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About the Report

The report was prepared by Praxis Strategy Group
and Joel Kotkin. Authors from the Praxis team include
Delore Zimmerman, Mark Schill, Matthew Leiphon,
and Ryan Aasheim. Zina Klapper provided editing

and additional research. Praxis Strategy Group is

an economic research and community strategy
company that works with leaders and innovators in
business, education, and government to create new
economic opportunities. Joel Kotkin is an internationally
recognized authority on global, economic, political and
social trends.

About the U.S. Chamber of Commerce

The U.S. Chamber of Commerce is the world’s largest
business federation representing the interests of

more than 3 million businesses of all sizes, sectors,
and regions, as well as state and local chambers and
industry associations.

About the National Chamber Foundation

The National Chamber Foundation (NCF), a nonprofit
affiliate of the U.S. Chamber of Commerce, is dedicated
to identifying and fostering public debate on emerging
critical issues. We provide business and government
leaders with insight and resources to address
tomorrow’s challenges.

About the Campaign for Free Enterprise

The Campaign for Free Enterprise (CFE) is the

U.S. Chamber of Commerce’s comprehensive,
multiyear campaign to support free enterprise and
entrepreneurship through national advertising;
grassroots advocacy; citizen, community, and youth
engagement; and research and ideas leadership.

The opinions and conclusions expressed or implied
in the report are those of the research agency. They
are not necessarily those of the National Chamber
Foundation and the U.S. Chamber of Commerce.
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June 13, 2012

Dear Colleague,

As the U.S. Chamber of Commerce celebrates its 100" anniversary, the National Chamber Foundation, along with
the Campaign for Free Enterprise, is reaffirming our commitment to free enterprise, history’s premier economic
system and an important aspect of America’s greatness. As part of that commitment, we are releasing the

third edition of our study, Enterprising States, which takes a comprehensive look at how states are creating an
environment in which the private sector can thrive.

The nation’s top priority continues to be our economy, and as you will soon read, our study focuses on what
states are doing to address this challenge, invest in the future and create jobs. The ability to implement forward-
looking economic policies that allow the private sector to expand is vital to this country’s future, and each state is
tasked with doing so to achieve growth.

In addition to updating the data for the overall economic performance along with the five specific policy domains
for each state, this year’s Enterprising States has a section highlighting the states that are most likely to grow,
create jobs and prosper in the coming five to 10 years. A key component to growth is providing the tools,
support, and tax and regulatory environment to allow businesses to innovate and be competitive.

As in the past, we hope that you find this study to be interesting and useful in understanding the important role
that states serve in our nation’s economic future and success. The U.S. Chamber of Commerce looks forward to
the next hundred years of standing up for free enterprise and encouraging an environment in which businesses
and entrepreneurs can prosper.

Sincerely,
=

Tt

Margaret Spellings
President
U.S. Forum for Policy Innovation



Executive Summary

Beating Expectations: How States Defy the New
Normal

Troubled by economic stagnancy and high
unemployment, many pundits and policy makers

are referring to the U.S. economic malaise as the
“new normal,” claiming that we have reached both
technological and economic plateaus. To be sure, the
relative weakness of the current recovery — arguably
the weakest in contemporary history — does support
the “new normal” thesis.

Not everyone, or every state, accepts the notion of
inevitable, slow growth and gradual decline. From

the onset of the recession, some states have largely
avoided the downturn. By the end of 2011, six states
— North Dakota, Wyoming, Alaska, Utah, Texas, and
Montana — showed more than 8% job growth over the
past decade. Another 22 had shown some, although

less robust, employment increases compared to 2001.

More important still, nearly every state enjoyed some
overall private-sector job growth between January
2011 and January 2012. Most critically, growth has
spread to many states hardest hit by the recession,
including Michigan, California, and Florida. The
strongest job growth continued to take place in other
states, notably Louisiana, Oklahoma, Texas, Utah, and
North Dakota.

The new geography of growth reflects many of the
intrinsic strengths of the U.S. economy often missed
by many policymakers and commentators. After a
brief lapse, the country is already outperforming all
its traditional high-income rivals in Europe, as well

as Japan, as it has done for most of the past two
decades.? Key U.S. assets include surging agricultural
and energy production, the general rebound in U.S.-
based manufacturing, and unparalleled technological
supremacy. The country remains attractive to both
foreign investors and skilled immigrants.

For the U.S. to be successful, this new geography

of growth needs to extend across the 50 states and
expand for long enough to significantly lower the high
rate of unemployment. This will require something
more than a single-sector focus. Attention must be
paid to both basic and advanced industries since
innovation and technology growth alone cannot turn
around most regions and states.

More than anything, governments and business
leaders need to appreciate how these sectors interact
with each other. To be effective across all geographies,
innovation must be applied to a broad array of
industries, including but not limited to computers,
media, and the Internet. Innovation and new
technologies are also a means to unlock the productive
potential of both mundane traditional industries and the
service sector.

States striving to do well in this environment face many
barriers to fostering economic growth and creating
jobs. These barriers include the high level of debt in
many states; a growing skills mismatch between the
workforce and the jobs available within a state; and
outdated regulations and taxes that serve as barriers
to free enterprise.

Policies that Produce

In the ebb and flow of the global economy, states can
no longer rely solely on strategies of keeping costs
low and providing incentives to attract footloose,
commaodity-based branch plants or offices. Instead,
states must create the right business climate that
allows companies and entrepreneurs to create 21st
century jobs.

Dramatic changes in the scope and scale of the

global economy have significantly altered the nature

of foreign competition. Jobs are the new currency for
leaders across the globe, and those who can create
good jobs will own the future.® With 95% of the world’s
customers now living outside our borders, trade with
other countries is a key part of our economy that will
continue to be important long into the future.

Businesses need a highly skilled workforce — which
includes many workers with certificates or two-year
degrees — that is able to perform the jobs of a 21st
century economy. States that are able to get students
involved in the STEM fields — science, technology,
engineering, and math — will be the most competitive.

Innovation, now the essential driving force for creating
and sustaining economic opportunities, is much
more multidisciplinary and global in scope than ever
before. Innovation and market cycle times are much
shorter and continue to accelerate. This makes it
more important than ever that states provide the
tools, support, and tax and regulatory environments



for companies to continuously innovate without
onerous delays and burdensome costs that put
their entrepreneurs and businesses at a competitive
disadvantage.

Enterprising States 2012 takes an in-depth look at

the specific priorities, policies and programs of the 50

states and Puerto Rico. Generally, the states fostering

economic growth and creating jobs today — and those
most likely to grow in the next decade — are defined by
the following broad policy approaches:

Parlaying their natural resources and historically
competitive industry sectors into 218t century job-
creating opportunities

e Paying attention to and addressing their
competitive weaknesses

e Supporting their companies’ business
development efforts to reach an expanding global
marketplace

e Creating a fertile environment and workforce for a
technology-based and innovation-driven economy

¢ Investing in infrastructure — digitally and
physically engineered — that meets the operating
requirements of business and connects businesses
to markets and customers

e (Getting government, academia, and the private
sector to collaborate effectively to make sure that
more new ideas developed by companies and in
research labs scale up into industries

e Taking steps to make existing firms more
productive and innovative, creating an environment
in which new firms can emerge and thrive

¢ Maintaining an affordable cost of living for middle-
skilled and middle-class employees

e Promoting education, workforce development
and entrepreneurial mentoring to continually fill the
talent pipeline

e Fostering an enterprise-friendly business
environment by cleaning up the DURT (delays,
uncertainty, regulations, and taxes), modernizing

government, and fixing deficiencies in the
market that inhibit private-sector investment and
entrepreneurial activity.

State policies and programs that most effectively
promote job creation are rooted in market reality.

This means building on the existing core industries
and technological advantages of a state while
pursuing opportunities in growing and emerging
sectors. Building on and sustaining existing economic
momentum remains a key means of guaranteeing
success in the future.

Huge increases in food exports, domestic energy
investment, a revived manufacturing sector, a
burgeoning tech sector, vital demographics, and
increased investment from abroad create a strong
base for long-term secular recovery of the U.S.
economy. Rather than facing a dismal future of the new
normal, we may actually be on the cusp of a recovery
that could become one of America’s finest moments.
The key to making this work, for the states and the
nation, lies in policies that promote broad-based, long-
term economic growth.



Beating Expectations: How States Defy the New Normal

Since the financial panic of 2008, “the new normal” has
become the phrase of choice to depict the future of the
American economy. Coined by Mohamed El-Erian at
PIMCO, the phrase has been used to describe our world
as one “of muted western growth, high unemployment
and relatively orderly delivering,” by Bill Gross, the
company’s managing director.

This notion of reduced expectations has been widely
accepted by economists on both the left and the

right. Libertarian writer Tyler Cowen, in his landmark
work The Great Stagnation, makes many of the same
points, claiming that the U.S. “frontier,” has closed
technologically as well as in terms of human capital

and resources. He maintains that we already have
harvested “the low-hanging fruit” and we now rest on a
“technological plateau,” so any future economic progress
will be difficult to achieve.?

To be sure, the relative weakness of the current recovery
— arguably the weakest in contemporary history — does
support the “new normal” thesis.® But not everyone, or
every state, accepts the notion of inevitable, slow growth
and gradual decline. From the onset of the recession,
some states have largely avoided the downturn. By

the end of 2011, six states — North Dakota, WWyoming,
Alaska, Utah, Texas and Montana — showed more

than 8% job growth over the past decade. Another 22
had shown some, although less robust, employment
increases compared to 2001.

More important still, nearly every state enjoyed some
overall private-sector job growth between January 2011
and January 2012. Most critically, growth has spread
to many states hardest hit by the recession, including
Michigan, California, and Florida. But the strongest job
growth continued to take place in other states, notably
Louisiana, Oklahoma, Texas, Utah, and North Dakota.

Understanding the Geography of Growth

The new geography of growth reflects many of the
intrinsic strengths of the U.S. economy that many
commentators on either side of the spectrum often miss.
After a brief lapse, the country is already outperforming
all its traditional high-income rivals in Europe as well

as Japan, as it has done for most of the past two
decades.* Key U.S. assets include surging agricultural
and energy production, the general rebound in U.S.-
based manufacturing, and unparalleled technological
supremacy. The country remains attractive to both
foreign investors and skilled immigrants.

Resource growth, notably in energy and food, helped
propel the strongest states to defy the “new normal” of
low employment and income growth. Texas, the states
of the Great Plains and parts of the Intermountain West
never suffered from either the housing bubble or from
high unemployment. The 2012 Forbes “Best Cities for
Jobs” list is largely dominated by metropolitan areas in
these regions, including five of the top 10 fast-growing
large regions and seven of the top 10 overall. Small cities
in the Great Plains have done particularly well. Five of
the six best cities for “starting over in 2012,” according to
TheStreet.com, were located in the Dakotas, lowa and
Nebraska.®

This reflects the reality that, since the onset of the new
century, much of the sustained growth in the world has
taken place in regions that produce basic commodities
like energy and food, rather than in the financial or
information capitals. In the high-income world, the
consistently best performing countries since 2008 have
also tended to be resource-rich ones such as Norway,
Australia and Canada.®

The key here lies in commodity and energy markets that
are increasingly global and driven by expanding markets
in the major developing countries. This also has helped
keep energy prices high, particularly for oil. Texas alone
has added nearly 200,000 jobs in its oil and gas sector
over the past decade while Oklahoma has added some
45,000. These jobs have been an outstanding driver

of high-wage employment, with an average salary of
upwards of $75,000.7

More recently, the momentum of prosperity has spread
to the manufacturing sector. In the last two years the
nation has added more than 400,000 manufacturing
jobs, led by states traditionally strong in the industry,
yet hit hardest by the recession. Though these gains
are small compared to the losses earlier in the decade,
the growth is encouraging. In a stunning reversal,
Midwestern employers have seen the fastest jump of any
region of the country — some 18.5% — in planned hiring
of college graduates. Unemployment there now stands
below the national average.®

Finally, after a long period of stagnant job growth, the
country’s tech sector has also begun a rapid expansion.
Not surprisingly, much of this is occurring in hot beds
such as California’s Silicon Valley, and in Washington
state, Utah and Massachusetts. But when we take

a broader measure of STEM (science, technology,
engineering and mathematics) job creation — covering
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technically skilled workers in all industries — the most
dramatic growth over the past two years has taken
place in states with strong manufacturing and energy
economies, including Michigan, South Carolina, North
Dakota, Texas, Alaska and Ohio.

For the U.S. to be successful, this new geography of
growth needs to extend across the 50 states, and
expand for long enough to significantly lower the high
rate of unemployment. This will require something more
than a single-sector focus. Attention must be paid to
both basic and advanced industries. Technology growth
alone cannot turn around most regions and states. For
example, Silicon Valley’s social media boom may have
propelled it once again into the ranks of the fastest-
growing employment centers, but the nearby Oakland
area lags near the bottom, as do most California metros.®

More than anything, governments and business
leaders need to appreciate how these sectors interact
with each other. To be effective across a broad array
of geographies, technology needs to be applied to a
broad array of industries, including but not limited to
computers, media and the Internet. These technologies
are also a means to unlock the productive potential of
both mundane traditional industries and the service
sector. Technology, as the French sociologist Marcel
Mauss once put it, “is a traditional action made
effective.”®

America’s great advantage in overcoming “the new
normal,” then, lies in melding the power of “creative”

Fastest Growing States for Science, Technology,
Engineering, and Mathematics Jobs, 2009-2011

entrepreneurs with broader-based innovation throughout
the overall economy. The primary driver for this process
must lay in the appeal the country still has to its current
residents, as well as to companies and ambitious people
from around the globe. Despite the setbacks of recent
years, the United States remains the ultimate locus of
opportunity and innovation on the planet.

Back to Basics: The Enduring Importance of the
Agricultural Economy

With the rise of the information age, many have argued
that countries rich in brains — expressed in the ability
to manipulate abstract concepts, images and media —
would establish dominion over the brawn of producers of
raw materials. Ironically, Taichi Sakaiya, the best-selling
Japanese author and futurist, argued that his country’s
“greatest advantage” stems from its lack of natural
resources."” Thomas Friedman cites the experience

of east Asian countries such as Taiwan and Japan,
and of Scandinavian countries as suggesting that a
lack of natural resources actually sparks innovation
and economic health, while too great a concentration
generally hinders progress.”?

This approach misses the fundamental point that the
primary advantage of the U.S. lies in its combined
richness in both resources and technological prowess.
Unlike most high-income nations, the United States
remains extraordinarily resource-rich; its ability, for
example, to feed both itself and the world remains one of
its critical competitive advantages. The U.S. is resource-
rich and talent-rich at the same time.

Today, countries with large
agricultural surpluses — Australia,

Canada, and Brazil, as well as the
Vermont 8.4% C ,
Michigan 6.6% U.S. — possess intrinsic economic
_ advantages. Globally the business
Washington 6.4% of agriculture is booming. The
Utah 5.6% International Food Policy Research
North Dakota 5.4% Institute (IFPRI) reports foreign
Massachusetts 4.9% investors sought or secured between
Nebraska 4.7% 37 million and 49 million acres of
South Carolina 4.6% farmland in the developing world
Georgia 4.6% between 2006 and mid-2009.
Alaska 4.5% Investors, including hedge funds
Wyoming 4.4% gnd overseas pompanies, are also
West Virginia 4.3% investing heavily in U.S. cropland.™
Oregon 4.0% Of course, having a strong food
Texas 4.0%
' resource base does not guarantee
, O.h'.o 3.8% a strong overall economy; witness
Virginia 3.7% Argentina over the last century. But

Source: EMSI Complete Employment, 2012.1. Includes technicial-level jobs requiring a two-year degree or certification.
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it does give a leg up to those countries that employ
their agricultural surplus as a base for wider economic
growth.™

This process is accelerating. In 2010, the U.S.
achieved a record for the number of acres planted
with soybeans nationwide, with the states of Kansas,
Nebraska, North Dakota, and South Dakota seeing
some of the biggest year-over-year increases. In 2012,
growers planted a 75-year-high in corn acreage, led by
increases in lowa, Idaho, Minnesota, and the Dakotas.”®
This expansion has been led by a boom in agriculture
exports: In 2011, the U.S. exported a record $135
billion, with a net balance of $47 billion, the highest in
nominal dollars since the 1980s.'6

Much of this growth has been paced by demand from
China,” which accounts for the consumption of almost
60% of the world’s soybean exports and 40% of its
cotton. China, simply put, lacks the water and land
resources to feed its people, much less its awesome
industrial machine. It has effectively dropped the old
Maoist goal of self-sufficiency, and now seems ready
to rely more on food and fiber imports from leading
agricultural countries like the U.S.

The ability to meet this growing demand from China
and other developing countries is tied directly to

the high technological level and productivity of the
U.S. farm sector. American farms do more with less.
Among crops measured by the federal government
since 1866, 20 record national yields-per-acre have
been set since 2007, particularly in 2009 and 2010.
Given strong global demand, the agricultural economy
never really fully felt the Great Recession. Agriculture’s
new normal has been overwhelmingly positive. Farm
states — notably the Dakotas, Nebraska, and lowa

— rank among those places with the nation’s fastest-
rising incomes, best new job growth, and lowest
unemployment rates.

The New Energy Boom

In the last half of the 20" century, America devolved
into a major importer of raw materials, especially oil. A
persistent negative balance in energy has accounted
at times for close to half of U.S. imports. Rising prices
devastated the economy, while providing little spur to
energy employment here. Some of the more histrionic
pundits, such as James Howard Kunstler, predicted

a coming catastrophe due to depleted resources and
ever-rising prices that would usher in an end to the
largely suburban “American way of life.”’®

Such predictions seem particularly overwrought given
recent shifts in energy discoveries. Due in part to new
or improved technologies such as hydraulic fracturing
— fracking — and horizontal drilling, estimates of North
America’s energy resources have skyrocketed. By
2020 these new sources from shale will represent an
estimated two-thirds of U.S. oil and gas production.

By then, according to the consultancy PFC Energy, the
United States will surpass Russia and Saudi Arabia as
the world’s leading oil and gas producer.

A westward shift in energy development is on, with
North America emerging as the lead player. In 2011,
the United States became a net exporter of petroleum
products for the first time in 62 years. American
imports of raw petroleum have fallen from a high of
60% of total to less than 46%."°

Overall, according to Amy Myers Jaffe, Director of the
Energy Forum at Rice University’s Baker Institute, U.S.
oil reserves now stand at more than two trillion barrels;
Canada’s reserve is slightly more. Together, this
constitutes more than three times the total estimated
reserves of the Middle East and North Africa.?°
Observers such as the New America Foundation’s
Michael Lind believe that new discoveries, particularly
of natural gas, mean that we might actually be living
in an era of “peak renewables,” and at the onset of a
“very long age of fossil fuels.”?!

The energy boom has supercharged the economies
of the states that have welcomed this growth,
including Texas, Oklahoma, Louisiana, North Dakota,
Wyoming, and Alaska. These states have produced
more jobs, and enjoyed generally the best GDP and
income growth over both the past decade and last
two years. Ohio and Pennsylvania, where there have
been significant new finds of shale oil and gas, hope
to use this production to spur the growth of their more
traditional industrial economies.

The Revival of Manufacturing

Many media members and pundits believe that
America’s industrial base will continue to atrophy over
time. Some even hold that manufacturing constitutes,
as John Naisbitt observed two decades ago, “a
declining sport.” To be sure, over the past twelve years
the country lost 5.5 million manufacturing jobs, nearly
one-third of the manufacturing workforce.

Yet this decline has not made industry less important.
Manufacturing gains now take place primarily in high



value-added sectors, making them more integrated
with the technical economy and more critical to the
overall competitiveness of the country. As a recent
report from the Breakthrough Institute puts it:

The reality is that manufacturing isn’t dying — it's
changing. Even as manufacturing has undergone

a relative decline, it has actually become more
important to the health of the U.S. economy. The
sector is transitioning from low-tech, labor-intensive
industries toward a manufacturing sector that is
technology-intensive, high-productivity, and at the
heart of our nation’s innovation system. With a wide
array of breakthroughs in technology, productivity, and
management, a new manufacturing has taken hold.

This new, or “advanced,” manufacturing has

several hallmarks that distinguish it from the low-
skilled enterprise that still holds sway over popular
conceptions of American manufacturing. Today’s
modern factory is heavily reliant on technology that
allows manufacturers to engage in more precise and
increasingly productive work.22

Manufacturing’s role in promoting job and income
growth is often understated, the report continues.
This is particularly true in traditionally manufacturing-
oriented locations. As University of Washington
demographer Richard Morrill points out, communities
with strong manufacturing economies tend to have
more equal economies and better opportunity for the
working class.??

Most critically, manufacturing activity drives growth
in other sectors of the economy. About one in six of
all private-sector jobs depend on the manufacturing
sector, and every dollar of sales of manufactured
products generates $1.40 in output from other
sectors, the highest of any industry.?* The sector
funds two-thirds of the nation’s private research and
development, and employs 64% of its scientists and
engineers.?

The role of manufacturing in boosting state economies
has been growing in recent years. Although
manufacturing employment overall has dropped, the
percentage of higher-wage, skilled industrial jobs has
been climbing over the last decades, and wages for
these workers have increased. Overall, the average
American factory worker now produces $180,000
worth of goods a year, three times (in today’s dollars)
what was produced by his or her counterpart in 1978.2¢
Workers in the nation’s manufacturing sector earned

8

High-wage Production Jobs as a Share of Total
U.S. Production Occupations

53%

51%

49%

47%
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: EMSI Complete Employment, 2012.1. Production occupations include all
those classified under the U.S. Bureau of Labor Standard Occupational Classification
system as production (SOC 51) along with production-related engineers and manag-
ers. Jobs grouped by median wage into three equal-sized groups according to 2001
employemnt.

$73,000 on average in 2011, $20,000 more than the
average job.?’

Economic output generated by the nation’s
manufacturing sector has remained strong even
through job losses. Since 1988, value added

by manufacturing has more than doubled, and
manufacturing output is up sevenfold since 1947 . The
United States remains the world’s largest manufacturer,
accounting for one fifth of the world’s value added in
manufacturing, more than China, India, Brazil, and
Russia combined.?°

American industry is now growing faster than that of
most of its major competitors, including Germany,
Japan, and even China.®® Part of this upturn can be
traced to the energy boom, which has generated an
increased demand for pipes and other equipment,
sparking the growth of new factories even in such
long-hard-hit places as Youngstown, Ohio. Ample
supplies and low natural gas prices have led
petrochemical companies to undertake major new
expansions. It is no surprise that the biggest backers of
shale gas exploration are prominent CEOs of industrial
firms.®" A recent study by PwC suggests that shale gas
could lead to the development of one million industrial
jobs.®

Industrial growth is a critical component in upending
the “new normal.” Mark Perry from the University of
Michigan-Flint, a Chamber Foundation fellow, has
demonstrated how manufacturing in the last year
has expanded by three times the rate of overall GDP.
About 425,000 jobs have been added, outpacing the



Manufacturing Job Gains

Fastest Growing States, Jan 2010 - April 2012 (Thousands of Jobs)

Michigan

Texas 49

Indiana 47
Ohio 39
lllinois 36
Wisconsin 24
Washington 24
lowa 20
Minnesota 18
South Carolina 17
Oklahoma 16
Tennessee 14
Pennsylvania 14
Missouri 13
Georgia 9
Kentucky 9
Utah 9

Source: U.S. Bureau of Labor Statistics, Current Employment Survey, Seasonally Adjusted.

national average. It is not surprising, then, to see that
the fastest turn-around in manufacturing jobs includes
Michigan, Indiana, Ohio, lllinois, and Wisconsin, which
felt the brunt of the collapse of the auto industry and
other production.

As in energy and agriculture, global factors are again at
play. Rising wage rates in China — from roughly one-
third to one-half U.S. rates in a decade — and problems
associated with protection of trademarks and other
issues have led many executives to reconsider
potentially expanding production in the U.S. Since
2010, the percentage of U.S. executives who have
moved production back home has risen from 12% to
22%, according to a survey by the site MFG.com. One
in three is studying the proposition.3?

To take full advantage of these opportunities, states
need to focus on technical training to avoid what may
become major labor shortages. Rather than a surplus
of industrial workers, the auto industry could face
shortages of certain skills as early as 2013.%* Even

at the height of the recession in 2009, in a survey

of manufacturers, 51% were experiencing worker
shortages in skilled production areas. Concerns about
skills shortages were particularly acute in leading
industries such as aerospace and life sciences.®

In 2011 there were 50,000 total U.S. job openings

in industrial engineering, welding, and computer-
controlled machine-tool-operating jobs alone.*
Employers must be willing, however, to offer the pay

premiums and to invest in corporate training
to attract specialized workers from within
their region or from other states.

% The Techno-cultural Edge

Despite occasional assertions over the last
decades about the country’s erosion of
scientific talent, the technical dominance of
the United States remains firmly in place.

In terms of published technical articles,

for example, the United States alone
produces three times as many as second-
place Japan.®” The U.S. has a wide lead

in technical spending and dominates such
areas as pharmaceutical research.®®

The composition of the critical software
industry has been particularly revealing. Of
the world’s top 500 software companies,
the Anglosphere — the English speaking
countries — maintains a huge lead. Nine out

of the 10 leading software firms are based in the U.S.
(the exception is SAP, which is German).®® As for the
Internet, there is simply no significant foreign equivalent
with the global reach of Microsoft, Amazon, Google,
Apple, or Facebook.

The technology sector is, after a long break, once
again growing in its three historic hotbeds: the states of
California, Washington and Massachusetts. Vermont,
Utah, Washington, Michigan, and New Hampshire

all experienced even more rapid tech-job-growth per
capita, over three percent last year.

Some believe we may be on the verge of a significant
tech expansion that could last several years. The
growth of the “app” economy has been particularly
marked, with some estimates of employment at over
466,000 jobs today, up from zero in 2007, when the
iPhone was unveiled. At the same time, demand for
workers with “deep analytical skills” typical in high-tech
industries, according to McKinsey, could reach a half
million by 2018.40

The rise of social media and other Internet-based
culture represents another U.S. area of strength. The
cultural exports of the United States represent close
to a majority of all audiovisual sales, easily dwarfing
the old industries of countries such as France and
Germany, as well as those rising from the developing
world, such as Brazil and India.*"



These cultural exports are not limited to English-
speaking or high-income countries. In 2010, box office
revenues were flat in the U.S. and Canada, but grew
25% in Latin America, while the Asia Pacific region
increased by 21%, with China alone accounting for
40% of that region’s box office take. The American
predominance could also be seen in the music
business, with American artists dominating the best-
selling lists. This pattern has alarmed many Europeans
for years, and recently led China’s President Hu Jintao
to seek measures defending the country’s “culture”
against American and other western influence.*?

The Demographic Edge

Even though immigration has slowed in recent

years, it remains a major source of new workers

and innovation. The United States’ record of healthy
and sustained immigration marks a major strategic
competitive advantage. Due largely to immigrants

and their offspring, the U.S. is the only major high-
income country with a birthrate above replacement; it’s
currently at 2.1%.4®

In contrast, many of our major competitors face a
future of rapid aging and slowly growing — or even
declining — population. Close to half the world’s
population, notes demographer Nicholas Eberstadt,
lives in countries with birth rates below replacement
level. Rather than out-of-control baby making,

the world, he suggests, is experiencing a “fertility
implosion.”* Population stagnation — and even decline
— has become commonplace in much of Europe
and throughout Asia. Eastern Europe’s population
is dropping; western Europe’s is stagnant. In Japan,
since 2010 the total number of people has declined,
and by 2015 there will be fewer births than deaths.*®

Even fast-rising countries in East Asia — such as Korea,
Taiwan, Singapore, and China — face slow and even
negative population growth. In all these countries, rapid
aging, dramatically reduced marriage“® rates, and low
birth rates are now the norm.*” This will have a big
effect on workforces and markets. Between 2000 and
2050, for example, the U.S. workforce is projected to
grow by 37%, while that of China will shrink by 10%,
the EU will decrease by 21% and, most remarkably,
Japan’s workforce will fall almost 40%.4®

Demography could prove ruinous to these economies
in terms of consumption and growth, and, perhaps
more importantly, in terms of their ability to support
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retirees. By 2050, barely one in five Americans will be
over 60, while the proportion in Japan, Germany and
Korea will be closer to two in five.*

America’s “demographic exceptionalism,” as Eberstadt
puts it, represents an enormous advantage for the
coming decades.®® This will be particularly critical

in terms of the innovation economy. “Youth,” two
researchers recently observed, “brings more than a
base of workers or taxpayers; it brings the ineluctable
energy that propels everything.”!

Much of this useful energy will come from abroad.
American universities continue to attract the most
foreign students.>? More than half of all skilled worker
immigrants globally come to the United States.5®
Although it’s likely that many of these students will

be returning to their booming homelands,®** many will
not. At Tsinghua University, China’s MIT, estimates are
that about 50% of those who study abroad never go
home.%®

Perhaps the greatest impact of immigrants on

state economies will be in the all-important
entrepreneurial sphere. Immigrants by nature tend

to be entrepreneurial, as most come to America to
find a better life for themselves and their families.
The immigrant role in creating new businesses has
been particularly critical during the current recession.
According to a recent Kauffman Foundation report,
the foreign-born were the one bright spot in the
country’s otherwise shell-shocked entrepreneurial
sector. Overall, according to Kauffman, the share of
new entrepreneurs that are immigrants has risen from
13.4% in 1996 to nearly 30% this year.

These businesses can be found in a broad array of
industries, including food, retailing, manufacturing,
and technology.®” Perhaps most remarkable has been
the movement of Asians into the technology industry.
Between 1990 and 2005, immigrants, mostly from
the Chinese diaspora and from India, started one of
every four U.S. venture-backed public companies. In
California, they account for a majority of such firms.

