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Host

SelectUSA, Department of Commerce (DOC)
Purpose of INEAP

Monthly forum where business and technical-assistance program-partnership catalysts meet in support of small businesses to initiate relationships and exchange information across organizational boundaries for the purposes of leveraging public-private resources and promoting innovative activities that accelerate domestic economic development.

Welcome and Opening Remarks
Speaker:  Heidi Sheppard, Manufacturing Extension Partnership, National Institute of Standards and Technology, Department of Commerce 

Attendees were welcomed to the July 2012 INEAP meeting convened at Department of Commerce headquarters at 1401 Constitution Avenue, N.W., Washington, D.C. Special thanks were extended to the meeting host, the Commerce Department’s SelectUSA, along with expressions of interest in what SelectUSA is doing and how INEAP can help SelectUSA support its mission and communicate its message.
Featured Presentations

The July meeting focused on two principal areas: the role of the U.S. government in promoting and facilitating investment in the United States and the management of supplier relationships in the Federal acquisition arena.

The agenda featured two presentations by the organizations within the Commerce Department and one by the General Services Administration:
· Department of Commerce, SelectUSA, 
· Department of Commerce, Economic and Statistics Administration, and
· General Services Administration, Office of Acquisition Management.
After introductions of 18 attendees in the room and one attending via teleconference, and delivery of the three prepared presentations, the meeting continued with Roundtable Discussions and announcements. 

Business Investment in the United States
Speaker:  Tazeem Pasha, Manager, Global Business Attraction, SelectUSA, Department of Commerce
Ms. Pasha provided insights into business investment in the United States, focusing primarily on foreign direct investment (FDI). She discussed trends in the types and sources of capital invested in the United States and the quantitative and qualitative value of FDI to the U.S. economy. She also outlined the primary functions and responsibilities of SelectUSA in attracting and promoting business investment in the United States, providing examples of the various services the agency provides to its primary constituencies.
SelectUSA’s Charter and Mission – Foreign Direct Investment
SelectUSA was established by a June 15, 2011, Executive Order for the purpose of promoting business investment in the United States by both domestic and foreign companies. The Executive Order restates the Administration’s longstanding policy on U.S. openness to business investment from domestic and foreign sources; establishes SelectUSA as the lead agency within the Department of Commerce for promoting business investment in the United States; and establishes a Federal Interagency Working Group on investment. The principal focus of SelectUSA is on attracting, retaining, and expanding FDI in the United States. 
Since 2000, while other types of capital—Deposits/Lending, Debt, and Equity—have been volatile, FDI has remained a relatively stable source of investment. FDI also tends to be longer term. When companies open plants or research and development facilities in the United States, or acquire assets such as real estate or invest in those assets, or hire workers to export products, these are examples of FDI. FDI is also defined generally as having some share of control of a U.S. concern.
The Value of FDI to the U.S. Economy

FDI is a significant contributor to the U.S. domestic economy. For example, in 2009:
· Some 5.3 million workers were employed by U.S. affiliates of foreign firms;

· Wages paid to employees of U.S. affiliates of foreign firms totaled $410 billion,

· Compensation by U.S. affiliates of foreign firms was 33 percent higher than the economy-wide average wage;

· U.S. affiliates of foreign firms spent $154 billion on capital investments (such as infrastructure); and

· Twenty-one percent of all U.S. exports came from U.S. subsidiaries of foreign companies.

In addition:

· In 2008, U.S. affiliates of foreign firms spent $43 billion on R&D;

· In 2011, FDI flows into the United States totaled more than $220 billion; and 

· More than one-fifth of U.S. exports come from U.S. subsidiaries of foreign firms.

According to the United Nations Conference on Trade and Development, between 1980 and 2010, the United States was the largest recipient of FDI in the world, and currently, the global inbound FDI stock in the United States is $2.5 trillion.
U.S. Trends in FDI

While the United States remains the largest recipient of FDI, its share of global capital flows has declined over the past 30 years, from 45 percent in the early 1980s to less than 16 percent today. The decline is attributed to several factors, including an opening of many economies around the world, increased competition for capital, and U.S. policies which have impacted competitiveness.
The United States is also the largest source of FDI to the world. Over the past decade, the gap between U.S. outbound stock and U.S. inbound stock has widened. While balance is the goal, an upswing in outgoing investment can be viewed as positive because it is good for U.S. companies to have access to capital all around the world.

