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President Bush has said, “The role of government is to create
conditions in which jobs are created, in which people can
find work.” The twin goals of his administration are to
increase the competitiveness of the American economy and
to ensure that all communities share in economic opportuni-
ty. To help accomplish this, the President has proposed the
American Competitiveness Initiative (ACI) — a bold strategy
that mobilizes federal resources and programs in a manner
that will spur innovation and speed new ideas to the market-
place.

One of the ways that the Economic Development
Administration is supporting the ACI is by spotlighting “best
practice” regional strategies for economic development and
competitiveness through the EDA Excellence in Economic
Development Awards program, and sharing those best prac-
tices with economic development practitioners throughout
the nation.

The challenge for today’s state and local officials and eco-
nomic development organizations is to fashion action-ori-
ented, market-based strategies to ensure their communities
and regions are positioned not just to compete, but to thrive
in the 21st century’s global economy. Some of America’s
leading economic development practitioners and thinkers
have developed innovative strategies for accomplishing this,
and have achieved outstanding results. The Excellence in
Economic Development Awards 2006 recognize these leaders
of American competitiveness.

The Excellence in Economic Development Awards com-
petition is open to nonprofit organizations, local, state and
regional government entities, and universities and colleges.
Nominations for each category were reviewed by a selection
panel of highly qualified and independent economic devel-
opment practitioners, academics and government represen-
tatives, and the winners were announced in early June 2006.
I look forward to officially presenting the awards throughout
the next month in the respective communities of the follow-
ing winners:

Welcome to the Summer 2006 issue of
Economic Development America.

Category: ~ Urban or Suburban Economic Development

Category: ~ Rural Economic Development

Category: ~ Enhancing Regional Competitiveness

Category: ~ Economic Adjustment Strategies

Category: ~ Technology-led Economic Development

Category: ~ Community and Faith-Based Social
Entrepreneurship

Category: ~ Innovation

This issue of Economic Development America is dedicated
to sharing the innovative thinking, planning and execution
that went into each of these award-winning economic devel-
opment initiatives.

I trust you will find these articles as insightful as I have,
and I thank the authors for sharing their experiences with us.

£ 3 =
- l_x{___,x'
Sandy K. Baruah

Assistant Secretary of Commerce
for Economic Development
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The City of Pueblo
Rehuilds Its Economic Base

For years, Pueblo, Colorado, was known for — and proud

of — its blue-collar background. Among its nicknames
were “The Pittsburgh of the West” or simply “The Steel City.” Both
were nods to the industry that had formed the city’s backbone for

decades and its dominant employer, CF&I Steel. Pueblo was one of the
few cities in Colorado

that seemed to identify
more with the gritty
histories of eastern
industrial cities than
with neighboring
mountain towns.

For decades, the children and grandchildren of
those who had come to Pueblo to work in its
steel mills could be sure of one thing: If they
chose not to go to college, they didn’t have to
worry about their futures. As it had been for
their fathers and grandfathers, they could
always get a job at the steel mill. Not only that,
but they could make a good living and raise
families who would more than likely continue
that legacy.

But in the early 1980s, Pueblo’s way of life came to a
grinding halt.

In the late 1970s and early 1980s, the troubles that the
steel industry was facing in the U.Ss eastern factories were
making their way west. In Pueblo, it was obvious that
reliance on steel across the world was certainly decreasing,
and that cities whose economic lifestyles were based on that
industry were about to change forever.

By the end of 1982, Pueblo’s largest employer, CF&I Steel,

had cut its workforce by 2,400 employees. A ripple effect
among other companies that depended on CF&I to at least
partially operate their own businesses added to those num-
bers, and suddenly the number of unemployed people in
Pueblo County had increased by more than 4,400. The
decade had barely begun and in total, more than 9,900
persons were out of work, an unemployment rate in the
county of 19.7 percent.
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The Historic Arkansas Riverwalk Project (HARP), a 26-acre urban
waterfront that includes trails, sidewalk cafes, commercial and retail
development and public spaces for art and entertainment, is a key
element in the revitalization of Pueblo’s downtown.

Planning to get back on track

In 1985, with funding from the U.S. Economic Development
Administration, the City of Pueblo undertook an Economic
Dislocation Adjustment Strategy study. The plan articulated
long-term economic development strategies that would put
the brakes on the city’s slide and get its economic fortunes
back on track.

The study identified four focus areas: downtown revital-
ization; expansion and retention of existing firms; employ-
ment and training options; and airport industrial park infra-
structure. Following a series of meetings and discussions,
community leaders chose three economic development
strategies that would best respond to these focus areas:



1. To create new employment opportunities for those 4,400
recently unemployed residents, the city adopted a strate-
gy to immediately attract new manufacturing business to
the Airport Industrial Park, located east of the city’s met-
ropolitan area. The greatest challenge to accomplishing
this was the quality of the existing infrastructure at the
park.

2. To stabilize and diversify the local economic base from
primarily manufacturing to other employment sectors,
the city would partner to provide business assistance
programs and foster opportunities for businesses to
locate both at the Airport Industrial Park and in the
city’s downtown.

3. To anticipate and prepare for future economic change,
the city would improve workforce training options.
Training and economic development partnerships would
be developed and strengthened with a newly created eco-
nomic development body (the Pueblo Economic
Development Corporation), Greater Pueblo Chamber of
Commerce, Latino Chamber of Commerce, Pueblo
Community College, the University of Southern
Colorado, Pueblo School Districts 60 and 70, the City
and County of Pueblo and the State of Colorado.

From planning to action

The first step the city took was to create the Pueblo
Economic Development Corporation (PEDCO), a public-
private entity charged with attracting new industry to the
area. Then in 1984, residents passed a ballot measure to
increase Pueblo’s sales tax by one-half cent. The funds were
to be directed entirely toward efforts to create new jobs.
(Over the 22 years the special sales tax has been collected,
more than $88 million has been raised to support economic
development.)

The city used the new funding to match two EDA Public
Works grants to develop industrial infrastructure at
Memorial Airport. Those actions proved very successful: the
improved and revamped infrastructure helped attract new
employers such as Sperry, Target Distribution, McDonnell
Douglas, Trane Company and B.E. Goodrich.

The next focus area in the revitalization efforts moved
back to the city’s core. EDA helped fund the development of
the Business and Technology Center, a small-business incu-
bator that would help new businesses start up. EDA also

funded a planning grant that was used to prepare three plans
— Strategic, Economic and Physical Development — which
identified a number of revitalization projects for downtown
Pueblo.

In 1994, Pueblo voters approved a ballot measure that
would allow a portion of the half-cent sales tax to be used to
build an $18 million hotel and convention center. In 1995,
voters again approved a bond issue for just under $13 mil-
lion to build the Historic Arkansas Riverwalk Project
(HARP). Constructed along the banks of the Arkansas River
where it flows through the center of downtown Pueblo, the
HARP is now a 26-acre urban waterfront experience that
includes trails, sidewalk cafes, commercial and retail develop-
ment, and public spaces for art and entertainment.

It is becoming more and more clear how essential the
convention center and the HARP are to continuing the eco-
nomic expansion of the city’s core. Early in 2006,
Professional Bull Riders, Inc. announced that it would con-
struct its headquarters on the HARP. In late May, Cingular
Communications broke ground on the HARP for a customer
service center that will provide more than 500 jobs paying at
least $10 an hour. To build on that success, the community
has raised another $2 million for the expansion of the HARP
to the convention center.

One of the state’s biggest moneymakers has been tourism,
but in the past, the city had not sought to tap into that mar-
ket. With the change of the city’s fortunes since the early
1980s, Pueblo realized that heritage tourism could have a sig-
nificant impact on the redevelopment of its historic down-
town. In early 2000, the City of Pueblo and State of Colorado
committed $7 million to redevelop the El Pueblo Museum
and Plaza in the heart of downtown. Besides holding the
city’s past within its walls, the museum is a popular setting
for many events in the city, including the annual Chile and
Frijoles Festival. In 2004, the community applied for and
received the Preserve America designation.

Partnerships

As with any major plan, it takes more than one person or
group to ensure success. While city government was partner-
ing with EDA on various plans and projects, community
partners moved forward with their own projects to further
the city’s economic adjustment strategy:
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Pueblo Economic Development Corporation: Since
1984, the Pueblo Economic Development Corporation
has assisted in attracting 67 businesses that provide pri-
mary jobs in the community. The net gain in employ-
ment over the 20-year period is approximately 7,000
jobs, with an additional 810 jobs that are expected to be
in place in the next 12 months.

Greater Pueblo Chamber of Commerce: Due to efforts
of the Chamber and the expansion of local venues, the
number of major, community-wide events held in
Pueblo has grown from three in 1985 to eight in 2005.
In 1998, the Pueblo Convention Center hosted 411
events with total revenue of more than $920,000; busi-
ness has grown so that in 2005, the convention center
hosted 612 events with total revenue of $1.28 million.
The impact of attendee spending on the local economy
in 2003 was estimated to be $3.4 million. Two spinoff
organizations have been created as a result of tourism
development, the Pueblo Lodging Association and
Destination Pueblo.

The Chamber is also a partner in the Pueblo
Education Consortium (PEC), which brings together
Colorado State University at Pueblo, Pueblo Community
College, School Districts 60 and 70, and local business
leaders to identify the workforce needs of the local
business community.

Latino Chamber of Commerce: The Latino Chamber
created the El Pueblo Interdevelopment Corporation
(EPIC), a program that provides loans to existing and
startup businesses that don’t meet conventional banking
underwriting criteria. It created the Pueblo Hispanic
Education Foundation (PHEF) originally to raise money
for scholarships and support services for Hispanic stu-
dents, but now includes anyone of low- to moderate-
income. The Latino Chamber also was instrumental in
creating the Pueblo Technology Alliance, a group started
to help southern Colorado organizations, businesses and
community members understand and use technology to
its full potential.

Colorado State University — Pueblo: Opened the Malik
& Seeme Hasan School of Business, partially funded by a
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local businessman, in the early 1990s.

*  Pueblo Community College: Pueblo Community
College (PCC) has been a leader in providing customized
training for local business. In 1994, it constructed the
Gorsich Advanced Technology Center to provide highly
technical training. PCC also houses a Small Business
Development Center.

e Pueblo School District 60: In 2002, a $100 million bond
issue passed to fund technology upgrades in all the
schools throughout the district.

*  Pueblo School District 70: Created the Tech Academy
for high school students, now housed in the Gorsich
Center at PCC.

Results

The Pueblo community has achieved significant results over
the past 20 years not by dwelling on its losses but by devel-
oping strategies, forming partnerships and taking action. As
shown in the table on the next page, over the past 20 years
Pueblo’s unemployment rate has dropped from 10.5 percent
to 6.8 percent, jobs increased by 43 percent and population
has grown by 24 percent.

Though progress seemed slow at times, the city stuck to a
steady course and continues to prosper today. Pueblo’s
accomplishments were recognized in early 2000 when
Partners for Livable Communities designated the City of
Pueblo — which in 1983 had an unemployment rate near 20
percent — as one of America’s Most Livable Communities.

Ironically, the long-term success of Pueblo’s strategy may
be best exhibited by the historic bellwether of the Pueblo



economy, Rocky Mountain Steel (for-
merly CF&I Steel). Today, Rocky
Mountain Steel is again a healthy and
significant contributor to the city’s
economy. The new company has made
significant investments in the mill, and
employment has grown from a low of
603 employees in the fourth quarter of
1999 to just under 900 workers as of
March 2006.