It would be a mistake, however, to see immigrant
entrepreneurs as relevant largely to traditional
technology hubs and big cities. Beginning in the
1990s, immigrants rapidly moved into regions once
considered inhospitable to newcomers, particularly
non-whites: exurbs, the Southeast, and the Great
Plains.®® Immigration has declined in virtually every



state since the recession, but some unlikely states
have performed best in maintaining immigration rates,
including Mississippi, Wyoming, West Virginia, North
Dakota, Kentucky, and Montana.

Fostering immigration makes economic sense in

the long term, particularly efforts targeted at skilled
and working age people. The reasons for coming to
America remain compelling: the generally high quality
of life (particularly housing) available here, political
freedoms, and, over time, a stronger economy.®® This
explains why many of China’s new crop of billionaires
seeks to emigrate to the United States: to protect
property, to have a second child or to live a freer life.
Indeed, among the 20,000 Chinese with incomes
over 100 million Yuan ($15 million), 27% have already
emigrated and another 47% reported that they are
considering it.°

The Role of Foreign Investment

Many of these same factors — favorable demographics,
natural resources, and a strong constitutional order —
also attract firms from abroad. Long the world leader
as a destination for overseas investment, the U.S. is
extending its lead as the favored land for overseas
capital.

Since 2008, foreign direct investment into Germany,
France, Japan and Korea has stagnated. In 2009,
overall investment in the European Union dropped
36%. In contrast, foreign investment in the U.S. rose
49% in 2010, mostly coming from Canada, Europe,
and Japan. Foreign investment now stands at the
fourth-highest level in history.®’

The transformative role of foreign investment in
America is nothing new. After all, the country started as
a colony of England, and for much of the 19" century
remained dependent on European investors for the
building of everything from canals to railroads. Without
European capital, the settlement of the west and the
rise of cities such as New York would have been far
slower.

Now foreign firms are rediscovering America’s
intrinsic advantages. In particular, our relatively
vibrant demographics contrast strongly with such key
countries as Japan, Korea and Germany, all of which
are aging far more rapidly than is U.S. Many investors,
meantime, are reluctant to put their money in China,
given the country’s authoritative political system.

In addition to technology and trophy real estate, the
investment boom encompasses more basic industries
that are best suited to our large, resource-rich country.
Investment in the burgeoning energy sector more than
tripled to $20 billion between 2009 and 2010. The
shale revolution, in particular, has attracted foreign
interest. Energy firms from China, France, and Spain
all have made major investments in the shale fields

of Ohio, Colorado, and Michigan. French giant Total
recently paid $2.3 billion for minority stakes in the vast
oil and gas holdings of Chesapeake Energy.®?

Perhaps even more important has been a surge

in industrial investment, which rose $30 billion just
between 2009 and 2010. Much of this growth is
concentrated in the chemical industry, as well as in
automobiles, steel, and other transportation sectors.
Investment is heavily focused on the southeastern
U.S. states and Texas; not coincidentally, most
surveys reveal these locations have the country’s
most hospitable business climates. The states of the
old Confederacy, according to a recent study by Site
Selection magazine, boast all of the top five business
climates, and ten of the top twelve.®®

Foreigners, particularly from large global corporations,
seem destined to play an active role in the nation’s
industrial revival. This trend has certainly been
illustrated by companies such as Mercedes, whose
largest U.S. plant is in Tuscaloosa, Alabama. Last year
the company invested $350 million in the facility.®

Mercedes is certainly not alone, however. Arch-
competitor Volkswagen last year announced that it
plans to build a new assembly plant in Chattanooga,
TN. Nissan, Toyota, Rolls-Royce, and Kia all have
announced major new plant openings or expansions
over the past three years throughout the region.

These investments are not inconsequential. With the
average cost of building these facilities at more than $1
billion, and the higher-paying manufacturing jobs they
represent, such plants constitute major employment
generators themselves. They also bring with them
parts suppliers and other industries related to auto
manufacturing. Alabama, for example, has seen major
steel mill investments, including $4.6 billion from
Germany’s ThyssenKrupp.

Over the next decade, these investments could
transform the nation’s industrial structure. Alabama
and Kentucky already produce almost as many cars
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as does Michigan. According to the U.S. Department
of Labor, Michigan still leads the country in auto
employment with 181,000 jobs, followed by Indiana.
But the next three states are Kentucky, Tennessee,
and Alabama.

Battle tested in world markets, foreign manufacturing
companies are often both sturdy competitors and
reliable employers. Overall, according to the U.S.
Department of Commerce, foreign manufacturing
firms, in autos and other areas, have proven far less
susceptible to layoffs than their domestic competitors.
They also tend to offer higher salaries on average than
U.S.-based firms.%®

Growth and America’s Moment

Huge increases in food exports, domestic energy
investment, a revived manufacturing sector, a
burgeoning tech sector, vital demographics, and
increased investment from abroad establish a strong
base for long-term secular recovery of the U.S.
economy. Rather than facing a dismal future of the new
normal, we may actually be on the cusp of a recovery
that could become one of America’s finest moments.®®

The key to making this work, for the states and the
nation, lies in promoting broad-based, long-term
economic growth. Economist and National Chamber
Foundation fellow Bret Swanson has found that there
is absolutely no way the country — or the states —
can avoid ever greater, debilitating deficits without
economic growth. Many states must contend with
growing unfunded pension obligations that provide
a serious threat to maintaining adequate levels of
investment in education, infrastructure, and other job
creation efforts. State pension plans were funded at
an estimated 78% in 2009, creating a total unfunded
liability of $3 trillion.®”

In the past decade, the nation’s GDP growth rate

was a measly 1.67%, roughly half that enjoyed in the
preceding three decades. Growth of three percent,

or even four, would generate another trillion dollars in
tax revenues a year by 2030. Low growth, even with
high taxes, will bring ever-greater deficits, while faster
growth with lower taxes keeps the deficit largely under
control, Swanson concludes.®®

To achieve growth of this scale, states have to target
not one industry, but a broad array of endeavors.
Expansion of one sector, such as high-tech, cannot
generate enough jobs by itself to overcome lagging
sectors; the impact of Silicon Valley’s recent expansion
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has done little to improve conditions in nearby
Oakland, much less in the rest of California.

Ultimately, only growth can overcome the new normal.
Some states, such as Texas, Oklahoma, and North
Dakota, appear to have already achieved this result.

In large part, this has occurred by taking advantage

of the energy and commodity boom as well as by
expanding both manufacturing and technology-
related jobs. In contrast, the growth of “green jobs”
has remained far less than expected, suggesting that
more traditional forms of energy production will remain
paramount in the decade ahead.%°

How to leverage these sectors marks a major concern
for both state and national governments. Potential
environmental problems associated with energy and
manufacturing growth need to be balanced with a
concern for the role of these sectors in engendering a
broad economic recovery. Almost all of the fast-growth
states have been those that have managed to expand
not only tech, but also manufacturing, energy, and
business services.”

Successful job growth strategies focus largely on

the fact that most new jobs come from new and
expanding businesses, not relocations. Places will have
to generate more of their own opportunities. States
also need to concentrate on attracting skilled and
educated workers, many of whom work in the “1099”
economy of self-employed professionals.”

Particularly critical will be an increased focus on
fostering workers’ scientific and technical skills. These
fields tend to offer far better employment prospects
than the humanities and social sciences.”? Many states
have taken aggressive steps to augment migration
gains with programs to train local workers for middle-
and higher-wage jobs associated with such things as
high-end manufacturing.” States with lower population
growth, in contrast, have often been forced to cut back
their educational and training programs.™

Below, we will discuss the ways that states have
looked for policies that lead to growth. Strategies differ,
and often work better in some places than they do in
others. Yet in the end, states that succeed will be those
that focus on achieving the high rate of economic
growth necessary to overcome the bitter scenario laid

out in the new normal.



Enterprising States: Policies that Produce

The Enterprising States studies for 2010, 2011 — and
now 2012 — measure overall economic performance
along with five specific policy domains wherein states
can proactively and meaningfully impact and stimulate
new economic opportunities, create jobs, and thereby

advance improvements in the quality of life and
prosperity for their residents.

The economic performance measurement category
covers elements of job growth and growth of
economic output, economic productivity, income
growth, and family income adjusted for affordability.

The five major policy areas include:

e Exports and International Trade
¢ Entrepreneurship and Innovation
* Taxes and Regulation

¢ Talent Pipeline

e [nfrastructure

This study combines metrics for each economic
development policy area to measure performance
in each policy topic area. The policy areas are not
mutually exclusive. Tax incentives can be used to
stimulate entrepreneurship and innovation, while

infrastructure, such as ports, is essential for exports.

States were ranked in each metric. Top states were
determined by a composite ranking of all metrics in
overall performance as well as in each policy area.

Metrics in this year’s analysis are consistent with
previous years, except where updated data is
unavailable or where improved measures become

available. For a full description of all metrics and results

for each state see the Rating the States section on
page 25.

Growth, Productivity, and Livability: The Top
Performers

Now two years past the low point in the national jobs
crisis, nearly every state in the nation is beginning to
return to private-sector job growth. The resource-rich
states of the Great Plains and Intermountain West lead
the way, fueled by the rapid expansion of the energy

economy and recent stability of agriculture.

At the same time, Virginia and Maryland in the Mid-
Atlantic have outperformed the nation with strong

science, technology, and professional services growth,
driven in part by the strong performance of the entire
Washington, DC region.

The top performing states are determined by a
combination of the following measures:

Long-term job growth

Short-term job growth

Overall expansion of gross state product
Productivity: state output per job
Productivity growth: growth in output per job

Income growth: growth in per capita personal
income

Livability: median income of four-person
households adjusted for state cost of living

Top Performing States:

1.

North Dakota — North Dakota was propelled

to the top by a top-10 finish in six of the seven
performance-ranking categories. The state is first in
four growth categories: short-term jobs, long-term
jobs, gross state product (GSP), and per capita
personal income. It places second in productivity
growth. While the state’s metropolitan areas have
beaten the nation in job growth for a decade, the
Peace Garden State’s economic prospects took
off with the energy boom in western North Dakota
in the past three years. Notably, the state has seen
34% growth in finance, 39% in professional and
technical services, and nine consecutive years of
growth in construction employment.

. Wyoming — Another energy state, Wyoming

finishes in the top 25 in all seven performance
measures and is among the top five states in five
measures. The state is second in long-term job
growth and GSP growth, and is third in productivity
growth and income growth. Up 61% since 2001,
the state’s mining industry is 11 times more
concentrated than the national average. The state’s
small manufacturing sector — producing chemical
products, metals and equipment — remained stable
over the past decade, avoiding large job losses
seen in other states.
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Virginia - Virginia has the highest income in the
nation for a family of four after adjusting for cost of
living, making it perhaps the most “livable” state.
The Old Dominion State is a strong performer
overall, placing in the top 25 in all seven measures,
including seventh in productivity growth and

tenth in GSP growth. Already a major center for
professional-services jobs, Virginia added another
135,000 jobs in these high-end services the past
decade, with 36,000 new jobs in management
consulting and 48,000 in computer-systems
design.

Alaska — Alaska is second in overall productivity,
fourth in long-term job growth, and eighth in GSP
growth over the past decade. Employment in the
state’s mining sector grew at 48% since 2001,
helping to drive demand in locally oriented health
care, finance, retail, accommodation and food-
service sectors.

Maryland - Maryland places fifth overall with top-
25 rankings in all seven performance measures.
The Old Line State is fifth overall in adjusted
income for a family of four and ninth in productivity
growth. Benefitting from the recent economic
stability provided by the nation’s capital, Maryland
is one of the nation’s high-tech centers. Its most
productive sector over the past decade has been
professional, business, and technical services,
particularly computer-systems design. Over the
same time period, the state doubled its jobs in
corporate headquarters and management offices.

Texas — The Lone Star State’s strongest
categories are short- and long-term job growth
(second and fifth) and GSP expansion (ninth),
though it appears in the top 25 in six of seven
measures. The energy economy and affordability
help fuel widespread growth across nearly every
super-sector of the state. Even so, the state is
increasingly becoming a center for high-end
services and business management; it has nearly
doubled its management, scientific, and technical
consulting jobs and nearly tripled its employment
in corporate and business management offices to
go with another 200,000 jobs in mining, and oil and
gas extraction since 2002.

South Dakota — South Dakota is known as a
center on the Plains for back-office finance, but
manufacturing has been its most competitive

9.

10.

sector since 2001. The state has seen significant
growth in chemicals, machinery, fabricated metals,
and transportation equipment. At the same time,
the Mount Rushmore State added more than
5,000 jobs in professional services for 35% growth.
The state is moving toward higher-value, more
productive industries, as shown by its fourth-place
rankings in growth in GSP-per-job and per capita
personal income.

Washington — Led by the software industry,
Washington is one of the few states with a
growing information sector. Washington moved
up five places into the top 10 largely due to its
rapid short-term job growth over the past two
years. The state’s manufacturing sector — led

by aircraft and other transportation equipment
building — significantly outperformed the national
manufacturing industry since 2001. The Evergreen
State added another 65,000 jobs in professional,
scientific and technical services; 19,000 in
securities and commodity contracts and 12,000 in
electronic wholesale markets.

lowa - lowa is rapidly increasing the value of

its economy, placing fifth in growth in economic
productivity, sixth in per-capita income growth and
eleventh in GSP growth. The state’s finance and
insurance sector has seen 28% growth, led by
10,500 new jobs in commercial banking. The state
is expanding its presence as a center for business
and commerce, doubling its jobs in management
offices and adding 7,800 new jobs in transportation
and warehousing (11% growth).

New York — The Empire State’s large, complex
economy performed well across all measures,
placing in the top 25 in six of seven. The state
moved up 11 spots in this year’s performance
rankings due to rapid GSP expansion and per-
capita personal income growth. New York is fourth
in GSP per job and ninth in per-capita personal
income growth in the past decade. Much of this
growth has been driven by the rebound in various
high-value finance sectors. The state’s private
colleges and universities also expanded rapidly,
adding nearly 55,000 jobs for a rate of growth of
30%.



Exports and International Trade

Boosting exports by America’s businesses is an
essential element of a meaningful agenda for creating
jobs in the next decade and beyond. Exports are
expected to be increasingly important to the nation’s
businesses in the years ahead because up to 85%
of the world’s economic growth in the next five
years is projected to take place outside the United
States. Consequently, every state is now investing

in strengthening the export acumen of businesses,
both large and small, to reach international markets
that are aligned with their most competitive sectors,
manufacturing and service.

In 2012, the top-10-performing export states were
determined by ranking states across four measures of
export activity:

e Export Intensity: export activity as a share of gross
state product

e Growth in export intensity
e (Change in a state’s share of total national exports
e Growth in overall gross exports since 2002

Only “manufactured exports” are included in the
metrics, excluding bulk commodities that are often
attributed to the state of the port location instead of the
originating state.

Top Export States

1. Louisiana — Louisiana is the top export state,
ranking no worse than fourth on all four metrics;
it is also increasing its share of the nation’s export
activity faster than all but one state. Oil is the
state’s top export, along with other agricultural and
energy commodities. Twenty percent of the state’s
exports go to China and Japan, with another 10%
exported to Mexico.

2. Utah - Utah is a top-five performer on all four
export metrics and is the second-fastest growing
export state overall. The state’s exporting of non-
monetary gold has nearly tripled since 2008 and
accounts for a majority of the state’s exports by
value. Other important exports from the Beehive
State include electronic memory circuits, aircraft
parts, vehicle airbag systems, and x-ray equipment
and tubes. Utah’s biggest trading partners are the
United Kingdom, at 35%, and Hong Kong at 20%
of total exports.

. South Carolina - Fast becoming an industrial

hub in the southeast, South Carolina is now

the second-highest state for export intensity.

The state’s exporting sectors continue to be
competitive; it ranks sixth in growth of its share of
the nation’s total exports. Nearly 28% of the state’s
export output is in large passenger vehicles, a
category that has increased 150% since 2008.
South Carolina is also a major exporter of gas
turbines, and parts and tires. Sixteen percent of its
goods are exported to Germany, 15% to Canada
and 12% to China.

. Texas — The Lone Star State is the nation’s top

exporter in terms of activity as a share of the

total state economy. Texas is a major exporter

of oil and its derivatives, but its broad-based
economy is a major source of other products
including boring machinery; electronic parts and
telecommunications equipment; chemicals; civilian
aircraft; and, increasingly, automotive components
and large vehicles. More than a third of the goods
leaving the country from Texas are destined for
Mexico.

Mississippi — Mississippi is the fifth-fastest
growing state for overall gross exports and for
growth in exports as a share of GSP. Much

of the state’s exporting is based upon oil and
other chemicals and pigments, but the state has
seen rapid growth in the past year in exports of
passenger vehicles and automotive parts. The
state’s top three trading partners are Canada (16%
of exports), Panama (14%), and Mexico (10.5%).

Delaware — Delaware is the nation’s 16""-ranked
state for export intensity and the ninth-ranked state
in gross export growth since 2002. In 2011, the
state exported more than $2 billion in medication
and pharmaceuticals, a jump of more than 75%
since 2008. More than 44% of the state’s exports
are destined for two countries: Canada (27%) and
the United Kingdom (17%)).

Georgia — The Peach State finishes in the top 25
in all four exporting measurements, but is growing
its share of the nation’s total exports faster than all
but four other states. Georgia exported $5 billion in
civilian aircraft, engines, and parts in 2011, up 63%
from 2008. Over the same time period, Georgia’s
exports of automobiles tripled to 917 million in
2011. Other major products include wood pulp, gas
turbines, and frozen chicken.
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8. Nevada - While exports still comprise a smaller
share of the state’s economy, Nevada makes the
top 10 because it’s the fastest-growing export
state and is increasing the share of exports in its
economy the fastest. Gold accounts for 45% of the
state’s total exports, followed by copper ore, coin-
operated games, and non-industrial diamonds.
Exports of integrated electronic circuits have more
than doubled since 2008.

9. Tennessee — Tennessee’s top exported product
in 2011 was surgical and medical instruments,
followed by civilian aircraft and parts, and digital-
data-processing machinery. The state exported
$721 million in large piston engines in 2011, up
from just $30 million in 2008. Forty percent of the
Volunteer State’s goods are destined for Canada
and Mexico, with another 12% headed to China
and Japan.

10. lowa - lowa’s agricultural prowess is reflected in
its major exports. Corn and pork products account
for 15% of the state’s output, with another 13% in
tractors, front-end loaders and other equipment.
The state placed no worse than 17" in any export
measure, and is the ninth—fastest-growing state for
overall export value.

Export Programs that Produce

Top-ranked Louisiana has the nation’s farthest inland
port for sea-going ships, Baton Rouge, and America’s
only port capable of handling super ships, the
Superport. Louisiana has six onshore deep-water ports
and one offshore deep-water super port that handle
only oil and gas. In addition, Louisiana has 4,500 miles
of navigable inland waterways, advanced road and rail
facilities, and international air service. More than 25%
of the nation’s waterborne exports are shipped through
the state’s ports.

Louisiana’s 2011 worldwide merchandise exports
increased by 33.3% over 2010, breaking the previous
single-year record set in 2008, according to a report
released by the World Trade Center of New Orleans.
For the year, Louisiana exports totaled $55.12 billion,
compared with $41.35 billion in 2010 and far exceeding
the previous record of $41.9 billion. Oil accounted for
25% of Louisiana’s exports in 2011, a 68% increase
from 2010.

Louisiana’s export numbers include both Louisiana-
originating products and some major commingled
bulk commaodities, such as grain and coal that are
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produced in other states, shipped abroad from
Louisiana’s ports, and recorded as Louisiana exports
because of Department of the Census standards used
to calculate exports.

Louisiana Economic Development’s International
Services office works with the state’s goods and
services companies to export and assist companies
from around the world to identify strategic partners and
locations for business development in the state. The
International Services office works cooperatively with
other economic development agencies, and the World
Trade Center in New Orleans to help grow companies
through international trade.

Utah’s exports grew by 37% from 2010-2011,
surpassing the national export growth rate of 16%. The
top items being exported out of Utah include gold and
silver, computer and electronic products, chemicals
and transportation equipment. Utah’s Department of
Workforce Services estimates that of the 1.2 million
jobs in Utah, around 360,000 — or about 30% — are
export-related.

The Utah International Trade Hub consists of the World
Trade Center Utah, the U.S. Commercial Service and
the Governor’s Office of Economic Development -
International Trade and Diplomacy Office (ITDO). The
trade hub partners help companies assess their export
potential and then connect with the most relevant
global partners, contacts, service providers and
government agencies. The trade hub partners work
together to assist companies in developing markets for
their products and services throughout the world.

Internationally, ITDO recruits foreign investors,
connects Utah businesses to global partners, touts
Utah’s economic sectors and educates foreign
audiences about Utah’s technological opportunities.
ITDO also serves as the state’s diplomacy advisor

and leverages diplomatic contacts to develop and
expand foreign markets for Utah. ITDO hosts dozens of
foreign trade visitors as well as many foreign business
representatives each year.

The agency maintains international trade
representatives in Chile, Mexico, Japan, France,
Germany, China and South Korea.



Entrepreneurship and Innovation

Innovation is the key to driving growth and prosperity.
Economists estimate that up to 50% of U.S. annual
GDP growth can be attributed to increases in
innovation. There is widespread agreement that new
companies are a potent force for creating jobs in the
nation. For this reason, states are increasing their
investments in entrepreneurship and small business
programs. Often, states are directing their efforts and
resources to emerging-growth companies (EGCs) or
high-growth firms that account for a disproportionate
share of net job creation. Similarly, states are giving
increased attention to “economic gardening” initiatives
that work with successful companies that have
expansion potential.

States play a pivotal role in creating the platform for
entrepreneurship and innovation through investments
in postsecondary education, providing resources,
capital and expertise to entrepreneurs and fostering
and coordinating partnerships between businesses,
universities and government.

Six measures are used to determine top
entrepreneurship and innovation states:

e Science, technology, engineering, and
mathematics (STEM) occupation concentration

e STEM job growth

¢ High-technology businesses as a share of all
businesses

e Academic research and development activity
e Birth rate of business establishments

e Kauffman Foundation Index of Entrepreneurial
Activity

In 2012, the top 10 states for entrepreneurship and
innovation include:

1. Maryland - Maryland is this year’s top all-around
performer in innovation and entrepreneurship,
landing in the top 25 states in all six metrics
and in the top three on three metrics. The state
places first on the innovation list due to its high
concentrations of high-tech activity and research.
Maryland is the number-one state for academic
research and development; and is the third best
state in science, technology, engineering and
mathematics (STEM) jobs and in the concentration
of high-tech business locations. Maryland is in
a prime location to serve growing demand for

high-tech services in the Washington, DC region.
Those high concentrations of technology workers
and technology companies are a sign the state is
excelling at translating its academic research to the
private sector.

. Colorado — Colorado is the number-two

state for high-tech business, number three for
business birth rate, number four on the Kauffman
Foundation Index of Entrepreneurial Activity

and is fifth in concentration of STEM jobs.
Important high-tech industries in Colorado include
telecommunications, electro-medical devices,
software publishers, engineering services and
computer-systems design.

Utah — Utah ranked no worse than 23 in any
innovation and entrepreneurship measure,
highlighted by its second-place ranking in business
birth rate, evidence the state is fertile ground for
entrepreneurs. Utah is an emerging technology
hub as the fourth-fastest-growing state for STEM
occupations in the nation. The state has expanded
its tech economy by 14% over the past decade
and shows twice the national concentration of data
processing, software and Internet publishing and
web services.

. Texas — Texas is a bastion of start-up business,

ranking near the top in both measures of business
creation: second in the Kauffman Index and sixth
in business birth rate. Not all new jobs generated in
the state are due simply to population growth, as
the state ranks 13" in tech business concentration,
17t in STEM job concentration and 12" in STEM
job growth. The state added 30,000 computer and
information technology jobs to its workforce since
2001, with a median hourly pay of $32.

. Arizona — Arizona places fifth this year riding the

wave of its entrepreneurial economy. The state

is first in the Kauffman Entrepreneurial Index and
fifth in business start rate. Arizona’s high-tech
economy is also above average; it is 12" in high-
tech business concentration and 20" in STEM

job concentration. Arizona is home to a high
concentration of high-tech manufacturing, notably
semiconductors, search and guidance instruments
and environmental controls.

. Alaska - Alaska is strong in entrepreneurship

and in technical jobs. The state’s energy- and
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natural resources-driven economy is driving the
need for engineers and technicians, propelling
to fifth in STEM job growth and ninth in STEM
job concentration. The most prominent STEM
jobs in Alaska include life scientists, life science
technicians, physical scientists and engineers.

7. New Mexico — New Mexico is one of the nation’s
strongest academic and federal research centers,
ranking fourth in academic research and eighth in
STEM job concentration. Home to Sandia and Los
Alamos National Labs, state leaders work actively
to help transfer research innovations in to private
sector business ventures and jobs in the state.

8. Virginia — At the state level, Virginia is the number
one state for high-tech concentration, ranking
first in STEM job concentration and first in high-
tech business concentration. Impressively, while
the state already has the highest STEM job
concentration, it’s adding STEM jobs at a rate
ahead of all but two other states. Virginia has the
second-highest concentration of mathematical
scientists of any state and has added 23,000
computer specialists and 7,000 engineers to its
workforce since 2001.

9. North Carolina — Known for its Research
Triangle Region, North Carolina ranks fifth overall
in academic research activity. A strong performer
overall, the Tar Heel State lands no worse than 26"
in any Innovation and Entrepreneurship measure.
The fastest-growing STEM job categories in the
state are life scientists (43%), social scientists (37%)
and mathematical scientists (21%).

10. Georgia — Georgia has seen significant
entrepreneurial activity in recent years, ranking
tenth in business starts and 14" in entrepreneurial
activity. The state is the ninth-most-concentrated
high-tech business environment in the nation, due
to its high concentrations in computer facilities
management, software, custom programming and
systems design.

Entrepreneurship and Innovation Policies that
Produce

Maryland has received high marks in recent
years for its human capital investment, research
and development inputs, technology and science
workforce, and technology concentration.

The Maryland Technology Development Corporation
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(TEDCOQ), created by the state legislature in 1998, is a
national leader in bringing innovations from universities
and federal labs into the state’s economy. It does

so by facilitating the transfer of technology to the
private sector and by providing emerging technology
companies and university researchers with vital seed
funding and specialized technical assistance. In
testimony before the state legislature in 2009, TEDCO
reported leverage of $38 of other funding for every $1
of TEDCO funds invested.

To chart a path for the future, the Maryland Economic
Development Commission (MEDC) recently released
a five-year strategic economic development plan,
Charting Maryland’s Economic Path: Discovery,
Diversity & Opportunity.

Focused on four core strategies, the plan outlines a
framework to position Maryland for growth; to build on
the state’s leading economic drivers, like life sciences,
cyber security and federal and military operations; to
embrace regional and economic diversity in tourism,
manufacturing and agriculture; and to make it easier to
do business in the state.

InvestMaryland is Governor Martin O’'Malley’s key
economic development initiative. It is aimed at
investing at least $70 million in startup and early-stage
companies in Maryland to help create thousands of
new jobs with the potential to spur billions in follow-
on capital. The funding for InvestMaryland will come
from the auction of premium tax credits to insurance
companies. Revenues will be invested by private
venture-capital firms selected by an independent third
party and the Maryland Venture Fund, the state’s 15-
year venture capital fund. Recently, Maryland raised
$84 million — more than what had been expected — in
an auction of insurance tax credits to fund startup and
early-stage companies.

Colorado has established a capable and

highly developed research, technology transfer,
commercialization and finance ecosystem over the
years in energy, bioscience and aerospace.

To build on this strong foundation, Governor John
Hickenlooper launched The Colorado Blueprint, a
bottom-up approach to economic development that
engaged every county in Colorado in finding ways

to bolster economic development. The Blueprint
provides a framework to build a comprehensive
economic development plan that aligns existing efforts
and identifies opportunities for growth and focused
investments.



To cultivate innovation and technology the Blueprint
identifies four key steps, including:

* |Improve telecommunications technologies and
access across Colorado.

e Establish cluster-focused Information Technology
Economic Development Advisory Council.

¢ Implement the Governor’s Innovation Initiative and
Innovation Network.

e Export Colorado’s innovation-based services and
products.

The Colorado Innovation Network (COIN) is a network
designed to mobilize stakeholders from business,
government, nonprofits and academia to develop

and implement strategic action plans that create new
jobs to grow the economy through innovation. COIN’s
objectives are to build a business environment to
foster innovation; retain jobs and support growth in key
industry clusters; pursue capital for project funding;
establish Colorado’s reputation as the most innovative
state; create a workforce with the right talent and job
skills; and develop innovation-oriented performance
metrics to demonstrate COIN’s economic growth
impact.

Colorado is the birthplace of economic gardening, an
entrepreneurial approach to economic development
that seeks to grow the local economy from within. First
pioneered in Littleton, Colorado in 1989, the practice

is now gaining traction in many other states. Based
upon the premise that local entrepreneurs create

the companies that bring new wealth and economic
growth to a region, it focuses on growing and nurturing
these local businesses rather than hunting for “big
game” outside the area. What differentiates economic
gardening from other entrepreneurship-development
strategies is its focus on providing market research and
high-level technical assistance to small growth-oriented
companies.

Taxes and Regulation

A reasonable tax code and a sensible, predictable
regulatory environment can encourage investment
and business expansion by enabling entrepreneurs
and managers to look forward with confidence and to
plan for the future. The combined burden of excessive
delays, uncertainty, regulations, and taxes (DURT)
can inhibit new job creation and jeopardize existing

jobs. States do not enact tax or regulatory changes
in a vacuum and every change will affect a state’s
competitive position relative to its neighbors and to
locations around the world.

Most states have taken a comprehensive look at their
taxes and regulations in recent years by establishing
special commissions or legislative committees to
identify and implement reforms that will foster rather
than thwart business development. In a growing
number of states, impact studies are now required
whenever a new regulation, a new rule or a new

tax is proposed to determine the consequences for
business growth and job creation. Overall, governors
and legislatures now recognize that being enterprise-
friendly is necessary in a global economy that offers
businesses and individuals more choices than ever
before.

