An Economy that Works for Everyone

Why the New Economy is important fo Arizona's Future
and How Arizona Can Position itself as a Leader

ARIZONA PARTNERSHIP FOR THE NEW ECONOMY

FINAL REPORT

January 2001



Arizona Partnership for the New Economy

Co-Chairs
Ted Ferris, Deputy Chief of Staff, Governor's Office
Alan Hald, former Chairman and Founder of MicreAge

Members
Larry Aldrich Aldrich Capital Jennifer Mabry Arizona Department of Education
Judith Allen Arizona Association of Industries Valerie Manning Greater Phoenix Chamber of Commerce
Toni Antonellis Arizona Repubiic Pat Mevers Northern Arizona University
Betsey Bayless Arizona Secretary of State Stephanie McKinney  Greater Flagstaff Economic Council
Frank Besnette Professor Emeritus, Northern Arizona University Linda Meissner Systems Technology Group, Inc.
Tom Browning Greater Phoenix Leadership Bruce Mosby Greater Phoenix Black Chamber of Commerce
Linda Capuano Honeywell, Inc. Jackie Norton Arizona Department of Commerce
Jose Cardenas Lewis and Roea, LLP Bill Post Arizona Public Service
Sergio Carlos Arizena Hispanic Chamber Of Commerce Dick Powell University of Arizona
Andrew Cohen NeoPlanet Inc. Eve Ross W. L. Gore & Associates, Inc.
Ed Denison Arizona Software & Internet Association Quentin Smith Employee Solutions, Inc.
Samantha Fearn Arizona Chamber Of Commerce Linda Thor Rio Salado Coilege
Jonathan Fink Arizona S{ate University Marshall Vest University of Arizona
Robert Gonzales New Global Strategies, LLC C. Paige Webster Greater Yuma Economic Development Corporation
Bob Hagen GSPED Software & Information Industry Cluster Rick Weddte Greater Phoenix Economic Council
Jeanette Harrison intel Corporation Quinn Williams Snell & Wilmer
Gail Lewis Howard Arizona Stale University Peter Woog Gray Fox Enterprises

APNE would like to thank the following for their assistance on Phase | and Il of the project

Craig Sullivan Tirm Riester Charlie Martin Margaret Gorsche
APNE Project Manager APNE Communications APNE Technology Advisor Advantiv Forum Manager
Arizona Department of Committee Chair Kinetic Thinking, LLC Advantiv
Commerce Riester-Robb Advertising and

Public Relations

Collaborative Economics and Arizona State University's Morrison Institute for Public Policy served as the consulting team for Phase | and il of the APNE
project The team was led by Doug Henton and Mary Jo Waits and assisted by John Melville, Jennifer Mantana and Tina Valdecanas.

An Economy that Worles for Everyone Arizona Partnership for the New Economy



Executive Summary

In November 1999, Governor Jane Dee Hull appointed the Arizona
Partnership for the New FEconomy (APNE), a 36-member steering
committee. The Partnership was tasked with examining ways in which the
state could become more competitive in the so-called "new economy.”
Specifically, the group was asked to:

<+ Define the new economy and its importance to Arizona;

< Assess Arizona's current readiness and establish benchmarks for
measuring progress; and

% Develop strategies for correcting any perceived deficiencies in responding
to the opportunities presented by the new economy.

"An Economy that Works for Everyone” outlines the findings and
recommendations set forth by the Partnership. it details not only what the state
must do to become more competitive given the dramatic technological
changes that are affecling the way people, businesses, and government
operate, but also describes a framework to address these needs,

Each region in Arizona has a unique set of resources and specific goals for its
future economic development. "An Economy that Works for Everyone,”
seeks to bulld a framework through which each region can become more
competitive in the new economy. Together with this framework and given their
particutar circumstances, each region can work in partnership with the stale to
develop their own plans for action

Basic Premise

The work of the Partnership is based on the assumption that the new economy
is not simply about high-tech industries It is about how that technology is
applied to everything we do While it is important to have industries that
produce technology and continually improve it, the real impact of this economic
transition will be felt by the application of technology across a wide range of
industries and activities

As such, the new economy holds the promise of growing prosperily and a
better quality of life. Everyone in Arizona can benefit from the transilion
through growing economic opporlunities—companies will expand and create
more and better jobs; communities will thrive and become stronger as
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economic growth increases public revenues and communily investment; and
citizens will enjoy a better quality of iife as new technologies expand access fo
information, products, and services to improve daily living

Making the New Economy Work for Arizona

To make the new economy a reality for all of Arizona, however, the state must
continue to wark to "get the basics right” A foundation of high quality K-12 and
higher education is essential. A strong commitment to research and
development R&D) and entrepreneurship is necessary. Effective and efficient
government is also important.

in November 2000, the voters of Arizona ook a huge step in showing the
stale's commitment lo addressing these basics when they passed Proposition
301, a ballot initiative that mandated a 0.6 percent statewide education sales
tax Increase But, given the pace of change in technology and competition
from other siates that are also striving to make themselves conlenders in the
new economy, Arizona will fall behind if it makes only incremental
improvements to its status quo

In addition to “getting the basics right,” Arizona must also look to position itself
as a model for leadership and visionary thinking in the new economy.
Entrepreneurial companies and talented people--the engines of economic
growth and prosperity in the coming century—will setl down roots in states and
communities that provide a rich and supporiive environment for their
endeavars. In a world where people are the most important resource and
where hose people can live and work from anywhere, only those places that
have the entire array of amenilies desired by such talent (for example, an
attractive climate, an efficient government, or well-funded universities) and
those that have worked to connect and continually strengthen those resources
will succeed.

Arizona’s Four L’s

Mindful of this reality, APNE endorses efforts underway to improve the basics
and recommends initiatives that will vault Arizona ahead in the technology,
knowledge, and services. These initiatives will enable Arizona o lead in new
economy-driven industries and activittes and will allow it increase prosperity
and improve the quality of life throughout the slate.

Rather than mapping out an exact blueprint to be followed by each communily in
the state, APNE offers a framework through which different communities and
regions can plan their own strategies. The framework is buiit upon broadening and
deepening four elements necessary for success in the new economy:

l. LEARNING: To excel i the 21 century, all citizens of Arizona must be
able to employ the tools of the new economy to increase their knowledge
base and continually imprave upon it

. LINKING: So that all citizens of Arizona can {ake part actively in the new
economy, the expansion of a telecommunications infrastructure to link all
to the Internet and other communications toels is critical.

Il. LEADING: Leadership in the new ecanomy requires investments that
stimulate R&D and entrepreneurship and promole the type of creafivity
and forward thinking to grow and attract the talent and cutting-edge
businesses that fuel fast, quality growth.

V. LIVING: To attract, retain and grow the type of talent and culling-edge
businesses that fuel success in the new economy, Arizona should support
and build communities with vibrant economies and a high quality of life.

More specifically, APNE proposes:

< Broadening Connections to New Communications Tools—For some in
Arizona, basic connections to the Internet and access to communications
technologies e the first step to benefiting from the new economy. APNE
proposes supporting community-based efforts to assess and improve local
telecommunications Infrastructures and building upon existing initiatives to
develop a statewide telecommunications strategy. APNE also proposes
the creation of a siatewide network of technology assistance centers to
help residents and small and medium-size businesses apply new
technologies to everyday needs.

% Broadening Connections to Knowledge—For many in Arizona, gaining
access o new sources of knowledge, education, and training are the
means to participate directly in new economy jobs, careers, and
companies. APNE proposes the creation of a new intermediary—Arizona
Learning Oniine (AZLO). AZLO would work to support the state’s ongoing
activities to improve the educational system, by providing Arizona's
citizens, workforce, and companies easy access to the growing universe of
learning resources that are now available through the Internet.
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<+ Broadening Connections to New FEconomy Jobs—Better access to
employers will help many in Arizona benefit directly from the new
economy. APNE proposes exploring the possible creation of an oniine,
uniform database and resource website that connects new economy
workforce resources and opportunities.

< Broadening Connections to Government Information and Services—
Having better, more convenient access to government information and
services will help all cifizens in Arizona realize the benefits of the new
economy. APNE proposes the creation of an E-Govemnment Leadership
Councit to guide the state’s efforts to make more services and infarmation
available on the Internet. An EGovernment Institute would be created as
the Council's implementation arm and would share best practices across
all jurisdictions and help them integrate new economy principles into thelr
planning process

in addition, APNE recognizes the need far deepening commitments to make
Arizona a leading location for the new economy and proposes:

% Deepening Commitments to R&D, Entrepreneurship, and Capital-
Many in Arizona will benefit from the integration of the resources
necessary to fuel the prosperity of new economy firms. APNE proposes
the creation of a venture capital fund for angel, seed, and early-stage
financing. APNE also suggests working in cooperation with the Arizona
Board of Regents, the Arizona Department of Commerce, and other
relevant organizations to provide monies to develop a long-term model to
improve technology transfer, commercial incubation, and pre-seed
investment The model should ensure linkages with university research
priorities  and encourage the eslablishment of new, cutting-edge
enterprises in the state

< Deepening Commitment to Marketing Arizona as a New Economy
"Hot Spot'"—Marketing Arizona as a new economy "hot spot” will help
attract the talented people, R&D, investment, and business financing to
fuel prosperity and qualily of life improvements in the future. APNE
proposes the development of a state marketing strategy, leveraging and
building upon existing efforts and ensuring a consistent message about
Arizona and the new economy.

<+ Deepening Commitments to Building Creative Communities—Specific
improvements to community quality of life that help attract and retain new
economy talent and companies will also benefit all of Arizona. APNE
proposes the creation of a Crealive Communities Consortium o help
communities define their assets and {ake steps to build on them

Together, these APNE initiatives map pathways to new economy opportunities
for all of Arizona. They focus the state's economic development sirategy on
creating connections, forging partnerships, making investments, and
embracing an identity that makes clear the state's intention to be a leader In
the new economy. Most imporiantly, they harness the power of technology and
the resulting prosperity to improve the quality of life for all of Arzona.

The APNE framework and resulting recommendations will be shared through
regional town hall meetings across the stale during the first quarter of 2001.
The feedback and ideas gamnered from these mesetings will be used to shape
regional implementation plans during the next phase of the project
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Table 1: Summary of APNE
Recommendations

The foliowing table summarizes the integrated approach recommended by the
Partnership to give everyone in Arizona the opportunity to benefit from the new
economy.

The approach is based on the assumption that Arizona must continue to work
to "get the basics right.” A foundation of high quality K-12 and higher education
is essential. A strang commitment to R&D and entrepreneurship is necessary.
Effective and efficient government is also important Arizona has a strong
foundation upon which it can build.

In addition, Arizona must take a leadership role to distinguish itself in the new
economy. Cutting-edge companies and lalented people—the engines of
economic growth and prosperity in the coming century—will seltle in places
that provide a supportive environment for their endeavors. Arizona can build
upon its "basics” to vault itself into such a leadership position.

Learning

To excel in the 21% century, all citizens of Arizona must be able to employ the tools
of the new economy to increase their knowledge base and continuatly improve
upon it.

Linking

So that all citizens of Alzona can take part aclively in the new economy, the
expansion of a telecommunications infrastructure to link everyone to the Internet
and other communications tools is critical.

Leading

Leadership in the new economy requires investments that stimulate R&D and
entrepreneurship and promote the type of creativity and forward thinking to grow
and attract the talent and cutting-edge businesses that fuel fast, quality growth.

Living

To attract, retain and grow the type of talent and cutting-edge businesses that fuel
success in the new economy, Arizona shoutd support and build communities with
vibrant economies and a high quality of life
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Focus on the basics:

Take a leadership role:

Thanks !0 the passage of Proposition 301. Anizona will have $460 miilion annually for the nexd 20
years to improve the state’s education system.

