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I INTRODUCTION

Tennessee’s Resource Valley, a regional economic development organization, was asked to
facilitate a two-year, $750,000 grant from the Department of Energy. The grant’s purpose is to
make the East Tennessee region less dependent on federal funds for its economic well-being and
to increase regional awareness of the advantages of proximity to the Department of Energy
facilities in Oak Ridge. Tennessee’s Resource Valley’s mission is to market the mid-East
Tennessee region’s business location advantages to corporate decision makers and to facilitate
regional initiatives that impact the creation of quality job opportunities. Tennessee’s Resource
Valley represents the following fifteen (15) counties in East Tennessee: Anderson, Blount,
Campbell, Claiborne, Cocke, Grainger, Jefferson, Knox, Loudon, Monroe, Morgan, Scott, Sevier
and Union.

I CONSULTANT TEAM

Tennessee's Resource Valley was fortunate to have been able to attract the talents of two
internationally-renown economic strategy consulting firms. Their leadership, experience, and
expertise have established credibility for the 21st Century Jobs Initiative. Their recommendations,
included with this report, provide sound solutions to the issue of future economic growth for East
Tennessee.

The consultant team for the 21st Century Jobs Initiative was c’om’prised of DRI/McGraw-Hill
from San Francisco and the IC? Institute at the University of Texas-Austin. These two consulting
firms are well-known throughout the world as economic strategy experts.

DRI/McGraw-Hill

Ted Lyman, the 21st Century Jobs Initiative Project Director, is principal of DRI/McGraw-Hill’s
Economic Competitiveness Group. As the lead consultant, DRI/McGraw-Hill has been involved
in every phase of the planning process. DRI/McGraw-Hill has helped develop economic strategies
in Austin, Jacksonville, Salt Lake City, and Wichita. State economic development projects include
Iowa, Nebraska, North Dakota, and Wyoming. These projects included recommendations for
developing high-tech private industry sectors and for enhancing university-driven technology
transfer activities.

IC? Institute

Headed by Dr. George Kozmetsky, a co-founder of Teledyne, the IC? Institute is an international
center specializing in technologically-driven economic development. The IC? Institute brought to
the project their knowledge of emerging industries and new approaches to the roles of private and
public institutions in economic development and technology commercialization. The IC? Institute
is know around the world for its model of technology-driven economic development, using
multidisciplinary teams to research and formulate problems that require creative solutions.




Work Program

The consultant team’s approach consisted of three parts. Economic research formed the
foundation upon which the project could build. New approaches to collaboration and networking
characterized the cluster working group approach. Finally, the work of the cluster groups resulted
in action initiatives or “business plans” which were formulated to address specific problems or
opportunities within the region. '

evelop Action
‘Initiatives

Form new approaches to
collaboration and networking

Analyze new economic information:
Competitiveness
Market Potential

Tennessee's Resource Valley staff supported the work of the consultant team by providing
logistical support and supplementary analysis. Staff arranged meetings, prepared followup
correspondence, and developed a database of individuals and companies participating in the
project. Additional staff support was provided by the University of Tennessee and Lockheed
Martin Energy Systems. :

l ECONOMIC ANALYSIS

The fifteen county economy was analyzed using the “Cluster” approach to regional economics.
Cluster-based economic development is premised on the fact that companies are less able
nowadays to provide all of the inputs they need to succeed. As a result, they look for communities
or regions which can provide these inputs. Where these inputs exist, companies gain a competitive
advantage.

Clusters are comprised of small and large firms and the economic infrastructure that serves them.
Economic infrastructure includes human resources, technology, financial resources, physical
infrastructure, quality of life, and the tax and regulatory environment. By fine-tuning the economic
infrastructure to meet the needs of clusters, communities and regions can create unique
opportunities that will encourage businesses to expand, attract outside investment, and create

jobs.
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Economic clusters (employment analysis)

Using input-output analysis and export trade data, DRI/McGraw-Hill identified eight clusters of
economic activity in East Tennessee:

