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BILL 161106 - An ordinance amending Chapter
17-1600 of The Philadelphia Code, entitled
"Economic Opportunity Plans," by further
providing with respect to Section 17-1603,
entitled "Economic Opportunity Plans:
Contents". ..

RESOLUTION 170298 - Resolution authorizing the
Committee on Commerce & Economic Development
to hold hearings regarding Philadelphia®s
Maker Meetup.
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COUNCILMAN JONES: Good
afternoon, everyone. This is a hearing
that we are now calling to order.
There"s a presence of a quorum with
Councilwoman Parker, Councilwoman
Reynolds Brown, Councilman Domb,
Councilman Henon, and myself.

So the meeting i1s called to
order, a public hearing on the City
Council Committee on Commerce and
Economic Development. The purpose of
this public hearing Is to hear testimony
on Bill No. 161106 and Resolution No.
170298.

I don"t see the author of the
bill.

I do see the author of the
bill, and 1 would like to give her an
opportunity to make remarks about the
intent of this bill.

COUNCILWOMAN BROWN: Thank you.
Good afternoon.

Hello. Good afternoon.

(Good afternoon.)
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COUNCILWOMAN BROWN: To my
colleagues, Chairman Jones, and the
members of the City Council Committee on
Commerce and Economic Development and to
everyone who has stepped away from your
work to join us this afternoon. | would
be remiss not to offer first a very
special thank you to the Administration
Iin particular for the partnership my
staff has enjoyed over the past 18 months
or more with the Office of Economic
Opportunity with regard to all we have
done throughout this process. The
timetable by which we have arrived here
1s always important.

In December of 2016, I
introduced Bill No. 161106 that requires
the establishment of an oversight
committee to track the progress of large
City projects towards achieving targets
for minority and women-owned and disabled
businesses. Bill No. 161106 increases
oversight to encourage project owners and

contractors to strengthen their efforts
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with hiring diverse firms.

Bill No. 161106 i1s intended to
also maintain a diverse workforce while
we meet or exceed EOP goals. This bill
speaks to the need to enhance oversight
and accountability based purely on
testimony during the budget hearings
process and our continuing disappointment
when we see initiatives come before us
where the goals of minority and
women-owned businesses have failed.

It 1s Imperative that we
continue to bring economic opportunity to
diverse businesses and workers 1In
Philadelphia. Diversity i1s only in the
workplace when companies bring women and
people of color to the table for major
decision-making. For sure, research
tells us that 1t does change the
conversation and makes different but
equally viable i1ssues rise to the
surface.

This amendment to Bill No.

161106 has been circulated to all members
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of the Committee and for sure reflects a
team effort. Through information my
office and 1 have ascertained from
extensive meetings that have taken place
since last December, including meetings
with OEO 1n March, May, and summer of
2017 regarding the impact of this bill,
we have worked diligently to successftully
advocate for Class 100 funds to the OEO
to meet the demands of Bill No. 161106,
and 1 thank my colleagues for endorsing
the allocation of these dollars.

With the addition of two
full-time staffers OEO has received, we
are comfortable amending the bill to
reflect a $5 million threshold.
Philadelphia has a reputation as a city
that strives for diversity and inclusion
at all levels i1n spite of the impediments
we continue to face.

For these reasons, | am asking
for support today on this matter. And,
again, | want to thank my staff, the

advocates, and the leadership of the
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Office of Equal Opportunity for helping
us to arrive at this juncture.

Thank you, Charrman Jones.

COUNCILMAN JONES: Thank you,
Councilwoman.

Does my Vice Chair have a
comment or any of my colleagues, opening
remarks?

(No response.)

COUNCILMAN JONES: If not,

Ms. Williams, will you please read the
title of the bill.

THE CLERK: Bill No. 161106, an
ordinance amending Chapter 17-1600 of The
Philadelphia Code, entitled "Economic
Opportunity Plans," by further providing
with respect to Section 17-1603, entitled
""Economic Opportunity Plans: Contents,"
including but not limited to, changes in
the criteria which require a Project or
Contract Oversight Committee, all under
certain terms and conditions.

COUNCILMAN JONES: Thank you.

And will you please read the panel to
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testify.

THE CLERK: 1lola Harper.

COUNCILMAN JONES: Ms. Harper
i1Is a whole panel?

THE CLERK: Yes.

COUNCILMAN JONES: Okay.

(Witness approached witness

table.)
COUNCILMAN JONES: Welcome.
MS. HARPER: Thank you very
much. Good morning -- or afternoon,

Councillman Jones and Committee on
Commerce and Economic Development. My
name i1s lola Harper and 1°"m the Deputy
Commerce Director for the Office of
Economic Opportunity. 1 thank you for
the opportunity to appear before you to
testify i1n support of Bill No. 161106,
introduced by Councilwoman Blondell
Reynolds Brown. This bill, as proposed
to be amended, would require project
oversight committees on projects with
EOPs and budgets exceeding $5 million.

The work of OEO is to empower
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minority, women, and disabled-owned
businesses and to foster diversity and
inclusion in the Philadelphia workforce.
OEO understands the value of oversight
committees as an important accountability
tool and endorses the laudable objective
of this legislation.

Currently, OEO convenes
oversight committees on a case-by-case
basis. With significant input from City
Council, the Administration, and the
community, we deploy committees where
those resources will best support the
basic goal of the opportunity.
Currently, OEO is attending approximately
15 active oversight committees
encompassing City-owned projects, those
in the private sector, including those
owned by large non-profit Institutions,
and developments managed by quasi-public
agencies. OEO staff spend an average of
12 to 14 hours per week attending the
current oversight meetings. This does

not include time spent coordinating and
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planning these meetings, a responsibility
OEO has for some of them. We estimate
with the passage of Bill No. 161106 that
the total number of active committees
will quadruple.

We believe, however, that we
will find the resources to meet this
challenge. New OEO specialists will
coordinate and attend oversight meetings
on both City-owned projects and private
development. In addition, they will vet
the reports provided by project owners
and representatives for accuracy and
truthfulness. This verification will
include site visits to projects and
interviews with M/W/DSBE contractors that
are on the job. They will also staff a
hotline which will be dedicated to
reporting challenges and issues that may
require investigation or follow-up and
coordinate with the Labor Standards Unit
on projects which that office oversees.
This means OEO will be able to perform

more direct and rigorous oversight.
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With respect to resources
devoted to oversight committees, as with
all other OEO resources, we intend to
maximize Impact. For instance, a typical
panel of stakeholders that meet quarterly
will be appropriate for many projects
within this bill"s scope. For other
projects, regular written reports and
conference calls will be equally
effective, but more efficient. Certain
very large projects will, as ever, be
best served by broad committees that meet
frequently.

I also want to emphasize that
OEO will continue to welcome and give
close consideration to the input of
Council, the Administration, and other
stakeholders on deployment of oversight
committees.

We hope that this increased
oversight will encourage project owners
and contractors to intensify their
efforts to hire diverse firms, maintain a

diverse workforce, and meet or exceed
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their EOP goals. This bill speaks to the
need for enhanced oversight and
accountability. This is a central
priority for OEO, and we hope that we
will be able to report to Council with
more detail as a result.

As with the sponsor and City
Council as a whole, i1t i1s my goal, OEO"s
goal, and the Administration®"s goal to
bring economic opportunity to the diverse
businesses and workers iIn Philadelphia
that are being overlooked. I look
forward to implementing Bill No. 161106
toward that end.

Thank you very much, and I™m
happy to answer any questions that the
Committee may have.

COUNCILMAN JONES: Thank you,
Ms. Harper. A couple of quick questions,
1T the author will allow me --

COUNCILWOMAN BROWN: Please.

COUNCILMAN JONES: -- just to
get clarification.

So this amendment will deal
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with projects over $5 million?

MS. HARPER: Correct.
COUNCILMAN JONES: And
primarily does this just cover Rebuild or
does 1t cover projects outside of the

scope of recreation, libraries, and
others?

MS. HARPER: It will cover all
EOPs, Rebuild and other.

COUNCILMAN JONES: So this is
not just for the 300 million estimated
construction. This i1s for the close to a
billion dollars worth of procurement we
do every year.

MS. HARPER: That"s right.

COUNCILMAN JONES: So this bill
will give you added capacity from a
staffing position? When you say
"oversight,”™ is it staff or i1s 1t outside
people that wind up on the committee?

MS. HARPER: 1It"s staffing, for
the most part. What generally happens
now, we have staff that are assigned to

various City departments. 1 have a staff
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of 14, seven of which are assigned
various City departments. And because of
the volume -- I call i1t a caseload.
Because of their caseload, site visits, a
lot of the on-the-ground,
boots-on-the-ground work is not always
possible, and so what these two
additional staffers are going to do 1s,
they"re going to supplement the efforts
already being deployed by those employees
by actually being available to go on
site, to staff the hotline that 1 spoke
of, and they will be the primary
organizers of these oversight committees.
And so they will do the agendas and the
e-mails and collect the reports and
verify the reports. So there will really
be an additional set of eyes on each EOP.
So i1t wasn"t that there were no eyes on
the projects already. This adds two
additional eyes to each City department
and all of the private development
projects that are currently being

monitored.
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COUNCILMAN JONES: And you say
private projects as well?

MS. HARPER: What"s that?

COUNCILMAN JONES: Private?

MS. HARPER: This will be quasi
and private development projects as well.
Anything that has an EOP.

COUNCILMAN JONES: Last fiscal
year how many projects were above 5
million that would qualify for this kind
of scrutiny?

MS. HARPER: Sure. So 1 can
share with where we are currently, 1f
that"s helpful.

COUNCILMAN JONES: That works.

MS. HARPER: So there are
currently 307 City-owned active projects
with EOPs and 64 more in planning. That
means that they are drafted. They may
not be signed yet. The project may not
have started yet.

Of those 377, 30 of the current
City-owned projects have budgets over $5

million and would require an oversight
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committee under the new legislation. So
that"s about 8 percent.

Quasi and private projects are
a little bit different. Under this new
legislation, about nine quasi-public
projects would have oversight committees.
And the committees on privately owned
projects or private development projects
would iIncrease to about 44 committees.

So EOPs and the creation of
EOPs 1s dynamic.

COUNCILMAN JONES: So we"re
closing 1n on 90 projects --

MS. HARPER: Absolutely.

COUNCILMAN JONES: -- that
would qualify for this kind of oversight.

MS. HARPER: That"s right.

COUNCILMAN JONES: And when you
examine them, so there is a fields test
where you go out and a, | guess,
jJustification of workforce review?

MS. HARPER: Right.

COUNCILMAN JONES: So you do

about three examinations or tests when
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you go out?

MS. HARPER: Well, the
workforce will be done iIn partnership
with Labor Standards, right? So part of
that piece will leverage the efforts that
are already being deployed by Labor
Standards. So In some cases, in most
cases, our person will be working
alongside of --

COUNCILMAN JONES: So i1s like
cross-training happening?

MS. HARPER: Yes. Yes. So
from a workforce perspective, they get an
extra set of eyes too. So we"re kind of
all looking at everything.

COUNCILMAN JONES: And are you
also -- 1s anybody i1n that of looking at
construction safety issues with the
demolition kind of beefed up? Are you
looking for those kinds of things as well
or strictly what your scope deals with?

MS. HARPER: 1It"s going to be
participation related, but not safety

related.
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COUNCILMAN JONES: 1°m happy-

MS. HARPER: Okay.

COUNCILMAN JONES: 1 was just
piling on a little bit.

So 1 guess what we"ll do is,
I1"11 pass to the author of the bill and
then Councilman Henon and then Councilman
Domb.

COUNCILWOMAN BROWN: Thank you,
Mr. Chairman.

Let me again say thank you
very, very much for working so closely
with my staff to having us end up at 5
million.

Second of all, as a point of
information, this is simply another layer
of work that former Councilman W. Wilson
Goode did during his tenure here, and as
always through budget hearings and during
budget testimony where we have
discoveries, that we need to add another
stake 1n the spoke of the bike so that we
can tighten what we"re not seeing.

So for my colleagues, testimony
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from Labor Standards during the budget
season and testimony from your office
triggered the opportunity for my staff
and 1 to figure out how we can help the
situation when it comes to MBE/WBE
participation.

With that said, question. So
all lines of those 14 professionals on
your team lead to whom?

MS. HARPER: Me.

COUNCILWOMAN BROWN: And the
two additional staff, their duties and
responsibilities will lead to whom?

MS. HARPER: Me.

COUNCILWOMAN BROWN: Okay. And
presuming this moves through the process,
gets to the Mayor*®s desk for signature,
the next steps will be what? Complete
the sentence for me.

MS. HARPER: The next step will
be 1n the month of October to begin -- to
identify the two new individuals, because
that takes a little bit of time. These

will be represented positions, and there
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IS a process for represented positions.

COUNCILWOMAN BROWN: Sure.

MS. HARPER: So | anticipate --
or actually i1t"s my hope that before this
year 1s out that we will have i1dentified
and secured the new MBE -- and they will
be MBE specialists.

COUNCILWOMAN BROWN: So with
that said, when we listen to budget
testimony come spring or winter 2018,
what would be your hope given these two
additional professionals on your team?

MS. HARPER: That we will be
able to give you some initial reporting
on how it"s going. Your office and a
number of others have been kind enough to
really reach out and say is this enough,
and my answer right now is 1 don®"t know,
because this iIs something that®"s new.
It"s something that we"re rolling out.
And 1t"s my hope to have a feel for the
rhythm of how this is going to work and
to know 1T are we In over our head with

Jjust two people or what has to happen in
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order to make this work.

I talked about 1In my testimony
that not every committee will be the
same, and It"s going to be based on a
number of things how that committee is
constructed, and that i1s the reason why I
believe that two people will be
sufficient given that --

COUNCILWOMAN BROWN: At this
juncture.

MS. HARPER: Yes. -- some
meetings will require a convening of a
large group, some meetings will not
require that.

And so my hope during
testimony, budget testimony, is to tell
you how 1t"s going and to tell you that
we"ve secured the two people and tell you
how i1t"s going thus far.

COUNCILWOMAN BROWN: Okay.
Well, thank you very, very much again for
your office working so closely with my
team to get us to this juncture. It was

clear to us during budget testimony that
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help was needed and that the
infrastructure i1n place was insufficient
in terms of meeting Council®s
expectations when 1t comes to oversight
with major projects. So we"ll look
forward to March 2018.

MS. HARPER: All right.

COUNCILWOMAN BROWN: Thank you,
Mr. Chairman.

COUNCILMAN JONES: Thank you,
Councilwoman.

The Chair recognizes Councilman
Henon.

COUNCILMAN HENON: Thank you,
Mr. Chairman.

I*m going to say good
afternoon.

MS. HARPER: Good afternoon.

COUNCILMAN HENON: Thank you
for coming iIn here.

I have a question. Currently,
before this amendment, how does your
office operate and how do we monitor, how

do we cross-check, how do we communicate
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with Procurement, how do we communicate
with Public Property, how do we
communicate with Revenue, how do we
communicate with Labor Standards?

MS. HARPER: How much time do
we have?

COUNCILMAN HENON: 1

understand, but there"s a bigger

picture --

MS. HARPER: Sure.

COUNCILMAN HENON: -- to help.
I mean, 14 people -- 1 mean, at the end

of my thing, 1"m going to ask you what 1is
the value that you®"re putting on -- what
fiscal impact does this legislation have,
not just with you but i1f Labor Standards
needs to hire more people, does Revenue
need to hire more people. Like what is
the bigger picture to accomplish what
we"re trying -- what this legislation is
trying to accomplish?

MS. HARPER: Right. So let"s
see 1T | can start where --

COUNCILMAN HENON: So let"s
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start with EOPs. How do you monitor EOPs
and what 1s the existing prior to this
change?

MS. HARPER: Right now EOPs are
monitored In a variety of ways.

Certainly there are oversight committees
that are convened. And up until now,
those committees were convened at the
discretion of this office, and sometimes
that 1s a result of a request from a
Councilmember or the Administration.
Sometimes 1t"s a very important or
popular project that people are going to
want to be in the loop and 1n the know
about in terms of what"s going on. So up
until now, committees were convened at
our discretion.

Oversight 1s done In a number
of ways. So obviously with the EOP
committees, the committee convenes on a
monthly or quarterly and sometimes on a
brannual basis. Sometimes those
committees employ a third-party monitor,

and that third-party monitor will secure
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certified payrolls. That third-party
monitor will evaluate subcontractor
payments to ensure that the goals are
being met. And then iIn other cases --

COUNCILMAN HENON: Certified
payrolls for public or quasi-public?

MS. HARPER: And even private,
absolutely.

COUNCILMAN HENON: Not private?

MS. HARPER: No. Even the
private -- even --

COUNCILMAN HENON: You can
certifty payroll --

MS. HARPER: Absolutely.
Especially when a third-party monitor is
involved. That"s their job. Their job
IS to come to the committee and report
out on workforce, to report out on --

COUNCILMAN HENON: Because they
agreed with the EOP.

MS. HARPER: That"s right. So
the committee at that point can --
sometimes I"ve requested corrective

action plans. Sometimes i1t results iIn
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payments being held. It results In a
number of things. So that"s one way.

