connectkentucky Stimulates Kentucky’s Economic Growth

Providing Prosperity to the Future Workforce

Executive Summary
Without a strong information technology and communications infrastructure, it would be impossible to grow cutting-edge bio-tech, energy, life sciences or health and human service industries. However in 2001, Kentucky ranked 39th among all states for “high-tech” workers and none of its large cities were on the Cybercities
 ” list of top technology cities. While Kentucky’s knowledge-based employment trends are better than other industries within the Commonwealth, these same trends lag behind national averages. 
Still, Kentucky has a competitive advantage within this sector in three areas. First, Kentucky has developed a number of firms with key pieces of intellectual property and resources with the know-how to grow and scale Information Technology businesses. Second, the size of the Information Technology and Communications (IT/C) sector is smaller than the average nationally (employing an average of 13 employees) and these firms have highly scalable business models and organizations. Third, the average annual salary for individuals in this sector is significantly below national averages at $43,375
, which may provide an incentive to companies from outside of the Commonwealth to relocate. 

In May 2002, a landmark public-private partnership called connectkentucky was launched in collaboration with Kentucky’s Office for the New Economy and the Center for Information Technology Enterprise. This initiative set out to determine what the Commonwealth’s technology infrastructure looked like in each region? What was the availability and affordability of high-speed Internet access? Who and how were businesses and individuals using technology? 
connectkentucky research activities encompassed six studies and a membership of more than twenty-four public-private partners. Its exploration focused on: business use, consumer use, government use and infrastructure mapping. The data collected pointed toward the need to embrace technology, re-engineer economic development efforts, 
and use commercial innovation to ensure the prosperity of Kentuckians. This initiative has been the impetus in the transformation of Kentucky Commerce, Business and Government processes. Through eGovernment, Kentucky’s communities have achieved valuable cost-savings in the fulfillment of daily services such as licensing fees, purchasing goods through reverse auctions, teleconferencing capabilities and advancements in security. 

In addition, in just three short years, Kentucky’s New Economy has generated more than $6 million in new annual tax revenue and has leveraged an infrastructure investment of $73 million into $175 million in public and private sector investments, resulting in a 2.5-to-1 ROI (return on investment). Assuming 1998-2001 growth trends continue, Kentucky has the potential to add an additional 25,000 jobs in knowledge-based industries by 2015, comprising 4.2 percent of the state’s private sector labor. With continued momentum, partnerships like connectkentucky will drive change and provide bright futures with tremendous opportunities for Kentuckians for years to come.
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a. Description of connectkentucky project:
In May 2002, a landmark public-private partnership called connectkentucky was launched in collaboration with Kentucky’s Office for the New Economy and the Center for Information Technology Enterprise. This three-year initiative has included research activities encompassing six studies and a membership of more than twenty-four public-private partners. The research studies encompassed; business use, consumer use, government use and infrastructure mapping.
Through its analysis, the data collected through connectkentucky  points toward the information technology and communications business cluster as an enabler to every potential “new economy” industry sector in Kentucky and across the nation. Technology is revolutionizing where and how we do business. In Kentucky, the need to embrace technology, re-engineer economic development efforts, and use commercial innovation is vital to its prosperity. 
With support from the Commonwealth’s Office for the New Economy, Federal and State public partners, and private sector firms, connectkentucky has developed strategically important initiatives that leverage partnerships to serve as a catalyst for high-tech economic development and foster the growth and development of the information technology cluster of businesses in the Commonwealth.
The strength and success of connectkentucky is the participation of its public and private partners. These partners have shaped strategy and supported the implementation of a critical IT strategic plan for Kentucky. The connectkentucky Steering Committee consists of representatives from: Alltel, Ashland Inc., Bank One, Belcan, BellSouth,     the Center for Rural Development, Cincinnati Bell, Commonwealth Industries, CSX Corporation, The Governor’s Office for Technology, Humana Inc., Insight Communications, Kentucky Appalachian Commission, Kentucky Community and Technical College System, Kentucky Innovation Commission, Kentucky League of Cities, LeapFrog, Murray State University, Nortel Networks, Northern Kentucky University, the Office for the New Economy, Qwest Communications Inc., Scotty’s Development, Toyota Motor Manufacturing, University of Kentucky, University of Louisville, UPS, USEC, Western Kentucky University and Yum! Brands, Inc. The Steering Committee is led by Co-Chairmen: Mr. John R. Hall, retired Chairman of the Board and Chief Executive Officer of Ashland Inc. and Dr. William G. Brundage, PhD., Kentucky Commissioner for the New Economy. Information about the partnership can be obtained at www.connectkentucky.org 
(See Report 2003 and Report 2002)
b. Significance of connectkentucky mission and technology indicators

