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1 Executive Summary

This report is the first step in refreshing the 2008 Bay of Connections Regional Economic Development Strategy.
The purpose of this report is to explore what has changed, what is working and refocus the strategy to build on
what has already been done successfully. In addition, this report provides a new regional economic development
strategy framework that will support the Bay of Connections in identifying actions, generating outputs, and

delivering outcomes that grow the economy of the Bay of Plenty.

The focus of the strategy is on clarity and simplicity, with clear outcomes and a single primary measure of
success - employment. To summarise, the strategy focuses on aspirational employment growth delivered
through sector-based interventions.

As a sector based approach, interventions are at the sector level. As such, sectors selected need to:

be based on a regional capability or comparative advantage
be aligned with nationally competitive sectors

have strong sector buy-in and leadership
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have areas/issues where intervention can support transformative growth.

Business and, indeed, the region, do not operate in a vacuum. Sector strategies and interventions need to be
considered in light of the regional, national and international economic environment, and global megatrends that
will affect what is demanded and how it is produced in the future. We expect that the New Zealand economy will
continue to be focused on export-based sectors. However, the international market will remain uncertain and
volatile over the next decade. In general, people are ageing, more mobile (nationally and internationally) and

demanding more. The environment and resources will matter more i sustainability is a key concept.

The Bay of Plenty region accountsfor ar ound si x percent of the countryodés popu
percent of national GDP. In general, the region has tended to perform slightly better than nationally over the

longer terms (10 and 15 years) although change has been relatively consistent with national. Positive

performances have been driven by the Western Districts | Tauranga and Western Bay of Plenty; with Rotorua

and the Eastern Districts not performing as well as nationally. In particular population growth has been twice the

national average in the Western Districts, whereas they have been constant to falling in the other districts.

The industry analysis considered size, growth, and concentration of activity across industries in terms of both
employment and GDP. The analysis considered industry activity in the Bay of Plenty region as a whole, as well

as broken down into the three sub-regions and the six local authorities.

Based on the economic environment and an industry analysis within the Bay of Plenty and nationally, there are
13 key sectors within the Bay of Connections region that warrant consideration for inclusion in the Bay of

Connections Strategy. These are:

1  Kiwifruit 1 Forestry 1 Tertiary Education
1 Dairy 1 Energy 1 Emerging Technologies
1 Meat 1 Transport & Logistics T Marine
1 Other Food Cultivation & 1 Tourism 1 Aquaculture
Processing T ICT
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These sectors currently account for a third of regional employment and 35 percent of regional GDP. They are
largely consistent with nationally identified growth sectors and most are sectors where there are active industry-
led growth strategies.

While significant at a regional level, many of these sectors are geographically located in one or two of the sub-

regions.

Over the next 15 years, the majority of these sectors are expected to grow at a faster rate than other sectors in

the region.

Employment in the Bay of Plenty region is projected to grow at 1.5 percent per annum, which is 1.3 times the
national rate (1.0 percent). Employment is projected to increase by 1,360 annually, reaching 126,000 by 2026.

Employment in the strategic sectors is expected to grow at an even faster rate of 1.8 percent per annum, which is
1.6 times faster than employment growth across all industries and 1.4 times faster than the Other (non-key)
Industries in the Region. Of the projected additional 1,820 FTEs expected annually, 748 are likely to come from

the key sectors.
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Assuming that these are the expected employment outcomes, the objective of the Bay of Connections strategy
would be to move these sectors up and to the right. The level to which the Bay of Connections strategy can

achieve this for each sector is what will determine the sectors supported.

1.1 Next steps

Stakeholder consultation and buy-in

Underpinning the success of the strategy is the contributionandbuy-i n f r om t he regionés stakeho
St akehol ders need to agree on the approach and the key sect

for the aggregated strategy but also the individual sectors.

In particular, there needs to be agreement and buy in at the governance and management level, the sector
participants, central government agencies, and the civic leadership level. This will be achieved through a

strategy forum to be held in September 2011, but also through discussions within the various stakeholder groups.

Bay of Connections
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Review and confirm the sector strategy action plans

Existing action plans need to be analysed to identify the potential employment and value added outcomes from
the interventions. For those sectors where strategies have not yet been developed, estimates of possible

outcomes need to be made

Align the action plans to allow an evaluation and monitoring framework

This involves identifying the expected outcomes of each sectors action plans by year. This will allow for annual
assessment of performance of each sector, as well as the ability to assess the performance of the strategy as a
whole. This is not expected to be a straight line increase as it will take into account the length of time required to

achieve the outcomes.

Assess the growth potential of strategic sector plans and align with the aspirational growth projection

The strategy scenario needs to be aspirational. In particular it needs to be a stretch target well beyond what
could be achieved if Bay of Connections did not exist. The aspirational target will be set based on a reviewed
BAU scenario and identified actions and outcomes for each sector. These targets will be developed with the

governance groups, particularly in relation to their existing involvement in sector strategies.

