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          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2                 CHAIRPERSON BREWER: I'm Gale Brewer,

          3  City Council Member representing the West Side of

          4  Manhattan, and we're here today to talk about

          5  promoting the high technology business sector in New

          6  York City.  We'll be joined in a very few minutes by

          7  my colleagues and head of the Economic Development

          8  Committee, Council Member White, who will be here in

          9  a short time, just stepping over to another meeting

         10  at City Hall.  We've also been joined by Council

         11  Member Oliver Koppell.  So I'm just going to start

         12  by a short presentation, and then we will go into

         13  the testimony starting with Economic Development

         14  Corporation.

         15                 So obviously, as I said, we're going

         16  to talk the high tech community.  Defining high

         17  technology, high tech firms are those engaged in the

         18  design, development and introduction of new products

         19  and/or innovative manufacturing processes through

         20  the systemic application of scientific and technical

         21  knowledge.

         22                 According to the Bureau of Labor

         23  Statistics, high technology industries accounted for

         24  14.4 million wage and salary jobs in 2002.  High

         25  tech employment is expected to rise at a slower rate
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          2  than the economy overall between 2002 and 2012 with

          3  projected employment additions of 1.6 million jobs

          4  by 2012.

          5                 Since the 1990's, and some of us were

          6  around then I'm afraid, the New York City

          7  Comptroller's Office reported in 1999 that the City

          8  had outpaced the rest of the country in the software

          9   --

         10                 COUNCIL MEMBER KOPPELL: I hate to

         11  interrupt you, Madam Chair, but since we're talking

         12  about technology, we ought to show that we have the

         13  technology and put the thing straight.

         14                 CHAIRPERSON BREWER: We'll try to fix

         15  it.  I think it's a problem with the screen.  Maybe

         16  we could move over the screen a little bit.  Can you

         17  move the  --  It's the projector.  I don't know what

         18  to do about it.  That's why I'm reading the whole

         19  thing.

         20                 COUNCIL MEMBER KOPPELL: Okay.  I

         21  don't mean to be -  Just turn it a little.  No, it

         22  doesn't turn.

         23                 CHAIRPERSON BREWER: Well I'll keep

         24  reading while the great Franklin  --  Well anyway

         25  the Comptroller's Office reported in 1999 that the
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          2  City had outpaced the rest of the country in the

          3  software information tech industry and that we had

          4  an average of 15 percent annual growth rate in both

          5  number of jobs and number of companies from '92 to

          6   '99.  While the number of software and IT companies

          7  in New York City has held stable at over 5,000, the

          8  number of jobs has decreased quite a bit and is now

          9  back to its 1998 level of approximately 30,000.

         10                 New York and competitors in IT, the

         11  two areas in the country that are considered to be

         12  leading the nation in software and IT

         13  entrepreneurship are the Silicon Valley, which we

         14  all hear about, in Northern California and Route 120

         15  area around Boston, Massachusetts.  New York City

         16  also competes in the global economy against

         17  countries like India where IT workers are relatively

         18  inexpensive compared to those of us in the U.S.

         19                 Now I'm going to talk about the

         20  Industrial Technology Assistance Corporation.  I

         21  think we all know ITAC, and I understand that Sandy

         22  Bayer, also known professionally as Daniel Bayer, we

         23  worked together  --  I hate to tell you, Franklin

         24   --  he and I, about 30 years ago right in this

         25  room.
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          2                 In September 2007, ITAC issued a

          3  report entitled Buried Treasure- New York City's

          4  Hidden Technology Sector  --  I think you all know

          5  about it  --  which indicated that New York City

          6  employed nearly 165,000 people in high tech

          7  businesses in 2004. High technology industry

          8  employment represented 4.6 percent of the City's

          9  private sector jobs in 2004 and four percent of the

         10  total private and public sector employment; 33,888

         11  self- employment jobs represented 21 percent of the

         12  total high tech employment and that number is

         13  growing.  High tech jobs generated earnings of

         14  almost $12.5 billion in 2004, accounting for almost

         15  six percent of the City's total private employment

         16  wages and self- employment income.

         17                 Our three largest tech industries,

         18  each with over 25,000 jobs in 2004, were management

         19  and tech consulting services, computer services,

         20  design and related services, architecture and

         21  engineering services.

         22                 There are about 96,000 individuals

         23  employed in core tech occupations in the City and

         24  they represent two and a half percent of the total

         25  work force.
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          2                 The challenge of all this is, of

          3  course, that executive at tech firms indicate that

          4  reducing the overall costs of doing business would

          5  be the most beneficial  --  I think the small

          6  businesses in my neighborhood say the same thing  --

          7    while stressing that assistance with access to

          8  skilled employees  -- very important  --  access to

          9  capital and identifying and forming strategic

         10  partnerships are very important.

         11                 A few firms, and I think you'll hear

         12  from them, have received government grants or

         13  funding.  I know Bruce Bernstein has been saying

         14  that for a long time.

         15                 Anyway, we're glad to have you.  We'd

         16  love to have the representative speak first who is

         17  here from EDC.  I think it's Saul Shapiro, and

         18  welcome all of you.  Thank you for this very large

         19  turnout.

         20                 While you're sitting down, I'd like

         21  to thank Colleen Pagter for being the Policy

         22  Analyst, Jeff Baker, Counsel to the Technology

         23  Committee and John Smyth who is Counsel to the

         24  Committee on Economic Development.

         25                 Go ahead, Mr. Shapiro.  Thank you for

                                                            10

          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2  joining us.

          3                 MR. SHAPIRO: Thank you, and I'm

          4  joined today by Wendy Lader, who is a Vice President

          5  in our telecom group.  Good afternoon, Chairpersons

          6  Brewer and White, and members of the Council.  My

          7  name is Saul Shapiro.  I'm Vice President for

          8  Technology, Media and Telecom for the Business

          9  Development group of the New York City Economic

         10  Development Corporation.  Our role is to assist

         11  companies already here to grow and prosper and to

         12  market the City to companies that would benefit from

         13  locating here.  EDC's Business Development group

         14  includes sector specialists playing a similar role

         15  to mine in supporting financial services, fashion,

         16  non- profits and biotechnology.  I appreciate the

         17  opportunity to come before you today to speak about

         18  promoting high tech business in New York.

         19                 As ITAC's recent report Buried

         20  Treasure notes, it's difficult to pin down a precise

         21  definition of high tech.  In the few sectors in

         22  which the Bureau of Labor Statistics unambiguously

         23  quantifies tech jobs, such as you spoke of,

         24  scientific R&D, computer science system design, tech

         25  employment in the City has risen more than 25
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          2  percent from the post- bubble depths of 96,000 in

          3  2003 to almost 120,000 as of August 2007.

          4                 The City has had some notable

          5  successes recently including welcoming Google's New

          6  York City beach head office in Chelsea, housing some

          7  1,500 employees, and the recent announcement that

          8  AOL will be moving its headquarters and 400 jobs to

          9  Union Square.  In both cases, these icons of

         10  technology have come here to be closer to their

         11  customers, closer to the media talent and the

         12  prestige of locating in the world's media capital.

         13  This speaks directly to the conclusions of the ITAC

         14  study.  Tech jobs in New York City are tightly tied

         15  to, and counted as being part of, the large sectors

         16  in which the City dominates, especially finance and

         17  media.

         18                 EDC has made great efforts in

         19  investments to close the perception gap to encourage

         20  new high tech investment.  One important example is

         21  the New York City Bioscience Initiative, whose focus

         22  is to elevate the global visibility of New York City

         23  to be part of the consideration for biotech

         24  companies looking to establish new offices and

         25  facilities.  We promote and sponsor activities that

                                                            12

          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2  highlight the City's bioscience strength.  Media

          3  interviews and participation in regional and

          4  international biotech conferences support the

          5  branding of New York City as a location for biotech.

          6  The New York City Bioscience newsletter and website,

          7  produced in cooperation with the Partnership for New

          8  York City, are intended to showcase the City's

          9  biotech strengths and create awareness of the

         10  existence, and the viability, of this emerging

         11  cluster in the City.

         12                 In perhaps the clearest sign of the

         13  City's commitment to the biotech sector, EDC

         14  partnered with Alexandria Realty, the country's

         15  leader in development of science parks, to create

         16  the East River Science Park.  East River will be the

         17  City's flagship location for future bioscience

         18  expansion in New York. With about 3.7 acres zoned

         19  for bioscience use, we expect to create over half a

         20  million square feet of R & D space in the first

         21  phase with a total of 1.1 million square feet of

         22  commercial lab space expected by project completion.

         23                 The City and State's funding of New

         24  York City's biotech exceeds $100 million dollars,

         25  which includes investments in the Audubon incubator
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          2  at Columbia University, SUNY Downstate, East River

          3  Science Park and BioBAT along the Brooklyn

          4  waterfront.

          5                 In biotech, New York City has all of

          6  the elements to create a world class biotech

          7  cluster, including nine academic medical centers and

          8  125 venture capital firms investing in healthcare.

          9  The City is the top metro area for bioscience

         10  employment.  All that is lacking is the commercial

         11  lab space, and with the City's investments in

         12  support of building the East River Science Park and

         13  BioBAT in Brooklyn, this is now being addressed head

         14  on.

         15                 Of course, we won't rest on the

         16  laurels of our biotech accomplishments.  As a

         17  technology specialist, I target any company in the

         18  sector that can benefit from being located in New

         19  York, occasionally resorting to financial incentives

         20  that specifically promote job growth or capital

         21  investment.  Although the EDC's ability to provide

         22  discretionary aid is limited, there are a variety of

         23  programs in place, available as- of- right, that

         24  specifically help small tech companies.  Both the

         25  Qualified Emerging Technology Company Employment
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          2  Credit and the QETC Capital Tax Credit can provide

          3  hard cash to growing tech firms.  Since January

          4  2006, this New York State program has provided

          5  refundable credits for research development and

          6  training expenses to qualified companies, allowing

          7  as much as a million dollars in cash payments over

          8  four years to companies when they need it most,

          9  during their start- up phase.  This is one of the

         10  most aggressive and generous incentive programs of

         11  its type in the country.  The EDC is currently

         12  working to develop educational and marketing

         13  materials to make applying easier and more

         14  accessible to tech companies located here.

         15                 The City's core industries also drive

         16  the development of the high tech field.  Given the

         17  City's overwhelming strengths in finance, media and

         18  professional services, New York City has an

         19  advantage for tech companies developing industry

         20  specific applications.  By being closer to their

         21  customers, with access to deep institutional

         22  knowledge bases, small IT firms can cater to tightly

         23  targeted markets.  This proximity helped lead to the

         24  establishment of Silicon Alley during the dot-com

         25  era, with financial and media oriented companies
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          2  opening in every business district in the City.  And

          3  it's supporting the growth of the new so- called Web

          4  2.0 revolution of on- line services such as New York

          5  based Meetup.com's social network and Motionbox's

          6  video sharing service located, I might add, at NYSIA

          7  incubator at 55 Broad, as well as opportunities for

          8  more established internet companies like Barry

          9  Diller's Interactive Corp and advertising technology

         10  pioneer, DoubleClick, recently acquired by Google.

         11                 Just early this summer, Oracle

         12  announced plans to locate its financial services,

         13  global business unit, including some jobs that had

         14  been India, to Lower Manhattan to be closer to its

         15  customers.

         16                 So while New York has been successful

         17  in fostering the growth of important concentrations

         18  of companies in finance, professional services,

         19  advertising and media, we have consistently lagged

         20  behind tech and bioscience centers such as Boston

         21  and the San Francisco Bay area.  The New York metro

         22  region consistently ranks third or fourth in the

         23  Price Waterhouse Money Tree survey of venture

         24  capital investments, behind Silicon Valley in

         25  California and Massachusetts' Route 128 clusters.
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          2                 Conventional wisdom says these areas

          3  attract new firms because of the presence of MIT and

          4  Stanford, universities known for generating a steady

          5  flow of new ideas and technologies. Yet New York can

          6  boast more college graduates than the next three

          7  largest U.S. cities combined, or almost twice that

          8  of the entire population of San Francisco.  Columbia

          9  and Polytechnic Universities both have world class

         10  engineering programs, and New York City has the

         11  country's largest concentration of academic medical

         12  centers, prolific developers of biotech- based

         13  intellectual property.

         14                 So why is the City not recognized for

         15  the strength of its tech sector?  In part, we are a

         16  victim of our own success. The best and brightest of

         17  our technical talent has been lured by the rich

         18  opportunities on Wall Street and Madison Avenue.

         19  The high density of large corporations makes it that

         20  much harder for small start- ups to gain traction,

         21  or even find affordable space.

         22                 Also, New York's most seasoned high

         23  tech entrepreneurs have only two or three start- ups

         24  behind them compared to six or seven for the Bay

         25  area, making it difficult for investors to field an
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          2  experienced management team here.  We need,

          3  therefore, to understand the complexities of the

          4  City's strong high tech economy with the City's

          5  economy as a whole.  We can then proceed to fill in

          6  key gaps.

          7                 With East Riverside Park well

          8  underway, the EDC is already turning its attention

          9  to other constituents of the tech sector.  We are

         10  actively considering what the City can do to promote

         11  the growth of tech in New York, which of course

         12  includes close attention to ITAC's thoughtful

         13  recommendations.

         14                 It was just 50 years ago that our

         15  country's perceived leadership in science and

         16  technology was tested as the Soviet Union's Sputnik

         17  sailed across the skies.  Now is then.  It's not

         18  just New York City that needs to work harder to

         19  develop high quality technology jobs, but a matter

         20  of national importance. Ultimately, this isn't an

         21  issue of New York versus Silicon Valley, where our

         22  success is won their expense.  The City needs to

         23  focus its efforts on those segments of the tech

         24  sector where we have the greatest chance of creating

         25  and developing tech jobs that stay in New York City,
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          2  leveraging our core competencies.

          3                 The EDC is committed to building on

          4  what we have learned through promoting biotech and

          5  working closely with the other organizations, many

          6  of them here today, which share our interests to see

          7  a vibrant, thriving tech sector in New York City.

          8                 Thanks very much for your attention.

          9  I'll be happy to take any questions.

         10                 CHAIRPERSON BREWER: We've been joined

         11  by Council Member Diana Reyna.

         12                 I have a couple of questions, but

         13  certainly, others should jump in.  One of the ones

         14  that I want to start with is I know that you've read

         15  the report that was put together, Buried Treasure.

         16  I know you mentioned a couple of ways in which you

         17  are supporting the companies, but there were a lot

         18  of other suggestions that came out of the report.  I

         19  was just wondering if you've addressed some of them,

         20  or what you think of them.

         21                 MR. SHAPIRO: Well we're certainly

         22  looking very closely at the recommendations.  I

         23  think they're very carefully considered.  Some

         24  extend a little bit beyond  --

         25                 CHAIRPERSON BREWER: That's because
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          2  Sandy Bayer wrote it.  Go ahead.

          3                 MR. SHAPIRO: We are going to take a

          4  very close look at it.  We want to make sure that

          5  there aren't already opportunities in place to

          6  address some of the concerns.

          7                 As I mentioned, the QETC program,

          8  already in place, is very generous.

          9                 CHAIRPERSON BREWER: How many

         10  companies do you think have taken advantage of that?

         11    Do you track?

         12                 MR. SHAPIRO: Well, you know, it's a

         13  State program, and the data from Department of

         14  Finance that I've seen only dates from 2003 or '04.

         15  It was only January of '06 that they made it a

         16  refundable credit, which means that the company can

         17  actually get a check at the end of tax season.  So I

         18  think they're only seeing those results come through

         19  now, and honestly, I don't have a good number.

         20                 CHAIRPERSON BREWER: How does the City

         21  track technology employment?  Obviously, that's a

         22  broad field, but how do you  --  because the report

         23  did quite a bit of tracking.

         24                 MR. SHAPIRO: Yes, and actually, I

         25  want to thank ITAC for doing a great job on a very
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          2  tough issue.  The Bureau of Labor Statistics does

          3  not break out high tech as a sector in and of

          4  itself, and so we can only capture a subset of it as

          5  they discussed in the ITAC report.  As I mentioned,

          6  the BLS is dated through August 2007, and in the

          7  category that I think we all would consider high

          8  tech has grown 25 percent in New York since the time

          9  ITAC's data was available.

         10                 CHAIRPERSON BREWER: Okay.  Obviously

         11  something that we've talked about in other hearings,

         12  and I know that you're focused on because I know

         13  CUNY is, we want to brand ourselves as a leading

         14  technology center.  We're not 128, and we're not

         15  California.  We're New York, but how do you work on

         16  the branding? But also you mentioned some of the

         17  universities that are here.  We know them well.

         18  They are equally good if not better than other ones

         19  in the country.  The question is two questions, two

         20  part.  One is how do we brand ourselves?  Obviously

         21  some of the larger companies Google and AOL are here

         22  perhaps because of being close to customers, the

         23  media et cetera.  That's part of branding I would

         24  assume, but also the universities can help.  We've

         25  always have had a challenge putting the universities

                                                            21

          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2  and the jobs in a streamlined situation.

          3                 I have two questions.  What's the

          4  branding, and how are we working more closely with

          5  the universities to provide labor force for this

          6  sector?

          7                 MR. SHAPIRO: With respect to the

          8  branding, I think you hit the nail on the head in

          9  that we have to attract and focus on companies that

         10  can benefit from the opportunities that New York

         11  specifically provides.  That's true with so many of

         12  the other successful sectors here.  It's access to

         13  finance.  It's access to decision makers at the

         14  highest levels of the corporations, and it's access

         15  to their customers.  I think as we look through the

         16  type of companies that do emerge in New York in the

         17  high tech sector, they do tend to be taking

         18  advantage of content and services as opposed to

         19  fundamental core technology that say someone like

         20  Cisco or Intel would be focused on.

         21                 So I think the branding in New York

         22  has as much to do with the development of the two

         23  dot- com applications of social networking, of

         24  extending advertising opportunities.

         25                 Google has clearly seen that, and
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          2  although a large portion of their employees here are

          3  here to sell, they have a very, very strong

          4  engineering group here with I think 500 or 600

          5  employees already.  I think that speaks for itself

          6  how important it is and what the opportunity is for

          7  the tech sector in New York.

          8                 With respect to universities, with

          9  the addition of some of the folks here, I've been

         10  participating in a group of technology- based

         11  economic development officers from the universities.

         12    We get together on a regular basis.  Regrettably,

         13  they have not been able to meet recently due to some

         14  funding issues, but it did help establish a very

         15  strong network amongst the universities, and it is

         16  our intent to continue to work and develop those

         17  relationships and try to improve the flow of ideas

         18  and partnerships through the universities.

         19                 CHAIRPERSON BREWER: When did you want

         20  to answer that because I know that's something that

         21  the broadband has been looking at also?  I went to

         22  some of those meetings, and I do think they need to

         23  be strengthened, and continued, and funded, and

         24  enhanced, et cetera.

         25                 MS. LADER: I know they do that in
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          2  Boston for sure.