Pueblo looks to the future with
confidence. Regardless of any econom-
ic challenges that may arise, Pueblo
knows that with the right planning,
action and partnerships, it will not
just survive, but thrive.

For more information, .
visit the City of Pueblo’s Web site at - \ =

http:/fwww pueblo.us/. The HARP attracts residents and tourists to play, and businesses to locate alongside.

1980

(1) Total Jobs 46,682
(2) Unemployment Rate (%) 10.3
(3) Population Growth 125,972

(4) Per Capita Income as % of U.S. average  86%

(5) Avge. Annual Wage (Current $) N/A

Annual Wage (Constant 2004 $) N/A
(6) Annual Housing Starts 283
(7) Building Permits (Total Value, $ mil.) $26.1
(8) Assessed Property Value (Curr. $ mil.)  $468.0
(9) Retail Sales - Pueblo (Curr. $ hil.) $14

Data Sources

Percent change,
1980-85
-4.1

19

-3.2
-10.5
N/A

N/A

6.4

114.9
-20
-14.3

1985

44,761
10.5
121,907
1%
$16,611
$28,630
301
$56.1
$458.6
$1.2

Percent change,
1985-05
432
-35.2
241

26

83.4

6.4
3010
316.2
130.9
1417

(1) Center for Business and Economic Forecasting for 1980, 1985; Colo. Dept. of Labor

(5) U.S. Bureau of Labor Statistics. Note: 1985 is actually 1986;

2005

64,089
6.8
151,322
79%
$30,463
$30,463
1,207
233.5
$1,058.9
$2.9

& Employment for 2005 2005 is actually 2003 (latest available)
(2) Ibid. (6) Pueblo Regional Building Department
(3) U.S. Bureau of the Census for 1980; Colo. Division of Local Government, (7) Ibid.

Demography Section for 1985; U.S. Census Bureau for 2005 estimate (8) Pueblo County Assessor’s Office, Abstract of Assessment
(4) U.S. Bureau of Economic Analysis. Note: 2005 is actually 2003 (latest available) (9) Colo. Department of Revenue
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North Dakota State University Research &

Technology Park

For more than 100 years, acres of agricul-

tural test plots surrounding the North
Dakota State University campus in Fargo were a common sight. As a
land-grant institution, NDSU has a strong heritage based in agricul-

tural research. But by the 1980s,
the institution and the state it
serves faced obstacles. A farm
economy crisis forced many
farmers out of business, affecting
families, farmers, Main streets
and state institutions. Everyone
wondered: Just where did the
state’s economic future lie?

Stemming the out-migration of young people from North
Dakota, creating good-paying jobs and boosting per capita
income were just some of the challenges facing the state’s
leaders. It took several catalysts and a team dedicated to
measured change to develop long-term solutions.

Evaluating assets and forging partnerships

The state’s assets included an extensive higher education
system and two major research universities, as well as a
favorable tax and regulatory climate for business. State lead-
ers established a Higher Education Roundtable in 1999 to
examine North Dakota’s university system and make recom-
mendations to improve its role in education, research and
economic development.

The 60-member advisory group included members of
business and industry, state lawmakers, higher education
board members, college presidents, faculty, and representa-
tives from state government and American Indian tribes. The
group’s report pointed out that without action, the state
would continue losing population, particularly young people
in their prime career years. The state Legislature and Board
of Higher Education listened to the suggestions and adopted
a doctrine of flexibility and accountability that gave campus-
es such as NDSU the opportunity to pursue new initiatives
while demanding measurable results.
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NDSU’s Center for Nanoscale Science & Engineering, part
of the university’s research and technology park, includes
“clean rooms” for development of electronic sensors and
microchips for business, industry and government applica-
tions.

Catalysts and convergence

When Dr. Joseph A. Chapman arrived as president of NDSU
in 1999, research expenditures were $44 million, student
enrollment was 9,700 and 150 doctoral students were on
campus. “My first impressions of NDSU were that this was a
tremendous university but that it did not have the academic
and research portfolios of our land-grant peers,” said
Chapman.

NDSU did, however, have expertise in a number of grow-
ing technology fields. An early feasibility study on the viabili-
ty of a research park at NDSU focused on four regional
industry clusters that were showing rapid growth: bio-
sciences, advanced manufacturing, materials science and
information technology. The study also noted that there was
virtually no competition from other economic development
organizations in the region. Chapman championed the
Research & Technology Park concept as a place where uni-
versity researchers and private industry could combine their



talents to develop new technologies, methods and systems.
The state’s Board of Higher Education approved the idea and
groundbreaking for the park took place in May 2000.

Chapman’s early decision to pursue rapid development of
a technology park coincided with his challenge to faculty,
staff and students to move the entire university to the next
level by increasing research activity, enrollment and doctoral
programs, as well as moving NDSU athletics to NCAA
Division 1. Faculty and staff saw the challenge — increasing
annual research expenditures to more than $100 million,
boosting enrollment to more than 12,000 students and
increasing doctoral student enrollment to more than 500 in
six years — as opportunity.

Barry Batcheller, a North Dakota entrepreneur who start-
ed an electronics manufacturing company later sold to
equipment manufacturer John Deere & Company, was ini-
tially skeptical that the tech park could be accomplished.
Batcheller, an NDSU graduate (and now a member of the
NDSU Research & Technology Park board), told President
Chapman, “If you can lay the foundation to get it done, I'll
build a building.” Phoenix International, at the time headed
by Batcheller, became the Park’s cornerstone tenant.

Partners in growth

The rapid early success of the NDSU Research & Technology
Park has depended upon bipartisan and nonpartisan work
by leaders who understand what is at stake for North
Dakota’s economic future. Fortunately, that includes the
state’s Republican governor and its Democratic congressional
delegation.

As options were discussed at the state level, North Dakota’s
congressional delegation — including Senator Byron Dorgan,
Senator Kent Conrad and Representative Earl Pomeroy —
sought additional opportunities to spur development. Senator
Dorgan worked with government entities and businesses to
create the Red River Valley Research Corridor in 2002, with
the goal of attracting new companies and high-paying jobs to
the state by maximizing the world-class research underway at
the state’s universities. More than $300 million has been
secured for Research Corridor development.

In addition, Senator Dorgan’s annual Upper Great Plains
Technology Conference and Action Summits bring in tech
heavyweights such as CEOs from satellite radio, medical
technology corporations, telecommunication companies,
Silicon Valley companies and others to see what the state has
to offer. Senator Dorgan also initiated an introduction
between NDSU and Alien Technology of Morgan Hill, Calif.,
a leading manufacturer of radio frequency identification
(RFID) tags.

Governor John Hoeven, previously a banking executive
who participated in the Higher Education Roundtable, also
pushed to develop programs to spur the state’s economy from
one based solely on agriculture, energy and tourism to a more
diverse mix that includes technology-based businesses.

1. PHOENIX INTERNATIONAL

2. RESEARCH |

3. CNSE

4. ALIEN TECHNOLOGY - PHASE |
5. AUEN TECHNOLOGY - PHASE il
6. NDSU INCUBATOR BUILDING
7. UNIVERSITY HOTEL A
. FUTURE EXPANSION N

In six years, the NDSU Research and Technology Park has
evolved from agricultural acres to six buildings in which
high-tech research and manufacturing occurs.

During the 2003 legislative session, the North Dakota
Legislature, acting on Governor Hoeven’s proposal, created
“Centers of Excellence” within North Dakota’s university sys-
tem. The Centers of Excellence initiative provides up to $50
million for research and commercialization of new products
and services that will create higher-paying jobs and new
business opportunities. Dollars leveraged with private and
federal matching funds are helping make the state’s campus-
es active partners in building North Dakota’s economy.

The NDSU Research & Technology Park project was
declared a Center of Excellence and was awarded a $1.25
million grant to develop a technology incubator, the NDSU
Center for Technology Enterprise. More than $6.9 million in
state, private and federal funds have been secured to develop
the incubator, including $3 million from local governments
and businesses in the region and $1.75 million from the U.S.
Economic Development Administration for construction.
(NDSU also has received $7 million in Centers of Excellence
funding for projects in advanced electronics, polymers, coat-
ings and agriculture biotechnology. Earlier awards included a
Center of Excellence in Beef Systems and a Center for
Genetic Research.)

To accomplish its goals, NDSU Research & Technology
Park leaders collaborated with the chamber of commerce
and local, regional and state economic development groups.
In a state where business leaders can call elected office hold-
ers and talk with them directly, such communication fosters
collaboration.
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Researchers in coatings and polymeric materials
conduct hundreds of experiments simultaneously in
the NDSU Combinatorial Materials Research Lab at
the Center for Nanoscale Science & Engineering.

The company we keep

In six years, the NDSU Research & Technology Park evolved
from agricultural acres to six buildings in which high-tech
research and manufacturing occurs. It includes the following
facilities:

* Research 1: Completed in 2001, this 40,000-square-foot
building houses NDSU’s Department of Coatings and
Polymeric Materials, which is one of only six programs in
the U.S. that specializes in plastics, paint and coatings
research. It also holds 13 laboratories and houses the
NDSU Research Foundation and Office of Technology
Transfer, which works to transfer university technologies
to the market. In addition, a Product Design &
Commercialization Center facilitates commercialization of
technology and intellectual property developed at NDSU.

*  Research 2: Completed in 2004, Research 2 (76,000
square feet) includes the NDSU Center for Nanoscale
Science and Engineering (CNSE), three “Class 10,000”
clean rooms and three “Class 100 clean rooms to main-
tain a dust-free environment when developing electronic
sensors and chips for business, industry and government
applications. In partnership with Tessera Technologies,
Inc. of San Jose, Calif,, it includes surface-mount tech-
nology and chip-scale packaging lines where prototypes
of electronics can be manufactured. Research 2 also con-
tains a unique combinatorial science lab where coatings
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and polymeric materials researchers conduct hundreds
of experiments simultaneously, reducing discovery time
from months to days.

*  Phoenix International Corporation: Phoenix develops
highly ruggedized electronics and systems as a division of
John Deere Corporation, with 75,000 square feet for its
New Product Introduction Center.

»  Alien Technology: The Morgan Hill, Calif., company
constructed a 50,000-square-foot research center and
manufacturing facility, capable of producing billions of
RFID tags annually.

* Center for Technology Enterprise: This is a 50,000-
square-foot business incubator under construction to
enhance the success of technology start-ups. Four compa-
nies currently in other NDSU buildings will relocate to the
center that is anchored by Bobcat Company, a division of
Ingersoll-Rand, which is locating an R&D facility in the
NDSU Park. Appareo Systems and Pedigree Technologies
are two recent start-up companies that will also be housed
in the new incubator.

* Candlewood Suites: A 72-suite hotel serves as a real-
world learning environment for NDSU hospitality and
tourism management program students.

Leadership that encourages entrepreneurship

The NDSU Park was incorporated with the goal of achieving
maximum flexibility with an entrepreneurial spirit and
acceptance of risk. In recognition that this type of initiative
requires significant investment, patience and community
support, the NDSU Research & Technology Park board of
directors includes an eclectic mix of representatives from
industry, regional banking institutions, education, law, man-
ufacturing and biotechnology. Another 14-member advisory
committee with a broad range of expertise oversees the
NDSU Center for Technology Enterprise, the business incu-
bator under construction.