Draw up and deliver the updated the Bay of Connections Strategy

This pulls together the front end of the strategy 1 the vision, the themes and the desired outcomes; and combines
these with the key sectors and expected outcomes. The strategy should provide a clear picture of what it

expects to deliver.

Bay of Connections

@ economics 4 Bay of Plenty Economic Profile
August 2011



Table of Contents

1 EXECULIVE SUMMAIY ..vuuiiii it s s e e e e e eaaten e e e e e e aeneees 2
R L= ] (T 01N 3
P22 114 e Yo [ 8 Yox 1 o o S 7
A R A o] o (o - Yo o KOTSRS 7
2.2 A sector-based approach.........ccccuvieiiiiiiiiie e 8
2.3 Format Of the REPOIT......cciiiiiiiiiiiie et 10
3 National and International Environment..........cccccceevveiiiiiieiiinnnnnn. 11
3.1 International ECONOMY .......ccciiiiiiiiiiie ettt e e e 11
3.2 National ECONOMY .....couuiiiiiiiiie ittt 12
3.3 GIobal MEQALIENS .......uiieiiie et 12
4 Bay of Plenty ECONOMY ....coiiiiiiiiiiiicee e 15
5 INAUSTIY ANAIYSIS ..oiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiee e
5.1 EMPIOYMENT...eiiiiiiiiiiiiee ettt e e e
LT €T | TP PP PTPPPRPRS
5.3 Largest and fastest growing industries ....
5.4 LOCAtion QUOLIENTS........uviiiiieiiiiiiiiie et e e e e e e e et e e e e e e s eaanrreeeeeeean
6 Review of StrategiC SECIOIS ......ccoiiviiiiiiiii e, 41
6.1 APPIOACK .ottt 42
6.2 Summary of employment and GDP in 2010.........cccoceeiiiiiiieiniieee e 44
6.3 LOCAtiON QUOLIENTS .......uiiiiiiie et e ettt e e et e e e e e e st e e e e e e s snebneeeaeeeean 48
6.4 Relationships between regional and national sectors and sector strategies..... 49
7 Business as Usual Projections .......ccccceeeeiieeeiiiiiiiiiie e, 51
: 5 Bay of Plenty Economic Profile
@ economics Bay of Connections

August 2011



Tables and Figures

Tables

Table 2.1. Growth Sectors in New Zealand .............ccoccuviiiiiiiiiiiieiiic e 9
Table 2.2. Some current national SECLOr SrALEIES .......oiuuuiiiiee it 9
Table 3.1. Global megatrends i SOME eXaMPIES...........oiiiiiiiiiiiie i 14
Table 4.1. REQIONAI SITUCLUIE .......eiiiiiiiiieiee ettt ettt ettt e e e e s bbbt e e e e e sbbb e e e e e e e e ababeeaeeas 15
Table 4.2. Key ECONOMIC INAICALONS ........ueiiiiiiiiiiiiiie ettt e e e e s ataneea e 16
Table 4.3. Growth in Key ECONOMIC INICALOTS .........coiuiiiiiiiiiiiiie i 17
Table 5.1. Largest industries by employment by sub-Region, 2010 and 1995............cccccoviiivieeennn. 28
Table 5.2. Largest Industries by GDP by sub-Region, 2010 and 1995..........cccccooviiiiiiieeniniiiiieeenn. 30
Table 5.3. Rate and absolute growth by FTES, 1995 t0 2010 .......ccccveiiiiiiiiiiieiiiiee e 32
Table 5.4. Rate and absolute growth by FTES, 1995 t0 2010 (CONt...)..ccocuiiiiiieeiiiiiiiieee e 33
Table 5.5. Rate and absolute growth by GDP, 1995 t0 2010 ........cccccueiiiiiiiiiiiieiiiiee e 35
Table 5.6. Rate and absolute growth by GDP, 1995 t0 2010, (CONt...) «.eouveeeiieieaiiieeeriieeerieee e 36
Table 5.7. Bay of Plenty Location QUOLIENTS ............uciiiiiiiiiiiiiiiie it 37
Table 5.8. Top 10 LQS DY SUD-REGION .......eiiiiiiiiiiiie ettt 38
Table 5.9. Top LQS by 10Cal QULNOTITY .......eeiiiiiiieiiiie e 39
Table 6.1. Bay of ConNections 2007 SECIOIS ........cuuieiiiiiiiiiiiieeiiii ettt 41
Table 6.2. Key sector industry COMPOSILION .........ccuiiiiiiiiiiiiiiiie e 43
Table 6.3. FTE employment in KEY SECIOIS........cciiuiiiiiiiiiiiiie ettt 46
Table 6.4. GDP iNKEY SECIOIS ... ..iiiiiiiiiiiiieiit ettt ettt 47
Table 6.5. Key sector LQS T 1995 and 2010........ccuuieiiiiiiiiiiiieiiiie ittt 48
Table 6.6. Key Sector Employment LQs by sub-Region, 2010............coovueiriiiieiniiee e 49
Table 6.7. Relationships between key regional and national growth sectors and sector strategies 50
Table 7.1. New Zealand employment projections t0 2026.............ccccuveerriiieiiiieiniiee e 51
Table 7.2. BAU employment projections for Bay of Plenty t0 2026 ...........cccccceeiiiiiiinieienieee e 52
Figures

