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Preface

This report has been prepared for the Wellington Regional Strategy Committee by Nick Davis,
Paul Alexander, Paul Clarke and E mi | y frémdMartiriJenkins (Martin, Jenkins & Associates
Limited).

MartinJenkins is a leading New Zealand-based consulting firm providing a wide range of
services to clients in the public, private and not-for-profit sectors.

Our goal is to improve the effectiveness and efficiency of the organisations we work with. We do
this by providing strategic advice and operational support in the following areas:

1 Strategy, Transformation & Performance
1 Policy & Economics

i Evaluation & Research

Our work is characterised by our high level of ability to deliver pragmatic and effective solutions,
tailored to the needs of our clients. We have a reputation for problem-solving and providing
astute advice, often in complex or sensitive political environments.

Our intimate knowledge of government and public sector management means we are uniquely
placed to help government, businesses and communities work together.

MartinJenkins employs senior people with professional experience spanning a broad range of
disciplines. Our people include strategy advisors, organisational and business process
specialists, public policy advisors, financial and economic analysts, and evaluation and research
experts.

We combine our expertise to provide our clients with an integrated and comprehensive
response to the needs of their organisation.

MartinJenkins was established in 1993 and is 100% New Zealand owned. It is governed by
executive directors Doug Martin, Kevin Jenkins, Michael Mills, Nick Davis and Nick Hill, plus
independent directors Peter Taylor (Chair) and Sir John Wells.


http://www.martinjenkins.co.nz/services/Strategy-Transformation-Performance.php
http://www.martinjenkins.co.nz/services/Policy-Economics.php
http://www.martinjenkins.co.nz/services/Evaluation-Research.php
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Executive Summary

Introduction

This report presents the findings and recommendations of our review of the Wellington Regional
Strategy (the Strategy). The review is intended to assist the Wellington Regional Strategy
Committee to decide whether or not to cease Strategy governance and funding activity from 1
July 2012. The function of regional economic development carried out by Greater Wellington
Regional Council (GWRC) will cease on 30 June 2012 unless GWRC undertakes the necessary
process to continue it.

The review focuses on two key questions:
T What outcomes have been achieved to date

1  Has the Strategy been implemented as intended and in accordance with best practice?

We summarise our main findings and recommendations in relation to these questions below.

Context

The Strategy is the Wellington regionds sus
bet ween 2004 and 2007 by the Wellington reg
regiondés business, e d u c dytinteoests. It eneerged fromcatshaeech d

recognition that previous arrangements for promoting economic development were fragmented,
inefficient and did not take full advantage of opportunities for regional economic advancement.

A key issue addressed by the Strategy was whether to take a consolidated approach to the
delivery of certain economic development initiatives and activities through a single, regionally
funded economic development agency. This issue was contentious at the time the Strategy
was approved in 2007, but all councils eventually agreed to an approach whereby an economic
development rate would be charged across the region by Greater Wellington Regional Council.
Grow Wellington, formally a CCO of the Greater Wellington Regional Council, was established

acr os

tainal
i onods
commur

as the regionds economic devel opment agency.

The Strategy itself is comprehensive and spans initiatives intended to directly grow the regional
economy, especially exports, through the activities of the regional economic development
agency (eg businesses support and sectors development), as well as initiatives to promote
Good Regional Form (eg strengthening the CBD and regional centres, industrial land planning).
In all, a total of 34 action areas (nine of which were high priority) and 68 initiatives are included
in the Strategy.

The Wellington Regional Strategy Committee was established to oversee and drive
implementation of the Strategy. That Committee comprised an independent chair, six of the
r egi on 0 ayors,ihgdhair ofrthe Greater Wellington Regional Council, and several
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independent members drawn from the community. This Committee is supported by a Chief
Executives Group and the small Wellington Regional Strategy Office, established to coordinate
the delivery of the programme of activities and initiatives under the Strategy. Strategy activities
were funded from a combination of a regional economic development agency rate, external
funding and contributions (both funding and officer time) from individual councils.

Extent of outcomes achieved to date

This review has been conducted at an early stage in the life of Strategy, which has a 20 year
horizon. Many of the initiatives and activities in the Strategy are medium to long-term in nature,
with significant economic impacts expected only over periods of a decade or more. The
development of regional economic development capability itself takes time. For these reasons,
this review has focused primarily on short-term impacts and outcomes.

Growing our E conomy

A key focus area for the Strategy was to invest in gr
exports. The key areas under this focus area included:

1  Developing businesses, products and services (eg providing business support and advice,
developingcent res of excell ence, realising the regionods

1  Selling and marketing the region and its businesses overseas (eg supporting firms with
market access, further developing a regional approach to tourism)

1 Supporting businesses to get their products to international markets (eg bringing long haul
flights to Wellington, broadband)

1  Supporting the business sector through underpinning growth inputs (eg investment
attraction, education, labour market strategy etc).

This focus area received the vast majority of the regional rate funding and is primarily delivered

by Grow Wellington. Other key contributors included Positively Wellington Tourism and the
individual councils of the region. The above four areas have not received equal attention, with
some gaps in translating Strategy intentions into programmes activities. There has been less
attention paid beyond tourism activity to selling and marketing the region to businesses and
potential investors,and6 k ey busi ness g rthawtheldeveélapmpenttofshie Labduth e r
Market Strategy.

Our main findings in relation to this part of the Strategy can be summarised as follows:

1  There appears to be greater awareness amongst businesses in the region of Grow
Wellington than of the Wellington Regional Strategy, although this is not surprising given
most survey respondents had accessed Grow Wellington services.

1  The majority of businesses who had received business growth services from Grow
Wellington over the last 24 months were either very satisfied or satisfied with those
services, and the vast majority attribute dédgreat ve
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services. The specific benefits most often mentioned include: the provision of useful
business connections and information, and assistance with access to government
resources and funding. Some firms noted improvements in access to skills and talent,
internal capability, access to capital and improved export potential.

T Satisfaction with Grow Well i ngt orsa8onably €rong,or de v
although there is significant variation across the supported sectors. In brief:

T Support for the export education sector is highly valued by stakeholders, although it is
too early to see impact on export revenue from efforts to promote English language
services in offshore markets

I There have been demonstrable achievements flowing from the food and beverage
sector support, including Wellington on a Plate and the attraction of Le Cordon Bleu to
establish a Cuisine and Hospitality Centre in Wellington City

) The work of Film Wellington, while less strategic in nature, plays an important role in
facilitating film production in the Wellington region. However, other needs of the film
sector have not been progressed, although this may change with the work towards the
establishment of the screen and digital centre of excellence

i Positive developments in the manufacturing and primary sectors are less clear.

T The most frequently mentioned benefits associ af
development support include: raising the profile of the sector and improving sector
collaboration. Other benefits mentioned include: addressing a key issue or opportunity in
the sector; improved sector capability and capacity, improved export potential, improved
productivity, and improved revenue and market access. The economic value of these
benefits has not been quantified but, to date, are likely to be modest.

1  Many of the achievements in the sector development area have relied on strong
partnerships developed across the region, in particular collaborations between Grow
Wellington, Positively Wellington Tourism and Wellington City Council.

1  Progress in relation to support for centres of excellence is less clear, and there have been
a number of lessons learned in this area. Of the three centres supported, the Clean
Technology Centre of Excellence is the most advanced and shows the most promise.
External funding constraints have held up progress on the Health Education, Research and
Commercialisation Centre and the future of this initiative is unclear. The screen and digital
centre initiative has changed tack over time and progress remains at an early stage.

1  Some progress has beenmadeinr el ati on t o ottemodGd owe nigo o0& [
concerted efforts to bring long haul flights to the region and to improve broadband. Good
work has been done in both areas but tangible results have yet to be realised. It is not
possible to judge, at this stage, to what extent the investments made will result in tangible
benefit but both initiatives better positioned the Wellington region to realise opportunities.
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1  Although the overarching aim of the Growing our Economy part of the Strategy is to double
the regionbés exports atedat, therb laas eenod sysedd®ic by 2026
attempt to measure the extent to which Strategy activities have increased exports. The
survey data, with over half (54%) of those firms surveyed not looking to export in the future,
would indicate at one level someincons i st ency with the Strdrawegybés goal
firmer conclusions requires a fuller understanding informed by systematic data collection.
Having a long term export goal in place does not in our view preclude activities, such as
building sector capability and providing market intelligence, that help provide the
ingredients toward export opportunities in the future.

Our review has also identified a number of issues for further consideration:

I  There are opportunities for better strategic alignment of tourism activity across the region,
and for integration between tourism promotion and other elements of the Strategy

1  The absence of a programme of ongoing monitoring and evaluation has limited the
availability of outcome information for this review, and it would benefit future reporting on
the achievements of the Strategy if such a programme were to be put in place

1  There remains some risk of duplication of economic development activity across the
region, and scope to take a more regionalised approach to such issues as marketing the
region to business, and leveraging the education and research capability of the region

1  The case for providing priority support for sectors appears stronger in some cases than
others, and any refresh of the Strategy should reconsider the priority sectors for the region.

Good Regional F orm

A key focus area for the Strategy is to promote good regional form, as a means of achieving a
well-configured and compact community that enhances regional competitiveness and the quality
of life of residents and businesses.

The areas of activity under this part of the Strategy spanned a wide range of issues including:
strong CBD & sub-regional centres, quality urban design, integration of transport with urban and
rural needs, land for business growth, open spaces, and specific regional focus areas (ie the
Granada to Gracefield corridor, and the northern Waikanae edge).

Assessment of the extent of outcomes achieved in the area of good regional form is particularly
challenging because most initiatives involve either information sharing and/or are planning
initiatives associated with several incremental steps and long lead times.

Our main findings in relation to this part of the Strategy can be summarised as follows:

1  For all of the activities and initiatives considered, it is too early to observe changes in
regional form on the ground
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1 Inaddition, with some exceptions (eg the change to the Kapiti Coast District Plan to limit
development on the Waikanae northern edge), the planning processes instituted under the
Strategy have some way to run before even the planning stage is concluded

1  Atan activity level, varying levels of progress have been made across the key areas
identified in the Strategy:

T Strong CBD and sub-regional centres: This activity has fallen well short of the
Strataemlyidtsi on of having an overall vision for
investment and examining regional investment mechanisms to unlock development
potential not realised by the market. This reflected a lack of agreement amongst
councils on the vision and appropriate interventions and a subsequent decision by
CEs that there was no need for a formal regional approach to the identification and
management of centres. Instead, a stocktake of centre planning approaches was
undertaken in 2009, with information disseminated to and shared amongst councils.

i Regional focus areas: eight specific areas for development planning were identified in
the Strategy. Significant activity has been undertaken and progress made in relation
to the preparation of plans and proposed plan changes. However, it is not clear to
what extent progress in these areas is a result of the Strategy and its processes, or
would have occurred anyway.

) Open Spaces: several activities have been progressed in this area, notably the
development of the Open Space Strategy and Action Plan, which was approved by the
WRS Committee in November 2009. The key challenge in this area is to maintain
momentum.

I Quality Urban Design: good progress has been made and all councils have become
signatories of the New Zealand Urban Design Protocol and a regional urban design
action plan has been put in place, with many of the proposed actions having taken
place or underway.

i Land for Business Growth: The most notable output in this area is the commissioning
of a study that identifies the available vacant industrial land in the region. Beyond this,
other planned activities have not been undertaken.

1  Although not an explicit objective of the Strategy, work in a number of the above areas
supported the inclusion of new policies supporting good regional form in the Regional
Policy Statement.

1  The main benefits in the Good Regional Form area are yet to be realised and will not come
to fruition for some time. However, benefits have already emerged from the region-wide
approach, particularly in terms of sharing approaches and practices amongst council
officers, and the adoption of common standards and frameworks by councils. This sharing
is valuable and can be expected to lead to improvements in the quality work of individual
councils and reduced costs.
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T While progress has b &eodReagiandl&grmdmaancyt iovfi ttihees épr ogr es s
do not match the level of ambition in the Strategy. The most significant regional form
issues likely to influence the region and its economy over the coming decades (eg urban
intensification, a regional approach to CBD and regional centre development) have not
been tackled. The cooperation between councils has fallen short of strategic engagement.

Implementation of the Strategy

While the above discussion of the extent of outcomes achieved generally paints a positive
picture of progress and some benefit, in general we conclude that the level of impetus and
progress under the Strategy has failed to live up to the ambition of the Strategy. Realisation of
tangible economic benefits has mostly been modest.