          3                 The Broadband Advisory Committee has

          4  done a very good job at holding hearings throughout

          5  the boroughs to talk about the needs of universities

          6  and schools, and the Broadband Feasibility Study

          7  that you referred to is examining the state of

          8  broadband infrastructure across the five boroughs to

          9  make sure that broadband is universally available

         10  and affordable for businesses of all types, large

         11  and small, as well as residents.  I know that the

         12  ITAC study called for the Mayor's Planning team to

         13  reach out to technology executives at large firms to

         14  assess their needs, and the study is doing exactly

         15  that.

         16                 CHAIRPERSON BREWER: Okay.  Council

         17  Member Koppell.

         18                 COUNCIL MEMBER KOPPELL: Thank you

         19  very much.  I'm pleased to see the efforts you're

         20  involved in.  I must apologize. I haven't read the

         21  report that was made reference to, but in asking the

         22  high tech companies what is the most important thing

         23  that they need if they were to locate here, what

         24  answer do they give, or would they give, given your

         25  knowledge of their needs?
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          2                 MR. SHAPIRO: Sure.  Well we hear

          3  consistently a few issues.  Of course, it depends on

          4  the company and what challenges they're facing.  One

          5  of the big issues in New York is finding affordable

          6  space.  Initially, as they grow, they might be our

          7  equivalent of a garage start- up in someone's living

          8  room or an old studio, but as they outgrow that and

          9  need to find office space, it's difficult,

         10  particularly in a very hot real estate market now

         11  where the building owners and landlords want to deal

         12  in very large spaces and these people only need

         13  three or four thousand square feet.  We do try to

         14  help them identify opportunities, and there are

         15  actually a lot of new services on- line that help

         16  people find spaces, but all the prices are going up,

         17  and it's a challenge for them.

         18                 The other, of course, is funding.

         19  They're all looking for additional funding,

         20  additional cash, and we try to point out the

         21  benefits of the QETC program, which can really be

         22  very effective.  It's already available as- of-

         23  right to inject money into these companies.

         24                 COUNCIL MEMBER KOPPELL: While I

         25  recognize that there are risks and perhaps
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          2  theoretical fairness issues with respect to

          3  providing space by the City, you perhaps could

          4  create certain space --  and maybe you're already

          5  doing this  --  where you could allow start- up

          6  companies basically to have a garage so to speak, a

          7  small laboratory, even small office space during the

          8  time when they are incubating and provide guidelines

          9  so that once they start to become Google, we're no

         10  longer subsidizing them, which is, I guess, the

         11  concern.

         12                 I'm wondering whether maybe we should

         13  embark on  -- and maybe you're already doing this

         14   --  the construction, or the obtaining of space

         15  where we would say all right, we're going to get a

         16  large structure, and we're going to have a hundred

         17  spaces there, offices, laboratories that we are

         18  going to give to start- ups if they can show that

         19  they have something worthwhile.  We'll let them stay

         20  for x amount of time until they reach a certain

         21  time, or they reach a certain profitability, and

         22  then they're going to have to go out on their own,

         23  but that would attract them to start work here, or

         24  start business here.  Is that something you're

         25  doing?  Is that something we should be doing?
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          2  Should we have maybe some special real estate tax

          3  incentives directed?  You mentioned a State program.

          4    Do we have a City program where we could give tax

          5  incentives to businesses, real estate taxes, which

          6  is the principle tax that they're probably paying to

          7  the City?  They're probably not paying that much

          8  income tax because they're probably not initially

          9  earning that much.  So I'm talking about now

         10  attracting small companies, start- ups.  Should we,

         11  as a City Council, be considering any of those

         12  approaches?

         13                 MR. SHAPIRO: I think that's a very

         14  excellent suggestion.  Certainly, in the East River

         15  Science Park it's essentially the model we're

         16  following without the City investing directly in the

         17  building.  Alexandria is shouldering the risk and

         18  the expense of the building itself, and the City's

         19  investment has been to underlying infrastructure.

         20  The intent there is to attract small companies and

         21  give them an opportunity to get a foothold and then

         22  continue to provide further opportunities as they

         23  grow.

         24                 With respect to the digital media

         25  type start- ups and the like, we're always looking
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          2  for opportunities to try and help them.  I'm not a

          3  tax expert.  I'm not familiar with all the

          4  opportunities, but I think you are aware that an

          5  Empire Zone was created in the Lower East Side

          6  recently that could help mitigate some of the tax

          7  burdens that small companies would see if they

          8  locate there, and we do work to promote that.

          9                 COUNCIL MEMBER KOPPELL: What about

         10  the City building a building, an incubator building,

         11  with the kind of rules that I suggested that would

         12  prevent abuse?

         13                 MR. SHAPIRO: It sounds like a

         14  fascinating idea that I think we need to look at

         15  very carefully.  I mean the economics of that would

         16  have to be studied.

         17                 COUNCIL MEMBER KOPPELL: Well I think

         18  it's an idea, Madam Chair, that we might look at in

         19  terms of the City building some kind of incubator.

         20  I think that has been done in other parts of the

         21  country.  I recall reading about it, and I think

         22  it's something the City might consider.

         23                 CHAIRPERSON BREWER: Thank you very

         24  much.  We've been joined by Council Member Alan

         25  Gerson, Lower Manhattan czar, and Council Member
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          2  David Weprin, who is head of the Finance Committee,

          3  and Council Member Diana Reyna has a question.

          4                 COUNCIL MEMBER REYNA: Thank you,

          5  Chairperson Brewer. I just wanted to take this

          6  opportunity to ask Mr. Shapiro  -- there's been

          7  reference as far as affordable space for these high

          8  tech sector companies to come in to play within New

          9  York City.  In particular, I'm interested in the

         10  outer boroughs as far as giving them opportunity for

         11  affordable space since, in the last four years,

         12  we've seen a greater strength in protecting our

         13  industrial manufacturing zones.  Now there's

         14  designated industrial business zones where we're

         15  hoping to see lesser pressure from the residential

         16  market.  Of course, we lost a lot of manufacturing

         17  space due to variances so that a lot of it has been

         18  converted, but there's still a good portion out

         19  there that remains viable.  How much referral do you

         20  do to the IBZ's?

         21                 MR. SHAPIRO: We certainly put

         22  companies in touch with the IBZ's.  Although, as you

         23  mentioned, they tend to focus on industrial

         24  manufacturing, and it's a very gray area between

         25  what manufacturing and where it turns into what we

                                                            29

          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2  might think of as high tech and the like.  We

          3  certainly do try to refer companies that would be

          4  manufacturing focused in terms of what I've always

          5  thought of as bending metal to the IBZ's.

          6                 A lot of the companies that we might

          7  think of as high tech tend to be in the 21st century

          8  focused on software and computer and internet

          9  applications, and they can work in what we might see

         10  as more standardized office space.  We do promote

         11  the REAP program, Relocation Employee Assistance

         12  Program.

         13                 COUNCIL MEMBER REYNA: I was just

         14  about to ask you.

         15                 MR. SHAPIRO: In addition to QETC, a

         16  company that is eligible for REAP, which is

         17  essentially any company that moves to the outer

         18  boroughs that has been incorporated for more than

         19  two years, is eligible for a grant of $3,000 dollars

         20  per employee per year for 12 years.  It's a net

         21  present value of over $20,000 dollars per employee.

         22  I've actually compared it to New Jersey's comparable

         23  program, and on average, they are only paying about

         24  $14,000 or $15,000 dollars for similar kinds of

         25  jobs.  So I think we have a very competitive program
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          2  available for companies to attract them to the outer

          3  boroughs.

          4                 COUNCIL MEMBER REYNA: But how

          5  successful are they? I think we're losing track of

          6   --  Are these benefits being utilized so that a

          7  combination of REAP and IBZ and an Empire Zone --

          8  You're talking about a pretty good package there.

          9                 MR. SHAPIRO: Right.  I am familiar

         10  specifically with one company called Wireless

         11  Generation located in Brooklyn.  I think they have

         12  at least 150 employees, and forgive me if I don't

         13  get the numbers precisely right, but their net

         14  effective rent after REAP and other benefits was in

         15  the single digits per square foot, and they've been

         16  very pleased with that.

         17                 I know also that Northrop Grumman

         18  which has the contract for the City's emergency

         19  wireless system, that DoITT's managing, also located

         20  to Brooklyn to take advantage of the benefits

         21  available there.

         22                 In the last year or so, I've seen a

         23  tremendous increase in interest in companies who go

         24  to the other boroughs and are more willing to put

         25  the other boroughs in their consideration set as
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          2  they try to determine where to locate.

          3                 COUNCIL MEMBER REYNA: Mr. Shapiro,

          4  you had mentioned when you think of manufacturing

          5  industrial you think about bending metal.  I just

          6  want to state for the record that the industries are

          7  changing, and they're so ever- evolving that no

          8  longer are you seeing that as the higher end of the

          9  market in industry.  When it comes to the zone,

         10  you're talking about a combination of warehousing,

         11  distribution, a food market that has grown

         12  exponentially, and so there's room to include the

         13  high tech industry.

         14                 I think we need to work with the

         15  population that's out there looking for space to

         16  matching them up with the appropriate venues that

         17  exist, and I know that GMDC, the Greenpoint

         18  Manufacturing Development Corporation, we've gone a

         19  step beyond just creating an IBZ, taking advantage

         20  of REAP and throwing in the Empire Zone, and created

         21  what's also considered affordable space, acquiring

         22  land through subsidized capital funding that,

         23  through the City Council, I was able to grant them

         24  to be able to stabilize affordable space.  So that's

         25  an additional benefit, but attracting the industry
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          2  is something that you can help us do.

          3                 MR. SHAPIRO: Right, and they need to

          4  be made aware of the opportunity.

          5                 COUNCIL MEMBER REYNA: Absolutely, and

          6  we don't have access to that.

          7                 You mentioned three different

          8  components that the industry is looking for, access

          9  to finance, access to executive level of decision

         10  making and access to customer base.  I think we can

         11  provide all three working together.  In the City of

         12  New York, outside of Manhattan, there's great

         13  potential for it.  So I wanted to just share that

         14  with you because I don't see the high tech industry

         15  coming into what I would consider a very viable area

         16  such as the northern Brooklyn section of the City of

         17  New York.

         18                 MR. SHAPIRO: I appreciate your

         19  comments and suggestions.  We do have several people

         20  at the EDC focused primarily on real estate

         21  opportunities.  They are in close touch with local

         22  development corporations across the City, and we do

         23  try to connect companies as appropriate.

         24                 Specifically, it might be a little

         25  off topic, but the food service and food preparation
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          2  is a very big and important active sector that we

          3  are trying to help.  I don't have a lot of specific

          4  information from my area, but I'd be happy to

          5  follow- up on that.

          6                 COUNCIL MEMBER REYNA: I appreciate

          7  it.  Part of the conversions of a lot of the spaces

          8  in the manufacturing zone were live/work spaces

          9  where these small entrepreneurs of web designers

         10  started in these manufacturing buildings.  Since

         11  then, they've grown and so they've moved out, but

         12  obviously there is a calling for it when it's

         13  underground, but when it's becoming more of a

         14  legitimate business, it doesn't seem to remain.

         15  What are we missing here?  That's the piece that I'm

         16  trying to figure out, and it would be great if  --

         17  You already have a documentation from ITAC.  There's

         18  a growing percentage of the industry.  You know

         19  matching neighborhoods to that industry is my

         20  message to you because it's here.  It's not anywhere

         21  else, and I don't know what we're doing wrong to

         22  keep them there other than affordable space and a

         23  lack of benefits.  The benefits are there.  I think

         24  we just need to guide the companies as to how to

         25  take advantage of them.
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          2                 MR. SHAPIRO: I'd say there's been a

          3  real up swell of grass roots activity amongst the

          4  tech sector.  There are a lot of groups that are

          5  getting together in and of themselves because there

          6  is stuff going on.  There's one meeting a month

          7  that's run by leadus.com.  It tracks 400 or 500

          8  mostly young people to hear different ideas, share

          9  ideas.  I try to get to them.  I've been even

         10  getting words out on some blogs sometimes to try to

         11  get the word out about some of the programs

         12  available.

         13                 As I mentioned, we're going to be

         14  working to more proactively market the opportunities

         15  of the benefits that are available and how we can

         16  help these companies so that we can retain them and

         17  grow them.  I think it's particularly Brooklyn and

         18  Queens are very rich opportunities for growth in

         19  those areas.

         20                 COUNCIL MEMBER REYNA: Thank you.

         21                 CHAIRPERSON BREWER: Thank you very

         22  much.  I have a couple  --  In your last comment,

         23  you mentioned leveraging our core competencies.

         24  Picking up on what Council Member Diana Reyna was

         25  talking about, I just want to  --  You listed them,
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          2  but I want you to actually list what you think the

          3  core list is, and then I'm also picking up on

          4  Council Member Diana Reyna  --  One of the ITAC

          5  suggestions is to create an Office of Science and

          6  Technology Enterprises.  That would help maybe with

          7  your university sector relations.  Obviously EDC is

          8  doing some of that, but I want to know if you have

          9  any comment on this particular office, and I do want

         10  you to list some of the core ideas that you might

         11  have as a result of today, and previous, to thinking

         12  about this, the core competencies.

         13                 MR. SHAPIRO: Well when I mentioned

         14  the core competencies, I was referring to the type

         15  of business and economic opportunities that would

         16  exist for the so- called tech companies to find

         17  business and grow their business.  As I said, we

         18  don't really have the kind of space, or demand for

         19  an Intel making chips, or Cisco making servers, but

         20  we do have demand, and it's evidenced by the recent

         21  activity in mergers and acquisitions of companies in

         22  New York that do focus on the media sector, on

         23  financial services, on serving the rest of the

         24  professional services sector.  These have always

         25  been areas where the City's been strong.  We've
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          2  always seen growth there, and I think particularly

          3  as the sectors dynamic in the 21st century through

          4  the use of new technology, that it's incumbent upon

          5  us to assure that we are serving them well and

          6  serving them as they're transitioning the nature of

          7  their business so that we capture the benefits of

          8  that growth and keep it in the City.

          9                 I'm very interested in ITAC's

         10  proposal on the Office of  --  What is it?

         11                 CHAIRPERSON BREWER: Science and

         12  Technology Enterprises.

         13                 MR. SHAPIRO: Science and Technology

         14  Enterprises.

         15                 CHAIRPERSON BREWER: You could think

         16  of a new name, but that's a good one.

         17                 MR. SHAPIRO: We are looking closely

         18  at all of the recommendations.  I'm not at a point

         19  where we can speak definitely to it.  It requires

         20  more assessment of what facilities and services are

         21  already in place in the City.  We don't want to

         22  duplicate efforts.  It may be possible to refocus

         23  some efforts and accomplish the same goal, but we

         24  are looking into that.

         25                 CHAIRPERSON BREWER: Okay.  The other
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          2  issue is obviously you're focused on biotech and

          3  high tech.  Are there some synergies where they can

          4  work together?  They are two very different types of

          5  enterprises, but there are relationships.  What are

          6  you doing to help one help the other, and help the

          7  City as a whole?

          8                 MR. SHAPIRO: I think from our

          9  perspective, we love all our tech children.  I think

         10  you're right that biotech  --

         11                 CHAIRPERSON BREWER: The political

         12  answer, Mr. Shapiro.

         13                 MR. SHAPIRO: Right.  I've learned

         14  everything I know at the seat  --

         15                 CHAIRPERSON BREWER: Keep going.

         16  You're digging deeper.  Go ahead.

         17                 MR. SHAPIRO: The biotech sector, I

         18  think I brought it out and tried to focus on it here

         19  because I really think it created a good model for

         20  what a city can do to support the development of a

         21  particular sub- sector.  In this case, a sub- sector

         22  of a broader technology sector.  I don't know if it

         23  requires the level of infrastructure improvement

         24  commitments, but there definitely were opportunities

         25  that we've identified in raising the awareness of
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          2  the sector as a whole as an opportunity for New York

          3  to be part of what we call the consideration set.

          4                 I think in this other area of tech,

          5  it's the same kind of issue.  I really don't think

          6  that it's going to be as part of the consideration

          7  set of companies that might be outgrowing their

          8  space, or looking for new markets, if they are

          9  outgrowing the Boston area or even coming from

         10  Europe and wanting to establish a U.S. presence.

         11  Tech companies may not be looking at first at New

         12  York.  In fact, we actually have a very active

         13  effort to outreach tech companies in Israel.

         14  There's a very active tech community.

         15                 CHAIRPERSON BREWER: Very.  I've met

         16  with them.

         17                 MR. SHAPIRO: There are a lot of firms

         18  based here in New York that reach out to the Israeli

         19  tech community, and we are trying to identify those

         20  companies and see if we can help them locate the

         21  U.S. offices here.

         22                 CHAIRPERSON BREWER: I mean that sort

         23  of begs the next question, which is we talked about

         24  the university's producing employees, but how do you

         25  now match skilled employees with companies?  Is that
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          2  something that the City does actively, or is it

          3  something the companies do on their own?  It doesn't

          4  go through the One Stop Center.  That I know.

          5                 MR. SHAPIRO: On that level, I'm

          6  sorry, I'm not aware of what the universities might

          7  be doing.

          8                 CHAIRPERSON BREWER: Or even what the

          9  City's doing, or is the City doing anything to help

         10  the skilled employee?

         11                 MR. SHAPIRO: Through the DOE or SPS

         12  perhaps.  I'm just not sure.  I'm sorry.

         13                 CHAIRPERSON BREWER: Okay.  All right.

         14    The other question I have is what is the way in

         15  which you think the next steps are going to proceed?

         16    I know you've talked perhaps as a result of this

         17  report and certainly as a result of some of the work

         18  that's ongoing from the State, and I have to give

         19  the Governor credit because I think there's a lot of

         20  support from that sector, which didn't exist before.

         21    It's got a similar thinking staff in terms of

         22  technology and jobs around the State.  So what are

         23  some next steps that you're thinking about in

         24  addition to your testimony, maybe things that are

         25  coming out of the report that are immediate that
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          2  could be taken to help the sector?

          3                 MR. SHAPIRO: Well what we're planning

          4  and what we have been working on  --  and I know

          5  Sara and the folks at ITAC are aware of it.  I'll

          6  give them credit to say that all our efforts have

          7  been stimulated by the release of the report, but

          8  frankly we have been working on similar issues for

          9  some time.  In particular, as I mentioned, I think

         10  QETC is a very rich and ripe opportunity. We plan on

         11    marketing that more effectively.  We're going to

         12  figure out how we can make it easier for the

         13  companies because I think they kind of get a little

         14  glazed over when the see government benefits and

         15  plans, and we need to try to break through those.

