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Targeted Regional Economic Development
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Review the notion of
cluster development;

The concepts of industrial
targeting;

Overview some of the tools ¥
at our disposal. '

Purchase the book at: %

http://www.routledge.com/books/details/9780415775 S
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U Community and regional organizations
vested with the promotion of economic
growth and development are constantly
searching for effective tools and methods to
advance their efforts.

U The interest in cluster developments that
has been spurred by the work of Michael
Porter has renewed interest in targeted
economic development efforts.
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U There has been a concerted movement
g1 & FNRBY 0UKS 2f R LIKAf
anything that flies and claim anything that

f I yYRaé G2 Y2NB Aa0NF (S:
identifying the specific types of industry to
promote at the local and regional levels.

U Policymakers and economic development
practitioners are now asking the more focused
guestion; in what types of industry does our
region have a competitive advantage?
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1960s
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1980s
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What Is a cluster?

t 2ZNISN) OvnnnZ LHpRnO 4!
proximate group of interconnected companies

and associated institutions in a particular field,
f AVISR 0¢é& O2YY2V It AGA:

W2aSYFTSER omMmpdt = LInv ¢
used to represent concentration of firms that are
able to produce synergy because of their
geographic proximity and interdependence, ever
though their scale of employment may not be
LINE YV 2dzy OSR 2 NJ LINB YA Y S\
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What Is a cluster?

w2StFyRlO FYR 5SyY | SNJI;
be characterized as networks of producers of
strongly independent firms (including specializec
suppliers), linked to each other in a valagding
LINE RdzOGA2Y OKLIF Ay ®€
CSaAaSNI omMdpdhy =X LIHAO a9 O:
related and supporting industries and
Institutions, but rather related and supporting
Institutions that are more competitive by virtue
2F OGKSANI NBfl OGA2yaKAL:
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What Is a cluster?

Governance
) Local Production Systems
/' \ Porter’s Clusters
) /A\ ¥ — — = Monopsonistic Clusters
/ // \) \ ----------- Marshallian Industrial Dist.
/' // v — -+ = Innovative milieux

Inter-firm relationships Innovation/learning
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Winemaking Equipment l
The California Wine Cluster
Grapestock > Barrels I
State Government Agencies

(e.g. Select Committee on Wine
Fertilizer, Pesticides,

Production and Economy) Bottles I
Herbicides

Grape Harvesting Caps and Corks
Equipment

Labels
Irrigation Technology Growers/Vineyards k& Wineries/Processing

Facilities

Public Relations and
Advertising

Z\ K‘ Specialized Publications

(e.g. Wine Spectator, Trade
Journal)

Educational, Research, & trade
Organizations (e.g. Wine Institute,
UC Davis, Culinary Institutes)
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Why focus on clusters?

1. Strengthens Localization Economies

2. Facilitates Industrial Reorganization

- 3. Encourages Networking Among Firms
4. Results in Larger Local Economic Impacts

5. Facilitates Entrepreneurial Activity
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Why focus on clusters?

.Picking Awinner so?

.ALate comer so?

. Overspecialized exposing the community to risk?

4, Regil onal approach di fficul't
setting.
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Data Analysis

Innovation

Knowledge / \
Information /
Data /

Creativity Pyramid (Fig 8.3 p.145 Shaffer, Deller and Marcouille
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Data Analysis
wMechanism to Stimulate Discussion

wChallenges Local Perceptions

wldentifies Strengths

wldentifles Weaknesses

wldentifies Threats

wldentifies Opportunities

wln the end, helps you understand what is
KIFILIWISYyAy3 f20lffeXod
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Data Analysis

wlLooking for Patterns

wLooking for Comparisons

wLooking for ChallengesSurprises
wLooking over Time
wLooking for Insights, Not Precision

wMany Sourceg Formal and Informal
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Data Analysis

It is VITAL to keep in mind that undertaking a
TRED analysis is part of a process and is NOT i
F2dzy RFGA2Yy 2F | O2yad

The community discussions that occur as the
analysis unfolds can be just as important if not
more so than the analysis itself.
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Sources of Employment in Dane County

PROFESSIONAL and TECHNICAL SERVICES

FINANCE and INSURANCE

STATE and LOCAL GOVT LQ=1.69

»_ o, E—
MANUFACTURING E E LQ=0.89

_ FARM ?
n sector |

LQ |
0.0 5.0 10.0 15.0 20.0

® Wisconsin ™ US ¥ Dane County
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NAICS 311 - Food Manufacturing Industry Concentrations
(County Location Quotients Based on 2001 Employment Levels)