A combination of six metrics determines the top states
for taxes and regulation states:

e (Closure rate of business establishments
e Tax environment for mature firms (Tax Foundation)
e Tax environment for new firms (Tax Foundation)

e QOverall business tax climate index according to the
Tax Foundation

e The Small Business Survival Index produced by the
Council for Small Business and Entrepreneurship

e Cost of living

The following states are the top 10 performers for
2012:

1. South Dakota - Long known for its positive
business climate, especially for finance firms, South
Dakota ranks in the top five in four categories:
business closure rate, tax environment for mature
firms, overall tax environment for business, and the
small business survival index. The state launched
a “Better Government” initiative in 2011 to review
its regulatory climate and to streamline state
interactions with businesses.

2. Wyoming — Wyoming is a top-10 state in four
business-climate metrics, including first in
overall state business-tax climate and first in tax
environment for mature firms. The state also ranks
ninth in tax environment for new firms, making it
one of the most advantageous overall for business.
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Ohio — Ohio ranks in the top 15 in five of the six
tax-and-regulation measures. The state fares well
in the Tax Foundation’s study of business-tax
environments, ranking fifth for mature firms and
third for new firms. The Buckeye State is seventh

in the small business survival index, has the 13-
lowest rate of business closure, and the 15"-lowest
cost of living in the nation.

Kentucky — The Bluegrass State ranks no worse
than 22nd on any business-climate measure

and is a top-five state in tax environment for new
firms and cost of living. Governor Steve Beshear
created a Governor’s Blue Ribbon Commission
on Tax Reform by executive order in 2012, a
special commission to hold public hearings and to
make recommendations on improving the state’s
business climate.

Oklahoma - Efforts to improve the Sooner State’s
business climate are paying off, as evidenced by
the state’s elevation into the top 10 of this year’s
rankings, a climb of eight spots. The state has the
lowest cost of living in the nation and is the fifth-
best tax environment for startup firms. In 2011, the
legislature passed a series of aggressive reforms to
improve the state’s legal environment for business
and reduce frivolous lawsuits.

Nebraska — Nebraska lands at sixth in this year’s
Taxes and Regulation rankings by placing 11" or
better in five of the six metrics. The state has the
top tax environment for startup firms, the ninth-
best tax environment for mature firms, the third-
lowest business closure rate in the nation, and the
11" lowest cost of living.

Texas — One of the secrets to Texas’ success is

its low cost of living, the third lowest in the nation.
Texas ranked 23 or better on five of six business
climate measures, yet it recently passed tort reform
legislation including a “loser pays” provision to help
discourage frivolous lawsuits.

Alabama - Alabama ranks 22" or better on all
six metrics, including sixth on the small-business
survival index. Looking to make dealing with taxes
a simpler process for businesses in Alabama, the
state has been considering the adoption of new
streamlined business-tax-filing legislation. The
proposed law would create a “ONE SPOT” system
allowing businesses to file several different classes
of taxes through one system

9. Utah - Utah lands in this year’s top ten by placing
tenth or better on five of the six business climate
measures, led by a sixth-place ranking in tax
environment for mature firms and the sixth-lowest
cost of living in the nation. The state is tenth in two
tax measures, overall business climate and climate
for new firms.

10. Louisiana — Louisiana finishes tenth on the
strength of its job creating tax climate. The state
is second in tax climate for new firms and tenth in
tax environment for established firms. Louisiana
has the seventh-lowest business closure rate in the
nation, an indication that the state is fertile ground
for business.

Tax and Regulation Policies That Produce

South Dakota has long made positive business
climate a critical part of its economic growth strategy,
dating back three decades to its attraction of the
financial services industry. Today the state ranks first in
the Small Business Survival Index, second in overall tax
climate for business and second for its tax environment
for mature firms, both according to the Tax Foundation.
This positive environment translates directly to the fifth-
lowest rate of business establishment closure in the
U.S.

The state has no corporate income tax, no personal
income tax, and no tax on business inventories,
greatly lowering tax burdens on companies in the
state. The state has also eliminated inheritance taxes,
cutting down on potential tax challenges for family-run
businesses. The state also allows the use of property
tax abatements for up to five years on new and
expanded business facilities, supporting expansion
and job creation by South Dakota companies.

In addition to pledging to hold the line on taxes,
Governor Dennis Daugaard had made regulatory
reform one of his key initiatives focused on improving
South Dakota’s business climate. The governor’s
“Better Government” initiative, launched in 2011,
identified over 1100 rules and 400 sections of law

for potential elimination by the 2012 legislative
session. The initiative is focused on streamlining state
regulation, and making sure that input from regulated
businesses is considered in the rulemaking process.

Wyoming offers a data-center sales-tax exemption.
Combined with other benefits including no corporate
or personal state-income tax and workforce-
development-training funds, Wyoming has a



compelling cost-reduction incentive package that

is appealing to the data-center industry. In addition,
Wyoming has abundant affordable energy, a naturally
cool climate, and a data-center recruitment fund
used at the sole discretion of the governor. It is a
combination that is just the thing to bring high-paying
data-center jobs to the state.

Microsoft recently announced that it is opening a
data center near Cheyenne, Wyoming. It joins other
data centers in Wyoming including those operated by
EchoStar, Ptolemy Data Systems, T3Media (formerly
Thought Equity Motion), and Green House Data.

Wyoming ranks first in the Tax Foundation’s 2012

State Business Tax Climate Index and is one of only
four states that collect no personal income taxes and
no corporate income taxes. The ranking is consistent
with Governor Matt Mead'’s fundamental formula

to encourage, not discourage, entrepreneurs and
businesses, on the belief that when they are doing well,
everyone benefits.

Talent Pipeline

Talented human capital is one of the most critical
factors related to the growth and success of
companies and the prosperity of communities and
states. Today, even as unemployment remains high,
thousands of jobs throughout America cannot be filled
because of a growing skills gap. States play a major
role in education and training and are on the frontlines
of developing the workforce of today and tomorrow.
The most successful state initiatives are those that
develop and deliver training programs with input from
business.

Almost every state is implementing programs to
develop a labor force with more science, technology,
engineering and math (STEM) capabilities. An
increasing number of states are paying attention to
building a workforce to fill middle-skill jobs that require
some training beyond high school, but not a four-year
degree.

In order to gauge the overall environment for workforce
activities in each state, the metrics cover some areas
of higher education efficiency and attainment, the rigor
of high school coursework, and the performance of
the state job assistance system. Enterprising States
provides a top-line review of the talent within each
state based on general measures of secondary and
higher education and workforce training systems.

For a more in-depth analysis of the performance of
state public postsecondary education systems, the
U.S. Chamber’s Institute for a Competitive Workforce
publishes Leaders and Laggards: A State-by-State
Report Card on Public Postsecondary Education.
Leaders and Laggards provides more detailed state-
by-state analysis of specific policy, practices and
funding decisions directly related to postsecondary
education.

Top talent pipeline states are determined using six
measures:

e Higher education degree production
e State spending per degree awarded

e Total student cost at a four-year research institution
as a share of state disposable income

e Share of residents age 25 to 44 with at least a two-
year degree

e Share of high school seniors taking Advanced
Placement Courses

e Attainment of goals for placing adults in open jobs
by the state workforce development system

In 2012, the top-10 performing talent pipeline states
are:

1. Florida - Florida ranks in the top eight in four of
the six workforce and training measures. It ranks
first in higher education efficiency and share of
high school seniors taking advanced placement
exams. The state ranks fourth for the efficiency
of its workforce placement system and eighth in
college affordability.

2. Massachusetts — Massachusetts ranks in the
top seven in four workforce metrics. The state has
the nation’s most educated young workforce, the
third-highest output of college degrees, and the
third-best ranking for its state workforce system
efficiency.

3. New York — New York places in the top 20 in
five of six workforce measures. The Empire State
receives high marks for its college-educated
population, advanced-student achievement, and
its output of college degrees, ranking seventh or
higher in all three metrics.

4. Utah - Utah holds a top-10 position or better
in three rankings, including higher education
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spending per credential granted (3'), undergrad
tuition as a share of disposable income (6%), and
degrees awarded per resident aged 18 to 24 (10").
Utah’s highly educated talent pool is a strong
attraction for a growing number of technology
companies and for the financial services sector.

South Dakota - South Dakota is a leader in
investment in higher education efficiency, tuition
affordability, and job placement performance. The
South Dakota Workforce Initiatives (SD WINS)
program is a 20-point plan launched to expand
workforce training opportunities and attract

skilled workers to the state, supporting business
expansion.

Virginia — Ranked ninth for its high percentage of
citizens with college degrees, the state is working
to increase the number of high school graduates
attending college with its Top Jobs Act. The
program aims to help 100,000 more Virginians get
college degrees over 15 years. Virginia ranks better
than 22" in four workforce metrics and no worse
than 33 in any measure.

Maryland - Maryland is home to the nation’s
10" most educated young workforce and it

ranks second for sending high school students

to advanced-placement exams. The state is
positioned well to increase its already high level of
educational attainment with the nation’s 11" most
affordable higher education system.

Colorado — Colorado holds the number-eight rank
in two key talent pipeline measures including the
percent of 25- to 44-year-olds with an associates’
degree or higher and the share of high school
seniors taking advanced-placement exams. The
Colorado Blueprint aims to capitalize on this

highly educated populace to achieve its aims of
making Colorado an epicenter of innovation and
technology in the 21st century.

North Dakota — North Dakota is highly rated for its
tuition rates and percentage of individuals with an
associate’s degree or higher, ranking second. The
state produces the 17""-most college graduates

for its size, and its job-placement system is the

16" most efficient. To support the overwhelming
demand for oil and gas workers, the state has
launched a Petroleum Safety and Technology
Center to provide workforce training to meet the
industry’s massive demand for workers.

10. Connecticut — A strong all-around workforce
performer, Connecticut ranks in the top 24 in
five and the top 19 in three workforce measures.
The state has the seventh-most educated young
workforce and the sixth-most efficient workforce
placement system.

Talent Pipeline Policies that Produce

Florida’s Workforce Florida, Inc. program serves as
a catalyst for creating world-class talent at every skill
level. It is focused on getting Floridians back to work
while emphasizing the state’s most promising future
opportunities.

Employ Florida Banner Centers are a statewide,
industry-driven initiative focused on building
partnerships among stakeholders in workforce,
education, industry and economic development. The
state’s 11 current and planned Banner Centers focus
on developing and coordinating educational and
training resources to boost the competitiveness of
targeted industries that diversify Florida’s economy.
Each of Florida’s 11 Banner Centers aims to:

e Become the statewide nexus for industry
knowledge related to workforce needs of a
targeted industry.

e Support the pipeline development needs of key
Florida industries from entry-level to advanced
workers.

e Deliver workforce development products, services,
training and access to certifications valued by
industry.

The Employ Florida Marketplace, online at
EmployFlorida.com, offers job seekers access to
thousands of employment listings, and businesses
access to thousands of job seekers looking for entry-
level to executive positions.

EmployFlorida.com microportals include Employ
Florida Silver Edition, a career resource for the 50+
demographic and Employ Florida Vets, Florida’s online
source for veterans’ employment and employer-
recruitment information.

In Massachusetts, Office of Labor and Workforce
Development operates 34 One-Stop Career Centers
in every major city of the state, with branch offices in
additional communities. The One-Stop Career Centers
are administered locally by Workforce Investment
Boards — comprised of leaders from business,



government, education, labor and communities — to
ensure that the centers are effectively linking training
with business.

An Ambassadors Program supports the goal of
increasing the system’s capacity to meet the needs

of employers by engaging Massachusetts Workforce
Investment Board (MWIB) members and others, in a
campaign to connect private-sector employers with
the One-Stop Career Centers, increase awareness of
the many services the one-stops offer, and encourage
employers to utilize these services in their recruitment
and hiring plans.

Since 2003, the Massachusetts Department of Higher
Education has administered the STEM Pipeline Fund
to 1) increase the number of Massachusetts students
who participate in programs that support careers

in STEM fields; 2) increase the number of qualified
STEM teachers; and 3) improve the STEM educational
offerings available in public and private schools.

The Commonwealth Marketing Office, a
Massachusetts state agency, launched a website
designed to advance the state’s effort to keep
college students in Massachusetts after graduation
from local colleges. The Mass Stay Here Internship
Site is a statewide internship resource highlighting
internship opportunities. A complementary WOW
Campaign raises awareness about the exciting
career opportunities that exist in Massachusetts for
students who pursue STEM college majors and skills
certificates. The campaign is aimed at students,
parents, and teachers.

Infrastructure

Infrastructure is the basic foundation upon which
economic development and growth is created and
sustained. States and cities must continually upgrade
their highways, airports, harbors, utility distribution
systems, railways, water and sewer systems, and
communications networks to keep pace with

the requirements of an ever-changing business
environment. In our increasingly network-centric,
globalized economy, high-quality air service for
passengers and freight and high-speed broadband
are becoming an essential part of the infrastructure
requirements for a 21t century economy.

As state governments seek ways to trim costs and
leverage other resources they are taking a hard look at
public-private partnerships (PPP) to build, operate and

maintain everything from roads to airport terminals.

In many states, specific types of infrastructure are
being prioritized and incentivized to build or attract
highly desirable economic opportunities such as data
centers.

The top infrastructure states are determined by a
combination of four metrics:

e Broadband capacity: share of households with
10-megabit download speed available

e Broadband availability: share of households with
three or more providers available

e Road quality

e Share of bridges determined to be deficient or
obsolete

The following states are ranked as the top-10-
performing infrastructure states for 2012:

1. Florida - Florida is a clear standout as determined
by all of the infrastructure measures used in the
rankings. The state ranks no worse than seventh in
any infrastructure measure, led by the second-best
road quality and the fourth-best availability of high-
speed broadband.

2. Nevada - Nevada’s bridge infrastructure is among
the best in the nation. The highly urbanized state
ranks very highly in broadband accessibility, with
97% of its residents having access. The Nevada
Broadband Task Force and Connect Nevada
are taking steps to increase access for rural
populations and Hispanics.

3. Utah - Utah'’s influx of technology companies
and workers has created increasing demand
for bandwidth and storage. The state ranks
ninth in households with access to at least three
broadband providers and fifth in bridge quality.

4. lllinois — Faced with difficult budget conditions,
the state of lllinois has embraced public-private
partnerships as a way to maintain a strong system
of infrastructure. lllinois ranks sixth in bridge quality
and is in the top 15 in both broadband metrics.

6. Arizona - Arizona ranks third in bridge quality, and
no worse than 22" in any infrastructure metric. The
state’s increasing population could put increasing
demands on transportation infrastructure and
water resources. The Water Infrastructure Finance
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authority is a bond bank that issues water
quality bonds on behalf of communities for basic
water infrastructure, an essential ingredient to
accommodate growing residential, commercial,
and industrial uses.

Delaware — Delaware lands in the top 12 in both
broadband telecommunications metrics, and the
state has increased funding to its transportation
trust fund as part of the new “Building Delaware’s
Future Fund.” Port infrastructure upgrades at the
state’s Port of Wilmington have also received state
support.

Minnesota - Following the |-35 bridge collapse
disaster of 2007, the State of Minnesota committed
itself to a $2.1 billion, 10—year, bridge-improvement
program. The initiative provides funding to replace
or repair more than 120 bridges throughout the
state, with around 60 complete by the end of 2011.
Bridge investments are paying off, as the state
places first in bridge quality in this year’s study.

Texas — Texas is a strong performer in all
infrastructure measures, landing at no worse than
21stin any metric. The Texas Mobility Fund provides
a revolving fund of financing for transportation
infrastructure upgrades around the state. In 2012,
the fund committed an additional $2 billion in
funding to local governments as part of a wider, $4
billion set of infrastructure investments.

Georgia — Georgia ranks first in road quality and
12" in bridge quality. Seeking to prepare its port
infrastructure for the new classes of ships that will
soon be passing through an expanded Panama
Canal, Georgia has made port upgrades a priority.
The state has invested in excess of $130 million
dollars in improvements to the Port of Savannah
over the past three years, with an additional $47
million allocated in 2012.

Ohio — Ohio ranks at least 24" in each
infrastructure metric, led by the nation’s 12t-
best access to 10-megabit broadband. In order
to improve access to rural areas, the state has
launched the Connect Appalachia Broadband
initiative, which works with public- and private-
sector partners to identify regions of need and
coordinate state and private-sector resources to
provide service.

Infrastructure Policies that Produce

Florida’s State Infrastructure Bank (SIB) is a revolving-
loan and credit-enhancement program consisting

of two separate accounts, and is used to leverage
funds to improve project feasibility. The SIB provides
loans and other assistance to public or private entities
carrying out or proposing to carry out projects eligible
for assistance under federal and state law.

Florida SIB projects must be on the State Highway
System or provide increased mobility on the state’s
transportation system, or provide intermodal
connectivity with airports, seaports, rail facilities, and
other transportation terminals. As of September 2010,
Florida’s State Infrastructure Bank has approved
loans totaling $1.1 billion, leveraging $8.3 billion in
total project costs. The bulk of the funding has gone
to roads projects and transportation-related facilities.
Florida stands out from other state infrastructure banks
in that 11% of funds have gone to transit projects.

Recently $15 million was included in the Florida
Department of Transportation’s (FDOT) strategic
intermodal system to support spaceport infrastructure.
These investments include launch-support facilities that
are located at launch sites, or launch ranges that are
required to support launch activities, including launch-
vehicle assembly, launch-vehicle operations and
control, communications, and flight safety functions, as
well as payload operations, control, and processing.

Governor Rick Scott is prioritizing transportation
projects that are vital to facilitating economic
development opportunities in Florida. Specifically, the
governor is promoting:

Investments in improving Florida’s 14 deepwater
seaports to prepare for the expansion of the Panama
Canal, ratified free trade agreements, and the growing
economies of Central and South America. In addition,
he is proposing to improve transportation to and

from Florida’s ports, including support for innovative
concepts like inland ports.

Building an interconnected, efficient transportation
system, guided by the Florida Department of
Transportation’s vision plan. Goals include employing
creative financing alternatives, offering transportation
choices, reducing bureaucracy, and streamlining
decision making to plan and develop future corridors.

Nevada is a geographically large state that is very
urban in the Las Vegas and Reno areas, but very rural



elsewhere. As a worldwide tourism destination, the
state has an annual tourist population of 40 million.
The Greater Las Vegas area alone gets about 3 million
visitors per month, with airport boards totaling just
under 19 million in 2010. Consequently, the provision
of infrastructure and related services presents a unique
challenge in Nevada as the wide-ranging needs of
residents and temporary populations come into play.

Nevada ranks very highly in terms of access to high-
speed broadband for about 97% of its residents,
particularly in the two major metro areas. The Nevada
Broadband Task Force and Connect Nevada have
been working to facilitate access to affordable and
reliable broadband services for all Nevadans, with a
focus on rural areas. As part of its 2011 Residential
Technology Assessment, Connect Nevada assessed
the unique technology needs and trends related

to Hispanic residents across the state, which now
comprise 26% of the state’s population and are
projected to grow significantly in the coming decade.

The Nevada Department of Transportation is
implementing a long-range planning effort —
Connecting Nevada — that is looking at a wide range

of issues related to the future of the state. Economic
diversification and sustainability are emerging as
central issues as the state seeks ways to diversify
beyond tourism and capitalize on opportunities in
renewable energy development, mineral expansion and
distribution sectors.

A New Energy Industry Task Force has been tasked
by Governor Brian Sandoval to examine energy
transmission issues and assess the regional market
for Nevada’s renewable energy resources. The
Nevada State Office of Energy is coordinating the
efforts of the task force with other state, regional,

and federal organizations to achieve several goals
including: identifying and establishing corridors for the
transmission of electricity; promoting the development
of transmission facilities and renewable energy
resources in Nevada and neighboring states that is
reasonable, considers the impacts to Nevada citizens,
and creates an environment that invites development;
and developing a business case to develop Nevada’s
renewable resources and related industries with the
lowest possible risk to ratepayers.

Growth Measures: Rating the States

Enterprising States compares states using 33
measures of overall economic performance and

performance in five important policy areas for job
growth. Data for each measure was collected for
each state and states were ranked according to
performance.

The heat map matrix on page 28 displays each

state’s performance for each of the 33 metrics. Dark
red squares indicate a top-10 ranking in that metric
and light red squares indicate an 11-25 ranking in a
particular metric. To gauge a state’s performance read
across the page for each state or region. Groupings of
red highlights indicate better performance in that policy
area.

States are grouped by region and metrics by policy
area for easy visual comparison to other neighboring
states. For instance, the Mideast Region proves to be
a poorer performer in tax and regulation, as shown by
large blocks of white, while the Rocky Mountain Region
scores well in the innovation and entrepreneurship
measures.

Metric Definitions
Economic Performance

Long-Term Job Growth, 2002-2012. Percent job
growth between the November 2001-January 2002
average figure and November 2011-January 2012
average figure. U.S. Bureau of Labor Statistics Current
Employment Survey.

Short-Term Job Growth, 2010-2012. Percent job
growth between November 2009-January 2010 figure
and November 2011-danuary 2012 figure. U.S. Bureau
of Labor Statistics Current Employment Survey.
Measures recent job shifts.

Real Gross State Product Growth, 2000-2010.
2005 Chained Dollars. U.S. Bureau of Economic
Analysis.

Economic Productivity: Gross state product
output per job, 2010. Total economic output per
job, a measure of a state economy’s productivity and
the presence of high-value industries. U.S. Bureau of
Economic Analysis.

Productivity Growth: Growth in gross state
product output per job, 2000-2010. Percent
change in total economic output per job between 2000
and 2010. An indication of a state’s shift toward higher
value jobs and industries. U.S. Bureau of Economic
Analysis.

25



Per capita Personal Income Growth, 2001-2011.
Change in real income per person, 2001-2011. U.S.
Bureau of Economic Analysis.

Median Income for a Family of Four Adjusted
for Cost of Living, 2010. U.S. Census 2008-2010
American Community Survey, Missouri Economic
Research and Information Center using data from
Council of Community and Economic Research.

Exports

Export Intensity: Dollar value of manufactured
exports per dollar of gross state product, 2010.
Value of exports equalized for the relative size of state
economies. Measures the importance of exports to a
state’s economy. Covers manufactured exports, not
including bulk commodities that tend to be credited
to the state where the exporting port is located.

U.S. Census Foreign Trade Division, U.S. Bureau of
Economic Analysis.

Export Intensity Growth: Change in dollar value
of manufactured exports per dollar of gross
state product, 2002-2010. Measures increasing

or decreasing role of exports in a state’s economy.
Manufactured exports. U.S. Census Foreign Trade
Division, U.S. Bureau of Economic Analysis.

Percentage point change in state share of total
national exports, 2002-2011. Measures a state’s
export performance relative to other states and
accounts for overall national export growth or decline.
Manufactured exports. U.S. Census Foreign Trade
Division.

Growth in gross manufactured exports, 2002-
2011. Manufactured exports. U.S. Census Foreign
Trade Division.

Innovation and Entrepreneurship

STEM Job Growth: Growth in science,
technology, engineering, and mathematics

jobs, 2001-2011. Growth in computer specialists;
mathematical science; engineers; engineering
technicians; life scientists; physical scientists; social
scientists; and life, physical, and social science
technicians. EMSI Complete Employment, First Quarter
2012.

STEM Concentration: Science, technology,
engineering, and mathematics jobs, 2001-2011.
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Measures concentration of STEM jobs in a state versus
the nation. Location Quotient is the share of STEM jobs
in state divided by share of STEM jobs in nation. EMSI
Complete Employment, First Quarter 2012.

High-Tech Business: High technology share of
all establishments, 2011. The share of business
establishments (locations) that are in high-technology
industries. High-technology industry definition includes
45 six-digit NAICS industry sectors within the state
including technology manufacturing sectors, adapted
from the industry definition created by TechAmerica.
EMSI Complete Employment, First Quarter 2012.

Business Creation: Business establishment birth
rate, 2008-2009. U.S. Census Bureau, 1989-2009
Business Information Tracking Series.

Academic Research and Development as a
share of Gross State Product, 2009. Measures the
extent to which academic R&D plays a role in the state
economy. Funding could come from industry, state or
federal government, or other agency. National Science
Foundation State Science and Technology Indicators
2012

Kauffman index of Entrepreneurial Activity, 2011.
Measure of monthly new business starts derived from
the Current Population Survey. Kauffman Foundation.

Taxes and Regulation

Business Closure: Establishment death rate,
2008-2009. U.S. Census Bureau, 1989-2009
Business Information Tracking Series.

Tax Environment for Mature Firms, 2011. Measure
of tax environment for established businesses in a
state. Tax Foundation.

Tax Environment for New Firms, 2011. Measure of
tax environment for new and start-up businesses in a
state. Tax Foundation.

State business tax climate index, 2012. Index of
taxes affecting business. Tax Foundation.

Small Business Survival Index, 2011. An index
combining 44 measures of government-imposed or
related business cost measures affecting a wide variety
of industries and business types. Small Business &
Entrepreneurship Council.



State Cost of Living Index, 2011. Missouri
Economic Research and Information Center, using
data from Council of Community and Economic
Research.

Talent Pipeline

Higher Education Output: Bachelor’s degrees
conferred per 1,000 18- to 24-year-olds, 2010.
Measures degree output of the state higher education
system. National Center for Education Statistics, U.S.
Census Population Estimates.

Higher Education System Efficiency: State
higher education spending per degree awarded
at four-year public research institutions, 2010.
Delta Cost Project on Postsecondary Education Costs,
Productivity, and Accountability.

College Affordability: Average undergraduate
charge at public four-year institutions as a share
of disposable personal income, 2011. Measure of
degree affordability adjusted for state income levels.
National Center for Education Statistics, U.S. Bureau of
Economic Analysis.

Educational Attainment: Associates’ and above
degree holders among 25- to 44-year-old
population, 2010. U.S. Census American Community
Survey, 2010.

Share of public high school students taking
Advanced Placement Exams, 2011. Measures
the extent to which rigorous curriculum is available
in secondary schools. College Board, Advanced
Placement Report to the Nation.

Job Placement System Efficiency: Employment
retention rate goal attainment, 2010. Ratio of
workforce development system adult customers still
employed several months after exit from state job
training and placement services compared to the
agreed-upon goal rate. Measure of performance of a
state’s workforce assistance system. U.S. Department
of Labor Employment and Training Administration.

Infrastructure

Broadband Capacity: Share of households
with at least 10 Mbps downstream broadband
availability, 2011. U.S. National Broadband Map.

Broadband availability: Share of households

with at least three broadband service providers
available, 2011. U.S. National Broadband Map.

Road Quality: Percent of road miles rated
mediocre or poor, 2008. Federal Highway
Administration.

Share of bridges rated structurally deficient

or functionally obsolete, 2010. Federal Highway
Administration, National Bridge Inventory.
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The Next Boom States

Which states are best positioned to grow, create jobs,
and prosper in the coming five to 10 years?

It is widely agreed that a confluence of factors has
fundamentally reshaped the economic landscape in
which American businesses operate and compete.”
Consequently, in the ebb and flow of the global
economy, states can no longer rely solely on strategies
of keeping costs low and providing incentives to attract
footloose, commodity-based branch plants or offices.
Instead, states must create the right business climate
that allows companies and entrepreneurs to create
21st century jobs.

Dramatic changes in the scope and scale of the global
economy have significantly altered the nature of foreign
competition. Jobs are the new currency for leaders
across the globe, and those who can create good
jobs will own the future.”® With 95% of the world’s
customers living outside our borders, trade with other
countries is an important part of our economy that will
continue to be important long into the future.

Businesses need a highly skilled workforce — including
many workers with certificate or two-year degrees

— that is able to perform the jobs of a 21st century
economy. Innovation, now the essential driving force
for creating and sustaining economic opportunities, is
much more multidisciplinary and global in scope than
ever before. Innovation cycle times are much shorter
and continue to accelerate. States that are able to

get students involved in the STEM fields — science,
technology, engineering, and math — and provide the
tools, support, and tax and regulatory environment for
companies to continuously innovate will be the most
competitive.

The job-creation headwinds are strong, as companies
across all sectors have made operational changes

to improve productivity and optimize employment.
Furthermore, because of advances in technology,
particularly computers and other information
technology, companies are increasingly able to
maintain or even expand production without adding
workers. Finally, according to Andy Grove, former Intel
chief, the cost of creating U.S. jobs in some high-tech
industries has grown from a few thousand dollars

per position in the early years to a hundred thousand
dollars today. *

States wishing to do well in this environment face
many barriers. These include the high level of debt in

many states, a growing skills mismatch between the
workforce and the jobs available within a state, and
outdated regulations and taxes that serve as barriers
to free enterprise.

Economic Momentum + Policies that
Produce

Of course, predicting and comparing the future of
states is difficult at best. But we can identify those
states with the best momentum and those best
positioned to meet the challenges of the future.

The states most likely to grow in the next decade wiill
be defined by the following broad policy approaches:

e Parlaying their natural resources and historically
competitive industry sectors into 215t century job-
creating opportunities.

e Paying attention to and addressing their
competitive weaknesses.

e Supporting their companies’ business
development efforts to reach an expanding global
marketplace.

e (Creating fertile environment and workforce for a
technology-based and innovation-driven economy.

e (Getting government, academia, and the private
sector to collaborate effectively to make sure that
more new ideas developed by companies and in
research labs scale up into industries.

e Taking steps to make existing firms more
productive and innovative, creating an environment
in which new firms can emerge and thrive.

¢ Maintaining an affordable cost of living for middle-
skilled and middle-class employees.

e Promoting education, workforce development and
entrepreneurial mentoring.

e [ostering an enterprise-friendly business
environment by cleaning up the DURT (delays,
uncertainty, regulations, and taxes), modernizing
government, and fixing deficiencies in the
market that inhibit private sector investment and
entrepreneurial activity.
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State policies and programs that most effectively
promote job creation are rooted in market reality. This
means building on the existing core industries and
technological advantages of a state while pursuing
opportunities in growing sectors. Building on and
sustaining existing economic momentum remains
a key means of guaranteeing success in the future.

