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ot long after
Herb Schmidt
became presi-
dent of Contract
Freighters Inc., a truck-
ing business in Joplin,
Mo., he noticed that the
company’s workers’ com-
pensation costs were
soaring. After a little dig-
ging into the state’s laws,
he was floored by what he
discovered. “If you steal
$30,000 by committing
workers’ compensation
fraud, the first offense
was considered a misde-

meanor. But if you steal
$750 from Wal-Mart, it's a
felony,” he says. He trot-
ted off to Jefferson City,
the first of countless trips
he made in an effort to
persuade legislators to
correct the laws and pro-
cedures that were causing
Missouri to hemorrhage
jobs. By 2005, Missouri
had the sixth-highest
workers’ compensation
costs in the country, and
job losses were high.
Two years later the
story couldn’t be more

A raft of new
legislation and
tax incentives
is sparking

a business
renaissance.
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different. Shortly after
taking office in Janu-

ary 2005, Governor Matt
Blunt, who campaigned
on workers’ compensa-
tion and tort reform,
among other issues,
signed laws controlling
workers' premiums, in-
creasing penalties against
abuses, and limiting ben-
efits for employees under
the influence of alcohol or
illegal drugs at the time
of their accident. Yearly
increases in workers’
compensation costs are
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already slowing dramati-
cally; 50,000 new jobs
have been created since
the beginning of 2005,
and the unemployment
rate has dropped from 6%
to 4.6% during that time.
This is one small snap-
shot of an ambitious Mis-
souri makeover that Gov-
ernor Blunt has ushered
in to address the state’s
most pressing economic
problems. A perennial
wallflower in attracting,
retaining, and fostering
new business, Missouri’s

www.fortune.com/sections
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best attributes have been
overshadowed by some
serious impediments.
For example, because of
its excellent universities,
Missouri is the ninth-larg-
est recipient of federally
funded research grants,
but in the past many of
the discoveries com-
ing out of research have
been licensed to compa-
nies outside of Missouri,
says Greg Steinhoff, the
state’s director of eco-
nomic development.

All this is changing

now. “We are putting in
the resources to bring
the venture capitalists,
the expertise, and the
talent to capture these
technologies and make
them ours so that we can
grow companies in Mis-
souri. We've got six new
business incubators es-
tablished in the last 18
months, and four new re-
search parks. And we've
worked with institutions
to redefine their technol-
ogy transfer policies,”
explains Steinhoff.

The Gateway City: St. Louis got
its nickname because of its
access to the West.
1

Similarly, a raft of new
legislation and reorga-
nized government de-
partments is sparking a
turnaround in Missouri’s
business climate. Cost
cutting, strategic use of
tax credits and tax breaks,
and new initiatives, such
as the Quality Jobs Act
and the Lewis & Clark
Discovery Initiative, are
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Missouri’s
energy rates

are some
of the

lowest in
the nation.

Source: U.S. Energy
Information Administration
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already generating sur-
prisingly fast results: an-
nual GDP growth of about
2.5% (adjusted for infla-
tion) that has transformed
a giant, $1.1 billion budget
deficit into a $292 mil-
lion surplus. No wonder
the state has become a
magnet for companies

of all sizes: Both long-
established businesses,
such as A.G. Edwards, a
financial services com-
pany with about 5,000
employees in St. Louis, as
well as new companies,
such as Proteon, a life
sciences venture with 13

employees in Kansas City,
describe the change as a
boon. Missouri capital in-
vestment in the two years
since Governor Blunt took
office totals $7.2 billion,
more than five times the
investment made during
the prior two years.