This review has identified some shortcomings in the implementation of the Strategy.

In our view, successful implementation of a regional economic development strategy requires:
1 A Strategy that:

T is clear in its priorities, actions and initiatives

T is clear about what resources and capability are needed to deliver on those

) is realistic, in terms of a match between priorities, actions and initiatives, on the one
hand, and actual resources and capability on the other hand.

1 A Governing body that:
) clearly owns the Strategy

i advocates regional priorities identified in the Strategy with central government and
other partners

) makes decisions on regional strategy issues (or, if not the decision maker, provides
advice, builds support for and brokers decisions at the individual council level)

i oversees revisions to the Strategy to ensure it remains relevant and a live document
) decides on funding priorities

i reports on progress towards delivery of the Strategy including the achievement of its
goals and outcomes

T builds strong stakeholder relationships and partnerships.
1  Adequate supporting mechanisms including:

T clear roles and responsibilities amongst the delivery agencies, and between the
Governing Body and delivery agencies

T good programmemanagement , to coordinate and drive deliwv
initiatives and activities
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T effective reporting against planned delivery, and a programme of monitoring and
evaluation to assess the extent of achievement of outcomes

i funding and resourcing mechanisms that provide sufficient certainty that the
necessary resources are available.

Our review concludes that there is room for improvement in all of the above areas.

On the Strategy itself, we conclude that it has suffered from too many activities and initiatives,
and the statements of priority accorded in the Strategy have in a number of cases not translated
into resource allocation and priorities for action. The Strategy has also become out of date due
to unprecedented changes in the global and national economic environment. We consider that
the Strategy should be refreshed, and that any future Strategy should contain fewer activities
and initiatives.

A number of issues have been identified with the governance arrangements. While we do not
believe the WRS processes and governance arrangements are fundamentally flawed, there is a
clear case for change in how implementation of the Strategy is happening in practice. In short,
we have concluded that:

1 the Committee has not driven the implementation of the Strategy as actively as it might,
difficult decisions are not being made nor trade-offs between initiatives raised and
addressed

1 the Committee has not been key in influencing other fora such as the Mayoral Forum or the
Regional Transport Committee, and some mayors perceived duplication between these
fora and the Committee

1 the relationships between the Committee and delivery agencies, particularly Grow
Wellington, have not been as strong as they need to be

1 issues have also been raised with the composition of the Committee, in particular its size
and balance between political and independent representation

1 there is some confusion, particularly amongst independent members, as to the
Commi tteeds core purpose and rol e.

This has led us to conclude that a more active WRS Committee is critical if the aims of the
Strategy are to be realised. The Committee should take on a regional leadership role in a way
that avoids duplication with existing structures and is consistent with its lack of statutory powers.
Where the WRS Committee is not the legal decision maker it should make recommendations to
the formal decision maker.
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Finally, we believe that the Committee has not been fully enabled to perform its role because of
weaknesses in various support mechanisms. The WRS Office has performed a useful role but
has been limited in its resource and has been diverted from coordinating the overall programme
of work towards leading specific activities and initiatives.

In addition, no ongoing programme of monitoring and evaluation of the impacts and outcomes
of the Strategy has been put in place. Delivery and reporting on progress against the Strategy
has been compartmentalised. In terms of funding arrangements, the reliance on voluntary
council contributions of funding and resource has led to uneven progress against a number of
areas of the Strategy. The St r at e gy 0 stiveaofimhaiching mtemyeofindirg dollar-
for-dollar with external funds has proved unrealistic given significant changes in global and
national conditions. In some areas there has been a significant mismatch between the priority
accorded to an activity in the Strategy, and the level of activity that has been undertaken.

Future Directions

A key question for this review is whether, taking into account the outcomes achieved to date
and the quality of implementation of the Strategy, there is a case for continuing with the
Strategy governance and funding activity, or whether to cease that activity at 30 June 2012.

On this question, we conclude that there remain good reasons for continuing to pursue
economic development (including good regional form) at a region-wide level, and to fund and
deliver economic development activities on a region-wide basis. Our reasoning for this is as
follows:

1 Inthe face of increasingly intense competition from other cities and regions for resources,
talent and capital, there is clear merit in facing the strategic challenges of ensuring a
vibrant city-region on a region-wide basis. Such challenges do not respect sub-regional
territorial boundaries.

1 Internationally and domestically, regions (especially those containing large urban areas)
are moving towards an approach where they plan for and approach economic development
on a region-wide basis.

1  Previous arrangements in the region involved fragmentation and duplication of economic
development activities. Reverting to an individual council-based approach risks a
recurrence of these problems.

1  Although arguments have been advanced against a region-wide approach on the basis of
efficiency and unequal distribution of benefits, we consider such concerns can be
addressed through good governance and, overall, the benefits of a regional approach
outweigh the costs.

To fully realise the benefits from such a region-wide approach, it is important that the Strategy
itself be refreshed, and that changes are made to the governance and implementation
arrangements.
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The general thrust of our recommendations is as follows:

il

A refresh of the Strategy is required because of significant changes in the economic
environment and because there are arguably too many activities and initiatives and some
stated priorities do not appear to have region-wide support

In refreshing the Strategy, it will be important to develop an associated action and resource
plan that makes more transparent what is to be progressed, by when, and what resource is
being allocated for that purpose

A programme of monitoring and evaluating key initiatives should be put in place, with
systematic and regular measurement of progress and outcomes achieved

The role of the Committee should be clarified and its composition changed, so that it is
smaller in size and better balanced as between political and independent members

To achieve better alignment between the Strategy, the Committee and Grow Wellington, it
is proposed that the Committee more actively engage in setting the direction for Grow
Wellington and that there be an independent member appointed to both bodies

Improvements are also required on reporting against the Strategy, including from Grow
Wellington to the Committee on its achievements

To enable the above changes and to support the Committee in its role, we propose a
strengthened support function, drawing on the capacity and resources of the region.
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1. Introduction

Regions play a vital role in New Zealandés future. A
more prosperous economy requires scale and capability to be built at the firm, sector and

regionallevels. As t he nat i on dregiosabecomamg the succgse of the greater

Wellington region is important not only to its residents but also to the rest of New Zealand.

The approach taken to the review was to consider how implementation of the Wellington
Regional Strategy (the Strategy) could be strengthened and improved, by examining the
delivery of the Strategy, the quality of its implementation (including governance structures, roles
and responsibilities and funding arrangements) and the extent to which expected outcomes are
occurring. We envisage this review:

1 helping to sharpen the Strategyd s f diréction and focus
1 clarifying roles and responsibilities regarding the implementation of the Strategy

1 informing decisions about the appropriate level of resourcing and funding necessary to give
ef fect to tolhjeetiveStrategyods

1 helping to achieve a balance between local and regional needs.

Purpose

This review is a formal requirement of the mediation agreement between Hutt City Council
(HCC), Upper Hutt City Council (UHCC) and the Greater Wellington Regional Council (GWRC).
Under this agreement the Wellington Regional Strategy Committee (the WRS Committee),
based on the findings of a full and independent review, must recommend whether or not GWRC
will continue to carry out the function of regional economic development. The function will
cease on 30 June 2012 unless GWRC undertakes the necessary process set out in section 16
of the Local Government Act 2002.

This review meets the terms of the mediation agreement and also offers a timely opportunity to
consider early progresstowar ds t he Strategyé6és intended outcomes

Findings from the review will help to inform the future development and direction of the Strategy
should the WRS Committee continue to pursue economic development on a region-wide basis.

! Based on Statistics New Zealandds Regional Gross Domestic Produc
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Scope
This review focuses on two key questions:
1 Has the Strategy been implemented as intended and in accordance with best practice?

T What outcomes have been achi evkeydocusarcad?at e acr os

The scope of this review did not include a critique of the Strategy itself. However, we do report
the views of stakeholders and some of our own observations of key economic issues facing the
region that have emerged or become more prominent since the Strategy was developed in
2007.

In addition, during the course of this review the WRS Committee requested that we also
consider the question of whether the representation of the Wairarapa Councils on the WRS
Committee is adequate and appropriate.

Challenges

In undertaking this review we have had to address the following two key challenges:

1  Short time elapsed: the Strategy was approved in 2007 and has a 20 year horizon. Since
regional economic development is an incremental process, the timing of this review is at an
early stage. It followsthatpr ogr ess on many of the Strategyds
outcomes can be expected to be limited. This review assesses whether implementation
has proceeded as intended and asks what progress has been made in relation to short-
term outcomes.

1  Attribution of cause and effect: the causal link between local government activity and long-
term regional outcomes is circuitous and complex. As such we have considered the
context within which Strategy initiatives are being undertaken and explicitly acknowledged
that Strategy initiatives are a contribution toward, and not the only influence on, desired
outcomes. We use standard evaluation techniques to determine, where possible, the
specific outcomes attributable to the initiatives/activities under the Strategy.

Principles

In reviewing the implementation and outcomes of the Strategy, consideration needs to be given
to a range of best practice economic development principles. The principles we have had
regard to are as follows:

9 clarity of accountabilities: the allocation of roles and responsibilities should support
effective and efficient prioritisation, delivery and monitoring of the Strategy

1  appropriate resourcing: levels of funding and resourcing (including capability and capacity)
should support effective delivery of Strategy activities and provide value for money

MARTIN/ "



1 effective prioritisation, monitoring and review: the Strategyd s g 0 v esystemsaade
processes should promote regular and robust prioritisation, monitoring and review of
activities in support of the Strategy

1 effective delivery mechanisms: delivery mechanisms should support the effective and
efficient delivery of initiatives

1 alignment with regional and local goals: the Strategy should be aligned with and
adequately balance regional and local goals, and take account of national policy drivers
that may influence regional activities.

Our approach

The review considered a set of key research questions covering both outcome and
implementation aspects in order to assess the extent of progress towards outcomes identified in
the Strategy. It progressed in three main phases and included a mix of qualitative and
guantitative activities. The three phases to the review were:

1  Phase one: planning and desk research. This phase drew on a review of relevant
documentation and involved key informant interviews. A full list of documents reviewed is
included in Appendix 7 and key informant interviewees are listed in Appendix 2.

1 Phase two: data gathering. This phase involved:
T key stakeholder interviews

) an online survey of Wellington businesses with a focus on those that have had some
experience of Grow Wellington

i case studies of three priority Strategy initiatives (ie broadband, Centres of Excellence,
and regional centres and focus areas).

1  Phase three: analysis and reporting, including presentation of draft findings with the project
reference group (ie the Senior Officers Resource Team) and the Chief Executives Group.
Feedback from these groups was incorporated, as appropriate, into this report.

We have ordered the report to cover the extent of achievement of outcomes (Section 3), to be in
a better position to review overall Strategy implementation in the light of those findings (Section
4). Separate sub-review questions are covered in each section.

In reporting on governance,we c on s i d e reddadefskifg ahccRatritwvwer shi pd as i ntegr
components of the governance arrangements. Appendix 5 lists these actions, which have
mostly been achieved and relate to the establishment of initial governance arrangements.
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2. Context and background

This section sets the scene for the review by considering regional growth strategies and the role
of local government, the current state and economic challenges facing the Wellington region,
and relevant national policy settings. It also provides background on the development of the
Wellington Regional Strategy and governance arrangements.

Regional growth strategies

A regional growth strategy is a broad approach to managing growth within a region,
encompassing economic as well as social, cultural and environmental development. In
developing and implementing a regional growth strategy, local government plays a number of
important roles:

1  developing a clear understanding of the differing roles to be played by local government to
achieve strategy outcomes

1  ensuring national government is effectively engaged and that the Strategy aligns with
national goals

1 identifyingtheregi ondés strengths and weaknesses

1 facilitating business and community engagement and ensuring the Strategy reflects their
needs and desires

1 using local government tools and levers effectively and efficiently.

A significant amount of international and local research has been undertaken to try and identify

the key elements of a good regional growth strategy and its implementation. A team of

international experts engaged in the development of a regional plan for Auckland identified the
following 6key ingredients of effective metropoldi

1  recognition and understanding of the interdependence of the parts of the region, its
distinctive communities and their particular contributions to regional success

1 aregional leadership function to articulate and be responsible for achieving the regional
vision and actions

T ability to identify and measur etiohtbte ssidcegsof f i c an
the country (both economic, social, cultural and environmental)

1 ability to assess the major challenges facing the region in a domestic and international
context

1 afocus on long-term fundamental issues that will support improved functionality of the
region including drivers of growth (eg skills, innovation, enterprise, infrastructure)

1  asingle regional plan that integrates the different strategies and plans into one framework,
underpinned by a core evidence base and expressed as a single narrative
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1  building engagement with and support from central government

1 building investment and financing capacity (eg through engagement with the private sector
and the better use of assets)

1  building implementation capability at the scale required to deliver on the major
opportunities and challenges facing the region

1 regular measurement and benchmarking of progress against agreed goals

1 development of a regional identity.

