Take Home Exam

Regional Economic Development

Spring 2004

Section I

1. Discuss the factors that have made the Manaus Free Trade Zone more of an import processing zone than the export processing zone that was originally intended. Find a source that updates the status of the MFTZ regarding its trade protection and tax incentives. 

2. The two Korean satellite platform cities of Kumi and Ansan were created in quite different ways than the Japanese cities of Oita and Kumamoto.  Discuss the different “push and pull” factors that caused the development of these industrial districts and the unique obstacles that each had to overcome. To what can you attribute their potential for future growth. 

3. Unlike Silicon Valley, the Seattle Hub and Spoke economic development model doesn’t lend itself to networking among local firms. What characteristics of the two areas and their business infrastructures explain this difference? Again, comment on the likelihood of long-term growth prospects for the two areas.

4. Michael Porter had visions of transforming the inner cities in the United States to little Silicon Valleys (not respecting high tech. businesses necessarily, but with regard to the “networking” characteristic). What was the basis for his optimism and what might be some of the flaws of such a strategy? Evaluate Goozner’s alternative ideas. 

Section II (I have to do this!)

  Okay, here are some data for Connecticut and New England gleaned from government sources – yeah, yeah, why didn’t I give you this before? Because hunting for data is half the fun – are we having fun yet? (http://data.bls.gov/labjava/outside.jsp?survey=sm). Use the formula from the website to calculate location quotients. That ratio is:

                                         ___Employment in manufacturing in Ct____   

                                                  Total employment in Ct

 L.Q. Formula for mgf =  ====================================

                                 ___Employment in manufacturing in  N.E.
                                                 Total employment in N.E.

  (Some of you failed to recognize the double line in the middle is a division line. In other words, you have to calculate three separate ratios for each sector ( the ratio in the numerator, the ratio in the denominator and then Connecticut’s ratio by New England’s ratio.) Then do the same thing for the service sector.

Now carefully follow the steps below to identify the relative importance of competitive versus mix factors.

                   Total Employment (thousands)*
                                 Goods Producing                     Service Producing               Overall

	Area
	1994
	2003
	1994
	2003
	1994
	2003

	New England
	     1178
	     1067
	      5022
	      5768
	6200
	6835

	Connecticut
	       424
	       509
	      1240
	      1382
	1664
	1891

	
	
	
	
	
	
	


*Rounded to nearest thousandth

1. Calculate the percentage change in total employment in New England and Connecticut and the percentage change in employment in both sectors for N.E. and CT. For example (when you finish you should have six separate percent changes). Two of those would be:

 Percent change in total employment in N.E. =  (6835 – 6200) / 6200 = + .102

 Percent change in employment in svc prod. in Ct. = (1382-1240) / 1240 = + .115

2. Which grew faster overall, Connecticut or New England? Notice, if Connecticut had grown as fast as New England in overall employment it would have grown to 1664 x 1.102 = 1833.7. The difference (1891- 1834) = +57 is to be explained by, either or both, the competitive component or the mix component.

3. Eliminate the competitive component as a cause by assuming the same rates of growth in both Connecticut’s sectors as those experienced in New England’s two sectors. In other words, apply the percent change in employment times Ct.’s goods producing sector as that experienced in New England. Do the same for the service sector and add the two figures together. Now what is the difference between the overall employment growth rates of New England and Connecticut?

That difference must be due entirely to the mix component – in other words, that Connecticut had a greater proportion of its employment in the fastest growing sector compared to the mix in New England. Let’s start you off:

a. Apply New England’s growth rate in the service sector to the 1994 service employment in Connecticut:

1. (5768 – 5022) / 5022 = .149        

2. 1.149 x 1240 = 1424

b. Now do the same for the goods producing sector – apply New England’s growth rate to Connecticut’s.

c. Add the two figures together – that’s the overall employment growth that Connecticut would have experienced if both of their sectoral growth rates had matched New England’s. 

4. The difference between the resulting overall employment figure for Ct. you have just calculated and  +57 is due entirely to the mix component.

5. The remaining difference is then due to the competitive component. 

6. It is possible that, for example, one or the other might be a negative number, i.e., the competitive component might explain a difference of +80 and the mix component a difference of 57 – 80 = - 23. That would imply that although the mix component in Connecticut was concentrated more in the slower growth sector than New England’s mix, Connecticut’s faster growth in one or both of the sectors more than compensated for that fact. 

Hint: The mix component is a larger positive number and the competitive component is a small negative number. The difference equals +57. 

Section III              Terms and Concepts

  Give brief definitions of the following terms. Making some reference to an application of the term will seal the deal.

Empowerment zones

Foreign direct investment

Free trade zone

Import substitution

Technology transfer

Fordist production

Agglomeration economies

Patient capital

Recruit-and-parlay strategy

Devolution (of economic development responsibilities)