In 1988, Arizona began the Students FIRST program which establishes quaiily standards for school
capital {aciiities, provides sufficient funding 1o bring existing faciities up to state standards, and
increases funding for soft-capital items such as computers, lextbooks and teaching supplies

Given recommendations from the Governor's Higher Education Task force, the Arizona Board of
Regents wiil establish the Arizona Regents University and Arizona Learning System that will make
distance learning courses from the state’s universities and community cofleges accessible via one
web site

Approximately 514 millicn annually is available for new and existing employees training, thanks to a
0 1 percent job-training tax. In additlion, a $5 miliion Information Technetogy Training Tax Credil is
avallable to businesses to expand employee skills in computer-based information systems,
particularly software applications and computer hardware

APNE proposes that the slate:

- Provide $250,000 as seed-funding to develop & business plan for Arzona Leaming Onfine—
a lifetime leaming vehicle that would aggregate available E-fearning courses and other
resources and provide a collection of web pages, dalabases. and finks through which
Arizona learners and companies could find and make use of worldwide E-leaming offerings

The Telecommunications Open Partnerships for Arizona (TOFPAZ) will enable the naw economy o
reach into avery corner of Asizona, Partnering with telecommunications providers to bulld a high-
speed telecomimunications network, TOPAZ seelks to consolidate state government buying power to
leverage resources to bring broadband access to the rural communities of 560 people or more.
Federat BRate funds should be used fo reimburse schocols and libraries for a significant portion of
their Internet connectivity, internal computer netwark connections, and equipment

The Computer Systermns Policy Project {CSPP) has developed a survey thal shows communities
where they fall along the “connectedness” specirum Arizona communities shouid be encouraged and
assisled in completing this survey to get a better sense of where they stand and what they need to do
if they want to expand their telecommunication connections

APNE proposes:

- 51 million allocated over & twovyear period to assess and plan for building-out the
telecommunications infrastructure in Arizona's communities, with the goat of completing at
least half of the assessments by £E0Y 2001

- The Greater Arizona Development Authority fund a template (building upon the existing
CSPP model) that would provide communities assistance In  assessing their
telecommunications needs.

- Support for TOPAZ and greater private-seclor providers' participation in the program

Deveioping guidelines for technology-training centers for citizens and businesses to

increase their comfort level in using the Internat and technology for business and other

activitias,

Of the monies raised by the passage of Proposition 301, 12 percent of the education sales tax or
roughly $47 million annually for the next 20 years will be specifically earmarked for university R&D
and technology transfer.

Through the Arizona Board of Regents, Arizona's three state universilies have identified priorily research
areas that will set them apart as national leaders in the areas of bioscience and hictechnology and
information science and technology. Two of the universilies are ranked as Research §, a classification
denoting top-tier status in garnering research funding and educaling future scientists. There are only 88
Research | universities nationatly.

The state and the Phoenix metrapolitan region, in paricutar. have long been touted as entrepreneurial hot
spots Inc. Magazine named Phoenix the best large metropolitan area to start and grow a company, cing its
large workforce and customer base {particularly for high-tech companies). sunny climate and cuitural
amenities

APNE proposes:

- The Arzena Board of Regents. the Arizona Depariment of Commerce, and other relevant
organizations provide $5 miliion and cooperate to develop a long-term modet (o improve
technelogy transfer, business incubation {hands-on help to new businesses by providing
mentors, technical experts, and lab and office space), and pre-seed investment to ensure
close tinkages with university research priorities and the establishment of new cutting-edge
enterprises in the state

- A 5200 million venture capital fund for ange!, seed, and early-stage financing

Arizona mus! build desirable places lo live

The Government information Technoiogy Agency's effort to buiid Arizona@ Your Service—aone-siop
website to access Arizona’s E-Government offerings—is a first step towands streamilining and enhancing
government services. APNE supports the use and development of this website as a way o improve
government operations and provide more efficient mechanisms for interacting with government
The wealth of diversity and culture in Arizona's communities and the state's envircnmental amenities
and high quality of life should be promoted. To capitalize on this energy, APNE proposes working
with the Arizona League of Citizs and Towns and the Chambers of Commerce within the state to
form a Creative Communities Consortium o share "best practices” gained from the more advanced
commurities to cultivate vital metro and non-metre communities across the state

APNE proposes that the state:

- Redirect sufficient state funds lo create an Arizona Economic Partnership that would provide

a single state office to oversee the implementation of the stale's new economy initiatives

and that would institutionally suppori the new economy foundations and clusters.

Redirect sufficient state funds and work with appropriate agencies and organizations to

create an Egovernment Leadership Council and an EGovernment Institute that wouid

share best practices among and across various levels of government and encourage

excellence in E-government services

- Provide 52 5 milion annually to market Arizona and its regions as a new ecanomy “Hot
Spol” to help attract the talented people, R&D. investment. and business financing 1o fuel
prosperity and quality of life in the future.
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Arizona and the

New Economy

Advances in computing, telecommunications, and information networking have
reduced production and transportation costs and have creaied new markels.
Along with wider use of the internet, these changes are influencing the way
individuals and organizations communicate and manage information
According to the U.S. Department of Commerce, in 1894, only 24 percent of
4.5 households owned personal computers, by 1998 that number had risen to
42 percent with 26 percent of those connected to the nascent Internet. Today,
nearly 51 percent of US. households own personal computers, with 42
percent of those connected to the Internet. This year over 50 percent of U S.
businesses will sell products online

Not coincidentally, productivity has also increased. Growing from about 1%
percent per year from B73 to 1995 increases in productivily accelerated to
about 3 percent per year from 19895 to 1999. This acceleration was heavily
related to technology—both the invesiment in information technology hardware
and software and the extraordinary increase in productivity of industries using
new technology

The economic transformation and the resulting increases in prosperity and job
growth have been called the "new economy” But, this new economy is not
simply about high tech. it is about applying technology o sverything we do.
Whereas past success was measured on how cheaply and efficiently goods
could be produced, what matters now is how well knowledge can be applied to
processes not only to improve what is produced, but to do so faster and in a
way that is efficient and cusiomer-oriented. While it is important to have
indusirles that produce technology, the real impact of the changes as we
transition to the new economy will be felt by the appiication of technology
across a wide range of industries. The resulting productivity gain and added
value will create increased prosperity across the entire economic spectrum—
just as electricity changed the face of the economy over 100 years ago.

These changes are forcing piaces to re-evaluate how they grow and serve the
people that are part of them. The advances make it possible for people to live,
work, and play from anywhere. This phenomena means that places must build
the types of communities where the companies and talent that drive the new
economy want fo live. This includes not only supplying transportation
networks, physical infrastructure, low production costs, and access to land and
other natural resources, but also providing intangible elements such as
clusters of like industries, vibrant communities, outdoor and geographic
amenities, and a high quatity of life.
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Electricity and Cappuccino
Two analogies are helpful in putting the “new economy” into perspective.

The Internet and Electricity. The introduction of electricity in faciories and homes in the 1880s transformed how we made things and how we lived. It took thirty
years for the fulf impact of electricity to be widely adopted . But once it became pervasive, the result was a dramatic increase in productivity in all aspects of society.
Moreover, the introduction of electricity spawned countiess applications and encouraged the development of various appliances that forever changed how we
operate.

Similarly the Internet is transforming the way we function in this century. The full impact of the Internet and the accompanying advances in computing,
telecommunications and networking will be felt when they are adopted by all industries and across all sectors—business, government, education and community. As
Lou Gerstner, CEO of IBM so aptly described:

The new "dot-com” companies are “fireflies before the storm™—all stirred up, throwing off sparks. The storm that's arriving—ihe rea! disturbance in the force—is when the thousands
and thousands of institutions that exist today seize the power of this globat computing and communications infrastructure and use it fo iransform themseives. That's the real
revolution.

The Cappuccino Economy. Although the “revolution” is definitely upon us, itis not yet pervasive . As Eileen Shapiro of the Hill Crest Group describes in The Seven
Deadly Sins of Business, the current economy is like a cappuccino with two distinct layers  the top layer slowly mixing with and infiltrating the one below it. Both
fayers are in transition and each affects how the other is changed. High-growth, fast-moving companies represent the swirling milk/foam layer on top; slow-moving,

traditional companies represent the coffee layer on bottom . Eventually the two will combine and will be inseparable.

What is at Stake?

At a time of prosperity, why should Arizona, one of the fastest growing states
care about the new economy? To put it simply, the changes brought about by
the new economic transformation are here to stay and those who do not adapt
to the changes will be left behind.

Computers, high-tech machines, and communications appliances are the tools
through which people interact and get things done. In today's economy, rapid
changes in technology, market fragmentation, and global competition have
placed a premium on the ability to improvise, adapt, and create. Termed
"adaptive efficiency," by Nobel Laureate economist Douglas Norih, the abilily
of people and insfitutions to continuously fearn and constructively change is
now the source of greatest competitive advantage People and places that
successfully apply these {ools to all activilies will create higher quality jobs and
a better quality of life for themselves. Those that choose only to maintain the
status quo will fall behind

What to Do?

For the people of Arizona, being competitive in the new economy will mean
building upon strengths and addressing weaknesses to acquire the knowledge
and skills needed fo make the most of the technological advances either to
enrich their lives, be more competitive in the job market, or both. For
companies it means possessing the iools needed to be agile in a fast-paced
business climate and meeting the needs of increasingly demanding customers
in an increasingly competitive markel. For places, it means re-evaluating
current policies so that they build communities that grow and attract skilled
workers and providing access to the communications appliances and
information resources that are the foundation of economic success.

But to be {ruly successful in the new economy, all parts of the economy must
work together. This means not only ensuring that a place has the “basics”
right—a strong educational system, efficient and easy access to government
services, or afficient connections to communications tools, but alsc that its
assetls support and are integrated with one another. If children lack sufficient
education, they will be unable {o compete for high-quality jobs, skills shoriages
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will grow, and productivity will slow. Without a solid knowledge base from
which ideas can be developed and brought to commercialization, the ability to
apply and share such knowledge decreases. Unless companies are flexible
and able to meet the slandards set forth by the technological advances, skilled
workers will look for other employers, companies will ook to locate in areas
where there is a critical mass of similar industries and where synergies are
able to grow, and the capital and resources needed to support such activily will
likely decline. Without a strong telecommunications infrastructure, the
connections necessary to communicale and link to various sources of
information will not exist Moreover, withoul responsive government and
vibrant communities to support entrepreneurship, tatent will be lured away.

Arizona Partnership for the New Economy

To begin finding specific ways that the state could take such a leadership role
in this new economy, Governor Jare Dee Hull appointed the Arizona
Partnership for the New Economy (APNE), a 36-member task force in
November 1999 Specifically, the group was asked to:

e Define the new economy and its importance o Arizona,

e Assess Arizona's current readiness and establish benchmarks for
measuring progress, and

e Develop strategies for correcting any perceived deficiencies in responding
to the apportunities presented by the new economy.

APNE enlisted the assistance of a consulting team composed of Palo Alto-
based Collaborative Economics and Arizona State Universily's Morrison
Institute for Public Policy. The team assisted APNE in meeting the three
objectives by sefting out the best practices of states and other regions,
identifying key areas where Arizona could be a leader in the new economy,
and assembling "hot teams" or subgroups to develop strategies for
accomplishing this goal. Table 2 (see page 10) provides an overview of the
APNE process and critical points. The APNE recommendations are described
in Chapter Three.

GSPED: A Strong Foundation

As noted above, to iruly be successful in the new economy, ali paris of the
economy must work together to form a comprehensive economic development
strategy  Arizona built a strong fouhdation in doing such when it embarked

Clusters and Foundations

What are clusters? An economic cluster is a geographic concentration of
interdependent competitive firms in related industries that do business with each
other. Each ciuster includes companies that sell inside and outside of the region
and support firms that supply raw materials, components and business services.
Clusters develop and change over time. Clusters are powerful magnets {or
businesses to locate in an area and create a spawning ground for start-up
companies. They create large, diverse pools of experienced workers; attract
suppliers who tend to congregate in their vicinity for increased efficiency; and
foster a competitive spirit that stimufates growth and innovative strategic
alliances.

