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Abstract

T

his tool kit provides a framework and tools for conducting rapid assessments of city
economies to prepare city economic development plans (CEDPs) in Asian cities. An
analytical framework is presented, which guides the reader through a series of steps for
three analytical and assessment processes. These are designed to prepare economic profiles;
evaluate future economic development options and pathways; and prepare strategies, action
plans, and prioritize investment activities in support of city economic development. The steps
in each process are linked to tools that assist the user in collecting and analyzing data and
information for a range of studies, and they are also linked to assessment techniques used
to prepare a CEDP and related plans. Many of these tools refer to websites where one can
find more detailed manuals, guidelines, references, case studies, and video presentations for
conducting planning, development, and assessment studies on local economic development.
The tool kit includes new qualitative assessment tools developed specifically for use in
developing countries. It is intended primarily for use by staff of the Asian Development Bank.
However, it is expected to be very useful to government officials, investors, developers, local
community leaders, and international development assistance agencies involved in activities
designed to support city economic development. The tool kit is not only for economic studies
of cities; it can be adapted easily to support studies involving the development of rural and
regional economies.

Introduction

A

sian cities are facing very significant development problems. For many, their longterm physical and economic development is not sustainable. It is essential, therefore,
that governments at all levels pay greater attention to the planning and management
of cities in the region if the growing challenges of poverty, inequality, and sustainability are
to be addressed. Enhancing the economic performance of Asian cities is a critical factor in
making them more sustainable, but this must not come at the cost of a continuing decline in
environmental and social conditions.
Many cities in Asia are poorly equipped to become more competitive, attract vital investment
capital, and build critical strategic infrastructure needed to support local economic
development (LED). Faced with limited resources, capacity, information, weak enabling
environments, and other constraints, LED planning is a challenge. While many tool kits
and guides are available to assist governments with the economic planning, management,
and development of cities, most of them are designed for cities in developed countries. By
comparison, there are few comprehensive guides on economic development planning and
management for developing countries. This ”how to” tool kit seeks to fill an information gap
in this area by presenting a systematic approach to LED analysis and planning for developing
cities in the region.

Purpose of this Tool Kit
This tool kit was prepared for staff of the Asian Development Bank (ADB) involved in
urban sector projects. It is intended to assist them in helping governments in developing
member countries prepare and implement city economic development plans (CEDPs). Its
primary function is to guide government officials in charge of urban development to collect
and analyze economic data relatively quickly; prepare city economic development profiles;
assess future economic development options; identify development pathways; and prepare
strategies, plans, and priority actions to support LED in developing cities.
Businesses and investors should find the tool kit useful when analyzing investment and
development opportunities in cities. Community organizations will find this tool kit useful
in preparing CEDPs. The use of this tool kit is not restricted to cities. It can also be used for
subnational, regional, and community economic development studies.
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Specifically, this tool kit enables the users to
 Undertake Rapid Assessment and Studies on Cities to
•

compile qualitative and quantitative baseline data and information on the economy

•

analyze structural, socioeconomic, and economic geography changes in urban
activities

•

identify, map, and evaluate industry clusters

•

analyze constraints to city economic development

•

conduct competitiveness studies of city economies

 Conduct Futures Analysis on Cities to
•

prepare projections on expected population, economic growth, and demand
for resources

•

analyze futures and risks to a city economy

•

identify opportunities to develop a city economy

•

prepare and evaluate scenarios to develop a city economy

•

identify pathways for the long-term development of a city economy

 Prepare Economic Development and Action Plans for Cities, Incorporating
•

a vision statement and policies for a CEDP

•

strategies targeted to build a city’s economic strategic architecture

•

an action plan and prioritized actions for the development of a city economy

•

a financial and capital work plan

•

an investment prospectus

•

industry cluster and other plans

Presentation of the Tool Kit
The tool kit has four sections.
Section 1 is a brief background on economic development challenges facing the planning
and development of cities. It outlines the needs and types of rapid assessment tools and
techniques that have been developed to gather information on cities to study, plan, and
manage their development.
Section 2 presents a framework that guides the user through three processes to gather
information, analyze, prepare, and implement a CEDP and a range of supporting plans.
Section 3 is a manual of economic analytical and planning tools. It incorporates many existing
and new tools, some of which fill in current gaps in data and information collection and
analysis techniques. Many tools will be useful in analyzing LED factors where quantitative
data are scarce or not available.

Introduction

Section 4 includes a set of supplementary notes, which provide additional information or
explanations, for various steps in the three analytical processes or specific tools included in
the manual.
The tool kit seeks to broaden the thinking of economic development officials in approaches
to city economic development analysis, as well as strategic and action planning to support
the development of local economies. A key feature of this is the concept of developing
strategic architectures for economies, which will be explained later in the tool kit.
There are many references included in this tool kit. These are listed at the end of the notes
section. As many of the tools in the manual are linked to websites, readers are warned that
some of these may change or be removed over time. At the time of preparing the tool kit, all
web references were accessible. Should web link breaks occur, the user will need to identify
the new website or acquire a hard copy of the documentation listed in the references.

3

Economic Development
Context

T

his section of the tool kit discusses the rationale for using rapid assessment techniques
to conduct economic planning and development studies of Asian cities. It discusses
challenges facing the economic development of cities in the region, and presents
different rapid assessment tools and techniques used to gather information on cities to plan
and manage their development.

Local Economic Development Challenges
Facing Developing Cities
One of the most challenging issues facing the economic development planning in Asian
cities when there is very little economic data and information to work with is how to prepare
and implement a range of policies, strategies, and actions to make these cities pleasant,
competitive, efficient, and attractive places in which to live and invest. In most Asian
countries, few government officials have a clear understanding of how the local economy
works and what is required to make it more competitive and sustainable. The failure to
progressively plan and manage the economic development of cities is a major reason many
Asian cities are experiencing significant development problems and struggling to attract
investments and create jobs.
Most cities in Asia have master plans to guide physical development. However, many of
these become outdated before they are even approved. Most plans are not implemented
accordingly because of political interference, failure to enforce regulations, and lack of
recognition of economic factors that shape the realization of master plans. There is a tendency
for master plans to be supply-side driven, focusing on the development of infrastructure as
a means of driving economic development. Most master plans neglect the importance of
demand-side factors, which now play a key role in the economic development of cities.
Much of the economic development in Asian cities is undertaken on an ad hoc basis. Many
Asian cities do not have an economic development plan. The failure to plan leaves critical
gaps in the provision of strategic infrastructure, human capital, and governance systems
needed to support local economic development. Many local governments have no idea
about the future long-term requirements for natural resources, food, energy, capital, skills,
and technologies to maintain the development of city economies.

