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1 Introduction

Australia has experienced a coonomic growth since the 1991 recession and con
vergence in labour markel outcomes across space might reasonably have been
expected given this 17 year span. The onhodox view of regional development
suggests that “provided there are o major bartiers o the operation of market
forces, in an integrated national spuce economy there wre strong pressuces leading
e the general convergence of regionul incomes over time™ (Martin and Sunley
19kE; 200 )

However, significant disparities in employment growil sates across Auwsiralia’s
metropoliten and regional areas have underpinned the persistence of unemployment
rate differentials across the swme spatial unils and sceompanying social disadvan-
tuge (Michell and Cuarlson 2005}, Figure 4 shows the reglons (SLAs) where
employment grew (white) and where employment fell (black) for the period
V6= 2006, This wias a period when Australia enjoyed relatively strong overall
employment growth as nole previously and official wnemployment fell o 4% {in
February 2008 — the lowest level since December 1974). 1 is chear that the coastal
wreas {particularly along the populuted east cosst) and areas where mining indus
tries are concentrated enjoyed the benetits of this employment growth. The rural

decline outside of the mining arcas is also very apparent. COwverall, employment
growih has not been suflicient overall o meet the preferences of the willing Labour
Iy concentrated (Mitchell and Muysken 20085, 11 is had
1o argue that an equilibrium convergence has resulied from the growth process
(Fig. 1)

This paper examines the relative importance of

supply and has been spi
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mal employment outcomes which is an
on-going debate among regional scientists and policy-makers (Rissman 195949

cconomic factors in delermining reg

Keynestans typically argue that regional employment varialions are caused by the
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natonal business cycle inpacting on growih rales across industrics and reflect

egate lactors, such as fiscal and monetary policy seilings, business

uned comswmer conbdence and productivity rends. Thas, the cyclical sensitivity ol

regional outcomes reflects the impact of common aggregate shocks on a specilic
s domminated by goods-production alle

cmployment share in recessions relulive 0 service-providing regions. The solution

regional industry mix. Reg «dly lose

i for aggregute policy (o maintain strong growth with industry policy attenuating
structural shills

L ihis comtest, Australia’s teoms of iade up during the period studied were al
therr lighest level in 30 years particalarly benelitting regions involved in primary
LI"]:I'lllllull.Illl'L'\|_|II||I|||!.'.I.

A rival regional development paradigm, lermed “new regionalism”, has become
popular mmong regional development agencies since it emerged i the mid- 19805, I

wis inspired by case studies documenting economic successes in reglons such s
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Silicon Valley and Baden Wintemberg (see, e.g., Sabel 1989, Saxeniun 1994).
Seotl amd Storper (1989) posited thal re

gions had displaced nation stales as sites of
suceessiul economic organisation and the emphiasis should be on localised institu

ticns amdd collaborations. Accordingly, e stalus of macroeconomic policy s
considered peripheral (o a particular region’s growih potential (Casiells and Hall
1994 Cooke and Morgan 19%98). Despite the
isi, the claim that the region of]

owing populanity of new regional

s o convineiog thearetical explanation of recent
menl 15 under-researched and hos weak empirical
underpinnings, There is litke known aboul how the pational econumny and s

and fuiere economic develo

regions inleract. Furher, no empirical evidence exists o verify assumplions
of, frst, the emergence of capilalizm centred on spatialised, avonomous econo
mies, and, second, o hollowed oul, macro-weakened naton stale (Lovering 199t
Murkusen 1%,

Related o the new regionalist approach is endogenous (or new) growth (BGT)
theory which was inttially developed w challenge neo-classical growih theory and
las beeen, more recently, extended o explain regional development (see Arrow