Contrary to popular belief, which might suggest that countries such as China, India, and Brazil are predominant sources of investment, the most FDI in the United States comes from sources in Europe, Canada, and Japan. As of 2010, the United Kingdom was the largest source, providing $497.5 billion in FDI. Still, China represents the fastest growing source of FDI in the United States, with a compound annual growth rate of 53 percent from 2005 to 2010, followed by Singapore, Ireland, and New Zealand.
The top U.S. export markets—including Canada, Mexico, China, and Japan—are also among the top sources of FDI. It is no coincidence that United States’ largest trading partners are also its largest sources of investment.

When total U.S. FDI is broken out by industry sector, the manufacturing sector represents the largest share, at 34 percent of total FDI stock. Within manufacturing, the largest single share comes from chemicals manufacturing. 
The top FDI growth sectors in the United States include primary and fabricated metals; computers and electronic products; electrical equipment, appliances, and components; machinery; finance and insurance; other manufacturing; professional, scientific, and technical services; information; chemicals; and other industries.
The United States presents a stable and relatively predictable economic environment for potential foreign investors. The strength of the U.S. dollar is seen as a benefit, while a strong legal regime bodes well for intellectual property protection and R&D. Good educational and infrastructure systems are considered attractive.

SelectUSA’s Role in Facilitating Business Investment
Housed within the U.S. and Foreign Commercial Service, SelectUSA has access to the organization’s field overseas, as well as to export assistance centers in the United States.
SelectUSA is completely geographically neutral, which means that it does not promote or advocate for any one U.S. state over another. Although SelectUSA works with a variety of stakeholders, the agency serves two primary constituencies: firms investing in the United States—including U.S. firms—and regional economic development organizations.

SelectUSA’s responsibilities include:

· functioning as an information clearinghouse for those requesting information about investment in the United States;

· serving as ombudsman to aid in problem-solving related to business investment;

· acting as advocate, enhancing the function of economic development organizations in attracting investment in the United States;

· connecting investors with U.S. states, maintaining a list of state liaisons for various issues;

· providing policy guidance

· educating investors; and 

· providing guidance to U.S. economic development organizations.

Discussion

· With regard to FDI coming from the high technology sectors, many factors can be attributable, including high quality control standards in the United States, a well educated labor force possessing technical skills, and a strong legacy in manufacturing. While doing business in the United States is not necessarily cheaper than in other countries, on the whole, the United States represents a very good economy for proprietary activities to occur. The U.S. market provides a stable and safe legal environment for protecting investors’ assets.
· Since the agency was established as SelectUSA, it has garnered more visibility to business investors than it had in its prior organization, Invest in America, which had a more limited focus. Much more is now available to stakeholders.
· SelectUSA is available to present to other agencies with an investment interest.

· The agency isn’t in the business of matchmaking, which is to say that it does not necessarily connect individual organizations with one another, mostly because it does not maintain extensive company-level data.

· Global Entrepreneurship Week (an annual event celebrating innovators and job creators) is one of many target audiences.

The Advantages of Manufacturing or Sourcing in the United States 

Speaker:  David Langdon, Senior Economist, Office of the Chief Economist, Economics and Statistics Administration, Department of Commerce
David Langdon discussed the role his agency is playing in the Commerce Department’s efforts to help businesses better understand the true costs of manufacturing overseas. 
As businesses continue to make decisions about where they locate operations, Congress tasked the Commerce Department with developing an online tool to provide a cognitive framework to help companies think through various cost and risk factors affecting where to locate their business operations and from where they will buy products and services. Mr. Langdon previewed portions of this tool for the group, discussing how it addresses cost and risk factors and ultimately helps companies make sourcing and reshoring decisions.

Website Features Cost, Risk Data
The new website, which will be part of SelectUSA’s website, is slated to go live in September 2012. The landing page asks the question, “Have you Considered All the Advantages of Manufacturing or Sourcing in the U.S.A.?” and provides a listing of potential cost advantages of manufacturing or sourcing in the United States. More information, along with a discussion of specific costs, can be found behind each listed advantage. These will likely include:

· Labor,

· Travel,

· Shipping,

· Regulatory compliance costs,

· Cash flow,

· Intellectual property,

· Other imports,

· Product quality, and

· Political and security risks.

The site doesn’t detail comparable information for other countries. It does aim to help companies in developing empirical or realistic comparisons of costs and risks by country or region by providing specific information on these areas within the United States and general information for other countries and regions. The United States compares favorably for its low risk of war, low risk of crime, and a stable regulatory environment (including taxes), compared to some other regions.

