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1. Executive Summary

If New Zealanders want a step change in our long term economic performance we have
to do things differently. Not a ‘big bang” change but a more comprehensive and long
term approach to economic development that focuses not just on national and regional

levels, but at a local level. We have the opportunity to embrace ‘cities and regions’.

Collecting and utilising data with technology to report and interpret key metrics is the
platform for understanding and implementing this change. Armed with this information
and knowledge locations can focus on 10 key areas including starting with a clear
strategy focused on their local strengths. Numerous activities are available to
implement including infrastructure, business environment, industry development,

education & workforce, investment & financing, promotion and location specific tools.

The most important factor in all of this is ‘how?’, or in other words, the people. The
nature of economic development involves collaboration not just with several people or
organisations but many. Economic development at all levels involves innovation and
taking a long term view than spans decades and years not months and weeks. Whilst
the mandate may assumed to be a public sector one or for particular locations to own,
we need to embrace collective responsibility at all levels of Government, private sector,

universities and non-Government organisations. The question is, who will lead?



2. Introduction

Purpose

The purpose of the research was to understand how locations outside cities can grow
their economies. These locations are also described as as provincial, rural, or small
towns so these terms are used interchangeably throughout the report. With future
predictions showing continued rapid technology change and projected population
decline - are the regions doomed? Is there a silver bullet to achieving growth or is it

pointless and should we shut places down?

Significance of study

The provinces - a key export earner

The Government’s focus in the Business Growth Agenda is on increasing exports as a
percentage of GDP from 30% to 40%, which is effectively doubling the value of exports.
In this context, the provinces play an important role for New Zealand which largely
exports primary products. The six largest product export earners (dairy, meat, wood,
petrochemicals, fish, fruit and nuts) accounting for 54% of product exports (NZ Story,
2014). Exports at a local level are very difficult to report so in the absence of this data
based on the above statistics it is fair to assume that the actual creation of the primary
exports is largely in the provinces where they are produced as opposed to cities. From
a services perspective, the largest services export earner (tourism) accounts for 49% of

services exports (NZ Story, 2014) which is split across both cities and provinces.



However looking at employment shares by industry - primary and goods production has
dropped from 55% of employment to approximately 25% whilst the services sector has
grown from 45% to 75% (Eaqub, 2014). So while the volume and value of these
products and services are growing, the employment in some industries is decreasing.
Any future increase in exports will come from both the product and service sectors and
arguably it is easier to add more value to existing exports, notwithstanding the need for
more diversification in exports. Either way both cities and the regions have an integral

part contribution to make to New Zealand’s economic future.

Cities or provinces or both?

Coverage of the regions and what will happen to them in future has been increasing in
profile in for several years. This was perhaps started by ‘Zombie Towns’ termed by
Eaqub, S (2014) and since then there has been an increase in related research. This
includes A Global Perspective on Localism (New Zealand Initiative, 2013), In the Zone:
Creating a toolbox for regional prosperity (New Zealand Initiative, 2015), The
Demographic Forces Shaping New Zealand’s Future (National Institute of Demographic
and Economic Analysis, 2013) and Mobilising the Regions (Local Government New
Zealand, 2015). The topic is often the source of various media articles, including
coverage of elections, Government budgets, impact of primary prices and immigration,
among others. Regional growth studies have recently been developed for only three of
New Zealand’s sixteen regions (Ministry of Business, Innovation and Employment), with

most regions continuing to undertaking economic development in various ways.



At the same time there has been an arguably larger focus on cities in New Zealand.
This has primarily been centred on Auckland as New Zealand’s largest city and only
‘super city’, main business centre, with regular coverage for high profile topics such as
immigration, traffic congestion and house prices. Christchurch, New Zealand’s second
largest largest city has also understandably had a large national focus on rebuilding the

city following the earthquakes in 2011.

Population drift away from regions towards cities is predicted to continue in New
Zealand. Medium projections indicate that 26 Territorial Authorities (39%) will be
smaller in 2043 than in 2013 (Jackson, 2014). This is not an isolated trend in New
Zealand, it is prevalent globally. The percentage of people living in urban areas has
grown from 30% in 1950 to 54% in 2014, with projections of 66% by 2050 (United
Nations, 2014). McKinsey (2011) reports that 60% of global GDP is generated by 600

urban centres.

