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Raising Arizona was the challenge of the 20th century.
Sustaining Arizona is now the challenge of the 21st. A
crucial part of that task is not just understanding today’s
knowledge economy, but mastering it.

If the state makes this fundamental transition, the brief
history of Arizona'’s future will read simply: They succeeded
in the second stage. Human capital took its rightful place
as a chief component of competitiveness. As a result, the
story will go, Arizona moved into the top ranks of
economic leadership after years in the second tier. Equity
and prosperity resulted too. Most important, the state was
ready for the next stage of competition. This happy ending
for Arizona, of course, has been envisioned repeatedly over
time. And in fact, a variety of human capital policies and
programs to achieve it are in place. However, many would
say that human capital is an area of unfinished business
for Arizona. The Arizona Minority Education Policy Analysis
Center (AMEPAC) developed To Learn and Earn to highlight
the issues and asked Morrison Institute for Public Policy at
Arizona State University to support the effort with research
and analysis. In turn, AMEPAC will present the issues to
Arizona stakeholders for their feedback. This process will
kick off a multi-partner series of policy action projects. The
first results will be presented in November 2009 at the
next human capital conference presented by the Arizona
Commission for Postsecondary Education.

Ray and Charles Eames debuted their film Powers of 10 in
1977. In nine minutes, the viewer zooms from a picnic in
a park to a view of the universe from outer space back to
being inside the smallest cells in the human body. For
decision makers, the lesson is clear: each level offers
crucial input for wise choices. To Learn and Earn: Arizona’s
Unfinished Business in Human Capital applies this idea
and considers education, the economy, and employment
from 30,000 feet, 10,000 feet, and on the ground. As a
result, AMEPAC poses questions that it expects to answer
in concert with its partners.

With the input from these perspectives, we know that
science and technology are driving global economic
changes and that competition is white hot. We know that
economic growth is now based on ideas and innovation,
which are often based on scientific and technological
advances. We see Arizona’s disconnects. But we need to
know much more about the experiences among Arizona's
workers, particularly the low skill and minority students
and employees who are increasingly important to the labor
force. We should know more about how students, workers,
employers, and policy leaders make decisions and how to
align those choices with the state’s quest for an equitable,
high wage knowledge economy.

To Learn and Earn raises the following questions for on the
ground studies:



* What should career planning be and do in Arizona’s
PK-12 system?

* How do students and parents view “good” jobs and
the preparation needed to obtain them? Are those
perceptions accurate?

e If, where, when, and how are students who have
dropped out coming back?

* What would young adults who are employed and
unemployed say about their secondary and
postsecondary time and its relationship to their work
experiences?

* Where are yesterday’s students now?

* What do their experiences say about successful school
to work transitions in Arizona? How can more
Arizonans make these transitions?

* What will bring low-skill adults back to learning in
companies and educational institutions?

* What will improve the chances of those already
participating in learning to complete courses,
transition to quality career paths, and stay on them?

* What models are working best for Arizona employers
in learning, training, and upgrading?

* What lessons should educators and policy makers take
from employers’ experiences?

* What do past studies say about workers’ decision
making processes?

* Given new information and insights, what policies will
help complete Arizona’s unfinished business?

* What specific tools will help Arizona continue to align
education with workforce needs and truly integrate
education, economic development, and employment?

These questions would be answered through in-depth
interviews and surveys with students, policy leaders, and
workers, as well as case studies of employers. Follow up
surveys with a sample of recent graduates and workers
would provide information about Arizona’s schools and
employers. The surveys and interviews could show rural

and urban differences in addition to the experiences among
immigrant, minority, and older workers for example. The
research for this project would present broad, rich
information on a scale that has rarely been available in
Arizona. At this critical time for public budgets, economic
possibilities, and individuals’ careers, there is an
opportunity to understand how Arizonans think and feel
about work, education, and the future. The outcome would
be greater capacity to:

° revamp resources
* develop priorities
* target policies

* involve employers

e change mindsets

Every state and nation is scrambling to master the
demands of an innovation economy. Yet, understanding the
big picture by itself is not enough. If Arizona is successful
in learning more about experiences on the ground,
adjusting to the demands of the 21st century economy will
be easier. Indeed then, the brief history of the future for
Arizona will be one to celebrate.



aising Arizona, according to an astute state observer, was the challenge of the 20th century. Sustaining Arizona is now the
challenge of the 21st.? A crucial part of that task is not just understanding today’s knowledge economy, but mastering it.

