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Introduction

On July 22 and 23, the 2010 Arizona Rural Policy Forum will be held at the W. A. Franke

Coll ege of Business at Northern Arizona Universit

around the singular topic of Job Creation. As the unemployment rate continues to rise 7 in June
the statewide rate remained at 9.6 percent (Arizona Workforce Employment Report 2010) i this

topic is both timely and relevant. Withr e pr esent ati ves of rural Ari

and businesses meeting to discuss these important issues, the Rural Policy Forum will offer a
rare opportunity to make recommendations based on accurate information and discussions
among diverse stakeholders. This report provides background information to supplement the
many speakers presenting at the forum.

Private-sector job creation is a function of either business expansion or entrepreneurial
endeavor. Policy can be enacted to attract outside businesses, encourage the expansion of
existing businesses, or offer resources and knowledge to fledgling businesses. The state of
Arizona offers a number of incentives for all three approaches. Tax credits, grants, and bonds
are all used to stimulate job creation and the economy and to guide the development of specific
business types. Although they often change due to policy and funding issues, many such
programs are still available.

Home-grown businesses are generally the cornerstone of rural Arizona cities and towns.
Supporting the growth of these organizations, smaller in size but more plentiful than the larger
firms targeted by statewide incentive programs, requires providing them with the resources and
knowledge they need to succeed. The Benson Small Business Center is an example of a rural

Arizona organization that provides help to micro-businesses.

The Coconino County Sustainable Economic Development Initiative (SEDI) provides an
example of a focused local effort to improve a regional economy in a sustainable fashion. This
group has successfully gathered influential interests from business and government entities
countywide and developed a method of steering the development of the county in a direction

that will provide economic vitality in the long-term.

In addition to these, many other economic development organizations exist within the state. A
descriptive list of those groups explains how each is available to help both hew and expanding

businesses. Because a large part of Arizona is controlled by Native American tribes, it is

i mportant to recognize tribesd differing att:i
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Approaches to Job Creation

Two basic approaches define attempts to increase the employment base in communities. New
jobs are either home-grown (a new or expanding local business), or come from somewhere else

(a relocating business or an outside business seeking new market).

Job creation is a function of employers (entrepreneurs, expanding businesses, relocated
businesses) and of the external environment. Policymakers can encourage employers to hire
workers by fostering an environment that provides business people with the ideal conditions for
growth and by attempting to attract outside businesses. Recruitment and expansion of existing
businesses are often encouraged through incentives and the courting of site selectors.
Encouraging the creation of new, entrepreneurial business ventures often involves the use of

regionally-based efforts such as incubators and collaborations.

Business Recruitment

The two sources of new jobs in rural areas are from within and from outside the community.
Business attraction, when successful, can lead to increased employment as a successful
employer becomes part of the local business community. Increasingly, business attraction has
become a kind of large-scale auction. Communities that catch the eye of site selectors enter a
bidding war armed with state and local incentives. The incentives offered by potential sites are
a common attraction tool, although their effectiveness and legality are sometimes debated
(Chirinko and Wilson 2008).

Incentives can be general or specific. The film industry in New Mexico is an example of an
industry-specific incentive package. This state aggressively pursues movie and television
projects with a package including tax rebates of up to 25 percent, tax-free loans of up to $15
million, sales tax waivers, and training reimbursements (New Mexico 2010). As a result of these
efforts, some of the film industry is being relocated to New Mexico from California. Other, more
general incentives include tax benefits contingent upon job creation, specific wage levels, and

identified business types (bioscience, renewable energies).

An example of the utility of incentives exists in the decision by Tesla Motors, an electric car
company, to locate a new manufacturing facility in Albuquerque. The city of Flagstaff was a

finalist for the 400-employee facility, but was unable to compete with offers made by
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Albuquerque and the state of New Mexico. According to a press release concerning the site
selection process, Tesla Vice President of the Whitestar Program Ron Lloyd identified key

factors i n the .cThedgavwnyidexcemteddronsthabrelease:

e Enterprise Zone Credits T many states identify regions in which they want to promote
growth, and they create incentive structures in the form of extra tax credits to entice
businesses to invest in those regions.

e Training Programs i programs developed between a local or state entity and the
company to increase skills of the local workforce. This brings increased (and
marketable) skills to the workforce and helps the company improve in quality and
efficiency.

e Construction Incentives

e |oans or Loan Guarantees
(Ron Lloyd 2007)

Al t hough the specific details of Teslabs | ocation
can be assumed that the stated incentives, as offered by Albuquerque and the state of New

Mexico, exceeded those offered by Flagstaff and Arizona.