Economic Development Context

Better Information: A Key to Unlock Economic Development Potential
Modern economies are driven increasingly by the The need for better information
need for better information. For local governments,
to support physical and
information and data on cities and regions are needed
economic development
planning processes in Asian
for a wide range of purposes, including auditing, planning,
project evaluation, management, project monitoring, and cities has been recognized
widely by many organizations
evaluation. For urban markets to operate efficiently and
effectively, there is an increasing need for socioeconomic, and authors (ADB 2002, Shin
production, and consumption information to be made et al. 1997, McGee 2001).
publicly available for the public and private sectors to be
able to make informed investment, development, and intervention decisions. The lack of
access to current data and information is holding back the development of many Asian cities.
It is crucial to increase the information available on the economies of developing cities if
these cities are to work out ways to become more competitive, attract investment, improve
local government taxes and revenues, and generate wealth—things needed to address and
fund serious poverty, environmental, economic, and physical development problems. This
will require more government, business, and official development assistance (ODA) agencies
to support the development of better basic tools for rapid collection and assessment of data.

Guidelines on Local Economic Development
There is a well-developed science concerned with urban and regional economic analysis,
planning, and development. Many comprehensive guides are also available to conduct
studies and formulate economic development strategies for cities and regions (Box 1). In
recent years, there have been significant advances in input–output techniques to model
local economies, methods for analyzing industry supply chains, the value-adding potential of
industry clusters (Bergman and Feser 1999, Ffowcs-Williams 1997, Porter 2000, World Bank
2009a), the application of cleaner production systems (Turner 1991, Turner et al. 2000),
and the competitiveness and performance of urban economies (Webster and Muller 2000).

BOX 1

References for Local Economic Development

Publications providing good explanation of local economic development practices include
1. J. P. Blair and L. A. Reese. 1999. Approaches to Economic Development: Readings from
Economic Development Quarterly. London: SAGE Publications.
2. E. J. Blakely and N. G. Leigh. 2010. Planning Local Economic Development: Theory and
Practice. Los Angeles, CA: SAGE Publications.
3. Global Urban Studies Program. 2008. Municipal Economic Development Toolkit.
http://www.municipaltoolkit.org/
(This reference contains a range of tools that can be adapted to suit the context of
developing cities to prepare action plans.)
4. R. J. Stimson, R. R. Stough, and B. H. Roberts. 2006. Regional Economic Development:
Analysis and Planning Strategy. New York: Springer Verlag.
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BOX 2 References for Local Economic Development of Developing Cities
Publications providing good explanation of local economic development practices include
1. G. Swinburn, S. Goga, and F. Murphy. 2006. Local Economic Development: A Primer—
Developing and Implementing Local Economic Development Strategies and Action Plans.
Washington, DC: World Bank.
2. United States Agency for International Development. 2006. Making Cities Work Assessment
and Implementation Toolkit: Local Economic Development. Washington, DC.
3. United Nations Development Programme. 2007. Supporting Capacities for Integrated Local
Development. New York.
4. World Bank. 2007. Understanding Your Local Economy: A Resource Guide for Cities.
Washington, DC. (This reference provides tools to collect data on the basic structure of a
local economy.)

Unfortunately, many of these tools are not easily used for studies of developing city
economies without extensive data and supplementary research. To overcome this problem,
governments and organizations have begun to use qualitative and more descriptive
assessment techniques to collect and analyze data to report on the competitiveness of
local economies. A range of “soft information-gathering tools” have also been developed by
international development banks to prepare city development plans along with techniques
to prioritize actions and investment projects that support LED (World Bank 2001, 2007;
Cities Development Initiative for Asia 2009) (see Box 2).
In 2010, ADB’s City Cluster Economic Development Project developed and applied a range
of new economic tools to assess industry clusters in three South Asian cities (Choe and
Roberts 2011). This work complements similar studies undertaken by the Inter-American
Development Bank on analyzing industry clusters (World Bank 2009a). ADB’s Cities
Development Initiative for Asia (CDIA 2010) has also developed an excellent tool to
prioritize investment projects that support city economic development in the region.

Changing Approaches to Local Economic Development
Local economic development plans (LEDPs) play an important role in supporting and guiding
the development of cities. Many local governments see LED planning as a way to ensure
more effective delivery of infrastructure, build human capacity, improve the performance of
enabling environments, attract investment, provide greater certainty for markets to operate,
and create jobs. However, many attempts at LED planning have failed because of the lack of
clarity in the plan’s purpose; unrealistic expectations, targets, and assessment of costs; poor
economic governance; lack of key stakeholders’ commitment; and insufficient flexibility to
respond to external shocks and events. These are important lessons to be learned before
starting a project involving LED planning studies.
Many cities fall into the trap of leaving things to chance, speculation, or “following the
leader.” Cities that are at economic development seek to engage all levels of government,
business, and the community, in partnerships and other arrangements, to create new ideas

Economic Development Context

and pathways to overcome major development hurdles, share equitably in the management
of development, and identify and create opportunities and possibilities for local economies
to grow and develop. LEDPs provide the framework for these things to happen.
For cities to become successful at LED, it is often necessary to change significantly the way
they go about doing business. Current thinking on LED has moved away from relying on supplyside approaches to stimulating local economic development. The “build infrastructure and
enterprise zones, and investors and business will come” formula is not enough to guarantee
success today in attracting developers and investors. Investors and developers are becoming
increasingly discerning about human capital, local transaction costs, and risk factors in
making investment decisions.
The current approach to LED has become more demand-side driven, with the public and
private sectors working collaboratively on the provision of strategic infrastructure, skills
development, knowledge, quality assurance, and reforming enabling environments to
respond to consumer and investor needs and demands. Under these arrangements, the
public and private sectors have become focused on targeting strategic investments that
enhance economic capacity to create wealth, reduce externality costs, increase knowledge,
and realize other public benefits.

Rapid Assessment Techniques for Economic Development
Governments and businesses in developing cities face difficult choices about what kind of
data and information they should collect and analyze for basic LED planning, operations, and
management purposes. The collection of information and data can be time-consuming and
expensive. In developing city economies, it is often very difficult to collect data and information;
in most cases, these are not available or embargoed by the government and business.
Many LED agencies have begun to use qualitative rapid data gathering and assessment
techniques to overcome the problem of the lack of good statistical data to support a range
of economic, urban, and environmental management plans. Since the mid-1990s, there has
been growing interest in the use of indicators to measure attributes of economic and human
development, competitiveness, sustainability, and livability (Segnestam 2002, UNDP 2010,
OECD 2006). Indicators are also useful in providing measures to monitor and evaluate the
performance of development plans. In some cases, rapid assessment techniques can be
supplemented by real-time data capture; however, this level of technology and data capture
may not be possible in many developing countries.
Rapid assessment techniques are useful because they
•

are quick and inexpensive when there is little other information available;

•

provide a fast-track means to prepare strategies and plans which set out clear policy
directions, investment priorities, and institutional and governance arrangements for
the implementation of development plans;

•

provide a fast-track way of prioritizing development projects and programs that are
seen as important to the development of local economies; and
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•

provide basic information that can be used to monitor and evaluate the impacts of
development activities, including risk events which might set back economic progress.

Rapid assessment techniques do not produce the same richness of data and information
as extensive data gathering surveys do. However, when faced with limited resources,
they produce very valuable information for inputs into a range of LED and other planning
processes.

