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Report Highlights
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As Industry 4.0 technologies continue
to drive the “smart factory” evolution,
producers are more reliant on regions
that offer secure, redundant and low-
latency digital infrastructure to meet

their growing data needs.

Regions with a strong track record

of collaboration and investment

in skilled workforce development,
particularly in the fields of data science,
software development, cybersecurity
and artificial intelligence, are better
equipped to meet the growing

workforce needs of manufacturers.
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Manufacturers across the country

are adopting more consumer-centric
business models to build direct
relationships with end-users, improve
product controls, and shorten production
cycles. Many firms seek to aid these
efforts by leveraging their local software

and IT services sectors.

More manufacturers are reevaluating
their competitive position, with many
choosing to relocate and even re-shore
existing operations to new locales
where they can leverage the local

talent and resources of target markets.
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Recent economic shifts brought about
by the COVID-19 pandemic and other
events have dramatically altered global
trade for the foreseeable future. As
manufacturers adapt, they will be drawn
to regions that offer fast, convenient
access to growing markets, including

those in Mexico and Canada.
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Greater Phoenix is well positioned
to capitalize on these industry
trends and expects to see
manufacturing sector growth that
outpaces most other major markets
in the Southwest and West Coast.
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The Global Manufacturing
Landscape is Changing

Nearly all U.S. markets have seen precipitous declines in manufacturing in recent decades due to
automation and globalization. However, changes to the current economic landscape create new
opportunities for U.S. manufacturers that are able to adapt. As the manufacturing landscape evolves,

several key themes have emerged as integral to manufacturing competitiveness in the coming years:
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“Smart Factory” Skilled workforce Evolution and Strategic re-shoring Vertical integration
technology development and diversification of and domestic market and adoption of
and digital attraction supply chains embeddedness consumer-centric

infrastructure business models

Location remains critically important for manufacturers, but the reasoning behind where a firm
chooses to locate is changing rapidly. As manufacturers adapt to a fast-evolving technological and
economic landscape, they are increasingly leveraging the assets within their local ecosystems, forming

collaborative partnerships to innovate, create new business models and build digital prowess.
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Desirable Destination for Expansion

Manufacturing companies over the past 10 years

Greater Phoenix’s manufacturing

sector is well positioned to capitalize

on these emerging trends thanks to

robust technology and business services

sectors, modern digital infrastructure,

advantageous regional geography,

growing international trade and investment,

and a fast-growing STEM workforce.
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238

Manufacturing operations
relocated or expanded to
Greater Phoenix

(2009 - 2019)

90 (38%) of the 238 were in
2018 and 2019 alone

* Arizona companies

that moved to
Greater Phoenix
from other areas
within the state

Source: Business
Dynamics Research
Consortium YTS
Dataset; GPEC
AMI Dashboard
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Expected Job Growth

Greater Phoenix’s competitive
position is expected to net more
than 5,400 new manufacturing
jobs by 2025, significantly
outpacing the growth in major
western markets.'

Furthermore, Greater Phoenix's competitive
effect — the measured difference between the
expected and actual change — is estimated to
grow by 3,500 jobs over the next five years,
meaning that approximately 65% of expected
job growth in the region is not driven simply
by broader national or industrial trends,

but by the unique characteristics that make

Greater Phoenix competitive.

MSA Jobs Jobs Job Job Change Competitive
(2020) (2025) Change Percentage Effect
Phoenix 138,003 143,424 5,421 4% 3,500
San Francisco 149,000 151,863 2,863 2% 788
Salt Lake City 59,686 62,548 2,862 5% 2,031
Las Vegas 27,450 29,133 1,683 6% 1,300
San Diego 120,046 121,352 1,306 1% -365
Sacramento 38,851 40,073 1,222 3% 681
Denver 73,062 73,892 831 1% -187
Seattle 187,270 185,852 -1,418 -1% -4,026
Inland Empire 105,952 103,824 2,129 -2% -3,604
San Jose 173,513 167,488 -6,025 -3% -8,441
Los Angeles 514,983 467,982 -47,001 -9% -54,172

Source: Emsi Q3 2020 Industry Tables, GPEC AMI Dashboard
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Modern Manufacturing Relies
on Smart Infrastructure

The dichotomy of ‘traditional’ vs ‘advanced’
manufacturing is fast disappearing. Industry 4.0
technologies such as automation, robotics, loT,
artificial intelligence (Al) and machine learning
are now essential as manufacturers seek to
improve efficiency, productivity, safety and
customer satisfaction. Cloud computing and
predictive analytics are becoming ubiquitous
as manufacturers use smart sensors to closely
monitor equipment performance and worker
safety in real time and proactively address any
maintenance issues or occupational hazards.
Industrywide, these implementation efforts are
expected to increase productivity by as much
as 25% and generate an additional $630 billion
annually in operational costs' over the next

five years. Doing so requires reliable, modern

digital infrastructure and high-speed, low-
latency broadband internet, which allow firms to
collect, store and analyze vast amounts of data

in real time.