Attracting companies as large as Tesla Motors is an option for very few communities. Smaller
employers, often more plentiful and more in need, require aid that many communities are
unable to offer. Further, state incentives meant to aid regions and communities in their
recruitment efforts are dependent upon highly-variable factors such as political climate and tax

collections.
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Arizona State Incentives, Programs, and Grants

Ari zonads Department of Commerce has offered
business and job growth. Current financial turmoil has caused a number of these to be
discontinued or limited. However, a survey of those offered in recent years shows a wide

variety of approaches.

The following state programs provide guidance, financial assistance, and other aid. As state
programs change with new budgeting policies, some of these programs have been discontinued
or adjusted. When possible, the current state of each program is noted, but this list should not
be considered comprehensive. This list is largely drawn from the Arizona Department of

Commerce website (State Incentives, Programs, and Grants, 2010).

Additional Depreciation (formerly accelerated depreciation). This incentive encourages
new capital investment by reducing personal property tax liability. An additional
depreciation schedule accelerates depreciation by five percentage points per year for

five years of property assessment.

In year one the additional rate of depreciation is 30%, in year two the rate is 46%, in year
three it is 62%, in year four it is 78%, and in year five the rate is 94%. After the fifth year,
taxable value continues to be determined using Arizona Department of Revenue

(ADOR) schedules. The additional depreciation schedule is based on ADOR
replacement cost less straight-line depreciation schedules. This program applies to

Class 1 (commercial and industrial) personal property and Class 2 (agricultural) personal

property.

Angel Tax Credit (Small Business Capital Investment Tax Credit Program). The main
objective of the Angel Investment program is to expand early stage investments in
targeted Arizona small businesses. The program accomplishes this goal by providing
tax credits to investors who make capital investments in small businesses certified by

the Arizona Department of Commerce (Commerce).

An investor seeking an income tax credit must document that the investment was made
in either a qualified rural or bioscience company or any other qualified small business.
For a qualified bioscience or rural company, the tax credit may total up to 35% of the

investment amount over three years; for any other qualified business, the tax credit may
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http://www.azcommerce.com/BusAsst/Incentives/Accelerated+Depreciation.htm
http://www.azcommerce.com/BusAsst/Incentives/Small+Business+Capital+Investment+Tax+Credit+Program.htm

total up to 30% over three years. If the tax credits exceedt he i nvestords incom
liability, any unused tax credit amount may be carried forward for up to three taxable

years.

Enterprise Zone Program. The primary goal of the Arizona Enterprise Zone Program
is to improve the economies of areas in the state with high poverty and/or unemployment
rates. The program does this by enhancing opportunities for private investment in
certain areas that are called enterprise zones. The program offers two types of benefits,

income or premium tax credits and a property tax reduction. Table 1 lists these benefits.

Tablel¢! NAT 2yl Q&4 9YGSNILINAR &S %2yS t NRINIY .SySTilda

Income or Premium Tax Credits Property Tax Reduction
For profit non-retail businesses and insurers For profit manufacturers and commercial
Who - ) .
located in an EZ. printers located in an EZ.
Tax credit equal to a dollar for dollar Five year reclassﬁpatlon of real a_nd
What : . : personal property, which reduces primary
reduction on income or premium taxes. taxes
The earlier of either six months after the tax o
o ! Applications are due on or before October
When year end or before filing with Revenue,
. . 1st of each year.
whichever comes first.
Wh Up to $3,000 in tax credits over 3 years for Approximately 40-60% overall savings on
y each net new quality job created. the businessd pro

Healthy Forest Enterprise Incentives. The primary goal of the Healthy Forest
Enterprise Incentives Program is to promote forest health in Arizona. The program
achieves this by providing incentives for certified businesses that are primarily engaged
in harvesting, initial processing, or transporting of qualifying forest products. The
program offers incentives such as use fuel tax reductions, transaction privilege tax

exemptions, property tax reductions, and new job income tax credits.

Eligible applicants include a harvester, an initial processor, or a transporter that is
primarily (more than 50 percent) engaged in a qualifying project, employs at least 3 full-
time employees, or enters into a Memorandum of Understanding (MOU) with the

Department of Commerce.