Types of Rapid Assessment Techniques for Urban Studies and Analysis
Rapid assessment techniques using qualitative methods for conducting urban planning
studies became prominent in the late 1960s. Many techniques were adaptations from those
used widely in corporate business planning. SWOT (strengths, weaknesses, opportunities,
and threats) analysis was one of the first qualitative rapid assessment tools used to prepare
strategic plans for business and government agencies. Later, techniques, such as multicriteria analysis (MCA) (Arrow 1963) and Delphi (Gordon and Helmer 1964), were used by
business, corporations, and government for strategic and action planning purposes.
The rapid urban environmental assessment tool (Leitmann 1994, 1993) was the first
comprehensive guide used to assess environmental issues in developing cities and regions.
The technique has been used widely by the World Bank in preparing environmental
management strategies for cities—especially under the former Municipal Environment
Improvements (Bartone et al. 1994), the Environmental Strategies for Cities (World Bank
2000), and the International Labour Organization post-conflict situations programs (ILO
2010). There is a wide range of new rapid environmental assessment tools now available to
assess and model the impacts of disasters, biodiversity, and climate change in developing
cities (Kelly 2005, Jones 2001, Ramsar Convention 2005).
Rapid assessment techniques for urban planning and economic development have been
much slower to develop. The disciplines involved with studying city systems have traditionally
relied on quantitative methods to produce and analyze a range of information for planning
studies involving urban physical and economic development. In the 1960s, qualitative rapid
assessment techniques applied to evaluate urban development projects began to emerge.
Goals achievement matrix (GAM) assessment (Hill 1968) was one of the first tools developed
for rapid assessment to prioritize options for infrastructure projects. MCA techniques
developed by Nijkamp (1975), which were developed later for economic and environmental
assessment of projects (Hinloopen et al. 1983), are now used widely in planning studies
involving project evaluation and scenario selection. Some of these techniques have been
developed to evaluate economic competitiveness, risks, and performance of cities (Stimson
et al. 2006).

Rapid Economic
Assessment Tool Kit

T

he following section explains how to conduct rapid economic data collection,
assessment, and planning studies to prepare a city economic development plan
(CEDP) using the tool kit. Figure 1 shows the analytical framework to lead the user
through the steps in the guide. These steps are explained in more detail in the guide. The
framework articulates three main analytical planning processes to generate a series of
outputs to complete a CEDP and auxiliary implementation supporting plans.
The three processes require extensive inputs by a range of stakeholder interests. The
prospects of an economic development plan succeeding without broad stakeholder
involvement, even in controlled economies, are very limited. Stakeholders have a key role in
assisting with data collection and analysis, qualitative assessments, economic governance
arrangements, plan preparation, implementation, and quality assurance processes. The
nature of stakeholder interests changes during the different stages of the CEDP planning
process. The Notes on Stakeholder Engagement in Section 4 indicate the type of stakeholders
that may be involved in each step shown in the process.

Outcomes of the Processes
There is a propensity for many LEDPs to be output driven. Most outputs from the steps
outlined in the tool kit are reports, plans, data, and information. These outputs must be turned
into realizable and measurable outcomes for a CEDP to be successful. Figure 1 shows the
outcomes sought from the three analytical and planning processes in the tool kit. These are
•

enhanced data platform and knowledge about the economy;

•

stronger investor, developer, and business interest in the economy; and

•

new investment projects and programs supporting sustainable development.

These outcomes are the end goals of the CEDP planning and implementation process.
These goals are easily understood and measurable. In using the tool kit to prepare CEDPs,
it is expected that other end goals will be added.

Tool Kit for rapid Economic assessment, planning, and development of cities in asia

figure 1
Key Stakeholders

Analytical Framework for Rapid Economic Assessment
Analysis Processes

Data Inputs

Expert Assessment
• Business
• Professional
• Government
• Research and development
/Academic
• Special Interest Groups
• Official development
assistance
Stakeholder Assessment
• Business
• Professional
• Government
• Special Interest Groups
• Microenterprises
Investor Assessment
• Public and Private
Investors
• Developers
• Official development
assistance
• Not for Profit
Organizations

Primary and Secondary Qualitative and Quantitative data
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City Economic Development
Analysis (CEDA)
• Project Management
• Baseline Audit Studies
• City Economic Dynamics
Analysis
• City Economic Constraints
Analysis

City Economic Development
Futures Appraisal (CEDFA)
• Futures Analysis
• Pathway Analysis
City Economic Planning and
Development (CEPAD)
•
•
•
•
•

Strategic Development Plan
Action Plans
Priority Investments
Institutional Arrangements
Performance Evaluation
and Monitoring

Key Outcomes

Key Outputs

Enhanced data
platform and
knowledge about
the local economy

City Economic Profiles

Economic Development
Perspective Report

Stronger investor,
developer,
business interest
in the economy

Economic Development Plan

New Investment Projects
and programs
Supporting Sustainable
Development

Source: Author. 2014.

Explanation of the Three Analytical Processes
There are three primary assessment processes in the tool kit framework:
•

City Economic Development Analysis (CEDA)

•

City Economic Development Futures Appraisal (CEDFA)

•

City Economic Planning and Development (CEPAD)

If the purpose of the planning process is only to develop a perspective of a city’s economy,
then it is not necessary to complete the CEDFA and CEPAD processes.

Rapid Economic Assessment Tool Kit

How to Use the Tool Kit Flowcharts
The flowcharts (Figures 2–4) show the steps for each of the three processes. Each process
step has a stated purpose, a list of actions (which may need to be expanded), a list of tools
available to choose from to collect and analyze data, the analysis process undertaken, and
the expected outputs. Most outputs will involve a report, which need not be large. Other
outputs will involve plans, information databases, models, or publicity material. The outputs
for the three processes are synthesized into composite reports, specific reports, and detailed
plans at the end of each major process. Some outputs may lead to the production of auxiliary
plans such as industry cluster business plans, finance, and prefeasibility studies. These may
be prepared in parallel with the outputs generated by the three analytical processes.
It is not necessary to use every tool in the three processes. It is important to ascertain the
limitations the planning process has on available resources, time, capacity, and capabilities
of the project team or consultant before using a tool. There are 25 tools in this tool kit. It is
unlikely all of these will be used to prepare a CEDP. Select the tools which are most useful and
applicable to the circumstances and the location in which the planning studies are taking place.
To gain access to a tool, look for the number in the tools manual (Section 3). Access the tool
using the electronic file by pressing control + click or by finding the tool by its number in the
tools manual. The tools in the manual are presented in a standard template. The template
explains the purpose of the tool, how to use it, the analysis steps involved, examples of the tools
application, the outputs produced, and references to other useful supporting information. For
some steps and tools used in the three processes, there are additional explanatory notes
given in Section 4. Press control + click on the bold text to access the note.
Some tools include references to websites, while others refer to publications that provide
more detailed information and guide on how to use the tool. Many website tools have readyto-use templates available to input the data and conduct the analysis. Other tools in the
manual have been designed or specifically adapted for the tool kit. For some of these, the
explanation and examples run for several pages. There are references to useful videos that
explain more complex subjects or to the use of tools such as input–output analysis.