The McKinsey Global Institute identifies six sectors
with the most potential for job growth: health care,
business services, leisure and hospitality, construction,
manufacturing, and retail. Today, according to
McKinsey, these sectors span a wide range of job
types, skills, and growth dynamics. They account for
66% of employment now and could account for up
to 85% of new jobs created through the end of the
decade.” States with energy and a strong food and
agriculture sector will also undoubtedly continue to
grow and create jobs.

States with large companies that bring together
multiple technologies or complex expertise — such
as in advanced manufacturing, investment banking,
construction and engineering, and natural resources
— also enjoy a competitive advantage. Likewise, states
with technology companies that are part of complex
virtual networks — like AMD and CISCO - are poised
to grow.” Industries that don’t use a lot of labor in
production have abundant opportunities to expand
employment in support industries such as software,
logistics, and advanced producer services.

The future boom states list is determined using a
weighted, normalized index of twelve measures:

Primary measures:

e [ong-term job growth, average annual employment
growth 2001-2011, two points

e Short-term job growth, 2009-2011 job growth, two
points

e Projected job growth, 2011-2016, two points

e Education-level of young workforce, share of 25-
to 44-year-olds with a two-year degree or higher,
three points

e Livability, median income for a household of four
adjusted for cost of living, two points

Secondary measures (one point each):
* In-migration rate
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e |mmigration rate

e Business birth rate

e Cost of living

e Growth in per capita personal income

e Export intensity, dollar value of exports per dollar of
gross state product

e (Concentration of children under age 18

The top ten future boom states are:

1. North Dakota - It is not surprising that North
Dakota ranks first in short- and long-term job
growth and third in projected future job growth.

It may be a surprise to notice that the state ranks
second only to Massachusetts in the educational
attainment level of its young workforce. More than
50% of its young workforce has at least a two-year
degree.

2. Utah - Utah ranks in the top five in all three job
growth measures and second in business creation
rate. Known recently for its growth in financial
services and technology sectors, the state ranks
fifth in export intensity and sixth in cost of living,
positioning it well for the future with wealth-creating
industries in an affordable environment.

3. Texas — The key to the future in Texas lies in its
dynamic economy coupled with an affordable
environment. The state ranks in the top five in all
three job creation measures, sixth in business
creation, and ninth in immigration. Texas is the
nation’s top exporter by volume as a share of the
size of its economy. This is all occurring in a state
with the third-lowest cost of living.

4. Virginia - Virginia is a high-value, high-income
economy. It’s the top state for adjusted family
income, a quality of life that is attracting new
migrants to the state at the seventh-fastest rate in
the nation. The state ranks ninth for its educated
workforce and ninth in projected job growth.

5. Wyoming - Fueled in part by growth in energy
extraction, Wyoming added jobs at the second-
fastest rate over the past decade, and grew its per
capita income the third fastest. New businesses
are sprouting up to take advantage of that growth;
the state is adding new business locations at the
11" fastest rate in the nation.



6. Washington — Washington makes the top 10 on
solid all-around performance. The state ranks no
worse than 36" in any measure in the index and in
the top 20 in seven of 12 metrics. On the strength
of its aerospace and software sectors, Washington
is the fourth-ranked state in export intensity.

7. Maryland - Maryland is a center for high-tech
business and research and development. The state
is a strong all-around performer, ranking in the
top 20 in nine of 12 measures. The state is 13" in
recent job growth, 15" in projected job growth, and
tenth in immigration rate. Maryland has the tenth
most educated young workforce and the fifth-best
family income level.

8. Colorado — Americans are moving to Colorado at
the fifth-fastest rate of any state and many may be
starting businesses, as the state ranks third in that
measure. The state is a prime destination for young
families, ranking eighth for the education level of
its young workforce, eighth in concentration of
children, and seventh in median income for a family
of four.

9. South Dakota — Known for its friendly business
climate, South Dakota ranks eighth in long-term
job performance, fifth in projected job growth, and
fourth in per capita personal income growth.

10. Massachusetts — Massachusetts is home to the
nation’s most educated young workforce, at 53%
with at least a two-year degree. Its high incomes
place it third for adjusted family income and its job
growth has accelerated recently with a 14"-place
ranking in the past two years.

North Dakota - Leading the Great Plains
Resurgence

North Dakota has added nearly 50,000 new jobs in
the last decade, equivalent to seven percent of its total
current population. The American Gross Domestic
Product grew at a pace of 2.9% last year, but North
Dakota’s economy increased by 7.1%. The outlook

for North Dakota’s economy is bright, as the state
continues to capitalize on robust opportunities in
energy, manufacturing, agriculture, and technology.

The Bakken formation of western North Dakota
represents the hottest oil play in North America and is
expected to last for at least 20 years. The oil and gas

boom of the Bakken is certainly a big contributor to the
state’s rising economic fortunes and ambitions. The
state’s western oil patch has not only created many
direct energy jobs but also spurred growth in a wide
array of industries from business services to hospitality
and retail.

Critically, there’s more to North Dakota’s economic
success than the oil boom. Among the current
16,000-plus job openings in North Dakota, 60% are
found outside of oil-producing counties, many in
manufacturing, technology, or advanced services
sectors. Information technology/services giants
Microsoft and Amazon have both recently expanded

in the state, as have global machinery manufacturers
Caterpillar and Doosan, maker of the Bobcat skid-steer
loader.

Agriculture is booming in North Dakota and becoming
increasingly knowledge-intensive as tech-savvy
farmers adopt precision agriculture practices to work
with processors to reach high-value markets in food,
fuel, fiber, and pharmaceuticals. A looming world
population of 9 billion assures a growing long-term
market for commodities, specialty products, and the
farm machinery that is produced in the state.

North Dakota has emerged, quite unnoticed by

the national media, as an undiscovered hotspot for
science- and technology-based development. The
state has long boasted better education scores than
most states, and now North Dakota ranks second
behind only Massachusetts in the percentage of
college-educated people under 44. According to the
National Science Foundation, North Dakota is ranked
number one among the states in the percentage

of state and local contributions to total research
conducted at universities and colleges.

In 2010, Inc. magazine highlighted the Red River Valley
Research Corridor’'s emerging vaccine and infectious
diseases industry as one of the nation’s top twenty
idea-producing regions. But the corridor spanning

the eastern border of the state is also on the leading
edge in microelectronics, manned/unmanned aviation,
remote sensing, farm machinery and equipment,
off-road vehicles, energy, agriculture, coatings and
surfaces, and advanced manufacturing.

North Dakota’s total exports increased by 122%
from 2006-2011, compared to a national increase
of 44%. Major exports include crude oil, machinery
and equipment, agricultural commodities and food
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products. The North Dakota Trade Office (NDTO),

a private-public, non-profit partnership, serves as
catalyst in a collaborative effort with other partners to
provide North Dakota companies with the support they
need to succeed in the global marketplace.

Governor Jack Dalrymple and the North Dakota
Chamber of Commerce have teamed up to lead

a statewide visioning initiative titled North Dakota
2020 & Beyond. The initiative intends to capitalize on
current momentum by emphasizing job creation and
building a positive business climate. It will also focus
on enhancing North Dakota’s quality of life and the
livability of its communities.

Utah - The Rise of Silicon Slopes

Utah’s economic rebound from the recession has
been highlighted by major employment add-ons in
five major sectors including manufacturing, trade,
transportation and utilities, professional and business
services, education and health services, and leisure
and hospitality.

Utah’s leaders in business and government trace

this diversified growth to a unigue, calculated mix

of comparatively reasonable operating costs and

an affordable and well-educated, and largely multi-
lingual, workforce. This mix is extremely attractive to

a burgeoning number of technology companies that
view Utah as an attractive location for business and
skilled employees looking for a family-friendly, outdoor-
amenity-rich lifestyle. Utah is also poised to continue to
grow as a major player in the financial services industry
due to its relatively benign regulatory climate.

Utah recently amended or eliminated 368 outdated
and unnecessary regulations that were determined

to be a drag on the economy. Utah also reduced
unemployment insurance’s maximum cap from 9.5%
to 7.5%, thereby achieving more than $26 million in tax
savings for Utah’s businesses.

Utah is a growing epicenter of international trade with
exports growing by 37% from 2010-2011, surpassing
the national export growth rate of 16%. The growth
comes from a solid mix of growing resource exports
combined with rising international trade in computer
and electronic products, chemicals and transportation
equipment.

USTAR (Utah Science Technology and Research) is an
initiative created in 2006 to fund strategic investments
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at the University of Utah and Utah State University to
leverage the success of Utah'’s research universities in
creating and commercializing innovative technologies.

In just five years of operation, USTAR has recruited
more than 40 top researchers to the University of
Utah and Utah State University; USTAR researchers
have created $137.4 million in total economic impact,
producing a 187% leverage of Utah’s research
investment; USTAR researchers have created four
companies, and have a current commercialization
pipeline of more than 20 other projects.

Texas - The Lone Star Dynamo

Texas added more people (421,000) than any other
state from 2010 to 2011, according to the U.S. Census
Bureau. Texas has only 8% of the nation’s population,
but the state accounted for almost 19% of the nation’s
population growth for the year.

In 2011, Texas’ real gross domestic product grew by
2.4% compared with 1.6% GDP growth for the nation.
By December 2011, Texas employers replaced all
427,600 jobs shed during the recession as the state’s
economy rebounded more quickly than did the U.S.
economy. In contrast, through February 2012, only
39% of the nation’s recession-hit jobs have been
recovered.

And, critically, the Lone Star State continues to add
jobs at a more rapid rate. The state, according to a
new fForbes ranking, remarkably accounts for eight of
the nation’s strong job markets and four of the six best
performing among the country’s large metropolitan
areas. The Lone Star State’s combination of low taxes,
reasonable regulatory structure, low cost of living, and
business-friendly policies has attracted employers
seeking to start or expand their businesses. The Texas
Legislature’s loser-pays tort reform law, passed in 2011,
discourages frivolous lawsuits and gives businesses
more certainty that their capital investment will be
protected in Texas.

Based on current trends, Texas likely will continue
to outpace many if not most of its competitors as it
continues to capitalize on burgeoning opportunities
in energy, advanced manufacturing, finance, and
international trade.

Governor Rick Perry and the Texas Legislature
have consistently funded two tools to attract and
create Texas jobs: the Texas Enterprise Fund (TEF),



and the Emerging Technology Fund (ETF). The TEF
functions as a “deal closing” fund, enabling Texas to
compete directly with incentives offered elsewhere
in the country, while the ETF helps early-stage tech
companies grow their ideas from the laboratory into
the marketplace.

Texas is the nation’s largest exporter by volume
adjusted for state size, due to its global-oriented
businesses and its location as a major national hub

for sea, land, and air transportation. Today, Texas
accounts for about one-sixth of the country’s exports
including: petroleum ($51.3 billion), chemicals ($46.6
billion), computers and electronic products ($42 billion),
machinery ($27.6 billion), and transportation equipment
($21.6 billion).

Texas seaports, airports, and the inland ports on

the Mexican border are also among the nation’s
busiest destinations for imports, which benefit related
industries such as transportation and warehousing.
Texas’ port activity rose nearly twice as fast as the
nation’s between 1997 and 2009, and is expected to
keep growing.

Texas also benefits from rising foreign investment.
During the two-year period 2009-2010, more foreign
direct investment projects were recorded in Texas than
in all four previous years combined.

To ensure that Texas has a workforce with 215t century
skills, Texas has invested $81 million in seven Texas
Science, Technology, Engineering, and Mathematics
(T-STEM) Centers for STEM education in K-12 schools.
T-STEM Centers work with T-STEM Academies in

all Texas schools to transform teaching and learning
methods, improve achievement, and ensure all
students are ready for rewarding careers in the 21st
century economy.

Virginia - The Emerging East Coast
Economic Superstar

Virginia’s pro-growth policies and favorable business
climate have made the commonwealth a leader

in economic growth over the last decade. Since
2009, the commonwealth has added over 128,000
jobs, paced by 41,000 new professional, scientific,
and technical-services jobs. Virginia has the largest
concentration in the nation in these professional and
technical services.

Virginia’s low tax and regulatory environment, coupled
with its proximity to the nation’s capital have made

the state one of the most attractive locations for both
domestic and international firms. Its strength in the
rapidly growing professional services sectors, along
with its highly educated workforce and potential as a
transportation and industrial hub position it well for the
future.

Virginia ranks very highly among the states in STEM
jobs and the percentage of high-tech firms. To

build on and further develop its human capital, the
commonwealth recently passed “Preparing for the
Top Jobs of the 21st Century: The Virginia Higher
Education Opportunity Act of 2011.” The legislation

is a forward-looking initiative that focuses on three
major areas including: greater economic opportunity
and impact; reform-based investment; and affordable
access for all capable Virginia students.

The “Top Jobs” legislation provides a roadmap for
achieving an additional 100,000 undergraduate
(associate and bachelor’s) degrees for Virginians over
the next 15 years. Specifically, it focuses on creating
additional degree attainment in high-demand, high-
income fields (e.g., STEM, healthcare) key to the 21st
century economy. A not-for-profit STEM public-private
partnership is being created to fully engage the
business and professional communities in the strategic
direction and promotion of STEM initiatives. The
legislation also incentivizes public-private collaboration
on STEM-related and other commercially viable
research.

Total exports by Virginia increased by 28% during the
five-year period of 2006-2011. Major exports include
manufactured goods, coal, tobacco, and agricultural
products totaling $18 billion in 2011. Virginia's service-
sector exports of education, tourism, engineering,
finance, transportation, and marketing have been
growing rapidly and were estimated at $12 billion in
2010. There are now more than 700 internationally
owned companies located in Virginia, making it one
of the top states in the country for foreign direct
investment.

The Virginia Economic Development Partnership’s
(VEDP’s) Virginia Leaders in Export Trade (VALET)
Program is an award-winning, aggressive program that
since 2002 has assisted more than 165 companies
throughout Virginia to expand their international
business. Each year, 25 qualifying companies are
selected for this comprehensive, two-year business
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acceleration program to bolster their global marketing
efforts. VEDP has offices in Belgium, Shanghai,
Mexico, Japan, India, and the United Kingdom that
help to build meaningful connections with international
markets.

Virginia’s future potential in the international economy
is bolstered by the Port of Virginia, which offers
world-class shipping facilities and a schedule of
approximately 2,500 sailings annually to 250 ports in
100 foreign countries. Virginia has the only port on
the East Coast with channels deep enough to handle
the increasingly larger vessels now appearing on the
shipping lanes. This trend will increase even more
when the Panama Canal opens its third, wider canal
lock in 2014.

Virginia recently committed $4 billion in new funding
as part of its six-year plan to support highway and
rail projects. The funding, the most new funding
for transportation in a generation, has supported
hundreds of projects across the state. A proposed
Route 460 Corridor -I1-85 Connector Project would
build a new, four-lane highway linking the Port of
Virginia to commercial and population centers to
the south and west that could result in an annual
economic impact by 2020 estimated at $7.3 billion,
supporting 14,120 jobs in the corridor.

Finally, Governor Bob McDonnell has declared 2012
“The Year of the Entrepreneur.” Partnering with Virginia
entrepreneurs, Virginia’s chief jobs creation officer,
and others, the governor plans to highlight the role
of entrepreneurs in creating opportunity. Over the
course of 2012, Virginia will hold roundtables and
meetings with business owners, a business plan
competition, a college “elevator pitch” contest, and
an innovation summit to inspire others in Virginia and
around the world to turn big ideas into reality in the
commonwealth.

Washington - Global Reach in Aerospace,
Food, Software and Retailing

Washington state has a strong foothold in several very
solid world markets, particularly in the Asia-Pacific
market, with considerable long-term growth potential.

Washington’s ports are the closest mainland U.S.
ports to Asia. Ships can arrive up to two days sooner
in key ports such as Tokyo and Busan than from other
mainland U.S. ports. Air freight can arrive in Beijing in
less than 15 hours. Combined, the ports of Seattle and
Tacoma are the 2nd largest handler of container cargo
in the U.S. and have excellent rail-road-air links.
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Aerospace remains a key pillar of the state economy.
With rising fuel prices, world airlines are replacing older
aircraft with newer, more energy-efficient models.

This demand, combined with rapid growth in air

travel throughout the world, has created a favorable
environment for airplane manufacturers, such as
Boeing. According to the Washington Aerospace
Training and Research Center, to meet this demand for
new travel, and to replace aging and inefficient aircraft,
airlines will purchase new planes at a rate of nearly
1,500 per year.

Boeing has recently signed some very large, long-term
contracts. In response, the state is making significant
investments in training new aerospace workers at 11
community and technical colleges. It is also starting

a research institute focused entirely on aerospace
technology.

Washington’s aerospace exports are unparalleled, but
the state is also the third-largest exporter of food and
agriculture products in the U.S. In 2010, Washington
exported more than $6.1 billion worth of food and
agricultural products. From October 1, 2010 to March
31, 2011, the value of Washington-origin farm and
seafood products set a record pace.

Business, government and labor leaders worked
together during a 2012 special legislative session

to create a program for high schools to implement
specialized STEM courses. This makes sense to meet
the state’s projected growth of about 29,000 new jobs
from 2012 to 2016 in the information industries and
professional, scientific, and technical services.®

In an era with growing interest in renewable energy,
Washington leads the country in the production

of clean hydroelectric power. Hydroelectric power
accounts for nearly three-fourths of state electricity
generation, which could give Washington a competitive
advantage in powering a new generation of electric
vehicles.

Finally, Washington State is taking steps to simplify life
for small business owners. And not to be overlooked,
the state is the home of Microsoft, Amazon and
Starbucks — proving that companies in Washington
can successfully scale up and dominate their markets.



Alabama

Newly elected in 2010, Governor Robert Bentley took
office in Montgomery last year having run on a platform
focused on strengthening the state’s overall economic
development efforts. Seeking to bring more unity to the
state’s job-creation efforts, Governor Bentley convened
the Alabama Economic Development Alliance in 2011.
The group of workforce, economic development, and
educational sector stakeholders held meetings and
gathered information throughout the state during the
latter half of 2011 to develop a new strategic plan for
economic development efforts in the state.

In January, the Alliance issued its new Accelerate
Alabama strategic plan, built around targeting growth
in 11 high-potential economic sectors throughout the
state. The plan is focused on enhancing “recruitment,
retention and renewal efforts” over the next three
years. Many of the sectors identified for added effort
are within the advanced manufacturing and technology
industries. Accelerate also attempts to streamline the
operation of existing economic development assets
within the state, eliminating duplication of services.

The Alliance is also tasked with following through on
implementing a key set of “accelerators” in each of the
plan’s areas of focus. The aim is to ensure that state
and local leaders are working toward the same goals,
with various metrics pre-identified to measure job
creation and economic development progress made
during the implementation of the plan.

Governor Bentley and the 2011 session of the
Alabama legislature enacted several pieces
of legislation focused on spurring new job
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new streamlined business-tax-filing legislation. The
proposed law would create a “One Spot” system
allowing businesses to deal with several different
classes of taxes through one system, cutting down on
the time and red tape faced by businesses.

Fastest Growing High-paying Industries in Alabama

Job Growth, 2009-2011

growth. The state’s new “Full Employment Act Seves

of 2011” offered expanding small businesses
in the state the opportunity to receive tax
credits of up to $1000 per new job created, as
long as minimum pay standards are reached.
The governor has also been promoting a “Job
Creation and Retention Act,” which would
allow expanding businesses to retain a certain
amount of the income tax stream created by
new jobs. The legislation additionally provides
incentives to attract new companies to the
state.

Looking to make dealing with taxes a simpler
process for businesses in Alabama, the
state has been considering the adoption of

, Commodity Contracts, & Other Financial
Investments & Related Activities

Primary Metal Manufacturing

Transportation Equipment Manufacturing

Waste Management and Remediation Services

Ambulatory Health Care Services

Motor Vehicle and Parts Dealers

Utilities

Funds, Trusts, and Other Financial Vehicles

Heavy and Civil Engineering Construction

Chemical Manufacturing

Source: EMSI Complete Employment 2012.1

14,427
2,437
2,207
1,808

1,405

1,318
1,143
1,110 Includes sectors paying more than

$40,000 per year

892

874
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Alaska

According to the University of Alaska’s Institute of
Social and Economic Research, oil accounts for one-
third of Alaska’s economy. Another one-third comes
from federal government spending, and the final third
is “everything else.” Yet, Alaska’s oil production, which
peaked at just over two million barrels per day in 1988,
dropped to less than a third of that in 2011, triggering
a dramatic decline in the economic impact of energy
production on the state’s economy.

Governor Sean Parnell is playing a key role in efforts to
boost private-sector jobs and economic development
by encouraging continued energy development in
Alaska and initiatives to diversify the state’s economy.
The Alaska State Chamber of Commerce and others
are supporting the governor’s efforts to reach at least
a million barrels per day of oil production by 2022, up
from 563,000 per day in 2011.

The Make Alaska Competitive Coalition is working to
establish competitive investment opportunities and
regulatory taxation policies to reinvigorate new oil
exploration and production. Specifically, the coalition is
working to fix the high level of taxation and what some
residents see as the progressive nature of the state’s
current tax policy, known as ACES (Alaska’s Clear

& Equitable Share). This has led producers to direct
most capital spending at routine production drilling
and maintenance, instead of getting new oil into the
pipeline.

Governor Parnell is also vigorously
supporting the construction of a gas pipeline
to open up the huge reserves of gas now
stranded on Alaska’s North Slope. This
development, estimated to cost up to $40

Alaska’s Place in the Rankings
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or job training and success, including four years
each of mathematics, language arts, science, and
social studies. The program is intended to improve
graduation rates and make higher education more
affordable for Alaska’s families.

Oil’s Economic Impact in Alaska
Since statehood, two-thirds of job creation has been due to petroleum

Half of today’s jobs in Alaska can be traced to petroleum

billion, will encourage robust exploration of
Alaska’s natural-gas resources, generate
long-term jobs for Alaskans, increase state
revenues, and provide affordable in-state gas
opportunities for consumers and businesses
interested in value-added processing.

Concurrent with energy development
initiatives, Governor Parnell spearheaded

a $400 million investment to create the
Alaska Performance Scholarship program
for performance-based scholarships.

This merit-based scholarship will provide
incentive for students to take a more rigorous
curriculum to better prepare for college
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e 127,000 jobs from oil production and state oil revenues
® 60,000 spinoff jobs from oil wealth

A family of four benefits by:

®  Permanent Fund Dividend - $5,000
* No taxes - $5,000

e Extra spending - $10,000

Lighter tax burden every year

e $2,500 per capita for households

e Timber, seafood, mining and tourism industries save $700 million
Enhanced public spending for education, public health and safety,
community services and facilities

Source: University of Alaska Institute of Social and Economic Research, 2012.



Arizona

Arizona’s recent job growth and tax revenues point

toward an improving state economy and fiscal outlook.

In the first quarter of 2012, Arizona had a net job gain
of 47,000 jobs across all sectors of the economy,
according to Arizona’s Office of Employment and
Population Statistics.

The state’s budgetary situation is also showing signs
of improvement. In the first quarter of 2012, Moody’s
Investors upgraded Arizona’s credit outlook to “stable”
following Standard & Poor’s upgrade in late 2011.

The upgrades followed actions to balance the budget
including $9 billion in temporary solutions, one-time
fixes and deferrals of spending. These steps stabilized
the state’s budget position, including projected budget
surpluses for 2012 and 2013.

Governor Janice Brewer’s Four Cornerstones of
Reform: The Centennial Edition called on Arizonans
to prepare for a second century of opportunity and
prosperity. It proposed an expanded set of goals
and plans in four key areas including economic
competitiveness, education, state government, and
new federalism.

The hallmarks of Governor Brewer’s economic
competitiveness agenda are competitive taxes, a
ready workforce, and lean regulation. An Economic
Competitiveness Package, enacted in 2011, created
the Arizona Commerce Authority and business
incentives to put the state on par with other peer
states. The Authority is responsible for business
attraction, retention, and expansion with a focus on
key base industries, including aerospace, defense,
renewable energy, and science-technology.

The state has also implemented a variety of programs
and tax cuts designed to attract businesses and
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the capital gains tax on income from investments in
qualified small businesses, and decreases long-term
capital gains for investments held longer than one year.
The existing R&D Tax Credit is enhanced by 10% if
increased R&D is conducted in cooperation with an
Arizona University.

Most Concentrated High Tech Industries in
Arizona, 2011

Semiconductor and Related Device Manufacturing 5.50

incentivize hiring. The Arizona Competes Fund — a
deal-closing fund — invests in business projects that
stimulate and promote industries that provide stable,
high-wage jobs. The Quality Jobs Tax Credit makes
$3,000 available per job per year for three years and is
limited to 400 jobs per employer per year. The state’s
Corporate Income Tax rate will be cut from 6.7% to
below 4.9% between 2014 and 2017.

Innovation-driven jobs are also a focus for the state.
The Angel Tax Credit and Capital Gains program
increases the eligibility for the investment tax credit
from $2 million to $10 million in assets, eliminates

Totalizing Fluid Meter and Counting Device
Manufacturing

Optical Instrument and Lens Manufacturing

Automatic Environmental Control Manufacturing for
Residential, Commercial, and Appliance Use

Bare Printed Circuit Board Manufacturing

Satellite Telecommunications

Semiconductor Machinery Manufacturing

Other Computer-related Services

Other Electronic Component Manufacturing

Wireless Telecommunications Carriers (except

Satellite)

Source: EMSI Complete Employment 2012.1

3.45
2.60
213
1.86

1.74

1.67

1.61 National Average = 1.0
1.58

1.53
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Arkansas

Unburdened by budget-deficit challenges during ] ]
2011 and 2012, Governor Mike Beebe and Arkansas Arkansas’ Place in the Rankings
legislators were able to commit some focus to #5
identifying new policies and tax changes to spur
business growth and job creation. The approved
changes included cuts to utility taxes for manufacturers #5
and tax incentives for the state’s tourism industry. In
addition to these cuts, the state has also pursued
private-public workforce training solutions, such as the #3
Truck Driver Training Pilot Initiative, and continues to
seek ways to build and diversify its economy.

Cost of Living

#5 High School Advanced Placement Intensity
Higher-ed Efficiency

#3 Per Capita Income Growth

Tax Environment for New Firms
Productivity Growth

Entrepreneurial Activity
Governor Beebe’s 2009 Strategic Plan for Economic
Development identified the lack of access to needed
funding as one of the major challenges facing the
development of “knowledge economy” jobs in
Arkansas. In order to deal with this challenge, the state
has now created a new Arkansas Acceleration Fund.
The new fund will be led by a committee including
STEM professionals and entrepreneurs and is tasked
with the identification of funding needs, policy priorities,
and potential funding sources. While still in its initial
stages of development, the fund is designed to make
use of private and public capital grants.

Job Placement Efficiency
Small Business Survival Index
STEM Job Growth

Business Closure Rate
Bridge Quality

Business Birth Rate

College Affordability

Transportation infrastructure improvements are
especially critical in maintaining affordable shipping
options for the state’s product-centric industries,
increasing economic competitiveness and long-term
job creation. Arkansas is dominated by resource-
intensive industries that depend upon these links,
particularly forest and wood products, agriculture and
animal industries and, increasingly, energy and mining.

Recognizing the potential to align local economic
development efforts around regional goals, Arkansas
now permits the creation of regional economic
development partnerships. The new law, adopted in
2011, allows groups of counties and municipalities to
form regional development coalitions and gives them
access to state matching funds to pursue their efforts.
By allowing the expansion of economic improvement
efforts beyond one county or city, the state hopes

to encourage the creation of innovative strategies

Highly Concentrated Industries in Arkansas, 2011

Forestry and Logging 3.82

and make more efficient use of resources. The state
also now allows local governments to make use of
sales tax dollars for economic development activities
and infrastructure improvement projects, upon voter
approval, in order to give local job-creation projects

access to another development tool.

Arkansas policy leaders and voters have also

identified and backed investments in transportation

infrastructure as a means to build up the state’s

Leather and Allied Product Manufacturing
Food Manufacturing

Paper Manufacturing

Animal Production

Wood Product Manufacturing

Truck Transportation

Electrical Equipment, Appliance, & Component Mfg
Primary Metal Manufacturing

Plastics and Rubber Products Manufacturing
Support Activities for Mining

Support Activities for Agriculture and Forestry

3.59
3.37
2.96
2.90
273
243
2.34
2.30
1.85
1.79
1.58

economy. A 2011 special election called by Governor

Beebe saw voters in the state overwhelmingly

approve issuing $575 million in bonds as part of a
nearly $1 billion project to upgrade large stretches of

the state’s interstate highway system.
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Crop Production
Rail Transportation
Management of Companies and Enterprises

Heavy and Civil Engineering Construction

Source: EMSI Complete Employment 2012.1

1.56
1.54
1.58
1.61

National Average = 1.0



California

California Governor Edmund “Jerry” Brown Jr. is
aggressively positioning the state as a national and
global leader in zero-emission vehicles by setting
benchmarks for deployment of zero-emissions vehicles
and for significantly expanding California’s electric
vehicle infrastructure. An executive order by Governor
Brown sets a series of targets aimed at achieving these
goals:

e By 2015, all major cities in California will have
adequate infrastructure and be “zero-emission
vehicle ready”;

e By 2020, the state will have established adequate
infrastructure to support 1 million zero-emission
vehicles in California;

e By 2025, there will be 1.5 million zero-emission
vehicles on the road in California; and

e By 2050, virtually all personal transportation in the
state will be based on zero-emission vehicles, and
greenhouse gas emissions from the transportation
sector will be reduced by 80% below 1990 levels.

The executive order comes on the heels of previous
legislative and regulatory initiatives that aim to reduce
greenhouse emissions while making the state an
epicenter for investment and technology development
in “green” technologies.

The 2006 Global Warming Solutions Act calls for a
30% reduction of greenhouse gas emissions by 2020.
The goal of 80% below 1990 levels by 2050 was set by
an executive order signed by former Governor Arnold
Schwarzenegger.