The following three goals were established to increase the competitiveness of the Commonwealth in the Knowledge Economy: 1) to increase public awareness of the benefits of eCommerce, eGovernment, and eLearning to Kentucky’s businesses, governmental agencies and citizens, 2) to create and implement market-driven strategies that increase business, consumer and government use of the Internet, and   3) to implement public policy initiatives that promote competition and eliminate regulatory barriers, increasing Internet usage and broadband deployment throughout Kentucky.

To accomplish these goals, 19 action strategies and 12 success measures were identified as critical for the connectkentucky project. 
Within the public awareness arena                                                                           connectkentucky deployed a comprehensive website focused on technology policies, research, innovative success stories  and state mapping of DSL and Cable Modem coverage. The organization worked with Kentucky Chambers of Commerce to initiate e-Business Seminars and publicize government and small business Internet best practices.  
To encourage market-driven strategies 

connectkentucky worked with the private sector to provide healthcare benefit services in rural markets through human resource information systems solutions. In addition, connectkentucky developed a business plan and blueprint for rural eLearning that addresses the need to diversify the agribusinesses among farmers and rural farm families. 
To encourage public policy initiatives that promote competition
connectkentucky worked with Northern Kentucky University to introduce iNet legislative tracking and actively responded to legislative inquiries regarding the Commonwealth’s broadband infrastructure. In addition, progress was made with numerous counties and communities to develop business plans and deployment options for high-speed fiber and wireless networks.
Within a two year time period, connectkentucky, identified key technology indicators. Of these indicators, the business sector nearly doubled its technology use to 64 percent, while small business and individuals continue to lag behind the national average due to affordability and availability issues.  In 2003, 75 percent of Kentuckians were still without a broadband connection at home. Ten percent of Internet users reported having been online for less than one year, implying that Internet usage is continuing to grow.  
The digital revolution is driving education and today's knowledge-based economy.  Information technology (IT) accounts for a sixth of the total U.S. economy and is creating jobs five times faster than the rest of the economy. Rural businesses without broadband Internet access suffer a loss in relation to competition against urban businesses that have greater market reach and penetration. Based on recent studies
 it is estimated that full-scale broadband deployment could potentially create 14,000 jobs and add more than $5 Billion to the Gross State Product (GSP) in Kentucky. The studies cite broadband deployment as the next step to creating a new networked economy.
c. Benefits to Kentucky’s workforce
Typically, information technology and communication companies have grown-up around Mecca's of intellectual capital like Austin, Boston, and Silicon Valley. In Kentucky, firms in the knowledge-based economy employ more than 50,000 workers, or about 3.4% of the private sector labor force.  Of those, 30,000 are employed in the Information Technology and Communications Cluster (IT/C) with wages approximately 50 percent higher than the state average, above $40,000 per year. Information Technology firms are increasing at an average annual rate of 6.6%. 
However, Kentucky has a competitive advantage within this sector in three areas. First, Kentucky has developed a number of firms with key pieces of intellectual property and resources with the know-how to grow and scale Information Technology businesses. Second, the size of the IT/C sector is smaller than the average nationally (employing an average of 13 employees) and these firms have highly scalable business models and organizations. Third, the average annual salary for individuals in this sector is significantly below national averages at $43,375
, which may provide an incentive to companies from outside of the Commonwealth to relocate. 