City Economic Development Analysis
The primary output of the city economic development analysis (CEDA) process is a city
economic profile report (CEPR). Figure 2 shows the steps, actions, tools used, analysis, and
outputs generated from the process. The report is an audit and discussion on the state of
the local economy. It describes key features about the structure, performance, operations,
and changes to the local economy—together with an assessment of constraints, economic
governance, and policy issues affecting its current management and development.
The CEPR should be made available as a public document in print, web, and CD-based
formats. It should include informative statistical, analytical, and reference information on the
local economy. The data and information in the report will be useful in modeling or assessing
future economic development options, and in formulating strategies, actions, and other
detailed plans, project prioritization, and feasibility studies to develop the economy.
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STEPS

Step 4 Actions:
1. Use Sieve and other tools to analyze
constraints that have affected the
development of the economy.

Step 4 Constraints Analysis
Purpose: Analyze constraints affecting the
development of the economy.

Source: Author. 2014.

Step 3 Actions:
1. Commission studies to model and
analyze business dynamics, changes,
linkages, economic flows, and the
competitiveness of the economy.
2. Identify critical gaps in information
and constraints on the development
of the economy.

Step 3 Economic Dynamics Analysis
Purpose: Analyze the dynamics of the
economy, especially industry trends, sector
and industry structures change, linkage
patterns, industry competitiveness, spatial
agglomeration, and clusters.

Step 2 Economic Baseline Studies
Purpose: Collect socioeconomic data to
provide baseline information for analysis,
planning, monitoring, and evaluation purposes
to prepare report on the state of the economy.

Step 2 Actions: Economic Baseline Studies
1. Gather available statistical and
socioeconomic spatial data.
2. Prepare a data audit inventory
of all information collected.
3. Analyze and identify data gaps.
4. Proceed to commission studies
to address data gaps.
5. Proceed to economic analysis.
6. Identify data gaps and constraints that
may affect investment and development
of the local economy.

Step 1 Actions: Project Work Plan
1. Gain approvals to proceed.
2. Select advisory group of stakeholders.
3. Select and brief the project team.
4. Decide on data to be collected and
protocols and collection timetable.
5. Assign responsibilities for tasks.
6. Prepare a project work plan.

ACTIONS

City Economic Development Analysis Process

Step 1 City Economic Development
Work Plan
Purpose: Prepare a work plan to manage the
processes of collecting and analyzing data
and information and planning for the
development of the economy.

figure 2

Tool 15: CONSTRAINTS MAPPING

Tool 13: SWOT ANALYSIS
Tool 14: PROBLEM TREE ANALYSIS

Tool 12: CLUSTER ANALYSIS

Tool 11: CITY COMPETITIVENESS

Tool 10: SHIFT–SHARE
AND LOCATION QUOTIENT ANALYSIS
(BUBBLE ANALYSIS)

Tool 9: LOCATION QUOTIENT
ANALYSIS

Tool 8: SHIFT–SHARE ANALYSIS

Tool 7: TREND ANALYSIS

Tool 6: INPUT–OUTPUT ANALYSIS

Tool 5: COMMUNITY CAPITAL STOCKS

Tool 4: CLUSTER SPATIAL MAPPING

Tool 3: ENABLING ENVIRONMENT
ASSESSMENT

Tool 2: ECONOMIC SNAPSHOT

Tool 1: PROJECT PREPARATION
WORK PLAN

TOOLS

Action 4.1 Economic Constraints
• Economic development constraints

Action 3.7 Economic Base Audit
• Analysis of industry clusters

Action 3.6 Economic Base Audit
• Analysis of city competitiveness

Action 3.5 Economic Base Audit
• Analysis of structure of the economy

Action 3.3 Economic Base Audit
• Analysis of self-suﬃciency

Action 3.4 Economic Base Audit
• Analysis of industry change

Action 3.1 Economic Base Audit
• Analysis of socioeconomic trends

Action 2.4 Input–Output (I/O) Analysis
• Develop and analyze the I/O table

Action 2.3 Economic Base Audit
• Strength of the capital asset base

Action 2.2 Economic Base Audit
• Use census-coded telephone data
to map spatial industry clusters

Action 2.1 Economic Base Audit
• Analysis of the legal and economic
policy environment
• Analyze Economic Governance

Action 1: Project Work Plan
• Analyze project management
requirements, personnel, timelines,
and other resources needed
to prepare a local economic
development plan.

ACTIONS

Inputs into city economic development
futures appraisal process

CITY ECONOMIC PROFILE REPORT

Output 4 Economic Constraints Reports
Report on constraints to the development
of the economy:
• Infrastructure
• Natural resources and land
• Institutional governance
• Human capital resources
• Environmental

Output 3 Economics Dynamics
Report on
• Overall and sector industry changes
to structure of economy
• Other socioeconomic changes
• Industry cluster maps
• Competitiveness of the economy
• Summary of business dynamics

Output 2.4 Economic Flows
Gross domestic product, exports,
imports, and consumption

Output 2.3 Capital Stock Report
Current status of capital stock

Output 2.3 Cluster Maps
Cluster spatial plans

Output 2.1 Audit Governance
Report on legislative, governance,
and policies to support local
economic development

Output 2.2 MIS
Inventory of baseline data,
socioeconomic data, maps, and tables

Output 1 Work Plan
• Project Management Work Plan
• Project Management Organization
• Resources Plan

OUTPUTS
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Steps in the Analytical Process
There are four steps in the CEDA process:
Step 1 – Project Work Plan: For city economic development planning processes to be
successful, it is essential that they are well managed, planned, and resourced. Step 1 shows
a list of actions the project manager should follow to prepare a project work plan. The plan
should cover the entire CEDP process. It should describe the organizational and operational
arrangements, tasks and responsibilities, actions, and resources needed to support the work
required to complete the three processes. Computer-based project management software
will enable a schedule of tasks, resources, outputs, and responsibilities to be presented in a
Gantt chart for steps in the three processes.
Step 2 – Baseline Studies: The purpose of this step is to collect and analyze socioeconomic
data on the local economy to provide baseline information for conducting a range of detailed
planning studies. The data and information collected and analyzed, including digital maps
and imagery, should be stored in a database as part of the CEDP management information
system. The flowchart shows the actions necessary to prepare the baseline studies. Four
tools for data collection and analysis, and the outputs produced are shown. The types of
data and information to be collected are described in more detail in Section 4 (see Notes on
Information and Data Collection).
Remember to always have an off-site backup copy of the economic information database.

Step 3 – Economic Dynamics Analysis: The purpose of this step is to gather data and
information to analyze the business dynamics of the local economy especially industry
trends, structural changes, linkage and flow patterns, industry competitiveness factors, and
industry spatial agglomeration, which may indicate the presence of industry clusters. A list
of actions and the six tools used to analyze the local economy are shown in the flowchart.
A report describing the dynamics of the economy should be produced from the analysis.
Step 4 – Constraints Analysis: The purpose of this step is to analyze different constraints
affecting the development of the local economy. These will range from infrastructure
bottlenecks to enabling environmental issues. A list of actions and tools to analyze constraints
on the development of the economy is shown in the flowchart. The output of the analysis
comprises a report and maps showing constraints affecting the development of the economy.
At the conclusion of Step 4, a city economic development profile report should be prepared
as the final output. A template for a possible table of contents for this report is shown in
Appendix A.1.

