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GETTING RURAL AMERICA BACK TO WORK:
SOLUTIONS TO LOWER UNEMPLOYMENT

FRIDAY, JANUARY 24, 2014

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,
SUBCOMMITTEE ON EcoNOMIC GROWTH,
TAX AND CAPITAL ACCESS,
Washington, DC.

The Subcommittee met, pursuant to call, at 2:00 p.m., in the
Multi-Purpose Room, Dillon Wellness Center, 1647 Commerce
Drive, Dillon, South Carolina, Hon. Tom Rice [Chairman of the
Subcommittee] presiding.

Present: Representative Rice

Also Present: Former Representative Robin Tallon

Chairman RICE. Good afternoon.

AUDIENCE. Good afternoon.

Chairman RICE. I want to thank everybody so much for being
here today. What a great crowd we have, we have people from all
over the district. I know I saw people from Chesterfield County, I
saw people from Horry County, I saw people from Marion County
and people from Florence County. So we have got people from all
over the district. And what an honor that you would take time out
of your day to come and learn more about economic development
in rural counties. I appreciate very much your participation.

You know, we can hold all the hearings we want to, we can get
the brightest people in the world here, but if nobody is here to
learn, it does not accomplish anything. And if we do not work to-
gether, nothing is going to happen. And I appreciate very much all
of y’all taking your time to do this.

I would especially like to thank each of our witnesses for taking
time out of their undoubtedly busy schedules to provide testimony
on ways we can all work together to lower unemployment in our
rural communities and grow the economy. We have an excellent
panel of local leaders, experts, and folks who know how to create
jobs and I am looking forward to their testimony and their discus-
sion.

Ladies and gentlemen, we are mired in the worst recovery from
a recession since World War II. The great recession ended in June
of 2009—so they say. That was 54 months ago. Since the end of the
downturn, we have seen tepid GDP growth, uneasy economic condi-
tions, uncertainty all around the marketplace, and a lagging labor
market. By most accounts, our economy has not recovered—quote-
unquote—recovered in those 54 months, not even close.

What do you say here in Dillon County?
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VoICES. Not close.

Chairman RICE. Anybody who follows it closely must have seri-
ous concerns about whether the country is on the right track. Our
economy is large and complex with many factors influencing its
trajectory. As we examine these factors, we must take a hard look
at the policies coming out of Washington and determine what we
can do differently and better, because I will tell you, Washington
is a big part of the problem.

Take for instance, the most recent jobs report coming from Wash-
ington. By November of 2013, the country was still 1.3 million jobs
short of its pre-recession peak. In December, however, only 74,000
jobs were created in this country. That is 130,000 less than the
month before. While the national unemployment rate dropped to
below seven percent for the first time in five years, it was only be-
cause 374,000 people simply gave up and left the workforce. They
gave up because they just could not find work. This is absolutely
unacceptable. Clearly we must do better.

One of those places where we need to do better is in our rural
communities with the stubbornly high levels of unemployment. As
a sector of the economy rural areas, particularly right here in
northeastern South Carolina have significantly higher levels of un-
employment when compared to urban areas. For instance, right
here in Dillon County, the unemployment rate is 10.4 percent. That
is almost 50 percent higher than the national average. It is even
worse in neighboring Marion County where it stands at 13.1 per-
cent. When you compare that to those of Charleston or Greenville
areas at 5.5 percent, the dichotomy becomes more troubling.

With new technology, rural communities have the capability to
be connected to the world economy in ways not previously encoun-
tered—from high speed internet to participation in international
trade. By identifying what impediments rural counties face, we can
work together to remove those obstructions and get our rural
economies growing along with their more urban brethren.

Various studies conducted by organizations such as the United
States Chamber of Commerce and the National Federation of Inde-
pendent Business continuously point to high levels of taxation, reg-
ulation and a general uncertainty about where the economy is
going, as a significant impediments to growth.