The majority of regions across the country have some form of regional growth strategy and/or
plan in place. Many strategies centre on economic development while also considering areas
from social disparity through to environmental sustainability. Common areas of focus include:

1 infrastructure, in particular broadband
skills and the labour market
security of energy supply

developing globally competitive firms

= =4 =4 -2

innovation and productivity.

Most strategies promote the interests of regional specialisations, generally based on sectoral
advantages. For example, the Bay of Plenty Regional Strategy has prioritised forestry and the
Canterbury Regional Economic Development Strategy has prioritised water. Auckland
Unleashed, the Auckland Plan discussion document, highlights potential priority sectors that
include food and beverage; film and creative sectors; marine; health technologies;
biotechnology; knowledge intensive industries; advanced materials; and education.

The delivery mechanism given most prominence in regional growth strategies is the regional
economic development agencies (EDAs). Figure 1 provides some illustrative examples.
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Figure 1: Regional Examples of Economic Development Agencies

Regional economic development agencies (EDAS) funded (in the majority) by local
councils are the most common delivery mechanism. An exception in funding
structures is the Bay of Plenty Priority One Strategy, which is a mixed model of
funding that includes council and direct business funding.

Auckland has recently moved to a council controlled organisation model with a
considerable increase in resources and f
Events and Economic Development (ATEED) is understood to have staff of
approximately 240 and a planned 2011/2012 operating budget of $47.5m°. Itis worth
noting that tourism promotion sits outside the governance and funding machinery for

the WRS, which is different from the approach taken in Auckland.

Christchurch 6Ganterbury Development Corporation (CDC) received $5.2m in 2009,
$3.7m of which is from Christchurch City Council. Most other regions/cities (eg
Taranaki, Hamilton, Dunedin, Southland) have smaller budgets with few exceeding an
annual budget of $1m. Accordingly, few have funding to support long-term projects of
scale and instead focus on smaller scale local cluster development programmes (eg
Hamilton on aviation and Taranaki on oil and gas).

undi

Several regional growth strategies have been reviewed or evaluated in recent years, notably the
Auckl and Regi Bvalaation &f the Regional Grewth Strategy and the related
Auckland Region Economic Development Strategy and Metro Action Plan. Lessons learned
based on this and other reviews include:

f

2

Strategies often suffer from a lack of prioritisation, with too many priorities, initiatives and

action plans relative to available resources

Local economic development agencies typically focus on economic development in their
territorial authority, sometimes competing with each other and largely operating
independently of one another so that opportunities for regional synergy are missed

Implementation and delivery of the strategies is often fragmented, resulting in duplication of

functions and wasted resources

There is a wide variation in the resources at the disposal of the local and regional EDAs
and in the activities that they undertake, and often insufficient resources are budgeted
given the stated ambitions for the Strategy

Local and regional EDAs often vary in their capability and find it difficult to retain skilled
staff

Auckl and Council 6s Long T&rJmePlM%n 1 November 2010
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1 ltis often difficult to achieve coordinated effort to address strategic goals and overarching
coordination groups often lack teeth, funding and a clear mandate to oversee delivery of
the Strategy

1  Key economic development roles and functions of local government are sometimes left
outside of the Strategy. For example, in Auckland until recently, tourism promotion sat
outside the economic development framework and was funded by some but not all local
authorities

1 EDAs are typically funded through short-term funding contracts, with resources thinly
spread across organisations and activities

1  Strategies and plans are often not aligned at local and regional level, as well as between
the region and national levels. Given the substantial overlap in the goals of these
strategies/plans, the scope of synergies is significant and often go unrealised

I  There is often little evaluation of the impact or added value of economic development
activities at a local or regional level.

Principal local government roles in economic
development

According to international cities expert, Greg Clark, local government has two principal roles in
fostering regional economic development:

1  ensuring that public services that have a significant impact on economic development are
delivered in a very robust and effective way

1 delivering specific economic development activities and programmes in close cooperation
and collaboration with the private sector and central government.

The first of these roles includes| oc al g o vreleimlamé usé¢ gasning and regulation,
public amenities and the provision of infrastructure and facilities. Taking an integrated approach
to the delivery of these services is key, as is coordinating with central government and the
private sector. For example, when developing communities it is necessary to ensure that issues
such as transport infrastructure, commercial zoning, and location of educational institutions and
healthcare providers is considered, so that people also have access to jobs and skills training
as well as housing and amenities. Similarly, local government efforts to safequarda r egi ond s
natural environment and to promote a diverse society are both essential to preserving the
quality of life that attracts many businesses and workers to a region. A key message here is that
local government can systematically use the power of its core business to promote economic
growth. To this end, it is especially important to ensure that regional growth strategies feed into
and shape the planning instruments for the region.
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The second principal role incorporates a potentially wide range of diverse activities, including
tourism planning, city branding and promotion, support to businesses and investors, investment
promotion and attraction, fostering entrepreneurship and innovation, the facilitation of sector-
specific infrastructure, and skills development among other roles. It also implies an influencing
and partnering role for local government to central government in relation to key growth drivers
(eg telecommunications infrastructure and broadband, tertiary education, security of energy
supply etc). It includes the important catalysing and coordinating role that local government can
play in coordinating major regional projects that require cooperation between key players in the
local economy, including individual firms, cluster or industry groupings, educational institutions
and the like.

Regional growth strategies need to be clear about the specific economic development roles to
be played by local government and other parties within the region. The above roles imply a
broad conception of regional economic development, recognising that it is underpinned by land-
use and spatial planning, the provision of infrastructure and public amenities, and the promotion
and attraction of tourism and events, and the provision of business development services.

The Wellington region

The Wellingtonregiond s economic performance istandardsandthe i mar y
wel fare of Wellington residents. As Stthee count ry
success of the Wellington region is also important for the rest of New Zealand. The region

accounts for 11% of 10%WefNewZeabandodsdodopoPpubanesnes

In 2008, the Wellington regional economy contributed $22.8 billion to national GDP, and in 2003
had the highest levels of GDP per capita of any New Zealand region. However, over the ten
year period of 1998 to 2008, Wellington region& GDP growth was 2.9% compared to the New
Zealand rate of 3.3%.° Labour productivity (1.9% p.a. compared with 2.5% p.a. for 2008 year)
has been slower than the national average.6

The Wellington region specialises in a number of sectors, most particularly government
administration and defence (52% of the total enterprises in this sector across New Zealand are
based in Wellington), property and business services is the second most prominent, followed by
finance and insurance.

Based on Statistics New Zealand Regional Gross Domestic Product estimates for 2003.
The Wellington Regional Economy. Prepared by A. Freeth for Grow Wellington, 2010.
Wellington Insight City Profile (Draft) 2009.

Wellington City Council. Wellington City Profile: Key Facts About the City. 2010.
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In employment terms, Government, Arts and Recreation, and Other Services is the most
notable specialisation with 22% of all New Zealand filled jobs in this sector located in the
Wellington region in June 2008.’

Economic activity in the region is not distributed evenly across all nine councils. We I | i ngt ond s

central business district (CBD)accounts for over half (52%) of the reg
labour productivity within the CBD is significantly higher than elsewhere in the region. This is

consistent with other city-regions, which find evidence of agglomeration benefits within dense

urban areas.®

Despite significant expansion of commercial accommodation space in recent years, mainly as a
result of public sector expansion, the presence of corporate head offices in Wellington has been
on the decline. The number of New Zealandd ®p 200 companies based in Wellington City has
dropped significantly from 65 in 1985 to 24 in 2010.°

This long-term trend was previously countered by a period of strong economic growth and
expansion of the public sector but these economic supports have now reversed, particularly as
a result of the Global Financial Crisis. Recent events, such as the Christchurch Earthquakes,
similarly alter the economic outlook for Wellington.

Other global factors, such as competition for skills, an ageing population, growing environmental
concerns, fierce competition from rapidly industrialising fast-growing economies such as China
and India, geographical isolation and rapid technological change all pose a threat to

Wel lingtonds continued success

At the national level, central g o v e r n meenomié ®cus has until recently been on Auckland

and its potential as t he. Thisppesdants yoth an opperunitytat er nat i onal
benefitf r om Auckl andbés growth, but also a riTe&k t hat r esol
Christchurch Earthquakes and the need to rebuild Christchurch will similarly divert resources

away from other projects, although the government has so far indicated it remains committed to

planned investments in other regions.

The above context is consistent with a draft long-term City Strategy developed by the
Wellington City Council (WCC) , which indicates that although Wellingtonians currently enjoy a

high quality of life,6a | onger term view would say we are reaching
Wel lingtondéds devel opment or poteﬁotThaavllorkidenﬁfiesing point i
sever al ri sks t oincding d gradugltbwd reléndlessf narthward elrift of corporate

" Wellington Insight City Profile (Draft) 2009.

See, for example, Maré and Timmins (2006) and Maré (2008).

Wellington City Council. Wellington City Profile: Key Facts About the City. 2010.

Wellington City Council. Policy Scoping Paper: City Strategy 2040 (Vibrant, Internationally Competitive, Affordable
City). May 2010.

10
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business in the last two decades, slowing migration to the city (or projected negative migration
to the region in the next 20 years), rising office vacancy rates, generally low workforce
population growth and a narrow job sector.™

Interviews conducted as part of this review have reinforced many of these points especially in
relation to concerns about increasing office vacancy rates and, related to this, the vitality and
sustainability of the CBD. In general, stakeholders throughout the region recognise the key role
that the CBD plays in the wider region, while also indicating that other parts of the region also
face their own independent challenges.

The Wellington Regional Strategy

Bet ween 2004 and 2007, couMéIsi,“iiricnrgultaiicm@vii;hthe'regiwés | ocal
business, education, research and voluntary sector interests, developed a fact-based, region-

wide, long-term sustainable growth strategy. The Strategy emerged from shared recognition

that previous arrangements did not support the achievement of regional goals and that a

regional approach was required. Specifically, the previous arrangements were seen as:

1 failing to highlight and address regional priorities i an example being divergent views
within the region aboutthe r egi onds roading priorities

1 leading to duplication of economic development activities (prior to the Strategy, economic
development was delivered by three agencies (Go Wairarapa, Enterprise Coast and
Positively Wellington Business™®)

1  working against the delivery of longer-term and/or strategic initiatives, as securing funding
for such initiatives was challenging and involved high compliance costs to bring the
necessary regional partners to the table.

The Strategy was developed in a comprehensive way with strong engagement from key
stakeholders and significant community consultation. Development of the Strategy drew on over
200 reports and documents in addition to two surveys of business and public interests.
Following two sets of public consultation, the final Strategy was adopted by the GWRC on
behalf of the region in May 2007.

" Op. Cit.

2 Greater Wellington Regional Council, Wellington City Council, Lower Hutt City Council, Porirua City Council, Upper
Hutt City Council, Kapiti Coast District Council, South Wairarapa District Council, Masterton District Council and
Carterton District Council.

Positively Wellington Business was the largest of the economic development agencies, with a budget in 2005/06 of
$3.9m.

13
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An early and essential question addressed in the process was to agree whether there was a

case for local government to develop and fund an economic development strategy. Agreement
was not initially unanimous, but all councils, following a mediation process, eventually agreed to

this approach and to a regional rate to be levied by the GWRC. A formal structure, the WRS
Committee, was established to ensure all parties remain committed to a regional set of
structures and processes.

The stated aim of the Strategy is to make the Wellington region internationally competitive, a
great place to live, with excellent career opportunities and a strong vibrant economy. Itis a 20

year strategy that focuses on adding value through facilitating growth in areas where the region

has the potential to be a world leader.