Arizona has eleven cluster industries: Bio-industry, Environmental technology,
Food, fiber and natural products, High-technology, Minerals and mining, Optics,
Plastics and advanced composite materials, Senior industries, Software and
information, Tourism, and Transportation and distribution.

What are Foundations? Foundations are resources that help clusters
become more competitive. As a result, businesses within the clusters grow,
creating wealth for the community through new jobs, taxes, purchases,
volunteers and contributions. Community reinvestment in its foundation helps
clusters to become even more competitive, sustaining a healthy and thriving
econemic cycle.

Arizona has traditionally focused on seven foundations: Capital, Human
resources, information and communications infrastructure, Physical
infrastructure, Quality of life, Tax and regutation, and Technotogy.

As economic activity becomes more regionally based and more dependent on
new foundations, new thinking is required to ensure that these economic
development efforts take into account the changing situation. As such, the
framework needs to be updated o ensure that existing foundations and clusters
are abfe to adapt to the demands of the new economy and that they continue to
be connected and supported by the new foundations.

upon the Arizona Strategic Partnership for Economic Development (ASPED),
which created a framework o prioritize the state’'s economic development
efforts. Under ASPED and the resulting implementation process known as the
Governor's Strategic Partnership for Economic Development (GSPED),
Arizona identified state-wide, specific industries or “clusters” in which the state
already possessed expertise and in which there was a crilical mass of
companies and talent to garner success. The clusters were chosen because
they had iong-term potential and provided export and job-growth opportunities.
Resources or “foundations” were identified fo support the clusters. The
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GSPED process created priorities and strategies that guided economic
development in the state during the 1890s. With the changes brought about by
technological and telecommunications advances, the priorities and strategies
need to be updaied

Where Arizona Stands

Before launching inlo APNE's proposed strategies for updating and
augmenting the GSPED framework, it would be helpful io set a baseline of
where Arizona stands now. Arizena gains high marks for entrepreneurship and
economic dynamism, but scores poorly in terms of K-12 education and
research and development.

On a national fevel, Arizona ranks 1o™" according to the Progressive Policy
Institute’s 1999 State New Economy Index. The Index ranked siales against
a common set of indicators, including the level of economic dynamism, the
percent of the economy devoted fo the knowledge industry {ie, R&D and
patent creation), and the percent of the population that had access to the
internet. Arizona's number 10 ranking suggests that the state has a sirong
foundation upen which to build Heowever, when looking closer at individual
categories and the foundations that support those categories, it Is clear that
Arizona has both strengths and weaknesses.

For example, although Arizona ranks 3rd in jobs in "gazelles" (fast growing
companies) and 12th in high-technology jobs, it only ranks 23rd in industry
R&D investment as a percent of gross state product and 30th in scientists and
engineers as a percent of total jobs. This means that while Arizona has fast
growth and relatively a high ranking in high-tech jobs, the low level of R&D
investment and paucity of scientists and engineers could pose problems.
Coupled with the state's {roubled educational system, the state will be hard
pressed to increase R&D and the technical workforce needed fo stimulate

entrepreneurship further in the new economy. Also, while the state ranks high
in various measures of high-tech jobs, the breadth of such expertise is narrow
at best. Arizona ranks high in only 4 of 15 high-tech areas This suggests a
narrow base of knowledge-based industries in the state and is further
evidenced by a concentration of manufacturing {albeit high-tech) versus R&D
activities.

More troubling, however, is the state’s low ranking in terms of K-12 education-
the foundation upon which Arizona's new economy will be built. According to
the National School Board Association, Arizona ranked 49™ in the level of
expenditures per student in the 1999-2000 school year, spending an average
of §4,754 Eer pupil compared to a national average of $6,585. Arizona also
ranked 49" in the percent of students completing high school, averaging 77
percent compared to a national average of 86 percent. Furthermore, according
to a November 2000 report issued by the Council on Higher Education,
Arizona received only a “C" grading for preparing its students for college-level
education and training

Arizona’s residents recognized the imporiance of improving the situation by
passing Proposition 301 in the November 2000 election. Proposition 301 will
institute a 0 6 percent increase in the state's sales tax to provide education
funds of more than $460 million annually in the first years and growing to more
than $780 million by year ten. The tax will remain in effect until the year 2021
It is estimated that the tax increase will provide more than $350 per pupil
annually in the first years. The monies are earmarked to increase the base pay
for teachers (with allocations to provide funding for performance-based
increases), reduce class size, encourage completion, and increase the school
yvear from 175 to 180 days over % years. In addition 12 percent of the
Proposition 301 revenues are set aside for higher education and ihe state's
R&D needs.
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Morrison Institute’s Eight Characteristics of the New Economy and Possible Policy Choices

To provide a more individualized assessment of where the state stands and to provide recommendations on what the state needs to do to be more
competitive, the Morrison Institute for Public Policy of Arizona State University published, "The New Economy: A Guide for Arizona” in October 1989,
The Guide suggests that there are eight characteristics of the new economy by which the state can gauge its success in transforming itself to meet current
and future economic trends In a January 2000 follow-up to the report, “The New Economy: Policy Choices for Arizona,” the institute suggested six
actions for the state. These include more public-funding of R&D focusing on academic centers of excellence and new economy start-ups; state support of
venture capital; strengthening education and workforce training; support for cluster organizations and reinforcing regional alliances; fostering access and

technology use; and protecting the state's quality of life.

Technology is a given

As Harvard professor Michael Porter notes, today there is no such thing as a low-ech
industry. There are only iow-tech companies—ihat is, companies that fail o use world-
class technology and practices to enhance productivity and innovation.

Giobalism is here to stay

Technological advances have made communication and transportation easier, cheaper,
and more available. As a resuit globalism is a deeply embedded characteristic ofthe new
economy. Whereas places formerly looked within their countries for talent and business,
today, the search is international.

Knowledge builds wealth

“Brawn earmns little and brains much.” Knowledge and the application of it have become
the most important resource for economic competitiveness . How one does something is
now more important than what one makes.

People are the most important raw material

Given that knowiedge and application of it has become the most important resource for
economic competitiveness, the people who possess that knowledge are now the most
sought-after resource.

There's no such thing as a smooth ride

According to economist Juseph Schumpeter, progress requires the destruction of the ofd
as well as the creation of the new. He termed this process “creative destruction.” The
speed of change and increased competition means that people, companies, and
government must re-evaluate what they do and how they do it and be ready to adapl
quickly.

Competition is relentless

Giobalization, deregulation, and information technology have stripped economic security
from virtually every sector of the economy. The newest and most aggressive competitors
are usually companies that were not in the same business as just a few years ago. In
competing with each other, companies increasingly find they are racing against the clock
and even competing with themselves.

Alliances are the way to get things done

Business s learning that if it wants to compete aggressively it has {o coliaborate
generously. As speed and adaptability become more important, alliances will give
companies and governments the flexibility needed. By leveraging existing resources and
finding synergies, companies and governments can be more efficient

Place still matters—but for different reasons

The enduring competilive advantages in a global economy are often heavily focal, arising
from concentrations of highly specialized skills and knowledge, institutions, rivals, related
businesses, and sophisticated customers. People can locate anywhere; places must
compete for them.
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Table 2: APNE Process

Emergence of the New Communications/ Public Forums
Economy in Arizona Governor's Taskforce Background|Best Hot Teams Qutreach
Practices
e |n 1999. the State New Governor Jane Dee Hult The APNE Consulting Team-- | Five "hot teams” or groups o Adicles by Washington Past | Town-hails and open forums

Economy Index ranked
Arizona 10th nationally as
states prepared for the new
economy

o Governor Hul! appointed a
Higher Education Task
Force in September 1959 to
examine ways in which the
siale's institutes of higher
educalion can better
prepare Arizona's students.

o Arizona State Universily's
Marrison Institute of Public
Policy releases "The New
Economy: A Guide for
Arizona™in Ocleber 1885,
outiining the changes that
are taking place in the
economy.

e Following the release of the
report, the Greater Phoenix
Economic Councit hosted
Global 2000 to examine
further how Asizona could
prepare itself for the
economic fransformation
underway and its
implications for Arizona

o Maorrison Institute issued a
follow -up report listing policy
approaches to be
considered by the state.

formed the Arizona Parinership
for the New Economy (APNE}
in November 1999 to sustain
the strength of Arizona's
economy and global
competitiveness.

The 36-member steering
commitiee is charged with:

- Defining the New Economy
and its impaortance to Arizona,

- Assessing Arizona's current
readiness and establish
benchmarks for measuring
progress. and

- Developing strategies for
correcling any perceived
deficiencies in responding to
the opporiunities presented by
the new economy.

Caliaborative Economics and
ASLY's Mormison Instifutee.
prepared background material
on where Arizona stands in the
new economy and assisted the
Partnership in igentifying five
areas of focus

White papers were prepared to
detail how Arizona ranks in
those give areas

were formed along the priority
areas {o bring fogether a
cross-disciplinary group of
individuals drawn from
clusters, private companies,
the pubiic and non-profit
sectors, and key members of
the Partnership to contribute a
unigue perspective to each hot
team

The teams were chaired by
private-sector representatives
and developed goals and
suggested implamentation
steps for achisving
breakthrough outcomes that
woutld vault Arizena ahead in
selected sirategic areas

The groups met three times to
davelop recommendaticns of
what can be dene to make
Arizena a ieader in the given
field. An online forum was
proviged by Advantiv and
allowad members o exchange
ideas between meetings.

The recommendations were
delivered to APNE in
November 2000. APNE refined
the recommendations given
the overall framework it
gonstructed and used the
recommendations as the basis
for this report

syndicated writers Neal
Peirge and Curlis Johnson
were commissionad to
provide a snapshot of what
the new economy means 1o
the people of Arizona from
different walks of life

e The Communications Tearm
{ted by Reister-Robb} was
formed to begin designing
ways in which the APNE
messages could be
conveyed to the larger
public.

e Questions on the new
economy were included in a
West Group survey to
ascertain the level of inlerest
ang knowledge about the
new economy in the state

e APNE also designed an
online New Economy
Readiness Survey to help
organizations assess thelr
use of new economy
practices

hitpiiwww, azcommerce.con]
[neweconomy/APNE %20sur
vey/APNE Intro.htm

were heid in Douglas, Tucson,
Flagstaff. Phoenix, Yurma and
over the Northern Arizona
University {NAL} Net to brief
residents about the APNE
process and to gain feedback
on its various initiatives.

Each forum attracted 80-85
neople, with the NAU Net
event including more than 260
residents from rural Arizona

During the first quaster of 2001,
the APNE framework and
resulting recommendations will
be shared through regional
town hall meetings across the
state. The feadbaci and ideas
gamered from these meetings
will be used to shape regicnal
implementation plans during
the next phase of the project
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A Call to Action

As the previous chapler suggests, success in the new economy is not simply
about access to the Internet, investment in university research, or any single
glement It is the product of a strong web of interactions that support and
strengthen one another. It is about applying iechnology to a broad range of
industries and activities and harnessing the increased productivity that results
to promote fast, quality growth.

In the beginning of the transition to the new economy, not all regions
recognized the need for such inclusiveness. The result was a growing divide
where labor shortages grew because not all workers had the level of skills
needed and where companies found that their regions did not possess the
quality of ife amenities to attract or retain more talent.

