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P R E F A C E

ashington Works Worldwide is the fifth and final report issued by

‘ ; ‘ } the Washington State Economic Development Board. The report

should be viewed as a summarv of the entire project to develop a
long-term economic development strategy for Washington State.

Readers wishing more detailed expositions of the themes contained in this

reportand supporting evidence for the strategy and recommendationsshould
consult the Board's first four volumes:

Volume I (Januarv 1987)
Washington's Challenges and Opportunities
in the Global Economy

VolumelI (January 1987}
The Washington State Economy:
An Assessment of Its Strengths and Weaknesses

Volume llI (January 1988)
Washington's Distressed Arens:
Recommendations for Economic Recovery

Volume [V (November 1988)
Citizens Choose the Future

In addition, the Board formed task forces in agriculture, forest products,
education, energy, telecommunications, training and retraining, and trans-
portation to assist it in its work to develop its strategy for Washington State. A
list of the reports prepared by the task forces may be found in the Appendix.

Finally, the Board held aseries of public meetings in communities through-
out Washington State to develop preferred economic future visions from a
regional perspective. More than 1,700 community leaders and citizens at-
tended the meetings that took place from June 1987 to September 1988 in
Aberdeen, Bellevue, Bellingham, Edmonds, Kennewick, Oak Harbor, Olym-
pia, Port Angeles, Seattle, Spokane, Tacoma, Vancouver, WallaWalla, Wenatchee,
and Yakima. In addition, the Board held a special Youth Leadership Confer-
ence in July 1988 with high school students from throughout the state who
were attending the annual Washington Governor’s School in Seattle. The
future visions developed by the attendees at these 16 meetings formed the
basis for the Board’s vision for Washington State presented in this report.




S U M M A R Y

intense international competition. Fueled by the worldwide prolifera-
tion of education, capital, information, and the new microelectronic
technologies, the new international economic competition challenges the
United States, not only in international markets but also in America’s domes-
ticmarket. Today, the U.S. facesstiff competition in resource-based, manufac-
turing, and service industries from Japan, the Western European nations, and
anumber of newly-industrialized countries such as South Korea and Taiwan.
A combination of factors—falling world commodity prices; the rising
value of the U.S. dollar; maturing foreign economies—brought the harsh
realities of the new giobal economy to Washington State in the early 1980s.
Unemplovment grew, personal income declined, welfare caseloadsincreased—
particularly in rural areas dependent upen agriculture and resource-based
industries. Although Washington is recovering from the recession of 1981-82,
the state needs tore-evaluate the basis of its economy if it is to be competitivein
the future.

| T he globalization of the economy has ushered in a new epoch of
i

The globalization of the economy has ushered in a
new epoch of intense international competition that
challenges us in international and domestic markets.

The Washington State Economic Development Board was created in 1985
by thestate legislature to assist in this important task. The Board was charged
with creating a long-term economic development strategy.

From the beginning, the Board's aim has been a str‘:ategy that:

* achievesbalanced statewide economic growth;

* creates opportunities for good-paying jobs for all Washing-
tonians; and

* - develops an environment that increases the competitiveness of
the state’s businesses in the new global economy ona long-term
basis.

Achievement of the Board's long-term strategy may take two decades of
cooperation and collaboration among the state’s institutions—between the
private and public sectors, between labor and management, and between
education and business. ltisan ambiticusstra tegy, notforthe faint-hearted or
narrow-minded. It requires Washingtonians to rethink the future.

AHVININNS




SUMMARY

The Board's future vision for the state is bold: a Washington that has
become an international crossroads of world frade and world cultures; a
Washington where globallv-competitive businesses produce high value-
added, high-qualitv, highlv-innovative, and constantlv-improved goods and
services for the global marketplace; a Washington where well-paid workers
are highlv educated, multiskilled, and adaptable to the newv challenges of an
information-intensive, ever-changing international economv; and a Wash-
ington where the quality of life, communities, natural environment, and
standard of living are known and admired throughout the world.

The Board’s recommendations have three main goals:

* tomaintain and enhance Washington's qualitv of life, its people,
communities, and natural environment;

* to develop a more competitive business climate bv developing
the state’s capital foundation and reforming its tax system and
regulatory functions; and

* tocreatethe technological, information, and physical infrastruc-
ture toassist Washington’sbusinessesand workerstocompete in
theglobal economy.

The board believes that it is people—more so than monev or machines—
that drive economic development. In today’s global economy, a highiv-
skilled workforce is the competitive edge. The Board recommends reforming
educational, training, and retraining systems in the state to assist business and
workers to become and remain globallv competitive.

The Board believes that, while state programs must provide leadership
and assistance in promoting economic development, swhat matters in the Jong
run is what takes place at the tocal level among local entrepreneurs, officials,
workers, educators, and citizens. The Board recommends building local
economic development capacity throughout Washington State with major
functions tor local economic development councils and the ports.

The Board believes that, for the first time in the historv of theindustrial age,

-business climate and quality of life are becoming increasingly synonvmous.

Today, a qualitv environment is an economic asset. 1t is also an ecological
necessity. If it is to err at all, economic planning should err on the side of
conservation and caution. The Board recommends protecting the environ-
ment through the wise and efficient use of Washington’s natural resources
and a renewed commitment to stewardship for future generations.

TheBoard believes thatinnovation isalsoa major kev tocompetitiveness in
the global economy. Too often, however, innovative businesses, especialiv
new and small ones, cannot obtain financing at competitive costs, over the
time period needed, or in the form needed. The Board recommends creating
the Washington Development Finance Authority to leverage private sector
programs to fill the “capital gap” and promote innovative goods and services
and technological processes in the economy through a variety of comprehen-
sive firancing vehicles.




The Board believes that Washington’s current tax structure is unbalanced,
unfair, and inhibits economic development. The tax system should ensure
adequate public revenues and should be a neutral factor in business invest-
mentdecisions. The Board recommends reforming the taxstructuretomake it
more mainstream, more balanced, and more competitive with other states
and fair to businesses and families.

The Board believes that, just as Washington's businesses and workersneed
to be more adaptable to changing global conditions, so too must the public
sector. Whileregulations should protect general health, welfare, and the envi-
ronment, the way they are created and implemented profoundly affects
business climate. The Board recommends minimizing the cost and burden of
the present regulatory labyrinth.

The Board believes that the commercialization of research and develop-
mentis critical to achieving competitiveness in the globaleconomy. The Board
recommends supporting well-funded delivery mechanisms that transfer
technology and new product ideas from Washington State’s research institu-
tions to business and entrepreneurs.

Itispeople—moreso than moneyormachines—that
drive economic development. In today's global econ-
omy,a highly-skilled workforce is the competitiveed ge.

The Board also believes that up-to-the-minute market information and
analysis, product development and promotion, and state-of-the-art telecom-
munications are necessary to compete in the global economy. The state’ssmall
and medium-sized firms, in particular, require timely market information
and export assistance. The Board recommends assisting these firms in this
crucial area.

The Board believes that physical infrastructure—roads, bridges, ports,
airports, railroads, and energy systems—underlie and support all business
and commerce. The Board recommends increasing investment in Washing-
tor’s ports and upgrading and maintaining the state’s transportation and en-
ergy networks to accommodate growth into the 21st Century.

Finally, the Board recornmends creating an independent “Council for the
Future” to oversee and guide the implementation of the long-term economic
development strategy.

AAVIWNIANS




“People who develop the habit
of thinking of themselves as
world citizens are fulfilling the
first requirement for sanity in
our time.”

Norman Cousins
~ Human Options (1981)
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INTRODUCTION

Our children are our frifure.
The youwng people pickured
throughout this report repre-
sent the next generation of
leaders in Washington State.
Thisreportisdedicated to them.

n 1983, the legislature concluded that Washington “...does not have

long-term economic development policy and has suffered from lack

of a long-term plan in its attempt to resolve the economic problems
which continue to plague the state.” To address this deficiency, the legisla-
ture created the Washington State Economic Development Board, a panel of
28 members from the private and pubiic sectors, representing business,
labor, education, and government.

Washingtonians need to rethink the futureinneiw,
global terms. To do this requires looking at ourselves
and the economy differently.

Since the Board started its work in 1983, Washington State has made
progress in its recovery from the recession that ravaged its economy in 1981
and 1982. Unemployment has dropped from 12.1 percent in 1982 to less
than 7 percent todayv, and the state’s economy has once again begun to
produce emplovment opportunities at a rate higher than the national
average. Thetraditionai resource-based industries have taken the first steps

toward competitiveness in world markets, thanks partiv to restructuring
and partly to devaluation of the U.S. dotlar; some have even increased their;

employment levels. The aerospace industry and other new, high-technol-"
ogy industries have also benefited from the drop in the dollar and have

significantly increased their workforces as demand has grown for their

goods and services.

Though Washington has vet to regain the general prosperity enjoved by
its citizens in 1978 and 1979 (the best vears in the state’s economic history),
hard work and creative measures by the public and private sectors have
resulted in better times for many people.

Underlving Washington's recovery, however, are two realities that
point to fundamental problems within the economy. First, the recent gains
have not been shared equally by all the geographic regions of the state. And
second, the gains have not been well-distributed throughout Washington’s
workforce.

Washington's recovery has occurred in a proportionally-small geo-
graphical area of the state. The central Puget Sound area has experienced
rapid economic growth. However, much of western and eastern Washing-
ton continues to languish, experiencing declining per capita income, persis-
tently high unemployment, increased welfare case loads, and continued
out-migration. The symptoms of economic distress are still found in many
Washington counties.

Recent economic gains have not been distributed equitably throughout '

the population. Too many Washingtonians have not participated in the
ras




state’s overall recovery. Far too many Washingtonians live in urban pockets
of distress or in economically-moribund rural areas, where resident indus-
tries and businesses have not grown or prospered. Despite the strongest
economy since 1979, there are over 150,000 state residents who are unem-
ploved. Also, despite the creation of many good-paying jobs, far too many
Washingtonians are still underpaid or underemploved.

The Washington State Economic Development Board believes that these
economic problems are deep-seated and resistant to short-term measures.
The Board also recognizes that global realities have contributed to the
economic hardship endured by manv Washingtonians, just as these same
global realities have spurred the growth of prosperitv enjoved by manv
others. Some important factors, to be sure, are bevond the control of
Washingtonians—interest rates, trade practices by overseas competitors,
protectionistmeasuresimposed by the federal government, and thestrength
of the American dollar, to name several. But the Board believes that an
appropriate long-term economic strategy, vigorously pursued by govern-
ment and the private sector, will enable the state to adapt its economy to the
new global realities that have so radically altered America’s economic
outlook during the past two decades. By adapting successfully and taking
steps to cure the structural weaknesses that deny the fruits of economic
growth to many of its people, the Board believes that Washington State can
prosper on a long-term basis.

The Board’s aim has been a strategy to achieve the following:
* achieve Jong-term economic growth throughout the entire
state and not merely within a few geographic pockets;
* create enduring economic conditions that provide the oppor-
~ tunity for living-wage jobs for all Washingtonians; and
* ensure that Washington businesses are competitive in the new -
global economy on a long-term basis.

Toachieve these strategic goals, Washingtonians must jettison the mind-
set that has befallen so many Americans—a mind-set that seeks to blame
overseas competitors for “unfair” trade practices or to blame the federal
government for “unwise” trading policies. Such thinking misses the critical
reasons why American goods and services have failed to compete in
domestic and international markets. Washingtonians must also end the
traditional animosity between “business” and “government,” and recog-
nize that the challenge of this age lies in mastering the dvnamics of the new
global economy~a chailenge that demands collaboration and cooperation
among the private and public sectors, labor and management, education
and business.

Washingtonians need to recall what the economic theorist Jane Jacobs
pointed out s0 well—but what is all too often forgotten: economic develop-
ment is a “do-it-yourself process.” What happens, for example, in Belling-
hamorWalla Walla, orin Longview orColville, among local entrepreneurs,

NOLLONAOULNI
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INTRODUCTION

government officials, workers, educators, and citizens is what ultimatelv §

matters. No matter how good state programs are, economic development
is, in the last analvsis, a process of building local capacity.

Since conditions change over time, Washingtonians need to go bevond
the popular themes of the economig literature of our dayv. Theonlv strategy
that will work over the long term is one that is flexible. Instead of targeting
specific products or industries or specific regions or populations, processes
that contribute to innovation need to be targeted. Instead of targeting small
or large companies, or new or mature ones, Washingtonians need to keep
firmiy in mind that enlarging and diversifving our economic base is what
matters in the long run. -

Washingtonians need to rethink the future in new, global terms. Todo
this requires looking at ourselves and the economy differentlv. The Wash-
ington State economy no longer exists in isolation; neither does the Ameri-
caneconamy. Thevhave bothbeenreplaced bvanew global economv. This
new economic realitv requires accepting new wayvs of doing business and
new wavs of working, a new definition of what it means to be educated
people and trained workers in today’s world, and measurement by world
standards.

We are now part of a new global economy, one that will last for our
lifetimes, atleast. WWemust adapt toitand must learn how to be competitive
within it, or we face second-class status in the world.

The new economic reality requires accepting new
ways of doing business and new ways of working, a
new definition of what it means to be educated people
and trained workers in today's world, and measure-
ment by world standards.