Nine high-level outcomes were identified, reflectingt he Str at egyb6s hol i
incorporating environmental, social, cultural and economic performance. To achieve these
outcomes the following three focus areas were agreed:

1 Investment in Leadership And Partnership
1 Investment in Growing our Economy, especially for exports

1 Investmentin Good Regional Form.

Sitting beneath these areas of focus are a range of 34 action areas (nine of which were given
high priority) and 68 initiatives. Initiatives vary greatly in terms of scale, scope, roles and
responsibilities, area of focus and timeline. Many initiatives are about facilitation (ie bringing
together the key players that can deliver
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Figure 2: Wellington Regional Strategy Action Areas

EFFECTIVE LEADERSHIP
& PARTNERSHIPS

Wellington Regional
Strategy
* Leadership

Implementation
Agencies

Kainga-a-tikanga
process

Regionally shared
information

Measurement of
strategy success
(Genuine Progress
Indicators)

A Sustainable Economic Growth Strategy for our Region

INVESTMENT IN GROWING OUR ECONOMY, ESPECIALLY OUR EXPORTS

SELLING &
MARKETING OVERSEAS

DEVELOPING
BUSINESSES,
PRODUCTS & SERVICES

Provide market
access support

Grow and retain
existing business

Tell Wellington
region’s story
internationally

Grow centres
of excellence

Attract high
value individuals
to the region

A regional portal

Further development
of regional approach
to tourism

Strengthen and
consolidate the business
incubator network

Establish a business
innovation &
advancement academy

Attract export
businesses

Realise primary
production potential

% These areas are a priority

GETTING OUR
PRODUCTS TO
INTERNATIONAL
MARKETS

Bring long haul flights
to Wellington

Adding value to the
region’s port

Grow broadband

*

KEY BUSINESS
GROWTH INPUTS

Attract investment

Education

Increase labour

market participation

Increasing labour
market productivity

Attract & retain
talented people

Grow the regional
skills base

GOOD REGIONAL FORM

Strong CBD &
sub-regional centres

Quality urban design

Integrate transport with
urban and rural needs

Land for
business growth

Housing close to
work & transport

Affordable housing

Rural lifestyles

Open spaces

Regional Focus areas

Leadership of the Strategy was intended to preserve what is good at a local level, while
maximising the opportunities from greater regional co-operation. The Committee was seen as

t he

0 kottlee[Swratedy, and the intention was that the Strategy would be monitored and

reviewed. The Strategy also provided regional funding to support its implementation and set as
an objective for the Strategy a dollar-for-dollar match between ratepayer and non-ratepayer

MARTINYENKINS
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funding. In addition to the GWRC and TAs, the intention was to involve central government,
business, and the education, research and voluntary sectors in its development and
implementation.

The Strategy was intended toprovidle6 an over view of texigttobffgheor t uni ti es th
regionds ec on o mathertharea détaledwarkptae @nd, as such, Grow Wellington
and key stakeholders were expected to develop project

Implementation of the Strategy includes the establishment of significant governance, funding,
support and delivery mechanisms including:

1 the WRS Committee
a Chief Executives Group (CEG) and Senior Offices Resource Team (SORT)
the Wellington Regional Strategy Office (WRS Office)

a regional economic development agency (Grow Wellington)

= =4 =4 -2

a regional rate to fund aspectsoftheSt r at egy 6s i mpl ement ati on

The specific roles and responsibilities of each party within the governance arrangements is
illustrated below.

Figure 3: Governance arrangements for the Wellington Regional Strategy

Y
Wellington
Mayoral oo Wellington Regional Strategy Committee (WRS Committee)
Forum
‘ [
« D
.
Chief Executives Group (CEG)
S )
WRS Office ~ | >
Senior Officers Resource Team
(SORT)
L J

| .
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Greater Wellington Regional Council

The GWRC is responsible only for decisions that cannot be delegated to the WRS Committee

(ie setting regional rate funding levels and appointment of WRS Committee and Grow

Wellington board members). In the event that the GWRC do not agree with a WRS Committee

proposal, it is our understanding that the matter would be referred back to the WRS Committee

rather than the GWRC overturning the decision. To our knowledge,t hi s o6power to ref
has not been used to date.

The WRS Committee

The WRS Committee is a standing committee of the GWRC established to implement and
developtheStrategy.14 The WRSCommi tteeds terms of reference ou
responsibilities, three of which relate to this review (ie supporting an independent review of the

Strategy, making a recommendation on whether to continue, and following the process set out

in section 16 of the Local Government Act based on this decision). The main function of the

Commi ttee is to manage the Strategy on behalf of

1  overall guidance and further development of the Strategy
recommending annual Strategy funding to GWRC
overseeing Grow Wellington

seeking additional central government funding

implementing other initiatives outlined in the Strategy subject to available funding

= =2 =4 - -2

co-ordinating, monitoring and guiding initiatives to achieve outcomes identified in the
Strategy.

The WRS Committee comprises the regionds mayors (
currently represented by South Wairarapa District Council), the chair of GWRC and five

independent members (appointed by the WRS Committee). The Chair is an independent

member. The Committee meets when required (in practice, about 5-6 times per year).

The Chief Executives Group

The Chief Executives Gr o0 u (€BG& primary accountability is for execution of the Strategy
including recommending an overall project plan and Strategy budget to the WRS Committee
and ensuring milestones are met."> The Chief Executives Group is described as the primary
servicing group for the WRS Committee, although in practice Chief Executives have dealt with

* Greater Wellington Regional Council. Terms of Reference and delegations for Council Committees: 2007-2010

Triennium.

*  Wellington Regional Strategy Office. Draft Terms of Reference for Senior Officers Resource Team. 2007.
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the Strategy as and when issues have been raised and many of the responsibilities of the Chief
Executives Group have been delegated to SORT and the WRS Office (see below).

The Senior Officers Resource Team (SORT)

The Senior Officers Resource Team was established and mandated by the CEG to provide

them with support as required. SORT comprises senior representatives from each of the

regionés councils (with braedbySouthdairarapa Distrétar t er t on repr e
Council), a representative of Grow Wellington, and an officer with a relationship to Ara Tahi (a

joint strategic MUori advisory dheodepfSORTIGWRC wi th an
support of the CEG, as set out in their terms of reference, includes contributing to, and driving,

the WRS work programme, monitoring and reporting, and collective peer review to support

regionally significant initiatives.

The Wellington Regional Strategy Office

The WRS Office was set up in 2008 to coordinate project streams of the Strategy and to report
to the WRS Committee and the CEG. It was set up to work with SORT, in particular, to drive the
@ood RegionalFormd i ni ti atives of the Strategy gom®conjunctio

Grow Wellington

Governance and strategic direction

Grow Wellington was established as a council-controlled organisation (CCO) in 2007 under
GWRC. The Grow Wellington Board reports to the WRS Committee. GWRC has delegated the
responsibility to the WRS Committee for monitoring its performance.

Grow Wellington is governed by a board of eight, comprised mainly of directors with business
and innovation-related experience. Day-to-day management of Grow Wellington is undertaken
by a Chief Executive with the organisation structured according to its key areas of work.

Grow Wel |l i ngt o mrdwsectimspgesanddatilitateshight goowth export-oriented
businesses with the aim of growing the Wellington regional economy, especially exports. To do
this Grow Wellington delivers a range of short-term business growth, medium-term sector
growth and long-term centre of excellence activities and services.

Each year Grow Wellington undertakes an internal strategic review of its activities and

investments. This review informs the development of a Statement of Intent outlining Grow

Wel |l ingtonbés three year vision and key areas of work
supported by an annual business plan. A draft Statement of Intent is presented to the WRS

Committee for feedback before being approved by the Grow Wellington Board.

' Wellington Regional Strategy Office. Annual Report 2007/2008. 2008.
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Creative HQ, the regionds business incubator, hasc
Wellington to becoming a separately constituted company with its own Board.

Monitoring and reporting

Grow Wellingtonds for mal reporting obligations ir
1  present six monthly reports to the WRS Committee

1 present a draft Statement of Intent to the WRS Committee (by 1 March) and receive
feedback from the WRS Committee

1  Prepare an annual report outlining achievements to date and including full financial
statements.

Funding and resourcing

Grow Wellington is funded via a targeted regional rate collected by the GWRC. The rate is
subject to the Section 16 Mediation Agreement, which capped the amount GWRC is able to rate
for economic development for the Wellington Regional Strategy at $5 million per annum (subject
to Consumer Price Index adjustments) until 30 June 2012. The current level is $4.5 million, of
which a proportion goes to fund the WRS Office, and $4.25 million to Grow Wellington.

In 2010 Grow Wellington sought additional funding of $150,000 for the 2010/2011 and

2011/2012 years to support business growth opportunities associated with the Rugby World

Cup. The Committee did not recommend this additional funding, instead asking Grow
Wellington to present a businesscase6 shoul d it wish to pursue addit]|

Funding

When the Strategy was established, a number of funding options were considered including: a
levy on all ratepayers; a levy on commercial and industrial ratepayers; a levy on residential
ratepayers only; and funding by subscription (ie funded by interested parties on a project by
project basis).l7 In evaluating funding options, international and local experience was
considered as well as region-specific issues and the advantages and disadvantages of each
option (eg the costs to implement and the impacts on different parties).

A general rate on all ratepayers was recommended as the most simple and practical solution.
The rate is a targeted rate on all properties in the region. GWRC is responsible for striking the
regional rate based on a recommendation from the WRS Committee. This targeted rate for
economic development was a new activity for GWRC, and was implemented from 1 July 2007.

" GHD Pty Ltd. Wellington Regional Council: Report for Regional Economic Development Agency Funding.

September 2006.
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Figure 4 shows the distribution of the EDA rate for 2009/10 by TA area.

Figure 4: Economic Development Agency rate 2009/10 budget ($000s) by TA area'®
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Resources

The Strategy arrangements established resources to fund a WRS Office and support the
operation of the WRS Committee. Each of the councils in the region made commitments to

participatei n t he Strategydés i mplementation, though resourc

once the Strategy was finalised.

Council contribution to the Strategy has varied significantly by project and individual council,
with a relatively small number of projects, such as broadband, occupying a large proportion of
council resources.

Monitoring, reporting and review

The Strategy envisaged a measurement system (Genuine Progress Indicator, now known as
Genuine Progress Index, or GPI) for measuring the success of the Strategy, and saw the WRS
Committee as having a role in monitoring progress towards goals, and undertaking reviews of
the Strategy atdoelekastep it Ol i vebd

No formal evaluation and monitoring programme is set for the Strategy. This review can be
considered the first comprehensive assessment of

8 Greater Wellington Regional Council Annual Plan 2010/11.
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3. Outcomes Achieved

This section describes our findings in relation to the extent of outcomes achieved to date under
the Strategy. Itis divided into two parts that mirror the two major areas of focus for the Strategy:

1  Part A presents our findings in relation to the Growing our Economy focus area of the
Strategy

1 Part B presents our findings in relation to the Good Regional Form focus area of the
Strategy.

The Leadership and Partnership part of the Strategy is considered in Section 4, as this is a
cross-cutting issue and is not tied to any specific activities or outcomes.

Part 3A: Growing our Economy

Theoverrar ching aim of the Growing our Economy part
exports as a share of GDP by 2026. To achieve this, four key areas and 20 actions were

identt fied under the Strategy, some of which were hi
economic growth (see Figure 5). The vast majority of the St r a t direclyréssurcing through

the regional rate is focused in this area.
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Figure 5: WRS focus area 2

Focus area: Investment in growing our economy, especially our

exports

Key area 1: Developing
businesses, products
and services

Actions:

1 *grow and retain
existing business

1 *grow centres of
excellence

9 attract high value
individuals to the
region

1 strengthen and
consolidate the
business incubator
network

1 establish a business
innovation &
advancement
academy

i attract export
business

i realise primary
production potential

Key area 2: Selling and
marketing overseas

Actions:

1 provide market
access support

T tell Wellington
region® story
internationally

1 aregional portal

T further development
of regional approach
to tourism

Key area 3: Getting our
products to
international markets

Actions:

1  *bring long haul
flights to Wellington

1 *grow broadband

1 adding value to the
region's port

Key area 4: Key
business growth inputs

Actions:

 attract investment

1 education

1 Increase labour
market participation

 increase labour
market productivity

i attract & retail
talented people

1  grow the regional
skills base

Note: An asterisk denotes a priority action.

In this part we consider to what extent, and as a result of Strategy activities:

9 individual businesses have been grown

I  priority sectors have been supported to grow and develop

1  support for Centres of Excellence (ie screen, digital, biotechnology and clean energy) have
led to positive outcomes

1  progress has been made towards improving the use and supply of broadband.