Many states have since learned from these early mistakes and have embarked
upon initiatives to transform themselves into new economy states and increase
their residents’ quality of life. They have adopted broad statewide strategies for
increasing their knowledge base and attracting the entrepreneurship that has
led the movement loward a new economy. Their strategies work to harness
technology {o vault their economies inlo the next century, For example:

Under the Virginia Strategy, the Commonwealth of Virginia bas
established a cabinel level position of Secretary of Technology to guide
Virginia's new economy programs. in his 2000 State of the Commonwealth
Address, Governor Gilmore proposed a number of initiatives to boost the
Commanwealth's standing, including the acceptance of the nation's first
statewide Internet policy to address legisiation to support Bgovernment,
privacy, security and the protection of children; the establishment of the
Virginia Investment Partnership to encourage Virginia manufacturers (o
add production capacity, utilize state-ofihe-art technology, modernize
assembly processes, and hire more workers; and the creation of a
Virginia Tourism Corporation to tout the commonwealth's new economy
assets and to boaost its hospitalily industry.

The State of New Jersey has taken steps to wire every school for the
Internet and to train its teachers to make the most of new technologies. It
is also allocating $50 million & year to high-tech industries through R&D
tax credits and has established the Edison Partnership, a high-tech think
tank that combines the best ideas of business, academia, and
government. In her 2000 State of the State address, Governor Whitman
proposed the establishment of a $165 million economic package called
New Jersey Jobs for a New Economy to promote high-tech jobs. She
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also called for $15 million in grants to encourage the state's colleges and
universities to strengthen their math and science curricula.

The State of North Dakota has taken steps to create a high-speed, high-
capacity telecommunications backbone that will provide voice, data, and
video capacity throughout the slate at a low cost by negoliating with
service providers fo connect as many of the state's 361 communities as
possible. In 1899, Govermor Schafer appointed the stale's first Chief
Information Officer to oversee its creation. in addition, Governor Schafer
has given priority to teacher training to ensure that the teachers in the
state are able to apply the technological advances in their classrooms. The
state's Quality Schools Committee has been tasked to develop E-Leaming
initiatives, and the university system has been directed to make North
Dakota institutions leaders in modernizing teacher-training programs.

Building an Arizona Package

One way in which Arizona can avoid falling behind other states and distinguish
itself internationally will be to ensure that the advances in computing,
telecomrmunications, and networking work for everyone. Arizona can find new
ways o apply Internet tools to all industries and all aspects of society—
education, government and community—to create a betfter quality of iife and
opportunity for all. But if Arizona is to be a leader in the new economy, it must
be beld and strategic and move quickly.

Given this premise, the Partnership has focused on two principles to guide
Arizona's success in the new economy:

1. Broadening participation of Arizona businesses and cilizens by connecting
and preparing peopie for the new economy across all sectors: industry,
government, education, and community; and

2. Deepening Arizonz businesses’ and citizens' involvement in the new
economy by investing in knowledge and learning to increase the
competitiveness of industry and people.

By broadening the state's participation in the new economy, Arizona can
sirengthen its educational base, ensure that none of its people get left behind,
and can avoid the social and economic divides appearing in other regions. By
deepening its knowledge resources, Arizona can better prepare its companies
and citizens to be at the leading edge of technical and economic change. In

addition, such a base will instill the entrepreneurship and creativity needed for
success in the new econamy.

Getting the Basics Right

Arizona's fist step in becoming a leader is to get the basics right. In the new
economy, knowledge is the most prized resource. To ensure that it has an
adequate supply of this vital resource, communities must focus on building a
strong grounding in education--not only K-12 but also secondary and iife-long
learning. The slate of Arizona already has several existing programs and
initiatives upon which to buiid, including Schools First, the Arizona Regents
University and Arizona Learning System, and 0.1 percent job-training tax that
seek 1o increase the level of resources available at all levels of learning. With
the passage of Proposition 301, Arizona wili have the funds available to
integrate these initiatives and build upon their success

In addition, to its educational base, Arizona also has a strong base upon which
to improve the state's telecommunication infrastructure. The
Telecommunications Open Partnerships for Arizona (TOPAZ) will enable the
new economy to reach inio every corner of Arizona. Partnering with
telecommunications providers, TOPAZ seeks to consolidate state government
buying power (approximately %100 million) to leverage resources and
encourage the expansion of a high-speed telecommunications network to the
rural communities. Federal E-Rate funds are also available to reimburse
schools and libraries for a significant pordion of their Internet connectivity,
internal computer network connections, and equipment. Arizona's public
libraries already provide Intemnet access at 112 branches across the stale.

Strengthening New Foundations

But, as the above examples of state initiatives suggest, getting the basics right
is not enough. If Arizona wants {o be a leader in the new economy, it must do
more. The first step for Arizona could be a focus on increasing knowledge
through quality education, R&D, technology transfer, incubation, and
entrepreneurship and ensuring that the tools are applied broadly. Together,
these initiatives will produce a "knowledge-based" economy with higher paying
jobs, quality economic growth, and a higher quality of life.
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According to the National Governors’ Association, the Milken Institute, and a
host of other thoughtful organizations, such an economy has several elements
{see Table 3). Physical invesiments should focus on meeting traditional needs
as well as encouraging the development of telecommunications networks that
are sufficient to support growth. "People” investments should be geared
toward education and lifelong learning to ensure that the population possesses
the requisite knowledge and skills for the coming decades. In the same vein,
business should be supported through commercialization (incubation) centers
and methods to promote technology transfer and by finding ways to realign the
reguiatory system to reflect the new types of businesses and trends

in creating such a knowedge-based economy, Arizona need not build from
seratch. Rather, with the firm foundation set forth by GSPED, Arizona has the
essential elements in place. It needs only to integrate the various elements
and to strengthen them.

Table 3: Foundations of a Knowledge-based Economy

5 tangible elements

- A strong intellectual infrastructure (universities and firms generating
new knowledge and discoveries)

- Excellent physical infrastructure (high-speed Internet access and
other telecommunication connections)

- Good sources of capital

- Mechanisms through which knowledge is transferred from person-
to-person [ firm-to-firm

- A highly skilled technicai workiorce

2 intangible elements
- Entrepreneurial cullure
- Quality of life
Source: National Governors' Association

A Framework for Action

With the above elements in mind, APNE formed five sub-groups or "hot teams™
to examine ways in which Arizona could builld a knowledge-based economy
{see Table 4). Common trends that emerged from the discussions suggest that
such an economy would rest in four areas:

I. LEARNING: To excel in the 21 century, all citizens of Arizona must be
able to employ the tools of the new economy to increase their knowledge
base and continually improve upon it

. LINKING: So that all citizens of Arizona can take part actively in the new
aconomy, the expansion of a telecommunications infrastructure fo link ail
to the Internet and other communications tools is critical.

lll. LEADING: Leadership in the new economy requires investments that
stimulate R&D and entrepreneurship and promote the type of creativity
and forward thinking to grow and attract the talent and cutling-edge
businesses that fuel fast, quality growth.

IV. LIVING: To attract, retain and grow the type of talent and cuiting-edge
businesses that fuel success in the new economy, Arizana should support
and build communities with vibrant economies and a high quality of life.

The APNE initiatives are grouped along these four areas. They encourage
fundamental changes in the way the state is organized (both in the public and
private sectors) and the way in which different elements of the state approach
the chailenge of economic development and improving the lives of is
constituents. They emphasize the need to focus first on getting the basics right
and then broadening pariicipation in the new economy through long-term and
sustained investments.
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Table 4: APNE Hot Teams

Building Connections E-Government E-Learning Knowledge Leaders, Creative Communities
Entrepreneurs & Capital
Co-Chairs Co-Chairs Co-Chairs Co-Chairs Co-Chairs
Mary Upchurch, AT&T The Hon. Betsey Bayless, Gregy Holmes, Linda Capuano, Honeywell Sam Campana, former
Sergio Carlos, Hispanic Secretary of State The Box Seat Bill Lowe, The l.owe Group Mayor of Scotisdate
Chamber of Commerce Frank Fairbanks, Advertising Company . Drew Cohen, NeoPlanet
City of Phoenix Roy Herberger, Thunderbird, Representation

Representation

Altendance range of 20-40. Public
sector representatives from state and
iocal agencies including the Arizona
Corporalion Commission, the Arizona
Department of Commerce. the
Arizona League of Cities and Towns,
Government Information Technology
Agency, and various municipalities
and library districts. Private-sector
involvement from companies
representing ulifities, community
involvement, academia, and
economic development organizations

Major initiative areas

Assist communities in determining the
exient of their current
telecommunications infrastructure and
help themn to identify market-driven
enticements for providers to expand
that infrastructure; Develop a
statewide telecommunications
strategy that leverages existing
resources to expand market size and
to direct resources towards areas that
need technical assistance; and put
mechanisms in piace 1o make citizens
and business more comfortable in
uging technology to improve their
skills, productivity. and quality of life

Representation

Altendance range of 20-35. Public
seclor representatives from state and
local agencies including the Arzona
depariment of Transportation,
Commerce, and Revenue, the
Arizona League of Cilies and Towns.
Government Information Technology
Agency, and various municipalities
and lbrary districts . Private-sector
invoivement from companies
representing community involvernent.
academia, and ecenomic
development organizations

Major initiative areas

Develop an E-Government
teadership Council to guide the
state's E-Government activities. An &
Government Institute will be the
implementing amm of the Council
tasked with sharing best praclices
and providing practical assistance to
ail lavels of government wanting to
improve government services and "go
onfine." Best practices will include
ways o improve government
operations to be more responsive to
new economy business needs

American Graduate School of
International Management

Representation

Altendance range of 50-65 Public
seclor representatives from state and
tocal agencies including the three
state universities and varicus
community colleges Private-sector
involvement from companies
representing content providers,
corporate fralning, and economic
development organizations.

Major Inltiative areas

Develop a single portal {o provide
woridwide E-tearning resources in
one place A public-private
parinarship wilt be created fo execule
the project The resulting site is
envisionad to complement ongoing
efforis to strengthen education
throughout the state and will act as an
aggregator of content, not a producer
of it

Attendance range of 40-60. Public
sector representatives from state and
local agencies including the Arizona
Deparment of Cormmerce, the
Arizona League of Cities and Towns.
Governor's Strategic Plan for
Economic Development cluster
representatives, and various
municipalities and library districts
Private-sector involvernent from
comaanies representing venture
capital, communily involvermnent,
academia. business incubation, and
eccnomic development organizations

Major initiative areas

Support the development of ideas that
can be {ransiated or applied
commerciaily to create economic
impact through betier R&D and
technology {ransfer mechanisms at
universities; through state support of
capital formation and venture capital
funds; and through technology
commercialization resources and an
infrastructure that helps new
companies become established

Representation

Altendance range of 20-45. Public
seclor representatives from state and
local agencies including the Arizona
Department of Commerce, the
Arizona League of Cities and Towns,
and varicus municipalities and library
districis. Private-sector involvement
from companies representing utilities,
community involvement, arts and
culture, academia. and economic
development organizations

Major initiative areas

Assist communities in defining their
strengihs and weaknesses in
connecting assets and promoting
quatity of life and other amenities
demanded in the new economy A
consortium will be established to
determine ways to marke! the regions
of Arizona as new economy piaces;
orovide guidance to the E-
Gavernment institute on educating
public leaders of the demands and
changes of the new economy; and
suggest tax principtes that reflect the
needs of the new economy

Advantiv Forum

Provided an anline venue for hot leam participants to exchange ideas about brainstorming results and strategy development
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APNE

Recommendations

The goal of APNE's five hot teams was {o craft strategies that would make the
state a leader in the new economy. Importantly, they built upon existing
foundations {o hamess the power of technology {o improve the quality of life for
all of Arizona.

However, the recommendations do not attempt to make Arizona a leader in
one over-arching step. Rather, the recommendations recognize that the road
to teadership in the new economy requires forward-thinking and sustained
investment. Just as the silalte’s water needs were met with the bold, multi-
phased strategy of the Ceniral Arizona Project, Arizona's new economy
needs will be met by initiatives that are long-term and build upon existing
strengths.