Figure 3.1. New Zealand GDP 1995 t0 2010 ........ccccuttiriuitiiiiiieiiiieeeiree et e e 12
Figure 4.1. Population, GDP, Employment and Businesses in the Bay of Plenty region, 2010....... 16
Figure 4.2. Population, GDP, Employment and businesses growth, 1994 - 2010............ccccccuveenuns 18
Figure 5.1. Employment in Bay of Plenty by Industry, 2010 ...........cccocviiiiiiiiiiiiieniie e 19
Figure 5.2. FTES by BOP SUD-RegION, 2010........cciiiiiiiiiiiiiiiee ittt 20
Figure 5.3. Comparison of industry employment by SUB-RegION ............coociiiiiiiiiniiiiinicciieccs 21
Figure 5.4. GDP in Bay of Plenty by INdUstry, 2010 ..........ccoicuiiiiiiiieniiie e 22
Figure 5.5. GDP by BOP SUD-ReQioN, 2010 .......cccuuiiiiiiiiiiiiii ettt e e s 24
Figure 5.6. Comparison of industry GDP by sub-Region, BOP and New Zealand................c......... 24
Figure 6.1. Key sector employment and GDP in BOP region, 2010 ..........cccccoovveeniriennieeenieeeenns 44
Figure 7.1. Bay of Plenty BAU employment projections t0 2026 .............ccoooiiiiiieieiiiiiiiieeeenaniinees 53
Figure 7.2. Rate and level of employment growth .............cooiuiiiiiiiiniii e 54

& cconomics : oay of Py Ccnari Pt

August 2011


file://berlsrv01/Data/5040%20Update%20of%20Bay%20Connections%20REDS%20Background%20Analysis/Reports/Bay%20of%20Plenty%20Industry%20Profile%20Final%20Draft.docx%23_Toc301523763

2 Introduction

The initial Bay of Connections Strategyi One Regi on. One Goal . One Raitheur e.

economic development strategy for the Bay of Plenty region. A large amount of consideration and consultation
went into the development of the Strategy. The strategy had clear purpose i a vision and a mission i and values
to guide activity. The Strategy had six high level outcomes, identified ten economic opportunities, and nine
guiding principles for strategy implementation. There were four themes based around globally competitive firms,

world class infrastructure and skills, environmental sustainability and innovation and productivity.

All of these components of the strategy remain valid. The purpose of the update to the strategy is not to change
the fundamental underpinnings of the strategy, but to explore what has changed, what is working and how we
might refocus the strategy to build on what has already been done successfully and to continue to work towards
achieving the identified outcomes. Indeed, actions identified in the strategy are still being implemented. Activity
continues in a number of sector strategies such as Aquaculture and Food Cultivation. New sector strategies are
being implemented in Energy, Forestry and Transport & Logistics. Activity is also continuing in the areas of

Broadband & Communications, Labour & Skills,and MUor i Econontic Devel o pment .

2.1 Approach

In updating the Bay of Connections strategy, the focus is on clarity and simplicity. There will be clarity in that a
clear set of outputs are set as the goal of the strategy. There will be simplicity in that the outputs will be limited to
one key measure and a limited set of secondary measures.

First and foremost this is an economic growth strategy. That is, the end-game is an increase in economic
activity. Second the primary means of achieving or supporting economic growth is through a sector-based
approach. That is supporting and facilitating industry growth in areas where the region has a comparative
advantage and where the industry has national or global growth potential.

It is important to be able to clearly identify the outputs of the strategy and be able to relate them to the action and
measure the change. Our proposal is that the key measure of strategy success is an increase in employment
over and above what would be expected without an intervention. A secondary set of measures can be around
GDP, which can reflect increases in productivity or increased value add. It is these outputs that will allow the

region to achieve economic growth.

Ultimately to bring discipline and clarity to the strategy, there is a need to

a) focus activity into sectors where the region has a strong comparative advantage, and
b) identify clear and achievable (although stretch) targets for those sectors to achieve economic growth

outputs.

Thus, this update concentrates on the 13 areas of focus identified in the initial strategy to review, reconfirm or

refocus efforts.

! This is not to say that the strategy fundamentals cannot change. These will be reviewed in the next stage of the update to
ensure that they are still consistent with what the region is trying to achieve with the Bay of Connections strategy. However, the
focus of this report is on determining the sectors that should be supported through the Strategy.

Bay of Connections
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A sector focus does not necessarily mean that non sector focus areas in the current strategy such as labour and
skills, MU o r i Economi ¢ Dfeastredtuce projects (broadlmand & communications) are dropped.
These are extremely important focus areas for the region and often the actions or outcomes will affect a number
of sectors. The updated approach will consider the role of these non sector focus areas and identify how they

can contribute to each of the sector strategies.

