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THE INCREDIBLE SHRINKING

CorporationsmovingtheirheadquarterstoChicagoarrivewith only a handful of employees and a modest economic
impact

BYCLAIREBUSHEY

Inthewintertwilight,thelogoofArcherDanielsMidlandgleamssilverwhereitiscut intothewallbesidethefrontdoorat 77 W.WackerDrive.
Thoughitmarksthe company's world headquarters, it's easy to walk past without noticing.

Contrast that with the $33.12 billion agribusiness's presence at its former headquarters in Decatur. When Chicago landed
ADM in 2013, it got 70 executives and white-collar employees, plus a promise of 100 technology jobs that never arrived. Two years
later, Decaturstillhas4,200ADMworkersinlogistics, cornprocessing, farmerservices, natural healthand nutrition, oilseed processing and
specialtyingredients.
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Mobile HQs erode Chicago's tradition of corporate philanthropy.

ADMisExhibitAintheriseofanewtypeofcorporateheadquarters,onethatarrives fromafar but packs light. These headquartersrepresent
the pinnacle ofthe corporate pyramid, snapped off and relocated, free of jobs tied to operations and often midlevel HQfunctionssuchas
payroll,humanresourcesorpurchasing. Tobesure,migrating headquarters offer benefits to the city: They boost demand for business
services, their executivesjoin the philanthropic scene and, of course, they confer bragging rights. But intermsofjobs, thefartheracompany
travelstosetupshopinChicago,thefewer peoplecomewithit.

"Thenotionofthecorporateheadquartersinthe’MadMen'worldwhentherewere hundredsorthousandsofpeopleinabuildingwiththe
companylogo...thosedays aregone,"saysDavidCollis,aprofessoratHarvardBusinessSchoolwhostudies corporate headquarters.

Chicago may have won ConAgra's headquarters recently, for example, but there'shalmtosoothetroubledcityboostersinOmaha,
Neb. itscurrenthometown; TheGatewaytotheWestwillkeep1,2000fficejobs—500morethanhere—plus900in factories. In 2011, GE
Transportation moved its headquarters here fromErie,Pa.,alongwith500f5,500jobs.(ThenumberinChicagosincehasclimbed to
150,whileEriehasshrunkto4,750,withmorecutsplannedthisspring.)In2013, design and construction firm Clayco agreedtomakeits
288-employeeChicagooffice itsheadquarters. Thecompanynowemploys620here,whileinitsoldhomeofSt.Louis, it sgrownto1,025
from700.ThelatesttoannounceplanstoalightinChicago, GE Healthcare, will pluck just the executive leadership teamof200orfewer
fromsuburbanLondon,whereitemploysabout1,000.
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MANUEL MARTINEZ

ArcherDanielsMidland'sheadquartersat77W.WackerDrive. Thecompanyemploys70 executives and white-collar
employees here after moving from Decatur in 2013.

Thestickershockofseverance, retentionpackagesandrelocationcostsdepresses the job countwhen aheadquarters moves fromfar
away, says DebraMoritz, executive managingdirectorintheChicagoofficeofcommercialrealestatecompanyCushman & Wakefield.
Even Boeing, the largest company to cometoChicagofromoutofstate,broughtjust400employeesherein2001, comparedwiththe
1,000itemployedatitsheadquartersin Seattle. Fifteenyearslater, itsChicagoheadcountisuptoroughly560.

Headquartersbeganshrinkingadecadeago,butthetrendhasacceleratedinthepast threeyears,saysVinay Couto,aconsultantinthe
ChicagoofficeofStrategy&. The phenomenonisdrivenbythe outsourcingofsharedservicessuchasIT,accounting andhuman
resources,aswellasbyamindsetborrowedfromprivateequity—and embracedbyactivistinvestorsandincreasinglymanagementitself—
tocutoverhead andmakeeverypartofabusinesscounttowardprofitability.Ifacompanymovestoa "moreexpensivelocation,youjustmove
theteamthatrunsthebusiness,butnotthe teamthatadministers...becausewhatyouwantistonotincreasetheoverallcost," Coutosays.

"THE NOTION OF THE CORPORATE HEADQUARTERS IN THE ‘MAD MEN' WORLD WHEN THERE WERE
HUNDREDS OR THOUSANDS OF PEOPLE IN A BUILDING WITH THE COMPANY LOGO . .. THOSE DAYS ARE
GONE."