In addition to these specific focus questions, we report on:

1 the delivery of services by Grow Wellington, and overall perceptions of how well the
regional EDA is performing

1 other priority and key actions identified in the Strategy undertaken by councils and other
key stakeholders, such as broadband and work to attract long-haul flights.
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Grow Wellington is primarily responsible for giving effect to most of the actions under the

Growing our Economy part of the Strategy. However, the Strategy envisaged that a number of

other parties (egt he regi onés councils, central government
education and voluntary sectors) would contribute to and in some cases lead economic

development actions as appropriate. For expositional reasons, we begin by discussing those

activities delivered or led by Grow Wellington. Activities led or significantly contributed to by

other parties are discussed at the conclusion of this section.

We conclude this Part with a brief summary of progress against the full set of actions under the
Growing our Economy part of the Strategy.

This section sets out Grow Wellingtonds activitie
growth and Centres of Excellence) over the last three years, and reports our findings on the
extent to which these activities have contributed to (or have the potential to contribute to) the

Stratgogsy 6 s

Since its establishment in 2007, Grow Wellington has developed and evolved its areas of
activity while maintaining a consistent focus on the delivery of programmes aimed at driving
export growth.

Grow Wellington currently undertakes a range of activities in the following three areas:

1  short-term business growth activities aimed at growing individual businesses within the
region

1  medium-term sector growth activities with five regional priority sectors targeted for their
potential to contribute to export growth (ie manufacturing, primary industry, food and
beverage, education, and film)

1 long-term work to develop global Centres of Excellence in industries identified as having
world-class talent and the potential for transformational growth (ie clean technology, screen
and digital technologies, biotechnologies and life sciences).

For the 2009/10 year, Gr o w We | ltatahegperditu@ sf $5.465 million was spent on
business growth (42%), followed by sector growth (37%) and Centres of Excellence (18%).19

¥ Grow Wellington, Annual Report 2009/2010 i other expendit ur e in 2009/ 10 was towards broa

Value of our I nternational Gat ewayso.
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Perceptions and Awar eness of Grow Wellington Services

Since the establishment of Grow Wellington in 2007, 35% of respondents to the business
survey consider the quality of services have improved, 5% saw a deterioration, and 50%
responded that they didnét know/ were unsur e.

Figure 6: Since the establishment of Grow Wellington in 2007, what do you think has
changed regarding the level and guality of economic development services in the
region?

Level Quality

uIncreased © Remained the same m Decreased m! y & dzZNB k R 2 ®limproved " Remained the same M Deteriorated B! y & dzNBS Kk R

Base: All respondents (n=326)

Awareness of Grow Wellington was high at 92%, compared to awareness of the Wellington
Regional Strategy at 50%, which to some extent is to be expected given the survey was of
Grow Wellington clients and stakeholders, although of the respondents, 23% had never
accessed or participated in Grow Wellington services/activities.

NS

I
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Figure 7: Awareness of the Wellington Regional Strategy and Grow Wellington

Aware of WRS Aware of Grow Wellington

m Yes

Base: All respondents (n=326); All respondents (n=326)

The survey indicates support from the business community for the services Grow Wellington
currently provides. The hi gshppamstingandgeopingindivedualva s i n ¢
businesseso . I't should also be noted that, i inceter ms
the Strategy was developed in 2007, there is some overlap in the views of businesses and

stakehol ders we identif i ed attractifighaedsetainingmajbrude ar eas
businesseso @ttracting investment§  a sugportéing research and innovationd .

|
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Figure 8: Top services the region's economic development agency should be delivering

Supporting and growing individual business

Attracting and retaining major businesses in the regi

Attracting investment

Supporting research and innovation initiatives and the developmen
intellectual property

{dzZLLR NI AY3 GKS NI

Supporting exporters

Improving education and skill leve

Developing global centres of excellence in the reg

Supporting broadband takep in the region

Other (incl. Genuinely supporting businesses/new business- s!

ups/small businesses, providing affordable, kégked internet) 4

0% 5% 10% 15% 20%

Base: All respondents (n=326)

25% 30% 35% 40% 45% 50%

The main services delivered by Grow Wellington considered by businesses to contribute to the

growthanddev el opment of t h epravidiny useful busisess caneettians/e t
contactsd , husimkessdnformation6 ,  heipidg t@gain access to government resourcing and
funding6 .

Business G rowth services

Grow Wellingtonds Bu sre armed at pré&vidiogvdirebt suppont te thee e s
regi onds Jandsnidairg sostecsntribute to WRS outcomes such as growing and

retaining businesses and supporting export businesses®.

Business Growth support is provided in different ways depending on the life stage of the
business. The range of support includes: general business support (ie business advice and
connections), the Activate programme (16 week programme on business fundamentals), the
Bright Ideas Challenge (activities to move businesses to the next level through business
planning and connection to business support), business incubation (delivered through Creative
HQ), and initiatives to improve access to investment (for example, supporting an Angel investor

2 Grow Wellington Statement of Intent 2010/2011
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network) and innovation system (administering TechNZ grants). In the past business growth
activities have also included work in the areas of skills, labour market and migrant attraction.

Gr o

w  We | slBusingss Grawth team works with businesses on an individual basis to

analyse their needs and connect them with expertise required to help them innovate and grow.

Business growth services are delivered at a local level, with Business Growth managers in
Wellington City, Hutt Valley, Porirua, Kapiti and the Wairarapa. Grow Wellington acts as a

regional partner for both New Zealand Trade & Enterprise (NZTE) and the Foundation for
Research, Science and Technology (FRST) to deliver and administer national business support
programmes. Grow Wellington has also established partnerships with other business services

professionals and organisations across the region.

Gr o

million

w Wellingtonds Busi nes s-tifkremployees. Frama2609/t0don s i st s ¢
2010/11 expenditure on Business Growth services increased by 14% from $1.9 million to $2.2

Detail on the achievements within each of the individual business growth services is presented

below.

Indivi
A s

and the introduction of new Business Growth managers in the regional centres of Wellington

dual business support

ignificant part of Gr ow Weithandcognecting businessi me i
On average around 300 business consultations are undertaken every year. Activity has
increased significantly in the six months to December 2010, as a result of the introduction of the
Bright Ideas Challenge (which acts as a feeder for Grow Wellington business growth services)

City, Hutt Valley, Porirua, Kapiti and the Wairarapa.

Our business survey found good levels of satisfaction with general business support services
and advice. Of the 80 firms who reported accessing general business advice services, 24

(30%)

were very satisfied and 29 (36%) were satisfied.

Some quotes from business survey respondents illustrate why some firms strongly valued these
services:

| was extremely impressed with how hard they worked for us i to tell us what was available
to us and to assist with getting funding for a project.

At our stage of development we do need additional funding support and advice from capable
staff (Grow Wgtn has that!) as we have committed a huge amount of time, money and
resources to our business, its vision and value/product proposition for the past 2 years.
Grow Wellington gi ves us that i mme d ieythirg,
possibly even more than any funding support, as we have the solution and now the ability to
open some important doors.

MARTIN'
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Others who were less positive indicated that:

Grow Wellington has an important networking and connecting function but we still have to
translate the connections into action

We have not had follow-through yet on some of the services promised

They did provide some contacts but our business doesn't really fit in to any of their existing
programmes

Business Training (Activate)

Activate is an initiative developed and implemented in 2007. It is an intensive 16 week course
on business fundamentals for early stage businesses. It was developed because Grow
Wellington identified a lack of comprehensive support at the very early stage of a business idea
as a major hurdle facing Wellingtonds entrepreneurs.

Initially run by Creative HQ,t he r egi ono6s b utssinoweun by Grow &allimgton.oltr
acts as a feeder for Creative HQ incubator companies.

Since 2007, 112 businesses have completed the Activate programme (7 in 2007/08, 42 in
2008/09 and 63 in 2009/10). Of the 20 survey respondents who had accessed these services,
3 (15%) were very satisfied and 12 (60%) were satisfied.

Bright Ideas Challenge

Launched in April 2010, the Bright Ideas Challenge provides support and advice to start-up

businesses on how to take their ideas to the next stage of development, and also to connect

businesses with the innovation and research activity in the region, where this is relevant. It

replaceda previ ous programme, known as OAcceleratebd

The first Challenge received 1,233 entries, which have been developed into 151 business plans
through the support of 50 business experts. The programme has leveraged financial and in kind
support from the innovation community, estimated by Grow Wellington to be worth $500,000.
Grow Wellington is now focused on supporting these business plans, has started the
programme for 2011, and intends to continue the Bright Ideas Challenge as an annual event.

The Bright Ideas Challenge has exceeded the targets set by Grow Wellington, with a higher
than expected response from the public (more than four times the estimated number of entries
were received). The Bright Ideas Challenge has attracted attention from other economic
development agencies interested in replicating the concept. It would appear to have been
successful in raising the profile of entrepreneurship in the region, and has attracted strong
support from the business community.
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It is not yet possible to assess to what extent the Bright Ideas Challenge, and follow up
business support, will lead to successful emerging businesses.

Of the 55 business survey respondents who had participated in the Challenge, 13 (24%) were
very satisfied and 22 (40%) were satisfied.

One respondent had this to say about the Bright Ideas Challenge:

The Bright Ideas Challenge accelerated our progress through the initial start-up phase by a)
connecting us with relevant experience and advice, and b) reducing the cost barrier (by
arranging grants) of access to necessary early stage professional support (IP lawyers, early
stage business investment advice). On their own, each of these things would have helped
somewhat; together they accelerated our business by an estimated 6+ months.

Business Investment and Innovation Services

Grow Wellington supports and connects investment and innovation at an early stage through
three initiatives: Angel HQ, Escalator, and TechNZ.

Angel HQ: Grow Wellington established Angel HQ in November 2007 as an angel investment

network. Overseen by the Angel HQ Board, it aims to help bridge the gap betweenaf i r md s

ability to fund early growth from its own resources, and the point where the company qualifies

for institutional finance from traditional sources. Gr ow Wel | i ngt onds rol e has
the Angel HQ network and support it over the medium term, with the aim of it becoming a self-

sustaining investor club in the long term?’. Since its inception Angel HQ has grown to 30

members, 53 deals have been presented and 10 closed. On 30 November 2010, Angel HQ

became independent of Grow Wellingtonas part of its planned evol uti
innovation community. While Angel HQ has had some success, Grow Wellington acknowledge
theyaredstill trying to wor k owhithishumswprising asnearlg-stage t s ust

capital raising is very challenging in the current economic environment.

Escalator: In 2010 Grow Wellington was engaged as a regional delivery partner for New

Zeal and Trade and Ent er p-readgserdice fossmallcoimediums t i nvestr
enterprises. Grow Wellington hosts Escalator training workshops and refers eligible businesses
to Escalatorés individual assesSimeret Garmdv tWerl d d thegc

involvement, attendance at Escalator workshops from people in the Wellington region has
increased®”. One survey respondent had this to say about the potential of Escalator support:

Advice and support from Escalator services has the potential to help film producers to
potentially source private investment which would significantly assist in growing the sector

2 Grow Wellington, Annual Report 2007/2008
2 Grow Wellington Projects Update. Report to Wellington Regional Strategy Committee. November 2010
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TechNZ: Grow Wellington is the Wellington regional partner for the Ministry of Science and

| nnov &%(MS) AecisNZ programme, which is focused on growing world class New Zealand
companies through innovative technology. In 2009/10, Grow Wellington, in their role as
regional partner, facilitated the granting of just over $1m of TechNZ funding for the Wellington
region®*,

Of the 61 business survey respondents who had accessed investment and innovation related
support, 16% (26%) were very satisfied and 22 (36%) were satisfied. While positive, this is the
lowest level of support across all the business growth services, perhaps reflecting difficulties in
raising capital.

Business Incubation

Creative HQ is the r egi edatfasilitaingand drigisgshei ncubator, ai
development of high growth potential businesses. Creative HQ ventures are supported with
market analysis through to capital raising and internationalisation.

Established in October 2002 by Positively Wellington Business, Creative HQ Limited is, as of 1
July 2010, a 100% owned subsidiary of Grow Wellington. As well as Grow Wellington funding,
Creative HQ receives nominal funding and in-kind contributions from five strategic partners.25
Creative HQ use a responsible engagement model that equates to Creative HQ taking a 5%
equity stake in ventures.

As at December 2010 Creative HQ had 22 active ventures, two less than target. Between 2007
and 2010, 21 ventures exited Creative HQ, 14 (67%) have been successful® and 7 (33%)
unsuccessful.

