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EXECUTIVE SUMMARY

This report assesses the relative position of the Auckland economy with respect to six other cities, three in
Australia, one in Canada, one in the United States of America and one in Europe. It attempts to identify
factors that are distinctive about the Auckland economy, seen in broad terms, as an inter-connected city-
region. This city-region is built upon networks of interaction, from a micro-level of connection between
physical attributes and features, to macro and global interaction in the form of business relations and
global trade, as captured in the flow of goods and services. The report attempts to present a
comprehensive set of indicators relating to many aspects of the Auckland economy and draws out some
salient ‘distinctive’ features. It then hones in on key economic sectors that were selected in terms of their
competitive advantage, and characterised by high export value and export growth. These constitute the
competitive firms and businesses that produce the region’s economic surplus. Indicators for the relative
performance of these sectors are presented, and the intention is to query the link between city-region
distinctiveness and competitive economic outcomes. This study was undertaken through data mining
existing sources and models, to populate a conceptual framework that articulated the complexity of
economic activity on a city-region level. The study clearly points to further research that includes sector
level engagement, further primary research, and investigating city-region competitiveness from an agent-
based perspective.

In terms of overall economic performance, Auckland was ranked 84" out of 116 metropolitan regions with
respect to Gross Domestic Product (GDP) per capita. This placed Auckland sixth out of the seven cities
selected for comparison in this study, with a GDP per capita of US,00s535,300 in 2005. Overall, Auckland has
consistently higher GDP per capita values than the New Zealand average. There are signs of convergence
within New Zealand and the gap between Auckland and New Zealand appears to be decreasing.

Main Findings — City-region performance

e There is a lack of officially published regional productivity data in New Zealand, yet it is a crucial area of
interest for economic performance. Changes in multifactor productivity, labour productivity and capital
productivity were examined both at a national level, and international level using OECD data. New
Zealand had the highest differential between growth in unit labour costs and labour productivity
growth, implying wage growth, without accompanying increases in labour productivity.

e  Within New Zealand, both Auckland and Wellington have maintained a consistent wage premium over
the rest of the country particularly in the last decade. Auckland also has a higher proportion of
employees in high-wage industries. However, Auckland’s average weekly household incomes are low by
international standards. Copenhagen had average household incomes approximately double that of
Auckland. In terms of income distribution across society, New Zealand’s incomes were more equally
distributed (as measured by the Gini-coefficient) than the United States, but more unequally
distributed than the other countries, Australia, Canada, Denmark. For New Zealand, income disparity
has increased over the last twenty years, and Auckland has even higher income inequity than the
national average.

e Auckland utilises its labour at a similar rate to those in the comparator cities, ranging between 62 and
65 per cent. The unemployment rate in Auckland was the highest of the comparator cities. Youth
unemployment is a significant problem in Auckland.
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e New Zealand specific research on agglomeration and its influence on productivity is not as advanced as
it is in other parts of the world. Auckland’s key economic sectors tended to fall into industries that have
comparatively large agglomeration elasticities, implying that a portion of their productivity results from
agglomeration effects.

Main Findings — Distinctiveness

Distinctiveness, that which sets a city-region apart from others, occurs at many levels. This study attempts
to show some of the characteristics and spark discussion about what sets Auckland apart from other city-
regions. The question still remains unanswered as to how distinctiveness manifests in economic activity,
whether it influences the structuration of industry and business activities. This requires further analysis,
and requires input from/interviews with Auckland’s industry representatives. This would facilitate a critical
understanding of geographical location and the existence/nature of the economic connections between
Auckland’s distinctive features and economic performance.

e Auckland is a desirable place to live, and international quality of life indicators rank Auckland
consistently high, the fourth best city in the world to live.

e Auckland is a migrant city, with 37 per cent of its population born overseas. Thus its sense of identity
changes with the changing population, and perhaps means that the city is still in a process of self-
identification. Only Vancouver had higher rates of overseas born residents.

e Auckland has a young population, particularly as it attracts foreign students, but also due to the
proportions of Pacific and Maori peoples living in the region, who have higher fertility rates.

e The age of the city is relatively young and the built environment is expanding in response to the waves
of population growth and change. The built environment emerged initially around the ports and
harbours of former times, and has extended along the transport networks.

e On an international level of brand awareness, Auckland is seen to provide the ‘basics’. Auckland does
not stand out internationally particularly in terms of brand image. This could mean that the city’s
unique features are not communicated to the wider international audience. Yet Auckland is seen to
have a strong brand in New Zealand.

e Auckland has the highest usage of the private motor vehicle as a means of travel to work. It accounts
for 90 per cent of journeys to work. By international standards, congestion is not as bad as in the
comparator city-regions.

e Auckland’s ports play a pivotal role in terms of global connectivity, facilitating the flow of goods and
people from New Zealand to the rest of the world. However, it is relatively isolated in a global context —
especially in comparison to the comparator cities in the study. In terms of electronic connectivity,
Auckland has improved in recent years, and now compares relatively well to other city regions.

e New Zealand performs moderately when compared with other English speaking nations in terms of
literacy and numeracy. However, a substantial literacy and numeracy skill gap exists within Auckland.
This impacts on workforce quality, and it was found that 56 per cent of the people in Auckland region
with low literacy or numeracy are already in work, implying that intervention in the workforce is
required to raise levels, rather than relying on the schooling system.

e Overall formal qualification levels for the Auckland region as a whole are higher than the New Zealand
average. There is, however, evidence of extremities: concentrations of highly qualified people, along
with concentrations of non-qualified and low-literate people.
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e Auckland University ranks 61% in the top world universities. Melbourne has its two universities within
the top fifty ranked world universities. Auckland and Melbourne had lower patent activity in
comparison to Copenhagen and Seattle.

e Auckland has distinctive natural amenities. The climatic conditions are favourable in terms of hours of
sunshine and rainfall. Auckland has the highest levels of access to public spaces/parks of all the
international comparator cities: In terms of an eco-city ranking of the comparator cities, Auckland was
on par with Vancouver, but both were behind Adelaide and Copenhagen. However Auckland was ahead
of Brisbane and Melbourne. Auckland has excellent air quality in comparison to the other cities.

e In terms of hosting major international events there are questions as to whether Auckland is losing
ground and falling short of its potential and whether there are certain inhibitors, including inadequate
infrastructure, adversely affecting tourism.

e Creative industry employment is concentrated in Auckland and the city-region has a greater share of
creative industry workers than for New Zealand as a whole. Auckland had a similar amount of people
working in creative industries as the Australian comparator cities — but Melbourne had higher rates
than Adelaide and Brisbane.

e The comparator city-regions in this study have relatively low population densities. Only Copenhagen
has a higher density than Auckland.

e New Zealand was identified as one of the nations with a ‘severely unaffordable’ housing market — and
Auckland has the least affordable housing market of New Zealand cities.

e Overall it appears that Auckland is a safe city with low crime rates. Auckland has similar levels of health
care provision to the other comparison city-regions.

Main Findings — City region factor endowments

e It is estimated that there is sufficient residential land available in the Auckland region to meet growth
demand until 2026, and that there is enough land to meet business demand out to 2019.

e Auckland people use significantly less water domestically than households in Seattle and Vancouver,
but more than the average daily domestic use in Copenhagen. Estimated average daily consumption of
combined domestic and industrial water use was much lower in Auckland than the comparator
Australian cities.

o Auckland has the largest labour market in the country, and it seems it is relatively robust. The issue of
overwork is accentuated outside of Auckland, and the rate of underemployed is greater in the rest of
New Zealand.

e Prior to the recession, there was difficulty for employers in finding skilled workers.

e The average skill level of Auckland’s migrants was higher than the comparator cities. Auckland is the
main entry point for new migrants to New Zealand. There are problems with the long term settlement
(retention) in New Zealand of international migrants.

e There is a lack of detailed regional disaggregated data on capital stocks and technology use in New
Zealand. From a national survey of businesses, three quarters of New Zealand’s core business
equipment were within four years of the best available technology. Certain industries show high
technology adoption rates including: professional, scientific and technical services; hiring and real
estate services; the construction industry; and healthcare and social assistance industry. By
comparison, manufacturing firms and firms in transport, posting and warehousing reported that they
were behind in the best available technologies for their industries. This is somewhat alarming, given
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that transport and warehousing are important for the overall supply chain. Technology benefits at
these strategic sectors may improve the functioning of the wider economic system.

There is a declining rate of foreign direct investment into New Zealand, as a result of the global
financial crisis. More than half of New Zealand’s foreign direct investment was made in Auckland
between 2003 and 2009.

Key features of Auckland’s attractiveness as a destination for FDI were the dominance of investments
related to sales and marketing. FDI is aimed at developing a market presence, rather than the more
desirable value added activities such as R&D.

Sectors that benefitted from continued venture capital investment were the health and biosciences,
food and beverage and technology industries. Auckland ranked fourth out of the seven comparator
city-regions in terms of number of ‘deals’ expressed according to population size, marginally lower than
Melbourne. In terms of the number of deals, Auckland compares well against Vancouver, Brisbane,
Adelaide and Seattle, although this does not indicate the value of venture capital deals.

There was little notable difference between the birth and death rates of businesses in Auckland and
New Zealand over the last ten year period. Auckland had a lower rate of working proprietors as a
proportion of the working population.

According to an international study, Auckland is one of the most entrepreneurial cities in the world.
Auckland respondents were deemed to have a particularly strong self-belief in their capabilities.
Auckland scored lower than the comparator cities in terms of entrepreneur’s intentions to grow their
business beyond 10 employees, perhaps indicating a need to look at business aspirations and intentions
as a contributing factor to entrepreneurship. There is initiative within Auckland people to establish
entities of a small size, but barriers exist to their expansion. These barriers may be related to cultural
and life-style considerations as well as market characteristics.

Main findings: Key sectors with competitive advantage

Auckland’s industries with competitive advantage were identified. A filtering process of the performance of

existing industries was undertaken. Those with exceptionally high export growth, export size and revealed

competitive advantage were detected, at a six digit ANZSIC level. The reason that export growth was

considered so important was that it reflects successes in the global market place, and hence is an indicator

for competitive advantage. These six digit industries were collated into the following sectors:

Business Services Marine Food
Metals and Metal Products Health Transport Services
Electronics and Electrical Equipment Tourism Paper Products
Machinery Technical Services

Most of these sectors have been identified in earlier research. As the study progressed, other sectors of

interest emerged e.g. export education and the screen production industry, given the high potential for

future growth.

The key sectors play a central role in Auckland’s economy capturing almost a quarter of jobs, with
business services becoming increasingly important.
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e Most of the key sectors outperformed the wider economy along a range dimensions such as:
employment, value added, exports and value added per employee. Several of the key sectors tend to
offer high paid jobs and require highly skilled employees.

o The sectors that had the greatest actual dollar value of exports were: Tourism® ($4.9bn); Food ($3.5bn);
Transport services ($2.9bn); Metals and metal products ($1.3bn); and Electronics and Electrical
Equipment (50.8bn).

e The key sectors value added accounts for around 29 per cent of regional value added

e« Going forward, the key sectors are expected to continue to play a central role in Auckland’s future
growth and are expected to become more important to the regional economy. Around one-fifth of the
region’s value added and employment is projected to be generated by the key sectors, highlighting the
importance of these sectors to Auckland’s future economic well-being.