The influence of outside forces on Washington’'s economy are indeed
daunting—foreign trade practices, a protectionist Congress, the fluctuation
of the dollar—but throughout its historv Washington has demonstrated a
strength of character borne of its pioneer heritage and maritime tradition,
a determination to control its own destinv. The Board believes that
Washingtonians will never cede control of their future to outside forces,
never lose their hunger to compete, to excel, to prosper. The people of
Washington are ready and eager to face the global challenge, to take hold of
the futureand shapeit according to their own needs and dreams. The long-
term strategy outlined in these pages represents the path toward that goal.




A diagnosis of Washington State’s economic problems begins with a
look at the new global economy. More than any other factor, the dvnamics
of the global economy—and the way Washington responds and adjusts—
will determine whether the state can look forward to a prosperous future.

The diagnosis leads to a vision of Washington as an important hub of
world tradeand cultural flow, asaninternational crossroads through which
people and goods pass en route to virtually all the world’s major markets.
The vision embodies balanced statewide economic growth and the creation
of living-wage jobs. This section includes “dateline” reports from the year
2008, which reduce the abstract vision to concrete examples of the successes
to which Washingtonians can realistically aspire.

Finally, the vision gives rise to a plan of action. The recommendations
contained in the plan emphasize collaboration between the public and
private sectors in pursuit of three main goals: to maintain and enhance the
quality of life in Washington, with measures aimed at the protection and
proper use of human resources, community resources, and natural re-
sources; to bring about a more competitive business climate by developing
the state’s capital foundation and reforming its tax system and regulatory
functions; and to create a new developmenta] infrastructure to help busi-
nesses and workers succeed in the global economy.

OVERVIEW

DIAGNOSIS

VISION

PLAN OF ACTION

MIATAMIAO




“Domestic economic policies
will succeed only if they
strengthen, or at least do not
impair, the country’s
international competitive
position. This may be the most
important—it is certainly the
most striking—feature of the
changed world economy.”

Peter F. Drucker,
“The Changed World Economy” (1986)







DIAGNOSIS.

The New
International
Competition

/~1  he most important fact of economic life during the past 25 vears has '

i beentheemerging global economy. Two phenomena have attended
A that emergence, both defining and driving it, and each has posed a
difficult challenge to America’s economic institutions and dreams.

The first of these is an intense international economic competition that
began in the 1960s. In the two decades following World War II, Japan and
Western Europe mustered the public and private capital needed to rebuild
theireconomies. During thenextdecade, they gained access tostate-of-the-art
technology, scientific education, and management training thatenabled thern
tomountacompetitive challenge tothe United States, not only ininternational
markets but also in America’s domestic market. Simultaneously, a number of
less-developed countries began to modernize and position themselves for
entry into the competition. '

The second phenomenon was the development of new microelectronic
technologies that dramatically altered the production of goods and services.
As computer technology began to be applied throughout the world’s econo-
mies, it directly challenged the industrial basis of advanced economies. It
called into question how business was conducted, how firms were organized,
and how workers performed their jobs. '

Both the new economic competition and the new microelectronic technol-
ogy would alter the balance of economic power in the world. A new era had
begun, one which would dramatically affect the lives of all Americans.

The New Economic Reality

The United States emerged from World War I with virtually no economic
scars, unlike most other combatant-nations, whose economies suffered near-
total devastation. At war's end, the US. possessed the world's premier
economy and the world's largest domestic market. During the early post-war
vears, few goods of foreign manufacture entered the U.S,, and only a tiny
percentage of American goods found markets overseas.

As late as 1960, scarcely a fifth of all American-made products competed
directly with foreign-made goods. By 1980, however, nearly three-fourths of
American-made goods faced an aggressive challenge from foreign competi-
tion in domestic and international markets.

As late as 1970, the United States exported only 9 percent of the goods it
produced and imported only 9 percent of the goods sold within its borders.
During the following decade, exportsrose to 19 percent, and sales of imported
goods reached 22 percent of all goods sold to American consumers.

Since the early 1960s, American exports and imports have doubled as a
percentage of the gross national product (GNP), which is a clear indication
that America has entered a new era-—one with rules very different from those
of the previous era. Long-dominant American industries have seen their
shares of the domestic market plummet. The makers of steel, automobiles,
and machine tools—once the titans of industrial America—have lost much of




the domestic market to foreign producers. In international markets, too,
Americans have suffered great setbacks at the hands of fiercelv-competitive
foreign manufacturers, which the bloated U.S. trade deficit clearlv confirms.
For a time, Americans managed to stave off the competition and retain
markets in agricultural and nonfarm, resource-based goods; but by the mid-
1980s, the U.5. waslosing businesseven in these once-securedomains. Today,
all industries—resource-based, manufacturing, high-technology, and serv-
ices—face increased competition. Despite the drop in value of the U.S. dollar
and a slightly improved trade balance since 1985, these manifestations of the
new global economy show no signs of receding.

The Challenge of the
Newly-Industrialized Countries

Asstriking feature of the new global economy is the rapid transformation of
once economically-backward nations into serious competitors in interna-
tional markets. \Within the past decade, many newlv-industrialized countries
(NICs} have moved from producing simple goods such as clothing and
textilestocapital-intensive goods such as steel. Withinan even shorter period,
many have moved into still more complex goods such as automobiles and so-
phisticated electronics. The “Four Tigers of Asia”—South Korea, Taiwan,
Hong Kong, and Singapore—are perhaps the most notable NICs, but the
categorv includes such countries as Brazil and India. ,

The NICsenjoy distinct advantages in making and marketing the low-cost,
high-volume standardized goods that were once the exclusive province of
Western Europe, North America, and Japan. Among theseadvantages are the
recent liberalization of international trade, access to raw materials, 24-hour
capital markets, easy availability of innovative technologies, untapped do-
mestic markets, and comparativelv-low wage levels. Mass production of
standardized products will likely never again occur in the developed nations.

The new international competition and the new
microelectronic technologies have altered the balance
of economic power in the world. |

The economic success of the NICs has brought widespread technological
progress to the developing world, as well as vast improvements of domestic
infrastructures. These improvements, in turn, have resulted in massive
increases in agricultural production. Many nations have become self-suffi-
cient in basic foodstuffs; some are now even agricultural exporters. Since the
mid-1970s, world agricultural production has increased by more than a third,
and nonfarm commodities have increased 20-30 percent. Markets for Amer-
ica’s agricultural and resource-based exports have seriously eroded.

SISONDVIQ
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DIAGNOSIS

The Response of the Developed Countries

Intoday’s world, technology and capital are easily exported to the makers
of low-cost, high-volume standardized products, with the result that devel-
oped nations no longer enjoy overwhelming advantages inaccess to thesetwo
important resources. Unable to match the low wage rates of the NICs in the
mass production of such products, the developed nations have faced the need
to reorient their industries and work forces in order to produce entirelv
ditferent types of products.

Led by jJapan and Western Europe, the developed economies have shifted
tothemanufactureand delivery of morecomplex goods and services. Making
and marketing these new products require highly-skilled and flexible work
forces, the application of new technologies, and the reorganization of the
production process.

Throughout the developed world, structural changes have occurred in the
way firms produce goods and services. The products of todayv utilize vastlv-
improved materials and designs; thev are “information-intensive” rather
than “energy-intensive” or “materials-intensive.” The processes utilized to
turn outthe new productsrelv not on therigid, single-purpose or “dedicated”
technologies of old, but rather on multi-use, programmable automation.
Todav’s worker is not the traditional low-skilled laborer who knows only one
task, but rather a highlv-skilled and adaptable individual who is knowledge-
able about the entire production process, a worker who can perform multiple
tasks. - :

To alarge extent, Japan and Western Europe have been successful in this
transformation. The resultisthat they havelargelv abandoned the production
of high-volume, low-cost standardized products to the NICs and increasingly
concentrate on high-quality, highly-innovative, and constantly-changing
specialized goods and services for niche markets worldwide.

Aswith the new challenges posed by the NiCs, the dramatic changesin the
world’s developed economies have posed a significant challenge tor the U.S.
economy, its industries, and its workforce.

To understand why, we must turn to our past.




Theworld’sindividual economies have become interrelated, interdependent,
and integrated. National markets have become international ones, inasmuch
as nearly every “home” market is now an arena for competition from
manufacturers and suppliers who reside outside the borders of the home
country. In a real sense, the entire globe has becorme a single marketplace in
which money and technology flow freely across national borders.

The ideal location for a firm that does business in the global marketplace is
equidistant from the three largest segments of the market—the United States,
Japan, and the European Economic Community. Washington State is that
location.

The following facts illustrate and prove both the challenge and the oppor-
tunity posed to Washington by the new global economy:

* The combined gross national products of the United States,
Japan,and the European Economic Community represent nearly
half the total GNP of the entire world.

*  The United States, Japan, and the European Economic Commu-
nity produce and consume 85-95 percent of all the world’s high
value-added manufactured goods.

*  Eighty-five percent of all patents are filed in Japan, the United
States, France, West Germany, and Great Britain.

* Intoday’s global economy, product design occurs in one coun-
try, engineering in another, and assembly in yet another; sales of
that product occur worldwide.

¢ National Semiconductor’s microchips are designed in Califor-
nia, fabricated in Scotland, and assembled in East Asia,

* Factories in the United States assemble N issan, Honda, and
Volkswagen cars.

*  Boeing has 4,000 suppliers in 38 countries.

¢ Multinational companies based in Japan, Western Europe, and
the United States have teamed up with distant competitors.

*  Chrysler and Mitsubishi have joined forces to produce autos.

* AT&T hasjoined forces with Olivettiand Phillips in Europe and
with Toshiba in Japan. '

¢ Allis-Chaimersand Fiat have exchan ged 10 percent stock owner-
ship. ' .

* Weyerhaeuser has joined the Bank of Tokyo in a venture to

_ produce veneer in Aberdeen, Washington.

* PACCAR has joined a truck-buildin g veniure in Brazil.

*  More than 50 percent of Boeing sales are outside the U. S.

* Inarecentyear, Japanese firms broke ground for 50 new plantsin
the United States. :

* American firms have invested more than $60 billion in overseas
factories. '

The
Integrated
World
Economy

SISONOVIQ
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DIAGNOSIS

The New
Production
Technologies

The Industrial Era

The Industrial Revolution began in Great Britain but matured in America.
By 1870, America had overtaken Great Britain to become the world's premier
industrialized society, thanks to abundant natural resources, unlimited low-
cost energy, and a seemingly endless supply of cheap immigrant labor.
American industrialists achieved preeminence by perfecting and utilizing
“economies of scale”—high-volume, low-cost production that featured stan-
dardization throughout the production process. Responding to a large and
ever-growing domestic market, they turned out goods in a torrential stream,
built bigger and bigger factories, consumed ever greater supplies of raw
materials and energy. Thev used stable technology and emploved low-
skilled, easilv-replaceable [abor.

Though the business organization of American enterprise evolved over
time, the basic industrial model endured. This basic medel, after all, had
proved itself admirably in the minds of most Americans. Since the Industrial
Revolution, the American economy had achieved unparalieled production,
consumption,and prosperity. American industrialoutputhad beenthesingle
most potent factor in winning two world wars. That the other industrialized
nations looked to the American model for guidance was no surprise, because
Americans were simplyv the world’s best in the industrial era. American

industrv wore the mantle of leader and guide well into the 1930s.

The Information Era

Just when the “American Centurv” seemed destined to become the
“American Millennium,” a new revolution took hold and gathered strength,
one that transformed industrial economies across the face of the globe.
Microelectronics and programmable automation found wide application in
the production process. The semiconductor, the computer, the robot, and
innovative combinations of these technologies dramaticallv changed the way
goods and services were produced. '

Machines that could perform only one function quicklv became obsolete.
The traditional dedicated automation, though ideallv suited to the old model
based on economies of scale, was both costly and time-consuming to modifv
and lost ground to the new automation of the Information Age. Computer-
aided design (CAD) and computer-integrated manufacturing (CIM), on the
other hand, proved well-suited to the needs of the new markets. Program-
mableautomationshortened production runs and towered the costof produc-
ing high-quality products (even one-of-a-kind items), freeing capital to fuel
continuous innovation. )

In a short period of time, advancements in technology have led to today’s
knowledge-intensive economies in which information is central. All indus-
tries, not just high-technology ones, have benefited from these advances.
Applving the new technologies to either product, process, or service has led to
new market offerings, clearlv unique and innovative on a global basis.




In The Next American Frontier, Robert Reich declares that the competitive
edge among the developed economies will go to the makers of precision
products that are customized and technology-driven, those that can be made
only by highlv-skilled labor and with advanced technology. The setting for
the production of these products, says Reich, is highly integrated; that is, all
facets of the production process—development, design, manufacturing, mar-
keting, and distribution—are merged.

Thisnew modeil of production on which competitiveness dependsis called
“flexible specialization.”

Flexible Specialization

Flexible specialization is more than the application of new technology. Itis
a model in which the production process is information-intensive rather than
materials-intensive or energy-intensive. Instead of emphasizing capital, it
emphasizes the organization of production, relving on smatler plants, more
efficient supplier networks and prodixction-sharing—all i stark contrast to
the vertically integrated, self-contained model of the industrial era. It de-
mands a thorough reorganization of the workforce. Workers themselves
must be highly-skilled and capable of understanding all aspects of the
production process in order to effect continuous incremental improvements
in both process and product.