City Economic Development Futures Appraisal
This process is used to prepare an economic development futures perspective report.
Figure 3 shows the steps and outputs from a city economic development futures appraisal
(CEDFA). Extensive stakeholder input is required in this process. The report provides a
perspective on the future development of the economy. It will include forecasts, modeling,
and scenario testing of economic development options for the likely future development
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Source: Author. 2014.

developing the local economy.

Step 3 Economic Development Futures
Step 5 Economic
Perspective
Report Development Futures
Perspective Report
Purpose:
Purpose:
Prepare
a report that outlines the desired future
directions
pathway
developing
the local
Prepare aand
report
thatfor
outlines
the desired
economy.
future directions and pathway for

the local economy.

Step
Step4 4 Pathways
PathwayAnalysis
Analysis
Purpose:
Purpose:
Evaluate
future
pathways
to develop
the local
Evaluate future pathways
to develop
economy.

to develop the local economy.

Step 2 Scenario Analysis
Step 3 Scenario Analysis
Evaluate future options and scenarios to develop
Evaluate
future options and scenarios
the
local economy.

labor to support the development of the
local economy.

Step 2 Futures Projections and Estimates
Step 2 Futures Projections and Estimates
Purpose:
Purpose: expected trends and produce
Evaluate
Evaluate expected
trends and
projections
for the economy
andproduce
estimates of
projections
for the economy
estimates
demand
for resources,
services,and
and
labor to
support
the development
of the
local economy.
of demand
for resources,
services,
and

development of the local economy.

Step 1 Actions:

Step
4 Act ions:Synthesis
Synthesis
Step
5 Actions:
Synthesize the information and outputs for
Synthesize
the information and outputs for
Steps 1 –4 to prepare an economic
Steps
1–4 to prepare
an economic
development
perspective
report on the
development
economy. perspective report on the
economy.

Step
4 Actions:Pathway
PathwaysAnalysis
Analysis
Step
4 Actions:
Synthesize the information and outputs for
Synthesize
the information and outputs for
step 4 to prepare an economic development
Step
4 to prepare
anon
economic
development
perspective
report
the economy.
perspective report on the economy.

options for the development of the
economy.

Step 3 Actions:
Step
3 Actions:
1. Identify
opportunities
for the for the
1. Identify
opportunities
development
of the
economy.
development
of the
economy.
2. Identify
strategic
development
options
2. Identify
strategic
development
options
for the
of a local
for development
the development
ofeconomy.
a local
economy.
3. Model,
test, and evaluate options to
3. Model, the
test,most
and appropriate
evaluate options
to
determine
options
determine
the of
most
appropriate
for the
development
the economy.

Step 2 Actions:
1. Identify
expected
trends
in growth
the growth
1. Identify
expected
trends
in the
of populations
economy .
of populations
andand
economy.
2. Estimate demand for resources,
2. Estimate demand for resources, human
human capital, strategic infrastructure ,
capital,
andstrategic
economicinfrastructure,
governance. and
economic governance.

Step 2 Actions:

Step 1 Actions:
1. assumptions
List assumptions
to analyze
1. List
usedused
to analyze
the the
future
of the
economy.
future
of the
economy.
2. Identify future factors relating to the
2. Identify
future factors relating to the
capacity of the economy to realize its
capacity
of the economy
development
potential.to realize
its
development
3. Identify risks potential.
and constraints to the
3. Identify
risks and of
constraints
to the
development
the economy.
development of the economy.
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Tool
21: PATHWAY
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Tool 21
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Tool
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Scenario
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1.5: Scenario
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Tools Step 1 Futures Analysis

TOOLS

TOOLS

Tools Step 2: Pathways Analysis

City Economic Development Futures Appraisal Process

Step 1 Futures Analysis
Step 1 Futures Analysis
Purpose:
Purpose:future factors that are most likely to
Evaluate
Evaluatethe
future
factors that
are economy,
most likelyand
to
influence
development
of the
inﬂuence the
of the economy,
formulate
anddevelopment
evalua te options
for the
development
of the
local
economy.
and formulate
and
evaluate
options for the

figure 3

to the economy.

• Synthesis of Steps 1–4 outputs.

Step 5: Report Synthesis
Synthesis
of Steps 1 –4 outputs.
Step 5: Report
Synthesis

strategy options.

Step 4: Futures Analysis Pathways
Step 4: Futures Analysis Pathways
Analyze best pathways for
• Analyze
best pathways
for
implementing
preferred
strategy
implementing
options. preferred

Step 3 : Opportunities and Options

Roundtables, and
industry
Step 3: Opportunities
Optionsfocus
groupsindustry
, and other
techniques
• Roundtables,
focus
groups, to
identify
opportunities
and other techniques to identify and
options to develop the economy.
opportunities and options to develop
Scenario and MCA to evaluate
the economy.
economic development options.
• Scenario and MCA to evaluate
economic development options.

Step 2 .2 : Needs and Demands
Estimates
Analyze
demands
for Estimates
Step
2.2:resource
Needs and
Demands
infrastructure
Analyze resource
demands for
transport
and
communications
• infrastructure
natural resources (land and
• transport and communications
materials)
• natural human
resources
(land and
materials)
resources
development
• human sector
resource
development
industries
• sector industries
community services
• community
services
capital
requirements for the
• capital requirements
for the above
above

Prepare, analyze, and create projections
of demographics and the economy.

Step 2 .1 : Futures P rojections
Prepare , analyze, and create projections
Step
2.1: Futuresand
Projections
of demographics
the economy.