Turbocharging

the Economy

A native of Strafford, Mo.,
Blunt graduated from the
U.S. Naval Academy in
1993 and spent five years
in the Navy before being
elected to the Missouri
House of Representa-

Heavy industry like steel mills
are still part of the state’s
vibrant economy.
I

tives in 1998. “We have
improved our economic
outlook by passing ag-
gressive litigation reform,
workers’ compensation
reform, and proactive re-
cruiting tools like the Mis-
souri Quality Jobs Act,”
says Governor Blunt.
“There are thousands of
new business opportuni-
ties in Missouri, and ev-
ery day more are being
created or moving here.

www.fortune.com/sections
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The Ideal Blend

These businesses are creating
thousands of high-quality, family-
supporting jobs.”

“l would categorize it as a new
energy that is here, and definitely
a focus from government at all lev-
els to encourage economic devel-
opment,” says Mary Atkin, director
of staff at A.G. Edwards. That ex-

18th Largest Metro

20 FORTUNE 1000™
Headquarters

Affordable Living

Missouri has the
fifth-lowest state
taxes per capita in
the nation.

Strategic Location

Major Transportation
Hub

St'Lou's

Perfectly Centered. Remarkably Connected.

GoToStLouis.org

Source: U.S. Census Bureau

FORTUNE 1000 is a registered trademark of
the FORTUNE magazine division of Time Inc.
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R&D magnet: The University of Missouri is
aftracting investment in life sciences.
I ———

citement, combined with the pres-
ence of a number of distinguished
colleges and universities, is also
enhancing the company’s ability
to attract and retain young talent.
Says Atkin: “People are pleasantly
surprised at all the region has to
offer in terms of quality of life and
affordable cost of living.”

From the vantage point of
Leggett & Platt, a diversified man-
ufacturer with $5.5 billion in sales,
headquartered in Carthage, Mo.,
Missouri’s turnabout has been
striking. “Because we operate in
32 states and 27 countries, we
watch very closely what the states
are doing. Throughout the 1990s,
Missouri was not welcoming,”
says Lance Beshore, vice presi-
dent of public affairs and govern-
ment relations. “Now, the gover-
nor takes an active role in seeking
out the opinions of corporate exec-
utives about the business climate,
and jobs are being created.”

Missouri’s assets are too good
to ignore. The state’s economy is

www.fortune.com/sections
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Tax credits are catalyzing
the growth of biotechnology
companies in the state.

graduation rates, and
more science and engi-
neering degrees awarded
at the college level than
the national average, as
well. They also are among
the country’s most lightly
taxed citizens: Missouri
has the fifth-lowest state
tax collection per capita
in the U.S. Even before

its current makeover be-
gan, Missouri was in the
big leagues in key areas,
as evidenced by the Kan-
sas City Chiefs and St.
Louis Cardinals, outstand-
ing universities (such as

highly diversified, insu- transportation, govern- vices, and manufacturing. Washington University),

lating it from dominant ment, education and Missourians are highly and major medical facili-
industry downturns. The health services, profes- skilled, with higher-than- ties (such as Barnes Jew-
largest sectors: trade, sional and business ser- average high school ish Hospital in St. Louis).
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FULLY INVESTED IN OUR CLIENTS®

YOU CAN’T RIDE OFF INTO THE SUNSET IF YOUR NEST EGG WON’T CARRY YOU.

Ever since we opened our doors in St. Louis in 1887, we've been big believers in a long-term retirement
strategy based on objective financial advice. And in having a financial consultant who can help you every step of
the way. To see whether your nest egg could benefit from a little Midwestern horse sense, visit agedwards.com

or call (866) 379-4243.
©2007 A.G. Edwards & Sons, Inc. *+ Member SIPC
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Location, Location,
Location

Missouri’s location in the
heart of the U.S.—cou-
pled with an innovative
approach to aviation
administration—is an
increasingly attractive
feature to corporations
looking to relocate.
“Companies that have
relocated here recently
have done so in part be-
cause their sales and ex-
ecutive teams can get to
either coast quickly and
efficiently. You can jump
on a plane and be in Los
Angeles in two and a half
hours—and come home
the same day,” points out
Tim Cowden, senior vice
president of the Kansas
City Area Development
Council. “This means you
get to be home more of-
ten with the family, rather

Special Advertising Feature

than sitting in an airport
or hotel thinking about
what you're missing,” he
adds. In 2006 the Kansas
City International Airport
served 10.6 million pas-
sengers, a 9% increase
over 2005, as more air-
lines continue to add ser-
vice to Kansas City.

