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EU Industrial Policy / Smart Specialization

"To support the transformation of industrial areas into innovation-driven, sustainable, and inclusive
economic zones, aligned with regional smart specialization strategies, and enhancing Europe's
industrial resilience."

EDA (Economic Development Administration)- US

"To lead the federal economic development agenda by promoting innovation and competitiveness,
preparing American regions for growth and success in the worldwide economy”

National Economic & Technological Development Zones (NETDZs) — China

“Build world-class industrial zones that integrate high-tech industries, sustainable urban
development, and global competitiveness under a unified governance and planning system”

Brainport Eindhoven Region — NL

"To be Europe's leading technology and innovation ecosystem, combining industrial strength with
regional quality of life and sustainable development”
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Knowledge Ecosystem Business Ecosystem
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MACKAY ECO

MINING R EPiyA
MANUFACTURING €LY ER(0)A

TRANSPORT POSTAL -
& WAREHOUSING S483M - 8%
$472M - 8%

CONSTRUCTION

HEALTH CARE AND
SOCIALASSISTANCE @1 RN

HEALTH CARE AND .
socIALASSISTANCE CAZIRRPEDL

RETAILTRADE @:X:I3ER(OR:YA
MANUFACTURING @Ay ER: Ry

MINING @AZLERRYA

X CONSTRUCTION

Source: NIEIR (2019)

Note: Tourism spend and economic contribution
for year-ending March. Visitation data is for
2018-19 financial year.

AVERAGE WEEKLY INCOME 2016
°

(2006 X 201 X 2016

MACKAY S5N $704 $698
QUEENSLAND $476 $587 $660
® o
[
(2006 X 2011 ¥ 2016
MACKAY $1,134 $1,547 $1,439

$1,036 $1,227 $1,392/

\QUEENSLAND

Source: ABS (2017)

< 201718
H COAL 50%
£  EXPLORATION GRP PER
W G
£ ?Elz\lfwces«;e‘-;cz CAPITA
NG o o
ISAACs v
e 369, WHITSUNDA
&Sy FOOD 36%
$95,263
0 MACHINERY 25%
QUEENSLAND
FABRIC
Ml ~eras e $60,310
* OTHER 23% Source: NIEIR (2019)

ECONOMIC

CONTRIBUTION $420.2M

MACKAY

AIRPORT

A

ANNUAL
GROWTH

4.9%

PASSENGERS
821,936

N\

ANNOUNCED AS
QANTAS 2ND
PILOT ACADEMY

Source: BITRE (2019)

UNEMPLOYMENT
March Quarter 2019
MACKAY 4.4%
MACKAY - ISAAC
WHITSUNDAY 3.9%
QUEENSLAND 6.1%

Source: DESSFB (2019)

\% BIO FUTURES
10.4%

TOTAL GLOBAL ENERGY
PRODUCTION FROM
BIOFUELS AND WASTE

$1.128

TRILLION

MARKET FOR BIO-BASED
PRODUCTS BY 2022

Source: QUT (2018)

ABBOT PT.
HAY PT.

PORTS MACKAY PT.

[ 289 Mt |
_ 29Mt ]
pALRYMPLE BAY (EETD

c
0 o
D o
x v g
> £ %E
go—c
c O +
3] S
c © 3
Om-r
= W Av

1+ BEEE L4 BAEE

Source: North QLD Bulk Ports (2019)

MACKAY-PROSERPINE
REGION PRODUCES NEARLY...

OF
AUSTRALIA'S
SUGAR

SOURCE: AUSTRALIAN SUGAR MILLII
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What is Competitiveness?

A nation or region is competitive to the extent that firms operating there are able
to compete successfully in the national and global economy while maintaining
or improving wages and living standards for the average citizen

« Competitiveness depends on the long-run productivity of a location as a
place to do business

- The productivity of existing firms and workers
- The ability to achieve high participation of citizens in the workforce

« Competitiveness is not:
- Low wages
- A weak currency
- Jobs per se

2025 1nip719 'wn? NN Nt 92



What Drives Productivity?
Insights from Theory

Evolution of
Classical Approaches

Institutions

Knowledge

Capital

19

Emerging Views
in the Recent Literature

Competitiveness

* A range of factors
matters: there is no
Silver bullet

« The location-specific

context is critical to
identify key levers to
enable growth

Copyright 2012 © Christian Ketels



The Competitiveness Triangle vcroel
orter

Competitive
Strategy

Microecono

mic
Conditions

Macroecon

omic
Policy

Endowments

20 Copyright 2012 © Christian Ketels



Macroeconomic Policy

« Some quick to change; but perceptions are sticky, especially if negative

 Predictable and sustainable, not ‘best’
* Necessary, not sufficient

Growth spu-ts
— Usually fecilitated but not driven by macroeconomic policy

— Positive change, like opening of the economy or liberalization of financial
markets, leads to new growth opportunities