Beyond leadership, quarterly “5:01 Entrepreneur Society”
meetings provide an opportunity for investors, entrepreneurs,
students and faculty to exchange ideas. In addition, a local
entrepreneur annually donates $2,000 each for scholarships to
five incoming freshman at NDSU to support students’ entre-
preneurial pursuits. (Those same students continue to receive
a $2,000 scholarships each year if they maintain a certain aca-
demic standing.)

Additional goals

Among the NDSU Research & Technology Park’s goals,
besides creating jobs, are increasing incomes and attracting
North Dakota natives back to the state. Figures from the U.S.
Census Bureau show out-migration is down slightly from the
1990s, but continues to be a major concern. Good job
opportunities are the key: NDSU’s Center for Nanoscale
Science & Engineering includes native North Dakota engi-
neers and technicians with more than 150 years of combined
industry experience with companies such as Intel, Micron,
Motorola, Honeywell, Imation, Texas Instruments,
Hutchinson Technologies, Rockwell Collins and Lucent. And



incomes are improving: North Dakota’s 6.4 percent growth
in personal income was the second highest in the nation in
2005, due to a variety of factors. Average wages in the state
grew 17.4 percent from 2000 to 2004, although still lag the
national average.

The Research & Technology Park also works with the
state’s Commerce Department officials as they seek econom-
ic development opportunities. Continually sharing informa-
tion and successes with the community, its leaders and larger
audiences is crucial to the park’s success. The Park, NDSU
and Fargo have been mentioned in publications such as
Wired magazine, Financial Times, USA Today, National
Public Radio and others.

Measurahle results

During the first five years of existence, $75 million has been
invested in facilities and equipment at the NDSU Research &
Technology Park. According to a study by Dr. Larry Leistritz,
professor of agribusiness and applied economics at NDSU,
the total economic impact of construction at the park is esti-
mated at $81.9 million. And of the $100 million annual
research budget at NDSU, $78.4 million is spent within the
state; another $234.9 million is generated in direct or sec-
ondary impacts.

NDSU is currently classified as a university with “high
research activity” under the Carnegie classification system.
NDSU’s specialty areas include visual neuroscience, spin-
tronics, sensor technology, protease research, pharmaceutical
sciences, nanotechnology, microelectronics, life sciences,
engineering, coatings and polymeric materials, as well as
agriculture. Expertise includes specialty coatings for planes,
ships, medical devices, statues and artwork. An active licens-
ing program for intellectual property brings $1 million in
royalties to NDSU annually.

The National Science Foundation ranks NDSU number
57 among the top 100 U.S. research universities and colleges

Sunflower fields to
tech park

The process:

= Engage leaders in vision & develop strategy
= Approach alumni

= Assess assets and evaluate opportunities

= Eliminate barriers

= Forge partnerships

= Seek cross-section of funding mechanisms
= Place right people in right positions at right time
= Engage leaders in program development

= Evangelize successes

= Measure results
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Assistant U.S. Secretary of Economic Development Sandy Baruah,
pictured second from left, receives a plaque from North Dakota

Governor John Hoeven noting EDA’s $1.75 million grant

to fund

construction of NDSU’s Center for Technology Enterprise. Pictured

left to right: NDSU President Joseph A. Chapman, EDA

Assistant

Secretary Baruah, Gov. John Hoeven, Research & Technology Park
Executive Director Tony Grindberg and Dr. Philip Boudjouk, NDSU

Vice President for Research.

for federally financed research expenditures for physical sci-
ences. In science and engineering fields, NDSU ranks eighty-
fifth in total research expenditures at U.S. public colleges and
universities. The university also has been named one of the
best places to work in 2006 for individuals pursuing postdoc-
toral positions, according to The Scientist magazine, which
places NDSU in the top 35 research institutions in North
America.

“The dynamic mix of faculty and students are key to the
success of NDSU’s Research & Technology Park,” says Philip
Boudjouk, PhD, vice president for research, creative activites
and technology transfer at NDSU. The Park’s success is
aligned with NDSU’s core competencies. As those areas
expand, they contribute to the Park’s growth. “It’s not neces-
sarily a smooth ride,” Boudjouk points out. “But we’re in the
mix. Our challenge is to stay on that pony.”

NDSU’s growth also fuels research park success. The uni-
versity has met its goals of growing student enrollment from
9,700 to more than 12,000; increasing annual research
expenditures from $44 million to more than $100 million;
and growing the number of doctoral students from 150 to
more than 500.

NDSU, North Dakota leaders, its university system and
economic development officials have made strides to diversify
the state’s economy. What was once 55 acres of sunflower field
test plots on the northwest edge of campus is now the NDSU
Research & Technology Park, where 400 people come to work
daily. Another 200 jobs are expected to be created over the
next year. Since its groundbreaking in 2001, both educational
and business leaders have been excited about the possibilities
for collaboration that the park presents.

For more information about the NDSU Research ¢ Technology
Park, visit the Web at http://www.ndsuresearchpark.com/.
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President and
CEO, Catalyst
Connection

Catalyst Bonnection:

Yielding Positive Results

in Southwestern Pennsylvania

Business retention and expansion are the cornerstones
of effective economic development. Yet in most com-

munities, they are activities that
typically get more lip service than
results-oriented action; business
attraction remains king.

Likewise is the importance of partnering. Everyone talks
about it, but far fewer are committed to doing it effectively.
Partnering to enhance the competitiveness of companies in
southwestern Pennsylvania is precisely the mission of
Pittsburgh-based Catalyst Connection, a Pennsylvania
Industrial Resource Center and National Institute of
Standards and Technology Manufacturing Extension
Partnership network affiliate.

Since its founding in 1988, more than 1,100 small- and
medium-sized manufacturing companies across 13 counties
in southwestern Pennsylvania have relied on Catalyst
Connection to help grow their businesses and improve pro-
ductivity. In 2005, Catalyst Connection helped 154 south-
western Pennsylvania manufacturers advance their compa-
nies through market growth, financial assistance, productivi-
ty improvement and workforce development services, con-
tributing to more than $47 million in sales growth for those
clients in one year alone.

While these companies represent a diverse array of indus-
try sectors, each has found Catalyst Connection to be both a
highly effective partner in supporting their companies’
growth and an exceptionally cost-effective resource. The
average return on investment reported by Catalyst
Connection’s clients was $600,000.

In addition to the direct business assistance that Catalyst
Connection provides its clients, it also is committed to ensur-
ing that southwestern Pennsylvania continues to develop,
attract and retain a workforce that helps build strong indus-
tries. To that end, Catalyst Connection works in close collabo-
ration with its affiliate, the Pittsburgh Technology Council,
and is engaged in a wide variety of education initiatives in pri-
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mary and secondary schools, as well as colleges, universities
and technical schools throughout the region. Catalyst
Connection also works closely with its clients to identify and
deliver an array of training programs that help incumbent
workers hone their skills and job performance.

Partnering for productivity and enhanced profitability
comes in other forms as well. At the state and regional level,
Catalyst Connection works with other nonprofit economic
development groups to help them achieve their missions.
Catalyst also collaborates with other Industrial Resource
Centers throughout Pennsylvania on valuable research
detailing marketplace needs, documenting and disseminating
best practices, standardizing and developing new service
offerings and leveraging the capabilities of each center.



Documented impact

Each year, the U.S. Department of Commerce National
Institute of Standards and Technology (NIST) evaluates the
impact that Manufacturing Extension Partnership (MEP)
Centers have on the clients they serve. This assessment docu-
mented the following impact of Catalyst Connection’s work
during 2005:

Sales Increased $ 47,600,000
Sales Retained $153,975,000
Cost Savings $7629,300
Investments Made

Plant & Equipment $ 18,815,500

Information Systems $ 1,216,500

Workforce Practices $ 1,068,350
Other $ 2,438,000
Unnecessary Investments Avoided $ 3,531,600
Jobs Created 246
Jobs Retained 89

Important as these statistics are, they are only part of the
picture. Catalyst’s achievements can best be understood by
sharing individual client success stories in which Catalyst
helped companies enhance their businesses on all dimen-
sions, top- through bottom-line.

Engaging employees as partners in profitability: Miller
Centrifugal Casting Company

Miller Centrifugal Casting Company (MCC), in Cecil, Penn.,
specializes in designing, casting and finishing high-grade,
centrifugally cast ferrous and nonferrous products. For more

than 40 years, MCC has served a variety of industries, includ-

ing those involved in power transmission equipment, eleva-
tors, commercial and military aircraft, and marine and naval
vessels.

MCC, once a thriving family-owned business, was sold to
a corporation that subsequently entered Chapter 11 bank-
ruptcy. One of the consequences of the bankruptcy for MCC
was a lack of ongoing investment in plant, equipment and

personnel by its parent company.

In 2002, two private investment companies, Birchmere
Capital and Wilder-Deem, bought MCC through a bankrupt-
cy auction, brought in new senior management to restore the
company to profitability and began investing in MCC’s rede-
velopment. Since then, Catalyst Connection assisted MCC
with two initiatives that contributed significantly to the com-
pany’s turnaround: leadership training and the introduction
of lean manufacturing methods.

After MCC sent its management team to a leadership
course conducted by Catalyst, MCC management continued
to work with Catalyst to introduce new performance apprais-
al and gainsharing programs. MCC understood the critical
role that good communication would play in motivating its
employees and in getting the new pay-for-performance sys-
tem accepted, and Catalyst provided training to support that
process.

Along with the investments made in leadership training,
the new owners also invested in new machinery, equipment
and operational improvements. MCC engaged Catalyst
Connection to train its workforce in lean manufacturing and
work with the company’s teams to support the implementa-
tion of those techniques throughout the company.

“Change is the most difficult thing that people have to
deal with,” observed Ian Sadler, president of MCC. That was
certainly true for MCC’s workforce. “But change was critical
to the company’s survival. We face global competition, and
without the measures that we’ve introduced, we would have
been unable to become a successful world-class player.”

MCC and its employees are beginning to see tangible
results from their efforts. Manufacturing productivity across
several measures improved significantly and the company’s
backlog of orders is at an all-time high — not just domestical-
ly, but also from export business.

“We believe we can now compete with anybody in the
world on a level playing field. We’re actively hiring. We’re
experiencing growth in sales. Our revenue this year will be
up about 30 percent over last year,” Sadler noted.
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Catalyst Connection worked with Miller Gentrifugal Casting Company
on leadership training and the introduction of lean manufacturing
methods, assisting with the company’s turnaround.

In 2005, productivity, quality and safety improvements
enabled MCC to reward its employees by paying out
$48,000+ in gainsharing — a yearly average of $1,000 paid
per employee — demonstrating to MCC’s workforce the
benefit of embracing change and keeping motivation high.

Transforming suppliers into partners in productivity:
Respironics, Inc.

Respironics, Inc., in Murrysville, Penn., is a leading develop-
er, manufacturer and distributor of products and programs
that serve the global sleep and respiratory markets. Res-
pironics markets its products in more than 125 countries
and employs 4,100 associates worldwide.

“We believe strongly in the value of strategic supplier
relationships,” emphasizes David Butler, Respironics’
Director of Global Sourcing. “We invest a lot of our time and
resources in building those relationships. One of the ways in
which we do that is through supplier development. We work
with our suppliers to improve their efforts in productivity,
quality, cost and safety.”

When Respironics needed to address improvements with
some of its local suppliers, it chose Catalyst Connection for
its expertise in lean manufacturing, specifically 5S, value
stream mapping and team problem-solving, according to
Butler.