Military Reuse Zone. The Military Reuse Zone (MRZ) Program was established by the
state legislature in 1992 to lessen the impact of military base closures. Currently there

are two Military Reuse Zones in Arizona. In 2001 the MRZ designation was renewed for
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the former Williams Air Force Base, now known as Williams Gateway Airport. In
December, 2002, the former U.S. Naval Air Facility in Goodyear, how known as
Phoenix/Goodyear Airport, was designated as an MRZ. Eligible applicants include
airport authorities, aviation or aerospace companies (those that manufacture, assemble,
or fabricate aviation or aerospace products or provide aviation or aerospace services),
and insurers. An applicant for the MRZ program must be located within an MRZ to
qualify for the benefits. The program offers three types of benefits:

e Transaction Privilege Tax Exemption - Exemption from transaction privilege tax

on contracts for certain types of construction at an MRZ.

e Tax Credits - Arizona income/premium tax credits for up to five years for each net
new job created, totaling up to $7,500 per non-dislocated employee and up to

$10,000 per dislocated employee.

e Property Reclassification - Both real and personal property can be reclassified
from class one (25% assessment ratio) to class six (5% assessment ratio), which

may result in property tax savings of up to 80 percent for a period of five years.

Motion Picture Production Tax Incentives. The primary goal of the Motion Picture
Production Tax Incentives Program is to promote and stimulate the production of
commercial motion pictures in Arizona. The program achieves this goal by providing
incentives to qualified companies that produce motion pictures in Arizona and to persons

who construct infrastructure projects in Arizona.

Private Activity Bonds. Private Activity Bonds (PABS) are securities issued by or on
behalf of a local government to provide debt financing for projects used for the trade or
business of a private user. The PAB program can be used for the construction of
industrial and manufacturing facilities and the purchase of equipment; residential rental
projects; facilities for the furnishing of water, sewage, and solid waste facilities; and

maore.

Generally speaking, investors purchase the bonds, and the money is lent to private
users for completion of the project. The i nvestords return comes th

proceeds of the project.
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Recovery Zone Bonds. The American Recovery and Reinvestment Act of 2009
(ARRA) created a new class of taxable bonds in 2009 called Recovery Zone Economic
Development Bonds and Recovery Zone Facility Bonds (Recovery Zone Bonds). These
Recovery Zone Bonds are intended to lower the costs of borrowing for purposes of

promoting job creation and economic recovery in areas designated as Recovery Zones.

e Recovery Zone Economic Development Bonds - may be used for a wide array of
purposes to stimulate economic development, including job training and

education.

e Recovery Zone Facility Bonds - may be used to finance certain kinds of business

development activities in areas of significant economic distress.

Governor Brewer created Executive Order 2009-12 charging Commerce with the
administration of the Recovery Zone program. Included in that responsibility is the
monitoring of the volume cap allocations and collaborating with each jurisdiction to

ensure the bonds are issued in a timely manner.

Recycling Research and Development (RR&D). Recycling Research and
Development program funding is awarded by the Arizona Department of Environmental
Quiality (ADEQ) to projects that involve research, including feasibility studies, solid waste
audits and marketing and/or technology development, such as new equipment or
processes. The overall objective of these projects is to increase the proper disposal of
solid waste, source reduction, recycling, buying recycled content products, and/or
composting. Eligible applicants include private companies, non-profit organizations,

political jurisdictions, and Tribal governments within Arizona.

Renewable Energy Tax Incentive Program. The Renewable Energy Tax Incentives

Program was established by the Arizona legislature in 2009 to promote the renewable

energy industry in the state. The goal of the new program is to encourage business

investment that will produce high quality employment opportunities and enhance

Ari zonabs position as a center for producti on
The program accomplishes this goal by providing tax incentives to companies in the

solar, wind, geothermal, and other renewable energy industries who are expanding or

locating in Arizona. The program offers two benefits: up to a 10% refundable income

tax credit and up to a 75% reduction on real and personal property taxes.
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A company may be eligible for tax incentives if it:

e Is primarily (more than 50%) engaged in the manufacturing of or headquarters for
producing systems and components that are used or useful in manufacturing

renewable energy equipment.

¢ |s expanding or locating either a renewable energy manufacturing or

headquarters facility in Arizona.

o Creates fulltime employment positions of which at least 51% are paid at
least125% of the statebds annual medi an wage

o Offers to pay at least 80% of the health insurance costs for all net new fulltime

employment positions.

e Spends at least $250,000 in qualifying investments during each twelve-month

period.