The individual hot teams were chosen because they address the elements
needed in a knowledge-based economy. They are aiso areas in which Arizona
has some level of expertise that could be extended to vault the state into a
leadership position in that area.

Each team was chaired by representalives from the private sector and met
three times in a four-month period. The first meeling of each team was
devoted to defining the challenge and determining the optimal outcome for
Arizona. The second meeting focused on refining strategies. The goal of the
third meeting was to draft ideas for implementing the strategies

The Partnership took the original recommendations set forth by the hot teams
and refined them to work within the four-pronged framework. The framework
and the resulting recommendations will be shared in regional town hall
meetings during the first quarter of 2001. The feedback and ideas garnered
from the process will be used in the implementation phase

Summaries of the final APNE recommendations follow.
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BUILDING CONNECTIONS TO OPPORTUNITY

"The future is already here. It's just not very evenly distribufed.”

— William Gibson. novelist and originalor of the term "cyber space”

What's at Stake?

If the new economy is o be truly inclusive, the technological tools that have
emerged in the digital era must be accessible to all. Just as electricity transformed
how we made things and how we lived at the turn of the last century, the Internet is
transforming the way we function in this century.

By helping all of Arizona hecome "connected,” the state can make businesses
more competitive, increase the size and productivity of its workforce, strengthen
the quality of the educational system, reduce the cost of transactions between
businesses and public agencies, make many services like healthcare more
convenient, and give people more cantrol over their daily lives If it does not, the
people and companies who are not connected will be left behind.

Where We Stand

Arizona is above the national average in connecting to the Internet with 43 percent
of households connected versus the national average at 42 percent. However,
access in the state is uneven across income, ethnicity, and geography, thus
perpetuating the accessibility ‘digital divide' Further, the existing communications
infrastructure is inadequate to support many communities’ needs, and physical
build-out of facilities will be required not only to suppart breakthrough goals but
also to meet current needs of Arizona citizens.

Luckily, there is a solid base upon which to build this infrastructure. Under the
Government [nformation Technology Agency {GITA), the Telecommunications
Open Parinerships for Arizona (TOPAZ) will enable the new economy {o reach into
every corner of Arizona. Partnering with telecommunications providers to expand
telecommunications networks, TOPAZ seeks to consolidate slate government
buying power to leverage resources {0 bring Internet access tc rural communities.
In addition federal E-Rate funds are available that could be used to reimburse
schools and libraries for a significant portion of their internet connectivity, internat
computer network connections and equipment. Finally, to make such technology
more approachable, Arizona's public libraries have made several Inroads in
providing an envirenment for citizens to make use of the technology One hundred
and twelve of Arizona's public libraries offer Internef access.

The Computer Systems Policy Project (CSPP) has developed a survey that shows

communities should be encouraged and assisted in compieling this survey to get a
better sense of where they stand and what they need to do if they want to expand
their telecommunication connections

Strategic Premise

Who should provide or expand the telecommunications infrastruclure to allow
neople to connect to the Internet and the other modes of communication is a tople
of debate. There are two poles of thought: The telecommunications infrastruclure
could be expanded through state and regulatory requirements imposed on
communications providers in the same way that telephone service was universally
mandated, or the expansion could be left to market forces, with providers deciding
where to expand service based on supply and demand. The recommendations of
the hot team cluster near a mid-point of the spectrum: Infrastructure expansion
should be market-demand driven, not mandated universal service, with
municipalities deciding to whatl extent they seek to expand coverage given their
economic development goals.

For its part the state of Arizona will be a supporter, advisor and enabler of
communities’ new economy participation and will provide {echnical assistance to
communities in developing their expansion strategies

In addition, the team recommended that steps be taken to make technology more
approachable. This can be accomplished by making technology accessible in
public places such as libraries and schools, as well as by providing fraining to
show people and companies how to use the technology in their everyday lives.

Who's Doing What?

Government information Responsibie for statewide information technology planning,

Technology Agency (GITA}  coordinating and consulting. Developed tha Telecommunications
Open Parinership of Arizona {TOPAZ) framework to leverage
siate buying needs fo build a larger markel-base for
communities.

Greater Arizona Provides technical assistance for infrastructure assessment

Development Authority needs

{GADA)

Arizana Corporation Has regulatory responsibility for incorporating, securities, railroad

Commission (ACC) and pipeline safety, and ulilities

Arizona Public Libraries Provide a technology infrastructure, access to the Internet and
other communications technology and provide information
support to frain customers how to use the appliances for
everyday lasks

Schoot Facllities Board Wil provide computers to schools throughout Arizona in a ratio

(SFB)Y of 8 students to 1 computer.
Computer Systems Policy Developed a self-assessment tool to help communities

v Project (CSPP) determine the extent of their telecommunications infrastructure
communities where they fall along the "connectedness” spectrum. Arizona relative 1o olher communities.
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Initiative: Building Connections to Opportunity

Targeted Qutcome

Rationale

Strategy and Suggested
Implementation Steps

Benchmarks

Actions needed to launch

The State of Arizona will take a leadership role and be a supporting partner of communities in identifying and implementing
strategies for providing advanced telecommunications services to support business, education, economic, and community
devetopment.

For widespread participation in the new economy, the technological tools that have emerged in the digital era must be accessible to
all. However, who shouid provide the telecommunications infrastructure to connect {o those tools is a subject of debate. The hot
team believes that such lelecommunications infrastructure expansion should be market driven and not universally mandated. For
communities that do not possess the types of markets that would atiract such expansion, the state will provide technical assistance
to identify alternate sirategies.

As a first step in meeting the challenge and outcome outlined above, each community in the state will be encouraged o assess its
current telecommunications infrastructure and identify marketdriven reasons for providers to expand coverage. An already
developed list of questions produced by the Computer Systems Policy Project (CSPP} will be used as the common template. For
situations where market-share is not large enough to entice providers to enter or expand, the state will help communities find
alternate solutions through technical assistance. Technical assistance wili also be available for communities needing help completing
the assessment

On a statewide fevel, a telecommunications sirategy will be developed to ensure that existing resources are properly leveraged and
that the state's telecommunications infrastructure is rational and adeguate. it wilt include examining legistative and regulatory
obstacles to expanding services and will focus on expanding already existing resources such as the audio-visual NAU Net and the
Schools First program that is working to provide adequate hardware and connections to Arizona's K-12 schooi system.

Finally, the state and individual communities will look for ways to make existing information appliances accessible to larger portions

of the population either through schools and libraries or iechnical assistance centers at which individuals and businesses can learn
how to use the technology for their daily needs.

e Completion of 50 percent of community assessments by EQY 2001

o Development of a statewide telecommunications strategy by the 2Q of 2002

e Connection of school computers to the Internet at levels of at least 100 Kbs per computer by 2001 in conjunction with the
Arizona Schooti Facilities Board timeline and upgraded as required

Use the CSPP survey to develop a comman temptate for assessment throughout the state.

> For communities needing assistance completing the assessment, provide technical assistance funding (possibly through the
Department of Commerce or the Greater Arizona Development Authority. Funding wouid be $1 million allocated over a two-year
period).

< Create a list of existing and on-going efforts that communities could access to support the infrastructure build-out.

% Support ongoing efforis by GITA and the Arizona Telecommunication industry Council to map the state’s telecommunications
assets.

<+ Convene a summit at which information from the above exercises and the community assessments can be used to craft a
statewide sirategy.

< Within the statewide summit, develop a set of guidelines for communities to increase citizens' and businesses' comfort-evelin

using of the Internet and technology. This will allow each community to tallor the centers to their specific needs.
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E-GOVERNMENT EDGE

“Only two entities in our society are basically still operating as they were 100
years ago. One is educalion; the other is governmeni. Everything else in the
world has changed with the advance of technology, the triumph of Capitalism.
These lwo things kind of grind along in 19th century form.”

— Craig Bamrett. CEQ, intel Corporation

What's at Stake?

Citizens and business owners—having had increasing expasure {o the
offerings of the Internet and other digital tools such as wireless telephony-
now expect the same immediacy from one of their most important and often
challenging relationships—with their government The responsiveness of
government to the citizens and businesses it serves can either be an
impediment or attraction to industry and economic development. Moreover, as
the government constitutes a sizable share of the total economy, increases in
efficiency in government operations wilt be felt throughout the economy.
Finally, for those who have not yet assimilated the Internet and other
communication fools into their daily aclivities, online interaction with
government can help them become more comfortable in using such
technology

Where We Stand

The state and several of its municipalities have been recipients of national and
international rewards for EGovernment excellence. Currently 53 of Arizona 87
incorporated communities maintain a website (see Appendix}. However, the
level of service and available interaction is uneven. To bring uniformity to these
services, the state is in the process of building Arizona@ Your Service a one-

Infernat Operations {(ensuring
that ihe governmeni offices have
the necessary laols o be able lo
interact with constituents

electronically

Inter-deparimental Interactions
(sharing budgets; sharing

information)

- Local -

Transactions/E-business {GP(:)\;::T';itilng) Pubi_ic:.'civig engageme.nl
(permilling. vehicie [Qniine voling. a.cce;:lmg
registration. etc) commants. pesting

k information)

stop E-Government website or through which citizens can access government
information and services

A web survey of Arizona businesses and citizens conducted by APNE confirms
a strong desire for Egovernment services. The most useful service cited by
both businesses and citizens is the ability to apply for a license or permit,
online. Sixty-three percent of businesses and 57 percent of citizens rank this
service as the most useful E-Government service. Together with the work
already undertaken by the Government Information Technology Agency's
Digital Government Working Group, these provide a strong base upon which to
begin making more government operations electronically accessible and to
better address constituent expectations

Strategic Premise

As the diagram below suggests, there are four elements to government, all of
which are important whether the interaction is in person or online. E-
Government wilt only be effective if the operations that support those services
are effective and efficient; otherwise, E-Government will merely make cutdated
and unhelpful services accessible on the Internet

The state is already a leader in E-Government, but can set itself apart by re-
engineering its operations (the top half of the diagram) to better meet the
needs of the new economy and by providing standardized and seamless
onfine access to the state's E-Government offerings. By sharing best practices,
all levels of government will be better able to mest the needs of the rapid
changes in technology and the increased demands of citizens.

Who's Doing What?

Govermnment Information

Respongible for statewide information technology planning,
Technology Agency (GITA)

coordinating and consulting. Maintains a Digital Government
Working Group that identifies the types of government
fransactions that can be moved to the internat and polential
inhibitors to efectronic {ransactions; Released an RFP to develop
"Arizona @ Your Service "

Arizona League of Cities
and Towns

Represents the collective interests of Arizona's 87 incorporated
cities and towns at the slate and federal levels of government

ASU/ AZ L eague of Cities
and Towns Elected
Officials Training Program

Offers a two-day program for new city council members and
mayors on basic AZ government, raising revenue, ethics, and
other practical topics. More than 150 newly elected municipai
officials from around the state have completed the program.
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Initiative: E-Government Edge

Targeted Qutcome

Rationale

Strategy and Suggested
Implementation Steps

Benchmarks

Actions needed fto launch

Buiid upon Arizona's role as a national leader in EGovernment by using innovative tools to become an international leader in
providing efficient and timely services to cilizens and businesses on their terms

Knowing how techinology and the Internet have altered their daily operalions, citizens and business owners now expect the same
immediacy and interaction from their government. Governments—at the state and local levels—are racing to respond to citizens and
business owners by adopting a whole range of strategies to make their services accessible online. Increasingly, businesses are
judging governmentis on their ability to respond in such ways.

Arizona wili be a world leader in E-Government services to citizens and business by developing easily accessible, seamless services
that provide custorner satisfaction as a top priority. The first step is to estabtish a single access website —"Arizona @ Your Service"
The Government Information Technology Agency (GITA) has issued an RFP for its development. "Arizona @ Your Service" would
allow constituents to go to one website to access the various levels of government services in the state in a seamless and user-
friendly fashion.