On a day-to-day basis with City
departments, our specialists are
evaluating subcontractor payments.
Oftentimes they"re on the phone with
subcontractors mitigating or facilitating
challenges that are going on. And so
we"re looking at payments made from
the -- we"re looking at when the prime
was paid and then when that prime makes
payments to the sub. That is the primary
way that oversight i1s done.

Currently, because of the
number of people on staff, our staff
doesn®"t have an opportunity to go out iIn
the field and to talk to the M/W/DSBEs on
site or looking at the phase of the
project, for example, and knowing that
this thing is supposed to be happening.
This 1s supposed to be the electrical
stage, and going out to see i1If In fact
that"s happening and 1f In fact the firm
that"s supposed to be doing that is in
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fact doing that.

And so we anticipate that these
two new staffers will be, In large part,
our boots on the ground looking at how
projects are phased, when our subs are
supposed to be on site and active,
checking to make sure that they are 1in
fact on site. Those types of checks and
balances that aren®t currently happening,
our hope is that we"ll be able to begin
to do some of this type of work that we
haven®t been able to do recently.

I don*"t know 1f this answers
your question.

COUNCILMAN HENON: So we"re
creating new oversight committees?

MS. HARPER: Absolutely.

COUNCILMAN HENON: Through this
legislation?

MS. HARPER: There will be
close to 90 new oversight committees.

COUNCILMAN HENON: So close to
90. So I™"m really just trying to wrap my

arms around 1t. So you"re hiring two new
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people for 90 new committees?

MS. HARPER: Right.

COUNCILMAN HENON: And we can"t
get to the committees or form the
committees that we currently have?

MS. HARPER: No. That"s not it
at all. The committees that -- we have
about 15 active ones right now that are
fully staffed. Right now we don"t have
these committees in place, and because
this -- the flexibility of this
legislation allows us to determine the
type of oversight committee. So there
may be iInstances where there are eight or
ten or 15 people sitting around a table
kind of talking about a project and there
may be iInstances where there is myself
and the project manager and a department
manager and somebody from the project
talking about and looking at the progress
of a particular project. So we can
control the type of oversight -- the type
of oversight committee, | should say,

which I believe is going to allow us to

Page 27

STREHLOW & ASSOCIATES, INC.
(215) 504-4622




Committee on Commerce and Economic Development
September 19, 2017

© 00 N O O A~ W N P

N D DN NMNDNPFEPF P PP R PP R R R R
a A W N P O © 0 N O O A W N P+ O

9/19/17 - COMMERCE - BILL 161106, ETC.
sufficiently take a look at all of the
activity that"s happening on EOPs that
are $5 million or over.

Now, when 1 come to testimony,
when 1 come to budget testimony, I will
be able to let you know that this is
working or 1t"s not working, that we are
sufficiently staffed or that here"s what
we need to do. Because this 1s new and
we"ve never done 1t, there®s no way to
really predict how this i1s going to roll
out. We just have kind of our best plan
right now.

COUNCILMAN HENON: So 1 assume
that the $5 million mark, 1 don"t know
why 1t"s added or not added or why i1t"s
added i1n here, because assuming something
$5 million has a project labor agreement
through executive order --

MS. HARPER: That"s 3 million.

COUNCILMAN HENON: -- isn"t EOP
and oversight committees already
established through that?

I*m just trying to, again,
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really wrap my arm around duplicity and
Ccreating extra committees when we can"t
get to the committees we should be doing,
Jjust where we"re headed and where®s the
responsibility ultimately fall. 1 know
it falls on you, but if again $5 million
iIsn"t here and I"m assuming -- | don"t
know 1f i1t"s fact or not. |I"m assuming
It"s because there"s a project labor
agreement through executive order, but
project labor agreements have oversight
committees and they have regular meetings
and all that stuff. So would this be on
top of that? Like would this be looking
after these committees on top of that
committee, on top of the EOP committees?

MS. HARPER: No.

COUNCILMAN HENON: How many
committees do we have?

MS. HARPER: We"re going to
leverage existing protocol. So, for
example, 1T there"s already an oversight
committee that"s supposed to happen as a

result of a project, we"re not going to
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create another oversight committee. So
there will be times -- well, first of
all, my understanding i1s that oversight
committees themselves have not been
legislated to date. So our office, this
office, or this office at the request of
a number of maybe folks from the
Administration or from City Council, we
will convene an oversight committee on an
as-needed basis. So this i1s the first
time that there will be a trigger for
oversight.

COUNCILMAN HENON: Which 1
think 1s great, but I don"t think there
should be a dollar value to 1t. | mean,
I don"t know why a $5 million --

COUNCILWOMAN BROWN: Point of
information.

COUNCILMAN HENON: -- value
should be codified. |If we just codify
all EOPs, 1™m cool with that.

COUNCILWOMAN BROWN: Point of
information, please. The record should

reflect that our amendment was initially
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written with a $3 million threshold, and
after almost ten months of negotiating
and meetings and negotiation and
meetings, we have jointly moved to a
place that my office i1s certainly
comfortable with, and the Administration
has acknowledged that they are, to $5
million. And we arrived at 5 million
because we fully understood that this
office currently is -- struggling would
be the wrong word, but you®re doing all
you can to meet the requirements of
oversight already. And so had we left
the number at 3 million, 1 would suspect
that the number would be far more than
the 307 City-owned active EOPs that
you"ve mentioned.

So 1 just need to put that on
the record, that we arrived at 5 million
as a result of months of meetings between
the Administration and my staff.

COUNCILMAN HENON: Okay. Wwell,
thank you for that information. For the

record, 1 think that every EOP should
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be --

COUNCILWOMAN BROWN: We do too.

COUNCILMAN HENON: Should have
the opportunity to establish a committee,
not 3 million, not 5 million. 1 don"t
care how many million. If it"'s 1
million, 1If 1t"s an EOP and has to come
through this body, then that should
trigger an oversight committee where
necessary.

COUNCILWOMAN BROWN: We agree.

COUNCILMAN HENON: So that's
all 1™m saying.

COUNCILWOMAN BROWN: We
completely agree.

COUNCILMAN HENON: So I don"t
know where the $3, $5 million values come
from. If you get an EOP because you“"re
required to have any kind of benefit from
the City of Philadelphia or public
property, public works, you®"re held to
different standards that reflect the
Administration, the City of Philadelphia

and our responsibility and have an
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oversight committee. |1 don"t know why
we"re putting dollar values on something
that we"re doing or should be doing
anyway or trying to accomplish.

And, last, 1"11 let my other
members talk. You talk about i1n here
prompt pay. Basically when it comes to
making sure that subcontractors are paid,
how does that work and are we -- because
there®s been legislation and | know our
great leader, when our colleague here,
when Councilwoman Parker was a leader of
the House delegation, prompt pay
legislation came up in Harrisburg several
times and, of course, people who don*t
see the way Philadelphia and our region
sees shut 1t down because they don"t want
to pay people and we do.

Are we preempted for prompt
pay, and how does that work here through
this legislation?

MS. HARPER: So this --

COUNCILMAN HENON: And then
111 keep 1t quiet for a little bit.
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MS. HARPER: An oversight
committee i1s looking at 1f and when a
subcontractor gets paid, and certainly
our office on multiple occasions,
probably more than I can name, advocate
for the sub, to ensure that their payment
comes in a more timely fashion.

However, the oversight
committee iIn i1tself Is not a guarantee
of -- necessarily a guarantee of prompt
payment. What i1t does is, It lets a
group of people know that payment has not
been made so 1t"s not happening in
isolation or 1t"s not happening in a way
that nobody knows. You now have a group
of people that say, All right, this is
what needs to happen, and then there are
remedial actions that are attempted and
taken as a result of that knowledge.

COUNCILMAN HENON: I"m just
trying to get a little clarity on that.
We shouldn®"t be -- unless it"s
legislation and followed by the law and

everybody knows what the rules are, we
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shouldn®t be changing i1t or interfering
In business transactions anywhere.

MS. HARPER: Okay.

COUNCILMAN HENON: Period. 1
think that"s a problem, especially when
we have Amazon -- Amazon, are you
listening? We want you here iIn the City
of Philadelphia. Please come.

Thank you.

COUNCILMAN JONES: And 1 won"t
hold you, because my colleagues have been
very patient and want to get to you, but
just for clarification so | understand,
you have about 90 projects that require
these committees i1f 1t were year to date.
IT you were to drop i1t below the 5
million, how many would you need?

MS. HARPER: We actually have
that number. We calculated it at the $3
million level. 1 can"t recall what that
number 1s.

COUNCILMAN JONES: Rough
guesstimate.

You can"t shout -- you got to
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come up and state your name for the

record.

(Witness approached witness
table.)

MR. JANN: Good afternoon.

COUNCILMAN JONES: Good
afternoon.

MR. JANN: I"m Nick Jann. 1"m
the Director of Data and Policy for OEO.

So 1f 1t were -- 1 don"t
know -- this i1s a guess, but 1 would say
at the 3 million threshold, i1t would
probably be several hundred. So about
200 probably total projects.

COUNCILMAN JONES: So roughly
how many -- and these are all
construction. They"re not supply,
service, and equipment, right?

MR. JANN: There are a small
handful of supplies contracts that have
EOPs, like really large, like trash,
things like that.

COUNCILMAN JONES: Are they

also professional service?
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MR. JANN: Not professional
service.

COUNCILMAN JONES: So let"s
relegate them to those two categories.
Rough guess, how many EOPs would we be
reviewing with a committee?

COUNCILWOMAN BROWN: Point of
information, Mr. Chairman. 1 have that
here. With 5 million it would be 83 and
with 3 million 1t would be -- no, no.
With 10 million it would have been 59.

We negotiated collectively at the $5
million window, which means that at 3
million 1t would be more than the 83. It
would certainly cast the net a lot wider,
making 1t exceedingly difficult for the
office to manage that with just two
additional staffers.

COUNCILMAN JONES: Got it. All
right.

So can we just say a lot?

MS. HARPER: Yes. That"s a
good word to describe.

COUNCILMAN JONES: So I"m going
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to go with Councilman Domb and then
Councilwoman Parker.

COUNCILMAN DOMB: Thank you,
Mr. Chairman.

COUNCILMAN JONES: Recognizing
also Councilman Green is iIn attendance.

COUNCILMAN DOMB: Thank you,
Mr. Chairman, and good afternoon. 1 just
have a couple quick questions.

Can you walk me through the
process. If I was one of the lucky
employees who you would hire, how long
would 1t take me to evaluate a company
that had the $5 million worth of
construction? Is this a week? Is it one
day? How much time would i1t take?

MS. HARPER: For an oversight
committee?

COUNCILMAN JONES: Training, |
think.

MS. HARPER: To train someone?

COUNCILMAN DOMB: No, not to
train. To actually do the work, the

analysis.
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MS. HARPER: What type of -- so
we"d be looking at the EOP, what the
goals of the EOP are, and once the
project gets started, we monitor what
happens as it relates to the goals iIn the
EOP. So we"re not doing contractor
capacity evaluation. That"s already been
done by the department or the entity
that"s engaged that particular contractor
per se. So we"re not doing any type of
capacity assessment In the oversight
role. We"re simply looking at, you said
that your minority participation was
going to be 25 percent and your
women-owned participation was going to be
6 percent. Are you doing 1t? We"re
looking at the workforce.

COUNCILMAN DOMB: I understand
that, but 1t seems to me that that"s a
pretty quick analysis 1T you stay on top
of 1t on a regular basis.

MS. HARPER: 1It"s quite
possible.

COUNCILMAN DOMB: So I guess my
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question is, in thinking this through --
the i1dea, 1"m in favor of the i1dea. 1™m
just trying to think of the process.

The two people that we"re
hiring, any idea what the salary ranges
would be for those two people?

MS. HARPER: They will be 1in
the mid $40,000 range.

COUNCILMAN DOMB: Okay. So
keep 1n mind when we say mid 40, there"s
$1.24 of fringe benefits and City
overhead that gets added. So i1t°s really
100,000 per position pretty much. And my
question would be, have we gone outside
and asked some consultants outside of
government as to the best process of how
to achieve our goal 1In accomplishing
this?

MS. HARPER: In the hiring
process?

COUNCILMAN DOMB: In the
evaluation and the whole process. For
example, did we put out an RFlI to ask the

outside world, what is the best way for
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us to figure out the goal of what we want
to accomplish? And then even looking
further, saying instead of hiring people
In government, which cost us a fortune,
Is there an alternative way to do this 1iIn
the outside that would save us money and
have better monitoring?

MS. HARPER: Absolutely.

That --

COUNCILMAN DOMB: We"re all
interested iIn the same goal. 1"m just
trying to figure out the best way to
achieve 1t.

MS. HARPER: Right. That type
of evaluation for this particular process
did not occur.

COUNCILMAN DOMB: Okay.

Thank you, Mr. Chairman. Thank
you.

COUNCILMAN JONES: Are you
done, sir?

COUNCILMAN DOMB: Yes.

COUNCILMAN JONES: You always

zero In on the money.
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Councilwoman Parker.
COUNCILWOMAN PARKER: Thank

you, Mr. Chairman.

Let me start by saying that as
you were speaking, Councilman Henon, |
was just saying to myself that 1 think we
all concur. We all agree with your
sentiments, that it would be just great
for all projects, right, that require an
EOP that we find a way to specifically
monitor them.

But 1 think, Councilwoman
Reynolds Brown, what 1 appreciate about
this -- and also let me just state for
the record, because | want to give credit
where credit i1s due. Since 1°ve become a
member of this body, 1°ve heard diversity
and inclusion as i1t relates to doing
business 1In the City of Philadelphia as a
major issue of concern to all 17 members
of this body.

Councilwoman Reynolds Brown,
what 1 appreciate that you did that was

different was that you, as Ms. Harper
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just identified, have codified a way
where we will systemically now have a
process in place where we will monitor.

Now, Councilman Domb*s
comments -- and 1 always appreciate his
laser focus on maximizing the efficient
use of scarce resources, but your earlier
response and fully acknowledging that it
IS quite possible that the two people
within the system that we are
establishing just may not be enough, and
when we come back -- 1 think this is sort
of where you were going iIn that budget
process -- we will be able to measure
whether or not we as a Council need to
figure out how we find a way to allocate
additional resources so that you can
efficiently do your job.

So, Councilwoman, 1 don"t know.
Maybe i1t"s the teacher In me, but I am
crazy about rubrics. | am crazy about
systemic ways and systems, because that
iIs the way 1 think we can be successful

in this arena.
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But 1 wanted you to go for me
and talk about something that | haven"t
heard mentioned today, but It Is iIn your
testimony. Now, this is making me tingle
a bit. The general i1ssue with the
public -- and I think this is across the
board. 1 don"t care whether It"s a
private project or a City project taking
place In neighborhoods across the City,
particularly for the District
Councilmembers, we get calls about why we
don®"t see more people who live In those
communities working on these projects.
And nothing i1s more frustrating when you
get an emotional response for something
that i1s very specific that we should be
able to measure. But now the public will
have a way via a hotline where there is
someone who i1s staffing that hotline so
that any project they see taking place iIn
any neighborhood across the City of
Philadelphia that they are concerned
about, they can say, you know, I read in

the paper that there were supposed to be
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X number of women, African Americans,
minorities, those who are disabled on
this project and 1°ve looked at 1t for a
week and that"s just not the case. The
person who receives that data, one, can
sort of note that relative to that
particular project, so that when you come
to Council, 1T it"s 90 projects and |
want to figure out what®"s taking place in
the Ninth Councilmanic District and how
many calls that hotline has received, |
should be able to measure that and go
back and report to my people at a
meeting, my budget town hall meetings
that 1 do annually, that we have a
project at that location and this hotline
has received 20 calls and they"ve
conducted an iInvestigation. 1 just want
to make sure 1°m understanding the
process.

MS. HARPER: So the i1dea of the
hotline is that it will be external
facing and i1t can be used by the public,

but 1t can also be used by individuals
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that are working on the project that say,
This company i1s supposed to be performing
this particular scope and we haven"t seen
them on the site. This 1Is an

opportunity -- I mean, we get those calls
now anyway .

COUNCILWOMAN PARKER: So not
only that, not only does the public have
an opportunity, but 1f I am working on
the site and let"s talk about something
that i1s real, | may see something that is
occurring and a pattern of people sort of
not meeting the numbers, not meeting the
requirements, but I am terrified because
I need to pay my mortgage, so | don"t
want to say anything, you mean I can call
into this hotline and give this
information anonymously?

MS. HARPER: That"s right.

COUNCILWOMAN PARKER: And 1|
don"t have to give any information?

MS. HARPER: That"s right.
We"re going to get information. We get

these calls. We get these calls now
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and/or I"m walking down the street and
somebody pulls me aside and says, Here"s
what"s going on, here®"s what you need to
know. And because there"s just one of
me, my hope is that this hotline is
almost like a tentacle and it allows the
general public if they see things that we
need to know about and, equally
important, others that are working on
that project see things that we need to
know about. Now our ability to report
out on 1t, our ability to check back on
it, we"ll be able to start to do those
things.

COUNCILWOMAN PARKER: So this
IS, In essence, Councilwoman Reynolds
Brown -- I don"t know. Maybe this 1is
from my Harrisburg sort of days, but we
would call this whistleblower protection,
right? So not only can the public
respond, but those who are maybe on a
site working on a project or someone
observing who knows 1t"s wrong but just

doesn"t want to sort of get messy, they
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now have a vehicle where they can
communicate.