Catalyst Connection worked on-site at two of Respiron-
ics’ local suppliers, conducting training and facilitating the
implementation of lean manufacturing methods that would
improve product cycle times, facility layout and organiza-
tion.

In one project, Catalyst Connection helped the supplier
open 2,500 square feet of floor space, and reduce machine
setup times by approximately 50 percent and machine
downtime to less than five percent of available hours. At the
same time, process yield improved by 10 percent.
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In the other project, the supplier was able to reduce prod-
uct lead-time from 36 to 19 days and its manufacturing lot
size from 500 to 300 pieces. This improvement is vital to
Respironics because the company does not hold a lot of
inventory and, in some cases, expects suppliers to be able to
deliver on a daily basis. This project also opened approxi-
mately 2,300 square feet of floor space and reduced work-in-
process inventory by 35 percent.

Butler believes Catalyst’s work will help position the
suppliers to serve Respironics’ long-term growth require-
ments. With Respironics’ recent growth of 20 percent per
year, that’s key.

Selecting the technology partner that best facilitates
growth: Solid State Measurements, Inc.

Founded in 1970 to commercialize technology developed at
Westinghouse Research Center, Pittsburgh-based Solid State
Measurements, Inc. (SSM) is an industry leader in the design
and manufacture of equipment for semiconductor materials
characterization and process control. The past 10 years saw
SSM grow at a rate in excess of industry averages, with a cus-
tomer base that includes all the major manufacturers of
semiconductor materials worldwide.

Because their complex products involve thousands of
electronic and mechanical components, SSM was an early
adopter of manufacturing resource planning (MRP) and
enterprise resource planning (ERP) for integrated manage-
ment of its business. In 2005, recognizing that its ERP system
had become obsolete, SSM turned to Catalyst Connection to
help evaluate and select a new system that would meet the
company’s current and future needs.

“We believe our business can’t be run without a good
ERP system, and can be severely damaged by choosing the
wrong ERP system,” said William J. Alexander, vice president
of SSM. “When we decided to replace our ERP system, we
recognized that we did not have the breadth of knowledge
in-house that we needed to evaluate the major offerings in
the marketplace.” Through a formal and rigorous process,
Catalyst Connection was able to help SSM evaluate its
options and find the best fit.

Producing positive change

Engaging employees, suppliers, technology vendors and con-
sultants to partner for results is helping individual businesses
flourish and fostering economic growth in southwestern
Pennsylvania. Catalyst Connection is proud to be part of
building a strong, vibrant and resilient regional economy.

For more information, contact Steven Zylstra, president and
CEO, at szylstra@catalystconnection.org or Petra Mitchell, vice
president, operations, at pmitchell@catalystconnection.org; call
412.687.0200 or toll free 1.888.887.7472; or visit the Web site
at www.catalystconnection.org.
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St. Patrick Benter
Programs Build Permanent,
Positive Change

Working with homeless and impoverished populations

anif Executive Officer. 0 provide opportunities for success, independence and
St. Patrick Center . g . . . . o

financial stability requires innovation. As Missouri’s
largest provider of homeless
services, St. Patrick Center
sees innovation as part of its
ongoing formula for success.

Since 1983, St. Patrick Center has served nearly 100,000
impoverished and homeless people in the St. Louis met-
ropolitan area. In 1991, President George H.-W Bush
designated St. Patrick Center as Point 545 in the 1,000
Points of Light.

Through programs including innovative outreach,
mental health and substance abuse treatment, health
care, education, employment and housing, people of
any faith and background can find a new start. The
agency’s Five-Year Strategic Plan (for fiscal years 2007-
2011) calls for a more proactive approach in including
its clients in the St. Louis economy.

St. Louis’s diversified economy

During most of the 20th century, St. Louis was a major
part of the national manufacturing economy. Today,
local manufacturers who produce goods ranging from
trucks and aircraft to beer and pharmaceuticals are still
a vital part of the region’s economy. But that economy is
more diverse than in the past, as St. Louis develops an
economic base that is tied to sophisticated service and
research industries.

The city’s employment is broad-based and diverse.
The share of the region’s workers employed in manufac-
turing, 11 percent, is almost exactly the same as the U.S.

average. That femains true for most of t}}f’f major indus- St. Patrick Center, located in downtown St. Louis, helps more
trial classifications, such as transport, utilities, finance than 8,000 individuals annually with mental health, employment
and construction. No more than 20 percent of the and housing programs.

region’s employment is concentrated in any one sector
of the economy.
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McMurphy’s Grill gives St. Patrick Center clients
the opportunity to learn food-industry skills while
serving lunch to the public.

This diversity keeps the region’s economy relatively stable
and helps St. Louis weather the vagaries of business cycles
and long-term structural changes in the U.S. economy. The
most recent national recession and recovery are a valid
example: Between March 2001 and March 2004, employ-
ment in St. Louis declined by 1.2 percent — a slightly larger
decline than the United States experienced as a whole, but a
smaller decline than experienced by Kansas City (-2.6 per-
cent), Chicago (-4.8 percent), Boston (-7.4 percent), or San
Francisco (-9.1 percent).

According to the U.S. Department of Labor, 37,500 jobs
were created in Missouri from February 2005 to February
2006. Ranking high on lists of the most competitive loca-
tions to do business, St. Louis stands poised to advance on
this economic good news. Low cost of living, wages that are
higher than the national average, impressive educational
resources and a diverse economy are all positive factors con-
tributing to economic growth in St. Louis.

Innovation meets entrepreneurship: Project BEGIN

St. Patrick Center is working on an innovative program to
capitalize on St. Louis’s steady economic growth. This con-
cept, as part of the vision of St. Patrick Center to combat
chronic homelessness through employment, is Project
BEGIN (Businesses, Employment, Growth, Incomes, and
Neighborhoods).

Project BEGIN calls for the creation of a small business
incubator and trades training center as part of the programs
offered at the agency. It is anticipated that this model, which
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pairs St. Patrick Center with Ranken Technical College, will
enhance the local economy by creating opportunity for the
disenfranchised and training the currently unemployable to
become permanently employed. This small business incuba-
tor will be housed alongside St. Patrick Center and its part-
ner agencies at its headquarters, the Partnership Center.

The brainchild for this program came in response to
numerous interviews with local union leaders and construc-
tion business owners who stated that they cannot find enough
“laborer” employees with the basic job knowledge and skills
necessary to carry out the work that is below the journeymen
in their respective trades. Downtown St. Louis is currently
experiencing a residential boom, and many estimate that over
2,000 new construction jobs will be created in the next three
to five years to handle this redevelopment surge.

As a part of Project BEGIN, the trades training center
will create introductory trades programs to give low-income
homeless individuals and ex-offenders the necessary skills to
attain entry-level construction and automotive jobs. These
10- to 12-week courses will include instruction on carpentry,
plumbing, drywall, interior painting and light automotive
repair training, with the goal of moving 200 unemployed
and underemployed individuals annually into better-paying,
high-demand jobs in local unions and specialized automo-
tive shops.

The average salary range for these types of positions is
from $10 to $13 an hour. Assuming that the trades training
center moves 150 individuals per year into full-time employ-
ment and another 50 into seasonal, part-time positions, the
center will create over $3.2 million annually in new, taxable
income.

The small business incubator will allow start-up and
small companies to operate with little or no overhead cost.
With commercial rents escalating in St. Louis’s downtown
area, the low-rent, centrally located facility (also housed at
the Partnership Center) would have incredible appeal to new
and small businesses.

In addition to affordable rent and location, each compa-
ny will have a built-in incentive for hiring and promoting
clients of St. Patrick Center, through an in-house employ-
ment services department (St. Patrick Center Employment)
that can provide a steady pool of candidates.

With a projected seven to 10 small businesses housed in
the small business incubator, this new development has the
potential of creating between 35 and 50 full-time jobs for
currently unemployed and underemployed individuals. At an
estimate of 43 workers earning an average of $21,000 per
year, this would generate nearly $1 million annually of tax-
able earnings, in addition to removing these individuals
from the rolls of taxpayer programs such as welfare, TANF
and Section 8.

The long-term impact of Project BEGIN is potentially
far-reaching. The trades training center will prepare home-
less and impoverished individuals for higher-wage, higher-
skill jobs, moving them from tax burden to taxpayer and



lowering area unemployment rates. The cost of prison
recidivism for our criminal justice system would be offset by
successful reentry into society by ex-offenders. And the eco-
nomic impact of the small business incubator and the trades
training center may amount to as much as $4.2 million of
new, taxable annual income for the St. Louis area.

St. Patrick Center: A model of success

In the 23-year history of St. Patrick Center, a program has
never been discontinued for lack of funding or personnel.
During that time, the agency has created a range of innova-
tive and successful programs.

In 1983, the Missouri Department of Mental Health and St.
Patrick Center launched the Shamrock Club Day Program,
the nation’s first day treatment program for homeless and
mentally ill individuals.

The Shamrock Club program helps members address
their needs for education, job readiness skills, job training,
employment, living skills and housing. Partnering agencies
located within the Partnership Center also provide legal,
medical, dental, chiropractic and housing services.

Initiated in 1990, McMurphy’s Grill was the first restaurant-
training program for mentally ill homeless clients in the
nation. Located in the heart of downtown St. Louis,
McMurphy’s Grill gives St. Patrick Center clients the oppor-
tunity to learn food-industry skills while serving lunch to the
public.

The St. Louis community has embraced McMurphy’s Grill
wholeheartedly. St. Patrick Center’s Celebrity Host Program
exemplifies this excitement: Every Wednesday, distinguished
St. Louis business and civic leaders, sports heroes and note-
worthy entertainers volunteer to greet customers and pro-
mote awareness of this one-of-a kind training program.

In the last fiscal year, 68 people received training at
McMurphy’s Grill and 34 of those individuals were placed in
full-time jobs. As clients hone valuable food-service skills,
they also develop important work habits such as proper
grooming and punctuality, and meet with counselors to
work on housing needs, substance abuse problems and men-
tal-health issues.

The continual increase in the volume of services provided by
St. Patrick Center has required the development of accounta-
bility systems and procedures. The Client Tracking System
(CTS) has been the “central nervous system” for St. Patrick
Center staff.

On a client’s first visit to the Partnership Center, an intake
counselor performs a comprehensive assessment of the client’s
needs, capturing vital information regarding sources of
income, level of education, number of children, medical
issues, current address or location of where they are staying,
and duration of their homelessness. The CTS is the first tool
of its kind in its ability to then identify client needs, track
client progress in areas of employment, housing and mental
health, and monitor the quality of staff follow-up support and
program outcomes.

In 1997, the Sverdrup Corporation donated a five-story,
100,000-square-foot building in downtown St. Louis to St.
Patrick Center. Three years later, the St. Patrick Partnership
Center opened with the goal of creating a one-stop caring
center for homeless individuals.

Today, the Partnership Center houses 10 partner agencies
and 22 programs as part of one-of-a-kind joint venture to
combat chronic homelessness. The latest renovations to the
Partnership Center include a revamped healthcare wing to
address clients’ medical, dental and pediatric needs, and a
newly renovated housing department area which will serve
as the center of a renewed commitment to providing perma-
nent, supportive housing for St. Patrick Center clients.

Innovation through partnership:
The future of St. Patrick Center

St. Patrick Center’s mission is to provide opportunities for
self-sufficiency and dignity to persons who are homeless or
at risk of becoming homeless, to effect permanent, positive
change in their lives. Employment programs such as Project
BEGIN are a key part of providing these opportunities to St.
Louis residents searching for a second chance.