¢ Agriculture and Food Products

e Apparel and Textiles

e Automotive and Transportation

e Business and Financial Services

e Forest Products

e Metals and Materials

¢ Technology Intensive Products and Services

¢ Tourism

While none of these are categorized as “significant” clusters (according to DRI/McGraw-Hill’s
definition), these eight clusters represent the major concentrations of economic activity within the
region. Specifically, these are the industries that sell products or services outside of the region and
therefore bring money into the region. Examination of our manufacturing clusters indicated that in
some instances a high demand existed within the region for a product or a raw material that was
not being met by suppliers within the region. These “gaps” have been identified as possible targets
for industrial recruitment. Economic and employment data for each cluster can be found in
Section II of the Final Report. :

Economic Benchmarking

As a part of its analysis, DRI/McGraw-Hill compared the Resource Valley region to similar
regions in the U.S. A report titled “Benchmarking East Tennessee’s Economic Capacity” was
produced which compares East Tennessee (Knoxville Metropolitan Statistical Area) to the
following regions:

Albuquerque Austin Chattanooga
Colorado Springs Denver , Jacksonville
Memphis Portland Raleigh/Durham
Orlando Salt Lake City San Antonio
San Jose (Silicon Valley) Tucson

This reference group was chosen based on the population size and emplcyment growth. It offers a
“yardstick” by which to measure East Tennessee’s economic performance. Each one of these
regions is attempting to capitalize on its comparative economic advantages and become advanced
21st century economies.

Economic capacity was measured in six categories of economic infrastructure: human resources,
technology, financial resources, physical infrastructure, quality of life, and tax and regulation. The
methodology and results are further explained in the Benchmarking study accompanying this
report.
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I CLUSTER WORKING GROUPS

An important component of the consultant team’s work plan was citizen participation in the
economic strategy planning process. To get the best possible input from business and community
leaders in East Tennessee, a series of three highly focused meetings were held involving each of
the eight clusters. Each cluster’s representatives formed a working group whose mission was to
use the economic analysis on their cluster to brainstorm for strategic actions that could improve
the quality of jobs created in our economy.

The public was invited to share their views on the future of their cluster and our regional
economy. Resource Valley staff initially sought to recruit co-chairs for each of the clusters. In
doing so, we were looking for leadership qualities that would lend credibility to the effort and also
allow us to get the best possible input into the working group phase of the project. Secondly,
Resource Valley staff contacted each of the 15 counties we serve to add names and diversity to
each working group. In late May of 1995, Dr. Ed Boling, chairman of the 21st Century Jobs
Initiative, sent an invitation letter to all of the names on our list. Additionally, the public was
invited by the local media to attend the working group meetings.

The cluster working group process was facilitated by Ted Lyman and Jim Gollub, principals of
DRI/McGraw-Hill’s economic competitiveness group. This series of three highly-focused
meetings enabled our business and community leaders to take a careful look at where our
economy is heading and to formulate action plans to intervene. The objectives of the three
meetings were as follows:

Meeting 1: e Identifying common industry needs
(mid-June) e Setting priorities for action

Meeting 2: ¢ Matching regional resources with industry potential
(mid-July) e Exploring a future industry cluster vision
¢ Narrowing the possible action areas

Meeting 3: ¢ Completing Business Plans for initiative implementation
(September) ‘

Attendance at the working group meetings ranged from a high of 80 attending the first
Technology-Intensive group meeting to a low of 8 attendees at the third Apparel and Textiles
group meeting.

| 21ST CENTURY JOBS INITIATIVE SURVEY

A survey was undertaken in July to gather information from a more diverse array of leaders within
East Tennessee. This survey involved a non-random sample of 1500 business and community
leaders from East Tennessee. Non-random sampling techniques were used in order to get input
from a majority of the region’s business and community leaders. While a random sample was not
used for this survey, every effort was made to distribute surveys to leaders in all 15 counties of
the Resource Valley region. Six hundred individuals
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The purpose of the survey was to discover perceptions in the region on the facilitators and
inhibitors of economic growth and new business formation. A detailed discussion of the survey
findings can be found in Section III of the Final Report.

Highlights from the survey findings were:

® Our region possesses a strong technological base of knowledge.

® We have competitively priced land and a pro-business environment.
¢ Our quality-of-life ranked highly among respondents.

¢ Leaders are concerned about protectmg the region’s natural assets and resources to maintain
our quality-of-life.

® We must learn to harness the region’s technology base to form new business enterprises.

I FINDINGS AND ACCOMPLISHMENTS

The initial phase of the 21st Century Jobs Initiative has accomplished the region’s goals and
objectives. Listed below are highlights of the-findings and accomplishments during the first year:

e For the first time, economic data on the fifteen county regional economy has been gathered
and analyzed.