Main findings - Industry sources of advantage

e A little explored area of economic analysis is the extent to which physical geography, in this case the
city-region, is an input into the production process. This can only be answered by industry
players/agents themselves, as an analysis of data and trends, as undertaken in this study, did not reveal
this dependency.

e A possible focus area of the sector engagement may be on developing an understanding of the drivers
and determinants of industry inputs, and how these are transformed. This however implies that the
supply chains (through backward linkages) need to be identified and described.

e Apart from the cost of inputs, firms prefer a low inflation environment. New Zealand offers a
favourable macro environment and consistently scores high in indicators that measure the ease of
doing business and also scores favourably in surveys on levels of corruption in different countries
around the world.

e Detailed data on demand conditions for each key sector is highly limited and proxies were used to
provide some indication of the wider conditions influencing demand conditions. Exporting is a key
policy area and the demand conditions that exporters experience in foreign markets are a function of
the economic climate in the target country. Increasing market penetration and sales into overseas
markets is heavily reliant on understanding and responding to ‘local conditions’. Most of Auckland’s
key sectors have grown their exports (a basis on which they were selected) which could be interpreted
as successfully reading, interpreting and responding to market signals about demand in overseas
markets.

e Sector specific research is required that will clarify micro-decisions taken by firms and agents, in their
choice of expanding into offshore markets. Understanding the demand conditions, and using such an
understanding to capture an increasing market share, will assist in overcoming barriers (e.g. small scale
and distance from key markets) faced by some of Auckland’s key sectors.

e Auckland is well placed to capitalise on establishing formal links with firms in foreign markets given the
high levels of residents that were born overseas. However, there is significant scope to improve the
international relationships of firms.

e The New Zealand Institute for Management’s Management Capability Index shows that there has been
an overall improvement in business management in recent years. A concerning issue is the weakening
of the ‘application of technology and knowledge’ indicator.

" This is a tentative result based on 6 digit ANZSIC coding of tourism industries applied to Auckland. It does not account for the fact that not all of the exports for each
of the 6 digit category included are attributable to tourism related activities.
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Based on results from the Business Operations Survey it appears that most of innovation and R&D is
concentrated in larger firms. Nationally, R&D budgets and innovation intensity is below par compared
against other OECD countries.

The above two points are of concern in New Zealand, given the over-representation of small businesses
in the economy. Further research is required to clarify Auckland’s relative performance in terms of
management capability and a possible starting point could be the NZIM capability index to determine if
it is possible to extract Auckland and sector specific data from the surveys.

Management skills within the key sectors needs to be quantified as there is little data/information on
these at present.

Auckland is relatively well connected in the New Zealand context. Deepening the knowledge base
about industry interconnections and the evolution of these connections will shed light on possible
future evidence based interventions. An initial analysis of the interconnections of Auckland’s key
sectors revealed that most key sectors are becoming less connected to the local economy, implying
that they are increasingly integrated into the global economy (this is not surprising, given that exports
were a significant factor in identifying the key sectors). Further work on the supply chain of these
sectors is recommended, to trace the backward linkages from these industries in order to measure the
extent of embeddedness in the regional, national or wider Australasian economies.

People leadership is one of New Zealand business’s strengths (ranked fourth out of nine criteria
according to the NZIM Management Capability Index). In a labour constrained market it is critical to use
this strength to attract and retain high caliber staff from the domestic and international markets.
Having access to a high quality labour force is a key requirement for any productivity growth drive and
the match between available skills and demands from each sector will need to be investigated to
qguantify the labour constraints faced by Auckland’s key sectors.

Firm-level financial data is subject to confidentiality issues, meaning that alternative ways to estimate
industry profitability were used. Industry level estimates of operating surplus were used as a proxy for
profitability for some of the key sectors. Business services and professional type activities tend to have
relatively high gross operating surpluses. This does not reflect the capital structure (and capital
intensity) of sectors.

The underlying profitability of Auckland’s key sectors could be estimated by reviewing confidential (IRD
and SNZ) data or alternatively by obtaining an overview of each key sector’s financial characteristics via
the sector engagement process. It is important to remember that profitability is not the only
consideration for firms and businesses in operation in Auckland. Firms make decisions based on a
variety of factors, of which profitability is only one. Exploring trade-offs should be addressed in a sector
engagement process with the key industries.
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1 INTRODUCTION

It is widely recognised that cities have become key actors in the global economy, forming hubs or
agglomerations of economic activity, within an increasingly connected global economy. As stated by Kofi
Annan (UN, 2000),

‘We have entered the urban millennium. At their best, cities are engines of growth and
incubators of civilization. They are cross-roads of ideas, places of great intellectual ferment
and innovation’.

Importantly, Auckland is one of a group of cities around the world, like London, Paris or Bangkok, which
accounts for a very high proportion of its national income. These cities produce economic surpluses, of
benefit to the nation. Auckland provides specialised business, financial and distribution services that are
utilised all over the country. It is also the country’s major international gateway and transport centre, and
with its large population base, provides the countries’ most significant domestic market.

It is without question that the prosperity of New Zealand as a whole is tied closely to the performance of
this principal city. Also in the highly competitive global economy, Auckland’s success as an international
city both now and into the future is strongly dependant on its ability to attract skilled people, investment
and high-value economic activity.

Given this context, it is important that robust statistical information and tools are made available to policy
makers so that it may be possible to track the source and performance of regional competitiveness in
Auckland. But in New Zealand, as is the case in many countries (OECD, 2009), such regional-level
information is not always readily available.

1.1 PURPOSE

Providing an evidence-base in economics is important. Recent focus on the logic of Auckland’s economic
system in terms of production, consumption, distribution, governance and general functioning led to a
greater understanding of the problems and opportunities that Auckland and New Zealand face together.

Such introspection is important, but little is known about the inter-dependencies and features of the
economic system that are contributing to Auckland and New Zealand’s slide down international ratings of
economic growth, standards of living and well-being.

The Ministry of Economic Development (MED) identified international comparator city-regions, which have
some similarities to Auckland in terms of size, composition and relative position in their regional/state
contexts. MED sought to develop a robust monitoring framework that could measure the relative
competitive advantage of these city-regions, while uncovering the distinctiveness of these areas. This work
provides the first step in a bench-marking process, enabling the comparison of Auckland, as a city-region,
with others internationally. It was clear that traditional statistics were not sufficient to analyse fully the
concept of city-region competitiveness, and they needed to be supplemented by and combined with other
indicators. The clear grounding, or place-specific element of city-regions was recognised as crucial for
understanding city-region competitiveness. Thus the concept of distinctiveness of a city-region was thought
to be a powerful explanatory factor for economic outcomes. This required a re-expression of how city-
region competitiveness is conceived — or the development of a more holistic conceptual framework. This
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indicator report is nested within a logical framework developed while unpicking the components of
competitive advantage.

1.2 A CONCEPTUAL FRAMEWORK FOR THE ANALYSIS AND DEVELOPMENT OF
COMPETITIVE ADVANTAGE INDICATORS

MED monitors the overall economic outcomes for New Zealand, and is concerned with the notion of city-
regional competitiveness as a contributing factor to economic well-being. The complexities of the interplay
between individual agents and overall economic outcomes were explicitly recognised and explored, and a
conceptual framework, developed to articulate some of these connections, was produced by MED in
collaboration with Market Economics Ltd (Figure 1.1).

Figure 1.1: Framework for city-region competitiveness

City-Region Competitiveness: GDP per capita

City-Region Outcomes: Productivity, Incomes, Employment

Firm and Industry Competitiveness

ources of Advantage

The framework assesses overall city-region competitiveness in terms of GDP per capita, which results from
productivity growth within firms and industries. Between the firm level and the city-region level, lies an
array of factors that influence this productivity and competitiveness. The agglomeration effect of firms in
urban areas is one such factor. Industry sources of advantage, city region distinctiveness and city-region
factor endowments were identified as concepts that affect competitiveness. After conceptualising the
important factors, the next step was how to measure these broad and bold concepts, and identify what
indicators were relevant for this process.




3

The process of indicator selection is not a trivial task, and leads to careful consideration of the economic
method employed. Within the economic discipline, as with any other system that is characterised by
complex inter-relationships and inter-dependencies, there is the danger that the theoretical work at a
conceptual level is not aligned with the observable evidence, or that the observable evidence drives the
conceptual framework. Furthermore, given the problems acknowledged by bounded rationality (Simon,
1957), key inter-relationships associated with economic performance may get lost in the expression of
indicators. Attempts were made to balance this tension in this study by balancing aspiration and
pragmatism (see section 1.3), involving dialogue with MED.

The challenge in this study was to use best practice for indicator development which was/is robust enough
to adapt and change, should the indicator not fit the conceptual framework. It is an attempt to build
evidence-based economics, which is described as:

‘the conscientious, explicit and judicious use of sound evidence in making decisions about the
welfare of societies....The practice of evidence based economics means integrating individual
socio-economic expertise with valid external evidence from systematic research relevant for
the purpose at stake’ (Reiss, 2007:13).

Comprehensive indicator sets generally aim to create an overall picture of how a nation, region or
community is doing, and the interconnectedness of various information areas. Specialised indicator sets
aim to provide in-depth information about a particular topic, issue or population group (Statistics New
Zealand, 2009).

Indicators are developed to measure what is valued. The choice of indicator is a critical determinant of the
behaviour of a system (Meadows, 1998). In general, indicators are assessed with respect to their relevance
to the concept under scrutiny, the frequency of measurement and consistency over time, their availability,
their comparability (MED, 2005; SNZ, 2009; Meadows, 1998).

1.3 METHOD EMPLOYED

In this study, a tandem-approach was adopted in the articulation of the conceptual framework and
development of relevant indicators to populate that framework. This enabled iteration between the
framework and the indicators, in a process of refinement of the conceptual framework.

A mix of aspiration and pragmatism was employed. A thorough assessment of available indicators was
undertaken, both in New Zealand and internationally. Rather than relying on existing indicators, and
limiting the conceptual framework to available datasets, a comprehensive set of existing and potential
indicators was drawn up for each concept. This enabled an ex-post evaluation of the measures that best
capture the concepts in question. These were presented in matrix form, which clearly showed the
interconnection between indicators and in some cases between concepts. A selection process ensued,
populating the framework with the relevant indicators. During this process, gaps and areas for future
investigation were identified.




During the final selection of indicators, a template for each indicator was drawn up, looking at:

e Name of the indicator

o |Itslevel in the conceptual framework (as in Figure 1.1)

e Technical definition — what does the indicator measure?

e Purpose of the indicator — why is it important for the concept in the framework?

e What this indicator is about

e Monitoring frequency

e Source of data

e Availability/measurability/issues with the indicator

e City-regional comparability

e Gaps and limitations

e Additional notes that may help with the interpretation of the data, measurement techniques or how
the indicator is compiled. Links to other reports or data that provide context or a broader picture.

e Interpretation/summary of what the indicator is showing

In terms of comparability, MED officials had selected six other cities for comparison with Auckland, based
on previous work undertaken by MED and various governmental (including local) agencies working within
Auckland. It was not possible to get comparable data for all city-regions. A discussion on the rationale for
selection is given in 1.4.1, followed by a discussion of the boundaries for each comparable city region in
section 1.3.1

1.3.1  CHOOSING COMPARATOR CITIES

In order to compare Auckland with international city-regions, a variety of dimensions were considered and
a distinction is made as to whether the choice of city-region is for the purpose of just tracking cities that are
similar, or whether the comparison is for more aspirational reasons, showing where Auckland could or
should be.