I believe we have a real opportunity to enact changes to give
local economies and small businesses the tools they need to lead an
economic revival. Government does not create jobs or produce long-
term economic growth—the private sector does. The faster Wash-
ington releases the reins, the faster we will see America back on
the job and our nation back on the path to economic prosperity.

Again, I would like thank each of you for taking time to provide
my subcommittee with testimony. I am really looking forward to it.
What I am going to do is introduce each of my panelists individ-
ually and they will have five minutes to present their testimony.

Before I do that, I want to introduce to y’all, my friend, former
Congressman Robin Tallon. Robin served in the old Sixth District,
which is essentially the same district that I have. I know most ev-
erybody in the room knows Robin and I asked him if he would sit
on this panel with me today.

Mr. TALLON. Thank you, Congressman.
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Chairman RICE. Thank you. It is my honor. Do you want to say
a couple of words?

Mr. TALLON. Tom, thank you.

For me, it is good to be home. I grew up in this county, in
Lakeview and in Dillon, and have long been concerned both while
having the privilege to serve in the United States Congress and
since, about a situation where we just have not seen the economic
growth in these rural counties, whether it is Marion or Marlboro
or Chesterfield and Dillon.

And I am just so delighted at the leadership our Congressman
has shown in bringing this hearing here in Dillon and I want to
thank all of the citizens that are interested and involved and care
deeply about our rural Pee Dee counties and, of course, the pre-
senters here today who are going to give us some insight and ideas
on things that we might look forward to.

And again, Tom, I cannot thank you enough for your leadership
and for reaching out and caring for areas like these rural counties.
Thank you so much.

Chairman RICE. Thank you, my friend.

All right, panelists, I will be quite lenient on your time limit as
we are all friends here. And besides, nobody is here to tell me that
I cannot.

[Laughter.]

Chairman RICE. After y’all finish, we will begin questions and
discussion, in the discussion portion of the hearing. With that, I
would like to introduce our first witness, Richard Kaglic, Senior
Regional Economist at the Federal Reserve Bank of Richmond. Be-
fore I proceed with his introduction, I have to tell y’all, I was
speaking with Congressman Tallon and Mr. Kaglic—it’s Kaglic,
right?

Mr. Kaguric. Kaglic.

Chairman RICE. Kaglic. Before the meeting, and Congressman
Tallon said he grew up across the street from Ben Bernanke and
I said, “Did you teach him how to balance his checkbook because
it has not been balanced in awhile.”

[Laughter.]

Mr. TALLON. Above my ability.

Chairman RICE. Mr. Kaglic joined the research department in
2009 and is responsible for analyzing regional economic conditions
and developments as well as educating the region’s diverse con-
stituents on the role of the Federal Reserve and its district banks.

Prior to joining the Richmond Fed, Mr. Kaglic served as senior
economist for Eaton Corporation, a diverse manufacturing firm
headquartered in Cleveland, Ohio; as chief economist for the Wash-
ington State Employment Security Department; and spent 11 years
as senior business economist for the Federal Reserve Bank of Chi-
cago. He served in leadership roles in Chicago and Cleveland Asso-
ciation for Business Economics, and has provided economic analysis
for the Governor’s Economic Advisory Council in four states.

He completed both is undergraduate and graduate work at
Youngstown State University, with specializations in regional and
urban economics.

Thank you for being here, Mr. Kaglic. Please begin, sir.
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STATEMENTS OF RICHARD KAGLIC, REGIONAL ECONOMIST,
FEDERAL RESERVE BANK OF RICHMOND, CHARLOTTE,
NORTH CAROLINA; CHUCK BUNDY, DEPUTY DIRECTOR,
SMALL BUSINESS AND EXISTING INDUSTRY, SOUTH CARO-
LINA DEPARTMENT OF COMMERCE, COLUMBIA, SOUTH
CAROLINA; JOE JACOBS, SENIOR VICE PRESIDENT OF OPER-
ATIONS, SOUTH CAROLINA MANUFACTURING EXTENSION
PARTNERSHIP, COLUMBIA, SOUTH CAROLINA; BEN
CHASTAIN, DIRECTOR, DUKE ENERGY CENTER FOR INNOVA-
TION, HARTSVILLE, SOUTH CAROLINA; JEFF McKAY, EXECU-
TIVE DIRECTOR NORTH EASTERN STRATEGIC ALLIANCE,
FLORENCE, SOUTH CAROLINA