In an unusual move,
the Kansas City Aviation
Department recently pur-
chased an office building
and began aggressively
marketing a green field
parcel at the airport site,
thereby becoming a land-
lord and developer in one
fell swoop. “Our whole
game plan is to reduce
stress on the airport.

The more revenue we
receive from non-avia-
tion sources, the better,”
explains Mark VanLoh,
director of aviation at the

Missouri State University is a public,

Makl“g comprehenswe lII'IIVGI‘SIty system

Mlssourl 5 with a mission in public affairs.

Its purpose is to develop educated
F“ture persons while achieving five goals:
democratizing society, incubating
new ideas, imagining Missouri's future, making Missouri’s
future, and modeling ethical and
effective behavior.

“The currency for the 21st century
will be knowledge,” says Missouri
State president Michael T. Nietzel. “To
be successful, individuals will need
to have education beyond high school;
in many instances, graduate degrees
will be essential. Higher education has
never been more important, not only
for the individual, but for the public
good that is created as a result.”

www.MissouriState.edu

=1 Missouri
State.

UNIVERSITY

department. Trammel

Crow has been hired to
transform the land into
industrial, manufactur-

ing, office, and ware-

house space. This is a big
leap from years of share-
cropping and raising cat-

“EaglePicher Technologies’ power systems have
logged over one billion hours in space without a
single product failure. You don't create that kind
of technology without a highly-skilled, capable
workforce. Joplin's central location, excellent
telecommunications and transportation systems
keep our headquarters and manufacturing
operations connected to our customers...
anywhere in the universe.”

Steve Westfall

President

EaglePicher Technologies

"Creating quality products is a top priority for
us and the availability of a trained workforce
makes Neosho and the surrounding area a
great place for our business. At La-Z-Boy, a
capable workforce is vital to our success and
we find that level of workforce in this area. In
addition, our Neosho location puts us at the
crossroads of America, making distribution
simple and cost effective.”

Billy Meyer

Central Region, Human Resource Manager
La-Z-Boy

"At Gestalt, we are in the business of
connecting the military’s command and control
and modeling and simulation systems. In our
mission critical world, we require a sophisticated
business environment, a world class workforce
and a community where our employees and their
families can enjoy a high quality of life. That's why
we've connected with Joplin.”

Bill Loftus

President and CEO

Gestalt

™, f

Partn s in Economlc.lDeveIopme :
The E.mplre District Electric Company

Neosho Area Business & Industrial FoundathI, Inc.
Joplin Business & Industrial Development Corporation

Joseph Newman Innovation Center

Kevin Welch
kwelch@swmissouri.com

www.joplinmetroarea.com
417.624.4150
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Delivering
ona
Powerful
Promise
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At Kansas City Power & Light, we
are delivering on our promise to
meet the future energy, economic,
and environmental needs of the
Kansas City region.

With innovative technology and

a best-practices approach, we keep
our rates among the lowest in the nation; maintain a robust,
reliable system; enhance energy efficiency; and generate
and use energy that is cleaner and greener. . . because in
the right environment, the communities we serve—and our

economy—will prosper.