MS. HARPER: Absolutely.

COUNCILWOMAN PARKER: So let me
just close by saying to you, one, that I
think you have done a yeoman®s job --

MS. HARPER: Thank you.

COUNCILWOMAN PARKER: -- with
the scarce amount of resources that you
have for the demands particularly as it
relates to this 17-member body that has
clearly, each and every member in his or
her own right, has made this a priority,
and you have found a way to process our
request, and 1 want to say | thank you
for that.

And, Councilwoman Reynolds
Brown, let me say thank you to you for
your leadership and systemically
codifying a way that we can measure. And
I"m no longer having to -- 1 will no
longer as a District Councilperson have
to respond to any just general emotional

accounts. I will say, Let me see how
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this measures from the hotline
perspective and the employee. So thank
you very much.

And, Mr. Chairman, thank you
and members of the Committee for the
leeway that you just provided me.

COUNCILMAN JONES: Councilwoman
Parker, thank you for those comments.

In another life, 1 sat In that
chair as head of the Minority Business
Enterprise Council when 1t was called
that, and I don"t think to my record --
and 1"m searching my memory -- of the 17
members 1 had to deal with, 1 never made
any of them tingle with information. So
this 1s a whole new level.

MS. HARPER: Something new.

COUNCILMAN JONES: See, 1t"s
the strange things we get excited about,
though.

The Chair recognizes Councilman
Green.

COUNCILMAN GREEN: So we"ve

used the words '"tingle" and "tentacles"
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In this hearing today.

I just want to follow up on the
comments made by Councilwomen Parker,
Brown, and Councilman Domb and our Chair,
Councilman Jones, as well as Councilman
Henon, and | want to make sure I
understand this. Based on this
legislation, you said, from what I heard
earlier, you believe you may have the
staff to do the oversight at this
threshold based on the amendment, but
It"s possible you may not have that
staff?

MS. HARPER: That"s right.

It"s possible.

COUNCILMAN GREEN: So based on
that perspective, will you be able to
provide information to this Committee
regarding -- and 1"m assuming this may be
part of your annual report -- of the
various projects you were able to review
and the projects you were not able to
review?

MS. HARPER: Mm-hmm.
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COUNCILMAN GREEN: And so one
of the things -- and we"ve had this
conversation off and on for a number of
months and also years i1n reference to
I1"ve always felt that the Office of
Economic Opportunity, going back to MBEC,
was understaffed. Now based on this
legislation, from what 1*m hearing, we"ll
actually have reporting data showing
these are the number of oversight
committees, these are the number -- this
IS our staff and this is how many we"re
actually able to do, which can then help
provide justification as we come around
during our annual spring activity called
budget process a justification why this
department within the City needs
additional resources, because they were
not able to meet the mission and the goal
of what"s 1n this legislation, as well as
the goal that, as Councilwoman Parker
said, many members, almost all the
members of this body, have in reference

to inclusion and employment.
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MS. HARPER: Right. It will
give us quantifiable justification as
opposed to kind of more qualitative.
We"re busy, right? But now we can say,
we had X number of committees. We
Tfielded X number of calls from the
hotline. Here"s what"s happening and I
think, with statistical justification,
can say, This i1s what we need and here"s
why we need it.

COUNCILMAN GREEN: And based on
X number of staff, each staff person, he
or she, generally can do X amount of
committees and we have a gap, and that"s
why we need X amount of additional staff
to meet this threshold?

MS. HARPER: That"s right.

COUNCILMAN GREEN: Will you
have that reporting close to the end of
our budget season or at least some --

MS. HARPER: This will be
really FY18 budget season.

COUNCILMAN GREEN: Right. 1

understand, but i1t"s something that we"ll
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be able to use so we can justify --
although I know as a part of the
executive branch, you may not have the
same ability to lobby for additional
money. On the legislative branch side
with that data, we can make the
appropriate request to the
Administration.

MS. HARPER: 1 appreciate that.
Thank you.

COUNCILMAN GREEN: Thank you.

COUNCILMAN JONES: Thank you,
Councilman.

Are there any other questions
for this panel?

(No response.)

COUNCILMAN JONES: Seeing none,
we will now briefly recess our public
hearing to go into our public meeting to
consider actions to be taken on Bill No.
161106.

The Chair now recognizes
Councilwoman Parker for a motion on the

amendment to Bill No. 161106.
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COUNCILWOMAN PARKER: Thank
you, Mr. Chairman. 1 offer an amendment
to Bill No. 161106. A copy of the
amendment has been circulated to all
members of the Committee. 1 move that
the amendment to Bill No. 161106 be
approved.

(Duly seconded.)

COUNCILMAN JONES: It has been
moved and properly seconded that the

amendment to Bill No. 161106 will be

approved.

All those in favor will say
aye.

(Aye.)

COUNCILMAN JONES: All those
opposed?

(No response.)

COUNCILMAN JONES: Seeing none,
the ayes have 1t and the motion carries,
and the amendment to Bill No. 161106 has
been approved.

The Chair recognizes

Councilwoman Parker for the motion on
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Bill No. 161106, as amended.

COUNCILWOMAN PARKER: Thank
you, Mr. Chairman. 1 move that Bill No.
161106, as amended, be reported from this
Committee with a favorable recommendation
and further move that the rules of
Council be suspended to permit first
reading of this bill at the next session
of Council.

(Duly seconded.)

COUNCILMAN JONES: It has been
moved and properly seconded that Bill No.
161106, as amended, be reported from this
Committee with a favorable recommendation
and further moved that the rules of
Council be suspended to permit first
reading of this bill at our next session
of Council.

All those In favor for this
motion will say aye.

(Aye.)

COUNCILMAN JONES: All those
opposed?

(No response.)
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COUNCILMAN JONES: The ayes
have 1t.

This concludes our public
meeting and we will now go back to our
public hearing.

The Clerk will now read the
title of the next resolution to be
considered today.

THE CLERK: Resolution No.
170298, a resolution authorizing the
Committee on Commerce & Economic
Development to hold hearings regarding
Philadelphia®s Maker Meetup.

COUNCILMAN JONES: Thank you,
Ms. Williams.

The author of the resolution,
Councilman Green, would you like to offer
some remarks?

COUNCILMAN GREEN: Thank you,
Chairman Jones.

1"d like to just begin this
portion of our Commerce and Economic
Development Committee hearing to just

give some perspective on this topic.
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About a year, maybe a year and
a half ago, Frank lannuzzi from my office
suggested | go out to the Science Center
to go to a Maker Meetup. Now, 1 wasn"t
quite sure what a Maker Meetup is, but
I*m somewhat of an adventurous type of
individual. So I went to the Science
Center. They had pizza, beer. 1 had a
chance to meet Marvin Weinberger, who is
kind of the leader of this Makers Meetup
here 1n Philadelphia, and was really
blown away by the nature of
entrepreneurial activity and spirit iIn
the room and seeing a lot of different
entrepreneurs from diverse ethnic
background and a lot of perspectives who
were 1n the City of Philadelphia who were
part of this culture and community that
were creating things here in the City of
Philadelphia. It was a really
interesting, enlightening experience.
Since that time 1"ve had a
chance to attend various Philadelphia

Maker Meetups at the Science Center and
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really learned how this community 1is
really evolving throughout the City.

From that point, 1 also had a
chance to visit NextFab, started by Evan
Malone. And just, coincidently, today in
the Inquirer, which I believe | gave
everyone on the Committee a copy of an
article about NextFab, and they do
phenomenal work as well, and Evan works
with Marvin on co-hosting and emceeing
the Makers Meetup on a monthly base.

So this i1s another example of
some of the work that"s happening here in
the City of Philadelphia. And just
earlier before 1 came into the Committee
meeting, we had a luncheon where we
talked about the opportunity of trying to
create a Maker Faire here in the City of
Philadelphia, and we are delighted to
have with us today Dale Dougherty, who
will testify iIn this Committee. Later
today at 5:30 he will be at the Franklin
Institute where we will actually have a

Makers Meetup at the Franklin Institute.
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He will be a speaker, along with Derrick
Pitts, and we"ll have an opportunity to
see some of the great makers in the City
of Philadelphia doing their work.

So 1t"s been a great
opportunity to learn about this maker
community and all the work that they do.
And really for me it"s a reflection on
the City of Philadelphia. And when
people ask, what 1s a maker, to me It"s
kind of a combination of people that do
manufacturing meeting technology kind of
coming together. And the City of
Philadelphia really has a strong
manufacturing and 1 will say maker
background and history. When 1 started
my career as a small business lender at
Meridian Bank at Broad and Glenwood, that
part of North Philadelphia many years ago
was considered Garment Square because of
Botany 500 and some of the other
manufacturers that were in that part of
North Philadelphia.

Right around World War 11,
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Philadelphia was known as the "“‘workshop
to the world" because of all the
manufacturing that occurred in the City
of Philadelphia, and we were at that time
the third largest city in the nation.

So we"re actually kind of
reclaiming our roots through this work of
a maker community and all the work that"s
happening and the ecosystem that"s
happening all around the City of
Philadelphia.

So my goal with this hearing
was trying to provide an opportunity to
have this conversation here in City Hall
and allow some of the people who have
been really invested In the genesis of
this maker community have a chance to
testify and provide some information to
this Committee on Commerce and Economic
Development, and then later this
afternoon at 5:30 at the Franklin
Institute, we"ll have a chance to hear
some additional information from

Mr. Dougherty and see presentations by
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various makers and also have our
world-renowned Derrick Pitts provide some
commentary as well.

So thank you.

COUNCILMAN JONES: Thank you,
Councilman Green, for bringing this to
our body"s attention and to the City of
Philadelphia in general. We kind of lose
track with the fact that people who make
things add value to our world. People
who Invent things solve problems with
those things they invent, change our
lives.

So I"m glad to hear that making
i1s alive and well in the City of
Philadelphia, and thank you again for
bringing this to our attention.

Ms. Williams, can you read the
first panel to offer testimony today.

THE CLERK: Marvin Weinberger,
Dale Dougherty, and Evan Malone.

COUNCILMAN JONES: Will you
please come up to the witness table.

(Witnesses approached witness
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table.)

COUNCILMAN JONES: Welcome.
Have a seat. Pull the mics close to you,
and before you begin your testimony,
state your name for the record so that we
have 1t memorialized. Welcome.

MR. WEINBERGER: Thank you so
much for this opportunity to testify.
Over the past two years, the non-profit
and volunteer-run and now
900-member-strong Philly Makers Meetup
has organized events which have attracted
thousands of attendees. We feature
dozens of amazing Philadelphia
innovators, celebrating makers ranging
from struggling entrepreneurs to more
well-funded but still early-stage
enterprises, from artisanal craft-makers,
including food and clothing, to
leading-edge nanotechnology. And most
recently we"ve been honored to feature
the winner of the $10 million Tricorder
XPRIZE. You"ll be hearing from those

makers a little bit later on today.
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COUNCILMAN JONES: Excuse me.
Can you state your name again.

MR. WEINBERGER: Marvin
Weinberger.

COUNCILMAN JONES: Got it.

MR. WEINBERGER: Thank you.

Along the way we"ve made a
special effort to include amazing
entrepreneurs who just happened to also
be minorities and women as well as
immigrants and, not least, veterans. All
of our events are offered free of charge,
thanks to the generous support of
sponsors like NextFab, Arrow Electronics,
DVIRC, and other wonderful groups within
our -- Ben Franklin Technology Partners
and others In our community. A partial
list of organizations participating in
our Makers Meetup and the hundreds of
groups that we featured i1s attached to my
testimony.

We"re most pleased to present
tonight"s public presentation by Dale
Dougherty, who is the founder of the
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modern-day maker movement. This coming
weekend Dale will be welcoming an
estimated 100,000 guests to the New York
City Maker Faire. My understanding 1is
that more than two million people have
participated in maker events. In fact, 1
think over one and a half million people
this year alone will be attending Dale®s
programs. And we"ve now formed a
committee to explore the possibility of
bringing a Maker Faire here to
Philadelphia.

1"d like to request that the
City consider helping to fund the Makers
Meetup and the Maker Faire. Towards that
end specifically, as a first step to
successftully catalyzing change and
opportunities, we"d like to map what we
are referring to as the local maker
ecosystem. The goal i1s to create a free,
interactive, and geo-coded database that
will 1dentify and link every maker as
well as the supporting organizations

within our community. But most
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importantly, we will seek out local
established manufacturers that have
excess production capacity and the hunger
to collaborate with aspiring maker
entrepreneurs.

The importance of energizing
local manufacturers is borne out by a
personal case study.

As some of you may know, two
years ago | ran a successful Kickstarter
campaign for a multi-tool called the Lil
Trucker. Over a million people saw my
video, which featured a young
Philadelphia person, young woman,
escaping from zombies using my tool to
successftully overcome. The product was
developed with design input from
Philadelphia University students and,
like most of my Inventions, was
prototyped at NextFab, which is far and
away the most important maker resource iIn
Philadelphia.

Subsequently 1 realized in

order to make the product affordable in
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the United States, which was a passion of
mine, and to scale up In order to attract
large orders from large retailers, |
needed a major partner. | networked with
everyone | knew i1n Philadelphia and
finally found that partner, unfortunately
not 1n Philadelphia, 1n a company called
NIFTY Home Products, a large and
successftul manufacturer of current coffee
accessories. They were looking to branch
into something completely new while
leveraging their cash and their
production skills. We entered Into a
licensing agreement, and they®ve now
invested actually more than $750,000 into
my Lil Trucker, and 1"m now building out
an entire line of search and rescue
products for them.

Good news for my real company,
but not so much for Philadelphia, because
NIFTY @s based in Minneapolis and that
three-quarters of a million dollars is
being spent there. 1"m sure that there

must have been a company somewhere in
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Philadelphia with similar skills and a
hunger to branch out, but 1 couldn®t find
such a local partner. That"s why we need
an effective map of the ecosystem and a
process to build connections between
maker entrepreneurs like myself and these
manufacturers, as well as to network
other participants.

I know that NextFab, by the
way, is committed to being a bridge
between makers with prototypes and also
full-scale manufacturers in the region,
and you"ll hear more about their success
with that and what"s to be done.

1"d like to conclude with a
significant challenge and an opportunity
that would complement the excellent work
already begun by NextFab In partnership
with Ben Franklin Technology Center and
PIDC and others. Four of the amazing
companies which presented this past year
had something very important in common.
They were started here in Philadelphia,

all senior design projects at UPenn. 1
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hope you®"ll ask me more about the
significance of working with senior
design students, but the thing which was
most importantly uncommon is that after
they started their projects here in
Philadelphia, they relocated to the HAX
Hardware Accelerator In Shenzen, China.
They moved there i1n order to fast forward
the development and integration of the
electronic componentry within their
products. The HAX Accelerator is the
largest of i1ts kind in the world, one of
seven specialized accelerators owned by
the i1nternational venture fund SOSV.
SOSV had backed more than 600 companies,
including more women-based startups than
any similar fund in the world.

The founder and managing
partner of SOSV is Sean O"Sullivan. We
were honored to have Sean present to a
sold-out Maker Meetup back in April.

In anticipation of this
hearing, | asked Sean, I Inquired, What

would 1t take to attract one of his
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world-class accelerators to Philadelphia.
He advised first off that they"re really
busy and 1t was unlikely that they-"d
create a new accelerator anywhere for the
next year to two unless the circumstances
were extraordinary. He also pointed out
that more than a dozen major cities and
even some countries have approached SOSV
about being the home for a new
accelerator.

Nonetheless, 1 persisted. |
said, What would it take to bring an SOSV
accelerator here to Philadelphia?

He said, There are two primary
requirements. First, the proposed
accelerator would have to offer a
compelling best-in-the-world
specialization, unique expertise and
support around a technology or subject
matter that would attract entrepreneurs
to flock to Philadelphia. 1 can think of
a few specialties i1n which Philadelphia
might achieve world-class status such as

nanotechnology.
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In addition, he said the city
partner would have to come up with or
help them define at least $25 million in
funding, both to support the top people
and facilities required for the
accelerator, but also to provide seed
capital for the companies which we would
hope to attract and keep In Philadelphia.
I told him that we"d be 1n touch.

Thank you very much for the
honor to present to you this afternoon.

COUNCILMAN JONES: Thank you.

Do we want to allow everyone to
testify and then we"ll go back, but this
iIs ——- | just want to just show you,
Councilman Green, 1t says, "‘Don"t go
guerilla. You want to work with your
city officials, not against them, as much
as possible. If you must go rogue, do so
by declaring that your effort iIs just a
prototype to reduce initial resistance."

This 1s good stuff. This is
good stuff. It doesn"t have a page, but

here you go. | mean, that"s what 1
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flipped to.

MR. WEINBERGER: He not only is
a world expert, he wrote the book.

COUNCILMAN GREEN: You were
drawn to that section.

COUNCILMAN JONES: 1 was drawn
to that section.