The competitive edge among the developed econo-
mies will go to the makers of customized precision
products made by highly-skilled labor.

The new model also demands a new tvpe of management—less hierarchi-
cal, more “hands-on,” and collaborative. It calls for firms with fewer lavers of
management, guaranteeing that the various aspects of production—develop-
ment, design, manufacturing, marketing, and distribution—proceed simulta-
neously and not sequentially. This feature eliminates the waste of precious
time and resources that the old model institutionalized by delaving work on
one aspect of production until work was finished on another. It alsoinsists on
anew philosophy of labor-management relations, substituting a “partnership
for productivity” in place of the old adversarial relationship between labor
and management. In short, the new model represents a totally-reformed
industrial culture.

Of all the developed economies, the United States, best at the old industrial
model, has been the slowest to adopt the new model of production and
transform its economy. We have wasted much valuable time blaming
external or internal villains, and we have spent many vears trving to rational-
ize away our poor performance. It is now imperative that we come to terms
with the real causes for our economic difficulties.

SISONODYVIA
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The Age of
Inform ation In The Next Economy, Paul Hawken offers a usetul definition of a kev
' component of the new global economy. “Information,” writes Hawken, is
“design, utility, and durability or, to put it another way, the application of
knowledge of how to best make or accomplish something.” The goal, hesavs,
is “to produce more using less.”
The following facts illustrate the changes and realities imposed by the new
model of production that characterizes today’s global economy: )

* Todav’s industrial products require only 40 percent of the raw
materials needed in 1900.

» Fifty to 100 pounds of fiberglass cable can transmit as many
messages as a ton of copper, using enlv 5-10 percent as much
energy.

*  While aluminum has largely replaced traditional materials like
iron and steel for manv purposes, even newer materials like
plastics and ceramics are now replacing aluminum.

* A 1976 Chevrolet Caprice Classic weighed 4,424 pounds; a 1986
Chevrolet Caprice Classic weighed 3,564 pounds, or 860 pounds
less.

¢ During thedecade between 1975 and 1985, the average weight of
American-made automobiles fell from 1,727 kilograms to 1,450
kilograms.

* Theradial tire is more durable than the old bias-ply tire and uses
less material, thanks to improved design.

*  New products such as pharmaceuticals and semiconductors are
knowledge-intensive and have a low-materials content from the
beginning. _

* A quarter of a century ago, 54 percent of the employees who
worked for John Fluke Manufacturing Companv in Everett,
Washington, worked directly in manufacturing; todav thetotal is
28 percent. The firm predicts that within the next 20 vears, the -
total will be half what it is today.

* Developed economies today produce more goods with fewer
people. In 1947, the share of the American work force in manu-
facturing was 28 percent. By 1983, that figurehad dropped to 19.5
percent.

* The United States is not deindustrializing. Total volume of
manufacturing has increased every year since 1947 and has
remained relatively unchanged as a percent of the total econ-
omy—roughly 23 to 24 percent.

* Today, the contest is not “goods versus services.” Americans
now produce “service goods,” adding valueto goodsby tailoring
them to specific customer needs.

*  Manufacturing still matters. The economy that loses manufac-
turing eventually loses the services associated with it.




The Evolution of an Economy

From territorial days to the present, Washington’s economy has been
largely resource-based. Felling timber, mining metals, harvesting crops, and
fishing were the economic mainstays during much of the first centurv of
Washington's historv. Maritime trading grew steadilv as demand rose
throughout the rest of the country for the products of the state’s resource-
based industries, and itself became a mainstay. Trade became even more
important as inland transportation facilities improved, as Washington ports
received goods and shipped them to land-locked markets throughout the
countrv. These ports also became important jumping-off points for American
exports.

World War II brought major changes to the Washington State economy.
Almost overnight, the federal government added a major manufacturing
sector to the state economyv. By 1945, the successful national war effort had
poured $8-10billion into the state economy and added aerospace, aluminum,
electronics, and shipbuilding industries to the economic base. Greatly-
expanded secondary retail and service sectors accompanied this dramatic
change.

Today, Washington is in the midst of a third dramatic change due to the
impact of the new global economy. While foreign competition began to make

itself felt in the rest of the U.S. in the 1970s, Washington's mix of resource-

based and technology products—typical of the western states—seemed, at
first, immune to its influences. In the earlv 1980s, however, a combination of
factors—the decline of world commodity prices, the rising value of the U.S.
dollar, and the maturation of foreign competition—brought the harsh realities
of the new global economy home to Washington State and to the entire
American West.

The “Two Washingtons”

Today, six years after the 1981-82 recession, the economic picture is mixed.

On the one hand, employment growth is strong, and unemployment has
declined significantly statewide. Traditional industries have restructured
and have attained new levels of productivity. Exports are up, due largely to
the decline in the U.S. dollar. The service sector is growing rapidly, with
export-oriented producer services a significant part of this phenomenon.

On the other hand, employment growth has not translated into income
gains. Wages and salaries per emplovee have declined. While other compo-
nents of personal income (interest, dividends, rents, and transier payments)
have risen, wages and salaries per emplovee have fallen bv 5.5 percent since
1979. Virtually every sector of the economy has been affected by this
downward trend.

Rural areas that rely on resource-based industries continue to suffer most.
As resident industries were forced to restructure in order to remain competi-
tive on a global basis, they reduced their work forces. Unemployment has

The
Washington

State
Economy
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skyrocketed, and personal income has declined; welfare caseloads have /
increased, and people have moved awav. Atthe height of the recession crisis. -
21 of Washington's counties met the qualifications for classification as ~dis-
tressed”—i.e., their unemplovment rates were at least 20 percent above the
statewide average for three consecutive vears. Todav, manv of these same
counties have still not recovered.

Elsewhere in Washington, emplovment has grown at an impressive rate.
But the gains have been confined to the central Puget Sound region, which
accounted for 98 percent of all new jobs in the state between 1982 and 1986.

Along-term economic development strategy muist
be based upon a clear and specific vision of what
Washingtonians want the future to be and a consen-
sus of how to get there.

Yet, even in the areas that experience growth, the picture is spottv.
“Pockets of distress” dot the landscape. Despite the significant drop in
unemplovment since the recession, there are still 150,000 Washingtonians
unemploved. Inaddition, the fastest growing areas of emplovment—services
and retail trade—are, on the whole, relatively low-paving sectors. Though
these sectors have brought both higher- and lower-wage jobs into the econ- |
omy, on the whole, their growth has translated into lower average wages.

The term “two Washingtons” is not a cliche; itis economic reality.

The Future Agenda

The agenda that addresses the present economic problems and prepares
the state for long-term competition in the global economyv is one and the same.

A long-term economic development strategy must be based upon a clear
and specific vision of what Washingtonians want the future to be and a
consensus of oy to get there.




Since territorial days, trade has been vitally important to Washington. The
Over the past two decades, trade has grown dramatically and has become Tl' ading
the engine of growth of Washington’s economy. The value of Washing-
ton’s imports and exports has risen faster than its gross state product. State
Washington State has the most trade-dependent economy in the United
States.

The following facts illustrate the critical importance of foreign trade to
Washington's economy—past, present, and future:

s  In Washington State, trade has risen from $3.1 billion in 1971
to $46.5 billion in 1987.

* In 1987, exports through Washington were $17 billion; im-
ports through Washington were $30 billion.

*  Between 1963 and 1985, Washington's foreign exports grew
at an average rate of 7.7 percent, compared to the national
average of 5.3 percent.

e With 1.8 percent of the national population, Washington
State accounts for nearly 4 percent of all American exports.

* Washington State ranks first in the nation in per capita
income earned through foreign exports ($2,352), more than
twice the national average ($1,100).

*  One in six Washingtonians owes his or her employment to
international trade.

*  Washington ranks sixth among all states in the export of
manufactured products to foreign countries, and fourteenth
in the foreign export of agricultural commodities.

*  In 1982, for the first ime in history, the volume of American
products that crossed the Pacific Ocean exceeded the volume
that crossed the Atlantic Ocean. '

*  The Pacific Rim is home to eight of Washington State’s ten
biggest trading partners.

s In 1987, nearly 70 percent of Washington's recorded trade
was with countries in East Asia—a total of $32.7 billion.

*  Washington State’s top trading partner is Japan, which in
1987 accounted for $5 billion in exports from Washington and
$13.5 billion in imports through Washington’s ports.

* In1985, Washingtonexported all of its wheat, 94 percent of its
logs, and 54 percent of its aerospace products to Asia.

* In 1987, Sea-Tac Airport handled more than $2.5 billion in
international air freight; 60 percent of the volume went to, or
came from, Europe.

¢ The central Puget Sound area accounts for 68 percent of
Washington's exports, while other western Washington coun-
Hesaccount for 16 percent. Eastern Washingtonalsoaccounts
for 16 percent.

* Six hundred foreign corporations have invested over $3
billion in the state and directly empioy 35,000 people.
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“Qur vision is bold: a
Washington State that has
become an international
crossroads of world trade
and world cultures. Our
vision is attainable: to create
globally-competitive
industries, balanced
statewide economic growth,
and living-wage jobs for all
Washingtonians.”

Washington State
Economic Development Board (1988)
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VISION

n defining its vision for the state’s economy, the Washington Stat

Economic Development Board did not attempt to predict the future.

Rather, the Board sought to establish realistic goals that are attainable
through an appropriate strategy, together with an idea of the benefits that are
possible by reaching those goals. This section includes “dateline” reports that
help imagine the vision—glimpses of Washington's future from the perspec-
tive of writers and analysts in the vear 2008. The first concerns the state as a
whole, but subsequent reports deal with specific communities, regions, and
industries—as they could be tivo decades from now.

Dateline: Washington State—January 2, 2008
The Washington Crossroads

Located at the geographical intersection of routes to the world’s three
largest markets, Washington State has become a crossroads of international
trade.

Each day, an abundance of commercial goods flows through the state’s
ports and airports to and from the United States, the Asia-Pacific region, and
the European Economic Community. Washington State's own high-quality
products comprise a sizable share of the trade—commaodities and goods
shipped bv air or sea and highlv innovative services transmitted viaa state-of-
the-art telecommunications network. As one of the American West's two
major gateways to the Asia-Pacific region, Washington has enjoved one of the
world’s fastest economic growth rates over the past two decades.

More than 30 nations operate consulates in the state. Because the metro-
politan areas are centers of trade and investment, businesses from every
cornerof the globe have established headquartersin Washington cities, giving
an international atmosphere to the entire state. Known worldwide for its
understanding of how the global economy operates, and no less for its
hospitality to visitors of all cultures, Washington State regularlv hosts interna-
tional meetings on such diverse topics as world trade, health, and the
environment.

World class tourist facilities have made Washington a prime international
tourist destination, while the fabled Northwest lifestvle—complemented by




the cultural amenities of its cities and towns—has made the state a highly
desirable place in which to live and work. The education system is widelv
recognized forits exacting standards, world-class graduates, and internation-
alized curriculum. Computer proficiency is arequirement for graduation and
a major reason why so many international businesses place a premium on
people trained and educated in Washington.

The Board's vision: the state's workforce is its com-
petitive edge. Skilled in the very Iatest technologies,
adaptable, and flexible, Washington's workforce has
proved itself able to thrive in the ever-changing condi-
tions of the global marketplace. Investors throughout
the world have recognized this edge and have invested
heavily in Washington's economy.

The state’s workforce is its competitive edge. Skilled in the very latest
technologies, adaptable, and flexible, Washington's workforce has proved
itself able to thrive in the ever-changing conditions of the global marketplace,
Investors throughout the world have recognized this edge and have invested
heavily in Washington’s economy. During the past decade alone, Washing-
ton-based joint-ventures among Asian, European, and American firms have
increased tenfold. ‘

Washington State has led the way in reforming labor-management rela-
tions, overcoming the labor problems that plagued America throughout so
muchof the 20th Century. While the work force has becomne more capableand
highlv-skilled, management has become morecollaborative and “hands-on.”
Managers and business leaders have recognized workers as a valuable
resource and not a cost to be cut. Profit-sharing plans and worker-owned
enterprises abound throughout the state.

Other factors, too, have contributed to the success story. Washington's
research institutions have become world models, owing to their continuous
innovation and ability to solve problems in the rapid commercialization of
new products and technological processes. During the past two decades,
Washington’s academic community has aggressivelv pursued both pure
research and applied science, serving as a clearinghouse for innovative
technology and knowledge needed by the state’s businesses.

Credit must also go to the diverse cadre of firms that have provided the
seed capital and venture capital to finance somanvinnovative businesses over
the past 20 vears. Washington business people take pride in stressing the
readyv availabilitv of financing for good ideas in their state.

NOISIA
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During the last decade of the 20th Century and the first eight vears of th
21st, Washington's traditional agricultural and resource-based industries
have revamped their operations to produce high value-added products for
markets throughout the world. The newer high-technology and biotechnai-
ogy industries have achieved world leadership by producing widelv-diverse
goods and services during the same period. The number of small firms that
produce goods and services for export has risen 500 percent over the last two
decades. The combined effect has brought prosperity to areas of the state that
were economically depressed in the 1980s, where emplovment opportunities
now rise annually. 7

While the trend throughout mast of Washington State has been economic
diversification, several regions of the state have gained international recogni-
tion for the production of specific goods and services. Seattle is a center of
“producer services” for the western United States. The central Puget Sound
area is known for its aerospace, computer software, health care, and clothing
design industries. Snohomish County has become an international biotech-
nology center and a leading exporter of electronic measuring and testing
instruments. The Pacific Coast region is a center of value-added forest
products. The Aberdeen-Rayvmond area competes with Scandinavia in the
production of high-quality furniture.