If the state makes this fundamental transition, the brief history of Arizona’s future will read simply: They succeeded in the
second stage. Arizonans committed the energy and resources needed to create a top-notch homegrown workforce, while also
attracting the best and brightest from around the world. Human capital took its place as a chief component of competitiveness.
As a result, the story will go, Arizona moved into the top ranks of economic leadership after years in the second tier. Equity and
prosperity resulted too. Most important, the state was ready for the next stage of competition.

This happy ending for Arizona has been envisioned repeatedly over time. And in fact, a variety of human capital policies and
programs to achieve it are in place. However, many would say that human capital is an area of unfinished business for Arizona.
The Arizona Minority Education Policy Analysis Center (AMEPAC) developed To Learn and Earn to highlight the area and asked
Morrison Institute for Public Policy at Arizona State University to support the effort with research and analysis. In turn, AMEPAC
will present the issues to Arizona stakeholders for their feedback. This process will kick off a multi-partner series of policy action
projects. The first results will be presented in November 2009 at the next human capital conference presented by the Arizona
Commission for Postsecondary Education.

To Learn and Earn is nothing if not timely. This latest recession has hit Arizona’s economy harder than most, touching every
industry. Job losses in the past year have been steep. Months of unemployment increases have put the state’s jobless rate at
above 7%, a level lower than the national figure, but one not seen here for more than a decade. Declines in personal income
and housing values have been sharp. State and local tax revenues have declined. The litany of recent bad economic news joins
long-standing disparities between majority and minority Arizonans and the financial stresses of budget deficits to refocus
attention on Arizona’s competitiveness. The spectre of an uncompetitive economy over the long term and the reality of strains on
education and workforce development at all levels have swelled the ranks of those who wonder how Arizona will ever prevail in
the high-wage knowledge jobs that are the 21st century’s greatest economic prize. This uneasy sense makes this the right time
to look again at the intersection of education, the economy, and employment. As New York Times columnist Thomas Friedman
noted recently: “You can’t be too honest in describing big problems, too bold in offering big solutions, too humble in dealing with
big missteps, too forward in re-telling your story or too gutsy in speaking the previously unspeakable.”?

Friedman’s advice is timely because human capital issues are complex. There is a multitude of players, and many forward-
looking policies are costly to implement at a workforce scale. Still, Arizona as an economic leader is a vision powerful enough to
keep AMEPAC and many other organizations working to achieve it.



Ray and Charles Eames, the creative geniuses behind many iconic 20th century designs, debuted their film Powers of 10 in
1977. In nine minutes, the viewer zooms from a picnic in a park to a view of the universe from outer space back to being inside
the cells of the human body. The journey is a powerful lesson in perspective. For decision makers, the lesson is clear: each level
offers crucial input for wise choices. To Learn and Earn: Arizona’s Unfinished Business in Human Capital applies the Powers of
10 idea. As a result, this paper looks at issues and demands from three perspectives: 30,000 feet, 10,000 feet, and on the
ground. Each level provides insights vital to Arizona finding new ways to develop a quality workforce suited to “stimulating
innovation, creating wealth, and promoting economic growth.” To Learn and Earn concludes with questions that AMEPAC sees
as a starting point for working with partners throughout Arizona.

Global and national trends
Statewide statistics

Individuals’ and employers’ knowledge,
attitudes, values, and experiences



INNOVATION,
TALENT, AND
URGENCY:

The View from

30,000 FEET

From this bird’s-eye view—the one from which the

knowledge economy is perhaps most often discussed—
Arizonans see the trends shaping the economy and the
workforce issues related to them. The results from many
recent reports, six of which AMEPAC chose for profiles
here, can only be described as sobering. The news about
internal and external threats to U.S. competitiveness, the
effects of aging and slow labor force growth, lingering
disparities, inadequate skills, and the need to reinvent
lifelong learning indicate how extensive adjustments will
have to be. Few will miss the dramatic implications for
Arizona.

Rising Above the Gathering Storm: Energizing and
Employing America for a Brighter Future®

TAKEAWAYS:

* Science and technology produce innovation, which
begets economic growth and quality jobs.

» U.S. science and technology leadership is threatened by
many situations, including shortcomings in developing
and maintaining human capital. Leadership can be
regained only with big, bold actions, such as the 1960s
effort to put Americans on the moon.