MR. DOUGHERTY: 1"m Dale
Dougherty. 1 am publisher of MAKE
Magazine and founder of Maker Faire. 1
am here from the San Francisco area
visiting on my way to New York for a
Maker Faire up there. | am the co-author
of that book. 1 don"t know 1f 1 wrote
that sentence, but we also say don"t ask
for permission, ask for forgiveness.

COUNCILMAN JONES: We live by
that.

MR. DOUGHERTY: 1 wrote
something and submitted i1t today. |1
won"t read that to you. 1[1"1l just say,
In essence, this i1dea that | started with
my magazine about a dozen years ago IS

something that"s very human. All of us
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are creators and makers and builders, but
sometimes 1t gets lost In our consumer
culture and even iIn our tech economy.

And I believe this 1s something that
everybody can do, just as we have sports
and we have music, but we don"t have
often the facilities and the coaching and
the training available for people to
develop this as a practice. And so what
I kind of see i1s making as a way to learn
to become an innovator by trying to
create things and trying it out. The
younger, the better.

So I created Maker Faire as a
family event. 1 just began to meet
makers, and | thought if other people can
meet them like 1 do and talk to them, 1t
would Enspire them to become makers.

And, honestly, any city 1 visit -- and
this summer I1"ve been i1n Barcelona,
Beijing, Shenzen, Xi"an in China, three
cities 1n China, Tokyo, Singapore, and
Moscow, all with Maker Faires, and even

Riyadh, Saudi Arabia.
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I think everybody i1s sort of
waking up that this is the kind of future
we want for kids, to be creative and
innovative, and some places are better at
realizing that. And when I visit here,
just a meeting we had moments ago, we see
a lot of community partners, a lot of
efforts here to connect manufacturing,
connect -- sort of learn and connect what
Evan 1s doing up Into something that"s
much larger. And 1 think the reason for
writing that book is to encourage city
officials to just recognize that this is
Iin your community already, even though
you might say, Well, there®s a maker
movement. Well, 1t"s probably pretty
small, but i1t"s here. And you have
people just meeting some of the startups,
talking to -- meeting what Marvin is
doing. You have some amazing things to
build on.

I*"m particularly interested in
how making provides really a foundation

for hands-on learning and bringing that
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back into our schools, because that"s how
In the past engineers and scientists
really learned to do things, was to
experiment and build and try things, and
that"s been moving the margin, sometimes
out 1In the community, but It"s more
informal learning than formal learning.
And I think it"s just -- I"ve seen —- 1
wouldn®t have expected this -- almost a
grassroots movement of teachers bringing
this into schools, because 1t works for
kids. It engages them, and kids want to
do this.

So Maker Faire is really a
means for me to try to reach as many
people as possible, to get as many people
to participate. And 1 think for us iIn
many ways -- | just wrote something
called Why the World Needs Maker Faires
today. |1 think a lot of us feel somewhat
distance from our ability to control
things, the ability to really have
positive impact in government and 1 think

It"s particular in the national level.
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But 1 think people still feel positive
they can do things at a local level.
They can find people iIn their community
to help do things together, and that"s
really the spirit of Maker Faire, the
spirit of the maker movement, Is more
collaborative and cooperative means of
creating an economy, creating a society
that"s more equitable, that more people
have an opportunity to make a difference.
So 1 really appreciate the
opportunity here to speak to you, and 1
think -- just one last comment on the
book. There®s no city out there that is
the maker city. We were just kind of
seeing this as an emergent thing. And if
you look i1n cities, you"ll see different
cities taking different approaches,
trying different things, having different
policies, and i1t"s really almost how do
you entertain experiments to try things
to see what you can do, but as you
mentioned, It Is In ways a way of going

back to your roots, but it"s also
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building the roots for the future, and I
think connecting those two things iIs a
very powerful thing to do.

Thank you.

COUNCILMAN JONES: Thank you.

State your name.

DR. MALONE: Dr. Evan Malone.

COUNCILMAN JONES: Good
afternoon.

DR. MALONE: I"m founder and --
good afternoon, Councillors. Thank you
very much for hearing us out today.

I*m founder and President of
NextFab. So we"re a maker space, and
this term "maker"™ i1s thrown around a lot.
We"re also a hardware startup incubator
and accelerator. So i1t"s a mouthful to
say, and it"s kind of a collection of
things that 1 felt were really needed
when 1 graduated from graduate school and
settled down 1n Philadelphia and started
to learn a little bit about what was
going on here.

Councilman Green really 1 think
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set me up pretty well, because a lot of
what 1°ve done has really been inspired
by the history of Philadelphia. And I
think as Dale and Marvin have both said,
there®s an opportunity here to learn from
the past, but also 1 think set us up for
success i1n the future i1f we take a close
look at the opportunities we have in the
maker community and some of the sort of
growing movement that"s taking place
here.

So one thing I would like to
point out is that 1°ve been in
Philadelphia for almost 30 years now.
It"s sort of scary to think about how
long 1t"s been. But Philadelphia 1 felt
like when 1 was starting out was much
more of a place where people were
competing with each other all the time,
and a lot of great ideas would end up
being squashed by competition as opposed
to collaboration. 1 feel like we may be
rounding the corner into starting to find

ways to collaborate and support each
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other i1n industry and between
universities and collaborate for the
betterment of everybody here and kind of
so that Philadelphia can compete against
other cities across the world.

I"m going to return back to my
script a little bit. There®"s a few
points 1 did want to hit.

As Councilman Green pointed
out, Philadelphia was known as the
"workshop of the world.” 1t really was a
popular term in the early part of the
20th century, but really from 1800
through 1950 it had one of the largest
manufacturing economies in the world.

Four key elements -- and some
of this 1s derived from some academic
work. Four key elements were really
essential to that robust industrial
economy. One, the diversity of products.
So this 1s not like a homogeneous place
where we manufactured one thing. There
were a mass variety of things being made

here.
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There were a diversity of work
settings. So from small cottage
industries, what we might call makers or
small-batch manufacturers today through
to larger-scale enterprises.

There were specializations. So
It was a community of specialists that
were connected to each other. So
networking, contracts, relationships,
that made the entire community work as
sort of a more powerful capacity than it
could have been 1f 1t were dominated by a
few small players.

And 1t had a highly skilled
workforce. So it provided those small
and medium-sized firms with the
capabilities and iInventiveness to keep
them at the forefront.

So at one point, about 45
percent of the population worked iIn
manufacturing in Philadelphia. That"s
pretty impressive. It"s been obviously
declining over time.

Really when 1 started my
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presence in Philadelphia in the "90s and
2000s, we had been off-shore outsourcing
manufacturing, not just Philadelphia but
of course the United States, to places
like China, India, Mexico, and other
countries, and i1t was really chasing
lower costs. And those countries could
provide that lower cost because, well,
they had lower costs of labor and they
often cut corners iIn terms of what we
would consider safe practices and caring
for their ecology and so on.

But now because they®ve learned
how to make essentially everything in the
world, countries like China have a big
advantage. They"ve learned the secrets
of how things are made. They studied
what we do. And they"re not only the
cheapest, but they®re working on becoming
the best in the world as well. So this
Is sort of an intimidating thing for
somebody who i1s a champion of
manufacturing, as 1 like to think of

myself.
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China recently launched an
ambitious plan to become the most
automated manufacturing economy. So i1t"s
not just low cost of labor. They"re
talking about using automation and the
latest automation and artificial
intelligence to drive their
manufacturing.

Chinese companies are buying
the world®"s leading industrial robotics
companies. It"s been in the news
recently. 1 think if this initiative is
successftul, i1t seems likely to reduce
their costs further, iIncrease the quality
of their products further, and i1t"s also
probably going to create a massive
workforce displacement in China. 1 don"t
know what they"re going to do with all
the factory workers that the automation
will displace, but 1t"s something we
certainly ought to pay attention to.
Maybe they have a creative solution or
maybe they®"re just going to sort of push

them aside.
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Regardless, for commodity
manufacturing -- that"s very high volumes
of products -- it seems very difficult to
contemplate competing head to head
against a country like China at this
point.

So after the economic crisis in
2008, 1 was motivated to create NextFab,
with the conviction that we need to have
manufacturing as a part of our economy,
something to sort of shoulder the load
when other sectors are not performing
well.

But to be viable here against
that global competition, places like
China, 1 think we need to rethink a
little bit how we pursue manufacturing.
It needs to be broader. It needs to
encompass the spectrum from maker or
cottage industry, small-batch
manufacturer, all the way through the
medium- to large-scale manufacturing that
we traditionally think of.

I think we can compete, but we
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need to focus on leveraging creativity
and empathy, focusing on creating
innovative new products for medium-sized
markets, not the largest markets in the
world. The largest markets of the world
are going to be difficult to compete for
given the manufacturing cost drivers for
those.

We can help companies form and
grow around those i1nnovative products and
we can develop and produce those products
in a tight-knit community of flexible
specialized smaller manufacturers. So |
think that"s what we ought to aspire to
achieve here, and then that could put
Philadelphia In a competitive position
globally.

There®s a lot of things they
do, and I wouldn®"t pretend to tell you
about what sort of policy would work, but
some i1deas come to mind. One i1s to learn
from the best. | mean, traditionally my
ego gets In the way sometimes. 1 don"t

want to learn from people that are
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obviously better at it than 1 am. |
don®"t want to -- 1 think 1 can reinvent
It and catch up. But really part of the
reason some of these other countries
perform so well is because they did study
what worked. They studied what we were
doing a lot of times and leapfrogged. So
we could make an effort to go to
ecosystems like New York City or Shenzen
or Silicon Valley and look at the
investment methods they use or look at
the way they link together factories, the
way they streamline processes to help
companies launch and grow products very
efficiently.

As a city, we can reinforce and
promote our i1dentity around home-grown
successes, the great companies that have
started, stayed, and grown here, the
artisan and artist communities, the great
partnerships that are starting to form
between organizations around these
visions. And we can certainly do a

better job of talking to each other on a
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regular basis, and here 1 want to call
out Marvin, who has done an excellent job
at being kind of a rallying point for the
community, pulling together people who in
the past 1 think thought and maybe even
knew they should be talking to each other
more, but just didn"t cross paths.
Marvin brings enough excitement to the
opportunity to draw us all there, and
free pizza and beer too. And that"s an
opportunity for us to kind of convene
those representatives of manufacturing,
making, startups, accelerators,
investors, educators, and City government
to keep our focus on those opportunities
to continue to grow and strengthen
Philadelphia®s startup
manufacturing-making ecosystem.

Thank you all very much.

COUNCILMAN JONES: Well, thank
you. And I just want to thank the author
of this resolution for bringing this to
this Chamber. 1 think it"s a worthwhile

connection to City government, and once |1
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read that paragraph, 1 said, Well, they
feel the same way too.

I had an opportunity to manage
the Ben Franklin venture capital fund out
of the University Science Center in
another life. So these beta companies
trying to go to market, we helped give a
little bit of working capital to. That
led me to China, Incheon -- I mean,
that"s Korea, but Shanghai, Guangzhou,
some of the smaller cities. And I say
smaller cities as in 5 million or more
compared to our 1.5. But what 1 noticed
was, they"re set up to manufacture. They
have manufacturers row. So an entire
city would be dedicated to buttons, every
different type of button you could
imagine, and the workforce were button
specialists, and they were set up to be
able to compete globally because of that.
You can®"t find a button we can"t make
kind of arrangement.

And so Philadelphia has a long
history of making things. The Baldwin
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Locomotive was made here. Ben Franklin
did the printing press. He was your
founder of makers, iIn a sense. And so we
should be stimulating that kind of
environment where we can make things
again. And so I"m excited about this.

I guess 111 go with you,
Councilman.

COUNCILMAN GREEN: Yeah. 1711
be somewhat brief because 1 know my
colleagues have questions.

Real quick, Dale, when we were
in the lunch, you made this interesting
connection between technology and
education, and you talked a little bit
about 1t In your testimony and you made
reference to someone may not need to have
the same education level that Evan has
with a Ph.D. but through technology can
make stuff, and 1 think that provides
great opportunities for education
providing jobs, entrepreneurial
opportunities, and careers for people iIn

our local communities in the City of
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Philadelphia and throughout the
neighborhoods. So 1f you could touch on
that.

And then a follow-up, 1f anyone
on the panel can give a little
perspective, for someone who has never
been to a Maker Meetup or Maker Faire,
what will they see when they get there,
to kind of give a flavor of that too.

MR. DOUGHERTY: 1 was making
the point that a lot of us talk about
today that we"re worried about how
automation iIs going to take away jobs and
remove jobs that people do today, but
that same technology 1 think will make
some work easier for more people to do,
that more people can do work that only a
few people do today. So things that
require sometimes a Ph.D. experience,
some of the intelligence could be
embedded 1n technology so someone could
do that on a computer or do that on a
machine that they couldn®"t do that

before.
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We"ve kind of -- often we call
this democratization of technology, more
people get access to its benefits. And 1
think that®"s what®s behind this maker
movement. Unfortunately a lot of Kkids
don"t get access to this technology, and
that"s kind of the importance of maker
spaces, 1s give them access to the tools
and materials and some of the expertise
so that they begin to be able to do this
and learn. 1t"s almost sort of
redefining vocational education a bit, of
not just the machine shop that used to be
there, but something that"s more
practical and focused on modern work but
IS more creative, more reflective of the
kind of work that they might be doing iIn
the future.

You asked about a Maker Faire.
It"s a family-oriented event. It"s
usually -- the one iIn New York is at the
New York Hall of Science and it"s where
the World®s Fair was in 1964, and In many

ways, this i1s like a people®s world fair.
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Instead of companies building the
exhibits, we have i1ndividuals and small
groups of makers who are doing 3D
printing and robots and drones and all
kinds of creative, fun things. There"s
art, there"s craft, engineering, science,
and 1t sort of all comes together. We
think that i1t"s just a place to share
your projects and talk about them and
meet other people, and sometimes you find
people say, Could 1 buy that. And they
go, I never thought of selling 1t. They
only made 1t for themselves. So there®s
a kind of accidental entrepreneur comes
out of a Maker Faire sometimes. But
something that just brings the community
together and connects a lot of different
folks, because this i1s sort of a
grassroots or bottom-up kind of effort.
But 1 mainly think Maker Faire i1s fun.
It"s meant to be something you enjoy and
talking to people and being around really
creative, interesting, technical people.

And a Maker Meetup 1s?
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DR. MALONE: Actually, 1 just
wanted to add one thing to what Dale
mentioned. Earlier Dale described it for
an analogy like a state fair, except
instead of -- well, instead of
exclusively agricultural products, it"s
more often more technology products,
artwork, sculpture, but still open to I
think food and all sorts of other
creative iIndustry.

MR. WEINBERGER: 1°d like to
think that the Maker Meetup i1s also fun
and surprising. Our typical event begins
with a showcase of 10 or 15 or 20 amazing
local entrepreneurs, ranging from -- one
session we had young women who had --
minorities who had built fashion that
they were now successfully selling on
QVC, to people with absolute leading-edge
technologies like, again, our guest
you"ll be hearing from who just won this
international competition for having
built 250 years ahead of the date a

real-world tricorder that"s going to
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change world health. And you"ll be
hearing about them a little later on, but
we --

COUNCILMAN JONES: Hold on.
I*m sorry to interrupt you. Did you say
a tricorder?

MR. WEINBERGER: Oh, yes. Oh,

yes.
COUNCILMAN JONES: From Star
Trek?
MR. WEINBERGER: You"re going
to be -- our last featured presenters was

a team from Philadelphia. 1 won"t steal
too much of their thunder, but they
competed against 350 organizations to
build a real-world tricorder, something
they could diagnose dozens of diseases,
weighed less than five pounds, and be
useable i1n the hands of a consumer. They
won a $10 million competition, and you"ll
be hearing about their success in a
little bit, and tonight you"ll actually
be able to see their technology

demonstrated live. It i1s absolutely as
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astonishing as you could possibly
imagine, and 1t was done here in
Philadelphia. And by the way, they tell
me that while all the work up to now has
been done literally on their kitchen
table out of their homes iIn the suburbs,
they are thinking about moving to
Philadelphia for the actual headquarters
now that they®ve raised all this money
and are hoping to build a huge business
around their technology. But 171l let
them explain more about what they"ve
accomplished.

But we invite people free of
charge, thanks to our generous sponsors
like NextFab and Arrow. We provide beer
iIT you"re above the legal age, sodas i1f
you"re not, lots and lots of free pizza
and snacks. Then we typically have three
or four different companies come and
present case studies, the history of how
they®"ve made their products, invented
their products here in Philadelphia, the

challenges, the opportunities, and
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usually those presentations are moderated
by a leading member of the community like
Dr. Malone or leading venture capitalists
or others 1In our community.

I hope that you®"ll come to some
of our next events. In October we"re
actually featuring the cohort of
companies just selected into NextFab“®s
new accelerator program, which they call
Rapid. And in December 5th, we just
announced that we are having a joint
program with NASA, what they®ve called
their Innovative Advanced Concepts
Program. They fund absolute leading-edge
space travel technology. It"s a program
we"re calling Not Science Fiction. NASA
iIs funding some of their top real
researchers to come to Philadelphia and
regale us with the absolute leading edge
of —-

COUNCILMAN JONES: Now I™m
tingling.

MR. WEINBERGER: 1 hope you"ll

come. | hope you"ll come. It"s going to
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be a lot of fun. We take a very eclectic
view.

