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Introduction:  Wisconsin Economy in Crisis — A Case for Transformation Through Innovation 

 Statistical Profile of Crisis 
 Declining per capita income 
 Declining wages 
 Slow job growth 
 45-year slide in share of GDP 
 Average performance in business start-ups 
 Loss of manufacturing jobs 
 Loss of market leadership in key industries, such as medical devices, advanced energy, 

financial services 
 Loss of business services jobs at good wages 
 Percentage of adults with four-year degrees 
 State/local budget crises 
 Disadvantageous migration patterns 
 62 percent believe state “on wrong track” 
 Low percentage of rich people, who are the most likely investors 
 Uncompetitive tax mix with too much reliance on property tax and personal income tax 

 Bright Spots in Economic Profile 
 High school graduation rate 
 ACT and SAT rankings 
 Academic R&D 
 Some strong clusters 
 Strong work ethic 
 Pool of skilled labor 
 High investment in education 
 Low real estate costs 
 Export growth 

 Old Economic Development vs. New 
 Recruiting is an insufficient strategy 
 Real estate development well established 
 Workforce training:  pull vs. push 
 Many manufacturing jobs not coming back 
 Clusters that export goods and services create wealth 
 Young companies create all net new jobs; older companies lose jobs 
 Hot young companies create “brain gain” 
 All great Wisconsin companies started up here 
 Innovation rules in global economy 
 Leveraged bets pay off, i.e., BioStar and successor programs 
 Research strength offers job growth 
 Job creation is No. 1 issue in polls 
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 The Case for Bold Action 
 
Wisconsin’s economy has been made and remade over time. Nineteenth century wheat fields 
gave way to modern dairy farms and cranberry bogs; territorial lead mines and turn-of-the-
century logging camps eventually bowed to world-class manufacturing. 
 
None of that happened without innovation and risk. Ingenious and often entrepreneurial people 
made bold decisions, in private and public settings, to keep Wisconsin prosperous in the face of 
changing markets and technologies. 
 
Wisconsin is remaking its economy yet again, this time to compete in a world where the 
challenges to its prosperity are more likely to come from Shanghai or Mumbai than Chicago or 
Minneapolis. As the state enters an election year in which a new governor and Legislature will 
be elected, the candidates for those public offices and more deserve to hear some of the best 
ideas available for – yet again – transforming Wisconsin’s economy. 

That transformation is well under way in part because the markets wait for no one, and because 
Wisconsin represents only a fraction of the national and world economies. It is also under way 
because some bold choices have been made. Those choices in recent years include building on 
the state’s research and development foundation, standing by investors who stand by homegrown 
companies, and working to awaken an entrepreneurial culture that was all but dormant. 

Those choices were made during a decade in which Wisconsin lost 160,000 jobs in 
manufacturing, a shock wave that reverberates through the state to this day. Economists believe 
three-quarters of those jobs will never return.  To prosper anew and to protect its historic quality 
of life, Wisconsin must now nurture emerging industry sectors as well as the physical and 
educational infrastructure that will support them. 

It must also nurture that same spirit of innovation in education, which provides much of 
Wisconsin’s “human capital,” in state and local government, in health care and in our 
infrastructure, which includes energy, telecommunications and transportation. 

The recommendations that follow represent an effort to bring forth ideas that will build upon 
Wisconsin’s historic reputation as where innovation – in public and private domains – is sparked 
by people with strong ideas and the will to match…       
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Innovative Economy 
I. Leverage Strategic Investments to Spur Wisconsin’s Competitiveness in Global, 

Innovation Economy 
 BioStar/Wisconsin Institute for Discovery/Morgridge Institute for Research 

examples 
 Ohio Third Frontier is a leading example of investments in innovation 
 Learn from public-private examples in other states, such as Indiana, Kansas and 

Michigan 
 Create $1 billion Wisconsin Prosperity Fund 
 Regional deployment of innovation strategy ala Ohio; private sector selection of 

projects/grants using professional fund managers 
 Outside, objective review of project merits, rigorous accountability and hard 

metrics on outcomes, ala Ohio 
 Bets targeted at current/emerging clusters that compete in a global environment 
 Continued investment of a small percentage of SWIB assets into early stage 

companies via regional funds fostering, managing and facilitating early stage and 
growth capital formation within Wisconsin and the Midwest  

 Encourage foundations in state to make grants to evergreen early stage funds to 
stimulate start-ups 