For more information on St. Patrick Center and its programs,
contact (314) 802-0700 or visit the St. Patrick Center Web site
at http://www.stpatrickcenter.org.
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Extreme Economic Makeover,

Rural Edition: Yuba-Sutter EDC

The northern California counties of Sutter and Yuba

for years have faced challenges typical of other rural

areas — but have taken
additional hits from both
Mother Nature and the
media.

The Yuba-Sutter region, 1,250 square miles in size
with a population of 150,000, has long suffered
from double-digit unemployment rates (consis-
tently one of the top ten highest rates in the
nation) and low incomes (the incomes of 80 per-
cent of the population are below the state medi-
an). This is due partly to the seasonal nature of
our agricultural economic base. But in addition,
multiple natural disasters have occurred over a
20-year period: Two major floods (one in 1986
and another in 1997) and nine wildfires have
forced community efforts to focus on ‘putting back together,
rather than growing the economy.

Adding insult to injury, Rand McNally and Money maga-
zine named the region the worst place to live in the nation,
not once, but twice. This label did not help the community’s
morale, but it did spur a committed, results-driven economic
development program to sustain, diversify and grow the
economy.

The community response

Although there had been several previous community-based
economic development efforts over the years, these attempts
failed to gain traction for a variety of reasons: the lack of
either public or private-sector support; weak financial
resources; no strong business model; or lack of experienced
staff. But in 1994, efforts restarted in earnest with the forma-
tion of the Yuba-Sutter Economic Development Corporation
(YSEDC), a partnership comprising local and state elected
officials coupled with private-sector stakeholders from key
businesses and industries.

Like so many organizations, YSEDC’s early progress was
slowed by a variety of growing pains, besides having to
respond to natural disasters. Thus its efforts did not excel
until late 1999 with the formulation of a new economic
development strategy, “Blueprint for Success,” along with the
introduction of new management. Together, YSEDC’s board

% % % 18 Economic Development America SUMMER 2006

Members of the Yuba-Sutter community welcome the Global Hawk
unmanned aircraft - and new autonomous technology workers - to
the region.

and staff, along with the region’s businesses and residents,
embarked on an effort that has made us the “little rural
region that could” achieve economic development success.

The strategy

YSEDC’s strategy included new mission and vision state-
ments, goals and objectives and corresponding budget
requirements. The strategy was completed in less than 90
days through a series of community outreach meetings in
which residents and businesses were asked to help identify
the region’s strengths, weaknesses, opportunities and threats
through a series of exercises. This information helped identi-
fy new programs, projects and services that would catalyze
market-driven efforts to attract business, create jobs and
enhance the tax base in an environmentally friendly way.

The strategy then was formulated and presented to the
public in a major community presentation and broadcast on
the local cable network. From this presentation came further
community input, yielding subsequent refinements and a
completed strategy. The region’s stakeholders affirmed
“Blueprint for Success” and implementation began shortly
thereafter.

The strategy embraced innovative, entrepreneurial activi-



ties that also were effective and efficient in their deployment.
For example, to immediately mobilize the community,
YSEDC initiated a program it named “Operation Landlord”
YSEDC brought together an estimated 1,400 owners of com-
mercial and industrial properties in the region to express the
intent of the economic strategy and to get the owners’ buy-
in. YSEDC promised to provide regular updates on changes
in the economy and to help owners market their properties,
while the owners, in turn, would help market the region as a
great place to do business. This program helped mobilize
1,400 economic development ambassadors for the region at
no cost, and continues today as a major component of the
region’s economic progress.

Another early strategy responded to a key issue uncov-
ered during the formulation of “Blueprint”: The region
lacked both industrial-zoned property and spec building
space for the kind of development that would create pri-
mary-wage jobs for the region. In response, YSEDC initiated
“Yuba-Sutter Uplift,” a program to spur the private develop-
ment of 100,000 square feet of retail, office or industrial
buildings annually in the region. Working with local proper-
ty owners and then builders, developers and bankers from
northern California, this benchmark has been achieved four
times in the five years since its inception. The strategy has
proven to be a key element of the region’s success in business
retention, expansion and recruitment.

Gaining momentum

YSEDC was having some early successes, but still needed to
reverse the public relations fiasco created by being named the
worst place to live in the nation. Hence it developed “Yuba-
Sutter Showcase,” an annual presentation that brings together
the city and county administrators from the region to present
business and development opportunities to an audience (com-
prising real estate brokers and agents, developers, builders, fin-
anciers, site location consultants, business owners, engineers,
land use planners, consultants and other development con-
tacts) in a short choreographed presentation.

First delivered in Sacramento and San Francisco, the
Showcase is expanding this year to San Jose and Los Angeles.
After four years, the Showcase has reached hundreds of par-
ticipants from the business and development communities in
California and Nevada and has yielded tremendous returns.
It has attracted a variety of businesses to the region, includ-
ing Sysco Distribution, Lowe’s Home Improvement, and
most recently three new banks.

Additionally, after attending a San Francisco Showcase,
Federal Reserve and U.S. Treasury representatives suggested
that YSEDC work with a New Markets Tax Credit provider
from southern California, Clearinghouse CDFI. This part-
nership has brought an innovative and very successful loan
program to the region.

YSEDC now has an extensive revolving loan fund pro-
gram that today loans more than $12 million annually to
support business growth. More than 100 businesses have
received loans, resulting in the creation of over 300 new jobs.

An “autonomous” future?

YSEDC sees even greater economic opportunities on the hori-
zon. One such opportunity is the impact from a new mission
— the Global Hawk, the new unmanned aircraft — at the local
military installation, Beale Air Force Base.

Autonomous robotics technology has a variety of com-
mercial applications that lends it to helping diversify and
sustain the local economy. For example, agriculture is one of
the key economic clusters of the region. Unmanned systems
could be used in commercial agriculture to reduce overhead
and improve productivity. This opportunity is just now
being understood, but as of December 2003, over 2,000 peo-
ple in and around the region were working in autonomous
technology.

In response to this, YSEDC has been working on an ini-
tiative to bring industry, academia and government together
to support and enhance California’s autonomous technology
community. The initiative includes the proposed California
Center for Autonomous Research and Technology (CAL-
CART). In addition to acting as an interpretive center to tell
the story of autonomous technology, this facility will serve as
California’s first autonomous technology industry park and
include a business incubator and science complex for tech-
nology transfer. By 2011, there could be as many as 10,000
workers in the field of autonomous technology in the Yuba-
Sutter region.

From “worst” to “best”

The results from YSEDC’s economic development efforts
have been staggering. Since 2000:

+  Unemployment has fallen nearly 10 percent, from a high
of 19.3 percent in March of 2000 to 9.8 percent in March
of 2006.

+  Private investment in the area has climbed to nearly $3
billion due to new commercial, industrial and housing
developments.

+  Nearly 5,000 jobs have been created and over 5,000 have
been retained.

+  Forbes magazine has recognized the region not once, but
twice, as one of the top ten best rural places to do busi-
ness in the nation.

Yuba-Sutter’s future looks bright, given the proactive pro-
grams, projects and services of YSEDC and its community’s
ability to overcome economic obstacles.

For further information, contact YSEDC at 530-751-8555,
ysedc@ysedc.org or on the Web at www.ysedc.org.
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ConnectKentucky:

Kentucky’s Technology Transformation

Prsident For the last 100 years, Kentucky’s economy was built on
and CEO, .
Conneat the backs of farmers, miners and factory workers.

e Economic development meant finding ways to improve farm vyields,

increase mining output and
provide lower-cost factory
production. However, in the 21st
century, economic development
has been redefined. No longer can
Kentucky depend on its economic
history to provide the economic
future we desire.

In recent decades, Kentucky consistently ranked low among
states in terms of technology availability and usage, as well as
the number of high-tech companies and jobs within our
borders. These disappointing statistics, combined with the
decline of traditional industry and agriculture, brought the
Commonwealth to an economic crossroads.

Kentucky has turned aggressively to technology to ensure
that its communities thrive in this new economic landscape.
From this commitment, ConnectKentucky, the state’s tech-
nology-based economic development alliance, was born.
ConnectKentucky is both an independent, nonprofit part-
nership and an alignment of public and private interests
unprecedented in the state, comprising leaders in private
industry, government and education.

These leaders work together to develop effective strategies
for technology deployment, use and literacy in Kentucky.
ConnectKentucky creates both the forum and the incentive
for interaction among a variety of entities that otherwise
would not unite behind common goals and a shared vision.
This level of teamwork is making Kentucky a better place for
business and a better place to live.

Prescription for Innovation

ConnectKentucky’s primary initiative, “Prescription for
Innovation,” is an intensive effort launched by Governor
Ernie Fletcher to achieve full broadband deployment by
2007, improve technology literacy and increase high-tech job
growth.
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With the strong support of Kentucky’s Congressional del-
egation, bipartisan support of state legislators, local engage-
ment and participation from businesses and academia,
ConnectKentucky has achieved remarkable success in the last
two years:

+  Broadband availability has grown by 36 percent, mean-
ing that an estimated 352,000 previously unserved
households in Kentucky can now access broadband.
Private sector investment in telecommunications infra-
structure has reached an unprecedented level.

+  Broadband adoption in Kentucky (the number of house-
holds subscribing to broadband service) has increased by
45 percent.

+  Home-computer ownership has grown by 17 percent.

+  More than 100 of Kentucky’s 120 counties are actively
engaged in ConnectKentucky’s local leadership commit-
tees to establish nine-sector plans for accelerating the use
of technology.

+  The rate of Kentucky’s high-tech job growth is outpacing
the national average.



Moving Kentucky forward

Effective economic development today requires unprecedent-
ed levels of collaboration among business leaders, local and
state government, education, healthcare, agriculture, tourism
and community leaders. For example, attracting business
means providing attractive communities for employees, with
access to the best in education and healthcare. It also means
providing prospective employers with a well-educated work-
force that can manage today’s technologically intensive
equipment and processes.

Acknowledging that technology is the key to successfully
addressing these needs and that broadband infrastructure is a
must, Prescription for Innovation was launched in October
of 2004. Today, more than 25 ConnectKentucky employees
are based in four regional offices across the state, hard at
work to ensure that every community can realize the promise
of technology expansion.

Prescription for Innovation focuses on four primary
goals:

+  Full broadband deployment by the end of 2007;

+  The formation of eCommunity Leadership Teams in
every county — local leaders who assemble to develop and
implement technology growth strategies for nine sectors:
local government, business and industry, education,
healthcare, agriculture, libraries, tourism, and communi-
ty-based organizations;

+  Dramatically improved use of computers and the
Internet by all Kentuckians; and

+ A meaningful online presence for all Kentucky commu-
nities, to improve citizen services and promote economic
development through e-government, virtual education
and online healthcare.

Realizing the challenge of implementing such an ambi-
tious economic development plan in all of Kentucky’s 120
counties, ConnectKentucky formulated a grassroots plan for
technology acceleration at the local level. Instead of taking a
top-down approach, the implementation of Prescription for
Innovation hinges on a sense of ownership and excitement in
each individual county.

Each county’s eCommunity Leadership Team includes
representatives from the nine sectors mentioned above. Each
team benchmarks and scores its community’s current use of
technology and sets two-year goals for improvement. After
much brainstorming and collaboration with local leaders,
ConnectKentucky then formulates a business plan to acceler-
ate technology among each of the community’s nine sectors.