To be capable of providing seamless and customer-oriented services, government operations must alsc be refined An E
Government Leadership Council would be appointed to lead the state's E-Government activities. An E-Government Institute will be
created as the implementation arm of the Council. The purpose of the Institute will be to share best practices among and across
various levels of government and encourage excellence in E-Government services.

e Increased access to government services oniine

e Increased proficiency among all levels of government {state, county, municipal} in adapting operations to use technology and
increased productivity as a result

e Creation and widespread use of Arizona@ Your Service by government agencies at all levels and use of the website by Arizona
citizens

*,
o

Proctamation by the Governor {o endorse agency use of Arizona@ Your Service

Determine the appropriate agency to house the Council and appropriate funding sources

< Appoint a cross-jurisdictional group to sit on the Council and to determine its priorities

> Deveiop a website for the Council/institute

»  Allocate resources needed by the Institute depending on the priorities set forth by the Council

.
Ex

3

3
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E-LEARNING

"Online comfemporary education is creating a new and disfinct educational

realm, and it is the future of education”
— Pater Drucker. Harvard Business Schoo!

What's at Stake?

People are the ultimate resource in the new economy. The effectiveness with
which people acquire, use, and renew their knowledge base is critically
important for their success in the new economy. To be competitive In the new
economy Arizona learners at all levels, including teachers, will need to employ
various methods to absorb and apply the increasing volumes of information
available {o them. If they do not, they will fall behind.

Where We Stand

Arizona currently ranks low nalionally in various measures of K-12 education
performance. Teacher preparation and access to alternate forms of learning
would greatly improve the situation, as would online resources for parents and
other non-fraditional teachers o support and monitor a student's progress. In
addition, the state maintains a number of quality community colleges and
institutions of higher learning, which are already providing a portion of their
curriculum online, as well as courses tailored to address the needs of certain
segments of the workforce.

Strategic Premise

E-Learning is only one of many tools that can be tapped to strengthen the
educational base of the state. The fundamentals of in-class learning must also
be in place. As the diagram in the Appendix shows (see page 35), the goal of
AZ Learning Online (AZLO) will be fo act as an aggregator of the best learing
resources available on the Internet for Arizona's leamers.

One priority of AZLO will be to support workforce development—the continting
education of people already working, especially in Arizona's industry clusters,
which must keep up with the rapidly changing demands of the new econamy.
On their own or through their employers, workers will have a new resource in
AZLO that helps them identify and participate in education, training, and other
knowledge acquisition critical to success in the new economy.

However, AZLO's first priority will be to focus special attention on Arizona's K-
12 teaching workforce, which must adapt rapidly to new demands for preparing

the state's youth for success in the new economy On their own or through
their schools, teachers will have a new resource in AZLO that helps them
scan, locate, and integrate new curriculum and other resources into their work

The hot team suggests that AZLO be established by a public-private
partnership that appoints a CEO and board to advise the devefopment of the
project and set standards for which content is recruited and included. The
public-private partnership witl alse provide design specifications to make AZLO
compatible with most forms of content and fo the maximum extent of
appropriate online courses that can be inciuded.

Who's Doing What?

Governor's Taskforce on
Higher Education

School Facitities Board
(SF8)

Arizona Regents University
(ARLH

Arizona Learning Systems
(ALS}

Individual tearning
institutions and other contert
providers

Other learning institutions

Arizona State Board of
Education

Charged with forecasling the state’'s higher education until 2020,
ideniifying ways 1o structure higher education to maximize Arizona's
economic development potential; and {deniifying ways 1o beiter use
lechnolegy in education

Will provide computers 1o schools throughout Arizona in a2 ralio of 8
students te 1 compuler

ARl is an internet based E-learning enlity sponscred by the Arizona
Board of Regentis and is intended lo enhance access 10 Arizong
public universilies by lowering barriers faced by Yime and place
bound students The usa of the internel for delivery frees ARL lo
concentrate on content, which is derived primarily from the £deaming
activilies al ASU. U of A and NAU

ALS is a consortium of the Arizona community coilege districts
created 1o promole statewide distance learning through the use of
Internet and interactive videc conferencing ALS has a major
emphasis on conneclivity and proposes to extend a statewide
educational network to all Arizona's universilies, communily colleges.
and K-12 schools  ALS will begin affering classes in 2601

Based in the stale and worldwide. provide access to dislance
lgarning cusricutum

Far example, the Arizona Museum of Science and Technology is
actively positicnad to be a resource for teachers and classroom
education

Has placed the Arizona Teacher Standards and Teacher Cerlification
online; is implementing a new assessment process for teachers; and
is recruiting and approving alternative teacher preparation programs
through non-raditiona delivery methods such as dislance learning.
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INITIATIVE: E-LEARNING

Targeted Outcome

Rationale

Strategy and Suggested
Implementation Steps

Benchmarks

Actions needed fo launch

E-L.earning becomes pervasive in all segments of Arizona society as a toof for teaching, learning, and conducting business. As a
result, E-Learning helps Arizona residents and companies become and remain internationally competitive in the new economy.

In a knowledge-basecd economy, people are the ultimate resource. The state needs to increase the effectiveness with which the
people and workforce of Arizona acquire, use, and renew their knowledge base With breakthroughs in communications and
information technologies, vast resources to support such a goal are available.

Create a web-based intermediary called Arizona Learning Online (AZLO) that would provide a single point of online access to E-
tearning for Arizona residents and companies. it would aggregate available E-learning courses and other resources and provide an
interoperable "super portal" through which Arizona learners and companies could find and make use of worldwide E-learning
offerings. AZLO would simplify the process of accessing and evaluating such information for all learners—from early childhood to
lifelong students.

The first priority of AZLO will be o use electronic tools and Internet resources to strengthen K-12 teacher preparation in the state by
making resources available online and by providing technicatl training o use and better apply electronic tools and internet resources
in the classroom . AZL.Q would also support the appropriate telecommunications and computer hardware infrastructure needed to
facititate online access to learning resources (see Building Connections/School Facilities Board reguirements)

e Positive impacts on learners, including:
- K-12: improvement in fundamentat reading, writing, math skills
- Post Secondary: Increase in degrees and certifications, occupational skill attainment
- Lifelong: increase in degrees and certifications, job promotions, etc.
o Positive impacts on teachers, including:
- Frequent and effective use of E-learning resources with learners
- Equal access to E-learning resources made available through the system
- Growing demand from teachers for E-learning resources
- Evidence that teachers are becoming more learning facilitators, than lecturers
- Clear definitions of the characteristics of successful "E-learning teachers” of all kinds and levels
- Increasing levels of E-learning "exports." AZLO has value and is used by teachers and learners oulside Arizona.

<+ ldentify existing organizations and key players to assemble a team to design the managing organization and business plan for
AZLO.

< Obtain seed-funding to facilitate the completion of a formal business plan {Estimated seed funding needed to develop the
business plan and technical specifications is $250,000).

% Create a board composed of private- and public sector leaders, including private-sector investors and mission-driven

stakeholders, to set the overall direction, approve specific implementation objectives, and assess progress over time.
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KNOWLEDGE LEADERS, ENTREPRENEURS & CAPITAL

"Brawrn earns liltle, brains earn much. "
—Laster Thurow

"If we build great technology, that's only because we were able to hire great
engineers"”
- Silicon Vafley CEQ

What's at Stake?

Knowledge embodied in people is the leading source of comparative
advantage in (he new economy. Successful enterprises access, create, and
use knowledge The effort includes research activiies that create formal,
explicit knowledge as well as "tacil" knowledge gained by interaction with
others Places that are able to build a "knowledge cycle” can turn R&D and
good ideas intc products and services that creale economic impact (e.g.,
increased wealth and jobs). A powerful knowledge cycle creates a multiplier
effect, attracting talent, knowledge industries and infrastruciure, and creating a
larger corporate and personal income tax base.

Where We Stand

Currently, Arizona's knowledge assets are not well understood either within the
state or oufside. Most do not associate Arizona with the knowledge economy;
they are more likely to think real estale, golf, and retirement The state
currently fags behind the national average in the amount of public money
dedicated to R&D . In addition, the state is hindered by a repulation for a weak
K-12 education system and has a low level of patent production.

Nevertheless, Arizona has key knowiedge asseis on which to build, including
two Research | universities It also possesses a weil-established and forward
thinking framework for connecling indigenous resources with  industry
strengths under the Governor's Strategic Partnership for Economic
Development (GSPED), a cluster-based economic development strategy.

Strategic Premise

White Arizona does possess a large number of knowledge resources, a
coordinated effort is needed to connect those resources and promote a
knowledge-based economy. The goal is to take good ideas and successfully
commercialize them. This requires building stronger alliances between
university research and the private seclor.

The resulting knowiedge cycle will have multiplier effect, building a critical
mass of similar industries and supporting infrastructure that altracts more
talent and creates a larger corporale and personal income tax base.

Encouraging such a cycle requires a four-pronged approach to strengthen the
state's knowledge assets and to connect them. This strategy includes
supporting R&D and technology transfer thal generates new and improved
technologies and applies them for commercial use and benefit; capilal
formation that provides angef, seed, and eary-stage financing for
entrepreneurs allowing them to become viable and profitable projects that
altract external investment; building a commercialization infrastructure
{physical and virtual incubation) that fosters an entrepreneurial envirenment for
new business growth; and alignment among the various institutions and
organizations involved to ensure the establishment of new, cutling-edge

enterprises.
Who's Doing What?

GSPED Clusters Priority industries of the state; organize economic aclivity

along those industries

University Research
Parks

ASU and UofA both established research parks to
enhance high vaiue research by facilitating collaborative
educaticnal opporiunities, use of university expertise and
equipment by research park corporations, and joint
research projects that brings about by new product
development.

Cngoing University
Research

Have identified priority research areas that will set the
universities apart as national leaders in the areas of
bioscience and biotechnology and information science
and technology The individual universilies have
initiatives to create national expertise in manufacturing,
environmental engineering, environmental science, water
sustainability, and optics (see Appendix).

Commercialization
centers/ Incubators

Three within the state; based at or near research parks {o
supply hands-on help to new businesses by providing
them with mentors, technical experis, and iab and office
space.
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Initiative: Knowledge Leaders, Entrepreneurs and Capital

Targeted Outcome

Rationale

Strategy and Suggested
Implementation Steps

Benchmarks

Actions needed to launch

Make Arizona a recognized new economy feader and entrepreneuriai hot spot through support far R&D, technology transfer, capital
formation, and incubation sustained by & knowledge infrastructure

R&D and technology transfer, commercialization, and capital formation are al part of a knowledge cycle driving new economy
success. This cycle begins with the development of an idea and ends with commercialization and the creation of economic impact
(e.g., increased wealth and jobs). Places with powerful knowledge cycles are able to build a critical mass of knowledge industries
and infrastructure, altract talent, and create a larger corporate and personal income tax base. For Arizona to buiid such a knowledge
base will require connecting and strengthening the knowledge resources already available and supporting sources of capital for
emerging companies.

To promote such a knowledge cycle, a four-pronged approach is recommended which includes:

R&D and technology transfer that generates new and improved technologies and makes them available for
commercialization;

Capital formation that provides ange!, seed, and early stage financing for entrepreneurs that makes them financially viable and
attractive to external investment (inciuding providing a profit participation mechanism for the state; developing criteria to define
"qualified investment,” and supporting legisiation that will increase the availability of local seed and venture capital and that will
enhance the seed and venture industry in Arizona),

Strengthening of a commerciaiization infrastructure (physical and virtual incubation) that fosters an entrepreneurial environment
for new business growth; and

Alignment among existing and future stakeholder institutions that ensures an integrated approach

Increase in R&D expenditures by universities, research institutions, and corporations

Increase in the number and value of technology licenses issued by research institutions to local companies
Increase in the size and number of venture capital deals .