Change is the only constant

As cliche as it is - change is happening faster than ever before. The change is different
to how local economies have grown previously and now there is no guarantee of
growth. The nature of work is changing with technology and automation increasing
productivity but reducing employment in manufacturing such as dairy or wood.

Disruption of industries is happening swiftly and having noticeable effects. For



example, online shopping is affecting traditional “bricks and mortar” retail whilst the rise
of online travel websites and apps such as Uber are providing more choice for travellers

compared to traditional options and channels.

Regional community issues highlighted in the media has perhaps raised the
consciousness of the regions in New Zealanders minds. But the question is - what do

we do with the regions?

Project questions

The research addressed the following broad questions:

e What economic development activities can be undertaken, particularly in provincial
locations?

e \What are the “secrets to success” or lessons learned?

e \What enables or hinders economic growth?

e What key performance indicators are used to measure success?

e Are there any theories, research or empirical evidence used?



Method

Long list

Building on the contacts made prior to receiving the fellowship, several hundred thought
leaders and high performers across public, private, non-Government organisations and
education organisations were identified via the internet, networking and Linkedin.
Searches were then narrowed based on the best fit with the research along with

suitability and timing with itinerary.

Shortlist

Approximately 120 people were approached, with half the people accepting resulting in
60 meetings. These meetings were confirmed again when travel was underway, often
1-2 weeks prior to arriving at locations.

Visits

Visits were in a mix of urban and provincial locations which enabled different
perspectives, connecting with a range of thought leaders and spending time on the
ground in more provincial locations. Visits with people ranged from 30 minutes to
multi-day hosting, and noticeably there was not one cancellation. Several people took
time from their holidays/leave to spend time with me (as it was Northern Hemisphere

summer) which was very humbling.

Visits involved semi-structured conversations. Based on conversation trials conducted

before embarking on travels | realised the best way was for people to talk about what



they do because this tended to answer a number of the questions | had and also offer
up background information or perspectives that would not have been covered by a
structured questionnaire led by me. This was then followed up with structured
questions if required (please refer to Appendix One - Questionnaire). Many hosts
supplied books, publications, plans, reports and research to the tune of over 5kg. In
return for their hospitality hosts were given a montage of Taupo District showcasing
images of major industries and scenic locations. Post visit, hosts were followed up with
a thank you note and referenced in my daily blog. People | visited have also had the

opportunity to comment and input to this report.



3. Conclusions and Recommendations

3.1 Economic development is considerably more established
internationally

From the range of locations visited in three continents it is clear that New Zealand is
lagging in almost all aspects of economic development. This is even more true in New
Zealand for provincial locations which lag behind cities as smaller regions lack the

resources and knowledge.

There is little assistance in New Zealand for provincial locations compared to
international initiatives. Offshore, some initiatives are mandated by law - such as Rural
Development Initiatives in Oregon, which was formed by legislation in 1991 to help rural
communities grapple with economic downturn. Many of the locations visited have been
going for decades, e.g. Mid-Columbia Economic Development District since 1969, the
Paper Province since 1999, the Suzhou Singapore Industrial Park since 1994. This
history provides institutional knowledge and lessons that can only be developed with
time and focus. It is hard to find similar examples of collaboration, tenure, scale and

impact in New Zealand.

Internationally there are numerous examples of considerable ownership in provincial
development in all sectors, which are covered in the following conclusions. Whilst the

lag in economic development might be a product of New Zealand’s young age as a



country, the impact of inaction is potentially large and may be being masked by our
independent spirit, laid back lifestyle, or complacency because New Zealand’s economy
has “performed well in recent years, and well-being is high” (OECD, 2015). However
the NZ Treasury (2015) provides a more sobering assessment: “New Zealand's average
GDP per capita growth for the last six decades has been poorer than all other OECD
countries. In order to maintain New Zealand’s living standards we need to materially
narrow the income gap between New Zealand and the most advanced economies. For
a country of New Zealand’s size, much of this growth will need to be driven by strong

export performance as reflected in tradable sector growth”.