STATEMENT OF RICHARD KAGLIC

Mr. KAGLIC. Good afternoon and thank you, Mr. Chairman. It is
certainly an honor to be asked to speak before the Subcommittee
this afternoon regarding the economic outlook.

I will be focusing my comments today. I will want to share with
you some of my thoughts on economic conditions nationally as well
as here in South Carolina. And I do want to be careful to say that
these views are my own and do not represent those of my col-
leagues at the Federal Reserve System.

As you alluded to a little earlier, we are talking about economic
indicators. Some of the economic indicators that we have been see-
ing recently have come in a little better than expected. Most nota-
bly, gross domestic product, the unemployment rate at 6.7 percent.
So, gross domestic product is our measure, our best measure, of
total output of goods and services in the economy. And in the third
quarter, it expanded at a pace of better than four percent, which
is about as good as we have seen in two years. And the unemploy-
ment rate came down to about 6.7 percent, that is the lowest it has
been since October of 2008. With relatively solid readings in meas-
ures of consumer and business confidence, as well as some of the
significant gains that we saw in equity markets over the course of
2013, many economic forecasters are predicting that we are finally
going to see a breakout of this low-trajectory GDP growth rate that
has been the norm since this recovery got underway.

I, however, do not see sufficient evidence that suggests that a
more robust economic expansion is on the near-term horizon. I
think when we start to look down a little deeper into the data in-
cluded in gross domestic product and the unemployment rate, there
are still signs that growth is going to be constrained as we move
forward. And more importantly, when we look at some of the eco-
nomic fundamentals that typically drive economic growth, they do
not appear to be materially different than what has dominated
since this recovery got underway. So these factors have tempered
my own outlook, which calls for basically a continuation of recent
trends. That is, relatively sluggish output growth accompanied by
f{hese modest improvements that we have been seeing in labor mar-

ets.

Here in South Carolina, I think our economic prospects are a lit-
tle brighter than the national average but at the same time, at the
end of the day, I do not believe that the state, nor any other state
for that matter, can completely escape the gravitational pull of
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some of the drags that are weighing on the national economy. So
for that reason, I am going to begin by talking about some of those
economic—national economic conditions.

So, first, let us take a closer examination of that third quarter
GDP report. If you delve down into the details, you will find that
the acceleration growth from the second quarter to the third quar-
ter, was largely a function of inventory accumulation. So what that
means is that firms were building stuff that they had not yet sold.
If that is indeed the case, what that means as we move forward
is that firms will now have to readjust their production schedule
to get those inventories back in line with their sales expectations.
That being the case, domestic demand in the third quarter, was not
nearly as robust as what was being reflected in those top line gross
domestic product numbers.

Now one of the reasons for that is something that we see being
reflected in household spending. Personal consumption expendi-
tures make up the majority of gross domestic product in the United
States, accounting for about 70 percent. And throughout the course
of this economic expansion, the increases in real personal consump-
tion expenditures have been averaging about 2.2 percent, which is
very weak when you compare it to recoveries from prior deep reces-
sions, such as those in the mid-1970s and again in the early 1980s.

Now some analysts have pointed out that fourth quarter spend-
ing appears to have picked up. And that is certainly the case. But
at the same time, when you take a look at real disposable income
growth—so this is income adjusted for inflation and for taxes—that
growth has remained relatively weak. Now at the end of the day
when households make their decisions on spending, they are basing
their spending decisions based on what they are earning today and
what they expect to be earning in the future. With little evidence
to suggest that that real income growth is about to break out and
grow any faster, my own expectations for personal consumption ex-
penditures growth is basically what we have been seeing over the
past couple of years. That is, roughly two percent.