         16  We're also going to take some of the lessons and the

         17  materials we've learned about and developed through

         18  focusing on the biotech and apply them to a broader

         19  dimension of the tech sector.  I think that's the

         20  near term horizon over the next few months.  I'm

         21  hopeful we'll, through our strategic planning group,

         22  we'll be able to identify more specific activities

         23  to have long range opportunity, and we were looking

         24  at those before the report came out, when the report

         25  came out and in the aftermath.
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          2                 CHAIRPERSON BREWER: We've been joined

          3  by Council Member James Sanders and Council Member

          4  Letitia James.  Any other questions?

          5                 Thank you very much, and I'm sure

          6  we'll be in contact.

          7                 MR. SHAPIRO: All right.  Thank you

          8  very much.  I really appreciate it.

          9                 CHAIRPERSON BREWER: Thank you.  Our

         10  next panel, Frank Madison from ITAC, who is our hero

         11  for today, Bruce Bernstein who is from NYSIA, and

         12  Dr. Victor Goldsmith from Pace University. If Mr.

         13  Medeiros is here, he should join us.

         14                 Mr. Madison, do you want to start?

         15                 MR. MADISON: Yes, madam.  I will.

         16  Thank you so much.  My name is Franklin Madison for

         17  those of you who don't know me.

         18                 CHAIRPERSON BREWER: Everybody knows

         19  you.

         20                 MR. MADISON: Your lips to God's ears.

         21                 I am the Director of Technology

         22  Programs for ITAC, the Industrial and Technology

         23  Assistance Corporation of New York. We're a not-

         24  for- profit dedicated to creating and retaining jobs

         25  for New Yorkers.  I would like to begin by thanking
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          2  the Honorable Thomas White and Honorable Gale Brewer

          3  for recognizing the merits of our report and for

          4  understanding the serious issues that effect the

          5  growing technology companies in New York City.  I

          6  also want to thank the Honorable Diana Reyna for her

          7  support for ITAC, especially with the Move Smart

          8  program and helping us to really relocate a lot of

          9  advanced technology businesses and manufacturing

         10  businesses more specifically in New York City.  So I

         11  want to thank you for that.

         12                 We work with technology companies,

         13  and when we say technology, I want to frame this.

         14  Even though IT is our largest and one of the most

         15  important sectors in New York City, it goes to

         16  robotics.  It goes to Department of Defense related

         17  firms.  It goes to medical firms, biotech, nanotech.

         18    So I want to make sure we have a framework of

         19  technology in its largest aspect.

         20                 We've been doing this for over two

         21  decades.  We've been offering entrepreneurship

         22  training, business planning, technical assistance,

         23  support for R&D funding through programs like SBIR

         24  and STTR and access to other types of funding from

         25  the State, such as venture capital and angel
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          2  investment from the business community.

          3                 It's not what we do because of the

          4  funding.  We do it because we're extremely

          5  passionate about this because there's a lot of us

          6  that could be working elsewhere.

          7                 Our study was born out of an original

          8  question that came from the President of ITAC, Sara

          9  Garretson.  We simply wanted to know what is here?

         10  What is in New York City?  What kind of businesses

         11  exist here that are in the technology sector that

         12  may not get the attention that they deserve?

         13  Hopefully, our report answered a lot of those

         14  questions.  What we've learned is that New York City

         15  has a very complex and robust technology sector.

         16  It's comprised of large and small businesses

         17  conducting high level research and development and

         18  applying innovative technology across many

         19  industries.  Again, IT is our largest sector, but

         20  there are other sectors that are equally as

         21  important.

         22                 As stated earlier, we've attracted

         23  the likes of Google, AOL and Pfizer, and we're home

         24  to some of the most groundbreaking research in the

         25  world with institutions such as the New York
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          2  Botanical Gardens, the American Museum of Natural

          3  History, Memorial- Sloan Kettering Cancer

          4  Institution, New York Structural Biology Center and

          5  Cornell- Weill Medical Center.

          6                 In addition, the City has many

          7  university research centers such as CUNY, Columbia,

          8  Pace  --  sitting to my right  -- New York

          9  University, Manhattan College and Polytechnic

         10  University. As stated earlier, New York City

         11  graduates more science students than Boston or San

         12  Francisco as noted in our report.

         13                 Despite rumors to the contrary, there

         14  are tons of technology jobs here.  Many of our main

         15  businesses have a high number of employees engaged

         16  in R&D activities creating products and services

         17  that enable them to thrive in the global

         18  marketplace.  So the report hopefully shows that

         19  we're in a very unique position. This report we

         20  think is good for the City, and now we can work

         21  together with a lot of agencies to help kind of make

         22  the dreams that we have, or at least the

         23  recommendations we have in this report, come true.

         24                 One thing I want you to learn about

         25  us is that we don't believe that we can do this by
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          2  ourself.  We're the type of organization that

          3  believes in involving all of the local R&D and all

          4  the technology organizations as one to help do this

          5  together because we know this is a heavy lift, and

          6  we don't think we can do it on our own.

          7                 Many technology companies have

          8  thrived in our economy, but the world really doesn't

          9  know this so it's difficult to attract more capital

         10  and more skilled labor.  Small technology companies

         11  need financial help in order to grow here, and we

         12  want the City to recognize and support technology as

         13  a viable sector for growing jobs here.

         14                 I want to go to a report that the

         15  Kaufman Foundation and the Information Technology

         16  and Innovation Society recommended. That

         17  municipalities adopt a strategy for the new economy

         18  that fosters new entrepreneurial activities and

         19  helps existing firms innovate and become more

         20  productive.  They have a book out called the 2007

         21  State New Economy Index and it lists the State as

         22  number five in knowledge jobs, number three in

         23  Gazelle jobs  --  these are the jobs with rapidly

         24  growing firms  --  number seven in new economy or

         25  global jobs and number seven in patents.  We need to
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          2  improve these numbers.

          3                 New York State has also recognized

          4  the City as a viable partner in the retention and

          5  further development of technology jobs.  A lot of

          6  our support comes from the City, but a lot of our

          7  support also comes from the State, and our State

          8  representative here feels it's important and she's

          9  joined us today. Her name is Jeanette Rando

         10  (phonetic).  She is with NYSTAR, the New York State

         11  Foundation for Science, Technology and Innovation.

         12  I urge everyone on the panel to take a few moments

         13  with her today, and also discuss what the State's

         14  interest in all this is, and we want to thank her

         15  for taking time of her very busy schedule to join

         16  us.

         17                 NYSTAR has had a long history of

         18  investment in New York City, and currently under the

         19  leadership of Ed Reinfurt, who is the new Acting

         20  Director, NYSTAR continues to support this sector.

         21  NYSTAR funds ITAC's research, and they actually

         22  funded this report.  So we thank them for that.

         23  NYSTAR funds the  --  Got to kiss the ring.  NYSTAR

         24  also funds the Centers for Advanced Technology so

         25  that the universities can be used as a tool to help
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          2  emerging and existing technology companies here in

          3  New York City. NYSTAR also co- invests in many of

          4  our companies.  They have their own venture capital

          5  firm called the Small Business Technology Investment

          6  Fund, and they also have tons of grants and

          7  scientific programs that they're looking to expand

          8  on.  So any help you can give them in doing that

          9  would be greatly appreciated.

         10                 I want to get to the core of why our

         11  report is we feel so important and what the City can

         12  do better to help support these businesses.  As per

         13  our numbers, we're home to some 5,000 technology

         14  producing firms.  A range of assistance programs are

         15  available to them, but some of them operate as

         16  stand- alone entities, and referrals between the

         17  resources in the City are usually performed on some

         18  kind of an ad hoc basis, not really formally working

         19  together.  We want to see more of that.  So from the

         20  perspective of the City's investment, we believe

         21  there are five priorities, and here they are.

         22                 Early stage, or pre- seed funding,

         23  there is a complete lack of early stage capital.

         24  This is money that goes to get the first

         25  professional manager, the patent or the intellectual
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          2  property protection.  Without it, many companies

          3  fail.  This is, by the way, high risk funding, and

          4  we believe that it would be best structured as some

          5  type of recoverable grant program.

          6                 There are companies that are in the

          7  room today that will be speaking to you.  One of the

          8  most wonderful companies, companies like Children's

          9  Progress who has developed a technology that enables

         10  teachers and educators to determine whether a child

         11  has dyslexia, or some type of other disability that

         12  keeps them from learning.

         13                 Also, we are a firm believer in the

         14  development of a one stop center, a one stop

         15  resource, but, variably, initially a website that

         16  creates a user friendly environment that help tech

         17  companies to find funding and business resources.

         18  Again, that'll help aggregate a lot of what is out

         19  here.  We want to make sure that's centralized, and

         20  we would love to be a part of that effort. We've

         21  actually recently met at the offices of NYSIA to

         22  talk about such a dynamic and doing this as much as

         23  we can with very little funding.  So we would like

         24  some more assistance there.

         25                 We want your help in cultivating a
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          2  talented workforce.  As you all well know, STEM is a

          3  serious issue right now especially among students

          4  here in our City.  One of the most important

          5  ingredients for us to succeed in the innovation

          6  economy is a well- educated workforce.  Governor

          7  Spitzer has indicated that workforce development is

          8  essential if we are to provide good paying jobs for

          9  younger workers coming into the new economy and

         10  older workers displaced by the transitioning

         11  economy.  I think part of that is to ensure that

         12  more minorities and women get involved in this area

         13  also.  So to accomplish this, we need to support a

         14  STEM curriculum for students especially reaching

         15  under- served populations.

         16                 We also need to have an affordable

         17  cost- of- living for our science and technology

         18  grads so they can stay here in New York City.

         19                 Finally, CUNY's community colleges

         20  are an amazing resource for basic work force skills

         21  and training for incumbent workers to fill new

         22  technology- related jobs.

         23                 I want to point your attention to a

         24  company that's going to be speaking later called

         25  Gamelab.  They developed an amazing technology
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          2  that's supported by the MacArthur Foundation that

          3  enables us to teach that next generation how to

          4  utilize technology to their best interests.

          5                 We want to create a process to

          6  integrate local innovators into City agencies.  New

          7  York City faces unique challenges in service

          8  delivery.  Many local firms have the capacity to

          9  partner with agencies to develop innovative

         10  solutions to these challenges.  So we want the City

         11  to consider developing a mechanism to better

         12  integrate local innovators into its agencies.

         13                 The City should also conduct more

         14  proactive outreach to small business to incorporate

         15  them in the procurement process to take advantage of

         16  small business innovation.  The Mayor's PlaNYC 2030,

         17  which is significant, could be a good way to bring

         18  this interaction into fruition with City State and

         19  Local companies.

         20                 Lastly, something that we believe

         21  strongly and the State has worked with us to

         22  spearhead this, a regional technology partnership

         23  that is supported by the City.  I think in earlier

         24  testimony, we heard about other City municipalities

         25  such as the North Carolina research triangle, such
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          2  as what they have in Philadelphia, IP Philadelphia

          3  and Lauder in San Francisco.  It's important that we

          4  galvanize the technology community and get everyone

          5  to work together.  Several technology partnerships

          6  have emerged in various forms to boost the local

          7  economies across the United States, and New York

          8  State is currently planning to designate such a

          9  partnership for our region, and we want your support

         10  in that.

         11                 Planning has already begun with a

         12  group of stakeholders from the academic institutions

         13  to companies such as Deloitte, to organizations such

         14  as NYSIA who has a great concept of their own about

         15  how this should be done.  We're working with trade

         16  associations also and other economic development

         17  associations in this regard.  So we would love to

         18  have the City at the table whether it's in the form

         19  of New York City Economic Development Corporation,

         20  who has been a partner in all of our discussions, or

         21  some type of representative that sits within the

         22  Office of the Mayor.

         23                 I'd be willing to entertain any

         24  questions as best to my ability.

         25                 CHAIRPERSON BREWER: Thank you very
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          2  much.  I think we'll go ahead with the testimonies

          3  and then come back if that's okay.  Who would like

          4  to go next?  Go ahead.

          5                 You need to have the microphone, sir.

          6                 DR. GOLDSMITH: I'm an academic so I

          7  don't know if you need a microphone.

          8                 CHAIRPERSON BREWER: Believe me, we

          9  need a microphone.  Thank you though.

         10                 DR. GOLDSMITH: Madam Chairperson,

         11  members of the Council, thank you very much for this

         12  opportunity.  My name is Victor Goldsmith.  I am an

         13  Associate Provost at Pace University, just a block

         14  or so away, and I've brought with me one of the

         15  members of our business incubator, Gustavo Medeiros,

         16  as an example of how incubators can help early stage

         17  companies.

         18                 I'm here to endorse some of ITAC's

         19  recommendations. We've interacted closely with ITAC,

         20  and so we know what a wonderful organization it is,

         21  and I'm actually honored to be sitting next to ITAC

         22  of all the coincidences.  I mentioned specifically

         23  ITAC's recommendations of creating an Office of

         24  Science and Technology Enterprises, the importance

         25  of universities to work together to create a
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          2  business friendly atmosphere, to create a one- stop

          3  assistance center, which was mentioned earlier, and

          4  also to provide access for pre- seed funding, which

          5  we see as very critical for our incubator companies.

          6                 I think that incubators can provide

          7  assistance in a number of areas along the lines of

          8  the ITAC report Buried Treasure. Business incubators

          9  have shown to be very effective.  Eighty- seven

         10  percent of incubated graduates are still in business

         11  nationally. This is of course compared with a much

         12  smaller number of start- ups overall.  There are

         13  approximately 1,100 business incubators in the

         14  United States.  Of these, 39 percent focus on

         15  technology businesses and 54 percent on mixed use.

         16  Often business incubators are associated with

         17  universities, but in actuality, only 20 percent of

         18  all incubators are sponsored by academic

         19  institutions.  Nationally, 52 percent are sponsored

         20  either by economic development organizations or by

         21  government entities.  I would submit before this

         22  illustrious group that clearly support for business

         23  incubators are lacking relatively in New York City

         24  and New York State.

         25                 CHAIRPERSON BREWER: So what you're
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          2  saying is 20 percent is the New York number and 52

          3  percent is the national number.  Is that what you're

          4  saying?

          5                 DR. GOLDSMITH: No, 20 percent of all

          6  incubators are sponsored by universities nationally.

          7                 CHAIRPERSON BREWER: And 52 percent

          8  are sponsored by economic development organizations

          9  or government.

         10                 DR. GOLDSMITH: Right, and that's

         11  nationally.

         12                 CHAIRPERSON BREWER: So what you're

         13  saying is we should really up the number in New

         14  York.  Okay.  Got it.

         15                 DR. GOLDSMITH: Exactly, exactly the

         16  point.

         17                 Though in existence for nearly three

         18  years, the SCI Squared incubator of Pace University,

         19  which is located on Williams Street, not far from

         20  New York City Economic Development Corporation and

         21  Saul who we've interacted with from time to time,

         22  and also not far from the City Council, if I may

         23  submit.  We have not had a lot of interest from

         24  either body.  We have interacted with Saul, but

         25  quite frankly, I think the outcomes have been a
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          2  little disappointing.

          3                 CHAIRPERSON BREWER: We will tell him.

          4    Keep going.

          5                 DR. GOLDSMITH: I have done that

          6  myself from time to time.

          7                 We currently have eight early stage

          8  companies in residence.  These are companies with a

          9  proven product that have made their first sales.  We

         10  have generated interest from Korea, France and

         11  Finland in providing space and knowledge capital

         12  from the University for companies from these

         13  countries that wish to have a presence in New York

         14  City.  I know that EDC is very interested in

         15  bringing in companies to New York City.  I do,

         16  however, raise the issue of what are we doing for

         17  our homegrown companies.  I don't say one is more

         18  important that the other, but I think one is

         19  missing.

         20                 I have here in the written testimony

         21  eight recommendations.  I'll spare you and not read

         22  all of them, but I'll just mention a few.  In

         23  mentioning these, I'm happy to see that I'm echoing

         24  some of the previous testimony that you've already

         25  heard. New York City government agencies involved
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          2  with economic development should be directed to

          3  expand their assistance to small and start- up

          4  companies.  From what I can see, a lot of emphasis

          5  is on the big companies.  We heard, for example,

          6  several companies mention several times here and I

          7  think that if we're going to develop technology here

          8  you have to sometimes start small, not just bring in

          9  big companies.

         10                 More specifically, New York City

         11  should take the lead in promoting and financing

         12  supporting new and existing incubators.  I think

         13  that these have shown to be extremely successful,

         14  and I don't think we do enough here for that.  Of

         15  course I am a little biased about this, but I still

         16  think that the case can be made for this.

         17                 You should take these incubator

         18  activities of New York City government and integrate

         19  them with the other economic development activities,

         20  not treat them as a stand- alone.

         21                 Indirect support of incubators is

         22  also important. It's not just a matter of throwing

         23  money at them.  You can help resident companies

         24  reduce costs by providing low cost space, and I

         25  heard that mentioned here earlier, and also
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          2  encouraging low cost technical and business

          3  assistance.  We do this at Pace University by using

          4  our graduate students and using our professors.  So

          5  these are far less expensive ways of going about

          6  doing this then if you hire consultants.  Assistance

          7  mechanisms should also be developed for companies

          8  that graduate from incubators.

          9                 I thought the best way to illustrate

         10  some of these points is to ask Gustavo Medeiros, who

         11  is the head of NationPhone, and there's a brief

         12  description of NationPhone at the end of the

         13  testimony, but I would ask Gustavo now, if I may, to

         14  say a little bit about his experiences.

         15                 CHAIRPERSON BREWER: Yes, you could

         16  just move the microphone over there, and then we'll

         17  hear from Mr. Bernstein.

         18                 MR. MEDEIROS: Hi.  Thank you for this

         19  opportunity.

         20                 CHAIRPERSON BREWER: You need to

         21  introduce yourself.

         22                 MR. MEDEIROS: My name is Gustavo de

         23  Medeiros.  I'm the CEO of NationPhone.  I will first

         24  say what we do, and then how SCI Squared has helped

         25  us.
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          2                 We are the leading communications

          3  provider for expatriates.  We provide a fixed line

          4  mobile telephony and also U.S. television in any

          5  country.  Our target group are expatriates. An

          6  expatriate is a white collar executive that, for

          7  example, works for Ford, for General Motors or for

          8  Goldman Sachs and is going to be oversees for two or

          9  three years.  We allow their family to stay in touch

         10  with their home country, which is very important.

         11                 We're not going into details about

         12  our products.  I just want to mention how SCI

         13  Squared helped us.

         14                 SCI Squared has assisted NationPhone

         15  first and foremost by providing a home for our

         16  company.  It was paramount for NationPhone, which

         17  was initially run from a home office, to have a

         18  dedicated work space from which not only to

         19  coordinate all of its activities professionally, but

         20  also to help it attract talent and give employees

         21  the tools to be productive.  These tools included

         22  affordable broadband, information technology

         23  assistance, and even advanced programming to help

         24  product development.

         25                 That's basically it, and since we've
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          2  been working with SCI Squared, we have been able to

          3  sign up a couple of very interesting clients.  For

          4  example, some of our clients include senior

          5  executives at companies such as Exxon Mobil, Shell,

          6  Heineken, Acenture, GMAC, Microsoft, Air France, and

          7  we also have a partnership with ABN AMRO.  It's the

          8  largest expatriate bank in Holland.

