of Greater
Philadelphia doing a great job helping
companies from Philadelphia export,
Select Greater Philadelphia, the City,
the Department of Commerce, et cetera, et
cetera. | don"t want to go through the
whole list, but doing Investment
attraction. And all those things are
different jobs. However, the thing they
have In common is international. And the
fact i1s, when somebody travels on behalf
of the City or Select, most of the time
those people only sell their own
responsibilities. They"re only there to
either help export or attract investment
or attract tourists. And correct me if
I*m wrong on that, but that"s my
impression from the outsider that®s often
the case.

So having a strategy where all
those partners sit around the table
define priorities, in terms, We want to

go to Brazil, we want to go to China, we
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want to go to Germany, all together we
sit around the table, we allocate
resources, especially in the time of
limited resources. That"s important to
prioritize the countries you really want
to focus on and where can we help each
other, how can we leverage existing
resources. You don"t necessarily need
more budget. 1 think that®"s the bottom
line. It"s often the -- often we talk
about the limited budgets, and that"s the
case for the state level, but in a way,
that forces you to really prioritize and
look where do we get the most bang for
our buck. And you can do that by using
each other®"s resources.

IT Jack Ferguson from PCVB
travels to Brazil, can"t he be an
ambassador for the City as well as for
others things and work with him on
setting up appointments to attract
Investment.

Councilman Oh, when you travel

or when the Mayor travels or Deputy Mayor
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Greenberger travels, try to combine all
those elements that all contribute to the
healthy economy for the City of
Philadelphia and for the region and
really leverage those existing resources
as opposed to adding new things, adding
new organizations or adding new
components iInto the strategy. |1 think
that would go a long way 1 think iIn
helping to generate results.

Then there®s other assets in
the City that maybe are underutilized,
and I give a few examples of those. 1
know there®s a lot of sister city
relationships. Those traditionally are
not very active. Usually they“re sort of
dormant. They may be focused a little
bit on cultural exchanges or arts
exchanges. Why not be more proactive in
those relationships and say if we have
those relationships and make the effort
to sign agreements, let"s make 1t an
opportunity for business and let"s create

a business component in our relationship
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with -- 1 forgot the city now. In China,
for example, Tangshan or Exxon Provence
Iin France or others, instead of signing
agreements and not having them really be
active. So using those, leveraging those
as a connection.

Creating a network
internationally of "friends of
Philadelphia,™ and it could be alumni
from Wharton, from Drexel, from Temple,
Penn, et cetera, or just people who used
to live in Philadelphia who now live in
China, who now live in Germany or Brazil,
using those people as a network. This
doesn®"t cost anything. Either you can
set up a network, a database through
Linkedln or Facebook, whatever, In a very
cheap, low cost way, reconnecting those
people with Philadelphia, using them as a
resource.

Sports. Sports are a big thing
here in Philadelphia, but the one sport
that i1s really famous internationally is

soccer. You have a professional soccer
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team here in Chester. 1 know It"s
outside the City limits, but 1t"s the
region obviously. And I thought about
that because when the Governor traveled
to Germany and France this spring, we
actually included a component iIn his trip
focused on soccer, because we knew it"s
such a big deal in France and Germany.
It"s the same i1n Brazil. 1It"s the same
thing in many countries around the world,
using that to open doors to meet with
high-level officials, with high-level
business people even, because business
people usually sponsor the big soccer
teams.

And then the arts, of course.
Philadelphia Orchestra. This may be an
obvious one, because they"re so active
internationally in China particularly
now. And there®s other existing
organizations. Philadelphia has been
successful over the past few years in
attracting some international

organizations that have located here.
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One i1s from France, Ery. Ery is through
(unintelligible) region In France.
They"ve set up their U.S. office here in
Philadelphia. The Basque government have
set up an office here iIin Philadelphia,
SPRI.

They set up here, but we don"t
really use that or take advantage of that
presence. Because we have a direct
connection there through this office here
in Philadelphia with their country. So
maybe we should work more actively with
those people, send missions there on a
regular basis, use them as a resource to
connect with companies In their
countries. Really make it a two-way
street.

Business retention and
expansion. 1 want to quickly mention
that as well. We don"t just want to
focus on attracting new companies. It"s
very iImportant to make sure that you keep
the companies here that are already

located here and help them expand and
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grow and be healthy, have a healthy
growth here in the Philadelphia area. To
do that, you need a proactive program to
stay connected to those companies. So
maybe -- I"m not sure what is done iIn
that area already, but having an active
business retention program not only to
meet the companies here in Philadelphia,
but actually meeting with their
headquarters which are not in
Philadelphia. A lot of companies located
here. Somebody mentioned Arkema from
France. 1 can®t think of any other
names. Amerigroup from the U.K., Gamesa
from Spain, you name it. We should --
and we do it at the state level, but even
at the regional level, make sure you have
a list of those companies, go see them on
a regular basis at their headquarters to
make sure they®"re happy in Philadelphia.
And if they"re not happy, find out why
they"re not happy here and if we can do
something about it.

Creating a true international
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address in Philadelphia 1 think would be
a big advantage. 1 think about the World
Trade Center. Just a lot of cities have
a world trade center, not just the name
and the office, which Linda Conlin will
talk about later, with an actual
building. And I know it"s maybe just an
image thing, but having an actual
physical world trade center or something
called "international™ which helps
attract new companies, maybe some kind of
soft landing opportunity for companies
that you want to attract, foreign
entrepreneurs, foreign researchers even
that are going to create companies. Give
them free office space or cheap office
space for a few months so that you land
them here in the region, they get used to
Philadelphia, they start to love i1t, and
then eventually they have to start to pay
for their office space, but giving them
an opportunity to come here. That would
be a big advantage over Boston, over New

York, over other cities you®re competing
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with.

Just maybe -- 1 may be running
out of time. I don"t know how we"re
doing, but two opportunities I want to
mention is the shale gas play iIn
Pennsylvania. Now, of course, we know
Philadelphia 1s not in the shale gas area
in Pennsylvania, but, of course, you are
in a way, because you®re iIn Pennsylvania
and you can benefit from the positive
effects of that development. It"s a huge
economic development opportunity for the
state.

You have a port. You have a
seaport. You have companies here in the
region that are suppliers to the shale
gas industry. Just over the past few
weeks, we"ve had delegations every week
that came to Pennsylvania just to visit
our shale gas play, to learn about how
Pennsylvania deals with shale gas
regulation, environmental issues, social
Issues, community ISsues.

So 1"m saying that because
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Philadelphia can use that as well as an
opportunity to attract more international
interest.

You have the airport. Almost
everyone will fly into Philadelphia. So
those people are captive. They arrive at
Philadelphia International Airport before
they travel to Harrisburg or Pittsburgh
or Williamsport or other places in
Pennsylvania.

So having an opportunity to
maybe keep those people in Philadelphia
for a while and making sure that they
learn about the opportunities here iIn
Philadelphia that are connected in terms
of logistics, for example, with shale
gas. Can we export our shale gas longer
term. Certainly there®s an opportunity
with the ports. There needs to be an
investment in infrastructure that is
needed for that, but this could really
benefit Philadelphia as well.

And, finally, considering

international as a priority is very

88

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

important at the highest level. So 1
know Mayor Nutter is very much focused on
that and supportive, but sometimes --
It"s the same for a company. When you go
through a quality certification process,
you want to go for 1SO 9001 or something.
You can only do that if the CEO of the
company is willing to sign a commitment
letter and say this comes from me
personally, this is a priority for me,
and 1t has to go throughout the
organization. So having the Mayor, the
Deputy Mayor, the state that
international is a priority for the City
through all the departments of the City
and that i1t has to go through everything,
whether i1t"s education, tourism, economic
development, community development,
there®s always an international component
to it. As I read, what you call the red
line, basically going through that, 1
think that would also go a long way iIn
changing mentalities | think in offices

that maybe don®"t directly get involved in
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international and don"t understand that
iIt"s Important for the City and for the
region. So helping make it a priority
for everybody, the entire team.

I think 1 covered most of my
points. 1 might have skipped a few, but
iIT there"s any questions, | can answer
those.

COUNCILMAN OH: Thank you very
much, Deputy Secretary.

And then Mr. Hanley.

MR. HANLEY: Thank you. Thank
you, Councilman Oh, members of the
Committee, and Senator Brubaker for the
opportunity to testify on behalf of the
International Trade Administration and
our U.S. and Foreign Commercial Service.
The U.S. Commercial Service is the
federal government®s frontline export
promotion agency, leading the national
export initiative by helping grow U.S.
exports to support American jobs back
here.

Like other members here on this
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panel, 1°ve submitted more extensive
comments for the record, so 11l pare
this back a little bit in the iInterest of
time.

U.S. exports are on track to
exceed last year®s record export total of
$2.1 trillion, continuing the historic
progress made toward achieving President
Obama®s national export initiative goal
of doubling exports by the end of 2014.
Higher exports mean more jobs. A
significant iIncrease In exports since
2009 has helped America create 5.2
million private-sector jobs over the last
31 months.

In 2011, each billion dollars
of U.S. exports supported just over 5,000
jobs. Moreover, the Department of
Commerce estimates that exports
contributed an additional 18 percent to
worker salaries in the U.S. manufacturing
sector, and workers in export-intensive
service industries earn 15 to 20 percent

more than comparable workers in other
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industries.

In 2011, the Philadelphia
metropolitan area was the eleventh
largest export market in the United
States, merchandise shipments totalling
$26.2 billion. This is up $3.4 billion
from 2010.

The services sector remains an
important and fast-growing sector of the
U.S. economy and a leader among U.S.
exports. In 2011, U.S. Service exports
grew to $606 billion, an increase of over
nine percent from 2010. In fact, the
United States consistently maintains a
trade surplus In services, with a
positive trade balance of over $178
billion in 2011.

The City of Philadelphia“s
economy is supported by exports of its
services and has exceptional strengths to
that effect, ranging from world-class
colleges and universities to leading
health care institutions, vibrant travel

and tourism industry. EXxport service
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sectors also include architecture,
construction and engineering services,
financial services, and transportation
services, including those provided at the
Philadelphia port.

As the lead U.S. government
export promoted agency, the U.S.
Commercial Service assists U.S.
businesses through its domestic network
of 108 Export Assistant Centers across
the United States. U.S. Commercial
Service also includes 112 offices or
commercial sections iIn the embassies and
consulates around the world in more than
70 countries. We use this seamless
worldwide network to connect U.S.
companies with international buyers and
to help companies develop an export
strategy tailored to their product or
service.

Many of our small clients are
proactive exporters with a top-level
commitment and long-term strategy for

exporting. We work with them to identify
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target markets, develop potential
customer profiles, determine pricing,
appropriate marketing and distribution
channels, and address market barriers.

The U.S. Export Assistance
Center in Philadelphia is located at 6th
and Walnut, and from this location, our
office serves Eastern and South Central
Pennsylvania as well as the entire State
of Delaware. The Philadelphia office is
led by Director Tony Ceballos, who is
with us today, and staffed with four
international trade specialists that
delivered over 1,000 trade counseling
sessions to 432 Eastern Pennsylvania and
Delaware businesses in Fiscal Year 2012
just ended on October 1.

The export success 1Is our
performance metric. That"s what drives
our client-focus and our results-oriented
approach. The export success Is a hew
export sale or a sales agreement by our
clients where we have provided and we

have documented internally the
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value-added assistance we"ve provided to
help those clients reach success. Export
success signed and submitted by our
clients in writing go into our records.

One hundred and thirty-eight
client companies of the Philadelphia
office alone reported 329 export
successes to 69 different countries,
valued at just over $831 million in
Fiscal Year "12. Seventy-six percent of
companies reporting export successes were
small and medium in size. And to the
point earlier about the size of a small
company, 56 percent had less than 100
employees.

In addition to the direct
client work described above, our office
iIs actively involved in outreach events
that promote exports while helping small
and medium-sized companies reach their
export goals.

For example, the Philadelphia
Export Assistance Center actively

partners with the Delaware Valley
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Industrial Resource Center 1in
Northeastern Philadelphia and the World
Trade Center to offer our ExporTech
program to local firms. A collaborative
effort of the U.S. Department of
Commerce, ExporTech provides small and
medium-sized companies with a proven
systemic approach for accelerating export
sales growth and entering and expanding
in new global markets. The program
consists of three days spaced about a
month apart that bring a handful of
companies together to help them with
their international-to-business
development plan.

Another example, just last
month, two weeks ago actually, the U.S.
Commercial Service worked with the
Mid-Atlantic District Export Council to
organize Discover2012, a two-day export
promotion conference in Atlantic City,
New Jersey. That included over 500
private meetings between U.S. exporters

and our visiting foreign commercial
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service officers and over 100
business-to-business meetings between
U.S. exporters and visiting buyers from
the United Arab Emirates and Central
America. With the support of many
private and public-sector partners from
Philadelphia, Discover2012 attracted 350
U.S. companies from 15 states, including
approximately 50 from the Philadelphia
region.

Multiplying our efforts through
partners like the City of Philadelphia
helps to ensure that small and
medium-sized companies have access to
export resources at the local, state, and
federal level. We recently forged an
alliance with the Pennsylvania Small
Business Development Centers to work
together on marketing educational
programs and trade events to help make
U.S. businesses, particularly small
companies, more export savvy. We believe
leveraging the reach of other trade

organizations through closer cooperation

97

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

will facilitate a more robust client
referral system, leading to more
efficient government and better client
service.

There are ample opportunities
for Philadelphia businesses and markets
across the globe. The U.S. Commercial
Services works each day here and abroad
to connect those businesses to overseas
opportunities and to the 95 percent of
the world"s consumers living outside the
United States.

So thank you again for the
opportunity to testify today, and 1 look
forward to answering any questions.

COUNCILMAN OH: All right.
Thank you very much.

In the interest of time, what
1"d like to do is just have each member
direct your questions to whomever on the
panel you would like to have your
questions directed towards.

So why don®"t 1 have Councilman

Squilla begin the questions.
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COUNCILMAN SQUILLA: Just a
quick question and note. Obviously we
all think that international business is
so important to Philadelphia, and we
already have some nice collaboration from
the federal government and the state and
the City with working with dredging for
the Delaware River and hopefully building
up the Southport Project down there and
have great opportunities, which is
important to our region.

Beside our exports -- and
obviously that is Important, eleventh,
which 1 think we can probably do better
than that -- are the imports that come in
from overseas through our region, and we
do have a great geographic located port
that"s close to the highways and close to
three separate train travel. So I think
we"re in a great location now and
probably one of the only cities that
actually could grow our port in a way to
really expand it.

Is there any dialogue going on
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systematically between the federal
government, the state, and the City to be
able to make sure that we catch all these
opportunities and look at all the aspects
and avenues that are out there to really
make this happen?

DEPUTY MAYOR GREENBERGER: 1°11
comment on that, Councilman.

I think that sometimes the
complex questions like that at its core
has a somewhat simple answer, and the
simple answer | think In this case is
that the federal, state and city
cooperation, we must dredge our channel
deeper. | mean, we can"t -- we don"t
stand a chance without that. If we do
that, the access for more ships that will
be coming through the enlarged Panama
Canal will increase. We"re already the
largest meat importer, 1 think, on the
East Coast, significant fruit and
vegetable importer, but we could be doing
a lot more, but we have to make the

channel deeper, and that®"s now moving
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ahead, as you know.

DEPUTY SECRETARY MUSKENS:

Maybe just adding what Deputy Mayor said,
Philadelphia 1s a great port for
importing right now. We*"d really like to
see more exports going out of the port of
Philadelphia. And that"s why I mention
shale gas as an opportunity, that this
could be an area of exports, and there
might be many other ones, but clearly I
think the large majority of trade here in
the port is imports right now.

But the port is also a location
for Investment. The ports have sites
along the river where we have located
companies over the last couple of years
with the help from PIDC. So it all comes
together really. The ports connect
trade, import/export and investment, and
iIt"s a very important tool for the future
of Pennsylvania.

COUNCILMAN SQUILLA: And just
to add to that is also our airport.

Obviously we"re looking to expand, and
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how important that travel is from places
like Asia. And 1 know Councilman Oh had
went over to Korea to try to help drum up
support. And also from the state and
city standpoint and I guess even federal,
because, 1 mean, we have -- you hear
about the air rights and problems
sometimes we have with that, to make sure
that we"re working together in that
avenue to also be able to attract more
flights into Philadelphia, especially
overseas, and we can have direct flights
from Philadelphia, would also get people
excited about Philly. Easier to get
here. You don®t have to fly into DC or
New York, then drive.