* STEM (science, technology, engineering, and math)
education is at the heart of progress.

* All things considered, today’s underutilized minority
groups are key to meeting the scale and scope of
workforce demands.

One of the nation’s most prestigious groups of intellectual
leaders produced Rising Above the Gathering Storm in

It is easy to be complacent about U.S.
competitiveness and preeminence in science and
technology. But the world is changing rapidly, and
our advantages are no longer unique.

—Rising Above the Gathering Storm: Energizing and
Employing America for a Brighter Economic Future

2005 and updated it in July 2008. The Committee on
Science, Engineering, and Public Policy of the National
Academy of Sciences and National Academy of Engineering
combined its concerns and resources with those of
congressional committees. University presidents, corporate
leaders, Nobel laureates, and other experts were appointed
to the Committee on Prospering in the Global Economy of
the 21st Century: An Agenda for American Science and
Technology. The members oversaw research on the status
of science and technology, education, employment, and
other issues, along with the nation’s global economic
status. After the results were in, the authors expressed
deep concern about the erosion of American scientific and
technological prowess and potential, when other countries
were increasing theirs. They noted how declining
competitiveness would reduce the U.S. standard of living
and decried the “brain waste” that has resulted from
immigration policies that push some of the best and
brightest minds out of the U.S. These shortcomings stood
in contrast to descriptions of the critical roles science and
technology are expected to play in solving problems in such
areas as public health, environmental quality, and
sustainability. Members recommended:

* 10,000 Teachers, 10 Million Minds, and K-12
Science and Mathematics Education: Increase
America’s talent pool by vastly improving K-12
science and mathematics education.

» Sowing the Seeds Through Science and Engineering
Research: Sustain and strengthen the nation’s
traditional commitment to long-term basic research
that has the potential to be transformational to
maintain the flow of new ideas that fuel the economy,
provide security, and enhance the quality of life.



* Best and Brightest in Science and Engineering Higher
Education: Make the United States the most attractive
setting in which to study and perform research so that
we can develop, recruit, and retain the best and
brightest students, scientists, and engineers from
within the United States and throughout the world.

* Incentives for Innovation: Ensure that the United
States is the premier place in the world to innovate;
invest in downstream activities such as manufacturing
and marketing; and create high paying jobs based on
innovation by such actions as modernizing the patent
system, realigning tax policies to encourage
innovation, and ensuring affordable broadband access.

Rising Above the Gathering Storm sounded a familiar
alarm with such force that the authors hoped it would
prompt renewed commitment and greater investments in
people as well as in science and technology.

America’s Perfect Storm:
Three Forces Changing Our Nation’s Future*

TAKEAWAYS:

* Economic demands are likely to be unmet because of
declines in knowledge and learning.

* Many Americans, native born and foreign born, lack
the reading and math skills to do what employers
need done.

* Many workers will be left behind just when they will
be needed most, given slow labor force growth and

aging.

Prominent labor economists and educators analyzed the
convergence of three overarching trends that are evident
throughout the U.S.

1. Substantial disparities in skill levels: Large
segments of students and adults in the U.S. have
inadequate reading and math skills.

2. Significant, undeniable economic changes:
Widening wage gaps are a result of the continuing
evolution of the nation’s economy and job
structure, requiring higher levels of skills from an
increasing proportion of workers—many of whom
are unprepared.

3. Sweeping demographic shifts: An ongoing shift in
the U.S. demographic profile, which is powered by
aging and immigration, is shining an intense
spotlight on the reality of less education and skills
among more people.

If anyone questioned that new demographics, skill
disparities, and increasing demands are affecting every
state, this report from ETS would put that doubt to rest.
Each of the three forces is powerful, the authors say, but
their combination is triply important and a cause for
concerted, sustained action in education, training, and
immigration reform. The scholars conclude that by 2030
the average levels of literacy and numeracy in the working-
age population will have decreased and inequality will have
increased. As more highly educated people leave the
workforce, their replacements will have lower levels of
education and fewer skills. At the same time, nearly half of
anticipated job growth will be concentrated in occupations
with greater skill demands. This will leave millions of
residents unable to obtain quality jobs. The authors
conclude that the United States is at a crossroads and
must determine “whether we will continue to grow apart or,
as a nation, we will invest in policies that will help us to
grow together.” They speak with urgency also. “There is
little chance that economic opportunities will improve
among key segments of our population if we follow our
current path. To date, educational reform has not been
sufficient to solve the problem. National test results show
no evidence of improvement over the last 20 years. Scores
are flat and achievement gaps persist. Hope for a better
life—with decent jobs and livable wages—will vanish
unless we act now.”

