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Prepared remarks for Aerospace Day 2011 to the Committee:  "House Economic & Small Business Development and Senate Ways & Means & Economic Development informative hearing on the Ohio Aerospace Industry"  
Chairmen Baker and Schaffer, members of the Joint Committee, my name is Dale Carlson.  I am the Executive for Advanced Engine Systems at GE Aviation and it is my honor today to represent the more than 13,500 people in Ohio that GE employs at its 22 facilities throughout the state.  

GE Aviation spends more than $1.2 billion annually with more than 950 Ohio suppliers who employ about 6,000 people. In addition to GE being Ohio’s largest non-government aerospace employer, it is also Ohio’s largest exporter. More than half of GE Aviation’s total revenues last year (2010) were derived from international sources.

GE Aviation has invested heavily in plant/equipment in the state. In 2009, GE Aviation announced a major revitalization effort for its Evendale headquarters that includes $100 million in capital improvements at the facility over the next several years. GE Aviation invested $90M in 2007 to expand its unique engine test and assembly operations at Peebles in Adams County. 

We at GE also believe strongly in investing in our communities. GE is in the fifth year of a five-year $20M grant to Cincinnati Public Schools to help the school system improve students’ scores in math and science.  GE employees invest time and effort in Ohio communities to support our neighborhoods.

We have strong relationships with universities in the state, including The Ohio State University, the University of Dayton and the University of Cincinnati—conducting research and hiring co-ops and employees from these fine establishments.
We at GE are proud to be a part of Ohio’s aerospace legacy and we are doing our part to grow that legacy.  We are making unprecedented investments in R&D, well over $1 billion yearly, to not only build the next generation of efficient and safe jet engines but to insure our competitive position for the future—to 2050 and beyond.
If it pleases the committee, I’d like to share a few words on what makes aerospace unique.  First off, aerospace, along with pharmaceuticals, medicine, and nuclear power, is the most heavily regulated and scrutinized industry in the world.  Products in these segments are characterized by long development cycles and high up-front investment costs  with considerable, and appropriate, regulatory oversight.  
Product differentiation in aerospace requires technology infusion.  Many of the technologies that differentiate our products have strong Ohio roots.  Out of the sponsorship of AFRL (at WPAFB), NASA GRC, and others we have developed game-changing materials and propulsion technologies that take off in a GE or a GE Joint Venture engine somewhere in the world every 2.5 seconds of every day.  There isn’t a propulsion product in our portfolio that doesn’t have a link to Ohio.  It’s okay to be proud of that—we certainly are at GE.
Aerospace product development cycles require long-term strategic commitment.  For example, our industry-leading research in, and application of, advanced ceramic matrix composites that allow us to replace heavier metals within a jet engine, started in a laboratory several decades ago.

These strategic commitments require us to invest through tough business cycles and through massive challenges to the industry.  For example, the recently certified GEnx engine for the Boeing Dreamliner (787) was initially launched around the time of the infamous 9/11 event.  Given that it has been nearly ten years since the decision to launch the GEnx was made, one can see that ours is truly a strategic business entity!  
The Competition for What We Have

We Ohioans love to be number one. As of this testimony, we are blessed to have the top-ranked basketball program in the land at The Ohio State University. However, we are also number one in an area that matters to us all here today. Namely, Ohio is number one in the world in propulsion—we are second to none.

There is an arc of aerospace propulsion excellence that starts in the southwest corner of the state with GE Aviation, extends through Dayton with Wright-Patterson AFB—the most important Air Force base in the world, passes through Columbus and the impressive propulsion programs and facilities of The Ohio State University, and is solidly anchored by the NASA Glenn Research Center in Cleveland.  Included in that arc are all the satellite businesses, as well as the numerous educational institutions, in addition to The Ohio State University, that are a key to the success of the aerospace industry in Ohio and the jobs it creates.  

It isn’t a birthright that we have, or will maintain, this propulsion leadership.  Others want what we have here in Ohio and are out to acquire it.  We are in a global competition.  Capturing an aerospace company and/or government R&D facility has considerable cachet to a state or a country.  Attracting aerospace jobs/companies means you’re world class—you’re “big time.”  While leveraging our statewide assets to attract new aerospace businesses, we must take measures to maintain those assets against those who would attempt to attract them away from Ohio or lose them altogether.
As an example of the “right fight” to protect what others want to take from Ohio, the committee is well aware that we at GE, with our Ohio congressional team, are strongly, and properly, advocating for an alternative engine, our F136, for the F-35 5th generation fighter.  If our competitor is allowed to go forward unchallenged by the rigor of head-to-head competition it will have the following effect on GE: First off, the tactical implications.  We’ll need to find new roles for about 1,000 of our highly trained engineers and technical staff.  That is tough enough.  Strategically speaking, the loss of the F136 program would leave GE in the position of having no military production program to justify, and sustain, investment in military R&D.  Both Ohio and our nation lose in that case.
I’m frequently asked about the emerging role of China in aerospace.  But there is another “C” and it is right on our border.  It is Canada and it has the third-largest aerospace company cluster in the world in Montreal (behind Seattle with Boeing and Toulouse with Airbus). It is a matter of public record that Canada will provide up to 48% recurring tax credits for companies that place new R&D jobs in Canada.  Please note that these credits are year over year—they don’t end.

As a working figure for the committee to carry forward, the value of 50% cost share and/or incentives for attracting new aerospace companies is the incentive “tipping-point value” against which Ohio must compete.  In addition, “single shot” infusions of monies and resources to aerospace, while welcome, do not provide what is needed to make one a viable aerospace player. This is especially true for aerospace startup companies, who typically do not have the resources to bridge the “idea to market” timelines and regulatory hurdles.
The voters in our state are to be thanked for their support of the Third Frontier ballot issue.  That the voters approved this in one of the most challenging business periods in Ohio history is especially gratifying.  In Dayton, GE Aviation is creating an Electrical Power Integrated Systems Research & Development Center (EPISCENTER) in conjunction with the University of Dayton Research Institute and a capital grant of more than $7 million from Ohio Third Frontier Commission. The center will open in 2012.  This is a great example of the success that comes from working as a team to bring great things to Ohio.
Our combined state and government leadership has done a fantastic job in obtaining Base Realignment and Closure gains at WPAFB.  This represents a significant growth opportunity for our state and we at GE are excited about the expanded aerospace footprint upon which both our propulsion and systems teams may build future growth.
In closing, I think it is fair to say that jet engines are certainly ingenious mechanical devices.  However, “The Book of Knowledge of Ingenious Mechanical Devices” was written some 800 years ago, in what is now Iraq, at the pinnacle of ancient Islamic science.  Clearly, being number one comes with no guarantees that your company, state, or civilization can survive for the long term.   It takes resources, it takes commitment, and it takes sacrifice.  
As a member of The Ohio Aerospace & Business Aviation Advisory Council, I had the privilege of working with a dedicated team of government and business professionals who have the best interests of Ohio in mind.  It is clear to me that if we truly work as a statewide team we can both sustain what we have and build on what we have.  As an old coach once said, “There is no limit to what can be accomplished when you don’t care who gets the credit.”

Thank you,
VR
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