The Board’s vision: located at the geographical
intersection of routes to the world’s three largest
markets — the ULS., the Asia-Pacific region, and tie
European Economic Community — Washington
State has become an international crossroads of worid
trade.

Southwest Washington is home to a prosperous industry that produces
new high-strength industrial metals and nonferrous ceramics, while the vast
agricultural lands of central Washington produce specialty foods for export.
The new international freight airport at Moses Lake is one of the busiest in the
American West. Northwest Washington has a flourishing aquaculture indus-
trv that ships its highly-prized products to five continents. The Tri-Cities area
of Richland, Pasco, and Kennewick supports thriving energy research and
waste-disposal technology enterprises and regularly hosts international con-
ferences for scientists and engineers in these fields.

The list goes on, attesting to the fact that Washington’s economy is fully-
diversified and internationallv competitive. Worthy of special notice, how-
ever, is Spokane, which has become the hub of the Inland Northwest. Withits




new internationalairportand itsresident producer services industry, Spokane
serves as a gateway to the world for eastern Washington and large areas of
Idaho, Montana, British Columbia. and Alberta.

A major factorin Washington'srise to international prominence has been a
network of state government agencies, poris, and local development councils.
In partnership with the private sector, this network providesdirect support to

The Board's vision: a major factor in Washington’s
rise to international prominence has been a network
of state government agencies, ports, and local eco-
nomic development councils. In partnershipwith the
private sector, this network provides direct support to
innovative local enterprises.

innovative localenterprises in the production of goods and services, as well as
up-to-the-minute information about global markets. Washington-based
businesses have made excellent use of these services, and business people
~ount the public-private partnership among the reasons the state has largely
achieved the goalsit settwodecades ago—globally-competitiveindustry, bal-
anced statewide growth, and living-wage jobs for all Washingtonians.
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Globally-
Competitive
Businesses

Adding Value to Washington Products

What would an economic analyst sayv about Washington's economy 20
years fromnow? The Washington State Economic Development Board hopes
that its vision of the future becomes reality, and that an observer in the vear
2008 would see things the following wav:

Washington’s businesses and firms have become, for the most part, high
value-added enterprises that are competitive in the global economv. The
traditional resource-based industries have automated. and thev have reor-
ganized their production processes while retraining and expanding their
work forces. These measures have enabled the resource-based industries to
maintain their role as important contributors to the state’s economy.

Manv new small, innovative firms have appeared, specializing in high-
quality products to sell in “niche” markets throughoutthe world. Manv have
joined manufacturing networks for mutual benefit.

The following “dateline” report is a realistic glimpse forward in time, a
look at a company that exemplifies the challenge and the success of global
competitiveness.

Dateline: Raymond, Washington—]January 24, 2008

International Forest Products, Inc.

International Forest Products, Inc. (IFP} resides in the heart of western
Washington’s timber countrv. Its managers and emplovees are too busy
filling orders to ponder the fact that IFP is a shining exarple of how
Washington’s forest products industry has reorganized and diversified. If
asked, though, they’ll tell vou that their industrv has moved into a wide
variety of secondary products—no longer limiting itself to primary products
like lumber and plvwood. This flexibility, they'll sav with pride, is the reason
thev have good-paving jobs today. Bvemphasizing designand engineering of
new products like distinctive turniture, wall systems, and flooring svstems,
IFP has achieved a solid foothold in markets throughout the world.

A host of new wood products companies has sprung up throughout the
region during the past two decades, most employing fewer than 50 people.
Like IFP, thev use advanced technology to add value to primary wood
products and sophisticated marketing techniques to sell those products
around the world. With help from the University of Washington’s Center for




International Trade in Forest Products (CINTRAFOR), the new companies
frequently shift their production efforts according to international market
demand.

To enhance profitabilitv, IFP and other small companies in southwest
Washington have formed a manufacturing network through which they
share support services such as accounting, payroll, marketing, and new
technology. Member companies often team up to produce a specific product
in response to a hot demand that has emerged somewhere in the world. By
teaming up, they keep production costs low; and with shrewd marketing help
from the network, thev maximize their return.

The Board's vision: many new small, innovative
firms haveappeared, specializing in high-quality products
tosell in “niche” markets throughout the world.

Some of the new wood-working technology that the network finds so
useful is developed locally. In the Tacoma area, for example, a firm has
adapted radio-frequency laminating to laminate furniture squares of alder, a
Washington-grown hardwood used by several network members to make
furniture and household items. International markets changerapidly, requir-
ing new manufacturing machinery that uses microelectronic components.
Local firms now design and fabricate this sophisticated new machinerv and
supply it to local manufacturers who, in turn, use it to produce value-added
wood products. A major spin-off of the new forest products industry is one
that designs and produces wood-machining technology, incorporating com-
puter-aided manufacturing (CAM) and other microelectronic applications.

The success of IFP and similar small, innovative companies has bolstered
employment throughout western Washington and stimulated business in
general. Young people no longer seek to leave the area. Instead, they are
finding attractive career paths into the new enterprises through vocational-
technical training centers and community colleges. Many have gone on to
form their own companies. Much has changed in a short 20 vears.
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Improving Partnerships for Growth

The Board’s vision extends to the reatm of relationships. If the vision
materializes, this is what an observer would see 20 vears from now:

New partnerships among the institutions of Washington State have cre-
ated productive, profitable relationships. The prospects of long-term eco-
nomic growth become brighter as these partnerships proliferate among the
public and private sectors, education and business, labor and management.

The following “dateline” report looks ahead to the vear 2008 for clues
about how to assist the process of forming these “partnerships for growth,”
and what to expect from them.

Dateline: Seattle, Washington—March 12,2008

The Council for Global Competitiveness

Well before the close of the 20th Century, labor and management L
Washington State concluded that the traditional system of labor relations
posed asevere handicapto the state’s economy inthe new global marketplace.
Representatives of labor and management began a long round of discussions
in the early 1990s, with an eye to reforming the old shop-floor organization of
workers and arriving at guidelines for sharing both the responsibilities and
rewards of productive, innovative work. Yearsof negotiation between unions
and business organizations finally concluded with the announcement of a
new organization: The Council for Global Competitiveness.

The Council’s chief tasks, said labor and management in a joint statement,
are to oversee all contract negotiations in order to ensure that contracts meet
the agreed-upon guidelines and to adjudicateall labor disputes.

Todav, labor and management agree on the reed for competitive business
and industrv in Washington, and, equallv important, they agree on what
constitutes fairness in the labor-managementrelationship. Labor has receded
from its traditional insistence on strict job classifications and work rules, in
favor of a more flexible system that allows tasks to be performed when and
whereneedsarise. Management has discarded its long-held view oflaborasa
cost to be cut, and now sees workers in the same way it sees executives—as
assets that gererate both innovation and profit.

Other traditional assumptions have also fallen away. Management has
recognized that those who are closest to the production process are best able to
recommend and make on-the-spot changes for better, more competitiv-
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products. Thus, management has granted much greater decision-making
authority to the work force. The organizational structure of companies has
become far less hierarchical, and managers havebecome far more collaborative.

Old beliefsaboutrewards have fallen awav. Thesedays, workers share not
only in the responsibilities, but also in the profits of firms through employee
stock option programs (ESOPs) and year-end productivitv profits. Such
programs were once rarities, but today thev exist throughout the industries
and businesses of Washington State.

The Board's vision: long-term economic growth
becomes brighter as new partnerships proliferatearmong
the public and private sectors, education and business,
labor and management.

Worker-owned enterprises also abound, many of which have received
financing through the Council’s Fund for the Future. Made up of worker
pension funds and corporate contributions, the Fund lends money to worker-
owned businesses and helps them obtain seed capital and venture capital

from banks and other lending enterprises, as well as start-up management .

assistance from the business community. Thanks in large part to the Council
for Global Competitiveness, old labor-management animosities are virtually
extinct in Washington.
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Marketing Washington State to the World

Networking is a vital aspect of the Board's vision of Washington’s future—
not a single, all-encompassing network, but many smaller ones that are
flexible and highly specialized. If the vision comes to pass, an observer in the
year 2008 would offer the following remarks about the effects of networks on
the marketing of Washington State;

Washington's businesses export their goods and services worldwide.
They are active participants in the global economy. Thousands of innovative
small and medium-sized firms have joined Washington’s large firms as
exporters. :

State governiment isanactive participant in international trade. The state’s
Economic Development Cabinet has taken a leadership role in mobilizing the
resources of state government to promote Washingtonand its products to the
world. Other state agencies, local economic development councils, and
private business organizationsarealsoactive inthecause, promoting notonly
Washington's goods and services but the entire state as an international
tourist destination.

The Association of Washington Ports has formed a federation through
which its members have strengthened their international trading capacities
and marketed the region’s products worldwide. The following “dateline”
report examines the new federation.

Dateline: Olympia, Washington—March 13, 2008
The Federation of Washington Ports

The movement to establish a federation of Washington ports began in the
late 1990s and culminated in formation of an entity that functions in every
respect as an international trading company. The present Federation of
Washington Ports is a full-capacity network that has maintained individual
port authoritv while pooling its members’ bonding capacities and interna-
tional marketing capabilities.

In order to facilitate its marketing efforts and gather worldwide market
intelligence, the Federation and state government have set up offices around
the world—in Tokyo, Bangkok, Stuttgart, Moscow, and other trading centers.
Making full use of Washington’s state-of-the-art telecommunications svstem,
the network gathers timely intelligence on markets, technologies, and the
commercial requirements of foreign governments; it uses that information to
hone its competitive strategy in the ever-changing global marketplace. .
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VISION -

Balanced
Statewide
Economic
Growth

Targeting Development Processes

State government must play an expanded role in economic development,
the Board believes. In order to facilitate the innovation and institutional
reform examined earlier, state government must assume the roles of catalvst
and broker in order toassist private enterprise. The imperativeof government
is not to plan economic activity, but rather to promote the processes of
development: to assist existing businesses; to promote the creation of new
businesses; to promote the availability of capital; to promote development
and use of new technology; to promote the reorganization of enterprises in
order to transform local economies into winners in the game of global
comimerce.

The following “dateline” report articulates the Board's vision with respect
to thatrole.

Dateline: Spokane, Washington—May 1, 2008
| Northwest Biotech, Inc.

{

In 2007, Inc. Magazine's list of the nation’s 500 fastest-growing companies
included 35 firms based in Washington State. One of these was Northwest
Biotech of Spokane, which manufactures industrial enzvmes for export
throughout the world.

Five yearsago, Northwest Biotech was a mere dream toresearchers Joseph
Dorigo and Louise Trent, both of whom worked for the state’s largest biotech
firm at the time. In 2003, however, thev left their jobs, pooled their savings and
their dreams, and took a proposal to the Spokane Area Economic Develop-
mentCouncil(EDC). Thevneeded help in finding additional capital tofinance
the start-up of their new firm.

The EDC evaluated Dorigo’s and Trent’s business plan and its long-term
prospects, decided it was worthy, and found a local venture-capital firm that
was willing to provide 30 percent of the additional money needed. Their next
stop was the state Department of Trade and Economic Development, which
runsaventure-capital network. The network located fiveindividual investors
willing to put up 10 percent each, or half the needed amount.

Having found four-fifths of the additional money required to start the
enterprise, Dorigoand Trent visited Pacific Ventures, aninvestment firm that
handles state pension funds, and received a commitment for vet another 10
percent, The final 10-percent share came from a foreign source, a venture firm
inFukuoka, Japan.




i

The Spokane EDC thensteered Dorigo and Trenttothe Spokane Exchange,
which was converted to a small issues stock exchange from a commodities
exchange in 1993. Regional sale of Northwest Biotech stock to investors
generated the long-term investment capital needed to assure the new firm’s
enduring success. More help came from the Federation of Washington Ports,
which evaluated the marketability of Northwest Biotech’s product and en-
gaged its sophisticated marketing apparatus to sell it worldwide. The Federa-
tion also took care of the foreign licensing requirements.

The Board'svision: government does not plan ecortonic
activity, but rather promotes the processes of develop-
ment to transform local economies into winners in
global commerce. |

The Northwest Biotech story proves that good things come from good
ideas, but it also proves that good ideas need help to become realitv. Fortu-
nately for Dorigo and Trent, and for their many employees, that help is
available in Washington State.
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VISION

Building Local Capacity

The Board envisions a state government that is committed to building the
capacity of local communities in order to achieve local economic develop-
ment. This means cooperation and partnerships with local institutions: the
governments of counties, cities and towns; Chambers of Commerce; eco-
nomic development councils; ports: local businesspeople, educators, work-
ers and bankers.

Inaddition, twenty vears from now, an observer will note that local taxing
authorities have greatly assisted the economic renaissance that has swept the
state of Washington. '

The following “dateline” report examines a concrete example of how local
people, with help from statewide institutions, can take hold of their destiny
and transform thelr community.