Trade Adjustment Assistance Program. The Trade Adjustment Assistance Program

(TAA) provides grants to manufacturing and producing companies which have

experienced declines in sales and employment partially due to foreign competition. The

grants are tailored to the specific needs of each company receiving them. Grants may

cover complex operational i ssues based on each
Examples include solutions for the following operational areas: manufacturing

technology, engineering, marketing and sales, information technology, and

management.

The TAA program can pay up to 75 percent of the cost of outside consulting or technical

services. These services can relate to any projectsthati ncr ease the company?®d
competitiveness. This includes quality certification, lean manufacturing, market

research, export development, new product development, and CE marking and all other

industry standards.

While these programs help attract new business to the state and encourage growth in resident

businesses, many of them only apply to large companies with high tax liabilities or those with

defined market niches. Many small entrepreneurs find little aid from government programs and

in such instances, community efforts become essential in nurturing their development.
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Additionally, these programs and incentives come and go according to political forces and
changing state budgets. Programs such as these are often the first to be discontinued when
state funding is cut.

Asset Inventories

Asset inventories are a simple and inexpensive tool that cities, towns, counties, and

development regions can use to inform site selectors of what they have to offer. A passive tool,

the asset inventory contains vital information about an area which is readily accessible to

anyone seeking it. These are generally in the form of PDF files, word-processing documents, or
spreadsheets, and are available for download on a
in asset inventories tells site selectors and others about an areasétransportation infrastructure,

population and workforce demographics, utilities, available real estate, and other important

characteristics. Table 2 lists some common elements included in an asset inventory.

Table2 - Common Elements of the Asset Inventory

Population Statistics Taxes - Sales and PropefBducational Attainment

Workforce Housing Labor Force by Occupatiobabor Force by Industry
Colleges and UniversitiegPublic Schools Pre-K - 12Climate Characteristics
Major Employers Age, Race & Ethnicity  |Telecommunications
Medical Facilities and  [Express Shipping
Distance to Major Market$Offices Providers
Airports Income Tax Rates Utilities
Average Daily Private and Charter
Banks and Credit Unions|Temperature Schools
Railroads Crime Rates Top Annual Events
Cultural Amenities Hotels & Motels Conference Facilities

Asset inventories are developed by a number of organizations across Arizona. However, this
tool can also be developed in-house and customized for particular audiences. The goal is to

identify a message and craft an asset inventory that effectively delivers it.
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Economic Gardening

The alternative to attracting businesses from the outside is to grow them from within. A body of

research, pioneered in the 1970s and 1980s by Dr. David Birch of MIT, suggests that the bulk of

new jobs are actually home-grown (Gibbons, 2008). Based on this idea, economic developers

in Littleton, Colorado developed an entrepreneur-centered economic growth strategy known as

Economic Gardening. This was during the tough economic environment of the late 1980s

when a major employer exited the region leaving thousands jobless. Although the standard

approach at the time was to seek out external employers and entice them to relocate using

various incentives, t he c-termentrepfenelrialtsttategy tlesignedu nder t o
to generate new jobs fromtheexist i ng base of busi neqQuelsand Toft,t he c o
2006)

Rural Arizona faces many of the same limitations as Littleton in 1989. Financial realities and

extremely limited current tax collections severely inhibit the ability of rural areas to compete for
the attention of site selectors. The Economic Gardening concept can be applied to local policy.
Indeed, many of the themes of Economic Gardening have already been independently adopted

by rural Arizona communities.

The base themes of Economic Gardening are Infrastructure, Connectivity, and Market
Information. These themes are the result of setting up public resources to benefit the needs of

the private sector, which provides for the ultimate framework of the community.

The Infrastructure of the community provides essential building blocks to support businesses.
These include a strong education system to prepare employees and foster the creative
confidence of entrepreneurs. Transportation and communication infrastructure are equally as
important, as both communication and access to supply lines and markets are essential to
businesses. Cultural amenities are another important element which contributes to quality of life
and therefore an attractive place for valuable employees to live and work. Community pride

fosters the desire to perpetuate local success.

Connectivity between business owners and critical resource providers, when streamlined, opens
doors to interaction and cooperation that leads to continuous business success. This is realized
in the form of industry trade groups, public sector supporters, and academic institutions.

Already the concept of economi ¢ fAcl usterso has taken off in Ari z
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examples can already be seen in such industries as wine-making, aerospace, and alternative

energies.