A Future of Good Jobs?
America’s Challenge in the Global Economy?®

TAKEAWAYS:
* Health insurance and health costs affect employment.

* Education is vital, but training deserves renewed
commitment too because skills are developed in a
variety of ways.

* Learning and working should go hand in hand for
youth and adults, instead of education being separate
from work.

* Low skill workers warrant special policies because of
workforce needs and social costs.

Eight prominent economists responded to what the editors call
the “fundamental economic policy challenge facing our
country in an age of intense global competition...Can the U.S.
economy generate healthy growth of ‘good’ jobs—jobs that
will ensure a steady improvement in the standard of living for
the middle class and that will offer a way out of poverty for
low income Americans?” This compilation of articles from
employment experts focuses on six workforce imperatives,
including:



* Improve the skills of American workers.

* Address the crisis in employer-sponsored health care.
* Minimize the effects of dislocation.

* Remove barriers for older workers.

* Improve job quality for low-wage workers.

* Address the serious situation of the disadvantaged.

These challenges stem from what the authors see as
underappreciated signs of trouble for U.S. workers:
“Growing inequality, declining coverage and generosity of
benefits, less job security, and a sharp drop in employment
among low-educated men.”

Reach Higher, America:
Overcoming Crisis in the U.S. Workforce®

TAKEAWAYS:

» Workforce demands require low-skill workers to become
part of the high-skill pool.

* Limited literacy and skills among current adult
workers are a crisis that the U.S. can no longer afford.

* To reduce poverty and inequality and serve economic
needs, the skills of many Americans will have to be
expanded.

This report from the National Commission on Adult
Literacy introduces a “20, 20, 2020" plan to renew the
nation’s workforce and expand employment possibilities for
millions of Americans. This leadership group recommended
investing $20 billion in redesigned adult education and
workforce services to help 20 million people annually by

2020. Those who are “unemployed; low skilled incumbent
workers; immigrants with limited or no English; parents or
caregivers with low basic skills; incarcerated adults; high
school dropouts; and high school graduates not ready for
college” deserve far more attention considering they
comprise so much of the current and future workforce.
Their work also notes how K-12 and higher education
topics have overshadowed adult education, private
postsecondary programs, and “second chance” workforce
programs. Despite the importance of K-12 and higher
education, Reach Higher highlights that two-thirds of the
workforce are beyond the reach of traditional systems.
Adults have been left largely to the public workforce
investment system and adult education organizations,
which they see as relics of a different time, even with the
notable changes of recent years. Since a high school
diploma is just barely a workforce calling card these days,
those with limited skills or without credentials are at a
significant disadvantage. At the same time, the quality
workforce called for by employers and experts in other
reports—in terms of numbers, “hard” and “soft” skills, and
learning capacity—is impossible to attain and maintain if
adults are ignored.

The report notes that “middle skill” jobs—those that
require some postsecondary education or training but not a
bachelor’'s degree—comprise about 40% of new openings
and approximately 50% of all jobs. These jobs can provide
realistic routes to the middle class for thousands of low
wage workers. In addition, middle skill jobs often support
high skill work (think of the technician needed to help the
scientist). Reach Higher also discusses the positive
connections between parents’ achievements and children’s
learning. It spotlights how employment success and
educational attainment relate to greater civic
engagement, health, and public revenue.

Population, 2006

Nearly 1 in 5 of Arizona’s Working-age Population (16 years+)
Is Foreign Born, Selected Characteristics, Working-age

The National Commission on Adult Literacy
recommends a federal Adult Education and

] Economic Growth Act to overhaul adult education
Arizona and workforce skills training. The act would also
Characteristics prompt states to integrate adult education and
Total working-age population 4,710,000 | 233,142,000 workforce and economic development better.
o Substantial roles are envisioned for nonprofit
% Hispanic 254 13.2 organizations, community colleges, and technology.
% Foreign born 18.0 15.0 Reach Higher renews consideration of that portion
of the nation’s labor force which many have
% Total with less than H.S. diploma 46.6 48.8 forgotten or given up on and shines a light on their
% Hispanic with less than H.S. diploma 70.2 69.6 importance as an underutilized economic resource.
% Foreign born with less than H.S. diploma 68.4 57.4

Source: Arizona: Population and Labor Force Characteristics, 2000-2006, Pew Hispanic

Center, January 2008.