          9                 CHAIRPERSON BREWER: Where are you

         10  physically located?  Are you at Pace, or do you work

         11  with Pace?

         12                 MR. MEDEIROS: We are located at 163

         13  Williams Street, on the third floor, Suite 336.

         14                 CHAIRPERSON BREWER: Great.  Okay.

         15                 DR. GOLDSMITH: Which is part of Pace

         16  University.

         17                 CHAIRPERSON BREWER: Great.  Would you

         18  like to come up and join?  We've been joined by

         19  Council Member David Yassky and the great chair of

         20  Economic Development, Council Member Tom White.

         21                 MR. BERNSTEIN: Thank you very much.

         22  My name is Bruce Bernstein.  I'm the President of

         23  the New York Software Industry Association.  I thank

         24  the New York City Council and Committee Chairpersons

         25  Brewer and White as well as all the Committee
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          2  members for having us here today.

          3                 NYSIA is the New York Software

          4  Industry Association. It's the largest trade

          5  association of high tech companies within New York

          6  City.  We have over 500 member companies, most of

          7  them in software, information technology, and

          8  internet industries.  We hold educational networking

          9  events, as many as seven a month.  Over 3,000 people

         10  attend NYSIA events every year.  We run training and

         11  workforce programs, and last year, completed a

         12  federal training grant that sent over 700 New York

         13  City technology workers through advanced training,

         14  in effect a training subsidy for their companies.

         15  We publish a weekly email newsletter that reaches

         16  7,500 people in the high tech industry in the New

         17  York area, and we run a student internship program

         18  in conjunction with CUNY.  All of our activities are

         19  focused on high tech economic development.

         20                 One of our projects that we're most

         21  proud of is the NYSIA Incubator at 55 Broad Street.

         22  This facility, which is 21,500 feet, now over two

         23  years old, is the only incubator in New York City

         24  dedicated to software and IT companies.

         25                 I think that's true, Victor, that
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          2  we're actually dedicated.  Okay?  So I'm not

          3  stepping on Victor's toes.

          4                 The facility now houses 11 small high

          5  tech start- ups and has had several successful

          6  graduations where companies have grown up past where

          7  we can accommodate them.  All of our graduates have

          8  stayed in New York City.  The Incubator has created

          9  81 jobs in high tech.  We estimate the average

         10  salaries in those jobs might be --  We don't have

         11  the average salary, but I think it might be as high

         12  as $100,000, and leveraged almost $21 million in

         13  private venture funding, all with almost no public

         14  subsidies.  We got one $150,000 capital grant from

         15  the State.

         16                 This is not in my testimony, but I

         17  can talk to you about incubators until your ears

         18  turn blue.  Councilman Reyna, I want to say we have

         19  looked at expanding into the outer boroughs, and I'm

         20  more than happy to talk about that, and any

         21  questions. There are a lot of issues.  And I will

         22  say also, it's not in our testimony, we really, at

         23  this point, need help from the City to keep the

         24  NYSIA Incubator going.  The economics of running

         25  these incubators  --  We don't even have support, as
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          2  Pace does, from Pace, from a university, and it's a

          3  tough road to hull.

          4                 So now I'm going back to the

          5  testimony.  This is not the first time that we've

          6  testified for these Committees about high tech

          7  economic development in New York City.  In fact, a

          8  similar joint hearing was held two years ago.  Going

          9  back to 1999, we helped work on one of the many

         10  reports that has been issued in this sector, the

         11  Comptroller's Report on the Software and IT

         12  Industry, under then New York City Comptroller Alan

         13  Hevesi, and written by John Tepper Marlin, who is

         14  here today.

         15                 The impetus for this hearing is the

         16  recent report on New York's Hidden High Technology

         17  Sector, commissioned by ITAC and my friends Franklin

         18  Madison and Sara Garretson.  I have spent some time

         19  reviewing this report.  Overall, I believe this

         20  report to be a good report, a serious effort and a

         21  good contribution to the discussion.  There are two

         22  issues here.  The first is, is the substance of this

         23  report correct?  And the second issue is, how do we

         24  interpret the substantive findings?

         25                 My reading on the substance of the
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          2  report is as follows, there are an awful lot of high

          3  tech jobs in the New York metro area, more than most

          4  people realize.  This is true of the City and it is

          5  true of the suburbs.  These jobs par very well.

          6  These jobs are mostly in the service sect, as

          7  defined by the Bureau of Labor Statistics, but cut

          8  across many sectors.  There are more science and

          9  engineering graduate students here than people

         10  realize, and so on.  The report makes other similar

         11  conclusions, conclusions that I don't believe are

         12  surprising to you on these Committees, as we all

         13  have been talking about this for years.

         14                 All of these substantive observations

         15  and conclusions are correct.

         16                 I have not mentioned any of the

         17  concrete numbers featured in the report.  I am being

         18  cautious here about endorsing these particular

         19  numbers.  I might have some quibbles with some of

         20  the numbers, and in some cases my reservations might

         21  be more than quibbles, but I'm trying to avoid this

         22  for several reasons.

         23                 The first reason is that I would like

         24  to see the underlying data.  It might turn out that

         25  in those places where I have reservations, Mt.
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          2  Auburn Associates is correct about the numbers, or

          3  they simply chose to slice and dice the numbers in a

          4  new way.  So I requested ITAC releases all the

          5  underlying economic numbers and spreadsheets, at

          6  least those based on crunching public domain data,

          7  so that we can all take a closer look at them.

          8                 To be fair to ITAC, I have not

          9  requested this to them privately as of yet.

         10                 MR. MADISON: We'd be more than happy

         11  to.

         12                 MR. BERNSTEIN: Great.  Thank you.

         13                 The second reason is that even if we

         14  disagree, it might not be an important disagreement.

         15    It might be an argument where I say the glass is

         16  60 percent full and ITAC and Mt. Auburn say it is 75

         17  percent full.  My father used to make the analogy

         18  about the scholars who argued over how many angels

         19  could dance on the head of the pin, and that is

         20  generally an argument one wants to avoid.

         21                 Now, there is one important matter of

         22  interpretation, which, at least by my reading, is

         23  not really in the report, but has been attributed to

         24  this report.  I believe that New York City is an

         25  important high tech center in the U.S. and the
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          2  world.  I don't believe it is the top high tech

          3  center in the U.S. That is Silicon Valley.  If we

          4  make claims that sound and seem counter- intuitive

          5  with we are the top high tech center, for example,

          6  we will only defeat our own cause.

          7                 The main point to make is that we are

          8  doing better than is generally realized in high tech

          9  economic growth, but we still have a long way to go.

         10    The key to continued growth is partnership between

         11  government, the private sector and the academic

         12  sectors.

         13                 I've shown my New York City High Tech

         14  Report Card to these Committees before, and it's up

         15  there on the wall.  You can't really read it because

         16  of the resolution, but I did copy it in the

         17  testimony.  So it's in the second page of the

         18  testimony.  This is sort of a seat of the pants

         19  analysis of how we do in regard to various factors

         20  relative to high tech economic development.  It is

         21  interesting how this subjective report card

         22  coincides with the survey findings of the Sandy

         23  Bayer survey in the report.  I give a grade of B or

         24  B+ to how we are doing.  That's better than George

         25  W. Bush did at Yale, but in the globalized world
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          2  where we are competing with London, Bangalore, and

          3  Beijing as well as San Jose and Seattle, it might

          4  not be enough.  So I don't think we can be satisfied

          5  with a B grade.  We have to find ways to better

          6  encourage and accelerate high tech economic

          7  development.

          8                 So what can the City do to encourage

          9  and accelerate this growth?  There are some good

         10  recommendations in the ITAC report, but I want to

         11  concentrate on one or two that are not in the

         12  report, and I believe should be.

         13                 As I have testified before, I believe

         14  New York City needs a High Tech Council.  This

         15  organization would be led by the private sector, as

         16  NYSIA is, but would also include university and

         17  government representation on its board.  The mission

         18  of the organization would be to organize the high

         19  tech sector, and, as NYSIA does now, carry out

         20  programs that assist small companies. These programs

         21  can be in the areas of education, networking,

         22  workforce development, and, as we do with our

         23  incubator, incubation of companies.  The High Tech

         24  Council would represent the interests of high tech

         25  industry in New York City, promote the City as a
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          2  high tech center and carry out ongoing economic

          3  development work within the sector.  The

          4  organization would have sections or sub- councils.

          5                 I'll skip over some of this stuff

          6  which we don't need.

          7                 Skipping down a paragraph, we have

          8  seen high tech councils grow up in almost every

          9  state and region in the U.S.

         10                 I have a second slide which probably

         11  will not appear here right, but it's, once again,

         12  attached to your report, which lists examples

         13  Connecticut High Tech Council, Technology

         14  Association of Georgia, Technology Council of

         15  Maryland, Massachusetts High Tech Council and so on,

         16  and so on.  You could list any number of them.  This

         17  is sort of the direction that other cities and

         18  states are going in, and I believe this is the

         19  correct direction for New York City.

         20                 The New Jersey High Tech Council, by

         21  the way, is extremely successful.

         22                 This has happened abroad as well.

         23  When I traveled to China in 2004, I was struck by

         24  the organization of the high tech companies in

         25  Chengdu, a city of three million people, with the
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          2  purpose of promoting the high tech cluster in that

          3  city.  If you want to see active public/private

          4  partnerships, go to China.

          5                 The point of the ITAC report, it

          6  seems, and the point of these hearings is that the

          7  City should be doing more to leverage the growing

          8  high tech economy.  That is to everyone's benefit.

          9                 CHAIRPERSON BREWER: Thank you very

         10  much.  Council Member James, you had a question.

         11                 COUNCIL MEMBER JAMES: So when one

         12  thinks of technology, one tends not to think of New

         13  York.  One tends to think of California and

         14  Massachusetts primarily because of MIT and Stanford.

         15    Here in New York, we have Columbia University, and

         16  proudly from the borough of Brooklyn, Polytech,

         17  which has a major engineering program.  What are we,

         18  following up on Council Member Reyna's question  --

         19  Obviously I represent part of Downtown Brooklyn.

         20  Council Member Yassky is here.  He represents the

         21  other part of Downtown Brooklyn.  Downtown Brooklyn

         22  is booming.  It's an opportunity for growth and

         23  density and opportunity for a lot of backroom

         24  offices.  I also recognize, when looking the chart

         25  here, housing is a challenge, not only for people in
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          2  this industry.  It's a challenge for all of our

          3  constituents, but also the lack of start- up funds.

          4                 I can remember when I worked in

          5  Albany with the Assembly there was a unit within the

          6  Economic Development agency that primarily focused

          7  on science, technology and innovation, under the

          8  previous administration and the administration prior

          9  to that I remember.  I also remember that there was

         10  a tax credit in this area.  So my question to wrap

         11  everything up is, what can government do

         12  specifically, primarily the local government, and

         13  what can the State do to enhance and create more job

         14  opportunity?  And what can we do to attract some of

         15  these businesses to Downtown Brooklyn? Why are we

         16  not working with Downstate and some of the other

         17  major universities in the great borough of Brooklyn?

         18                 Again, we've got the room, we've got

         19  the space, we have the talent, we have the workforce

         20    --

         21                 CHAIRPERSON BREWER: Mr. Madison.

         22                 MR. MADISON: We are working closely

         23  with Polytech because Polytech has a brilliant

         24  President, Jerry Hultin.  Jerry has been working

         25  really hard to cement Poly's relationship in the
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          2  community.  So we've been a strong supporter of them

          3  for years. We've never had as much saturation in the

          4  years that we've known Poly until Jerry has gotten

          5  in there.  They have plans that are very expansive

          6  in regards to additional space for incubation.  They

          7  would like us to work with them to help provide

          8  programs to grow the businesses.  We've worked

          9  closely with them on insuring that legislation

         10  that's coming from Ed Towne's (phonetic) office,

         11  which is going to be affecting the minority

         12  community in regards to using IT to support the

         13  community so it could get better healthcare and

         14  better type of medical records through the

         15  university and in partnership with Downstate.

         16                 COUNCIL MEMBER JAMES: Is that a

         17  technology bill?  Is that a subsidy bill?

         18                 MR. MADISON: Yes, they are going to

         19  do IT Health Technology Disparity Bill.  I'm helping

         20  to write that with Ed Towne's office.  So we've

         21  targeted Brooklyn as the location where this should

         22  really begin because of the health disparities and

         23  the complexities of the community there.

         24                 So we couldn't even begin to do what

         25  we do without partnering with institutions like Poly
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          2  and Downstate.  We also work with a lot of the

          3  Downstate businesses.  We don't have a bricks and

          4  mortar incubator as a great organization like NYSIA

          5  does, but we do have the ability to help these firms

          6  in a more virtual environment.

          7                 COUNCIL MEMBER JAMES: Are we talking

          8  about creating any incubator programs in the borough

          9  of Brooklyn?

         10                 MR. MADISON: Well Polytech is doing

         11  that.  They are doing that.  They are working hard

         12  to do that.  They have got an existing incubator.

         13  We know about their plans to do more.  I don't want

         14  to speak for Jerry because some of this is not

         15  public as yet, but they will be expanding their

         16  current incubator space, and we will be working with

         17  them to help support those businesses.

         18                 CHAIRPERSON BREWER: You have to use

         19  the microphone because it's being taped.

         20                 MR. BERNSTEIN: Actually, Council

         21  Member Reyna, we looked at the GMDC, Greenpoint

         22  Manufacturing Design Center, as taking high tech

         23  space for an incubator there.  It doesn't work.

         24                 COUNCIL MEMBER REYNA: How about the

         25  Navy Yard?
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          2                 MR. BERNSTEIN: We have not looked at

          3  the Navy Yard. There's the economics of these are

          4  difficult.  Downstate does have an incubator.  Eva

          5  Kramer (phonetic) is in charge of it, and I believe

          6  they are expanding into the Brooklyn Army Terminal.

          7  They have some funding.  We're interested in

          8  expanding, we think, a software IT incubator might

          9  work in the right areas in Brooklyn. There's a lot

         10  of questions.  One of the things with GMDC was it

         11  was a little too isolated.  There were other

         12  questions as well, and quite frankly, there are cost

         13  questions in Brooklyn right now. It's the economics

         14  of it is not easy, but we really do want to do that.

         15    I think it's possible, and it's going to require

         16  some degree of City or State subsidies.

         17                 DR. GOLDSMITH: I would just like to

         18  make two points in answer to your question.  If you

         19  look at the thousand incubators around in the

         20  country, you'll find almost a thousand different

         21  kinds of models of incubators.  Bruce's model of an

         22  incubator is actually quite different than our model

         23  of an incubator.  So I think part of the answer to

         24  your question is to look other incubators in the

         25  country.  You don't have to reinvent the wheel, and
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          2  to see what model might work best for Brooklyn.  So

          3  this needs to be looked at very closely.

          4                 The second point is that  --  it's

          5  not official information yet but  --  it's my

          6  understanding from my colleagues that Polytech is in

          7  the process of entering into a marriage with NYU.

          8  So you must be aware of this.

          9                 CHAIRPERSON BREWER: We are.

         10                 DR. GOLDSMITH: So, therefore, I would

         11  suspect that an approach might be to include NYU as

         12  well as Polytech, which has an incubator because

         13  NYU, I'm sure, will be entering into this marriage

         14  with the idea of putting more resources in.

         15                 CHAIRPERSON BREWER: NYU has the CAT

         16  too.  Oh, they don't have CAT now?  CAT's gone.

         17  Okay.

         18                 DR. GOLDSMITH: So I hope that this is

         19  useful.

         20                 COUNCIL MEMBER JAMES: Thank you.

         21                 COUNCIL MEMBER REYNA: Thank you.

         22                 CHAIRPERSON BREWER: Introduce

         23  yourself.  Go ahead.

         24                 MS. RANDO: Jeanette Rando, from

         25  NYSTAR, Director of Communications.
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          2                 COUNCIL MEMBER JAMES: From our years

          3  in Albany.

          4                 MS. RANDO: It's good to see you.

          5                 COUNCIL MEMBER JAMES: It's nice to

          6  you as well.

          7                 MS. RANDO: Well on behalf of the

          8  State, I just want you to know that we've invested

          9  over $12.5 million in Polytech.  We are also looking

         10  into the Polytech and the NYU, and making sure that

         11  those resources are combined in both area.

         12                 We're doing great work.  NYSTAR is, I

         13  believe, the State arm that promotes high technology

         14  throughout the State, and we have quite a lot of

         15  investments in New York City.  And part of the

         16  reason why I'm here is supporting RTDC (phonetic) is

         17  to continue to advance those advancements.

         18                 COUNCIL MEMBER JAMES: I represent a

         19  significant number of cultural institutions in the

         20  borough of Brooklyn.  Are we looking at the Brooklyn

         21  Botanic Gardens, the Brooklyn Museum, all of those

         22  wonderful institutions that I represent in Prospect

         23  Heights called Cultural Grow?

         24                 MS. RANDO: Most definitely.  The

         25  Science and Technology Council that you mentioned in
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          2  the Assembly  --  still working with them, Philip

          3  Johnson, Janet Metz, and we're making sure that we

          4  partner with the Administration to kind of sort of

          5  again.  I think you have a great resource throughout

          6  the entire State.  We just have to create a

          7  collaboration and partnerships both upstate and

          8  downstate to bring those together.

          9                 COUNCIL MEMBER JAMES: Thank you.

         10                 CHAIRPERSON BREWER: Council Member

         11  White, and then Council Member Reyna.

         12                 COUNCIL MEMBER WHITE: Mr. Bernstein

         13                 MR. BERNSTEIN: Yes.

         14                 COUNCIL MEMBER WHITE: Do you feel

         15  that a lack of a definition for the high tech

         16  industry that is universally used for statistical

         17  analysis is the cause for the difference in numbers

         18  reported in the various reports?

         19                 MR. BERNSTEIN: That is one reason.

         20  From my reading of the ITAC report, it seemed like

         21  they were pretty much on target with that.  The

         22  devil's in the details, but you're on point. There's

         23  a big difference, and it's not clear how the

         24  government does the statistics.  There's a lot of

         25  issues and you have to look at the details.
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          2                 I think ITAC  --  You used the

          3  definition out of SSTI, right?  The State Science

          4  and Technology Institute, which I think  --  It's

          5  the best definition we've seen.

          6                 MR. MADISON: I would like to also

          7  add, Councilman White that we have Sandy Bayer here

          8  who actually wrote the report, and I do not pretend

          9  to be an economist.  I only look at the end numbers

         10  so I think all those deeper questions in regards to

         11  that -  and again, we're more than willing to share

         12  our data with NYSIA. I think Sandy could really

         13  answer those questions for us all.

         14                 CHAIRPERSON BREWER: Okay.  Any other

         15  questions, Council Member?

         16                 COUNCIL MEMBER WHITE: I'll wait, and

         17  ask Sandy.