So, if you have got 70 percent of your economy growing at two
percent, where is the other marginal growth going to come from?
Well, some people look to the housing markets and certainly the
housing markets are recovering but at the same time, they only ac-
count for about three percent of gross domestic product these days,
and while the housing recovery continues into 2014, it is likely to
do so at a slower pace than what was the case in 2013, if for no
other reason than mortgage interest rates are higher.

Now businesses continue to report firming demand for the goods
and services that they provide, but at the same time, they are only
increasing their investment in equipment and software moderately,
and one of the big factors driving that growth is uncertainty in the
economy, some of which you alluded to earlier. But that uncer-
tainty emanates from how strong the economic recovery is going to
be, the pathway for monetary policy, the short-term tax and regu-
latory issues, as well as our longer-term fiscal imbalances.

But whatever the driver of that uncertainty, it seems that that
uncertainty is not just affecting business investment decisions, it is
also affecting hiring decisions. As you mentioned, we are now four
and a half years into this economic recovery, we have not yet recov-
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ered all of the jobs that were lost. Same is true here in South Caro-
lina. In fact, in South Carolina, as a percentage of total employ-
ment, we actually lost more jobs than the rest of the nation. So
even while we have seen, over the course of the last year, jobs
growth has basically exceeded the national average here in South
Carolina, we still have a longer ways to go before we are back to
Er?-recession levels of employment because we fell deeper into the
ole.

Now the unemployment rate, I mentioned the unemployment
rate currently is at its lowest level since 2008, but there are cer-
tainly still plenty of signs of duress to be seen. One of them you
alluded to, labor force participation. It has declined through the re-
cession, it continued to decline through the recovery to the point
where today we are looking at labor force participation rates in the
United States as low as we have seen them since the late 1970s
or early 1980s. South Carolina, similar trends. We see the unem-
ployment rate coming down. In fact, we are within one-tenth of the
national average right now, which is quite a development when you
consider that at the worst of the recession we were two percentage
points above the national average. But like the rest of the nation,
we have seen—accompanying that improvement in the unemploy-
ment rate, we have seen a decline in labor force participation. Of
the 40 counties in South Carolina for which there was a decrease
in unemployment year over year in November, 34 of them saw an
accompanying decline in labor force participation.

Ultimately, your economy can only grow as fast as your labor in-
puts and changes in productivity will allow it to grow. Admittedly
it is very difficult to predict changes in labor force participation
and productivity, but the dynamics driving those have not changed
recently. So that being the case, the most likely outcome for output
growth in 2014 is something similar to what we have seen, that
two percent or a little bit above that. And that is going to be ac-
companied by sustained but modest increases in payroll employ-
ment and a continuing downward trend in the unemployment rate.

The outlook for South Carolina is a little better than the national
average, owing in part to its low cost of doing business and positive
migration trends, as well as some of the recent high-profile suc-
cesses like Boeing, Continental, Bridgestone and others. But at the
end of the day, it too will be hampered by some of those factors
that are weighing on economic conditions nationally.

With that, I thank you for the time and the privilege of testifying
today.

Chairman RICE. Thank you, sir.

Up next is Chuck Bundy, Deputy Director for Small Business
and Existing Industry with the South Carolina Department of
Commerce. Do they not do a great job—my goodness.

In this role, he oversees small business and existing industry
strategy, resource support and company outreach, all designed to
increase the growth and competitiveness of South Carolina busi-
nesses. He has been with the South Carolina Department of Com-
merce for 24 years and prior to that, he spent nine years in com-
mercial banking in North Carolina.

Mr. Bundy currently serves on the South Carolina Chamber of
Commerce Manufacturers Steering Committee, their Small Busi-
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ness Council, and represents the Department of Commerce on the
Univgrsity of South Carolina-Columbia Technology Incubator
Board.