Of 31 business survey respondents, 11 (35%) were very satisfied and 12 (39%) were satisfied
with the business incubation support they had received through Creative HQ. Along with
Activate, this is the highest level of satisfaction across all the business growth services.

Two business survey respondents had this to say about Creative HQ:

Creative HQ has been vital to our growth and a very valuable service.

2 Formerly run by the Foundation of Research, Science & Technology.

% Grow Wellington, Annual Report 2009/2010

% This includes technology support from Citylink and FX Networks; professional services from Deloitte; legal advice
from Morrison Kent; and technology transfer through Viclink.

The common measure of success for graduate companies is how many are still in business, and for how long.
Incubator Support Programme Evaluation Report, Ministry of Economic Development, May 2008

26
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Creative HQ and the introductions facilitated through the KEA network and Bright Ideas
Challenge have been instrumental at speeding and supporting our growth and establishing
the necessary foundations for our company.

An evaluation carried out on behalf of MED in 2008, found Creative HQ compared well to other
incubators around the country.

Each year Creative HQ collects key information from its 44 alumni businesses (ie businesses
that have exited Creative HQ). Results for 2009/10 were positive with:

1 revenue growth of 44%
I exports as a percentage of total revenue 49%

1  export revenue growth of 71%.

Creative HQ uses NZTESbs ¥ @evelopedior toe sévenmationally f or mu | a
recognised New Zealand incubators) to calculate annual and lifetime economic impact. Results
indicate significant economic impact for the region of:

1 annual economic impact®® $64 million (2009/2010)
1 lifetime economic impact®® $156 million (2007/2008 i 2009/2010).

Overall the Creative HQ story is positive. Creative HQ has helped consolidate the previously

fragmented regional incubator network, alumni businesses are showing strong growth, and their
contribution to the regional economy is increasing over time. There is a sense from Creative HQ

and Grow Wellington that the initiativei s o6r eaching critical mass®6 and
growth.

6We now have a c osnmthe iedgiop and bur wmures are getting local,
regional and i ntGCreativeaHQistakermlder a war ds . 6

Impacts of Business Growth Services

Business survey respondents were asked how Grow \
the growth and development of their business. Figure 9 summarises the results for those

respondents (n=169) that had accessed one or more business growth services. Figure 10

indicates that Grow Wellington services contributed to the growth of businesses through

providing useful business connections (57%) and useful business information (56%).

" Economic impact = (total revenue + salaries + investment) x2 (economic multiplier)

The economic impact figures are based on results in the following areas for alumni only. The 09/10 economic
impact was calculated on the results received for 17 of our alumni businesses. Calculated as (total revenue

+ salaries + investment) x 2 (economic multiplier). This formula is the mechanism used by NZTE to assess the
economic impact of the seven nationally recognised New Zealand incubators.

The lifetime economic impact is based on results collected over the last three years (07/08, 08/09 and 09/10).

28
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Figure 9: Satisfaction of business growth services accessed

Activateg 16 week programme on business fundamentals for ea
stage businesses

Creative HQ incubator for high growth export oriented businesst

General business support services and advice including introducti
to business support services

Bright Ideas Challenggseries of activities to take business ideas
the next level and connect to appropriate business support

Support obtaining investment (eg from TechNZ, Escalator, Ange

Other (incl. Summer of Tech, Education Wgtn, Global Kea, Cleal
Centre, WOAP, Small Business Centre Courses)

T T T T T T

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Very satisfied = Satisfied ™ Neither satisfied nor dissatisfiec ® Dissatisfied ® Very dissatisfied ® Don'tknow / N/a

Source: MartinJenkins
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Figure 10: How have Grow Wellington services contributed to the growth and
development of your business/organisation

Provided useful business connections/contat

Provided useful business informatic

Helped gain access to government resources and fun

Improved access to skills and tale

Improved internal capability and capaci

Helped gain access to/attract new capit

Improved export growth and potentia

Improved access to domestic marke

No contribution

Other (incl. Revenue generation, Connection with foreign scho

0,
Planning, Market contribution) %

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Base: Have accessed/participated in Grow Wellington business growth services/activity areas (n=169)

Overall, the results indicate a strong level of satisfaction with business growth services
provided. 31% of those surveyed found the business growth services accessed of great value,
and 57% of some value to the growth and development of their business.

In conclusion we note that business growth services are valued and receive strong levels of
satisfaction from the businesses surveyed. We recommend a focus on reporting outputs and a
set of intermediate outcomes that allow a picture of performance to emerge that links to the
outcomes of the Strategy.

I
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Sector Growth services
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Grow Wellingtonbs Sector

primary and manufacturing and two within film). From 2009/10 to 2010/11 expenditure on
Sector Support services decreased by 23% from $1.6 million to $1.2 million.

The following section describes these sectors and the work that has occurred within them,

including key achievements and intended future direction.

Education

The education sector accounts for 9% of regional employment. There are 1,153 education
institutions in the region, the majority of which are based in Wellington City (47%). In 2009, the

Wellington regionhad5 . 3% o f

New Zeal andos

internat.i

by 4% between 2007 and 2009, total tuition fees received increased by 3.6%.

Through Education Wellington, Gr ow Wel | i ngt on

supports

Education Wellington provides a range of services and support such as: provision of

promotional and marketing materials; coordination of marketing networks and inbound and

outbound missions; professional development workshops; provision of information and
resources for the sector; liaison with other regional education groups. The target markets for
attracting international students are Vietham and China.

30
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Freeth A. The Wellington Regional Economy. 2010
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In addition to the international student attraction programmes, Grow Wellington has begun
supporting the development of education services with the potential to earn income from
offshore. This programme currently involves developing sister school relationships at primary
school level with New Zealand teachers delivering English conversation lessons to Korean
students. Thirty primary schools across the region are signed on to deliver real time English
conversation lessons into Korean after-school programmes.

The work in this sector appears to be highly valued by those stakeholders involved. Of the 18
business survey respondents who had participated
growth activities, 8 (44%) were very satisfied and 8 (44%) were satisfied. A client and

stakeholder survey undertaken by Grow Wellington in July 2010 that focused on the education

sector received 28 education respondents, and of these 96% reported being satisfied with the

support received from Education Wellington.

Some firms who had engaged in education sector growth activities had this to say:

The collaborative approach of institutions exploring and going to new markets is helping to
grow international students in Wellington

It serves to improve the profile of Wellington as a destination for international students.

Key achievements include:
T Promotional film devel oped to tell the regiono:

1  New Education Wellington website launched as a one-stop-shop for information on
studying in the region

1 Initiative with Korean schools including a pilot programme with 13 schools completed on
15 December 2010.

Food and Beverage

The regionés food and beverage sectobregiormlccounts f
employment. The majority of businesses are located in Wellington city (48%) followed by Lower
Hutt (21%). Around two thirds (65%) of food and beverage firms employ 5 people or less.

Prior to 2007, Go Wairarapa successfully applied for New Zealand Trade and Enterprise Major
Regional Initiative(MRI) funding for a project known as Cuisine and Fine Wine. This MRI aimed
to promote the fine food and wine of the Wairarapa region by improving the international
marketing of the Wairarapa cuisine and wine industries. Funding was subsequently transferred
to Grow Wellington and two key initiatives were progressed: a school of cuisine, and a wine
strategy.
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After prolonged negotiation, Grow Wellington, in collaboration with the Wellington Institute of
Technology and the Universal College of Learning (UCOL), attracted Le Cordon Bleu to
establish a New Zealand Centre for Cuisine and Hospitality Excellence at the Regent Centre in
central Wellington. The school is predicted to attract at least 500 international students annually
and contribute up to $30 million per annum to the regional economy®>. This initiative builds on
Grow Wellingtonds work with the food sector
Tourism to brand t he ioarytcapitahs New Zeal andds

Grow Wellingtonds work in the food and beverage

Advisory Group and a Food Strategy, both of which have been developed in collaboration with
the sector. Membership of the Advisory Group has recently changed to include more food
manufacturing businesses as the Group moves towards a greater focus on growing exports.
Stakeholders recognise that building sector capability and regional growth is a necessary first
step, but that it can also provide a pathway to future exporting opportunities.

A key part of the Strategyi s t o oO0tell the Wellington food
proved a successful joint venture between Grow Wellington and Positively Wellington Tourism
as a means of doing this. An economic report commissioned to measure the impact of
Wellington On a Plate estimated that, during the festival event in August 2010, business in
participating restaurants increased by between 5 and 50 percent.33

One participant had this to say about food and beverage sector growth activities:

Activities such as OWel l ington on a Platebd
desirable levels of performance.

Of the 44 business survey respondents who had

beverage sector growth activities, 19 (43%) were very satisfied and 19 (43%) were satisfied.

Work to support this sector has been a success story for Grow Wellington and the other
partners engaged in the work. The attraction of Le Cordon Bleu is seen as a significant
development for the region with considerable potential economic benefits. Although the change
of location away from the Wairarapa to Wellington city was seen as a disappointment for some,
it is expected there will still be spin-off benefits for the Wairarapa.

32
33

Figures from Le Cordon Bleu based on previous schools
Economic report on Visa Wellington on a Plate event August 2010, as reported by Positively Wellington Tourism,
Nov 2010
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Key achievements include:
1  The brokering of arrangements to bring Le Cordon Bleu to the region
1 Food and Beverage Advisory Group formed consisting of industry partners
1  Food strategy completed and endorsed by the Food Advisory Group
1  Development of food and beverage initiatives
T Wellington on a Plate (delivered)
T Export Beer Cluster

T Food Directory.

Film
From 2007 to 2008 the number of screen industry businesses located in the Wellington region

increased by 9% to 648 and screen production expenditure more than doubled to $285 million
in 2008.**

Film Wellington, a programme of Grow Wellington, promotes and facilitates local and
international screen production in the Wellington region. Activities include: issuing film permits;
managing national and international enquiries; working with local authorities to ensure their
processes are o6film friendl yo; p Thowhlsss strategio f
in nature than other Grow Wellington sector activities, Film Wellington performs a core regional
function.

The business survey undertaken for this report indicated high satisfaction with the service. Of
23 survey respondents in the film sector, 6 (26%) were very satisfied and 11 (48%) were
satisfied with the film sector support services.

Some sector participants had this to say about the film sector support services:

The support for the Wellington film industry is a huge help for growth in the sector. Growth of
the NZ film industry brings significant export dollars into the local economy.

Key achievements:
1 development of global film marketing plan for Wellington region

1  development of online film permit application.

*  Statistics New Zealand, Hot of the Press 2008
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Manufacturing

Manufacturing accounts for 3.5% of the regionbs firms
Between 2007 and 2009 the number of manufacturing sector businesses declined by 4.4% and

the number of employees declined by 13%. The rate of decline was greater in the Wellington

region than for the country more generally. Sixty percent of manufacturing businesses are either

in Wellington City (31%) or Lower Hutt (29%). The majority of businesses (72%) employ five

people or less.

Upon its establishment in 2007, Grow Wellington took over the Greater Wellington Industry
Development Centre from Positively Wellington Business. This was an initiative designed to
advance industrial activity in Wellington through commercialisation and market development
opportunities. Central government funding ceased in March 2008 and, following a review, Grow
Wellington decided it did not fit with current industry needs and closed the Centre.

After engagement with the sector, Grow Wellington identified a need to build collaboration
amongst local manufacturers to help foster innovation and exporting opportunities. A graduate
scheme was considered a starting point to build stronger links and the Optimising
Manufacturing Scheme was developed.

Launched at the end of 2009, the Scheme facilitates graduates into positions in manufacturing
companies to address productivity and efficiency improvements. Three graduates per intake
enter an 18-month contract that entails working for six months in three Wellington
manufacturers, where they will participate in both in-house learning and external professional
development. Although the Scheme is still in the early stages of development, 10 graduates
have been placed (with more expected this year), and a graduate network has begun to form.

Grow Wellingtonds Manufacturing sector manager has al
regionds manuf a ddsinessgrowth dpportudifies, with he aim of linking them
with the support required.

Although the numbers of respondents is lower than for most other sectors, the business survey
results suggest that satisfaction with manufacturing sector support is lower than for other
sectors. Of the 19 firms who rated satisfaction with manufacturing sector growth services,

3 (16%) were very satisfied and 8 (42%) were satisfied.