Tonight In addition to having
the tricorder innovators, we"re having
the company that invented an
Internet-connected kitten toy so that you
can play with your kitten remotely
through the Internet. So you®re going to
have kitten play and you®re going to have
tricorder and you"re going to have lots
and lots of iInnovations iIn between,
including a couple of teams from
Jefferson University. 1 hope you"ll come
and be regaled.

COUNCILMAN JONES: Speaking of
Jefferson, they just merged with
Philadelphia University, and they had an
interesting format and they called i1t
Science Meets Technology, and all of the
grad students and makers, I guess -- 1
guess they would qualify as makers --
were connecting with people trying to
solve health problems with an iInvention

and/or technology. And so literally we
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walked through the auditorium and there
was a bike that was put up, a stationary
bike, and they were able to, through a
range of motion and monitoring, tell what
was wrong with your balance, your hips,
your knees, and other things, and it was
just incredible to me.

MR. WEINBERGER: Two of those
are presenting tonight, a team of
Philadelphia University and Jefferson
students. Doctoral medical students and
Philadelphia University engineers spent
the summer coming up with new
innovations, and they"re going to be
showing them for the first time this
evening, the first joint mash-up between
the two schools. They"ll be
demonstrating at tonight®"s showcase.

COUNCILMAN JONES: So my
question becomes, what is your
relationship with universities and how
does that work, and also venture capital?

MR. WEINBERGER: Well, 1T 1

could just mention about the universities
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for a moment. One of the many things
I1"ve noticed over the last few months of
the Makers Meetup i1s that there®s a very
interesting correlation between students
who participate in what they call senior
design projects and successful
entrepreneurs. Now, the fact that many
of them then go to Shenzen or elsewhere,
that"s a separate challenge, but working
with my colleagues at NextFab, we®ve
approached many of the major universities
in Philadelphia. So far Jefferson,
Drexel, and Penn have all signed up. We
hope to develop a mentoring program for
their senior design teams so that these
1deas can become real businesses. And
prospectively In April we hope to have
the fTirst citywide bake-off where the top
senior design innovators from each of the
universities will come together with
judges from the major venture funds and
will hopefully award cash prizes,
opportunities to work at NextFab and

other ways, help to encourage the student
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teams to grow these technologies into
businesses and to keep them here iIn
Philadelphia. So you asked a very timely
question.

COUNCILMAN JONES: 1°m going to
recognize Councilwoman Parker.

COUNCILWOMAN PARKER: Thank
you, Mr. Chairman.

Councilman Jones opened up the
book to his page and, Councilman Jones,
when 1 opened, I got to Page 139 where
Alil Khalifa i1s about to change the game
using 3D printers, where she will be able
to customize shoes at the point of sale.
IT she does 1t, you tell her I will drop
everything in my life and work to do
this, because 1t will be great for women.
So 1 just wanted to note that for the
record. Thank you all for being here.

Dale, 1 wanted to just go to
your testimony. When you opened up, you
gave us a global snapshot of what the
maker movement is like and how i1t iIs sort

of catching on across the world. Tell
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us, 1T you will -- and we"re going to
hear from 1 know Jonathan Todd, our
Talent Development in the Commerce
Department. You give us a snapshot.

What are local governments or other
government entities just across the world
that you"re thinking about, what are like
the top three things that governments are
doing to instead of just having a
hearing, we"re hearing about the
industry? What are they doing to say, we
support you, we have some skin In the
game?

MR. DOUGHERTY: Well, 1 think
one of the big things i1s maker spaces and
asking where they are in the community.
You should map that out and look at do
you have parts of this community that
don®"t have that, because some places have
the resources to organize around this and
they" 1l have i1t. Suburban schools wind
up having this, and we will not see the
same 1In an urban school, right? So we

need to create that better opportunity by
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providing equal access to these tools and
facilities. They"re not that expensive.

The important thing actually is
not the tools. 1It"s not really the
space. It"s the people who come together
and engage the kids, whether i1t"s
teachers or be from outside. You can do
this with cardboard and scissors and
tape. But if you"re encouraging kids to
be creative, that"s an experience that
they“"re not having today. And it isn"t
just one thing. It has to be -- like 1f
you want to say football or something,
where can they do this in their
community, why can"t i1t be everywhere.

So I think some places like
Evan®s are working on developing startups
and things out of that. |1 think In some
ways, keep pushing this down to younger
and younger audiences and make sure
that -- 1*11 be blunt. We need more
African Americans in the maker movement
more than anything and we need more

discovery of the kinds of making that
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already for a long time has been in these
communities.

So 1 think that"s the
biggest -- 1t"s almost an equity issue of
looking around us and saying who has and
who doesn"t have this, because we"re
talking about the technology is being
used to change the world, and 1f 1t"s not
in that community, they"re not going to
be part of that change. So that"s the
biggest thing 1 think governments can do,
IS recognize this, start mapping and say
where i1s this happening and where isn"t,
where are there programs.

IT you"re at Penn or Drexel,
you may have access to this. What 1f
you"re a high school student or Community
College student and you have a great i1dea
for a business? Where do you go, and
would they be -- would they look at you
the same way if you"re not from Wharton
or something like that? And 1 really
think we can unlock a lot of talent and a

lot of potential 1T we figure out what
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doors those people can knock on and how
they have access to these tools and they
can do stuff that five years ago they-"d
have no business trying.

So those are the things. |1
think we don"t have i1t, but when 1 look
at the kind of companies and startups
that are coming from NextFab and other
places, let"s just start keeping track of
this and keep track of the people,
because one hand i1s to develop the -- you
want to develop companies and products,
but you have to really want to develop
those people and keep them in
Philadelphia, because their next product,
their next idea will be valuable here iIn
the community.

COUNCILWOMAN PARKER: So, 1In
essence, government, i1ts chief role could
be connector.

MR. DOUGHERTY: Yeah. Convener
and connector.

COUNCILWOMAN PARKER: Great.

So, Mr. Weinberger, thank you
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for including some comments In your
testimony relative to the importance of
diversity and inclusion, and just thank
you for even acknowledging that there are
some improvements that could be made. We
read the article, Keystone Edge article
from November 9th, 2016 that was written
by Georgia Guthrie, the Executive
Director of Hacktory, and that was one of
the 1ssues that was raised iIn the
article. 1 guess what 1 loved about your
comments 1Is that you embraced it.
Sometimes we find ourselves denying our
challenges, right, because we want things
to be presented In a manner that sort of
all 1s well, but when we talk about what
those challenges are, then we as a team,
the i1ndustry, the innovators, the
creators, government, we say, Well, what
space can we all fill in order to make
improvements in this area. So thank you
very much, and 1 appreciate your being
here today. | learned a great deal.

Thank you, Councilman Green,
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for the resolution.

COUNCILMAN JONES: Councilwoman
Reynolds Brown.

COUNCILWOMAN BROWN: Yes. 1
will sound like a broken record, because
Councilwoman Parker has eloquently
articulated the excitement that 1 have.
I"m an educator by training and recognize
fully the unlimited potential this offers
to young people across sectors.

Let me add to that. |1
appreciate your acknowledgment, because
we don"t hear that often on that side of
the table, your acknowledgment of the
need to ensure that women and people of
color find their way into the maker
movement. And so we have a role iIn
helping to make that happen. My question
to you is, is 1t fair to assume that many
of those who come to you are former
graduates of Drexel and Penn and other
universities iIn that area? Is that a
fair assumption?

DR. MALONE: The ones that
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are —- 1T you"re speaking to NextFab in
particular, the ones that come into the
accelerator program where we"re helping
startups grow their business, they“re
often coming from a background in which
they have some exposure to the idea of
starting a startup company. So they®re
coming from universities by and large,
but not exclusively.

So we have some examples.
There®s one African American gentleman
who 1s 1n our accelerator program, this
cohort who basically just came from an
educational background himself. 1 mean,
he was an i1nstructor or an educator, and
IS now creating an e-sports, they call
It, or a video game enthusiast product
and --

COUNCILWOMAN BROWN: There"s
certainly a niche for that.

DR. MALONE: There absolutely
Is, and 1t"s a kind of community that 1
didn"t have awareness of, but he really

made a very convincing pitch for i1t. So
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great team, and 1 think you®"ll hear more
about them.

And we do absolutely not have
enough minority representation or women
representation in the applicants that we
see, but we"re seeing more. It"s
especially, 1 think, been challenging
because we"re in a hardware world here,
and hardware has traditionally been
manufacturing, and physical stuff has
just been kind of seen as more
intimidating or maybe 1t"s been, | think,
portrayed as more challenging or
intimidating for women or minorities to
participate in, but 1t"s not. And I
think somebody, once they come in to one
of our spaces or any maker space, it
really gets demystified and you realize
It"s just you learn how to do it, you do
it, and then you move on to the next
step. Very accessible.

So I think there®s no barrier
there. And certainly for the general

membership access to the maker space, we
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have a very diverse audience. Again,
i1t"s still a little more white and male
than 1deal and there are things we could
do, and we"d love to have a broader set
of socioeconomic and racial backgrounds
represented as well.

COUNCILWOMAN BROWN: Towards
that end, might you be aware of The
Enterprise Center located at 4543 Market
and/or the Women®s Resource Center right
here at 1315 Walnut Street?

DR. MALONE: Okay.

COUNCILWOMAN BROWN: Potential
partners, 1f you will, to help you
broaden the net or cast the net to those
particular constituencies.

DR. MALONE: Thank you. | was
aware of The Enterprise Center and did
some projects for them in the early days,
NextFab, around some entrepreneurship
programs they were running, but I wasn"t
familiar with the Women®s Resource
Center. Thank you.

Another thought that has
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occurred to us i1s perhaps CDCs or
neighborhood organizations.

COUNCILWOMAN BROWN: Yes, yes,
yes.

DR. MALONE: And I1°d be open to
suggestions on like what®"s the right
approach. Because one of the problems is
that we operate our company. It"s a
for-profit business, and in order to pay
the bills and do what we"re doing, which
IS by no means easy, we do charge fees
for access. So we can offer
scholarships. We can offer subsidized
membership. We"re willing to discount,
so on, but that"s one of the challenges,
and we"d love to bring In a broader
audience. So suggestions are welcome.

COUNCILWOMAN BROWN: Let me
thank the sponsor of this resolution as
well. 1 really appreciate anything new
and different that moves us out of this
paradigm that we are required to work In
on a daily basis. This definitely puts

us 1n another space. So I thank you,
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Councilman Green.

Thank you all.

COUNCILMAN JONES: Councilwoman
Blackwell.

COUNCILWOMAN BLACKWELL: Thank
you. | would like to apologize for being
out of the building when the vote was
taken for the bill and ask that 1 be
recorded as voting aye. Thanks.

COUNCILMAN JONES: So noted.

COUNCILWOMAN BLACKWELL: Thank
you.

COUNCILMAN JONES: Okay. Are
there any other questions for this panel?

Councilman Green.

COUNCILMAN GREEN: 1 just
wanted to take one moment to thank Marvin
for sponsoring the books. As you can
tell, people really enjoyed reading it
quickly, and 1"m sure this will be used.
It won"t just be summer reading, but will
be reading.

So, Dale, thank you for being a

co-writer and, Marvin, thank you for
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sponsoring the books for the panel.

COUNCILMAN JONES: Thank you
all for your testimony.

Ms. Williams, will you please
read the next group to testify.

Thank you again.

THE CLERK: Phil Waller and
Jonathan Todd.

COUNCILMAN JONES: While we"re
waiting for them to come up, It was
interesting that 1™"m starting to think
Philly first and makers. The fTirst
mainframe was made by the University of
Penn --

COUNCILWOMAN BROWN: 1 knew
that.

COUNCILMAN JONES: -- here 1In
Philadelphia, and i1t was actually made in
the Fourth Councilmanic District on Ridge
Avenue.

COUNCILMAN GREEN: And 1 had a
fraternity brother that worked on that
computer as well.

COUNCILMAN JONES: Really?
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Okay .

(Witnesses approached witness
table.)

COUNCILMAN JONES: Welcome.
Please state your name and begin your
testimony.

MR. WALLER: Thank you. Good
afternoon. My name is Phil Waller. 1711
be testifying on behalf of SecondMuse and
our Director of Cities, Katey Metzroth.
She couldn®"t be with us here today due to
a death 1n the family.

Before 1 go 1nto my prepared
remarks, 1 just wanted to mention that
I"m a new Philadelphian myself. 1%ve
been here three and a half years, and I
came here because I saw an i1mmense
opportunity to connect the emergence of
the technology spaces, particularly in
software and media, to vulnerable
communities here in Philadelphia. Now
that I"ve been here and learning about
hardware, that opportunity Is even more

immense, and I don"t think that that can
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go understated. So I just wanted to lead
off with that.

So for the last decade,
SecondMuse has been doing business,
incubators, based on network-centered
innovation. Today 1 want to share with
you our iIncubation approach, our efforts
to support advanced manufacturing In New
York City, and some initial insights from
our current study of hardware
entrepreneurs in Philadelphia.

For clarity, a hardware
entrepreneur i1s typically a maker whose
goal i1s to commercialize a physical
product that either has technology
embedded or that requires advanced
manufacturing technology for its
production.

Our network-centered approach
to i1ncubation began ten years ago on one
premise and, that is, In order to
understand and solve the most complex
problems facing humanity, we need

collaboration. The insights that
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individuals, communities, businesses, and
government each bring to a challenge are
unique, and 1t 1s only through weaving
together these unique iInsights that we
can gain true understanding of the
challenges and, similarly, solving those
challenges can only happen through
coordinated action.

Four years ago, we partnered
with the New York City Economic
Development Corporation to build an
incubator for makers as entrepreneurs.
Our 1ntent was not only to build a
successftul i1ncubator, but also to use
that i1ncubator®s success to catalyze the
entire hardware and advanced
manufacturing sector in New York City.
This localized network-centered approach
gave rise to a model we now call the
Community-Sourced Incubator.

At the start of our work In New
York, SecondMuse incubated two pilot
cohorts of six hardware startups and used

public workshops and pop-ups to champion
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the growth of a nascent sector. Our
five-borough approach seeded
relationships across the city and gave us
the chance to collaborate with hundreds
of stakeholders. Over this past year, we
expanded our pilot cohorts into the
Futureworks Incubator, a program
supporting more than 80 hardware startups
in New York City. We create community by
connecting them to each other and then to
the resources i1n their city, including
local manufacturing, a vast network of
mentors and a vast network of local
prototyping spaces.

NYCEDC"s initial investment in
the local maker community of less than a
half a million dollars now directly
informs policy and has spawned further
investment from the public and private
sectors, equalling tens of millions of
dollars.

Four years ago, this was
unimaginable. Today, New York City iIs a

place where people come to build hardware
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businesses.

Though our work supporting
hardware entrepreneurs has been
concentrated In New York, Katey and I
live here in Philadelphia. And despite
the successes that we"ve seen In New
York, we actually believe that
Philadelphia 1n many ways is better
positioned to grow a vibrant and
resilient advanced manufacturing
ecosystem. In addition to having more
space for production, access to major
ports, and world-class i1nnovation
districts In our backyard, the City"s
legacy as the "workshop of the world"
lends an infrastructural capability and
an ethos of making that i1s unparalleled.

This past summer, emboldened by
these facts, SecondMuse initiated a
need-finding study with support from
Startup PHL to understand the journey of
hardware entrepreneurs in Philadelphia
and how that journey could be made

easier. Thanks to the maker community
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cultivated by Marvin Weinberger®s Maker
Meetup and the programming at NextFab, we
were able to quickly engage over 70 key
stakeholders in this conversation, and
we" 1l be releasing an executive summary
this month of our findings.

So far we have found that, like
New York City four years ago,
Philadelphia®s hardware community 1is
emerging, but disconnected. Programs at
NextFab, Ben Franklin Technology
Partners, and local universities like
Jefferson, Drexel, and Penn make 1t
possible for entrepreneurs to design and
scale their products here. However, we
have found that most entrepreneurs in
Philadelphia are connected to just one of
these programs, i1if any at all, and they
tend to have significant issues raising
capital, finding production space, and
hiring qualified talent.

Additionally, we have found
that as much as they would like to, local

entrepreneurs have a hard time finding
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manufacturers who can produce their
products here in Philadelphia. Through
our work with the Delaware Valley
Industrial Resources Center, we have
found that this region is home to 10,000
small and medium manufacturers, many of
whom want to adopt advanced manufacturing
technology and work with local
entrepreneurs. Again, like we found in
New York, we believe that building a
community-sourced incubator here to
connect these siloed resources and
stakeholders will make i1t easier for
entrepreneurs and manufacturers to
thrive.

The CSI model holds that
entrepreneurs are one of the most
valuable and vulnerable assets iIn a city,
yet they are typically conditioned to
compete with one another for survival.
This pursuit of competitive equilibrium
has spawned profitable enterprises, but
the approach i1s structurally limited.

The beneficiaries of competitive
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equilibrium are not the generality of
entrepreneurs, but a small handful who
have survived the crucible. CSI i1s a
model to establish a form of
collaborative equilibrium.

