Economic Issues

No. 39

The Task of Strengthening
Regional Development

Author:

Assoc Professor Michael O’Neil
Executive Director

September 2013

South Australian Centre for Economic Studies





http://www.adelaide.edu.au/saces
mailto:saces@adelaide.edu.au
http://www.adelaide.edu.au/saces

Economic Issues

Executive Director’s Note

Welcome to the thirty ninth issue of Economic Issues, a series published by the
South Australian Centre for Economic Studies as part of its Corporate
Membership Program. The scope of Economic Issues is intended to be broad,
limited only to topical, applied economic issues of relevance to South Australia
and Australia. Within the scope, the intention is to focus on key issues — public
policy issues, economic trends, economic events — and present an authoritative,
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The Tasks of Strengthening Regional Development

1.

Introduction

The South Australian Taskforce for Regional Development (1999)
defined the task of regional development as:

“Regional Development is about regional communities improving their
economic, social, cultural and environmental wellbeing by fully
developing the potential of a region and its people. These objectives
could be achieved by:

improving regional competitiveness and encouraging private
investment;

building social and human capital;
developing strategic partnerships and alliances; and
promoting and fostering innovation”.

This definition foreshadowed later explanations of the processes (and
actors) in local and regional development formulated by the OECD based
on evidence from regional economies:

“ ... bottom-up attempt by local actors to improve incomes, employment
opportunities and quality of life in their localities in response to the
failure of markets and national government policies to provide what is
required, particularly in underdeveloped areas and areas undergoing
structural adjustment. Local development policies can also contribute
towards the goal of strengthening local participation and democracy.”
OECD (20014, p.22)

Good local development initiatives facilitate the process by which local
actors can make the best use of social, economic and environmental
resources in the local area to “maximise human welfare and provide a
sound economic, social and environmental base for both present and
future generations”. (OECD, 2001, p.25)

Setting the Scene: Recent Policy Papers

The Local Government Association of South Australia (LGA SA) in two
recent policy discussion papers' based on input from a wide range of
councils, associations of councils, regional and provincial city associations
concluded that:

... local government at the
heart of communities ...

local government plays a crucial role in regional development as
they are “at the heart of communities ... (and) support the
sustainability of suburbs, towns, centres and regions, underpinning
regional development through the provision of infrastructure,
service deliverzy and planning for the sustainable development of
communities”;

local government supports a “renewed engagement, involvement
and commitment to regional development through tripartite
partnership processes™, arguing that partnerships are an effective
vehicle for cooperative, transparent, evidence based processes and
decision making by which to engage regions and to enhance
regional structures; and that

regions make a significant contribution to the state economy. Given
the different roles and responsibilities of different levels of
government, tripartite
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The two discussion paper highlighted six essential functions to involve
and strengthen regional structures:

Policy — there are substantial benefits in tripartite partnerships for
policy alignment to address regional issues and hence regional
LGA bodies and the 31.57 Tmf

... essential foundations for
regional structures ...

... establishing the tripartite
approach ...
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state and national governments have a role, and responsibility, to
contribute to the promotion of local and regional development,
through the endogenous drivers of growth, and they will do so most

... ajoint responsibility ...

... hew understanding leads
to new approaches ...

... local government
assisting business
investment ...
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... local government, RDAs
lead place-based
approaches ...

... a collective governance
approach ...

The new findings have given rise to new approaches, new ways of
thinking to favour ‘localism’, place-based, regionally specific approaches
to regional and local economic development that involve greater
utilisation of endogenous resources, a greater emphasis on local actors
(i.e., local government, RDAs) and understanding the uniqueness of each
locality/region (e.g. support initiatives that come from the ‘bottom-up’).

The ‘place-based’ approach particularly emphasises that enhanced
economic development and growth is possible in all localities if they take
the lead (and are assisted to lead) in mobilising and strengthening their
local assets (physical, human, financial and social) and their resources,
and that their development and growth is likely to be stronger if they do
so rather than relying on support from central government; that human
capital is the single most important factor in enhancing economic
development and growth, with reducing the proportion of people with
low skills appearing to be more important than increasing the proportion
with high skills; and that innovation capabilities and activities and
adequate and strong infrastructure also play an important role.

