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Editor’'s Note

The 1996 Legislature passed Substitute House Bill 2758 creating the
Economic Climate Council (ECC). The ECC is responsible for selecting a series of
benchmarks that characterize the competitive environment of the state. The
benchmarks are indicators of the quality of life, education and skills of the workforce,
infrastructure, and the costs of doing business. In 2007, it was added that the
council shall consult with the Washington Economic Development Commission on the
selection of benchmarks.
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Executive Summary

This year’s Economic Climate Study has been reformatted to better reflect and
measure economic growth and vitality.

In this year’s climate study, thirty-five of the forty-one benchmarks and
indicators were updated.

Six indicators were not updated due to the unavailability of updated data at the
time of publication.

The following report is a snapshot of Washington’s performance and ranking
both compared to other states and itself historically.

The ranking is from best to worst with a rank of one being the best.

Washington’s Economic Climate Study

The study
provides
information
about our
competitive
standing in
relation to
the other
states.

Overall,
forty-one
indicators are
presented.

Executive Summary

This report updates the State of Washington’s Economic Climate
Study, last published October 2009. The study provides
information about Washington's competitive standing in relation
to the other U.S. states. It is based on the premise that, while
improving productivity is primarily the domain of Washington's
business sector, appropriate state and local policies, particularly
those relating to education, public safety, infrastructure, cost of
doing business, and the environment, are essential to promote
higher standards of living.

The benchmarks considered in this study focus on the four

themes specified in the Substitute House Bill 2758, RCW 82.33A:

quality of life, education and skills of the workforce,
infrastructure, and the cost of doing business. In addition, this
study also presents economic performance indicators related to
income, employment, population, research and development
expenditures, and foreign trade. Overall, forty-one indicators
are presented.

Page 1



Economic and Revenue Forecast Council

Guidance
provided by
the Economic
Development
Commission

This year’s Economic Climate Study has been reformatted to
better reflect and measure economic growth and vitality. This
was done with the guidance of the Washington State Economic
Development Commission and Dr. Egils Milsberg.

Recent Performance

Thirty-five of
the forty-one
benchmarks
and
indicators
were
updated.

Overall, the
state’s
performance
was mixed.

This is a
snapshot of
Washington’s
performance
both
compared to
other states
and itself
historically.

Executive Summary

In this year’s climate study, thirty-five of the forty-one
benchmarks and indicators were updated. Overall, the state’s
performance was mixed. Of the thirty-two updated benchmarks
and indicators that include ranks relative to the other states,
Washington’s rank improved in twelve cases, regressed in
eleven, and stayed the same in nine. Of the thirty-three updated
benchmarks and indicators that indicate year-to-year
performance, the state improved in fourteen cases, worsened in
sixteen, and remained unchanged in three. Six indicators were
not updated due to the unavailability of updated data at the time
of publication.

Washington again had improvement in “Quality of Life”. Out of
the ten indicators that were updated in that area, the state
improved its performance in five and worsened in four. Relative
to other states, Washington’s rank improved in three measures
and worsened in two. The remaining indicators in “"Quality of
Life” were unchanged. The state’s performance was mixed in
“Innovation Drivers”. Of the twelve indicators that were
updated, performance improved in six and worsened in four,
while two were unchanged. The performance in this category was
weaker when compared to other states. Of the eleven indicators
updated, Washington’s rank improved in four cases and
worsened in five, with two remaining the same. “"Business
Performance” was weak on balance. The state’s performance in
this category improved in only one case and worsened in three.
Relative to other states, Washington’s rank both improved and
worsened in two of the four indicators. "Economic Growth and
Competitiveness” regressed from a year ago on a performance
basis, but actually had improvement compared with other states.
Only two of the seven indicators in this category improved over
the year with the rest worsening. On a relative basis, however,
Washington’s rank improved in three indicators and only
worsened in two, with two remaining unchanged.

The following report is a snapshot of Washington’s performance
and ranking both compared to other states and itself historically.
This analysis begins on page four with a description of each
indicator and is then followed by a chart. Associated tables can
be found at the end of each chapter. Each table ranks the states
based on its performance and each chart shows how Washington
has fared over history. In each case, the ranking is from best to
worst with a rank of one being the best.

