CONFIDENTIAL

A PROPOSAL FOR THE REORGANIZATION OF
WORCESTER’S ECONOMIC DEVELOPMENT EFFORTS

This paper proposes the reorganization of our econvrmnic development efforts in
Worcester with the objective of more efficiently and effectively delivering existing services and
providing a platform for delivery of additional services.

The current arrangements reflect circumstance rather than strategic organization,
characterized by compartmentalization and inefficiency and the absence of collaboration. In
addition, important economic development functions are not being undertaken, and opportunity
is not being exploited.

L CURRENT ARRANGEMENTS:

The Worcester Regional Chamber of Commerce (“C of C”) is a regional organization of
approximately 2,500 members, supported primarily with membership dues. It is loosely
affiliated with the United States Chamber of Commerce and operates as advocate for business
interests in the City. It has, for example, led the assault on the City’s dual tax rate, felt by many
to be an impediment to expansion of business in the City, and has lobbied fdr improvements in
permitting and for other business interests. It also plays an important role in business social
networking, such as by the “Breakfast Club” and “Business After Hours” and it promotes local
businesses through the Business Expo, which it produces annually.

The Worcester Redevelopment Authority (“WRA™) is an independent and statutory
authority. It has extensive but underutilized powers and currently has no significant role in the
City’s economic development. It is staffed by an employee of the City designated by the City
Manager. Its prior contribution to development efforts is noteworthy, including what is now
known as Worcester Center, the Saint Vincent Hospital complex and Union Station. Much of
what it used to do has now been undertaken by the Worcester Business Development
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Corporation, but it singularly has eminent domain power, which is thought by many to be
necessary for a successful economic development program. The WRA’s role is very different
from that of the Boston Redevelopment Authority, whose Executive Director is regarded as the
primary development officer in the City of Boston.

Destination Worcester is the label of an effort funded by the City, until recently through
the C of C, for the promotion of multi-day conventions and other events in the City.

The Central Massachusetts Convention and Visitors Bureau, Inc. (“CMCVB”) is devoted
to promoting convention and tourism to Central Massachusetts. It is funded by an annual grant
from the Massachusetts Department of Tourism and by hotel and restaurant membership
organizations. This was formerly a program of the C of C.

Massachusetts Biomedical Initiative, Inc. (“MBI”") provides life science incubator
laboratories and promotes the commercialization of academic and scientific research and
biotechnology, and derives from the Commonwealth’s “Center of Excellence” program. It
successfully houses and promotes a variety of emerging biotechnology companies in three
Worcester locations.

Worcester Business Development Corporation (“WBDC”) was established in 1965 by
special legislation promoted by Worcester business leaders working with the C of C. Its original
mission was to collaborate with other organizations to create a comprehensive approach to
economic challenges and opportunity, but its success has been most notable as a supply-side and
management organization, largely with respect to specific real estate developments, the most
recently visible of which is Gateway Park, a collaborative arrangement with WPI. Its mission

has recently been re-focused to emphasize development in downtown Worcester. It is financially
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successful and stable, is actively engaged in several projects, and has specific expertise in grant
writing, permitting, tax credits, real estate development and construction management.

The C of C and the CMCVB are at risk. The CMCVB depends on annual funding from
the Commonwealth which is likely to be reduced and to the extent that reduced funds are
available, it is likely that other organizations will compete for them. The C of C has declining
membership and community support. Many of the traditional member benefits are otherwise
available and, particularly in light of the withdrawal of Destination Worcester funding by the
City, its financial viability is tenuous.

All of these organizations have responsibilities related to economic development, but
each operates independently, some with very narrow focus, with little overlap, and with little
collaboration. Each is separately located, contributing to the lack of collaboration. There is
substantial opportunity for improved efficiency by consolidation.

No organization has responsibility for research and planning related to economic
development. We do not have a plan for recruiting business to Worcester. We do not have a
plan for retaining and developing Worcester’s existing businesses.

We do not have a plan for promoting the development of small and minority businesses.

We do not have comprehensive .public relations or marketing plans.

We do not have a facility for lobbying.

We have experienced and senior business leaders who have not been sufficiently engaged

in community economic development and we do not have a program for training their

SUCCESSOrS.
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IL. THE PROPOSAL:

A new non—proﬁt organization, the Worcester Economic Developmént Corporation
(“WEDC”), will have responsibility for all economic development planning and initiétives in the
City. [There is no magic in the name. I had to pick one.] The WEDC will be governed by a
fifteen-person Board of Directors and led by a Chief Executive Officer and a reporting staff. The

employees of the WEDC will carry out all of the work currently undertaken by the WRA,

Destination Worcester, the CMCVB, the C of C, the WBDC and the City. It will prepare and

execute a strategic plan for increasing economic development and, in particular, additional
employment in Worcester, consistent with the City’s significant resources, and an annual
business plan. It will be responsible for marketing, for recruiting new businesses and for
retaining existing businesses and for leadership training, public relations, advocacy and for
Jobbying on behalf of the City’s economic development interests. It will have a program for
promoting small and minority businesses as well as large industries and service providers.

The C of C will continue as a membership organization which, using resources allocated
to it by the WEDC, will provide member services and networking events. The WBDC will also
continue as an independent organization, carrying out its current functions, also with resources
allocated by the WEDC. A majority of the Directors of the C of C, the WBDC and the WRA
will be WEDC Directors.

Under this model, Worcester’s economic development work will be centralized. The C
of C and WBDC will continue as revenue centers, but they and the WRA will be managed and
staffed by WEDC, to which they will pay an allocated fee. The CEO of the WEDC, or his or her

representative, will be the CEO of both the C of C and of the WBDC. All other economic
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development services will be carried out directly by the WEDC. The WEDC, WBDC, C of C
and WRA will be located together. |

While this model centralizes the delivery of economic development services, it also
respects and takes advantage of the roles, accomplishments and goodwill of the C of C and the
WBDC, each of which will continue to provide their core services. The governance of each
organization will require restructuring, but this can be done without interfering with their
missions. Current employees of those organizations should be considered as candidates for
positions with the WEDC.

Since it is anticipated that the WEDC will have all of the revenue attributable to its
constituent organizations and Vfunctions, as well as funding from the City, and since costs will be
reduced because of consolidation, this arrangement should be net revenue positive.

There is some concern that this model will diminish the effectiveness of successful
organizations, the WBDC in particular. There is also some concern that this will make our
economic development efforts too dependent on one organization. These are manageable risks.

This model does not address the role of MBI but, given the importance of MBI’s
economic development efforts, it could be argued that MBI should be a member organization of
the WEDC, in the same manner as the WBDC.

There are also regional economic development responsibilities which need to be
considered. The C of C, the WBDC and the CMCVB all have such responsibilities. While this
proposed model is Worcester-centric, the WEDC may also exercise regional functions, and the
model allows for Advisory Boards to provide counsel in representing other constituencies.

The proper selection of WEDC’s CEO and Board is obviously critical.

An organizational chart is attached.
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. COMMENT:

Substantial advice on this topic, both solicited and unsolicited, has been received and this
proposed model is but one of several models which have been considered. My hope is that this
will stimulate honest and thoughtful discussion and, ultimately, a community consensus.

I look forward to your participation in that discussion.

s

September 20, 2011 Michael P. Angehm
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