— Macroeccnomic policies facilitate this growth but often also exuberant overshooting

Monetary Policy Fiscal Policy Mecriaeconomic

Management

Michoel E
Porter |
Competijive

e~ —~ 0
SNTTCTE )N
)W AU

Copyright 2012 © Christian Ketels



Institutions

Mostly slow to change with high levels of legacy

Highly context dependent; what they deliver, not how they look
Continuous improvement with development, diminishing returns
Necessary, not sufficient

Impact on rules and regulations
Impact on implementation

22

Copyright 2012 © Christian Kete
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Microeconomic Conditions
Some policies quick to change, others slow-moving stocks, sets of behavior, or
institutional structures
Better, not best

Continuous improvement with development
Many different combinations; good at what, not good at all

Wealth creation ultimately occurs only at the level of companies

Business Cluster Company

Environment Presence Sophistication

Copyright 2012 © Christian Kete
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Business Environment Quality N

Factor

(Input)
Conditions

N\
Improving access to high quality
business inputs
— Qualified human resources
— Capital availability
— Physical infrastructure
— Scientific and technological
infrastructure
— Administrative and regulatory
infrastructure

* Local rules and incentives that
encourage investment and productivity,
— e.g. incentives for capital investments,

Context for
Firm Strategy
and Rivalry

[

<«— |P protection

« Sound corporate governance
* Open and vigorous local competition

- Openness to competition
- Strict competition laws

AN

l

Related and
Supporting
Industries

 —

Demand
Conditions

7

» Sophisticated and demanding local
needs
— e.g., Strict quality, safety, and
environmental standards
— Sophisticated demand in the private
sector or government

+ Availability and quality of suppliers and
supporting industries

24

Copyright 2012 © Christian Ketels
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Figure 6.1 Mackay Economic
Development Framework

2020-2025

Mackay Region
Economic Development

Strategy

Goals:
Sustainable and
Diversified Jobs

i
I
[
I
b
[
l
[
/

ol PRI Machay ==
and Investment

1. Advocacy & Leadership 3. Industry Development 4. Workforce & Skills

aidia ol®® ot 282

Strong Advocacy Platform Marketing & Promotion METS Supporting Upskilling
= N Tou:ism of Residents
Demonstrating Economic Investment Attraction Biofutures B
Leadership & Facilitation Agri-business Attracting Workforce
Healthcare
Sport & Rec

\ J

Annual Annual Review and Reporting
Action Plan
and KPI's

\--——-——-—-—-——

e CEr wEr GEe e oEs
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Strong Clusters and Economic Outcomes

Prosperity

\ 4

Positive correlation between
share of regional
employment in strong
clusters (breadth of clusters;
related cluster strength) and:

* Wages
* Productivity

« Job growth/
resilience

 Patenting

e.g. Porter (2003), Greenstone (2008).
Delgado/Porter/Stern (2012), Ketels/Protsiv
(2013), Aharonson et al (2013)

Entrepreneurship

\ 4

Positive correlation between
share of regional
employment in strong
clusters (strength of related
cluster) and:

* New business formation
In new/existing industries

* Survival of new firms
« Job growth in new firms

e.g., Delgado/Porter/Stern (2011), Lindqvist/
Wennerberg (2008)

27

Structural Change

\ 4

Path of structural change
(emergence of new clusters)
in regional economies is
driven by legacy of
composition (portfolio of
existing clusters)

e.g., Neffke et al (2009);
Boschma et al. (2013)
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_| Cluster Organizations
MassMedic, MassBio, others

Health and Beauty
Products

Teaching and Specialized Hospitals

Medical Equipment Specialized Business
Services

Biological Blopharma- Banking, Accounting. Legal

ceutical
Products Products

Dental Instruments
and Supphers

Ophthalmic Goods

Specialized Risk Capital
VC Firms, Angol Notworks

Specialized Research
Service Providers

Diagnosts bstances
Research Organizations Laboeatory, Clinical Testing
Containers ?
.
|
L)

’
’
’

Analytical Educational Institutions
Instruments Harvard, MIT, Tufts,
Cluster Boston Unwversity, UMass
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Riding high: A special report on the
future of work




