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INNOVATION
AT WORK

Washington state has it all: a wide range of
industries, a skilled workforce, and economic
incentives that help nurture business mavericks.
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Whun Lewis and Clarigarnivedin
~ Washington 200 years ago, they
created (he state'’s first business
- plan, chronicling the =vergreens,
‘mountains, flatlands, and water
warﬁthdrwldidlli’npﬂwwrssh
ECONC Iml.l_nhﬂthe
pwing tv g BUt times
inge. In r 'cent?llﬂ,, Washing-
IDW has identified more
wi pplenearing, adwenturous
spirit of Lewis and Clark’s journey
itself. Tops in the creation of new
companies, the state has con
ceived not only new-economy gi-
ants like Microsoft (which has its
own Explorer), Amazon.com, Star-
bucks, and Costco, but also suc-
cessful businesses of all sizes in
biotechnology, food processing,
distribution, and more.
Washington's diverse natural
surroundings still play a part in
business, but today you're |ust as
likely to hear about an Orchard-Rite
wind machine (which heats apple
orchards) being shipped overseas
as you are a crate of Red Delicious
apples. The great outdoors—and
Washingtonians' respect for it—is
a flourishing economic-develop-
ment tool. “It's a great place from
a quality-of-life standpoint,” says
Targeted Genetics president and

Agric uhurr_ and food processing are
11.lp1f."5 of Washington's economy

CEO H. Stewart Parker. “That's im
partant to people who work hard
and want to play hard, too."

Focus on Economic Development
Washington placed No. 5 in the
Mational Policy Research Council's
recent “Amarica’s Best Cities and
States” rankings, No. 4 in technol-
ogy, No. 3 in economic dynamism,
and No. 1 in government. It's no
surprise, given Governor Gary
Locke's focus on economic devel-
opment. During his two terms in of
fice, Locke has worked with public
and private groups to make doing
business in Washington faster and
more effective, whether by champi-
oning a “digital government” or

%1 billion in general tax cuts in a
state where residents don't pay a
gtate income tax. Washington also
imposes no inventory or unitary
taxes, and it offers breaks for man-
ufacturing and semiconductor op-
erations, among others.

A Seattle native, Gov. Locke will
leave a diverse economy when he
steps down in January—thanks in
part to the Competitive Council he
established, which in January 2002
presentad 99 recommendations for
improving business, including $5
billion in transportation improve-
ments. “Businessas have (o ba
able to move their products and
goods as well as their employees,”
Locke says.

Washington boasts a great quality of life—and
a business climate focused on incentives that
help companies succeed.

organizing a growth-management
plan that won an innovation award
frormn Harvard University's John F.
Kennedy School of Government.
Gov. Locke also cut more than
%1.5 billion in taxes and premi-
ums, reformed unemployment
insurance and workars' compean-
sation, and signed more than
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Landing the Boeing 7E7

Boeing, which has always been
synonymous with Washington,
selected the state in December
2003 as home to the final assem-
bly of its Boeing 7E7 Dreamliner
after an extensive review process.
To land the jet, the state created a
team called Action Washington,




Economic Development

“recognizing that wherever the
TE7 went, future Boeing business
might follow,” says Robin Pollard,
manager for the governor's 7E7
project coordination team.

Action Washington produced a
comprehensive, creative package
that included sales-tax exemptions
for computers, business and occu-
pation credits, a state-of-the-art
workforce-development program,
and improvements at the port of
Everett. “if Boeing had decided to
build in another state,” says Gov.
Locke, “in 10 to 15 years, we be-
lieve the rest of the company would
have moved. Betwean Boeing and
its suppliers, plus the businesses
that depend on them, we would
have lost more than 150,000 jobs.”

But the announcement ce-
mented Washington’s global posi-
tion as a prime aerospace loca-
tion. Everatt, the city north of
Seattle where Boeing has long
constructed wide-body jets, will be
the final assembly site. Moses
Lake is also likely to see somea
business. The town of 16,000 is

The state’s biotech and biomedical
industry 15 growing 10% a year

home to half a dozen aerospace
companies, thanks to the largest
civilian runway in the weastern L.5.
{13,500 feet), 24-hour U.S. cus-
toms, a highly advanced fiber-op-
tic network, low electric powaer
rates, and reasonable price tags
far large parcels of industrial land,
says Kim Foster, corporate coun-
sel for Aerospace Port Interna-
tional Group. Companies and their
employees love Moses Lake's
highs (quality of life} and lows
(cost of housing).

Stoking the Biotech Engine
Washington's biotechnology and
biomedical industry, with 200 or 50
companies, is growing nearly 10%
a year. In February, Gov. Locke got
the biotech engines revving when
ha visited the converted used-car
dealership in Seattle where Tar-
geted Genetics now conducts re-
search on cystic fibrosis, rheuma-
toid arthritis, and an HIV/AIDS
vaccine. While there, he signed a
bill that extended the industry’s
R&D incentives.
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Western Washington is espe-
cially good for biotech because
of the opportunity for intellectual
collaboration. The Fred Hutchin-
son Cancer Research Center re-
cently expanded its presence in
South Lake Union in downtown
Seattle, a neighborhood undergo-
ing a multiuse renaissance led by
Mavyor Greg Nickels and Paul
Allen's Vulcan real estate venture.
It's the new home of biotech and
rasearch in the west—which in-
cludes the University of Washing-
ton, whose $333 million in re-
search grants and contracts make
it No. 1 among public univarsitias.