I mean, these are all exciting
opportunities that we have. And I know
It"s hard sometimes to get us all on the
same page. We have a hard time sometimes
just with Council and the Administration
doing the same thing, so I know it"s
difficult, but it"s nice to actually see

a collaboration to realize the big
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picture and how important it is to not
only our region but to our state and to
our country.

So 1"m happy to see that moving
forward and would love to continue that
dialogue through the City, through the
state, and with the federal government.
So thank you for your help.

COUNCILMAN HENON: Good
afternoon. Attracting the global economy
and commerce, do we do anything
collaboratively as a city or as a region
to deal -- I know we have coming up iIn
one of the other panels the World Trade,
like associations. Do we deal with any
international trade associations iIn sort
of trying to persuade businesses to start
up a new co here in the City or grow
their company here in Philadelphia or the
region?

DEPUTY MAYOR GREENBERGER: When
those -- obviously there®s huge
competition for any company that

expresses an interest in being somewhere
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besides 1ts home country. As those
opportunities come up, we routinely sort
of bring in all of our appropriate
partners, which in many of the cases Mark
Group is a good example of that. The
state was very involved in that. Select
Greater Philadelphia was involved in
that. World Trade Center was involved in
that. PIDC was involved in that.
Everybody has a component that they can
bring to this table, and I think our
perspective on it 1Is that as these
opportunities arise, It means that there
are numerous gateways into our system,
and because we talk to each other quite
regularly, it doesn"t matter which
gateway gets used. So some leads have
come from Wilfred®s shop. Other leads
have come in directly through PIDC or
Select Greater Philadelphia. But in a
very short period of time, everybody who
has a stake in it Is engaged and actively
involved in that particular bit of

business attraction.
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That"s essentially how the
system works. And I think 1711 say on
behalf probably of everybody at the table
and some few others who are not at the
table at the moment, I don"t think any of
us care who generated the lead. All we
care about i1s getting it done.

COUNCILMAN HENON: No doubt
about 1t. And for anything to work,
there needs to be that sort of
collaboration, because everybody brings a
lot to the table to make things move.

But who is actually -- instead of
advertising in, let"s just say, New York
in the newspapers or Chicago or
California, who is picking up the phone
and where are we identifying the sector
that we want to try to promote globally
as well as regionally for people to come
here and grow?

DEPUTY SECRETARY MUSKENS: If 1
may, just to explain. | didn"t really
introduce how our office works, and that

sort of would answer the question. Part
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of my office is focused on attracting
international companies to Pennsylvania,
and we have set up a network of
international representatives for the
State of Pennsylvania that are based in
all the major countries where most FDI,
foreign direct investment, comes from
into the United States - Germany, France,
Canada, Brazil, now China. We have
people on the ground that work for the
State of Pennsylvania, are funded through
our department, DCED, and they work not
just with my office but also at our local
and regional partners. They have direct
connections with Alan and his team, with
Select Greater Philadelphia, Tom Morr and
his team. And not just with them; all
the counties and regional entities across
the state.

Their job is to sell the entire
State of Pennsylvania. They don"t
promote one particular area. But
depending on the company®s needs, they

say they want to be 15 miles from a major
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international airport. Well, then iIt"s
going to end up in Philadelphia area.
That"s easy. And sometimes it"s more
complicated than that. They want to be,
I don"t know, close to a supplier, close
to a university that they do research
with or something.

So it depends on the factors,
but our office, to answer your question,
we have the sales network across the
world. Those people are in charge of
going to call the companies, send letters
out, go to events. They meet with
thousands of companies every year. Maybe
a hundred, 200 of those become projects,
and out of those, 20 to 30 projects
become successful projects, many of those
ending up in Southeastern Pennsylvania
just by virtue of the logistics and the
infrastructure here, not because we try
to sell Philadelphia more than Pittsburgh
or to one not in Pennsylvania, but that"s
kind of a logical thing for an

international company to be in a major
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international area.

Does that answer your question?

COUNCILMAN HENON: You®"re all
talking together, so that®"s good, because
I get that. But do they reach out? What
do we do proactively? Or iIs it you just
wait for somebody to say, Hey, you know,
I want to grow my business or 1*m looking
to get iInto some emerging markets in the
United States or the Commonwealth?

DEPUTY SECRETARY MUSKENS: We
write up detailed work plans for each of
our offices that are based on the
specific country every year. So In May,
June, we write a work plan for Germany,
for Brazil, for China. These are the
sectors you should focus on this year.
And that is based on our experience, on
the successful projects we"ve had, on our
work with our partners here locally. We
know that, say, the life sciences, to
mention the obvious one in Philadelphia
area, that"s going to be a focus for us

in almost every country. 1In the life
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sciences sector we want to attract more
medical device companies, more biotech
companies, because we have the
infrastructure here. We are very
competitive in that sector. There"s
other sectors where we may be less
competitive, say the automotive industry
iIs the obvious one there. We probably
won"t go after a lot of big automotive
companies. They will not end up locating
here. Whatever you give them, this is
not the area for them.

I*m exaggerating a little bit,
but that"s how we set the priorities.
Where do we have the best chance to have
a successful iInvestment that"s going to
create jobs and investment here in
Pennsylvania. That"s how we focus our
strategy.

DEPUTY MAYOR GREENBERGER: And
I think additionally -- so those are the
state offices that exist throughout the
world, and actually Pennsylvania is a

leader in having those kind of state
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offices.

Locally, there are also
individual nationally based or nationally
oriented trade associations. For
instance, there is such a thing, American
Israeli Trade Association. 17°ve spoken
to Turkish Trade Association. There are
numerous others, and they also have their
own direct connections back to businesses
Iin their respective countries that they
can help us connect to.

MR. GRADY: 1 think too another
area where we see more and more
opportunity to connect with businesses
internationally comes through
Philadelphia®s continued emergence as a
center for tourism and hospitality. So |
think you"ll hear from Jack Ferguson
later. Jack®"s group is out promoting
Philadelphia as a location for trade
association and business. So when
Greenbuild conference comes to
Philadelphia next year, that®"s an

international conference with business
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people from all over the world focused on
products of sustainability. And more and
more 1 think we"re seeing opportunities
to use that kind of network to not only
sell the City for tourism and hospitality
and generate hotel rooms and all the
spending that goes with 1t, but while
people are here in Philadelphia, to treat
them as a bit of a captive audience and
to be able to make a pitch to them, as
you suggested, In a proactive way to get
Philadelphia on their radar.

DEPUTY MAYOR GREENBERGER: You
may have been out of the room when |
mentioned this. At a just purely
individual level, we have an
extraordinary woman who we®ve designated
as our Honorary Ambassador from
Philadelphia to India, and she"s making a
big difference iIn attracting both
businesses, edutourism with the state.

We opened up an educational information
office in one of the premier high schools

in Mumbair to sort of promote Philadelphia
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and Pennsylvania schools that 1 think
have never had that kind of promotion, as
well as attracting students directly to
come here. And I did a quick sort of
calculation one day about what each
student who comes here is worth in terms
of the economic input into our system,
and 1t"s probably, over the four-year
period that they might be here, it"s
probably directly about half a million
dollars.

COUNCILMAN HENON: It"s worth
more if we get them to stay.

DEPUTY MAYOR GREENBERGER: And
iIT we get them to stay, it"s even better,
right. There®s a federal side of that.
We won®"t go into that today.

DEPUTY SECRETARY MUSKENS: 1
know when you talk about doing more
international, there"s always a concern
about budget. 1 had mentioned a little
bit in the beginning, the good thing
about international business development

iIs that i1t pays for itself, and | say
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that because we®ve be measuring that now
for a number of years at the state level.
Senator Brubaker knows i1t better than
anybody in the Legislature. We measure
exactly how many projects we bring to the
state, how many jobs those create, and
how much tax revenue those generate for
the state. And you can do that at the
local level as well.

Last year, just to give you one
number -- and 1 think that gives you an
argument for the City to say we should
maybe spend more on international
business development in the future.

With a $6 million budget, we
generated $64 million in new tax revenue
for the state last year, just to give you
an idea, one for ten approximately. So
that"s the next year. So i1It"s a good
return on investment. You have to invest
a little bit the first year, but i1t"s
going to generate revenue for the City if
you start doing more international

business development. And maybe you
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should have a Deputy Mayor for
International. Alan, that can be part of
his title, because that shows the
strategic priorities.

DEPUTY MAYOR GREENBERGER: No
more titles.

DEPUTY SECRETARY MUSKENS:

Well, somebody else. It doesn"t matter.
But 1 think it"s good to have a strategic
priority that shows publicly that
international is Important for the region
and for the City specifically.

COUNCILMAN HENON: I"m going to
ask you the question, and then I guess it
could be redirected to Mr. Grady. The
H-5 visa opportunities that we have here,
you have a success story down at the Navy
Yard. Are there good opportunities to
promote that a little more for this
region and this state?

DEPUTY SECRETARY MUSKENS: You
talk about the EB-5 program?

COUNCILMAN HENON: EB-5.

Sorry.
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MR. GRADY: As | commented
earlier, we"ve been a national leader in
this program. We"ve invested a lot of
time in building credibility with foreign
investors that Philadelphia is a location
that can attract their investment and
that they get repaid on their investment,
which obviously is important to
investors. And we"re constantly thinking
about ways that we can continue to expand
that activity, both in terms of the
amount of capital that comes in, the
variety of sources for investment. And
most important is really being able to
match a project specifically with the
goals of the iInvestor. Not every project
matches every investor, but I think if we
have approved 35 projects over the last
six or seven years, three or four or five
projects a year for foreign iInvestment we
think iIs a good pace and something that
we want to continue to maintain and try
and grow a little bit.

DEPUTY MAYOR GREENBERGER: A
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huge factor in this, particularly in
China and 1 think also India, is that the
people who make these investments often
do so because the Green Card enables them
to visit the United States regularly to
visit their children who they want to
send to school here. The educational
piece of this is enormous. A very
profoundly held belief that they want to
get top-flight education, not just at the
university level but also at the
secondary level. And i1t"s a strange
thing to go to places like China and
people are openly talking about these
investment funds that allow them to get
Green Cards once they"re vetted.
Always -- i1t struck me as a very odd
thing, but 1t"s talked about quite openly
and 1t"s a very powerful force there.

COUNCILMAN OH: I"11 have some
questions and then I*m sure the Senator
has questions.

So, Mr. Hanley, 1 see from your

card that you are a Regional Director and
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you cover places from New Jersey all the
way down to South Carolina.

MR. HANLEY: That"s right, yes.

COUNCILMAN OH: Could you give
us your advice or your opinion on what
our city, our region can do better to be
more competitive in comparison with some
of the other cities and regions that you
see In your work.

MR. HANLEY: Certainly. Start
with the port, which was the first
question here. With the expansion of the
Panama Canal, ports up and down the East
Coast are working diligently to maximize
that opportunity. So i1t behooves
Philadelphia to take a hard look at the
port and to work collaboratively at all
levels.

The port is more on the
transportation side. [1"m obviously on
the export side, but nevertheless, it"s
an important driver for the region. And
from Savannah all the way up to here in

my region, it"s discussed widely. So it
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was -- the question was spot on, and |
believe that®"s an Important area.

As far as promoting or
internationalizing, what the City I
believe should look at are the resources
that are out there. |1 mean, carefully
look at the resources that are out there
at the federal and state level.
Philadelphia is in the unique position,
being in Pennsylvania, having not just
what we offer at the federal level but
also having the additional services of
the State of Pennsylvania.

The State of Pennsylvania, |
don®t know, by factors of a hundred, is
larger in their export and investment
activities than any other state in my
region. Nevertheless, budget pressures
at the state, at the federal, and at the
city level are tremendous.

So if you have a point person
in the City who can work with the key
people in the International Trade

Administration as well as in Harrisburg
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to understand what the landscape is
there, who can do what iIn what areas, so
that you can leverage off of all the
different services that are available,
iIt"s —- as | said, it"s foolish to go out
and try and replicate what is already
happening, what is already being done at
the federal level and, to that extent, at
the state level.

When 1t comes to investment,
Select USA i1s the first federal
government-wide effort to attract inward
investment. Much like the State of
Pennsylvania, we"re location neutral. So
we"re not going to go out there and
promote Philadelphia. However, our
embassies and consulates abroad will work
with, for instance, 1t Pennsylvania comes
to us in Canada, in Germany, In you name
the market and says, We would like to
promote Pennsylvania, can you work with
us to put on an event to attract
investors, we can then turn and do that,

as well as we can provide ombudsman work.

119

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

We can work across the federal government
now through one contact through Select
USA to help with federal issues that are
getting in the way of inward investment.

So, again, 1 think 1If you have
a point person, 1f you have -- and the
bully pulpit here, the Mayor taking the
lead In being vocal about the iImportance
of international in exports and
investment. We"ve seen the Mayor do that
visibly over the years, and 1 think his
continued efforts In that vein are going
to continue to drive the profile of
Philadelphia.

COUNCILMAN OH: So what you“re
saying sounds very similar to what Deputy
Secretary Muskens was just saying. We
need a point person to organize and
basically put to use all these resources,
federal, state, city, whatnot, and that
that would also signal a leadership issue
In our interest, and then we can meet
these potential new customers actually in

their -- on their shores through our
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embassies through Select USA, which 1
believe Is a new program.

MR. HANLEY: Yeah. The Select
USA 1s a new Investment program. OF
course, export promotion, we"ve been
doing that through the International
Trade Administration for over 30 years
now, since the Carter Administration.

DEPUTY SECRETARY MUSKENS: If |
can just add, on the state level, 1 said
we can only promote the State of
Pennsylvania to attract new investors.
However, we do specific regional outreach
efforts as well with our regional
partners. We®"ve done it for the City of
Philadelphia with Select Greater
Philadelphia. We can actually fund
regional business attraction efforts
through our program. We have a program
called Regional Investment Marketing,
small grants that can help Select Greater
Philadelphia, for example, to go to
Germany or to Spain -- well, Spain not a

good example right now, but Brazil, to go
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and reach out and meet with companies to
attract them to Philadelphia. So we can
help fund regional efforts in a very
targeted way, not just through our own
statewide efforts. 1 forgot to mention
that.

DEPUTY MAYOR GREENBERGER: At
the City level, you"ve heard the Mayor
speak about international travel. We"re
working with Wilfred"s office and with
Linda Conlin and the World Trade Center
to really map out a very precise program
of best places to go, what can we get out
of it, what"s the economic development
initiative. It"s totally about that.

And as I learned in my several decades

running a business, the most new business
you"re going to get is going to come from
people with whom you already do business.

So we"re looking very carefully
at that, and you"ll be hearing more about
that in the coming months.

COUNCILMAN OH: I"m going to

limit myself to one more question. I™m
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sure we can talk afterwards, because 1
want the Senator to have his questions
and keep our time.

But specifically on the issue
of having that World Trade Center
physically here in Philadelphia, my
question would be to the State
Representatives -- 1"m actually sitting
next to one, but when it comes to things
like use of, for example, space iIn the
Convention Center, which 1 understand is
a state-run entity, or through the
Governor®s RCAP funding of development
projects -- 1 actually was talking to and
I*m sure the Deputy Mayor is aware of a
potential building in Chinatown and their
interest in providing space to the state
for the Trade Center and for space for
international parties to meet, how some
of the consul officers when they visit
Philadelphia.

So in that light, is there some
realistic opportunities between the City

and whatever federal entities and the
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state to actually get a physical world
trade center, consular meeting space here
in Philadelphia?

DEPUTY MAYOR GREENBERGER: 1%m
going to suggest that you ask that
question again when Linda Conlin gets up
to speak here.

COUNCILMAN OH: Well, 1 see her
right back there.

DEPUTY MAYOR GREENBERGER:
Because | know you must be chomping at
the bit to answer that. So I don"t want
to steal her thunder on that one.

DEPUTY SECRETARY MUSKENS: 1
just say that capital budget funding is a
possibility, but that clearly is a very
competitive program. It goes through the
Governor*®s Budget Office. Those
decisions are made -- there®s guidelines
out there, because less money available,
there®s more projects probably. But if
iIt"s a priority for the region, again, if
everybody gets together and says this is

priority for Philadelphia and we sign
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lots of support, then you have a chance
to get 1t funded. |ITf 1t"s one of 20
projects in Philadelphia, the chances are
very low.

Right? Senator Brubaker knows
more about this process than 1 do. But I
know Pittsburgh, for example, iIs going
after this. And 1 think this is public
notice, because there"s been articles in
the press about 1t. They want to set up
a world trade center iIn Pittsburgh next
to the airport. They have identified a
site to build one, and they*ve applied
for state funding for that. So it is a
possibility, but, again, everybody needs
to get together and support this as a
priority.