Earlier work on performance and competitor benchmarking was completed by NZIER for the Auckland
Regional Economic Development Strategy (NZIER, 2002). In that report, Auckland was compared to Sydney,
Brisbane, Melbourne, Adelaide, Hobart, San Francisco, San Diego, Seattle, Portland, Vancouver and
Singapore. These cities were considered to be ‘competitor cities’ in that they serve an ‘important trade
function, and, allowing for contextual differences, achieve aspects of performance we would like Auckland
to mimic’ (p. 5). It was discussed by NZIER that there is not an ideal match of a city-region for Auckland as it
has the ‘somewhat uncommon role as the funnel of trade for the rest of the country’ (p. 5). The availability
of comparable data also limited NZIER’s choice of benchmark cities.

At a national level, New Zealand is generally compared against OECD countries. When New Zealand’s
production structure, distance from main markets and natural resources are taken into account, it is clear
that New Zealand is similar to other small, open, advanced economies of the world. Key comparator
countries for New Zealand may be narrowed to Finland, Sweden, Norway, Denmark, Iceland, the
Netherlands, Canada and Australia (see MED & ARC, 2006; Claus & Li, 2003). These countries may provide
guidance as to the cities that would be useful to compare Auckland with.
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In MED’s Economic Development Indicators 2007 report, Auckland was benchmarked with six cities —
Brisbane, Melbourne, Adelaide, Seattle, Vancouver and Copenhagen. This was based on a number of
criteria:

e Similarity in size, density, economic make-up and policy

e Competitors for resources (such as skilled workers, businesses and investment)
e Inour locality, that is, Australasia

e (ities that set an example for future development.

This study continues from the 2007 work, attempting to compile data which was not so readily available for
the comparator cities. Further questions that arose from this initial work and which should be borne in
mind are:

o Are these the right set of comparator cities for the future monitoring of Auckland’s performance?

e Isthere the right balance of European versus North American cities? What about Asian cities?

e Given that Auckland is important in its national context, what other cities play this role?

e  Which cities have really transformed? Who has invested heavily recently, and what outcomes have
they achieved?

1.3.2 COMPARATOR CITY-REGION BOUNDARIES

The geographic areas included in this study’s international city-region comparison are as follows:
Copenhagen

Region Hovedstaden/Capital Region of Denmark (previously known as Greater Copenhagen Region)
established on January 1, 2007 as part of the 2007 Danish Municipal Reform. It consists of Cobenhavns
(Copenhagen city), Kobenhavns omegn (Copenhagen suburban), Northzealand and Bornholm (Statistics
Denmark, 2007 and 2010).

Source: Statistics Denmark, 2007. Statistical yearbook 2007. Denmark: Statistics Denmark
Statistics Denmark, 2010. Statistical yearbook 2010. Denmark: Statistics Denmark

Seattle

The U.S. Census Bureau defines the Seattle metropolitan area as the Seattle—-Tacoma-Bellevue, WA
Metropolitan Statistical Area, which is made up of Seattle—Bellevue—Everett metropolitan division and
Tacoma metropolitan division. (U.S. Census Bureau, 2008)

Source: U.S. Census Bureau, 2008. Population Division Metropolitan Statistical Areas and
Components. U.S. Census Bureau: Population Division

Vancouver (Census Metropolitan Area)

Vancouver CMA defined by Statistics Canada has perfectly conterminal boundaries with the Greater
Vancouver Regional District (also known as Metro Vancouver) (Statistics Canada, 2006).

[ Sources: Statistics Canada, 2006. Census 2006 Community Profiles. Ontario: Statistics Canada }




Auckland Region

Auckland Region is one of the sixteen regions of New Zealand. At the time of this research, it consisted of
seven territorial authorities, including Auckland City, Manukau City, North Shore City, Waitakere City,
Papakura District, Franklin District (parts of) and Rodney District.

[ Sources: Statistics New Zealand. Census 2006. Auckland Regional Council monitoring data. ]

Brisbane, Adelaide and Melbourne

Brisbane, Adelaide and Melbourne are the statistical divisions used under national regional profile and
census by Australia Bureau of Statistics (Australia Bureau of Statistics, 2010).

Sources: Australia Bureau of Statistics, 2010. National Regional Profile.
Belconnen: Australia Bureau of Statistics.

1.3.3  CITY REGION ECONOMIES

As can be seen from Figure 1.1 above, firms and industries operate in a city-region, moulding and defining
the city-region’s economy. The city region economy is a complex web, dependent on the interaction of
agents and business models, the prevailing goals and aspirations of the individuals and firms operating
therein, and the resources available to them in the production process. Some industries exist to carry out
basic functions or services to keep a city-region in operation, and are therefore domestically focussed. This
is particularly the case for certain services such as health, government administration, and also for the
construction industry, which exists for the purpose of capital formation, a precursor to the production of
goods and services. Other industries have extended markets, and serve customers out of the city-region.
For a small open economy such as New Zealand, the industries and sectors that export internationally are
crucial for the growth of the New Zealand economy overall.

To elucidate what is happening in Auckland industry, and to determine the industries that are important
from a policy perspective, a selection or filtering process was adopted in this study. This was an attempt to
identify the sectors that currently play a vital role in the Auckland economy. The Australian and New
Zealand Standard Industrial Classification (ANZSIC), developed jointly by Statistics New Zealand and the
Australian Bureau of Statistics, classifies every business in operation according to its predominant activity.
There are 477 classes of industry identified in ANZSIC (SNZ, 2004). Market Economics Ltd and the Ministry
of Economic Development undertook a multi-criteria selection process of these classes, based on principles
of prioritisation (see Appendix 1), for identifying the key industry sectors in Auckland. The first stage (Filter
1) looked at relative size and importance of the 477 classes, identifying growth industries at this, so called,
six-digit level of ANZSIC. As the model for the Auckland economy used in this study is an input-output
model, these 477 industry classes were aggregated up to the 123 input-output industries (SNZ, 2001). The
second stage (Filter 2) was similar to the first, but was conducted at a different level of industry analysis.
From this filtering process, key sectors were emerging according to the criteria identified as being
important — such as business activity and employment, the relative importance of the industry, basic
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economic characteristics and impact ratios. Thus, from beginning with a broad picture of all the industries
in Auckland and their relative performance, certain sectors were focussed on. In line with the economic
literature on sector development, while also considering the national economic development objectives
(under the government’s Economic Growth Agenda), three factors were considered crucial for the selection
of key-performing industries: 1. the extent to which the industries were growing; 2. their relative size; and
3. the extent of exports. The sector shortlist was then reviewed against previous research, existing national
datasets and information on New Zealand’s industries of revealed comparative advantage which resulted in
further refinements and revisions of the sectors. Export size was a key determinant and only the largest
export sectors were included — a threshold of around $20m was set (equal to +80" percentile). Thus the
filter was run again, with these three factors weighted. Thus the ‘key sectors’ as identified in section 5.5
emerged. During the course of undertaking this work, it was also recognised that certain sectors were seen
as sectors of future growth (in line with the national Economic Growth Agenda priorities), and although
they did not emerge in the filtering process, they were included for comparative analysis in this report for
relative assessment and to give an idea of relative size.

1.4 ORGANISATION OF REPORT

The organisation of this report follows the logic of the conceptual framework. Each level in the conceptual
framework is given a separate section, with the indicators embodied under each concept discussed. A
synthesis of each concept is given after the presentation of the data of each indicator.

Section 2 looks at overall city-region performance, and how performance is measured. Section 3 looks at
the economic outcomes of city-regions, and measures such as agglomeration, productivity, income and
employment that are indicators for economic outcome. Section 4 turns to measures of distinctiveness for
city-regions. It is within this chapter that more qualitative indicators are introduced. Distinctiveness has
sub-components, here classified according to image and identity, built environment, connectivity,
knowledge resources and amenities. Section 5 looks at factor endowments, economic concepts developed
in the early twentieth century for understanding production processes. Endowments are discussed under
the sub headings of land, labour, capital, entrepreneurship and industry structure. Section 6 presents
indicators on industry sources of advantage. The focus of this Section is specifically on the Auckland city-
region and the competitive sectors therein. This Section is broken down into demand conditions, strategy
and capability, related and supporting industries, skills and expertise. Section 7 looks at firm and industry
competitiveness. Section 8 presents our overall evaluation of the indicators in terms of type, completeness,
reliability and availability, relevance and whether more work is required. This is the basis for a gaps analysis
in the indicator framework development.




2 CITY-REGION PERFORMANCE: GDP PER CAPITA

Gross domestic product (GDP), which measures the income earned by production, is the most widely used
indicator of economic activity internationally. It is also one of the main outputs of all countries’ National
Accounts. As GDP is a measure of production, growth in GDP implies simply that there has been an increase
in the market value of all final goods and services made within a year.

For a variety of reasons, one must be very careful in using the GDP measure as an indicator of societies’
welfare or standard of living. Importantly, GDP takes no account of the benefit or otherwise of the
produced goods and services that are aggregated to calculate the measure. Taking an extreme example, if
Auckland were to be subject to a major disaster necessitating the redirection of a significant proportion of
normal consumption expenditures and savings towards rebuilding, GDP would actually show an increase,
despite the obvious drop in welfare. GDP figures furthermore exclude activities that do not result in a
monetised exchange, such as unpaid household work and time given freely by community groups,
irrespective of the potential contribution to society. Despite these cautions, GDP remains the standard
measure of economic success. Partly this is because GDP possesses a clear and standardised method for
calculation (United Nations, 1993), which few other indicators can boast. There is also little consensus on a
suitable alternative to the measure.

GDP per capita is often used as a proxy for the average prosperity of a region or nations’ people. Although
GDP per capita is often positively correlated with standard of living, there are a number of limitations to
this measure.” In addition to those already described above, as GDP per capita is an average, it does not
indicate the distribution of income within the economy (this is addressed in sections 3.2.4 and 4.2.6, in the
distribution and equality indicators).

Overall, Auckland has consistently higher GDP per capita values than the New Zealand average. There is
convergence within New Zealand however, with the gap between Auckland and the New Zealand average
decreasing. However, on an international level, Auckland ranks relatively low, and behind all but one of the
comparator cities that were chosen for this study.

2 See McDonald et al. (2009) for a further critique of GDP per capita measures and an alternative measure of well-being.




2.1 REAL GDP PER CAPITA (AUCKLAND AND NEW ZEALAND)

No official regional GDP figures are produced by Statistics New Zealand. Infometrics Ltd produces quarterly
GDP figures for the regions of New Zealand.? Their method is based on a Regionalised Industry Employment
Model, enabling a regional comparison for GDP, which allows for historic time series analysis, and which is
also used for projections.

