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Michigan’s Place in the Knowledge Economy
Olatunbosun Williams

In Spring 2000, Robert Sawyer, Chicago Regional
Director of the U. S. Department of Commerce,
Economic Development Administration, used this
space in Community News and Views to consider the
challengethat the digital divide presentsfor economic
development. In discussing the impact of new tech-
nologieson peoplein arapidly transforming economic
environment, Sawyer noted that “ one group has
computers and high-tech skillsand the other group has
few computers and low-tech skills.” During the
intervening yearsthisreality has become even more
evident, and it is apparent that whole communities, as
well asindividualsand families, are at risk of being
left behind by the new economy.

The challenges presented by the economic
transformation are of acute interest to economic
development planners and practitioners. Accessto
information and communicationstechnologies (ICT)
infrastructure, investment in ICT research, and the
skills of the workforce in the areas of new technolo-
gies have become important benchmarks by which a
community’s prospects for prosperity may be mea-
sured. With theincreasing contribution of high-tech
industry to the national economy, some states are
making significant contributionsto thelifestyles of
their citizens, while otherslag behind. Thereare
strong indicationsthat States not involved in growing
their ICT capabilitiesarelikely to beincreasingly
disadvantaged inrealizing their economic devel opment
potential.

The New Economy Index

A recent report by the Progressive Policy Institute
(PP1) identifies twenty-six indicators of the “New
Economy” and uses them to compare the fifty states
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Michigan’s Rankings, PPl New Economy Index*

Indicator Rank
Aggregated Knowledge Jobs 19
Information Technology Jobs 30
Employment in IT occupations in non-IT industries as a share of total jobs
Managerial, Professional & Tech Jobs 23
Managers, professionals, and technicians as a share of the total workforce
Workforce Education 23
A weighted measure of the educational attainment of the workforce
Education Level of the Manufacturing Workforce 7
A weighted measure of the educational attainment of the manufacturing workforce
Aggregated Globalization Score 8
Export Focus Of Manufacturing 11
Manufacturing export sales per manufacturing worker
Foreign Direct Investment 14
The percentage of each state's workforce employed by foreign companies
Aggregated Economic Dynamism Scores 40
“Gazelle” Jobs 35

Jobs in gazelle companies (companies with annual sales revenue that has grown
20 percent or more for four straight years) as a share of total employment

Job Churning 36
The total number of new start-ups and business failures as a share of all establishments
Initial Public Offerings 32

A weighted measure of the value and number of initial public stock offerings
of companies as a share of Gross State Product (GSP)

Aggregated Digital Economy Scores 23

Online Population 25
The percentage of adults with Internet access in each state

Commercial Internet Domain Names 29
The number of commercial Internet domain names (“.com”) per firm

Technology in Schools 36
A weighted measure of five factors measuring computer and internet use in schools

Digital Government 1
A measure of the utilization of digital technologies in state governments

Online Agriculture 26

A measure of the percentage of farmers with Internet access and who use
computers for business

Online Manufacturers 14
The percentage of manufacturing establishments with Internet access

Broadband Telecommunications 23
A measure of the use and deployment of broadband telecommunications infrastructure

Aggregated Innovation Capacity 24

High-Tech Jobs 36

Jobs in electronics manufacturing, software and computer-related services,
telecommunications, and biomedical as a share of total employment

Scientists and Engineers 29
Civilian scientists and engineers as a percentage of the workforce

Patents 20
The number of patents issued to companies or individuals per 1,000 workers

Industry Investment in R&D 10
Industry investment in research and development as a percentage of GSP

Venture Capital 34
Venture capital invested as a percentage of GSP

Overall 23

*Michigan’s ranking among the 50 States (1 being highest). The full
PPl report is available online at www.neweconomyindex.org.
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on their participation in the new economy. In PPI’s 2002 index, Michi- “KNOWLEDGE
gan ranks 23rd overall (see chart on page one). ECONOMY”

The New Economy Index is clearly auseful tool for reflecting upon RESOURCES
the relative recent fortunes of different states and regions. An impor- ON-LINE

tant question for plannersis the extent to which these indicators can
also act asaguide for making local community devel opment planning

decisions. Asisevident from the categoriesincluded in the Index, Communities Online (UK)
thriving in the New Economy requires attention to a variety of factors, http://www.co-democracy.org/
from globalization to patent generation. Theremainder of thisarticle tenpoints.htm
reviews Michigan'srelative rankingsin the New Economy indicators,
and suggests areas of emphasis for future planning and investment. Computer Systems Policy
National comparisons Project Readiness Guide

As shown in the summary chart of Michigan’s rankings in the New www.cspp.org/projects/readiness/
Economy Index for 2002, the State ranked 23rd of the fifty States.
Compared with other States, Michigan's overall rank improved consid- Cyber-State
erably from thefirst Index in 1999, when it was 34th (although PPI www.cyber-state.org
cautions that changes in methodology between the two reports means
that this change does not necessarily reflect change in economic Digital Communities 2003
conditionswithin a State). Michigan’s score for globalization —repre- Conference
senting foreign direct investment and manufacturing export sales—was www.digitalcommunities2003.org
eighth among the 50 states; in “digital government,” the State ranked
firstinthe nation. In most of the categories, however, Michigan fallsin Digital Economy 2000 Report
the “middle of the pack”: Michigan'srank isbetween 19th and 24th in www.esa.doc.gov/508/esal
three of the five aggregated scores, and between 20th and 35th in more DIGITALECONOMY2002.htm.
than half of theindividual indicators. Williams, continued on next page

Enterprise Development
/ \ Website on Knowledge
Economy

www.enterweb.org/know.htm

The Information Economy

sims.berkeley.edu/resources/
infoecon/index.html

Michigan Economic
Development Corporation

www.medc.michigan.org

Progressive Policy Institute
New Economy Index
Www.neweconomyindex.org

Smart Michigan
www.smartmichigan.org
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The complete New Economy Index may be
obtained from the Progressive Policy Institute,
onlineat http://www.ppi.org.

