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Executive Summary

Breakthroughs in the life sciences are changing the way we live and work. Advances in
understanding of diseases, personalized medicine, stem-cell research, and many other
areas promise major transformations by developing new therapies and modernizing the
way health care is delivered.

Cutting-edge R&D, high-tech manufacturing, and medical services are not only providing
new treatments; they’re creating millions of high-paying jobs along the way. As economic
activity is increasingly based on intangible assets, life sciences clusters at the leading edge
of innovation will exhibit more rapid growth—and will be less likely to see the benefits

The growth of Greater Philadelphia’s life sciences cluster is primarily the result of its

position as a major center for the U.S. pharmaceutical industry and its strong local research

infrastructure, which includes some of the nation’s top-ranked universities. The region’s
eclectic mix of university research, world-renowned teaching

hospitals, technology spin-out companies, and other startups,

all interacting in a network, encourages companies to establish
operations and grow in Greater Philadelphia. Underpinning all
this interconnected activity is an evolving support network for
entrepreneurs, including venture capitalists, high-tech absorptive
capacity, and providers of professional services.

In this study, we revise and extend our original 2005 analysis of
the Greater Philadelphia life sciences cluster relative to ten other
leading clusters in the United States. We begin by benchmarking
where Greater Philadelphia stands in the current continuum. We
analyze its ability to innovate, commercialize research, and sustain
long-term competitiveness. We demonstrate the multiple economic
contributions of the sector by calculating the direct, supply chain,
and total ripple effects of the life sciences in Greater Philadelphia.

In this updated study, we have added a new Small Business
Vitality Index that evaluates the success of each metro area
in creating new entrepreneurial firms, which constitute

the lifeblood of cluster sustainability. Lastly, we highlight
case studies of firms that are illustrative of corporate social
responsibility efforts in the region.

Current Impact Assessment

The Current Impact section analyzes the economic impact and
growth of the life sciences industry in the Greater Philadelphia
area, while offering a similar benchmarking assessment for ten

other leading metropolitan regions. The life sciences encompass

six major industries: pharmaceuticals, biotechnology, life
sciences R&D, medical devices, health-care services, and
supporting industries. The following four categories fall under
the umbrella oftherapeutics and devices:
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We also measure the health-care services industry and the
life science—supporting industries, since the growth of a
cluster is fueled by its interaction with a metro’s hospitals,
medical practitioners, and other fast-growing, knowledge-
intensive industries related to the sector. Health-care-related
industries (including medical laboratories and diagnostic
imaging centers) bolster the growth of life sciences clusters.

We analyze each industry using seven measurements, which
together comprise the results of the current impact index:
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Greater Philadelphia claims the top spot in our Current Impact
Composite Index, followed closely by Greater New York and
Boston (Boston has moved from 4th place in our 2005 study
to take 3rd place). While the previous study saw Greater
Philadelphia beating out Greater New York by only 0.3 index
point, that lead has increased to 7.0 index points.

Greater Philadelphia has maintained its dominant position

in pharmaceuticals, but its strengthened position in Current
Impact is attributable to advances in biotechnology R&D (which
boosted its posiion to 1st in therapeutics and devices from

3rd in our 2005 study) and continued top-tier performance in
health-care services and life science—supporting industries.
Improved access to pre-seed, seed, and early-stage risk capital is
helping to elevate its status in biotechnology.
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Impact Composite Index, increasing its lead over Greater
New York to 7 points, after holding a slim lead of only 0.3

point in 2005.

remains in 3rd place, maintaining its 2005 ranking
but largely closing the gap with 2nd-ranked Greater

San Francisco.

every six jobs in Greater Philadelphia can be traced back
to the life sciences.

Scurces  U.S Buieau of Labor Satistics U.S Census, Harris InfoSource Milken Institute.
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continued growth.

1. The location quotient is an index for comparing a metro’s share of employment in a particular industry relative to that of the national share.
A metro with a location quotient greater than 1.0 has a higher concentration of life sciences employment relative to the United States as a whole.

Innovation Pipeline

A vibrant and competitive life sciences industry must be
supported by a strong and efficient innovation pipeline. The
life sciences innovation pipeline is composed of economic
@Ilgments that facilitate the industry’s technological advances
and production. We analyzed the innovation pipeline of
Greater Philadelphia with a view toward determining its

X thphcdd BbBEhéRe and commercialize ideas, research,
and health advances relative to other leading centers.
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As in our previous study on Greater Philadelphia’s life sciences
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The results show that Greater Philadelphia retained its 2005
rank of 3rd place, just behind Boston and San Francisco. It is
notable, however, that Greater Philadelphia largely closed
the gap that previously existed with 2nd-place San Francisco.

It is especially noteworthy that Greater Philadelphia jumped
to 1st place in human capital, beating out the historical leader,
Boston. Its world-class universities also lay the foundation to
attract venture capital, supporting its jump in the index.

Two related components—innovation output and
workforce—stem directly from Greater Philadelphia’s
knowledge base and assets. With improved venture
capital support and leading universities specializing in the
life sciences, it is not surprising to see the region excel in
innovation output and life sciences workforce.

Although Greater Philadelphia did not perform as well in
ReB Qadp&tilis strength in the other components enabled
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Increasing its R&D capacity is an opportunity for the region
to leverage its strengths in other areas to boost the overall
effectiveness of its innovation pipeline.

Small Business Vitality

The Small Business Vitality Index evaluates how successful
regions are in creating new entrepreneurial firms, which

Remarkably, however, Greater Philadelphia sprung into the top are the lifeblood of cluster sustainability. Small firms often

percentile in this study, in contrast to the results of our 2005

embody entrepreneurial values and cutting-edge ideas. The

analysis, in which only Boston and San Francisco posted scoresinderlying importance of entrepreneurship can be illustrated

above 90 points.
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by the value attributed to it by governments in different
regions around the world. Engagement of entrepreneurs
and small firms in supporting philanthropic and charitable
activities can greatly support a community as well.

Entrepreneurs represent innovation and thus trigger
heightened competition and higher expectations in a markét.
Entrepreneurial endeavors are a particularly critical element
in the Greater Philadelphia area, given its dependence on the
cutting-edge research and innovations of the life sciences
industry. Our analysis focuses on small firms that have fewer
than 20 employees in our comparisons.

Juxtaposed against the other ten leading metros, Greater
Philadelphia showed moderate strength in the performance
of its small life sciences firms. Despite strengths in its
pharmaceutical industry, small firms in the therapeutics and
devices field in the region showed only modest growth of 21
percent between 2002 and 2007.

The foundation for Greater Philadelphia’s performance is firmly Greater Philadelphia placed 9th overall in Small Business
established in four of the five components. With the exception Vitality. It has yet to develop the entrepreneurial sophistication

of research and development capacity, Greater Philadelphia

performed substantially better than the eleven-metro average.

of such places as Greater San Francisco, San Diego, Boston,
Greater Los Angeles, or Greater Raleigh-Durham.
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