He received his B.A. in economics and business administration
from Furman University and his M.B.A. from the University of
South Carolina.

Thank you for taking the time to be with us today, Mr. Bundy.

STATEMENT OF CHUCK BUNDY

Mr. BunDY. Thank you, Chairman Rice.

The Department of Commerce respects and appreciates the Sub-
committee’s interest in small business and small business in rural
South Carolina. Thank you for this opportunity, and to your staff
too, they do a great job.

The 2010 census showed that about 33 percent of South Caro-
linians live in rural areas of this state. Small business is an inte-
gral part of South Carolina’s economy in employment, wages, in-
vestment and revenue, and equally so for rural South Carolina.

What I want to do with the following initiatives is talk about
some that typify the things that the agency and the state are doing
to encourage small business development in rural South Carolina.

Commerce begins by looking at structural elements for small
business success. These are the same for any business, including
rural South Carolina:

General business planning

New business development

Financing

Operations

Workforce

Regulations.

Our agency seeks to connect programmatic support for these
basic elements with the small business community.

First, Commerce established the Small Business Advisory Coun-
cil, which was set up to help coordinate statewide support for small
business. These are organizations that are engaged daily with
small business. They are:

The SBA, Small Business Administration

The USDA

The Small Business Development Centers

Manufacturing Extension Partnership

Michelin Development Corp.

And of course the Department of Commerce.

Important groups that help us guide what we do based on what
is going on with the small business community.

We provide direct assistance to small businesses and fielded over
500 inquiries from companies, small businesses, throughout the
state of South Carolina this past year. Fifteen percent of those
were from rural South Carolina counties.

The BuySC Program is specifically oriented toward buyer/sup-
plier matching, helping the larger OEM in Tier 1 and Tier 2 coun-
tries meet small businesses and vice versa, those small businesses
who need those larger ones. We keep a database of those compa-
nies, 23 percent of those companies in the database are from rural
South Carolina counties.
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Thanks to the Fed, we have had a series of successful lender
matchmaker sessions across the state. We held one in the Florence
area. And these are just an opportunity for—well, let us just call
it speed dating between small businesses and lenders, a chance to
put them together. Twenty-one rural counties were represented in
that effort, seven of those across the state.

Access to small business information is an issue, and it is an
issue for rural South Carolina as well. We created the
SCBIZNetwork, which is an interactive website with a lot of re-
sources, like a resource finder helping companies wherever they
are, whatever they are, find specific resources they need. We have
got a calendar of events, over 500 and something small business
events held throughout the state this past year. It also houses our
BuySC program, a Q&A section and access to the Small Business
Regulatory Review Committee. The point is, we are trying to be in-
tentional about providing access to rural South Carolina.

The State Trade and Export Promotion Program is one of the
SBA programs to help small businesses penetrate foreign markets
with goods and services. Two years into that program, we have
helped 59 small companies enter 24 different markets resulting in
$3.7 million in export sales. Fourteen percent of those companies
are located in rural South Carolina. We are interested in rural
South Carolina.

Small businesses and rural communities quickly feel a plant lay-
off or closure. They also quickly feel new economic development
projects that come to fruition. The Department of Commerce pro-
vides rural counties with financial support for speculative build-
ings, industrial park development, site certification, and even rede-
velopment in downtown areas. If you do not have product, nobody
is coming—important area.

We also recently just established the Office of Innovation where
we are looking at ways to improve capital access and also ways to
promote faster innovation among South Carolina companies.

Partners—we partner closely with the Small Business Develop-
ment Centers. We consider them a gateway provider, frontline
technical, face-to-face business assistance. We got a grant that we
provided to them for expressly providing assistance to rural com-
munities. It is just from Commerce.

Other partner is the Manufacturing Extension Partnership. We
have got a great partnership with a group that provides technical,
production, and process support for South Carolina’s small and
mid-size business communities. We love these guys, they are a
positive game changer, particularly for the small manufacturing
community in South Carolina and in rural South Carolina.