In 2011, Governor Brown signed SB X1-2, which
directed the California Air Resources Board to adopt
regulations setting a 33% renewable energy target. In
early 2012 the California Air Resources Board (CARB)
voted to require the largest automakers to derive 15%,
or about $1.4 million, of their annual California sales
from electric vehicles and other zero- or near-zero-
emissions vehicles by 2025.

Supporters of the aggressive zero-emission vehicle
goals see the next 10 to 15 years as critical to the
success of electric-drive vehicles and view California’s
leadership and large market as helping to ensure that
automakers continue to innovate and successfully
move to mass-market success. The accrued benefits
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for California, proponents argue, include expansion of
manufacturing related to vehicles, attraction of capital
investment to the state, and new opportunities for
academic and research institutions in zero-emission
vehicle research, innovation and education.

California leads the nation in venture capital
investments in clean-tech industries. Clean technology
encompasses a diverse range of innovative products
and services that optimize the use of natural resources
or reduce the negative environmental impact of their
use while creating value by lowering costs, improving
efficiency, or providing superior performance.

Venture Capital Investment in Clean-tech
Industries in the US and California: 2009-2011

Billions

$6

mUS California

$5

$4

$2.8

$3

$2

$1

$0

2009 2010 2011

Source: Ernst & Young
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Colorado

Under John Hickenlooper’s leadership, Colorado has
taken an innovative approach to statewide economic Colorado’s Place in the Rankings
development planning: creating a plan based upon #2
local brainstorming. The project began with teams at . .
the county level and produced 14 regional statements #3 Business Birth Rate
that became the basis for the state blueprint. Twelve #4
state agencies and organizations collaborated to pool
the input of 5,000 citizens at 50 public meetings and

High-tech Share of All Businesses

Entrepreneurial Activity

#5 STEM Job Concentration

8,600 survey responses. #7 Median Family Income
The Colorado Blueprint outlined 24 action items in #8 Bridge Quality
six general policy areas, assigning detailed tactics to #8 Educational Attainment

each item. The second part of the plan outlines focus
areas for each region of the state. State leaders refer
to the plan as “a first set of achievable objectives to #9
undertake together,” underscoring the project’s themes
of quick action and involvement from across the state.

#3 High School Advanced Placement Intensity
Short-term Job Growth
#9 Small Business Survival Index

_ _ Broadband Provider Availability
In the current phase of the blueprint plan, leaders in

each of the state’s 14 regions are working together
to create regional councils and partnership groups to
ensure the networks and the cooperative structure
are in place to address economic and workforce
development in each region. The regional plans will
be pooled with 15 statewide plans, each addressing
a key industry for the state. According to the plan, this
focus creates horizontal alignment at the state level
of agencies ready to serve each region, and vertical
alignment at the local level based on the new local
partnership groups.

Colorado has a reputation as a center for technology
industries, and the state is hoping to build upon its
innovation capacity with the Colorado Innovation
Network (COIN). COIN is a privately funded,
independent, nonprofit network designed to
mobilize stakeholders from business, government,
nonprofits, and academia to develop and implement
strategic action plans that create new jobs to grow
the economy through innovation. Lawmakers also
recently allocated $5.5 million in gaming revenues to
extend the state’s bioscience proof-of-concept and
commercialization program through 2018.

Colorado is second only to Virginia in its share

of total business locations that are high-tech.

The state has nearly a 60% higher-than-average
concentration of high-tech jobs than the rest of the
nation, averaging more than $115,000 in earnings
per job. Highly concentrated industries include
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manufacturing of electronics and computer equipment,
software products and programming services,
engineering services, systems design, and scientific
research and development.

Most Concentrated High-tech Industries in Colorado, 2011

All Other Telecommunications 4.28

Computer Storage Device Mfg 3.70

Electromedical & Electrotherapeutic Apparatus Mfg 2.93

Other Computer Peripheral Equipment Mfg
Software Publishers

Analytical Laboratory Instrument Mfg
Engineering Services

Wired Telecommunications Carriers
Computer Systems Design Services

Optical Instrument and Lens Mfg

Instrument Mfg for Measuring & Testing Electricity & Electrical

Signals

R&D in Physical, Engineering, & Life Science (exc. Biotech)

Custom Computer Programming Services

Printed Circuit Assembly (Electronic Assembly) Mfg

Source: EMSI Complete Employment 2012.1

2.88
2.21
2.03
1.97
1.85
1.85
1.79
1.78
1.51 National Average = 1.0
1.45

1.42



Connecticut

At the time Governor Dannel Malloy first took office in
January of 2011, Connecticut’s unemployment level
was peaking around 9.3%. From February 2011 to
February 2012, Connecticut slashed unemployment
to 7.8% (national unemployment in February was
8.3%), ranking the state sixth in unemployment
change. In mid-2011, Governor Malloy, along with the
help of the legislature, successfully introduced the
“First Five” job-creation initiative to award tax credits
and incentives to the first five companies to create a
minimum 200 jobs within two years (or five years if
they also invest up to $25 million). The objective is to
retain and expand existing companies and attract new,
large-scale operations to the state. Since its inception,
four companies have already taken advantage of this
initiative.

Connecticut is making small-business growth a priority
with the Small Business Express (EXP) program
created by jobs-bill legislation in October 2011.

The EXP program, administered by Connecticut’s
Department of Economic and Community
Development (DECD), allocates $50 million in the form
of loans and grants to support small businesses that
employ fewer than 50 employees. It gives preference to
firms conducting business in precision manufacturing,
green and clean technology, biosciences, and
advanced technology.

Connecticut has taken particular aim at the bioscience
industry with the introduction of the Bioscience
Connecticut initiative. The first phase of the project
includes the augmentation and renovation of University
of Connecticut Health Center and John Dempsey
Hospital. According to Connecticut Center of
Economic Analysis, the construction and subsequent
operation of these facilities will result in 3,100 direct
and indirect jobs immediately and 18,000 jobs through
2018.

Long-term goals for this ambitious initiative include
increased commercialization of intellectual property,
establishment and attraction of new biotech

and bioscience firms, creation of high-paying

jobs, increased enrollment of medical students,
development of a bioscience industry cluster, and
growth of state income tax base. Based upon state
impact analysis, the initiative hopes to generate 16,400
permanent jobs and $142 million in new taxes as a
result of construction and initial staffing.

R&D in Physical, Engineering, & Life Science (exc.
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Connecticut Innovations (Cl), a partnership with

the State of Connecticut, was authorized under

the Governor’s 2011 jobs bill to receive $125 million
from the state over five years to recruit high-growth,
early-stage companies from other states. As part

of the program, Cl is required to match the state’s
contribution dollar for dollar with $25 million per

year over the same five-year period. Cl targets out-
of-state technology firms through incentives that
include financial support, loan programs, recruitment,
technology accelerator hubs, and incentive packages.

Connecticut Employment in Bioscience
Industries, 2011

Surgical and Medical Instrument Manufacturing 5,203
Pharmaceutical Preparation Manufacturing 4,564

Biotech) 3,465

Medicinal and Botanical Manufacturing 2,685
Research and Development in Biotechnology 2,440
Medical Laboratories 2,249

Medical, Dental, and Hospital Equipment and

Supplies Merchant Wholesalers 2,139

Testing Laboratories 1,838

Surgical Appliance and Supplies Manufacturing 1,002

Source: EMSI Complete Employment 2012.1
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Delaware

As the legal home to over half the nation’s publicly
traded companies and possessing one of the nation’s
most productive economies as measured by output
per job, Delaware traditionally has been seen as one
of the nation’s more business-friendly states. While
the state has seen signs of recovery, and maintained
an unemployment rate below national average during
the past recession, Delaware’s leaders have continued
to implement new policies aimed at protecting and
enhancing the state’s job-creation efforts moving
forward.

Under Governor Jack Markell, Delaware has put
focus on policies supporting both small and large
businesses. The state’s Delaware Strategic Fund
continues to offer low-interest loans and grants to
support business relocation and expansion within
Delaware, and has been targeted for increased
funding by the Markell administration. To assure

that the infrastructure needs of new and expanding
businesses are met, the 2011 General Assembly
created a $55 million New Jobs Infrastructure Fund.
The new program allows the state to make grants to
build or renovate infrastructure, including roads and
utilities that will support business and job creation in
the state. Export infrastructure upgrades have also
been a target for job-creation efforts, with approval of
state-funded improvements to the Port of Wilmington.
For manufacturing jobs, the state has also expanded
a “New Job Creation Credit” for each job created by
qualified companies.

Delaware’s Blue Collar Training Grants program
provides businesses in qualified industries matching
grants to support skills training. Delaware

Delaware’s Place in the Rankings
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communication with the state’s educators. By driving
public-private interaction, the state hopes to assure
that students are receiving the education needed to
prepare for careers in STEM industries.

has also attempted to make targeted tax
reductions a part of the state’s overall job-
creation strategy. The state’s 2012 budget
included reductions in personal income tax
rates and a cut to public utility taxes focused
on making the state more attractive to
manufacturers.

Seeking to strengthen Delaware’s ability to
create and attract high-tech jobs to the state,
Governor Markell created the Delaware
STEM Council in 2011. In addition to a
central focus on improving STEM education,
the council is also considering innovative
ways to improve business collaboration and
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Top Industries for STEM Occupations in

Delaware, 2011

Custom Computer Programming Services

Colleges, Universities, & Professional Schools (State)
General Medical and Surgical Hospitals (Private)

State Government, Excluding Education & Hospitals
Engineering Services

Research and Development in Biotechnology

Credit Card Issuing

Computer Systems Design Services

R&D in Physical, Engineering, & Life Science (exc. Biotech)
Corporate, Subsidiary, and Regional Managing Offices
Data Processing, Hosting, and Related Services
Electromedical and Electrotherapeutic Apparatus Mfg

Elementary and Secondary Schools (Local Government)

Source: EMSI Complete Employment 2012.1

1,693
1,559
1,657
1,458
1,456
1,348
1,014
899
863
830
488
462
460



Florida

In the face of a brightening economic picture, incoming
Governor Rick Scott and state legislators have pursued
several new and expanded policies aimed at building
on the state’s newfound momentum over the past two
years. Upon taking office, Scott pressed for adoption
of a new overarching job-creation policy, focused on
creating 700,000 jobs over the next seven years.

A key piece of the governor’s agenda was streamlining
and consolidating the state’s economic development
efforts into a unified Department of Economic
Opportunity. The new department, approved by

the 2011 legislative session, better coordinates job
creation, community development, and workforce
training initiatives at the state level by combining and
reorganizing several existing departments. The state

is also using its specialized aerospace economic
development agency, Space Florida, to help spur
private-sector aerospace growth in the Florida Space
Coast region in the wake of the cancellation of NASA's
space shuttle program in 2011.

The past two legislative sessions have seen passage of
increased corporate income tax exemptions, effectively
eliminating the tax bill of more than 12,000 businesses
throughout the state. In 2011 and 2012, lawmakers
passed a series of tax cuts and credits for job creation
and business expansion, including tax incentives for
the manufacturing, film, aerospace, and agriculture
industries, and cuts to property taxes as part of a

“job creation and growth agenda” supported by the
governor.

Florida has increased funding to investments in port
infrastructure. The state hopes that upgrades to

ports will drive new trade opportunities by meeting
the needs of larger ships that will begin passing
through an upgraded Panama Canal in the next
several years. In addition to the state’s new $35 million
port initiative, Florida has also passed legislation to
expedite permitting for proposed upgrades to, and
made increased revenues available for bonding port
improvement projects at, the state’s 14 ports.

Over the past two years, Florida added nearly 49,000
jobs in professional, scientific, and technical services
sectors, for seven-percent growth. On average, jobs in
these sectors pay 36% more than the state average.
Within the sector, scientific research and development
grew the fastest, followed by other services, consulting,
specialized design, and advertising.
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Florida Growth in Professional, Scientific, and
Technical Sectors, 2009-2011

Scientific Research and Development Services

Other Professional, Scientific, and Technical Services 14%

Management, Scientific, and Technical Consulting

9
Services 14%

Specialized Design Services 13%

Advertising, Public Relations, and Related Services 12%

Legal Services 6%

Accounting, Tax Preparation, Bookkeeping, and Payroll

9
Services 5%

Computer Systems Design and Related Services 4%

Architectural, Engineering, and Related Services (7%)

Source: EMSI Complete Employment 2012.1
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Georgia

Since his election in 2010, Governor Nathan Deall

has focused on improving education, expanding
investment in infrastructure, and strategic tax reform
to drive job creation in Georgia. To ensure that the
state’s economic improvement agenda included input
from key stakeholders throughout the state, Governor
Deal launched the Georgia Competitiveness Initiative
in 2011. The initiative, which gathered input via surveys
and meetings from over 4,000 individuals, identified
strategies and delivered policy recommendations to
improve the state’s business climate, expand exports,
enhance the workforce, and improve infrastructure and
innovation.

The 2012 General Assembly saw the creation of a new
Georgia Tax Tribunal. This independent authority will
be able to expedite the review of certain tax cases
brought by businesses, providing more transparency
and reducing red tape. The state has also adopted
legislation allowing local governments to eliminate
inventory taxes on business, potentially cutting down
the tax burden faced by the state’s manufacturers and
wholesalers.

The state also embraced more broad-based tax
reform in adopting 2012’s Georgia Jobs and Family
Tax Reform Plan. The initiative, which included input
gathered during the Georgia Competitiveness Initiative,
is a broad array of tax cuts aimed at promoting a
positive business climate. These included elimination
of taxes on energy for manufacturing, implementation
of sales tax holidays to support state retailers, and
reformation of tax incentives for agriculture in the
state. Reform and expansion of tax credits targeted at
job creation also received support during this year’s
general assembly.

The state has put around $135 million into the Port of
Savannah over the past three years, and committed
to another $47 million in upgrades during the 2012
general assembly. The state has identified ready
access to water as a challenge for future industry
growth, and Governor Deal has made implementation
of a four-year upgrade plan a key part of his agenda.

The Peach State’s high-tech economy has performed
well since 2009, adding nearly 11,000 jobs at six
percent growth. Most of the growth has occurred in
computer-related services, particularly the systems
design and custom programming sectors.
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Georgia’s Place in the Rankings

#1 Road Quality
#3 Tax Environment for Mature Firms
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#7 Higher-ed Efficiency
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Export Growth
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Export Intensity
Short-term Job Growth
Academic R&D Intensity
Economic Output per Job

Median Family Income

Georgia's Fastest Growing High-tech Sectors

2009-2011
Computer Systems Design Services 5,773
Custom Computer Programming Services 5,290
Engineering Services 3,023
Software Publishers 591

Internet Publishing & Broadcasting & Web Search

Portals 563

Computer Facilities Management Services 432
Other Computer-related Services 414
Testing Laboratories 368

Computer Storage Device Manufacturing 232

207

& Life Sciences (except Biotech)

Source: EMSI Complete Employment 2012.1



Hawa

One year after Governor Neil Abercrombie launched

“A New Day in Hawaii,” the state is showing modest
but steady signs of recovery and job growth. A
combination of cost savings on public-employee health
plans, improved management of state bond issues to
reduce interest costs, and a reconfiguration of state
departments resulted in the state entering the recent
fiscal year with a positive general-fund balance for the
first time in three years.

“A New Day” focuses on investments in education,
rebuilding the economy, and creating a more
sustainable Hawaii for future generations. Among the
key education goals for 2014 is that public schools,
libraries, and university campuses statewide — even in
the state’s most isolated and underserved communities
— will have high—speed, broadband connections,
thereby enabling more distance learning and
research collaboration. In addition, about 1,000 new
elementary and secondary school teacher positions
were created in Hawaii from 2010 to 2011, pointing
to Hawaii’s priority on improving education. In 2011,
Hawaii demonstrated the best evidence of educational
improvement in the nation; Hawaii was the only state
with gains in every grade and every subject on the
National Assessment of Educational Progress.

Because of its isolated location and the cost of
transporting energy supplies, Hawaii has the most
expensive energy in the country. Hawaii spends
approximately $4 billion on imported oil per year, so
there is tremendous interest in achieving

energy self-sufficiency on the islands.

Hawaii’s Place in the Rankings

#1 Job Placement Efficiency

#5 Broadband Speed Availability

#5 Per Capita Income Growth

#7 Long-term Job Growth

#7 STEM Job Growth

#3 Broadband Provider Availability
Business Closure Rate
Academic R&D Intensity
Gross State Product Growth
College Affordability
Economic Output per Job
Educational Attainment

High-tech Share of All Businesses

Hawaii’s visitor days in 2011 increased by four percent
from 2010 and visitor expenditures rose by about 15%
during the same period. Since 2009, the real estate
sector added nearly 2,500 jobs and another 1,500 in
professional services to buildings and dwellings. Food
services and accommodation together added another
3,000 jobs while the state’s filmmaking industry added
another 950.

Hawaii Growth in Tourism-related Employment

2009-2011
Hawaii is continuing to make progress
toward its goal of reducing the dependence Real Estate 2448
on imported fossil fuel by 70% by 2030. , o
. . . Food Services and Drinking Places 1,729
Renewable energy investments in solar, wind,
and geothermal have grown from $362.6 Services to Buildings and Dwelings 1483
million in 2009 to an estimated $1.3 billion in
2011. The governor recently signed a letter of Accommodation 1,801
intent with China to work on renewable energy
. . " Motion Picture and Sound Recording Industries 943
projects and an MOU with Japan to solidify
ongoing energy efforts like the first-of-its-kind Clothing and Clothing Accessories Stores 942
smart grid demonstration project on Maui.
Museums, Historical Sites, and Similar Institutions 671
The Aloha State’s tourism-reliant economy
depends significantly on conditions in Rental and Leasing Services 413
the mainland U.S. and key international
. . Miscellaneous Store Retailers 165
economies, especially Japan. Fortunately,

Source: EMSI| Complete Employment 2012.1
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Idaho

Governor C.L. “Butch” Otter’s Project 60 is a
comprehensive, three-point initiative to grow Idaho’s
Gross Domestic Product to $60 billion. Designed to #4 Gross State Product Growth
strengthen both rural and urban communities, the plan
intends to grow the existing base of Idaho businesses
and industry, attract new business ventures to Idaho #3 Cost of Living
from other states, and increase exports and attract 49
international investment capital.

Idaho’s Place in the Rankings

#5 Road Quality

Entrepreneurial Activity

#9 Long-term Job Growth
ldaho’s exports in 2011 totaled $5.9 billion, up from
$5.2 billion in 2010. Computers and electronic
products accounted for the largest share of exports at Productivity Growth
$2.9 billion, followed by food products of $564 million,

College Affordability

. - . Brid lit
primary metal manufactures of $482 million, chemicals ridge Quality
at $391 million, and agricultural products totaling $252 Business Birth Rate
million. Export Growth
Export-supported jobs linked to manufacturing Job Placement Efficiency

account for an estimated 3.9% of Idaho’s total

private-sector employment. Nearly one-sixth of all
manufacturing workers in Idaho depend on exports Export Intensity Growth
for their jobs, according to the U.S. International Trade
Administration. In 2009, foreign-controlled companies
employed 14,400 workers. Growth in Share of National Exports

STEM Job Concentration
Higher-ed Efficiency

The Idaho Department of Commerce launched a new Slsiees Tau Clmeie

program in 2012 for qualifying ldaho companies to Export Intensity
assist with export market development and promotion ) ) )
activities. The State Trade and Export Program (STEP) consists of vice presidents of research from all three

is available to businesses that are looking to increase public universities as well as top executives from
exports, find new markets, or get involved in exporting ~ the Center for Advanced Energy Studies, the Idaho
for the first time. Grants will be awarded in amounts National Laboratory and private companies.

up to $10,000, with a dollar-for-dollar cost-match

. The current high-tech “gems” that differentiate the
requirement.

state from others are in the computers and electronic

The Idaho Technology Council’s (ITC) initiative, products sectors, as confirmed by the state’s
called IGem, seeks to foster the new Idaho business export figures. As reported in the table, these high-
“gems” with the potential to have a major impact concentration industries have shown modest but
on the state’s economy. The steady growth from 2010 to 2011.
organization is working with the Idaho High-tech Sector Growth, 2001-2011
Department of Commerce and 2011 | Percent 2011
the Idaho Innovation Council in Technology Subsector Jobs | Growth | Concentration
pursuing common Project 60 goals, | Semiconductor and Related Device Manufacturing 7,749 1% 7.98
particularly increasing university R&D in Physical, Engineering, & Life Science (exc. Biotech) 7,402 (6%) 3.09
reasearch and commercializatoin Wired Telecommunications Carriers 3,554 (4%) 1.05
and launching more companies in Computer Storage Device Manufacturing 2,351 3% 20.56
the state. Other Computer Related Services 833 (5%) 1.08
, . . Other Computer Peripheral Equipment Manufacturing 513 11% 2.53
The ITC | riv r reatin
© . C S ap . ate group creating Other Electronic Component Manufacturing 400 10% 1.25
public-private links. Its research- , , ,
Fiber Optic Cable Manufacturing 55 8% 1.33

and-development committee
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lllinois

Even though the scope of the economic problems

has reduced measurably from those seen during the
depths of the Great Recession, llinois policymakers
continue to face deficit and unemployment challenges
entering 2012. The scope of challenges facing the
state, however, including continued budget deficits,
higher borrowing costs, and pension liabilities, remain
of central importance in shaping the agenda set by
Governor Pat Quinn and the state’s General Assembly.

Recognizing the state’s need to improve its job-
creation performance, Governor Quinn created the
lllinois Economic Recovery Commission. This initiative,
conducted in 2010, studied the state’s economic
development priorities, conducting public hearings

to help identify new solutions for job creation. The
committee made multiple recommendations to help
build the state’s economy, including new focus on
infrastructure improvement, increasing exports, and
supporting the innovation sector. Governor Quinn

has also made investment in sustainable energy
development a key part of his jobs agenda, supporting
a series of related policy proposals as part of his
comprehensive energy strategy during 2011.

In late 2011 lllinois adopted a series of bipartisan,
corporate tax reforms aimed at supporting business
growth and job creation. Signed into law by Governor
Quinn in December, the changes include a five-year
extension to the state’s research-and-development

tax credit, increased inheritance tax exemptions,
expanded loss carry forwards, and increasing tax
flexibility for businesses. The changes also extended a
variety of existing business tax exemptions, providing
a more predictable tax environment for the state’s
entrepreneurs. The extended programs include the
state’s Economic Development for a Growing Economy
(EDGE) initiative, which incentivizes job creation by
providing new and growing businesses with tax credits
equal to the state income taxes withheld from the
wages of added workers.

Difficult budget conditions have also led lllinois to
explore new means of infrastructure investment.

The state’s new Public-Private Partnerships for
Transportation Act allows the lllinois DOT to explore
various forms of public-private partnerships to build,
finance, and operate needed infrastructure upgrades
throughout the state. This new set of financing options
helps to ensure that economic growth will not be stifled

lllinois’ Place in the Rankings

#2 Median Family Income
#4 Growth in Share of National Exports
#6 Bridge Quality
Economic Output per Job
Broadband Speed Availability
High-tech Share of All Businesses
Higher-ed Degree Output
Educational Attainment
Broadband Provider Availability
Cost of Living
Export Growth
Export Intensity
Export Intensity Growth
High School Advanced Placement Intensity

Tax Environment for New Firms

by a lack of infrastructure investment.

The importance of high-quality, transportation-
infrastructure links in lllinois is evident considering the
most concentrated super sectors of its economy. The
state has more than 30% more transportation and
warehousing jobs than the national average, and 23%
more in wholesale trade. While manufacturing has
suffered a decling, it is still a critical part of the state’s
economic base at 15% higher job concentration than
the national norm.

lllinois Industrial Landscape

Most Concentrated Super-sectors, 2011 )
Nation = 1.0

Transportation and Warehousing 1.31
Wholesale Trade 1.23
Finance and Insurance 1.21
Management of Companies and Enterprises 1.21

Educational Services (Private) 1.17

Administrative and Support and Waste

Management and Remediation Services 115

1.156

Manufacturing

Source: EMSI Complete Employment 2012.1
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Indiana

With a balanced budget, dropping unemployment
rates, and strong bond rating, Indiana is gaining
momentum in its recovery from the recent economic
downturn. As part of the state’s plan for recovery,
Governor Mitch Daniels and the state’s legislators
have enacted a series of tax cuts, workforce reforms,
and job creation programs over the past two sessions
aimed at building on the state’s newfound momentum.

Entering 2012, Governor Daniels made adoption and
implementation of “right-to-work” legislation one of
his chief economic policy goals, arguing that it would
prove valuable in attracting new business to the
state. While the proposal led to contentious debate,

it was eventually passed by the General Assembly,
making Indiana the 23rd state in the nation to adopt
such policy. The state has also adopted reforms to its
unemployment insurance system, offering businesses
in the state tax relief projected at up to $2 billion over
the next ten years.

Most notable of Indiana’s tax reforms was the adoption
of a significant cut in corporate income taxes, from
8.5% to 6.5%, in 2011. Supporters argued that the cuts
will make businesses in the state more competitive
with those in neighboring states. Another bill enables
local governments to make use of 10-year property tax
exemptions on machinery and equipment investments
by qualified businesses, potentially providing another
incentive for business expansion. The General
Assembly also recently adopted a nine-year phase out
and elimination of inheritance taxes.

The state is also working to build interagency
coordination in delivery of its entrepreneurship
programs, easing potential complications for new
business owners. The state has also launched an
innovative Young Entrepreneurs Program, offering
a new approach to supporting promising startups
in Indiana. The initiative identifies promising new
entrepreneurial ventures through a business plan
competition. The winning competitors will receive
support from the state in being matched with
communities that can offer the entrepreneurs
competitive incentive packages.

Manufacturing has remained a key area of competitive
advantage for the state’s economy the past two years.
Indiana added more than 10,000 manufacturing jobs
over the past two years, during a time of national

48

Indiana’s Place in the Rankings

#7
#8
#8

Cost of Living

Export Intensity

Road Quality

Short-term Job Growth

Business Tax Climate

Growth in Share of National Exports
Export Intensity Growth

High School Advanced Placement Intensity
Productivity Growth

Business Closure Rate

Tax Environment for New Firms
Bridge Quality

Higher-ed Degree Output

Median Family Income

Small Business Survival Index
Export Growth

Broadband Speed Availability
Academic R&D Intensity

Economic Output per Job

decline. At the same time, the state increased its
manufacturing concentration, another indication of
strength compared to other states.

Indiana's Fastest Growing Manufacturing Sectors

Job Growth, 2009-2011

Motor Vehicle Body and Trailer Mfg
Motor Vehicle Mfg
Ship and Boat Building

Motor Vehicle Parts Mfg

Machine Shops; Turned Product; Screw, Nut, & Bolt

Mfg

Foundries
Plastics Product Mfg

Other Transportation Equipment Mfg

Coating, Engraving, Heat Treating, and Allied Activities

Engine, Turbine, & Power Transmission Equipment
Mfg

Alumina and Aluminum Production and Processing

Source: EMSI Complete Employment 2012.1

6,193

2,613

2,563

2,276

1,906

1,687

1,646

1,065

897

811

653



lowa

After nearly a decade out of office, long-serving
Governor Terry Branstad returned to office in 2011,
pledging to help the state create 200,000 new jobs
over five years.

One of the major changes enacted by the Branstad
administration is the creation of the lowa Economic
Development Authority. Passed into law in 2011,

the authority replaces the state’s previously existing
Department of Economic Development. The goal of the
reform is to structure economic development policy in
the state around a public-private partnership model. As
part of the new approach, the governor established the
lowa Partnership for Economic Progress, an advisory
body tasked with identifying and recommending new
state job-creation strategies in partnership with the
private sector.

At the same time, the state created the lowa Innovation
Council. This new nonprofit is tasked with directing
funding sourced from the private and public sectors
toward efforts focused on spurring entrepreneurship
and innovation-driven job creation. The council will
receive no direct state funding, and is intended to work
in concert with private-sector and local-government
efforts to support job-creation activity in lowa.

Governor Branstad issued an executive order requiring
the issuance of jobs-impact statements in conjunction
with any proposed administrative rule. By adding

this jobs-impact provision, the state hopes to avoid
issuance of rules that will have an unduly negative
effect on its job-creation goals.

lowa-based advanced manufacturing, bioscience,
and information technology companies that

lowa’s Place in the Rankings

#2
#2
#5
#6
#9

Business Closure Rate
Higher-ed Degree Output
Productivity Growth

Per Capita Income Growth
Export Growth

Gross State Product Growth
Educational Attainment
Growth in Share of National Exports
Median Family Income

Export Intensity Growth

Export Intensity

Cost of Living

Academic R&D Intensity
Broadband Provider Availability
College Affordability

Higher-ed Efficiency

to meet certain wage thresholds.

While there have been recent declines in furniture and
wood-product manufacturing, lowa’s manufacturing
sector has performed well over the past two years.
Since 2009, growth has been strongest in the
machinery, vehicle, and food manufacturing sectors.

Growth in Key lowa Manufacturing Industries

are in the process of developing high-potential 2009-2011
technologies for commerma,lllzatlon can receive Mechinery Manufacturing 4,865
state support through lowa’s Demonstration

Fund. Focused on Supporting innovation at Transportation Equipment Manufacturing 1,177
small- and medium-sized companies, the Food Manufacturing 1,000
fund offers competitive grants and' loans of Primary Metal Manufacturing 760

up to $150,000 to successful applicants. lowa

also makes use of tax incentives to drive job Chemical Manufacturing 558
growth in the state, through its ngh Quallty Beverage and Tobacco Product Manufacturing 200

Jobs Program. Targeted for expanded funding Paper Manutacturing [ 100

by the Branstad administration, this program

offers a set of tax exemptions 10 job—creating Fabricated Metal Product Manufacturing | 98
companies that relocate, expand, or modernize Plastics and Rubber Products Manufacturing | 71

operations in the state. Recipients are required

Source: EMSI Complete Employment 2012.1
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Kansas

Under new Governor Sam Brownback’s “Road Map for
Kansas,” the state set several economic improvement
goals including increasing net personal income in the
state and increasing private-sector employment.