December 2010
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Economic and Revenue Forecast Council December 2010

Indicator/Benchmark Rank
Current 5Y Avg
Innovation Drivers 19 18
Talent and Workforce 21 19
Total Public Two and Four Year Combined Participation Rate 23 19
Education Attainment: Completed Four Years of High School or More 15 8
Education Attainment: Completed Bachelor's Degree or More 11 11
Student to Teacher Ratio 46 46
Tenth Grade WASL Scores NA NA
Fourth Grade Reading 27 16
Fourth Grade Math 20 17
Migration Rate 4 13
Entrepreneurship and Investment 11 10
Per Capita University Research and Development Spending 25 22
Per Capita Industry Research and Development Spending 4 3
Per Capita Total Research and Development Spending 5 5
Infrastructure 25 27
Interstate Miles in Poor Condition 33 41
FAA Air Traffic 27 32
Urban Roadway Travel Time Index NA NA
Seattle-Everett-Tacoma 68 73
Spokane 2 2
Electricity Costs 1 6
State and Local Tax Collections Per $1,000 Personal Income 21 18
Unemployment Insurance Costs 43 48
Workers' Compensation Premium Costs 25 16
Business Performance 8 10
Foreign Exports 2 2
Foreign Exports Excluding Transportation Equipment 8 8
Growth in High Wage Industries' Share of Total Employment 13 19
Value Added per Hour of Labor in Manufacturing (weighted) 10 10
Economic Growth and Competitiveness 17 14
Per Capita Personal Income 9 11
Per Capita Personal Income Growth Rate 19 16
Total Employment Growth Rate 30 8
Median Household Income 10 11
Annual Earnings Per Job 10 11
Annual Earnings Per Job Growth Rate 8 10
Unemployment Rate 31 34
Housing Opportunity Index NA NA
Average Wage by Occupation NA NA
Quality of Life 16 17
Homicide 16 16
Violent Crime 23 24

Executive Summary Page 3



Economic and Revenue Forecast Council

Indicator/Benchmark

Quality of Life (continued)

Arrest Rates for Violent Crime
Air Quality

Drinking Water

Toxins Released

State Health Index

State Parks and Recreation Areas
State Arts

Public Library Service

Executive Summary

Rank

Current 5Y Avg

27
23
2
6
11
5
44
5

20
16
7
13
16
4
46
5

December 2010
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Economic and Revenue Forecast Council

Indicator/Benchmark

Innovation Drivers

Talent and Workforce
Total Public Two and Four Year Combined Participation Rate

Education Attainment: Completed Four Years of High School or More

Education Attainment: Completed Bachelor's Degree or More
Student to Teacher Ratio
Tenth Grade WASL Scores

Fourth Grade Reading
Fourth Grade Math
Migration Rate

Entrepreneurship and Investment

Per Capita University Research and Development Spending
Per Capita Industry Research and Development Spending
Per Capita Total Research and Development Spending

Infrastructure
Interstate Miles in Poor Condition
FAA Air Traffic
Urban Roadway Travel Time Index
Seattle-Everett-Tacoma
Spokane
Electricity Costs
State and Local Tax Collections Per $1,000 Personal Income
Unemployment Insurance Costs
Workers' Compensation Premium Costs

Business Performance

Foreign Exports

Foreign Exports Excluding Transportation Equipment
Growth in High Wage Industries' Share of Total Employment
Value Added per Hour of Labor in Manufacturing

Economic Growth and Competitiveness

Per Capita Personal Income

Per Capita Personal Income Growth Rate
Total Employment Growth Rate

Median Household Income

Annual Earnings Per Job

Annual Earnings Per Job Growth Rate
Unemployment Rate

Housing Opportunity Index

Average Wage by Occupation

Quality of Life

Homicide

Violent Crime

Arrest Rates for Violent Crime
Air Quality

Executive Summary

December 2010

Performance Rank

Unchanged
Improved
Improved
Not Updated
Worsened

Worsened
Not Updated
Unchanged

Not Updated
Not Updated
Improved

Improved
Improved

Not Updated
Not Updated
Worsened
Improved
Not Updated
Worsened

Worsened
Worsened
Improved
Worsened

Worsened
Worsened
Worsened
Improved
Improved
Worsened
Worsened
N/A

N/A

Improved
Unchanged
Worsened
Worsened

Worsened
Worsened
Unchanged
Not Updated
N/A
Worsened

Not Updated
Improved

Not Updated
Not Updated
Unchanged

Worsened
Improved

Not Updated
Not Updated
Improved
Improved
Not Updated
Worsened

Improved
Worsened
Improved
Worsened

Improved
Unchanged
Worsened
Improved
Unchanged
Improved
Worsened
N/A

N/A

Unchanged
Unchanged
Worsened
Worsened
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Economic and Revenue Forecast Council December 2010

Indicator/Benchmark Performance Rank
Drinking Water Improved Improved
Toxins Released Improved Improved
State Health Index Improved Unchanged
State Parks and Recreation Areas Worsened Unchanged
State Arts Worsened Improved
Public Library Service Improved Unchanged

Executive Summary Page 6



Chapter 1

Chapter 1: Innovation Drivers — Summary

= Performance in Innovation Drivers was mixed. The state improved performance
in six indicators, worsened in four, and two remained unchanged. Washington’s
rank relative to other states improved in four indicators, worsened in five, and
remained unchanged in two.