COUNCILMAN OH: Okay. With
that, I might as well hand it off to the
Co-Chair, Senator Brubaker, who, by the
way, does chair the Finance Committee of
the State Senate.

SENATOR BRUBAKER: Well, thank

you very much.
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I just have one question for
each of the four panelists, and please
don®"t hesitate to pass i1If the question --
iIT you don"t have a response.

You talked an awful lot about
the upside of exports and trade and
investment. Can each of you identify one
policy or rule or regulation that we have
in place that serves as a barrier for
successful growth in trade and/or
investment either to the City of
Philadelphia or to the Commonwealth of
Pennsylvania, or you could even go
national i1if you"d like.

One of my goals is to identify
some of these barriers through the expert
testimony so we can work cooperatively
together to reduce the barriers that
currently exist. | know we"re doing a
lot well. 1"m really proud of the
collaboration that we have, but no doubt
we can find a barrier or two and then
ultimately commit to reducing or

eliminating that barrier.
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DEPUTY MAYOR GREENBERGER:
That"s a good question, Senator. 1°11
give you one that we, city/state, need to
be advocates for, because we don"t
actually control this. 1It°s a very
Philadelphia centric issue.

We have an enormous number of
higher educational institutions here,
research institutions here. We have a
lot of young people coming here from
overseas, and | think that"s only going
to increase over the years because of the
economic advantage to institutions to
bring people from overseas.

When they"re done, they have
one year of training and then they are
out, unless they can get an H1B every
three years. This country -- my belief,
pure editorial comment here -- has to be
that we train them to be here. Most of
them enjoy being here. We need to find a
way to let them stay here, having been
vetted, whatever the right process iIs at

the federal level. You get a college
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degree here. We need to be able to hold
these people here. They are an enormous
piece of this economy, can be an enormous
piece of the economy.

DEPUTY SECRETARY MUSKENS: 1
would have to say immigration issue is a
big issue. 1°ve gone through the process
myself. 1*m very familiar with it. And
I"ve seen a lot of companies we work with
even very recently that had to leave
Pennsylvania because they were not able
to get the right visa on time or at all
because of visa quotas, and they were
willing to locate here and invest here.

So that®"s just a great obstacle
for businesses. 1 can"t even measure |
think how much investment we could miss
from companies that can"t come here
because of immigration or people who are
students that can®t stay here after they
get their degree. We have very
high-level students that want to set up
companies. They"re entrepreneurs, mostly

from Asia a lot of cases, and we lose
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them. They don®"t add value to our
economy. It"s in our own self-interest.
It"s a pity that we lose that
opportunity. We can®t do anything about
It at the state level obviously, but it
IS a big issue.

MR. HANLEY: Well, on the visa
issue, obviously I would defer to my
colleagues at the state department on
that, but as we work particularly with
companies who are bringing in new agents,
distributors to train them, those small
or medium-sized companies do come to us
when they have issues or delays iIn order
to get those new partners iInto the state,
into the country to train them.

But 1 would just give a
two-part answer beyond that. When you
talk about barriers, immediately my mind
goes to market barriers, barriers to U.S.
companies trying to do business overseas.
And while a lot of our work that 1
mentioned regards the business assistance

that we provide small and medium-sized
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companies, Interweaved with that are the
market access barriers that our trading
countries put in place. Typically
they"re not the barriers that are
tariffs. They"re non-tariff trade
barriers or they“re just complications in
doing business abroad. And the
commercial diplomacy work that we do out
of the embassy and consulates, the work
between U.S. government and foreign
governments invariably is part of the new
business development work that needs to
be done on behalf of not just big
companies but small companies for sure.
When 1t comes to barriers here
in the U.S. for exports, | would say that
what Is promising right now is what"s
going on in Washington under export
controls reform. |If you"re a small
business and you®re exporting highly
sensitive or high technology products,
you might have to run Into not just
Department of Commerce but State

Department, Defense Department, and
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perhaps Justice, and it can be very
complicated, very expensive, a lot of
time delays that could cause you to lose
sales.

So this has been a well-known
problem and something that the
Administration has taken on to
consolidate and reform export controls.
It"s a slow process. Obviously there are
a lot of security issues at stake, just
like with visas. However, we"re seeing a
lot of progress in that area. In fact,
we had our sister agency, BIS, up in New
Jersey at that Discover Conference and
they gave an update on the reform
efforts. So we expect to see more
movement in that area this month, in
October.

COUNCILMAN OH: Thank you.

MR. GRADY: Just two quick
things. One is, there was some
discussion earlier about dredging, and 1
think the physical limitation of our port

and continue to dredge the river 1is
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certainly a barrier that if we, 1 think,
particularly want to focus on growing
exports from Philadelphia. We"re seeing
a lot of activity In our energy sector,
reinvestment in our refinery complexes in
Philadelphia and throughout the region,
and to really capitalize on that. Having
a deep river that has access to the
channels i1s an important leverage point.
And then as i1t relates to our
activity around the EB-5 program, that"s
a program that up until this year the
federal government has extended on a
year-to-year basis. This year they®ve
extended it for two years. The more
permanent we can make that program, the
more we can invest to establish all the
infrastructure that"s necessary to build
a multi-year program that is more
successful at attracting capital to
investment here. So advocacy in
Washington on that issue iIs something
that"s been important to us as well.

DEPUTY MAYOR GREENBERGER: 1
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woulld add, Senator, since John brought up
the subject, infrastructure in general.
We have an extensive rail infrastructure
in the City. Obviously there®s a highway
infrastructure both in the City and in
the state, and it"s been well documented
that some of this infrastructure is 1iIn
trouble and needs some serious and
high-dollar attention for it to be able
to do what i1t"s supposed to do. Without
iIt, we can"t move product.

COUNCILMAN OH: All right.
Thank you very much for being here, and
1"11 ask the Clerk to call the next
panel. Thank you very much.

DEPUTY MAYOR GREENBERGER:
Thank you, Councilman.

Senator, thank you.

THE CLERK: At this time, 1
woulld like to invite our next panel -
Linda Conlin, World Trade Center of
Greater Philadelphia; Steve Jurash,
Manufacturing Alliance of Philadelphia;

Thomas Morr, Select Greater Philadelphia;
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Jack Ferguson, Philadelphia Visitors and
Convention Bureau; Therese Flaherty,
Wharton Small Business Development
Center.

COUNCILMAN OH: Thank you very
much, and while they"re taking their
seats, | will answer in part the
Senator®s question, that there are
approximately 12,000 businesses involved
Iin exporting, and 11,000 of them are
small businesses with less than 500
employees.

(Witnesses approached witness
table.)

COUNCILMAN OH: I will note
that we"re approximately 20 minutes
behind schedule, and so I will try to
move us up a little bit. And I will say
that i1if there®s anyone waiting for public
comment, to please sign the sheet,
although 1 would encourage public comment
for tomorrow after the session is done,
because we"re on a tight timetable.

So with that, | would thank the
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panel for coming in. Thank you very
much, and we*ll begin testimony in the
order that you were called, so beginning
with Ms. Conlin.

MS. CONLIN: Good afternoon.

COUNCILMAN OH: Good afternoon.

MS. CONLIN:z I"m Linda Conlin,
President of the World Trade Center of
Greater Philadelphia, and on behalf of
our Board and professional staff at the
World Trade Center of Greater
Philadelphia, 1 want to express my
appreciation to you, Chairman Oh, members
of the Committee, and to certainly
Senator Brubaker for giving us the
opportunity to participate in this very
comprehensive two days of hearings on
making Philadelphia a more globally
competitive city.

When 1t comes to ensuring
Philadelphia and the region®s place in
the global economy, it"s encouraging to
see such a demonstration of city and

state leadership. So my congratulations
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to you, Councilman Oh, and certainly 1
want to express my appreciation to
Senator Brubaker for being such a strong
and effective leader in the Pennsylvania
Senate.

I want to begin by recognizing
the strong partnership that we have
always shared with the City, beginning
certainly with Mayor Nutter, many members
of the City Council, as well as Deputy
Mayor Alan Greenberger and the
Philadelphia Department of Commerce. |1
see that Duane Bumb is here, as well as
Carol Brooks. We"ve worked with Karen
Randal and Curtis Gregory, and all of
these individuals have helped us to reach
more and more Philadelphia companies in
our efforts to provide international
trade services, and all of the support is
very timely.

Despite news about the
contraction of the global economy over
the next few years, which the article

appeared in today®s Wall Street Journal,
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It is true that the International
Monetary Fund projects that 87 percent of
the world"s economic growth over the next
Tive years will take place outside of the
United States. And certainly i1t was
mentioned earlier, 95, 96 percent of the
world®s consumers lie beyond our border.
So it"s no surprise that more and more
companies are looking to global markets
to iIncrease their sales.

It was commented on earlier
that Pennsylvania ranks as the nation®s
tenth largest exporting state. The
Philadelphia metro area, which includes
Camden, Wilmington, and parts of
Maryland, is now the eleventh largest
exporting metro area in the country,
registering some $26.2 billion of export
sales in 2011. So all of that certainly
IS very encouraging.

We"ve been asked to focus on
key considerations and recommendations to
grow the City"s economy through trade,

investment, and innovation, and in this
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regard, 1°d like to frame my remarks this
afternoon on the policies, programs, and
partnerships to advance the City"s global
competitiveness, but first, Mr. Chairman,
what 1°d like to do is give some brief
background on the World Trade Center and
what we®"ve done in the City and iIn the
region to help companies grow their
global business. And | appreciate the
reference that"s been made to our
organization by our many partners here
today.

I think what you"re going to
see over the next two days iIs a very
reassuring message that there are a lot
of existing organizations, whether i1t"s
on the federal level, whether 1t"s on the
state level, whether 1t"s In the private
sector, whether it"s within the City,
that are working together. And so
clearly, there are a lot of assets that
you can draw upon in helping companies to
do more business globally and, of course,

to support overall trade and investment.
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As a world trade center, we"re
one of over 300 licensed world trade
centers in some 100 countries. We are
all focusing on advancing trade and
prosperity by increasing global business
for our member companies.

The World Trade Center of
Greater Philadelphia is an educational
non-profit, but, more precisely, 1 would
say, Mr. Chairman, that we are an
economic development organization,
providing international trade assistance
and counseling, educational programs, and
key global connections to help companies
in Pennsylvania and New Jersey compete
and succeed in global markets. As a
world trade center, we work with
companies in five counties of
Southeastern Pennsylvania and eight
counties of Southern New Jersey.

As a world trade center,
connecting with over 100 of our sister
centers, we have access to over

three-quarters of a million of potential
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customers who are members of these world
trade centers globally. That"s an
Iimportant resource. That"s an important
network to tap iInto.

I*m very proud to say,
Mr. Chairman, that the past ten years
that we have helped companies in the
region, many of them right here in
Philadelphia, increase their export sales
by over $800 million, supporting some
10,000 jobs. We are also very proud --
and I"m pleased to see Deputy Secretary
Wilfred Muskens here as well -- we are
the official export representative of the
Commonwealth. There are ten of us in
total in the state. There are some 20
international representatives that are
part of the World Trade PA program, and
from my perspective and having come not
from a foreign country, unless you
consider Washington, DC a foreign
country, as a former Assistant Secretary
of Commerce for trade development as well

as a former member of the Board and Vice
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Chair of the Export-Import Bank of the
United States, | can say hopefully with
credibility that Pennsylvania has the
most comprehensive trade development
program in the country, and you should be
quite proud of it. The challenge is
making more of our companies aware of the
services that exist and of the great
partnership that we have with our federal
government through the U.S. Commercial
Service, and Joe Hanley spoke earlier
about that.

I*m going to make two
additional comments about companies that
we"ve helped here in Philadelphia County,
because I know you"re interested in
learning about the kinds of companies
that we work with. And on average, iIn
Southeastern Pennsylvania, Southern New
Jersey, we work with about 300 to 400
companies each year.

I am proud to be joined today
by Andrea Townrow, our Executive

Vice-President, who is with us here, as

141

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

well as Dale Foote, who is our
international trade representative, who
works specifically with companies in
Philadelphia County. In fact, for the
past six years, we have helped more than
27 companies in Philadelphia County
generate more than $67 million in
incremental export sales to more than 44
countries. Now, obviously we work with a
wider universe, approximately a little
over 100 companies in the Philadelphia
County area alone.

Now, these are companies like
Custom Chill in Northeast Philadelphia.
It s a small business, and having been a
former small business owner, It"s
something near and dear to my heart.
They®"re a manufacturer of portable
specialized chillers for medical and
industrial application. They recently
made a multi-million-dollar export sale
to an Austrian medical laser OEM, and
that was done with the help of

Pennsylvania®s international trade
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representative in Europe, who helped
connect them with the appropriate -- with
this Austrian buyer.

Exports now account for over 50
percent -- let me repeat that -- 50
percent of Custom Chill"s business, and
for Dale to know, for Wilfred to know,
for me to know that we have had a hand in
helping that company access that kind of
business in a time when our economy is
still not growing as quickly as it
should, that we helped this company
access opportunities overseas, well,
quite frankly, that"s why we"re doing
what we"re doing and why we"re in
business.

There®s another manufacturer,
Sandmeyer Steel, a manufacturer of steel
plate. Again, by working with
Pennsylvania®s trade representatives iIn
markets like Brazil, Australia,
Singapore, and Vietnam, we have helped
this company recognize

multi-million-dollar export sales in
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these markets by finding agents and
distributors iIn these markets, as well as
identifying trade missions and trade
shows that would have them gain access to
these markets.

We"ve also assisted Drexel
University, and I know you®ll be hearing
later today and tomorrow from President
Fry and Vice-Provost Mostov, but through
the trade representatives in China and
India, we"ve helped Drexel recruit
international students that have meant
millions of dollars to this educational
institution. The same representative in
Shanghair helped Alison Vulgamore and the
Philadelphia Orchestra with the recent
concert tour and residency in China.

I could go on and on about the
companies that we"ve assisted, but this
IS where the rubber meets the road. This
iIs where you really understand how much
global trade creates jobs and helps
entrepreneurs, helps small and

medium-sized businesses grow their
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business and support and iIncrease jobs.

Now, where do we go from here?
Actually, you®ve heard a lot of great
ideas. We have a lot of resources here.
I think the thing is to have the
policies, whether i1t"s trained workforce,
whether 1t"s transportation
infrastructure, regulatory and tax
policies that support and do not stifle
growth, whether i1t"s programs, many of
which you®ve heard about today to support
trade, and the partnerships, whether it"s
between the federal government, the U.S.
Commercial Service, the World Trade
Center, the City"s Department of
Commerce, the State of Pennsylvania, all
working together to provide services to
our companies. So | think it"s a matter,
Mr. Chairman, of -- and I think Wilfred
and both Joe Hanley said it earlier --
coordinating these efforts and leveraging
the existing resources. And I know
you"ll hear later on from a

world-class -- about World Class Greater
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Philadelphia from the Economy League and
Steve Wray and about a new association
called Global Philadelphia. 1 got to
tell you, wearing my federal hat, this
region is really blessed with an
organizational infrastructure that 1is
there to tap. The challenge is letting
more of our companies know about it and
how to navigate the various resources,
and that"s why we -- in closing, let me
say that we look upon the World Trade
Center of Greater Philadelphia as a
global business resource that will advise
companies, whether they"re exporting,
importing or want to invest in the area,
where the best places to go for
assistance. Certainly within our office
we have experience in some 75 markets
globally or through our partners.

So 1 want to thank you once
again, Mr. Chairman, for giving us this
opportunity.

I will make one comment, unless

you want it to be handled in the question
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and answer period, about a world trade
center building. I know this has come up
several times.

COUNCILMAN OH: 1"m going to
ask you. So why don®"t we -- let me ask
you that question, because 1t"s coming.
Thank you very much.

MS. CONLIN: Thank you,

Mr. Chairman.

COUNCILMAN OH: And then 1°d
ask Steve Jurash to make his comments.

MR. JURASH: Good afternoon,
Chairman Oh, Senator Brubaker in
absentia, and members of the Committee on
Global Companies and the
Creative/Innovative Economy. My name 1is
Stephen Jurash and I*"m the President and
CEO of the Manufacturing Alliance of
Philadelphia, a trade association for the
more than 1,000 companies that comprise
the manufacturing sector of this city.
And unlike my distinguished panelists, |
am Philadelphia first and Philadelphia

centric. So they do wonderful work in
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the region, but I want to address just
what affects Philadelphia from a
manufacturing standpoint.