Therefore, this analysis aims to identify those sectors that have the potential to make major contributions to

economic growth in the Bay of Plenty region. The analysis:

1  provides the context in which these industries operate, in terms of the regional, national and
international environment
looks at the current structure of activity both within the region as well as within New Zealand
compares industry performance, both against other industries, but also relative to the industry in New

Zealand.

From this analysis a set of sectors are identified that can be considered worthy of support to encourage and
enhance their growth.

2.2 A sector-based approach
Ultimately, a regional sector approach will be most successful where it:

is based on a regional capability or comparative advantage
is aligned with nationally competitive sectors

has strong sector buy-in and leadership

= =4 =4 =

has areas/issues where intervention can support transformative growth.

The Ministry of Economic Development has prioritised a number of sectors as key to achieving the governmentd s

Economic Growth Agenda. These are:

Food & Beverage
Tourism & Major Events
Petroleum & Minerals
ICT

Screen Industry

Government Procurement

= =4 =4 4 4 4 -

Finance Sector

The selection of these sectors is based on a combination of:

high levels of productivity and competitive advantage
significant scale

high rates of export growth

= =4 =4 =

susceptible to government action.

A number of other agencies have considered sectors that have growth potential. These agencies include the

Foundation for Research, Science and Technology, the Ministry of Research, Science and Technology (how

Bay of Connections
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combined to form the Ministry of Science and Innovation), Investment New Zealand, and New Zealand Trade and

Enterprise.

A recent report by BERL looking at high growth sectors (BERL, 2010) identified the following groupings of

industry where New Zealand has a competitive advantage in a global market.

Table 2.1. Growth Sectors in New Zealand

Sector Industry areas

Agritech Dairy; Meat; Seafood; Fruit & Vegetables; Wine; Specialty Foods
Forestry Silviculture; Wood Processing; Building & Interiors.
Infrastructure Infrastructure

Biotechnology

Clean Technology
Novel Materials
Creative Sector
ICT

Health & Medical
Technologies

High Value Manufacturing i

Software, Electronics,
Sensors

Engineering

Defence

Marine

Aviation

Education

Agricultural, Industrial; Animal & Human Health; Animal Derived Therapeutics; Natural
Products/Bioactives.

Clean Fuels; Clean Materials

Plastics; Composites; Metals

Screen Production; Television; Music; Design; Publishing; Fashion; Textiles; Digital Content.
Productivity Improvement Tools; Data Management Tools.

Drug Discovery & Delivery Systems; Biomedical/Healthcare Research; Health IT; Diagnostic
and Imaging Devices; Assistive and Rehabilitative Devices.

High Temperature Superconductors; Specialist Wireless, Mobile Spatial Tracking, Monitoring
& Remote Management Technology; Sensing Technologies; Nano-Technologies; Precision
Instruments.

Light & Heavy Engineering

Defence

Marine

Aviation

Agriculture, aviation systems, tourism and hospitality.

There is some relationship between these growth sectors and the sectors identified by MED as the focus for the

Economic Growth Agenda.

Not unexpectedly, a number of these sectors have identified a strategy for growth, either through their industry

associations, or with the support of government. Industries that have developed strategies (that we are aware of)

include:

Table 2.2. Some current national sector strategies
Industry Strategy or Industry Analysis
Dairy Strategy for New Zealand Dairy Farming (Dairy New Zealand, 2009)
Meat Red Meat Sector Strategy (2011)
Seafood The New Zealand Aquaculture Strategy (LECG, 2006)

Fruit and Vegetables
Specialty Foods

Forestry
Infrastructure
Biotechnology

Clean Technology
Textiles
Digital Content

Health and Medical
Technologies

Aviation
Tourism
Marine

Growing a New Future (Horticulture New Zealand, 2009)

Leveraging Growth in the Emerging Functional Foods Industry: Trends and Market
Opportunities (PriceWaterhouseCoopers, 2009)

Wood Processing Strategy (2000-2003), Forest Industry Development Agenda (FIDA)
National Infrastructure Plan (National Infrastructure Unit, 2010)

Driving Economic Growth through Bio-based Industries (NZBIO, 2009)

New Zealand Bioenergy Strategy (Bioenergy Association of New Zealand, 2010)
New Zealand Biotechnology Strategy (MORST, 2003)

A Clean Economy Vision for New Zealand in 2025 (PriceWaterhouseCoopers, 2009)
Natural Fibre Export Strategy (New Zealand Textiles Association)

Digital Strategy 2.0 (Ministry of Economic Development, 2008)

New Zealand Software Development Industry (BearingPoint, 2007)

Global Lifestyle of Health and Sustainability (Moxie Design Group Ltd, 2008)

Review of the Human Therapeutics | ndgGx ryod
2010)
The | mportance of New Zeal andds Human Ther

(NZBIO Health, 2009)

In Pursuit of a Global Ambition. Strengthening the New Zealand Medtech Value Chain
(NickBar & Associates, 2010)

New Hori zons: A Report on
New Zealand Tourism Strategy 2015 (2007)

Marine Sector Feasibility Study (2009); NZ Marine Strategic Plan (2010)

KKeotridge eds, P0A) d 6 s A
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While not exhaustive, the strategies provide evidence that there is significant effort to try to grow particular
sectors. lItis important that the Bay of Connections sectors are consistent with nationally competitive sectors, but
also that the sectors themselves are looking to grow. It is this synergy that will allow successful actions, outputs

and outcomes.