Dateline: Goldendale, Washington—jJune 24, 2008

Small Town Renaissance

Goldendale, a small town in Klickitat Cdunty, is a good example of the
economic renaissance that has swept the communities of the Evergreen State.
Where people—particularly young people—once left to seek their economic
fortunes elsewhere, residents have been joined by many new arrivals.

Goldendale’s comeback began with a plan conceived and coordinated by
the kocal economic development council, a plan aimed at retaining existing
industry while diversifving the local economic base. The plannersenvisioned
their town as a center for tourism, senior retirement communities, and the
manufacture and export of new industrial materials.

State agencies helped with all aspects of the effort. The Employment
Security Department helped retrain the local workforce for new industries,
and the Department of Trade and Economic Development provided interna-
tional marketing information as well as analysis and export assistance. The
state university system provided technology research and new product
development services.

As the plan unfolded, the local aluminum manufacturer saw that its own
interests converged iith those of the rest of the community. In the past,
Goldendale’s resident aluminum plant, under contract with ore producers,
had converted ore concentrates to aluminum ingots for remanufacture else-
where. Inorder to mesh with the town’s overall economic development plan,




the company formed a subsidiary to make aluminum castings for the aero-
space industry. During the early 1990s, a new aluminum casting process—
similar in principle to the “lost wax” process used by sculptors—became the
basis of the new subsidiary casting company which, in turn, stimulated the
incubation of several specialtv machine shops that use computerized numeri-
cal controls (CNC) torefine the castings for markets in the aerospace industrv.

The Board's vision: state govermment assists in
building the capacity of local communities to achieve
local economic development.

The current phase of the economic development plan calls for vet another
manufacturing element in the cause to diversifv—a carbon fiber molding
plant. Having foreseen the day when new nonmetals would replace alumi-
numin aerospaceand otherapplications, thealurminum ¢ompany cooperated
in research and development aimed at establishing a local carbon fiber parts
producer.

Tourismand retiremnent facilities figured jointly into Goldendale’s plans to
diversify the economic base, so the town entered into a contract with the state
tourism division, which helped establish a program to bring older people on

ours of the area. The tour packages included visits to a new, self-contained
retirement community, which was part of the original diversification plan.
The state’s Department of Community Development helped local real estate
developers raise the capital to build the retirement community, which is a
model by any standard. The two-stage tourism effort has succeeded not only
in increasing tourism, but has also helped publicize Goldendale as a highlv-
desirable place to live, work, invest, and retire.

Goldendale’s economic renaissance continues, as it does in manv commu-
nities throughout Washington, fueled by the creative dreams and energjes of
local peaple, helped on its way by publicand private institutions statewide.
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VISION

Fostering Innovation and Entrepreneurship

Twentyv vears from now, according to the Board's vision, economicanalysts
will report that entrepreneurship is alive and well in Washington. The only
entrepreneurship that will flourish and succeed, however, will be the kind
that is both innovative and responsive to the realities of global markets and
competition. Traditionalindustries will adjust their approach to production,
marketing, and innovation, as revealed in the following “dateline” report.

Dateline: Yakima, Washington—July 7, 2008

Integrated Agriculture, Inc.

Integrated Agriculture, Inc. (IAl} is the brainchild of Peter Hernandez and
brothers George and John Alkins, all Yakima-area farmers. For vears, the
three had suffered the frustration of being unable to make good farming
decisions because of their reliance on others to process and market their
products. Having earlier considered and rejected the idea of forming a
cooperative, Hernandez and the Alkins brothers decided to establish a for-
profit corporation, Al an idea that appealed to the other area farmers who
bought stock in the enterprise.

The company’s kev element is its marketing department. The three
founders knew that thev needed the best availabie marketing information in
order to make good decisions on crop-planting. Thev also knew that success
depends on quick response to market demands for new or ditferent agricul-
tural products. Getting usable market information requires the kind of ciose
contact with buvers that only a marketing company can establish. But control
over processing the raw product is also vital in order to take ad vantage of fast-
breakingopeningsin thedomesticmarketand in the Pacific Rim. Hence, [Alis
truly “integrated.” It grows farm produce, processes it, and markets the
value-added products.

Rapid response to introduction of new products and processes was
essential to 1Al's long-term success. The company worked closely with a
council comprising experts from the state Department of Agriculture and
from Washington State University’s International Marketing Program for
Agricultural Commodities and Trade (IMPACT)} on commercialization of
research and development activities. Because the company’s management
has stressed new products, its investor-farmers now exercise a high degree of
crop differentiation, and the company prospers by continuously adjusting its
processing operation to turn out products needed by fast-breaking, short-
lived markets.




Traditional crop cycles often leave processing facilities idle for extended
periods. Inorder to keepits plants running, JAl has encouraged local farmers
and its suppliers in Idaho, Montana, and Canada to grow the new “tempera-
ture-resistant” crops that biogenetic companies have developed. Harvest of
these crops can occur in time segments that allow 1AI's processing facilities to
operate for longer periods.

Early in its corporate history, IAI found that local farmers were either
unable or unwilling toinvestin the specialized machinerv needed to plantand
harvest the specialized crops demanded by the markets of the new global
economy. When experiments with shared machinerv failed, the company
boughtitsownequipment and setup a program that allows farmers to leaseit.
The program has succeeded, and local farmers now grow crops that thev
might have been reluctant to grow before, using machinery leased from JAL
Fabrication of this highly-specialized machinery has itself become a Jocal
industry.and, insome cases, IAl owns patentsjointly withlocal manufacturers.

The Board's vision: entrepreneurship is alive and
well in Washington. It is innovative and responsive to
the ever-changing demands of the global marketplace.

The strategv of IAl is to grow crops, process them into a wide arrav of
products, package them, and market them in the Pacific Rim and throughout
the United States. For more than a decade, IAl has proven that the agricultu-
ralistcan make intelligentand profitable farming decisions by participating in
the marketing process and in the value-added phase of the production chain.
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VISION

Living-
Wage
Jobs

Educating for Competency

The Board's vision for Washington includes an education svstem admired
worldwide for its high-qualitv curriculum, the innovativeness of its teachers,
and the caliber of its graduates. A glimpse into the future reveals that all
students, grades K through 12, receive instruction in the “core competencies”
needed to prepare them for citizenship and careers. Graduates enter the
workforce with a readiness to become the multiskilled and flexible workers
that Washington’s economyv must have in order to compete successtullv in the
global economy. Washington students will be unique, in fact, because of their
internationalized education and basic computer proficiency before gradu-
ation from high school. ' '

The following “dateline” report examines this aspect of the vision more
closely.

Dateline: Bellingham, Washington—July 9, 2008
Cascades Elementary School

“School was never like this!” exclaimed a visiting parent of one of the 435
children at Bellingham’s Cascades Elementary School. And she was right, of
course. The learning environment here is nothing like the environment in
elementary schools a generation ago.

At Cascades Elementarv, children learn the “core competencies” from the
very beginning, starting ith basicliteracy and numeracv—reading, writing,
and computing, in other words. The goalis to develop those intellectual skills
needed to be lifelong learners, since anvone who stops learning becomes
inflexibleandincapable of adapting tothechanging demandsof todav’s ultra-
competitive world. From the first day of classes at Cascades Elementary, the
emphasis is on rigorous thinking and reasoning, analysis and svnthesis,
calculating and measuring.

As the education process continues, students receive a thorough ground-
ing in the values and institutions of the society and economy. They learn
“citizenship skills.” And ves, even here in elementary school they embark on
courses in basic science and technology, as well as the arts and humanities. As
in every other school in Washington State, each student has his or her own

- personal computer, and within a short period of time he or she knows how to
- useit.

The curriculum includes instruction about good work habits, tearmwork,
and personal responsibilitv. Studentslearn cooperative probiem-solving and
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self-reliance, how to challengeassumptions and take risks. They learn how to
be dependable and resilient, how to persevere in seeking solutions. Embed-
ded in the curriculum is the goal of imparting the attitudes for productive
work in this age, along with a desire to become a highly-skilled and flexible
member of the workforce.

The Board's vision: all graduates of Washington’s
schools enter the workforce with the preparation to
become the multiskilled and flexible workers needed to
compete in the global economy,.

Instruction here is individualized. The svstemn measures progress not by
issuing “grades,” but through periodic testing for the core competencies.
Students learn at their own speed via a range of teaching methods-—lectures,
discussions, and self-study using individualized computer programs. Natu-
rally, the school boasts telecommunications links to instructional data bases
throughout the world.

Visitors often remark about the extent to which the curriculum is interna-
tionalized. The students learn about foreign cultures through the study of the
history, culture, geography, politics, and economics of other countries. The
-tudents at Cascades Elementary focus on the Pacific Rim. All begin study of a
second language during the first vear, and a large percenta gechoose Chinese,
Japanese, or Korean, planning to participate in an exchange program that
Washington's high schools maintain with secondary schools throughout East
Asia.

Atday’s end, the Cascades Elementarv School falls quiet, but not for long.
Evening classes in adult literacv soon get under way, as do the lifelong
learning classes. The building is actually in use ail day long and vear-round,
for neighborhood preschool sessions, summer academics, and a host of
specialty courses.

That's life at Cascades Elementary School in Bellingham, Washington.
And you're absolutely right, Mom: School was never like this!
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VISION

Training and Retraining for
Lifelong Learning

The Board envisions greatlv expanded training and retraining programs to
impart the skills and knowledge that workers need in the ever-changing
global economy. The programs would receive financial support from state
government and from employers and employées. Legislation would em-
power the state Emplovment Security Department to authorize use of unem-
plovment benefits to pay for training, if the job for which the participant is
training meets the following test: Itisajobinanindustry that the Department
expects will increase emplovment during the following five vears.

The following “dateline” report explores this aspect of the vision more
fully.

Dateline: Walla Walla, Washington—Sept. 4, 2008
The Weston Family

For the Weston family, the state’s job training and retraining programs are
not mere abstractions, not mere vehicles to subsistence survival; thev are hope
and the promise of fulfillment, a ¢hance to prosper in these ever-changing
times.

Ann Weston is a full-time computer design specialist, and is presently the
onlv one of the three-member family who is emploved. The two other
members—husband Paul and son Mike—are participating in training and
refraining programs.

Paul Weston worked 13 vearsfor anagricuituralimplement manufacturer.
Last vear, the company introduced new technology into its production proc-
ess, making Paul's job unnecessary. Fortunately, he had invested in an
individual training account (ITA) while employed, so his termination was not
a disaster—he had money to help pay for training in a new career. His former
emplover had also contributed to a fund that helps pay for retraining
displaced workers, earning statetax credits in the process, so Paul wasnotout
in the cold. Todayv, he is hard at work in the retraining program, locking
forward to graduation and a new job.

After graduating from high school, Mike Weston held different jobs, none
of which seemed verv promising to him. Today, he attends the local
community college and participates in a training program that is a joint

venture of industry and education. The program uses local support money, -

community college instructors, and equipment contributed by companies in
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the industry for which the students are training. Since state government has
srojected a 10 percent increase in that industrv’s workforce over the next year,
Mike expects to land a job with one of the program'’s contributing companies
after graduation. This particular training program, like manv others beforeit,
malerialized after the Employment Securitv Department issued the data it
had collected on employers’ present and future needs.

The Board's vision: greatly expanded training and
retraining programs exist throughout Washington to
impart the skills and knowledge that workers need in
the ever-changing global economy.

Mike survives on his unemplovment benefits and supports his young
daughter from a former marriage with child-care assistance. His parents
provide a roof and meals for him and his daughter while he is busy with his
trainihg. Allthings considered, the futurelooks bright for the Westons, thanks
to their own foresight and the vision of the educators, industrialists, and state
government officiais who joined forces to meet the need for training and
retraining. For the Westons, that vision means more than mere survival. It
means the prospect of prosperitv and a fulfilling life as productive citizens of

enew economy.
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VISION

Developing with Equity

Throughout the narratives and visionary examples presented thus far, the
term innovation has occurred repeatedly. If Washington State is to have an
econormic renaissance over the next 20 years, as the Board believes possible,
innovation will be chief among the forces that drive that renaissance.

The fruits of innovation will be especiallv apparent in those urban areas
that were previously designated “low income.” Aswill happen inrural areas
of the state, revitalization will occur as a function of building local capacity, of
channeling the energies of local people toward expanding their economic
activities.

The following “dateline” report looks ahead 20 vears to the experience of
one company that innovated its way to success, both for itself and the local
community in which it resides.

Dateline: Tacoma, Washington—December 15, 2008
Transport Staff Leasing Company

Transport Staff Leasing Company has become amajor nationwide “lessor”
of transport workers, mostly to the trucking industry. Lorma Kingston and
Albert Terry hatched the idea for the company back in the late 1980s after a
large Puget Sound truck builder formed a truck-leasing subsidiary. Offering
savings in maintenance, taxes, and other associated costs, the builder of over-
the-road Class 7 and Class 8 trucks successfullv marketed its leasing plan to
companies throughout the nation.

Kingston and Terry reasoned that the same principle would work for a
business that provided qualified over-the-road drivers, and formed TSL as a
minoritv business enterprise under section 8a of the Small Business Act. They
approached the managers of the new truck-leasing subsidiary and persuaded
them that a leasing plan to provide drivers made as much sense as one that
provided trucks. The truck-leasing executives agreed to include TSL's
marketing materials with their own company’s, thus offering prospective
clients a complete leasing package that included both trucks and drivers.