= In the subcategory Talent and Workforce, the state had two indicators each that
improved, worsened, and were unchanged. Relative to other states, Washington
had improvement in one indicator while three worsened; one was unchanged.

= In the subcategory Entrepreneurship and Investment, only one indicator was
updated. Performance improved, but the state’s ranking remained unchanged.

= In the subcategory Infrastructure, which includes traditional infrastructure
measures as well as business climate measures, Washington improved in three
indicators and worsened in two on both a performance and ranking basis.

Talent and Workforce

Public Two and Four Year College Combined Participation Rate

Combined
two and four
year college
participation
rates allow
better
comparison
for
Washington
State

Washington’s
college
participation
rate is
unchanged
over the past
four years

Washington, more than most states, relies heavily on the
community college system to provide the first two years of a
college education. As a result of this, Washington and states with
a similar policy have higher than average two-year participation
rates and lower than average four-year participation rates. Since
two and four-year participation rates presented separately give a
skewed view of Washington’s overall participation rate, this
report combines the two statistics to produce a participation rate
inclusive of two and four-year participants. With this adjustment,
states that are more reliant on the community college system
can be better compared to other states.

In the fall of 2007, Washington had a public two and four year
college participation rate of 6.3 percent, unchanged over the
past four years. Washington’s rank declined from 20th to 23rd
during this time. Washington achieved its highest rank in 1997
at 10th in the nation with a rate of 6.5 percent. The U.S. average
participation rate improved slightly in 2007 from 5.9 percent to

Page 7



Economic and Revenue Forecast Council

Washington’s

college
participation
rate has
been steady
while the

U.S. average
has increased

recently

December 2010

6.0 percent. Washington’s rate for the years 2003 through 2007
was 6.3 percent, ranking Washington 19th among the states.

Figure 1.1: Public Two and Four Year College Combined
Participation Rate

7.0

N

t6.0 -
[] /\

(6]

™

[])

a5.5 —~——
5.0

Year 1990 1992 1994 1996 1998 2000 2002 2004 2006

Rank 20 21 19 12 17 12 16 19 20

Washington State ———50 State Average

Source: National Center for Education Statistics, U.S. Department of Education;
Population Division, U.S. Census Bureau; data through 2007

Education Attainment: Completed Four Years of High School or More

Annual
earnings are
significantly
higher for
people who
have
complete
high school

While the
high school
completion
rate
improved in
2009, the
state’s rank
dropped

As part of its annual Current Population Survey, the U.S. Bureau
of the Census tabulates the percent of the population aged 25
years or older that has completed four years of high school or
more. As one indication of the economic relevance of this
measure, the 2008 survey found that the average annual
earnings for a person 25 years of age or older who did not
graduate from high school was only $24,686 while that of a
person with a high school diploma or GED was $33,618.

The 2009 survey reported that 89.7 percent of Washington’s
population aged 25 years or older completed four or more years
of high school, a slight increase from 2008’s value of 89.6
percent. Despite the increase, the percent who have complete
high school in the state is still down from the average of the
previous ten years of 90.4. The state’s 2009 rank dropped again
to 15th from 13th in 2008. The 2007 rank ended sixteen straight
years (data goes back to 1991) that Washington ranked in the
top 10 in this measure. The state’s five-year average value still
ranked 8th among the states with a value of 90.2 percent,
compared to just 85.1 for the national average.

Page 8
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Figure 1.2: Education Attainment: Completed Four Years of
High School or More

Washington
remains well 95
above the
U.S. average 90 - EEEE i
in its high
school 2SS T T I H0E N R
completion Y
rate 080 -8
o
70 -

Year 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009

Rank 2 4 2 4 2 6 10 6 12 15

BWashington State HU.S. Average
Source: U.S. Department of Commerce, Bureau of the Census; data through 2009
Education Attainment: Completed Bachelors Degree or More

As part of its annual Current Population Survey, the U.S. Bureau

gﬁghe/ors of the Census tabulates the percent of the population aged 25

advanced years or older that has obtained a bachelor’s degree or higher.

degrees Just like the measure comparing educational attainment of those

significantly who have complete four years of high school, annual earnings

improve serves as a good indication of the economic relevance of those

earnings who completed a bachelor’s degree. The data also demonstrate
the extent to which having such a degree pays off: average
earnings in 2008 totaled $83,144 for those with an advanced
degree, compared with $58,613 for those with a bachelor's
degree only. People whose highest level of attainment was a
school diploma or GED was $33,618.