In the east, Spokane, with the
largest hospital system between
Seattle and Minneapaolis, is also
big on medicine. “The growing
focus around higher-education re-
search and medical tech and the
convergence with broad-based
computer companias are going to
drive Spokane’s economy in the
next five to 10 years,” says Jon
Eliassen, president and CEQ of
the Spokane Area Economic De-
velopment Council.

In the central plains city of Rich-
land, almost 4,000 people—includ-
ing about 750 Ph.Ds—work at Pa-
cific Northwast Mational Laboratory
(PMNML), one of 17 labs operated for
the Department of Energy. Its HP
Linux-based supercomputer is the
ninth fastest anywhere, a major
draw for researchers worldwide. To
market its array of resources, PNNL
is encouraging an R&D campus on
land where alfalfa now grows.

Value-Added Industries

Although the lab isn't into alfalfa for
profit, agriculture is a big reason for
economic expansion in the fast-
growing Tri-Cities region. Besides
the federal presence at PNNL, the
Hanford nuclear site, and Hammer
{where homaealand-security officers
are trainad), value-added food in-
dustries such as vegetable process-
ing are on the rise.

Last year food and other sectors
added 2,000 jobs to this community
of 208,000. Ferguson Enterprises,
which opened a 340,000-square-
foot warehouse and distribution
facility in Richland, is one of seven



national retail chains to locate in
Washington since 2002. Other dis-
tribution facilities are operated by
Dollar Tree Stores, Home Depot,
Safeway, Target, Vanity Fair, and
Wal-Mart.

Winemaking, which generates
$2.4 billion of business a year, Is
espacially hot in this southeaastern
section of the state. More than 80
buyers from 21 countries from
China to Latvia attended the Co-
lumbia River Wina Expo in May.
Washington, the fifth largest state
in terms of exports, boasts 18
ports, including 12 deep-sea ports
that are closer to Asia Pacific mar-
kets than California’s by one or
two days; a major international
airport; and a well-maintained
highway infrastructure {traveled
by thousands of trucks made by
Paccar in Bellevue, No. 250 on the
FORTUNE 500).

Vancouver understands the im-
portance of good transportation.
After building the |-205 Jackson
Bridge across the Columbia River,
this city of 152,000 became a true
partner in Metropolitan Port-
land/Vancouver. "Now we're rec-
ognized as a major force in the
state,” says Steve Burdick, the
city's economic-development di-
rector. So far this year eight com-

panies have committed to relocat-

ing to Vancouver, bringing $53
million and 526 jobs.

A big plus for Washington ex-
ports is the fact that the state is

PACCAR ..

ince 1905, PACCAR Inc has
been a technology leader in
delivering transportation

shaped the industry.

Gearmatic nameplates.

solutions to its customers, Today, PACCAR consistently sets the highest
standards for technical innovation, product quality, customer service,
and shareholder value in the industry. From the first factory-installed
diesel engines to today's modern, asrodynamic trucks, PACCAR has

PACCAR is a global technology leader in the design, manufacture,
and customer support of high-gquality light-, medium-, and heavy-duty
trucks under the Kenworth, Peterbilt, DAF, and Foden nameplates. The
company also provides financial services and distributes truck parts
related to its principal business. In addition, the Bellevue, Washington-
based company manufactures winches under the Braden, Carco, and

ington State.
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Boeing Company, the world's leading aerospace company, was
founded in Seattle in 1916. Today, with more than 52,000 employ-
ees in the Puget Sound region, it is the largest private employer

and high-tech firm in the Evergreen State. Four of Boeing's major oper-
ating groups —Commercial Airplanes, Connexion by Boeing®', Boeing

Capital Corporation, and Shared Services Group —are headquartered in
the region. Enlinnhﬂhmunitlluuhulnhnuhdﬂﬂmﬂvm
Phantom Works, and Boeing Ventures oy :

also have major operations in Wash-

Baewng designs future al 0
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equidistant from Europe and Asia,
which is heavily represented in
the top 10 for Washington exports.
Gov. Locke, the first Chinese-
American governor in U.5. history,
has championad state products
throughout the world. As a result
of the work of his trade missions,
Washington sent its first-ever ship-
ments of fresh potatoas to Maxico
and South Korea last year.

Hooked on Nature and Tourism
Washington pride starts with di-
varsity. The state 15 homae to glass-
maker Dale Chihuly, a wide-rang-
ing indie music business, a new
high-tech Remn Koolhaus library in
Seattle, and a bridge designed by
Mava Lin for the Lewis and Clark
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bicentennial celebrations, to name
only a faw.

The state also prides itself on
values, whether in business, the
community, or a combination of
both. Starbucks, for example,
which was founded in Seattle’s Pike
Place Market in 1971, recognizes
that profitability and being a re-
sponsible corporate citizen are
essential to the success of its cof-
feehouses worldwide. Starbucks,
MNo. 425 on the FORTUNE 500,
champions business practices such
as improving social and economic
conditions and helping to ensure
sustainability for coffee farmers.

When all is said and done, Wash-
ington remains hooked on nature—
all 40,000 miles of rivers, 100 state
parks, and 520 miles of coastline of
it. Many businesses have happy
employees because of the great
outdoors. With a renewed focus on
incentives to help companies suc-
ceed, a diverse quality of life that is
hard to match, and a competitive
knack for getting top-dollar industry
bids, Washington is now open for
even more new adventures.

—Heidi Emst
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Washington State OHfice of Eco

nomic Development: cted. wa.gov

Boeing: boeing.com
PALCCAH: paccar.cam

starbucks: starbucks.com