Representing a national first, ConnectKentucky created
broadband service maps that illustrate current broadband
coverage — or lack thereof — across the state, by all types of
providers and technologies. The broadband inventory, which
is updated regularly, is then combined with data regarding
population density and number of households. The detailed
maps further develop a case for broadband deployment in
unserved areas. Numerous broadband providers use the
maps as a tool for extending existing service or for develop-
ing plans to offer new services.

Having broadband service available across the state is
expected to have a significant impact on the lives of
Kentuckians. It is estimated that full broadband deployment
will add 14,000 jobs in Kentucky and $5 billion to the gross
state product. In addition, the average wage of information
technology workers in Kentucky is 50 percent more than the
statewide average. Given these possibilities, communities
across the state tend to welcome ConnectKentucky with open
arms and aggressively establish eCommunity Leadership
Teams to lay the groundwork for their cities and counties.

Technology has a new home in Kentucky

Over the past two years, Kentucky has witnessed unprece-
dented growth in information-based jobs and opportunities
as the emphasis on technology and education expands. The
positive benefits are realized across the spectrum of the econ-
omy, from startups and small businesses to Kentucky’s largest
employers.

Entrepreneur Kamren Colson returned from a career in
Boston to locate a creative design firm in a former tobacco
field on his family’s Williamstown, Kentucky farm. This past
year, Colson’s firm was selected to design the souvenir pro-
grams and other promotional materials for the 76th Annual

Members of Kentucky’s Legislative Broadband Taskforce - including
legislative officials, service providers, and government agencies -
meet to discuss broadband expansion across the Commonwealth.
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Barriers to Broadband Access in Kentucky
Availability a key obstacle outside North Central Kentucky.

= The fifth annual LXeComvmn® survey finds 24% of adults

in Kentucky have broadband [ntemet access in their Figure1:  pnrernet Access at Home
own home and another 31% have dial-up access. The (Percent of Adult Residents)
remaining 45% of adult residents have no Internet Broad-
access at home.  (See figure 1.) band at
Amang the 45% of residents without Intemet access at Mo Home,
home... Internet 24%0
= 77% do not have a personal computer at home. Access
+ Just 34% have Internet access at becations putside at Home,
the home, mainly throwgh an employer (16%), a 45%
library (9%} or the home of a friend or famiy
member (9%). Dialup at
Home,
Cost or affordability is the leading reason Intemet users 31%

with dial-up connections at home do not subscribe to
broadband services.

Availability of broadband services is significantly more
likedy to be a barrier to ressdents outside of the North
Centralf Urban Triangle area (which includes the region
bounded Loutsville, Lexington and northem Kentucky
near Cincinnati).

+ Dial-up users in the North Central region are mare likely
to say they have no need or interest in obtaining
broadband, (See figure 2.)

There are often larger demographic differences between
residents with dial-up access at home and those without

Figure 2:  parriers Among Dialup Users
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Academy Awards in California. Colson has remarked that

Bowling Green, citing the availability
of technology and a tech-savvy
workforce as deciding factors for
locating there. In Ashland, the
EastPark business park was able to
attract a Cingular Wireless call center
with 1,100 jobs because of the digital
switching, fiber optic and copper
cable services available in the park.
And in Williamsburg, U.S. Repre-
sentative Hal Rogers recently
announced that Datatrac Infor-
mation Services, Inc. intends to open
a new facility, which will employ
more than 225 people. That’s a
major employment impact in an
eastern Kentucky city with a total
population of about 5,000 people.

Then there is the impact of tech-
nology on the youth that represent
Kentucky’s future. Like most people
his age, 17-year-old Jarad Fugate
loves to ride four-wheelers and play
video games. The Breathitt County
native sees possibility in his eastern
Kentucky community — enough so
that he eagerly contacted
ConnectKentucky’s East Region
project manager hoping to partici-
pate on the eCommunity Leadership
Team.

Fugate launched a successful Web
site design company, Viper
Communications, in 2004 after
noticing that most local business did
not have a Web presence. “I wanted
to help businesses get more business
and get a world presence,” Fugate
said. Fugate actually dug a ditch to
help extend broadband service to his
house, and now successfully operates
his business from home (after finish-
ing his homework, of course).

ConnectKentucky urges

with broadband and related technology, “the playing field
has been leveled and we can compete with companies every-
where, based on our skills and talents.”

In Horse Branch, Kentucky, entrepreneur Burl Morris,
president of HTI, Inc., turned to broadband to help his fami-
ly-owned business compete. Without broadband, Morris had
to send workers to the sites of his customers’ businesses to
fix problems with the electronic control systems his company
creates and installs. With broadband, those issues can be
resolved remotely, saving the company time and money.

In Louisville, UPS has announced a $1 billion expansion
while healthcare giant Humana recently created 1,100 jobs
and credited these jobs, in part, to the state’s priority on
technology growth. Magna International (dba Bowling
Green Metal Forming) has created 1,200 high-quality jobs in
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Kentuckians to dream big and plan for ways to compete —
and excel — in the knowledge-based economy. As
ConnectKentucky works across the state, we not only envi-
sion providing world-class technology for Kentucky’s citizens
and businesses, but that individuals and companies around
the globe will come to recognize Kentucky as a center for
technological and economic prosperity.

For more information about ConnectKentucky, visit
http://connectkentucky.org/.
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Tinley Park

Builds on 35-Year
Plan for Success

How does a metro Chicago
community of 57,000 achieve
national recognition for eco-
nomic development? The sub-

CEcD, Director of
Economic Development,
Village of Tinley Park

urb of Tinley Park, located 25 miles from Chicago’s downtown loop,
earned this honor through extraordinary leadership and sound plan-
ning. Tinley Park’s consistent approach to economic development
includes five key elements: planning for economic diversity; promot-
ing strong leadership; insisting on quality development; broadening
the tax base; and demanding financial accountability.

Settled in 1845 as a farming and railroad community, the
Village of Tinley Park today is one of the top 20 employment
centers in the metro Chicago region and a prime example of
diverse suburban economic development. In the early years,
the community’s business growth came primarily from inno-
vative egg production methods, manufacturing (washing
machines, butter churns, and Ironite waterproof cement)
and varied retail. The railroad is still important, with 46 daily
commuter trains plus freight train service. But the farming is
gone and the primary manufacturers now produce satellite
navigation systems, network wiring, fiber cable, electronic
circuit boards, putty, brooms, automotive components, plas-
tic molds and coffee products. In addition, a range of other
industries now call Tinley Park home.

Good leaders stick to a good plan

For decades, Tinley Park residents have elected leaders that
promote good policy instead of playing politics. Elected offi-
cials — with an average tenure of over 15 years — have followed
an aggressive economic development plan that originated in
1971 and has been updated regularly ever since. The result is
a commitment to a strong and sustainable economic develop-
ment program that is coordinated by the local government.

Village Trustee Patrick Rea, with a nationally recognized
background of corporate banking and economics, has led the

village’s Finance and Economic Development Committee for
over 35 years. Mayor Ed Zabrocki, who has been in office for
25 years, recently was selected as one of 10 U.S. mayors hon-
ored as a finalist for the World Mayor award. Much of the
basis behind Tinley Park’s diverse economy, low property tax
rates and excellent credit rating can be attributed to their
team-oriented leadership and the efforts of a progressive
Board of Trustees.

This consistency in leadership extends to Tinley Park’s tax
policy. The village has not increased its tax rate in 35 years
and has a credit rating in the top 8 percent in the nation. In
addition, Tinley Park has provided some level of tax abate-
ment to both homeowners and business owners every year
for over 25 years — significantly adding to its attractiveness as
a place to live, work, and operate a business.

Goals and programs

The primary goal of Tinley Park Economic Development is
to expand the tax base for the benefit of all of our citizens,
property owners and employers. While many of the 267
cities in metropolitan Chicago are either bedroom commu-
nities or dependent on one economic sector, Tinley Park has
attracted and supported a diverse range of industries,
including manufacturing, health care, office, education,
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distribution, retail, service, transportation, communications,
entertainment and hospitality.

In addition to a commitment to economic diversity,
Tinley Park has more specific goals that include encouraging
the location of more corporate headquarters; helping exist-
ing businesses expand; ensuring responsiveness to developers
and business owners; and promoting increased mixed-use
investment as part of downtown redevelopment. Some of the
programs in place to achieve these goals include:

+ Linked deposit/interest buy-down programs to aid banks
in serving local businesses;

+  Promotions that encourage businesses to use SBA and
state financial assistance programs;

+  Marketing assistance to promote the development of
local real estate;

+  Fagade matching-grant programs to encourage building
rehabilitation; and

+ Incentive programs tied to business performance and
specified guidelines for capital investment, property
enhancement, jobs creation and tax revenue.

Tinley Park also strives to be responsive to the needs of
area real estate executives, developers and business leaders.
As a result of this private-sector input, Tinley Park instigated
a unified, customer service-oriented approach to business
development. The effort is coordinated jointly between the
Economic Development and Planning departments, provid-
ing a one-stop shop approach at the village hall to quickly
and effectively communicate and respond to permitting,
licensing and other business needs.

The development community has responded well to
Tinley Park’s approach. “The community has high standards,
and does a phenomenal job of creating incentives,” says Steve
Vernon, president of Vernon Development Company. “Tinley
Park leaders appreciate business and understand develop-
ment,” echoes Aristotle Halikias, president of Inter-
Continental Development Company. “This community has a
can-do attitude, and the government works with business
leaders to get the job done right.”

The Tinley Park Economic Development Web site
(www.TinleyParkBiz.biz) also was designed to respond to the
specific requests of the private sector. The site, which the
community considers its prime marketing tool, is user-
friendly and provides comprehensive information in
National Data Standards format. (The site also won the
International Economic Development Council’s 2005 award
for “Best Economic Development Web site” for cities 50,000
to 200,000.)

Significant results

This past year, with a team of local, regional, and state offi-
cials, Tinley Park Economic Development coordinated the
location of three new corporate headquarters (Japanese
automotive supplier UGN, Italian tile company Avantile and
rubber manufacturer AeroRubber) and a new State Farm
Regional Claims Office.
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Also in 2005, Tinley Park used a combination of incen-
tives including tax-increment financing (TIF), tax abate-
ments, landscaping and infrastructure assistance to encour-
age over 1.2 million square feet of new commercial and
industrial development. These projects included two new
manufacturers, a 600,000-square-foot retail center, a cancer
treatment center, two retail strip centers, two automobile
dealers and a full-service hotel.

Five years ago, no convention and hospitality industry
existed in the south and southwest regions of metro Chicago.
That was before Tinley Park leaders established a TIF district
and constructed the region’s first convention center. Today,
the 64,000-square-foot Tinley Park Convention Center serv-
ices 565,000 attendees annually and has been the catalyst for
eight new hotel developments with a total of 979 hotel
rooms. As a result, Tinley Park is the only community in the
south/southwest regions of Chicago with a fully developed
hospitality sector — a local annual impact of $143 million.

Tinley Park also has made major progress in recent years
on redeveloping its downtown; it has been recognized by The
Chicago Tribune as one of the top six best-planned down-
town redevelopments in metro Chicago. To encourage high-
quality, transit-oriented development, village leaders invested
over $6.5 million to make the new prairie-style Downtown
Tinley Park Metra Rail Station an architectural focal point
for the city. Aided by TIF and infrastructure assistance, four
new mixed-use projects are under development in down-
town Tinley, including 200 new condominiums, a new 11-
screen movie theatre and 90,000 square feet of new commer-
cial space. Today, downtown boasts 186 businesses, including
22 restaurants, plus village sponsorship of 20 arts and recre-
ation events that attract both residents and visitors.