Step
Step1.4:
1.4: Constraints
Constraints and
andRisks
Risks
Analyze
key political,
economic,
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key political,
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and resource constraints to the
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Step 1.6 Output: Futures Options Analysis
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of the local economy. It should include an assessment of risks and constraints affecting the
development options. All assumptions used in modeling and future scenario planning for the
development of the economy should be stated clearly.
The economic development futures perspective report is an important document that
will be used to prepare economic development strategies and plans and to set targets to
monitor and evaluate the performance of these plans. Assumptions used to assess the future
direction for the development of the economy should be reviewed every year and be fed into
the planning process in case a change in strategy is needed. A suggested table of contents for
an economic development perspective report is provided in Appendix A.2.
Steps in the Analytical Process
The five steps in the city economic development futures appraisal (CEDFA) process are
Step 1 – Futures Analysis: This step scans and evaluates trends and future factors likely to
influence the development of the local economy. These need to be considered carefully in
formulating strategies to develop the economy. Futures that need to be considered carefully
are governance, technology, resources, markets, consumption, transport, and social. These
futures can be assessed using different approaches. The best approach is through a workshop
or a series of specialized or themed workshops if the city is large. Evaluating futures is difficult,
as many assumptions must be made about what is likely to happen. Some assumptions will
turn out to be wrong. Future constraints and risks should be analyzed as part of the process.
The analysis is usually undertaken by the project team and specialized teams of experts.
Three actions and tools are shown for this step.
Step 2 – Futures Estimates: The futures analysis above provides the basis for the preparation
of projections and estimates of the demand for resources, labor, consumption, and population
as the economy grows. Some estimates will be produced using an extrapolation of trends
with adjustments. Other estimates and projects will require factoring in various assumptions
identified by the futures analysis. These estimates are likely to be less firm than those based
on long-term stable trends.
Step 3 – Scenario Analysis: This step involves developing and testing options for the future
development of the local economy. A workshop should be convened to identify and develop
scenarios or a range of options for the development of the economy. Scenario options that
are likely to be discussed include economic policies and growth targets, land utilization for
economic functions, economic governance and management, resource management, human
resource development, and financing of development. Some options may involve investigating
a range of alternatives. This may require qualitative and quantitative sensitivity analyses and
testing to be undertaken by more specialized experts to arrive at the preferred option.
Step 4 – Pathway Analysis: This step evaluates future pathways to develop the local economy.
Futures scenario analysis is important in setting strategic options for the development of
the economy. Scenario analysis sorts out what is the best thing to do. Pathway analysis is
concerned with how best to do it. It helps shape the policies and approaches to develop
the economy through specific programs such as infrastructure development. It is used to
clarify policies on the public and private sector delivery of infrastructure; land use planning
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and urban development sequencing; and reforms, capacity building, and human resource
development.
The pathways selected to develop local economies will vary significantly between countries
and cities. Some pathways will involve local and national governments playing a lead role
in the provision of basic infrastructure and establishment of economic enterprise zones
to attract investment and development. Other pathways will involve more market-driven
approaches to economic development led by the private sector. New public–private sector
partnership arrangements are means of sharing costs and risks associated with economic
infrastructure.
The pathways to support city economic development that are most effective are those
focused on building or strengthening core elements of strategic architecture (see Notes on
the Development of Economic Strategic Architecture in Section 4). This usually involves
following pathways focused on creating dynamic business environments, construction of
strategic infrastructure, human resource development, improving the enabling environment,
management of endowed capital and resources, and fostering prosperity and the livability of
cities. Other pathways may be developed to foster innovation, synergies, networks, and catalysts.
The selection of economic development pathways will have a very significant influence on the
competitiveness, investment attractiveness, and the way the local economy grows.
Developing pathways to support local economic development is probably the most difficult
task in the whole local economic development analysis and planning process. In many Asian
cities, local economic development is driven by a socialist market-oriented model, where
the central government has significant control over labor, capital, and markets in the local
economy. In other countries, the approach is more decentralized and competition between
cities is actively encouraged.
The selection of pathways should be considered very carefully. They must provide for
changes, transitions, and adaptations from established economic development paradigms to
new models—especially if local economies are to change from being supply to more demand
driven. A lack of flexibility in the chosen economic development pathways runs the risk of
sending a local economy in a direction that may be very difficult to turn around in the future.
Step 5 – City Economic Development Futures Perspective Report: The purpose of this step
is to prepare a report on future options for the development of the economy. A summary
of this will be used to provide contextual background information in a CEDP. The report
is a synthesis of outputs generated by steps 1 and 2 in the CEDFA process. The report
should be reviewed and the findings confirmed by stakeholders as part of the engagement
process; however, this is not always possible and it can be time-consuming. The CEDFA can
be accelerated by roundtables and focus group discussions with representatives from key
industry and government stakeholders.

Rapid Economic Assessment Tool Kit

City Economic Planning and Development Process
This process is used to prepare a CEDP and supplementary plans to support its
implementation. A CEDP will normally include
(i)

a summary of the local economic development context, providing information on
the structure and changes to an economy; trends, demands, development options,
and pathways;

(ii)

a vision and strategies to develop the economy;

(iii) an action plan of activities, including projects and programs that are listed and
prioritized, together with an explanation of the implementation and funding
arrangements for these;
(iv) a priority investment plan often in the form of an investment prospectus; and
(v)

other outputs including a financing plan, economic governance and monitoring
and evaluation arrangements, industry cluster development and capital works
plans, and public–private sector partnership investment projects.

An important output of the city economic planning and development
Most local economic
(CEPAD) process is the governance arrangements to implement development
the city economic development action and related plans. Good plans fail because
governance arrangements in economic planning are essential for
of poor economic
effective implementation of sector and multisector projects. The governance.
economic governance arrangements should set out clearly the
responsibilities for the management and funding of action plan projects and programs. The
governance arrangements should foster the development of partnerships to encourage
collaboration and resource and information sharing to help reduce costs and risks. For action
plan projects involving public or public–private sector projects, careful consideration should
be given to value for money, due diligence, transparency, and accountability processes.
Figure 4 provides details of outputs generated from CEPAD to produce a CEDP. Appendix A.3
provides a suggested table of contents for a CEDP.
Steps in the Analytical Process
The seven steps in the analytical process are
Step 1 – City Economic Development Project Work Plan: It is useful at this stage in the CEDP
planning process to do a review of the project work plan. This step follows Step 1 in the CEDA
process. Note that adaptation and changes to the action steps may be necessary.
Step 2 – Economic Development Context: This step involves synthesizing the key outputs of
the CEDA and CEDFA processes to prepare a CED context report. The report is an executive
summary of less than 20 pages, which provides contextual information for a CEDP. Where
applicable, reference to more detailed information should be noted. The context report
should provide sufficient background information to give the reader a succinct picture
of the state of the local economy, its futures prospects, and directions identified for its
development. This report will be used during the stakeholder consultative process to define
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Step 6 CED Governance Arrangements
Purpose: Establish governance structures for
plan implementation.

Step 5 CED Priority Investment Plan
Purpose: Prioritize and integrate investment
projects that are of strategic importance to
the development of the economy.

Step 4 CED Action Plan
Purpose: Develop a set of actions for building
key elements of strategic architecture
to support the development of the
local economy.

Step 3 CED Vision and Strategies
Purpose: Set the vision and strategic
directions and means for developing
the economy.

Step 2 City Economic Development (CED)
Context
Purpose: Prepare a local economic
development (LED) summary that provides
context information for the CEDP
and supplementary plans prepared
to implement it.

Step 5 Actions: Priority Investment Plan
1. Use tools to list all action plan projects.
2. Set goals, achievement, feasibility, and
benefits and risk criteria.
3. Use quantitative and qualitative
methods to rank projects.
4. Develop and integrate projects that
will add value to major projects.

Step 4 Actions: CED Action Plan
1. Develop a list of projects identified
through the city economic planning
report, consultation, and analysis.
2. Identify, categorize scope, or scale
timelines, resources, capital, feasibility,
risks, and implementation arrangements
associated with the project.
3. Group projects in terms of short-,
medium-, and long-term projects.

Step 3 Actions: CED Vision and Strategies
1. Vision and strategic direction to be set
by key stakeholders.
2. Option to include public consultation
on economic vision and strategies.