By developing applications that ultimately drive the demand for high-speed technology in rural and urban areas, Kentucky has the opportunity to achieve significant growth in this sector over the next ten years. CITE the administrator for connectkentucky is leveraging public and private sector investments, as a tax exempt 501c (3) organization, to multiply investments and reduce risks in projects and opportunities for Kentucky’s Information Technology Cluster. Through the use of technology applications that help drive adoption and provide growth for current businesses and industry, CITE and connectkentucky are encouraging new economic development within the Commonwealth.
d. The Return on Investment (ROI), Building the IT Cluster in Kentucky
By providing incentives to existing and potential IT/C firms, a buildup of data management and application hosting businesses as well as software development firms would continue to evolve and flourish within the Commonwealth.
Projected Outcome(s):

· Five-Years:  
1,969 firms in Kentucky employing 44,080 people.  

Average salaries @ $55,358

Total Annual Payroll:  $2.44 Billion

· Ten-Years:
2,513 firms in Kentucky employing 64,768 people.

Average salary @ $70,653

Total Annual Payroll:  $4.58 Billion
Kentucky’s competitive advantage within the IT/C sector: 1) Firms with key pieces of intellectual property and resources, providing the know-how to grow and scale Information Technology Businesses. 2) A smaller business sector than the national average nationally                                                (employing an average of 13 employees) with scalable business models/organizations. 3) The average annual salary in the IT/C sector is significantly below national averages at $43,375
, providing a greater incentive to companies from outside of the Commonwealth to relocate.
CITE’s work focuses on creating critical mass within the information technology and communications cluster in Kentucky. Through the connectkentucky initiative, CITE began its Business Solutions Group focus on Rural Broadband Deployment.  Through its work, CITE assists rural communities in the development of technology solutions through deploying world-class broadband applications. 
Like several other southern states, Kentucky essentially has two economies. One is typified by the University of Kentucky’s Coldstream Research Campus that boasts a pool of highly trained workers and a well-developed IT infrastructure. But the state's other economy includes some of the nation's poorer communities, depending on sluggish manufacturing and agricultural businesses, such as tobacco farming. Kentucky’s overall economy has been based on lower-wage and lower-skilled labor in rural areas.
1.) ROI for Kentucky Farm Families

Within the $2 billion business of agriculture in Kentucky there are approximately    90,000 farmers, mostly part-time, of which half supplement their incomes in tobacco production. As the state moves beyond a tobacco-based farm economy, Kentucky farmers and their families must find new ways to sustain their rural way of life. 
In 2003, according to the University of Kentucky Extension, $22 million in additional income was realized by Kentucky farmers who adopted new practices.
In the past 10 years, farming has entered a dramatic new restructuring. Information technology and modernization have the potential to ensure that knowledge and information on important methods and practices are put in the hands of rural farmers. Coupled with deployment of broadband, these technolgies tied to eLearning can provide agribusinesses with early warning systems (drought, pests, diseases), credit information, market prices and competitor related data.

The development of the Rural eLearning Agricultural Program (REAP) is another avenue that CITE and its private sector partners are pursuing through the development of an Internet portal. The portal would provide instant access to eLearning and value-added farming information. Through technology, this agricultural learning portal will combine news, weather, farming best practices, financial markets, software applications, agricultural service providers, and most importantly, eLearning courses to help farmers and their families learn new ways of doing business.  

Summary Sustaining the IT/C Cluster in Kentucky
Assuming that growth trends continue, Kentucky has the potential to add an additional 25,000 jobs in knowledge-based industries by 2015, comprising 4.2 percent of the state’s private sector labor. With continued momentum, public-private partnerships like connectkentucky will drive change within the Commonwealth.

Through the advancement of the IT/C cluster, we have the ability to improve the standard of living for millions of Kentuckians. The real value of boosting the IT/C is interconnecting businesses and its citizens to share more information, produce more, and eliminate duplicate processes. To support the growth of the IT/C cluster, it is vital for Kentuckians to have high-speed Internet access which provides access to advances in medicine, lifelong learning opportunities and a general improvement in the quality of life for citizens. 
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