 
II. Create Entrepreneurial Ecosystem and Early Stage Capital Pools Across Wisconsin to 

Accelerate New Ventures 
 Brand Wisconsin as best state for innovation; for starting a company 
 Need to expand support system for entrepreneurs  
 Build upon statewide network of angel investment funds 
 Move to next stage: Wisconsin still has low early stage and venture capital totals 

at present; young companies beyond start-up stage can “die on the vine” or be 
lured away  

 Inventory of current funds doing new ventures in Wisconsin 
 Buzz initiative to promote entrepreneurship across state 
 Extend BizStarts Milwaukee web site to other regions 
 Build upon existing networks of mentors (Merlin Mentors), coaches and contests 

(Governor’s Business Plan Contest) to surround aspiring entrepreneurs across the 
state with expert advice and support  

 Push entrepreneurship education deeper and wider in all schools, colleges and 
universities via partnerships such as BizStarts College Consortium, Junior 
Achievement, Project Lead the Way 

 Allow utilities to use operating funds to promote economic development in the 
best interests of customers/ratepayers 

 
III. Promote Current/Emerging Industry Clusters Through Public-Private Partnerships 

 Create policy council for each cluster, including representatives from exporting 
industry, the governor’s cabinet, the UW system and private colleges 

 Promote fast-growing Business Services sector that underpins all clusters 
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 Support growth of other “knowledge clusters” that can attract and retain high-
skilled workers 

 Align and streamline regulations to promote growth of clusters in the state 
 Eliminate tax irritants in each cluster to improve ease of doing business in 

Wisconsin without major loss of tax revenue 
 Use Green Tier platform to develop compacts that encompass environmental 

advance and economic growth 
 Promote exports and competitiveness in global economy 
 Attract foreign investment to expand business in key clusters 

 
IV. Build Strength in R&D Through Accelerated Technology Transfer 

 Inventory of R&D in state, public and private, per Wisconsin Technology Council 
report: “The Economic Value of Academic R&D in Wisconsin”  

 Adopt from UW System’s Research to Jobs Task Force report 
 From a strong academic R&D base in Madison, a growing base in Milwaukee and 

pockets of R&D excellence in Marshfield and comprehensive UW System 
campuses, compete for more federal dollars 

 Create additional interdisciplinary Technology Centers in partnerships between 
universities and with private companies. Examples include the existing UW-
Madison Energy Institute, the Wisconsin Bioenergy Initiative, Wisconsin 
Institutes for Discovery and Emerging Technology Centers in UW System 
comprehensive campuses 

 Create infrastructure to win more SBIR awards 
 Complete Freshwater and Innovation campuses at UW-Milwaukee 
 Continue to remove impediments to college faculty engaging in start-up 

companies 
 
 
Innovative Education 
V. Align Investments in Education with Strategic Direction of Economy 

 Offerings at UW system campuses should align with export driver industries in 
regions where those campuses have an economic impact 

 Stress employment-based learning on all college, university and tech college 
campuses 

 Enable UW system and its campuses to adapt their offerings, tuitions and policies 
to the economic strategy of the state 

 Learn from more flexible higher education management models adopted in states 
such as Virginia, Michigan and Oregon  

 Make college more affordable and accessible 
 Create broad program of internship, apprenticeship, school/work experiences for 

Wisconsin high school and college students 
 Continue push for seamless, collaborative education so credits can transfer and 

exchange easily between all educational institutions in state 
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 Engage UW System, private colleges and universities and Wisconsin Technical 
College System in continued development of state’s “knowledge economy,” often 
through industry partnerships 

 Raise percentage of four-year degree holders in state to top tier of states 
 Increase K-12 investment in science, technology, engineering and mathematics 

through programs such as Project Lead the Way, Science Olympiad and FIRST 
Robotics 

 Increase entrepreneurial literacy in K-12 schools through programs such as Junior 
Achievement and in accordance with state superintendent guidelines 

 Promote and fund K-12 advanced placement courses and credits to accelerate 
college educations 

 Promote offerings to ready high school and college students for a global 
economy, such as courses in foreign languages spoken in nations where America 
does a lot of business (Spanish, Mandarin, Japanese); courses in foreign 
geography and cultures; study abroad experiences 

 Increase on-line and distance learning opportunities so place-bound and employed 
students can earn degrees; give colleges flexibility on creating and managing new 
models for delivering education and raising funding for them 

 Work to attract more out-of-state and foreign students to Wisconsin colleges and 
universities, where their tuition helps to subsidize more seats for in-state students. 
These out-of-state students tend to earn degrees, enter the state’s workforce and 
combat the “brain drain” phenomenon – which is more accurately a lack of “brain 
gain” from outside our own borders.   