Comparisons to Great Lakes States

In addition to national rankings, it isimportant to
understand how Michigan comparesto its neighbor-
ing states. Although it is true that features of the
knowledge economy make economic competition
more global in scale, many economic devel opment
strategiesremain identified with competition within
theregion. In practical terms, for example, those
engaged in workforce recruitment and retention
efforts are often most concerned about Michigan's
attraction in comparison to neighboring states.

Of the six Great Lakes States, Michigan at
23rd ranksthird in the New Economy Index overall
rankings, behind Minnesotaand Illinois (see map
below), and ahead of Ohio, Indiana, and Wisconsin.
Michigan scored best in theregionin several
categories. digital government, manufacturing
workforce education, industry R& D investment,
and export focus of manufacturing (also in job
churning, but with arank of 36, which suggeststhe
entire region facessimilar conditionsin this cat-
egory). In high-technology jobs and technology in
schools, Michigan ranked lowest in the region.

Overall Rankings of Great Lakes States
New Economy Index 2002

13

40
23

Numbers indicate
rank among the 50 states

17 36 30

Source: PPl New
Economy Index, 2002

Three imperatives

Scholars of economic development have
suggested that several issues are critical for any
region seeking to be competitive in the knowledge
economy environment. These might be summed up
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asthreeimperatives: prepare ahighly skilled
workforce, provide infrastructure for emerging
technologies, and invest in cutting-edge research and
development.

It is imperative that Michigan pay
particular attention to workforce
development, technology
infrastructure, and research and
development if the State is to
succeed in the new knowledge
economy.

Workforce development

Scholars and planners agree that one necessary
ingredient for competing in theinformation ageisa
well prepared workforce. Jobs created in the
knowledge economy require greater levels of
education and skill than new jobs a generation ago.
Increasingly, acollege educationisthebasic training
for a decent job in the new economy.

Workforce development can be measured in
various ways. Inthe New Economy Index, the four
indicatorsin the Knowledge Jobs category represent
workforce development; Michigan ranks 20thin this
category. Asnoted previously, Michigan scoreswell
intheindividual indicator for level of education
among the manufacturing workforce (7th in the
nation), reflecting an automotive sector in which
new technology requiring greater education haslong
been utilized to enhance productivity.

In the general workforce education indicator,
however, Michigan ranks 23rd, suggesting room for
improvement. Michigan ranks even lower (36th) in
the Technol ogy in Schoolsindicator, which suggests
one areafor continued attention as communities
within the State work to improve their workforce
development outcomes.

Infrastructure

To take full advantage of its skilled workforce, a
state or metropolitan region must also havein place
sufficient information technology infrastructure.
Computer networking, high speed information
transfer, and access to the latest technological

Williams, continued on next page
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advances are essential not only to achieve greater
productivity today, but also to attract the business of
tomorrow. Modem access using telephone lines has
continued to prove inadequate for large firms whose
nature of work and services require exchanging
large amounts of data electronically. Futurelocation
choices of businesses and households, especially
thoseinvolving knowledgeworkers, will increasingly
depend on the availability of state-of-the-art net-
works that offer high-speed connections.

In to the 2002 Index, Michigan ranksfirstinto
digital government, but is23rd in the use and deploy-
ment of broadband technologies. The State has
begun several initiativesto improvetelecommunica-
tions infrastructure across the State. The Michigan
Economic Development Corporation’s(MEDC’s)
Smart Zones and Link Michigan programs seek to
attract business investment and support communities
build new infrastructure. The Michigan Legislature
al so established a Broadband Devel opment Author-
ity in 2002, intended to mohilize thefinancial capital
needed to expand the reach of broadband technol-
ogy across the State. The successful implementa-
tion of programs such as these may prove critical to
Michigan’sfuture.

Research and Development

The third investment that a state must not
overlook in order to remain competitiveisinre-
search and development, particularly ininnovative
technologies. Such investment tends to pay off by
positioning communitiesto create new opportunities
and to take advantage of opportunities presented by
technol ogies devel oped elsewhere.

In the 2002 New Economy Index Michigan
ranks 10th in Industry Investment in R&D, best in
the Great Lakes region. Interms of venture capital,
however, which is considered crucial for start-up
firmsin high-risk sectors, the State ranks 34th (see
tables above). If it isto effectively compete for
the innovative new firmsthat drive the knowledge
economy, Michigan must improveitsability to attract
venture capital.
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Great Lakes States Rankings,
Industry Research and
Development Investment

Michigan 10
Minnesota 14
Illinois 16
Ohio 22
Wisconsin 25
Indiana 34

Source: PPI New Economy Index, 2002

Great Lakes States Rankings,
Venture Capital

Minnesota 16
Illinois 18
Ohio 31
Wisconsin 32
Michigan 34
Indiana 36

Source: PPI New Economy Index, 2002

Conclusion

As a state with many cultural and natural
resource advantages, Michigan has the opportunity to
be ahighly successful knowledge economy state,
provided that the necessary infrastructureisin place.
Forecastersin economics and community economic
devel opment planning predict that dynamic communi-
tieswill reap benefitsin the new economy, and
communitiesthat can boast ahigh quality of lifewill
benefit greatly. Factorslike good roads, social and
recreational amenities, superior schools, quality
health care systems, and environmental quality will
attract these knowledge workers. Other jobs will
follow these workers, and communities that are
prepared will reap the benefits.