Recommendation

New Zealand can develop a more comprehensive approach to economic
development, with particular focus on specific local activities, provincial
locations and underperforming communities. This should be supported by
Government taking more of an outside-in approach to provincial development,
support for research and education from the tertiary sector, more private sector

buy-in and local ownership.

The following conclusions explore each of these opportunities in more detail, including

data, metrics, activities, local, and the “how”.



3.2 Data - vital and more powerful when paired with technology

Data is absolutely critical for providing analysis and insight to inform decision making
and track progress for both and public and private sectors. Web based interactive
information is now the minimum standard. The United States was exemplary with a
range of sources contributing to excellent quality data available online including:

e Government and university partnership, e.g. http://www.clustermapping.us - data on

industry clusters and regional business environments in the U.S. to promote
economic growth and national competitiveness

e private sector, e.g. www.bestplaces.net - demographics, preferences, and the

selection of "Best Places" to live, work, or retire.

e non-Government, e.g. http://www.youreconomy.org - data on business

establishments, jobs and sales from a State level down to community over time.

http://www.statsamerica.org/ - comprehensive economic data.

In the European Union, the Cluster Observatory (http://www.clusterobservatory.eu/)

offers similar levels of data and analysis whilst it was evident metrics are tracked in
China (Suzhou and Shaoxing Industrial Parks). There is an increasing availability of
smart data (e.g. pedestrian counting cameras, wifi) and big data combined with

geospatial or infographics can contribute to better insight.

The closest similarly readily available information in New Zealand is the regional

economic activity report for 15 regions and does not drill down to the 67 levels below on



key metrics. A noticeable international trend is the Government using partnerships with

universities or non-Government organisations to deliver online data services.

Recommendation

New Zealand needs to provide more specific local data leveraging easy to use
technology in partnership with all levels of Government, non-Government

organisations, universities and the technology sector.

3.3 Metrics - understanding and using metrics enables insight to inform
action

Closely linked to the previous point about data is the use of metrics. Metrics refer to the
measures of success or key performance indicators. In my observation, international
locations understand and utilise metrics better because the data is more readily
available and they can then apply the insight from knowledge and skills from long
standing and well founded economic development activities. New Zealand could better
utilise the work of NZ Treasury’s Higher Living Standards to improve the understanding

of metrics at a local level and then implement actions based on this insight.

Metrics often involve a number of complicated economics and statistics collected by
multiple sources which are then reported to varying degrees by the media. This can
make it problematic to understand all the metrics, how they link together and contribute

to economic performance. Less well known but important metrics such as business



survival rates can receive less media coverage than higher profile but less important
measures such as business confidence. A good example of this is the work by the late
Sir Paul Callaghan whose work ‘A place where talent wants to live’ increased the
visibility of metrics such as revenue per full time equivalent for different industries. The
MIT Regional Entrepreneurship Acceleration Program (which New Zealand was briefly
involved in) is an international example that measures lower profile but important
innovation and entrepreneurship indicators such as domestic patents and research and

development expenditure.

Recommendation

Develop at a clearer understanding of metrics at all levels (national, regional,
local) with buy-in from public, private and non Government organisations.
Improve understanding about classifications of metrics into primary (most
important), secondary (important) and indicators (less important). ‘Data / metrics’
on page 84 of Appendix Three outlines examples of how locations can better

classify economic metrics.

3.4 Activities - broad range of tools available

There are no silver bullets, instead a significant number of solutions or tools available
for any range of situations. The challenge is not in the lack of options, but in deciding
what to utilise based on the context. A number of models or theories were evident (e.qg.

incentives, growth, entrepreneurship, workforce development, clusters, enterprise



zones) or ways of implementing change (e.g. Strategic Doing). Locations were
predominately using a range of tools which were then often tailored to their local
context. A number were location specific, as addressed in the next section.

Focusing on one activity, perspective or lever is not enough. Economies are “systems”
with a number of dimensions and the parts needs to be understood in relation to the
whole (pages 22-24 in Appendix Three). Interventions are often complex in nature,
location dependant and take a significant amount of time. Change in one area affects

another both expectedly or unexpectedly.

