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Select Monitor Competitiveness Projects around the World
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Common Challenges Facing the 50 States

e Develop human talent

e Boost innovation

e Make all clusters “high-tech” clusters

e Address the decline of manufacturing
e Support service-oriented clusters

e Differentiate from the competition

e Understand your international position

e Choose to compete
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Agenda

e Context for the Benchmarking Profiles

e Common Economic Challenges

e Education Benchmarking
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Prosperity, Productivity, and Innovation

Prespernity.

Productivity

(Competitiveness)

Innovation

CAS-COD-Prez-Date-CTL

A high and rising standard of living is the proper
objective of economic development efforts

For wages and profits to grow, workers and their
firms must create more value year after year

They must boost productivity, or competitiveness

Productivity will not grow if firms keep making the
same goods and services through the same
methods and processes

They must do something new and better

They must innovate
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Building Advantage through Cluster-based Economic Development
Example Cluster: California Wine Cluster

A cluster is a group of interconnected companies and related associations located in the
same place, and engaged in a similar line of business

Grapestock

State Government Agencies
(e.g., Select Committee on Wine
Production and Economy)

Winemaking
Equipment

Barrels

Fertilizer,
Pesticides,
Herbicides

Bottles

Equipment Wi .
ineries /
;| Growers /1, Processin -ehes
Irrigation Vineyards =SS g - =
Technology Facilities Public Re ations
and Advertising
Specialized

(e.g., Wine Spectator,

|
:
|
| Publications
|
i Trade Journal)

California
Agricultural
Cluster

Educational, Research, and Trade Tourism Cluster

Organizations (e.g., Wine Institute,
UC Davis, Culinary Institutes)

Food Cluster

Source:  California Wine Institute, Internet Search, California State Legislature. Based on Research
by MBA 1997 Students R. Alexander, R. Arney, N. Black, E. Frost, and A. Shivananda
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Traded clusters—clusters that trade their products and services outside their region—drive

regional innovation and prosperity levels

Traded Clusters

21.6%

Share of Employment

Average Wage $48/ 148
Annual Wage Growth, 2,00/
1999 to 2004
fPatents per 10,000 23.0
( Workers* '
—

Number of Industries

Note: 2004 data, except patent data which is 2003 data

Natural Resource
Local Clusters
Clusters

72.0% 0.4%
$32,767 $46,518
4.7% 8.2%
 os 33
e _4; o

Source: Monitor Cluster Mapping Project; *Institute for Strategy and Competitiveness, Harvard Business School
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Agenda

e Context for the Benchmarking Profiles

e Common Economic Challenges

e Education Benchmarking
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Common Challenges: Develop Talent and Boost Innovation

Massachusetts Example

Economic Performance

“Job Creation?

N

e Employment grew yearly at 0.64% between 1996 to 2006,
compared to the US average of 1.22%

Unemployment?!

e Unemployment rate in August 2006 was 4.90% equal to the
\\US rate

Average Wages

e Average wage (private employees) was $50,419 in 2005,
contrasted to the US average of $40,499

e Growth of average wages (private employees) was 4.42%
from 1997 to 2005, measured against the US rate of 3.79%

Merchandise Exports?

e Merchandise exports per worker was $7,915, against the US
average of $8,099, in 2005

e Growth rate per worker for merchandise exports was 4.84%
from 1999 to 2005, while the US rate per worker was 4.07%

Gross State Product?

e In 2005, GSP per worker was $117,962, compared to the US
average of $111,078 per worker

e From 1997 to 2005, the annual growth per worker was
4.65%, while the US rate was 4.21%

\ |

|

Patents*

average of 7.40 in 2005
—

Innovation Output

e Patents per 10,000 workers of 11.86 was 160.35% of t

\
e US

Patent Growth*

e Growth rate per worker for patents was 1.58% from 1996 to
2005, while the US growth rate per worker was 0.73%

Establishment Formation?

e Number of total establishments grew at 2.49% per year from
1997 to 2005, vs. the US growth of 1.93% per year

e Number of private establishments grew at 2.54% per year
from 1997 to 2005 vs. the US grovvth of 1. 95% pery year