Hardware i1s hard, and it"s
because there®s so many suppliers,
there®"s so little realtime information,
there®s so many capital costs and a lack
of understanding by investors of what
hardware startups need. Our model
connects manufacturers and entrepreneurs
through buirlding a citywide cluster of
expertise and partnership with all of
these stakeholders.

Over the last decade, we"ve
celebrated more than 200 businesses,
creating half a billion dollars in market
value. We"ve worked in cities all around
the world, and we believe that
Philadelphia has a special opportunity in
advanced manufacturing.

We look forward to building

upon our experience In New York, our
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intimate knowledge of Philadelphia, and
collaborating with everyone in this room
to turn this vision of Philadelphia as a
maker city into a reality.

Thank you.

COUNCILMAN JONES: Thank you.

We"re going to follow suit with
everyone testifying on the panel and then
come back for questions. So if you"ll
pull the mic to you, state your name for
the record and begin your testimony.

MR. TODD: Good afternoon,
Charrman Jones, Councilman Green, and
members of the Committee on Commerce and
Economic Development. My name 1is
Jonathan Todd and I am the Director of
Talent Development for the Department of
Commerce. 1"m happy to be here today to
provide testimony on Resolution No.
170298, introduced by Councilman Green
regarding Philadelphia®s Maker Meetup and
the current state of making iIn
Philadelphia.

Under the Kenney
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Administration, the Commerce Department
has made a steadfast commitment to
workforce development, and an important
aspect of that commitment i1s reflected iIn
the creation of the Talent Development
Unit. Talent Development collaborates
with public and private partners,
academic institutions, employers, and
workforce training agencies to develop
and strengthen pathways to employment for
all Philadelphians. We share the
sponsor®s view that makers and
small-batch manufacturers are a growing
industry i1n Philadelphia and an integral
part of Philadelphia®s growing presence
as a technological manufacturing hub.

For that reason, we have been
reaching out to makers and small-batch
manufacturers not only to better
understand the current state of their
entrepreneurial community, but how the
City can support efforts to further
engage and grow the sector. To that end,

we have already taken some steps.
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In October 2016, the Commerce
Department and the Mayor*®s Office of
Education hosted a Maker Convening during
Manufacturing Week at NextFab"s South
Philadelphia location to discuss
different i1ssues related to their
industry, including community engagement,
higher education, K through 12
initiatives, and policy. Maker asset
maps were also created at this event.

In December 2016, Commerce
Director Harold Epps and Councilman Green
attended Philadelphia®s Maker Meetup to
learn more about the practical challenges
of building and financing a maker
business.

In March 2017, the Commerce
Department seized an opportunity to
further engage the maker community by
hosting the first of four Maker Listening
Sessions throughout the City. There is a
fifth session scheduled for October 2nd,
which 1s the beginning of Manufacturing

Week for this year. The listening
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sessions took place at Globe Dye Works,
American Street, BOK, and the
Philadelphia Fashion Incubator, with a
total of 34 participating businesses.

Several takeaways emerged from
the wealth of information gathered in
those listening sessions, including a
need for sustainable talent pipelines,
lack of awareness regarding available
resources, increased access to working
capital, and fragmented supply chains.
Based on the information gathered, we are
creating strategies to address these
Issues raised.

The mission of the Department
of Commerce i1s to help businesses, large
and small, thrive in Philadelphia and to
do so 1n a way that reflects and includes
our city"s tremendous diversity. We will
continue to work with the maker community
to support their sector"s growth and
prosperity. We are excited to be a part
of Philadelphia®s Maker Meetup, recognize

It as a driving force to provide a
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healthy ecosystem for makers in the City.

We look forward to working with
Council, other City departments, and the
public/private partners to support the
maker community, and we thank Councilman
Green for his leadership and effort in
elevating this topic.

I appreciate the opportunity to
testify before you today and am happy to
answer any questions that you may have.

COUNCILMAN JONES: Thank you so
much for your testimony, both of you.

A couple of quick questions.
Are makers younger millennial types or do
they span the age demographic as well?

MR. WALLER: [In our experience,
they span the age demographic.

COUNCILWOMAN BROWN:  Your
answer?

MR. WALLER: The question was
what is the age demographic basically of
makers, and our experience at SecondMuse
and with the Futureworks Incubator in New

York, we have entrepreneurs from all ages
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and walks of life.

COUNCILMAN JONES: Second
Issue, In funding these startup or
mezzanine businesses, is it difficult to
valuate a company because a large part of
It is the individual intellectual
property and not traditional kind of
brick and mortar financing?

MR. WALLER: 1 think the thing
that makes i1t hard to value a hardware
company iIs because, as | mentioned 1n my
testimony, the supply chain for creating
something 1s vast. |If you have -- 1if
you"re making a device that has 100
different small components in 1t, you
have to think about all the different
places that you®"re getting those
components, where are they being
assembled, and oftentimes it"s hard to
know those things until that device is
being manufactured.

So 1 think that the opaque
nature of prototyping something and

manufacturing it to scale makes i1t hard
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for i1nvestors to know what the potential
costs to iInvesting in that company can
look like.

COUNCILMAN JONES: So are they
investing In you as the maker or the
product or both? So i1n another life, |
ran a venture capital fund. So If youre
the son of Steve Jobs, then I might
invest 1n you because you"re you, not
because the i1Phone i1s the superior, but
your track record spoke for itself. Or I
may not care what the product i1s or about
your intellectual property, but 1f you
have brick and mortar to sustain
collateralizing that loan, 1711 make that
investment.

How does that work iIn your
wor 1d?

MR. WALLER: 1 think that as
with most startups, it"s iImportant to an
investor who the person is or who the
team 1s, what their perceived expertise
or actual expertise is. 1 think that

becomes -- 1 think the actual market
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opportunity of the business or the
product becomes a lot more Important in
hardware manufacturing for hardware
startups because of the issues with cost
and supply chains that I mentioned.

COUNCILMAN JONES: So to walk
in a branch of one of our banks, It"s
difficult for them to put their arms
around a concept like yours because i1t"s
not your brick and mortar, here®s the
collateral, 1t"s 120 percent over loan
value, debt-to-equity ratios are right,
we"re going to go with you. We"re
betting on you and your product working.

So all right. You mentioned
also In your testimony about a workforce.
I had the opportunity almost in a
municipal envy way go up to Lehigh Valley
where they had a technical school where
they"re teaching babies how to tool and
die cut. The pieces they were cutting
were going on a space shuttle. These
kids knew that the measure once --

measure twice, cut once theory was going
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to wind up an end product on the space
shuttle. They were dealing with, what is
that, micro -- not microbiology. Micro
machines. What i1s it called? Help me
out. I"m older.

MR. WALLER: Nanotechnology?

COUNCILMAN JONES:
Nanotechnology, right, and knowing that
the base for a lot of the demand for
nanotechnology i1s here in Philly. The
kids were being taught up there, coming
to jobs here.

So how do we work with the
public school system to create jobs or a
skilled workforce that you"re going to
need in the future? How do we design and
retro-engineer that to the public
education system?

MR. TODD: So working with the
School District and also having a STEM
component to the Talent Development Unit,
we have a variety of different early
exposure opportunities for the next

generation of workforce to not only STEM
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curricullum but also maker spaces and also
the current workforce who are coming to
the schools, that we"re bringing the
students to the job places to help them
learn early on and get exposed to some of
these different career pathways and, in
doing so, empowering them to figure out
what they like and what they don"t like
and what engages them and what they®llI
pass on.

So we"re making a concerted
effort to make sure that all Philadelphia
youth are being exposed to some of these
more unique and alternative career
pathways as early as possible.

COUNCILMAN JONES: Well, I™m
glad to hear that, because up there iIf
you didn"t have a math attainment level
of trade iIn the 8th grade, then there"s
no way you"re going to be ready for this
advanced math for the nanotechnology.

And with that, 1"m going to
turn 1t over to my manufacturing guy,

Councilman Henon.
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MR. WALLER: 1 did want to add
to that. There has to be a willingness
on the behalf of manufacturers, startup
companies, those who are an industry to
take a chance on working with a workforce
that they might perceive as not as
valuable because of traditional
predisposition.

COUNCILMAN JONES: So one other
thing. We went up to Coca-Cola. Maria
Sanchez dared me after the beverage tax
to go up to Coca-Cola and tour there.

One of the unintended consequences was |
met a guy who started out 1n the loading
dock. That"s where he got his
entry-level job there, but by the time a
couple years past, he was the -- 1 don"t
know the job description, but he was the
technical -- he evaluated the pH of the
water and soda water to go into the
product, and they -- so | asked the young
man, How did you get that, and they
trained him individually. They said, We

don"t need you to have a whole bunch
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of -- we"re going to specifically train
you to the spec that we need to operate
these machines and that testing.

Is that something that"s going
to happen with makers? Can we make that
connection with the Philly youths of the
wor 1d?

MR. WALLER: Yeah. 1 think
there®s a short-term opportunity to do
that. And, again, speaking from our
experience In New York and my personal
experiences i1n workforce development, 1In
the previous panel there was some talk
about how quickly technology is changing,
and the skill sets that will be
associated with that technology are also
changing quickly. So it might be worth
considering what are the skill sets such
as critical thinking, problem-solving,
innovation that will remain a constant as
technology proliferates.

So I think training kids on
discrete job skills can open doors for

today, but 1 would ask that we also think
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about how to train kids for the future.

COUNCILMAN JONES: So 1T you
don"t home grow that talent, you have to
export the work to manufacturing
countries that don"t always necessarily
respect our paths.

MR. TODD: Just to piggyback on
the sentiment very quickly. The Talent
Development Unit recently collaborated
with Temple University to host a Shark
Tank style event i1n which middle
schoolers, 6th and 7th graders, presented
projects on fresh water, salt water, and
groundwater filtration systems, a very
humble experience for me as an adult
having a 6th and 7th grader speak very --

COUNCILMAN JONES: Are you
smarter than a --

MR. TODD: Right. Precisely.

But i1t was very impressive and
was very happy -- 1 was very happy to see
that they at this very early age not only
are taking on this very complex industry,

but they also have this entrepreneurial
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spirit within them that at a very early
age, they"re comfortable pitching i1deas
and receiving criticism, utilizing
different resources available to them to
create multi-media presentations on these
very unique business 1deas. So just kind
of scratching the surface of 1t, but
we"re certainly looking to connect with
higher ed as well as Philadelphia youth
to provide these opportunities.

COUNCILMAN JONES: The Chair
recognizes Councilman Henon.

COUNCILMAN HENON: Thank you,
Chair. And I want to thank first not
just the Chair but Councilman Green for
having this hearing and putting in this
resolution, because | think It"s
important. And thank you for your
testimony. Unfortunately I missed 1t,
but I am back and 1 got the gist because
I did read your testimony in advance, and
the panel -- the fTirst panel 1 do want to
make a comment on.

But we are a maker city and we
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are the maker workshop of the world here,
and we"re never going to get away from
that. 1 mean, let"s break i1t down to the
simplest, | guess, analogy -- | won"t
even say analogy, but something that we
can point to.

You have craft beer all over
the place now. People were making beer.
It"s a part of the system. It"s a part
of the maker world in Philadelphia. We
have these big -- we have a little
neighborhood called Brewerytown. So why
Brewerytown? Why was that? Because at
one point I think we had like 58 or 59
breweries here in Philadelphia.

We had a vibrant port. 1 mean,
it"s all connected. Everything is
connected.

You"re talking about testing
the solvency and salt content. Our Water
Department has a bio-digester, and our
City employees are almost chemists and
biologists to keep us having great water.

So we have the people. The
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people 1In the City of Philadelphia are
awesome. They just may not be exposed to
what a bio-digester is, how i1t Is to --
or have the opportunity in addition to
make sure that it has the right solvency
or salt content iIn anything. They may
not know the creative economy or the
creative way of thinking. They may not
have been exposed to STEM. |1 mean, what
we know is that we have a pipeline here.
We have a pipeline education issue that I
think that you guys are really on the
right path, and I want to be extremely
helpful as well as my colleagues here
affording the opportunities. 1 mean, we
just went through a grueling budget
process in the springtime and moving
towards a billion dollar or $600 million
Rebuild process and we were talking about
diversity and training and opportunities
and employment opportunities, but there"s
no better opportunity than what you guys
have, no better opportunities from what

you guys have, and 1In the position that
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you"re in In coming up with a strategy to
train people, train people maybe
differently, expose people.

When you think of
manufacturing, what do you think? 1711
tell you what I think. [I1"11 tell you
what 1 thought. 1"11 tell you what 1
think now, because 1"m an elected
official, we talk a lot. But what I
thought 1s what 1 experienced and my
father being i1n manufacturing, worked for
three manufacturers, ultimately retired
at Merck Sharp and Dohme, but he worked
at the Budd plant up on Roosevelt
Boulevard, employed thousands of people.
Gone. Same thing with Yale and Towne
right after that on the Boulevard. Gone.
And what they do, they make things, and
when you think about people making
things, you think about smoke stacks, you
think about grease and dirt.

We"re making things with
simulation machines. You go to NextFab

and they got this water jet that cuts
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things precisely down to whatever you
program it. So people don"t need to be
trained on how to program it. People
need to be trained on graduation levels
of our high schools. So a company can
train them in their rubber-making plant
or that has tracking devices and
innovative technology or the CNC
machines, so they can operate their CNC
specially-made equipment so they can
produce whatever their product 1is.
That"s what we need.

So I think when the first panel
was talking about the Maker Faires and
the families, 1 didn"t really know too
much about the Maker Faires, but that"s
where 1t"s at. It"s about getting down
to the families or the big people who are
responsible for the children to know that
there 1s a different opportunity for you
1T you can graduate. You can get trained
and you can get trained a different way
of thinking.

They"re doing away with the SAT
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scores In some colleges. Why? Because
people are starting to realize there®s a
different and critical way to look at
things and to solve problems. You have
an i1dea. You take an idea and then you
make 1t, and then you see 1T what you
make can go out to market, and that"s
America. That"s Philadelphia. And
there®s plenty of opportunities to do so.
So all of the collaborative
efforts that you®"re putting here together
today and educating our Kkids at an early
age, and Ben Franklin School of
Technology i1s extremely important, but
that"s -- | mean, 1t"s not enough. |
mean, they®"re only exposing a certain
amount of children, 700 kids and/or
anybody else that comes through your
workshops. We need to send this
through -- 1 think every school should
have that opportunity. They"re creating
maker -- every school or every other
school should have a maker space, and the

school that doesn"t have i1t should have
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the opportunity to go over to that maker
space to understand what i1t means and
what i1t"s like to work with your hands,
what it"s like to think collaboratively
and creatively together to solve problems
and solve iIssues, because 1t"s not just
making a product. It"s not just putting
in the coordinates or whatever for
simulation machines or your 3D machines
or your water cutter. It"s not about
that. 1It"s much greater than that. It"s
about life. It"s about life and how
people see things as they get older and
they become more mature and how they act
as examples.

So we make a whole lot of
things here, and let"s not forget that
that includes software, that includes IT,
that includes movies and theatre and
productions. We make 1t, and
Philadelphia has i1t.

So 1 just want to say thank you
for coming in and keeping us up to date

on what"s going on and what you®re doing
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and giving us the, I guess, the knowledge
to, when we see an opportunity, to say,
Hey, you know, how about those guys from
New York or the ones that went all over
the country and all the world that came
In here to testify? How about the maker
city book and maker media, like how about
our own talent? We got a lot of talent
here. So they just need to be exposed to
1It. So keep doing it.

MR. WALLER: Councilman, I1™m
wondering if 1 could address two of those
points really quickly.

COUNCILMAN JONES: Before you
do, I"ve never heard him this passionate
about -- I mean, I get to sit with him.

I was like, who is he?

I*m proud of you.

COUNCILMAN HENON: Makers make
it all the time.

COUNCILMAN JONES: You got him
stoked.

MR. WALLER: 1I1"m glad this

passion is here and 1"m glad that
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Councilman Green organized this, because
this 1s a huge opportunity. And
Councilman Henon spoke to all of the
amazing resources and talent that"s
already here in Philadelphia, and in my
opinion just from the conversations 1"ve
learned talking to hardware entrepreneurs
and makers in Philadelphia this summer,
1t"s almost shameful how we have such
opportunity and such deep resources, but
we"re sort of -- 1t seems that In some
ways this ecosystem has sort of just --

COUNCILMAN HENON: What®"s the
barrier? Education. Aside from
education, what i1s the barrier?

MR. WALLER: I think the
barrier is that a lot of these resources
that exist here today are incredibly
siloed. People don"t know about one
another. And there has to be some sort
of convening, connecting tissue, and
that"s the role that we"ve been playing
with the City of New York here 1in

Philadelphia to connect all those
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resources. And just two really quick
anecdotes to underline that.

One entrepreneur who is one of
the success stories -- and these are from
anonymous interviews, so | can®"t share
the name. They talked about how they had
so much support designing their prototype
and getting i1t off the ground and saying
Philadelphia®s praises iIn that regard,
but also said that that"s not unique to
Philadelphia. There"s lots of -- there's
many cities where there®s this burgeoning
creative economy, right? The reason that
they“"re leaving Philadelphia to produce
elsewhere i1s because there are no
machinists 1In Philadelphia who know how
to produce their product.