Auckland has had a consistently higher rate of GDP per capita than New Zealand. Auckland’s GDP per capita
was NZgs/96533,400 compared to New Zealand’s NZgs/96530,600 in 2009. Over the years 1997 to 2005,
Auckland’s GDP per capita ranged between 11 and 14 per cent higher than New Zealand’s. However the
gap or differential has been reducing in recent years — and was down to 9 per cent in 2009 (Figure 2.1).

In absolute terms, GDP per capita rose from NZgs/96529,500 to NZgs/96535,000 between 1998 and 2005 for
Auckland. Comparably, the average GDP per capita for New Zealand rose from NZgs,46526,000 to just over
NZg5/96531,000 during this time. Over the last two periods, Auckland’s real GDP per capita declined, and was
at NZgs/96533,500 in 2009 (which were comparable to 2003 GDP per capita levels).

Figure 2.1: Real GDP per capita — Auckland and New Zealand

$38,000
Percentages show the differential of how much Auckland's
GDP per capital is above the average for New Zealand
$36,000 12% 11%
12% 11% 10%
12% 9%
$34,000 13% o

11%
$32,000 149 12%

$30,000 12% 13%

$28,000

$26,000

GDP per capita (95/96 NZ5)

$24,000

$22,000

$20,000

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

B Auckland = NZ

Source: Infometrics Ltd and Auckland Regional Council economic monitoring

3 see http://www.infometrics.co.nz/regional.asp. Infometrics GDP figures were used in this section due to the frequency of model updates. The Value Added figures
(GDP) used in the sector analysis come from Market Economics in-house models and datasets that offer regionalised data. These datasets do not provide quarterly
trends.
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2.2 COMPARATIVE GDP PER CAPITA FOR SELECTED CITY/REGIONS

The OECD project Competitive Cities in the Global Economy focuses on the 78 largest metro regions in the
OECD, with Auckland being the smallest (of this OECD study), with 1.4 million inhabitants, and Tokyo the
biggest, with 35 million inhabitants. As the OECD project does not include all comparable cities selected for
this report — Adelaide, Auckland, Brisbane, Copenhagen, Melbourne, Seattle and Vancouver — an
alternative internationally comparable source/study of GDP per capita was used. The Demographia (2009)
study extends the analysis in the OECD research, to incorporate a total of 100 metropolitan regions, with
populations in excess of 1 million (Figure 2.2). The North American (particularly the US) metropolitan
regions (coloured dark blue below) have the highest GDP per capita levels overall. 35 of the first fifty
metropolitan regions that have the highest GDP per capita are North American. Brussels has the highest
levels of GDP for the European cities, while Perth has the highest Australian level.

Auckland is the only NZ city included in this study, and can be seen in white. Auckland was ranked eighty-
fourth out of the 100 metropolitan regions of this study.

Figure 2.2: GDP per capita (SUS) in selected city urban regions, 2005

$90

Thousands

B North America M Europe Asia M Australia OAuckland

$70

$60

Source: Demographia (2009)

With respect to the comparator cities of this study, Auckland was sixth out of the seven cities, with a GDP
per capita of US,00:535,300 (purchasing power parity) in 2005. Adelaide had a lower value of US,40s5$33,500.
Brisbane, Vancouver and Melbourne were slightly higher than Auckland, with US,505$37,900, US,005537,600
and US,005537,100 respectively. Copenhagen had a value of US,005$42,700. Seattle had the highest GDP per
capita figure of the seven comparator cities, with US,05557,600. This is substantially higher (over 60 per
cent) than the Auckland figure. These figures are shown in Figure 2.3 with the respective Demographia rank
shown in red above the GDP per capita figure for each metropolitan region.
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Figure 2.3: GDP per capita SUS (2005)
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Source: Demographia (2009)

This data source is useful as it provides some estimation of relative GDP per capita levels at a metropolitan
region level. However, caution is warranted with the precision of the estimates, as the estimates not
provided by OECD were scaled from similar data, and are subject to error. In some cases (notably Brisbane,
Perth and Adelaide) it was noted that the estimation factors were for areas considerably larger than the
metropolitan regions leading to further biases (Demographia, 2009).

2.3 SYNTHESIS: CITY-REGION PERFORMANCE

Auckland was ranked 84" out of 100 metropolitan regions worldwide in terms of GDP per capita. With
respect to the comparator cities of this study, Auckland was 6™ out of the 7 cities, with a GDP per capita of
US3005535,300 in 2005.

Overall, Auckland has consistently higher GDP per capita values than the New Zealand average, but the gap
between Auckland and the New Zealand average is decreasing. However, on an international level,
Auckland ranks relatively low, and behind all but one of the comparator cities that were chosen for this
study.
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3 CITY-REGION ECONOMIC OUTCOMES

Many forces shape the economic outcomes of a city-region. Assessing the economic outcomes enables an
understanding of the strengths and weaknesses of the economic system. Using comparative statics and
historical trends enables a précis of the differences between economic systems, and may lead to a
refinement of how a particular city-region is conceptualised. Monitoring economic activity and its effects
can unearth the causal mechanisms underpinning those outcomes. On a pragmatic level, understanding
city-region outcomes and the forces that caused them is crucial for planning and decision making
processes, and should influence how resources are allocated, deployed and redeployed within the
economy. The competitive nature of gaining economic advantage lends itself to comparisons of outcomes,
and measuring how competitively city-regions perform. This section looks at three large economic
outcomes, and assesses appropriate indicators for their measurement:

1. Productivity which is a technical economic concept that measures efficiency on a macro level;
Incomes which show economic outcomes on a personal/household level, and is used as a measure of
standard of living; and

3. Employment which is the interface between macro-economic processes and autonomous economic
agents who choose to participate in certain processes.

3.1 PRODUCTIVITY

Productivity is a measure of the efficiency with which inputs are being used within the economy to produce
outputs. Productivity is commonly defined as a ratio of a volume measure of output to a volume measure
of input. Growth in productivity means that a nation can produce more output from the same amount of
input. Productivity growth is an important contributing factor to a nation’s long-term material standard of
living. Productivity can be measured as a single or partial statistic (i.e. relating output to a single type of
input such as labour or capital), or it can be measured as a ratio of total output to a composite of inputs
(multi-factors).

PRODUCTIVITY MEASUREMENT IN NEW ZEALAND

The Statistics NZ method of estimating productivity statistics is based on OECD guidelines, as outlined in the OECD (2001) manual.
The approach adopted is referred to in the manual as ‘the index number approach in a production theoretic framework’. The
calculation of productivity statistics begins by postulating a production function of the form:

V = A(t) x f(L,K)

Where: V = value-added in constant prices L = real labour inputs K = real capital inputs
f(L,K) = a production function of L and K that defines an expected level of output
A(t) = a parameter that captures disembodied technical shifts over time, i.e. outward shifts of the production function allowing output to increase
with a given level of inputs (MFP)

Given the existence of index values for labour volume and value-added, it is possible to calculate labour productivity for the
measured sector as:
LP=V/L
Where LP = an index of labour productivity. This is an index of value-added in constant prices divided by an index of labour inputs.

Similarly, a capital productivity index (KP) is calculated as:

KP=V /K
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3.1.1  MULTI-FACTOR PRODUCTIVITY

Multi-factor productivity (MFP) is measured as a ratio of output to total inputs (capital, labour, energy,
materials etc.). Growth in MFP therefore captures growth in output that cannot be attributed simply to the
changes in the volume of input. Changes in MFP can arise out of a variety of effects, including
improvements due to economies of scale, growth in managerial skills, new technologies and changes in the
way in which production is organised.

From a theoretical viewpoint, multifactor productivity is the best measure of how effectively resources are
being used in a productive way in a particular economy. In practice however, such a concept is difficult to
measure. Among the problems are complexities associated with capturing all inputs in production
processes, and accounting for quality as well as quantity changes in inputs.

The Statistics New Zealand (SNZ) method of estimating MFP is based predominantly on OECD guidelines®,
but the method is applied only to the ‘measured sector’ of the economy (public sector e.g. government and
education, and property sectors are excluded). There are also some variations in the method applied by
SNZ compared with the OECD, which means that productivity measures produced by the two agencies
cannot be directly compared. Unfortunately, neither the OECD nor SNZ publish MFP statistics at a regional
level. The OECD estimates of MFP are, however, produced for all the OECD countries, which enables
comparisons to be made between NZ as a whole and other nations.’

OECD comparable growth rates in multifactor productivity are shown in Figure 3.1 for two time periods;
1995 to 2000, and 2001 to 2007. In all countries except the United States, multifactor productivity slowed
down in the second time period. Australia and Canada experienced a strong decline to 0.3 per cent in the
second period, compared to rates of 1.5 per cent in the first period. In New Zealand, multifactor
productivity growth dropped from 0.8 per cent to 0.6 per cent between the two periods.

Figure 3.1: Percentage Growth in Multi-factor Productivity, 1995-2000 and 2001 t02007
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Growth of multi-factor productivity, in per cent

Source: OECD Compendium of Productivity Indicators, 2008

* OECD (2001) Measuring Productivity. OECD
5 Under the SNZ method, MFP is the growth in output that cannot be attributed to either capital or labour inputs only. Thus changes in the quantity of other inputs (e.g.
materials, energy) are included in the measure of MFP.
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More detailed recent trends in NZ's MFP, based on the SNZ data, are shown in Figure 3.2. In the year to
March 2009, MFP declined 3.1 per cent and according to SNZ this was due to an increase in total inputs
(+1.0 per cent) while output decreased (-2.2 per cent). From 2006—09, MFP has declined for the first time
across a cycle in the wider series, with an average decrease of 1.5 percent annually. Output rose 0.5
percent on an average annual basis, while total inputs rose 2.0 percent. The main contributor to growth in
total inputs was capital input. Caution should be exercised in this comparison as the 2006—-09 period is not
a complete cycle.

Figure 3.2: New Zealand MFP Index (Base Year = 2000)
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3.1.2 LABOUR AND CAPITAL PRODUCTIVITY

Labour and capital productivity are single (or partial) factor productivity measures, recording the level of
output per unit of a particular input. Thus labour productivity is typically measured as the quantity of
output (or value added) produced by a unit of labour (typically expressed on a per hour worked basis). It is
important to note that while labour productivity does reflect the personal capacities of workers and the
intensity of their efforts, a productivity change shown in this index may also be due to a change in the mix
of total inputs. For example, if additional machinery (capital input) is used to assist in production, less
labour input may be required to produce the same level of output. This will increase labour productivity,
simply because the mix of inputs has altered. By comparison, multifactor productivity takes into account
substitution between labour and capital inputs, and is therefore not directly affected by a change in the mix
of total inputs.

Growth in labour productivity for NZ and selected OECD countries are shown in Figure 3.3. For the period
1995-2000, NZ outperformed Denmark but lagged Australia, Canada and the United States. For the latter
period, 2001-2009, the results are slightly better with NZ outperforming Canada as well as Denmark and
moving into closer alighment with Australia.
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Figure 3.3: Percentage growth of labour productivity, 1995-2000 and 2001-2007
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Source OECD Compendium of Productivity Indicators, 2008

Relative incomes are discussed in detail in the following section. However, a look at the percentage change
(growth) in incomes, percentage growth in labour productivity, and growth in labour costs (wage increases)
provides an indication of inflationary pressures in some OECD economies (OECD, 2008:50). For 2001-2006,
the United States had strong labour productivity growth but lower unit labour cost growth, implying a
lower inflationary environment compared to Denmark, Australia, Canada and New Zealand (Figure 3.4).
Interestingly, NZ had the highest differential between growth in unit labour cost and labour productivity
growth, pointing to inflationary pressures on producers’ prices.