Market Information, considered by Littleton businesses as the most important of the three
themes, involves intelligence not always available to small businesses. This includes
information on markets, customers, and competition that is essential to the success of an
evolving business in a competitive environment. This pillar became the centerpiece of the
Littleton effort. The Economic Gardening developers claim the number of jobs in the city more
than doubled and sales tax collections tripled in the years since they devised the approach. At
the same time, the population of the city grew by only 30 percent. Also of note is the fact that
tax breaks and other incentives for business recruitment were eliminated from city policy.
(Quello and Toft, 2006)

The following are considered Al essons | earnedod by

e In order for an Economic Gardening program to succeed, the needs of growth-oriented
entrepreneurs must be identified and met. This includes identifying those small
businesses with the capacity and desire to grow and thus create new jobs and economic
activity.

¢ It should be recognized that a company with the long-term capacity for continuous
growth is not often matched by continuous government subsidies. Policymakers operate
within a political time frame i such as the election cycle i and may shy away from
programs that are long-term in nature. Thus, buy-in by more than political leaders is
necessary. Those involved with facilitating entrepreneurial growth must make a
commitment far into the future.

e The local business culture needs to support these efforts. It must create an environment
that can naturally produce entrepreneurs and provide them with community support.

e |dea champions need to be identified. As with many difficult projects, initiating Economic
Gardening requires a visionary leader able to guide the process. Such a person helps to

keep the program on a consistent path, and helps foster confidence.

(Quello and Toft, 2006)
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Ar | zs&aormodic Development Organizations

Whether job creation is to be a function of business attraction, expansion, or entrepreneurial
inception, many organizations exist within Arizona to help increase economic activity. These
groups provide guidance and aid of various kinds. Immediately below is a list and brief
description of the many economic development organizations that exist within Arizona. The

following section is an excerpt of the 96" Arizona Town Hall Background Report (2010)

This chapter catalogs the types of organizations in Arizona that are currently doing economic
development work. Although not meant to be an exhaustive list, it will point out the variety and

sheer numbers of economic development entities that exist.

Throughout the state of Arizona, there are numerous organizations dedicated to carrying out
economic development functions. There exist a variety of public-sector and private-sector
entities, as well as organizations that receive both public and private funding. In addition, the
field contains both for-profit and non-profit organizations. Again, the following is not a
comprehensive list but is meant to give an idea of the many types of groups operating in the

state.

PUBLIC-SECTOR ORGANIZATIONS
Federal Agencies

There are several agencies in the U.S. federal government that provide resources and
leadership for economic developers in Arizona. Most importantly, the Economic Development
Administration, part of the U.S. Department of Commerce, takes a lead role by promoting
innovation and competitiveness through a variety of investment programs including technical
assistance, trade adjustment assistance, and public works. Arizona's U.S. Export Assistance

Centers, part of the U.S. Commercial Service, are dedicated to helping Arizona companies
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develop international markets. Several other federal agencies, including the Small Business
Administration, the Department of Housing and Urban Development, the International Trade
Administration and the U.S. Department of Agriculture Rural Development provide grant funding

and other financial assistance for economic development projects, as well.

Economic Development Districts

Economic Development Administration (EDA) funds economic development districts in
economically-distressed regions throughout the country in order to help them create and
update a long-term strategy and then apply for grant funding. There are four EDA-
designated economic development districts in the state of Arizona: the Northern Arizona
Council of Governments, the Central Arizona Association of Governments, the
Southeastern Arizona Governments Organization, and the Western Arizona Economic

Development District (a private non-profit).

Councils of Governments

There are six Councils of Governments (sometimes called Regional Councils) in Arizona and alll
of them partner in economic development activities to some extent although they rarely have
staff solely dedicated to economic development; three of the six are also economic development
districts and are listed in the previous paragraph. A Council of Governments is a public
organization that encompasses a multi-jurisdictional regional community and serves the local
governments and the citizens in the region by dealing with issues and needs that cross city,

town, county and even state boundaries.

Arizona Department of Commerce

Historically, the Arizona Department of Commerce had been the state's community and
economic development agency, and had partnered with other organizations around
Arizona to address a variety of economic development challenges. It has been
particularly valuable for the state's rural areas, although recent budget cuts have

diminished its capacity in this area. It has run a variety of programs including global
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marketing and promotion; export assistance; workforce programs including the Arizona
Job Training program; a small business assistance program; the Office of Smart Growth;
an Energy Office; a Film Office; several incentive programs including the Enterprise Zone
program; a research division; and numerous community development programs like the
Rural Economic Development Initiative, Arizona Main Street, and the Greater Arizona
Development Authority. Two other state agencies, the Department of Economic Security
and the Department of Education, also assist Commerce in its mission.