Following the research trip | have developed a framework covering 10 key areas that
locations need to focus on when undertaking economic development. All areas need
attention, particularly how they relate and connect because a weakness in one area can

affect all other areas.
Figure 1: Multiple Solutions - 10 key areas
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What does a connected and functioning local economy look like?

The following blog post was inspired by the best example | observed which links all the
areas of an economy together, Special Economic Zones: Suzhou Industrial Park and
Suzhou New District. Whilst not comprehensive it ties a number of elements of how

successful local economies can work.

Start with whatever industry(s) your region is good at and create an open environment with good

infrastructure. Make it simple for businesses to operate and work with local Government to develop a long

term vision which changes along the way. Do the boring but highly important collection and reporting of the

data that matters — not just GDP and employment but the really grunty stuff like number of patents created

and percentage of exports. Use this data to not only guide decision making but to actively attract businesses

and capital — both domestic and foreign. Add more value to products and services. This grows profits which

creates higher wages, both of which create more taxes (aka business wins — Government wins). Higher

wages attract more talent which requires universities to provide training, and colleges to feed in to the
universities, ditto for primary schools...who teach kids about business (and civics!) all the way through. Well

connected universities spin out more research and alongside this people develop ideas which turn into

intellectual property. These ideas require investment of all shapes and sizes generating work for support

industries (lawyers, accountants, banks, advisors). While this pipeline of new business is growing, look after

existing businesses. The challenge is to then grow and scale business and so the cycle spirals upwards.

https://willsamuel.com/2015/07/23/development-zone-ecosystem/, July 23, 2015.

How could this work in New Zealand? The key is to ensure that all areas are connected

(not operating in isolation) and then adjusted for local context.






Recommendation

Locations (local government, economic development agencies, communities,
private sector) need to pay attention to the 10 key areas and over 50 actions
which are demonstrated in the Action Toolkit in Appendix Two. Three are most
critical for provincial locations:

e Strategy and Action - focusing on where key strengths are and can be.

e Data and Metrics - measurement, collection and insight.

e Relationships (with people) - which are covered in the ‘How?’ section later.

The remaining 7 areas are the range of activities and tools available.

3.5 Local - Focus on “bottom up” and location specific

What was evident from visits to all the countries was the considerable focus on local,

“bottom up” and location specific initiatives from all sectors:

e Government, e.g. US Economic Development Administration’s work annual funding
nearly 400 regions to develop Comprehensive Economic Development Strategies or
programs for ‘Economically distressed communities’, the European Union cluster
project supporting regions and industries or China’s numerous special economic
zones.

e The use of non-Government organisations or private foundations to achieve
outcomes and act as an intermediary between the public and private sectors. e.g.

Forge Columbus for civic innovation, the work by Corporation for Enterprise



Development in creating economic opportunity to alleviate poverty or workforce
development boards such as Worksystems.

e Universities such as Harvard, MIT, Purdue, Stanford all have faculties on regional
development or similar, whilst many Universities are heavily involved in economic
development in their respective locations in Sweden and China.

e Private sector are often engaged collaborative projects such as banks with the
Community Reinvestment Act which enables companies like Working Solutions to
provide micro-loans or enabling long term prosperity in communities they operate in

such as Agracel’s focus on Agurb® communities.

Recommendation

More central Government attention on local (as opposed to national or regional)
economic development would enable better insight and decisions for all New
Zealand communities. At the same time, local economies need to lead their
economic development. Ownership is needed for provincial development at all
levels of Government private sector, universities and non-Government
organisations. The focus should be ‘cities and regions’ rather than ‘cities or

regions’.

3.6 How? People, people, people
The conclusions and recommendations above ultimately require talented and engaged

people to implement. Or as Jim Collins (Collins, J., 2001) outlines in the book Good to



Great, first who, then what’. In the Boomtown USA book Jack Schultz (Schultz, J.,
2004) undertook a ‘Good to Great’ type analysis where 15,800 small communities were
analysed and narrowed to 1,300, then 397 and finally the 100 top in America. What
was the difference? It wasn'’t a piece of infrastructure, a location or a resource. The 7 72
keys to success all rely on people. During the trip, three themes emerged of people

enabling growth in provincial locations - collaboration, innovation and long term view.