Figure 3.4: Comparison of unit labour cost growth and labour productivity change

2001-200G, Unit Labour Costs compared with Labour Productivity

& Total Economy, percentage change at annual rate =
7 4 UNIT LABOUR COSTS & LABCUR PRODUCTIVITY

o
8 -
5 ®

¢ °
4 4 L L J
L ]
-
3 s *
L ]
a1 ® * @ - °
- - * .
e
1 L e ° Ad * -1 -
. -

o - e e
l T

-3
ALY LI LSS L PSS IIJE IS LS 5SS
o &

=F

Source: OECD Compendium of Productivity Indicators 2008




16

While labour productivity is the most common partial productivity measure, capital productivity also
provides some interesting information about productivity change. Figure 3.5 below is taken from the OECD
(2008) publication and provides information on capital productivity growth for OECD countries across two
periods, 2001-2006 and 1995-2000. With the exception of Belgium, Finland and Sweden, all countries
experienced declines in capital productivity over the two periods. For NZ, there was a particularly marked
decline in capital productivity over the 1995-2000 period, at -1.92 per cent per annum. A factor that
strongly influences the rate of output per unit of capital input is the amount of workable hours available
per unit of capital. Generally, the cost of using capital has declined relative to labour, so that labour input
per capital input has declined — leading to the observed decline in capital productivities.

Figure 3.5: Growth in capital productivity, 2001-2006" compared with 1995-2000.
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Source: OECD Compendium of Productivity Indicators 2008

In terms of interpreting this indicator, it is important to note that capital productivity values vary
considerably with business cycles, and that no adjustments are made to account for capacity utilisation.
This is important because capital investments tend to occur relatively infrequently, providing excess
capacity to be taken up over time. In calculating capital productivities, the rate of change of capital services
is, however, simply assumed to coincide with the rate of change of the capital stock.

3.1.3  SYNTHESIS: PRODUCTIVITY

The growth of multifactor productivity slowed in all comparator countries (except the United States) in the
first years of this decade, compared to the second half of the 1990s. For New Zealand, from 2006 to 2009,
multifactor productivity declined for the first time across a business cycle in the wider series (SNZ). Output
rose 0.5 percent on an average annual basis, while total inputs rose 2.0 percent. New Zealand had higher
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labour productivity growth than Demark for the period 1995-2000, but was behind Australia, Canada and
the United States. For the most recent period (2001-2009), the results show New Zealand outperforming
Canada as well as Denmark and moving into closer alignment with Australia. New Zealand had the highest
differential between growth in unit labour costs and labour productivity growth for the comparator
countries, implying high inflationary pressure on producer’s price. There has been an actual decline in
capital productivity over the same two periods for all comparator countries. A factor that strongly
influences the rate of output per unit of capital input is the amount of workable hours available per unit of
capital. Generally, the cost of using capital has declined relative to labour, so that the labour input per
capital input has declined as well — leading to the observed decline in capital productivities. It is important
to interpret capital productivity in terms of the business cycle, as capital investments occur relatively
infrequently.

3.2 INCOMES

The level of income is a fundamental outcome of economic activity. Incomes are often used to compare the
standard of living in a city-region. Calculation of incomes is not an insignificant task, as capturing all sources
of income (earned through wages and salaries or through investment) is not necessarily straightforward.
There is also the problem of self-reporting income levels through surveys, and these incomes tend to be
under-reported. Taxes are levied on income, and countries have differing tax rates, affecting the net
income that workers receive. In addition to income, there are many other factors that affect the relative
competitiveness of a city-region with respect to attracting labour on income grounds. Two comparable
indicators are used in this section to unbundle some of the differences between the comparator cities of
the study: (1) average weekly earnings of households across the seven city-regions and (2) an indicator of
income differentials — the Gini coefficient. The latter shows how income is distributed within the countries,
with detailed regional data available for Auckland for this indicator.

3.2.1  HOUSEHOLD INCOME

Income is one of the single most important influences on quality of life, as income levels determine the
ability of people to purchase goods and services according to their needs and preferences. Incomes are, in
turn, an outcome of economic activity. Workers are repatriated for their contribution to industry
(wages/salary) and households also receive returns on investment. Also affecting household income levels
are government transfers amongst income sources, captured through taxes and benefits/subsidies.

SNZ publishes data from the NZ Income survey annually (as a supplement to the Household Labour Force
Survey). In this survey, weekly income is defined as the income received before tax from all sources, such as
wages, salary, self-employment, government transfers, private superannuation and pension schemes,
annuities and investment income. It measures the income received over an average week in the June
quarter. Average weekly income for all people is the total of weekly income for the working-age
population, divided by the working-age population.

Over the past decade, both Auckland and Wellington have maintained a consistent wage premium over the
rest of the country.® Auckland also has a higher proportion of employees in high-wage industries. Average
weekly earnings per household in the Auckland region were NZ$913 in June 2009. This was 5 per cent

6 Data sourced from http:/monitorauckland.arc.govt.nz
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above the New Zealand average of NZS$S868. Interestingly, average weekly earnings per household did
however drop by NZ56 over the year to June 2009. For assessing average weekly household incomes for the
comparator cities, calculations were made using official reported statistics. It was not possible to get
consistent data for a comparable year, but adjustments were made to figures to convert them to 2006 US
dollar equivalents. Data was sourced for the 2006 year, but was not available for Copenhagen (data 2007
Census was used) or Seattle (data from the 2008 King Country Census was used).’

In comparing average weekly household incomes across the comparator cities from these estimates
(converting local currencies to US dollars), Auckland had the second lowest level (US$849), above Adelaide
(Table 3.1). Average weekly household incomes in Copenhagen (US$1,757) were double that of Auckland.

Table 3.1: Average weekly household incomes in US dollar equivalent, 2006
Auckland Copenhagen' Seattle’ Vancouver Brisbhane Melbourne Adelaide

849 1,757 1,185 1,202 898 872 747
Sources: ' Data from 2007 Census; > Data estimated from 2008 King County Census Other sources Censuses 2006

This indicator of average weekly household incomes is estimated from different data sources that are not
directly comparable. The most appropriate data sources were chosen, and consideration was taken to
reduce estimation bias. However, caution is warranted in their interpretation, and they should be treated
as estimates. Direct comparison of income levels should be treated with caution, as they do not indicate
the purchasing power of that income. Attention is drawn to Section 5.2.5 which discusses the average wage
rates of different cities using a purchasing power parity approach. The distribution of income in an
economy is an important indicator, revealing how concentrated wealth is.

3.2.2  GINI COEFFICIENT

While acknowledging that household size, composition and preferences differ markedly, and that these
attributes affect the utility experienced by different households from incomes received, income
distributions are considered to be an important measure of living standards. It is implicitly assumed that a
certain level of equity in incomes is desirable, on social justice grounds. For one, it is assumed that an
equitable distribution of incomes amongst a population will maintain cohesion within a society and reduce
conflict. Additionally, it is reasoned that, because of declining marginal utility, additional units of income
received by the very wealthy will not provide as significant benefits as additional units of income received
by the very poor. The Gini coefficient is a commonly utilised indicator of income distribution, recording the
ratio of income distribution per quintile. Specifically, Gini coefficients, G, are calculated using this formula:

3, (2i-n-1)X,

nz-r]: Xi
where n is the number of income groups (Quintiles), i is the rank Value'in ascending order (1 to 5) and X; is the average annual
income in each income interval. A Gini coefficient of 0 indicates a complete equal distribution of incomes, while a value of 1

indicates complete inequality, or all income is held by a single quintile.

7 Data for Copenhagen sourced from the 2007 Census from www.skm.dk; for Auckland, sourced from the Household Income survey

http://www.stats.govt.nz/tools and_services/tools/TableBuilder/income-tables.aspx; for Vancouver from Census data www.bcstats.gov.bc.ca; for Seattle from Census
data http://www.census.gov/hhes/wwwi/income/data/historical/metro/msa1.html and for the Australian cities from Census data from
http://www.abs.gov.au/websitedbs/D3310114.nsf/home/Census+data



http://www.skm.dk/
http://www.stats.govt.nz/tools_and_services/tools/TableBuilder/income-tables.aspx
http://www.bcstats.gov.bc.ca/
http://www.census.gov/hhes/www/income/data/historical/metro/msa1.html
http://www.abs.gov.au/websitedbs/D3310114.nsf/home/Census+data
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Comparable Gini coefficients were available at a national level, from the United Nations database. Denmark
has the most equal distribution of incomes in the world, with a coefficient of 0.24. Of the five countries,
New Zealand had incomes more equally distributed only than the United States, and the levels of income
distribution are similar to Australia, and slightly more unequal than Canada.

Table 3.2: Gini Coefficient
Denmark Canada Australia New Zealand United States
Gini Coefficient 0.247 0.326 0.352 0.362 0.408
Source: UN Human Development Index, 2009

Although not directly comparable to the UN Gini coefficient, a New Zealand study into income inequality
showed similar rates. Gini coefficients were measured for both the Auckland region and the country in its
entirety (Figure 3.6). Looking at the time series over the last twenty years both Auckland and NZ have
experienced general growth in the Gini coefficient over time, meaning that the level of income disparity has
increased. For Auckland the coefficient increased from 0.34 in 2008 to 0.39 in 2006, and for the country as
a whole the coefficient increased from 0.34 to 0.38 over the same period. Interestingly, whereas up until
around 1992 the Gini coefficient was approximately the same for NZ and Auckland, post this date there was
a strong divergence, with Auckland experiencing higher levels of inequity than New Zealand.

Figure 3.6: Auckland Region and New Zealand Gini coefficients 1989-2006
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3.2.3 SYNTHESIS: INCOMES

Auckland maintained a consistent wage premium (5 per cent above) over the rest of the country for the last
ten years. Auckland also has a higher proportion of employees in high-wage industries. With regards the
comparator international cities, Auckland’s household incomes were low, behind all the city-regions except
for Adelaide. Copenhagen had average household incomes double that of Auckland. In terms of income
distribution, New Zealand had incomes more equally distributed only than the United States, (although
New Zealand’s distribution was similar to Australia’s). New Zealand’s income distribution was slightly more
unequal than Canada’s. For New Zealand, income disparity has increased over the last twenty years, but
Auckland has even higher income inequity than the national average.
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3.3 EMPLOYMENT

Employment provides an income, which directly relates to an individual’s standard of living and an ability to
sustain themselves. Employment indicators are important as they mark the boundaries between social and
economic outcomes. Overall performance of the city-region is affected, if employment is not utilised. It can
result in a loss of output, be costly to the government in terms of providing for those out of work, and can
have psychological effects on those unemployed. This section explores three aspects of employment in the
comparator city-regions. An indicator of labour force participation rates in each city region is presented,
along with the unemployment rate, and rates of unemployment across ethnic groups.