Olatunbosun Williams is a Program Assistant for the
Michigan State University Center for Urban Affairs,
Michigan Partner ship for Economic Devel opment
Partnership, Knowledge Economy Research Group. He
recently received his Master’s Degree in Urban Planning
and Urban Affairs from MSU.



Justice and the New Economy
by Faron Supanich-Goldner

The knowledge economy is having profound
impacts on our economic, social, and cultural
realities. These effects have not all been positive.
Many Americans are being left behind by rapid
economic transformation, and the resulting gulf
between prosperity and misery threatens to
permanently separate economic ‘winners' from
‘losers.” A growing tension between several of our
fundamental values putsin jeopardy the very ideals
upon which our nation isfounded.

The Promise and the Problem

The shift from anindustrial to aninformation
economy holds great promise for humanity. Through
new technology and increased productivity, some
hope that people will at last be liberated from the
undesirable, ‘ sweat of the brow’ work that is so
often required to satisfy material needs. We might, if
we utilize technol ogical advanceswisely, manageto
providealivelihood for all, without backbreaking
labor.

For many people, thisdream is nearly areality.
Workerswith highly sought-after skills secure
meaningful and satisfying employment providing a
higher standard of living than has ever been seen
before on our planet.

Yet for some, poverty remains the standard.

The growing aggregate wealth created by gainsin
productivity isnot evenly distributed. Of course there
have always been — and doubtless always will be —
rich and poor. But the distance between rich and
poor in the United Statesis disturbing, andis
growing. The most educated workers command
greater and greater salaries, while the least skilled
are left further behind.

Even many of those higher up the economic
ladder struggle to maintain satisfactory balance in the
new economy. Skilled workers often obtain very
high material standards of living at the expense of
enriching personal, family, and community lives. This
affects not only their private happiness, but has
cascading negative conseguences on the non-
economic spheres of publiclifeinwhichthey fail to
fully participate.
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The Conflict

Wein Americahave never fully realized in
practice the great ideal s that this nation is founded
upon. Now, the American dream is threatened yet
again. TheU. S. Constitution, in defining the
purpose of government, pointsto several
fundamental valuesthis nation standsfor: common
defense, domestic tranquility, justice, liberty, and ‘ the
general welfare’” Constitutional scholars may
disagree about what each of these terms meant to
the founders, but most Americans today will
continue to embrace these general concepts. The
problemisthat in practice, our liberty —in the form
of unchecked individualism —may be threatening our
domestic tranquility.

The information economy will not
necessarily improve our society....
Justice requires that we eradicate
desperate poverty before we
tolerate indecent luxury.

Justiceis alearned idea, and as such is not
absolute. Our experiences form our ideas, and the
more separated the economic winners and losers
become, the less we will agree on what is justice and
how to achieveit in our economic system.

Unless we find some way to restrain the forces
of hyper-competitive corporate capitalism that both
commands our economy and pervades our cultural,
political, and personal lives, wewill continuetolive
in unbalanced times. Our real challenge as an
economically divided nationisto create and maintain
a shared understanding of the fundamental ideals
necessary for creating atruly just economic policy.

Faron Supanich-Goldner, MSW, isa Community

Development Specialist at the Michigan Sate University

Center for Urban Affairs and Managing Editor of

Community News and Views. Heisalso a doctoral
student in Social Work at MSU.



Location Theory in the Knowledge Economy
Lindsay Joslin and Deanna Rivers Rozdilsky

There was a time when we could predict the
financial success of aregion based on a spatial
geographic formula. That is, depending upon water-
waysand fertile soil, railroad lines or highways,
infrastructure and building stock, we could determine
the readiness or capacity of alocation to accrue
wealth and attract burgeoning firms and clusters of
populations. With the dawn of the Information Age,
however, some say that this formula has been turned
onitshead. Today, thereisanew sort of gold rush,
so to speak, but in pursuit of amoreintangible type
of gold: knowledge. And knowledge is mined from
people, which makes things more complicated.

The geographic cal culations upon which location
theory is based were used in planning entire regions.
L ocation theory could help explain therise of Egypt
and thefall of Rome to the rise of automotive Detroit
and development of its bedroom community suburbs
like Dearborn and Livonia. Inthe history of the
United States, we have turned from frontiers to
plantations, from farmsto cities, fromfieldsto
factories. And, when the highways were built, we
turned from citiesto suburbs, brownfieldsto
greenfields, and manufacturing to service. Now, we
are witnessing the recalibration of the manufacturing
and service industries. We have a new superhigh-
way and it is not made for cars, it is made for ideas,
communication, and datatransfer. Informationis
moving through fiber optic and phonelineslike
parcels on the back of atruck driving at blinding
speed. By now, we've al heard the hype. Every-
thing ischanging. Reality isvirtual. The concept of
spaceitself ischanging. E-commerce and globaliza-
tion are rewiring the world. Our economy is now the
“knowledge economy.” But what does this mean for
the economic development of communities?

New factors in location selection

What is not considered in the calculus of classi-
cal location theory isthe knowledge contained within
alabor force. In classical location theory, resources
fixed in aplace drew industry and amore mobile,
liquid labor force, beit skilled or unskilled. Today,
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we may be seeing just the opposite taking place.
Innovative people are helping to createliquid
industries that follow them. Indeed, itisaparticular
sort of knowledge, possessed by educated or very
creative people, that has given wings to a new type
of worker —with companies, chambers of com-
merce and community planners scrambling to
compete for them. Where these very educated
people decide to settle may foretell tomorrow’s
thriving economic regions.