1*d like to focus my testimony
on two areas | believe are key to making
Philadelphia more competitive and more
likely to attract investment. These are
workforce development and the marketing
of Philadelphia®s industrial land.

First, workforce investment.
Philadelphia manufacturing needs a strong
technical workforce. Manufacturers rely
on the right workers with the right
skills at the right time to drive
innovation, iIncrease productivity, and
remain globally competitive. Workforce
development is needed to give workers the
right skills to access employment and
advancement opportunities.

Manufacturing executives will
tell you that a skilled, educated
workforce i1s the single most critical
element of iInnovation success and the

hardest to acquire.
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Today, we estimate that there
are approximately 500 manufacturing jobs
in this city that cannot be fTilled due to
a lack of skilled workers and a lack of
work ethic or foundational skills
required for entry-level employment.

The difficulty at entry-level
In some ways Is the most disturbing,
because companies will not iInvest time
and money training unreliable workers.
One company in Port Richmond, for
example, must hire 100 individuals to end
up with ten keepers at the end of the
year. This condition costs this
manufacturer well over $250,000 each
year, and constricts both competitiveness
and their ability to innovate.

All the while, our School
District has reduced or eliminated
vocational training suitable for the
manufacturing sector, and residents must
generally go outside Philadelphia County
1T they want to receive post-secondary

technical training.
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These factors inhibit
Philadelphia®s ability to attract new
manufacturers and are now an Important
consideration when companies contemplate
a move out of the City.

To remedy this, we need to
restore vocational training and secondary
education, and relevant vocational
training must be made available to the
City"s neighborhoods through its
community college. More than this, we
must instill a whole set of new values
into our elementary school curriculums.
Recent studies show that reaching
children early is essential to their
lifetime success. Key workforce skills
such as motivation, persistence, and
self-control are developed early.
Cognitive and non-cognitive abilities are
important for a productive workforce, and
gaps that emerge early are difficult to
change.

But at the core of this, we

must recognize that not all of our
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children are going to college, nor should
they. According to the Center for Labor
Market Studies at Northeastern
University, just one in two recent
graduates are finding jobs. What"s
worse, kids aren®t even offered the
choice of a career In manufacturing
because of outdated i1deas about
sweatshops and dirty working conditions.
Modern manufacturing has increasingly
employed sophisticated technologies and
processes, and today"s shop floor bear
little resemblance to shop floors of even
ten years ago. We must begin marketing
manufacturing to our children and offer
them a choice.

The second area 1 would like to
discuss is attracting overseas
investment, particularly by attracting
new manufacturing to Philadelphia.
There®s several factors that need to be
addressed before we can successfully
compete in the global marketplace.

First, 1t"s hard to sell a
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product 1T you don"t have a clear idea of
where your product is or how many you
possess. The product I"m referring to
here i1s iIndustrial land. We have no real
inventory of our industrial land or
structures. With City government, Public
Property has an inventory and so does
PIDC, but I"m not sure how much
coordination exists between these two
entities. Then there are the real estate
brokers who have their own inventory as
well as PECO and others. The problem is,
there is no one comprehensive list.

But even i1f we had such a list,
who is to do the marketing? There is
really no single organization responsible
for marketing just Philadelphia.

Regional marketing is just as likely to
sit a potential customer down in Bucks or
Chester County as it is in Philadelphia.
We need someone or something dedicated to
marketing Philadelphia®s industrial land,
and we"ll never be able to adequately

attract or compete until we do.
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I believe there are substantial
opportunities in both Europe and Asia to
attract manufacturing companies here.
Philadelphia®s i1deally located, as we"ve
discussed before, with excellent access
to road, rail, air, and sea facilities.
With a comprehensive inventory of our
assets and a dedicated marketing plan, we
stand a good chance of attracting these
Investments.

One possible solution to the
challenge 1°ve just described would be to
charge a fee to developers. For every
piece of land that is rezoned or for
which a variance is issued, changing that
parcel from industrial or to something
else, residential or commercial, for
example, those fees would go into a pot
to pay for marketing and maintaining the
current inventory of land and property.
Also, real estate brokers would
contribute to this pot and share their
inventories so they could benefit from

global marketing initiatives. They would
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likely receive a bigger bang for their
buck in their marketing dollars than they
currently are by increasing their reach
to a worldwide list of new customers.
There are currently other
ideas, and we should engage iIn a
conversation about how best to attract
new manufacturing to this city.
Solutions do exist and must be pursued if
we are to compete globally and attract
foreign investment. Imagine, for
example, what might be done with our old
multi-story industrial buildings when, in
combination with recent legislation
allowing the City to move more easily to
acquire tax-delinquent properties, we put
a new spin on marketing these buildings.
It"s conceivable that entrepreneurs may
find these low-cost buildings attractive
for populating with small manufacturing
companies, such was done with the Globe
Dye Works building in Frankford, a
175,000 square foot industrial building

which sat vacant for many years. Others
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could reconfigure their manufacturing
process to work in a multi-story
environment and take advantage of some of
these reasonably priced buildings rather
than searching out a more costly
single-story configuration. Bringing
manufacturing back to our neighborhoods
Increases opportunity for all.

Proper workforce development
will Increase manufacturing®"s ability to
compete and innovate, with the added
benefit of putting our neighborhoods back
to work. The average manufacturing
salary in Philadelphia is $49,000 per
year, and much of these jobs do not
require a college education. If we adopt
a creative approach to consolidating our
inventory of land and properties and
establish good Philadelphia centric
marketing, we could create a renaissance
of not only new manufacturing but
world-class manufacturing right here in
Philadelphia.

Thank you.
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COUNCILMAN OH: Thank you very
much .

Now the testimony will come
from Thomas Morr.

MR. MORR: Mr. Chairman, thank
you for holding these hearings. 1 think
this 1s a very useful effort on your
part, and I commend you and Senator
Brubaker and the members of the Council
for your interest in this subject.

I am Tom Morr. 1°m the
President and CEO of Select Greater
Philadelphia, which is the economic
development affiliate of the 5,000-member
Greater Philadelphia Chamber of Commerce.

Select 1s an economic
development and business attraction
organization which promotes the tri-state
11-county Greater Philadelphia region to
enhance the area®s image and recruit and
retain businesses here. Select markets
nationally and internationally to
position the region as a dynamic and

profitable business location. We
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proactively invite companies to locate in
the region and compete aggressively to
attract them here. Select provides
companies with accurate information about
the region, connects them to area leaders
and service firms, facilitates real
estate workforce and incentive analysis,
and acts as a liaison between company
representatives and economic developers
in the tri-state area.

Let me punctuate a point that
Linda and others have already made, and,
that i1s, that economic development is a
team sport. And 1 think in this region
what you"re going to find is, the team
works very well together.

Select Greater Philadelphia was
created because this region was being
under-marketed. Philadelphia was defined
typically just as Philadelphia County or
perhaps as the five southeastern counties
in Pennsylvania, which by themselves are
important. They represent a third of the

Pennsylvania economy. But when you rank
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them with other major cities, they rank
somewhere between fTifteenth and twentieth
depending on the metric.

When you look at the five
counties that are part of the metro
region in New Jersey and New Castle
County, which i1s also part of the metro
region in Delaware, we jump somewhere
between fourth and seventh, again
depending on the metric.

So we were being
underrepresented as a community because
we weren"t telling the story of a
metropolitan area that happens to cross
three state boundaries. And, iIn fact,

data is reported by state, and so our

data was being split three ways and, as a

result, people didn"t understand the
economic power of this region.

IT you look at -- go on Google
Earth and go up high enough, you will see
where the metropolitan area ends and
wanders off to rural area, and you will

note that it covers parts of three
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states, and that there are people who
live In Horsham and work in King of
Prussia and live in Malvern and work in
Center City and all of the other
directions you can imagine. This lives
as one city that happens to be part of
three political jurisdictions.

So Select was created to solve
that problem. And because It"s a
tri-state area, there®"s no unit of
government that represents the whole
area. And so the business community here
in the region stepped up to fund Select.
We have a budget that ranges between $3
and $4 million a year, a staff of between
16 and 18 people that are working full
time to promote this region and
Philadelphia County. We are not about
trying to tell companies where they
should locate. We are trying to help
companies understand where in the region
Is the best place for their particular
needs. And 1 think Alan Greenberger said

it well. All of us believe 1t"s about
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the customer, what"s in it for them. |If
we can®t answer that question, they“re
not going to come here. And so we don"t
try to tell them where they should go.

We try to find out what they want to do
and then help them find what they need to
be able to be successful.

Select services are
complimentary and confidential, and our
work encompasses a broad range of
activities. The thing that
differentiates us i1s that we"re led by
business leaders in the region and
representing each of the three states iIn
our region. Our focus iIs tri-state
regional. We are funded almost entirely
from the private sector, and we work very
closely with 11 economic development
communities, if you will, In each of the
counties. It i1s a partnership, and it
really works pretty well.

What Select provides is data.
Our core product is information. We have

built a library of information about this
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region. It i1s unequaled in the area. |IT
you or any of your colleagues need
information about the region or about
Philadelphia County, we have already
catalogued i1t, because companies ask us
for information daily and they don"t give
us time to answer the question. If we
don®t have that already, we"re out of the
running. They want their answer by 3
o"clock tomorrow afternoon. So we have
built a library of data, and we have done
some custom studies of our region that no
one else has done, designed to help us
understand it better.

For example, we"ve studied the
life science sector through the Milken
Institute. We created a club of
organizations that funded a study from
Milken that identified us as one of the
top life science sectors in the country.

We last year completed a study
of research and development across the
region that determined that not only were

we spending a billion four iIn our
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academic institutions, but the private
sector was spending $8.9 billion in
addition to that in their own activity.
So that we are one of the top five R&D
centers in the nation, and, again, we"ve
got the data to demonstrate that.

We"ve studied higher education
and defined the impact of higher
education on our region - logistics,
workforce, and others. If you need
information, we are a tremendous resource
for 1t. If we don"t have i1t, we know
where 1t is If It exists.

We also market the region. We
operate a very robust website. We have
two electronic newsletters, one that goes
out to 20,000 opinion leaders iIn this
region to help inform them so they can be
effective advocates for our community as
they go about their business. Remember,
I said economic development is a team
sport. Today, more than any other
source, we receive leads and prospects

from people in this community. We get a
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tremendous number from Wilfred Muskens*
organization. Their network of overseas
representatives is quite good. At one
time, that was the largest source of

our —- single source of our leads, but
today we"re getting more leads from
people in the community based on their
relationships and their contacts and
their professional work.

We do advertising. We do
direct mail. We have conducted media
tours targeted to particular industries
to showcase our region nationally and
internationally to a variety of sectors
on behalf of the community.

We also provide a set of
services to help companies and site
selectors with location, expansion, and
market decisions, comprehensive regional
demographic, cost, workforce data,
business insight, government connections,
real estate information, and site visit
coordination, among others. We

frequently arrange for area business

163

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

leaders to meet with Select"s clients so
that those prospects can learn from
someone in the business here about what
iIt"s like to do business here. Believe
me, they are our most effective
advocates.

In the period of time that
we"ve been in business, our sales force,
our business development team, has
organized 147 marketing missions. They
have met face to face with 550 site
selection consultants. We have generated
over 1,100 prospects, submitted 374
proposals, organized visits for companies
573 times, all to locate 84 companies in
this region. Those companies directly
have or will employ just under 4,000
people, at an average wage of $82,000.
IT you put a multiplier on that, that
means we"ve added something close to
11,000 jobs to the economy of this
tri-state region, with an impact well
over half a billion dollars per annum.

Let me shift gears. 1 want to
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give you a few insights about what we
hear from people in business. We did a
perception study last year and found that
13 percent of the companies we surveyed
thought workforce was most important, but
11 percent cited tax burden, 10 percent
thought regulation on business was a
deciding element, 9 percent indicated
that labor costs drove theilr decision.
We"ve also talked to site
selectors, and what they tell us is if
you want to be successful as a region, as
a city, you want to build your reputation
as being a business-friendly location.
What does that mean? Low tax burden, no
undue burden of regulation or unfunded
mandates on companies, an approval
process that treats people who are from
here -- or who come here the same as
someone from here in terms of fairness.
Their clients want even more
than that. They want a safe place, a
strong market, talented people, excellent

schools, a good quality of life,
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excellent air service, and so on, all of
that which i1s available here iIn this
region or which we work to try to improve
and make available here.

I know I"m out of time, but 1
want to say about two sentences.

The opportunities here for you,
in my mind, are, first, to provide an
environment that fosters entrepreneurship
and allows companies that may not have
revenue today to be successful i1n the
City, because that"s where they want to
be.

Number two, you need to
leverage the academic institutions that
reside in this city for their ability to
generate ideas and talent and community
impact, far more iImportant to you as a
city than whatever taxes you may extract
to add to your budget, because that"s
where they will contribute to the growth
of our economy.

Energy is a big factor. The

EEB hub is a huge opportunity to make
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this the place for energy efficiency,
which, of course, i1s the low-hanging
fruit in energy. But i1if you look at the
refineries, iIn the last year they"ve been
repurposed and redefined. The new owners
are not thinking about saving the jobs in
those refineries. They"re talking about
growing the refineries. How do we help
them do that? |If we do, they will have a
much more important role to play.
Already the largest commodity that moves
in and out of our ports is petroleum
based.

The ports have been mentioned.
Marcellus Shale has been mentioned. 1
want to focus one more thought, and that
iIs on the airport. That"s our gateway to
the world. As you"ve noted, we have
tremendous air service to Europe. 1 can
show you of the 763 international
companies that are in this region, 179 of
them that are in Philadelphia County
employing 35,000 people, those that are

in communities -- from countries that
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have non-stop ailr service have more

connections at either end and are more

successful i1n growing their economy.
with that, 1 will stop, and

thank you again. 1 look forward to your

questions.

COUNCILMAN OH: Thank you very
much.

The next witness will be Jack
Ferguson.

I apologize for the small desk.

MR. FERGUSON: 1t"s a tight
fit, but we"ll make it happen.

Councilman Oh and the members
of the Committee, thank you for inviting
me here today to take full advantage --
to discuss taking full advantage of the
global opportunities to spur economic
development in Philadelphia.

I*m Jack Ferguson, the
President and CEO of the Philadelphia
Convention and Visitors Bureau. The PCVB
represents the best of Philadelphia to

organizations and people around the
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globe. We are a non-profit membership
corporation, the official tourism
promotion agency for the City of
Philadelphia, and also the primary sales
and marketing agency for the Pennsylvania
Convention Center. The hospitality
industry represents 56,000 jobs iIn the
City, and it"s in every Councilman®s
district.

The PCVB engages global sales
and marketing activities and understands
the critical importance of the City"s
proactive engagement in positive
international profile in the global
marketplace. Our efforts on behalf of
the City are impacted daily by
Philadelphia®s perception in the minds of
business and tourism leaders and
consumers around the world.

Without diving deep in the
report details, the 2011 Anholt-GfK City
Brand®s Index funded by the PCVB, the
Economy League of Greater Philadelphia,

Select Greater Philadelphia, Philadelphia
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International Airport, and the
Pennsylvania Convention Center tells us
that Philadelphia®s brand 1s seen as an
American city rather than a global city.
Our image is hurt by poor perceptions
regarding business environment, safety,
cleanliness, and contributions to the
world. But the study also ranks
Philadelphia twelfth in the potential as
a place to study, work, and do business,
and with the power to attract and retain
talent and capital. It i1s Philadelphia®s
global potential that brings me here
today to testify about the City"s future.

We promote Philadelphia as a
destination of choice every day, from
London to Berlin to Shanghai to Sompolno.
While our global sales marketing efforts
focus on the leisure visitors, convention
attendees, and sports fans, our message
reaches business owners, political
influencers, and potential students,
among others.

In 2011, Philadelphia welcomed
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613,000 international visitors. Since my
organization launched the City"s
International Consumer Marketing Campaign
in 2000, the PCVB has increased the
international visitation by 35 percent.
Over the 11 years, Philadelphia®s ranking
among U.S. destinations by international
visitors grew from twenty-first to
twelfth.

Philadelphia®s meetings and
convention industry, which generates more
than a billion dollars a year in economic
impact, fills the majority of hotel room
nights. It also is heavily impacted by
international attendees.