3.3.1  LABOUR FORCE PARTICIPATION RATE

An understanding of the labour force participation rate is fundamental as it is a key component for long
term economic growth. The labour force participation rate shows the total labour force as a percentage of
the working age population. It is sometimes called the economic activity rate, and it provides an indication
of the relative size of the supply of labour available for the production of goods and services. Labour force
participation decisions also have important implications for the distribution of income. Generally in the
more developed economies and comparator cities, the labour force participation rate increased
significantly in the twentieth century, largely due to the increasing number of women in the workplace. For
the second quarter of 2010, the labour force participation rate for Auckland was similar for the comparator
cities, with the exception of Copenhagen (Figure 3.7). This however is due to a difference in the calculation
of Copenhagen’s rate.

Figure 3.7: Labour force participation rate, 2010 Figure 3.8: Changes in labour force participation
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In 2000, Auckland had the highest Labour force participation rate, followed by Melbourne, Vancouver,
Brisbane and Adelaide, which was significantly lower. In Auckland, the labour force participation rate had
been increasing steadily from just under 66 per cent in 2000 to just under 69 per cent at its ten year high, in
2009 (Figure 3.8). However, the recession that hit the world economy in late 2008 reversed this trend. This
was similar for Copenhagen and Vancouver, whereas participation rates in the Australian city regions were
not affected to any great extent, and Adelaide actually increased by over a percentage point during the
recession.
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3.3.2  UNEMPLOYMENT RATE

The unemployment rate of an economy is the number of unemployed persons expressed as a percentage
of the labour force. The number of unemployed persons, in turn, is defined as the total number of people
aged 15 years and over who are not employed and who are actively seeking and available for paid work.
The unemployment rate is a key indicator of labour market outcomes reflecting overall economic
conditions and the ease with which people are able to move into employment.

Overall the unemployment rate in Auckland was the highest of the comparator city-regions (Figure 3.9), in
the second quarter of 2010, at 8.7 per cent. The unemployment rate in Seattle was as high (annual average)
in 2009, but the static rate in the second quarter of 2010 showed a drop. Copenhagen had the third highest
rate in 2010, at 7.8 per cent. The lowest rate of comparator city-regions was Adelaide, at 5.4 per cent. The
rise in unemployment rates over the three years is evidence of the global recession, with unemployment
usually a lagging economic indicator.

The overall rate of unemployment for a city-region can mask significant trends within the indicator. This is
especially the case for Auckland, as the rates are particularly high for segments of the population. In
particular, there are strong disparities between different age and ethnicity groups. Youth unemployment is
a significant problem for Auckland, with a staggering 29.9 per cent among 15 to 19 year olds and 16.6 per
cent among 20 to 24 year olds (in the June quarter).

Figure 3.9: Unemployment rates, comparator city-regions
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With regards to ethnicity, Pacific people and Maori continue to have higher rates of unemployment. Pacific
unemployment was 15.2 per cent in the year to June 2010, with Maori just below that rate, with 14.4 per
cent. The comparator countries (with the exception of Copenhagen) are unique as they have
concentrations of indigenous peoples. In Vancouver, First Nation individuals are overrepresented in terms
of unemployment and unemployment rates are almost double the total unemployment rate.
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3.3.3 UNEMPLOYMENT BY ETHNIC GROUP

Accessing and utilising diversity in the workplace has the potential to contribute towards economic growth.
Ethnicity is a measure of cultural affiliation, as opposed to race, ancestry, nationality or citizenship. It is self-
reported in the Census. People can identify with more than one ethnicity, and it is not necessarily the same
as birthplace. Despite the potential advantages of diversity, some ethnic groups face barriers to participate
in the mainstream economy. The level of unemployment within the main ethnic groups is used as a proxy
for the economic utilisation of the different groups. A summary of recently released unemployment rates
for Auckland by ethnic group is presented in Table 3.3.

Table 3.3: Unemployment by Ethnic Group
European  Asian Maori  MELAA! Pacific Island Total
Auckland 5.7% 9.4% 14.4% 7.2% 15.2% 7.8%

1 - Middle Eastern/Latin American/African
Source: SNZ: Household Labour Force Survey. Year end June 2010

The Pacific Islander communities had the highest annual average unemployment rate of 15.2 per cent, at
June 2010. This was followed by Maori (14.4%) and Asian (9.4%) whose rates were both above the regional
average. Middle Eastern/Latin American/African and European had unemployment rates below the
regional average, with 7.2 per cent and 5.7 per cent respectively.

As there are such higher unemployment levels for most ethnicities above European rates (nearly three
times as high for Maori and Pacific Islanders), this points toward a potential under-utilisation of diversity in
the region. The disparity between European and Asian unemployment could potentially be due to language
barriers and/or a lack of access to job networks.?

3.3.4 SYNTHESIS: EMPLOYMENT

The labour force participation rate is similar in the comparator cities, ranging between 62 and 65 per cent,
indicating similar structuration of the labour market. Copenhagen’s rate is markedly different, but not
comparable as there is a different definition used for calculating the Danish rate (they do not include
retired people in their calculation). The unemployment rate in Auckland was the highest of the comparator
cities in the most recent quarter. Interestingly the unemployment rate for the Australian city-regions was
much lower, confirming the resilience of their economies during the recent global recession. Youth
unemployment is a significant problem in Auckland, as are ethnic differences in Auckland’s labour market.

8 For further research in this area which also shows the strength of migrant networks, see Spoonley et al. (2010). Bamboo Networks: Chinese
Employers and Employees in Auckland.
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3.4 INDUSTRY AGGLOMERATION

Theories of the firm and strategic management argue that competitive advantage originates in the
development and exploitation of firm-specific assets or capabilities that may be internal or external to the
firm. Dense concentrations of economic activity are generally seen as giving rise to increasing returns that
may be shared by business units that co-locate in particular locations. These (external) benefits of
clustering are typically associated with agglomeration.

Agglomeration refers to the spatial density of economic activity and there are several benefits to
agglomeration. These benefits manifest through reduced transaction costs, labour markets deepening and
increased specialisation. A further benefit of agglomeration is the sharing of knowledge. Communication
and information sharing is more likely to occur between firms and organisations such as universities and
think-tanks if they are closely located. Combined these externalities all help to raise productivity.

Ciccone and Hall (1996) found that over half of the variation in the productivity levels of different areas can
be explained by the differences in the density of economic activity. Furthermore, according to their
estimates, a doubling of employment density in an area is likely to increase the average level of output per
worker by 6 per cent.” More recent studies estimate that this is between 3 and 6 per cent.™

It is recognised that the benefits of agglomeration can be limited by congestion, pollution and a loss of
amenity. Investment in transportation infrastructure and ensuring there is enough vacant space for
workers to accommodate workers can help alleviate this limitation. The effect of congestion limiting
agglomeration means that there are two relationships that need to be focused on, that between
agglomeration and productivity as well as that between congestion and agglomeration. However these
negative externalities' are beyond the scope of this paper.

3.4.1  AGGLOMERATION

There are a small number of empirical studies that estimate the strength of agglomeration effects on
productivity in New Zealand and the main papers include:

e Assessing Agglomeration Impacts in Auckland: Phase 1, MED Occasional Paper 08/05,
o Assessing Agglomeration Impacts in Auckland: Phase 2, MED Occasional Paper 08/06,
e Labour Productivity in Auckland Firms, Motu Working Paper 08-12.

e Agglomeration Elasticities in New Zealand. Motu Working Paper 09-06.

e Agglomeration Elasticities and Firm Heterogeneity, SERC Discussion Paper 43

In phase 1 of assessing agglomeration impacts in Auckland, Williamson et al (2008a) report an elasticity of
around 0.03 between employment density and average earnings in Auckland using data from the 2001
Census. This study replicated the methodology used in a London study on agglomeration to understand the
dynamics of agglomeration in Auckland.

Earnings were used as a proxy for productivity which was in line with international research on the benefits
of agglomeration. A positive relationship between employment density and earnings for the different

9 Antonio Ciccone and Robert E. Hall, Productivity and the Density of Economic Activity, The American Economic Review, Vol. 86, No.1. (Mar., 1996), pp.54-70.

10 Assessing Agglomeration Impacts in Auckland: Phase 1

" However, in an equilibrium, dis-amenities from agglomeration on the side of households may be offset the productivity advantages on the side of firms (Ciccone and
Hall; 1996 p.55).
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suburbs of Auckland City was found. Their modeling suggested that an increase of employment density
from 10 workers per hectare to 100 per hectare is associated with an increase in average earnings of 30 per
cent, implying an elasticity of 0.03 (3%). In economics, elasticity is the ratio of the percent change in one
variable to the percent change in another variable. It is a tool for measuring the responsiveness of a
function to changes in parameters in a unit-less way. The higher the elasticity, the more responsive a
change in one variable is to another being tested. Agglomeration elasticity measures how a change in
density affects the change in earnings. The relationship was tested in the other territorial authorities in the
region and although the relationships were not as statistically robust as in Auckland, the positive
relationship between employment density and productivity held. Interestingly the study also revealed that
although Auckland is performing relatively well, congestion in the city is likely to be limiting agglomeration
and its associated benefits. They found that from 2000-2004 employment in the central business district
grew by only 0.6 per cent per annum whereas at the same time employment in Auckland City grew by 2.8
per cent per annum and by 3.6 per cent in the Auckland region overall. They suggest that part of the
reason for this comparatively low growth may be attributed to congestion.

In phase 2 of the agglomeration study, Williamson et al. (2008b) extend this analysis by adjusting for
differences in industry and qualification composition of different areas, with a resulting elasticity estimate
of 9.9 per cent. Maré (2008) examines the relationship between employment density and labour
productivity, and estimates a cross sectional elasticity of 9 per cent between area units within the Auckland
region. Controlling for area fixed effects reduces the estimated elasticity to 5 per cent. These estimates
control for 3-digit industry composition, but not for capital intensity of firms.

Table 3.4: Agglomeration — Derived Relationships (New Zealand)

Sector Return to Agglomeration Labour Capital Intermediate Direct
scale Elasticity augmenting Augmenting Consumption Effect
Augmenting
A Agriculture, Forestry & Fishing 1.023 -0.107 0.008 -0.18 0.042 0.022
B Mining & Quarrying 0.997 0.022 -0.18 -1.195 0.409 0.988
C Manufacturing 1.069 -0.012 0.042 0.193 -0.462 0.215
D Electricity
E Construction 1.067 0.038 0.012 0.124 -0.377 0.28
F Wholesale Trade 1.029 0.066 0.033 -0.02 -0.385 0.438
G Retail Trade 1.071 0.037 0.046 0.14 -0.199 0.051
H Accommodation & Cafes 1.073 -0.015 0.066 0.171 -0.493 0.241
|  Transport & Storage 1.081 0.032 0.017 0.119 -0.348 0.245
J  Communication Service 1.07 -0.026 0.023 0.176 -0.307 0.082
K  Finance and Insurance 0.898 -0.028 -0.014 0.278 -0.417 0.126
L Property & Bus Services 0.98 0.054 0.025 0.162 -0.361 0.228
M Government Administration
N Education 1.123 0.065 0.082 -0.223 -0.642 0.848
O Health & Community Services 1.05 0.022 0.005 -0.087 0.01 0.094
P  Cultural and Recreational Services 1.095 -0.014 0.004 0.134 -0.259 0.108
All Industries 1.039 0.012 0.034 0.159 -0.532 0.351

Source: Maré and Graham (2009)

Maré and Graham (2009) calculate industry specific patterns (returns to scale and agglomeration elasticity
decomposition) and factor elasticities, notwithstanding a number of caveats. Using Motu’s research,
average effective densities were calculated for the country as a whole. Table 3.4 summarises Motu’s
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‘derived relationships’," ‘scale’ and ‘agglomeration’ (from ‘within enterprise’) specification (by one-digit
industry) and the average effective densities, for New Zealand.