—DAVID COLLIS, HARVARD BUSINESS SCHOOL PROFESSOR
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Whilecomprehensivedataonthesizeofheadquartersislimited,a2014studyof mostlyEuropeancompaniesthatZimmermannco-
authoredfoundthattheaverage percentageofemployeesworkingatheadquartersdroppedto3.4percentin2014 from5.6percentin2012.
Theshrinkageisduetotherecoveryfromthe2008financial crisis,Zimmermannsays.Companiesreducedstaffatheadquartersasthey
returned resourcestotheirbusinessunitstodrivegrowthandlocatedadministrativefunctions in low-costlocales.

"WhenADMrelocateditsglobalheadquarterstoChicago,itwasalwaysourintention tomoveasmallgroupofpeoplewhomostly focusonthe
strategicdirectionofthe company," spokeswomanJackie Andersonsays. "Chicagoallows ustomore easily reachglobalmarketswhile
stillmaintainingcloseproximitytoourNorthAmerican headquartersin Decatur, where a significantamount of our commercial activities take
place."

For Aaron Renn, a senior fellow atthe Manhattan Institute for Policy Research, it exemplifiesthe"executive headquarters,” atermhe
coinedtodescribethedetachedcorporatenucleus.Fora metropolistoget100executives"getsyousomething, butinacitythesizeof
Chicago,that'snotwhatitusedtobe."

LOCALPOACHING

between city and suburb or suburb to suburb. Historically, staying within greater Chicago meant
employees from at least some of a company's businesses would keep their jobs, even if they changed
their commute. Local poaching yields greater returns for the new jurisdiction because companies are
more likely to bring business units, not just the C suite. Walgreen was based in Chicago until 1975,
when it moved to Deerfield. Baxter International moved to Deerfield from Morton Grove the same year,
when it employed 2,200.

I\/l etro Chicago boasts the headquarters of 34 Fortune 500 companies, with a fair share bouncing

When Sears built its namesake tower in the early 1970s, it did so with the purpose of convening all its corporate
operations under one roof, says John Russick, director of curatorial affairs at the Chicago History Museum. In
1992, the company moved the headquarters for its 5,000-strong merchandising group to Hoffman Estates. The
official company headquarters stayed in Chicago; about 550 senior executives and support staff continued to
work in the tower. Their move two years later was anticlimactic.

More recently, about 350 United Airlines executives came in 2007 when the company moved its headquarters
downtown from Elk Grove Township, where it employed 3,600. The number swelled to 4,300 in Chicago,
including 1,300 jobs when United opened an operations center in Willis Tower. Motorola Mobility brought all
2,000 employees from its Libertyville head office when it moved downtown in 2014, though it announced plans
in August to cut 500. Motorola Solutions will leave 1,600 in Schaumburg but bring 800 to Chicago when it
completes its move this summer.
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Micro moves

Many companies that transfer their headquarters to Chicago have a smaller
employee footprint in their new home than in their old one.

Boeing ConAgra
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Sources: News reports, Crain's reporting
1. Includes operations 2. Plans to decrease to 1,200 3. Projected 4. Since the July merger of Kraft and Heinz, headcount has dropped. 5. 1,600 will remain in Schaumburg and 200 will move to Elgin.

These movesdon'trepresentagainfortheregion, however, sinceincreasesinone municipality are offset by
lossesinanother. It's a zero-sum game that quickly grows priceyiflocalgovernments offerrelocation subsidies.
(RenncitesKansas City, where Missouriand Kansas dangle incentives to tempt companies to jump from one
side of the state line to the other.)

Companies do sometimes decamp entirely, as General Electric demonstrated in January when it announced it
will move from Fairfield, Conn., to Boston. Some fear that Chicago's technology startups are particularly
vulnerable to leaving for Silicon Valley, attracted by venture capital and a deep talentpool.

But a company needs a strong business reason to take the radical step and expense of leaving the region, Renn
says, and plenty don't have it. So, he says, the argument that regional hops are a win because at least the
companies stayed in-statebecomes "the argument you would make if you were Rahm Emanuel," who has wooed
multiple.

firms to move downtown from the suburbs. During Emanuel's tenure as mayor, 16 companies have relocated
their main headquarters to the city from the suburbs. Seventeen came from outside the metroarea.
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"The changing nature of corporate headquarters is very real, but headquarters are still really vital to our city and
our economic development work," says Wendi Taylor Nations, chief marketing officer at the city's economic
development agency, World Business Chicago. Even if initial job numbers are low, she says, there's a positive
ripple effect that benefits the city's professional services firms and a "cool kid factor" that makes other
companies want to settle here, like the clustering of food companies ConAgra and KraftHeinz.