Seeking enhanced flexibility for its job-creation efforts,
Kansas has created a new Job Creation Program
Fund. The new “deal closing” fund allows the state,

led by the office of the governor, to make investments
and extend incentives needed to attract, retain, and
support job-creating businesses. The state also
approved a unique new tax incentive to support capital
investment and business expansion. Under the new
law, businesses that make qualified capital upgrades,
such as purchasing new equipment to modernize

or expand their facilities, may receive an expense
deduction against their income taxes equal to 100% of
the investment. The entire deduction can be taken in
the first year, instead of being spread out over multiple
years.

Governor Brownback launched a new Office of the
Repealer in 2011. The new office held open meetings
throughout the state and created a website soliciting
suggestions for potential repeals and reforms from
business leaders and the public. The process led to
the identification of 51 laws, regulations, and executive
orders as suggested targets for elimination. The state
plans to continue to accept new suggestions from the
public, making streamlining government regulation a
continued goal.

The Promoting Employment Across Kansas (PEAK)
program offers tax incentives to companies that

establish or expand operations in Kansas. Under the
newly expanded program, businesses

Kansas’ Place in the Rankings

#8
#9

Business Closure Rate

College Affordability

Cost of Living

Road Quality

Bridge Quality

Higher-ed Degree Output

Median Family Income
Educational Attainment
Productivity Growth

Export Intensity

Higher-ed Efficiency

High-tech Share of All Businesses
Export Intensity Growth

Per Capita Income Growth
Broadband Provider Availability
Growth in Share of National Exports
Small Business Survival Index
STEM Job Concentration
Business Tax Climate

Export Growth

prices and new drilling technologies, oil production in
Kansas is on the rise, up 24% since 2009.

are allowed to retain up to 95% of the
payroll taxes for qualified jobs they
create. The benefit can last up to ten
years, supporting the creation of new,
high-paying jobs in the state.

The state’s industry concentrations are
largely grouped around its traditional
strength in production agriculture and

in manufacturing, including the state’s
large aerospace-industry cluster. While
the oil sector is smaller than that found in
neighboring states, it is an area of relative
economic concentration, at four times
the national average. Spurred by higher
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Most Concentrated Industries in Kansas, 2011

Farm Product Raw Material Merchant Wholesalers 7.31
Aerospace Product and Parts Mfg 6.26
Animal Food Mfg 5.79
Other Pipeline Transportation 4.69
Oil and Gas Extraction 4.01
Animal Slaughtering and Processing 3.48
Communications Equipment Mfg 3.27

Agriculture, Construction, & Mining Machinery Mfg 2.97

Support Activities for Rail Transportation 2.96 National Average = 1.0

Animal Production 2.86

Source: EMSI Complete Employment 2012.1



Kentucky

A leader in tax and regulatory policy, Kentucky
continues to make tax reform and streamlining
government a central focus of its job-creation policies.
Seeking to find new ways to improve its overall tax
environment, Governor Steve Beshear created a
Governor’s Blue Ribbon Commission on Tax Reform
by executive order in 2012. The new commission has
been tasked with conducting a comprehensive review
of the commonwealth’s tax system, and with making
tax policy recommendations. The commission plans to
hold hearings, conduct public meetings throughout the
state, and work with experts to craft business-friendly
tax policy proposals.

In 2011, the state launched efforts to build a one-
stop business portal for business, easing access to
information needed by entrepreneurs. Building on this
concept, a new law adopted in 2012 will shift all local
business taxes to a standard form, and make them
available to businesses in one spot online, cutting
down on the tangle of forms provided by over 200
jurisdictions. To assure that regulatory processes for
business are transparent, the commonwealth recently
adopted legislation requiring that all state regulatory
processes follow a uniform procedure and will make
information on proposed regulations available online for
ease of access.

Also in 2012, Kentucky approved a $2.4 billion
transportation infrastructure plan during a legislative
special session. This new commitment includes
funding to continue pursuit of the Ohio River Bridges

Project, a proposed multi-billion-dollar bridge
improvement project linking nationally

important trade corridors between
Kentucky and southern Indiana.

Kentucky’s Place in the Rankings

#4 Cost of Living

#4 Road Quality

#7 Export Intensity

#7 Tax Environment for New Firms
Business Closure Rate
Entrepreneurial Activity
Short-term Job Growth
Tax Environment for Mature Firms
Job Placement Efficiency
STEM Job Growth
Business Tax Climate
Small Business Survival Index

High School Advanced Placement Intensity

educational leaders to ensure that workforce training
efforts in the state are tailored to industry needs.

Kentucky’s manufacturing sector, with over 220,000
jobs, is one of the state’s more concentrated industry
areas. While the sector has seen some decline in
employment over the last decade as part of the overall
national retrenchment in manufacturing jobs, the sector
has held its own over the past two years. Several
industries in Kentucky have created jobs as the nation
has exited the recession, including the state’s growing
automotive parts manufacturing industry.

Fastest Growing Manufacturing Sectors in Kentucky

2009-2011

The state’s newly adopted career and Other Nonmetallic Mineral Product Mfg
tephn|ch—educatlon—agceSS|blllty fund Other Electrical Equipment and Component Mfg 22%
will provide grant funding to develop ‘ .
innovative occupational training programs Industrial Machinery Mig 20%
in Kentucky’s middle schools, high Other General Purpose Machinery Mfg 19%
schools, and community and technical Metalworking Machinery Mfg 16%
CO”egeS: The grants will also be availaple Agriculture, Construction, and Mining Machinery Mfg 14%
for creation of career academies focused
. . It o)

on preparing high school students for Hausahold Appllance Mig 14%
careers in high-demand fields throughout Motor Vehicle Parts Mfg 14%
the commonwealth. Schools receiving Fruit & Vegetable Preserving & Specialty Food Mfg 13%

. . . Sectors with at
grants will be required to build local Gement and Goncrete Product Mig 8% least 1000 jobs.

advisory councils including business and

Source: EMSI Complete Employment 2012.1
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Louisiana

Louisiana continues to rebound from the economic
impact of the recession, driven by its national
leadership in exports and strong energy sector.
While challenges remain, including the continued
recovery of New Orleans and ongoing budget deficit
issues, the state and its leaders have continued to
make investments in building a more solid, diversified
economic base for the state.

Louisiana’s strength in exports is supported by its large
network of ports and shipping facilities. The state is
home to more than 25 inland, coastal, and deep-draft
port facilities, with several more under development.
State leaders have continued to invest in upgrades
and expansions to the system. The state’s Port Priority
Program has been in operation for 20 years, investing
in construction, rehab, and expansion of ports. The
state invested another $20 million in the program

in 2011, and additional commitments are under
consideration for 2012. Louisiana has also created

and recently extended a Port Infrastructure Tax Credit
program in support of private-sector investment in port
facilities. Qualified projects are eligible for tax credit of
up to 100% of the capital committed to the investment.

A key goal of Governor Bobby Jindal’s administration
has been building up the state’s workforce
development system. Upon taking office, the governor
championed reforms built around a “comprehensive
plan” for restructuring the system. The changes
adopted included creation of FastStart, which provides
employee recruitment and customized training services
free of charge to qualified businesses.

The state’s Quality Jobs Tax Credit program, extended
for six years in 2011, continues to be an important
tool in Louisiana’s job-creation efforts. Businesses
in targeted growth industries are eligible for rebates
on qualified payroll expenses, sales tax rebates

on capital investments, and other investment tax
credits. A recently created and expanded research-
and-development tax credit program provides up to
40% credit. Also extended in 2011, the Technology
Commercialization Tax Credit program also provides
payroll rebates for the creation of new technology-
sector jobs, supporting the expansion of Louisiana-
based businesses, and research commercialization.

Louisiana’s total foreign exports have rebounded
sharply following a downturn during the global
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#2 Growth in Share of National Exports
#2 Per Capita Income Growth
#2 Tax Environment for New Firms
#3 Export Intensity
#3 Export Intensity Growth
#4 College Affordability
#4 Export Growth
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#7 Short-term Job Growth
#9 Job Placement Efficiency
Tax Environment for Mature Firms
Economic Output per Job
Higher-ed Efficiency
Cost of Living
Entrepreneurial Activity
Business Birth Rate
STEM Job Growth
Long-term Job Growth

economic slowdown of 2008-09. The state has
outperformed national export trends over the past
five years, building upon strong growth handling the
export of agricultural commodities, petroleum-related
products, natural gas, and other petrochemicals.

Louisiana Export Growth

Growth since 2001 2001-2011

0
275% Louisiana,

232.3%
225%

175%
125% 103.1%
75%

25%

-25%

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: U.S. Census Bureau Foreign Trade Statistics

United States,



Maine

Maine passed significant tax reforms in 2011, leading to
$150 million in tax reductions. Considered the largest
tax cut in Maine’s history, the new reforms to the tax
code include a reduction of the top tax rate from 8.5%
to 7.95% and an increased exemption for estate taxes,
potentially offering tax relief to some small businesses.

Maine’s Place in the Rankings

#11 Broadband Provider Availability
#13 Entrepreneurial Activity

#13 High School Advanced Placement Intensity

State economic development professionals are #20  Tax Environment for New Firms
cohtinuing with an inpovative deployment structurg #04 Educational Attainment

built upon collaboration and regional assets. Working . .

from the bottom up, Mobilize Maine leverages existing #25  High-tech Share of All Businesses
assets and programs and builds new networks #25  Per Capita Income Growth

between organizations and job creators. This
critical shift away from recruitment-based economic

development tactics benefits Maine’s networks of

smaller cities and towns.

The state has also taken steps to reform and increase

modernized regulations and permitting processes
may, according to projections, enable the creation of

efficiency in regulatory processes. Upon taking office

in 2011, Governor Paul LePage held a series of “red
tape workshops” around the state, seeking input from
business leaders and the public. These meetings,
along with input from state policymakers, led to the
introduction and adoption of bipartisan regulatory
reform legislation. Reforms include a new business
liaison program designed to help guide new and
existing businesses through their interaction with state

agencies.

In Late 2011, Governor LePage unveiled a new State

hundreds of new jobs in the state’s mining sector.

The Maine Department of Transportation is
undertaking a feasibility study to explore the realities
of building a proposed 220-mile east-west highway
spanning northern Maine. This piece of infrastructure
would create an important economic connection to
the people and businesses of rural central Maine and
enable increased commercial activity between Maine
and Canada. While actual construction would be

several years in the future, the project, as proposed,
would be privately financed through tolls and is

Workforce Investment Board to focus on funding job

training activities and policy creation.
The governor’s workforce plan
expands the state’s four workforce
areas into eight and focuses on
making more effective use of job-
training funds.

Recently passed legislation aims to
reform environmental oversight and
streamline the permitting process
associated with Maine’s mineral
mining industry. Supporters believe
the new policy will ease adoption
of new mining technologies that
have been developed in the metallic
mineral extraction industry in
northern Maine while maintaining
environmental protections. The

expected to cost approximately $2 billion.

Maine's Most Concentrated Industries, 2011

Forestry and Logging 9.14
Leather and Allied Product Manufacturing 9.02
Paper Manufacturing 3.86
Wood Product Manufacturing 2.41
Textile Mills 2.37
Hospitals (Private) 1.58
Beverage and Tobacco Product Manufacturing 1.37
Broadcasting (except Internet) 1.35
Warehousing and Storage 1.32
Transportation Equipment Manufacturing 1.32
Construction of Buildings 1.31
Waste Management and Remediation Services 1.25 Includes only sectors paying $35,000
Textile Product Mills 1.23 ormore pervear

Source: EMSI Complete Employment 2012.1
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Maryland

Maryland continues to focus on developing technology
jobs, building on its national leadership in innovation
and entrepreneurship. The state’s new InvestMaryland
initiative raised $84 million of venture capital in 2012

by the online auction of tax credits to insurance
companies, exceeding its goal of $70 million-75 million.
The new funds will be split between private investment
firms and the state’s Maryland Venture Fund to make
investments in promising tech-based startups. State
profits on investments will be directed into the venture
fund to support future investments or be placed into
the state’s general fund.

The state’s new Innovate Maryland initiative, adopted
by the 2012 General Assembly, is designed to build
a technology transfer partnership between state
agencies, federal labs, and several of the state’s
universities. Led by the state’s successful Maryland
Technology Development Corporation

(TEDCOQ), the new initiative will provide

conducting an intensive, two-month review of state
rules and regulations. Each agency in government
was directed to find ways to streamline regulation and
better interact with the private sector. The process
led to the identification of 131 regulations for repeal or
revision. The state launched the Maryland Made Easy
initiative to ease business interaction with government
agencies. The project includes creation of a one-stop
website to access licensing and permitting resources,
expedited state review of development proposals, and
reforms of permitting processes to increase efficiency
and reduce barriers for business.

Maryland is among the nation’s leading states for
STEM job concentration. The state is home to a strong
concentration of technology-based industries, which
have helped Maryland become a center for academic
and private-sector research and development.

Most Concentrated Technology Industries in Maryland

2011
grants to university-based researchers -
developing technologies with commercial In-Vitro Diagnostic Substance Mg 770
oten ia, supportin e creation o Biological Product (except Diagnostic) Mfg 415
tential ting th t f

new innovation-based companies and
jobs in the state. The state also offers a
biotechnology tax credit of up to 50%
for qualified investments in Maryland-
based companies and a research and
development tax credit.

Search, Detection, Navigation, Guidance,

Governor Martin O’Malley has also
emphasized government reform as part
of his job-creation strategy. In 2011,

he launched a “Job Creation Through
Regulatory Reform” initiative, focused on

Source: EMSI Complete Employment 2012.1
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Massachusetts

Massachusetts continues to be a national leader in
innovation. The state’s strong [T, life sciences, medical
devices, and pharmaceuticals clusters have made
Massachusetts a leader in attracting federal and
private research dollars, driving technology transfer
and creating jobs.

In July 2011, Governor Deval Patrick unveiled the
MassBroadband 123 project to create a 1,300 mile
fiber-optic network covering the underserved regions
of western and north-central Massachusetts. The
project is expected to be completed in mid-2013
using state funding and nearly $80 million in federal
grants. The construction of MassBroadband 123 will
employ hundreds of people and, upon completion,
will deliver service to 333,500 households and 44,000
businesses.

The commonwealth’s Green Jobs Act was designed
to support and grow a clean energy industry cluster,
support clean-energy companies, and provide

job training for workers in green-energy fields.
Massachusetts also continues to implement the Green
Communities Act, which promotes major energy
efficiency measures from utilities, mandates 15% of
electricity be generated from renewable sources,
encourages green building design, and is aimed at
driving job growth in green-associated industries.

Massachusetts’ Place in the Rankings

#
#2
42
#3
#3
#3
#3
#4
#6
47
#8

Educational Attainment
Academic R&D Intensity
Broadband Speed Availability
Broadband Provider Availability
Higher-ed Degree Output

Job Placement Efficiency

Median Family Income

STEM Job Concentration
High-tech Share of All Businesses

High School Advanced Placement Intensity

Economic Output per Job

Business Closure Rate
Export Intensity
Business Tax Climate

Per Capita Income Growth

STEM initiatives at universities, colleges, and schools
across the state and awarded grants to 15 innovation
schools in support of STEM curriculum development

The state is now home to more than 4,900 green
companies, supporting 64,000 jobs.

The Mass Challenge initiative promotes early-stage

entrepreneurship through a business competition
that awards $1 million in funding, mentorship,

training, office space, and legal advice to successfully
competitive companies. The Massachusetts Advanced

Manufacturing Collaborative (AMC), launched
by the governor in November 2008, is designed
to revitalize the commonwealth’s manufacturing
industry and create jobs by promoting
manufacturing, addressing workforce and
education gaps, providing technical assistance
and innovation, focusing on reducing business
costs, and providing access to capital.

The Governor’'s STEM Advisory Council works to
facilitate public-private university partnerships to
raise awareness about STEM education and to
plan and develop STEM initiatives and programs.
In 2011, the Patrick administration endorsed six

activities

Massachusetts remains a leader in STEM job
concentration, and several research-, technology-, and
science-related industries ranked among the state’s
leaders in job growth over the past two years. The

state’s real estate sector also began to show signs of
job creation as the state exited the recession.

Leading Massachusetts Job-growth Sectors

2009-2011

Offices of Real Estate Agents and Brokers
Employment Services

Computer Systems Design and Related Services
Full-Service Restaurants

Private Households

Scientific Research and Development Services
Activities Related to Real Estate

General Medical and Surgical Hospitals (Private)

Other Professional, Scientific, & Technical Services

Management, Scientific, & Technical Consulting
Services

Source: EMSI Complete Employment 2012.1

10,936
10,039
7,705
6,928
6,654
6,621
6,578
6,098
5,728

5,000
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Michigan

The past year has been one of upheaval for Michigan’s
job-creation efforts. Spurred to action by the state’s
high unemployment rate and the policy agenda

of incoming Governor Rick Snyder, the state has
embraced a set of new policy solutions designed to
increase the state’s attractiveness to business and
drive economic recovery.

Among Governor Snyder’s central goals was a reform
of the state’s business taxation system. Adopted by
the legislature, the tax reforms eliminated the existing
Michigan Business Tax, replacing it with a flat six
percent corporate income tax. This reform provided
an estimated $1.6 billion in tax relief to the state’s
businesses. The new tax laws also eliminated double
taxation of some small businesses, which could be
caught paying income and business tax liabilities on
the same sum.

The state’s new Michigan Business Development
Program replaces a set of existing tax incentive
programs, and is designed to provide loans, grants,
and other support funding to businesses that meet
thresholds for new job creation. The new Michigan
Community Revitalization Program provides loans
and grants for urban redevelopment projects involving
blighted and obsolete properties. The new programs
are backed by a $100 million state investment in

the Michigan Strategic Fund. The new programs
also require projects receiving funds to meet pre-
set benchmarks to continue receiving funding, and
to have repayment clauses for projects that fail to
make progress toward promised goals, enhancing
accountability to the public.

While the state has reorganized some
existing business incentive programs, it has
approved others focused on supporting
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focused on supporting and nurturing homegrown
companies instead of seeking outside companies as
targets for relocation. The program connects such
companies with the investment capital, information,
and talent they need to move beyond the initial stages
of development.

Michigan’s manufacturing sector, hit hard by the
recession of 2008, is showing signs of growth.
Between 2009 and 2011, the sector added over
30,000 jobs throughout the state, led by the rebound
of segments of the state’s vital automotive cluster.

Fastest Growing Michigan Manufacturing Industries

Job Growth, 2009-2011

job creation in targeted industries. Seeking Motor Vehicle Parts Mfg 9,036
to support the expansion of the state’s Metalworking Machinery Mfg 5.116
major automotive industry as it adopts the Machine Shops; Turned Product; Screw, Nut, & Bolt 4769
production of hybrid and electric vehicles, Mg ‘ ’
the state created a new tax incentive for the Plastios Product Mig 2821
construction and development of advanced Motor Vehicle Mfg 2,017

battery manufacturing plants. Coating, Engraving, Heat Treating, & Allied Activities 1,972

Pure Michigan Business Connect is an $8 Forging and Stamping 1,623

billion public-private partnership focused on Converted Paper Product Mfg 1,271

creating jobs and business growth through Iron and Steel Mills and Ferroalloy Mig 1,250

economic gardenlng. The phllosophy 1S Semiconductor & Other Electronic Component Mfg 1,214

Source: EMSI Complete Employment 2012.1
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Minnesota

Division over closing Minnesota’s 2011 budget shortfall
led to a three-week government shutdown in July,
creating a challenging environment for adoption of new
job-creation policy ideas and reform proposals. While
the state’s political climate was less than positive at
times, Minnesota continued to make some economic
progress. The state’s relatively low unemployment rate
continued to drop, and exports hit record quarterly
levels by the end of the year, giving hope that the state
may be gaining economic momentum entering 2012.

Entering his second year in office, Governor Mark
Dayton has made job creation one of his four key
initiatives. The governor has proposed creating tax
credits for new job creation, increased investments
in infrastructure, expanded workforce training, and
increased commitments to existing business finance
programs. The Minnesota Investment Fund, which
received increased funding in 2011, is among his
targets for further expansion. The program makes
grants to local governments, allowing them to make
loans to growing companies in need of financing for
real estate and equipment purchases. The fund is
aimed at creating jobs in industrial-, manufacturing-,
and technology-focused sectors, and requires a private
funding match for investments.

Dayton has also proposed expanded funding for

the state’s FastTRAC workforce skills enhancement
program. Focused on helping adults gain access to
career-specific job training, FastTRAC works with local
employers to tailor training to the needs of growing
businesses, helping support their expansion and
increasing the likelihood of job placement for program
graduates. The initiative funds training programs
through a competitive application process, giving it
the flexibility to shift, based on market demand and
regional needs.

Minnesota also offers a set of business-friendly tax-
incentive programs. The state’s Job Opportunity
Building Zone (JOBZ) program provides a variety of
tax exemptions to businesses that locate or expand

in one of the state’s ten identified zones. In order to

be eligible, created jobs must meet certain wage
standards. The goal of the program is to create jobs in
targeted industries including manufacturing and value-
added agriculture in regions identified as being “poised
for business growth.” Minnesota also allows local
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governments to make use of property tax abatements
to ease the cost of startup for businesses in selected
industries, including manufacturing, research and
development, and technology.

Minnesota has seen steady growth in demand for its
manufactured, agricultural, and mining products since
the beginning of 2010. Manufacturing, in particular, has
been a bright spot recently, posting eight consecutive
quarters of year-over-year growth in exports during
2010 and 2011.

Minnesota Manufactured Exports,
2001-2011

Billions of Dollars

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: U.S. Census Bureau Foreign Trade Statistics
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Mississippi

Upon taking office in 2012, Mississippi Governor Phil
Bryant stated that his first priority is “to make sure
every Mississippian has a job.” Subsequently, he
unveiled the Mississippi Works initiative designed to
create a new strategy for economic growth, workforce
development, and attracting investments from out

of state. Mississippi Works is privately funded and
overseen by a committee of over 100 business leaders
from throughout the state. As a part of the program,
the governor signed legislation that allows students

at risk of dropping out of high school to participate

in community college workforce training programs,
receiving jobs-skKills certification while still completing
high school.

Recognizing the need to protect businesses with less
than 100 employees, Mississippi enacted a Small
Business Regulatory Flexibility Act in 2012. The act
authorizes a regulatory review committee of twelve
current and former small-business owners to review
proposed and existing regulations and laws, and
determine the impact to small businesses in the state
and provide recommendations for mitigating impact.
State agencies enacting new rules are also required to
determine what impact their implementation will have
on small businesses and are directed to identify ways
to minimize the impact of regulation.

The state’s new Self-Employment Assistance Program,
approved in 2012, will offer support services to
unemployed individuals interested in starting new
businesses. Participants receiving unemployment
benefits will be eligible for free mentoring and training,
offering out-of-work individuals an opportunity to
explore potential self-employment, and potentially
fostering the creation of new job-creating
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retailers, and service industries.

While Mississippi has seen some manufacturing
decline over the past two years in ship building,
plastics, forest and wood products, other industries
have added jobs. Notable growth occurred in the
aerospace sector, some metals industries, and some
motor vehicle sectors.

Manufacturing Job Growth in Mississippi

businesses. 2009-2011

Mississippi has identified healthcare as a target for Apparel Acoessores and Other Appare! Mig 11
job creation. The state’s new health care industry Other Transportation Equipment Mg 92
zone program is designed to attract pharmaceutical, Motor Vehicle Body and Traller Mfg 49%
biotechnology, and medical services firms near Aerospace Product and Parts Mfg 37%

majOr medical faCilitieS in the state. FirmS WhO Semiconductor and Other Electronic Component Mfg 31%

locate within designated zones would qualify for Foundries 25%

tax incentives and infrastructure support, provided lron and Steel Mills and Ferroalloy Mrg 05%

they invest at least $10 million and create at least 25  Nonferrous Metal except Auminum) Production and " .

jobs. By enhancing medical facilities and attracting Medic:fj:inmgem and Supplies Mfg 15% TS“)ugeeVSV?ggors e
new health care-related manufacturing, research,

and distribution facilities, the state hoges to Otner Mscelanous Mg 1%

stimulate other regional businesses, including hotels, Motor Vehicle Mg S 10%

58

Source: EMSI| Complete Employment 2012.1



Missouri

Taking office in the midst of the economic downturn,
Governor Jay Nixon launched the Strategic Initiative
for Economic Growth. After holding meetings with
business and public-sector leaders throughout

the state, the initiative outlined a series of strategic
objectives and key growth industries as part of a
five-year economic growth plan for the state. As

part of the plan, the state has identified tax reforms,
workforce development and infrastructure investment
as key pillars of building a stronger economic future for
Missouri.

In 2011, Governor Nixon called a special session of
the state’s General Assembly specifically focused

on job-creation policies. While the session failed

to reach passage on many of the policy proposals
debated, it did build some consensus on extending
more support to programs supporting businesses in
the state’s science and technology-based industries.
This year has seen continued discussions over

new policy initiatives, with the governor pushing for
increased support for workforce training, a renewed
focus on increasing exports and creating new funding
sources for high-tech startups. The governor and state
legislators have also expressed interest in providing
enhanced incentives to the automotive manufacturing
industry as a way to build jobs and exports.

In order to meet the needs of job-creating industries,
Missouri’s workforce training system attempts to
bring together local governments, businesses, and
educational institutions to deliver training through
market-driven partnerships. The state’s community
college system is a strong part of this training system,
through programs including the Missouri Community

College New Jobs Training Program. The

Missouri’s Place in the Rankings

#6 Entrepreneurial Activity

#3 Higher-ed Degree Output
Cost of Living
Business Tax Climate
Higher-ed Efficiency
Business Birth Rate
Small Business Survival Index
Academic R&D Intensity
Median Family Income
Broadband Provider Availability
Export Intensity Growth

Educational Attainment

and nonprofits interested in building job training
partnerships with companies in high-growth industries.
Grants of up to $1 million are available for projects to
help individuals gain access to the education needed
to gain employment in such industries.

Efforts to grow Missouri’'s manufacturing and exporting
industries appear to be paying off as the state’s
manufacturing sector was very competitive over the
past year, adding 11,500 jobs. Growth was spurred

by metal, mineral, and wood-product manufacturing,
along with 1,700 new jobs in transportation equipment,
including motor vehicles.

Fastest Growing Missouri Manufacturing Sectors

initiative allows a portion of a company’s 2010-2011
payroll tax withholdings to be used for . _
development and implementation of a Miscellaneous Manufacturing 2,698
training project. Primary Metal Manufacturing 2,156
Businesses in need of expanded Nonmetallic Mineral Product Manufacturing 2,117
support to get training programs off the _

; , Wood Product Manufacturing 1,969
ground can also take part in the state’s
Customized Training Program, which Transportation Equipment Manufacturing 1,715
provides funding to companies interested , ,
. . . . Chemical Manufacturing 1,262
in working with local educational
institutions. Missouri’s Innovation Plastics and Rubber Products Manufacturing 601
Campus program provides another 5 o oroduct Manufactur
source of funding for local governments ~ 2°Yerage and Tobacco Froduct Manufacturing 589

Source: EMSI Complete Employment 2012.1
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Montana

Tourism is the second largest industry in the state of
Montana, surpassed only by agriculture. People come
from all over the world to enjoy the Treasure State’s

big skies, wide-open spaces, and outdoor recreational
activities. In 2011, 10.3 million non-resident visitors to
the state spent almost $2 billion in Montana. According
to the University of Montana’s Institute for Tourism and
Recreation Research, 49% of business owners in the
tourism sector reported an increase of visitors in 2011
and 48% expect an increase in 2012.

The activity generated by tourism helped Montana’s
economy experience a mild rebound in 2011. Tourism-
related industries accounted for the greatest source of
job creation in the state, making up for losses in several
other sectors. An estimated 25,000 people in Montana
are now engaged as tourism owner/operators or
employees. Governor Brian Schweitzer has also taken
a direct role in promoting the state as a destination for
work and travel, making a promotional trip to New York
City to raise Montana’s national and international profile
as a leisure and adventure destination and to highlight
its benefits to entrepreneurs looking for an outdoor-rich
lifestyle.

The Montana Technology Innovation Partnership
(MTIP) promotes technology commercialization in the
state. MTIP’s mission is to translate the short-term
benefits of technology research and development
into the long-term rewards of economic development
through commercialization of products. MTIP recently
launched TechEd, a training program for business
advisors at the state’s small-business development
centers to help them better serve STEM-oriented
companies with research—and-development needs.

Montana’s Registered Apprenticeship and Training
Program produces highly skilled workers in partnership
with private-sector employers. The strategy ensures
quality training by combining on-the-job learning with
related technical and practical instruction. Montana

is home to 500 independent program sponsors

and 35 joint labor-management training committees
that represent over 400 employers, industries and
companies that provide registered apprenticeship
training to approximately 1,600 apprentices. The
program covers 50 different occupations but
approximately 85% of registered apprentices are in
construction and utility occupations. In 2010, for every
dollar the state invested in registered apprenticeships,
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employers paid $101.06 in wages.

Tourism and recreation-related industries, including
retail trade and food services, were several of
Montana’s fastest growing industries over the past
two years. The state’s recreation sector increased
employment by 15%, adding around 2,700 jobs.

Job Growth in Montana by Sector
2010-2011

Arts, Entertainment, and Recreation 2,700

and Remediation Services 2,438

Accommodation and Food Services 2,388
Transportation and Warehousing 1,251

Retail Trade 675

Mining, Quarrying, and Oil and Gas Extraction 398

Wholesale Trade 329

Source: EMSI Complete Employment 2012.1



Nebraska

With unemployment rates less than half the national
average, farm incomes at historical highs, and

surging exports, Governor Dave Heineman and the
Nebraska Legislature entered 2012 facing economic
conditions that put them in an enviable position
nationally. However, state policymakers have continued
to enact growth-oriented policies, tax reforms, and
business incentives to build on their strong economic
performance.