Th In 2009, the percentage of Washington residents of age 25 or

e . ; .

percentage older who had achieved a bachelor’s degree or more increased

of residents from 30.7 percent to 31.0 percent, well above the U.S. average

who of 27.9 percent. The state’s 2009 ranking remained unchanged

completed a at 11th in the nation. Washington, as well as the nation, peaked

bachelor’s in this category in 2006 with 31.4 and 28.0 percent, respectively,

degree or of the population over 25 obtaining a bachelor’s degree or higher.

more The state’s five-year average of 30.9 percent also ranked 11th

increased in

5009 among the states.
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Economic and Revenue Forecast Council

Washington
remains
above the
U.S. average
in
educational
attainment

Figure 1.3: Education Attainment: Completed Bachelors
Degree or More

35
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1118141314 9 13111111
BWashington State B U.S. Average

Rank 10 8 6

Source: U.S. Department of Commerce, Bureau of the Census; data through 20

Student to Teacher Ratios (Not updated due to unavailability of data)

Since the
early 1990’s,
the student
teacher ratio
has
decreased
across the
nation

Washington
consistently
ranks poorly
in student
teacher ratio

Chapter 1

December 2010

09

Since the early 1990s there has been a nationwide movement to
lower the student to teacher ratios in public schools. The success

of this movement to date is evident in the steady decline of the
national ratio from 17.4 students per teacher in the 1992-93
school year to 15.5 in 2006-07. While Washington has shared i
this movement, its progress has been somewhat slower, with a
decline from 20.2 to 19.1 over the same period.

Figure 1.4: Student to Teacher Ratios

25

20

15

Ratio

10

5

0 -
Year 1992-93 1995-96 1998-99 2001-02 2004-05
Rank 48 48 48 46 46

BWashington BU.S. Average

Source: U.S. Department of Education, National Center for Education Statistics.
Digest of Educational Statistics; data through 2006-07 School Year

n
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Economic and Revenue Forecast Council

Washington
ranks low in
the number
of students

per teacher

December 2010

Washington’s student-teacher ratio decreased slightly from 19.3
in the 2005-06 school year down to a new low of 19.1 in the
2006-07 school year. Despite the decrease, Washington’s rank
remained unchanged at 46th as the national average also
reached a new low of 15.5 for the 2006-07 school year. The
state’s five-year value of 19.2 students per teacher also ranked
46th among the states.

Tenth Grade WASL Scores

The WASL
includes a
variety of
questions

The WASL is
being
replaces by
new tests

The WASL is
incomparable
to other
states

Scores in
math and
science
consistently
trail reading
and writing

The Washington Assessment of Student Learning (WASL) is a
statewide assessment designed to measure critical thinking skills
and how well students can apply knowledge. Unlike traditional
standardized tests, takers are required to answer a variety of
types of questions including multiple choice, short-answer and
essay.

The test is designed to measure achievement in meeting the
state’s Essential Academic Learning Requirements in reading and
mathematics in grades 3 through 10, writing in grades 4, 7 and
10, and science in grades 5, 8 and 10. The WASL is administered
each spring. Beginning in the 2009-10 school year, the
Washington Assessment of Student Learning (WASL) is being
replaced by two new tests: the grades 3-8 Measurements of
Student Progress (MSP) and the High School Proficiency Exam
(HSPE).

As the WASL is unique to Washington, test results cannot be
compared to those in other states. The results are included here,
however, as they provide an indication of Washington’s progress
in maximizing the number of students who are able to pass the
WASL by the tenth grade.

Figure 1.5: Tenth Grade WASL Scores
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As can be seen in Table 1.5, tenth-grade WASL scores for 2010
showed a decline in three of the four categories: reading, math
and writing. Science improved with 44.8 percent of the tenth-
grade students taking the test having met the standards in 2010,
compared to 38.8 percent in 2009. Additionally, of the tenth-
graders that took the test, 78.9 percent met the standards in
reading (down from 81.2), 41.7 percent met the standards in
mathematics (down from 45.4), and 86.0 percent met the
standards in writing (down from 86.7).