Location Quotients by County (2001 Employment*)
B 000110050 | LQ1.01t01.25
[ @os1t00.75 [ |e125t0500
[ |Lao7sto099 [ Las5.01t010.00

[ LQ=1.00 B . 10.01 or More™
1 . Sources: U.S. Census Bureau 2001 County Business Patterns
1 | No Employees in Category El State Border and UWEX Center for Community Economic Development

I I ] Miles

*Due to disclosure requirements, some employment values were estimated. ’ X
=Maximum Location Quotient is 45.2 © 2004 UWEX Center for Community Economic Development
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NAICS 311 - Food Manufacturing Industry Concentrations
(County Location Quotients Based on 2001 Employment Levels)

Location Quotients by County (2001 Employment*)
- LQ 0.01t0 0.50 LQ1.01t0 1.25
[ l@os1t0075 | LQ1.25t0500
| LQ0.76100.99 [ La5.01t0 10.00

LQ=1.00 I < 10.01 or More™
2 Sources: U.S. Census Bureau 2001 County Business Patterns
No Employees in Category E State Border and UWEX Center for Community Economic Development

I I ] Miles

*Due to disclosure requirements, some employment values were estimated. 4 R
“Maximum Location Quotient is 45.2 © 2004 UWEX Center for Community Economic Development
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Figure 6: Cluster Analysis Food Processing “Detailed Sectors”
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Location Quotient Calculator

The Location Quatient Calculater is a tool on the BLS website that creates, on demand, tables of private sector
employment data, by industry, as measured by the Quarterly Census of Employmeant and Wages (QCEW) program.
The calculator allows the ready comparisen of relative employment levels in the Unitad States, states, counties,
and Metropaolitan Statistical Areas (MSAs).

Location Quotient

Lacation Quotients {LQs) are ratios that allow an area’s distribution of employment by industry to be compared to
a reference or bass area's distribution. The reference area is usually the U.5., but it can alsc be a state or
meatropelitan area. The reference or base industry is usually the All industry total. The discussion balow assumes

tha dafaults are usad. LOs also allow areas to be easily compared to each other.

If an L is equal to 1, then the industry has the same share of its area employment as it does in the reference
ar=a. An LJ greater than 1 indicates an industry with a greater share of the local area employment than is the
case in the refarence area, For exampla (assuming the U.S. as the reference area), Las Vegas will have an LQ
greater than 1 in the Leisure and Hospitality industry because this industry makes up a larger share of the Las

Vegas employmeant total than it does for the country as a whole,

LQ= are calculated by first, dividing lecal industry employment by the all industry total of local employment.
Second, reference area industry employment is divided by the all industry total for the referance area. Finally, the

local ratio is divided by the reference area ratio.

Industry Group
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Industry

U.5. TOTAL Dane County, Wisconsin

Percentage of Employment calculated from Quarterly Census of Employment and Wages Data

Industry
Base Industry: Total, all industries
Natural Resources and Mining
Comstruction
Manufacturing
Trade, Transportation, and Ukilities
Information
Financial Activities
Professional and Business Services
Education and Health Services
Leisure and Hospitality
Other Services
Unclassified

U.5. TOTAL Dane County, Wisconsin

100,005
1.66%
6.2%%

11.82%
23.05%
2.64%
7.04%
15.64%
15.86%
11.83%
3.96%
0.18%

Percentage of Employment: Ratio of industry emgloyment to base-industry employment tmes 100,

Location Quotients calculated from Quarterly Census of Employment and Wages Data

Industry
Base Industry: Total, all industries
Natural Resources and Mining
Construction
Manufacturing
Trade, Transportation, and Ukilities
Information
Fimancial Activities
Professional and Business Services
Education and Health Services
Leisure and Hospitality
Other Services
Unclassified

Dane County, Wisconsin

100.00%%
0.75%
L.a5%%

11.04%
21.36%
4.05%
10.95%
15.88%
13.91%
11.34%
4.84%
0.00%%

1.00
0.45
0.93
0.93
0.93
1.53
1.56
1.02
0.88
0.96
122
0.0:0

Champaign County. Ilinois

Champaign County, Illinois

100,007
0,529
L.o4%%
12.93%
24.37%
3.69%
6.15%
11.08%
17.85%
14,73%
3.11%
0.02%

Champaign County, Illinois

Location Quotient: Ratio of analysis-industry employment in the analysis area o base-industry employment in the analysis area divided by the ratic of analysis-industry
employment in the base area to base-industry employmens in the bass area,
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Why focus on clusters?