Dr. Kenneth Corey is a Professor of Geogra-
phy and Urban & Regional Planning and Senior
Research Advisor to the Vice President for Re-
search and Graduate Studies at Michigan State
University. Heisalso aleading member of ateam
of researchers exploring these issues in depth at
MSU’s Center for Urban Affairs, Community and
Economic Development Program. According to Dr.
Corey, we are in an erawhere, “non-tangible things
areincreasingly important, such asideas and
intellectual products and services. Thesethingsare
hard to measure and see. As we change our
economic theories, location theory changes.”

Dr. Corey emphasizes that location has always
been an important characteristic of the success of a
certain place. When we think of successful cities
and regions, we understand that there is a certain
something about them unlike anywhere else. They
have a historical context. When we think of the
information and communication technologies (ICT)
industries, we tend to think of the phenomena of
localeslike Seattle, Portland, and Silicon Valley, in
the same ways that “Wall Street” evokes the
financial industry or Hollywood embodiesthe
entertainment business. Naturally, industriestend to
cluster due to characteristics of place, and profes-
sions and services have clustered around certain
industries. For example, access and convenience
are amajor aspect of location. While transportation
arteries, docks, harbors and stockyards are impor-
tant to many industries, service industries have
tended to seek the convenience of proximity.



Innovation and ‘tacit knowledge’

Corey clarifiesthat this depends upon the nature
of information. He differentiates between codified
(easily transmitted in written form) and tacit (more
difficult to write down, best communicated verbally,
face-to-face) information. Some information
transfer that is more tacit will always require
proximity, due to the nature of the creative process
(asinadvertising), the sensitivity of privacy issues
(e.0., legal services), or the sharing of experimental
or ideas among scientists and the transformation of
these innovations into new products or services.
This is referred to as the concept of knowledge
spillover. According to Corey, tacit information (or
knowledge) activities need to cluster or be spatially
concentrated; codified information can be transmit-
ted over distances and therefore economic activities
that rely on codified information can be more
dispersed.

How we work with information is changing how
we conceptualize space and geography. In many
wayswe are more liberated and enjoy more mobility.
However, Corey points out that while basic informa-
tion may be easily transported, what he calls “nu-
anced information” may not be communicated well
viae-mail. Corey emphasizesthat, in theindustry
life cycle, the creative process — the formative stage
of innovation —iswhat may be most concentrated or
grounded and therefore requires spatial proximity,
while the later stages of production and service are
much more routinized and therefore able to be
mobile and dispersed spatialy.

The value of diversity

Many indices have been established to rate
metropolitan areas on their ability to attract technol-
ogy businesses. What has emerged is that quality of
life issues appear closely related to knowledge based
economic development. Cultural attractions such as
museums, concert and theatrical venues, universities
and colleges, restaurants and shopping all have taken
on anew rolein the contemporary location decision-
making processes.

In aJune 2001 Brookings Institution report
entitled, Technology and Tolerance: The Impor-
tance of Diversity to High-Tech Growth, Richard
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Floridaand Gary Gates found that successful high-
tech areas are also metropolitan areas of high
tolerance and diversity. The capacity for an areato
attract a cadre of technically skilled employeesis
crucial. Accordingtothisreport, highly skilled
professionals, “ have acritical influence onlocation
because they are scarce, highly mobile between
firms, and areinclined to put ahigh value on quality
of life factors.”

We are in an era when non-
tangible things are increasingly
important . . .. As we change our
economic theories, location
theory changes. - Ken Corey

Thetalent force of the knowledge economy is
attracted to places that nurture who they are and
that provide the things that inspire them. Certain
places can be understood as a sort of sanctuary for
the left of center, those who may have always
colored outside of thelines and can actually be paid
to “think outside of thebox.” Soitisnot surprising
that some of the reported indicators from research
point to places that welcome or accommodate a
diverse set of lifestyles. Researchers find that
correlated with high-tech successis asignificant gay
population, aconcentration of “bohemians” (artists,
writers, musicians, and actors), and alarge foreign-
born population.

Florida and Gates clarify these demographics.
“Our theory isthat a connection exists between a
metropolitan area’s level of tolerance for arange of
people, ethnic and social diversity, and successin
attracting talented people, including high-technology
workers...these places possess what we refer to as
low barriersto entry for human capital. Diverse,
inclusive communitiesthat welcome gays, immi-
grants, artists, and free-thinking ‘ bohemians' are
ideal for nurturing creativity and innovation, both
keys to success in the new economy.”

Other factors
In addition to diverse cities hosting the surviving
dot-comsand ICT industries, locationswith universi-

Joslin and Rozdilsky, continued on next page
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ties and hospitals are natural clusters for research and
development. Amenitieslike airportsand entertain-
ment, biketrails, parks, and general aesthetics support
havensfor innovation and draw creative intellectuals.
For this reason, knowledge industries focus on the
demands of their workers to remain competitive, with
many high-tech firms aware that quality of lifeissues
for both single people and families are important
indicatorsfor “choice” placesto live and work.

In his new book, The Rise of the Creative Class,
Richard Florida argues that successful citiesin the
new economy need to have an abundance of “creative
individuals’ to flourish. Theseindividuals make up two
groups: the super creative core (those in science,
engineering, arts, education, music, and entertainment),
whose function isto create new ideas, technology, and
content; and the creative professionals (business,
finance, law, healthcare, and related fields), whose
functions areto solve problemsthat involve personal
judgment and high levels of education.

Horidaassertsthat public officials and developers
focustoo closely on creating a business climate, and
instead should focus on creating a“great people
climate,” because innovative people are drawn to
culture-rich environments. Floridaalso acknowledges
the importance of education by understanding the area
around a university as a life-style district.