While sectors should be aligned to national competitive advantages and a global market, ultimately, the selection

of sectors needs to be based primarily on the regionds com
Auckland, sectors that have been identified include: high value manufacturing and services i Marine, Health

Technologies, Electronics, Machinery & Equipment, Technical Services, Metals/Metal Products, and Paper

Products; Business Services; Transport Services; Tourism; Processed Food & Beverage; Screen Production;

Export Education.

The identification and selection of these sectors is based on a number of factors including: the share of national

activity, research into Aucklandds areas of tgramhamlt age and
value added, New Zeal andds areas of international comparat
issues that can be overcome through sector based support.

2.3 Format of the Report

The report is broken down into six sections. Chapter 3 looks at the international and national economy, as well
as global trends, to provide perspective on the economic environment within which the Bay of Plenty operates.

Chapter 4 provides a review of the Bay of Plenty economy, both in 2010 but also over the last 15 years. The
analysis is at a regional level, but also broken down into the three sub-Regions i Western Districts, Eastern
Districts, and Rotorua.

Chapter 5 provides an in-depth industry analysis of the region, looking current and trend activity broken down by

53 industries at a regional and sub-Regional level.

Chapter 6 focuses in on the key sectors, which have been identified through the existing Bay of Connections

strategy, but also incorporating the findings from the previous chapter.

Chapter 7 takes growth in the key sectors over the last 15 years and projects this forward to identify expected
growth in 2026. The analysis is based on a conservative national growth projection where the world economy

grows at 2.9 percent per annum.

: 10 Bay of Plenty Economic Profile
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3 National and International Environment

The Bay of Plenty region does not operate in a vacuum. Activity is influenced by actions within the region. But
what happens within the north island, New Zealand and, indeed, the world, also has a bearing on the ability for

the Bay of Plenty region to enjoy socio-economic success.
Two of the themes noted in the 2008 long-term plan are:

1  more globally competitive firms in the Bay of Plenty and

1 world class infrastructure and skills to catalyse economic development.

Both of these themes suggest that the Bay of Plenty region is focusing on being a part of a global economy. The
strategy update needs to be considered in light of the national and international environment.

3.1 International Economy
The key words for international markets over the short and medium term are uncertainty and volatility.

Recent economic outlook reports by both the World Bank and the OECD suggest that, to an extent, the Global
Financial Crisis (GFC) is no longer the main dictator of economic activity in developing countries. Developed
countries, however, are still facing the fallout from the GFC, with the OECD identifying the key challenges being:
dealing with high unemployment and preventing it from becoming entrenched; sustaining growth and avoiding
stagnation; progressing fiscal consolidation; and managing global imbalances.

The effects of the earthquake and tsunami in Japan, and the political turmoil in the Middle-East and North Africa
have contributed to a modest slowing in global industrial production and trade.

More recently, issues around the US economy and European debt has seen global sharemarket falls similar to
2008 with some commentators suggesting a double dip recession for the world economy.

As always, the consensus going forward is for solid growth led by developing countries. Downside risks are
posed by high food prices, possible additional oil-price spikes and lingering post-crisis difficulties in high-income

countries.

The latest GDP forecasts from the World Bank suggest that GDP Growth will decline slightly over 2011 t03.2
percent before rising again to 3.6 percent in 2012 and 2013. Growth in Developing countries however, is
expected to be around 6.3 percent to 2013. The OECD expects GDP growth in the OECD area to be 2.3 percent
in 2011, increasing to 2.8 percent in 2012.

BERL has assumed that world GDP growth will average 2.9 percent per annum over the scenario period to 2026.
This is consistent with the above forecasts albeit slightly down on the world historical growth performance over
time. The reason a conservative estimate of world growth has been applied is the definite downside risk of the

fallout from the GFC, possibility of further spikes in oil prices, and rapidly rising commodity and food prices.

In any respect, we can expect continued change in capital markets and the availability of investment capital.

Both how it is allocated (regulation) but where it is allocated into the future.

: 11 Bay of Plenty Economic Profile
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3.2 National Economy Figure 3.1. New Zealand GDP 1995 to 2010
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largest export industry by the end of the

scenario period.

The effect of the Christchurch earthquakes will be played out over the next five to ten years. In 2010, Canterbury

accounted for around nine percent of New Zealand GDP and FTE employment. However, it is about forty

percent of the South Island economy. It is the major city and is a major facilitator of a number of industries and

activity including ICT and tourism. If, how,andwhen it recovers wil/| have a signific:
economic performance going forward. In the short term, however, it will be sucking up a large level of resources,

which will result in economic activity over the next five to ten years.