So areas for federal consideration, I would just mention a couple
in closing. We think that consideration and perhaps better recogni-
tion and support of the small business development centers and the
SCMEP should be considered. They are frontline groups, they have
a comprehensive offering and they are set up to cover rural South
Carolina.

And with great appreciation and respect, regulatory burden. All
federal agencies should continue to examine their regulations for
adverse impact on small business. Quite frankly, probably not
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enough attention is going to that area. Some examples are enclosed
in the written testimony.

Small business is vitally important to South Carolina. Small
business in rural South Carolina is vitally important to South
Carolina.

Thank you, Mr. Chairman, for your time and interest and this
concludes my testimony.

Chairman RICE. Thank you, Mr. Bundy.

Our third witness is Joe Jacobs, Senior Vice President of Oper-
ations at the South Carolina Manufacturing Extension Partner-
ship.

He has been with the South Carolina Manufacturing Extension
Partnership for nearly 14 years. He is a certified Lean trainer, pro-
fessional business advisor, a certified Black Belt in innovation engi-
neering. Mr. Jacobs has more than 40 years of manufacturing expe-
rience in various industries. He has been consistently successful in
introducing strategic plans, manufacturing management practices
and operating concepts that have supported the highest levels of ef-
ficiency and productivity and has been a key member of five sepa-
rate management teams that successfully launched startup oper-
ations in the United States and Canada.

Mr. Jacobs earned his bachelor’s degree in psychology from the
University of North Carolina and a master of science degree in ad-
ministration from Central Michigan University.

Welcome to our Subcommittee, Mr. Jacobs. You may begin your
testimony.

STATEMENT OF JOE JACOBS

Mr. JAcoBS. Thank you very much, Mr. Chairman. It is a pleas-
ure to be in Dillon and it is always good to see you again.

A lot of other people, when they think of SCMEP, one of the first
questions that come to mind is who are those guys. Although we
have been around since 1989, we still go places where people do not
know who we are and what we do and we try to do a lot of edu-
cation to correct that.

MEP was started in 1989. Senator Fritz Hollings out of Charles-
ton was kind of the father of the group during the initial days.
South Carolina was one of the first three in the nation to get start-
ed. In order to have an MEP, each state had to agree to provide
some type of support, so our model over the years has been kind
of a third federal, a third state, and we had to generate about a
third in order to survive. That has changed a little bit over the
years but we were established particularly to provide services to
small and medium-sized manufacturers and make them more com-
petitive globally. And we do that in a number of ways.

One of the things that we like to do initially going into an oper-
ation, is to learn as much about the company as we can. We defi-
nitely do what we call a competitiveness review and it’s an assess-
ment of the systems of the company, kind of model idea of the sys-
tems of the company that was developed in South Carolina, the
methodology of utilizing that tool. Other MEPs, there is about 14
other MEPs in the nation that decided they wanted to use it, they
actually pay us a licensing fee in order to use it.
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The competitiveness review is not very time consuming, but we
can go into a facility and within—part of the survey, the assess-
ment, they can do online, but once we get to a facility, it takes us
about four hours on site and we like to follow the process from
entry through shipping. We will go back and put our heads to-
gether and come up with a plan based on what has been successful
in the past and come up with about three or four recommendations
that we know if they take those and move forward with it, they are
going to be successful.

The areas that we particularly concentrate on is continuous im-
provement, workforce development, supply chain acceleration, sus-
tainability. The services that we provide in those areas range from
one end of the spectrum to the other. Like we take a look at the
assessment, maybe 9.2 out of every 10 that we do, have a tendency
to take those and move forward with it. Everything that we do
with a company is—we do not do it if it is not measurable and
every three months we go through a round of surveys that is done
by the National Institute of Standards and Technology. We utilize
a third party resource to do it.