         18                 MR. MADISON: Yes, Sandy Bayer.  He's

         19  here.  He's got testimony.

         20                 COUNCIL MEMBER WHITE: Okay.  I'll

         21  wait.

         22                 CHAIRPERSON BREWER: Council Member

         23  Reyna.

         24                 We've been joined by Council Member

         25  Bill DeBlasio of Brooklyn.
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          2                 COUNCIL MEMBER REYNA: Mr. Madison, I

          3  just wanted to thank you for acknowledging the

          4  effort of myself and my colleagues in supporting

          5  ITAC through Move Smart.  I just wanted to find out

          6  in your recommendations as far as the early stage

          7  funding, the pre seeding, what would it cost per

          8  business incubator as a public investment?

          9                 MR. MADISON: That's difficult.  What

         10  I would say overall, and I'll take you back a few

         11  years.  There was this City Council initiative

         12  called the Emerging Industries Fund, which was kind

         13  of designed during the dot com days to address some

         14  of these issues, but there were several issues with

         15  that fund.  One of them which the fund manager

         16  really didn't understand New York City. When you

         17  look at New York City, and the diversity of what we

         18  have here, you want a fund manager that understands

         19  that there are high level companies that need to be

         20  funded because of their relationships with the

         21  community and who they know, but you also need to

         22  look at women and minority- owned companies and how

         23  come they have not had the opportunity of getting

         24  access to public or venture money.  So there has to

         25  be a fund manager that really understands the breath

                                                            78

          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2  of who we are as New York City businesses.

          3                 I think the other piece to that is to

          4  insure that -  This is risk money.  You know some of

          5  this you're not going to always get a win, but I

          6  think if we tie this to some kind of recoverable

          7  grant program so in the instance that the company

          8  may have some benchmark with jobs, or they have to

          9  stay here in the City.  We're not saying throw the

         10  City's money away.  We're saying that there has to

         11  be some kind of extra win- win on both sides.

         12                 The flip side to that is how much is

         13  required.  Any decent fund you need to start out

         14  with anywhere from $5 to $10 million to get it done.

         15    How do you break that down per incubator?

         16  Personally, I'm not sure it should be broken down

         17  that way.  I think the incubator should have access

         18  to it.  The incubator should be part of the over-

         19  arching support for something like this, but should

         20  that money be targeted directly as incubators, and

         21  I'm sure my incubator colleagues may disagree with

         22  me, but I think because of what Bruce has talked

         23  about, the High Tech Council, or the State's design

         24  of this model, whatever happens with this, it needs

         25  to be something that everybody could have access to.
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          2    No one entity can do this and do this well.  If

          3  anybody tells you they can, they're mistaken.  You

          4  have to bring in the entire technology community,

          5  and that's going to mean the NYSIA's, the ITAC's,

          6  the Economic Development Corporation's, the

          7  universities.  I think once you design it that way,

          8  the incubators will, of course, have the appropriate

          9  access.

         10                 COUNCIL MEMBER REYNA: So Mr. Madison,

         11  why not just tap into micro- lending sources?

         12                 MR. MADISON: Because it's not enough.

         13    In some instances, when you're trying to do a

         14  patent, it's somewhere between $30,000 and $50,000

         15  dollars to do your average technology patent.

         16                 COUNCIL MEMBER REYNA: But that falls

         17  under micro lending.

         18                 MR. MADISON: Micro- lending usually

         19  falls a little lower from my understanding of it.

         20                 COUNCIL MEMBER REYNA: Accion New

         21  York, for example, is a lending market out there,

         22  and I know for a fact that they lend $50,000 or

         23  less.  That's what they consider micro- lending.

         24  Why not just tap into that particular financial

         25  institution to leverage a lot of the incubation
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          2  ideas as far as pre- seed funding?

          3                 MR. MADISON: That's a great idea.

          4  We'll definitely look at that.  I wasn't aware of

          5  the program that they had.  Hence, our need to spend

          6  some time looking at who is offering what and

          7  aggregating that in one location so the firms can

          8  find them.

          9                 Intellectual properties is one of the

         10  many problems. It's sometimes hiring that first

         11  manager, or working to get that first prototype

         12  developed.  There are so many issues that these

         13  small companies work with, and we work with them one

         14  on one on their business model and helping them

         15  revamp themselves so they can be successful here.

         16  It's really a difficult lift, and so, pursuant to

         17  our report, we feel that intellectual properties is

         18  just one of those issues.  There's many more, but I

         19  think Accion is a good reference that we'll

         20  definitely look at.

         21                 COUNCIL MEMBER REYNA: I just wanted

         22  to agree with you.  The point you raise as far as a

         23  return to the City, not just that the company

         24  remains, but that there is local hiring.  We're

         25  looking at a 50 percent unemployment rate amongst

                                                            81

          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2  impoverished communities, and I'm sure that this

          3  sector is not the first to go looking for a labor

          4  market in the impoverished communities.  So how can

          5  we train the proper skills that this particular

          6  population would need in order to become a

          7  marketable labor force for these incubator projects?

          8                 MR. MADISON: I'm a child from the

          9  Bronx.  I can only tell you what my experience was,

         10  and I think the experience of a lot of children.  I

         11  think the appropriate thing to look at is what the

         12  community colleges have to offer, scholarships,

         13  things of that type, but I think like one of the

         14  companies that are here today, Gamelab, Gamelab has

         15  a software that removes the fear of people utilizing

         16  technology.  I know that part of Gamelab's dynamic

         17  is to ensure that  --  and they do have these

         18  numbers in metrics  -- that more minority and women

         19  get involved in the game develop sector.  When I

         20  same games, it's not just the video games like Doom

         21  and Halo.  We're talking about games that teach,

         22  games that show an educator something, or games that

         23  help a child to learn how to deal with media or what

         24  media can do.  I think Eric Zimmerman, who is here,

         25  will be a more eloquent speaker than myself about
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          2  this, but these are the type of things need to be

          3  done.  I know Gamelab is trying to get into the New

          4  York City Public School system, and they've had some

          5  interest.  I've talked to the people in the New York

          6  City Public School System about this company, and

          7  they're interested, but we need more support in

          8  getting these guys in there so that you could know

          9  about these things and you can see what these

         10  companies are doing.  That's the other part that

         11  came out of this report.  We wanted to show the

         12  Council what is happening out here.  There's some

         13  great companies, and they really need your support.

         14                 COUNCIL MEMBER REYNA: Referring back

         15  to the comments earlier, this particular question is

         16  for Bruce.  You had addressed and made a comment

         17  that you have tried to come into the outer boroughs,

         18  specifically in our area with GMDC, but it didn't

         19  work. You used the word isolated.  Can you just

         20  expand on what you meant by isolated?

         21                 MR. BERNSTEIN: We are actively

         22  looking at expanding incubators into the other

         23  boroughs, and one of the areas we're looking at is

         24  Brooklyn.  The first problem with GMDC was just they

         25  didn't have space that was good for high tech
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          2  companies.

          3                 COUNCIL MEMBER REYNA: And what is

          4  good space?

          5                 MR. BERNSTEIN: Well the space they

          6  had was  --  It had very low ceilings and it was

          7  very dungeon- like.  It did have a nice view of I

          8  guess Newtown Creek, but it was just very  --  It

          9  was an old, I guess, warehouse, or something.  You

         10  probably know the space I'm talking about, right?

         11  It just know it would not have worked for the high

         12  tech companies.

         13                 The second thing is you have to have

         14  amenities in the area, and by amenities I mean

         15  places where young people like to hang out after

         16  work.  It wasn't enough over there.

         17                 The third thing was it was a little

         18  bit too far a walk from the subway.  The big

         19  advantage of Lower Manhattan, or other areas in

         20  Brooklyn such as Williamsburg along the L line is

         21  the quick accessibility to large numbers of people,

         22  people from that area and people from outside that

         23  area.  Downtown Brooklyn works.  There's lots of

         24  places that work.  We've been through the --

         25  Council Member Brewer will remember Digital NYC.
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          2  Digital NYC, I think there were problems with that

          3  program, but it was to try to expand high tech in

          4  the late '90's into the outer boroughs, and it

          5  worked in some areas.  It worked in Downtown

          6  Brooklyn, which probably would have worked anyhow.

          7  It didn't work in Sunset Park, Bush Terminal, I

          8  guess, and we were involved in that.  We looked at

          9  all those places.  I believe it will work in

         10  Brooklyn now, but you have amenities, it has to be

         11  accessible to subway.  There are cost issues.

         12                 I also want to say on the training

         13  issue, we're involved in the CWE, Consortium for

         14  Worker Education, Jobs to Build On Program, and

         15  we're a subcontractor in that, and that is funded

         16  out of the Council.  That is to train people from

         17  the appropriate zip codes, and we are the one high

         18  tech organization in there to try to develop a

         19  pipeline of people from these zip codes into the

         20  high tech industry.

         21                 COUNCIL MEMBER REYNA: Well I

         22  appreciate the fact that you highlighted that

         23  particular point, and going back to the GMDC factor,

         24  I don't know if you're aware, but through an

         25  initiative that came out of the Greenpoint
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          2  Williamsburg Rezoning, with the help of the

          3  Speaker, we were able to fund an industrial pre-

          4  development fund where we would acquire new

          5  property.  So GMDC was one of the first benefactors

          6  of that, and it's in the EWVIC area, which is the

          7  East Williamsburg Valley Industrial Corporation area

          8  where just what you described was deficient in the

          9  northern end Greenpoint, looking over the Newtown

         10  Creek, you would fill with this particular area

         11  because it's more southern and eastern along the L

         12  line where there are your hipster type of cafes

         13  opening up. There's an environment, a live-work

         14  environment, which is where the underground newer

         15  technology industry was coming about in the late

         16   '90's, and the web designers utilizing a lot of

         17  that space.  So a lot of it still remains, has been

         18  converted and they're being pushed out from one of

         19  the points that you brought up, the affordable

         20  housing piece because now they're competing with

         21  livable spaces with more professionals.  So the

         22  lawyers are coming in and kicking out the web

         23  designers.  I need you to take another look.  I need

         24  you to come back into the northern end of Brooklyn.

         25                 CHAIRPERSON BREWER: He will be there.
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          2                 COUNCIL MEMBER WHITE: Since you were

          3  talking about trying to find space, I figured it

          4  would only be appropriate for me to call your

          5  attention to the new Jamaica Plan, which is 300 some

          6  odd square blocks of revitalization of Downtown

          7  Jamaica which consists of most of those issues that

          8  you brought up in terms of transportation, the Air

          9  Train, the FDA building by York College which is

         10  right next door, the FAA new building right by

         11  Kennedy Airport.  I mean I think that when you talk

         12  about space this is an opportune time to take a look

         13  at Queens and make that part of at least the thought

         14  process.  I'm quite sure we'd be very receptive to

         15  being in a high tech area.  You've got the Long

         16  Island Railroad, and you've got three MTA transit

         17  station hubs.  So I just want to say that for the

         18  record and for your ears.

         19                 I'm a Queens native, and I think I do

         20  agree with about Jamaica.  You also have Queens

         21  College and York College. It's a great area.

         22                 COUNCIL MEMBER WHITE: Well what are

         23  we going to do about it?

         24                 CHAIRPERSON BREWER: We're going to

         25  work with EDC, and we're going to create an Office
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          2  of Science and Technology Enterprises.  We're going

          3  to have a One Stop website, and we're going to have

          4  many opportunities that are outlined in the ITAC

          5  report.

          6                 I just have a final question, which

          7  is there has been a lot of discussion both from the

          8  good people at EDC and from you about some next

          9  steps.  If you were to, Mr. Madison, sort of list

         10  some of the first steps I think facilitating private

         11  investment in the technology sector using the

         12  government to do that, getting more government

         13  support and then of course thinking about how to

         14  coordinate university and industry, as was said

         15  earlier, how do we up the numbers and the

         16  percentages of universities participating in the

         17  overall issue?  Then, of course, trying to figure

         18  out how you match jobs and employers, how do you see

         19  these pieces coming together?  What would be your

         20  best rapport in terms of making the projects work?

         21                 MR. MADISON: Well you've listed quite

         22  a few, and as I stated earlier, I don't think it's

         23  something that one organization can carry alone.  If

         24  you carry it alone, you'd wind up meeting your own

         25  agenda, and you really don't meet the agenda of the
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          2  City, nor do you meet the agenda of the businesses

          3  you're trying to help.  So part of what we do,

          4  because of the way our funding works, we've applied

          5  to NYSTAR to become part of a regional partnership

          6  that will work together with every organization that

          7  wants a seat at the table to help leverage the money

          8  that will be required to do this undertaking.  We

          9  don't expect the City to lift this weight by itself

         10  because the City needs more money.  We want to tap

         11  into State money.  We want to tap into a

         12  public/private partnership.  We want to work with

         13  the National Science Foundation and others to try

         14  and attract money to New York City to do this.

         15                 In the regional partnership dynamic

         16   --  and we'd be more than happy to share our

         17  proposal with you.  In that regional partnership

         18  dynamic, there's room for all of the things that

         19  you've talked about.  There's a workforce

         20  development piece where they're telling us that we

         21  should work with the local web.  There's a piece on

         22  funding where we want to work with every venture

         23  capital firm that wants to fund these businesses.

         24  You know there's a community piece.  There's a piece

         25  for everybody, and there's a place at the table for
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          2  everybody because again, if we just did it by

          3  ourself, it's just ITAC's agenda.  We are not that

          4  important.  The community is important.

          5                 CHAIRPERSON BREWER: I think one of

          6  the issues of large companies, as was stated

          7  earlier, are coming in, but we need to, as was

          8  suggested also earlier, deal with the home grown.

          9                 MR. MADISON: We find with the larger

         10  companies, they have some of the same needs as per

         11  our report.  They are sited here because they find

         12  the wealth of talent here.  They are sited here

         13  because of the market opportunity.  Fortunately for

         14  us, there is no city like New York.  So there's so

         15  much that can be done here, and a lot of these large

         16  companies site themselves here.

         17                 We see a purpose for the larger

         18  companies though beyond the bodies and the revenues

         19  they bring to the City, but also as a source of

         20  supporting the growth of these smaller businesses.

         21  We try to get into the Googles and the other IBMs of

         22  this world so that they can help pull other

         23  companies along.  They do serve a purpose with what

         24  they do here, but they could also be intrinsic to

         25  the next level of growth for smaller companies.
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          2  That's what we try to use the larger companies for.

          3                 CHAIRPERSON BREWER: Thank you all

          4  very much.  Thank you for the report, and we will

          5  work together.

          6                 MR. MADISON: Yes, madam.

          7                 CHAIRPERSON BREWER: Our next panel is

          8  John Tepper Marlin, Rick Jungers who is from the

          9  Manhattan Neighborhood Network, and the before

         10  mentioned Daniel Sandy Bayer.

         11                 While they are coming forward, I just

         12  want to mention for the record there was testimony

         13  submitted by David S. Rose, Chairman of the New York

         14  Angels.  I think some of you know the Angels, and we

         15  will include the testimony in the record.

         16                 Go right ahead whoever wants to

         17  start.  Mr. Bayer, do you want to start?

         18                 MR. BAYER: Certainly.  I'm Daniel

         19  Sandy Bayer of Bayer Consulting.  I want to thank

         20  both Committees for the opportunity to testify on

         21  the ITAC report.

         22                 Bayer Consulting is a business and

         23  market research company.  We were involved with the

         24  report by conducting the surveys of small mid- size

         25  companies, a set of in- depth interviews of small
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          2  mid- size companies and also a selected number of

          3  interviews of larger companies as well.

          4                 I should mention, unfortunately, my

          5  name was taken before.  We did not do the Jobs

          6  Analysis.  I have a general overview of that

          7  analysis, but that was done be a different

          8  contractor, Mt. Auburn Associates.  I might be able

          9  to shed some light, but we did not carry that out.

         10                 What I wanted to do was just tell you

         11  a little bit about the factual basis of what we

         12  found when we talked to the technology firms, what

         13  they need, what their issues are, and hopefully that

         14  will be useful input into these policy discussions,

         15  and we can discuss the implications of those.

         16                 We did a survey of 152 executives of

         17  small and mid size companies.  We define that to be

         18  companies with revenues of $100 million dollars or

         19  less.  About two- thirds were in information

         20  technology, telecommunications and so forth.  About

         21  the other third were in a variety of other

         22  industries.

         23                 Let me just go through some of the

         24  top findings we had.  These are not policy

         25  recommendations, but I think they have policy
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          2  implications.

          3                 First, why are these companies here.

          4  Many of them are here because of their clients and

          5  markets.  We have such a large business sector, but

          6  it's also a critical factor.  A lot of them are here

          7  because the owner live here, and so when they wanted

          8  to start a business it was natural to start a

          9  business here.  I think that's a personal bond that

         10  holds them here, but obviously it can be broken if

         11  things become too difficult to operate here.

         12                 Secondly, these companies are not

         13  just serving the big companies here and

         14  recirculating money.  They're bringing new money

         15  into the economy.  When we asked them where their

         16  revenues came from, on average about 60 percent of

         17  the revenues of these companies came from their

         18  sales to companies located outside the five

         19  boroughs.  So they are actually "export" industries

         20  pumping new money into the City's economy.

         21                 Third, there is some significant

         22  threat of relocation.  About a third of the

         23  companies had said that over the last two years they

         24  had considered relocating.  Some of them seriously

         25  relocating, and when we asked them why, as was
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          2  mentioned before, the biggest reasons were occupancy

          3  costs, and taxes.  One of the things that came out

          4  in the survey and in some of the interviews, and

          5  this perhaps relates somewhat to the incubator

          6  discussion is a number of the IT firms  --  which

          7  really need desks and computers.  They don't need

          8  lab space.  --  Said that we were fine when we had

          9  one, two or three people, but now we're growing. We

         10  need space, and they found it difficult to get space

         11  they could afford.

         12                 In one case, one manufacturing firm

         13  we spoke to  -- it was a high tech manufacturing

         14  firm  --  that had been very successful here and was

         15  expanding and was just not able to get the

         16  manufacturing space they needed that met their

         17  requirements and was looking to relocate,

         18  unfortunately, even though they were so successful.

         19  So I guess the point I'm making is that in addition

         20  to thinking about incubator needs, it's important to

         21  think about the needs of companies as they go from

         22  being two, three, four people in sublet space

         23  somewhere and now are employing 20, 30, 40 people as

         24  more of larger growing concern.

         25                 Fourth, as mentioned, the key needs
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          2  when we asked people what their needs were was

          3  access, reducing costs, access to talent, access to

          4  capital and forming strategic partnerships.

          5                 One point on talent that was a bit of

          6  a surprise to us because it's usually seen as one of

          7  the great assets of New York City is the wealth of

          8  talent.  One of the things we heard was that --  two

          9  aspects  --  one that some small companies because

         10  they're small need executives that can wear many

         11  hats.  They need to have technical expertise, but

         12  also managerial ability.  They're not big enough

         13  that they can be that specialized.  So that was one

         14  challenge.