The two key factors affecting New Zealand's growth opportunities are global growth and access to markets,

particularly as New Zealand is primarily an export-focused economy reliant on international trade for growth.

Tied into this scenario, demand for commodities and food is also key to higher growth considering our current

industry structure and comparative advantages. Finally exchangerat e vol ati l ity will i mpact ofr

ability to compete, particularly in the price driven commodity market.

Issues arise around sustainability and environmental issues, with areas such as water, mining, energy supply

and resource management being potential opportunities or threats to growth.

In terms of the New Zealand economy, BERL expects real GDP growth to average 2.6 percent to 2026. This is
slightly lower than the average growth over the last 15 years of 2.75 percent but is predicated on having to

recover from the recent recession.

3.3 Global Megatrends

Finally, there are a number of trends that are occurring globally that will impact on how we do things and what will
be demanded from consumers in the future. In several cases these trends support the key sectors in the Bay of
Plenty region, but also provide focus for sector strategies going forward.

People are ageing, on the move, and demanding more

In general, the world is getting older, hungrier, more demanding, and more mobile. The populations of OECD
countries are ageing and experiencing lifestyle and diet related health problems. At the same time there are high

fertility rates and problems of not enough food for millions in poor countries.

Bay of Connections
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This creates a number of issues around how we support an aging population, but also creates an opportunity
around how we interact and benefit from an older population that in many cases can continue to operate
effectively and contribute to an economy where there is a premium on knowledge, and physical ability does not

matter as much.

As well, the workforce is increasingly mo b i | e . A's n @dopldarelthangiddgjobKRand dareers more
often, moving house more often, commuting further to work
Within this,isadesi re by people to |ive in a high amenity value col

This is driven by changes where people are increasingly resource rich but time poor, and where the type of jobs
and technology is enabling work and life to overlap. They are also becoming more sophisticated consumers
demanding more personalised products and services. Growth of the services sector of western economies is

being followed by a second wave of innovation aimed at tailoring and targeting services.

There is a continuing trend towards Mega Cities, Mega Regions, Mega Corridors and, with accelerating
technological change and E-Mobility. With all these changes in technology and the more sophisticated, mobile
worker/consumer, there is a need for cities to be smart and connected globally.

The environment matters more

There are increasingly severe consequences of climate change and (arguably) an increasing number (or impact
due to increasing built environment) of natural disasters i Earthquakes, Tsunami, Flooding, Volcanic eruptions.
As well there is an increasing environmental pollution load as a result of increased population, consumption and
waste. This can create opportunity for the smart use of sustainable resources and building materials (such as
wood products).

Globally, natural resources are being used up unsustainably, led by increasing demand for those resources
through economic and population growth. Coming decades will see an increasing focus on resource use
efficiency. This creates demand for green energy (such as geothermal) and more efficient and innovative food

production such as farmed seafood and traceability.

Water is becoming increasingly scarce and will be an extremely important commodity going forward (as it is
currently). Sustainable water use as well as its storage, allocation and application will be important issues for

New Zealand.

Bay of Connections
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CSIRO (2010)

More from Less i a world of limited resources. This relates to
the
for those resources through economic and population growth.

worl dés depleting natur al
Coming decades will see an increasing focus on resource use

efficiency.

A personal touch i Personalisation of products and services.
Growth of the services sector of western economies is being
followed by a second wave of innovation aimed at tailoring and

targeting services.

Divergent demographics i older, hungry and more demanding.
The populations of OECD countries are ageing and
experiencing lifestyle and diet related health problems. At the
same time there are high fertility rates and problems of not

enough food for millions in poor countries.

On the Move i Urbanising and increased mobility. People are
changing jobs and careers more often, moving house more
often, commuting further to work and travelling around the

world more often.

iWorld i Digital and natural convergence. Everything in the
natural world will have a digital counterpart. Computing power
and memory storage are improving rapidly. Many more

devices are getting connected to the internet.

Table 3.1. Global megatrends i some examples

Frost & Sullivan (2011)

Urbanisation: Mega Cities, Mega Regions, Mega Corridors,
Smart Cities

E-Mobility

Social Trends: Geo Socialisation, Generation Y

SPACE JAM: Congested Satellite Orbits

Future Robotic Technology

Virtual World: Fluid Interfaces and Haptic Technology

Innovating to Zero!

EEA (2010)
Social: Increasing global divergence in population trends;
Living in an urban world; Disease burdens and the risk of new

pandemics

Technological: Accelerating technological change: racing into

the unknown

Economical: Continued economic growth; From a uni-polar to

a multi-polar world; Intensified global competition for resources

Environmental: Decreasing stocks of natural resources;
Increasingly severe consequences of climate change;

Increasing environmental pollution load

Political: Environmental regulation and governance: increasing

fragmentation and convergence
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4 Bay of Plenty Economy

In 2010, the Bay of Plenty region has an estimated population of 270,400, accounting for six percent of

New Zeal ando6s BaymuPleahtrégmmgeneratést$E0.17 billion in GDP, five percent of
GDP. With 104,88 0ZeallEssnddd

employment. There are 34,100 businesses in the Bay of Plenty region, accounting for seven percent of

New Zeal anddés tot al

all businesses in New Zealand.