Just to give you an example, we
hosted American Diabetes this past June,
25,000 attendees, 61 percent from around
the world. On the average, 40 percent of
Philadelphia convention attendees and
exhibitors come from outside the United
States. More than half of all the
meetings in Philadelphia each year are

related to the life sciences.
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The Milken Institute ranks
Greater Philadelphia second in the
country as a world-class life science
center, which Tom Morr alluded to. The
PCVB"s Life Sciences Congress reports on
health care and pharmaceutical meetings
that were booked in 2012 alone for the
future years are projected to have an
economic impact of $200 million, and they
will only grow as we move forward.

Philadelphia®s position as the
center of medicine and education Impacts
the City"s economy and global brand. As
a world-class life science research
center, Philadelphia scientists are in
the forefront of today®"s medical
advances. In fact, Philadelphia
International Medicine reports a 45
percent Increase in international
patients in the last 12 months.

The economic impact of just one
international student studying in
Philadelphia in a year is $35,000 to

$40,000, according to Select Greater
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Philadelphia. If you multiply that by
11,600 international students attending
college in Philadelphia, you have a
yearly economic impact of over $400
million.

The University of Pennsylvania
and Drexel University alone enrolled
7,000 international students in i1ts last
academic year. With this opportunity in
mind, the PCVB is working with Campus
Philly and individual universities to
develop edutourism programs, the
combination of education and tourism for
students coming from abroad, as well as
summer educational programs for both
international students and
executive-level corporate professionals.
These partnerships are designed not only
to position Philadelphia as a tourism
meeting destination, but also as an
attractive global city for education,
medicine, and business.

We understand that in order to

communicate Philadelphia®s various assets
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and strengths, a consistent messaging
strategy must be utilized effectively to
position the City in the minds of our
global consumers. To this end, the PCVB
has embarked on a global messaging
project for the last six months,
interviewing close to 200 people, both
domestic and international, in focus
groups and one-on-one interviews to
develop an open source message platform
to identify Philadelphia, intended to
attract travelers and business people
from around the world. Through this
project, the PCVB has crafted
Philadelphia®s Global Elevator Speech, a
story of a modern-day renaissance city
that celebrates freedom and democracy,
values innovation and education, nurtures
the creative spirit, celebrates outdoor
life and sports, features a vibrant
street life, and all accessible In a
friendly environment.

This fall, the PCVB and other

corporate, government, and non-profit
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partners will be using the new
Philadelphia story to better position the
City in the hearts and minds of global
consumers iIn a concentrated effort around
business attractions.

I want to note that our success
In attracting international visitors has
been rooted in an on-the-ground overseas
campaign as well as direct flights from
Europe, which impact Philadelphia®s top
feeder markets and emerging markets. As
we look to the future, adding to direct
flights from markets such as Asia and
South America will be critical to
capitalize on the fastest growing travel
markets. We support the efforts of Mark
Gale and the Philadelphia International
Airport to secure new flights from
countries such as China, Korea, Japan,
and Brazil.

Your Committee is chartering
the course to maximize global
opportunities that will spur economic

development in Philadelphia. The
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Philadelphia Convention and Visitors
Bureau Board of Directors, dedicated
staff, and 900 member businesses and
partners recognize the support and value
of this -- that this investment means for
both the public and private sector to
increase Philadelphia®s brand position iIn
the world and capture our share of the
international visitor spending.

International tourism to the
United States is forecasted to grow by 23
percent by 2016, according to the U.S.
Department of Commerce Office of Travel
and Tourism Industries. This iIs a
critical time to increase the iInvestment
of Philadelphia®s global sales and
marketing initiatives to do it iIn a
collaborated, strategic fashion. The
data has demonstrated increases in the
international visitation to Philadelphia
when our organization was funding for
global initiatives. The more funds
available, the larger the percentage

increase i1In those visitations.
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Data also clearly demonstrates
that there is a sharp decrease iIn
overseas visitors to a city like Boston
where Massport cut out tourism in 2001
and 1t took them many years to catch up
on their visitations.

The Philadelphia Convention and
Visitors Bureau strongly supports City
Council®s global economic development
objectives and looks forward to working
with you to maximize visitations, iImage
building, and economic impact of the City
of Philadelphia.

And before closing, 1 want to
just mention, as Wilfred did, about the
offices from around the world that
represent the Commonwealth. We took on
the responsibility of the International
Tourism Offices last fiscal year. So we
have seven, and we"ve also opened up
representation in Brazil, China, and what
Alan Greenberger referred to earlier with
India.

I thank you for your time this

177

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

afternoon, and 1 hope this helps.

COUNCILMAN OH: It does. Thank
you very much.

I will recognize Councilman
Denny O"Brien is in the room sitting In
the audience. And with that, our next
witness Is Therese Flaherty.

MS. FLAHERTY: Thank you. Good
afternoon, Chairman Oh, Senator Brubaker,
and members of the Committee. Thank you
for this opportunity to address these
Issues that are so important to our city,
our region, and our Commonwealth. 1 also
want to thank you for the support you
provide to the ongoing partnership of the
University of Pennsylvania with both
state and local governments and with the
City. 1 also want to thank the
Pennsylvania Department of Community and
Economic Development for supporting the
Southeast PREP, the organizations that
support together economic development
throughout our region, and especially and

finally for the support of the
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Pennsylvania Small Business Development
Center network, which helps thousands of
small business owners throughout the
Commonwealth start and grow businesses.

I have the privilege of leading
the Wharton Small Business Development
Center at the University of Pennsylvania.
We are part of making real our
University®s commitment to economic
inclusion and to supporting small
businesses within the West Philadelphia
community as well as within the region.
Since 1980, our Wharton Small Business
Development Center has helped over 25,000
small businesses to start and grow. This
year we will support over 700 businesses
and business owners.

As you know, small and
entrepreneurial businesses are essential
engines of Innovation and economic growth
for the U.S. and for international
economies. We really see a tremendous
opportunity in small businesses to

leverage innovation in order to enhance
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the creative economy here, In order to
Increase exports from our regional
businesses creating jobs, iIn order to
bring back to our region world-class
knowledge, 1nnovation, and best practices
that feed forward to renewed iInnovation
by our local businesses, and, finally, to
Iincrease the recognition of the
Philadelphia area as a world-class region
for doing business and for enjoying an
excellent quality of life.

The creative economy here 1is
largely based on small and innovative
businesses - art, graphic design, music.
Philadelphia, as you know, is seeing a
large increase iIn innovative activity -
incubators, meet-ups, mobile Mondays,
Philly Start Up Leaders, and many young
entrepreneurs. You will hear many
stories of these iInnovators during your
hearings today and tomorrow. The SBDC,
Wharton, and others in our region help
scores of these businesses every year.

The opportunity is clearly tremendous for
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us to leverage and benefit from them now.
The virtuous cycle of 1nnovation and
feedback and feedforward is definitely
functioning.

Some SBDCs within Pennsylvania
have for years worked with the Department
of Community and Economic Development®s
International Business Development
Program represented here by Wilfred
Muskens this afternoon to iIncrease
exports. This year, recognizing some
major increased opportunities for small
businesses to increase exports, the
Pennsylvania SBDC network signed a
Memorandum of Understanding with the U.S.
Commercial Service, and the Pennsylvania
SBDC committed every SBDC to increase our
capacity to serve international business
and to advise small businesses on
international business. One example of
this long-term support is the growth of
Bassett Ice Cream®s wonderful exports to
China, which is something that Temple and

the Wharton SBDC have worked on for
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several years.

During the last year, though,
the Wharton SBDC substantially increased
our program to connect small businesses
with International opportunities, and we
discovered that international
opportunities for small businesses are
far larger than we expected throughout
the region and throughout Philadelphia.
We also discovered that theilr increasing
collaboration within the international
business and business support ecosystem
here, as you®"ve heard earlier this
afternoon, is vital to actually achieving
the connection between the small
businesses and the export success.

1*d like to give you two
examples of very small and innovative
businesses that we"ve worked with in the
last year. One is Vickson Korlewala from
West Philadelphia. He"s the CEO and
founder of Eco Power Liberia. In June,
Vickson was one of 17 national winners of

the Second African Diaspora Business Plan
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competition that was administered by US
AID. The winners are closely monitored
by US AID as they evaluate their plans.
They receive tremendous financial support
and aid in getting the financial support
in order to develop these businesses iIn
Africa. Eco Power Liberia plans to
install and operate electricity
generators that use agricultural waste
for fuel, and that will result In very
inexpensive electricity generated locally
in Liberia and distributed over
micro-grids in villages.

Korlewala was introduced to the
Wharton SBDC by the Mayor®s Commission on
African and Caribbean Immigrant Affairs,
and he worked with our Wharton SBDC
consultant Mark Maquire to develop his
business plan, and continues to work with
Mark and with our advisors to develop
that business, which will have a
footprint here in West Philadelphia as
well as i1n Liberia, both for current

generating sales and also for continuing
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that 1nnovation engine and the export
engine connecting the two regions.
There®s another innovative
local entrepreneur 1°d like to mention to
you. His name is Mustafa Sualp, and he
iIs the founder and CEO of AEFIS, LLC.
This 1s a start-up company that was begun
in 2009 In Mustafa®s previous company,
which was an IT consulting business, a
business called Untra. He developed that
technology which became AEFIS actually in
collaboration with Drexel University, was
able to license that technology, and now
has worked with the Wharton SBDC to do
the initial private equity fundraising
for growth. Mustafa now has six
employees, substantial sales, and when 1
sat down with him just the other day, |
learned tremendous sales in Turkey. He
Is working with a number of universities
in the United States to use his product
to implement improvements and tracking of
improvements in education for

accreditation and for educational
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improvement iIn U.S. engineering schools.
He"s also working in Turkey with a
university which has 1.8 million distance
learners. And Mustafa says there"s a
revolution in the delivery of higher
education in this world, and much of it
Is going on iIn countries like Turkey
where there 1s tremendous economic
growth, very large investment, and a very
young population that just can"t be
served by our traditional hands-on,
In-person education, and that electronic
education is going to come back here, and
he®"s bringing i1t back to our universities
and to the growth In this business. He
now has six employees here and plans to
do the kind of work which brings the feed
forward, the jobs and the iInvestment to
our region.

In summary, | believe we have a
tremendous opportunity to enhance our
regional economy and the recognition for
attractiveness of the Philadelphia and

the Southeast Pennsylvania region by
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supporting the small businesses to take
advantage of international business
opportunities. Important actions we can
take to accomplish this include
leveraging our existing organizations,
our businesses, and networks to
concentrate even more effectively on the
export opportunities. | was very
gratified to hear Tom and Linda talk
about the importance of this
entrepreneurial pipeline and to -- and
the importance of our working together.
As Linda says, businesses, especially the
small ones, have no idea how to leverage
the network we have here and how to do it
quickly and effectively. We"re working
on It.

I can"t emphasize enough how
important integration of our activities
Is, considering the benefits we"ve
already generated. 1 won"t list all the
organizations we work with. There are
some listed here and even more throughout

our work.
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Finally, Mr. Chairman and
members of the Committee, | want to thank
you for this opportunity to share my
views and the views of the Wharton SBDC
on the important subjects of these
hearings. [1"11 be pleased to answer any
gquestions you may have.

Thank you.

COUNCILMAN OH: Thank you,
everyone.

I am going to give Ms. Conlin a
chance to answer the question. And I
would state that I do have a lot of
questions. However, in the interest of
time, because we have another panel, 1
will contact you offline.

One Important thing 1 do want
to say, because it"s a little outside the
scope of what we"ve been talking about,
iIs really just a couple of facts and
figures that 1°d like to bring into this
discussion. And these are numbers you“re
going to be familiar with, but perhaps

people viewing and listening are not.
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Between 1970 and 1990, our city
lost 156,000 jobs. Between 1990 and
2010, we lost another 60,000 jobs. And
it 1s projected that we will be losing
more jobs, despite all these very good
things. And when we look at the 2010
data for crime and murder in the United
States, we are leading the top ten
cities. And if we look at the
comparative numbers; for example, New
York City has 8.3 million people; we have
1.5 million people. Violent crime per
hundred thousand in New York City is one
per 581.7 people. But in Philadelphia,
It Is -- I"m sorry. It"s 581.7 victims
of violent crime per hundred thousand in
New York City. But in Philadelphia, it"s
1,189.4 victims per hundred thousand
people. And when 1t comes to homicide
and murder, in New York City it"s 6.4 per
hundred thousand people, but in
Philadelphia, 19.6 per hundred thousand
people. We are at that point In time

leading.
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Those are some of the
statistics that are very negative for our
region, but also 1 think really call upon
the Importance of what you"re trying to
do, to bring jobs, jobs where people can
work, earn a good living, get that
education.

In light of this very critical
iIssue that we"re facing as a city, what
can our city do better. And I know we"re
all doing a good job and all that, but
are we really acting as urgently as we
should be? That"s an Important question
that 1°d like to contact you over. |
don®"t want to make our other speakers
wait, but I would like to hear about the
World Trade Center, as that is one of the
angles of coordinating all these many
great organizations and activities.

MS. CONLIN: Thank you,

Mr. Chairman. The World Trade Center of
Greater Philadelphia has a very
comprehensive trade services program. We

are the holder of the license, if you
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will, to operate this program. We hold
the license from the World Trade Centers
Association, which 1s located in New
York, and that governs this broad network
of over 300 world trade centers In some
100 countries.

In addition to that, there is
the ability to have the naming rights to
a building that i1s called the World Trade
Center of Greater Philadelphia. That
currently is held by a member of our
Board through a company called Waterfront
Renaissance Associates. Some years ago,
there was a plan to, north of the Ben
Franklin Bridge, to actually build a
world trade center on the Delaware. That
didn®"t come to fruition, so we are now
working with Waterfront Riverfront --
Waterfront Renaissance Associates to
explore the possibility of other sites
for a world trade center and, quite
frankly, as a gathering place, whether
iIt"s for consuls or companies or law

firms, everyone engaged in international
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trade. 1 think 1t would be a wonderful
opportunity for the City of Philadelphia
also to have symbolically here i1n the
City a world trade center building. 1
think it would convey a strong message
that this is a priority for the City and
for the region.

COUNCILMAN OH: All right.
Thank you very much.

In the interest of time, I will
thank you for your testimony. | have to
give our stenographer, who has been very
active, a break, and we"re going to
interrupt because we have the President
of Drexel University, who asked to come
up, and we"ll proceed with that and then
put our last panel in.

Thank you very much.

(Short recess.)

COUNCILMAN OH: At this time, |
would call our next witness, and that
woulld be John Fry, President of Drexel
University.

(Witness approached witness
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table.)

MR. FRY: Thank you, Chairman
Oh. And please forgive the formality of
these remarks, but 1 wanted to enter them
into the record, so I"m just going to go
through these.

First, 1 want to thank you for
the opportunity to testify before you and
to contribute to the Committee"s very
important work, and | appreciate their
attention as well. Let me say 1It"s a
real honor to add my voice to so many
leading figures from the economic,
development, business, and civic and
government sectors here in Philadelphia.
I*m also very glad that you are able to
accommodate my schedule. 1 very much
appreciate that. |1 also recognize I™m
the last thing between you and a German,
so I1°1l try to be as brief as | can.

I want to talk to you about
some of the ways, from my perspective,
that we can boost Philadelphia®s global

profile while branding our city as one of
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the nation®s and in fact the world®s
premier innovation destinations. As the
only university executive on the agenda
for this session, 1711 speak on behalf of
my fellow higher education leaders about
the role our sector plays in global
Philadelphia. 1711 also beg your
indulgence to speak a bit about Drexel*s
strategic priorities and our commitment
to boosting iInnovation and economic
development in the City. And I°11 also
outline the big-picture infrastructure
ideas that 1 think are essential to
boosting our worldwide competitiveness.
So first let me say that 1
believe Philadelphia®s colleges and
universities have a special
responsibility to lead the City"s
connection to the world and that 1 think
we"re meeting that responsibility,
although always more can be done. Across
the region we attract more than 13,000
international students each year, and

that"s a sizable amount. Also thousands

193

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

and thousands of local students travel
abroad from our campuses, making vital
connections through study and
increasingly through overseas internships
and work opportunities like Drexel”s
international co-op program. And our
faculty members increasingly are part of
an international research network that
help create new knowledge, new jobs, and
new life-saving solutions.

Higher education is critical in
Philadelphia®s worldwide prominence, and
we can increase that impact even further.
We can put more of our international
students to work in Philadelphia through
internships or cooperative education
programs. And if they go back home after
graduating, that"s a new relationship for
business and other global connection that
we have made. There"s no downside to any
of this. But there"s also the chance, iIf
conditions permit, that they~"ll stay and
become part of a new generation of highly

skilled, ambitious immigrants in
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Philadelphia.