         15                 A second challenge with some of the

         16  companies we spoke to was that while there is a lot

         17  of technical talent here, some of them had specific

         18  needs, and this is very niche- oriented, specific

         19  database technologies and so forth.  What we heard

         20  from some people well we're one of the few companies

         21  doing this kind of data base work here.  All the

         22  best people tend to locate in California and some of

         23  the people who work for us do it remotely and

         24  they're not even located here.

         25                 The fifth in terms of relationships
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          2  with the universities, only about a quarter of these

          3  firms were conducting joint R&D with universities,

          4  and that's kind of interesting and surprising given

          5  the wealth of university skill and talent.  In some

          6  of the interviews it was telling.  One of the

          7  executives said I would love to do it.  I here

          8  there's a lot out there, but I don't even know where

          9  to begin, and I'm a small firm.  I don't have the

         10  time to research this.  So I spent an hour or two.

         11  I was bewildered and so I went on to something else.

         12    So findings ways -  I know there are CAT's and

         13  other initiatives, but it is an enormously large

         14  university sector, and even within individual

         15  institutions, it's hard for people in those

         16  institutions we've spoken to to understand

         17  everything that institution is doing.  So figuring

         18  some way to facilitate those opportunities.

         19                 The final point is that executives

         20  typically are just not familiar with all the many

         21  city, state and federal programs.  We asked about a

         22  number of specific programs and from 75 to 85

         23  percent of the people we asked about said they were

         24  really not very familiar with these programs.  Maybe

         25  at most had heard about them.  So there's a lot more
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          2  to do in terms of publicizing and organizing

          3  information so that people know what is available.

          4                 Two final points.  One is another

          5  thing I think that really didn't come out of the

          6  survey so much, came out more of the Mt. Auburn

          7  research on job data, was that a significant portion

          8  of the high tech sector here are people who are

          9  self- employed, and that was I believe 21 percent,

         10  an enormous number of people who are working self-

         11  employed.  Maybe one day they'll start companies and

         12  themselves.  Maybe they will continue to be self-

         13  employed.  I don't have the answer to their issues

         14  but I think looking at that extremely large group of

         15  people because that is an enormous fund of

         16  intellectual capital, intellectual talent.

         17                 Secondly, I think there was some

         18  discussion of things that are happening elsewhere.

         19  I certainly think, and I know people have done this

         20  already, but a fruitful area is taking a look

         21  critically at what has really worked in other

         22  localities around the United States.  Some foreign

         23  examples were mentioned, what's really worked in

         24  localities in other countries.  Now obviously they

         25  can't just be, as a cookie- cutter, exported here.
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          2  They'll have to be customized.  New York is unique

          3  in so many ways, as we all know, but there's lots of

          4  lessons to be learned about what's worked elsewhere.

          5                 CHAIRPERSON BREWER: Thank you very

          6  much.  Mr. Tepper Marlin.

          7                 MR. TEPPER MARLIN: I'd like to thank

          8  Chairman Brewer for having these hearings, and also

          9  Council Member White.  I'm very interested in

         10  Council Member Koppell suggesting an incubator, a

         11  City- sponsored incubator.  I thought that was an

         12  interesting initiative.

         13                 As was mentioned earlier, I was the

         14  chief economist when the 1999 report on the IT

         15  sector was written and was published by the City

         16  Comptroller.  We were very excited about the

         17  possibility at the time of IT becoming another

         18  industry that would reduce the dependence of this

         19  City economically on Wall Street, and a few other

         20  major industries.  Unfortunately the dot com busts

         21  occurred a year or so later which ended that.  We

         22  had nine pages of recommendations, and I still

         23  believe that those recommendations are worth looking

         24  at.

         25                 When the ITAC report came out, I had
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          2  a question about it because I read it in the New

          3  York Times.  It said New York Metropolitan

          4  statistical area has two and a half times as many

          5  tech workers as Silicon Valley.  I didn't believe

          6  that number.  So I was in touch with ITAC, and not

          7  only did they share with me the fact that  --  Well

          8  I actually looked at the report and found out for

          9  myself the first piece of it, which was that Mt.

         10  Auburn used only San Jose and didn't include San

         11  Francisco in the definition of Silicon Valley, which

         12  I said I thought was an understatement of the number

         13  of tech workers in Silicon Valley.  They've since

         14  re- done the numbers and they shared them with me,

         15  and I'm very grateful to ITAC for following up so

         16  quickly.  It is still true that the New York Metro

         17  area has more tech workers than the combined San

         18  Jose and San Francisco area.

         19                 But my second point is still valid

         20  even though it is true.  I'm willing to accept that

         21  that's true, that those are absolute numbers the New

         22  York Metro area has more tech workers than the

         23  combined San Jose and San Francisco area.  In terms

         24  of density, which was my second point, you can't

         25  just look at numbers.  You have to look at density.
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          2  It makes a big difference as to what the proportion

          3  of tech workers is in the economy.  It affects the

          4  culture in the economy.  The ratio of computer

          5  services job to all private sector jobs when we did

          6  our report was nine per thousand, which was a fourth

          7  lowest of 15 major cities way behind Silicon Valley

          8  which was 40 per thousand.  In other words, it was

          9  ten times as dense with tech workers.  Boston was 34

         10  per thousand.  Seattle was 33 per thousand.  So it

         11  seems to me you have to look at density.  I believe

         12  this has importance in terms of policy of

         13  recommendations.

         14                 So I actually have three

         15  recommendations for your Committee.  One is that you

         16  look at our recommendation back in 1999 because

         17  there's still some good stuff there, but in

         18  particular I want to support Bruce Bernstein's

         19  suggestion for a high tech council, or whatever you

         20  call it.  It could be a City Council Special

         21  Committee, for example.  You wouldn't have to get

         22  permission from anyone else to create this.  This

         23  could focus on things like branding.  It could focus

         24  on bringing together universities and the business

         25  community and government and the tech companies.

                                                            100

          1  TECHNOLOGY IN GOVERNMENT AND ECONOMIC DEVELOPMENT

          2  You could start with Pace, NYU, Columbia and Poly,

          3  but I believe that the university involvement is

          4  crucial.  They have very little communication among

          5  themselves in these areas.  It would be very

          6  valuable not only to have connections with

          7  universities, but to encourage them to have more

          8  communication among themselves.  So the first point

          9  is we need leadership in the City.  We need more

         10  networking.

         11                 Secondly, we need more concentration.

         12    I mentioned the issue of density, and how

         13  important it is.  I have a concern about the way

         14  that money has been spent by the State.  I know

         15  there is somebody here from the State, or maybe not

         16  still here, but somebody was here from State.

         17  Sorry, still here.  Okay.  Somebody is still here

         18  from the State.  Well I believe that under the last

         19  governor  --  I hope this will change  --  that

         20  there was an attempt to combine depressed area

         21  funding with tech funding.  The money was scattered

         22  all over, and I believe that that was not in the

         23  best interest of the tech sector nationwide, and it

         24  certainly was not necessarily in the best interest

         25  of New York City because less money went to New York
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          2  City I think then might have gone to New York City

          3  had the sole issue of tech funding been how you best

          4  spend that money.  I believe that there was a sort

          5  of scattering, and of course there is a natural

          6  tendency in a political environment to try to gather

          7  as many people as possible on board a particular

          8  objective.  So I understand that aspect of it, but

          9  on the other hand, it's far more useful to focus on

         10  concentration. That comes out of a lot of literature

         11  and it comes out of a lot of my own experience.

         12                 The third is retention, and one of

         13  the points we made in  --  My third and last point

         14  is retention.  One of the points we made in the 1999

         15  report was that we supply many computer science

         16  graduates at the college level that go up to MIT or

         17  to Stanford and they don't come back.  It would be

         18  wonderful if we could try to encourage, to make

         19  clear the opportunities within New York City to

         20  graduate programs in universities here.  Secondly,

         21  try to replicate the environment that attracts so

         22  many recent graduates in computer programming to

         23  Stanford and MIT.

         24                 CHAIRPERSON BREWER: Thank you very

         25  much, John.  Rick Jungers, you're next.
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          2                 MR. JUNGERS: My name is Rick Jungers.

          3    I work for Manhattan Neighborhood Network, which

          4  is the public access television provider and

          5  community media center for the borough of Manhattan.

          6    I'd like to talk a little bit about utilizing

          7  public access community media centers like Manhattan

          8  Neighborhood Network as a resource and partner in

          9  skills transfer and technology transfer.

         10                 Communications is one of the biggest

         11  areas of high tech.  We've brought digital media

         12  training to thousands of residents in Manhattan.  We

         13  also work with non- profit organizations and youth.

         14  The Youth Channel has trained hundreds and hundreds

         15  of people.  We specialize in our outreach work

         16  efforts in reaching non- traditional and under-

         17  served populations bringing new speakers and new

         18  media users to the table.

         19                 If there is talk around funding for

         20  training and job development, I think we should be

         21  considered.  Manhattan Neighborhood Network has

         22  spent millions of dollars on digital media

         23  technology.  That's in place.  We have trainers on

         24  staff who are used to working with non- traditional

         25  populations.  Like I said, we emphasize diversity.
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          2  So I'd just like to bring that to the table.

          3                 CHAIRPERSON BREWER: Thank you very

          4  much.  Council Member White.

          5                 COUNCIL MEMBER WHITE: Mr. Marlin, the

          6  North American Industrial Classification system

          7  defines high tech industry in one way.  Others use a

          8  broader or narrower definition for government

          9  economic development purposes.  How are we to

         10  measure economic impact with a changing view of what

         11  falls within high tech?

         12                 MR. TEPPER MARLIN: That's an

         13  interesting question. I can think of several

         14  answers, but I think it requires a proper one, and

         15  so I'd be happy be answer that question for you, but

         16  I don't want to answer it off the cuff.

         17                 COUNCIL MEMBER WHITE: Okay.  Thank

         18  you.

         19                 CHAIRPERSON BREWER: I have a quick

         20  question which is that again we're back to this

         21  issue of an office and collaboration. That does seem

         22  to be a recurring theme.  We've never had that.  Do

         23  you think that that would in fact get the

         24  universities, the skilled workforce, the funding?  I

         25  was interested that Mr. Rose in his comments that he
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          2  submitted said the same thing.  So Sandy, do you

          3  want to comment on that?  I mean did that come up

          4  enough times in your interviews so that you really

          5  feel it would be a good starting point?

          6                 MR. BAYER: I would divide it between

          7  the office.  I think the office is not something

          8  executives are thinking about. That's a means to the

          9  end.  We have all these issues, lack of branding,

         10  lack of information, lack of coordination.  So this

         11  is one mechanism.  An executive, obviously, just

         12  wants to know can I get my funding?  Can I get my

         13  workers?  Can somebody help?  Can I collaborate?

         14                 In terms of the universities, I would

         15  that I think there's an opportunity, but it's an

         16  opportunity that a lot of the executive don't

         17  recognize.  What I mean by that is not only do only

         18  a quarter of them say they're working with the

         19  universities, when most of them you say well what

         20  are your needs?  Working with universities comes far

         21  down.  Now they knew that I have a problem and

         22  there's a professor or unit at a university that can

         23  collaborate with me to help me solve my problem and

         24  advance my business, they would be interested, but

         25  they don't recognize.  So I think there needs to be
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          2  a much better job at letting them know what's

          3  available.

          4                 To be honest, as I think you know,

          5  anyone who has been involved  --  and I'm less

          6  involved in economic development than I used to be,

          7  but 15 to 20 years ago, for quite a while, I was

          8  very involved, and I think there's a lot of

          9  perennial problems. One of the perennial problems, I

         10  think, has always been in New York City was that the

         11  university community here just seems to be less

         12  entrepreneurial focused, less flexible, more worried

         13  about their rights and more bureaucratic.  People

         14  always hear that over and over, and that it seems to

         15  be easier to do a deal with an arrangement with

         16  universities in other locations.  I know that

         17  universities recognize this.  They're working at it.

         18    So I think there's also somewhat of a cultural

         19  shift on the part of the universities that has to

         20  happen, but I do think an office to focus on all

         21  these issues whether it is looking at self-

         22  employed, looking at better communication, looking

         23  at the branding, looking at ways --  I think that's

         24  a great idea -- how we can encourage the MA's and

         25  PhD's that are either generated here, or that got
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          2  BA's here and then went and got their PhD's at MIT

          3   --

          4                 CHAIRPERSON BREWER: They come back.

          5                 MR. BAYER: I think it's a great focal

          6  point.

          7                 CHAIRPERSON BREWER: Okay.  Thank you

          8  very much.  I appreciate it, and we will keep in

          9  touch.  Thank you.

         10                 Next is Mary Vavruska, and Eric

         11  Zimmerman from Gamelab, and Ted Brown from CUNY, and

         12  Dora Maria Abreu is with the Society of Hispanic

         13  Professional Engineers.  I think we can get four

         14  chairs up there.  Try to keep your remarks short and

         15  pithy.

         16                 MS. VAVRUSKA: Good afternoon

         17  honorable members of the New York City Council.  I

         18  thank you for this opportunity to speak to you on

         19  behalf of the Queens Chamber of Commerce about the

         20  New York City technology sector.

         21                 CHAIRPERSON BREWER: And what's your

         22  name?  I'm sorry.

         23                 MS. VAVRUSKA: Okay.  I'm Mary

         24  Vavruska, and I own a small business, TCE Systems,

         25  but I am Chair of the Queens Chamber Information
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          2  Technology Committee, and I am testifying on their

          3  behalf.

          4                 Our committee has been completing its

          5  tenth year of operation.  We conduct seminars to

          6  educate businesses about telecom products, services

          7  and technology and assistance programs.  We publish

          8  a column called Tech Talk in the Queens Chamber

          9  Magazine.

         10                 Every year our legislative platform

         11  includes technology related issues.  I would like to

         12  focus on a few of these issues because they coincide

         13  with some of the items in the ITAC report.

         14                 I have intentionally excerpted items

         15  from the 2004 platform to reinforce our longstanding

         16  support which we've done for a number of years.  We

         17  support the following, among other things,

         18  incubators that focus on high tech, biotech and

         19  nanotech development; community technology centers

         20  to assist small and medium- sized businesses and

         21  residents in updating their technology skills.  We

         22  encourage the conversion of factory space for high

         23  tech back offices.  As a matter of fact, we did a

         24  survey to try to determine how many SMART buildings

         25  there were in Queens, and we weren't really
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          2  successful with our survey, but at least we made the

          3  effort.  We were out there.  We had the foresight to

          4  do it a couple of years ago.

          5                 CHAIRPERSON BREWER: I remember when

          6  you did that.

          7                 MS. VAVRUSKA: We provide increased

          8  broadband access to under- served New York City

          9  areas.  As you know Councilman Brewer, I testified

         10  three years ago at your hearing, right?  And also

         11  went to the Bridging the Digital Divide seminar that

         12  you had.

         13                 The Queens Chamber is developing and

         14  interim database for its website.  It will enable

         15  businesses to contact colleges in Queens to obtain

         16  matches for businesses with skills that these small

         17  businesses might need.

         18                 I should indicate that we outreach to

         19  Information Technology High School in Long Island

         20  City, and the interns were very helpful in providing

         21  us with some information.

         22                 In the past, we've even had the

         23  principal from I.S. 145, which is an intermediate

         24  technology school.  So we have been outreaching to

         25  students for quite some time, and we do feel there
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          2  is a huge population there.

          3                 We want to partner with you to make

          4  your ambitious agenda a reality.  We know New York

          5  City has the technical expertise, human resources

          6  and New York City has a huge emerging workforce and

          7  a very diverse one which will serve our global

          8  economy very well.  It is a matter of taking all the

          9  wealth and channeling it into a common objective.

         10                 Thank you for focusing on this

         11  important element of New York City economy.  It will

         12  be a boom to Queens and all the boroughs.  Thank you

         13  very much.

         14                 CHAIRPERSON BREWER: Thank you very

         15  much.  Who would like to go next?

         16                 MS. ABREU: Good afternoon, Madam

         17  Chair and members of the Council and the public that

         18  are here today.  I'm actually one of the products

         19  that you keep speaking about in this whole forum,

         20  born, raised, educated here in New York City.  I am

         21  an IT professional, and I sit on the Board for the

         22  Society of Hispanic Professional Engineers.  A lot

         23  of the gaps that you're speaking to and the points

         24  that you speak to are the gaps that we fill.  Very

         25  grass roots and for example, I do volunteer for  --
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          2                 CHAIRPERSON BREWER: You need to

          3  identify yourself, madam.

          4                 MS. ABREU: Oh, sorry.  I speak fast.

          5  Dora Maria Abreu.  I actually do volunteer my time

          6  to translate web pages for the Manhattan

          7  Neighborhood Network, things like that.  There are

          8  things that are constituency, our membership then

          9  fills and helps to put in in some of those things.

         10                 When somebody made a reference to

         11  companies and how they recruit, I've worked in

         12  several companies and they all pretty much recruit

         13  the same way, conferences.  They have super days at

         14  the university, and especially when you're an Ivy

         15  League school, you have companies that have

         16  partnerships with you that strictly just recruit at

         17  your Ivy League schools or research centers

         18  depending on how they are.  They also develop

         19  partnerships with organizations such as CHAP, or

         20  NASBE or SWIE, or you know anything along those

         21  lines.

         22                 As far as job themselves, we align

         23  ourselves with a lot of the groups that are here

         24  like NYSIA, things like that, that we know will

         25  train us the skills.  Technology changes so quickly.
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          2  By the time I graduated, I had learned C and Pascal

          3  in Fortron. The industry was already moving toward

          4  JAVA and object- oriented C. Cobol people were like

          5  totally out.  Now they're in the in because nobody

          6  else knows it.

          7                 When I talk about this organization,

          8  I just want to address a few things of what the

          9  organization does.  One of the things we do is that

         10  we do address them.  We address a lot of things in

         11  the college level, but also now professional

         12  membership as well.  Basically, the organization

         13  started in 1974, and we pretty much are focused on

         14  having technical expertise and engineers through the

         15  educational system.  So a lot of our structure is

         16  throughout the U.S. and we do have a structure as

         17  far as a board and things like that, but it trickles

         18  down to what we do on the K through 12 programming.

         19  We try to pretty much pipe in all of our students to

         20  go and participate in different programs that exist

         21  as far as design competitions.  We do an engineering

         22  type of extreme programming and things like that  --

         23    very grass roots.  We mentor. As professionals, we

         24  mentor the college students and the high school

         25  students.  So it's something that trickles down and
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          2  it's not because we're so dense here in New York.

          3  Our north east region, which is region four, is very

          4  densely populated, and we have engineers and

          5  technology people in all walks of life.  It's not

          6  just finance.  It's not just Wall Street.  It's not

          7  just the big firms and companies, but also non-

          8  profit area, educational area. They also are

          9  teachers and professors.