Step 2 Actions: CED Context
1. Public notice about the process and
inviting submissions from stakeholders
and foreign investors.
2. Organize stakeholder inputs.
3. Evaluate public submission inputs.
4. Synthesize the information from the city
economic profile report (CEPR) to
provide relevant information on the
current state and expected future state
of the economy.

Step 1 Actions: CED Strategy Preparation
1. Review the project work plan.
2. Follow Step 1 in the city economic
development analysis (CEDA) process
to review and update the work plan.

ACTIONS

City Economic Planning and Development Process

Step 1 City Economic Development Plan
(CEDP) Project Work Plan
Purpose: Establish the organization
arrangements and program to prepare
the CEDP.

Figure 4

Tool 25: ECONOMIC GOVERNANCE

Tool Step 6: CED Governance
Arrangements

Tool 20: MULTI-CRITERIA ANALYSIS
Tool 24: GOALS ACHIEVEMENT MATRIX

Tool Step 5: Priority Investment Plan

Tool 23: PREPARING ACTION PLANS

Tool Step 4: CED Action Plan

Tool 22: VISION, MISSION,
AND STRATEGIES

Tool Step 3: CED Vision and Strategies

Tool 14: PROBLEM TREE ANALYSIS

Tool Step 2: CED Context

Tool 1: PROJECT PREPARATION
WORK PLAN

Tool Step 1: Work Plan

TOOLS

Analysis Step 6: Governance
• Analyze governance arrangements

Analysis Step 5: Priority Investment
Plan
• Analyze value-adding opportunities
to develop programmatic or
packaged projects
• Identify feasibility of public–private
sector projects

Capital Work Plans; Industry Cluster Plans

Outputs Step 7: CED Plan
• City economic development strategy
• City priority investment plan
• City development marketing prospectus
• Economic governance arrangements

Outputs Step 6: Governance Arrangements
• Organizational plan
• Agency responsibilities

Outputs Step 5: Priority Investment Plan
• Project prioritization investment plan
• Marketing prospectus

Outputs Step 4: CED Action Plan
Action plan lists projects according
to short-, medium-, and long-term
investment requirements
• Resource requirements including costs
• Economic governance arrangements

Outputs Step 3: CED Vision and Strategies
Vision or statement of strategic intent
• Strategic directions or pathways to develop
the economy
• Strategic outcomes (targets) set for
the economy

Analysis Step 3: CED Vision
and Strategies
Identification of key political, economic,
and resources constraints
• Determine priorities for developing
the economy
• Analyze and determine economic
governance arrangements
Analysis Step 4: CED Action Plan
Analysis and grouping projects according
to sector or theme related to
• strategic infrastructure
• human resource capacity
• business dynamics
• resource management
• enabling environments
• quality of life improvements

Outputs Step 2: CED Context
Economic development context for a
strategic economic plan will summarize
• Statement on the local economy
• Repositioning the economy
• Key development challenges to be
overcome to develop the economy
• Realizable development opportunities
• Key strategic intervention required
by the government
• Role of the private and community sectors

Outputs Step 1: CED Strategy Preparation
• CED project management work plan
• Management committee
• Arrangements for stakeholder groups

OUTPUTS

Analysis Step 2: CED Context
• Identify key political, economic, and
resources constraints
• Determine priorities for developing
the economy
• Assess economic governance
arrangements

Analysis Step 1: Work Plan
• Project management problems
• Stakeholder group responsibilities
• Information management
• Monitoring and evaluation
reporting requirements

ANALYSIS
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the CEDP vision, strategies, and the focus of specific actions considered necessary to
support the development of the economy.
Step 3 – Vision and Strategies: The purpose of this step is to prepare a vision statement
and strategies to develop the local economy. There are many tools and guidelines available
free on the web to help facilitators run workshops and
Warning
roundtables to prepare economic visions and strategies
for LED plans. The CEDP project team leader should take Most city economic
into consideration the level of community engagement
development plans tend to be
permitted in the country in preparing the vision
unrealistic in their expectations
statement and strategies. Sometimes, governments may
of what can be achieved. It is
not be open to wider consultation processes. In these better to try and implement a
situations, as broad a cross-section of government and few projects well, than start many
projects and achieve nothing.
business interests as would be permitted to be involved
in this process should be sought.
The process in preparing vision statement and strategies is normally undertaken by organizing
a structured program of workshops and/or focus groups involving key government, industry,
and community stakeholders. These activities also have a purpose of securing ownership
of the planning process by those responsible for implementing the action plan. If it is not
possible to get broad stakeholder engagement in the visioning and strategies preparation
process, a small group of experts comprising local industry and government leaders should
be convened.
The intent of the visioning and strategies development process is to arrive at a common
vision and understanding on how the local economy should be developed. Vision statements,
strategic directions, and strategies should be realistic in terms of their time frame and the
capacity of governments, business, and communities to fund and manage the implementation
of projects and programs included in a CEDP to help develop a city’s economic strategic
architecture (see Notes on the Development of Economic Strategic Architecture).
Step 4 – Economic Development Action Plan: The purpose of this step is to develop a
list of actions (projects1 and program activities, usually noncapital works) to support the
implementation of strategies to develop the local economy. Each proposed action should
be described in sufficient detail to give the reader a clear understanding of the scope and
scale of the action proposed, timeline involved, resource and funding needed, sequencing
and responsibilities of the implementation, and any other relevant information. For further
information on the format of an action plan, see Notes on Preparing Action Plans in Section 4.
The actions and tools to produce an action plan are shown in the flowchart. Every proposed
project and program should be justified before they are included in the action plan.
Justification should be made on the way the proposed action benefits and supports the
vision and strategies of the CEDP and other criteria related to goals of sustainability, value
for money, and impact. Where possible, a broad estimate of cost and resources needed to