Colleges and universities can
make that happen in partnership with the
corporate and the government companies.
We can make sure that Philadelphia®s
workforce of the future graduates with
global skills and global experience. For
instance, we can teach language,
encourage study abroad, and bring
international business and culture to our
campuses. And at Drexel, where we"re
well known for our co-op program that
puts students to work in real-world
professional situations, we"re investing
heavily to increase the global
opportunities available through co-op.

Finally, we can and must
continue to help our faculty create
relationships and research partnerships
around the world. This costs money, but
the benefits are clear and the need is
absolute both for our iInstitutions and
for the region.

And also 1 just refer you to an
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article 1 wrote recently for the
Philadelphia Business Journal where we
tried to lay all of this out from
Drexel s perspective in terms of what
kind of research partnerships are active
right now in China, Turkey, and lIsrael,
and | think it"s a pretty good start for
us, although, again, more will be done.
So now I*d like to speak
briefly about some of what we"re doing at
Drexel, because we"ve made a clear
commitment In our new strategic plan to
prioritize our role as an economic engine
for the City and for the region. | guess
the big idea, the lead idea, is to
develop something we"re calling the
"innovation neighborhood.”™ We have the
great fortune at Drexel of sitting iIn the
superior location in the nation,
University City. We believe that"s a
brilliant location. We"re right on the
transportation hub between two of the
world®s most important cities, New York

and Washington, basically on the 50 yard
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line of the eastern seaboard.

The University also boasts one
of the nation®s best intellectual
ecosystems, thanks to Drexel, thanks to
Penn, and a host of other very
distinguished institutions, residents iIn
University City. And that ecosystem is
bound together by wonderful historic
neighborhoods of great diversity and
growing in vibrancy. And so we really do
have sort of the whole package of
location, the intellectual advantages of
these great universities and scientific
institutes, as well as wonderful
neighborhoods that bind us all together.

Drexel"s strategy uses those
University City assets to our advantage
and to the City"s advantage as well. So
locationally, we own pretty much
everything from the western side of 30th
Street out to 32nd, from JFK Boulevard to
Chestnut Street, with the exception of
two properties, both of which we have

very cooperative relationships with their
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owners. And we"re looking at this sort
of virtually undeveloped super block at
the doorstep of 30th Street Station as
the heart of our iInnovation neighborhood.
We envision that as our major campus
gateway and the location of this
innovation neighborhood that would knit
together academic, commercial,
residential, retail, and technology
incubation uses into a neighborhood that
really doesn®"t exist in any form like
this 1n Philadelphia. And we have the
chance, the rare chance, of really
starting from the ground up, because,
again, we have this wonderful location.
We have all these assets, and now it"s
time to bring everything together.

We visited partners in the
so-called techno parks in China and
Turkey. Been to China three times and
Turkey just in the spring. And, in fact,
my colleague, Therese Flaherty, mentioned
Mustafa. He traveled with me to Turkey

this spring. He is a Drexel graduate, by
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the way. She talked about him. You
would have thought he was a Penn
graduate, but I"m happy to report that
he"s a Drexel graduate and proud of it,
although proud of his Penn connections as
well.

We"ve seen how you can achieve
critical mass from innovation by
gathering a community of science and
entrepreneurs from a great university and
from partners from around the world.
These techno parks are really amazing,
and 1t"s an aggregation of the best
talent iIn these countries around major
transportation locations like ailrports.
And honestly, this was very inspiring to
us as we thought about our own
development of this innovation
neighborhood.

Let me say that none of the
places we"ve visited, though, are as
integral to the fantastic urban location
as we"re planning. In many cases, they

were development frontiers, if you will,
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where they were just really starting to
stimulate growth and development. Here
in the nation®s fifth largest city, we
have an opportunity to do something right
in the middle of the City next to a great
transportation hub. So I think our
opportunity is pretty unparalleled,
certainly across this nation.

So we"re going to launch this
neighborhood, but 1t will not belong to
us. It will belong to the City. It will
belong to the City"s entrepreneurs and
researchers and citizens. So this will
be a Philadelphia asset, not an extension
of the Drexel campus.

Many of these projects will be
done in partnership with local
developers, and others may be done iIn
partnership with other distinguished
universities from places like Turkey,
Israel, and China. We"re really hoping
to have a couple of international
universities come and partner with us,

just as the Technion has gone to New York

200

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

to partner with Cornell on that
spectacular new campus they"re building
on Roosevelt Island, and we were very
inspired by that story as well.

And we foresee new businesses
and new jobs and new solutions coming out
of Philadelphia and University City. So
obviously 1"m extremely excited about
what the possibilities are, and I think
they really do go right to the purpose of
these hearings and I think an apt
i1llustration of what can be done i1If we
put our mind to it and work together iIn
partnership.

Before 1 take your questions, |
want to touch briefly on some of the
general civic investments that would help
make Philadelphia®s intellectual and
local advantages even more compelling.
These are obviously ambitious ideas, but
ours is a great city and 1 think will
result In success if we put our mind to

1t.

First, 1 agree with those who
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say we have to enhance the Philadelphia
International Airport. A truly global
destination needs a first-class airport
to welcome visitors and facilitate
business and tourist travel. So this is
a must do.

Second, we must encourage true
high speed rail on the East Coast. There
have been some very exciting discussions
launched by Amtrak this year, and the
impact of improved rail service will be
absolutely immense. Imagine getting to
New York in less than 40 minutes and 1in
Washington a little over an hour. That
Is a game changer 1 think for our city.

And, finally, 1°d like to look
at the feasibility of utilizing the air
rights and with the rail yards to the
north of 30th Street Station to create
new real estate at this incredibly
central location. 1 think that area,
which 1s over 50 acres and stretches out
to Spring Garden Street, if developed

right, could become a major business and
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educational district, rivaling anything
that the City has now. And, again, if
you take a look at that area, i1If you were
to fly over the City of Philadelphia and
look down, i1t"s the hole in the doughnut,
and that hole needs to be filled.

So that"s a lot of i1deas to
throw out in a short period of testimony,
but 1*m happy to take any questions on
these or any other topics you have.
Again, | appreciate the opportunity that
you"ve given me and Drexel University
here today.

Thank you.

COUNCILMAN OH: Well, thank you
very much for your testimony.

I have a lot of questions, but
I will only ask a couple, because we have
some very important panelists coming
after you and we can have this further
discussion outside of this setting.

But with these very
forward-thinking and very important

projects that you envision and are

203

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

pursuing, what is the role of the City in
helping or clearing away some
obstructions in order to get this done?

MR. FRY: Sure. 1 can actually
give you a very specific example which 1
think will 1llustrate the point. First,
I don"t view the City"s role as providing
large amounts of financial resources. |
know that is probably out of the
question, and we"re really looking to
make this a sort of private sector-driven
initiative. 1 think If there is to be
big iInvestments iIn transportation, |
think we have the federal government to
be able to tap Into because of a number
of the very large transportation programs
that they have in place that 1 think our
area would be eligible for, and maybe, of
course, we would hope that the state
might be able to make some strategic
Iinvestments.

So 1 don"t think of the City as
providing capital. What I do think the

City can do i1s, as you put it, remove
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some of the obstacles. And generally we
have a very, very good working
relationship with the City, with the
Mayor, with our Councilwoman, Jannie
Blackwell. And so 1 think in terms of
the logistics of moving things through
and getting things done, the relationship
iIs there and with City Council 1 think
are outstanding. So I"m not really sort
of worried about that, but 1 am worried
about things like, for example, the sort
of informal, if not illegal, bus terminal
that has sprung up on JFK Boulevard at
30th Street where the Mega and the Bolt
buses are. And honestly, | think it"s a
public safety hazard in many, many
different forms. |If you take a look at
what"s happening there where they cue the
buses and where the passengers are
getting on and off the buses, it"s very,
very dangerous conditions down there. It
also is when I"m taking people around,
potential commercial developers and

others 1*m trying to get interested in
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the super block, when I show up and I
show them the piece of property that we
just purchased on JFK Boulevard for over
$20 million and they see a line of Mega
and Bolt buses lined up and down JFK, 1t
Isn“"t very impressive. We are not
putting our best foot forward.

So one of the suggestions |
would make is, let"s have a real bus
depot in the City of Philadelphia. Let"s
put the Mega and the Bolt buses there,
and let®"s manage transportation in a
strategic way, not let bus operators
squat on private property. So that"s a
very specific example, because 1 think
not only is it dangerous, but It creates
the impression of chaos, and chaos does
not drive investment. It drives away
investment. And so | think that"s the
kind of thing that if the City took a
proactive strategic approach to this
particular important mode of
transportation, because there®s no

denying that those buses are very well
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utilized by students from Drexel, from
Penn, from any other institutions, as
well as people who like to travel the
country, they need to get access to that
service, but not in such a chaotic way.

I would also say any measure of
sort of quality of life type of
investigations that could be made iIn
terms of ensuring clean and safe streets,
well-lit streets, things that create a
public environment that is investable,
anything that can be done iIn that regard
would be terrific. And, again, | know
the City i1s at work on so many of those
areas, but we could really use some help
around 30th Street Station with this bus
situation, because that i1s probably the
most visible deterrent to development
coming forward.

COUNCILMAN OH: Well, that"s
very specific, which is very good.

Well, 1 certainly thank you for
coming and giving your testimony, and |

will LTimit myself, because I know we have
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some very important people coming, and
I1"11 try to manage the time well. So
thank you very much.

MR. FRY: Thank you, Chairman
Oh. 1 appreciate it.

COUNCILMAN OH: Thank you.

Could we call the next and 1
believe last panel.

THE CLERK: 1 would like to
invite our last panel to the front -
Mitchell Swann, MDC Systems; Michael
Pearson, Union Packaging; Richard
McClure, Kennedy Wilson Property; and
Stanley Straughter, Bazilio Cobb
Associates.

(Witnesses approached witness
table.)

COUNCILMAN OH: Thank you very
much all for coming and for being so
patient here iIn the accordion effect.
You"re at the end, kind of stretches out
a little bit, but It Is so important to
get your testimony on the record. So

111 begin in the order that you were
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called, starting with Mitchell Swann.
Please identify yourself and give your
testimony.

MR. SWANN: Okay. My name is
Mitchell Swann. 1"m a principal of MDC
Systems, which is a consulting
engineering and project management firm.

First, Councilman Oh, 1°d like
to thank you and the City Council
Committee on Global Opportunities, along
with Senator Brubaker for the
Pennsylvania State Senate International
Commerce Caucus. 1°d like to thank you
and your staff, along with all the other
supporting entities, for convening these
hearings on such an Important subject and
for allowing me the opportunity to submit
and deliver this testimony.

I come to this table wearing
multiple hats. The first iIs as a city
resident and taxpayer. The second is as
a small business owner, and the third
through however many hats is as the

current President of the Engineers Club
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of Philadelphia, a Board member of the
Philadelphia Energy Authority, and a
Board member of The Painted Bride Art
Center. So I guess we"ll call that as an
engaged citizen on many of the fronts
being addressed by these hearings. Of
course, the major topics to be addressed
in the hearings will be taxes. [I"m sure
it will be discussed and has been
discussed. And taxes are important, as
they are a major component in the cost of
doing business in any particular locale.
I*m no tax expert, but speaking
solely on an issue at the outset, 1 would
say the gross receipts tax iIs a
disincentive for business growth,
especially at the start-up or early-stage
levels, because it is applied
irrespective of profitability. And
profitability as a start-up can be a
precarious thing. 1 think there"s no
reason to saddle such enterprises with
taxes right out of the gate. 1 figure we

should let them get into making a couple

210

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

of bucks and repaying some of that
borrowed start-up money first before we
start beating them up with taxes.

So 1nasmuch as the creative
economy is dominated by these start-ups
and that those firms may be on the rise
but not quite at cruising altitude, the
gross receipt tax can weigh them down and
probably prompts them to look elsewhere
in terms of locating themselves. 1 think
a similar effect can be felt by foreign
firms, as they are effectively start-ups
within the region and also can work under
some very tight budgets.

That said, 1 would emphasize
the following point: Taxes are an
important part of the "where' decision
for business decision-making process, but
they"re only a part, not the whole. A
climate is a result of an ecosystem, and
a properly functioning ecosystem has a
lot of complementary parts. The business
climate is more than taxes and

regulations.
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There are many locations in the
U.S. that could be called hot house
incubators of entrepreneurial activity
and growth. Many of these, like New
York, Silicon Valley, San Francisco, and
Boston, are much more expensive than our
region and still businesses keep growing
in them. There are other things which
draw creative minds to these locales and
make them accept the higher costs. What
are they?

I think effective and efficient
delivery of services is one. The
development of a single entry point
approach to delivering business services,
which Commerce Department has helped move
along, does enhance the interface
experience. Time spent working through
the maze i1s not time spent on growing
your business. Key within that delivery
sphere i1s the need for transparency,
evenhandedness and a reduction, i1f we
can"t get elimination, of the somewhat

seeming arbitrary decision-making process
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that can be afforded under the
prerogative principle. As much of our
economy hinges on regional capacity to
outperform other regions on the world
stage, a development to be located in one
area of the City should not be -- should
be vetted on i1ts impact to the entire
City, if not the region. West
Philadelphia®s gain should not be viewed
as South Philadelphia®s loss. SEPTA and
the roadways cover the region, and people
travel and so will their money. So we
have to think bigger than just our
neighborhoods.

The next item 1 think is
important is a quality workforce. The
economic game that is afoot globally is
not Philadelphia versus Montgomery
County. It"s Southeast Pennsylvania,
Delaware, and New Jersey versus Singapore
and Malaysia. Our number one resource
and climate change factor here is our
people. Philadelphia and Harrisburg need

to kind of overcome some of the
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parochialisms and recognize that the
region®s fate i1s intertwined and
Philadelphia i1s the biggest piece of that
regional bundle, and the entire state
needs to recognize that Southeastern
Pennsylvania, anchored by Philadelphia,
Is the biggest dog on the state”s
economic block for probably a long time
to come. It is In everyone"s best
interest to have this region do well.
For that to happen, the residents need to
be well equipped and well prepared. We
need to do whatever it takes to get the
school systems -- and | say "'systems" --
functioning and producing literate,
reasonable, adaptable citizens with
critical-thinking skills who can
contribute and remain productive at a
high level. We can no longer afford to
have potential players staying in the
locker room undressed.

The primary school system must
be improved. Along with that, we need to

develop an educational apprenticeship
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program aimed at filling some of those
three million jobs that go unfilled for
lack of adequately trained applicants,
which we hear repeatedly in the national
media. This might be developed in
conjunction with CCP or other community
colleges iIn the area and similar
agencies. Some areas where 1 believe we
might see some immediate traction are 1iIn
the pharmaceutical and biotech
manufacturing arenas, as that®"s a strong
industry in the region, as well as
machining and manufacturing using CNC
tools, because those industries are
notoriously understaffed. Possibly we
could develop some support for the field
equipment used for gas drilling, which
woulld give the Philadelphia region a way
to participate in the shale gas boom
beyond just consuming the natural gas.
To get these things done will require
some tangible support from Harrisburg.
On world to capital formation,

I feel that the City has little capacity
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to really change how banks and other
aspects of the -- and other aspects of
the capital markets. The state may have
some more influence. 1 think 1t would be
somewhat inefficient to try and develop a
really robust funding mechanism within
the City. 1 just think 1t"s a difficult
thing for cities to do. 1 think they*"d
have to go through a lot of contortions
to avoid getting into litigation with
commercial lenders, but 1 think the City
can work closely with organizations like
Ben Franklin Technology Partners and
making sure that we can help steer people
to places where they can get funding and
help to streamline that process.

Overall, 1 think we need to
recognize the importance of overall
quality of life on the "where®s shall I
put my business™ decision. Businesses
need capital, customers, workers, support
services, and places to enjoy their lives
when they are not running their

businesses. And that®"s true for the
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business owner, the employer, the banker,
the customer, et cetera. We have all
been, are or will be in at least one of
those positions at least some of the
time.

The quality of life of the
region, its arts and leisure
opportunities, its environmental quality,
night life, day life, weekend life, the
streetscape, as we alluded to before, are
all critical to selling the region to
anyone. No one wants to start a business
in a place they can®t foresee themselves
enjoying living in. And so we need to
work to enhance the quality of life and
set a strong foundation for the growth of
business in the region.

111 be happy to entertain any
questions.

COUNCILMAN OH: Thank you very
much .

Michael Pearson, please
identify yourself.