1nd; Roamer 1980; Aghion and Howin 199750 The main attracton of B

il s that n

recogniaes that wechnology s non static. It thas reguires us o not o

eaplain the
growih prosess bot also the reasons why technology (amd the pedential growth cale)
vanes uver time. ALl the many vavias of BGT stress the importance of knowledge
e the growth process, Given that “ideas™ are not Bmited and can be shared and
recycled, BOFT rejects the tuditional concept o dimimzhimg margioad retuems that
ge of other productive mpats. I

cevnomisis have considered D the productive u

knowledge, which is assumed 10 be subject 1o increasing returmns, s generated and

diffused locally regional development will occur. Stough and Nijkamp (2007; 749

argue that “the formulation of endogenows growth theory .. brought back recogm
tiow that loecul resources and their deployment in o market lied stadegy moke o
significant contribution 1o growth. Local elfort aml resources are conditioned by a

reghon's history, resources, market W, instiitions, leadership and onentation o

entreprensurship”

e i Ausin

nomic and regional growth factors as doivers of observed employment growth

Fhere is very linde re a thal attempis o disentangle macroeco
thsparities across regions, This paper uses dynamic shifl-share analysis {Arcelus
19E4; Bartt and BEnight 1988 ) w0 decompose annual reglonal employment growth
arowLh ) elfiect, NS being “thal pan of the
change 1o total employment in a region ascribed w the mic of growith of employ

il three components (ah o national share

meent in the nation as a whole” (Barff and Enighs 1988: 2. This component atiempls
o seprarite the regiooal grosah that s aribatable o naionwide economic progress
e pendent of industry composition and specilic-local lactors, (b an industry mix
(proporional ) etfect, 1M being “the change the region would have experienced had
cach of s industries grown at their national rates less the national growih effect”
(Barff and Knight 1988: 23 S0 this effects arises beciuse regions have ditferent
industey compositions and these indusiries grow (Contract) at different rtes over
Llime; and o (c) re

canial share (dilferential or competitive ellect), &Y being “ithe

=

difterence betwesn the actusl change i employiment and the employment change 1o
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be expected i each industrial sector grew atl the natonal rste” (Burfl and Koight
1988: 20, 5o this component [ocuses on local or regionally specilic inllusnces.

A
regioniul impact of the increasing significance of par-time work in overall employ-
menl creation in Australia by decomposiog employiment dynamics into pan-time and
full-time components which helps us explore the spatial dispanties more closely.

While we recognise the limitations of shift—share analysis raised long ago by

b ingeovadion, we modily the traditional shifi-share framework o examine the

Hoasston (19675, we conaider thist it provides a vseful o
e sephisticated hypothiesis development and econometrc modelling

I relation o BGT, we might expect the regional shill component o be positive
aned dominant in regions where cconomic growth is strong. Stimson et ol. (2003)
clearly recognise that the shifi-share componenis arg construcled as accouniing
whentities which exhuust wotal employment geowih. Houston (1967 578) says tha
Sk be wselul in explaining regional growih, there should be some thearedival basis
Fowr Wdemifying the three sepacate components™. In this comext, Stimson et al, (2005}
wsed the regional (compelinive b share componenl from o shifl-share analysis as the
proxy lor endogenous elements. The presumption is that thers is a stirong mapping

anising framework lor

between the regional (competitive) component and ihe elemenis thal are concep-
tually ientihed as being central drivers in endogenous growih theory?

. Rather we seek 1o determine
whether there s a primw facie case far pursuing EGT lunher by computing (in an
accouning sense ) the relative impartance of e “unesploned” reglonal companent
e e difticully i disentanghng the shifl components (odustey
woed pegronal). Houston (1967 579 sund that “supply changes, demand shalis,
technelogicul changes, locational shifis, any or all of these, may be behind eithes
component”. However, strong regional shifts provide indicagon that *local™ factors

We do pot challenge that presumption in this pape

We achnowled

are worth exploring further

However, we emphasize that a major lumitation of the shift-share framework is
it 15 unable 1o explam why the changes that are computed oceur, Their correct
interpretsbivn reguires a clear theoretical framework, While this paper is focused on
measurement issues and is theretore largely desenptive the work by Holden ex al,
(1989 s a0 wseful guide o the theoretical underpinning of the work which we
develop in subsequent papers

il

Phis issue s particularly relevant o the “two speed” economy of Australia
where a major dviving Facior in the business cycle is the commusdiny price move
ments on nlermational auckels (Mitchell and Bill 20063 I doesn't make much
sense o suggest that the mining regions of Westermn Australia or Queensland have
enjayed strong economic growth as o result of large competitive shills.