Universities and Community Colleges

All three state universities have entities involved in economic development, although none has a
dedicated economic development office any longer. Northern Arizona University (NAU), the
University of Arizona (UA), and Arizona State University (ASU) all have affiliated incubators or
research parks, as well as offices that handle technology transfer functions and
business/entrepreneurship training. Other entities like NAU's Arizona Rural Policy Institute,
ASU's Center for Competitiveness and Prosperity Research, and UA's Economic and Business
Research Center provide a variety of research and analysis services. In addition, the University
of Arizona is home to the state's EDA University Center, which provides economic development
research and technical assistance support around the state through the Arizona Cooperative
Extension network, and the Arizona Economic Development Course. Community colleges
around the state also provide economic development services, including small business

development centers and workforce training and development.

County/Municipal Economic Development Departments

Most cities, towns, and counties in the state have economic development departments.
These entities often work with other departments that have planning/zoning/development
services, transportation, and finance functions in order to do economic development work.
County and municipal departments may work with larger regional organizations, and often
focus on strategic planning, retention and expansion programs, and business creation,
although some do engage in recruitment activities. Regardless, they are concerned with
enhancing and utilizing local tools and incentives such as tax abatements, zoning, and

infrastructure provision.



PRIVATE-SECTOR ORGANIZATIONS
National/International Groups

Many national and international organizations exist to serve the economic development
community, or a specific subset of it. Groups like the Committee for Economic
Development, Association of University Research Parks, National Association of
Counties, National Association of Development Organizations, the National Business
Incubation Association, and the Council for Community and Economic Research provide
networking opportunities, research services, and other membership benefits. The
world's largest membership organization serving the profession is the International
Economic Development Council (IEDC). The IEDC provides numerous professional
development opportunities including conferences; advisory services and research;
publications; legislative advocacy; and the Accredited Economic Development
Organization program, which provides feedback and recognizes excellence in the

profession.

Arizona Association for Economic Development

The Arizona Association for Economic Development (AAED) is the state's premier economic
development membership organization, with over 500 practitioner and provider members. It
offers leadership and networking opportunities, lobbies at the state level for economic
development interests, and serves as a communication forum for the profession by hosting

conferences and meetings and publishing newsletters.

Arizona Small Business Association

A not-for-profit organization that focuses on retention and expansion, the Arizona Small
Business Association provides professional services, and education and networking
opportunities to help Arizona businesses save money, make money and create

opportunities.
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Financing/Lending/Venture Capital

Scores of banks, credit unions, venture capital groups, angel investors, and other debt or equity
financing organizations exist in the state and are vital to economic development processes,

particularly for business startups.

Utilities

Utility companies have been active in economic development for decades. Arizona Public
Service and Salt River Project, in particular, have active economic development
departments. Other utilities such as Southwest Gas, Cox Communications, and Qwest are
also interested in expanding their ratepayer base while improving the state's economy at the

same time.

Other Businesses

A range of other private, for-profit companies such as those in real estate and development,
construction, architecture, engineering, consulting, and transportation participate in
economic development efforts and networks, because new business activity is good for both

the community and their bottom-line.

PUBLIC-PRIVATE ORGANIZATIONS/PARTNERSHIPS
Greater Phoenix Economic Council

The Greater Phoenix Economic Council (GPEC) is probably the largest economic development
organization operating in the state today. It also illustrates two trends that have driven the
formation of many other groups in Arizona: it is a regional organization, and it is funded by both
public and private partners. GPEC is supported by Maricopa County, 18 municipalities and over
140 private-sector investors. It provides a variety of business development services, but
primarily operates as the Phoenix metropolitan area'’s top recruitment and site selection
organization. It is heavily involved with the aerospace, bioscience, health care, high-tech, and

solar clusters, and also is working in the areas of international commerce and sustainability.
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Tucson Regional Economic Opportunities, Inc.