The 2012 session of the state’s unicameral legislature
did see the implementation of individual income tax
relief, although attempts to eliminate inheritance
taxes fell short of success. The session also saw the
implementation of several new targeted tax reforms
designed to support business development in the
state, including new sales tax incentives for biotech
firms, reductions in income tax rates on Nebraska-
based companies conducting interstate business, and
provision of new tax incentives through the Nebraska
Advantage program for data center development.

Nebraska has identified advanced research—-and-
development and innovation as key sectors for future
growth in the state. The new Business Innovation Act
will increase technology transfer from state universities
and create a fertile environment for the creation and
growth of technology startups. The initiative includes a
variety of innovation support programs, including state
matching of federal SBIR grants, commercialization
support funds, and grants for establishment of public-
private research partnerships. The state also launched
a new angel investment tax credit in 2011, providing a
35% income tax credit for qualified investments. The
state hopes that such incentives will help to improve
the flow of capital to the state’s entrepreneurs, an
area that has been identified as being in need of
improvement.

Last year also saw adoption of the Build Nebraska
Act, a major new infrastructure funding plan. The new
plan allocates a small portion of the state’s sales tax to
transportation infrastructure construction investments,
supplementing existing excise taxes. It is projected to
direct between $60 million and $70 million annually
for 20 years into capital improvements throughout

the state, improving and expanding economically vital
transportation connections.

Electrical Equipment, Appliance, & Component
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High-Paying Nebraska Growth Industries

2009-2011
Professional, Scientific, and Technical Services 5,201
Management of Companies and Enterprises 1,689
Credit Intermediation and Related Activities 833
Chemical Manufacturing 556
Transportation Equipment Manufacturing 336

Merchant Wholesalers, Nondurable Goods 270

Primary Metal Manufacturing 268

Machinery Manufacturing 208

Furniture and Related Product Manufacturing 193
Paper Manufacturing 170
Industries averaging at least
Nonmetallic Mineral Product Manufacturing 133 $50,000 per worker

Manufacturing 120

Source: EMSI Complete Employment 2012.1
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Nevada

Nevada’s export growth has outpaced all other states
due to growing demand for metals for electronics and
advanced machinery, including lithium for batteries; ore
for electronics; and primary metals like copper, gold,
and silver. The state has also experienced growth in
electrical machinery, optical and medical equipment,
and aviation equipment.

Nevada'’s exports of merchandise totaled $8 billion in
2011. The largest merchandise categories included
primary metal manufactures ($3.7 billion), computers
and electronic products ($1.2 billion), miscellaneous
manufactured products ($863 million), minerals and
ores ($861 million) and machinery ($255 million).
Nevada also exported $61 million of agricultural
products, mostly vegetables and seed.

Foreign firms, now numbering more than 200,

have made significant investments in commercial
properties and manufacturing in Nevada. To capitalize
on these international opportunities, Governor Brian
Sandoval’s Office of Economic Development has
recently launched Moving Nevada Forward: A Plan for
Excellence in Economic Development, 2012-2014. The
plan calls for a statewide effort to transform Nevada’s
economy, including a core strategy of expanding global
engagement.

As a worldwide tourism and convention destination,
Nevada has an annual tourist population of 40 million.
The Greater Las Vegas area alone hosts about 3
million visitors per month, with airport boards totaling
just fewer than 19 million in 2010. About 14% of visitors
to Las Vegas are of international origin, so international
visitation is key to the largest sector of the state’s
economy.

Hard hit during the peak of the recession, tourism is
improving. Part of the upswing is due to visitation from
countries whose economies have fared comparatively
well in recent years. The Nevada Commission on
Tourism (NCQOT) has representatives in the United
Kingdom, Canada, Mexico, Continental Europe, and
China. The NCOT operates the first U.S. tourism office
licensed to do business in China, a large and growing
market for Nevada. In 2008, 47 million Chinese traveled
abroad; more than 600,000 came to the U.S. More
than 90% of these Chinese travelers spent part of their
U.S. travel in Nevada.
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New Hampshire

Entering 2012 with one of the nation’s lowest
unemployment rates and buoyed by increasing
exports, New Hampshire has made strides toward
economic recovery following the recent recession. The
state continues to have one of the northeast’s most
business-friendly tax structures, and has developed

a solid base of high-technology industries, providing

a foundation for the state’s job-creation efforts under
four-term Governor John Lynch.

WorkReadyNH is an offshoot of the New Hampshire
Working program that helps get unemployed

workers back to work. Workers undergo a skills
assessment through one of New Hampshire’s four
community colleges, after which they are provided

with remedial workforce skills training. WorkReadyNH
is a partnership between the state’s community
colleges, the Department of Resources and Economic
Development, and the Department of Employment
Security. New Hampshire Working has helped the state
avoid 1,200 layoffs and allows on-the-job-training for
up to six weeks for those on unemployment. The state
also supports industry-driven workforce development
through its Job Training Fund. The fund provides grant
support to private companies on a matching basis to
address industry needs for workforce training and skills
development. Since 2007, $4.3 million in grants have
helped to train over 12,500 workers in

New Hampshire.

Looking to support innovative activity
by the state’s private sector, New
Hampshire lawmakers authorized a
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green manufacturing field. The program connects
entrepreneurs with technical experts and mentors
from the university and angel investors from the private
sector.

Most Concentrated High-tech Industries in

New Hampshire, 2011

five-year, $1 million-per-year Research
and Development Tax Credit program
in 2007. Governor Lynch, responding
to input from industry leaders, has
proposed doubling funding for the
tax credit program to $2 million

and making it permanent. The state
also supports innovative new green
technology companies through its
Green Launching Pad program. The
initiative is a public-private partnership
between industry, the state, and

the University of New Hampshire
designed to commercialize green
energy technologies and support
business and job creation in the

Optical Instrument and Lens Manufacturing 17.37

Other Communication and Energy Wire Manufacturing 10.81
Search, Detection, Navigation, Guidance,
Aeronautical, & Nautical System & Instruments

Printed Circuit Assembly (Electronic Assembly) 707

Manufacturing
Other Electronic Component Manufacturing 4.87
Biological Product (except Diagnostic) Manufacturing 4.67

Instrument Manufacturing for Measuring and Testing

Electricity and Electrical Signals 413
US Avg.=1.0
Bare Printed Circuit Board Manufacturing 3.39 Industries in NH with
minimum of 500 jobs.
Other Computer Peripheral Equipment Manufacturing 3.19

Software Publishers 227

Source: EMSI Complete Employment 2012.1
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New Jersey

Under Governor Chris Christie’s leadership, New
Jersey has radically redesigned its economic-
development program structure. The “Partnership for
Action” initiative created a structure with three parts:
the Business Action Center (BAC), the Economic
Development Authority (EDA), and the nonprofit
Choose New Jersey. These three organizations
create a clear delineation for the state’s economic
development activities. As part of the transition
process, Lieutenant Governor Kim Guadagno
personally visited 100 businesses in the state.

The BAC is a “one-stop” program designed to
streamline interactions between state government
and businesses. The BAC is designed to remove
administrative hurdles that slow down business and to
focus on assisting New Jersey businesses with easy-
to-locate information about business processes and
incentives.

The EDA houses the more traditional financing and
incentive programs. The EDA offers specialized
financing for clean energy, operates real estate
development programs, and recently started
TechLaunch, a mentoring and financing program for
new technology companies.

Choose New Jersey is a standalone nonprofit agency
designed to serve as an ambassador for the state,
leading the discussion

and outreach about the
state’s business climate.
Choose New Jersey serves
as the marketing and

New Jersey’s Place in the Rankings
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High School Advanced Placement Intensity

national growth rate of 3.7%. That growth rate equates
to more than 25,000 jobs in this high-paying sector,
led by miscellaneous services, consulting, computer
systems design, and accounting. The Garden State
has an above-national-average concentration in each
of the nine subcategories of professional services.

New Jersey Job Growth in Professsional,
Technical, and Scientific Services

2010-2011

communications element of
the economic development
program structure. The
organization is privately
funded, with 15 businesses
committing $150,000 each for
three years to seed the effort.

Professional Services Center

New Jersey has added
6.1% to its employment in
professional, technical, and
scientific services over the
past year, compared to the
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Other Professional, Scientific, and Technical Services
Management, Scientific, and Technical Consulting Services
Computer Systems Design and Related Services

Accounting, Tax Preparation, Bookkeeping, and Payroll Services
Specialized Design Services

Architectural, Engineering, and Related Services

Scientific Research and Development Services

Advertising, Public Relations, and Related Services

Legal Services

Source: EMSI Complete Employment 2012.1
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New Mexico

New Mexico’s workforce has the eighth-highest
concentration of STEM jobs and ranked 11th among
the states for STEM job growth from 2001-2010. STEM
jobs are relatively high in New Mexico because of the
presence of two national laboratories — Sandia and Los
Alamos — and significant employment in semiconductor
manufacturing and engineering services. In 2010,

New Mexico’s high-tech firms employed 83 of every
1,000 private-sector workers, ranked fifth nationwide,
according to the TechAmerica Foundation. As reported
in the table, New Mexico’s workforce is populated with
several STEM occupations that exceed the national
average in concentration.

The New Mexico Technology Council (NMTC) works
to promote the growth and success of New Mexico’s
technology business sectors. It has established a new
group, STEM Outreach NM, to help identify needs

of employers and make appropriate connections to
existing programs such as FIRST Lego League.

The state’s Angel Investment Tax Credit was extended
through 2016, which provides a personal tax credit

of up to $25,000 to accredited investors that invest

in high-technology research and development or

a manufacturing business in New Mexico. Angel
investors have reported that they invest significantly
more money to small New Mexico business due to the
tax credit.

The incentive allows accredited investors to receive

up to a $25,000 state income tax break for each
$100,000 investment they make, for a maximum of two
investments annually. During fiscal years 2008-2011,
investors made 140 claims for credit, according to the

New Mexico’s Place in the Rankings
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#9 STEM Job Concentration
#9 Bridge Quality
STEM Job Growth
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Tax Environment for New Firms
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College Affordability
Productivity Growth
Tax Environment for Mature Firms

Business Birth Rate

Legislative Finance Committee’s fiscal impact report.
Tax credits totaled about $860,000, leveraging more
than $7 million in total investments in those four years.

An investment tax credit for manufacturers enables
businesses to take a credit against gross receipts,
compensating or withholding taxes equal to five
percent of the value of qualified equipment imported
and put into use in a manufacturing plant in New
Mexico. The manufacturer must meet the criteria of
hiring additional workers to earn the credit.

New Mexico STEM Occupations: Total Employment & Concentration

Occupation 2011 Jobs 2011 National Location Quotient
Computer Specialists 15,592 0.69
Engineers 12,221 1.27
Drafters, Engineering, and Mapping Technicians 8,667 1.80
Social Scientists and Related Workers 7,094 1.31
Physical Scientists 3,661 1.89
Life, Physical, and Social Science Technicians 3,563 1.63
Life Scientists 2,934 1.65
Mathematical Science Occupations 591 0.82
Total 54,323 1.1

Source: EMSI Complete Employment 2012.1
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New York

While not placed highly in overall tax climate, New York
did adopt a notable reform of its tax system in 2011,
approving a cap on property tax increases. A key

part of Governor Andrew Cuomo’s agenda on taking
office, the cap protects businesses and other property
owners from major tax fluctuations by capping
increases at the lesser of two percent or the rate of
inflation. Local governments can override the cap, but
such action requires a 60% vote from the public. By
holding tax increases to inflation or lower, the state
hopes to give property tax certainty to businesses
interested in making investments in the state.

New York has also launched a reorganization of its
economic-development and job-creation programs.
Governor Cuomo, arguing in favor of a more bottom-
up approach to economic growth, has realigned the
state’s initiatives around ten new regional economic
development councils. Each region will develop its
own strategic economic plan, tailoring state-funded
job-creation efforts to local needs. The newly adopted
Power NY Act, backed by the governor, creates a
one-stop, multi-agency power-plant-permitting agency,
designed to streamline the process of approving
major energy-generation investments. The act
encourages investment in energy-efficiency upgrades
by businesses, increasing their competitiveness and
encouraging job creation in industries involved in
installation of upgrades.

To fight blight and redevelop communities while
creating jobs, New York’s new Land Bank Act
empowers cities and towns to create organizations
to identify, possess, and manage

vacant and abandoned properties for

New York’s Place in the Rankings
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state’s fastest growing job-creation industries over
the past two years. The state has also seen marked
growth in several sectors related to private education
and training.

Fastest Growing Industries in New York
Percent Growth in Jobs 2009-2011

redevelopment. Properties held in the Natural Gas Distribution 50%
land banks can be directed to other Unelassifod ndust J
. nclassified Indus %

uses, helping support land values Y
of surrounding properties, bringing Educational Support Services (Private) 35%
unutilized land back onto tax rO“S, and Other Specialty Trade Contractors 34%
providing locations for new business Beer, Wine, and Liquor Stores 9%
development and expansion.

Other Schools and Instruction (Private) 30%
Growing Industries Beverage Manufacturing 29%
New York has not been immune to Technical and Trade Schools (Private) 29% Industries with

. naustries wi

the shale gas boom unfoldlng around Business Schools and Computer and Management Training 26% minimum of 5000
the nation. Natural gas distribution, (Frivate) vorkers.
which includes transport and wunor Golleges (Frivate) 2%
marketing of gas from wells, and oil Oiland Gas Extraction 20%

and gas extraction, were two of the
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Source: EMSI Complete Employment 2012.1



North Carolina

Since taking office in 2009, Governor Bev Perdue has
supported a variety of job-creation policies as part

of her JobsNOW platform. Proposed and adopted
initiatives have included corporate tax cuts, new
funding for established business incentive programs,
streamlined government operations, and increased
access to capital in order to spur economic growth

in North Carolina. Other key parts of the governor’s
plan include expansion of export enhancement
programs and continued support for manufacturing tax
incentives.

Perdue, along with the General Assembly, has also
supported elimination of regulations and red tape that
might prove burdensome to job creation. During the
2011 session of the General Assembly, Perdue called
on legislators to eliminate unnecessary regulations,
and issued an executive order restructuring state
government in order to increase efficiency of services
and cut down on barriers to access. The state has
also implemented legislation requiring state agencies
to calculate the cost of new regulations. The law
prohibits the adoption of most rules found to impose
a substantial cost (over $500,000) on those subject to
the new regulation, potentially eliminating regulatory
burden on businesses. Laws opening regulation up to
more transparency have also been adopted.

The 2011 legislature allowed several classes of tax
surcharge to sunset, providing over $1 billion in

tax relief. The assembly also enacted targeted tax
cuts for small businesses in the state, giving eligible
businesses an exemption on their first $50,000 of
income. Governor Perdue has also proposed new tax
refunds on certain classes of materials and equipment
purchased by businesses.

Created in 2010 and expanded in 2011, the North
Carolina Mobility Fund is tasked with identifying and
supporting transportation infrastructure upgrades
of regional or statewide significance. By removing
congestion and improving intrastate transportation
linkages, the state hopes to cut down on potential
barriers to commerce and transport. Hoping to build
a stronger export infrastructure and prepare for new
shipping demands driven by the Panama Canal,
North Carolina is also conducting development of

a new maritime strategy to identify areas of need
and prioritize potential new investments in port and
associated rail infrastructure.

Ventilation, Heating, Air-Conditioning, and Commercial

North Carolina’s Place in the Rankings
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North Carolina’s long-established paper and pulp
industry has led the way in job growth in the post-
recession rebound. Energy production and other
manufacturing-related sectors have also made notable
gains over the past two years, stepping up production
and creating jobs in the face of increased post-
recessionary demand.

North Carolina's Fastest Growing Industries

Percent Change in Jobs, 2009-2011
Pulp, Paper, and Paperboard Mills
Converted Paper Product Manufacturing

Oil and Gas Extraction 28%

Petroleum and Coal Products Manufacturing 28%

Employment Services 23%

Other Information Services 20%

) ) . 7 19%
Refrigeration Equipment Manufacturing

Radio and Television Broadcasting 17%

Household Appliance Manufacturing 17%

of 1000 jobs.

Educational Support Services (Private) 16%

Other Financial Investment Activities 15%

Source: EMSI Complete Employment 2012.1
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North Dakota

Driven by booming oil production, strong agricultural
markets, and growing metro areas, North Dakota
continued its economic renaissance entering 2012.
With the boom showing no signs of slowing, Governor
Jack Dalrymple and the state’s leaders have taken
steps to provide tax relief to the state’s businesses and
to identify ways to build on the state’s recent economic
success. In 2012, the governor and North Dakota
State Chamber of Commerce are partnering on the
ND2020 and Beyond public-visioning effort to ensure
the correct investments are made to sustain the state’s
economic future.

Possessing a large oil-boom-driven budget surplus,
state policymakers were able to enact a series of tax
cuts totaling nearly half a billion dollars in 2011. These
included cuts to business income taxes and property
tax relief, dropping the tax burden on business in the
state.

As the pace of oil development has accelerated, the
state has faced demands for improved and expanded
infrastructure to meet the needs of industry and
support job growth. Water is of key focus, with high
demand from the oil industry placing a squeeze on
business and communities throughout western North
Dakota. In 2011, the state committed to a $110 million
water-supply initiative, designed to meet growing
needs for such infrastructure. The state has also
approved around $1 billion in additional infrastructure
upgrades in the state’s oil-producing counties during
the current biennium in order to support the ongoing
economic growth.

The state continues to fund 18 Centers of
Research Excellence, designed to partner
industry and the state’s university researchers

North Dakota’s Place in the Rankings

#1 Long-term Job Growth

#1 Short-term Job Growth

#1 Gross State Product Growth

#1 Per Capita Income Growth

#1 STEM Job Growth

#1 Business Closure Rate

#2 Productivity Growth
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#6 Export Growth
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Small Business Survival Index
Tax Environment for Mature Firms
Job Placement Efficiency
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Tax Environment for New Firms

the national housing bust, and it added 6,000 jobs in
professional services and another 6,000 in finance over
the same period.

Leading North Dakota Job-growth Sectors

: oo 2001-2011
in efforts to develop and commercialize new

. . f Mining, Quarrying, and Oil and Gas Extraction 13,902
technologies and create jobs for the state’s
graduates. The state’s new Small Business Constrction 12048
Techno|ogy |nvestment program and ange|_ Health Care and Social Assistance 9,178
fund tax credits are also focused on access to Professional, Scientific, and Technical Services 6,105
capital, providing state matching investments Government 6,102
toltechnology companies in partnership with Transportation and Warehousing 5,86
private investors. ,

Finance and Insurance 5,815

Broad-based Growth Retail Trade 5,582
North Dakota’s energy economy |ed the Way Real Estate and Rental and Leasing 5,464
in JOb growth over the past decade, but its Accommodation and Food Services 4,517
construction sector saw no job losses during Wholesale Trade 4,249

Source: EMSI Complete Employment 2012.1
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Ohio

Onio’s Third Frontier, a $2.3 billion technology-based
development initiative that began in 2002, is making
the Buckeye State a very good place for entrepreneurs
and helping to revitalize the economy. Third Frontier is
funded by bonds paid for by a voter-approved sales
tax.

Industry experts believe that economy-boosting
venture investments in Ohio are likely to continue to
increase because the state has implemented programs
— Third Frontier’s Entrepreneurial Signature Program

— that attract and retain early-stage companies and
help them get off the ground. This assistance helps
companies reach the point at which they can attract
venture capitalists.

Venture capital investments, after plummeting in
2009, have steadily risen. There were 71 venture
capital deals worth $205.2 million in 2011, up from
59 deals worth $178.3 million in 2010, according to
PricewaterhouseCoopers. The pace of investment is
accelerating in 2012; companies in Ohio have already
consummated 14 venture-capital deals in the first
quarter of 2012 worth $122.7 million.

In 2011, Governor John Kasich created JobsOhio as a
private, nonprofit corporation to lead the state’s job-
creation efforts by focusing on attracting and retaining
jobs, with an emphasis on strategic industry sectors. In
its first year, JobsOhio worked with businesses across
the state to secure 245 new investments, expansions,
and relocations, creating more than 21,000 new jobs
and keeping nearly 62,000 existing ones.

An integral part of JobsOhio is the JobsOhio Network,
a regional economic-development partnership of

Six organizations whose shared vision is to leverage
statewide and regional strengths for job creation and
economic development. These organizations (referred
to as Regional Economic Development Organizations,
or “REDQOs”") include the Cincinnati USA Partnership,
Team NEO, Columbus 2020, Dayton Development
Coallition, Appalachian Partnership for Economic
Growth, and the Regional Growth Partnership.

To “open the faucet” for innovation and discovery
across Ohio’s innovation corridors, Governor Kasich
announced in early 2012 that the state would boost
its broadband-network backbone speeds ten-fold.
This technology upgrade and expansion is increasing
the speed of the Ohio Academic Resources Network

Ohio’s Place in the Rankings
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Tax Environment for New Firms
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Broadband Speed Availability
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Cost of Living
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Road Quality
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STEM Job Concentration
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Job Placement Efficiency

Short-term Job Growth

(OARnet) from 10 gigabytes per second to 100
gigabytes per second.

Creating an ultra-fast broadband network for the state
is expected to give research hospitals and universities
a competitive edge for research grants that create
breakthroughs. In the multimedia space, it means

that companies in the entertainment, design, and
graphics industry that depend on delivering “big data”
to customers and collaborators can be located in Ohio
now and into the future.

Ohio's Fastest Growing High-tech Sectors
Job Growth 2009-2011

Custom Computer Programming Services 10,727

Computer Systems Design Services 6,226

R&D in the Physical, Engineering, & Life Sciences
(except Biotech)

Internet Publishing & Broadcasting & Web Search

Portals

Printed Circuit Assembly (Electronic Assembly)

Manufacturing
Search, Detection, Navigation, Guidance,
Aeronautical, & Nautical System & Instruments

3,891
1,672
1,286
1,237
Software Publishers 907
Data Processing, Hosting, and Related Services 611

Semiconductor and Related Device Manufacturing 313

Source: EMSI Complete Employment 2012.1
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Oklahoma

Immediately upon taking office in early 2011, Governor
Mary Fallin established the Governor’s Task Force

on Economic Development and Job Creation, a
45-member, volunteer panel composed of industry
CEOs, and private- and public-sector workers. In
September of 2011, the task force produced 13

“bold ideas” for economic growth in the state. Even

if not all are enacted, its recommendations are a
critical foundation for public discourse and policy
development to improve the state’s innovation and
entrepreneurial infrastructure, business access to
capital, efficient and effective government practices,
tax and business climate, infrastructure, and workforce
training.

In late 2011, Governor Fallin and the state’s Department
of Commerce partnered with nearly 50 state and

local organizations on a comprehensive survey of

the Sooner State’s business community. State-level
leadership helped promote the survey to business
leaders and allowed local development organizations
access to detailed information unobtainable by smaller
development groups. The survey results comprising
responses from nearly 5,400 state businesses were
released in April 2012.

Seventy-eight percent of businesses in the state
indicated they felt positive about the economic future
of Oklahoma, and another 78% indicated confidence
their business would grow in Oklahoma. In general, the
state’s business community feels positive about the
prospects of the state, feeling the most strongly about
the state’s college education system, access

to suppliers, career training system affordable

housing, and recreational opportunities.

Oklahoma’s Place in the Rankings
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According to the Bureau of Labor Statistics, Oklahoma
has the third-fastest manufacturing job growth since
January 2010, at 13%. Much of this growth is in heavy
metal industries, machinery and equipment, and
aerospace industries.

Fastest Growing Oklahoma Manufacturing Sectors
2010-2011

The survey identified skills training and raising
the education level of workers as areas of
concern. To help match Oklahoma employers
with workers, state leaders unveiled
OKJobMatch.com, an innovative website
designed to pool resumes of job seekers and
to match them with job openings based upon
responses to a questionnaire. Over 5,000 job
seekers have submitted resumes to the site.

Growth in Oklahoma’s energy and aerospace
sectors has helped spur some of the

fastest manufacturing job growth in the
nation coming out of the Great Recession.
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Navigational, Measuring, Electromedical, & Control
Instruments Mfg.

Motor Vehicle Body and Trailer Mfg.

Iron & Steel Pipe & Tube Mfg. from Purchased Steel
Glass and Glass Product Mfg.

All Other Miscellaneous Mfg.

Mining and Oil and Gas Field Machinery Mfg.
Machine Shops

Power Boiler and Heat Exchanger Mfg.

Ferrous Metal Foundries

Aerospace Product and Parts Mfg.

Medical Equipment and Supplies Mfg.

Semiconductor & Other Electronic Component Mfg.

Source: EMSI Complete Employment 2012.1
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Oregon

Oregon’s economy is improving gradually. In 2011,
Oregon created thousands of new jobs, passed a
balanced budget, improved Oregon’s credit rating

to AA+, and began streamlining state services. Five
Regional Solutions Centers were established to work
at the local level to identify priorities, solve problems,
and complete projects that might languish without local
liaison with state programs.

Governor John Kitzhaber signed the Oregon
Investment Act into law in early 2012, which will

allow private investors to partner with the state when
investing in new start-up businesses. The act also
consolidates and simplifies existing, now-fragmented
economic development resources under a unified
strategic framework. The new structure means
businesses no longer have to navigate a maze of state
agencies and make multiple contacts to find resources.
The act’s Oregon Growth Board will catalog Oregon’s
economic development programs and then draft a plan
to both consolidate resources and leverage additional
investment while requiring no new tax dollars.

Oregon lawmakers allocated $16 million for the
Oregon Innovation Council (Oregon InC), whose
funding is divided among six signature centers and
programs dedicated to growing the state’s innovation
economy. These include the Oregon Nanoscience
and Microtechnologies Institute (ONAMI), the Built
Environment and Sustainable Technologies Center
(BEST), the Oregon Translational Research and Drug
Development Institute (OTRADI), the Oregon Wave

Energy Trust (OWET), the electric vehicle-
focused Drive Oregon, and the Northwest

Oregon’s Place in the Rankings
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projects, the Economic Recovery Review Council
(ERRC) may expedite the permitting of up to 10
industrial development projects of state significance
per biennium. The ERRC reviews the proposed
project to determine if the project meets the criteria
for applicable discretionary local and state permits. Al
permit approvals are on the same timeline, considered
at one hearing and decided upon together.

Manufacturing in Oregon

Food Processors Innovation Productivity
Center.

Oregon joined the ranks of over 30 other
states in adopting the National Career
Readiness Certificate (NCRC), a portable
certificate that verifies three foundational
skills: applied mathematics, reading for
information, and locating information. The
NCRC is used by employers, employees,
and job applicants as a uniform measure
of key workplace skKills.

To speed the permitting of large industrial

Manufacturing Gross State Product (2010)
Manufacturing Percent of Gross State Product (2010) 15%

$24.0 billion

Value of Exports (2010) $38.5 billion
Total Manufacturing Jobs (2011) 182,888
Average Earnings per Job (2011) in Manufacturing $71,026
Percent of Oregon’s Overall Average Earnings 151%

Oregon’s National Location Quotient for Manufacturing 117
Five Largest Industries (2011)

Semiconductor and Related Device Manufacturing 23,074 jobs
Sawmills 5,800
Frozen fruit, juice and vegetable manufacturing 5,231
Softwood veneer and plywood manufacturing 3,765
Machine shops 3,488

Sources: U.S. Bureau of Economic Analysis, U.S. Census Foreign Trade Data, EMSI Complete Employ-

ment 2012.1
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Pennsylvania

Since taking office in 2011, Governor Tom Corbett

has supported a job-creation agenda centered on

tax stability, balanced spending, increased energy
development, and legal reforms. Seeking to hold

the line on property tax burdens faced by the state’s
employers, Corbett signed 2011 legislation expanding
requirements for local voter referendums when raising
school property taxes. The administration has also
made expanded drilling activity in the state’s Marcellus
Shale natural gas fields a major part of its economic
agenda. The governor and 2012 assembly enacted
changes to state laws focused on drilling, in an attempt
to balance regulatory certainty for developers with
impact mitigation for communities throughout the field.

In an effort to realign job-creation efforts around a
cluster strategy, Pennsylvania passed legislation in
2011 encouraging the development of new industry
partnerships. The new program works to bring
together state government, industry associations,
business leaders, educators, and regional economic
development organizations to identify industries in
need of support, including workforce and development
grants. The state plans to work with the industry
groups to identify high-priority occupations on a yearly
basis.

The commonwealth’s First Industries Funds, renewed
through 2015, provides grants, loans, and loan
guarantees to growing companies in the agricultural,
agriculture processing, and tourism industries for
acquisition of real estate, equipment upgrades,

or working capital. The 2012 General Assembly

also extended expiring regions in the
commonwealth’s Keystone Opportunity

Zone initiative. The program includes

Pennsylvania’s Place in the Rankings
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businesses from punishment for actions that were
beyond their control.

Pennsylvania’s oil, gas, and mining sectors have
grown by leaps and bounds as extraction of the state’s
shale gas reserves has come online using new drilling
technologies. Employment in the mining-support
activities industry, which includes drilling operations,
has more than doubled in two years, and other gas-
related industries have experienced major growth.

Fastest Growing Industries in Pennsylvania

Percent Job Growth, 2009-2011

nearly 46,000 acres of land with
exemptions and waivers from certain
state and local taxes. In some situations
and zones, tax burdens are completely
eliminated, providing a major incentive for
redevelopment.