Greater Phoenix’s technology
sector is growing in both scale

and diversity. Legacy aerospace,
defense, and semiconductor
industries have given rise to newer
clusters in software and software-
as-a-service (SaaS), information technology (IT),
data centers, cybersecurity, autonomous vehicles,
wearables, haptics, sensors, and biomedical
technology. In addition to a growing tech hub,
Greater Phoenix is also a major hub for corporate

IT services and is the 5" largest data center market

Greater Phoenix’s
technology sector
is growing in both
scale and diversity.

in the country with dozens of data co-location
companies offering infrastructure-as-a-service
(laaS) to meet manufacturers’ growing data
needs. These industry clusters have spurred
investment in modern digital
infrastructure to provide the reliable,
low-latency connectivity that smart
factory operations require. As
manufacturing operations grow
more data intensive, they also grow
more exposed to cybercrime and
data theft. Fortunately, local firms can leverage
the region’s robust cybersecurity ecosystem
which includes industry-leading firms, cutting-
edge research on Al and blockchain technology,
and an information security workforce that has
grown by 286% since 2010."
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Demand for Skilled Labor
Continues to Grow

As manufacturing becomes more technologically
sophisticated, there is a growing skills gap. Attracting and
retaining a quality workforce remains the greatest challenge
for manufacturers.’ This is unsurprising considering that
countries across the globe are experiencing a rising skills
gap in fast-growing fields such as data science, analytics,
software development, IT security and Al.

Greater Phoenix's skilled workforce has grown by double-digit percentages
in recent years thanks to an influx of young millennial workers moving to

the region and a large post-secondary education ecosystem that produces
thousands of STEM graduates every year. Regional collaboration among
employers and educational institutions is growing to meet the fast-evolving
skills demands of the region, ensuring that Greater Phoenix continues to be a

premier location for manufacturing operations.
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Manufacturing Jobs in Demand

Regional Degree

Jobs Locati Projected Job
Occupations in High Demand from Manufacturers Jobs (2020) Qu?)tiin:’??2l(?2r\0) Projected Jobs (2025) Changr:{;, (;025_2025) and C.ertificate
Completions (2019)

Software Developers and Software Quality 24,380 115 28 353 16% 3.849
Assurance Analysts and Testers

Computer Systems Analysts 10,212 1.16 11,324 11% 2,989
Computer and Information Systems Managers 7,585 1.17 8,516 12% 4,896
Information Security Analysts 3,121 1.63 3,722 19% 5,747
Operations Research Analysts 2,004 1.34 2,370 18% 757

Data Scientists and Mathematical

854 1.83 923 89 297

Science Occupations, All Other %

Statisticians 546 0.89 666 22% 218
Computer and Information Research Scientists 124 0.26 164 32% 3,227
Source: Emsi Q3 2020 Regional Comparison Tables G
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Manufacturers are Becoming [ comeiesdang
More Consumer-Focused

/4

y I » Benchmark &
electronics BITESITN L

SaaS$ platforms, 3D printing, and the rise of e-commerce have made it much easier for

manufacturers to vertically integrate all stages of a product cycle from prototyping to end-user

delivery, with many choosing to pull out of wholesale and business-to-business (B2B) markets Dexcom (intel) EENERAL,
in favor of a business-to-consumer (B2C) model that connects them directly to their products’

end users. Doing so affords manufacturers greater control over their pricing and brand, and the

ability to engage in product innovation while reducing time to market."! @

Honeywell Medtronic

MicrocHIP
Greater Phoenix is home to nearly 200 companies offering e-commerce, enterprise resource

management (ERM), point of sale (POS), payments processing, and business management

and analytics services that can help manufacturers transform their business model." Long NORTHROP \ 'V 4 |
GRUMMAN 4\
recognized as a prime market for customer service and contact center operations, the region has ON Semiconductor’
since blossomed into a top destination for IT- and customer service-intensive corporate nerve
centers, with a plethora of IT and customer relationship management (CRM) solutions providers
: . : . : P ” S
for manufacturers looking to build direct connections with end-users. lNB @ coRpoRATION iR STJUDEMEDICAL
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More Manufacturers are Considering
Domestic Production