Typically, about six months after we complete a project with a
company, they will get a call to see did they do what they said they
were going to and if they did, what was the impact on the bottom
line. I do not have our 2013 results yet, it will be about another
month or so before those come in.

But in 2012, we had a financial impact on new and retained
sales of $170 million; a cost savings of $14.4 million; capital invest-
ment, $50.4 million and jobs created or retained, 1792. When we
look at each one of those numbers, there is a ripple effect on jobs
created. For every one job created, there is another one that is a
spinoff somewhere.

When you look at it, if it is in a manufacturing facility, the aver-
age wage for someone in manufacturing now is close to $46.000.
The average wage in all other sectors together is around $35,000.
So there is a huge difference there. That is where the true—that
is where wages came from years ago, from the manufacturing sec-
tor. That is what we try to do is get back there.

There was one company, as a matter of fact, I think we made a
visit there, but about six months ago, we started with the president
of the company, he was getting ready to go through one of the
NIST surveys and he made a comment to me, he said you know,
when 1 first started working with you, we were sort of inefficient.
But if you guys had not came in, the plant would not be here now.

Chairman RICE. Are you talking about the one we went through?

Mr. JAcoBs. Yes. And that company is within 15-20 minutes
from here.

We worked closely with a lot of the other agencies in this state.
Mr. Bundy and I, in addition to getting support from the federal
government, the DOC, we work with them, get some support from
the state but we work in the Existing Industry Program with the
DOC and what we are doing there is going out visiting firms. Mr.
Bundy and his staff will go out, letters are sent out to manufactur-
ers and we go out and make visits on behalf of the DOC, but at
the same time we get a chance to tell them who we are, what we
do.
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We also work with the Department of Employment and Work-
force, and they get funds from the DOL every year. Twenty percent
of what they get from the DOL is to work with incumbent workers,
20 percent of those funds goes to what they call layoff aversion.
And the layoff aversion, last year, we went into I think it was 33
companies. Typically when we go into a company on layoff aver-
sion, they are about to close the doors. We saved 28 of those
through new sales and helping them improve efficiency, 28 compa-
nies, a lot of them in rural South Carolina. So that is one program
that we want to make sure that we continue to stay on top of.

One of the other things that MEP, we are a small group, there
is only 21 of us and about 60 percent of what we do project-wise,
we use third party experts to do it. So we do not do it all ourselves,
we have got five or six people that go out and do the hands-on work
but we do utilize a lot of third party resources. Typically in any dif-
ferent year, we use third party resources.

Two years ago, I added on two additional folks, regional vice
presidents, we have seven in the state now. Up until two years ago,
one person covered 26 counties and those 26 was right in this re-
gion. So you did not get a chance to see that person very much.
Right now, we have got seven and the person that covers this area
covers from Richmond to Marion. So we are doing everything we
can helping the small guys. About 75 percent of the manufacturers
in South Carolina are under 50 employees, and there is a lot of op-
portunity there if they know what is available to them. A lot of
people claim they cannot do business with the government because
they are in Dillon or they are in Marion. You can do business
there, you have just to know how to get qualified to do business
with them.

What the federal government can do to help the MEPs be suc-
cessful and be around for many years to come and help companies
in rural America continue to grow, the mission that we initially
had and still have is to work with small and medium sized manu-
facturers to help them become more competitive globally. The one
thing that works against that is the fact that in order to receive
a dollar from the federal government, we have got to show we
spent three. And instead of being measured on merits, that encour-
ages us to try to be profitable. So we do not get a chance to spend
as much time as we would like with the smaller guys.

It would be like an increase in what we get revenue-wise,
through a grant from the federal government, if it was a one-to-one
match instead of three to one.

Thl?t concludes my testimony and I think for the opportunity to
speak.

Chairman RICE. Thank you, Mr. Jacobs.

One of the misfortunes is that the crowd has a disadvantage be-
cause you cannot see these people’s faces when they are talking to
you. But you should see the pride in his eyes when he is talking
about what he has accomplished with these South Carolina compa-
nies. And I have been through one of his companies with him and
let me tell you, they were very, very thankful.