Venture Capital Investments®

2

¢ VC funding was $84.54 per worker in 2005/06, contrasted to
the US average of $17.91 per worker /

° VC funding increased at 6.96% in Massachusetts as
compared to growth of 3.58% in the US from 1997/98 to
2005/06

Fast Growth Firms®”*

e Massachusetts had 5.60% of the Inc. 500 fast growing
companies in 2006, more than their share of 2.52% of US
private establishments

* US private establishment numbers have been estimated based on CAGR growth from 1997-2005
Source: (1) Bureau of Labor Statistics; (2) http://tse.export.gov; (3) Bureau of Economic Analysis; (4) USPTO; (5) PwC Money Tree; (6) Inc. Magazine
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Common Challenge: Make all Clusters “High-Tech”
Arizona Example

Hospitality and Tourism 85,905
Business Senices 68,133

Financial Senices 55,651

Aircraft, Aerospace, and Defense ] 28,395

Education and Knowledge Creation 20,618
Air Transport 19,278
Oil and Gas 18,003
Information Technology Products 17,718

~11% of traded
employment

Communication Services 17,048
Land/Water Transport & Logistics 16,505

Heaw Construction Senices 16,342
Entertainment Production & Senices 13,785
Plastics 12,789
Processed Metal Manufacturing 12,048
Analytical Instruments [ 19,583
Printing 8,955
Furniture 8,301
Automotive 7,553

Construction Materials and Fixtures 7,075
Forest Products 6,204

0 25,000 50,000 75,000 100,000

Source: Monitor Cluster Mapping Dataset; 2004 data, most recent data available from the US Department of Commerce.

CAS-COD-Prez-Date-CTL 10 Copyright © 2006 Monitor Company Group, L.P. — Confidential — XXX



Confidential

Address the Decline of Manufacturing

Common Challenge

Pennsylvania Example
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Source: Monitor Cluster Mapping Dataset; 2004 data, most recent data available from the US Department of Commerce.
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Key Challenge: Support Service-oriented Clusters
Tennessee Example

$90,000 -~
Oil & Gas
Medical Devices $29,848
$50,716
Communication Services
$44,685 i
Animal Farming lrﬁ?ﬁjﬁgﬂs
$60,000 - $32,804
Entertainment Production $29,853
& Services Heavy Construction P d Metal
waaes y rocessed Meta
9 $41,442 Services Manufacturing
$37,700 $30,615
$30,000 - Financial Services Business
$59,924 Services Printing  Land/Water Transport &
$39,069 $35,551 Logistics
$32,605
$0 -
0 Employment 268,416

Note: Clusters with suppressed payroll data corresponding to 65% of cluster employment or more are not included in the chart above.
Source: Monitor Cluster Mapping Dataset; 2004 data, most recent data available from US Department of Commerce.
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Key Challenge: Support Service-oriented Clusters
Tennessee Example
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Note: Clusters with suppressed payroll data corresponding to 65% of cluster employment or more are not included in the chart above.
Source: Monitor Cluster Mapping Dataset; 2004 data, most recent data available from US Department of Commerce.
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Key Challenge: Differentiate from the Competition
North Carolina Example

2004 North Carolina’s National Employment Share and Employment Share Growth 1999-2004

6.00% Apparel f\alopharmaceutlcals
' (-17.64%, 6.33%) ) \— [(-7.25%, 6.25%) U Lighting & Electrical
Furniture Equipment
(-14.94%, 11.18%)
Textiles Perishable Processed Fo Forest Products Land/\Nater_Tr_ansport
(-16.53%, 18.24%) & Logistics
Agriculture CropsO Heavy Machinery
) Information Technology
Chemical Product Plastics Products
4.00% A tomotive Heavy Construction Services .
Construction ) _ Air
Materials & Fixture Education & Knowledge Creation Transport
Share of Motor Driven Products Processed Metal
National e ? ______ Non-Perishable 7 | Manufacturing
Employment North Carolina Processed)Foods
(%) Communications QOil & Gas,
has 2.94% of US  Equipment @ Office Supplies
2.00% 1 employment Medical Devices Q)
A Machine Tools
O. iPrinting & Components
Analytlcal FinanCial g Business
Instruments Services 5 Services
o f ; Primary Metal
Hospitality i Communication I?Dr:‘;edrhatl:ltri\cr)r:wegt Manufacturing
& Tourism ; Services .
; Services
000% T T T T ; T T T T
-50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%
Change in Share of National Employment
O =3,000 — 11,999 Employees O =12,000 — 24,999 Employees ‘ = 25,000 — 49,999 Employees = 50,000+ Employees