         10                 The national programs that we do  --

         11  we do do a lot of professional development series,

         12  so we do try to prepare a lot of our membership to

         13  be better resume, better interviewers.  You know a

         14  lot of the technology people lack a lot of the

         15  people skills, so they say.  We try to fill in that

         16  gap as well.  We have regional leadership

         17  development conferences.  We have them with

         18  teachers, professors, scientists.  We invite

         19  everyone, all walks of life, all types of engineers

         20  to come and speak about the latest technology and

         21  all of those things.  We have the university also

         22  that we can lean on as well, and we have a very

         23  strong partnership with a lot of the universities

         24  where we have strong chapters. Polytech is

         25  definitely one of them, so we definitely have a
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          2  strong contingency from Brooklyn.  A lot of those

          3  guys are working in Norther Grumman.  That's usually

          4  where they tend to go, and they have a very strong

          5  alumni base as well.  The same thing with CUNY, City

          6  College of New York, Stonybrook.  I mean we overlook

          7  some things sometimes like Brookhaven Labs.

          8  Stonybrook has now purchased that.  So that's

          9  another asset to being an alumni for some of these

         10  schools and the research centers that are there.

         11                 Also we adopt high schools.  So

         12  Brooklyn Tech High School is also now one of the

         13  high schools we're adopting.  We're proactively

         14  doing that as well to plug in a pipeline.  When

         15  you're talking about branding, you're talking about

         16  what is the pipeline going to look like.  It's part

         17  of the education, and getting these students, these

         18  kids, from the minute they're born, practically,

         19  just excited about technology  --  A lot of them

         20  think technology is just the gaming aspect.  It's

         21  not  It's a lot of other things also that fall into

         22  that.

         23                 I did have two links here, which if

         24  you're interested, I can give you the presentation,

         25  but they pretty much depict the programs that we do
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          2  with young kids.  So we bring them in.  We educate

          3  the parents as well.  A lot of parents are in the

          4  big disconnect when it comes to technology.  So it's

          5  educating the parents, or whoever is taking care of

          6  the children at that time in the afternoon.  We do

          7  it on weekends.  We do it on the evenings. It's a

          8  very large and very strong grass roots effort, but

          9  it's something that I think is important.  When you

         10  see the excitement of these kids getting involved in

         11  these different types of programs that we do, it's

         12  really incredible.

         13                 We also have a foundation side that

         14  does strictly K through 12 programming, and a lot of

         15  the things that they do is like we have a national

         16  conference coming up.  We're bringing in over 600

         17  middle school and high school students to be exposed

         18  to one.  We invite the astronaut, Jose Fernandez, to

         19  come.  So it's someone that looks like them that has

         20  actually made it and done it and been out there

         21  doing the things that we only dream about.  A lot of

         22  kids really dream about being an astronaut.  That's

         23  something we can do.  They see it as something

         24  that's not possible. And now it's going to be in

         25  Philadelphia.  So it's kind of a big draw for the
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          2  north east schools to really participate in that.

          3                 We offer a lot of internships and

          4  scholarships.  We --

          5                 CHAIRPERSON BREWER: We have to wrap

          6  up, Dora.  Keep going.

          7                 MS. ABREU: Okay.  We do a lot of

          8  partnerships with the National Science Foundation as

          9  well.  So that can help fund a lot of the

         10  educational aspects.

         11                 Here are some of the organizations

         12  that we work like E- Week, First Robotics, which is

         13  very big here especially with Poly.  We have a lot

         14  of mentorship, and with Pace, to do it there. I

         15  address some things, but the gathering storm, just

         16  basically, the world is flat.  We have a lot of

         17  things that we can definitely look at when we're

         18  looking at different perspectives in that aspect.

         19                 We have the link there in all the

         20  reports.  That pretty much speaks to what ITAC in

         21  that report said.

         22                 Other than that, these are the

         23  contacts for the New York City Chapter, and myself.

         24  I sit on the Board.  I've been involved  --  Since I

         25  was a freshman in college, I'm in this organization.
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          2    So we do partner with a lot of organizations, and

          3  we do lean on them.  So definitely, if you have any

          4  questions, you can definitely see me after and stuff

          5  like that.

          6                 CHAIRPERSON BREWER: Thank you very

          7  much.  Mr. Zimmerman.

          8                 MR. ZIMMERMAN: Hi.  I'd like to thank

          9  the Council for giving me the pleasure of speaking

         10  today.  I will paraphrase my comments, and you can

         11  ask me more questions, if you want, afterwards.  As

         12  far as who I am, my name is Eric Zimmerman.  I'm the

         13  co- founder of Gamelab.  I've worked in New York

         14  City for the last 13 years in the game industry.

         15  Gamelab is seven years old with a staff of 30.

         16  We're the second largest game development studio in

         17  New York City.  It's not a large size for a company,

         18  but there are very few game companies here.

         19                 I suppose I'm here to represent from,

         20  on the one hand, the entrepreneurs point- of- view,

         21  and on the other hand, tell you a little bit about

         22  the game industry and how New York City might help

         23  foster an increase in my industry here.

         24                 My company does games for education

         25  and entertainment for children and adults.  We work
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          2  with local companies like MTV, VH1, Sesame Workshop,

          3  HBO, Nickelodeon.  We've also worked with plenty of

          4  people outside of New York City like Mattel and Lego

          5  and Leapfrog and Microsoft and Yahoo.  So we work

          6  with  major partners doing mostly online games.

          7                 I also have taught a lot at local

          8  universities, NYU, Parsons School of Design, School

          9  of Visual Arts, written and published extensively

         10  about games.  I'm very active in my industry through

         11  the International Game Developer's Association, and

         12  also the Entertainment Software Association.

         13                 Suffice to say that games are a

         14  massive new form of popular culture approaching an

         15  economic scale, film and television, and while New

         16  York City has seen, and is home to, virtually every

         17  kind of media, the game industry in New York City is

         18  virtually non existent by comparison.  I think that

         19  there's wonderful opportunity in New York City as

         20  games really become the ascendant popular culture of

         21  the coming century to establish itself as a home for

         22  what games are.

         23                 Now, as Franklin said earlier, what

         24  we mean by games is not necessarily shooting 3- D

         25  space aliens.  Games can mean a lot of different
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          2  things.  It can mean games that help people learn,

          3  games for teaching.

          4                 There's an organization in New York

          5  City that is expressively involved in games geared

          6  towards social change. There's a creation of games,

          7  but also the scholarship of games, education of game

          8  developers.  There's also the financing of funding,

          9  distribution, marketing and sale of games as well.

         10  Games have a very intimate relationship with the

         11  advertising industry these days.

         12                 I think that the challenge for New

         13  York City is to leverage its unique strengths

         14  because as opposed to other high tech sectors, games

         15  are cultural, and New York City as a cultural center

         16  with its strengths in everything from film and

         17  television, theater, publishing, journalism, et

         18  cetera, has a very unique opportunity to establish

         19  itself as a different kind of game center.

         20                 As far as running a company here in

         21  New York City, there have been some challenges, but

         22  there also have been some unique advantages as well,

         23  specifically tapping into the creative communities

         24  here in New York City.  Also the fact that we have

         25  access to so many potential partnerships.  The
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          2  companies that we work with would much rather work

          3  in a face- to- face fashion with a partner studio

          4  like my company.

          5                 I'm going to skip ahead in terms of

          6  some of the particular incentives.  Programs that

          7  would help us out, in general, I really agree with

          8  the findings of the ITAC study that was presented in

          9  the report.  Financial incentives, access to funding

         10  sources, venture capital or project- based

         11  financing, networking or match- making services that

         12  would link us up with other local companies that

         13  would be useful such as animation studios, digital

         14  sound production studios, advertising agencies that

         15  are looking for game- related work.  No such match-

         16  making services exist now.

         17                 Lastly, there are in New York City,

         18  some world- class game- related university programs

         19  at places like Columbia, NYU, Parsons School of

         20  Design at the New School and other places as well.

         21  Virtually every university in New York City has some

         22  kind of game- related curriculum.  Those students

         23  graduate and generally leave New York City because

         24  there are no jobs here.  So there's an opportunity

         25  to try and match- make some of those students with
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          2  local companies.

          3                 The last think that I want to point

          4  to is my experience of Montreal, and what that city

          5  has done as an example to what New York might look

          6  to for fostering game development here. There's a

          7  very well established conference in Montreal, the

          8  Montreal International Game Summit.  When I was a

          9  keynote speaker there a few years ago, the

         10  conference which is put on largely by the City and

         11  provincial government of Montreal and Quebec took

         12  all the speakers out to dinner, kind of a lavish

         13  dinner, and talked to us about what it would mean to

         14  move our companies there, or to open a branch office

         15  there, what the financial incentives were, what the

         16  quality- of- life in Montreal was like, all of the

         17  assistance that they could give us.  There literally

         18  is nothing of the equivalent sort that New York City

         19  and New York State is doing to try and foster game

         20  development on that kind of one- to- one level,

         21  truly networking with industry organizations, the

         22  local game companies there.  I think there's a lot

         23  that could be done.  That's just one small example,

         24  but I'm here to stay.  I'm not moving to Montreal

         25  anytime soon, and I've worked over the last 13 years
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          2  to try and foster the game development community and

          3  other aspects of the game industry here in New York

          4  City.  I'm happy to continue working with the City

          5  to do so.

          6                 CHAIRPERSON BREWER: Mr. Madison has

          7  raved about you for years.  Now I know why.  Thank

          8  you.  Mr. Brown.

          9                 MR. BROWN: I want to thank you  --

         10                 CHAIRPERSON BREWER: You need the  --

         11  You have a lot to  --  Keep going.  You have to keep

         12  up with Mr. Zimmerman, Mr. Brown.

         13                 MR. BROWN: He's a hare act to follow.

         14    I've met him at other meetings.

         15                 CHAIRPERSON BREWER: He's quite

         16  something.

         17                 MR. BROWN: That he is, yes, and

         18  actually, I think the gaming industry is something

         19  that should be  --

         20                 CHAIRPERSON BREWER: Opportunity to

         21  should jump at it.

         22                 MR. BROWN: I wanted to thank ITAC for

         23  creating this report and Gale for actually holding

         24  this meeting and being so interested all the time in

         25  high tech.
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          2                 CHAIRPERSON BREWER: You should

          3  identify yourself, Ted Brown.

          4                 MR. BROWN: You did.  Ted Brown.

          5                 CHAIRPERSON BREWER: Okay.  Go ahead.

          6                 MR. BROWN: I have grandchildren.

          7  You've met some.

          8                 CHAIRPERSON BREWER: Yes, I have.  I

          9  know them all. Go ahead.

         10                 MR. BROWN: So I have a definition of

         11  high tech which would be hardware, software and so

         12  on, everything computing- related is high tech to

         13  me.  My expertise is really in computing.  So I'll

         14  talk to that aspect, but you could think of a wet

         15  lab and software as being high tech and that being

         16  in the software industry in some sense.  Gaming is

         17  certainly a software type of industry with hardware.

         18    I think robotics as well.

         19                 Anyway, one other I wanted to say

         20  before I talk about issues that I came for.  I have

         21  been Chair of this economic development group that

         22  David Hockman (phonetic) has been running for a few

         23  years with Ira Rubinstein (phonetic) being the

         24  funder through NYSTAR and SLOAN, and I think it is a

         25  worthwhile effort that should go on.  This was in
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          2  answer to a question you asked earlier today,

          3  something with Saul.  It's something that should

          4  continue.  It did have representation of many

          5  universities and other non- profits and hospitals,

          6  and so it is something that is worthwhile doing to

          7  get the universities together to talk about how they

          8  too can work on working at making New York City a

          9  center for high tech.

         10                 New York City has always been a

         11  center for high tech, even now.  It's just lost some

         12  of its buzz after the dot com bust.  I meet lots of

         13  small companies that are eager to work and have lots

         14  of ideas.

         15                 CHAIRPERSON BREWER: Yes, go ahead.

         16                 MR. BROWN: Oh, I have to do this.  So

         17  we have to talk about  --

         18                 CHAIRPERSON BREWER: You can just

         19  summarize.

         20                 MR. BROWN: It's going to go quickly.

         21  I know it's late.

         22                 CHAIRPERSON BREWER: It is, and we

         23  have more panels. So go ahead.

         24                 MR. BROWN: Oh boy, panels.

         25                 CUNY actually graduates a large
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          2  number of computer science graduates, especially

          3  through bachelors program, B.A. and B.S. programs.

          4  These are estimates.  I would say there's about 800

          5  graduates a year in CUNY.  The Ph.D. granting

          6  institutions do a survey every year, and they have a

          7  number of graduates, so 50,000 that I put down here

          8  is very high because most large colleges, of course,

          9  have Ph.D. programs, so it's more like probably

         10  20,000.  CUNY graduates somewhere between two

         11  percent or more of the computer science graduates in

         12  the country.

         13                 What happens when you graduate a

         14  computer science program.  What you do is get

         15  trained in how to think abstractly and more about

         16  concepts, not technology, and so there's a gap in of

         17  what small companies need and what has been trained

         18  in the computer science disciple.  The Software

         19  Institute and others and through Bruce, we have

         20  tried to reduce that gap, or narrow that gap, or

         21  almost reduce it to zero, by giving the students

         22  technology training passed their degree, or within

         23  their degree, outside their degree.  That's

         24  something that should continue.

         25                 I know the Council is funding this,
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          2  but high tech for graduates of B.A., B.S. programs

          3  is also an important issue that should be looked at.

          4                 I'm going to, because it's late, just

          5  talk quickly. There's another aspect that I think is

          6  important.  We used a National Science Foundation

          7  grant with Colleen here, who's now at ITAC as our

          8  coordinator to meet a lot of small companies.  What

          9  the grant allowed us to do is provide funding for

         10  faculty and students to work with those small

         11  companies and help them with their product.  This

         12  helped a number of companies, some of them here

         13  today, Children's Progress  --  well that's the only

         14  one that was here today, but Children's Progress

         15  actually used that grant to get a much bigger grant,

         16  an SBIR federal grant based on the work that we did

         17  there.

         18                 So there are two things that I think

         19  we should be doing here, and I think the third thing

         20  that Eric has suggested is sponsor conferences where

         21  you get people nationwide, worldwide, to come to New

         22  York City particularly for IT or high tech.  That

         23  will make New York City known more for its high tech

         24  quality.

         25                 The two things that I'm talking about
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          2  here is some kind of funding for faculty and

          3  students to work with small companies because

          4  faculties and students need funding to do it, and

          5  the small companies don't have the wherewithal to do

          6  it.

          7                 There's another aspect of our

          8  training that is important.  We send about 200

          9  students a year to City agencies for internships

         10  that are paid through the City.  It's about $4

         11  million dollars a year now, and a large number of

         12  them  --  it's about six years old  --  a large

         13  number of them get hired by the City afterwards.  So

         14  this is another way of getting students trained and

         15  job ready.  It works with about 20 agencies.

         16                 We're going quickly through this.

         17  Okay, so those are the two aspects that I think we

         18  should work on.

         19                 CHAIRPERSON BREWER: That's very

         20  helpful.  Thank you very much.  Are there any

         21  questions?  Thank you very much, and we will follow-

         22  up on the gaming industry in particular.  I really

         23  appreciate your being here today, and all the other

         24  aspects of what was discussed.  Thank you.

         25                 Next is Charles O'Donnell, George
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          2  Falus, George Rosamond and Hans Zaunere.  We also

          3  have Luther Smith in the audience.  He's very well

          4  known in New York, and we appreciate him being here.

          5                 Who would like to start?  You can

          6  start whenever you like just introduce yourself.

          7                 MR. ZAUNERE: My name is Hans Zaunere,

          8  and I started New York PHP.  PHP being a programming

          9  language primarily for the --

         10                 CHAIRPERSON BREWER: Hans, talk right

         11  into the microphone if you can.

         12                 MR. ZAUNERE:  --  Primarily for the

         13  web and the internet.  It's a programming language.

         14  I don't have really too much prepared here.

         15                 CHAIRPERSON BREWER: That's okay.

         16                 MR. ZAUNERE: I do have a statement.

         17  I think one of the key things to think about is that

         18  the study was actually called the buried treasure or

         19  the hidden treasure, which implies that there is a

         20  treasure, and I think through conferences and

         21  through events and training that type of treasure

         22  can come to the surface and create the buzz that New

         23  York rightfully deserves as far as having the

         24  technology here.

         25                 When I first heard about the study,
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          2  quite honestly, myself and people I know said yeah,

          3  we kind of already knew that. We know there is a

          4  rich, vibrant technology underground, but it's just

          5  that.  It's vibrant, but it's underground and maybe

          6  not that visible.  Through things like conferences,

          7  social networking, websites for the actual City

          8  themselves, I think we can really build up that

          9  buzz, and do what I think we all intend which is to

         10  let it come to the surface.

         11                 CHAIRPERSON BREWER: Thank you very

         12  much.  Do you want to speak?

         13                 MR. O'DONNELL: Good afternoon.  My

         14  name is Charlie O'Donnell.  I'm the CEO and co-

         15  founder of Path 101, which, as of today, is about

         16  six days old.

         17                 CHAIRPERSON BREWER: Thank you for

         18  joining us.  Thank you.

         19                 MR. O'DONNELL: It's a New York City-

         20  based start- up focused on career discovery and

         21  development.  I'm also the founder of Next NY, which

         22  is a grass roots, participant- driven organization.

         23  As of yesterday, we have about 1,121 members.  We

         24  started last year in February.  It's technology and

         25  digital media professionals.  It's developers,
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          2  designers, investors, marketers, basically pretty

          3  representative of the up and coming technology scene

          4  in New York.  We are very flat as an organization.

          5  In fact, nobody runs it.  Anybody who wants to come

          6  and create an event  -- I mean we've done everything

          7  from open houses at Google to our last event was

          8  about sports and digital media that was run by an

          9  employee of Sports Bite, which is a local start- up

         10  in that space.

         11                 Before founding my company, I worked

         12  for Union Square Ventures, which is a $125 million

         13  dollar early stage venture capital fund focused on

         14  New York City investments.  Then I worked for

         15  Oddcast, which is a local interactive advertising

         16  company that has about 50 employees.  I also teach

         17  an entry- level entrepreneurship class at Fordham.

         18  So if you want to talk universities, start- ups,

         19  investing, whatever side of it, I've had a lot of

         20  experience in a short amount of time.

         21                 I'll paraphrase my comments.

         22  Basically, a couple of things.  One, a lot of the

         23  members of the technology community we've seen in

         24  the numbers work for larger companies, and I think

         25  that's great that there are those jobs in the
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          2  economy, but a lot of those jobs are about

          3  satisfying business objectives.  There are about

          4  maintenance of systems, creating efficiency.  There

          5  are not sort of core technology businesses, and not

          6  necessarily the ones where you are going to see

          7  people pushing the envelope of creativity and

          8  innovation.  I'm more focused on the start- up area.