“Citieswould befar better served by investing in
their universitiesthan in downtown buildings or stadium
projects,” says Florida. “You're never going to create
the leadership powerhouse without great universities.”
Universities that bring together researchers and
analyststo discuss innovation often achieve the
clustering that is critical for exchanges of ideas and
thought.

Dr. Corey adds that there are pre-existing sets of
advantages overlaying the capacity of a particular
location to grow a Knowledge Economy. These
advantages enhance the competitiveness of certain
types of economies. Locations may be best served by
focusing on their unique competitive advantages and
maximizing themin arealistic fashion. What may
work in Seattle or Silicon Valley may not necessarily
be effectivein Michigan. “You really need to know
your local assets and your strengths. That can provide
your competitive advantage,” says Corey.
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Implications for planning and policy in Michigan

Different firms have different needs. Planning
basics such as zoning and electrical and ICT infra-
structure can be telling for a biotech research facility
whose instruments must not beinterrupted by arolling
blackout, or for amedical facility that needsto have
proper zoning for an incinerator to burn medical
waste. Inthat sense, changing conditionsin some
communities may have firms scouting for new loca-
tions. In this sense, says Corey, the State has to set
the framework.

Richard Florida asserts that public
officials and developers focus too
closely on creating a business
climate, and instead should focus
on creating a “great people
climate.”

“ States are important for economic development
particularly in ahigh-tech era. An exampleisformer
Governor John Engler’s Broadband Initiative in
Michigan. Some states provide a whole range of
incentives that can be attractive to businesses and
others do apoorer job. Itisreally that whole system
of economic development that differentiates one state
from another.”

The consideration of geography will always
remain important in considering the shape or patterns
of economic success. While classical Location
Theory focused on transportation cost and manufac-
turing input costs, the Information-Ageinspired
“Knowledge Economy” requires afiner-tuned Loca-
tion Theory calculusto describe spatial patterning of
new economics. While manufacturing and service-
related industries are still with us, the cost of putting
productsto market will remain animportant element in
the decision making process of firms. What remains
to be explained by a new location equation is how
important these thingswill be. How will companies
reshape the way they do business?

Whét is clear is that new considerations are
included now when firms decide where to locate or
regions seek to identify appropriate strategies for
economic development. Location strategies need to



emphasi ze not only transportation and costs, but also
the strength of available human capital, regional labor
relations, local and state regulatory and innovation-
support contexts, and the amenities provided by the
areaunder consideration. In places like Seattle
(which consistently ranks high in these indices), says
Corey, local economies have large anchor businesses
that sustain the business climate, i.e., Microsoft and
Boeing. Creating the “people climate” that Florida
describesin hisbook isimportant, but should not
overshadow the significance of having strong innova-
tion and production anchorsto support many smaller
firmsthat contribute to a strong local economy.
Creating attractionsfor highly skilled and solid
companies may not be simple but iscritical for the
success in the Knowledge Economy. As the new
economy evolves, so too will theories about economic
development. Thejury isstill out on exactly which
factorsin which contextsinfluencelocation decisions
most, but it is clear that the theory that guided actions
in the past cannot be universally applied to today’s
changing economy. And as Location Theory evolves,
says Corey, there has yet to be asingle, widely
accepted and strongly supported theory to emerge.

Conclusion

So what is the “ Knowledge Economy”? The
growing consensus is that more than ever before,
knowledge creation drivesthe direction of our
economy. The knowledge economy is based on
innovating, sharing and applying fresh ideasto create
wealth. In other words, innovation drives the manu-
facturing and service industriesin creating new
markets and extending existing ones.

But isthisreally anything new? Haven't innova-
tors and innovations always transformed the
economy? How is the innovation of a computer any
different from Henry Ford’s Model T or Robert
Fulton’s steamboat? Hasn't our economy, and for that
matter, society always changed due to innovation? s
history just repeating itself, and arewejust gilding the
lily? Inthe broadest sense this argument can be
made. But onethingisfor sure. A steamboat is not a
car, and a car is hot a computer. These are different
technol ogies producing major social changesinvery
different ways. We respond to technological invention
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and it respondsto us. While technology shapes our
world by initiating new ways of living, the needs of the
world drive the outcome of technological innovation.

Additionally, knowledge and information exchange,
unlike other land-locked goods, ismore unbridled than
ever before. Therefore, Ford Motor Company now
can outsource its payroll processing to Indiaand
telemedicine can reach beyond any building or medical
facility. Bitsand bytes are overcoming borders and
language barriers. Maybe in the future we will figure
out away to digitize physical objectsand teleport
whatever we wish. Until then, knowledge products
and services, unlike other economic goods, have the
right vehicle

Unlike any other timein history, the major good of
exchangein today’s market isincreasingly less
tangible and launched more from the curious mind
than from the work force or physical resources. The
more abstract production of today involves the produc-
tion of knowledge, theinvisible “ stuff” that creates
hardware and software, pharmaceutical wonders and
scientific breakthroughs. The workforce leading at
the outset of anew millenium isthe “knowledge
force,” adynamic sector of creative people shaping
the economy in ways not seen previous to our times.
From the innovation of conceptsto new products
changing society to breakthroughs that support further
innovation, this chain of economic activity iswhat is
understood as the * knowledge economy.”

How thisinforms economic devel opment activi-
tiesin communitiesis at the heart of economic devel-
opment matters, especially distressed communities and
distressed populations. Thekey questionis, what will
the knowledge economy mean for them? Unless
traditionally disadvantages communitiesare ableto
develop new locational advantages for the new
economy, they will continueto beleft behind.

Lindsay Joslin isa senior in the James Madison College at
Michigan Sate University. Sheisaninternwith the MSU Center
for Urban Affairs,Community and Economic Devel opment
Program (CUA-CEDP).