Decreased residence time of stari-ups in commercialization/incubation centers

increase in the success rates of companies using commercialization infrastructure and resources

Collaborate with the Arizona Board of Regents to determine allocation of Proposition 301 funding for R&D and technology
tfransfer programs at state universities.

Suggest legisiation to build a venture capital fund for capital formation {Suggested funding is $260 milllon).

The Arizona Board of Regents, the Arizona Department of Commerce, and other relevant organizations should provide $5
million and cooperate to develop a long-term model to improve technology transfer, business incubation (hands-on help to new
businesses by providing mentors, technical experts, and lab and office space), and pre-seed investment 1o ensure close
finkages with university research priorities and the establishment of new cutting-edge enterprises in the state.
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CREATIVE COMMUNITIES

"“Wherever knowledge workers cluster, whether in small towns or in big cities,

that is where wealth wilf accumulate "
—Joel Kotkin. The New Geography. How the Digital
Reveolution is Reshaping the American Landscape

What's at Stake?

Technological advances and the age of the Internet have changed the way
people and companies function. It is now possible for people to live, work, and
play anywhere. The challenge for Arizona will be to nurture the types of
communities with vibrant economies, rich cultural amenilies, good schools,
access to higher education, housing choices, cultural amenities, mixed-use
development, and entertainment that attract, retain and grow the flalent
necessary to be competitive in the new economy. Equaily important, the state
must do so white maintaining its strong quality of life.

Where We Stand

Arizona has all of the ingredients necessary fo build the types of communities
that will attract and grow talent and cutting-edge businesses. However it is not
yet thought of as a new economy "Hot Spot.” Communities in the slale are
beginning to define their goals for participation in the new economy. For some,
the goal is simply to offer its resldents the ability to connect to the
communication tools available so that they can participate in the opportunities
therein For others, the goal is to gain recognition in the rew economy as a
community of creative and forward-thinking companies so as to attract more
talent and business to the state.

Strategic Premise

Whereas the other hot team initialives are geared toward building the
foundations necessary to succeed in the new economy, the crealive

o Communfies.

knovledge

Elearning / EGovernment

: Buiidlng Connectzons loOppor{umty Sl

communities team focused on the top of the needs hierarchy—pulling these
initiatives together to build communities that will grow, attract, and retain the
talent that will staff leading industries (see graphic below). Creatling such
communities requires building upon the strengths of the individual communities
that make up the state and finding ways in which those strengths can be
translated to attract and grow talent Such an agenda recognizes that the list of
amenities demanded of places is not static, and that communities shouid
continually look for ways fo build upon their strengths and use the new
economy lools feo improve themselves In addition to slrengthening its
communities, the state must look {o market its resources nationally and
internationally, This includes touting traditional economic development
resources (workforce, low business costs, and natural resources), as well as
new economy amenities.

The team also developed a fist of principles for the state o consider, as it may
very soon need to revise its tax structure to better fit its evolving economic
base. The principles itake into account the changes laking place in the
economy and the varying array of companies that are emerging The principies
set forth ideas to be considered to promote equity and viability of the state's
tax structure (see Appendix})

Who's Doing What?

Represents the collective interests of Arizona's 87 incorporated
cities and towns at state and federal levels lo promole local self-
government and municipal independence.

Arizona League of Gities
and Towns

Provides programs and funding in place to market the regions of
the state (o tourists.

Arizona Office of Tourism

Market their individual regions as venues for business relocation
and investment

Regional Econornic
Development
QOrganizations

Support the growth and development of business and the quality
of life of Arizona’s communities by keeping businesses informed
and connected

Locai Chambers of
Commerce

Workforce Development Program/Job-training tax provides
funding for workforce development and works fo align
development programs to cusrent and future industry trends and
needs

Arizona Depariment of
Commaerce

For example, Termpe is building the "Tech Oasis" and downtown
Phoenix is evaluating what it can do to build a downtown that is
attractive to smaller technology and creative services firms,

Individual city initiatives
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Initiative: Creative Communities

Targeted Outcome

Rationale

Strategy and Suggested
Implementation Steps

Benchmarks

Actions needed to launch

Build creative communities in Arizona that grow, attract, and retain talent and cutting-edge businesses from all over the world.

Technological advances and the coming of age of the internet have changed the way people and companies function. The personal
computer and a medem allow people to connect to others from home, on the road, or from the most remote communities or they can
choose to telecommute or arrange nen-traditional structures of work. The challenge for Arizona will be to nurture the types of
communities with a vibrant economy, rich cultural amenities, good schools, access to higher education, housing choices, mixed-use
development, and enlertainment that attract, retain and grow the talent necessary to be competitive in the new economy while
malintaining the state's strong quality of life.

A two-pronged effort of helping communities define their goals in the new economy and of marketing the state's new economy assets
both internally and worldwide is suggested. The first prong will be to create a Creative Communities Consortium that will help
communities learn from one another and to define their own goals for becoming a new economy comimunity. The Consortium will
also share the best practices of other regions and provide input to the E-Government Institute on briefing pubiic officials of changes
and demands of the new economy. The second strategy will be based on regional efforts {o market the state's regions internationally
and will include considering the creation of a website to tout the state's many workforce resources

in addition, the state should consider a set of new economy Tax Principles to make the state's tax structure more conducive to the
changing and forecasted needs of businesses

increased economic activity measured by an increase in new, cutling-edge business
A recognition of the state and its region as "new economy places.”
Wealth creation and an increase in the state’s overail standard of living

Changes in zoning ordinances and tax structure as appropriate to support changing economic/business development needs
Improved quality of life in the state

Use of Internet sites created by the Consortium

<+ The Arizona Depariment of Commerce will host a summit within 90 days that convenes key players within the state to define
further the mission and objective of the consortium and to outline its implementation.

<+ Obtain appropriations in the magnitude of $1 per capita biannually or $2 5 million annually for marketing the state. Half of the
monies wili be used to market the state nationaily and internationally. The remaining half will be used for regional marketing
efforts and will be matched by the regions along the lines of the Office of Tourism model.

<+ The Arizona Department of Commerce will further assess the need and feasibility of a workforce rescurces website and will

repart its findings at the Consortium Summit.
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Next Steps

To foilow-up on the recommendations in this report, the Partnership will require
an implementation strategy. To be successful, the strategy should include a
strong vision and leadership from business and government leaders,
collaboration among many stakeholders, alllances and public-private
pastnerships, action by state government, education, clusters, regional goups,
and a "boltom-up” process involving as many stakeholders as possible.

To accomplish all that is ouflined in the previous pages, APNE recommends
the {ollowing steps:

*,
Lx3

Establishment of a statewide economic parinership that wiil guide
implementation of the APNE initiatives around new econamy foundations

A process {o gain support from key groups

Regional implementation teams to develop regional strategies to promote
new economy initiatives

Designated “champions” for APNE initiatives

.
L

*,
o

Statewide Economic Partnership

To guide the stale's new economy initiatives, APNE recommends the
establishment of the Arizona Economic Partnership, a statewide economic
partnership thal would incorporate the recommendations and initiatives
proposed by APNE with the existing GSPED structure. Through the APNE
process, new foundations for the new economy have been identified:
telecommunications  connections, E-learning, E-government, knowledge
leaders, enirepreneurship, and creative communities,

One of the roles of the Arizona Economic Partnership will be to ensure that
GSPED cluster industries are connected to these new foundations. Clusters
represent the priofity, targeted industries for development as part of Arizona's
new economy. Therefore, they should be integraied and supported under the
Arizona Economic Partnership umbrelia

The Parnership would be created by Executive Order of the Governor and
would ftransform the current Commerce and Economic Development
Commission {o be geared toward new economy objectives. The Partnership
would:

1. Develop, implement, and revise Arizona's economic development strategy;

2. Establish outcome measuras to track progress of the state’s transition into
{he new economy;

3. Influence state policy and legisiation; and
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4. Collaborate with other entities, including regional groups and cluster
groups.

The Partnership would be composed of members appointed by the Governor
Membership would represent the private sector, universities, nonprofil
organizations, and state and local government The Governor should appoint
co-Chairs and should include the Director of the Arizona Department of
Commerce as one of the government representatives. The Arizena
Depariment of Cormmerce will provide staff support for the Partnership.

The Parinership could be organized into committees co-chaired by members
of the Parinership and would include leaders not on the Partnership. The
following commitiees would be included in the Partnership:

Knowledge {R&D, technology transfer)
Capitat and commercialization
Connecting

Learning

Creative community

Markeling

implementation teams would be formed from the APNE recommendations and
guided by the Arizona Economic Partnership. Champions for each team woutd
be drawn from the APNE hot team co-chairs, state, regional, or cluster
leadership. Each team would develop a specific implementation plan with
outcomes. Each of the teams would focus on the new foundations that have
importance for regions and clusters, as welt as statewide.

Gain Support from Key Groups

Once the Partnership is established the APNE results will be reviewed in
regional summit meetings where implementation strategies for regions will be
identified using an interactive Town Hall process. This process will seek buy-in
from regional organizations and a commitment to regional slralegies. The
following regions would be involved: Central Arizona (Pinal and Gila counties);
Greater Phoenix region (Maricopa county); Greater Tucson region (Pima
county); Northern Arizona (Apache, Coconino, Navajo, and Yavapai counties);
Southeastern Arizona region {Graham, Greenlee, Cochise, and Santa Cruz
counties); and Western Arizona (Yuma, La Paz, and Mohave counties).

Arizona's recognized industry clusters will not only participate in these regional
meetings, but will also develop their own action steps for connecling to the
new ecanomy foundations and implementation within regions

A statewide summit will be conducted to pull tcgether regional and clusters
groups involved in implementing the APNE results

Schedule

Implementation would begin in January 2001 with the release of the APNE
report and the Governar's State of the State.

)

»  Regional Summit meetings would take ptace from February-April 2001
»  Regional implementation teams would start in February 2001

»  Statewide Summit would take place in late Spring 2001

s+ Arizona Economic Partnership carries {forward implementing APNE

e 0.0 I’O

Arizona Partnership for the
New Economy

Implementation Strategy

Implementation Partnership

Regions ) Clusters
Regional New 4. Implementation _ o Connecting to
Economy Process Foundation
Strategles L F:?J'!:ces

\4 New Economy Foundations
Connecting Knowledge
E-Government v R&D
E-Learning v Capilat
Creative Communities v Tech Transfer

v Incubatien
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Appendix

Project road map

Commonly used acronyms

New economy tax principles

Arizona communities online

Computer Systems Policy Project
telecommunications guide description
Arizona Learning Online

Research priorities at Arizona universilies
Leadership and supporting organizations

[~ AL AN R

e B
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I. APNE Project Road Map (May — December 2000)

“Avizona Partnership fo?
- the New Economy =
. Phasesi&ll

Legislative N
/ Package \ v
E Néw E”:conomy ;' Action
“Framework / Initiatives
New Economy L
/ Message
Phase | Phase ll Phase lli:
Impiementation *
< B < b < B
May 2000 June July December 2000 Jan 2001

* Phase HE Implementation will be undertaken by the proposed Arizona Economic Parinership
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ll. Commonly Used Acronyms

ACC ARIZONA CORPORATION COMMISSION

APNE ARIZONA P ARTNERSHIP FOR THE NEW ECONOMY

ASPED ARIZONA STRATEGIC PLAN FOR ECONOMIC
DEVELOPMENT

CSPP COMPUTER SYSTEMS POLICY PROUECT

Ill. New Economy Tax Principles

GADA
GITA
GSPED

TOPAZ

(GREATER ARIZONA DEVELOPMENT AUTHORITY

GOVERNMENT INFORMATION TECHNOLOGY AGENCY

GOVERNOR'S STRATEGIC PLAN FOR ECONOMGC DEVELOPMENT

TELECOMMUNICATIONS OPEN P ARTNERSHIP OF ARIZONA

With the changing nature of the economy {e g. more service-oriented industries, emergence of intangible products, etc ) the state may very soon need to revise ils
tax structure to better fit the changing nature of businesses. The “New Economy Tax Principles” take into account the changes taking place in the economy and
the varying array of companies that are emerging.