I puper is organised as follows. Section 2 details the impact of lerms of rades
trends on the Australian cconomic in recent years. Section 3 oullines the data used
amd the definitions of e growth rates. Section 4 provides an overview of the
arale patlerns of regional employment growth in Australia o vecent yeaurs,
while Sect. 5 decomposes these patterns by industry. Section 6 conducts the
dymamic shill-share analysis which 15 then decomposed into Tull-time and part-
lie cormpenents o Sect. !, Concluding vemarks follow.
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2 Terms of Trade Trends
To understand the pattem of regional employment growth in Australia one has 1o
appreciate thal economie actvily bas been donunated in recent years by primary
commodity prices and the impact these hove had on exchange raes and expon
Incomes, Australia’s terms of wade, which during the pericd studied were al their
highest level in 30 years, clearly delivered uneven benefits 1o Australian regions —
leading 1o conumentators calling Australio the “iwo-speed” economy {Mitchell and
Bill 20616)

Figure 2 shows that while rural commodities have faced fairly flat world prices,
noen-rural commodity prices, especially Base Metals have escalated substantially,

The wecompanying industrial {and regional} shifts in demand for labour, and the
impuct of the boom on the price of inlermedigte goods, has exacerbuted trends in
other sectors of the economy. The booming terms of trade has led 1o significant
exchinge rite appreciation with a clussic Duich Disease siation emerging (sec
Cuorden 1984 for more explanation of this concept) Employment in mining has
grovwn by a staggening 63% since 2002 (up 1o mid-2008), The strongest growith
(HH2-2008) has been in Queensland (97%) and Western Australia (59%),
Conversely, Manuluciuring is genecally declining with regionally concenira
Cosls (eg., in MSW, Victona and South Ausiralia). The manufaciuring heanlinds
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Fig. 2 Commaodity prices in Ausiralia, A, 20002002 = [00, 2000- 208
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vl MEW, Victora and South Australia have expericnced  pegalive growth in
manufacturing employment between 2002 and 2008, However, in the mining
concentrdled reglons, manutaciuring 15 resisting the absolule decling in employ-
tnend, but sl losing employment share (see Seci. 5).

3 Data Issues

Fhe typical woit of analysis for Australian regional stodies, particulaely in cross-
namnonal studies, bas been the State/Territony (see Dhixoen and Shepherd 20010 ;
elitchiell und Curlson 2005), While more detailed regionul lubour force data is
avatluble for &4 Major Stanstical Regions collected through the Australian Labhour
Force Survey, the indusiry data 1= unrelishle due w high sampling eors, To focus
attention on industry employment movements the lowes) relioble disnggregation
avatlable i= af capital city (metcopolitanyrest ol state level. Accordingly, we define
the regicns by cupital city tmetropoliten) (denoted _C)and vest of Stane {denoted _R)
with the ACT und WT treated as complete regions. The quarterly data are available
Cromm 1978 Tor standard lahour force cate gories aml from 1983 for detsiled employ-
imeil duta for the 17 ANZSIC indusiies (see Appendix [ur description of ANZSIC
clussification). The laer dots are available Gor full-time, part-lime and  togal
employment by indusiry by region.

For the dynamic shifl-share unalysis in Sects. & and 7, anneal indusiey employ
el dita by region wus used. Thas annual mational emploviment geowils 15 delined
s

= (B = B JiEn (L}
The annual growih in employment m industey £ at national level is defined as:
- By ) (B (2}
Fuwally, annual employment growih raie Ffoc industry ¢ i ocegion r s delined as:

Bir = (Euy — Eig I_:'_."IE-.'..- I (K1)

4 The Pattern of Regional Employment Growth 1987-2008

The employment levels for the regions indexed e 1000 November 1987 are shown
in Fig. 3. The two-speed nature of the Austealian econmmy that has emerged over
the long growth cycle since the 1991 recession is clear (u) high prowth regions
Weenslamd, Western Australia, and the Noohern Tervitery )l and (b1 moderate o
low growth regions (NSW and Victoria, South Awsiralia and Tasmaniu),
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The regionul areas of Queensland and Western Austalia have clearly benefited
Trom the mining boom associated with the erms of rade developments shown in
Fig. |, The wealth generated [rom the boom has also aided their capital cities
(Brisbane and Perth) where many of the administrative strociures supporting the
mining ndustry are located