Deanna Rivers Rozdilsky isa Ph.D. candidate in the Resource
Development and Urban Studiesat MSU. Sheisa program
assistant at the CUA-CEDP working with the Michigan Partner-
ship for Economic Devel opment, the Michigan Association of
Regions, and the Knowledge Economy Research Group.
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Sinceits establishment in 1998, Cyber-state.org has emerged as a leader in advancing understanding and
action about information and communicationstechnologies (ICT) in Michigan. Based in Ann Arbor, this cross-
sector, nonpartisan statewide organization advocates for “Information Technology to benefit everyonein
Michigan” by conducting research and education, issuing reports, and convening working groups to address key
issues. Below are brief summaries of two of Cyber-state.org’s recent reports.

To access the compl ete reports, or to get involved with the organization, visit cyber-state.org online.

Exploiting Broadband:
Michigan High-Speed Internet Applications
For the Public

Information Technology in Michigan:
Home and Business Use

In Fall 2002 Cyber-state.org
commissioned asurvey of Michi-
gan residents and businesses to
exploretherolethat information
technology playsintheir lives.
Thissurvey isthe fourth in the
cyber-state.org series; previous
surveys were conducted in 2001,
2000, and 1998.

With its passage of the Michi-
gan High-speed Internet Plan in
March 2002, the Michigan Legisla-
ture established important mecha-
nismsfor therollout of broadband
to every community. Supportive of
this state-wide infrastructure,
Cyber-state.org sought like-minded
partners with whom to collaborate

“Michigan has a rich
set of building blocks
that can help ensure
its leadership in the
information age.”

— Katherine Willis, CEO,
Cyber-state.org

The survey found that 66
percent of Michigan residents
have a computer at home, up 11 percent from the
2001 survey. Computer ownership remains heavily
influenced by age, income, and educational attain-
ment. Two-thirds of Michigan residents have
accessed the Internet at least once.

For the first timein four surveys, amajority of
respondents are very concerned that personal
information given to acomputer-based service will
not be kept confidential.

The majority of business respondents both have
computers on site (94 percent) and have access to
the Internet on site (91 percent). For most
businesses, Internet accessis delivered viaa
highspeed connection (50 percent), as opposed to a
modem (30 percent). For business leaders, the
three most favored online activities were accessing
property tax and assessments, applying for permits
and licenses, and filing complaints.

Community News & Views, page 10

ininitiating aseries of high-speed

Internet forums that would result in
the recommendation of specific applicationswith the
greatest likelihood to benefit the most people and/or
to contributeto Michigan's economic devel opment.

The Altarum Institute, the Michigan Virtual
University and the Michigan Public Health I nstitute
joined with Cyber-state in hosting the Michigan
High-speed Internet Application Forum dring the
spring and summer 2002.

Sixty people participated in four meetings
focused on defining broadband applicationsto serve
Michigan’s public and provide an economic advan-
tage. After generating alist of over 500 ideas, the
participants recommended specific application areas
as best fits for achieving the forum’s focus, and
made six recommendations for the State of Michi-
gan to best take advantage of the opportunity
emerging in high-speed Internet services and
products. These recommendations are found in the
full report of the Forum, at www.cyber-state.org.




Great Lakes States’ Initiatives

iIn Technology-Based Economic Development

Below is a sampling of some recent economic devel opment
initiatives within the Great Lakes region focused on harnessing
high-technology devel opment.

[linois

[llinoisrecently introduced VentureTECH, afive-year,
$1.9 billion strategy for investing state resourcesin
education and advanced research and devel opment,
health sciences and biotechnol ogy, and information
technology programs. The intention of VentureTECH
isto strengthen partnershipswith private industry and
the federal government in the new economy; the state
expectstheinitiativetoresultin nearly $3.9 billionin
tech-related infrastructure improvementsto lllinois.
http://Amww.state.il.us'tech/ventur etech/intro.html

Indiana

The Indiana Department of Commerce E-Commerce
Divisionisinitiating apilot grant program called the
Technology Enhancement Certification for Hoosiers
Fund, or ssimply the“TECH Fund.” This program
provides reimbursement grants to help Indianacom-
panies meet the demands of the new information
economy by rapidly increasing the number of certified
information technology workers. Thefund helpswith
the costs associated with training I T workersin areas
such as software development, system networking,
engineering, and other e-business applications.
http://Aww.in.gov/doc/techgr ant

Michigan

The Michigan Economic Development Corporation
(MEDC) implements a set of technology-related eco-
nomic development initiatives. MEDC coordinates
investment in the Life Sciences Corridor, a projected
onebilliondollar initiative funded over twenty years
using tobacco settlement money. The MEDC aso
administersa“SmartZone” program to stimulate the
growth of technology-based businesses and jobs by
aiding in the creation of recognized clusters of new
and emerging businesses focused on commercializing
ideas, patents, and other opportunities surrounding re-
search efforts.

http://medc.michigan.org
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Minnesota

Medical Alley isanonprofit health industry trade as-
sociation in Minnesotais intended to make the state a
primelocation for medical diagnosticsand device
manufactures. Minnesotais home to more than 40
biopharmaceutical, diagnostic, drug delivery and tissue
engineering companies, and Medical Alley iscom-
prised of over 250 member organizations. Medical
Alley seeksto promote interest and investment in
Minnesota as a major center of health care achieve-
ment, research and innovation, focuson legislativeis-
sues, and provide members with educational opportu-
nities.

http://Mmww.medicalalley.org

Ohio

The Ohio Department of Development uses its Con-
nect Ohio website to promote the State as an attrac-
tivelocation for high-tech business development. The
website provides links to business resources, news
releases, and other promotional materials. Asa part
of Connect Ohio, the Department has developed an
“e-corridor” as a marketing concept for high-tech de-
velopment.