Having put this hurdle behind them, Kingston and Terry undertook to
solve an even bigger problem—obtaining qualified people with competitive
salaries and benefit packages. They consulted with state government and the
local vocational technical center to devise a public-private training program.
The truck-leasing company furnished previouslv-owned trucks, and training
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soon got under wav. Before long, TSL boasted a steadv supply of qualified
drivers who were available for assignment to leasing clients.

The Board's vision: revitalization will occur as a
function of building local capacity, of channeling the
energies of local people toward expanding their eco-
nomic activities.

Over the years, the US. Department of Transportation tightened its

regulations concerning the maximum amount of time truck drivers can spend
on the road during anv one period. Trucking companies throughout the
nation felt the impact of the reduced maximums and became prospective
lessees of TSL's drivers. Moreover, TSL's abilitv to provide drivers at many
locations nationwide has proven to be a major competitive advantage that has
served the company well.

-’I;le Board believes that its vision is possible to achieve. [t can onlv
become reality, however, if Washingtonians have the political svill to make it

happen.

What follows are the Board’s recommendations, which, if implemented-

over the next two decades, can provide the tools and the capacitv to make the
vision a reality throughout Washington State.
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“The most sensible kind of economic
strategy is like using a compass to
point direction rather than
“wandering aimlessly over uncharted
territory or, at the other extreme,
following a detailed map that is well
out of date.”

Committee for Economic Development
Leadership for
Dynamic State Economies (1986)




(

The
Trading

- State

ety




.44

PLAN OFACTION

he era of mass production, stable markets, and slow-moving tech{

nology has slipped into America’s past, along with unchallenged

domination of the world economy. To survive and prosper amid

today’s feverish competition and rapidly evolving markets, America should
heed the crood sense that Robert Reich offers in Tales of @ Newe Anierica:

In this integrated world economy, Americans must live by their wits. lr

thev hope tocommand a premium wage, their labor must generate more

value. Thev must produce goods that continuously embody new

innovations that workers in less complex and more distant economic

svstems cannot easilv or quicktv match.

The Washington State Economic Development Board has taken thisadvice
to hieart in devising a strategy for Washington State. And, in accordanceivith
the legislature’s charge, the Board has fashioned a plan consistent with the
preservation of Washington's environment and quality of life. Most Wash-
ington residents, after all, live in the state by choice. Thev place immeasurable
value on the physical beautv of the Pacific Northwest and the cultural’
amenities of Washington's communities. These values define Washing-
tonians and give meaning to the spirit of thetr society and region.

In its search for cures to economic ills, the Board has not fargotten the
fundamental reasons why people choose to live and work in Washington.
Neither has the Board forgotten that economic development is a means to an
end, to a higher quality of life, and not an end unto itself. Degradation of the
environment is not onlv inconsistent with pursuit of that goal, but also
contrary to the values of modern Washington. {

Fortunately, for the first ‘time since the dawn of the industrial age, the
requirements of a good business climate and a high quality of life are
increasinglv becoming the same. Economist David Birch savs that the suc-
cessful businesses of todav areshifting their focus from simply cutting costs to
improving the quality of their products. High-quality and highly-innovative
products demand better-educated and trained workforces. Higher-skilled
workforces, in turn, demand high-quality living environments.

What is now needed is a fresh understanding of Washington’s economic
imperative swithin the context of the global economy. Thatunderstanding can
lead to a recognition of converging interests, to new partnerships amongstate
and local governments, the public and private sectors, labor and manage-
ment, education and business. Understanding can lead to coordinated action
unhindered by past animosities and mistrust.

The people of Washington must put aside old controversies—east versus
west, urban versus rural—over economic themes. Washingtonians must
form a consensus in support of an aggressive response to the challenge facing
them and must move bevond partisan politics to a common search for
economic solutions. Washingtonians must cooperate and collaborate witl
one another if they hope to regain their economic strength. Otherwise, the
children of today will be the first generation to enter adulthood with a
standard of living lower than their parents’. The actions of the present will
determine whether our children can realisticaily hope to attain, much less
surpass, that standard. (
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In the new global economy, the advantage for developed countries lies in
the production of productsand processes that are high qualitv, highly innova-
tive, and constantly changing. Butproducts and processesrelv on people, the
mostimportantelement ofany economy. Itis people—more so than money or
machines—-that drive economic growth. Todav’s market environment de-
mands a workforce that is highlv educated and multiskilled, one that is
flexible and adaptable to rapidly changing needs and technology.

The state must close the gap between present-dav job skills and thoseskills
needed to compete and prosper in the new global economv. Wide-ranging
and comprehensive changes must occurin education, training, and retraining
in order to produce a work force that can be measured by world standards.

Long-Term Goal for Washington State

Tocreateaworkforce that will give Washington Statea competitiveedge in
the new global economy.

Develop a Highly-Educated, Multiskilled, and
Flexible Workforce

The Board recommends instituting a core competencies curriculum for
grades K-12. This curriculum should impart the new knowledge, high-level
skills, and cooperative attitudes that competition in the global economy
requires. '

Core competencies should include, but not be limited to, the foliowing:

* Basic literacy and numeracy needed by all citizens—that is, the
abilities to read, write, and compute;

*  Critical intellectual skills required for lifelong learning—to think
and reason, to analvze and svnthesize, to calculate and measure;

* Communication skills—oral, written, and listening—necessary
for the transmission of knowledge;

* Basic citizenship knowledge, together with understanding of
our soclety’s values, institutions, and econon;

¢ Basicknowledge of the sciences and modern technological proc-

esses;
*  Proficiency with calculators and computers prior to graduation
from high school;
* Anappreciation of the arts and humanities and their central role
insociety;

* . Basic attitudes needed in a highly-competitive workplace—
good work habits, an appreciation of teamwork and personal re-
sponsibility, cooperative problem-solving and self-reliance; knowl-
edge of how to resolve conflicts and challenge assumptions;
knowledge of how to takerisks, be resilient, and to persevereina
constant search for solutions.

Maintain and
Enhance the

Quality of
Life

Recommendation

NOILLDV 10 NV1d




46

PLAN OFACTION

In addition, the curriculum should include participation by all studentsin -

community projects, beginning in the early grades.

The Board recommends individualizing the K-12 curriculum in public
schools to allow students to learn at their own speeds. Toaccomplish this, the
Board recommends using a varietv of teaching methods, including lectures,
discussions, and self-studyv through the use of individualized computer
programs. 7

The Board recommends that students be evaluated bv comprehensive
periodic testing, and that students be graduated from high school only after
thev have passed tests for achievement of the core competencies.

The Board recommends providing a personal computer for every teacher
and studentin grades K-12. The Board also recommends creating telecommu-
nications capabilities to link individual schools to computerized education
programs and data bases worldwide.

The Board recommends internationalizing the public school curriculum in
grades K-12 to inciude mandatorv studyv of foreign cultures and their history,
geography, politics, and economies. Everv student should be required to
learna language other than his or her native tongue and to achieve proficiency
in reading, writing, and speaking that language before graduation from high
school.

The Board recommends immediate increased attention to and funding for
international education and language training at the university and college

p=
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level to enhance the state’s abilitv to be competitive in the new global

economy.

The Board recommends instituting a core
competencies curriculum for grades K-12 that imparts
the new knowledge, high-level skills, and cooperative
attitudes that competition in the global economy
requires.

The Board recommends creating a committee of curriculum advisors
comprised of educators and emplovers to oversee establishment of the K-12
core competenciescurriculum. The committee should ensure that the curricu-
tum accurately addresses marketplace changes and developments on a con-
tinuous basis.

The Board recommends increased training for teachers of grades K-12 to
improve not only their academic knowledge but also their familiaritv with
new teachingdiscoveries and methods, curriculumdesigns, educational tech-
nology, and methods to help train teachers to assist parents in helping their
children to learn.




The Board recommends raising the starting pav of teaching professionals
A grades K-12 to match the salary levels of private industry. The Board
believes that this measure will attract and retain high-qualitv teachers in the
profession.

The Board recommends basing the salaries of all K-12 teachers and
administratorson performance criteria to ensure that schools turn outstudents
who are competent citizens and who can function effectively in the new
economy.

The Board recommends expanding publiclv-supported preschool pro-
grams for disadvantaged children to ensure that all students arrive at grade
school similarly prepared to learn.

The Board recommends internationalizing the
public school curriculum in grades K-12 to include
mandatory study of foreign cultures and their history,
geography, politics, and economies. Every student
should be required to learn a language.

The Board recommends increasing parental involvement while expand-
& the range of experimentation and diversitv in Washington’s schools bv

instituting a system allowing parents to send their children to the public

school of their choice. :

The Board recommends expanding the role of community colleges and
vocationai-technical schools in training and retraining the present and future
workforce. The focus of that role should be in areas on the cutting-edge of
economic development—international trade, entrepreneurship, office and
production technologies, health care, and tourism, among others.

The Board recommends implementing uniform statewide vocational-
counseling guidelines in the state’s education and training systems. More-
over, the Board believes that the education and training svstems need more
counseling resources, as do local employment security offices.

TheBoard recommendsestablishing strong partnershipagreementsbetween

the public and private sectors to maintain communication and cooperation
amongemployers, trainers, educators, and workers. The partnershipsshould
ensure that education and training match emplover demands and needs.
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PLAN OF ACTION

The Board recommends funding retraining programs in Washington State
that will provide an incentive to encourage workers to avail themselves of
training and encourage emplovers to participate. Viewed from both the short-
term and long-term perspectives, the plans could have the following features.

Short-term plans could include:

» The offset of a portion of the current emplover unemplovment
tax for providing assistance with retraining and reemplovment.

* Anarrangement in which education and industry share equip-
ment, space, and instructors for retraining programs.

+  Astate general fund appropriation to support the plans.

Long-term plans could include:

+ Worker contributions through pavroll deductions.

+  Modification of income-maintenance programs to expand train-
ing options and emplovment opportunities.

» Tax credits and other incentives to encourage investment bv

emplovers in continuing education, training, and child care.

Modification of the education funding process to allow more

flexibilitv.

The Board believes that state government should focus attention on the
needs of the current workforce to avoid dislocation and, until such time as
sufficient funding is available, give priority in its targeting of training re-
sources to disadvantaged urban and distressed rural populations to facilitate
their full participation in the labor force. Such training programs should be

congruent with the Family Independence Program and provide necessary

support services.

The Board recommends that the state take a leadership role in helping
individuals, emplovers, and both public and private providers find solutions
to the problems of day-care for children. Safe, affordable, and available day
care has become a major issue for workers in this age, owing to sweeping
changes in demographics and economic conditions that call for working
mothers and two-income families. Solutions should include tax measures to
offset dav care costs for parents and emplovers. Government should mini-
mizeregulatory and licensing requirements for dav-care centers, maintaining
onlv those rules that are necessarv to ensure a safe, healthy, and nurturing at-
mosphere for children. Policv should strive to support the survival of inde-
pendent, private child care providers.

The Board recommends that Washington’s business, education,and politi-
cal leadership take steps to achieve appropriate levels of workplace literacy
and numeracy in-the workforce with a commitment to the elimination of
illiteracv in the state by the vear 2008.

i
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Higher Education

The new global economy imposes new roles for universities in eco-
nomic development. Intense foreign competition and focus on global
markets requires knowledge of the world and other cultures and lan-
guages. Rapid technological change requires increased research and the
commercialization of research and development. Rapidlv changing
skills require lifelong learning opportunities for the state’s workforce.

In its first report, Washington's Challenges and Opportunities in the
Global Economy (January 1987), the Board acknowledged the critical im-
portance of higher education to Washington’s economic competitive-
ness. Specifically, the Board recommended increased funding for uni-
versity and college instruction, equipment, and support services.

Since publication of our first report, the Higher Education Coordi-
nating Board has developed and published a comprehensive strategy
for improving higher education in Washington State. Citizens are di-
rected to the report, Building a Systein: The Washirngton State Master Plan
for Higher Education, for specific recommendations.

The Washington State Economic Development Board has, therefore,
limited its recommendations regarding higher education to increased
support for international education and language training at the univer-
sity and college level (see page 46) and to modifying the evaluation and
rewards system to allow and encourage greater faculty involvement in
technology commercialization and in economic and community devel-
opment (see page 60).
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Recommendation

Community Resources

State programs do much to promote economic development, but in the
final analysis, economic development is primarilv alocal phenomenon. What
matters in the long run are actions taken in cities and towns. Growth occurs
when local citizens are energized to pursue local goals, when hometown
business people, government officials, workers, educators, and bankers work
together to improve the economic life of their particular community. Al-
though state government must plav an important leadership role in program
development and assistance, its best contribution lies in helping and encour-
aging Washingtonians to think globally while acting focally.

In the final analysis, economic development is pri-
marily a local phenomenon. What matters in the long
i are actions taken in cities and towns among
business people, government officials, workers, ednca-
tors, and bankers. '

Such help is needed in new business formation, management systems,
capital formation, procurement of new technologies, and exporting. Local
economic development councils can coordinate these important endeavorsat -
the local level. In addition, the Board envisions a new and expanded role for
the state’s ports in funding local economic development councils.

Long-Term Goal for Washington State

Tocreate the processes and systems that can otfer coordinated and compre-
hensive economic development help to local businesses and entrepreneurs.