Tucson Regional Economic Opportunities, Inc. (TREO) is a similar regional public-private
economic development group that serves the Tucson metropolitan area. It was formed in
2005 when several public and private organizations merged, and is now the lead agency for
the greater Tucson region. As with GPEC, TREO focuses on business attraction and
cluster/sector development, but also is a source of several valuable resources for existing
local firms. TREO has targeted its business development efforts on Tucson's strongest

industry sectors: aerospace, bioscience, solar, and transportation and logistics.

Chambers of Commerce and Trade Associations

There are chambers of commerce, chamber coalitions, and trade associations in all corners
of Arizona. These organizations may have public funding but are also membership-
supported (and many take no government funds at all). These groups exist to serve their
members, and so primarily focus on retention and expansion activities. State organizations
like the Arizona Chamber of Commerce and Industry, and the Arizona Restaurant and
Hospitality Association do similar work on a larger scale and do not receive any public
funding. The focus of statewide organizations is to advance legislation to improve the

business climate and promote economic development.

Tourism Promotion Organizations

Tourism is extremely important to the state, and tourism promotion is a vital economic
development activity. Convention and visitors bureaus, tourism industry associations,
and other groups use a mix of public and private funding to help strengthen the industry,
assist new businesses to get started, promote Arizona and its communities worldwide,

and help to recruit tourists and conventions.
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Technology Incubators/Research Parks

Incubators and research/technology parks are also great examples of public-private
partnerships that are contributing immensely to the economy of Arizona through technology
transfer, intellectual property protections, entrepreneurial and start-up assistance, and help

matching good business ideas with funding sources.

Airport Authorities

Airports are vital economic development tools for communities and regions. Airport authorities
not only run airports but work to promote local air travel and serve the needs of local businesses
and potential new businesses. In addition, airports often include industrial parks that go beyond
airport-relates uses such as industrial and warehouse uses. Areas zoned for
industrial/warehouse uses, located near transportation infrastructure (such as airports or rail),

often have tax benefits.

Downtown Associations/Main Street Programs

Both urban and rural areas in Arizona want the vibrant downtowns their communities used to
have, and so are increasingly trying to revitalize their downtown business districts. Both
downtown associations and Main Street programs are examples of organizations serving this
need.

Workforce Development Partnerships

As mentioned previously, labor and workforce issues are often at the top of the list of businesses'
concerns. With the passage of the Workforce Investment Act in 1998, an extremely innovative
workforce development systemd called the One-Stop Delivery Systemd was created nationwide
that is a shining example of a successful partnership. The idea is that multiple workforce partners
collaborate to create a seamless system for adults, youth, and displaced workers in need of job
search assistance, training, and employment opportunities. These One-Stop Career Centers are

overseen by Workforce Investment Boards made up of private- and public-sector representatives.
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Partners in the One-Stops include County Boards of Supervisors, private organizations such as
the Yuma Private Industry Council, community colleges and high schools, the Arizona
Department of Commerce, the Arizona Department of Economic Security, the Arizona Workforce

Connection network, and many others.

Other Local/Regional Organizations

There are numerous other local or regional organizationsd either private or public-private in
natured doing some mixture of recruitment, retention/expansion, or creation work around the
state. Examples include Greater Yuma Economic Development Corporation, Central Arizona
Regional Economic Development Foundation, Sierra Vista Economic Development
Foundation, Verde Valley Regional Economic Organization, Southeast Arizona Economic

Development Group, and Bullhead Regional Economic Development Authority.

(Glenn, 2010)

Case Studies

The Northern Arizona Center for Emerging Technologies (NACET), the Benson Small Business
Center and Solar Park, and the Coconino County Sustainable Economic Development Initiative
(SEDI) provided first-hand descriptions of their economic development efforts for this background
report. Located in Flagstaff, NACET is a technology-based incubator with a proven record of
guiding the development of high-tech, science, and renewable energy firms. The Benson Small
Business Center is a non-specific incubator, serving the needs of entrepreneurs in and around the
city of Benson and providing them with opportunities they might otherwise lack. Clients of the
center rent the use of office space and basic office machines, but they also benefit from being
close to other, like-minded business people, who can share thoughts and ideas. The Coconino
County Sustainable Economic Development Initiative works toward a collective vision of a
sustainable future for Flagstaff and Coconino County. Its diverse membership generates an
informed and inclusive appr oaesdiptiatn®ofthesepr ovi ng
organizations, found in the appendices, provide insight into the development and operation of

localized economic development groups.
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Business on Tribal Lands

Figure 1 represents the tribal l ands in Ar3 zona,
tribes together own nearly twice as much land as do private interests. This very significant
portion of the state contains hurdles to economic development that are quite different from non-

tribal areas.