Note : Clusters with less than 3,000 in employment have been omitted
Source : Monitor Cluster Mapping Dataset; 2004 data, most recent data available from the US Department of Commerce
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Key Challenge: Differentiate from the Competition

North Carolina Example
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2004 North Carolina’s National Employment Share and Employment Share Growth 1999-2004

0ﬁarel

6.00%

Traditional
Strengths

Textiles

Bigpharmaceuticals

4.00% -

North Carolina
has 2.94% of US

Info Tech

Automotive

Processed Metal
anufacturing

Machine

employment Communications Heavy
Equipment  Medical Machinery 100IS
2.00% - Devices O e
Analytical @
nstruments Financial
Services !
000% T T T T ; T T T T

-50% -40% -30%

-20% -10% 0% 10% 20%

Change in Share of National Employment

30% 40% 50%

O =3,000 — 11,999 Employees Q = 12,000 — 24,999 Employees ‘ = 25,000 — 49,999 Employees ‘ = 50,000+ Employees

Note

: Clusters with less than 3,000 in employment have been omitted

Source : Monitor Cluster Mapping Dataset; 2004 data, most recent data available from the US Department of Commerce
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Key Challenge: Understand your International Position
New Jersey Example

3.00% Bioph tical ()
iopharmaceuticals AitTranspor

- 0, 0,
(-0.24%, 3.84%) (3.65%, 3.02%)

2.50% -
Medical Devices

2.00%

New Jersey
Share of Employment 1.64%

Share of
Employment  1.50%

rocessed Metal

9

0,
(%) anufacturing
Plastics !
1.00% - ' Education and Knowledge
Chemical Products | Creation
! (60.46%, 1.29%)
0.50% - i
i O Heavy Construction Services
0.00% : : : : i : : : :
-50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%
Change in Share of Employment
O =3,000 — 11,999 Employees O =12,000 — 24,999 Employees. = 25,000 — 49,999 Employees = 50,000+ Employees
Note : Clusters with less than 3,000 in employment have been omitted ‘
Source : Monitor Cluster Mapping Dataset; 2004 data, most recent data available from the US Department of Commerce National Position International
Position
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Agenda

e Context for the Benchmarking Profiles

e Common Economic Challenges

e Education Benchmarking
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Key Challenge: Choose to Compete
Quantity of Talent in the Pipeline: High School Graduation Rates

100%

95%
90%
85% -
80% A Ohio

Graéi:tztlion 75% —M/_/
70% A
65% -
60% -

55% A

50% T T T T T T T T T T
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
High School Class

11n 2005 governors of all 50 states signed the NGA Graduation Counts Compact and made a commitment to a common method for calculating each state’s high
school graduation rate. The NGA Center for Best Practices issued a publication “Implementing Graduation Counts: State Progress to Date” in August
2006, which includes the Compact Formula and is available at www.nga.org/center.

Note: Years shown reflect data for the class graduating that spring (e.g., class of 2002)

Source: National Center for Education Statistics
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Key Challenge: Choose to Compete
Quality of Talent in the Pipeline: NAEP Test Scores
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% of Students
Scoring At or
Above Basic*

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Bl Ohio
E US Average
O Highest Performing

74%

Math

81%

67%

7%

Science

P

83%

78%

Reading

NAEP 8" Grade Subject Test, 2004-2005

Note: Basic denotes “partial mastery of the knowledge and skills that are fundamental for proficient work in 8t grade. D.C. not included
Sources: National Center for Education Statistics, Nation’s Report Card, 2005
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