Can it really be that simple?
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Regional Economic Development Research
Laboratory (REDRL) of Clemson University

This approach focuses on
identifying industry clusters with

(1) a high potential for prospering In
the study area and

(2) significant positive economic
Impacts on the local economy.
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Regional Economic Development Research
Laboratory (REDRL) of Clemson University

Step 1. Identify industry concentrations
for which the region has experienced
recent employment growth.

R | S € O U |
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Regional Economic Development Research
Laboratory (REDRL) of Clemson University

Step 2. Construct value chains
(linkages to input suppliers and product
markets) for the industry clusters
selected in Step 1, and identify
Industries in the value chains with the
greatest linkages to the local industry
concentrations.
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Regional Economic Development Research
Laboratory (REDRL) of Clemson University

Step 3. Rank the selected industries
from Steps 1 and 2 by expected
economic and fiscal impacts on the local
economy.
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Import Substitution

C Originally developed as a national economic
development tool postWWII primarily In
Central and South America.

C Generally dismissed over time: lack of
evidence of success; protections stifled learning
YR AYyYy20FGA2YyT G2l akKa

C Atsuby' I A2y I E f SOSEt UKS
clusters promotes stronger intemdustry

linkages, for example through import
substitutions
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Input-Output Based Models

Smmplified Input-Output Transactions Table

Agr Mfg Trade Service HH Exports  Total
Agriculture $202 $182 $10 $12 $100 $235 $741
Manufacturing 32 68 2 26 39 300 467
Trade businesses 47 35 9 334 1,200 172 2,779

Service businesses 86 59 565 561 1,500 262 3,033
Households 200 40 205 1,250 1,698 100 3,493

Imported inputs 174 83 1,006 850 333 1,053 3,499
Total inputs 741 467 2779 3,033 14,012

One approach is to look at imports and exports to
follow an import substitution strategy throughtx 3 | LJE
andd RA & O 2aialySi0 U €
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Economic Opportunity Study

Subregion Reports County Information Presentation Library

Driving the shift to the New Econonty

in Northeast Wisconsin
Chick here to download the full report.
ere to download the Executive Summary.

NEW ECONOMY RESOURCES

15 Cbhout The NEW

he structure of the
i cind
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Multi -step educational process

1. Identification of general economic trends
using BEAREIS data.

2.Use IMPLAN base report to identify largest
Industries in region.

3. Use IMPLAN to identify impoféexport levels.

4.Use IMPLAN to focus on group selected core
Industries.
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able 11: Top 5 Imported Commodities and Importing Industries

Industnies Importing Commodity™*
Computer and Data Processing Services

Wholesale Trade

Banking

Paper Mills, Except Building Paper

Doctors and Dentists

Engineening, Architectural Services

Cyclic Crudes- Interm. & Indus. Organic Chem.
Plastics Matenals and Resins
Paper Mills, Except Building Paper
Miscellaneous Plastics Products
Paints and Allied Products
Pape I
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Winemaking Equipment l
The California Wine Cluster
Grapestock > Barrels I
State Government Agencies

(e.g. Select Committee on Wine
Fertilizer, Pesticides,

Production and Economy) Bottles I
Herbicides

Grape Harvesting Caps and Corks
Equipment

Labels
Irrigation Technology Growers/Vineyards k& Wineries/Processing

Facilities

Public Relations and
Advertising

Z\ K‘ Specialized Publications

(e.g. Wine Spectator, Trade
Journal)

Educational, Research, & trade
Organizations (e.g. Wine Institute,
UC Davis, Culinary Institutes)
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Community-Business Matching (CBM) Model
University of Neveda-Reno, WRDC

A community can use CBM to prioritize their
goals and identify the assets they have to
help them achieve their goals.

The CBM fits these goals and assets to
business profiles in order to assist in
development decisions that reflect the
desires of community members.
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Community-Business Matching (CBM) Model
A |l nvol vement of SEEORmL

BRIt | s | mp o e
and social aspects of economic development

It is more
than just

] obso
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Community-Business Matching (CBM) Model

ADesirability measures how likely a
business Is to meet community goals.

ACompatibility measures how likely the
business Is to locate-start-expand In the
community.
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