At the New Zealand level, the sectors with the highest (estimated) return to scale are education, cultural
and recreation services and transport and storage. In terms of agglomeration elasticities, wholesaling,
education and, property and business services are estimated to have the highest elasticities.

In a recently released paper, Mare & Graham (2010) estimate the relationship between agglomeration and
multi-factor productivity at the one digit industry level and by region using longitudinal firm level data for
New Zealand. This paper adds to this literature on New Zealand agglomeration by presenting a micro-
econometric analysis of the impact of agglomeration on firms’ multi-factor productivity using a longitudinal
unit record dataset with close to economy wide coverage of the New Zealand economy. This study presents
the first set of agglomeration elasticity estimates directly estimated from New Zealand business-level data.
The report shows that within high-density regions (Auckland, Wellington and Canterbury), more productive
industries group into higher density areas. Interpreting the ‘within local industry’ estimates, the report
finds that the three densest regions, Auckland, Wellington and Canterbury, have similar agglomeration
elasticities of 0.056, 0.063, and 0.048 respectively. This is consistent with the decreasing returns to
effective density found in the industry-specific estimates.

These research pieces served as a foundation for estimating the effective densities at a New Zealand level
and to derive a factor with which to adjust Auckland level productivity. This productivity scalar is based on
estimates of average agglomeration elasticities and effective densities which are derived from national
level values. Table 3.5 summarises the average agglomeration elasticities and the Auckland region
productivity factor.

3.4.1  SYNTHESIS: INDUSTRY AGGLOMERATION

The central theme of the current knowledge base is that agglomeration generally increases the productivity
of labour and capital inputs, though the contributions of agglomeration through these channels are smaller
than the direct (factor-neutral) effect. New Zealand specific research on agglomeration, effective densities
and the interactions with productivity is not as advanced as it is in other parts of the world. The New
Zealand Transport Agency and the Foundation for Research Science and Technology has funded research
into agglomeration. Extending the understanding of Auckland specific agglomeration issues is a research
gap identified through this study. The key sectors for Auckland identified in this study (see section 5.5) tend
to fall into sectors that have comparatively large agglomeration elasticities (implying that a portion of their
earnings/productivity results from agglomeration effects). They include health and community services,
business services as well as wholesaling. A high agglomeration elasticity means that the industry obtains an
advantage by virtue of its location, and proximity to other industry.

12 This table has been copied from Agglomeration Elasticities in New Zealand, David C Maré & Daniel J Graham. Motu Working Paper 09-06. Motu Economic and
Public Policy Research.




26

Table 3.5: Agglomeration elasticities and Auckland agglomeration productivity scalar

T O0OZ2< "R —IOTMMOO®>

Sector

(2000-2006) Productivity Scalar
Agriculture, Forestry & Fishing 0.032 1.000
Mining & Quarrying 0.035 0.982
Manufacturing 0.061 1.053
Electricity 0.035 1.025
Construction 0.056 1.042
Wholesale Trade 0.086 1.054
Retail Trade 0.086 1.052
Accommodation & Cafes 0.056 1.046
Transport & Storage 0.057 1.049
Communication Service 0.068 1.038
Finance and Insurance 0.087 1.031
Property & Bus Services 0.079 1.045
Government Administration 0.076 0.960
Education 0.076 1.060
Health & Community Services 0.083 1.057
Cultural and Recreational Services 0.053 1.041

Source: Market Economics Calculations based on the five documents list on page 25

Agglomeration Elasticities  Auckland Agglomeration
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4 CITY-REGION DISTINCTIVENESS

Distinctiveness embodies difference, variety and ultimately a positive sense of pride in uniqueness. City-
regions carry distinct characteristics, and although subjective, embody the essence of the place. This
distinctiveness emanates from the diversity of people, the way they perceive and are perceived by others,
the image they portray, the sense of identity and connection to the place, including the built and natural
environs. A city-region is distinguished by how connected the people are to each other, their place and to
external people and places. As such, this forms how the social institutions manifest on a city-region level
and overall contribute to the functioning of the city-region. Every city-region embodies layers of
knowledge, from the indigenous tacit knowledge of understanding the ‘beat’ or the functioning of the city,
to the structured technical knowledge associated with formalised structures and processes. City-region
distinctiveness as a concept is difficult to articulate, but it exists, and it shapes the economy through the
institutions and connections to economic activity. This section peels back some of the layers of
distinctiveness, in an attempt to reveal the inter-connection between the unique features embodied in city-
regions and their effect on economic outcomes. Distinctiveness is categorised according to the city-
region’s: (1) image and identity; (2) built environment; (3) connectivity; (4) knowledge resources; and (5)
amenities.

4.1 IMAGE AND IDENTITY

A city-region’s image is important, as it affects the desirability of that region. Image is important for the
labour market and enticing people with desired skills, as with a mobile labour force, their choice of
(re)location will be influenced by the image and brand portrayed by the various potential labour markets.
Image is important for the competitiveness of a city-region, and it also distinguishes the unique
characteristics of that city-region, due to history, path dependencies, the natural environment, the people
and less tangible characteristics such as social institutions amongst other factors. This section looks at an
array of indicators which help define Auckland as a unique city region, with a focus on attractiveness,
leadership and equality. Image and identity indicators are largely qualitative, and based on perception
surveys. It is not always possible to make international city-region comparisons — but where data was
available, the comparable cities were discussed. Three indicators for attractiveness were chosen: city brand
ranking; the number of signature events and the quality of living index. The concept of leadership was
included as an indicator, due to its importance for the direction a city-region takes. Leadership contributes
directly to the identity of a city region, and can influence significant economic outcomes.

Identity is important, and people are shaped by the place where they live. The people within a region also
shape the city-region. The demographic structure of the city region is important, as are the growth and
migration of people into the city-region. Census indicators were selected to represent this aspect of the
demographic profile of a city-region, including the number of residents born overseas, the age structure of
the population and significant demographic changes that have occurred, or are projected to occur. There
are eight indicators chosen for image and identity.
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4.1.1  CITY BRAND RANKING

During 2008 research was completed for Auckland Plus and the Ministry of Economic Development with
the aim of developing a deeper understanding of Auckland’s brand image in local and international
markets. In addition, the research aimed to identify the key brand attributes Auckland needs to build to
compete more effectively with other international cities. The findings of this research® are summarised in
Table 4.1.

Table 4.1: Key findings regarding Auckland’s Brand

In New Zealand:

Auckland is a strong brand, excelling in knowledge and
differentiation, but lagging the other major cities in esteem.
Strengths: unique, dynamic, progressive, trendy, glamorous,
energetic, fun, daring, stylish, social.

Weaknesses: arrogant, service (helpful, obliging, caring,
trustworthy, reliable), quality, value, simplicity (down-to-earth,
straightforward).

Within Auckland:

Strengths: higher esteem than do those who live in other parts
of the country.

Weaknesses: arrogant, unapproachable, lack of service, simple
and good value.

Target attributes:

Strengths: seen to be strongly dynamic,
energetic, and somewhat distinctive,

friendly and innovative

Weaknesses: perceptions of high performance, authentic and
especially high quality

progressive and

Compared with brand New Zealand:

Strengths: seen to be strongly unique, different, dynamic,
progressive, energetic, daring and stylish

Weaknesses: Not well interchanged with NZ brand

Image at a national level:
Similar profile as international cities (seen as somewhat
arrogant and unapproachable)

On a global level

Strengths: Basics are in place, need volume

Weakness: Auckland is a city which simply doesn’t feature very
strongly on most people’s world map, and that’s its only serious
problem. The world view of respondents in Commonwealth

countries is noticeably different from that of those in non-
Commonwealth countries.
Source: Brand Capital (2009)

Aucklanders generally have very positive feelings about the city but may be perceived as ‘unapproachable’
by other parts of New Zealand. Although Aucklanders and other New Zealanders have similar positive
feelings about the country, non-Aucklanders are less complementary about the city. Non-residents also
consider the city as unique, dynamic, progressive, trendy, energetic and fun, but not as high as Aucklanders
themselves do.

In terms of Auckland’s presence on the global stage, the 2007 Anholt City Brand Index ranks the city at 19"
out of a possible 40. This index is made up of 6 dimensions with variables under each. The six dimensions
are:

e Presence: How familiar people are with each city and how much of a contribution they believe that
each city has made to the world in the last 30 years

e Place: Physical and climatic attributes of each city

e Prerequisites: Basic amenities such as affordable accommodation and the standard of schools,
hospitals.

e People: the friendliness and safety of each city

e Pulse: the variety of activities available in each city

13 The research was undertaken by Brand Capital for the Regional Auckland brand working group.
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On the international scale, Auckland has a favourable City Brand Index (see Table 4.2) ranked 19" but
behind the comparator cities; Melbourne was 6™ rank; Vancouver 8" and Copenhagen 16™. The other
comparator cities were not covered in the Anholt City Brands Index Survey of Cities.

In summary, Auckland is a well regarded city but is limited by its exposure and attraction power. The city
was seen as a friendly, safe and welcoming place. The main weakness for Auckland was in the ‘presence’ of
the city and its contribution to the world stage.

Table 4.2: City Brands Index, 2007

City Rank City Rank City Rank
Sydney 1 Toronto 11 Dublin 21
London 2 Berlin 12 Edinburgh 22
Paris 3 Madrid 13 Singapore 23
New York 4 Geneva 14 Chicago 24
Rome 5 Milan 15 Oslo 25
Melbourne 6 Copenhagen 16 Hong Kong 26
Barcelona 7 Stockholm 17 The Hague 27
Vancouver 8 Brussels 18 Prague 28
Amsterdam 9 Auckland 19 Manchester 29
Montreal 10 Tokyo 20 Helsinki 30

Source: Anholt City Brand Index

4.1.2  NUMBER OF SIGNATURE EVENTS

A signature event is an occasion or activity that brings people together in a particular place, usually with a
sporting, social or cultural focus. Signature events are important for city-regions as they are means of
showcasing the region, raising the international profile with the potential to attract additional visitors,
boosting the visitor/tourism sector. Signature events are important for the ‘softer’ forms of capital in an
economy, such as social capital and networks, as they bring businesses together and generate networks of
association. If managed well, signature events can lead to a sense of pride-in-place, with positive social
spin-offs, such as lower crime rates and greater sense of community. Signature events increasingly require
coordinated management, public-private partnership and the maintenance/establishment of global
networks for international events. In effect there is an array of infrastructure required to host major events
— from quality venues, public transport links and accommodation. Scale becomes important with regards to
the investment and cost/benefit decisions taken.