3.6.1 Collaboration

No one was achieving anything in isolation. In fact, rather than one or two organisations
collaborating, some of the best examples were of shared of commitment from multiple
organisations - all layers of Government, private sector, non Government and
education. The scale at which collaboration was undertaken was impressive and
possible through the mindset of people. Interactions are “people to people” not
“organisation to organisation”. There was not one mention of the word ‘structure’.
Smaller locations can leverage their advantages of having easier access to people and
being of a size where action can be quicker which can offset lack financial resources or

knowledge.

Recommendation

More collaboration in economic development activities is needed, both within and
across sectors. An understanding of how well New Zealand undertakes

collaboration and where it could improve may assist.



3.6.2 Innovation

The activities outlined in the Actions toolkit (Appendix Two) and blog were all created
from an insight, experiment or trying to solve a problem. Time and time again visits
showcased innovation from people at a range of organisations and sectors having an

appetite for risk, accepting failure as part of life and continually learning lessons.

Recommendation

More innovation and risk taking in economic development should be encouraged

with learnings shared between locations and sectors.

3.6.3 Long term view

Economies are built over decades and it takes time and persistence for outcomes to
occur. Results are usually longer than political cycles or job tenures, yet short to
medium terms impacts can undermine the long term and commitment required. A shift
to a more long term view with continuous improvement would deliver better results for

the provinces and all of New Zealand.

Recommendation

Government of all levels need a clear strategy, methodology and long term
commitment to local economic development, the activities available and how

these impact at a local level.



4. Key learnings

Key experiences in your journey and the value of the experience

As outlined earlier the end to end process of Winston Churchill fellowship has been over
18 months. During this time I've learned the importance of planning, hard work and
resilience. The topic, itinerary planning, travel and making sense of it all have stretched
me yet making it through this shows me | can make it through anything. Blogging was a
double edged sword - it was a huge commitment but it helped me reflect, embedded the
learnings and made writing the report considerably easier. We are at our most
productive when we think and create rather than consume and react. | hope to
undertake trips of a similar nature but smaller duration more regularly.

Interacting with so many people has injected new ideas, challenged me to walk the talk
and up the ante on collaboration, be more ambitious and embrace unexpected
opportunities. Several examples of chance include meeting the Nevada Governor or

meeting Johan in the US and then organising to meet in Sweden a week later.

How am | using and applying learnings?

| will apply my learnings into my current role as CEO of the Central Economic
Development Agency through the framework and actions | can directly influence and
partnering with organisations who can influence other outcomes (Government,
non-Government, private sector and education). I’'m continuing to blog, albeit it not as

frequently! I've presented to a number of organisations and will spend the rest of 2016



sharing the experience with people in a range of sectors. This will include the people |
met with prior to departure and new people/organisations identified since then. | hope

this contributes to a better future for provincial NZ.



5. Appendix

Appendix One - Questionnaire

Person and Organisation overview
e Name, Gender, Job title, Organisation, Employees, Turnover, Sector/Industry,
Location
e Tell us about what your organisation does?
e \What do you do?
e \What are your Key Performance Indicators or measures of success?
e What are the three most important things to get right in doing your job?
e Secret to your success?
e \What doesn’t work? What lessons have you learned?
e Do you use any theory or model in your work?
e Do you have any research or empirical evidence that shows what works/what
doesn’t?
General
e How are local economies changing?
e \What do you think are the best ways to enable and support local economic growth?
e What are the things that hinder local economic growth?
Small vs big locations
e \What advantages and disadvantages of smaller locations (regions/provinces)?
e \What advantages and disadvantages weaknesses do smaller locations
(regions/provinces) have over big cities?
e How could advantages of smaller locations (regions/provinces) be exploited more?
Location specific
e Main industries in your local economy?
e Challenges for your local economy?
e Advantages / Opportunities for your local economy?
General
e How can we collaborate?
e Anything else?



Appendix Two - Actions toolkit

Attached.

Appendix Three - Supporting presentation

Attached.

Appendix Four - Visits

Please see page 7 of presentation (Appendix Three) and the blog

(www.willsamuel.com) for a daily breakdown.
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Keep it local!

30 per cent of member state public spending is controlled by local government on average, but in

New Zealand that figure stands at 11 per cent (OECD)
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