Progress continues

Thirty new businesses opened in the village in the first half
of this year, almost a 50 percent increase over the previous
period a year ago. Thirty percent of those businesses are
located in the historic district, where the vacancy rate is less
than four percent — that’s half the vacancy rate in suburban
Chicago and one-quarter of the commercial vacancy rate in
downtown Chicago. This activity created 1,600 new jobs,
generated nearly a $90 million impact for the area, and
resulted in $210 million in capital investment in our com-
munity by businesses.

Tinley Park’s economic development program is receiving
recognition for its accomplishments from all corners of the
field. The village recently was recognized as one of 12 final-
ists for the 2006 National Economic Development
Leadership and Innovation Award from CoreNet Global, the
world’s largest association of real estate executives.

As progress continues, the tasks of promoting communi-
ty-friendly growth, quality development and stable tax rates
remain among the most important objectives of Tinley Park.

Ivan Baker, CEcD, an economic developer for the past 26
years, has been Director of Economic Development in Tinley
Park for the past three years. He can be contacted at 708-444-
5000 or by e-mail at ibaker@tinleypark.org.



Regional Innovation:
National Prosperity

Summary Report of the Council on Competitiveness
Regional Competitiveness Initiative

A Global Challenge

In the modern global economy, U.S.

regions face a new economic development
challenge. Traditionally, the regional economic development endeav-
or has been focused on attracting large industrial operations or
headquarters using tax incentives and access to inexpensive labor as
the primary promotional tools. During the past few decades, howev-
er, the U.S. industrial landscape has transformed dramatically. Many
labor-intensive industries in the U.S. have either shifted production
to other parts of the world or disappeared altogether. In their place,
the American economy has developed a large number of industries
where intellectual capital drives growth.

The U.S. is not unique in building a knowledge-based econo-
my. In addition to other advanced economies, many formerly
“underdeveloped” countries are now competing in knowl-
edge-intensive industries previously considered to be safe
from international competition. America now faces intensi-
fying competition at both ends of the jobs spectrum: low-
wage/low-skill and high-wage/high-skill.

At the spectrum’s low end, U.S. regions must face the
reality that there are fewer and fewer industries in which
American firms can compete globally using a low-cost strate-
gy. On the high end, U.S.-based firms can and do win. In
many industries, firms operating in the United States have
been able to adjust to new global business conditions and
develop international leadership. Economic development
strategies, however, have not always kept pace with the
changing global economy; communities are still pursuing the
old, incentive-based strategies. These strategies don’t work in
a world in which firm success depends ever more on the
quality of ideas and talent, and ever less on traditional infra-
structure. In a knowledge-based economy, new strategies are
required to support the prosperity of American workers.

The Answer: Innovation

We already know that innovation is the key to driving
growth and prosperity. Economists calculate that nearly 50
percent of U.S. annual GDP growth is attributed to increases
in innovation. For the past two centuries, the United States
has been the world leader in developing innovative products
and services. While we have utilized our natural resources, it
is our national ability to generate and apply new knowledge
that has allowed us to become the world’s economic engine,
and has supported consistent increases in well-being for our
citizens.

While innovation remains the answer, the nature of innova-
tion is changing, and so are the ways in which we need to
compete. The 2005 National Innovation Initiative, the
Council’s two-year study of America’s innovation system,
concluded that innovation has become:

Faster: Technology advances are diffusing at ever-
increasing rates. It took 55 years for the automobile to
spread to a quarter of the country, 35 years for the tele-
phone, 22 years for the radio, 16 years for the personal
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computer, 13 years for the cell phone, and only seven
years for the Internet.

¢ Multidisciplinary: The most valuable innovations often
arise from the intersections of different fields or spheres
of activity. Fields like bioinformatics or nanotechnology
did not even exist a few decades ago. Today, many econo-
mists believe they will become major drivers of the U.S.
economy of the future.

Launched in 2003 with funding from the Economic
Development Administration, the Council on Competitiveness
Regional Competitiveness Initiative was designed to help region-
al leaders build innovation-based strategies.

Over a two-year period, the Council implemented regional
initiatives with local partners in seven areas: Central New
Mexico, Greater Rochester, New York, the Inland Northwest
(Spokane—Couer d’Alene area), Northeast Ohio, St. Louis, West
Michigan, and Wilmington, Delaware.

In each region, the Council worked with local partners to
implement a regional innovation assessment that evaluated
regional strengths and weaknesses. Using a variety of analytical
methods, including a specially designed regional innovation sur-
vey, the Council-led team completed the assessment. Including
all seven regions, more than 1,250 business leaders responded to
the survey and over 180 community leaders were interviewed.

Guided by local steering committees of business, academic,
labor, and nonprofit leaders, each team selected three core prior-
ities to address in each region. Existing local organizations or
new leadership groups were recruited to take responsibility for
implementing recommendations related to each core issue.
These local leaders joined with Council representatives and
national experts to share the findings of the regional innovation
assessment at a regional competitiveness summit. Aimed at a
broad array of community leaders, the summits served to dis-
seminate findings and attract interest of from regional stake-
holders in the core-issue action initiatives. In every region,
groups are presently working to address the core issues identified
by the initiative.

Two reports were completed as part of the project. The
excerpt reprinted here comes from “Regional Innovation:
National Prosperity,” which presents five key cross-cutting issues
faced by regions and suggests potential solutions to the chal-
lenges. A second publication, “Measuring Regional Innovation: A
Guidebook for Conducting Regional Innovation Assessments,”
provides a framework and step-by-step instructions for conduct-
ing a regional innovation assessment.

Both documents are available in full at
www.compete.org/nri in the Innovation Tools section.
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* Collaborative: Asinnovations become more technologi-
cally complex, they require active cooperation and com-
munication among scientists and engineers and between
creators and users.

* Democratized: Innovation used to be the domain of
research and development departments. Today, more
workers and even customers are involved in the innova-
tion process. Firms in industries as diverse as software
and food flavoring are providing tools to customers to
design their own products.

* Global: Innovation can originate anywhere. Increased
education and economic growth have improved the
capacity of developing countries to offer new products
and services. Modern communications and transporta-
tion technologies allow these countries to share advances
with consumers across the globe. As a result, great ideas -
regardless of where they originate — are less likely to be
lost in our increasingly interconnected world.

However, great ideas are also more likely to be developed
and commercialized in countries outside of the United
States. Throughout the world, competition is intensifying.
Consider the following facts:

+  Foreign-owned companies and foreign-born inventors
account for nearly half of all U.S. patents; Japan, Korea,
and Taiwan account for more than one-quarter of this
subgroup.’

+  Sweden, Finland, Israel, Japan, and South Korea each
spend more on R&D as a share of GDP than the United
States.’

+ In 2004 China overtook the United States to become the
world’s leading exporter of information and communi-
cations technology (ICT) goods such as mobile phones,
laptop computers and digital cameras.’

+  Only six of the world’s 25 most competitive information
technology companies are based in the United States; 14
are based in Asia.’

In summary, the changing nature of innovation and
accelerating global competition means that the U.S. can no
longer rest on its past success. Our innovation leadership is
not guaranteed and neither is our history of a rising living
standard. To sustain our growth, we must innovate more,
innovate better, and innovate faster. As the National
Innovation Initiative report, “Innovate America,” concludes,
“the capacity for innovation is going global — and we must
pick up the pace...today, the forces of global economic inte-
gration and advances in technology are creating a different
and more complex challenge. Sustaining competitive advan-
tage will require moving beyond efficiency and quality
toward creating new markets, increasing choice and value to
customers, and innovating continuously on a global basis.”

Regional Innovation

Paradoxically, even as innovation has globalized, the role of
regions as the critical nexus for innovation-based economic
growth has increased.

Although national and state policies create a platform for
innovation, the locus of innovative activities is at the region-
al level, where workers, companies, universities, research



institutions and government interface most directly. True
innovation “hot spots” emerge regionally. Regions are the
building blocks of national innovation capacity because they
offer proximity and can provide specialized assets that foster
firm-level differentiation.

Proximity: Despite the virtual closeness enabled by
information technology advances, innovation remains a
“contact sport” that is best pursued through personal inter-
actions at every stage in the game. In the initial stage of
knowledge creation, collaborative research and development
efforts are easier when one can interact on a personal basis.
Tacit knowledge is more easily accumulated and shared with-
in a small geographic area. As the emphasis on multi-disci-
plinary projects grows, direct interaction becomes even more
important to ensuring the free flow of ideas and to avoiding
misunderstandings among participants from different aca-
demic fields. The application of knowledge occurs faster
when industry and universities maintain close working rela-
tionships in the real world, not the virtual one. Being close to
suppliers and customers promotes faster responses to
changes in market demand. The relative proximity of institu-
tions within a metro region enables close interaction on a
consistent basis and thus creates the ability to break down
traditional functional barriers between developers, funders,
and users of ideas. Proximity also supports the development
of strongly linked industry clusters.

Diversification and Differentiation: Success in the glob-
al economy requires both diversification and differentiation.
At a macro level, our economy must support a diverse set of
businesses to provide safety from sector-specific economic
shocks. At a micro level, firms need to differentiate their
offerings in order to gain competitive advantage. A regional
economic strategy supports both these requirements.
Regions — as opposed to individual cities or towns— offer the
diversity of people, land types, and services to support a vari-
ety of businesses. As opposed to states, regions provide an
environment in which firms can easily access and influence
the development of specialized infrastructure, educational
institutions and a workforce that support differentiation.

Every region in the country has the capacity to become
an innovation hub, at least in some industries. But only a
handful of areas have developed solid platforms to support
innovation-based growth. For those regions that have not
developed a strong innovation environment, it is critical for
leaders to assess the strengths and weaknesses of their

regional innovation ecosystem and understand the potential
drivers of future innovation-based regional growth. More
importantly, leaders must act on this information to improve
their region’s innovation platform.

Five Common Challenges to Regional Innovation

The Regional Competitiveness Initiative revealed five impor-
tant issues commonly faced by regions that endeavor to
develop innovation-based economies: promoting regional-
ism; building and retaining talent; transitioning to advanced
manufacturing; networking knowledge assets; and energizing
the entrepreneurial economy.

A fundamental problem confronts many regions across the
country: They aren’t acting as regions. Economic develop-
ment professionals increasingly recognize that multi-county
areas are the appropriate unit for economic analysis and
planning. However, there is still significant resistance to
regional action. Much of the hesitancy comes from a struc-
tural challenge created by historically drawn political bound-
aries. (Throughout much of the country, county lines were
originally drawn to ensure all residents were within a day’s
mule ride to the county seat.) In recent years, new town
boundaries and other taxing entities have only added to the
number of political jurisdictions within regions. At a time
when greater partnership is necessary, these political bound-
aries tend to hinder economic collaboration, particularly
among public-sector entities. The views of one Spokane
business leader express the common challenge: “Lack of col-
laboration among numerous overlapping community organ-
izations is dividing our leadership and our dollars.”