Governor Corbett also supported and
signed a “Fair Share Act” reform of civil
lawsuits. The enacted legal changes state
that if a party to a suit is found to hold
less than 60% liability, they cannot be
held responsible for more than their share
of the damage settlement, protecting
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Museums, Historical Sites, and Similar Institutions

Support Activities for Mining
Forestry and Logging
Oil and Gas Extraction

Other Information Services

Performing Arts, Spectator Sports, & Related
Monetary Authorities-Central Bank

Data Processing, Hosting and Related Services
Support Activities for Transportation

Waste Management and Remediation Services
Paper Manufacturing

Primary Metal Manufacturing

Source: EMSI Complete Employment 2012.1
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Rhode Island

Rhode Island has the second-highest unemployment

rate in the nation at 11% and is one of only three states Rhode Island’s Place in the Rankings
with double-digit unemployment as of February 2012. #1 Broadband Speed Availability

Rising public pension costs have created a climate in

which tax increases and cuts to government services #1 Broadband Provider Availability

and education are a strong possibility. Governor #5 Higher-ed Degree Output

Lincoln Chafee took office in 2011 facing a $295 million . Acadermic RED | .
budget deficit. cademic ntensity

, , . High-tech Share of All Businesses
Hit particularly hard by the global recession and losses

in the manufacturing industry, Governor Chafee and Per Capita Income Growth
the Rhode Island General Assembly have proposed Educational Attainment
and are implementing plans to reverse this trajectory

and to set a new course for the Ocean State. Economic Output per Job

Productivity Growth

Mounting pressure from public pension obligations
in 2011 caused Rhode Island to take over finances STEM Job Concentration
of two cities, one of which was seeking bankruptcy

) i Higher-ed Efficiency
protection. In November, the legislature passed a

comprehensive pension-reform bill, titted “Rhode Island STEM Job Growth

Retirement Security Act,” in an effort to address rising

pension costs for public employees and to reduce Fund is a state sponsored venture capital fund
deficit levels. designed to make targeted investments in Rhode

. . Island based technology startups. The program also
The Rhode Island Economic Development Corporation  srovides a variety of entrepreneurial training and

(RIEDC) and Governi)r Chafee havg ernb”raceld an mentoring to startups and science and science and
effort known as the “Knowledge District, whlyCh technology students at Rhode Island universities,
represents the augmentation of Rhode Island’s seeking to help future innovators build the skills needed
medical community and universities to attract high- to launch successful businesses and create jobs. To
paying, high-tech jobs in knowledge-related fields. address workforce training, The Governor’s Workforce
Early successes include the establishment of Brown Board is making $1.2 million in matching grants
University’s $45 million medical school, the move available. Awards are based on size of the company

of toy maker Hasbro into the Knowledge District, applying, and range from $10,000 to $40,000.

and the targeting of 19 new acres

in downtown Providence for Rhode Island's Fastest Growing High-tech Sectors

redevelopment as a result of the 2009-2011
relocation of 1-195. Governor Chafee
has issued a $250,000 grant through Computer Systems Design Services 1,763

the RIEDC to the 195 Redevelopment

. . . Data Processing, Hosting, and Related Services 792
Commission to support engineering
and planning efforts associated Engineering Services 359
with this land redevelopment. The
grant will be repaid through a bond Telecommunications Resellers 255
sale of the reclaimed highway land,
. \ Custom Computer Programming Services 219

costing taxpayers nothing. It has
been estimated that some 1,000 jobs Electromedical &MEIec}rotthelrapeutic Apparatus 007
have been created in the Knowledge andiactiing

L Internet Publishing & Broadcasting & Web Search 196
District. Portals
Rhode Island’s Slater Technology Testing Laboratories 116

Source: EMSI Complete Employment 2012.1
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South Carolina

With dropping unemployment rates, rising exports,
increased state revenues, and a greatly improved
budget situation, South Carolina continued to show
positive signs of economic recovery entering 2012.
Buoyed by this newfound momentum, Governor Nikki
Haley and state leaders are focusing on implementing
new tax policies, infrastructure improvements, and
legal reforms designed to support continued job
creation, bolster the state’s strong export sector, and
diversify the state’s economy.

Looking to maintain its position as one of the nation’s
leading export states and support easy access

to global markets for business in the state, South
Carolina has begun efforts to upgrade its port facilities
at Charleston. The state is currently conducting
preparatory work and studies in partnership with the
federal government, and state legislators are laying the
groundwork for a state investment of up to $180 million
dollars as part of the proposed $300 million port-
deepening project.

The 2011 General Assembly adopted reforms to the
state’s unemployment insurance system, paying down
debts owed to the federal government and providing
the state’s employers with tax relief. In the face of

South Carolina’s Place in the Rankings
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The new online service brings together information
on state programming and incentives in one location,
streamlining access for busy entrepreneurs.

recent budget deficits, the state was able to hold
the line on taxes, and continues to assess no sales
taxes on machinery, power, and materials used in

manufacturing. The state’s manufacturing sector is its largest

exporter and one of its most concentrated industries.
Manufacturing growth since 2009 has been led by
job growth in aerospace products and other heavy
machinery and equipment sectors.

The 2011 General Assembly and Governor Haley
implemented caps on punitive damages in many civil
suits. The law also implemented additional checks
on civil suits and changes to bond and building-code
regulations designed to cut down on the volume

of civil litigation in the state. South Carolina has

also adopted legislation allowing certain state
agencies, if forced by federal mandate to adopt

South Carolina: Fastest Growing

Manufacturing Sectors
Job Growth, 2009-2011

Aerospace Product and Parts Mfg. 1,822
a stronger regulatory standard than that of the
state, to expedite a return to the previous state Other Fabricated Metal Product Mrg. 1,409
standard if the federal regulation is repealed or Agriculture, Construction, and Mining Machinery Mfg. 1,043

blocked by legal action.

Engine, Turbine, & Power Transmission Equipment
Mfg.

0 . . . Navigational, M ing, Elect dical, & Control

Facilitating better private-public sector O Mg, o S oo 548

interactions has also been on Governor Haley’s

agenda for job creation. The South Carolina

622

Other Electrical Equipment and Component Mfg. 510

Machine Shops; Turned Product; and Screw, Nut, 509

Business Network, launched in 2012, offers and Bolt Mfg.
small businesses in the state an easy and more Motor Vehicle Mfg. 899
efficient way to access government services. Semiconductor and Other Electronic Component Mfg. 393

Source: EMSI Complete Employment 2012.1
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South Dakota

Launched in 2011, Governor Dennis Daugaard’s
“Better Government” initiative is focused on finding
ways to streamline regulation, increase transparency,
eliminate unnecessary regulations, and make state
government interactions with the private sector more
efficient. The initiative has identified hundreds of
regulations to be eliminated or restructured, opened up
various economic development records to the public,
and is conducting reviews of online permitting and
licensing with an eye toward making such processes
more business friendly.

The administration also pressed for a reworking

of South Dakota’s workforce development efforts,
creating the South Dakota Workforce Initiatives (SD
WINS) strategy. This 20-point plan includes action
items focused on improving education in the state,
increasing available workforce training options,
expanding health-care jobs and opportunities in rural
areas and attracting new residents with valuable job
skills to the state. The state’s Dakota Roots outreach
program is designed to connect South Dakota
expats back to the state by connecting them to
employment opportunities, business incentives, and
relocation information. Since being launched in 2006,
the program has connected over 2000 individuals
with jobs in the state, helping growing South Dakota
businesses tap into the talents of the state’s former
residents.

South Dakota’s policymakers authorized funding in
2011 to expand research capabilities throughout the
state’s university system. The funds were allocated
through a competitive process, with state funds being
used to leverage other resources to fund equipment
and research-facility upgrades.

The 2011 legislative session also saw the creation of a
new, large-project development fund. Championed by
Governor Daugaard, the new fund sets aside a portion
of excise taxes collected to be used to issue grants

to attract companies to the state. Supporters argue
that the new program will give the state’s economic
development programs added flexibility to attract

new jobs to the state. Even so, the program’s fate is
currently unclear, with a 2012 recall effort underway.
While this new development program has come

under some scrutiny, the state continues to offer
incentives and support to small businesses through its

North Dakota

Washington

South Dakota’s Place in the Rankings
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and credit unions throughout the state to ensure that

growing small businesses can access the capital they
need to invest in equipment, real estate, and projects

that will help them create new jobs.

Top Sources of Migrant In-flows to
South Dakota, 2005-2010
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MicroLOAN program. The program works with banks

Source: Internal Revenue Service Tax Return Data. Measures in-flows of exemptions
listed on tax returns (excludes out-flows)
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Tennessee

During his first year in office, Governor Bill Haslem
launched the Jobs4TN initiative, which held roundtable
meetings and gathered input from private-sector
leaders to refocus the state’s economic-development
efforts. As part of the initiative, the administration
conducted a “top-to-bottom review” of all state
government departments, looking for ways to increase
efficiency and better deliver services to businesses and
the public.

Part of this process included a review and restructuring
of the state’s economic development efforts. The state
has now decentralized and downsized its Economic
and Community Development programs, identified key
industry sectors worthy of expanded focus, increased
business-recruitment efforts, and moved to strengthen
entrepreneurial development and business-expansion
programs. During the 2012 session of the Tennessee
General Assembly, the Haslem administration called for
focused tax cuts and state government reform as part
of the governor’'s TNForward proposal.

As part of a focus on innovation and entrepreneurship,
Governor Haslem introduced the INCITE Initiative.
This $50 million program is designed to coordinate
and expand efforts to support innovation,
commercialization, investment in innovative Tennessee
businesses, development of technology clusters, and
entrepreneurship.

The TNInvestco program, launched in 2009, works
with venture-capital firms throughout the

state to provide financing to innovative

new Tennessee companies. The program
supports the creation of “innovation clusters”

Tennessee’s Place in the Rankings
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Small Business Survival Index

called for more solid commitments moving forward.
As part of the broader regional TVA megasites
program, the West Tennessee Megasite will provide
a development-ready site open for future large-scale,
advanced-manufacturing developments.

Fastest Growing Sectors in Tennessee

Percent Job Growth, 2009-2011

to create an environment conducive to
new ventures and job creation. The state
also makes use of its Pathway Lending
program to provide needed capital to
promising new and expanding businesses
throughout the state, lending more support
to entrepreneurs.

Hoping to capitalize on past success in
attracting major industrial developments to
the state, Tennessee is pursuing continued
development of the West Tennessee
Megasite project. While still in the early
stages, the state has set aside nearly

$35 million for needed infrastructure
developments, and Governor Haslem has
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Boiler, Tank, & Shipping Container Manufacturing
Motor Vehicle Body & Trailer Manufacturing
Utility System Construction

Employment Services

Oil and Gas Extraction

Sugar and Confectionery Product Manufacturing

Engine, Turbine, & Power Transmission Equipment
Mfg

Other Heavy and Civil Engineering Construction

Residential Mental Health & Substance Abuse
Facilities

Electronic and Precision Equip. Repair & Maintenance

Forging and Stamping

Semiconductor and Other Electronic Component Mfg

Source: EMSI Complete Employment 2012.1
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Texas

Texas enters 2012 as one of the better-performing
states in the nation, yet unemployment rates remain
above pre-recession levels. Governor Rick Perry
and the state legislature have shown a continued
commitment to embrace programs and policies
designed to support business and create jobs.

Two of Texas’ key tools for job creation, the Texas
Enterprise Fund (TEF) and Texas Emerging Technology
Fund (ETF), received nearly $300 million in state
commitments during the current biennium. The
Enterprise Fund acts as a “deal-closing fund” for the
state, giving state leadership a flexible tool to support
business location and expansion in Texas. Funds can
be used for infrastructure upgrades, workforce training,
and other business incentives.

As part of a round of new legal system reforms, Texas
adopted a “loser pays” standard, discouraging the
potential for frivolous suits. The reforms also included
changes to expedite cases through the courts,
encourage settlements, and allow for early dismissal
of certain suits, cutting down on litigation costs to
businesses and the state.

State policymakers and voters made major
commitments to infrastructure in the past year. The
2011 session saw the state commit to $3 billion in
bonding authority for new transportation projects
throughout the state, and establish new rules to
expedite the review and approval of needed projects.
Voters also approved a proposition backing $6
billion in bonding for water-infrastructure investments

Texas’ Place in the Rankings

Fastest Growing Texas Sectors
Job Growth, 2009-2011

Health Care and Social Assistance 92,679

Mining, Quarrying, and Oil and Gas Extraction 92,635

Administrative and Support and Waste Management

and Remediation Services 76,624

Professional, Scientific, and Technical Services 69,425

Other Services (except Public Administration) 51,143

Real Estate and Rental and Leasing 45,643

Accommodation and Food Services 39,775

Retail Trade 33,903

Finance and Insurance 32,166

Source: EMSI Complete Employment 2012.1

throughout the state, another urgent need to assure
continued growth in a sometimes drought-prone
region.

One of the state’s more flexible workforce-training
programs, the Skills Development Fund, also received
continued support from state leaders during the
current two-year cycle. The initiative works to build
job-training partnerships between businesses and
community colleges throughout the state.

Coming out of the recession, Texas has more than
doubled the nation’s job growth rate. Texas has
enjoyed broad-based growth since 2009, with more
than 90,000 new jobs in both the health care and
energy sectors to go along with strong growth in
professional services, real estate, and finance.
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Utah

Governor Gary R. Herbert’s vision for Utah is that it
“will lead the nation as the best performing economy
and be recognized as a premier global business
destination.” As Utah emerged from the recession,

it created more than 25,000 new jobs during 2010

and 2011. Some 4,600 of these new jobs were in

the manufacturing sector, including food processing,
fabricated metal products, computer and electronic
products and medical equipment and supplies.
Another 6,000 jobs were created in professional,
scientific and technical services, and the administrative
and support services sector added an additional 4,000
jobs during this time period.

The governor’s cabinet reviewed every single business
regulation on the books in Utah and then amended or
eliminated 368 outdated and unnecessary regulations
that were determined to be a drag on the economy.
Utah also reduced unemployment insurance’s
maximum cap from 9.5% to 7.5%, thereby achieving
more than $26 million in tax savings for Utah’s
businesses.

services industry. According to the Governor’s Office
of Planning and Budget, financial activities accounted
for 21.7% of the gross state product in 2010 and 5.8%
of total employment in early 2012. Utah is heralded as
an attractive location for the financial services industry
because of its highly educated, multilingual and
productive workforce.

Utah also enjoys a regulatory advantage in the financial
services sector, now boasting the highest number of
industrial banks in the nation, including eight of the top
ten industrial banks in the country in terms of asset
size. Industrial banks are authorized to make consumer
and commercial loans and to accept federally insured
deposits. Industrial bank charters are unique in that the
owners of these banks are not required to be regulated
by the Federal Reserve as bank holding companies.
Instead, the Utah Department of Financial Institutions
supervises IB owners, which are chartered under Utah
law and the FDIC under a special program developed
principally for the IB industry.

Utah Finance Sector Growth, 2001-2011

Technology companies have taken notice
of Utah as an affordable alternative to
neighboring West Coast states with

Finance Subsector

2001-
2011 2011
Jobs | Growth

overall business costs in Utah 10% below
the national average. Utah has attracted
several companies that produce advanced
materials for applications in aerospace,
software and programming, and other
high-tech industries. At the same time, Utah

Other Financial Investment Activities
Agencies, Brokerages, and Other Insurance Related Activities

34,704 92%
17,357 53%

Other Investment Pools and Funds 9,571 96%
Depository Credit Intermediation 17,062 36%
Activities Related to Credit Intermediation 9,258 58%
Securities & Commodity Contracts Intermediation & Brokerage 5,565 23%

has become a major player in the financial
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Vermont

In August 2011, Vermont was hit by Tropical Storm
Irene and a series of spring storms that resulted in the
loss of lives; significant damage to public infrastructure,
roads and bridges; and impacts upon small businesses
and communities throughout the state. In the wake of
the devastation, Governor Peter Shumlin responded by
committing to rebuild damaged facilities and improve
existing and aging infrastructure.

Recognizing that transportation infrastructure and small
business are critical to the state’s economy, disaster
recovery has become a critical theme to the state’s
economic growth plans. The governor has proposed
$45 million to fund road and bridge improvement
projects in the biggest transportation program in state
history. This proposal includes a $1.5 million increase

in local highway aid to municipalities around Vermont.
The Vermont Economic Development Authority created
an emergency low-interest loan program to lend up

to $100,000 to small businesses affected by natural
disasters, which resulted in over $15.3 million in loans
to more than 340 businesses.

According to Karen Marshall, Chief of ConnectVT,
95% of Vermont currently is connected to broadband
access and close to meeting the governor’s goal of
100% connectivity by 2013. Vermont has spent more
than $150 million (using considerable federal stimulus
dollars) resulting in 1,546 miles of new fiber-optic cable
to support the state’s broadband expansion efforts.

Broadband connectivity is only one
element in an overall strategy that

also involves increasing the presence 5.0
and access to wireless technologies. 45
Cellular service lags behind

4.0

broadband with 88% of Vermont
residents having some access to
cellular infrastructure. Much of this
can be attributed to Vermont’s forests,
rural locations, and somewhat rugged
terrain.
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Vermont ranks number one in
per capita exports and has seen 05
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majority of this export figure is due to increased export
activity to Canada, which made up 43.1% of Vermont’s
trade portfolio in 2011. Vermont is one of a few states
that enjoy a trade surplus with China and expects

to continue the upward trend. Top exports include
processors, electronic circuits, and aircraft engines
and parts.

Vermont Exports by Dollar Value

Total Vermont
Exports

Canada

China

. [ . s-/ Hong Kong
increases in overall exports each year

since 2008, increasing from $3.7 0-02008
billion in 2008 to $4.3 billion in 2011. A

2009 2010 2011

Source: U.S. Census Bureau Foreign Trade Data
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Virginia

Upon taking office in 2010, Governor Bob McDonnell’s
first executive order was to name his lieutenant
governor to the post of chief jobs creation officer,

while pledging to reinvest in the state’s job-creation
infrastructure. Northern Virginia has certainly benefitted
from the jobs boom in the Washington, DC region, and
state leaders are pledging support for and investment
in the entire state.

In 2011 the state unveiled an aggressive highway and
rail infrastructure investment plan, planning to invest
$4 Dbillion over six years. Part of the plan includes
important ground transportation improvements in
preparation for the Panama Canal expansion in

2014 or 2015. The Port of Virginia is currently the

only deep water port on the East Coast capable of
handling the larger container ships using the expanded
Panama Canal. State leaders are expanding highway
transportation — most notably the Route 460 Corridor-
Interstate 85 Connector project — to improve access
to the port at Hampton Roads. The state is enacting
incentives for development zones near the port and
expanded roadways, and communities inland are
creating new industrial parks and development sites
adjacent to major highways and railways.

Already a leader in the science and technology
economy, Virginia is building on that strength with

a set of new initiatives focusing on STEM jobs and
education. State legislators in 2011 allocated $5

million to a new research-and-development tax-credit
program and another $10 million for commercialization,
and seed—and-equity financing for technology and
science companies.

Under the Top Jobs Act, the state is embarking on a
plan for 100,000 more Virginians to get degrees in the
next 15 years. The initiative reforms the state’s higher
education funding formula, creates incentives for
economic development and innovation, and creates a
new STEM public-private partnership. State universities
immediately created six-year strategic plans as part of
the initiative. Following the launch of the Top Jobs Act,
6,000 new students enrolled in universities in the fall of
2011,

Over the past decade, Virginia has been one of the
fastest-growing states in the nation for STEM jobs;
this feat is even more remarkable considering the
state already had a STEM job concentration that
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was 35% above the nation in 2001. Virginia’'s STEM
job concentration is now nearly 50% higher than

the national norm, and its 22% growth in these
occupations is more than four times the national rate.

Virginia STEM Job Growth
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Washington

Washington is widely acknowledged as the center

of the commercial aircraft industry in the United
States. Prior to 2012, all commercial aircraft over 100
seats built in the United States were assembled and
delivered in Washington State.

According to the Washington Aerospace Partnership,
The Boeing Company’s production is supported by
approximately 650 aerospace-related companies
located in 28 counties in Washington. Employment in
the aerospace industry stood at 84,000 employees in
early 2011. Each job in the industry generates nearly
three additional jobs throughout the economy, making
aerospace responsible for about 250,000 jobs in
Washington.

Washington faces a looming shortage of machinists
and other aerospace workers as the industry prepares
to raise its production rates at the same time many of
its employees approach retirement age. To address
these challenges, eleven community and technical
colleges in Washington will soon offer a two-quarter
certificate in computer-controlled machining, designed
specifically to meet the needs of the aerospace
industry. The initiative is part of a new national
program, Right Skills Now, designed to respond to the
talent crisis facing manufacturing industries.

Governor Chris Gregoire is leading state initiatives to
address any shortcomings, with a special focus on
enhancing the education system to continue the state’s

Washington’s Place in the Rankings
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excellence as a highly skilled workforce. Business,
government, and labor leaders worked together

during a 2012 special legislative session to create new
programs to foster a high school-to-postsecondary
education and training pipeline for good-paying jobs

in high-demand fields. Aerospace manufacturing
training will be coordinated through the State Board for
Community and Technical Colleges and an industry-
led advisory board.

Governor Gregoire extended an executive order that
suspended non-critical rulemaking by state agencies
until the end of 2012. Agencies must consult with small
businesses and/or governments on how impacts of
new rules can be mitigated. Governor Gregoire also
established a business liaison team that works with all
state agencies having significant regulations affecting
small businesses.

Washington Exports by Dollar Value

A new grant program for high schools will help prepare 2008-2011 Al Ofer
students for employment as entry-level aerospace % 40 Industries, 37.5
assemblers; a second program is for skill centers to 3 ‘

implement enhanced manufacturing-skills programs; z 22 -

and a third program is for high schools to implement £ 5 Aircraft, engines
specialized STEM courses. The special session also g 15 and parts, 27.1
created the Center for Aerospace Technology and 5 10

Innovation, to support university research relevant to E 0

. . ) 0
aerospace industry innovation. 2008 2009 2010 2011

Source: U.S. Census Bureau Foreign Trade Data
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West Virginia

While West Virginia is known for its substantial coal-
driven energy sector, the state has been making
concerted efforts to build momentum in other areas of
potential economic strength, including manufacturing,
technology, and petrochemicals. Governor Earl Ray
Tomblin, newly elected in 2011, has committed to
working with state policymakers to pursue expanded
tax reforms, infrastructure investments, and industry-
focused incentives as a means to attract private-sector
job growth.

The state has committed to elimination of its business
franchise tax and a phased-in rollback of corporate
net income tax rates over the next several years.

West Virginia has also embraced the use of targeted
tax incentives to support job creation. The state’s
Economic Opportunity Tax Credit offers employers
who create a minimum of 20 jobs in eligible industries
credits that can be used to offset obligations in several
tax classes.

The state’s Industrial Access Road Fund offers
infrastructure-support funding to new or expanding
businesses in several industries, including
manufacturing. Local governments can use the funds
to build out public-access infrastructure in support of
eligible private-sector developments. The state’s Five
for Ten Program offers property tax relief to large-
scale manufacturing facilities. Qualified investments
in equipment and facility upgrades are valued at five
percent of their actual value for 10 years for

property tax purposes, encouraging job-creating
expansions. The state also offers special income

tax credits to manufacturers for property taxes

West Virginia’s Place in the Rankings
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up to $250,000 of seed investment to help get their
products to market. The group also offers professional
services and equipment loans designed to support
nascent technology companies with growth potential.
The state’s’ Mid-Atlantic Technology, Research and
Innovation Center (MATRIC) is home to dozens of
research scientists and technicians working with
public, private, and educational-sector partners to
conduct advanced research with commercial potential.
Building on the state’s history of petrochemical
innovation, the center specializes in chemical and
environmental technologies.

Efforts to grow the state’s science and technology
economy may be paying off. West Virginia’s STEM
workforce has grown 3.9% since 2007, more than five
times the national rate.

West Virginia STEM Job Categories

Fastest Growing, 2007-2011

paid on manufacturing inventory, cutting down Physical Scientists 5%
on the cost of warehousing finished products in

the state prior to sale. Mathematical Science Occupations 12%
West Virginia has established a number of Life Scientists 119%
programs and nonprofits designed to attract

and build jobs in science and technology. The Social Scientists and Related Workers 5%
StartUP West Virginia program, administered

by TeChConnectWV, offers grants 1o new Life, Physical, and Social Science Technicians 4%
technology entrepreneurs to aid them

through the startup process. Companies can Computer Specialists 3%

use the funds to access services including

commercialization support and prototyping. Engineers 1%

More substantial support is provided through o . -

the state’s INNOVA Commercialization Group, ~ raters Engineering, and Mapping Technicians — (4%]

offering small businesses and entrepreneurs
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Wisconsin

Since taking office at the beginning of 2011,

Governor Scott Walker has pressed a wide-ranging
agenda focused, among other issues, on economic
development policy, improving Wisconsin’s business
climate, and creating 250,000 jobs by 2015. While
the debate over the governor’s various proposals has
been contentious at times, the state has implemented
several reforms and programs during the last year
aimed at job creation.

As part of his job-creation initiative, Governor Walker
launched a Special Cabinet on Economic and
Workforce Investment. Led by the state’s lieutenant
governor, the cabinet gathered input from business,
workers, and other workforce and job creation
stakeholders to identify policy changes the state could
implement to spur economic growth. The information
gathered was used to shape the governor’s “Wisconsin
Working” initiative, which is intended to work with

and through the state’s departments of Workforce
Development, Veterans Affairs, and colleges to reform
and expand job placement and training efforts.

Wisconsin is also exploring innovative new ways

to connect the unemployed with job-skills training.
Under the state’s new Wisconsin Wins pilot program,
businesses can work with the state to offer on-the-
job occupational training to individuals receiving
unemployment benefits. Participants receive a stipend
in addition to their existing benefits, and may gain full-
time employment with the business upon completion
of the placement. The program connects businesses
directly to unemployed workers, cutting down on the
cost of initial placement.

Regulatory reform was another key reform agenda item
in 2011. State agencies are now required to submit
proposed rules to a cost-benefit analysis, measuring
the regulation’s potential impact on businesses and the
state’s economy. The governor has also been given
added powers to stop proposed new rules during
promulgation, and to kill other proposed regulations,
providing a new check to state regulatory power.

Wisconsin has also expanded its loan support
programs for small and growing businesses during
the past year. Its Housing and Economic Development
Authority was granted increased funding and flexibility
to make loans in partnership with private-sector
lenders. The program is designed to fill financing gaps

Wisconsin’s Place in the Rankings
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that are underserved by other lenders, supporting
private-sector job creation in partnership with local
economic development organizations.

Manufacturing remains an essential driver of the
Wisconsin economy. Of the higher-value industries
in the state, the fastest job growth has come in
heavier-metals-related manufacturing sectors, along
with company management offices, health care, and
wholesale sales.

Growth in High-value Wisconsin Sectors
Job Growth, 2009-2011

Fabricated Metal Product Manufacturing 7,815
Ambulatory Health Care Services 6,074
Machinery Manufacturing 2,770
Management of Companies and Enterprises 2,212
Primary Metal Manufacturing 2,053

Wholesale Electronic Markets and Agents and

Brokers 1829

Support Activities for Transportation 868
Data Processing, Hosting and Related Services 859
Chemical Manufacturing 737

Limited to sectors paying

Computer and Electronic Product Manufacturing 660 atleast $45,000 per yoar

Source: EMSI Complete Employment 2012.1
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Wyoming

Wyoming is second to none in America when it comes
to energy resources. The state is ranked number one
in coal production, has high-quality wind potential and
uranium reserves, and is ranked in the top three for
natural gas compared to other states in the U.S.

Twenty-five percent of Wyoming’s $35 billion gross
regional product (GRP) was attributed to mining,
quarrying, and oil and gas extraction in 2010. Energy
directly accounted for $10 billon of the state’s exports
and 9% of all jobs in Wyoming in 2011. Just over 3,500
jobs were created in the sector from 2010 to 2011,
accounting for 26% of all new jobs created in Wyoming
during that timeframe.

The Wyoming Infrastructure Authority (WIA) is tasked
with diversifying and growing the economy by
developing electric transmission infrastructure. WIA
has $1 billion in bonding authority for transmission
infrastructure in Wyoming, which can be used for
generation lead lines between the generation facility
and the transmission line. Currently under development
is more than 15,000 megawatts of transmission
capacity originating in Wyoming and connecting with
major population centers in the West, representing
potentially more than $15 billion in investments in
transmission and an equivalent amount in generation
facilities.

Wyoming is leading in areas beyond natural resources.
In 2011, all 10,000 of Wyoming’s state employees
migrated to Google Apps for Government — the first
statewide implementation in the U.S. This is projected
to save the state $1 million per year with all state
employees consolidating from 13 different platforms
to one. The cloud-based computing environment will
improve document sharing and facilitate scaling up
storage as the state’s needs change. The statewide
enterprise rollout to Google Apps is part of Governor
Matt Mead’s top priorities — to move technology
forward in Wyoming — improving productivity and the
delivery of government services.

Wyoming’s reputation as a hotbed for data centers got
another notch recently with Microsoft’s announcement
that it is opening a data center near Cheyenne,
Wyoming. It joins other data centers in the state
including those operated by EchoStar, Ptolemy Data
Systems, T3Media (formerly Thought Equity Motion)
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Wyoming’s Place in the Rankings

#1 Tax Environment for Mature Firms
#1 Business Tax Climate
#1 College Affordability
#2 Long-term Job Growth
#2 Gross State Product Growth
#2 STEM Job Growth
#3 Gross State Product Growth
#3 Per Capita Income Growth
#4 Small Business Survival Index
#5 Economic Output per Job
#9 Tax Environment for New Firms
Business Birth Rate
Road Quality
Export Growth
Business Closure Rate
Bridge Quality
Median Family Income
Short-term Job Growth

Growth in Share of National Exports

and Green House Data. The state’s affordable energy,
cool climate, and series of incentives make it an
attractive location for the industry.

Wyoming Share of U.S. Energy Production
By Share of Energy BTUs, 2009

34.4%

Wyoming produced 14% of the
nation's energy BTUs in 2009.

10.7%

2.6%
0.6%

Coal Natural Gas Qil Biofuels, Wind &

Other Renewables

Source: U.S. Energy Information Association
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For more information and updates on
Enterprising States go the National
Chamber Foundation’s website at

http://ncf.uschamber.com.
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