» From this analysis, eight economic clusters have been identjfied. These clusters form the
“backbone” of our economy. While they represent 30% of all employment in the 15 counties,
the other 70% of jobs in our economy depend on these eight clusters.

¢ Employment growth in our five traditional manufacturing clusters is forecast to remain steady
or decline over the next ten years.

¢ Rapid increases in employment growth are expected in the Business and Fmanmal Services
cluster and the Tourism cluster.

e Supply gaps or gaps in our economic clusters have been identified. Our consultant team
examined the purchasing patterns for raw materials and finished products in our region. From
this analysis, they identified products and services where demand was not being met by
regional suppliers. This “Supply gap analysis” will enable our economic development
professionals to more effectively target business and industries.

e Unique opportunities exist in this region to infuse our traditional manufacturing processes
with new technologies emerging from the Oak Ridge Complex. These opportunities have been
identified and categorized by cluster.

o Issues have been articulated that are important to the vast majority of East Tennessee’s
business and community leaders.

¢ Specifically, these issues have been grouped into five “Big Ideas” for our region:

a) Educate and train a world-class workforce
b) Grow the jobs of the 21st century
¢) Make Oak Ridge’s technology more accessible
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d) Connect the Valley to the world
e) Market East Tennessee as the place to be

e The regional leadership is now working tdgether to implement these five “Big Ideas.”

o Thirty business plans were formulated by the cluster working groups. Each one of these
business plans was scored by the working groups and then given an average “readiness” score
based on the perception of its readiness for implementation.

e A “blueprint” for action has been formulated by the cluster working groups drawing on the
regional economic analysis.

¢ Tennessee's Resource Valley intends to develop a marketing plan based on the cluster
approach to economic development.

I PROGRESS MONITORING

Perhaps the greatest accomplishment of the 21st Century Jobs Initiative is that a framework has
been created for our business and community leaders to collectively solve problems in the future.
Our consultant team has assured us that communities which survive into the 21st century will be
those that have learned to work together to solve today’s problems and anticipate tomorrow’s
challenges.

Tennessee's Resource Valley will track the progress of the 21st Century Jobs Initiative by
facilitating the implementation of the “Five Big Ideas” that emerged from the consultant team’s
recommendations. A full-time project manager, Allan Wimmer, will oversee the implementation
and present a progress report on a quarterly basis to the Tennessee's Resource Valley Board of
Directors and on an annual basis to the Department of Energy. Plans are also underway to
produce an “Economic Report to the Region” in conjunction with the University of Tennessee
Business School. The University of Tennessee School of Planning intends to assist in producing
an annual update of the benchmarking report, “Benchmarking East Tennessee’s Economic
Capacity.”

Tennessee's Resource Valley will continue to facilitate the implementation of the 21st Century
Jobs Initiative by working closely with regional business and community leaders. In some cases,
Tennessee's Resource Valley will take the lead role (i.e. marketing). In others, Tennessee's
Resource Valley staff will provide more of a supporting role. Nevertheless, Tennessee’s Resource
Valley has a strong Board of Directors comprised of private and public sector leaders that will
continue to work toward improving our regional economy and lessening our dependence on
federal funding with the goal of increasing our economic prosperity.




TENNESSEE'S RESOURCE VALLEY
1995 BOARD OF DIRECTORS

Name and Address Title Term Expires
Darrell Akins Chairman 7/97
President

Akins and Tombras
P. 0. Box 15171
Knoxville, TN 37901
637-0251

Fax 637-0254

Williams E. Arant, Jr. Director 1/96
Managing Partner

Glover, Ingram and Arant

Arcade Building

618 South Gay Street

Knoxville, TN 37902

523-1966

Fax: 521-7323

Edward J. Boling Director 1/96
President Emeritus

The University of Tennessee

731 Andy Holt Tower

Knoxville, TN 37996

974-3500

Fax: 974-3074

David Bolling Director 10/98
County Executive

Anderson County Courthouse

100 North Main

Clinton, TN 37716-3615

457-5400

Fax: 457-5491

Chuck Bryant Director 7/98
President/COQO

Union Planters Bank

900 South Gay Street

Knoxville, TN 37902

549-2242

Fax: 549-2236

Donna Cobble Director 10/96
COO

Cobble Personnel

1801 Downtown West Blvd.

Knoxville, TN 37923

531-9306

Fax: 531-9353

10/95
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‘Name émd Address

Pete Craven

Chairman of the Board

Integrated Computer System,. Inc.
215 South Rutgers Ave.