          9                 The culture of start- ups in New York

         10  is something that's really important.  I grew up

         11  here.  I grew up in Brooklyn, went to high school in

         12  the City, went to college in the Bronx, and up until

         13  about two years ago where I met Brad Burnham

         14  (phonetic) and Fred Wilson from Union Square, I

         15  didn't even really know there was a tech center in

         16  New York.  I went to school up through the late

         17   '90's, and I was much more focused on Wall Street

         18  and finance, and that's what I saw as my

         19  opportunity.

         20                 CHAIRPERSON BREWER: So it speaks to

         21  the branding issue.

         22                 MR. O'DONNELL: Yes.  I think it's

         23  very important to get into these schools as early as

         24  possible, high schools, colleges.  I mean kids from

         25  Stuyvesant and Hunter College and Regis High School,
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          2  my own school, should be starting businesses.

          3  Executives should be coming and telling them that

          4  there's an opportunity to work for yourself to

          5  create, and nobody really did that.

          6                 I think one of the issues  --  just a

          7  real specific example.  Universities have a very

          8  high incentive to get people with terminal degrees

          9  to teach, and if your developing hard core

         10  technology, if you're building chips, that's easy.

         11  The New York City start- up environment isn't really

         12  like that.  So it is by some miracle that I am

         13  actually teaching a class at Fordham because I don't

         14  have an MBA.  I don't have a Ph.D.  It's really only

         15  because I'm an alumni, and they know me.  They have

         16  to have a certain number of Ph.D.'s.  Well, you know

         17  what?  There aren't a lot of Ph.D.'s who worked at

         18  start- ups that are not sort of high technology.  So

         19  there aren't a lot of people at Fordham, for

         20  example, who can tell students yes, I've worked at a

         21  technology. Yes, this is an opportunity for you.

         22                 If you want to think about where to

         23  give tax breaks, give me a tax break on my salary

         24  from Fordham because it isn't much, and it's

         25  actually much more like volunteering than anything
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          2  else.  I mean schools just really can't afford to

          3  get executives who have worked in technology

          4  companies to actually come on campus and teach and

          5  spend a lot of time there.

          6                 In terms of funding and investment

          7  funding, I would say it's great to have a lot of

          8  grant programs and all that, but I really think that

          9  they need to be easier to access.  So, for example,

         10  I spent some time at ITAC talking about grant

         11  opportunities, and they're opportunities that there

         12  are two application dates a year.  One of them was

         13  coming up in a few months.  I'm going to have my

         14  financing done before that application probably

         15  needs to come in, and that application is probably

         16  going to be some 50 page document that I'm going to

         17  have to write up.  Frankly, it's easier to go to

         18  people that I know in the tech community who can

         19  figure out my reputation, look at a quick business

         20  plan.

         21                 The other thing I would say is about

         22  the physical spaces and infrastructure.  Bruce

         23  testified that the economics of creating incubators

         24  is very difficult.  My company right now is located

         25  at two free desks that were given to us by Matt
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          2  Blumberg who is the CEO of a company called Return

          3  Path on 23rd and Park. There are a lot of medium-

          4  sized, large companies that have a couple of empty

          5  desks.  When we were looking for cheap start- up

          6  space, there were more than enough companies that

          7  were willing to give us a desk for either free or

          8  $250 a month, whatever it was.  They're not

          9  incubators, but they essentially all that it takes

         10  to be an incubator.  Return Path should get credit.

         11  There should be an economic incentive for a company

         12  like Return Path to have when they have five empty

         13  desks to give them to a start- up rather than

         14  recreating that environment from scratch at a very

         15  high infrastructure.

         16                 One last thing, and then I'll finish

         17  up.  I think it's incredibly important for any

         18  government, state, whatever kind of official who

         19  wants to understand what's going on in the

         20  technology space and how to support the tech

         21  community, to join it. You can build the most

         22  fantastic incubator program, whatever it is, and

         23  open the doors.  On day one, you're not going to

         24  have anybody unless people know who you are.

         25                 NextNY is a group of a ton of young
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          2  professionals. They don't know all of these

          3  programs.  They don't know about the grant programs.

          4    We talk amongst each other.  For example, I found

          5  my CTO, my co- founder at a nextNY event in Brooklyn

          6  that we called Next Brooklyn, and it was for people

          7  who live and work in Brooklyn in the technology

          8  center.  Somebody volunteered their rooftop.  It was

          9  a barbecue, and we had like 75 people there.  Those

         10  are the types of events.  You're more than welcome

         11  to come.  Talk to our entrepreneurs.  Find out what

         12  they actually want.  Use the same types of

         13  technologies that we use.  We read blogs.  If

         14  somebody is going to send out a physical paper or

         15  report, it's not going to get to the tech community.

         16    Join LinkedIn.  Be a part of our community, and I

         17  think you're going to get a lot more feedback, a lot

         18  more traction.

         19                 CHAIRPERSON BREWER: And that would

         20  help with the branding too.

         21                 MR. O'DONNELL: It would absolutely

         22  help with branding too.  That's all.

         23                 CHAIRPERSON BREWER: Okay.  Thank you

         24  very much.

         25                 Hans, where are you located?  Picking
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          2  up on some of the suggestions that Charlie made, do

          3  you feel similarly that the infrastructure could be

          4  handled a little bit differently, that we need

          5  branding, that the City has to sort of leave some of

          6  the offices and go out and talk to people in order

          7  to get this industry more vibrant?

          8                 MR. ZAUNERE: To answer the first part

          9  I'm at 55 Broad, the tech center.  Ironically enough

         10  I probably don't have legal residence there as I

         11  share it with another ISP who is there, and our rent

         12  is continuing to go up which is an issue.

         13                 I think the branding issue is

         14  extremely important, and perhaps even more so the

         15  visibility is extremely important. These incubation

         16  programs and so forth are valuable and can play an

         17  important role.  Sometimes, they're a little more

         18  trouble than they're worth quite frankly.  Where as

         19  I feel that if there was some kind of big tech

         20  event, big social networking site for the City, it

         21  would really put the visibility up that the City

         22  needs, that people need outside of the City to know

         23  that there is a vibrant community here.

         24                 When I first moved here permanently

         25  from upstate New York, I started the New York PHP
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          2  group, and there wasn't a PHP group at all, which is

          3  around that specific technology.  We're now 3,000

          4  members strong, largely in New York and outside of

          5  New York. People have joined from all over the world

          6  in fact just because they feel that if it has New

          7  York on it it's got to be good.  So it's a sense of

          8  if you build it, people will come and people will

          9  participate.

         10                 One other point, the New York tech

         11  community kind of has a little bit of a bravado to

         12  it maybe where they don't want to take the time to

         13  really  --  They don't want to go the extra mile

         14  sometimes.  So I think sometimes you need to do some

         15  types of incentives, or some type of buzz to build

         16  that up to get them going.

         17                 CHAIRPERSON BREWER: Okay.  Thank you

         18  both very much. I'm sure there will be lots of

         19  follow- up.  Thank you.

         20                 Anthony Soudatt, Yossef Heskiel and

         21  Kevin Grahey. Thank you very much.  Go ahead whoever

         22  would like to start.

         23                 MR. SOUDATT: My name is Anthony

         24  Soudatt.  I'm a member of the Board of Directors at

         25  the New York County Lawyers Association around the
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          2  corner.  I also am the Vice Chair of the Cyberspace

          3  Law Committee of the Association.  My views are my

          4  own. They don't reflect on the association.  Ms.

          5  Brewer was kind enough earlier in the year to sit on

          6  my net neutrality panel, and I figured I would come

          7  and return the favor.

          8                 CHAIRPERSON BREWER: I appreciate your

          9  being here. That was fabulous.

         10                 MR. SOUDATT: In terms of background,

         11  I started off as an engineer, went to law school,

         12  came out, spent a significant number of years

         13  practicing law, getting into technology consulting.

         14  Along the way, I did some consulting for companies

         15  like AT&T, Bell Labs and the Gartner Group.  I've

         16  also been involved with start- ups in the capacity

         17  of being a senior vice president for e- commerce,

         18  and so I think I have the experience both from the

         19  technology and from the legal side.

         20                 I'm here to encourage the Council to

         21  expand. Looking at the ITAC report, I thought it was

         22  I thought it was a very well done report, but I

         23  think what was perhaps missing from it is the other

         24  challenges which, in my view, would be the legal

         25  challenges.  I think that within the IT area, not
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          2  just IP, but the legal challenges there for start-

          3  ups are very significant.  It requires very

          4  specialized legal knowledge, which is very fluid and

          5  very expensive.  I could run down the list of things

          6  that companies run into.  From the very beginning,

          7  just forming a corporation happens to be a very

          8  expensive thing in New York to do primarily because

          9  of this archaic system that you have to publish your

         10  formation in a newspaper and do it four or six

         11  times.  I'm not sure right now.  The law was

         12  recently changed.

         13                 Things like generating funding, for

         14  example.  Mr. Madison was talking about securing a

         15  patent.  Not many start- up companies are going to

         16  get to the stage of doing the patent, but even in

         17  terms of securing funding to put together your

         18  documentation to do, for example, like a private

         19  placement memorandum requires probably on the order

         20  of like $20,000 dollars to pay for that document

         21  before you can get one penny coming in.

         22                 Within the IT sphere, a lot of the

         23  information that is the core of your company is very

         24  proprietary, and you're trying to get funding as

         25  you're trying to talk to other people.  Chances are
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          2  you are going to be using things like non-

          3  disclosure agreements, non- compete agreements for

          4  the employees that you have in place.

          5                 There's the issue of protecting your

          6  own IP, and also knowing how not to infringe other

          7  peoples IP.  So I would recommend that we give some

          8  consideration to having that legal framework, and

          9  when we talk about an incubator, also consider

         10  perhaps like a legal incubator.  Perhaps, and again

         11  I'm not speaking on behalf of any of the local bar

         12  associations, but maybe there is a place for bar

         13  associations to work with the IT sector in terms of

         14  putting together that kind of framework that will

         15  help companies to get that roadmap as to how do you

         16  get going, how do you make sure that you follow the

         17  correct path in terms of not just starting your

         18  company, getting funding, but also protecting your

         19  intellectual property.

         20                 CHAIRPERSON BREWER: Thank you very

         21  much as always. Do you want to go ahead, sir?

         22                 MR. HESKIEL: How are you, Council

         23  Member Brewer, Council Member White?  How are you

         24  doing?  How are you?  Good afternoon, Council

         25  Members and members of the panel.  My name is Yossef
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          2  Heskiel, and I'm the Director of Technology Services

          3  for the NonProfit HelpDesk, which is a division of

          4  the Jewish Community Council of Greater Coney

          5  Island.

          6                 As part of an organization that

          7  provides many levels of job readiness preparation

          8  for many segments of the population, and as a

          9  technology services provider to over 700

         10  organizations through out the City, I believe we

         11  have a very unique perspective on how the issues

         12  raised in this report affect and are affected by the

         13  non- profit sector, as well as a sense of how these

         14  issues interact with some of our most vulnerable

         15  populations.

         16                 One of the recommendations the report

         17  makes is to upgrade the City's infrastructure,

         18  including telecommunications and energy, which I

         19  haven't heard anything about really today thus far.

         20  In our experience, this is an incredibly important

         21  issue.  There are still many places in the City

         22  where moderately high speed and robust internet

         23  connections are still hard to come by, and quite

         24  expensive.  Even more basic issues sometimes come

         25  up.  Inadequate transportation and electrical power
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          2  are examples of two issues we've had to help

          3  organizations work around.  High speed wireless

          4  access is not as a basic issue, but it's still far

          5  too hard for an ordinary business to come by.  It's

          6  far from surprising to me that a third of the

          7  executives seriously considered relocating outside

          8  of the City.

          9                 One of the points that the report

         10  makes is that the employers need assistance in

         11  finding skilled workers.  It recommends educational

         12  initiatives to help create a greater technology

         13  workforce.  For this to happen, schools and the non

         14  profits that work with them to create the kinds of

         15  programs recommended by the report need to have the

         16  funding to keep their own technology up to date.

         17  They also need enough money to train their staff and

         18  hire the technology support needed to make these

         19  programs actually work.

         20                 While K through 12 programs are

         21  extremely important, so are programs that tap into

         22  the adult population to provide workers with the

         23  appropriate skill sets in a much shorter time frame.

         24    We need to make sure that these programs have

         25  access to up to date technology and training.  When
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          2  job training readiness programs of all sorts are

          3  forced to use seven and eight year old computers on

          4  networks that can barely handle its load, it creates

          5  a disconnect from the kind of technology awareness

          6  most workers need, even those who are not directly

          7  part of the IT industry.

          8                 Individual's access to inexpensive

          9  and easily available broadband and technology also

         10  helps people learn about the technologies they need

         11  to know about, and may also help otherwise qualified

         12  workers with specific issues to make the transition

         13  to full workforce participation in well paying

         14  technology related jobs.

         15                 It is important to realize that the

         16  same issues that face educational and training

         17  programs also face all other non profits, affecting

         18  the small to mid- sized organizations most severely.

         19    Organizations that provide supportive services to

         20  families, need among other things, the kinds of

         21  technology support I've mentioned, as they help

         22  provide the support structure that helps people

         23  enter the workforce, stay there and move up the

         24  ladder.

         25                 All of the small to mid- sized social
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          2  and human services providers need this kind of

          3  support to be successful if we want New York City to

          4  remain the great city it has always been.

          5                 That's it.  Thank you.

          6                 CHAIRPERSON BREWER: Thank you for all

          7  your support, and certainly thank all of your

          8  colleagues, whom I love, at the HelpDesk as you

          9  know.

         10                 I have a question about the legal

         11  aspect.  Obviously in your own practice maybe you

         12  work on helping some of the start ups, but do you

         13  hear, either through the bar association, or just in

         14  your incredible contacts, that there is any kind of

         15  a network from some of these start- ups?  How do

         16  they reach out to legal community?  In other words,

         17  is there any kind of a buzz going on on that front?

         18                 It was interesting listening.

         19  Obviously some of the more sophisticated, like the

         20  gentlemen, Mr. Zimmerman who spoke was producing

         21  games, probably has legal talent, but the smaller

         22  ones may not.  Obviously the bigger ones do.  It's a

         23  specialty.

         24                 MR. SOUDATT: There really isn't  --

         25  I should say that up until about May of this year I
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          2  was also the Chair of the Pro Bono Committee at that

          3  NYCLA, and along the way I had made some repeated

          4  attempts to get some technology committees involved

          5  in putting together a pro bono program that would

          6  help start- ups and companies of that size.

          7  Unfortunately, I was not quite as successful, and

          8  there really isn't to my knowledge any volunteer

          9  programs out there that will help.

         10                 Essentially, a lot of the start- ups

         11  are left to either figure things out on their own,

         12  or to find legal services that are affordable.  What

         13  I have seen, I can tell you, in my practice is that

         14  lots of times, because the internet is such that you

         15  can find anything on the internet, I've actually

         16  seen people advocate that there are sites that you

         17  can go on and find all sorts of documents even to

         18  the point of going out to Edgar, for example,

         19  pulling off SEC documents and customizing them to

         20  your particular needs for your company.  The problem

         21  with that is that  --  I'm not necessarily one who

         22  thinks that a lawyer has to be involved in every

         23  single transaction, but sometimes the knowledge

         24  contained within such a document can be fairly

         25  specialized, and what typically happens is that the
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          2  larger companies, and the more successful companies,

          3  probably at that point can afford legal services.

          4  It's trying to get from the initial stage of a

          5  start- up to where you can afford.  I would argue

          6  that the resources that you have to find to pay for

          7  space, if you are in a crunch in terms of finding or

          8  being able to pay for your space, and lighting, and

          9  a desktop, you're going to be in a much greater

         10  hurdle to pay for legal services.

         11                 CHAIRPERSON BREWER: Okay.  Well I'm

         12  sure that my colleague will have some comments, but

         13  I want to thank everyone who participated today.

         14  Even though we had a hearing on the same topic a

         15  couple of years ago, in technology world, two years

         16  ago is decades.  I think it's an exciting sector.

         17  We do have a lot of work to be done, as we learned

         18  here today, but the report gives us some guidance.

         19  So I thank everyone for putting that together, and I

         20  think EDC and the City agencies will respond and

         21  will certainly prod them along.  Thank you for being

         22  the last two speakers, but I thank everyone who

         23  joined us here today.

         24                 My colleague, Council Member White.

         25                 COUNCIL MEMBER WHITE: Thank you very
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          2  much, Council Member Brewer.  I endorse your

          3  statements that you made.  I want to speak to the

          4  gentlemen here in reference to the area of high

          5  tech. Even though we're talking about incubators,

          6  and we're talking about the Silicon Valley, and

          7  we're talking about how much resources we have in

          8  the City of New York, has the high tech industry

          9  created a new industry or specialty of legal

         10  services?

         11                 MR. SOUDATT: I wouldn't say that the

         12  high tech industry any.  What's has happened, and I

         13  was actually talking to one of the speakers earlier

         14  about it, is that what has gone on in the world of

         15  IP is that years ago, in the very beginning, when

         16  companies applied for patents it was something

         17  equivalent to having a diploma on the wall, and it

         18  wasn't regarded as an asset.  That changed back in

         19  the early '80's, I believe, when the Japanese

         20  started to come in and take away business from Texas

         21  Instruments pretty much using their intellectual

         22  property was actually manufacturing chips abroad

         23  much cheaper and TI was on the brink of going out of

         24  business.  Then it dawned on them that they have

         25  this thing called a patent which their competitors
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          2  are using and they started to enforce that pattern

          3  and extract licensing fees out of it.

          4                 As a result, from that point on

          5  companies actually started being very aggressive in

          6  not just securing patents, but then turning it

          7  around and trying to get income from it.  So what

          8  has taken place is that within the world of high

          9  tech and IT  -- I wouldn't say that it created an

         10  industry, but companies just started realizing, and

         11  I guess the legal services came in and said hey.

         12  You know what?  You need to protect yourself because

         13  this could be a form of intellectual property, but

         14  also a competitive advantage.

         15                 COUNCIL MEMBER WHITE: I recall the

         16  last time I was in the City Council, before I had to

         17  leave for term limits, we did have a conversation

         18  concerning protecting the intellectual properties of

         19  those in the high tech industry, and I see we've

         20  come a long way.  My colleague, Gale Brewer, who has

         21  been in the forefront of this, I want to commend her

         22  for coming such a long way to where your statement

         23  about the course means that we have legal services

         24  that are available.  Whether or not they're

         25  affordable, that's another issue.  To protect the
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          2  intellectual knowledge of the high tech creativity

          3   --

          4                 MR. SOUDATT: I think it is a barrier

          5  to entry, I believe, for the smaller entities.

          6                 COUNCIL MEMBER WHITE: Okay.  Thank

          7  you very much.

          8                 CHAIRPERSON BREWER: Thank you very

          9  much everyone, and we will follow-up in the near

         10  future.  I want to thank Canal Monroe (phonetic) who

         11  is out there working with us to put all of this

         12  hearing together also.  Thank you very much.

         13                 (Hearing concluded at 4:10 p.m.)
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