Meanwhile, we"re working with
DVIRC, a conglomerate of 10,000 small and
medium manufacturers who are trying to
learn these technologies, and maybe in a
year or two, they"ll be there, but this
local entrepreneur, i1t"s too late for

them. Or 1f 1t does come, they might not
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know about 1t and i1t might be right under
their nose.

And then there®s another
company that"s accelerating at NextFab
who, after being introduced to all the
different players in the game and working
on his startup for going on four years
now, still feels like an outsider, still
feels like they haven"t really broken
Iinto some path for success even though
from my -- in my opinion, It seems like
he has this great product, right?

And then also you spoke to the
importance of training our children and
how 1t"s not about just the skill sets
that we"re training them in, but on sort
of lifelong skills. 1 mentioned
learning, Innovation, and
problem-solving, and I think a great
example of that here in Philadelphia is a
startup called Roar for Good. 1It"s a
woman founder and it"s a wearable
technology to send out a distress beacon

when a woman is In danger.
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COUNCILWOMAN BROWN: To do
what?

MR. WALLER: That sends out a
distress beacon when that woman senses
danger.

The design of that product was
based 100 percent on the iInsights and
experiences of women and of the founder
herself, and that product might not have
been developed In a place like Silicon
Valley that"s largely white men, right?
So there are market opportunities and
problems to be solved right In our own
neighborhoods and even In our most
vulnerable neighborhoods, and the answers
to those problems are those kids who know
those problems like the back of their
hand, who live them, right? How are we
empowering them to think innovatively to
understand their own agency in changing
their lives.

COUNCILMAN HENON: So you"re
saying that we have to listen to people.

MR. WALLER: Yeah. That"s what
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I"m saying.

COUNCILMAN HENON: That"s
right, because they will tell us.

MR. WALLER: So, yes, lots of
great things happening in Philadelphia.
It"s not enough. It has to be a
coordinated effort.

COUNCILMAN JONES: Thank you so
much, and thank you, Councilman Henon,
for your passion on this issue, as well
as the author of this resolution.

IT there are no other questions
for this panel, thank you very much for
your testimony.

The Councilman just showed me a
3D printer that made meat. Now, are they
here today to testify? Please tell me
they are.

No? Okay.

Ms. Williams, can you bring up
the next group to testify. This should
be our last panel.

THE CLERK: Yes.

Julia Harris, Jeff Low, and
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they will be later joined by Yasmine
Mustafa, who Is en route.

(Witnesses approached witness
table.)

COUNCILMAN JONES: So, first,
you got me excited by the tricorder from
Star Trek. Then when I saw the 3D meat
printer, that"s right out of the Jetsons.

COUNCILMAN GREEN: Well, just
to follow up on that point, at the Makers
Meetup In April when we had the
accelerator gentleman from SOSV, who is
actually from Princeton, one of the
companies iIn his accelerator is a company
called Meatless Meat and showed us a
demonstration of -- | mean, we didn"t see
the physical demonstration, but through
video showed us Meatless Meat, basically
making organic products through a 3D
printer. And if you think about i1t, as
we are growing as a nation with
population, huge iIncrease in population,
but we have less and less resources, so

we"re going to get to a point in the
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future where we"re going to need to make
food products through not our traditional
sources.

So these are some of the things
that are occurring. Some of the product
I saw In reference to health and
technology for diabetics, so you don*t
have to -- my dad i1s a diabetic, where
you can test insulin. There was a
company -- | can"t remember the name of
the company -- where you could test
insulin just by waving over your finger
without doing a finger prick.

So there®s a lot of different
technology, and because we have such an
eds and meds infrastructure here in
Philadelphia, these type of technologies
and other technologies which are more
invasive to the body but also show you
how you can better monitor your health
and all kind of concepts. So, | mean,
the sky 1s the limit.

COUNCILMAN JONES: Let"s make
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Okay. Thank you for your
patience, and please bring the mics close
to you and state your name for the record
and begin your testimony.

MS. HARRIS: Julia Harris.
Thank you for this opportunity to speak
to you today. |1 also want to thank
Councilman Green®s office for
coordinating everything. This is great.
I*m from the startup company Basil Leaf
Technologies and we"re headquartered in
Paoli. This past April our company was
awarded First Place Achievement iIn the
global Qualcomm Tricorder XPRIZE
competition.

XPRIZE designs and implements
innovative competition modules to solve
for the world"s grandest challenges.

This particular prize was inspired by the
technology i1n Star Trek. The competition
was to build a medical tricorder that can
autonomously diagnose 13 disease states
and continuously monitor five vital

signs, all within a well-designed
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consumer experience.

So In the show, 1If you"re not
familiar, the tricorder was a handheld
device used to diagnose condition of
patients. You could scan someone and get
everything you needed to know what was
wrong with them. So imagine a future
where a technology like this exists. It
would revolutionize healthcare, giving
people far greater choices In when,
where, and how they receilve care.

So our company was organized by
Dr. Basil Harris In March 2013. He is a
physician with a Ph.D. In engineering.

He has been actively practicing emergency
medicine for over 15 years, and the last

12 years he has been at Lankenau Medical

Center of Main Line Health.

Basil recruited a small but
mighty team of folks who have all lived,
worked, and gone to school iIn the
Philadelphia area. So we boast graduates
of Drexel, Temple, Thomas Jefferson,

UPenn, and one of our team members is
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currently an adjunct at Villanova and
another taught at Philadelphia University
before the merger.

From a starting field of over
300 teams from around the world, we
distinguished ourselves at the outset by
focusing on building the diagnostic
engine. So Basil used his experience as
an emergency room physician to
deconstruct the diagnostic process and
build the brain of our device. Other
teams focused on the hardware first, and
we focused on the software, and we
believe that was a competitive advantage
that ended up being one of the reasons
that we were able to achieve first place.

Our device, which we named
DxtER, has a sophisticated diagnostic
engine based on analysis of actual
patient data and years of experience in
clinical emergency medicine. We
developed algorithms for diagnosing
conditions like diabetes, chronic

obstructive pulmonary disorder, urinary
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tract infections, stroke, tuberculosis,
and pneumonia, to name a few.

After we worked on the
software, we pivoted to hardware
development, and DxtER has a collection
of non-iInvasive sensors, like you were
mentioning these new non-invasive glucose
monitoring sensors. That"s something
that we also worked on, and these sensors
collect data about a person®s vital
signs, body chemistry, and biological
functions.

We also made sure that people
enjoyed using our device. One of our
team members 1s a senior vice president
at Think Company, which Is an experience
design firm based in Philadelphia. He
was the driving force behind much of our
device®s design. And we also leveraged
the talented community of freelancers in
the Philadelphia area to help us achieve
a very positive user experience.

As a small startup, we"ve had

the benefits of nimbleness, close working
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relationships with people whose company
we enjoy, and autonomy. But we have also
contended with many barriers as a small
startup and certainly have other
technology startups.

So we wanted to actually leave
you today with three concrete things we
think are mmportant to making
Philadelphia attractive to startups and
small businesses, and a lot of those
things have been discussed already in the
earlier panels, but 1t"s good to
reiterate.

So, first, we think City
Council should support that vibrant
community of entrepreneurs that exist iIn
the City. Our city i1s rich with
technological, educational, and medical
expertise, creating an i1deal foundation
of resources for fledgling startups to
succeed and thrive. And beginning a new
company comes with many challenges. Even
the smallest encouragement or help in

making the right connection can provide
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the needed momentum.

City Council is uniquely
positioned to host events that bring
together and motivate innovators and
foster that environment of collaboration.
Hosting events that support makers and
innovators will highlight the resources
of our city and iInspire more to get
involved. And we talked earlier about
this body acting as -- taking on that
role of convener.

Second, the City should try to
make Philadelphia more attractive to
investors and venture capitalists so that
they encourage the businesses they invest
in to work in Philadelphia. We need the
City to continue to build a business
environment that is more business
friendly to small entrepreneurial
startups. Starting a business in
Philadelphia can be costly, complex, and
time-consuming, but the rewards are also
high. And so tax credits for job

creation would be a start.
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Lastly, Philadelphia must
continue to be a place where people want
to live, work, and raise their families.
Invest in things that create a high
quality of life for the citizens of the
City. This would incentivize students
graduating from the Philadelphia area
technical schools and universities to
stay in the City rather than take their
skills to other metro areas.

So thank you for your time
today, and we look forward to your
questions.

COUNCILMAN JONES: Thank you so
much. 1"m excited, but I"m going to wait
to ask questions.

MR. LOW: Hi. My name is Jeff
Low from Arrow Electronics. Thank you
for the time, Council.

First of all, 1 wanted to ask
the Council a question. Do you think of
Philadelphia as the next Silicon Valley?
Have you thought of that?

COUNCILMAN JONES: Yes.
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MR. LOW: That"s fantastic.
That"s the exact answer 1 wanted to hear.

I am a recent transplant from
the last three years from California. |
did come from that area, and 1 was
shocked and amazed and surprised at how
wonderful the City of Philadelphia i1s and
the actual attack on the maker business
and really what 1t"s coming to be iIn the
Silicon Valley. We have customers here
that are 1n health, much like Basil,
consumer, lighting, maker enabling; iIn
other words, parts that will help you
make other parts. We have safety and
security and companies doing energy and
data analytics. All of these things that
Philadelphia 1s coming to bring are great
new technologies from the startups that
we have, and 1t"s encouraging to see that
the Council 1s willing to take a look at
and really help enable this.

At Arrow, we actually believe
in helping to develop companies, develop

their people through education, providing

Page 154

STREHLOW & ASSOCIATES, INC.
(215) 504-4622




Committee on Commerce and Economic Development
September 19, 2017

© 00 N O O A~ W N P

N D DN NMNDNPFEPF P PP R PP R R R R
a A W N P O © 0 N O O A W N P+ O

9/19/17 - COMMERCE - BILL 161106, ETC.
them tools, kits, training. We did that
with Basil, as a matter of fact, on some
ADI things they needed for one of the
products they were working on.

We also believe in really
building up the community and the
ecosystem. So the ecosystem here -- and
you"ve spoken with a lot of other people
on the panel. We have had Ben Franklin,
DVIRC, NextFab, SecondMuse, example. All
of these create that community that we"ve
been talking about that really helps to
develop that Philly pride, that makers
fence that we really need to get forward
and move iInto It.

Our company i1s a technology
company that helps enable other ones. We
help them through the manufacturing.
Local manufacturing is very important to
us. We want to make sure that stays
here.

The other piece of 1t that we
really want to work on is the

engineering. So our engineers are fTield
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application engineers to help with the
local community, work with the customers.
We have guys that will sit down at
NextFab and help them as they"re
developing. And we also want to work
with the universities and help them
train.

The beautiful piece about the
Maker Faire that we talked about and
having that as an area where the families
can come and do and see, that"s starting
at that K through 12 education program.
They get to see something exciting. They
get to see what"s happening about i1t.

As we develop here 1In
Philadelphia, the businesses that are
coming In all the different varieties
that I mentioned here, 1t"s going to just
be a huge boom to the economy. If you
think about technology and how everything
needs to be connected, one of the
Councilmen earlier was talking about
connectivity. We"re talking about

Brewerytown. There"s actually a lot of
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startups here that are doing things that
are from smart caps to monitoring the
water, the filtration systems, et cetera.
IT you look at that, that I0T space, It"s
50 billion to 100 billion connected
devices by 2020. It"s going to explode
from a technology standpoint, and what
we"re here to do i1s help support that and
really let the Philadelphia market and
everything go.

We have -- Yasmine just joined
us here from Roar for Good, and she"ll
speak a little bit more now about what"s
happening and the great things that
Philly i1s doing.

COUNCILMAN JONES: Thank you so
much .

IT you will bring the mic
closer to you and state your name.

We saw you take the pen. 1™m
glad you put i1t back.

MS. MUSTAFA: 1 stole it --
borrowed 1t. Borrowed it.

COUNCILMAN JONES: We had you.
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MS. MUSTAFA: My name 1is
Yasmine Mustafa and I am the CEO and
co-founder of Roar for Good.

COUNCILMAN JONES: Welcome.

MS. MUSTAFA: Thank you.

COUNCILMAN JONES: Please begin
your testimony.

MS. MUSTAFA: Sure. 1 figured
I would start a little bit by telling you
the back story of the company, how we
started, where we are now, and walk you
through the challenges that we"ve had in
building a hardware company so far iIn
Philadelphia.

And to give you the back story,
four years ago | decided to do something
a little bit crazy. 1 decided to give up
all my possessions, put a backpack on,
and book a one-way flight to South
America. That wasn"t the craziest part.
I actually ended up having an amazing
time, and one of the things that 1
discovered during the trip were the stats

of violence against women. Everywhere
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that 1 went, everywhere that 1 stayed, |
kept meeting locals or travelers who had
experienced some type of assault or
harassment or attack, abuse, and It was
just relentless.

A week after 1 came back to
Philadelphia, 1 was living on 13th and
Locust when my neighbor went out to her
car and she was grabbed from behind. She
was dragged into an alley. She was
brutally assaulted. And when I read the
news story the next day, that was when
the 1dea for Roar came about. And the
initial 1dea was to take existing
self-defense tools, what women use today
to protect themselves, and make them
accessible. Because the idea was, 1T you
have to pull them out of your pocket or
your purse, why not have i1t so it"s right
there on you at all times when you need
i1t the most.

It turned out 1t was actually a
really bad i1dea, my First product idea.

It was going to be called the Macelet,
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Mace In a bracelet. We did some market
research and found that most women
actually don"t like existing solutions,
that they prefer something that cannot be
used against them. That was their
biggest fear, i1s that they"d be
overpowered and their own self-defense
tool would be used as a weapon against
them. And after doing a lot of market
research with the help of some local
universities, we came up with Athena.
Athena i1s this product right here. 1It"s
a safety wearable that women can clip on
any which way. They can wear 1t as a
necklace, clip 1t onto their pants, their
clothing, and when they feel threatened
or anxious, they can press a button and
send their GPS location to friends and
family. They can also use i1t to activate
an alarm and call an emergency number as
well. And we"ve been selling it a lot to
parents and college students so far.

We are three years old. We

actually just celebrated three years last
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Monday. And we are a team of ten
full-time people and about eight other
contractors that we work with. We"ve
been funded by the Ben Franklin
Technology Partners and a few other
angels. And that"s where we currently
are.

In talking through the
challenges that we faced in building the
company, I would say one of them i1s, I am
a non-technical person building a tech
company. So the very fTirst thing that 1
had to do was build a team of people that
was much smarter than 1 was. And that
wasn"t the hard part. It was actually
finding experienced people to join the
team. We had a challenge where when we
were hiring for electrical engineers,
everyone was either too junior or too
experienced. So with the great
universities here, | think there®s 50 or
100 within 50 miles, something like that,
and while there"s a lot of great

graduates coming out of those schools, we
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unfortunately just didn"t have enough of
a pool of people to draw upon that had
the experience that could help us get to
the next level. So that was a challenge
that we had.

Prototyping was another
challenge that we had. One of the things
that helped us with prototyping was a
FabNet grant. 1 don"t know if that was
mentioned earlier by NextFab, but NextFab
had a partnership with Ben Franklin
Technology Partners where they provided a
$5,000 grant to young hardware companies
looking to build hardware products. It
was great to hear about. It was only
$5,000, so it couldn™t get us far, and
having capital to build our product as we
were prototyping would have been
immensely helpful. We probably would
have gotten to launch sooner with that.

I"m trying to think. What else
did we talk about?

This 1s our Head of Supply

Chain. 1"m going to refer to him from
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time to time.

IT you have anything to add,
you should come up here.

I don"t know. He hid behind on
the chairs. | don"t know why. He should
have come up here with me. Can we make

him come up here? | think he"ll listen

to you.
COUNCILMAN JONES: Yeah.
MS. MUSTAFA: There we go.
(Witness approached witness
table.)

COUNCILMAN GREEN: Ms. Mustafa,
you are the co-founder and CEO, so I
guess he works for you.

MS. MUSTAFA: And he"s my
brother.

COUNCILMAN GREEN: Then he
really works for you.

MS. MUSTAFA: Anything to say,
prototyping?

MR. MUSTAFA: You know, 1 think
when i1t comes to prototyping, there is a

couple things that --
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COUNCILMAN GREEN: Sir, can you
state your name for the record for the
stenographer.

MR. MUSTAFA: Sure. My name is
Mahmoud Mustafa, Head of Supply Chain at
Roar for Good.

When 1t comes to prototyping, |
would say there®s a couple things that go
into that, one being the facilities that
would be required to do such a thing,
like 3D printers and that sort of
equipment. NextFab has been a great
resource in that regard. However,
they“"re one of the few in the City. And
I think In terms of encouraging and
inspiring makers, having multiple
resources to sort of provide those
services would certainly be helpful, iIn
addition to people who know how to
operate that equipment and can assist
through that process. 1 think that
requires a certain level of experience,
and we In the very beginning early stages

of prototyping, again, back to finding
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people that were experienced, had a
challenge there. So that would probably
sum 1t up there.

MS. MUSTAFA: And everybody
when we were FTirst starting the company
said, you should manufacture in Philly,
manufacture in the U.S.

COUNCILMAN JONES: Are you
allowed to let us see the product?