Input, Testimonials Being Sought to Populate Website

The Commerce Department is inviting input to help illustrate the data housed on the website. Specifically, it is seeking examples that tie reshoring to specific cost considerations, as well as input about how the Department can help companies make informed shoring and sourcing decisions.
Discussion

· Events are constantly changing cost and risk factors in many areas. Shipping costs and times, for example, might be affected when the Panama Canal is widened in 2016. In addition, the use of natural gas as a stationary tool for industrial production will factor in to energy prices. A number of changes could further impact the costs of utilities such as water and electricity.
· A lot of companies don’t perform full cost estimates (e.g., total landed cost) when evaluating their shoring options. The website is a portal to information on costs companies should consider that they might not otherwise have factored in to their assessments.

· NIST’s Manufacturing Extension Partnership (MEP) would like the ESA to facilitate more educated discussions with their clients on doing total cost calculations.

· The Federal acquisition community should think about and understand total cost of ownership, which can be calculated many ways.

· Congress is keenly interested in understanding the cost and risk factors driving businesses’ decisions. This effort might surface or highlight U.S. shortcomings, e.g., a need to upgrade U.S. transportation infrastructure. Positively, this could lead to Congressional support for improvements; negatively, this could spotlight U.S. weaknesses (logistics infrastructure, immigration policy).
· There might be a role for the Labor Department’s Manufacturing Competency Model to discuss how the United States is preparing the American workforce with foundational and technical skills to offer manufacturers.

· Some reports continue to show that manufacturers are not going overseas because of labor costs or regulation, but rather because the pool of skilled labor is perceived to be greater abroad. Poor labor standards in some countries are important to highlight.
· The World Economic Forum publishes an annual report on global competitiveness highlighting what are the most negative of operating in any given country.

· This tool, or one like it, could also be used in investor pitches, to provide evidence for the benefits of reshoring – as it could get people to dig more deeply and overcome perceptions about the costs of doing business in various countries.

Supplier Relationship Management in the Federal Acquisition Service
Speaker:  Emile Monette, Senior Advisor, Office of Acquisition Management, Federal Acquisition Service, General Services Administration
The GSA’s Federal Acquisition Service is developing a comprehensive approach to supplier management that combines best practices for industry engagement with proven commercial strategies. The FAS envisions becoming the supply channel of choice for agencies and contractors by improving the ease of use of its offerings, increasing transparency in the supply chain, and collaborating with customers and suppliers to create shared value and greater access to innovation.
Mr. Monette articulated his agency’s vision for customer relationship management for the Federal acquisition system of the future and detailed strategies and metrics for achieving the vision. He also solicited input from members of INEAP.
Goal of Improving Engagement with Industry

There is broad recognition within government that engagement with industry improves outcomes. Over time, as relationships between the Federal Government and its contractors have been examined, it has been further recognized that mechanisms exist for parties to engage with one another in a more meaningful way. There is a difference between arms-length transactions and adversarial relationships, which have become conflated in the minds of some acquisitions professionals. Misconceptions developed over time have confused the framework for government-industry communications in the acquisition framework, resulting in an effort by the Office of Federal Procurement Policy to undertake a “myth-busting” campaign.
A recent study by the National Defense Business Institute showed that 25 percent of expenditures in an acquisition go to transaction costs, which shows a need to drive down these costs and create efficiencies wherever possible.

GSA has a unique position as a sort of a silent third party in most transactions, facilitating acquisitions on the whole but not getting into the details of or assisting in the transactions. Some 10 percent of Federal acquisitions flow through GSA, potentially a significant market force. The agency has crafted a new vision which involves a shift from a self service model to an assisted, focused model.

A Federal Register notice was published recently, regarding ways the contracting process would be streamlined. GSA is considering providing tools for companies to help them along the way, as they pursue business with agencies, while meeting GSA’s requirements.
Supply Chain Optimization

Much of GSA’s effort is focused on optimizing its supply chain – working with suppliers to focus on problems its customers are having, and then involving customers and suppliers in crafting solutions.
In order to achieve its vision of being the supply chain of choice, there are three general areas GSA will pursue: operational excellence, transparency in the supply chain and in supplier performance management, and collaboratively creating innovation. In order to do those things well, GSA needs to put in place a number of foundational elements that improve culture and skills; data and information; and governance, management, and accountability.
GSA is focused on both supplier performance management (SPM) and supplier relationship management (SRM), the difference being that the first is transactional while the second is more strategic and longer term. The two go hand in hand, with performance management being a strong element. Performance management has created a gap in the acquisition system for some time, as shown in reports by the Government Accountability Office and the Inspector General. GSA is now giving greater focus to approaching this from the perspective of the buyer.