In general, the high growih group suffered relatively smaller contraciions in stee
and duration during the severe 1991 than the below-average growth regions,
Pasmania amd South Awsiralia seem o have particularly suffered during these
cyclicul episodes,

Figure 4 divides the growih period following the 1991 recession into two B-year

sulby-periods, Employment growth for all regions has increased in the second hall of

ihis bomn period with the exception of the Sydney region and the two lerritorics.
Ihe two speed cconomy assessment is not negated by the improving overall
siluation,

Appemliz Table 6 presents more detailed summary employment growth data fos
the regivas Droam the foueth quacter 1987 toothie lirst guarter 2008, The dule conlims
the regionully disparate nature of employment in Australia. The high growth
regiong in Ceecnslind, Western Australia and Morthern Tervitory exhibil strong
anvuad rades of growih with relatively smaller viariance whereas the other regions
are slower growing and have relatively higher vanability over the sample period
The regional arcas of Sowh Australia and Tasmanis exhibit purticulady ow
employment growth rales,

I we split the growth pericd since 1991 into two samples (199220000 and
20002008 ) we note that vanances are falling as growih rates improve among the

poorest performers, I is o possible o conclude thal convergemnce 15 occurring
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Fig. 4 Bmployment growth by region, 15592300 and JEH0-2008, pereentage change

Yewrcr: ABS Labour Force
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because ihe most populated region (Sydney or NSW_C) has experienced deterior-
ating conditions in the laer period

5 The Composition and Structure of Industry Employment
by Region

The compaosition of industry employment and the pattein of change provide a clue
o why regional employment growili in Australia 15 so disparate, However, given
the number of regicns in the analysis, it is difficult o depict ihe changing industry
employment shares by region and nation aver a long time-period in the space
available, The highlights of sech an analysis for the period 1985 and 2008 are:

+  Agnculture has fallen sharply over twe period but is soll an iaporiant source ol
employment in regional NSW, Victona, South Australia, Western Austrlia and
Tiasaiania

= Mining is not a large employer overall but is heavily concentrated in regionul
Oueensland, Western Australia and Nohern Termtory. The combination of this
concentration and the shift in commodity prices shown in Fig. | goes a long wiy
1o explaining why ihese regions have enjoyed sirong employment growih

o Munufaciuring shures have fallen sharply over the period panicularly i Sydney
(MNSW ), Hobant (TAS_C) and Penth (WA _Ch. I remaing an imporiant
employer in the Victoria, regional NSW, South Australia and regiomal Tasmania,
Each of these lubour markets has exhibited below-average employment growih,

o The growth in construction employment shares has been sirong in the growth
cconomics, particularly regional Queenslund and Western Australia bul has been
maned or negative in the below-average regions.

o The large increase in shares in the Property and Business Services indusiry is
siriking and reflects the property boom that occumed m ihe last decade amd
which is still an-gedng in the high growih city centres of Perth and Brisbane

6 Dynamic Shift-Share Analysis of Regional Employment

6.1  Industry-Region Decomposition

Iin this secrion we use dynumic shift-share analysis ( Arcelus 1984 Bartf and Rnigli
|UEE) 1o assess the extent o which the disparate regional employment grawth
patierns outlined in Sect, 3 reflect industry composition and regonally specitic
lacational ) faclors.,

Where £, is employment in indusiry i in region - at time ¢ (taken as the starl of
the period under scruting ). The growth rates, gq g, and g, are defined eardier. For
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}. The sub-pericd unalysis shows however that in the recent growlh phase
(20002014 ) the regional areas of MSW, Vicloria, and South Ausiralia have
enjoyed positive regional shares which has dampened the deteriorating indus-
Iry M.