In the current global landscape, the value
proposition for U.S. domestic manufacturing

is increasing. Political pressure to bring
manufacturing back to U.S. shores, coupled
with rising operating, labor and supply

chain costs in many foreign markets, have
manufacturers reconsidering where they set up
shop. Companies are also seeking to embed
themselves within or near target markets,
connecting with local communities and tapping
into their talent and resources. Doing so helps
companies to build a positive image among local
consumers and increase market penetration.

For manufacturers looking to expand their
domestic operations, Greater Phoenix offers
relatively low operating costs, affordable land,
targeted incentives, and a collaborative “plug-
and-play” environment where manufacturers can

quickly and easily set up shop and tap into the
local ecosystem. Logistically, Greater Phoenix

is an ideal location with proximity to major
consumer markets in the southwestern U.S. and
Mexico. The region’s geographic position within
the Arizona Sun Corridor is especially valuable
for consumer-focused manufacturers that want
to be closer to their customer base, allowing
them to reach more than 35 million consumers
in just a single day’s truck drive. Greater
Phoenix's value proposition is further increased
by its growing reputation as an innovation hub
and testing ground for autonomous vehicle
technology led by companies including Waymo,
Local Motors, Lucid Motors, GM, Toyota, Ford,
Nissan, and Volkswagen. This technology is soon
expected to become critical to last-mile parcel
delivery, with 80% of parcels being delivered by
autonomous vehicles.

Three-day
Delivery Area

Bay Area Two-day
12 Hrs Delivery Area
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Global Supply Chains are Evolving

Recent trade tensions between the U.S. and
China, the passing of the USMCA, and the
effects of the COVID-19 pandemic have
dramatically altered global trade for the
foreseeable future.X U.S. manufacturers now
more than ever are reevaluating their supply
chains to reduce risk of disruption and avoid
tariffs. U.S. imports from China were down by
more than ten percent between 2018 and 2019

J&I[D'f_’: L WAL :

while imports from Vietnam and Mexico rose
37% and 6%, respectively.

Although Arizona has no coastal ports, it is
home to six ports of entry, including one

of the nation’s largest located in Nogales.
Phoenix-Mesa Gateway Airport is also home to
SkyBridge Arizona, the nation'’s first ever joint
U.S. and Mexico inland port and customs hub

Phoenix-Mesa Gateway Airport is
home to SkyBridge Arizona, the
nation’s first ever joint U.S. and

Mexico inland port and customs hub.

that reduces cargo wait times and expedites
cross-border trade. Mexico is Arizona’s biggest
international trading partner, exchanging
$17.5 billion in goods in 2019 .41 Such assets
mean that, in addition to proximity to high-
value markets along the west coast, Arizona
manufacturers have ease of access to Mexico's
fast-growing B2C e-commerce industry valued
at over $22.6 billion.x"
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The Future is Bright for
Greater Phoenix Manufacturing

Despite the devastating effects of the COVID-19 pandemic, Greater Phoenix’s manufacturing sector remains strong
thanks to a healthy and diverse industrial and tech ecosystem that has much to offer manufacturers. The presence

of supporting industries including nerve centers, cybersecurity, data centers, e-commerce and distribution centers
ensure continued growth in Greater Phoenix as manufacturing evolves. Greater Phoenix is poised to emerge from the
pandemic stronger than ever and is positioned to be a national leader in manufacturing.

To ensure Greater Phoenix continues to optimize its manufacturing impact, the following actions will be critical:

* Promote bi-national
collaboration between Mexico,
Greater Phoenix and Southern
California to enhance the
attractiveness of North
American manufacturing and

e Aid the alignment of Maricopa supply chains
Community Colleges and local

* Promote policies that school districts with industries
encourage the use of clean of the future
and renewable energy

e Advance pro-business tax e Support the growth
and regulatory policies for of university research
base industries programs and graduates
through efforts like the New
e Strategically invest in Economy Initiative
statewide infrastructure and

transportation networks
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