The new ‘place-based’ approach, involves promoting the economic
development of all regions through a bottom-up approach in which
partnerships between, especially, community leaders, business leaders
and governments collaboratively develop visions and strategies and
oversee the development and implementation of plans and specific
initiatives.

The OECD has explained the emergence and nature of the new, place-
based approach in the following way.

In response to poor outcomes, regional policy has evolved, and continues
to evolve, from a top-down, subsidy-based group of interventions
designed to reduce regional disparities, into a much broader family of
policies designed to improve regional competitiveness. These policies are
characterised by: a strategic concept or development strategy that covers
a wide range of direct and indirect factors that affect the performance of
local firms; a focus on endogenous assets, rather than exogenous
investments and transfers; an emphasis on opportunity rather than on
disadvantage; and a collective/negotiated governance approach, involving
national, regional and local government plus other stakeholders, with the
central government playing a less dominant role. The new regional
approach is based on the principle that opportunities for growth exist in
the entire territory, across all types of regions. The aim is to maximise
national output by encouraging each individual region to reach its growth
potential from within. Before, policy makers regarded regional policies
as a zero sum game. Recent reforms of a regional policy in a number of
OECD countries provide evidence that this thinking has undergone a
paradigm shift.”

The characteristics of the paradigm shift the OECD refers to
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It is important to note here that governments, local, state and national,
themselves do not drive growth — business investment, innovation and
entrepreneurship drive growth — but governments and importantly
regional authorities/associations are enablers of economic development
and can facilitate and enhance it. For instance, the economic
performance of local economies will be influenced by the vitality of
social networks and linkages (its social capital) and of business networks
and linkages that might for

... direct impacts include ...
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... tripartite partnerships
essential as not all is under
the control of local
government ...

However, some of the most important policy measures for improving
local development are not themselves under the direct control of local
government.  Local amenities such as schooling and healthcare
contribute to the general social wellbeing of the local community, and are
essential amenities to ensure that councils meet their responsibilities of
stronger communities. What makes these policy measures particularly
significant from an economic development perspective is that along with
the quality of local amenities, the variables that have been demonstrated
to most strongly and consistently explain differences in the economic
prosperity of different localities are high school completion rates (high
completion rates lead to higher economic prosperity), reducing the
proportion of people with low skills is more important than increasing the
proportion with high skills and crime rates (higher crime rates lead to
lower economic prosperity). Hence, this is where cooperation from other
levels of government is required — so that these services could be
delivered to localities in a manner that responds to their needs.

The paper has already noted that the prospects for sustainable local
economic development will be best realised using a place-based
approach. However, achieving as much integration as possible with
regional-scale strategies adds to effectiveness of local strategies and to
the economic strength and resilience of regions. Tripartite structures
such as the RDA or their equivalent provide a vehicle for a ‘placed-
based’ approach, for integration with broader strategies (e.g., State
Strategic Plan, Seven priorities), an important communication medium
through which local governments are able to effectively articulate their
own differentiated ‘place based’ aspirations, goals and aims and a vehicle
for evidence based monitoring and evaluation purpose (e.g. through the
Regional Roadmaps).

Appendix A provides a model of how this ‘place-based’, ‘bottom-up’
approach is intended to work for governments — local, state and national
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... local governments have
a long history of
participation

... securing regional
investment in infrastructure

SELECTED POLICY-AREA-SPECIFIC STRATEGIES AND PLANS

Box 2 lists the three overarching strategies, plans and statements and no
less than eleven policy-area-specific strategies and plans identified in the
main text of South Australian government’s 2012 Draft Regional
Statement as applying to regional South Australia, which in practice
means local governments in regional South Australia. All of them are
pertinent to local economic development.

Not all of these State strategies will be likely to significantly constrain
local government’s decision-making but they all are expected to at least
guide it.