Figurel -Arizona's Trilal Land
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The following section, also an excerpt from the 96th Annual Arizona Town Hall Background

Report (2010), touches on some of the special issues involving economic development on
reservations. It also describes some of the economic development entities that specifically aid

Indian tribes.
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ARIZONA'S NATIVE NATIONS AND ECONOMIC DEVELOPMENT

Economic development is sometimes a controversial topic in Indian Country. The needs in many
Native communities are substantial. Poverty and related problems have long given American
Indian and Alaska Native nations ample reason to look for ways to increase economic activity. At
the same time, some Native people have been concerned about what development might mean
for them, associating it with assimilation into the mainstream society, the reorganization of their

communities around market forces and corporate structures, and the loss of Indigenous cultures.

The poverty of Indian Country is a historical product. As the United States seized control of
Indian lands, it destroyed the basis of most Indigenous economies, leaving Native nations without
the means to support their communities and leaving Native citizens with little opportunity to
effectively support their families. As a result, generations of Indigenous leaders, hoping to
sustain their governments and improve the welfare of their people, have seen economic

development as a critical priority.

In the contemporary era of Indian self-determination, this commitment to development has led to
diverse strategies, reflecting not only different opportunities or assets but different cultures and
diverse preferences for economic outcomes. Development, as found in Native America, takes
multiple forms. In one community it may involve casino gambling; in another, expanded
subsistence hunting and trapping; in yet a third, manufacturing or timber harvesting or internet
marketing of art created by the nation's citizens. In a fourth, it may involve all these thingsd and
numerous othersd at once. This suggests a spacious definition of development. Elsewhere, we
and our colleagues have defined development as, "the process by which a community or nation
improves its economic ability to sustain its citizens, achieve its sociocultural goals, and support its

sovereignty and governing processeso Begay et. Al, 2007).

As this suggests, Native nations pursue development for multiple purposes: to enhance political
clout, to gain resources for land purchases, to fund litigation in support of rights, to fund
programs that revitalize language or improve community health, to sustain their own
governments, to educate their people, to reduce their dependence on outside funds and
decision- makers, or to support some other purpose, economic or not. In our experience, few
Native nations are primarily concerned with making themselves rich. Nor are they merely
interested in generating jobs and income, as important as those things may be in improving the
quality of life in Native communities. Instead, they are trying to be successful as nations and as

communities while reserving to themselves the power to decide what "success" meansd
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economically, politically, socially, and culturally.

Recognizing this, Duane Champagne, professor of sociology at UCLA and a citizen of the Turtle
Mountain Band of Chippewa, argues that many Native nations are participating in capitalist
developmentd but that it is a particular kind of capitalism. He calls it "tribal capitalism," an
approach that seeks a balance between "community and cultural protection and the enhancement
of tribal sovereignty,” on one hand and material gains on the other (Champagne, 2004). It is an
approach that consciously takes into account the effects of various development strategies on
culture, social relationships, land relationships, political autonomy, and other aspects of
community life & things that are typically absent from profit-and-loss statements but are critical to

most Native nations. Balancing them all is part of the development challenge these nations face.

Organizations Addressing Native Nations Economic Development

The American Indian Chamber of Commerce of Arizona (AICCAZz) is a non-profit organization
funded in 1995. Its focus is on the promotion of American Indian entrepreneurs, their businesses
and connection with other businesses. The Chamber also provides resources, training and
networking.

The Center for American Indian Economic Development (CAIED) is located on the campus of
Northern Arizona University and provides information, technical assistance, business consulting

and training, and educational workshops to Arizona tribes.

The Native Nations Institute (NNI) based out of the Udall Center for Studies in Public Policy at
The University of Arizona, along with its' sister program, the Harvard Project on American Indian
Economic Development (HPAIED) at Harvard University works in many areas of economic
research with Native Nations. Among its many research and outreach areas, NNI works
directly with Native leaders to document what is working in various community development
and governance arenas, and to develop reliable, rigorous analyses that tribal decision-makers

can use as their new strategies and tools.

(Cornell and Jorgensen, 2010)




Appendix A

The Northern Arizona Center for Emerging Technologies

The following statement was provided by Russ Yelton, President and CEO of the Northern
Arizona Center for Emerging Technologies (NACET).

AFrom innovation to enterp