However, there are successful examples of regional collab-
oration. Often led by private-sector entities, stakeholder
groups are developing regional institutions. For example, in
Northeast Ohio, leaders have created Team Northeast Ohio, a
partnership of economic development organizations from
thirteen counties. The philanthropic community has fol-
lowed suit in creating the Fund for our Economic Future, to
“advance a common and highly-focused regional economic
development agenda.” Nearly 70 Northeast Ohio philan-
thropic organizations contributed to the fund, which will
only support economic development initiatives with a
regional scope.
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Team NEO’s Regional View

Another example is the St. Louis region, where all of the
major regional economic development entities have signed
on to a “no-poaching” agreement to stop the practice of try-
ing to relocate existing businesses to different cities within
the same region. In West Michigan, the West Michigan
Strategic Alliance has used innovative geographic informa-
tion system technologies to create a “common framework”
document that clearly depicts how the communities in the
region are connected.

In a knowledge-based economy, the most important form of
capital is human capital. People, not computers or firms,
innovate. But many regions are having a hard time retaining
an educated workforce. There are at least two elements to
this challenge. First, as the economy relies less on low-skilled
workers, a great need arises to develop retention programs
for displaced workers with skills relevant to growth indus-
tries. Second, many communities are losing younger, educat-
ed citizens to more attractive regions. According to a recent
Census report, 243 U.S. metropolitan areas showed a net loss
in migration of young college graduates, while only 75
showed a net gain.’ (See Figure I on page 29.) Even fewer
rural areas have been able to maintain next-generation work-
ers, as they are increasingly attracted to urban areas. One
West Michigan business leader summarized the challenge
well: “We have the workforce for the industries of today, but
not for the industries of tomorrow.”

Regions are responding. Throughout the country, region-
al workforce boards are partnering with educational institu-
tions and the private sector to create programs that are more
responsive to the needs of both employers and workers. In
the Jacksonville, Florida area, WorkSource, a six-county
regional workforce development organization has developed
a tiered, targeted service model that provides support to
businesses based on size, industry, and specific workforce
needs. Implementing this market-segmentation approach has
allowed WorkSource to more effectively allocate limited
resources and drive increases in both employer and employee
satisfaction. Their strategy is aligned with the regional eco-
nomic development strategy, as they work closely with and
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share the same service area as the Jacksonville Regional
Chamber of Commerce, the regional economic development
organization.

Focusing on regional talent at an even earlier stage is
Futures, Inc., a non-profit based in North Carolina. Futures,
Inc. has developed a Web-based program to help high school
students evaluate potential careers based on their interests,
and then introduces them to local businesses offering intern-
ships or special training programs in their fields of interest.
Community colleges work with companies to design training
programs that will allow the firms to fill specific job openings.

In Northeast Ohio, Philadelphia, Pittsburgh, Oklahoma
City and other regions, leaders have coalesced to develop
“brain gain” strategies to attract and retain talented workers.
Like the College 360 Program in Northeast Ohio, most of
these programs focus on integrating college students into the
local business and civic communities while they are still in
school, as a method for turning out graduates with estab-
lished connections to the region. Through internships and
mentoring programs that lead to job placement, these efforts
aim to keep students in the area after they graduate.

American manufacturing production is losing share to inter-
national competitors. Over the past five years, other coun-
tries, especially in Asia, have posted double-digit growth in
manufacturing while the U.S. has stalled. U.S. firms have
been shedding domestic jobs — particularly in traditional
industries, such as textiles and garments — choosing instead
to locate operations in lower-cost countries. Communities
with manufacturing-based economies have been confronted
with the increasingly urgent need to respond to this trend.
The answer is not to abandon manufacturing. Instead,
regions should develop programs to help firms transition to
advanced manufacturing strategies.

In the United States, there are few manufacturers that can
compete in a global market based on low-cost labor or com-
modity products. To thrive, manufacturers must find some
way to differentiate their products. Many options for differ-
entiation exist; businesses can derive unique advantage from
product design, production speed, logistics, the end-user
experience, or superior marketing. But business cannot pro-
ceed as usual.

Forward-thinking manufacturers already understand this.
In West Michigan, Herman Miller has partnered with
Cascade Engineering, a plastics company, in the production
of their newest chair, the Mirra. The office chair is designed
to take advantage of two market trends — an appreciation for
design and the growing environmental movement. The
Mirra is both stylish and environmentally conscious — the
chair is 98 percent recyclable and constructed of 42 percent
recycled content.

Manufacturing Extension Partnerships, technical assis-
tance organizations funded by the National Institute for
Standards and Technology and state and local contributions,
are playing an important role in helping small and medium
manufacturers develop differentiated products. A Northeast



Ohio extension center, CAMP, has developed a new set of
programs specifically around product innovation to help
local businesses improve the impact and speed of new prod-
uct development. In Greater Rochester, leaders have built the
Infotonics Technology Center, a unique shared facility that
offers technical support and specialized manufacturing facili-
ties to help local optics firms make the transition from con-
cept to prototype. Infotonics has been designed to help firms
continually innovate by spurring cross-institutional collabo-
ration and reducing the cost of experimenting with emerging
technology.

The Infotonics collaboration suggests a response to another
of the common challenges faced by regions throughout the
country: underutilization of regional innovation assets.
Excellent research universities fail at commercialization
because they are disconnected from local business communi-
ties. Entrepreneurs with great potential go unfunded because
they cannot find — or do not have access to — venture capital
providers. Workforce training institutions work diligently to
help displaced workers, but fail to fully leverage their
resources because employers find it cumbersome to work
with the system or because they lack information about
emerging industry needs. In sum, we often find deep knowl-
edge assets unlinked; smart people not communicating; and
strong institutions not sharing ideas and resources. In our
regional innovation survey, only 18 percent of the 1,250
business leaders said university technology transfer offices
had contributed to their business success. Only 33 percent
believed that the quality of R&D collaboration between busi-
ness and universities had contributed to regional business
success.

Regional business, civic, and political leaders have recog-
nized the need to strengthen connections and collaboration.
Following the model designed at UC-San Diego, leaders in

the Inland Northwest have launched ConnectNorthwest, a
program designed to serve as “neutral broker” by providing
coordinated access to the entrepreneurial resources needed
for businesses to develop, grow, and become sustainable. As
in Spokane, leaders in Central New Mexico and St. Louis
have developed programs to make sure all the players in
innovation-based businesses and institutions have a forum
where they can meet and develop relationships. The leader-
ship network and cross-fertilization of ideas and information
across all elements of the local innovation eco-system is a
critical success factor.

In Northeast Ohio, 23 regional universities and colleges
have joined to form the Northeast Council on Higher
Education, or NOCHE. Among other activities, NOCHE
helps link universities to businesses interested in partnering
with those schools, and facilitates collaborative research proj-
ects and technology transfer in the region. In Spokane, the
major colleges and universities, the medical health service
and research centers, biotechnology research and develop-
ment institutions, and economic development organizations
have created the Spokane Alliance for Medical Research
(SAMR). SAMR was created to bring additional research dol-
lars to the region and has targeted sleep research as its pri-
mary focus for funding.

Jobs being created in the U.S. today are overwhelmingly
coming from small and medium-sized businesses.” For many
regions, supporting entrepreneurship has become the best
option for replacing jobs lost as larger firms downsize.
However, in the regions we studied, there was still significant
room for improvement in building entrepreneurial support
services. One consistent concern voiced in the study regions
was a lack of venture capital funds. However, the more
urgent problem that emerged was a lack of deals and strong
entrepreneurs that merit venture funding. While programs

Figure I: Net Migration of Young, Single, and College-Educated People 1995-2000
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Figure Il: Summary of Regional Survey Measures of

Innovation Linkages

Competitiveness has identified a variety of attitudes
that are important to support a vibrant entrepre-
neurial culture: appreciation for difference and
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diversity, willingness to collaborate, and appreciation
for risk-taking. Communities that support innova-
tors and innovation embrace people with diverse
backgrounds, understand that failure is part of the
business process, and encourage businesses — even in
the same industry — to collaborate when

possible.

Throughout the U.S., many, if not most commu-
nities do not meet this description. Across the seven
study regions, only 26 percent of the survey respon-
dents felt their “regional business culture under-
stands failure as part of the innovation and learning

testing

process.” The same percentage felt that business lead-
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Figure I1l: Summary of Regional Survey Measures of

Entrepreneurial Support
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ers “proactively share information and resources
when possible.”

Increasingly, regions are addressing this cultural
and institutional challenge in hopes of attracting and
retaining entrepreneurial firms. Through mentorship
programs and annual entrepreneurial award contests,
many communities have developed programs to
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Effectiveness of programs to assist entrepreneurs

Seven Region Average

Effectiveness of programs to assist start-up businesses

provide private support and public recognition to
entrepreneurs.

In St. Louis, the Regional Chamber and Growth
Association has been actively involved in supporting
these sorts of programs, and has taken a step further
by playing a key role in forming the Arch Angels, the
largest angel capital group in the region. Washington
University in St. Louis was one of eight universities
selected in 2004 by the Kauffman Foundation to par-
ticipate in its Kauffman Campus Initiative. The
Kauffman initiative is an effort to spread entrepre-
neurship beyond its traditional domain of the busi-
ness and engineering schools to the entire university
and its community partners. In response to our proj-
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exist in most regions to improve the level of entrepreneur-
ship, only 23 percent of our survey respondents felt that pro-
grams aimed at assisting entrepreneurs were highly effective
and only 25 percent felt that programs aimed at supporting
start-up businesses were highly effective. Part of the explana-
tion for these low levels of satisfaction was simply an
unawareness of existing programs. Further, many business
leaders explained that they did not see these programs as
very important because there is a dearth of entrepreneurs (or
people interested in becoming entrepreneurs) in their
regions.

This raises perhaps the most fundamental challenge facing
regions hoping to foster more entrepreneurial efforts: the
lack of an entrepreneurial culture. Work by the National
Commission on Entrepreneurship and the Council on
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ect, business leaders in the state of Delaware have
created the Delaware Entrepreneurial Action Group
to better integrate disparate entrepreneurial pro-
grams and promote coordinated efforts by both large
and small companies to support entrepreneurs in the
region.

Conclusion

Today, innovation is occurring at an accelerated rate across
the globe. To maintain the United States’ position as global
economic leader — and thereby ensure national prosperity —
U.S. regions must develop new strategies. It is no longer pos-
sible to expect traditional advantages like location, natural
resources or low-skilled labor to drive economic growth. In
order to continue building our knowledge-driven economy,
our regions must develop fertile environments for firms and
people to innovate.

National and state policies that impact economic devel-

opment should be designed to reflect this reality and support
regional action. Regional leaders should respond by breaking



Seven Region Average

Figure IV: Summary of Regional Survey Measures of Business Culture
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down old political and cultural barriers to cooperation.

Investments in innovation assets — starting with human capi-

tal — should be integrated into comprehensive strategies to
fully leverage the collective strengths of regional communi-
ties. Instead of accepting the decline of U.S. manufacturing,
national, state, and regional actors should encourage the
development and commercialization of more innovative
products and services. Entrepreneurship, both in existing
companies and start-up ventures, must be embraced as atti-
tudes that discourage risk-taking are abandoned.

Overcoming these challenges to regional innovation will
not be easy, but the global success of U.S. regions like
Raleigh-Durham, San Diego, and Austin show that it is
achievable. The efforts of the seven project regions show that
even areas challenged by economic downturns can success-
fully pursue the opportunities offered by innovation-based
growth strategies. Our hope is that the Council’s Regional
Competitiveness Initiative will inform and assist regions
throughout the U.S. as they work to strengthen their own
innovation capacity and support our nation’s collective
prosperity.
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