Oak Ridge, TN 37830

482-1999

Fax: 481-0921

Bill Crisp

Blount County Executive
341 Court Street

Maryville, TN 37804-5906
982-1302 '
Fax: 977-1276

Max Crotser
Publisher

The Daily Times
P.O. Box 9740
Maryville, TN 37802
981-1134

Fax: 981-1175

Terry Douglass
President

CTI PET Systems, Inc.
P.O. Box 22999
Knoxville, TN 37933
966-7539

Fax: 966-8955

Gordon G. Fee

President ‘

Lockheed Martin Energy Systems, Inc.
P. O. Box 2009

Oak Ridge, TN 37831-8002
574-3620

Fax: 576-3806

Larry Fleming

General Manager
Knoxville Utilities Board
626 South Gay Street
Knoxville, TN 37902 -
524-2911 ~
Fax: 594-7519

10/95

Title

Director

Director

Director

Director

Director

Director

Term Expires
7/98

7197

7/98

7/98

10/97

7/98
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Name and Address Title Term Expires
Gerald Gibson Director 7/98
President :
Maryville College

502 East Lamar Alexander Parkway
Maryville, TN 37804-5507
981-8102 .

Fax: 981-8010

Alan Guy - Director 7/98
President

Ft. Sanders Alliance

1901 Clinch Avenue

Knoxville, TN 37916

541-2801

Fax: 541-2810

Bruce Hartmann ' Director 7/97
General Manager '

Knoxville News-Sentinel Company

P. O. Box 59038

Knoxville, TN 37950-3038

521-8192

Fax: 673-3483

Joe A. Hollingsworth, Jr. Director ‘ 7/97
President .

The Hollingsworth Companies

Two Centre Plaza

Clinton, TN 37716

457-3600

Fax: 457-0492

Tom Hill Director 10/96
P. O.Box 5943

Oak Ridge, TN 37831

483-1077

Joseph E. Johnson Director 10/97
President

The University of Tennessee

831 Andy Holt Tower

Knoxville, TN 37996-0180

974-2241

Fax: 974-3753

Eugene Joyce Director 10/96
103 West Overlook Drive

Oak Ridge, TN 37830

483-6842

Fax: 482-1976

10/95
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Name and Address

Fred Lawson
President/CEQ
BankFirst '

P.O. Box 10
Knoxville, TN 37901
595-1150

Fax: 595-1168

Larry Mauldin
President and CEO
Third National Bank
of East Tennessee

. 700 East Hill Avenue
Knoxville, TN 37915
544-2184

Fax: 544-2259

Charles Mercer

Executive Vice Chancellor
University of Tennessee

1924 Alcoa Highway, Box 80
Knoxville, TN 37920
544-9430

Fax: 544-9429

Jack E. Reese

UT Learning Research Center
Suite S, Hoskins Bldg.

The University of Tennessee
Knoxville, TN 37996
974-2459

Fax: 974-2944

Brad Sayles

President

American Fidelity Bank
P. O. Box 369

Alcoa, TN 37701-0369
977-0800

Fax: 983-1337

William H. Swain
Chairman of the Board
First National Bank

P. O. Box 4699
Oneida, TN 37841
569-8586

Fax: 569-9826

10/95

Title

Director

Director

Director

Director

Director

Director

Term Expires
7/98

7/97

7/98

10/96

1/97

10/97
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Name and Address

John B. Waters, Jr.
Attorney

Waters & Company
119 Commerce St.
Sevierville, TN 37862
453-1051

Fax: 428-5501

Larry Waters

County Executive
Sevier County

125 Court Avenue
Room 201E
Sevierville, TN 37862
453-6136

Fax: 453-6830

Bill G. Williams

General Manager

Rhyne Lumber Company
P. O. Box 709

Newport, TN 37821
623-2324

Fax: 625-0356

Immediate Past Chairman

T. K. Wright

105 Clayton Way

Oak Ridge, TN 37830
483-6137

10/95

Title

Director

Director

Director

Term Expires
10/97

7/98

10/97