http:/AMww.connectohio.com

Wisconsin

Wisconsin has designated technol ogy zonesto pro-
mote the devel opment and expansion of high-technol-
ogy businesses across Wisconsin. Technology Zones
stimulate growth by allowing eligible businesses|o-
cated within the zones to apply Wisconsin income tax
credits against income tax due, thus freeing up capital
to devel op new commercial applications. Thispro-
gram, thefirst to be implemented under Governor
McCallum’sBuild Wisconsininitiative, isdesigned to
spur the devel opment of technology-based clusters
and to promote economic development that crosses
regional boundaries.

http://Aww.buildwi.or g/buildwisconsin




MOSES, A Faith-Based Organization

Bette Downs

When MOSES (Metropolitan Organizing
Strategy Enabling Strength) began planning a
recent meeting, the faith-based organization of 130
Detroit area churches and temples set an atten-
dance goal of 5,000. Preparation began last May
and, when the meeting occurred on September 29,
MOSES demonstrated its strength with an audi-
ence well above the targeted number.

The overflow crowd at the huge Greater
Grace Templein suburban Detroit included govern-
ment officialsalong with hundreds of parishioners
and friends. Candidate for Governor Jennifer
Granholm, Michigan Senators Carl Levinand
Debbie Stabenow, and U.S. Representatives John
Dingell, John Conyers, and Carolyn Kilpatrick
responded to questions developed by a MOSES
task force. Based on MOSES' agenda covering
urban and suburban problems, the questions
reflected the September meeting theme, “ 5,000
people standing together for better government and
a better region.”

MOSES, formed in 1997, emphasizes a
boundary-free approach to problem-solving with
attention directed to Detroit and its near suburbs.
MOSES members represent diverse ethnic, racial,
and religious backgrounds and are recruited
through their congregations. Rev. Stan Ulman,
pastor of St. Ladislaus Church in Hamtramck,
expressed the MOSES philosophy at a recent
MOSES board and clergy meeting: “Our desireis
to bring the city and suburbs together to work for
the common good of the entire metropolitan area.”

Questions raised at the September 29th
meeting covered the MOSES long- range agenda:
improvetransportation, repair theinfrastructurein
Detroit and the city’s near suburbs, increase
funding for after-school programs, and provide
equal opportunity for children of non-citizens. Rev.
Kevin Turman, of Detroit’s Second Baptist Church
and Program Chairman for the September 29th
meeting, emphasizesthat MOSESwill continueto
act on itsfour-point agenda, will enlist widespread
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community support, and will keep the metropolitan
community informed of its progress.

From the mid-1930’suntil hisdeathin 1972,
Saul Alinsky, avocal, often controversial community
activist in Chicago, criticized government for its
failureto tackle problems of discrimination and
poverty. Sincethen, nation-wide, community
organi zation has continued with varying degrees of
success. Now MOSES, with an impressive success
record, epitomizes Alinsky’svision of effective
citizen action to achieve social justice.

MOSES leaders have referred to Southeast
Michigan asthe most racially segregated regionin
the country, and national studies have labeled
metropolitan Detroit asthe community with the
worst transportation of any mgjor region in the
country. Members of MOSES are working on many
frontsto reverse these designations. Believing that
inability to get to work has reduced job opportunities
for low- income people, MOSES |leaders and others
succeeded in passage by the Michigan House of
Representatives of the Regional Transportation
Authority bill, now awaiting action by the Senate
[editor’s note: this legislation was passed by the
Senate but vetoed by Governor Engler on
December 30, 2002].

Other successes include:

1. Creation of “safe zones” leading to crime and
blight removal.

2. Construction of 60 homes in southwest Detroit.

3. Allocation of $50,000,000 in State fundsfor
public transportation.

4. Expansion of Spanish language services by
Detroit and county law enforcement agencies.

5. Formation of New Faith, a partnership between

local congregations and law enforcement agen-
ciestoeliminateblight.

6. Creation of asuburban coalition of mayorsto
work with the Michigan legislature and the
governor on a program of infrastructure im-
provement in Detroit and its older suburbs.

continued on next page



MOSES Receives 2002
Community and Economic Development Award

At its July 8 Summer Institute conference, the MSU Michigan

Partnership for Economic Development Assistance (MP/EDA) named
MOSES as the recipient of its 2002 Community and Economic
Development Award for Best Practice. Each year, the MP/EDA
presents awards for notable achievement in community and economic
development, in two categories. Winners of the Best Scholarship
award for 2002 were Susan Hoffman and Mark Cassell, for their recent
research into the role of the Federal Home Loan Banks system.
MOSES, the Metropolitan Organizing Strategy Enabling Strength,
based in Detroit, received the Best Practice award for its community
organizing and policy advocacy efforts in Southeast Michigan. In
particular, MOSES was cited for actively supporting improved public
transit, encouraging economic renewal, combating urban sprawl, and

promoting affordable housing. Reverend Joseph B. Barlow, Jr.,

Reverend Joseph B. Barlow, Jr.
receives the 2002 Best Practice award
on behalf of MOSES.

organization.

President of MOSES, accepted the award on behalf of the

See page 15 for information about nominating candidates for 2003 awards.

7. Allocation of $2.8 million annual federal funding
for multi- jurisdictional drug enforcement.

How does MOSES implement its programs?
The organization’s January 2002 annual report
states, “ Our tools are leadership training,
strategizing, public meetings, [direct] actions, and
relationship building.” MOSES' emphasisonre-
gional decision-making has created a climate of
cooperation across boundaries, illustrated most
notably by passage of the Regional Transit Authority
bill by the Michigan House of Representatives.