Consistent with Fig. 3, only QLD, WA and the Northem Terrtory have experi

enced stronger employment growth than would be predicted il the regions hud
arown proporioml o the national average. AR eiher regions “underperformed”
(istal shift negative s with the sum of their indestry mis and regional share eflects
being negative. However, there is consideruble heterogencity umong these
regions in terms of the bulance hetween these elfects

L

6.2 Detailed Industry Shift-Share Analysis

The breakdown of the dynamic shifl-share resulis ino individual indusirics for
gach region provide u better understanding of which sectors have been responsible
fur the variations shown, While there is wo much detuil 1o present here (full tables
are wvailable on reguest from the aothor) some salient poinis e lude:

o Mational employment grew by 195 between 2000 and 2008, Three industries
declined shsolutely, Agriculiuve, Manulacturing sod the Communication. The
belw-average growth industries included Wholesale Trade (5. 1% geowth) wnd
Accommodation, Cafes, and Restourants (11.8% growth). The laier had been
one of the sirongest growing industries of the 19905 as the servives boom pushed
the economy forward, The above-uveruge growih indusiries were dommimated by
Mining {a stuggering 74% growth), followed by Construction (4%, the Lhi-
lities (415, Government and Delgnes (37%), Health and Community Services
(33%0, Propeny and Business Services (24.4%), Cultural and Recreationul
Services {24%), Bducation (22%), Transpor and Storage (16%), Finance and
Insurance (199, Personal and (iher Services (19% ), aod Retail Trade {19%)

« Mining employment has incieased in all regions except ACT (where it has no
presence) and TAS K. The lurgest fotal chianges are in WaA_C (2003 thousand ),
QOLD_R (133 thousandp, NSW_C (523 thousand) and WA_R (3.1 thowsand)
This refects a combination of head office growth (in the cilies) aml an expansion
of extructive employment (in ihe regions), Table 3 shows Lhe shili shave com-
ponents andd oher summary measures for the important mining regions in
Austrulin (either administrative or extraction sites). The inleresting result is

that despite Favoucable indusiry mix components in all regions, the ol shif
was negalive in NSW_R, WA R, TAS R and the NT due to adverse regional
shift components. This would appear 10 be o difficult result for those wanting 1o
use the regional share component as 4 measure ol endogenous growth. These

three regions account for 28% of the wial mining employment in Australia,

= The absolute national decline in munuficturing employment between 2000 and
O was resisted by NSW_R, VIC R, QLD _C, QLD_R, 34 R, Wa_ O and
WA R, TAS C, TAS_R, NT and ACT due o mdvaniageous regional effects
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offsetming the negative indusiry mix effecis. So local or regionally specific
Factors (which are vaidentified by the study) are supporting employment growih
even though the specilic indusiry composition in these regions is working
againsi that. It s likely that some of the mining growih his spilled over into
manufacturing in these regions (some of which specialise in metals indesinies)
Canversely, the manufactunng strongholds of NSW_C, VIC Cund 54 C Tuced
significunt deteriomation in their manufacturing with negative industry and
regional shifl components,
+ While Accommaodation, Cafes and Restaurants was the dominant service indus-
iry in the 19905, in the 20002008 period its growh has been modesi. Among the
steomg employment growth service industries, Property and Business Services
(PBSY and Health and Community Services (HCS) have stood oul. With the
exceplion of WA_R and N'T, the regional shares for PBS have been strong. The
below-average prowth regions have expenenced negative regional shares in
FES, The pattern of regional shares for HCS b5 less clear and 35 ol supponive
wf the view that the high growth regions enjoy lavourable regional shares i the
high growth industries
It remains true that the high growth regions generally had sirong posilive
regional effects in above-avernge growth indusiries which reinforced the posi
live industry mizes.

The regional {competiiive ) shilt component ells us wheither a region is expand-
ing o contracting its share of il idustry employment. A positive component for i
region's industry indicates that local employment in that indusiry is growing [wster
tham the indusiry a3 @ whole and hence the region 15 gaining industry share. The
vpposite holds for a negative regional companent. Table 2 reporis the regional shift
components (RS} and the total employment change (A} for each region between
1985 anad 2004 in thousands. The A row provides scale upon which the BS can be
judged, Ower the period covered, all industries bar Apriculiure, Manulscluring,
Electricity, Gas and Water and Whelesale Trade experienced positive growth.