Beyond Social Justice: The Threat of Inequality to
Workforce Development in the Western United States’

TAKEAWAYS:

* Majority/minority disparities are now an economic
drain, not just an ethical issue.

* State treasuries would benefit from erasing disparities
because of revenue growth from higher earnings.

* Arizona’s majority/minority disparities rank in the
middle of Western states.

Beyond Social Justice starkly describes the economic and
educational disparities among majority and minority
residents in the U.S. and particularly in Western states.
Prepared by the National Center for Higher Education
Management Systems for the Western Interstate
Commission for Higher Education (WICHE), this report
compares educational, workforce, and earnings status
among minority groups and Whites and paints a dire
picture of the future if solutions are not found. “In the
West, Hispanics will soon be the majority population. Yet
at nearly every stage in the education process, the systems
of education in the West serve Hispanics at the lowest rate
of any racial/ethnic population. As a result, they continue
to represent the majority of workers employed in low-skill,
low-wage jobs. Though Black non-Hispanics and American
Indians/Alaska Natives represent smaller proportions of the
population in the West, their low rates of participation and
success also contribute to their disadvantaged economic
positions. Racial/ethnic gaps remain a fundamental reality
in our society.” For example:

* Gaps in high school attainment between Whites and
Blacks, Hispanics, and American Indians ages 25-64
averaged 21.4% for WICHE states and 25.4% in
Arizona. Arizona has less than half as many residents
involved in GED and English as a second language
studies compared to other WICHE states.

* White B.A. holders in Arizona earned an average of
$8,772 more than minorities, compared to $6,569 in
other WICHE states.

* Personal income in the U.S. would increase
dramatically if disparities were eliminated. Arizona’s
total personal income would expand by an estimated
$14.6 billion if gaps between minorities and the
majority were closed.

Beyond Social Justice takes its name from the notion that
eliminating disparities is critical to mastering today’s
economic demands.

“Since education has become the principal
avenue to a middle class lifestyle, those gaps
have long been a target for reform minded
education policymakers.... Overall, the gaps
show little sign of shrinking, defying the best
intentions and the combined efforts of
countless researchers, policymakers, and
educators. Two emerging realities are
combining to make the need to close
educational attainment gaps more urgent than
ever.... The fastest-growing groups within our
population are racial/ethnic minorities...that
our educational infrastructure has poorly served
historically, while the number of White non-
Hispanics in our public schools is declining.
This is happening when the globalized
knowledge economy is increasingly demanding
better-educated, higher-skilled workers from
developed economies like that of the U.S....
Now, it has become clear that closing
educational attainment gaps is a matter of
economic necessity, if we are concerned about
the future prosperity and security of our
nation.”

Knocking at the College Door 2008:
Projections of High School Graduates®
by State and Race/Ethnicity, 1992-2022

TAKEAWAYS:

» The number of high school graduates nationally will
stabilize after a period of increases.

* Minority-group students will soon comprise the
majority of graduates.

* A few states, including Arizona, will experience
“explosive” growth in high school graduates if
projections are accurate.

The nation’s 2007-2008 high school graduating class—
more than 3.3 million strong—was the largest in U.S.
history. The Western Interstate Commission on Higher
Education (WICHE) reports that last year’s class is the final
one in a growth period, which began in 1994. Between
1994 and the late 2000s, the number of high school
graduates increased by more than a third. In 2008-2009,
WICHE’s demographers explain that the U.S. will begin a
stable era, assuming current patterns remain. Growth is
expected to resume at a slower pace around 2015.



Arizona is similar to other states in seeing greater diversity
among its graduates. In 1994-95, White non-Hispanic
graduates accounted for 65% of public high school
graduates. The 2009-2010 graduating class is expected to
be “majority minority.” Diversity will continue to increase,
even though the number of White graduates will also
expand. In contrast to other states, if current patterns
remain, Arizona could experience substantial graduate
growth. In 1991-1992, Arizona’s high schools graduated
fewer than 35,000 students. WICHE forecasts that by
2021-2022, the state will have nearly 115,000 graduates.
Arizona was among the largest growth states in graduates
between 1991-1992 and 2004-2005, the most recent year
of actual data from public schools, when approximately
60,000 students completed high school in the state. As
WICHE's statisticians note: “These rapid increases will likely
strain the state’s capacity to provide equal opportunity to
education, especially at the postsecondary level.”