MR. PEARSON: Good afternoon,
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members of the Committee and Senator
Brubaker. 1°"m a manufacturer, so 1 want
to use economy of language and get us
back on track time-wise, and efficiency
iIs one of the things that allows me to be
profitable.

Today, | come before you as a
Philadelphia resident turned
entrepreneur, who got involved in
domestic and international commerce and,
more than a decade ago, chose not to
locate my business in the City, even
though I really wanted to.

In 1996, the parent company of
Union Packaging was created from a
business plan 1 wrote while living In
Philadelphia®s Fairmount neighborhood.
In West Philadelphia, my start-up was
nurtured and cultivated by coaching
received from the Wharton Small Business
Development Center and The Enterprise
Center. Three years later, 1 was
manufacturing FDA-compliant paperboard

packaging. These are examples of stuff
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we make. You“"ve seen it at your grocery
store. You"ve seen it at Burger King.
You"ve seen it at some fast food
institutions as well as other venues.

Today, we utilize
Earth-friendly converting technology to
provide competitively priced paperboard
cartons. Our clients include
quick-service restaurants, supermarkets,
convenience stores, and food service
companies. We have supplied some of the
largest companies in North America, and
last year started shipping cartons to
nine Caribbean and six South America
countries. Our raw material and
equipment suppliers are located in
Pennsylvania or as far away as Canada,
Switzerland, Brazil.

Show and tell, this is my
passport. | have a West Ghana visa, |
have a Chinese visa, and | have a
Brazilian visa. The way for my business
IS seeing opportunity around the globe.

Why is -- we employ just under
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a hundred people and have always
recruited, developed, and retained talent
from non-traditional sources. Our
workforce i1s 60 percent African American,
20 percent white, 15 percent Asian, and
five percent Latino. Our partnerships
with non-profits have resulted in the
hire of Philadelphia public school
graduates labeled as learning
differently, but 1 found to be great
employees; job-ready participants from
the Philadelphia Prison System; and
documented new arrivals from 16 nations
around the world.

Why is Union Packaging not iIn
Philadelphia despite the City being my
first choice in 19967 The late Peter
locovoni of the former Mayor Rendell®s
Business Action Team orchestrated and
incentivized an earnest courtship, but at
the end of the day, the premium for a
Philly start-up address was too high. 1In
the 1990s, the weight of personal

financial guarantees and the need for
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early profitability forced me to locate
in a less expensive suburban location.

I*m still a resident of
Philadelphia.

In 2012, 1 am again hunting for
production space. Our growth has been
stimulated by industry consolidation and
the growing preference for eco-friendly
paperboard packaging. Last year |
commissioned a new facility feasibility
study. Just moving our current equipment
would cost well over $1 million. In this
recovering economy, commencing a
build-to-suit is even more unlikely given
the overabundance of existing industrial
real estate. Regardless, our new
facility must be located in a
business-friendly environment.

How could Philadelphia become
more attractive as a prospective site?
Earlier this year | was part of Governor
Corbett®s non-partisan Manufacturing
Advisory Council. The special task force

was assembled to assess manufacturing®s
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existing and prospective condition iIn the
Commonwealth. The findings and
recommendations on talent and workforce
development, et cetera, are listed in my
statements, but more easily than that,
you can refer to the report, and I"ve
provided some copies for everyone.

Philadelphia offers many
positive features. It"s where | went to
college. Penn has been very good to my
family. | graduated in "84. My sons
graduated there. He currently works for
me. My brother went to dental school
there. He practices in Philadelphia.
Wonderful institution and a reason to
recruit talent. This includes a pipeline
of world-class graduates from other
institutions.

We have a first-rate mass
transit system that"s recently been
recognized, and we have a fresh zoning
code that will hopefully create some
opportunities for business, as well as a

new Council. So the time is right to
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attack some of these issues that keep us
from maximizing opportunity as a
Philadelphia resident, and I1"m actually
invigorated when I come to something like
today®s Committee and get the opportunity
to talk about things that are going to
stimulate growth, because there are
plenty of great ideas.

I also would like to mention
that business and business leadership is
not looking for the City to do special
deals. That"s not sustainable. What
we"re looking for is a thoughtful and
simple competitive tax rate In an overall
positive business climate. Those are the
things that are going to help us grow.
And 1 speak on behalf of my brethren as a
member of the Executive Board, the
Chamber of Commerce. We focus on some
ideas that we think can grow, and we have
our support and hopefully iIn assembling a
more formal gathering to share some of
those i1deas. The reports are available,

and, again, thank you for taking the
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initiative.

COUNCILMAN OH: Thank you very
much.

The next witness will be
Richard McClure.

MR. McCLURE: How you doing,
Councilman?

COUNCILMAN OH: Doing good.

MR. McCLURE: My name is
Richard McClure. [1"m a Managing Director
with Kennedy Wilson Properties. We are
an international full-service real estate
concern that transacts business in the
U.S., Europe, and Japan. |1"m here today
testifying and representing Building
Owners and Managers Association of
Philadelphia, commonly referred to as
BOMA .

I would like to thank you,
Councilman David Oh, and the Committee on
Global Opportunities and
Creative/Innovative Economy and the
Pennsylvania State Senator Mike Brubaker

for this opportunity to testify on
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Philadelphia®s business climate and
strategies for expanding the City"s
competitiveness and the global economy.

As many of you may know, BOMA
IS a non-profit organization whose
members provide space within the City
limits alone, over 51 million square feet
of office space for half a million
workers. Member buildings include
virtually all major high-rise office
towers in the City. Our member buildings
not only define the skyline and add
character to the City, but they are a
tremendous economic driver for the City
and region.

Philadelphia has the potential
to be truly a great city. Our proximity
to world markets in New York as well as
direct access to our nation®s capital 1is
a tremendous asset. We also have a
remarkable historical foundation on which
to build, including educational, medical,
and cultural resources.

BOMA Philadelphia would love to
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see the City of Brotherly Love known
around the world as the "City of job
creation.” We envision Philadelphia as a
city to which multi-national
corporations, large companies and small
businesses alike move theilr operations.
We believe that Philadelphia is a city
where arts and culture can flourish,
where technology and innovation can
prosper, and where economic opportunities
abound for all. This i1s the vision of
Philadelphia we would like to share with
the world.

In order for this to happen, we
who live and work in this community must
be proactive. We cannot remain
complacent, relying on our natural
assets, our location, our history,
institutions of higher education as a
means of attracting individuals and
business. The various public and private
sectors of the City must work together
collaboratively iIn order to transform

Philadelphia into a city we would like it
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to be.

From BOMA®s perspective,
promoting international business
opportunities in the City parallels the
process of promoting domestic and
American business opportunities in the
City. In both instances, a
business-friendly environment 1is
essential. This is true not only for
companies seeking commercial office, but
those seeking industrial, manufacturing,
warehousing, and distribution space as
well.

I think you®"re a great
testament to that.

An integrated approach to
spotlighting Philadelphia as a city where
companies, large and small, want to do
business will rely on at least two major
efforts. On one hand, the City must get
its own fiscal house in order. The City
has traditionally relied on raising
additional revenues In order to meet iIts

obligations to close budgetary gaps.
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This strategy alone is insufficient. The
City must start acting more like a
business, exercising budgetary
constraint. Going forward, we can no
longer simply address the revenue side of
the equation but, more importantly, there
must be a concerted effort on the expense
side. This may well mean reviewing and
changing, where necessary, the way In
which the City conducts its own business.
IT Philadelphia is serious about
attracting economically viable,
growth-oriented companies to the area, it
must demonstrate i1ts own economic
viability. As part of this effort, the
City should actively pursue the
following:

Establishing an environment
that will promote rather than inhibit job
creation and retention. As more
companies put down roots in Philadelphia,
they will bring new jobs with them, which
in turn will stimulate competition iIn

terms of higher wages and improved
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benefit packages. On the other hand,
strategies that attempt to promote
minimum wage and benefit standards
legislatively will serve as an impediment
or excuse for companies to take their
business to other jurisdictions where
these requirements do not exist.

We all want the residents of
this city to thrive and contribute to its
social and economic vitality. From our
perspective, this goal can be best
achieved by creating an environment which
private-sector employers conduct their
business free from unnecessary
legislative or regulatory constraints
regarding wages they pay or the benefits
they provide. It is truly a free and
competitive wages and benefits that will
rise to meet this demand.

Establishing an efficient and
equitable tax structure that relies to a
greater extent on real estate taxes and
lesser on taxes that are considered to be

portable, such as city wage tax, business
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privilege tax, use and occupancy. Our
tax structure must enable Philadelphia to
retain our existing businesses and
attract new firms while providing job
growth and a fair tax structure for all
Philadelphians. This requires a holistic
overhaul to our tax structure, not just
attacking one aspect of the tax system.
In addition, the City must
pursue innovative ways of maximizing its
resources as i1t seeks to attract
international business to the area. As a
region, we have a lot to offer. We
should not be shy about letting the world
know why it is a good place to do
business. Strategies in this regard may
include the following: Establishing a
public-private coalition of elected
officials and high-ranking corporate
executives who can cultivate
relationships with companies outside the
region and who can speak to the virtues
of doing business here iIn Philadelphia.

A holistic and concentrated focus on job
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creation and business attraction is
essential. Together, we must take
advantage of the talent that"s already
here. Who better to partner with the
City and state officials than executives
from companies that are headquartered
here in Philadelphia, Comcast, Aramark to
name a few, or those that have a
significant presence here and
representatives from insurance industry,
banking, real estate, pharmaceutical as
well as representatives from local
educational, cultural, and health care
institutions. The intention would be to
demonstrate a true brotherly love spirit.
Work in isolation from one another will
get us nowhere. We need to be
connectors.

Putting forward-looking
strategies into action for maintaining an
educated workforce. Philadelphia already
has a solid foundation on which to build.
Relative to other urban areas in New

England and throughout the Mid-Atlantic
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region, Philadelphia has a reasonable
cost of living and a variety of cultural
and other resources that can be promoted
to attract recent college graduates.
Indeed, professionals of all ages looking
for a place to settle and put down roots,
this i1s a great place to be. We have
approximately 300,000 students of higher
education throughout the Greater
Philadelphia area, a virtual fountain of
youth. Philadelphia needs to be known --
needs to be not known for i1ts annual
brain drain, as locally educated students
relocate to other jurisdictions upon
graduation in pursuit of well-paying
jobs. Locally educated students are an
asset and should be an integral part of
the City"s effort to attract and retain
international business. Likewise, by
partnering with local trades,
Philadelphia can be known as a place
where skilled workers can thrive, thereby
attracting overseas manufacturing and

industrial business.
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Building on efforts that have
already been iInitiated such as the Energy
Efficient Buildings hub at the Navy Yard.
Philadelphia need not be known as the
city of eds and meds. This Is a city
where new business iInitiatives can take
root and grow. By nurturing innovative
approaches, Philadelphia®s local area of
expertise can be expanded to include
technology and green employment. The
emerging energy efficiency industry now
taking i1ts place alongside of higher
learning and pharmaceutical industry is
proof that Philadelphia is a place where
great things can happen. Philadelphia
can well be known as a place of real
green shoots.

Promoting ways of utilizing
existing resources such as our ports and
airports. Ease of access is crucial to
conducting international business. More
direct international flights iIn and out
of Philadelphia, for example, could help

raise the City"s profile as an
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international player. Likewise, the City
could capitalize on its ports as points
of transportation of goods and resources
between the region and various overseas
destinations.

Promoting Philadelphia as a
21st century will involve changing
perception of what the City has to offer
both locally and internationally. It
will mean being mindful of legislation
and 1ts impacts on business community.
Like the old Army poster of Uncle Sam, we
need to make sure that our legislative
actions scream to both domestic and
international community, "1 want you."

Now iIs the time for the City to
decide that it wants to be an
international player. Now is the time to
show the world that Philadelphia has the
assets and the attitude to take a leading
role in the global economy. Now is the
time for us to tell the thriving
companies of the world that Philadelphia

iIs a place to be 1If you want to be
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successftul.

Thank you again for the
opportunity to provide testimony, and
look forward to working with you and your
office In this endeavor.

COUNCILMAN OH: Thank you very
much.

And our final witness, Honorary
Consul General Stanley Straughter.

MR. STRAUGHTER: Thank you very
much, Councilman, and 1 want to thank you
and, of course, Senator Mike Brubaker for
convening this important conference, as
my colleagues have pointed out.

My name is Stan Straughter, and
I*m going to -- 1 produced a note iIn
here, so 1*m going to skip through some
of the verbiage and give you the
highlights of this, and hopefully you
guys can read i1t later.

But, again, my name is Stan
Straughter. 1°m born and raised in
Philadelphia. Most people know me as the

Honorary Consul for the Republic of
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Guinea here in Philadelphia. 1™"m also
the Chairman of the Mayor®s Commission on
African and Caribbean Immigrant Affairs
for the City of Philadelphia. Both of
those are volunteer positions, but what
pays my mortgage and my car payment and
sends my kids to school i1s, I'm a
principal in the certified public
accounting firm of Bazilio Cobb
Associates. We"re the largest African
American CPA firm in the United States,
and 1T you are into the Black Enterprise
Magazine, they just did a feature story
on us In the work that we"re doing with
the TARP. We"re one of the largest
earning firms helping to deal with the
United States financial system.

But tonight 1 want to speak
to -- this evening | want to speak to
just a few key points, and really i1t"s
just to support your Resolution 120128
and 1t"s something we really need, and 1
really appreciate you for your leadership

and step forward on this.
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Two other points here. One of
the big things | had in my life is
mentoring, and in my report you"ll see
that 1 had a chance to work with some of
the great leaders of this city who are
unsung heroes, like the late Reverend
Leon Sullivan who because of his work in
the City, 1 had a chance to go overseas
for many years and travel around the
world with him. I worked with the great
former Congressman William H. Gray and
the late Congressman Lucien Blackwell,
who traveled around the world. He had a
vision. They worked with the port. They
understood this.

So mentoring leadership with
vision makes it a lot helpful for a black
kid like myself growing up in North
Philadelphia. Who would ever believe
that 1 would get out of North Philly and
not be traveling 30 countries around the
world.

So the mentoring iIs important

In two aspects. Number one, as | pointed
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out, individuals, but also, Councilman,
having the larger corporations here
mentor the smaller corporations, because
many of these firms will not get out
across the Delaware or the Schuylkill
unless they have a way and a vision that
they can work with medium and large-sized
firms that will help mentor them and
carry them. So that"s one thing I wanted
to point out in my report.

The other quick issues were for
me, I*m sure that by now most of us know
that Africa is not a country. It"s a
continent, with 53 countries, one billion
people, a land mass that is three and a
half times larger than the United States,
with a middle class that i1s equal to
China, over 300 million right now and
growing. And unfortunately for us, we,
meaning our plan, we haven®t look at
Africa as a viable trading partner, nor
have we looked at the African American
community here, the Latino community or

Asian community as designations in the
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business plan where we can do trade. |1
mean, many other cities look at the
indigenous population and say, Well, how
do I get to Brazil, Columbia, and we have
yet to do that. 1°m hoping as a result
of your work here, we can begin to devise
plans where we can make use of our local
intellectual capital, the African
immigrant community, Caribbean immigrant
community. We are a majority minority
city, and 1 don®"t know how -- 1"m willing
to bet we spend no money promoting our
city in Africa or iIn Latin America.
However, China is all over the place.
India is all over the place.

So I think we have to -- due to
our Eurocentric view of the world, we"re
missing out on some very important areas
in the world where Philadelphia, our
population and, of course, our growth can
come from on that. So let me make that
part.

I must say -- you heard earlier

from Wharton, and I must say we have the

239

Strehlow & Associates, Inc.
(215) 504-4622




10/9/12 - GLOBAL OPPORTUNITIES - RES. 120128

Commission and through myself, we work
closely, and I want to thank the World
Trade Center, the Wharton School, Drexel
University, Temple University"s SBDCs.

We have worked together. 1 don®"t want to
imply that there isn®"t working going on,
but 1t"s because we voluntarily get
together. And 1 would say that a

policy -- some policy leadership from the
City and others would be extremely
helpful to get more direction to that.