Standard Principles

New Economy Principles

Equity

Ability to pay- Is the tax system either proportional or progressive in its
incidence among income groups? Are taxpayers with simifar income taxed
uniformly?

Benefits received- Is the tax burden refated to benefits received by individuals
and businesses?

Stability: ts the revenue raised by the system stabie oris it highly sensitive to
ecenomic fluctuations in the short run?

e Administration. Is administration of taxes by the government professional, fair and

cost-effective?

e Compliance: Is compliance with tax provisions, on the part of businesses and

consumers, simple and inexpensive?

e Exportabilify; To what degree is the tax burden shiftable to “outsiders”, such as

tourists, the federal government, or ouf-of-state business?

» Invesiment: Does the tax system encourage savings and productive investment
in plant, equipment, peopie and technology?

> Efficiency: Does the tax system distort decision-making by consumers or
businesses?

«  Growth. Does the {ax system generate revenues that grow in proportion to the
state's economy, over time, eliminating the need for frequent changes in tax

rates?

» Diversity: is the base of the tax system as broad as possible, so that tax rates
and burdens are as low as possible?

« Neutrality: Does the tax system affect compelitors uniformly, fostering a "levet
playing field” for state base businesses?
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IV. Arizona Communities with an Internet

Website

Avondale
Benson
Bullhead City
Camp Verde
Carefree
Casa Grande
Cave Creek
Chandler
Chino Valiey
Clarkdale
Cottonwood
Douglas
Eagar

El Mirage
Flagstaff
Fountain Hills
Gila Bend
Gilbert

Glendale
Goodyear
Holbrook
Litchiield Park
Marana

Mesa

Oro Valley
Page

Parker

Payson

Peoria
Phoenix
Pinetop-Lakeside
Prescolt
Prescolt Valley
Quartzsile
Queen Creek
Safford

Sahuarita
Sedona
Show Low
Sierra Vista
Springerville
St Johns
Superior
Surprise
Tempe
Thatcher
Tombstone
Tucson
Wickenburg
Willcox
Williams
Winslow
Yuma

V. Readiness Guide for Living in the
Networked World

The Compuler Systems Policy Project (CSPP) “Readiness Guide for Living
in the Networked World” is a selfassessment ool to help communities
determine how pepared they are to parlicipate in the "Networked World " The
first step for communities is to understand where they stand compared to other
communities that have a more advanced telecommunications infrastructure.
The Guide also provides a vision of where communities would need to be to
attain certain telecommunications goals.

The matrix developed by CSPP contzins five key categories that CSPP
believes best represent the elementis that need o be in place for a truly
connected community. They are:

-]

The Network (Infrasfructure}—the backbone technologies and
infrastructure that connect communities o the Internet.

Networked Places (Access)—places where people can access
communications technology.

Networked Applications and Services—how communilies apply the
technology and connections to make them meaningful and purposeful

Networked Economy—the presence of economic foundations 1o
encourage the use of the technology and improvements because of it.

Networked World Enablers—key levers that will support the dhanges of
a more connected world (e.g. Policies that make the exchange of
information secure and private, that will ensure that a viable legal
framework is in place, and tha! promote more connections).

More information about the Guide can be found al: www.cspp.org.
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VI: Arizona Learning Online

Learners

Current private
sector workers
needing to keep
pace in the New
Economy

K-12 educators
responsible for
preparing
Arizona'’s next
generation to
suceeed in the

Arizona

New Economy

)

AZ Learning
Online

Muarch learners
and providers
Guateway iv
existing resources
Lasy access
Muaximize choices
Interoperability
Information on
quality content
Leading edge
research
Attract new
private sector
investment
Everrually
become self-
supporing

Global
Providers

Arizona colleges
and universities
{public and
private}

Other U.S and
international
institutions
{pubtic and
private)

VIl. Research Priorities at Arizona’s
Universities

Arizona's public universities have the mission of providing instruction,
research, and public service for the state of Arizona. The universities each
have a different role and vision, as well as a different student body. Together,
the three universities have identified areas in which they can distinguish
themselves nationally-both as a group and individually The three aim to be
national leaders in the areas of bioscience and bictechnology and information
science and technology. The universiies have also put forth initiatives to
create expertise in manufacturing, environmental engineering, environmental
science, water sustainability, and optics.

Research institutions

Several years ago, the Carnegie Foundation for the Advancement of Teaching
developed a classification system for U.S. universities based upon their
missions. The 1894 Carnegie classificalion groups instifutions into categories
by both the levels of degree offered and the comprehensiveness of their
missions. The categories are as follows:

o Research I These institulions offer a full range of baccalaureate
programs, are committed to graduate education through the doctorate
degree and give a high priority to research. They receive at least 340
million in federal support annually for research and development and
award at least 50 Ph.D. degrees each year.

o Research l: These institulions offer a fuil range of baccalaureate
programs, are committed to graduate education through the doclorate
degree and give a high pricrity to research. They receive between §15.5
milion and $40 million in federal support annually for research and
development and award at least 50 Ph .D. degrees each year.

e Doclorate-granting I: Besides offering a full range of baccalaureate
programs, the mission of these institutions includes a commitment to
graduate education through the doctorate degree. They award at least 40
Ph.D. degrees annually in five or maore academic disciplines.

@ Doctorate-granting II: Besides offering a full range of baccalaureate
programs, the mission of these institutions includes a commitment to
graduate education through the doctorate degree. They award 20 or more
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Ph.D. degrees in 4 least one discipline or 10 or more Ph.D. degrees in
three or more disciplines annually.

Northern Arizona Universily (NAU) is a Level | Deoctorate-granting university
Both the University of Arizona (UofA)} and Asdzona State University (ASU) have
attained Research | status, giving Arizona two of the 88 Research | universities
in the country. This is especially imporiant in terms of the major role high-tech
industry plays in the state, since high-tech needs research universities to
prosper.

Arizona's Research Activities

The following areas have been identified by each of the three Arizona
universities as research priorities under the Governor's Taskforce on Higher
Education. -

Arizona State University

Bioscience and Biotechnology

- Molecular Cellular and Tissue Engineering
- Functional Genomics

- Structural Biology

Information Science and Technology
- Center for Embedded Systems
- Software

- Telecormmunications Research

Individual Initiatives
- Manufacturing Institute
- Material Sciences (including nanostructure science and technology)

Northern Arizona University

Bioscience and Biolechnology

- Biolechnology, Plants, and Human Health

- Emerging Infeclious Disease

- Heavy Metails and Cancer

- Biotechnology, Genelic Medicine and Society

Information Science and Technology
- e-Leaming Initiative

- Software

- Telecommunications Research

Individual Initiatives
- Environmental Engineering
- Environmental Sciences

University of Arizona

Bioscience and Biotechnaology

- Genomics research

- MRI Center for Cognition and Neuroimaging
- Bioinformatics

Individual Initiatives
- Oplics
- Water Sustainability

VIIl. Leadership and Supporting
Organizations

The work of the Partnership and the facilitation of the group's work by the
Collaborative Economics/Morrison Institute consulting team were made
possible by generous contributions from the following organizations:

State of ArizonafDepartment of Commerce

Jackie Norton, Director

Craig Sulflivan, APNE Project Manager

The Arizona Department of Commerce (ADCC) is the state's communily and
economic development authority. [t works with communities, businesses and
economic development organizations to build the foundation for a strong
economy and superior qualily of life through the development of competitive
industries and sustainable communities.

Greater Phoenix Chamber of Commerce

Valerie Manning, President and CEQ

Established in 1888 and represeniing more than 4,000 companies with more
than 385,000 employees, the Greater Phoenix Chamber is Arizona's oldest
and largest chamber. The Chamber has been a leader in helping the
community recognize and adapt to changing economic and business
conditions, joining with private and public organizations to help lead the
Arizona Partnership for the New Economy. Recently named the most
influential organization in the Valley by the Business Journal, it is strengthened
by high-guality programs such as BidSource, a government procurement
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program, and affiliations with the Greater Phoenix Black Chamber of
Commerce, the North Phoenix Chamber of Commerce, and the South
Mountain/lLaveen Chamber of Commerce. The Chamber plays a valuable
leadership role in supporting the success of area husinesses, improving the
quality of life for the communily, and championing the voice of business in
government, which results in an informed, connected, and prosperous
business environment.

Greater Phoenix Economic Council

Rick Weddle, President and CEQ

The Greater Phoenix Economic Councii (GPEC) was founded in 1989 io serve
the region through establishing a collaborative network for promoting and
sustaining the economic vitally of Greater Phoenix. Our vision is for the
Greater Phoenix region to become widely recognized as a successful region
and a leader for economic opportunities and sustained improvement in quality
empioyment, per capita income, and {ax base.

The mission of GPEC is to leverage region-wide, public-private resources to
create high-quality jobs by attracting and growing globally competitive high
value-added firms. GPEC is guided and strategically focused by two specific,
long-range goals:

e Marketing the region o generate largeted opportunities; and
e Connecting public and private allies and leveraging resources to capture
opporiunities and improve competitiveness

Greater Phoenix Leadership

Tom Browning, Executive Director

Founded in 1975 by business and civic leaders, Greater Phoenix Leadership is
a non-profit organization comprised of presidents and CEQs of corporations
throughout the Phoenix metropolitan region

The mission of Greater Phoenix Leadership is to improve the greater Phoenix
area and the state of Arizona by bringing together talent, resources, and
teadership to create action or priority issues.

Greater Tucson Economic Council

Larry Aldrich, Acting President

The mission of the Greater Tucsen Economic Council {GTEC) is to attract and
retain quality jobs for Greater Tucson. GYEC serves as the focal point for the
public and private sectors to identify economic issues and to coordinate and

facilitate relevant economic development activities that are critical for the
financia! health of the community

GTEC, in collaboration with state and regional partners, has implemented a
cluster-based economic development strategy focusing on Tucson’s industry
clusters of oplics, information technology, environmental technologies, industry -
and aerospace, bioindusiry, teleservices, and plastics/advanced composite
materials. The industry clusier practice has gained Tucson and Pima County
international recognifion in Canada, Scotland, and New Zealand and as a
noted "best practice” by Fluor Daniel Consulting. With the responsibility for
strategic business recruitment and sirategic planning, GTEC plays an
important role in the development of Tucson and Pima County's future as a
ieader in the knowledge-based global economy.

The work of APNE was also facilifated through the fechnical and professional
expertise of the folfowing companies:

Reister-Robb

Tim Reister, President

Reister-Robb is a full-service advertising and public relations agency that has
been on the inc. 500 fist for the last four years as one of the fastest growing,
privately held firms in America. With offices in Phoenix, AZ and Berkeley, CA,
Reister-Robb handies a myriad of clients across a broad range of categories

Advantiv

Margaret Gorsche, Manager, Knowledge Development

Advantiv. was formed in 1897 with the vision of creating technology that
dramatically reduces the cost, time and risks associated wilh buying and
seling complex products and services. Advantiv is a business soiutions
provider that leverages the Internet to drive people, process, knowledge, and
expertise across the enterprise and supply chain to achieve breakthrough
results. Advantiv hosted an online forum where APNE hof team participants
could go to share ideas

Kinetic Thinking, LLC

Charlie Martin, President

Kinetic Thinking is a professional services firm focused on bringing the power
of the Internet to inter-business relationships and transactions. As taclical
advisors, Kinetic Thinking helps businesses profit by creating honest, practical
solutions
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