Build Local Capacity

The Board recommends centralizing the coordination of local economic
efforts in the local economic development councils. The Board also recom-
mends tivo measures to strengthen the local councils. For the short term, the
Board recommends increasing the maximum amount of matching grants for
each local council to $100,000 a vear for three vears with maximum locai
discretionary authority for the use of these funds. For the long term, the Board
recommends expanding the role of local ports in funding and participating in
local economic development councils. The taxing authoritv of local ports
should be increased, with the additional amount earmarked speciticallv for
the local economic development councils. {




The Board recommends that the Washington Public Ports Association
become a Federation of Washington Ports in order to provideasingle network
to market the services of all Washington's ports to the rest of the world and
assist Washington businesses to export. The Federation would also providea
pooled bonding capacity forappropriateinvestments. Though the Federation
would promote cooperation among ports, it would still allow each port
district to retain its sovereignty. .

The Board recommends that the Federation, in cooperation with state
government, establish trade offices where needed throughout the world and
maintain full-time trade representatives in Washington, D.C. and at the offices
of the General Agreement on Tariffs and Trade (GATT). The Federation and
state government should also take the lead in seeking cooperation and
participation from other Pacific Northwest states and Canadian provinces to
create a regional economic development and trade network.

The Board recommends increased decision-making authoritv for local
governments in deciding how to structure themselves and in deciding which
services their communities want and need. Local governments should have
authority to determine how to provide services and who should provide
them. The Board also believes that local governments should be able to
determine how to tax their citizens in order to furnish essential services and
promote economic growth.

‘Team Washington
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Recommendation

Natural Resources

In the new global economy, a quality environment is as much an econonuc
assetas an ecological necessitv. But the Board strongly believes that Washing-
ton’s phvsical environment is incalculablv valuable in its own right. The
present-dav problems of hazardous and toxic waste clearlv prove that eco-
nomic planning should err on the side of conservationand caution. if itis to err
atall.

Long-Term Goal for Washington State

To direct the wise and efficient use of Washington State’s natural resources
without endangering the physical environment.

= i = 1 1 H . i
“rotect the clorthitvest o

wirpnmaens

The Board recommends an annual studv and report on the quaiity of
Washington's air, water, and land resources. The report should assess the
state’s progress in mitigating the threats to all aspects of its natural environ-
ment and wildlife. '

The Board recommends development of a comprehensive land-use plan
for Washington, invoiving participation of federal, state, and local jurisdic- |
tions. The plan should provide guidelines that are reliable, predictable, and

Thepresent-dayproblemsof hazardousandtoxicoaste
clearly prove that economic planning should err on the
sideof conservationand caution, ifitis toerratall.

balanced, and should serve as a basis for intelligent decisions by government
and business on such issues as the preservation of community character and
cultural heritage. Theplan should alsoassist decision-makersinsetting policy
on the use of agricultural, forest, and recreational lands.

The Board recommends the development of a comprehensive forest
resource information plan, including the establishment of a task force to studv
long-term timber supply in all ownership classifications. The task force
should also carrv out an ongoing, comprehensive review of planned timber
harvest vields, with attention to the impact of timber supply requirements on
land-use planning as well as the projected effects on future environmental
impact statements. The task force should report to the people of IWashington
State on the costs—both to the public sector and the private sector—of
regulation and planning,.




H

The Board recommends formation of a statewide mediation service tohelp
resolvedisputes over natural resources and developmentin a timelv way. Use
of the service should be voluntarv. The Board recommends aggressive
marketing of the service as a means to avoid and resolve disputes that could

.otherwise prove long and costly.

The Board recommends development of a management plan for hazard-
ous and toxic wastes. The plan should identify specific strategies for waste
recluction efforts, recycling treatment, incineration, and disposal. The plan
should also set forth strategies for expanding present efforts to complete local
and statewide hazardous and toxic waste planning, in order to ensure an
integrated management approach; for funding programs aimed ateducating
labor and management on the proper handling of hazardous and toxic
substances, including transportation, storage, and disposal; for supporting
programs of technology-transfer and research into alternative technologies to
minimize and reduce such wastes; for support of hazardous and toxic waste
planning; for support of programs to serve small generators (including home
generators); and for establishing a Regional Hazardous and Toxic Waste
Management Advisory Council.

Tourism

The Board recognizes that tourism is among the fastest-growing
industries in the nation and the world. Several forecasters have predicted
that tourism will be the world’s leading industry by the year 2000.
Visitors spend nearly $4 billion annually in Washington and provide em-
ployment to nearly 90,000 citizens. Washington’s tourism industry
comprises more than 13,000 businesses, or 12 percent of ail the state’s
businesses. Annual state tax revenue from travel and tourism is more
than $170 million.

The Board recommends that the state create a more comprehensive
and aggressive program to develop the travel and tourism industry. The
publicand private sectors have already invested heavily in facilities and
transportationservices that complement Washington’s outstanding natu-
ral attractions. Needed now aremarketing programs, supported by both
the private and public sectors, to increase awareness and stimulate
interestin Washington as a travel destination. Further development will
require more facilities, attractions, and services, as well as a more aggres-
sive marketing program.

The state mustrecognize that competition for tourism dollars is global
innature. Tocompete, the state mustidentify its unique market niches, It
needs an aggressive program to market its travel and tourism assets.
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Develop a
More
Competitive
Business
Climate

Recommendation

Capital Structure

Small, new, and innovative businesses often have trouble obtaining the
financing thev need to bring their ideas to market. Equity and debt financing
are too often unavailable. In many cases, financing cannot be obtained at a
competitive cost, over the time period it is needed, or in the form it is needed.

Long-Term Goal for Washington State
e fnancine vebi i the Zeapitabapmet o

promote innovative products and processes in Washington State’s economv.

Investin Innovation

The Board recommends that the state create a Washington Development
Finance Authoritv (WDFA) capable of emploving modern sophisticated
financing mechanisms to facilitate access to capital markets by businessesand

- communities. The Board does not recommend putting the state in the banking

business. Instead, it recommends using the state’s leverage tocreate financing
mechanisms with the private sector.

The WDFA should facilitate capital information for business. emplov-

ment, and community interests through financings that donot allow recourse
to the credit of the State of Washington. The WDFA should be restricted to
financial practices that benefit Washington businesses and communities not
otherwise served by the private sector. Furthermore, WDFA should be
restricted to financial practices in which access to capital markets could be en-
hanced by such state agency capabilities.

The WDFA should design and conduct studies of capital access programs
and design and administer specific finance programs. The WDFA should
have authorization to sell debt securities to carry out its capital access and
financial programs. The WDFA should be authorized to enter into loan
agreements with financial institutions, businesses, private parties, and local
governmental jurisdictions that participate in its financial programs. The
WDFA should be empowered to enter into contracts necessaryv to perform
financial transactions including lines of credit, insurance policies, guarantees,
and leases. :

The WDFA should beauthorized toaccept grantsand to obtain theservices
of advisors and consultants necessary to conduct its business. The WDFA
should be. empowered to contract with the federal government and its
agencies for the purpose of obtaining federal guaranteés for financial pro-
grams. The WDFA should alsobe empoiwered to operate federallv-supported
financial programs, such as the Small Business Authority’s (SBA) 7(A) loan
program through whichlong-termloans to qualifying businesses are partiallv
purchased bv the SBA. '




The WDFA should investigate the feasibilitv of creating a small issues
regional stock exchange to provide equitv markets for regional entrepreneurs
and investors. _ :

Finally, the WDFA should continually examine development. finance
programs in other states and nations to recommend changes to Washington's
constitutional imitation on lending of credit.

The Board recommends development of a cash-back incentive program
for entrepreneurs who create a specified number of jobs over a specified time
period in an area that qualifies for the official designation of economicallv-
distressed. The primary requirement should be the creation of long-term,
living-wage jobs.

The Board recommends creation of business and industrial development
corporations {BIDCOs) to provide capital to small and medium-sized compa-
nies in the form of equity investment or loans. The BIDCOs should be
capitalized from private sources, and tax incentives should be available to
participating financial institutions.

The Board recommends investing more state pension funds in qualified
businesses that generate jobs and meet the criteria set by the State Investment
Board. Small ventures could be pooled to meet the State Investment Board's
minimum threshold.

The Board does not recommend puttin ¢ the state in
the banking business. Instead, it recommends using
the state’s leverage to create financing mechanisms
with the private sector.

The Board recommends creating a program that recruits domestic and
foreign investment for joint ventures located in Washington. This program
should emphasize ventures that buitd new plants and equipment, modernize
existing plants, and provide technological improvements. Special effort
should be made to atiract investment in value-added, resource-based indus-
tries, particularly in economically-distressed areas.
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Tax Structure

The current tax structure, which has remained basicallv unchanged
since 1933, is unbalanced, unfair, and inhibits economic development.
Washington's tax structure inhibits new business investment by existing
firms and investment by out-of-state firms. The purpose of the tax svstem
should be to ensure adequate public revenues for efficient public infrastruc-
ture and services. Washington's tax system should be a neutral factor in
business investment decisions and somewhere near the middle in compari-
son with other states’ taxes.

The current tax structure, which has remained

basically unchanged since 1935, 1s unbalanced, unfair,
and inhibits economic development.

The Board has developed the following set of principles and objectives
to guide tax policy:

Make the tax system more competitive with the sysiems of
other states. The Business and Occupations Tax (B&O) and the
state’s high sales tax (30 percent of general fund revenue) put
Washington out of the mainstream.

Eliminate primary disincentives to economic development.
The B&O tax and the sales tax on manufacturing plants, con-
struction, equipment, labor, and research and developmentare
disincentives to business investment.

Minimize business tax exemptions, deferrals, and credits. To
offset Washington’s out-of-balance tax system, the legislature
has created tax credits for new business development and job
creation. The effectiveness of tax credits. exemptions, and
deferrals is doubtful and is unfair, because credits given to one
business must be made up elsewhere. A better basic tax svstem
will minimize the need for “gimmicks” and constant tinkering
with taxes.

Establish a single tax svstem for business. There are now 11
different arbitrarv B&O tax rates. All businesses should pay a
minimum tax, because all benefit from public services and in-
frastructure whether or not they are profitable.

Establish a tax svstem that is stable and predictable over the
business cvcle. The B&O tax, which all businesses pay whether
or not thev make a profit, makes Washington's tax svstem
stable, but the over-dependency on the general sales tax makes
it vulnerable.




» Taxes paid by businesses and individuals should be fair. B&O
tax rates are arbitrary and inequitable, and the general sales tax
is a negative influence on business investment, The sales tax
alsomakes Washington’s tax svstem one of the most regressive
in the U.S., because low-income families pay a higher portion
of their income than middle- and high-income families.

» Taxes should grow with the economy and personal income. A
good business climate now depends upon high-quality educa-
tion and training programs, public transportation, and public
services. The tax system must provide adequate revenues for
increased demands on these and other public programs as the
economy grows.

Long-Term Goal for Washington State

To create a tax structure that is more mainstream, more balanced, and
more competitive with other states—a tax structure that has been reformed
to promote greater business investment, more economic diversity and sta-
bility, and fairness to businesses and families.

Reform the Tax Structure for Competitiveness

The Board recommends eliminating the sales tax on plant, equipment,
and labor for manufacturers and research and development firms and
abolishing the Business and Occupations Tax.

The Board recommends adopting a business profits tax, which includes
aminimum tax level in recognition that all businesses benefit from govern-
ment services and infrastructure. Business taxation should bear a relation
to ability to pay and should be uniform in application with minimum ex-
emptions, deferrals, and credits.

The Board recommends creating a balanced tax system by broadening
and stabilizing the tax base and by reducing the sales tax rate and instituting
a flat-rate income tax. The present sales tax burden should be lowered to
produce approximately 20-30 percent of state general fund revenue. A flat-

rate personal income tax should be enacted at a rate sufficient to produce”

approximately 20-30 percent of general fund revenue when combined with
businesstaxes. Property, user, and excise taxes should make upthebalance.

Recommendation
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Recommendation

Regulatory Structure

Just as businesses and firms must becorne more flexible and adaptable to
the imperatives of the new global economy, so too must the public sector.
While regulations are necessary for the safety, health, and welfare of our
people, our communities, and our natural resources, the wayv theyv are de-
signed and the manner in which they are implemented is critical to business
climate and competitiveness.*

Long-Term Goal for Washington State

To minimize the cost and burden of the regulatory process for Washing-
ton businesses and to assist in making them more competitive in the new
global economy.

Reshape the Regulatory Environment

The Board recommends developing specific meansas well asan ongoing
forum for the design and implementation of state and local regulations in
consultation with affected parties. Such approaches should emphasize the
values of timely response, predictable outcomes, and direct input by those
affected by the decisions. "

Just as businesses and firms must become more
flexible and adaptable to the imperatives of the new
global economy, so too must the public sector.

The Board recommends the aggressive continuation of the process of
streamlining business licensing begun by the present state administration.

The Board recommends establishing mandatory time limits for the
resolution of regulatory disputes and the periodic sunsetting of regulations
to ensure the elimination of unnecessary and obsolete regulations.

* Of the many atternpts to minimize the cost and burden of Washington’s regulatory labyrinth.
one of the most successful examptes of public-private cooperation to streamline the develop-
ment permmitting process is the Seattle-King County model. While not complete, it moves in the
right direction.