Great Plains Energy Inc., www.greatplainsenergy.com
(NYSE:GXP), headquartered in Kansas City, Mo., is the hold-
ing company for Kansas City Power & Light Company, a lead-
ing regulated provider of electricity in the Midwest, and
Strategic Energy L.L.C., a competitive electricity supplier.

kY Kansas City

ENERGIZ

tle on much of the 11,000
acres owned by the avia-
tion department—but it’s
by no means the most

Power & Light*
N G L F E

remarkable. In Febru-
ary, the department an-
nounced that it will build
a Le Mans style racetrack

for high-performance
auto racing on 300 acres
of airport property.
Missouri’s central loca-
tion has also given rise to
robust trucking and ware-
housing activity in areas
such as Joplin and Neo-
sho, neighboring cities in
the southwest corner of
Missouri near the borders
of Kansas, Oklahoma,
and Arkansas. Neosho is
only about 24 miles from
Wal-Mart's headquarters
in Bentonville, Ark., a
competitive strength for
warehouse and distribu-
tion services. “l think our
strong suit is location and
the low cost of industrial
and residential land,” says
Gib Garrow, Neosho's di-
rector of economic devel-
opment. Neosho is home
to Jarden Consumer So-
lutions (JCS), the North

American distributor for
Sunbeam and other con-
sumer products. “The cen-
tral location has been cru-
cial to our business,” says
Bill Bloomfield, vice presi-
dent of logistics at JCS.
Contract Freighters
Inc., whose CEO influ-
enced workers’ compen-
sation reform can attest
to that. One of the most
sophisticated trucking
companies in the coun-
try, CFl’s reliance on
technology in its cutting-
edge “war room” drives
consistently superior de-
livery performance. As
the center of the metro
area, Joplin also enjoys a
large, diverse economic
base, including two ex-
panding regional medical
centers that will receive
$100 million in capital im-
provements over the next

Since 1883, we've used advanced technology

to conceive, engineer, manufacture and market new, breakthrough

products that make a positive difference in people’s lives. As a result, our

virtually every home, office, retail store and automobile.

Find out more at www.leggett.com.

OZ%/%&@%

Inhovation/Rédefined”

broad variety of engineered components and products can be found in

Carthage, MO « Since 1883
A Fortune 500® Company
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three years, according to
Rob O’Brian, head of the
chamber of commerce.
Any inventory of
Missouri would have
to include the vacant,
boarded-up, downtown
buildings of many large
and small cities in the
state. Here, too, Governor
Blunt has aimed some of
his best ideas. In Spring-
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field, for example, Jordan
Valley Park, a 20-year re-
vitalization plan hatched
in the 1990s, is getting

a critical boost from the
state. City officials envi-
sion a two-mile swath of
park stretching across
the center of the city—
covering some 300 acres.
On the eastern side of the
park, not far from Mis-

The Economy at a Glance

Here’s a look at Missouri’s diversified employment base:

Information 2%

Other Services 3%

Construction 5%
Financial

Activities 6%
Leisure &
Hospitality 10%

Manufacturing 12%

Natural Resources
& Mining 1%

Trade, Transportation,
& Utilities 20%

Government 16%

Education
& Health
Services 13%

|—Prnfessiunal &

Health Services 12%

Source: Missouri Economic Research & Information Center
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U.S. Bureau of Labor Statistics

souri State University,
the city has already built
12 acres of greens, an ice
rink, and the Discovery
Center. And a private in-
vestor constructed a $30
million baseball stadium
owned by the St. Louis
Cardinals.

“The state has been
a huge partner through
a tax credit program,”
says Mary Lilly Smith,
economic development
director for the city. There
has been approximately
$120 million invested in
the center city, including
Jordan Valley Park, over
the past decade. Another
$250 million is currently
being spent designing or
constructing new struc-
tures, such as a theater,
retail space, and a park-
ing deck. Approximately
60% of the funding
has come from private
sources, and the remain-
der from public financing.

SN

In the heartland: A farmer in
Fairfax, Mo, watches as his
corn is augered into a truck.
I

A treasure trove of ar-
chitectural gems created
by early giants of manu-
facturing in St. Louis are
being renovated, mostly
for residential use, af-
ter being mothballed for
decades. “Our incentive
for historic preservation
has proven to be one of
the most robust in the
country,” says Richard
C.D. Fleming, president
and CEO of the St. Louis
Regional Chamber &
Growth Association. The
city has led the country
in privately undertaken
historic renovation devel-
opment, with $5.5 billion
invested over the last five
and a half years.