Hispanic Graduates Will Outpace Other Groups
Arizona Public and Nonpublic High School Graduates
2000-01 through 2021-22
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Source: Knocking at the College Door, WICHE, 2008.

A Troubling Big Picture

Can Arizona possibly weather the storms and reach high
enough to offer good jobs to everyone knocking on the
doors? Humor aside, these studies illustrate that
competitiveness cannot be discussed without looking at
education, skills, health, training, and disparities. We know
from these reports and many like them that skill demands
are higher than ever just when the years of increasing
numbers of workers with more education and more capacity
to learn are essentially over. STEM education is critical,
while reforms in health insurance, pensions, and
immigration are immediate workforce issues too. We know
that it is time to redouble efforts to level the economic
playing field and ensure that each young potential worker is
ready for postsecondary education or training and that adults
have options for learning that are tailored to their situations.
From 30,000 feet, there is a long “to do” list to achieve
and sustain economic leadership.

The notion that skills matter, that the wealth of a
nation is embodied in its people and that only an
educated people can adopt new technologies (and
adapt them and innovate them), was voiced in
America at the dawn of the 20th century. The
modern concept of the wealth of nations had
emerged. What mattered was capital possessed by
people—human capital.

—Claudia Goldin, “The Human Capital Century”






ASSETS AND

DISCONNECTS:

THE VIEW FROM
10,000 FEET

G iven its entrepreneurial tradition and emphasis on

being business friendly, one would think that Arizona
long ago would have become a leader in linking education
and employment with its economy. But at 10,000 feet,
Arizona’s particular circumstances come into sharper
focus. Often preoccupied with growth and newcomers’
assets, Arizona is still coming to grips with how to match
its grand visions with the investments and policies needed
to achieve it.

Arizona’s “Mega” Opportunity and Its “Storm”
ARIZONA TODAY:

* Arizona may have more than 10 million
people by about 2040, mostly in Pima,

To expand standards of living over time,
Arizona must be competitive in global export
industries characterized by innovation and
entrepreneurship. Arizona is working hard to
expand innovation and entrepreneurship, but

it still has far to go to match leading states.

—Dan 0'Neill, Sustainability for Arizona:
The Issue of Qur Age

County in an urban mosaic held together by economic ties.
The Sun Corridor will be one of 20 megas in the U.S. and
one of five in the Intermountain West. About 90% of
Arizona’s economic activity is already in the Sun Corridor,
making its success critical for all of Arizona. From globally
competitive workers to water to infrastructure, the scale
and scope of the Sun Corridor will be too big economically
to ignore, but will also demand new ways to ensure that
bigger is better. Or as the Brookings Institution noted in its
recent publication, Mountain Megas, which included the
Sun Corridor, “true prosperity is based on achieving
sustainable, productive, and inclusive growth all at once.
Such balanced growth depends on the region assembling
the crucial assets that contribute to such prosperity: top-

Pinal, and Maricopa counties, the heart
of the Sun Corridor.

* Minority groups comprise 40% of
Arizona’s population and are growing

Sun Corridor’s Growth Will Dominate Arizona

2000 2050

more quickly than the majority
population.

Rapid population growth has defined Arizona
since the 1950s, when the state had about
750,000 residents. Arizona now counts
approximately 6.5 million residents with just
about 3 million in the labor force. Even with
fewer incoming residents due to the housing
and economic crises, recent projections show
that by about 2040, as many as 10.3
million people may call the state home. The
vast majority of Arizonans likely will live and
work in the Sun Corridor, Arizona’s
“megapolitan” region. This vast super-region
may stretch from Nogales into Yavapai

Source: Maricopa Association of Governments and Morrison Institute for Public Policy.

TO LEARN AND EARN: Arizona’s Unfinished Business in Human Capital



notch infrastructure, world-class innovation, vital human
capital, strong quality of place, and effective regional
governance.”