I wanted to also point out
remarks about many things that®s
domestically. That"s already happening,
without any support from anybody. We
have several chambers of commerce,
President of U.S. Guinea Chamber of
Commerce here. We have African Caribbean
Business Council. You have been helpful
In speaking, Senator Brubaker. Next
month around the 11th, we will have the
President of Burkina Faso here. We have
the Cameroon Chamber of Commerce. |1

mean, many of these communities in and of
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themselves have gone out to begin to
promote business. The question | have
iIs, how can we help them, to support them
and give them, not resources but also
help them to push 1t. Because if our
leadership doesn®"t go -- and I want to
thank you for going to Korea, because I™m
sure that was a big eye opener to
everybody in the region, but that"s the
kind of leadership we have that some of
my colleagues have already mentioned,
that to be able to go and make that first
call and make the rest of the opportunity
much easier for us.

Another thing that®s happening
here locally i1s, these African and
Caribbean businesses i1n particular, you
can go to certain communities and if
there were not for immigrant businesses,
entrepreneurs in particular, but
especially African Caribbean, there would
be no services in those communities. If
you go to 50th Street, West and Southwest

Philadelphia, you see African stores,
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Caribbean stores, restaurants providing
vital services. So they are already
making a contribution to the City. It"s
just that it"s not belng recognized as a
part of the total economic business plan
to help encourage the City to do growth
and provide technical assistance to them.
So my other recommendation is,
how do we help those businesses here iIn
the City that are headed up and operated
by immigrants and small businesses who
come -- they believe this i1s the land of
milk and honey for them and they try very
much to come and do business here. And 1
should say since she®s here, without the
help and support of Councilwoman
Blackwell, many of them might be closed
down, because due to the regulatory
environment with License and Inspections
department, they go out -- they don"t
understand some of the cultural practices
that are going on within some of these
immigrant businesses, and as a result,

iIt"s a head-on clash. And we"ve had to
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come to Councilwoman Blackwell many times
and say, Hey, we"re willing to do what
you need me to do. Help us to understand
how we get there, representing many of
these African and Caribbean entrepreneurs
in the City.

So those are a number of things
that would be helpful just locally for
us.

We had -- my firm -- you heard
Dr. Therese Flaherty from the Wharton
School talk about the African businesses
that she helped. Well, my firm had the
pleasure of designing and implementing
that project, and we get about a million
dollars from US AID with Western Union to
do that project. One of the other
winners of that project is Michael
Griffin over here. He has a pineapple
operation in Ghana, that he imports those
pineapples to the supermarkets here in
the Greater Philadelphia area and across
the United States. A great operation.

But my point is, the
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opportunity is broad and vast, but
without technical assistance and support
from many of the SBDCs and other programs
that are around, they won*"t get there.

So I think that technical assistance is
critical, and the opportunity for us to
help open the markets may create a
broader vision for many firms here and
probably, like my colleague here, can get
to those markets a lot less difficult.
Because traveling from here to an African
country or China or Korea is not like
taking a flight from here to New York or
a commuter train from here to DC, you
see. So we have to help create those
markets and expand them for them.

Of course, you“ve already heard
about the great contribution that
colleges and universities have done, and
without them, I don®"t think we can
achieve any of this, and it"s something |
would encourage that we continue to work
towards.

Finally, for Africa, for United
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States, businesses in general, especially
for Philadelphia, they have to build
everything. The seven of the ten fastest
growing economies In the world are iIn
Africa. They have to build railroads,
bridges. We should be taking boat loads
of engineers, civic, and engineers from
here to Africa just to do business. It"s
an opportunity that certainly some of us
look at as the last destination for
significant profits in the world, but
It"s a great opportunity. Because while
China and other countries are there iIn
those markets, many, many Africans who
have gone to school here iIn the United
States want to do business with us and we
just don®"t show up. We don®"t show up.

So when we compete -- when you go to
compete on something, we say, Oh, we
lost. But China is over there doing
business, providing credit.

It"s not going to be a one
shot. 1It"s not a low-hanging fruit

situation, but it certainly could be a
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long-term relationship that we could
develop with additional leadership and
support.

Finally, the African and
Caribbean immigrants and many immigrants
in this city, as you know, Councilman,
they want good schools for their
families, for their children. They want
to have a quality of life here that"s
equal to everything else that we all
experience, and | think Philadelphia is
certainly on the right track. The
Mayor*®s Commission on African and
Caribbean Immigrant Affairs, we work with
all of the many immigrant communities and
the many members of City Council like
yourself and Councilwoman Blackwell, who
made this a welcoming environment for us,
even with the difficulties we share every
day. I mean, we"re not going to give up.
We"re going to continue to struggle. But
the most important thing for us is to
make a contribution. And we"re not

asking anybody to give us anything. We
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want to make a contribution in every way
possible, and we want to make sure that
our families benefit from that
contribution. And so for us, the notion
that you can do planning, business
planning, or international trade and not
focus on Africa and the continent of
Africa as a critical component is
ludicrous, especially, as 1 said before,
when we have a city that the majority
population iIs the minority population.

So 1*m hopeful that as you
continue, you continue to engage all of
the population of the City, particularly
those who are of African descent, so we
can continue to help you and make this
thing.

So, as | said, thank you for
your work, your vision, and we want to be
here to help you in every way we can too.
Thank you.

COUNCILMAN OH: Thank you very
much. And 1 would note that Councilwoman

Blackwell is here with Council President
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Darrell Clarke. And I would ask the
Councilwoman and the President if they
have any questions for the panel.
COUNCILWOMAN BLACKWELL: Thank
you. We are grateful to have gotten back
from PIDC before this was over. Sorry we
had to step out. But we are very proud
of the work that this firm does, and
we"re proud of the work that our
Chairman, Honorable Stanley L.
Straughter, does for the Mayor®s
Commission on African and Caribbean
Immigrant Affairs and for Echoes of
Africa. And we have been talking to him.

As of late, he"s been talking about

expanding -- I don"t know iIf you
mentioned it -- In many other countries
in Africa, and | hope -- I"m going to ask

you to mention what your new quest 1is.
MR. STRAUGHTER: Thank you,
Council Lady. We"re opening offices in
Buja, Nigeria and also in Monrovia,
Liberia. You might -- 1*m sure when you

check the trade statistics, you"ll find
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out that Philadelphia comes into our port
over $18 billion worth of goods and
services from Africa and we ship very
little back. So we have a
multi-billion-dollar trade gap. So in
our planning in the future, just ask how
do we close this trade gap. And, of
course, some of our goods and services,
particularly services, are necessary iIn
this effort, whether it be through our
colleges and universities, our consulting
firms, our engineering firms,
manufacturing firms. You name i1t, all
those skills are necessary to help propel
the economy.

So we"re happy to be there and
be of service in any way we can. Thank
you, Councilwoman.

COUNCILWOMAN BLACKWELL: Thank
you. Thank you all.

Thank you, Mr. Chairman.

COUNCILMAN OH: Thank you very
much, Councilwoman Blackwell.

One of the things that 1 find
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very challenging is trying to go from a
starting point to another point and
connect the dots from many of the things
that you"re talking about, international
business, tax reform, business-friendly
environment, to how does that eventually
lead to the place where a family living
Iin our city that has not seen employment
In some years has an opportunity for
better education, a safer neighborhood,
and a good job. And it"s one of the
things that I find challenging In terms
of getting that message out.

In terms of what you find
challenging in terms of speaking to
government or whatever else that you®re
dealing with, would you share with me
some of the things that you think that we
should be doing better or that you find
very frustrating, that government just
doesn®"t seem to get, and what we could do
to make our city more competitive beyond
what you just said here.

MR. PEARSON: Councilman, 1
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think my colleague alluded to it earlier,
especially for start-up businesses. In
my case, where 1 was taking on a lot of
debt and personal guarantees, | was very
sensitive to profitability, and when you
see the tax erosion for start-up, it
becomes very difficult to look favorably
on locating a business. And I think
creating an environment for start-up
business is very important. And this
crosses the racial lines, because as an
African American, 1 am more likely to
hire other African Americans, and if we
can create start-up business
opportunities, the most growth in this
country is generated through small
business, businesses employing less than
50 people. So that"s really the vehicle
for economic parity in this nation. And
we have to remove impediments, which
include deciphering a complex tax code
and deciphering where to locate a
business, and 1t we could facilitate

quickly starting up, iIncorporating,
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partnership, whatever form they choose --
and, again, the SBDCs in Pennsylvania are
excellent resources, because 1 served on
their Board in Washington, and they"re
financed very differently in
Pennsylvania. It"s financed through a
lot of state funding, unlike New Jersey,
which their SBDCs often struggle. So we
have some advantages. We have places
that can be vehicles. In West
Philadelphia, The Enterprise Center can
reach out into communities and help
businesses start.

So we have the tools. It"s
more or less empowering them to reach out
to more folks In our community that are
interested in starting businesses.

MR. SWANN: As was pointed out
in the issues on starting businesses, I™m
going to touch on a couple things. One,
the City of Philadelphia is probably the
biggest dog on the block in terms of
procurement. So if you think about how

the City procures, what 1t emphasizes,
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what 1t rewards versus doesn"t reward
will go a long way to changing the
environment for businesses to grow here.

So to the extent that you can
realistically and reasonably have, let"s
say, an advantage for local buys versus
buying from far outside, maybe you factor
into the cost of transportation impact.
I know there is some degree of that iIn
the purchase right now, but making sure
that your procurement iIs done that way.

When you hire firms, especially
smaller firms, prompt payment. Pay
people inside 30 days, all types of
vehicles to do financing so that people
can get sort of different methods to get
working capital. Many of those could go
away or be significantly downscaled if
you simply paid people in 30 days. Then
they wouldn®t run out of money. That"s
probably one of the biggest challenges
for small businesses, running out of
money .

So I think -- and also some of
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your contract terms. | can speak a
little bit more to the construction and
engineering side, but you can set up
contract terms that allow the City to
step in and pay subs directly if you find
that the prime contractor is slowing down
or choking the subs on payment and -- |
don®"t want to get iInto i1t in-depth here,
but that"s what they do. So you can set
up contract terms that allow you to do
that, because you®re the owner.

The last thing you can look at
iIs OCIPs, owner-controlled insurance
programs, which will allow you to kind of
lift some of the burden of bonding off of
some of the second- and third-tier
subcontractors, which, when you"re a
smaller firm, is difficult to get, more
expensive, and makes your price
uncompetitive. Since the City does a
fairly good amount of buy, you can
probably get a better break on insurance.
You may think that 1f you®"re not paying

for iInsurance because i1t"s carried by the
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GC, 1t"s part of their price. So you"re
paying for it eventually. So if you
OCIP, you roll it all up, you can get a
probably better deal because you"re going
to buy in bulk.

So those are just a couple
things | could think of from the
perspective of construction and
engineering.

COUNCILWOMAN BLACKWELL:

Mr. Chair?

COUNCILMAN OH: Yes.

MR. STRAUGHTER: Let me say
that one of the iImportant things for us
iIs to -- and I"m In the accounting
business, and even in the year 2010 --
2012, 1 should say, you have difficulty
going to any large CPA firm and finding
any major number of minorities. It just
doesn®t happen right here in
Philadelphia. You might not even know
one black partner in any of the major CPA
firms.

My firm, we have 500 employees,
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but they get an opportunity to come learn
the craft, perfect their craft, and then
once they perfect i1t, they leave us and
go work for the big four or five,
whatever it is. But the point is, It
takes talent and the resource to help
many people learn the skill. 1It"s not
only accounting. It may be iIn other
professions, but | use mine as an
example.

And so our growth comes from
our ability to train internally and to
make them as proficient and efficient as
any other accountant, not a black
accountant, but as any accountant that
happens to be black or Asian or Latino
and they"re as effective. And they can
go any place in the world to work.

So this training element,
professional skills, mentoring is going
to be very helpful for us as we continue
to grow our business, but just as we
become competitive globally, people are

going to know where the engineer is going
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to come from if you"re going to go to
Africa or China, where are they coming
from and are they as good as those in the
international market, because as one of
my colleagues mentioned earlier, we don"t
compete against North Philly and South
Philly. We compete against China, Korea,
Brazil wherever we go. You don®"t have to
be that good.

So this i1s one core area that I
think can be helpful to us. And I don"t
want to say that the -- I don"t want to
imply that the colleges and institutions
that we"re working with now are not doing
it. We"ll just have to do more of it
going forward.

The other point my colleague
just made was the fact that my firm 1is
more likely to hire a black, a Latino,
Asian certified public accountant. 1I™m
going to give him a shot, because each
one of us had to go through that same
problem he or she i1s going through, and

as a consequence, we create an
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environment, enabling environment, where
that person can come work, be mentored
and nurtured and get their continuing
education credits that they need also.

So these things are important
as people look at their career and how
even to understand that®"s a career and
then opportunity for us.

For the young people here,
growing up in Philadelphia, It is
probably extremely difficult. Every one
of us, especially minorities that are
sitting here, are probably the exception.
We worked through some things, some
difficulties, single parents, all that,
but let me tell you, it is still
difficult to be a minority child in the
City of Philadelphia in 2012. We, our
community in general, will have to take
some extra steps to keep these young
people from killing themselves. They may
be attacking some of us, but at the same
time, seeing how we can help with

teachers to make a quality environment in
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the school system, because that®s
ultimately what we"re going to have to
deal with going forward, is those young
people that®"s going to take my place and
your place going forward, how do we save
them now. And 1 think it"s going to
take, 1f not a village, i1t"s going to
take the whole damn city to reach out and
do that, and education is going to be the
key. So thanks again.

COUNCILMAN OH: Thank you very
much.

Let me just take a break for a
second. Councilwoman, did you have
something to say?

COUNCILWOMAN BLACKWELL:
Absolutely. 1 will certainly give them
and anyone else who is iInterested, we
will have a business opportunity
breakfast at The Enterprise Center,
sponsored by PIDC, who is hosting the
breakfast, and myself to deal with
Emerging Contractors Program, which is

their minority program and a new program
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they have dealing with bonding, which 1is
always a big issue with minorities. So
everything they say is 100 percent true,
and we hope that -- and we"ll send them
around to all the offices, and that"s on
October 31st at 8:00 in the morning. We
will have a business opportunity
breakfast at The Enterprise Center, 4548
Market, the old Arena, and we hope that
the word will be passed on and that
people certainly will come.

Thank you.

COUNCILMAN OH: Thank you very
much. And I did get my invitation today.

MR. McCLURE: Just continuing
on, again, asking how you put those
connectors together, and 1 think we
probably all agree that probably the best
social program that we have out there 1is
really to have an opportunity for a job
for everyone, a good, solid job, and
these folks here, you know, give those
opportunities. And 1 think one of the

things that you all should be asking is
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how do 1 get you a hundred jobs here into
the City. That"s the question. You
should be asking companies like his, you
know, what does it take for you to move
here? What is i1t going to take? What"s
the Impediment? What"s the tax
structure? Help us create that framework
that"s going to make you grow and take
that hundred jobs to 150 to 200 jobs.

So, you know, again, I think
the connector i1s opportunity and an
opportunity for full employment.

COUNCILMAN OH: Thank you very
much.

Do you have anything else?

Then let me --

MR. PEARSON: 1 had one other
point, Councilman, and, that is, if we
could formalize getting the business
community involved so that we could
crystalize ways in which we can help
government and government can help us,
instead of this adversarial approach. We

go nowhere as a region. We should pick
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common core projects that can generate
very immediate effects in how we govern
and how we do business.

COUNCILMAN OH: Well, 1 think
that"s an excellent idea and suggestion.
I will accept any good ideas and
suggestions for projects.

This 1s a pretty extensive
hearing. 1 got a lot of notes that 1
tried to put on everybody®s testimony.
My staff is here to basically summarize,
and we have the notes of testimony. So
what will happen, to let you know, iIs, we
will try to collect all this testimony,
weed through i1t, pull out the various
parts that you are emphasizing, and to
put them into action items for your
review. At the end of the day, if you
have testified and we on our side don"t
step forward with some action items, some
resolutions, some proposed legislation,
some proposed reforms, then this Is not
very productive.

So as much time as you have
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spent to give us the testimony, we will
take more time to put this into
legislation and other action items for
your review and then we will introduce
those. So I hope it will be very
productive at the end of the day.

So with that, 1 will recess
this hearing until the call of the Chair
tomorrow at 1 o"clock.

Thank you, everyone.

Thank you, Councilwoman.

(Committee on Global
Opportunities and Creative/lnnovative

Economy adjourned at 5:15 p.m.)
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I HEREBY CERTIFY that the
proceedings, evidence and objections are
contained fully and accurately in the
stenographic notes taken by me upon the
foregoing matter on October 9, 2012, and that

this 1s a true and correct transcript of same.

MICHELE L. MURPHY
RPR-Notary Public

(The foregoing certification of this
transcript does not apply to any reproduction
of the same by any means, unless under the
direct control and/or supervision of the
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