These events assist in stimulating economic activity through investment in infrastructure and an inflow of
foreign visitors which translates into local employment creation and higher economic growth. Auckland
hosts (and hosted) a number of recurring events most notably the Louis Vuitton Cup (sailing) and the ASB
Classic & Heineken Open (tennis). It was estimated that the Louis Vuitton Pacific Series generated 589
million TV viewers during the 2009 event.' Like any competitive process, not all attempts to host signature
events are successful — Auckland failed to secure some major events and lost others which were here, such
as the Ellerslie International Flower Show and the Volvo Round the World Yacht Race. This has raised
questions as to whether Auckland is losing ground and falling short of its potential™ and whether there are

14 Covec (2009): The impact of the Louis Vuitton Pacific Series 2009 on Auckland. Report prepared for Auckland Plus and Auckland City Council.
15 Auckland Plus: (2008) Positioning Auckland as a Major Events Destination. Available at: www.aucklandplus.com
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certain inhibitors to hosting and holding signature events. Auckland has hosted the 1990 Commonwealth
Games, two America’s Cups and successful annual events such as the unique Pasifika.

Apart from the recurring events, Auckland has also hosted a number of large, one-off events that raised the
city’s profile. Not all events are high profile (in the local media) but contribute towards the international
exposure of the City. Examples of such events include the U19 Men's World Basketball Championship, the
ISA World Junior Surfing Championships and the FIA World Rally Championship. This year’s Rugby World
Cup will also generate significant exposure for the city. The bulk of Auckland’s large (international) events
are sports related.

All the comparator cities host large, internationally focused events, although direct comparison in a
guantitative way is difficult, given the lack of agreement over what defines a signature event. The
comparator cities have also hosted a number of large one-off events with the United Nations Summit on
Climate Change in Copenhagen being one prominent example. An event on such a scale would not be
possible in Auckland, due to insufficient infrastructure for such a large event. Auckland’s current
conference capacity is limited, with a maximum of 1,500 delegates per conference (compare this with
Christchurch which has a capacity of 2,500). Other notable events include: Olympics hosted in Melbourne,
Seattle and Vancouver. The comparator cities all have a wide variety of events and festivals that cater to
the regional needs.

4.1.3 PROPORTION OF PEOPLE IN CREATIVE INDUSTRIES, ARTS AND PERFORMING ARTS

The presence of creative industries contributes to the attractiveness of a city-region — making it the sort of
place to attract talented workers. Certain components of the creative industries (such as design, film
production) have the ability to add value to the economy. The creative industries contribute to the buzz of
a city, and are central to regional and country branding.

Measuring the proportion of people employed in the creative industries shows the relative importance of
this transformative force in an economy. Creative industry classifications (ANZSIC) include Performing Arts:
Music and theatre productions, Recorded music retailing, Sound recording studios, Performing arts venues
and Services to the arts not elsewhere classified. Visual Arts: Photographic studios, Advertising services,
Architectural services, Commercial art and display services, Film and video production, Film and video
distribution, Motion picture exhibition, Video hire outlets, Radio services, TV services and other creative
arts.

In 2009, 25,327 employees, or 3.4 per cent of people employed (including owner/proprietors) in Auckland
were in the creative industry. This is above the New Zealand rate of 2.4 per cent (Table 4.3). A breakdown
by industry classification is given in Table 4.4. Design and Publishing are the two largest industries in terms
of numbers employed, with 39 per cent and 22 per cent respectively. The numbers employed in publishing
has declined over the last four years. Ten per cent of employees in Auckland’s creative industries were in
TV, with an additional 9 per cent in film and video and 7 per cent in visual arts. Five per cent were
employed in radio and in performing arts; and 3 per cent of creative industry employees were in the digital
media industry. Just one per cent was in the music industry. Over the last four years, there has been little
change in the numbers employed in each industry — only the publishing industry had a slight decline in the
numbers employed, whereas there were minor increases in all the other creative industries.
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Table 4.3: Proportion of Employee Counts* in Creative Industries

2006 2007 2008 2009
Auckland 3.5% 3.5% 3.5% 3.4%
New Zealand 2.5% 2.5% 2.5% 2.4%

* Note figures are modified employee counts, which includes owner/proprietors
Source: Economic Futures Model, ARC and Statistics NZ Business Demographic Data.

Table 4.4: Employment in Auckland’s Creative Industries (Modified Employee Counts-MECs)

2006 2007 2008 2009

Design 9,586 38% 10,250 39% 10,908 40% 9,777 39%
Publishing 6,723 27% 6,176 23% 6,244 23% 5,501 22%
TV 2,252 9% 2,424 9% 2,425 9% 2,551 10%
Film, Video 1,944 8% 2,461 9% 2,424 9% 2,246 9%
Visual Arts 1,644 7% 1,696 6% 1,658 6% 1,667 7%
Radio 1,066 4% 1,159 4% 1,165 4% 1,238 5%
Performing Arts 911 4% 956 4% 1,085 4% 1,136 5%
Digital Media 841 3% 988 4% 927 3% 895 3%
Music 304 1% 283 1% 322 1% 317 1%
Total Creative Industry 25,270 26,394 27,158 25,327

Total Auckland MECs 725,788 748,940 772,204 740,553

Source: Market Economics database; SNZ

A cursory comparison of the comparator city-regions is available for the Australian cities and Vancouver
(Table 4.5). The Australian data was sourced from a (State) capital city study undertaken using Census 2001
data'®. However the industry classification used differs to that in the Auckland study (Table 4.4:
Employment in Auckland’s Creative Industries (Modified Employee Counts-MECs) so a direct comparison is
not possible. Melbourne had 4.1 per cent of its people employed in the creative industries; Brisbane had
3.4 per cent and Adelaide had 3.3 per cent in 2001. The figure for Vancouver is higher, reported at 6.5 per
cent. The definition of creative industries was aggregated for Vancouver — measuring those employed in
‘Information and Cultural Industries’ and ‘Arts, Entertainment and Recreation’ (2.2%)."” Therefore the
figures are not directly comparable. It is possible that the Vancouver classification of creative industry
includes more categories than the Australian/New Zealand, and thus may be over inflated.

Table 4.5: Proportion of workforce employed in creative industry
Vancouver Melbourne Brisbane Adelaide Auckland
6.5% 4.1% 3.4% 3.3% 3.5%
Source: ABS Census 2001; BC Census 2001; SNZ

16 Cox, S. (2003) Brisbane’s Creative Industries 2003.

17 Data sourced from http://vancouver.ca/commsvcs/cultural/policy/plan/creativecity/pdf/coviabourforce.pdf

The Arts, Entertainment and Recreation category included Performing Arts, Spectator Sports and Related Industries, Heritage institutions; Amusement, Gambling and
Recreation Industries. The Information and Cultural Industries category included Publishing industries, motion picture and sound recording, broadcasting, internet
publishing and broadcasting, telecommunications, ISP, Web search and data processing services, other information services.



http://vancouver.ca/commsvcs/cultural/policy/plan/creativecity/pdf/covlabourforce.pdf
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4.1.4 QUALITY OF LIVING INDEX

The term quality of life is used to evaluate the general well-being of individuals and societies. The term is
used in a wide range of contexts, but should not be confused with the standard of living, which primarily
focuses on incomes, purchasing power and differentials. Quality of life is a more encompassing concept,
and contributes to a city-region’s distinctiveness. In New Zealand, considerable work has been undertaken
to measure the quality of life in urban areas®, in order to provide information that contributes to the
understanding of social, economic and environmental conditions in the major New Zealand cities/urban
areas. This research encompasses five of the seven territorial authorities in the Auckland region — omitting
Franklin and Papakura, but data for the five Auckland territorial authorities were not aggregated.
Nevertheless the (NZ) Quality of Living Survey provides a rich indicator set on: People; Knowledge and
Skills; Economic Standard of Living; Economic Development; Housing; Health; Natural Environment; Built
Environment; Safety; Social Connectedness; and Civil and Political Rights.

The term quality of life is also used by politicians and economists to measure the liveability of a given city or
nation. The company, Mercer, produce city rankings from a worldwide ‘Quality of Living Survey’. The survey
is undertaken annually, primarily with a company (enterprise) focus, to enable international companies
who relocate staff worldwide to recompense staff accordingly. The Mercer Survey evaluates the quality of
living experienced by expatriates, and criteria are selected with this in mind. This is done through a
combination of subjective life-satisfaction surveys and objective determinants of quality of living such as
divorce rates, safety, and infrastructure.

Such measures relate more broadly to the population of a city, state, or country, rather than the individual
level. However, similar to the Quality of Living Survey, the unit of analysis for Auckland is the city of
Auckland, not the region, so caution should be exercised as it is a partial indicator for the Auckland region.
Within the Mercer Quality of Living study, information is collected on more than 420 cities. Local living
conditions are evaluated and analysed according to 39 factors, grouped in 10 categories:

Political and social environment (including political stability, crime, law enforcement)

Economic environment (including currency exchange regulations, banking services)

Socio-cultural environment (including censorship, limitations on personal freedom)

Health and sanitation (including medical supplies and services, infectious diseases, sewage, waste
disposal, air pollution)

Schools and education (including standard and availability of international schools)

Public services and transportation (including electricity, water, public transport, traffic congestion)
Recreation (including restaurants, theatres, cinemas, sports and leisure)

Consumer goods (including availability of food/daily consumption items, cars)

Housing (including housing, household appliances, furniture, maintenance services)

10 Natural environment (including climate, record of natural disasters).
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Out of the 420 cities surveyed, Auckland City was ranked 4™ equal with Vancouver. Auckland City
consistently ranked as one of the best cities in the world in which to live based on the total score in recent
years. Of the seven cities in this study these were the highest ranks given and were followed by
Copenhagen (11"), Melbourne (18™), Adelaide (32™), Brisbane (36™), and Seattle (50"). A selection of
international cities’ position using the 2010 survey results is shown in Figure 4.1.

18 See http://www.bigcities.govt.nz/



http://en.wikipedia.org/wiki/Subjectivity
http://en.wikipedia.org/wiki/Objectivity_(science)
http://www.bigcities.govt.nz/
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Figure 4.1: Mercer Quality of Living Rankings (2010)
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Source: Mercer Quality of Living, 2010

Table 4.6 shows how the comparator cities scored on each of these factors relative to Auckland. Aside from
other New Zealand cities, Auckland scored the highest in terms of its political and social environment. This

element of the survey took into account the city’s relationship with other countries, internal stability,

crime, law enforcement and ease of exit and entry.

Table 4.6: Auckland Comparison with Other Cities ~Mercer Quality of Living Survey®

Index Categories iiii;:z Copenhager] Adelaide | Brisbane | Melbourne [ Sydney | Vancouver Christchurchl Wellington | Busan Seattle
Political and social environment 100 99 90 90 94 94 98 100 100 78 79
Economic environment 100 100 90 90 90 97 97 100 100 82 90
Socio-cultural environment 100 105 100 100 100 100 105 100 100 95 105
Medical and health considerations 100 99 96 93 95 91 101 97 100 74 96
Schools and education 100 113 88 88 100 11