Key achievements:

1 Initial funding for the Optimising Manufacturing Programme secured through the Ministry of
Social Development and TechNZ

1 10 graduates placed in manufacturing companies through the Optimising Manufacturing
Programme.
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Primary industry

The regionds primary sfirmstaodrl.4% of egonal employment™. 5. 2% o f
Between 2007 and 2009 the number of Primary sector businesses declined by 8.3% and the

number of employees declined by 5.5%. The rate of decline was greater for the region than for

the sector nationally. The maj ority of t he r egsesam bctegimthemary se
Wairarapa and the Kapiti Coast. Although there are 77 large primary sector businesses in New

Zealand (ie 100+ employees), none are located intheregion. 94 % of the regionds b
employ 5 people or less.

Gr ow We | Iwork with thenPdireary sector has revolved around the development of an
irrigation project for the Wairarapa. The aim of the project is to future proof the productive
capacity of the Wairarapa valley land, and the subsequent economic and social return, through
water storage and irrigation opportunitiesse. It is a long-term (20 year) project with distinct
phases and significant funding requirements.

Grow Wellingtonbs role in the irrigation project
the establishment phase. In 2009 the Greater Wellington Regional Council assumed leadership
of the project as there was a desire for the project to be regionally integrated.

Governance for the project has been established with a Regional Leadership Group in place
consisting of representatives of GWRC, the three Wairarapa District Councils, the Wairarapa
Regional Irrigation Trust, the two Wairarapa iwi, and environmental/recreation groups. A study
by economic consultants Nimmo-Bell and BERL for GWRC estimated significant potential
benefits as a result of the construction of storage and irrigation infrastructure®. From a regional
economy-wide perspective, the project has a net benefit of $407 million to the Wairarapa
community, and $330 million to the Wellington region as a whole. This translates to a benefit-
cost ratio of 10.2 for the Wairarapa and 3.7 for the Wellington region38.

The project now requires financing to undertake the next piece of work which could lead to
application for a resource consent. Pre-feasibility investigations on water storage sites and
demand have now also been undertaken.

Overall, while this project is estimated to have significant gross benefits, its long timescale and
significant funding requirements mean there is some uncertainty over its future. Stakeholders
we interviewed generally supported the concept, and were keen to see it happen, but were
realistic in seeing it as a long term prospect.

®  Freeth A. The Wellington Regional Economy. 2010

% Grow Wellington, Annual Report 2009/2010

¥ Grow Wellington Annual Report 2009/2010

% Economic Evaluation of Wairarapa Regional Irrigation Project, for Greater Wellington Regional Council, Jan 2010.
Nimmo-Bell and BERL.
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Now that the first phase of the project has been completed, Gr o w We | [futuregoledsn 6 s
expected to be limited. Grow Wellington is now working with the timber industry to identify
opportunities where similar facilitation services may accelerate sector growth as a result of
increasing volumes of timber reaching maturity in the southern North Island.

Only 3 survey respondents rated their satisfaction with primary industry sector growth activities
so it is not informative to discuss these results in detail.

Key achievements:

1 Heads of Agreement brokered by Grow Wellington between the Irrigation Trust and
Meridian Energy

1 Secured $135,000 over 4 years from the Ministry of Agriculture and Forestry Community
Irrigation Fund

1  Cost/benefit and economic impact report completed.

Impacts of Sector Growth Services

Business survey respondents were asked how Grow Wel .
the growth and development of their sector. Figure 11 summarises the results for those
respondents (n=110) that had accessed or participated in sector growth services.
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Figure 11: How have Grow Wellington sector growth activities contributed to the growth

and development of your sector

Raised sector profile
Improved sector collaboratior
Addressed a key sector issue/opportuni

Improved sector capability and capaci

Improved sector exporting potential/capability (includes increas|
International student numbers for education sector)

Improved sector productivity and/or innovatiol
Improved sector activity/revenue

Improved market acces:

Improved sector investment

Attracted/retained skills and talent within the sectc 5%

Attracted/retained export businesses within the sect 5%
No contribution
Other (incl. Access to new markets, Increased visitation, Still-mew o
benefits yet)
0% 10% 20%

Source: MartinJenkins

30% 40% 50% 60% 70% 80% 90% 100%

Figure 12 indicates the satisfaction with sector growth activities.
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Figure 12: Satisfaction with the sector growth activities participated in

Educatiorg Education Wellington (EWI) international studen
attraction programme and activities, online cultural and Engli
language exchange with Korean schools

Food and beverageVisa Wellington on a Plate, Le Cordon Bleu,
¢ Popup restaurant in Sydney, New Zealand Craft Beer Export Clu;
other food and beverage activity

Film¢ Film Wellington support for the screen industry and filmi
facilitation

Manufacturing- Optimising Manufacturing Programm

Primary- Wairarapa Water Storage and Irrigation Proje

Other (incl. Clean Tech, Business Consulting, Renewable er

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Very satisfied = Satisfied B Neither satisfied nor dissatisfiec ® Dissatisfied ™ Very dissatisfied ® Don't know / N/a

Base: Have accessed/participated in Grow Wellington sector growth services/activity areas (n=110)

Business survey respondents were also asked to what extent they expect sector support
activities to improve the export growth potential of their sectors. The results indicate that the
majority expect exports to increase to some extent (42%) or greatly (21%) but significant
numbers also expect little change in exports (25%) or no change at all (12%).

Summary

Overall, the results suggest that sector growth support activities have delivered some benefits
and offer the potential to contribute more. However, the extent of outcomes achieved is not
uniform across the sectors:

1  The work of the education sector is highly valued by stakeholders, and there appear
persuasive arguments to undertake market
regional rather than sub-regional basis. It is too early to assess the impact and export
revenue potential of selling English language services offshore.

1  The food and beverage sector work has clear governance in place, strong partnerships

with the sector, and some demonstrable achievements around Wellington on a Plate, and

attracting Le Cordon Bleu to establish a Cuisine and Hospitality Centre in Wellington.

1  The work of Film Wellington is a largely operational role in support of facilitating film
production in the Wellington region, but it is nevertheless important for the region.

48 Review of the Wellington Regional Strategy

MARTIN'ENKIN

ng

of

t

he



However, other needs of the film sector, and other parts of the creative industries, are not
addressed by this work, although some activities are currently under consideration as part
of the screen and digital Centre of Excellence.

1 Inthe manufacturing sector, the main activity has been the establishment of a graduate
scheme, Optimising Manufacturing. We understand it has been a challenge to engage with
the sector, which is understandable given the broad nature of activities considered as
manufacturing, and where incentives may not be apparent for collaboration at the regional
level. The scheme is at too early a stage to assess its full value. Overall, satisfaction of
firms with manufacturing sector growth services is lower than for other sectors.

1  The extent to which outcomes have been achieved in the primary sector to date is unclear,
other than preparatory economic assessment work in relation to a Wairarapa irrigation
project. Work with the timber industry is at an early stage.

Figure 13: Sectors that best reflect regional strengths with potential for growth

Information media and telecommunications (this includes film af

screen and digital technologies) 211,65%
Science and researc 147, 45%
1 \ \ \
Food, beverage and accommodatio 123, 38%

1 \ \ !
Education 98, 30%
1.
Health and biotechnology 74, 23%
1 \ \
Manufacturing 70, 22%
Professional i fi ting, i ) |
rofessional services (eg ;Z?J;gg,s)accoun ing, insurance, propg 62, ‘19%

Primary industry | 39, 12%

Retail and wholesale trade | 31, 10%

Other (incl. Clean Tech, Engineering, Technolc | 27, 8%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source: MartinJenkins. Base: all respondents (n=326)

A key question for the future relates to which sectors to continue to support and which to pull
back from. The business survey provides some indication of the sectors that respondents
considered best reflect regional strengths with potential for growth (see Figure 13). Caution
should be used in interpreting these findings as the sampling frame for this survey is unlikely to
be representative of the business population in the Wellington region.

MARTIN/ so



We recommend that any refresh of the Strategy considers whether the current priority sectors
remain the relevant focus for the region, keeping in mind a long term focus that builds on
capability and activities that are already proving effective.

Centres of Excellence

Grow Wellingtonbds (EoR)tprogranmeis intdhced &sla loregtiece(20 year)
intervention to establish sustainable world class industries in the region. The programme seeks
to bring together technology, education, research, commercialisation and business through a
range of initiatives in the areas of: biotechnology and life sciences, clean technologies, and
screen and digital technologies.

The Centres of Excellence concept is to improve opportunities for innovation and

commercialisation in a sector by bringing together key players in the innovation system. Grow

Wel l ingtonds consi der &bnethais buflt upn veondeclass imstitiitians, Co E
companies and people in a specialised field that demonstrates a global, sustainable,

competitive advantage.

Gr ow We |l ICentrgstofdExcéllencet eam consists of two FTE®s, howevel
to increase to three in 2011. Gr ow We | lexpanditure ondhg centre of excellence
programme was $968,000 in 2009/2010 and is forecast to be $960,000 in 2010/2011.%°

Appendix 1 provides description and analysis of the Centres of Excellence programme.

Summarising the key points here, the centres could be said to have met the short term objective

of6i ndustries for deivreiltqilpaitestidoteadygo assess pregresk

towards the long-term objectveof 6by 2030 to create an additional $1 b
region from the Centr es®of Excellence programmed

We have considered progress of each CoE against a set of success factors, including the need
for clear governance, a champion and owner for the initiative, clarity around Grow Wellingtond s
role as a facilitator, business and stakeholder buy-in, strong national and international links to
address scale limitations of the region, and realistic funding expectations. Against these
criteria, progress has been partial and mixed.

Of the three centres, the CleanTech centre is the most advanced and so far shows the most
promise. The centre aligns well with current national agendas, has a governance structure in
place, and has the support of research organisations, local businesses and stakeholders
including Kapiti Coast District Council, though the real potential may lie in research and
commercialisation activities that extend beyond the physical site for small businesses.

¥ Grow Wellington Annual Report 2009/10, and Statement of Intent 2010/2011
4 Grow Wellington Statement of Intent 2010/2011
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The most substantive aspects of the Health Education, Research and Commercialisation Centre
(HERCC) have not been realised due to a lack of external funding. The Capital and Coast
District Health Board (CCDHB) is a foundation partner for the initiative, though during this period
has faced a number of competing priorities. Grow Wellington is currently considering leasing
floor space at Wellington Hospital to allow interested companies to begin co-location on a small
scale, an approach that may need to be considered in the light of our recommendations below.

The development of a screen and digital centre of excellence has had two distinct phases. The
initial phase centred around the development of a large-scale physical Digital Innovation Hub
(DIH), but this was not completed as it was identified that a physical centre was not the priority
need for the sector. In 2010, Grow Wellington undertook a strategic review of their activities in
this area, and has since worked with the sector to agree programmes in the following key areas:

1 international connectivity, including optimising support for the AnimFX conference to
leverage international opportunities

1  support for an orchestral scoring stage

1  co-working space aiming to provide a supportive environment for screen and digital start-
ups

1 digital education working with the School of Computer Graphics within Victoria University.

There is also some work on film funding under development.

Figure 14 presents business survey respondents satisfaction with Centres of Excellence
development activities. The small number of respondents makes it difficult to interpret the
findings. On the face of it, however, the overall level of satisfaction (ie respondents who are
either very satisfied or satisfied) appears lower than for business growth services and sector

growth services. Relatively highpr oporti ons of people are 6éneither

reflecting the long-term expectations of stakeholders.
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Figure 14: Satisfaction with the Centres of Excellence development activities participated
in

Clean technologiesregional Centre of Excellence projects and/o
initiatives in clean technologies eg CleanTech Centre, marine en 11
geospatial, and clean transport

Screen and digitaj regional Centre of Excellence projects and/
initiatives in screen and digital technology

Biotechnologies and life sciencedevelopment of a regional Centre
of Excellence also known as the Health, Education, Research 3
Commercialisation Centre (HERCC)

=]
a1

Other (incl.: Renewable energy, Intellectual Property, Manufacturi

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Very satisfied ® Satisfied M Neither satisfied nor dissatisfiec M Dissatisfied M Very dissatisfied B Don't know / N/a

Source: MartinJenkins. Base: Accessed/participated in Grow Wellington centre of excellence activities (n=53)

Business survey respondents were asked (see Figure 15) about how the development of
Centres of Excellence has contributed to the growth and development of their industry. The
most common responses were: improved industry collaboration or raised industry profile.
However, almost one third of respondents indicatedtherehad been fAno contr
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Figure 15: In what ways has the development of a centre of excellence contributed to the
growth and development of your industry?