Even within the Bay of Plenty region, industry activity is localised.? Where required we have also looked
at the analysis by the six districts. This is particularly the case in the area of location quotient analysis.
To allow more accurate identification of activity, we have broken the region into three sub-Regions. The

groupings of region, sub-Region and Districts is shown in Table 4.1.

Table 4.1. Regional Structure

Region Sub-Region Local Authority

Tauranga
Western Districts

Western Bay of Plenty

Rotorua Rotorua
Bay of Plenty region
Whakatane
Eastern Districts Kawerau
&p Ot i ki

Breaking the analysis down into the three sub-regions (see Figure 4.1), the Western Districts account for
57 percent of the Bay of Plentyregion6s popul at i on 8percent oG® &mploymentd 5

for 25 t he
The

accounts
GDP.

Rot orua percent of Regi onébs

percent of its Eastern Districts

percent of its employment and GDP.

2 For example, tourism in Rotorua, Kiwifruit production in Tauranga/Western Bay of Plenty, Forestry in Kawerau and
so forth.

@ economics 15

Bay of Plenty Economic Profile
Bay of Connections
August 2011

account s

account s

popul ati

for



Figure 4.1. Population, GDP, Employment and Businesses in the Bay of Plenty region, 2010
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%

Eastern Districts,
48,755, 1%

source: BERL Regioaitabase, 201C

BOP, 270,406, 6%

GDP ($m)

Eastern Districts,
$1,658, 1%

source: BERL Regiofstabase, 201C

BOP, 270,406, 6%

Eastern Districts,
17,129, 1%

source: BERL Regiofaitabase, 201(

BOP, 270,406, 6%

Businesses

Eastern Districts,
5,354, 1%

source: BERL Regiofiatabase, 201C

Table 4.2 presents the key economic indicators for the sub-Regions, the Bay of Plenty region and New

Zealand as at March 2010.

Table 4.2. Key Economic Indicators

. . B f Pl
Key Economic Indicators  Western Districts Rotorua Eastern Districts ayo e.nt) New Zealanc
Region

(2010)
Population 155,256 66,395 48,755 270,406 4,204,945
GDP ($m) $5,792 $2,725 $1,658 $10,175 $187,802
FTEs 60,634 26,994 17,129 104,757 1,835,706
GDP per Capita $37,303 $41,049 $34,000 $37,627 $44,662
GDP per FTE $88,287 $93,324 $89,451 $89,775 $94,559
Businesses 21,645 7,147 5,354 34,146 505,685
Business Size 2.8 3.8 3.2 3.1 3.6

Source: BERL Regional Database 2

GDP per capita and GDP per FTE are lower in the Bay of Plenty region than nationally. GDP per capita
of $37,600 is 84 percent of national GDP per capita, and GDP per FTE of $89,775 is 95 percent of

national GDP per FTE.

GDP per capita and GDP per FTE are lower in each sub-Region than nationally. However, they are

highest in Rotorua. Eastern Districts has the lowest GDP per capita, which is likely a reflection of the
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high proportion of the population not in the work-force; and Western Districts has the lowest GDP per

FTE, which is due to relatively higher employment in lower value added industries.

Businesses in the Bay of Plenty region, with an average of 3.1 FTESs, are smaller than nationally, where
the average business has 3.6 FTEs. However, businesses in Rotorua are larger than nationally, with an

average business size of 3.8 FTEs.

The economic performance of the Region is considered over the short, medium and longer term. Table
4.3 shows the growth in the key economic indicators over three periods i one year, 10 years and 15

years.

Table 4.3. Growth in Key Economic Indicators

%pa for 2010 year
Key Performance Indicators
y W_est_ern Rotorua E_astgm BOP region New
Districts Districts Zealand
Resident population growth 15 0.6 0.1 1.0 1.2
Real Value Added (GDP) growth  -1.7 0.3 -1.8 -1.2 -0.4
Employment growth (FTES) -1.9 -1.7 -2.2 -1.9 -1.7
GDP per capita growth -3.1 -0.3 -1.9 -2.2 -1.6
Labour productivity growth 0.1 1.9 0.3 0.6 1.1
Business units growth -1.5 -25 -2.0 -1.8 -1.3
%pa for 2000 - 2010
Resident population growth 2.0 0.3 -0.1 1.2 1.2
Real Value Added (GDP) growth 3.1 15 2.0 25 2.3
Employment growth (FTEs) 2.9 0.8 15 21 1.9
GDP per capita growth 11 1.3 21 1.3 1.1
Productivity growth 0.2 0.9 0.6 0.5 0.5
Business units growth 3.0 0.8 1.1 2.2 2.2
%pa for 1995 - 2010
Resident population growth 2.6 0.2 0.0 1.4 1.3
Real Value Added (GDP) growth 3.7 15 1.6 2.7 2.6
Employment growth (FTES) 3.1 0.7 1.0 21 1.6
GDP per capita growth 1.0 1.3 1.6 1.2 1.3
Productivity growth 0.7 0.9 0.7 0.7 1.1
Business units growth 3.8 13 1.6 2.8 2.6

Source: BERL Regional Database 2

The Region has not performed as well as nationally across all indicators in the latest year. Considering
the greater focus of the region on exports, the effect of the recession needs to be factored into the

analysis, particularly over the latest two periods.