Box 2:  State Strategies, Plans and Statements relevant to local economic and
community development

OVERARCHING STRATEGIES, PLANS AND STATEMENTS

The South Australian Strategic Plan
The State Government’s 7 Strategic Priorities
The Premier’s 2012 Economic Statement on South Australia’s Prospects for Growth

Strategic Infrastructure Plan for South - Skills Strategy for South Australia
Australia - Manufacturing Works

Planning Strategy for South Australia - Agribusiness Strategy

Prosperity through People — Population - Natural Resource Management Plan
Policy for South Australia . Water for Good

Education Plan - Tourism Strategy

Health Plan

Source: Draft Regional Statement, Growing Sustainable Regions, Department of Primary Industries and
Regions SA (PIRSA), 2012.

Local Government, Relationships and need for Collaboration

The support and engagement of local government in the tripartite RDA
model (and through associations of Councils and previously through the
RDB model) illustrates local government’s understanding of, and
commitment to address, the regional scale of many economic
development issues of importance to their region.

This makes complete sense in South Australian context because most
local economies are only part of broader “natural” regional economies
within which there are strong economic linkages which cross local
government jurisdictional boundaries that almost demand collaborative
regional approaches to many issues in some way. Hence local
governments have a long history of participation in the development and
implementation of economic development strategies and plans at an
appropriate regional scale, and embed their local-area-specific strategies
and initiatives within them, in order to achieve maximum effectiveness.

An advantage of the RDA model, at least from a regional economic
development perspective, is that it empowers communities, not
governments with often conflicting interests, to take the lead in
developing strategies and searching for local solutions to local problems.’
The fact that the RDAs are a conduit for Commonwealth funding for
strategic regional infrastructure projects based on regionally agreed
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priorities also serves the interests of the local governments that are
partners in them, even when their particular local area is not the direct
beneficiary of the funding.

Although not always seen to do so, the development of RDAs has
arguably drawn local governments more firmly into economic
development strategy and given greater prominence to the importance of
localism as the foundation for economic development decision
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Appendix A: A Framework for Regional and Local Prosperity

Localism, In the Region Starts in the region, identify and develop
Leadership and vision
Vision Local solutions to local issues

Localism for Regional Priorities

Objective Prosperity and a high quality of life for
individuals, families, communities in
regional South Australia

Through Strategic Framework Economic: economic activity,
employment, incomes
Social: strong social institutions,
participation
Environment: sustainable use of natural
resources and protection of environmental
assets

Regions Our Region Geographical/spatial, interdependent, RDA
based on state uniform regional boundaries

Location Specific We Will Do These Things  Set of regional policies that
build/strengthen:
Physical capital: (infrastructure, buildings,
roads, utilities)
Human capital: (skills, education,
qualifications)
Natural capital: (resource endowments,

land use)
Building To be Competitive Enablers, promote a competitive
Competitiveness environment, get the fundamentals right,

Regional economies are competitive
locally, nationally, globally, open, export
oriented, attract investment, focus on key
drivers

inputs: innovation, skills,
entrepreneurship, resources/inputs,
leadership, population

institutions: education, health, housing,
community services, etc.

infrastructure and services: road, rail,
communications, shipping, energy,
water

Key Drivers Role of RDAs Business investment/business activity
source of sustainable regional
development/growth
Supported by human and social capital built
from high performance institutions, identify
key drivers
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End Notes

LGA Discussion Papers: Partnering with Local Government to Deliver Regional Outcomes and Growing
Country Communities Policy.
X Partnering with Local Government to Deliver Regional Outcomes, p. 11.

Ibid, p. 2.
4 McKinsey (1994), Lead Local, Compete Global: unlocking the growth potential of Australia’s Regions,
McKinsey and Company Final Report for the Office of Regional Development, Department of Housing and
Regional Development, Canberra: Australian Government.
Regions Matter: Economic Recovery, Innovation and Sustainable Growth, Paris; OECD, 2009).
Promoting Growth in All Regions.
This is not to imply that other cooperative arrangements, such as Regional Organisations of Councils, do not also
have a desirable role even in economic development issues — for example by helping to achieve coordination of
the views and activities of the several local governments engaged in each RDA region.,
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