Technological Infrastructure

Research and development are critical to achieving competitiveness in
~ thenew global economy. Today, technology is creating new products, new
processes, new materials, and new lifeforms that together are changing the
basic nature of economic production throughoutthe world. The continuous
creation and cornmercialization of new technology is critical for success,
whether it is applied to new, high-technology businesses or mature re-
source-based industries.*

The continuous creation and commercialization of
new technology is critical for success, whether it is
applied to new, high-technology businesses or matire
resource-based industries.

Long-Term Goal for Washington State

To ensure effective delivery mechanisms that create and commercialize
technology and new product ideas and transfer them to Washington
susinesses and entrepreneurs. :

Commercialize Research and Development

The Board recommends expanding efforts to assist technologv develop-
ment in its early stages and to help the movement of innovative ideas from
thelaboratory to the workplace. The publicand private sectorsshould work
together to expand the availability of seed capital. Similarly, a more ready
supply of business-development monev is essential to firms that are in the
early stages of business life, in order to define products, identify potential
markets, and obtain other commitments of capital.

The Board recommends coordinating and strengthening technology-
licensing organizations, not only to ensure that they are realizing their full
potential but also to speed and encourage placement of licensed technolo-
gies with firms in Washington State.

* The Board has relied primarily upon the City of Seattle/University of Washington Economic
Development Task Force’s report, A Proposal for Hie Establistunent of the Evergreen Feclmology
Pragram (September 1988), for its recommendations in this area.

Create a New
Developmental
Infrastructure_

Recommendation
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The Board recommends creating strategies to meet the need for large-
scale facilities and specialized equipment for developing and using ad-
vanced technology. The Board further recommends that these strategies
feature a sharing arrangement among the new and existing businesses
which would use the facilities and equipment.

The Board recommends establishing a Center for Entrepreneurial Stud-
tes. In addition to its mission of increasing the number and improving the
qualitv of entrepreneurs in Washington, the Center should complete an
inventorv of entrepreneurial training presently available in schools and
colleges throughout the state. It shouid also devise a pian to enhance and
expand existing programs. _

The Board recommends developing an information svstem for use by the
technology-transfer community through which entrepreneurs, businesses,
research institutions, and state agencies can share technology and data.

The Board recommends modifying the evaluation and rewards system
in Washington’s colleges and universities, particularly in the research
institutions, to allow and encourage greater faculty involvement in technol-
ogy commercialization and in economic and community development.




Information Infrastructure

'Whoever is quickest to bring new ideas, products, and processes to the
marketplace gains the advantage in today’s environment of intense competi-
tion. Market information is of paramount importance in offering the right
new productat theright moment. While many of Washington's large compa-
nies possess sophisticated market information systems, this is not true of the
state’ssmalland medium-sized firms, which must haveaccess to this informa-
tion to export and remain competitive.

Long-Term Goal for Washington State

To develop a worldwide market information and analysis network that
gives Washington producersup-to-the-minute commercialand technological
information needed to be competitive both in product and process.

Link Washington State with the World

The Board recommends developing a worldwide market information and
analysis network to be used by Washington producers of goods and services.
The network should give special emphasis to serving value-added, resource-

based businesses. lt should also strengthen links among public agencies,

universities, and industry-oriented organizations in an effort to improve
coordination and prevent duplication.

The Board recommends setting up a formal process to develop and
promote all Washington products, giving special emphasis to value-added,
resource-based industries. Product development should include an assess-
ment of market potential and the product research needed by businesses to
become competitive in international markets.

-~ Whoever 1s quickest to bring new ideas, products,
and processes to the marketplace gains the advantage
in today’s environment of intense competition.

The Board recommends an ongoing survey and analysis of Washington's
telecommunications capacity to identifv ways to strengthen the state’s eco-
nomicdevelopmentnetwork. Tostimulate local entrepreneurship, thesurvev
should endeavor to investigate new business opportunities for new tele-
communication technology and services.

Recommendation

NOILOV A0 NV'1d




v

PLAN OF ACTION

Recommendation

Physical Infrastructure

Linderpinning all businessand commerce is physical infrastructure—roads,
bridges, ports, airports, railroads, and energy svstems. Expeditious move-
ment of goods and people requires continuous financing to build and main-
tain that infrastructure. A society that grows both in numbers and activity
needs additional capacity, but it must also use existing capacity wisely and
efficiently. Henceforth, ail transportation planning should be integrated with
economic development planning,.

Long-Term Goal for Washington State

To maintain the continuous development of Washington's ports, and to
ensure that the state’s transportation, telecommunications, and energy net-
works will accommodate growth into the next century.

Maintain and Improve the Basics

The Board recommends authorizing publiclv-funded capital investments
in Washington’s port facilities to maintain their primarv role in supporting
commerce and economic development in the Northwest, ;

The Board recommends a study to determine the long-term international
competitiveness and best use of each Washington port in order to maximize
long-term value and capacity utilization.

The Board recommends studying the feasibilitv of developing additional
regional airports to handle passengers and freight in order to reduce pressure
on airports in the Puget Sound area.

The Board recommends ensuring adequate revenue and local taxing
authority to preserve the existing statewide transportation svstem.

The Board recommends dedicating funds to enable state and local officials
to respond rapidly to unforeseen infrastructure needs of new or relocating
enterprises, particularly in economicaily-distressed areas. Provisions should
be included for biennial replenishment of funds as thev are expended.

The Board recommends developing comprehensive mass transit svstems
in the state’s metropolitan areas, including, but not limited to, light rail,
commuter trains (onexisting tracks), lanes for high-occupancy vehicles, park-
and-ride lots, flextime, and telecommunications alternatives to commuting,.
The Board wishes to emphasize that adoption of this recornmendation must
bebased upon a clear certaintv of the public’s willingness to pay forand to use
new additions to mass transit systems.

The Board recommends that the state provide funding for the public
preservation of abandoned railroad right-of-wavs for future use as transpor-
tation, energy, or pipeline corridors.




TheBoard recommends developing alternativeenergy strategies to ensure
long-term energy supplies at the lowest possible cost. These strategies should
acldress potential changes in the status of the Bonneville Power Administra-
tion as well as possible changes in the climate and environment that may
impact energy production and costs.

A society y that grows both in numbers and activity
needs additional capacity, but it must also use existing
Lapnczt vy wisely and efficiently.

TheBoard recommends that the Washington congressional delegation, the
governor, and the state legislature, in conjunction with the private sector,
commit todeveloping astrategy that designates the Tri-Cities area as an inter-
national center for energy research and hazardous and toxic waste disposal
technologv.

The Board recommends adoptmg the Northwest Power Planning Coun-
cil's Model Conservation Standards for new home construction.
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Implement
the
Strategy

Recommendation

The Council for the Future

In the fast-changing global economy, it is precarious to predict what indus-
tries or specific businesses will be winners or losers over the next twodecades.
The new world economy requires that we constantly think strategicallv—i.e..
challenge assumptions in the light of new information and new economic
realities. '

The implementation of the long-term economic development strategy re-
quires the continuous leadership and support of the governor, the economic
development cabinet, the legislature, the local economic development coun-
cils, the ports, and the entire private sector, including labor and business.

In addition, there is a need for an independent oversight board to keep the
vision of the strategy alive and to keep the public and private sectors tocused
on the long-term horizon.

Long-Term Goal for Washington State

To create an independent council to oversee the implementation of the
long-term economic development strategy.

Create an Independent Council fo Oversee Strategy

The Board recommends creating a seven-member Council for the Future
comprised of men and women who have served Washington State with dis-
tinction and whohave demonstrated wisdom in day-to-dayv experiencein the
public or private sector.

The Board recommends that Council members be appointed by the
governor and confirmed by the Washington State Senate. Council members
shall serve initial six-vear terms. Each member mav be appointed for one
subsequent six-vear term.

The Board recommends funding the Council with a bienmiallegislativeap-
propriation that is adequate for accomplishment of the following tasks: over-
seeing implementation of the strategy; investigating innovative economic
development strategies throughout the world; and ensuring participation bv
Washington's citizens. The Council should have authority to solicit and
accept private contributions to pav for additional projects as it deems neces-
sarv but must have adequate public funding to ensure its independence.

The Board recommends that the Council hold community meetings to
ensure continued public participation and to help build local econemic devel-
opment capacity, a kev factor in successful implementation of the long-term
strategy.

The Board recommends that the Council be required to submit an annual
report to the governor, the legislature, and the citizens of Washington State.
The report should describe the preceding vear’s progress in implementation
of the long-term strategyv.




“The Territory of Washington, though
the one most remote from the center of the
Union, is destined to assume i a few yearsa
prominence second to none on the Pacific. ...
Uniting the best opportunities foran immense
commerce, extensive manufacturesand great
agricultural industry, nothing is needed for
a rapid growth of the Territory but people

and capital.”
Henry Howe
The Grent West (1855)

public sectors, Washington has come a long way toward achiev-

ing Henry Howe's dream of a centurv ago. If we can now see
furtherinto the future witha clear understanding of the challenges before us, it
is because, to paraphrase Newton, we are able to stand on the shoulders of
giants.

There are still many giants among us. As we've traveled throughout
Washington in the course of our work, we have held many public meetings.
We'veheard the hopes, dreams, and problems of citizens and their aspirations
for themselves, their families, their communities, and the state’s future.
Evervwhere we’ve found individuals, businesses, and community organiza-
tions rising to the challenges of the new epoch.

While government atall levelscan domuch to help create an environment
that allows individuals to flourish, to create, and to take new initiatives, we
cannot simply legislate our way to a successtul future. Ultimately, it is up to
each of us to form the new partnerships and to develop the new thinking that
will bring us success.

This age of the world requires that we redesign our lives, our careers, our
cormnmunities, our laws, and our institutions for constant change and renewal,
flexibility, adaptability, risk-taking, and bold new initiatives. Ourstandard of
living, quality of life, and the freedoms and liberties upon which these depend

D ue toa history of bold and visionary leadership in the private and

are at stake.
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APPENDIX

Summary of
Recommendations

1. Develop a Highly-Educated, Multiskilled, and Flexible
Workforce

Institute a core competencies curriculum in grades K-12.
Individualize the public school curriculum in grades K-12.
Change the evaluation of student progress.
Provide a personal computer for every teacher and student in grades
K-12.
Create a serviceable telecommunications system in schools.
Internationalize the public school curriculum in grades K-12.
Increase funding forinternational educationand language trainingat
the unversity and college level.
Create a committee of curriculum advisors for grades K-12.
Improve training for teachers of grades K-12.
Raise the starting pay of teaching professionals.
Base teachers’and administrators’ salaries on performance.
Expand publicly-supported preschool programs.
Institute a svstern of public school choice.
. Expand the role of community colleges and voc-techs.
——~+ Implement uniform vocational counseling.
-_/_,!7 Match training and retraining to emplover needs.

___— Fundretraining programs.
Provide child care.

) Provide workplace literacv.

2. Build Local Capacity
Centralize coordination of local development efforts.

¥ Increase the amount of matching grants for local economic develop-
ment councils.

Expand the role of ports in funding local economic development
councils.

Create a Federation of Washington Ports. b’ﬂ'\}'/

Establish worldwide trading offices.

Increase local government decision-making authority.

3. Protectthe Northwest Environment
Issue an annual state-of-the-environment report.
Create a comprehensive land-use plan.
Develop comprehensive forest resource information.
Institute a service to mediate development disputes.
Develop a hazardous and toxic waste management plan.
Create a more comprehensive program to develop tourism.

4. InvestinInnovation
Createa Washington Development Finance Authoritv.
Createa cash-back incentive program to create jobs.
Create businessand industrial development corporations.
Invest more state pension funds in Washington businesses,
Recruit domestic and foreign investment.




5.
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Reform the Tax Structure for Competitiveness

Eliminate the sales tax on plant and equipment owned bv manufac-
turers and research and development firms.

Abolish the business and occupations tax.

Adopt a business profits tax.

Create a balanced state tax system.

Reducethe sales tax rate.

Institute a flat-rate income tax.

Reshape the Regulatory Environment

Design and implement a new process for regulation.

Streamline business licensing.

Establish mandatorv time limits for resolving regulatory disputes.
Provide “sunsets” for regulations.

Commercialize Research and Development

Expand efforts to assist early stage research and development.

Coordinate and strengthen technology-licensing organizations.

Allow new and existing businesses to share research and deveiop-
ment facilities and equipment.

Establish a Center for Entrepreneurial Studies.

Establish a technologv-transfer information system.

Modify universitv evaluation and rewards systemn.

Link Washington State with the World

Develop worldwide market information and analysis.
Formalize a process of product development and promotion.
Strengthen telecommunications capacity.

Maintain and Improve Basic Infrastructure

Authorize revenue for ports investment.

Assesslong-term international competitiveness and best useof ports.

Develop more regional airports.

Ensure adequate revenues for the transportation system.

Dedicate infrastructure funds for development.

Develop urban mass transit systems.

Ensure long-term energy supplies at the lowest possible cost.

Develop an international center for energy research and hazardous
waste disposal technology in the Tri-Cities. -

Adopt standards for new home construction.

Create an Independent Council to Oversee Strategy

Fund the council appropriately.
Require the council to hold community meetings.
Require the council to submit an annual report.
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