Improved industry collaboratior
Raised industry profile
Improved national and global linkage

LYLNROSR tAy1F3IS 6AGK NBIA

Improved industry Intellectual Property and commercialisati
opportunities

Improved industry productivity and/or innovatiol
Improved industry investmen
Improved industry exporting potential/capabilit
Attracted/retained worldclass skills and talent within the industt
Attracted/retained worldclass businesses within the indust

No contribution

Other (incl. Renewable energy, Networkin

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Base: Have accessed/participated in Grow Wellington centre of excellence activities (n=53)

Grow Wellington acknowledges that lessons have been learned through the process of

supporting CoEs, including the need to take an evolutionaryr at her t hanapproaéhpbi g ban
with small steps to maintain momentum. More consistent processes around governance,

business plan review and partner engagement would have provided earlier opportunities to

assess whether the programme, including the funding expectations, were on track or needed

revision.

The development process to arrive at the centres appeared to be thorough and involved
consensus building within the region. The concept of intensive sector support for areas of
regional strength has validity and some (though not unanimous) regional support. However,
there remains an open question as to how much the focus should be on one or more physical
locations instead of building a broader-base of regionally clustered activity. In other regions,
there are some initiatives that have a focus on one or more locations, often building from
existing regional strengths, but there are also initiatives that have a strong emphasis on linking
to broader regional and national networks.

I
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We recommend that, if the region continues to support the programme, updated business
plans be required for each centre, allowing a re-appraisal of funding expectations to support
each project, and a re-evaluation of the roles of project champions, and assessing if council and
other key partners can be more engaged where appropriate.

Other service s and activities

Grow Wellington has undertaken a number of other activities that do not fit under the headings
of business growth, sector growth and Centres of Excellence.

Skills attraction and retention

Grow Wellington has developed and contributed to a number of initiatives designed to attract,
develop and retain skills in the region.

Between 2007 and 2009, Grow Wellington undertook a range of activities aimed at attracting
skilled migrants to the region such as:

1 attending job expos in the United Kingdom

I  promoting the region at an expo in Auckland

1  contributing to the Wellington Regional Settlement Strategy

i  assisting migrants to move to the region and find work

1 the development of a skilled migrant database (now discontinued due to lack of demand).

More recently Grow Wellingtonbs focus has shifted tow

internships. Summer of Tech (previously Summer of Code) has been running since 2006. It
places students (expanding to cover computer code, engineering, business analysis and
design) with local companies for a 12 week internship. To date 120 students have been
interned and the programme has helped to create 90 jobs. The 2010 process matched 61
students to projects across the region.

Grow Wellington has contributed to the Wellington Regional Labour Market Strategy as
appropriate.

Infrastructure

Grow Wellington has also sought to contribute to the following Strategy outcomes related to
economic development infrastructure:

1 improvement in use and supply of broadband

9 raising the value of our international gateways.
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On the latter issue, Grow Wellington has been involved in work led by Positively Wellington
Tourism on long haul flights.

The Strategy included an outcome of adding value to a carbon neutral region, which Grow
Wellington considers as being subsumed into the CleanTech Centre of Excellence.

This section considers the key areas and actions in the Growing our Economy Focus Area
where progress has been made, with a brief progress update set out in Table 1 on page 61.
Referring to the four areas of activity set out in Table 1, it is apparent that most activity has been

focused on O6developing businesses, protstoct s and ¢
international mar ket so.
I'n relation to 6selling and marketing overseas?©b,

considered as working well, activities in this area do not amount to a regional approach to
marketing the region to businesses and potential investors, as the Strategy had envisaged.
There is no discernible framework in this area to be able to match activities undertaken with
outcomes.

Similarly, there has been |l ess attentiohe paid to
development of the Labour Market Strategy reported below, and education sector growth
services.

Role of councils and other stakeholders

The Strategy envisaged a broad range of activities in the focus area carried forward by a wide
range of regional stakeholders. Other than activities within the clear remit of Grow Wellington
covered above, most attention has been paid at the regional level to broadband, a Long Haul
(Flight) Strategy and, at least in the early phases, labour market development. These three
actions are covered below, including a separate case study on broadband.

While Grow Wellington is the delivery agency for business support services, some actions have
been addressed through local government, central government and other agencies, in particular
Positively Wellington Tourism. Individual councils continue to play a role in local economic
development, including business development and business support services in some cases.
This includes tourism promotion and a number of councils support business infrastructure
developments, business attraction, international activities, and events promotion.
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Wellington City Council undertakes the broadest range of economic development functions
including business development services, business infrastructure support, and international
connections and tourism promotion through their council-controlled organisation Positively

Wellington Tourism.*

A stocktake of the economic development activities of Councils is included in Appendix 4. We
note that this stocktake focuses on activities that relate to regional priorities and activities as set
out in the Strategy. It does not purport to be a comprehensive list of all economic development
activity that continues at a local level and falls outside the WRS Committee processes.

Bringing Long Haul Flights to Wellington

The Strategy identified the need to bring direct, long haul flights to Wellington, identifying this as

a core component of successful regions. To address what was describedint he Str ategy as
handbrake on t he ,theagnwastahiave direcd long Inayl 8ights to and from

Asia by 2010, two years after new aircraft become available.

In response, a Long Haul Strategy (LHS) has been developed by Wellington International
Airport Ltd (WIAL) and Positively Wellington Tourism (PWT), supported by regional partners
including Wellington City Council (including through their support for PWT), Wellington Regional
Council and direct contributions from some other councils, Wellington E mp | o yYCkhambeb of
Commerce, and Grow Wellington.

Under the auspices of the Strategy, studies have been commissioned that indicate there is
enough existing demand to/from Wellington to support a direct service to Asia and onward to
Europe. A 2008 study by BERL estimated a GDP contribution of $23.4 million per annum and
additional employment of 372 FTEs from a single air service increasing in frequency to operate
daily within two or three years.*?

Although some existing aircraft have a potential range to Singapore, opportunities were
considered limited and it was envisaged at the time the Strategy was written that new aircraft
(B787s and A350s) would provide the best opportunity to link Wellington more directly to the
rest of the world. These new aircraft were expected to be in operation in 2008, however there
has been a considerable delay to the entry into service of the B787s which has impacted the
ability to achieve the original aim of the Strategy, namely direct flights to and from Asia by 2010.

“* Information provided by Wellington City Council as part of this review

2 Business and Economic Research Itd i Economic impact of a Wellington Long Haul Air Link
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Nevertheless, the LHS is still being actively pursued, and stakeholders who commented on the
issue consider it remains relevant. Current activities include market development involving
offshore activity and in particular raising the profile of Wellington in Asia, and a dedicated trade
familiarisation programme to bring key contacts to Wellington to experience the regional offering
themselves. The project has been supported by Wellington City Council through an annual
contribution of $200,000 for each year since 2006/07, supplemented by investments from other
councils in the Wellington region (ceasing in 2007/8), and project investment from Wellington
International Airport.

The lead organisations for the project recognise that taking a co-ordinated Wellington approach
across business sectors including tourism, education, film, and property strengthens the
regi ased s

In summary, while outcomes have not yet been achieved as envisaged in the Strategy, the
strategic rationale for a regional approach to secure regional benefits still applies. The
Wellington Regional Strategy and its governance arrangements provide an avenue for
advancement of this strategic regional issue.

Broadband

The Strategy considered a high performing broadband network as a priority for positioning the

region to compete in the global economy. We undertook a case study ofther egi onés appr o:
to broadband (see Appendix 1) to assess how this priority initiative was taken forward, testing

Leadership and Partnership, and providing an assessment of lessons learned.

The long term target still remains valid, and the region is still positioning itself to achieve the
Strategy target that dy 2017 all of the Wellington region will have affordable access to an
interactive, open access broadband networkd Critical decisions are expected this year from
central government that will have a significant impact on achieving this target.

In the last three years, government policy has changed considerably with regard to broadband.
The region has had to reconsider its role from one of funder and governance partner to more of
a facilitation role (ie with the aim of making it easier and more cost-effective for private sector
investors to build a fibre access network in the region).

The profile and understanding of broadband has risen at the political level. Processes have
been improved and streamlined by the region providing joint submissions to central government
and national stakeholder groups on technical issues, rather than multiple individual
submissions. Technical deployment issues have been worked through at a regional level, such
as approaches to road openings, aerial deployment, and rules around new trenching
technologies. This has also helped improve the capability and understanding of the issues
across councils. The region also hosted a successful trial of shallow trenching technologies in
the Kelson suburb, the only trial undertaken by the operator Chorus in the country. Government
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and broadband operators have acknowledged that the approach taken by the region can assist
in easing the compliance and regulatory costs of region-wide deployment.

We conclude thatt her e remains a regional focus to the governn
work of the Strategy partners is expected to provide benefit through positioning the region well

for early broadband deployment, and improved working arrangements with telecommunications

companies more broadly.

Whet her the region wil!/ actually benefit from early d
broadband programme, the UltraFast Broadband Initiative, is yet to be determined, and much of
the decision may rest on cost factorsouts i de of t he control of the regionds

Looking forward, broadband remains an issue identified by regional stakeholders as a priority,
and one that benefits from regional co-ordination. Beyond the larger councils and the WRS
Office (Wellington City has contributed much of the resource over the three years, and Hutt City
has played a leadership role for key elements recently), resourcing broadband in addition to
core functions has been a challenge for some councils.

Consideration will need to be given as to whether the council role remains restricted to
infrastructure, or whether it should broaden to include ICT take-up, adoption and demand
initiatives. A wider remit may require a different set of expertise and personnel. The process of
re-confirming the remit forthe o f f i Braadband Operational Group (BOG) should also
highlight resource constraints and be explicit about the contribution councils are in a position to
make.

We recommend that the region continue to approach broadband facilitation on a regional basis,
though the remit and scope of council activity may ne
broadband initiatives enter an operational phase later this year.

The Wellington Regiona | Labour Market Strategy

The Wellington Regional Labour Market Strategy (WRLMS) is an example of a broader
economic development initiative taken forward by regional partners, the Ministry of Social
Development and the Department of Labour.

In July 2006, the Wellington Regional Strategy Forum (predecessor to the WRS Committee)
endorsed the development of the Wellington Regional Labour Market Strategy (WRLMS) to be
jointly funded by the Department of Labour (DolL), the Ministry of Social Development (MSD)
and the Wellington Regional Strategy.
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The WRLMS is a complementary strategy to the Wellington Regional Strategy, which

recognises the critical link between the labour market and economic prosperity. It contributes to

the Strategyod6s Oketybbasiness igmnowahtioplar: educa
market participation, increasing labour market productivity, and growing the regional skills base.

MSD and DoL sponsor and facilitate the WRLMS, while the WRS Committee receives

information on the Strategyd s i mp | e me nt a $upport leadenstip amd adwaacy
where appropriate.”® The Wellington Regional Labour Market Governance Group includes
representatives from MSD (Chair), Wel Tec, Empl oye

Services, Grow Wellington, Trade Start, Pacific Business Trust, Hutt City Council and the WRS
Office.

WRS participation is primarily one of support and advocacy through the WRS Committee. In

practice,t he Commi tteeds role has been | imitedand o r ec ¢
the Committee Chairds endorsement of a regional ¢
Education Strategy. Most recently, the Wellington Regional Labour Market Governance Group

has discussed the adoption of GPI measures to better align the WRLMS with the WRS.

Overall, while this work appears to have had traction at the outset, the change in Government
and changes in key WRLMS personnel have contributed to the project losing momentum over
time.

We recommend the Committee reviews the role of the WRLMSi n achi eving the Str
aims before committing additional resources.

Summary of Growing our E conomy achievements

Table 1 summarises progress against the Strategyd action areas. Those marked with an
asterisk were identified as priority actions in the Strategy. Some of the activities below have
been either addressed in other ways or not been progressed under the auspices of the
Strategy. Progress reporting to the WRS Committee has tended to focus on those areas that
are active, rather than those mentioned in the Strategy but where no specific regional activity
has occurred.

In sum, the overall level of achievement falls short of the aims and expectations of the Strategy.

This is due in part to unrealistic expectations set by the Strategy, but it also relates to

governance and co-ordination issues. Without programme management across the whole

Strategy, the elaboration of how to give effect to, and prioritise, high level initiatives in the

Strategy has not happened. This can be seen to
value individualstotheregon 6, and 6étel ling the regionbs story

43 Greater Wellington Regional Council, Update on the Wellington Regional Labour Market Strategy, February 2010
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