Supplier Performance Metrics

The agency has developed scorecards (see http://www.gsa.gov/portal/content/104793), composed of tiered sets of metrics, to measure value gained by program managers. There are also metrics for market share and capture rates and a variety of other areas. A challenge lies in Indefinite Delivery-Indefinite Quantity (IDIQ) and multiple award acquisitions because GSA does not always have insight into performance and pricing changes once a contract is underway.
GSA encourages INEAP members to review the draft metrics detailed in its presentation (posted on the INEAP website) and provide feedback on whether these would help agencies better define their requirements, administer supplier contracts, and manage supplier performance. To the extent these measures and metrics would be valuable to anyone executing a budget, or accomplishing a mission with contract dollars, FAS welcomes feedback on what would be valuable measures of performance in certain market segments.
Discussion

· There is interest in knowing what percentage of government business goes to manufacturers, as it seems a majority of contracts go to service providers, and what opportunities there are for manufacturing companies to be contractors or subcontractors. GSA FSA has a process for negotiating with contractors subcontracts for small businesses. In addition, if a company is a current GSA contract holder, it can register on the FAS Interact website and indicate an interest in working with subcontractors with skills in specific market segments.
· GSA complies with Buy America and various trade agreements but otherwise does not operate under specific mandates to purchase U.S.-made products.
· The National Aeronautics and Space Administration (NASA) has a web-based contractor performance metrics tool that serves as a good example of what GSA would like to do in some areas, but not all. This can be found at http://www.sewp.nasa.gov/past_perf.shtml.
· For small business subcontracting opportunities, Jiyoung Park at GSA’s Office of Small Business Utilization could be a helpful starting point.
Roundtable Discussions 

Environmental Protection Agency

· In May of this year, EPA held a Technology Markets Summit, at which EPA Administrator Lisa Jackson and then-Commerce Secretary John Bryson announced that EPA and DOC were planning to jointly develop an environmental technology portal. This is now underway, currently housed at http://export.gov/, with DOC taking the lead. The project will begin with pilots in four environmental areas. EPA is trying to populate the site with data. DOC is slated to publish a notice in the Federal Register, asking companies to self-identify that they provide technologies in one or more of the four areas. The goal is to launch the portal in August. Build USA will help publicize this to its constituencies.

· GSA discussed a Green Proving Ground program in which companies making new environmentally green products, such as products for use in green buildings, tests them, and makes them available to purchase. Additional information is available at http://www.gsa.gov/portal/category/102491.
· NIST MEP could benefit from being able to qualify companies, according to whether they are making green products.
· GSA has completed work on green standards for federal procurement purposes. The standards are now under review by the Office of Management and Budget and other approval processes. These will include appropriate standards for labeling products as green.
· The Global Reporting Initiative (GRI) is the worldwide leader in standards. Its website (https://www.globalreporting.org) may be useful to the MEPs.  FAS is available to provide an introduction to the U.S. lead for GRI.
· A webinar was held today (July 25) pertaining to EPA’s work in Alternatives Assessments, as part of its Design for the Environment program. The program helps industries choose safer alternative chemicals. The webinar focused on adoption of these practices in the manufacturing industry. Key topics included available training on toxicology and how to help manufacturers make better decisions within the context of sustainability.
Department of Labor, Employment and Training Administration
· An announcement posted on the INEAP website previously mentioned the nation’s public workforce moving to a new nomenclature and branding effort around The American Jobs Center Network. The network has more than 2,800 centers across the country serving businesses and job seekers. While most of the focus in the past has been on job seekers, there is a new effort to open up and strengthen discussions with employers. To that end, DOL in October will work with 13 states as part of an institute entitled Business Engagement Technical Assistance Strategy. The program might be structured so that representatives from different agencies can participate, reinforcing the message that MEPs and local workforce investment boards can work profitably together.
Announcements and Concluding Comments 

· The meeting host, speakers, and attendees were thanked for their continued support of INEAP.  

· Attendees are encouraged to share any type of collaboration tools, such as inter-agency agreements, alliance agreements, memoranda of understanding, or web casts, which can be posted on INEAP’s website to help foster collaboration efforts.  The web address for INEAP is www.nist.gov/ineap.  
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