Similarly, Kansas City
is undergoing an explo-
sion of renovation and
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revitalization. More than
$4 billion of investment
since 2002 is turning the
once moribund down-
town into a magnet for
companies and individu-
als. And thanks to the
efforts of nonprofits,

like the Greater Kansas
City Community Founda-
tion, that have spurred
charitable giving, the
metropolitan area is in
the midst of a transfor-
mation. The Power and
Light Entertainment Dis-
trict, anchored by a his-
toric Kansas City Power
& Light building, is being
developed by Cordish
Co., a Baltimore real es-
tate development firm.

It will include a pedes-
trian mall, entertainment
venues, and urban ame-
nities such as grocery
stores and health clubs
for the condo dwellers
that will eventually live
there. H&R Block recently
moved their headquar-
ters just south of the dis-
trict, and the President
Hotel, famous for hosting

A Client-
Centric
Maodel
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Missouri is within 500 miles of:

43% ofus. 41% ofroraivs 3% oftotatus.  44% of total US.
population and effective buying income  retail sales (over 2 manufacturing estab-
households (all personal income million establishments) lishments (over 386,000
after taxes) plants)
Minneapalis
Des Moines ~ ,Chicago
Omaha * Indianapaolis
Kansas City <S5t Louis el
Jefterson City
Oklahoma Citye « Memphis

Presidents Eisenhower
and Truman, is being re-
stored, as well.

For the first time in
recent memory, smaller

Express Scripts, one of the nation’s
leading pharmacy benefits management
companies, is proud to call Missouri
home—and we're proud of our new
corporate headquarters on the University

of Missouri—St. Louis (UMSL) campus.
Missouri is a great place to work, and our collaboration
with UMSL offers a wealth of resources to spur new

innovation and growth.

Express Scripts relies on a client-centric business
model in aligning its interests with those of clients and
patients. This legacy of independence means that the
company’s programs and original research serve its clients
and patients. As evidence, Express Scripts’ 59.7% generic-
dispensing rate leads the industry.

Founded in Missouri 20 years ago, we will continue to
pursue our goal of making the use of prescription drugs

safer and more
affordable for
millions of patients
across the nation.

P LN

&7 S °
V&% EXPRESS SCRIPTS
-

Litle Bock

Source: Missouri Economic Research & Information Center

Missouri cities can take
on ambitious revitaliza-
tion projects, too. Cape
Girardeau, a city of
37,000 in the southeast-
ern part of the state, was
one of ten communities
chosen to participate in
the Downtown Revitaliza-
tion and Economic Assis-
tance for Missouri Initia-
tive, or DREAM. Because
DREAM is designed to
help small towns take
advantage of established
state programs for urban
renewal—which had pre-
viously been accessed
primarily by larger cit-
ies such as St. Louis and
Kansas City—Cape Gi-
rardeau will receive help
in creating a redevelop-
ment plan, guidance on
which government pro-
grams and grants best fit
its project, and support
in attracting private de-

S12

velopers. “We hope to
put together a compre-
hensive downtown that
will be a retail, dining,
and living destination,”
says Tim Arbeiter, vice
president for community
development at the Cape
Girardeau Area Chamber
of Commerce.

An Innovative Culture-
While Missouri may evoke
old-time associations with
Mark Twain (who grew up
in Hannibal), Jesse James
(born in Kearney), and the
Pony Express (which origi-
nated in Saint Joseph and
Sacramento, Calif.), the
state is shedding its image
as a stolid, slow-moving
community as a vibrant
life sciences industry has
begun to spring up. The
Lewis & Clark Discov-

ery Initiative, unveiled in
January 2006, will facili-

www.fortune.com/sections



tate life-science research
and commercialization
investment by using $350
million generated by sell-
ing certain assets of the
Missouri Higher Educa-
tion Loan Authority. The
proceeds will be used to
create scholarships, build
university research cen-
ters and business incuba-
tors, and support the com-
mercialization of scientific
discoveries.