It s wpparent that regional shifts have been posivive in most industries for the
leading growth regions — QLD C, QLD_R and WA_C. The same holds, albeit o a
lesser extent for WA _R, The vihier lop growth region, NT does won hiave the same, The
scale of the regionsl shilts s fuicly constant scross these regions and their industnes.

7 Full-Time and Part-Time Employment

7. Trends in Full-Time and Part-Time Emplovmeni
in Australia

I addition to the vast sectoral changes noted in Sect. 3, there have also been
substantial shifis inthe employment mix between full-time and past-lime aceoss the
regions since 1985 (see Tables 3 and 4). In 1985, B1.9% of wofal employment in
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Ihe negative indusiry mix ellects noted carlier ane now more ransparent,
Civerall, the nation hies seen 4 loss of employment due 1o industry shifts with the

foss of full-ume employment being marginally above the gains in part-lime
ernployment. Al regions lost full-time oppounilies as o consequence af imdusiry
shifis. However, this decline was more than offset by gains in part-lime work
arising from industry shifts in all the urban areas (NSW_C, VIC_C, QLD _C,
5A_C, WA C, TAS C, ACT and NT). In sturck comtrast, the substantial loss of
full-omwe work 0 regional arens (NSW_R, VIC_ R, QLD_R, SA_R, WA_R,
TAS_R) was nod offset by positive pani-time industry mix effects. This sugpesis
et the job gencraling polential of the growih indusiries in cities 15 sUpErion o
regional weas although the g
employment.

In terms of the breakdown of regional share effects, the growth in QLIY and
WA (both urban and regional) employment ansing from local fuciors is heavily
weighted wwards full-time employment, This sands in contrust o the other

s e i part-time work at the expense of Tull-time

Auvstralian regions which suffered pegative regional elfects overall and in

their full-time job generation, ln some cases, the regional ¢
employment were positive and attenuated the regional shift losses (NSW_R aml
VIC R)

Liv ol thve shiifling Full-time/ pari-time landscape bus seen 765 100 less Tull-tinme
jobs than would huve been ihe case ol the full-time ratio had have remained ot 1ls
1955 level. This s in the context of a change o waal employment of four million
over Lhe [985-2008 penod. These are substantial sh
winrk Bus el regioanal areas more than melropolitan cenlres,

ffects of par-time

s and the loss of full-time

&  Conclusion

Lo this paper, dyoamie shifi-share analysis s been used 1o eaplore the disparute
putterns of regional employment growith in Australia, We were motivated by an aim
o generile more detailed breakdowns of the regronal shifl w iofoon the debate
surrounding BOT.

It is clear that changes in indusiry composition have Fa
lihaur markel

wired the metropolilan
This result applics 1w high, moderane and low growth regions alike.
Crverall, the nation has seen a loss of employment due o indusiry shifts with the loss

ol full-time employment bewng marginally above the gains in part-time emiploy-
ment. However, without exception, the industry mix gains in metropolitan areas
have munifested in part-time employment. Further, the regional areas have all Gailed
10 take advanage of the shifling industry mix because they have not been able o

offset substantial full-time cmployment losses with commensurate part-time emplaoy

mend grawth, I appears (that the job geneeating potential of the growil indusiries in
cilies s supenior o regional areas although the gains are in pan-time work at the
expense of Tull-ume employment, Given that the incidence of precanious work has
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mereased over the pericd studied, the positive indusiry shifis are nol unambigu-
ously fuvourable,

It is also clear that the ability (0 benefil froan positive regional factors goes same
of the way o expluining the separution of high from low growth regions, The high
grovwith regions all have strong positive regional (local-specific) factoms operting in
their favour. With the exception of WA_R and NT, these regions have regional
gains in both full-time and pan-time employment. The growth m QLD and WA
(hoah urban and regional) employment acising from local factors s heavily
welghted wwards Tull-time cmployment. In sharp conteast, the below-average

growih regions have negative regional shifts overall. Several experienced unluyour-
abdle regionul shifis in bath fulltime and part-time b generation whereas, For
NEW_R and VIC_R, positive part-time regional effects attenuated the regional
shift losses, More research is needed 1o determing the sources of these local
advanliges,

We repeat the difficulty that exists in disentangling the industry and regional
shilil components ¢ |
i Sect. 2. In the later part of the study period, economic growih was driven
by this boom which, in i, was spatially concentruted. The high growth regions
identifed with the strong regional shifs were the primary beneficiaries. In thal
context, it would be hard for an BGT o argue that the beneficial economic
growlh in recent years was the result of Luge competitive shifts. The spatial
speciticily of primary commuodity deposits is the primary reason Lor the Favour-
able owcomes enjoyed by these regions. Clearly, no policy tool can influence
these advanlages.