 
Innovative Governance 
VI. Restore Fiscal Stability Through Budget, Debt Disciplines and Lean Government 

Commission and Initiative 
 Spell out FY2009-2011 structural deficit, FY2009-2011 GAAP deficit and 

pending FY2011-2013 deficit 
 Show debt trend over last 20 years in absolute and per capita terms 
 Charge government efficiency commission to reorganize state and local 

government and to inject private-sector “lean” disciplines; charter a “lean 
government board” to follow through on lean recommendations 

 Set goals for deficit and debt reduction 
VII. Capture Greater Share of Federal Dollars 

 Create major office in Washington, D.C., to work Congress and Executive branch 
for more Wisconsin-friendly allocations and formulas for federal programs 

 Lead Midwest coalition to improve formulas and allocations 
 Bring more federal dollars to Wisconsin while improving the quality and 

efficiency of health care by lobbying for higher Medicare payments to hospitals 
and doctors that demonstrate measurable improvements in quality and efficiency. 

 Pull into the state more federal research institutions, such as the existing U.S. 
Forest Laboratory, the U.S. Wildlife Health Laboratory and the Great Lakes 
Bioenergy Research Center in Madison,  
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 Lobby for and support defense suppliers such as Oshkosh Corp., Astronautics and 
Marinette Marine 

 Include procurement assistance shop in state’s D.C. office 
 Expand state’s strong position in landing research dollars for state colleges and 

universities 
 Pull in significant share of Great Lakes restoration dollars 
 Support continuing efforts of the Wisconsin Security Research Consortium to 

attract classified research dollars 
VIII. Charter an Independent Job Creation Board to Replace Department of Commerce 

 Put preponderance of private sector representatives on chartered board 
 Give board flexibility to act on most policy matters 
 Governor appoints members; Legislature confirms 
 Govern economic development bond fund through board 
 Send non-job creation DOC activities to other departments 
 Require sign-off of board on new regulations affecting business climate 

 
 
IX. Invest Strategically in State’s Infrastructure 

 Lift Wisconsin’s moratorium on building new nuclear reactors so that a more 
balanced generation portfolio is available to satisfy inevitable non-carbon energy 
mandates 

 Expand high-speed Internet, broadband and cell phone access across all areas of 
state 

 Segregate fuel tax revenues for road and transit construction 
 Complete intercity rail link from Milwaukee to Madison and improve commuter 

links from Milwaukee to Chicago via Kenosha and Racine 
 Develop transmission systems to move power from outside state and across state 

 
 
Innovative Health Care Delivery 
X. Adopt Successful Consumer and Market-Driven Reforms in Delivery of Health Care in 

Public Sector Plans 
 The cost and quality of health care affects both the public and private sectors. The 

price of health benefits is a significant “cost of doing business” for the private 
sector in Wisconsin. At the same time, the state of Wisconsin spends more than 
$3 billion of GPR dollars on health care at the state and local levels; public plans 
usually cost two or three times per life what equivalent plans in the private sector 
cost 

 Keep employees engaged in their health-care decisions and cognizant of the value 
of health-care benefits by requiring appropriate and targeted cost sharing (see 
below) 

 Emphasize primary care in delivery of health care, including prevention, wellness 
and chronic disease management to reduce inappropriate utilization of expensive 
services and to save 33 percent of costs 
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 Realign how we reimburse health-care providers by paying for health-care 
services based on quality, efficiency and value rather than volume. Changing how 
we pay for, and what we expect from, health care is the single most 
transformational reform we can pursue. 

 Information is crucial to all participants in our health-care system. Assure that the 
new health-care transparency law (Wisconsin Act 146) is implemented effectively 
and on time 

 
Metrics for Innovation Strategy Success 
 
Goals 

 Create 500 high-growth start-ups across state by 2020, defined as those that export, 
innovate and attract outside investor capital 

 Attract $50 million per year in outside investor capital by 2015 and $100 million per year 
by 2020. 

 Raise level of academic R&D to $1.5 billion per year across state 

 Create high-powered council for each major and emerging cluster in state, with cabinet 
level representation 

 Charter job creation board to govern state’s economic development strategy 

 Increase baccalaureate percentage to 30 percent from current 25 percent by 2020 

 Restore state to GAAP-balanced budget by 2013-15 biennium 

### 