Fourth Grade Reading and Mathematics (Math not updated due to unavailability of data)

Fourth grade
math scores
can be
tracked
across states

Participation
in the tests is
now
mandatory

Washington
typically
outperforms
the U.S. in
fourth grade
reading

The National Assessment of Education Progress (NAEP) program,
sponsored by the U.S. Department of Education, is the only
testing program that provides valid uniform educational
achievement indicators allowing for state comparisons. The NAEP
assesses students in grades 4, 8, and 12 in various academic
subjects. These subjects include the arts, geography, reading,
science, civics, mathematics, U.S. History, and writing. The
Washington State Economic Climate Study tracks the average
scale score of fourth grade reading and mathematics by state.

Prior to the 2002-03 school year, participation in the NAEP tests
was voluntary, with single-subject tests held every two years,
alternating subjects every two years. As such, states that either
declined to participate or had an insufficient number of
participating schools to create a valid average state score are
excluded from the state rankings. Washington did not participate
in the inaugural 1992 mathematics and reading tests, and had
insufficient voluntary participation in the 2000 mathematics test.

Figure 1.6: Fourth Grade Reading
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As of the 2002-03 school year, however, state participation in the
NAEP test is mandatory to receive a Title 1 grant due to the
provisions of the “No Child Left Behind Act”, which was passed by
the Federal Government in 2001. Under the act, the NAEP tests
in both reading and mathematics will be given to students in the
4th and 8th grades every two years, starting in the 2002-03
school year.

NAEP scores can be interpreted using the achievement level
thresholds and their corresponding definitions. Reading
achievement is measured with exercises that require students to
read material for two different purposes, literary experience and
knowledge retention. In 2009, Washington’s rank among the
states declined from 18th to 27th as its average reading score
dropped three points to 221. Washington’s average since the
2002 test is 223 points, ranking 16th, while the average national
score was 218 over the same period.

In the mathematics exam, the skills and content covered include
spatial sense, data analysis, statistics, probability, algebra and
functions. Washington’s 2009 score slipped to 242 from 2007's
score of 243, while the national average held constant at 239. As
a result, the state’s ranked dropped from 18th to 20th this past
year. Washington’s average score for the years 2003-2009 was
241, ranking 17th among the states, while the average national
score was 237 over the same period.

Figure 1.7: Fourth Grade Mathematics
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The Washington continues to be a popular destination for
international and domestic migration, ranking 4th in terms of
total migration in 2009. The migration rate remained unchanged
at 0.9 percent in 2009, although Washington’s rank still improved
to 4th overall from 8th the previous year. The national average
has remained at 0.3 percent since 2004.

2008's total population growth for Washington was 1.5 percent,
while the national average was 1.5 percent. Natural increase
accounted for 40.6 percent of the state’s growth while 59.3
percent came from migration. Of the state’s immigrants, 34.3
percent were international and 65.7 percent were domestic. In
the U.S. as a whole, 67.5 percent of population growth came
from natural increase while 32.5 percent from international
migration.

The U.S. Census Bureau did not release migration data for the
year 2000.

Figure 1.8: Migration Rate
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Entrepreneurship and Investment

Per Capita Spending in Research and Development, University (not updated),
Industry (not updated), and Total

The amount of research and development activity occurring
within a state relative to the size of its population provides a
good indication of that state’s capacity for innovation. Industrial
research and development brings new products and processes for
continued growth. University and government research and
development can provide basic research to support local
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technology hubs and can also attract funding from outside of the
state.

The Division of Science Resources Studies (SRS) of the National
Science Foundation annually compiles surveys of industries,
universities, and other agencies into a report titled National
Patterns of Research and Development Resources. This report
indicates the state in which the research and development
activity took place regardless of the state of the sponsoring
party. The state spending figures for industrial, university, and
total research and development spending can be divided by the
state populations to derive per capita spending. The most recent
year of state spending data available is 2007, although industrial
and university spending has not been updated since last year’s
report.

In 2007, Washington dropped from 22nd to 25th in per capita
university research and development with a spending level of
$152 per capita, slightly less than the U.S. average of $165. For
the period of 2002-06, the average spending was also slightly
less than the national average of $153, coming in at $148 per
capita and ranking 22nd. In industry per capita research and
development spending, however, the state ranked much higher.
Washington’s per capita industrial research and development
spending of $1,962 was over twice as high as the national
average of $894, ranking 4th among the states. The state’s total
per capita research and development spending for 2007 of
$2,330 was also much higher than the national average of
$1,195, ranking 5th.

Figure 1.9: Per Capita Spending in Research and
Development, University
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