I terms of the isswes ruised in the introdection, the resulis suppon the previous
conelusions of Mitchell and Carlson (2005) who argued that neither traditional
Keynesion nor new regionalis) strategics were likely (0 provide a sound basis for
sustuined regional development, It is clear thin national factors remam dominant in
determining a region's labour market outcomes. However, changing indusiry struc

ceially i the face of the commadity price boom sdentil

ture and unspecified local fetors also pluy o significant role in employment growih
across the regions.

Fhe resulis generally suggest that any regional development policy aimed a
stumulating local factors (e.g., knowledge accumulation) should be buttressed with
strong aggregaie demand policies w ensure thene 15 no spending gap ol the aggre
gate level, This will generally require positive national government deficits in (he
face of o desire 0 net save by the private sector (Mitchell and Moysken 2008).
However, indiscriminale Keynesian expansion without regard o ils sputial disiri-

bution is unlikely to reverse the rends identified in this paper. To ensure that this
spending is spatially distributed woregions that have declining indy
regional facts operating trgeted regionel development polic
infrastruciure and industry development are required

L1}

¢ pegative

SR (T Porabing

The results of the paper thus demonstrate that o mix of Keynesion aggregaie
demand policies amd region-specific policies (favoured by EGT should Comprise
ihe regional development sirategy aimed ai sustaining strong employment growih
wilhout significant disparities across space
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Régional Branching and Regional Innovation
Pol

Hom Boschina g

I Introduction

Regional diversification is high on the scieglific and political agenida, As many
regions are cuvently facing economic decling e w the goonomic crisis, e is
neresing wwireness tat there is a need 1o developgew ecbnomic acivities, in order
o compenswle for losses i olher pans of their dgional econemics. Economic
geographers have raised the question how o develog rimy growth pails in regions
ower and over ggain, bt this question has largely Lt:[ml.llul ausniswered wniil recenily
(Scol 1988; Storper and Walker 19659 Murtif amd Sunbey 2006 Sinunie aod
Carpenter 20071, For instance, there is still I|11I;Juml-_nlalulinh O, hovw ol industrisl
TEgIons WLy Gvercumme sicuciu
had image,

il problems, spch as congestion, ovdpecialization, a
amd inflexibde imstiiutions, w||||.,P. according toomany, makdghem unlikely
Maces for new industnies w emerge. However, some do guite well, wig athers do
nist, hut there is still litle known what gee the reasons belind that (Hassiok, 20005)
Mg recently, rescarchers have piken up this crucial guestion (Feldmibg et al.
2005; Cooke 2000; Fornahl e al. 20000 “I.I'\.1JJ|'I'_.|' focuses atention on two clissely
reluted comcepts tiat might sy
relutedness and reluted variety Moce in paticular, we explore the extent o wh

sation, that is, technologisal

the catry and growth of o new dndustry depends on (u vardety of) industries w wlhich
it is technolagically |l_'|.|ll_'-.!._)'[}u1.' 1o a luck of space, we leave oul other dimensions
it gl be considered !..'{'Ill.:li.ll in the process of regivnal diversilication, such as
istutional reforms, idll:.;f;ltg oihers {Hassink 20000 Section 2 brielly presents son
of the lagest empicical fisights conc
ness and related \';u‘lgi'y for regional development and regicnal branching (Boschma
and Frenken 2411 l).f' Section 3 tukes up some mmphications for regronal inmoviticn
policy, and expliins how technological relatedness muy provide un inpul for
elleciive |J|:|iC)fl||uLLi|:g_ Amaong odher things, we claim that public policy should
/

ning the importance of lechnological related-

c-ninnl; |.llum.iu||u.r4‘l=4._.'|.'l.l.||l.|.|.'|l
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