In St. Louis the juxta-
position of old and new
is particularly visible. The
city is headquarters to 21
FORTUNE 1000 compa-
nies, including Emerson
Electric and Anheuser-
Busch; and is the location
of a fast-growing life-sci-

Missouri’s
median home
value of
5123100

is 26.5Y%
lower than
the national

dverage
of $167500

Source: U.S. Census Bureau
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ences community, fos-
tered by Monsanto, Pfizer,
Washington University,
and the University of Mis-
souri. One of the entre-
preneurial stars that will
benefit from this constel-
lation of expertise and re-
search taking place is Ex-
press Scripts, a pharmacy
benefit provider that

has grown to $16 billion
in revenues since 1986.
The company will move
into a new headquarters
adjacent to one of three
University of Missouri
campuses in St. Louis be-
ginning in March.

“We selected the Uni-
versity of Missouri-St.
Louis because it is close
to a major airport and
because we look forward
to collaborating with the
university’s informa-
tion technology students
and experts,” says Rita
Holmes-Bobo, senior
manager of public af-
fairs. Under Governor
Blunt’'s Quality Jobs Ini-
tiative, the move entitles
Express Scripts, which
will employ more than
1,100 workers at their
new facility, to retain the
state withholding tax and
receive tax credits total-
ing 6% of its new payroll
each year for five years.

On the other side of
the state, Kansas City is
establishing its own criti-
cal mass of life sciences
resources, entrepreneurial
activity, and venture fund-
ing. Proteon Therapeu-
tics’ startup experience
illustrates how state and
local efforts are nurtur-
ing the delicate balance
between research and
commercialization of in-
novations. Launched in
2001 by Nicholas Franano,
a doctor who worked in

research after medical
school, Proteon is devel-
oping a protein drug that
permanently dilates a sec-
tion of a vein: a biologic
stent. Franano says being
in Kansas City has extraor-
dinary advantages. “We
have the Stowers Medical
Center here, which brings
in world-class scientists
and post-docs. The cost of
living and cost of research
is less than in a place like
Cambridge, Mass., for ex-
ample,” he explains.

Proteon also benefited
from several unique
programs. An angel tax
credit program allowed
early investors to get a
tax credit equal to half the
amount they invested in
the company. The state
also stepped in with a tax
credit program that at-
tracted a group of donors,
including the city and pri-
vate businesses, to build
the Kansas City Biotech-
nology Center. “We have
moved into brand new
laboratories at a very at-
tractive cost and flexible
terms,” says Franano.

Bill Zollars, chairman,
president, and CEO of
YRC Worldwide, a global
transportation company
based in Overland Park,
Kan., just outside Kansas
City, sees the emergence
of a strong life sciences
industry in Kansas City
as a bellwether event.
“We've always had good
schools and been a great
place to live. But with life
sciences and the new in-
vestment in the city tak-
ing place, | think it won’t
be long before we have a
much higher profile.”

Not surprisingly, Rick
Hughes, CEO of the Kan-
sas City Convention &
Visitors Association, is
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willing to take that senti-
ment ten steps further.
He says: “l really believe
that Missouri in general
and Kansas City in par-
ticular are beacons in the
heartland. People from
the West Coast and the
East Coast are discover-
ing that the Midwest of-
fers friendly, vibrant, cos-
mopolitan cities.” And
you can be sure that Mis-
souri, the show-me state,
is willing to show you.

To advertise in our
Economic Development
sections, or order reprints
contact Bristol Voss

at 212.522.6287.