MS. MUSTAFA: Are we allowed
what? Yeah. Bring it up.

COUNCILMAN JONES: And 1f we
touch 1t, 1t"s not going to go off?

Oh, that"s the device. All
right.

MS. MUSTAFA: So everybody asks
us -- go ahead.

COUNCILMAN JONES: So if
someone wanted to make jewelry out of
this, 1s i1t adaptable?

MS. MUSTAFA: Yeah. In the
next version, we want to create a module
that anyone can add to existing products,

like jewelry, clothing, accessories. We
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tried to make 1t more jewelry-esque with
this product, and we have to make some
compromises In order to achieve the
consumer®s wishes i1n terms of size and
weight and also aesthetics.

COUNCILMAN JONES: We are
fascinated with your product.

MS. MUSTAFA: Great. 1°m glad
to hear 1t.

And the last part 1 would say,
we wanted to find a way to manufacture in
the United States. We are currently
manufacturing with Flex. Flex is
considered a top Tier 1 manufacturer.
They"re one of the largest manufacturers
in the world. They have a U.S. presence
and they also have 100 factories around
the world.

We couldn®t manufacture in the
United States due to the cost as much as
we wanted to, and as much as we love
working with Flex, they make 90 percent
of today"s wearables, so we feel very

grateful to be working with them. It
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Jjust wasn"t possible. And iIt"s a
question that we get a lot.

COUNCILMAN JONES: So question.
Per unit cost in the U.S., per unit cost
where you manufacture i1t, differential?

MS. MUSTAFA: Double.

MR. MUSTAFA: Two to three
times.

COUNCILMAN JONES: So give me a
price. What does that go for?

MS. MUSTAFA: It goes for $129
retail.

COUNCILMAN JONES: And i1t would
have cost you twice as much to make?

MS. MUSTAFA: In order to build
1t, the building materials would have
been at least two X. Labor would
probably have been also two X.

COUNCILMAN JONES: How do you
deal with patent issues?

MS. MUSTAFA: Very good
question. So Flex, because of theilr name
and reputation, we have not had to worry

about protecting or worry about our idea
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being stolen. But I"m trying to think of
what else we talked to them about at the
beginning.

MR. MUSTAFA: Yeah. One of the
benefits of working with a company like
Flex 1s the IT protection, which is why
we went forward with them. They are very
strict In their processes, and even
though we were manufacturing overseas, we
didn"t have to sort of concern or stress
ourselves with the idea that anything
here with our product could be stolen or
used otherwise.

COUNCILMAN JONES: How many
patents? So I would imagine different
components and subcomponents of that
product are patented, correct?

MS. MUSTAFA: We have some
design patents iIn the works, not
necessarily any utility patents right
now.

COUNCILMAN JONES: Because
there are -- so, for example -- and 1 had

an opportunity to go abroad to look at
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some of the manufacturing iIn other
countries, and what I was told by a lot
of entrepreneurs, and particularly ones
that are probably smaller like you, that
countries have the ability to reverse
engineer and even, with some help, beat
you to the marketplace. 1 used to do the
Ben Franklin Fund, venture capital fund.
My chest went out a little bit. But --

MS. MUSTAFA: Yeah. That"s
absolutely possible, and one of the --
anyone can reverse engineer what we"ve
done. They can take it apart and see
what we have, | guess minus the firmware
that we have and making 1t work the way
It works. We feel our strength is really
the brand that we"ve built.

COUNCILMAN JONES: So racing to
the marketplace 1s more -—-

MS. MUSTAFA: Yeah, and
building a lifestyle brand. It"s not
just a product. We"re a women
empowerment company. We want everyone

to -- kind of like Toms has the
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one-for-one, the feel-good vibe of
purchasing a pair of shoes, and then they
donate it to women in need or someone iIn
need. We want to have that same
feel-good social impact for what we"re
doing.

COUNCILMAN JONES: On the
marketing side.

MS. MUSTAFA: Yeah. Because a
big part of what we do i1s, we actually
invest a portion of proceeds from every
sale 1Into empathy education, because what
we"ve learned i1s that really Mace or
pepper spray or Athena 1s not going to
solve the i1ssue of attacks against women.
It"s really going to be educating young
women about consent and respect and
empathy.

COUNCILMAN JONES: On the back
office end, there 1s a company monitoring
that and then will send police to your
GPS location?

MS. MUSTAFA: Yeah. So we"re

adding capabilities for that in late
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October. 1™"m real excited about that,
especially in college and universities,
because then i1t can call campus police
and stuff like that.

COUNCILMAN JONES: Got it.

Any questions?

MS. MUSTAFA: 1 had a couple
other points | wanted to raise. 1 don"t
know 1f you want me to go through them
now or wait until the end.

COUNCILMAN JONES: You can go
through them now.

MS. MUSTAFA: Okay. I will say
fundraising. We"ve been very lucky in
the aspect of fundraising. Our First
stroke of luck was really during the
Philly Startup Leaders Expo. We actually
were demoing a prototype, a very broken
prototype, with wires hanging out of it,
to the local community and we had someone
walk by, ask us a ton of questions. It
turned out he was an investor, and he
wrote us a check for $100,000 within

three days and really gave us the capital
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Iin order to launch our crowdfunding
campaign.

So I would say the support of
not just having these tech events iIn
Philadelphia 1s that companies like ours
can showcase at and be able to reach
people that we normally might not be able
to reach was beneficial, but also having
the support of the Philly tech community
was also pretty grand.

We did our crowdfunding
campaign in late October. For us that
was going to be if we were going to make
It as a business or not and really
validate what we were doing. We did 1t
on Indiegogo. We used a lot of support
from local Philly entrepreneurs who had
launched there before, took all their
feedback, and we wanted to raise 50,000
for the crowdfunding campaign -- or
40,000. Excuse me. We actually ended up
hitting that on the second day and ending
the campaign with over $300,000 in

contributions, and it really was when we
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became a global company. We had orders
from every state in the U.S. We had
orders from about 50 countries worldwide,
and the exposure that we were able to get
was really fantastic. And we always
mention that we"re a Philly company in
all our press outreach.

But after that, we were able to
secure a $2 million investment due to the
success of the campaign. They actually
found us through Indiegogo, reached out
to Indiegogo themselves. | don"t want to
make 1t sound so easy, but they were
great. They wired 2 million within the
week. And we"ve also raised additional
capital since then.

COUNCILMAN JONES: Do you have
an exit strategy or are you going to be
in this for the long haul?

MS. MUSTAFA: Change the world.
We want to change the world.

COUNCILMAN JONES: That"s your
exit? Okay.

MS. MUSTAFA: We want to make
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It a safer place.

COUNCILMAN JONES: Worthwhile.

MS. MUSTAFA: Yeah.

The last two I"11 mention.
Hardware network, 1 would say the lack of
hardware network here was a challenge
that we had. At the very beginning we
would actually hop on the bus and go to
all the New York hardware meetups just
because of the connection that they had.
There were a lot more hardware companies
there. They had turnouts of hundreds of
people, and that was something that we
didn"t find here i1n Philadelphia. It was
really hard to find other makers outside
of NextFab. It was actually really
difficult to also meet other
entrepreneurs making hardware in
Philadelphia. And how i1t"s fragmented
was, 1 would say, one of the things that
we wish was better.

With the success of the
crowdfunding campaign, we"ve had a lot of

entrepreneurs reach out to us asking us
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for tips on what we did, that we always
meet with. We actually have written
articles about i1t so we can share 1t with
people and make it easier to learn. But
I wish that"s -- 1 wish that I"ve always
had -- 1t"s hard building hardware, and
having a community here would be
something that would be beneficial. And
it sounded like you touched on that a
little bit earlier.

MR. LOW: A little bit.

In fact, 1 could interject on
that. Just from the hardware standpoint,
again, there"s a couple things. My
company, Arrow Electronics, 1s a
traditional components distributor. So
we do actually touch a lot about those
components you were talking about.

From a local manufacturing
versus the 1P, that is something they are
then very fortunate to protect. That 1is
not something easy, as you®"ve seen. That
a lot of people are bringing their

manufacturing back from overseas.
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COUNCILMAN JONES: 1Is that why?
Is that one reason?

MR. LOW: That"s one of the
major reasons. The other part of 1t is
the labor rates have gotten a little bit
higher 1n Asia as well, so 1t makes it
more competitive here. They have got a
great product and really they"re counting
on their brand to carry them as well,
which they"ve done a great job of
building.

From the hardware standpoint, |
would agree with what Yasmine said. In
the past, 1t has been difficult to get
that going. NextFab was an area that
really started i1t, but I can tell you --
I wrote down a list of local customers.

I probably shouldn®t name them all here,
but I have about 15 or 20 local hardware
customers that have been going either
through NextFab or through one of the
other local areas that we"ve been in
contact with, specifically with Arrow

ourselves, in helping to drive that.

Page 176

STREHLOW & ASSOCIATES, INC.
(215) 504-4622




Committee on Commerce and Economic Development
September 19, 2017

© 00 N O O A~ W N P

N D DN NMNDNPFEPF P PP R PP R R R R
a A W N P O © 0 N O O A W N P+ O

9/19/17 - COMMERCE - BILL 161106, ETC.
The other piece 1s that Yasmine
mentioned Indiegogo. We did have a
company called Noria that went through
NextFab. We gave them $50,000 on their
Indiegogo campaign through a
certification program that Arrow does.
The reason why Arrow does this is, we
actually have our local engineers vet out
the process, which actually looks at the
product, sees 1f 1It"s going to be
valuable, see 1T 1t"s something that
could be good, and if you get your
badges, we"ll give you different levels
of product and support. But ultimately
what happens i1s for the investors that
are really looking to -- once they see a
badge from Arrow stating that we vetted
it out, 1t allows them to get a much
quicker return on the crowdfunding.
COUNCILMAN JONES: So I would
ask exit strategies. | guess each
company iIs different. Some people want
to make and then sell and capitalize on

their product and cash out. Others want
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to retain ownership in the product. How
does that work? 1 guess each deal 1s
different. How do you keep from losing
your product to a venture capital firm?

MR. LOW: 1°11 look to them for
that, because our job is really to help
these companies just grow. We stay
within 1t. We don"t actually get any
equity Into 1t. So we"re helping support
where they don"t understand the
complexities of manufacturing,
engineering, production. So from Arrow"s
standpoint, we are just more of behind
the scenes. We help people like GoPro,
Tesla, Fitbit. Those are the companies
that we helped really launch and take
off. The newest one 1s Ring, who just
moved out from LA to a division out here
in Malvern as well. But we"re iIn here --
I really should stand back -- to give you
an example of really where we"re at,
we"re back here.

COUNCILMAN JONES: Good

illustration.
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MR. LOW: With the NextFab
guys, just supporting these. They"re
really the startups. So we"ll let them
kind of answer their exit strategies.

COUNCILMAN JONES: 1 mean, when
you talk about a tricorder, 1 mean,
amazing technology. How did you keep
control of your product as you brought it
along?

MS. HARRIS: Yeah. So one of
the great things about being part of the
XPRIZE competition was, they totally
foster and support the teams that are
competing and they don"t take any of the
intellectual property away from the
innovators. So to maintain that autonomy
actually throughout the competition, we
self-funded. So we did a lot of like
friends and family crowdsourcing kind of
plan, and i1t was a totally unpaid
experience for everyone that --

COUNCILMAN JONES: 1 like how
you put It, unpaild experience.

MS. HARRIS: Yeah. So for a
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lot of hours of the four years of
building and innovating, It was
ultimately rewarded because we achieved
top prize In the competition. And I
think of the other teams that we were
competing against, many had taken that
outside 1nvestment approach and pursued
VC opportunities. And then one thing
that happens is that a lot of times you
don"t retain total ownership or complete
ownership over the product. So we chose
a different route, and ultimately i1t paid
off.

COUNCILMAN JONES: Councilman
Green and then Councilwoman Reynolds
Brown.

COUNCILWOMAN BROWN: Just a
comment.

COUNCILMAN GREEN: Go ahead.

COUNCILWOMAN BROWN: I would be
remiss not to commend Councilman Green
and acknowledging that there are women iIn
the tech industry as well, that that

matters. It goes to a point made by one
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of the witnesses, that we need to do more
and do better when it comes to bringing
people of color and women to the table.
And I know well of the work of Ms.
Mustafa.

And my colleagues may remember,
we celebrated her during the March
Women®s History Month as one of the super
gurus i1n the City iIn tech.

COUNCILMAN JONES: Councilman
Green.

COUNCILMAN GREEN: 1 just want
to say this briefly. |1 want to commend
both this panel and all the panelists for
all the great information you provided,
but one of the things that we do need and
although some companies decide not to
take an exit strategy, but we do need
some of the companies that are created
from an entrepreneurship perspective to
cash out, for lack of a better word.
Because one of the problems we do have in
the greater Philadelphia region i1s a lack

of venture capital, and often that
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venture capital comes from successful
entrepreneurs who had a Kleiner Perkins
or you name all the various VC firms who
were able to cash out that business and
then they i1nvest in other businesses, and
It becomes a self-fulfilling prophecy.
One of the reasons why you have
situations like the Warby Parkers and
other companies that get started here 1is,
they have to get additional resources to
get to that next level, because
traditional debt financing i1s expensive
and 1t"s easier and allows them to grow
through equity financing and equity
investment.

And so we need more and more
successftul businesses to be here i1n the
City of Philadelphia and the region, for
which that will help provide a resource
for emerging entrepreneurs to have an
investment opportunity. If you think of
someone like an Elon Musk, i1t was due to
PayPal, which led to Tesla. So you have

to have that culture of entrepreneurs who
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have been successful now moving to the
next phase of creating another business
and another business and have the
resources to invest.

So that"s one of the things I
know that we definitely need here in the
greater Philadelphia region, 1s a more
robust VC community.

COUNCILMAN JONES: Are there
any other questions?

(No response.)

COUNCILMAN JONES: Seeing none,
I just want to thank you guys for your
courage and your entrepreneurial spirit.
And I know that®"s an overused cliche, but
think about 1t. |If you don"t operate
without a safety net, you could have
probably gotten jobs in an existing
company easily. Your degrees, your
professions could have led you there, all
of you, but you chose to be
swashbucklers, to a degree, and go out on
your own, and 1 applaud you for that

courage. And I"m sure your family
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probably was a little worried, but they
should be very, very proud of you guys
for what you"re doing for this city and
also our country.

So thank you very much.

I just want to i1n closing talk
about two really good workshops that are
coming up for MED Week, which is Minority
Entrepreneurs Development Week, and one
IS sponsored by our colleague here,
Councilwoman Reynolds Brown, and it"s
called Coming Up Philly. Why don"t you
talk about that real quick.

COUNCILWOMAN BROWN: MED Week
1Is an annual experience/initiative hosted
by the Office of Equal Opportunity, along
with members of Council, whereby we try
to enlighten, inform, provide information
on a number of different opportunities
where you can seize the moment and work
with government.

Our particular effort i1s going
to focus on the enormous activity that

will be happening in Schuylkill Yards,
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which 1s 1n Councilwoman Jannie
Blackwell®s district, the great work
that"s happening at the Navy Yard and
then 20 years more ahead of what"s
happening there at the Navy Yard, and
then also Rebuild, which i1s the Mayor-®s
initiative around upgrading our city"s
public facilities.

So you"re welcome to join us
Wednesday, September 27 at the Navy Yard,
8:30 to 12:00 noon, where we will have
the Deputy Secretary for Labor as our
keynote speaker, along with
representatives from Schuylkill Yards,
the Navy Yard, and Rebuild, letting you
know what type of entrepreneurial
business opportunities are forthcoming
and pending In those three particular
areas.

Thank you, Mr. Chairman.

COUNCILMAN JONES: And so after
you get your education and resource from
there, there®"s a second workshop that I™m

sponsoring, along with other members of
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Council, to talk about Rebuild and all of
the recreation centers and infrastructure
and the libraries that we"re going to do
and everything you wanted to know about
that. And that will be Tuesday, October
3rd at Pipeline, at the Graham Building,
30 South 15th Street, from 5:30 to 7:30.
And, again, that"s Tuesday, October 3rd,
Pipeline, at the Graham Building, 30
South 15th Street, from 5:30 to 7:30.

And just like your makers meeting, | have
an economic theory that peanut butter is
over here and exists all on the shelf by
itself. Jelly i1s over here, doesn"t know
about peanut butter, but once the two

find each other, they can make some

bread.

With that --

COUNCILMAN GREEN: Wairt. One
more.

COUNCILMAN JONES: Councilman
Green.

COUNCILMAN GREEN: Just one

thing 1 just want to restate from what I
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said earlier. Tonight at 5:30 at the
Franklin Institute we will have a Makers
Meetup. There will be various makers
presenting information. In addition,
Dale Dougherty will be the speaker, as
well as Derrick Pitts. That"s 5:30 this
evening at the Franklin Institute, and
that, 1 guess, will be the conclusion of
today®s Maker Day.

COUNCILMAN JONES: So this
concludes the business of the Committee
on Commerce and Economic Development for
City Council.

Thank you all for your
testimony, and we appreciate your
patience.

(Committee on Commerce and

Economic Development concluded at 4:10

p.m.)
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CERTIFICATE
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, and that this i1s 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

certifying reporter.)
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