Our next witness is Ben Chastain, Director of the Duke Energy
Center for Innovation which serves as an incubator of local tech-
nology companies. Developed to support and diversify Hartsville’s
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economy, the center helps newly established enterprises find the
needed resources and knowledge base to help them transform tech-
nology ideas into successful businesses.

Prior to joining the center, Mr. Chastain worked for Coker Col-
lege for two years as director of their students in free enterprise
program. During his tenure there, he started their entrepreneur-
ship education initiative.

He is a graduate of Coker College with a degree in management
and is currently finishing his M.B.A. at Francis Marion University.

Thank you for being with us today, Mr. Chastain. Please begin
your testimony.

STATEMENT OF BEN CHASTAIN

Mr. CHASTAIN. Thanks, Chairman, and thank you for allowing
me to speak today.

I am going to talk about, of course, the Duke Energy Center for
Innovation and how it is directly impacting the Pee Dee region. We
are located in Hartsville, downtown storefront. As you mentioned,
our goal is focused on supporting and fostering new technology
company formation in our region.

On our website, wherever you look, we look at about a 50-mile
radius, but with the hybrid technology we are using through the
Clemson partnership, we can service the entire region.

Partners involved with this, of course, the Duke Energy Founda-
tion is one of our primary funders, a local foundation in Hartsville;
the City of Hartsville; and of course, Clemson University. This is
a pilot program, a three-year pilot that has come out of Clemson’s
research team and the development office. It was developed by Karl
Kelly, who is the director of commercialization and technology incu-
bation at Clemson.

When looking at some statistics, the 2010 census and SBA num-
bers, 65 percent of all jobs are created by emerging companies,
small emerging companies, employing in between one and 499, 500.
What we are trying to do in Hartsville and for the surrounding
areas with this pilot program with Clemson is be one of five tech-
nology centers across the state. There are currently three that are
open, one is ours in Hartsville, the other in Bluffton, South Caro-
lina and the third being in Rock Hill, with two more to be named
this quarter 2014.

But what we find is that these programs are already available
in urban areas such as Greenville, Columbia and Charleston. We
are at a disadvantage in rural areas because we do not have the
capital resources needed to support these two million dollar annual
budgets that takes place in some of these centers.

So Clemson’s pilot program is to have all five centers working to-
gether at Clemson’s core hub on their campus at the Regional En-
trepreneurship Development Center. Then we can mitigate some of
these costs, and currently our estimate is to operate each center at
a $200,000 budget. Our center, and of course every center has to
find its funding independently, but now half of that is being funded
through the Duke Energy Foundation and the other half through
a private foundation in Hartsville. So we are currently receiving no
federal or state money.
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Access to services and technology is probably the second thing.
We have this misconception in South Carolina and especially in
rural areas that we cannot do it as good as other areas. We have
to change this opinion and change this image across the state. And
it begins at each one of the centers. That is part of the lacking of
confidence in the network, not knowing that this technology or
these technologies can be developed here, that they have to go ei-
ther to California or go up in the northeast.

I have to brag on our community leaders, of course in Hartsville
as this was a community-led initiative through a private founda-
tion. And it has allowed us to take part in this initiative for the
last eight months and we are looking forward to moving into the
future. It is a hybrid-internet consultant model designed for non-
metro areas. The components include a community owned incu-
bator which we currently have. The training is provided by
Clemson, it is a 12-week program, certificate program, through
Clemson. Myself as the director and our board members as well as
many individuals taking part in this program. And we all use the
regional entrepreneurship center at Clemson for different services
that the entrepreneurs can have access to when we talk about the
services, business planning, cost projections, finances, et cetera, all
the things that go into creating these businesses.

What we do primarily at the center is walk them through a five-
step process with a preliminary evaluation of their technology and
of the individual. We do not have an application process. We take
anyone off the streets. We are seeing the unem