MOSES continues to work for “aworld-class
transit system” and, through its efforts, has gained
the support of General Motors, Daimler-Chrysler,
and the Ford Motor Company. According to the
organization’sannual report, “More than 300
members of MOSES congregations can be consid-
ered ‘very active.”” A primary role of these leaders
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isto " create aculture of relationship building
through one-on-one [meetings] with members of
their own congregations, with leaders of other
congregations, and with significant civic leadersin
the southeast Michigan region.” In planning for its
September 29th meeting, MOSES issued an orga-
nizing proposal which pointed out that “to gather
5,000 people, we will have to engage and excite the
top leadersin all our congregations.” MOSES has
grown from rootsin Detroit to include members
from the suburbs and is working toward statewide
organization. With the success of the September
29th meeting and with acommitment from govern-
mental leaders for a meeting with MOSES leaders
in the spring of 2003, thereisreason for optimism
about future growth and achievement.

Bette Downs lives in East Lansing and is a regular
contributor to Community News and Views.



CEDP Launches Smart Michigan Web Site

The Michigan State University, Center for Urban Affairs (MSU-CUA)
recently launched awebsite to showcase its Smart Michigan initiative. Part of
the M SU-CUA'’s Michigan Partnership for Economic Development Assistance
project, Smart Michigan isintended to promote and support the expansion of
economic development effortsin the State of Michigan through providing
research, training, and technical assistance to economic development agencies
and community-based organizations serving distressed communities. In
particular, emphasisis directed to understanding and harnessing the
opportunities of a knowledge and information based economy to best serve

distressed communities.

The Smart Michigan website, www.smartmichigan.org, contains a series of i
reports on different aspects of the knowledge economy and itsimplications for IS
Michigan and its distressed communities. It also contains links to additional
national and international reports and resources related to the knowledge

e+ B

http://www.smartmichigan.org

economy. The Smart Michigan website will also include a series of maps being

produced by M SU’s Knowledge Economy Research Group related to the spatial patterns of Michigan’s new economy.
The Smart Michigan project team invites readers to visit the website and provide feedback and suggestions. In

particular, Smart Michigan seeks examples of practical solutions or strategies for ensuring that economically distressed

and underserved areas and populations can benefit from the knowledge economy.

SAVE THE DATE!

The sixteenth Summer Institute will be held
Thursday, June 26, at the Kellogg Center in East
Lansing. Thetitle of the 2003 Summer Instituteis
Fads, Facts, and Fantasies about Community
and Economic Development in the Knowledge
Economy.

The annual Summer Institute, hosted by the
Michigan Partnership for Economic Development
Assistance, is a one-day conference on community
and economic devel opment intended to assist local
planners and practitioners. The day-long event con-
sists of morning and afternoon workshops, and
morning and luncheon plenary sessions.

The 2003 event will feature a scheduled Key-
note Address by Robert D. Atkinson. Dr. Atkinson
isvice president of the Public Policy Institute and
director of PPI's Technology and New Economy
Project. Heis author of the New Economy Index
series which looks at the impact of the New
Economy on the U.S,, state, and metropolitan
economies (see cover article).

Mark your calendar now, and plan to attend the
16th annual Summer Institute!
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Summer Institute Sparks Mid-Michigan
Sustainable Business Forum

Following a presentation at the Fifteenth Annual
Summer Institute, a group of businessleadersin
Greater Lansing have begun meeting to establish a
regional coalition for sustainable business. More
than a dozen area business owners, inspired by
Laury Hammel’s luncheon keynote address, are
modeling their effort after the Business Alliance for
Local Living Economies (BALLE) described by
Hammel at the July 2002 event.

The group intends to foster networking and
education among business owners, and to educate
the community about the value of supporting locally-
owned businesses. The mid-Michigan coalition has
been assisted in its formation by BALLE member
Alan Barak of Philadelphia.

To learn more about the mid-Michigan sustain-
able business group, contact Julie Sawaya at
Woody’s Oasis Grill. For moreinformation about
BALLE, visit the Sustainable Connections website
online at http://www.sconnect.org.




MSU’s Michigan Partnership for Economic Development Assistance Seeks
Nominations for 2003 Community and Economic Development Awards

The Michigan State University Center for Urban Affairs (CUA) invites nominations for its 2003 Community
and Economic Development Award. This award is presented each year by the Michigan Partnership for
Economic Development Assistance (MP/EDA), a project of the CUA’'s Community and Economic
Development Program. Interested applicants are encouraged to submit a nomination. Members of the MP/
EDA Statewide Advisory Committee and the M SU Community and Economic Development Program’s Faculty
Board of Advisorswill review the nominations and select award recipients. The 2003 Award will be announced
at the June 26th Summer Institute.

Since 1996, the Michigan Partnership for Economic Development Assistance (MP/EDA) has presented the
Community and Economic Development award for notabl e achievement in community and economic
development. The purpose of the award is to recognize excellence in action and scholarship in community and
economic development in Michigan.

Eligible applicantsinclude practitionersin community settingsat any level, aswell as students, faculty and
research staffs of Michigan colleges, universities, and research institutes. Self-nomination is permitted.

Applicantsareinvited to submit entriesin one of the following two categories:

§ Academic Scholarship, dealing with research that contributes to a new
understanding of theory or practicein agiven field of community or
economic development; and

§ Best Practice, designed to recognize practitioners who are doing innovative
and effective community development work in distressed areas.
For moreinformation, or to obtain anomination form, call (517) 353-9555 or visit www.msu.edu/unit/cua. The
deadline for nominations for the 2003 award is May 1st.

CEDP Directory
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