Many in Arizona have been considering infrastructure
carefully. In Preparing for an Arizona of 10 Million People:
Meeting the Infrastructure Challenges of Growth, ASU’s L.
William Seidman Research Institute described historical
trends in infrastructure spending and needs in
transportation, education, healthcare, energy, public safety,
telecommunications, and water over the next 25 years. In
recent decades, spending on infrastructure has been less
than would be expected for a rapidly growing state.
“Arizona’s capital outlays, whether measured on a per capita
basis, per $1,000 of personal income, or as a percentage of
revenues, have been greater than the national average in
most years, as would be expected in a state with a
population growth rate consistently much higher than the
U.S. average. However on each of these measures, Arizona’s
expenditures as a ratio to the national average have been
substantially less since the early 1990s than during the late
1970s and 1980s. Even during the last 15 years of rapid
growth, Arizona’s capital outlays have declined on each of
these measures.

Arizona’s lagging investment takes on even more
importance when future gaps are considered. While a
precise total of the cost of infrastructure needs in Arizona
cannot be calculated, projections—based on what is
known about operations and physical infrastructure costs—
show the gap between needs and existing revenue streams
to be billions of dollars per year beyond existing spending.
Currently, infrastructure expenses account for
approximately 25% of the state’s gross domestic product.
According to the Seidman Institute calculations, this
proportion may need to rise to around 30% over the next
25 years. Taken together, capital and ongoing costs for K-
12 and higher education, plus libraries and related items,
could be as much as $873 billion over the next 25 years.1°

Infrastructure is one of the foundations of a strong
economy, but Arizona is still struggling to determine how to
provide it. And recent budget deficits in combination with
spending restrictions have made the future possibilities all
the dicier.

Among states, Arizona is now 17th largest on total
population,10th for minority residents, and 42nd for White
non-Hispanic population, according to the U.S. Census
Bureau. From 2000-2006, natural increase accounted for
29% of the state’s expansion, with domestic migration
providing 52% and international migration producing 19%
of the growth.!!

Thus, it is no surprise that the state’s majority/minority
split is essentially 60% to 40%. The census bureau
projects that the nation’s population will change from
roughly a third minority today to more than half by 2042.
This national shift is occurring more quickly than had been
expected. In Arizona’s case, a minority majority is even
closer at hand, in part because of age.

Group Age 2001-2025
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Arizona Hispanics have a median age of 25 years, while
that among White non-Hispanic Arizonans is 42. Nearly
half of babies born in Arizona are to Hispanic mothers.
Other minority groups, particularly American Indians, are
also younger than Whites overall.'? In contrast by 2010,
one in five Arizonans is expected to be 60 years old or
older. In 20 years, the proportion will be just over one in
four.!3 Even as the recession and declines in investment
values are forcing many baby boomers to remain in or
return to the workforce, Arizona’s youthful growth as well
as aging will put significant demands on those in their
working years. The state’s “dependency ratio” shows that
working adults will need to be as prosperous as possible to
support others. Clearly, Arizona will increasingly look to
minority residents for its workforce. First and second
generation immigrants, most often Hispanic, will also play
a part since approximately one out of three Arizona
children is either foreign born or the son or daughter of
immigrants.!#

A concern commonly voiced about Arizona's future
economy is that minority and immigrant population growth
—coupled with the history of lagging skills among these
groups—will soon collide with aging and baby boomer
retirement. The worry is that the new workers will be less
prepared than they should be for success in a high wage
knowledge economy.

Of course, race and ethnicity and place of birth are not the
issues—disparities are. Minority population figures are
used as shorthand for the effects of deeply rooted
differences in educational and occupational access and the
legacies of discrimination and underutilization.

Arizona’s work to make the most of old and young,
majority and minority, and immigrant and native born will
be challenging, particularly considering that the minuses
seem to outweigh the pluses today. For example:

Older workers and retirees have more education than
younger Arizonans. Arizona is in the nation’s bottom
quartile for the number of individuals 25-44 years old
who are high school graduates or higher. In addition,
Arizonans ages 25-34 lag the nation in high school
attainment and in the percentage who have an
associate’s degree or higher.!s

A report for the Governor’s P-20 Council showed that
in 2000 a 27 percentage point difference separated
Whites and Hispanics on the number of adults age
25-34 with an associate’s degree or higher. Whites in
Arizona are more than twice as likely as adults from
other ethnic groups to have a bachelor’s degree.'®

Of the more than 600,000 Arizonans who did not
finish high school, more than 70% reported that they
do not speak English well.!”

Arizona enrolls just about 32