A REFRESH

Moving headquarters often can be a way for companies to break from the past and shed employees and positions,
Couto says. Boeing's Seattle location was identified with its commercial airplane unit at a time when the company
was still digesting its merger with St. Louis-based defense contractor McDonnell Douglas and it needed a "neutral
location” for its headquarters.

Kraft Heinz, with dual headquarters in Pittsburgh and Chicago since the March merger of H.J. Heinz and Kraft
Foods Group, is another instance of significant change. The company's real estate footprint will go to 170,000
square feet in the Aon Center from 700,000 square feet in Northfield, where 2,100 people worked before the
merger. Headcount at Kraft Heinz's Chicago site already has dropped. Spokesman Michael Mullen says the
downtown location will have about 1,500 employees. "It's an easy way also of making some difficult decisions,"
Couto says.

All companies have become more efficient about how they use space, says Todd Lippman, a vice chairman in
the Chicago office of commercial real estate firm CBRE. For a decade, the amount of square footage per
employee has been dropping, and companies have been moving back-office workers out of the country or at
least to less expensive space. Locally based Northern Trust bank, for example, moved jobs from Chicago to
Arizona when it opened an operations center there in June. Executives said in October that they were capitalizing
on lower labor costs by basing more than a quarterofthebank's16,000-strongworkforce in Arizona, India, Ireland
andthe Philippines.

"It's a reality we've been working with for the last 12 years," Lippman says. A business may grow revenue and
headcount, but that doesn't mean it's going to take up the same amount of real estate as before. "What that
means for cities is that you may have growth . . . (but) instead of a tenant taking 300,000 feet, they take 200,000
feet."

MOVING HEADQUARTERS CAN BE "AN EASY WAY ... OF MAKING SOMEDIFFICULTDECISIONS."
—VINAY COUTO, STRATEGY& CONSULTANT
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Inching up
Some companies have established a larger employee footprint since moving to Chicago. But with

the exceptions of United Airlines, in-flight wireless provider Gogo and accounting firm RSM,
the job gains have been in the dozens, not hundreds.

@ - Headquarters size before moving to Chicago = Headquarters size after moving to Chicago

Motorola Presence United

Gogo JMC Steel Health  Retrofit Sagence Airlines
Chicago: 720 Chicage: 70 to 80 Chicago: 200° Chicago: 20 Chicago: 75° Chicago: 4,300

Masca: 482 Cleveland: 15 to 20 Mokena and  Skokie: 5 Rosemont/ Elk Grove
Chicagoe: 200 virtual office: 60 Township: 3,600

Connected Federal Hannover Medix Prescient Retale RSM  ThyssenKrupp
Health Savings Fairs USA  Chicago: 100 Edge Chicago: 20 Chicago: 950" North America
Chicago: 25 Bank Chicago: 16 I.s:nhnrd.' Chicago: 50 to 55 al“_m'_“q:“,"' Chicage: 75
Virtual office:  Chicago: 356" Princeton, 251030 McLean, Va.: 40 Minn.: 125
81010 Overland N.J.: 10
Park, Kan.: 8

1. Includes operations at a home loan center that opened in 2012. Moving the headguarters brought 55 jobs or fewer. 2. Presence Health was formed by combining Resurrection Health Care
and Provena Health, which each employed 100 before the merger. 3. RSM, the accounting firm previously known as McGladrey, had 700 working in its Chicago office
in July 2012 when the headquarters move was announced. 4. Total headcount

Note: Emnos USA, Retale and ThyssenKrupp North America are all new U.S. headquarters. Sources: News reports, Crain's reporting

Even so, overall demand for office space has stayed strong because of smaller and midsize companies, says
Moritz of Cushman & Wakefield. Moreover, Lippman says, a company not moving all its workers when it
relocates does not diminish the importance of the jobs it does bring, the reputational advantage associated with
a headquarters and the benefit to ancillary businesses. Seattle-based law firm Perkins.

Coie opened an office in Chicago after Boeing moved here and now employs 116 lawyers in the city. "It's easy
to say, 'One hundred people, that's not that much," and that's true. But if you look overall at Loop employment,
it's quite robust,” Renn says. Private-sector employment in downtown Chicago increased 16 percent between
2010 and 2015. "It adds up."