In general the Region has tended to perform slightly better than nationally over the longer terms (10 and
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15 years) although change has been relatively consistent with national.

As the line graphs in Figure 4.2 show, the majority of growth has occurred in the Western Districts. Both

Rotorua and the Eastern Districts have not performed as well as nationally. However, because the

composition of the Bay of Plenty region economy is skewed due to the size of the Western Districts,

stellar performance in the Western Districts has tended to pull the Bay of Plenty region performance up.

Figure 4.2. Population, GDP, Employment and businesses growth, 1994 - 2010
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Eastern Districts and Rotorua have tended to perform below the New Zealand average over the longer

term. The greatest contrasts in performances are around population growth and business growth.

The most marked variation has been in population, where growth in the Western Districts has been at

double the national average, whereas population numbers in Rotorua and the Eastern Districts have

remained constant to falling.
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5 Industry Analysis

This section provides a detailed analysis of the sectors and industries that contribute to the Bay of
Plenty economy. Industry activity by employment is split broadly across 477 industries as defined by
ANZSIC (Australia New Zealand Standard Industrial Classification 1996). At the more aggregated 53
industry and 17 industry levels, BERL has been able to estimate the contribution of industries to GDP.

Our analysis looks at current and trend (1995 to 2010) employment and GDP contributions at the 17 and

53 industry level by sub-Region, Region and national groupings.
5.1 Employment

Figure 5.1 shows employment in the Bay of Plenty region in 2010 broken down by 17 sectors.

Figure 5.1. Employment in Bay of Plenty by Industry, 2010

Bay of Plenty

Personal & Other Elect, Gas §
Cultural & ReServices; 3,511; Water
Health & CommYy Services; 2,763; 3% 3% Supply; 419

Mining; 144; 0% 0%

Services; 10,833;
10%

Govt
Admin & Education; 7,555; 79
Defence,_—-

2,594;

2%

Prop & Business
Services; 11,203;
11%

; Wholesale Trade;
Finance & Insurance !
y 5,535; 5%

1,807; 2%

Accom, Cafes &

Communicatio
Restaurants; 5,291,
Services; 860; 1% 5%

Transport & Storage;
4,165; 4%

source: BERL Regional Database, 2

The biggest employer in the region is the primary sector (Agriculture, Forestry & Fishing), which
accounted for 14 percent of employment in the economy. Retail Trade accounted for 12 percent of
employment, followed by Manufacturing and Property & Business Services (both 11 percent) and Health

& Community Services (10 percent).

The sector employment pattern in the Bay of Plenty region is relatively consistent with national
employment, although the region has relatively higher employment in the Agriculture, Forestry & Fishing
industry and relatively lower employment in the Finance & Business Services Sector.
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However, the variance in employment becomes much higher when we consider the sub-Regions.
Figure 5.2 shows the absolute employment in each sector broken down by sub-Region.

Figure 5.2. FTEs by BOP sub-Region, 2010
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source: BERL Regional Database, 2

As expected, the Western Districts account for the largest absolute employment in each sector apart
from Cultural & Recreational Services. Rotorua employs almost as many FTEs as the Western Districts
in the Accommodation, Cafes & Restaurants Industry. This reflects the importance of tourism to

Rotorua.

The relative importance of sectors to the sub-Regions is clearer in Figure 5.3, which shows the
proportion of employment in each sector to total employment in that sector. The sub-Region analysis is
also compared to the wider Bay of Plenty region and New Zealand.
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Figure 5.3. Comparison of industry employment by sub-Region

Agriculture, Forestry & Fishing is strongest in the Eastern and Western Districts. Agriculture, Forestry &
Fishing accounts for 45 percentofemp | oy ment in both the &p@tiki and Wester:
Within Kawerau District, however, Agriculture, Forestry & Fishing accounts for less than two percent of

employment.

Manufacturing is strongest in the Eastern Districts, driven by Kawerau District, where the Manufacturing
sector accounts for half of all employment. In contrast, Manufacturing accounts for less than two

percent of employmenti n t he &p @t i ki Di strict

The Accommodation, Cafes & Restaurants sector accounts for over eight percent of employment in
Rotorua, compared to 4.7 percent nationally. Similarly, Culture & Recreational Services accounts for

over five percent of employment in Rotorua compared to 2.8 percent nationally.

The Bay of Plenty region as a whole, and across all sub-Regions, has a low proportion of employment in

the Finance & Insurance, and Government Administration & Defence sectors.
5.2 GDP

The flow through of employment to GDP is slightly different due to the value added per FTE in the

different industries, as shown in Figure 5.4.
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