Access to professional services is one of the driving reasons for headquarters to relocate downtown, Renn says.
"They need to talk to their banker at Goldman Sachs, they need to talk to their lawyer—those people are
downtown." Chicago's history as "hog butcher for the world" and as a hub for manufacturing and transportation
means today agribusiness and industrial companies can find lawyers and accountants here familiar with their
industries. The professional services firms benefit from increased patronage, and as more companies cluster
here because they can obtain needed services, it fosters a virtuous circle.

Yet the ripple of economic benefit is checked by the smaller nature of these headquarters, says Norton Francis,
an expert in state and local tax policy at the Urban- Brookings Tax Policy Center at the Urban Institute in
Washington, D.C. When United moved downtown, restaurateurs in Elk Grove Township worried
(http://articles.chicagotribune.com/2009-08-26/news/0908240316_1_united- airlines-elk-grove-township-
northwest) about the loss of business. Were ADM to relocate again, the city's eateries wouldn't miss company
executives in the same way. "Fifty lunches is a lot fewer than 500 lunches, and the expense of the lunch isn't
going to overcome that," Francis says.
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GROWTH

Abbott Laboratories, founded in 1915 and employing an estimated 10,000 in the Chicago area; 2,100 at
McDonald's headquarters in Oak Brook; and 1,800 at Baxter's main campus in Deerfield, with another
4,700 spread across northern lllinois. There's also the new crop. Groupon, for all its struggles, still
employs 2,100 inChicago.

T he majority of job growth comes from expanding existing businesses, Renn says. There's the old guard,

Even homegrown companies that drew brickbats for moving their headquarters out of town, likeAonandAccenture,maintainlargefootprints
inChicago.Aonmoved20 executives from Chicago to its new London headquarters. It employs3,100therebutstillhas2,700
employeesintheAonCenter.Dublin-based Accenture,whichhad6,500employeesspreadacrossthemetroareawhenitwaslast
headquarteredherel5yearsago,stillhas5,500,comparedwith1,800inlreland.A spokesmandeclinestosayhowmanypeoplemovedfrom
Chicagotolreland.

AaronRenncoinedtheterm"executiveheadquarters"todescribethedetached corporatenucleus.

Thelossofamajorheadquartersdoesn'tnecessarilystiflejobgains. WhenBoeing movedtoChicago, Seattle'seconomykeptgrowing, fed
byMicrosoftandAmazon, says Kevin Hively, founder of Ninigret Partners, a business and economic development strategyconsultingfirmin
Providence,R.l.Homegrowncompaniesoffer"morebang forthebuck"because"ifyouhavethingsliketheirR&Dortheirmajorbusiness
units, youalsogettheopportunitytoholdontotheirgrowth,"hesays.

reologie



Chicago Real Estate Daily Article

LU UL UUL DTV ULV U

Mobile HQ's erode Chicago's tradition of corporate philanthropy

Butinaworldofpinchedmunicipalbudgets,decidinghowtobalanceeconomic developmentprioritiesisachallenge."Therealquestionis,
ifyouonlyhaveadollarto spend,doyouspend50centsoneach?Isit60-40770-30?"Hivelysays."lthinkthat's an openquestion.”

Soifacompanydoestravellight ifthere'slesstotieittoanyparticularpatchof earth,isitlesslikelytostaywhereitlands?Thefirstrelocation
“certainlyremovesthe loyalty factor," Francis says, with any subsequent decision about location "more focusedonconventional
businessarguments"likecostandcustomeraccess.

Mead Johnson Nutrition, makers of Enfamil baby formula and other nutrition products forchildren,mayofferaglimpseofthefuture. The
companywasfoundedin1905in JerseyCity,N.J. TenyearslaterwhenWorldWarlcutoffsuppliesofpotatostarch neededtomakethe
company'sfirstinfantfeedingproduct,thecompanymovedto Evansville,Ind.,tosourceanalternative carbohydrate, corn. Itstayedthere for
almost a century.

In 2007, lllinois paid the company $2.7 million to move 50 executives to Glenview while 1,300 employees remainedin Indiana.
(Employmentthere now stands at 930.) It hasstayedthereeightyearsasthecompany'sheadcountatheadquartersgrewto 170. Then, in
March, Mead Johnson announced it will take those 170 jobs, possiblyasmanyas200,andjointhetideofcompaniesheading
downtown. Itwill claimaChicagoaddressinmid-2017.