1

Projects are normally considered activities that involve construction or development, while programs are more
concerned with improving services delivery. These terms, however, are often interchanged.
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implement each project and program activity should be made. This is useful in trimming the
number of projects and programs that can be funded within the constraints of government
and private sector budgets, and in determining which projects should go to the priority
investment plan (PIP), which is described in the next step.
There is a propensity to develop long lists of projects in local economic development
plans. This should be avoided. Action plan projects should be “bundled” or developed
as a package under a program, rather than having a large number of independently
managed projects. This approach substantially reduces coordination problems and
administration cost overheads.
Step 5 – Priority Investment Plan: This step involves prioritizing projects and programs in an
action plan to produce a PIP, which includes all projects and programs the local government
will agree to support within a set time frame—usually 3–5 years. A subsidiary plan of the
PIP is the capital work program or plan, which focuses on the priority delivery of strategic
infrastructure and other capital works.
In most CEDPs, the initial list of projects and programs prepared for the action plan exceeds
the available resources and funds often set by borrowing limits. It is necessary to reduce
the number of projects and to prioritize them. As noted earlier, bundling or programmatic
arrangements for implementing action plan projects and programs will help overcome many
problems during the execution stage. The pathway analysis conducted under Step 3 of
CEDFA will also significantly influence the shaping and prioritizing of action plan projects
and programs.
Prioritizing action plan projects and programs is a difficult task. While it is desirable that the
process of prioritizing projects and programs is objective, it is becoming increasingly subjective
as it involves making value judgments to compare the costs and benefits of economic and
noneconomic factors. With increased democratization, the process has become much more
complex and engaging.
Prioritizing action plan projects is best undertaken by an informed expert group or panels
of multidiscipline background using tools such as multi-criteria analysis (MCA) or goals
achievement matrix (GAM) methods. The expert panels will evaluate, score, rank, and group
projects against a set of criteria that best meets the CEDP outcomes. The criteria used for
the evaluation normally include the complexity of the project, risks, ease of securing funds,
environmental impacts, sustainability, value adding, employment, related policies, and costs.
The use of the goals achievement matrix analysis technique is an excellent way of
getting politicians and public officials engaged in determining and weighting the criteria
used to analyze and rank projects. During implementation, this helps reduce the cutting
in line of lower-priority projects by arguing it is they that set the criteria and the rules for
selecting projects.
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An important factor in prioritizing actions is to get a reasonable balance and spread of projects
and programs, and not become focused on large sector projects. It is important to group
projects that complement or fit with each other or add value to a major project. For example,
if the local government wants to support a program for the construction of industrial estates
or enterprise zones, these projects could be enhanced by coupling them with other projects
such as a common-user bulk warehouse storage facility or training facilities, or a recycling
plant for water and industrial waste. These supplementary projects add value to the major
project and benefit businesses by helping reduce transaction costs.
Once projects and programs have been ranked and sorted, they should be sequenced in
accordance with annual, 3-year, and 5-year rollover budget plans. Only projects that can be
funded from local government taxes, tolls, or loans within the budget should be included
in the PIP. Once all projects and programs have been short-listed, sorted, and ranked, the
PIP should be prepared. It should indicate clearly projects funded by the public and private
sectors, and those which the government is seeking a joint venture or other public–private
sector partnership arrangement.
Note on Prefeasibility Studies
For some projects and programs, it may be necessary to conduct prefeasibility studies
to determine if they are included in the priority investment plan, or if more research is
required to define their scope, scale, and viability. If prefeasibility study is necessary, see
Notes on Prefeasibility Studies Assessment in Section 4.
Step 6 – Economic Governance: Many LEDPs failed because of poor economic governance
and management. Economic governance can be affected by political interference,
unwillingness of governments to take action on corruption, unwillingness of agencies to
collaborate and share resources and information, and poor project financing arrangement.
Many LEDPs also fail because insufficient attention is given to securing long-term resources
and commitment from agencies involved in the implementation of projects. The failure to
properly cost and enshrine action plan projects and programs into the annual and longerterm budgets leaves many projects unfunded or half-finished because of unavailable funds
or resources.
The economic governance practices used to support the implementation of LEDPs vary
between cities and countries. There is no best practice model which can be applied for
implementing CEDPs; however, there are useful principles that can be followed in establishing
the economic governance system. Notes on Economic Governance Principles can be found
in Section 4.
Step 7 – Economic Development Plan: The final step in the CEPAD process is the economic
development plan itself. The plan should be a short, easy-to-read, well-presented document.
It should be produced in the national language and English, or other international languages,
as necessary. Its purpose is to explain what the city intends to do to develop the economy,
and how it will go about doing it. The plan should include sufficient basic information to
inform the reader about the economy—and where to find more information about it. The
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vision, strategies, and priority actions to support the development of the economy, and the
economic governance arrangements should be presented using easily understandable text
and graphics. Reference should be made to supporting public documents such as reports,
statistics, or multimedia material.

Supplementary Economic Development Plan Outputs
Normally, there are a series of supplementary studies, reports, and plans prepared in
association with the CEDP planning process. The preparation and completion of these may
precede the release of the CEDP. There is no need to complete the entire CEDP process
before starting work on the other outputs. Many of them will run in parallel to planning
processes.
Supplementary outputs that may flow from the CEDP planning process include
•

capital work program or plan,

•

industry cluster development plans,

•

capital financing plan—which sets out public sector borrowing involving loans or the
issue of bonds for infrastructure projects,

•

employment plan outlining the training needs and skills base development programs
to enhance the human capital base of the local economy,

•

business development policy outlining taxation incentives and grants programs to
attract and stimulate targeted economic activities identified in the CEDP,

•

business network partnerships, and

•

market intelligence system designed to keep business and government informed
about new business and market development opportunities and contacts.

The need to prepare these supporting plans should be considered during the CEPAD
Step 1 review process. Smaller cities with populations of less than 250,000 may not have
the capacity or need to prepare auxiliary plans and outputs listed above. Priority may be
given to the preparation of industry cluster and long-term capital funding plans, as these
can help strengthen investor confidence and attract foreign direct capital investment
and development. In the long-term, however, smaller cities should consider developing a
range of auxiliary plans to support the development of the local economy as part of better
economic governance.

Putting the Processes Together
When formulating strategies and actions to develop local economies, it is important to know
the relative strength or competitiveness of factors that provide the capacity for the economy
to develop and grow. The most important local factor in supporting LED is public and private
investment to improve and develop the building blocks of economic strategic architecture.
(See Notes on the Development of Economic Strategic Architecture in Section 4.)
These building blocks are the machinery needed to enable local economies to function and
produce things.
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Strategic architecture is like the inherent map that defines DNA. Within a DNA structure,
there is a set of instructions to combine the nucleotides (string of building blocks) that build
chains of cells that ultimately develop into complete functioning living organisms. There are
many parallels to the DNA in the way economic and biological systems function (Hirshleifer
1977). Most activities to develop a local economy will involve strengthening the building
blocks of strategic architecture to keep the economy going and progressing. If the intent is
to change the direction and pace of development of the local economy, then changes to the
overall design and development of new elements of strategic architecture may be necessary.
In the approach to economic development strategy formulation and action planning
presented in this tool kit, collecting data and information to measure and analyze how well
different elements and attributes of strategic architecture are performing in supporting the
operations of a city’s economy is important. In developing cities, there is a need to understand
quickly what must be done to improve the economy’s performance. Without this knowledge,
it is very difficult to know where and how to intervene strategically to support the growth and
development of the economy.
Figure 5 shows how the CEDA, CEDFA, and CEPAD processes are integrated. Strategies
to support the development of strategic architecture building blocks are formulated and
grouped under various themes. The themes become the umbrella for developing a nest of
substrategies and a program of activities that will be included in the action plan. It is best
to keep the number of strategies for each theme relatively small. (It is suggested that each
theme has two to three strategies; any more and the implementation of a plan becomes too
complex and difficult.) A set of actions is then developed for each subtheme strategy. In
some cases, actions will be linked to more than one strategy.
The next stage in the process is to develop the action plan (see Notes on Preparing Action
Plans on page 127). Actions are categorized into sector, multisector, and cluster projects.
Sector projects generally fall into large infrastructure projects or improvement programs
executed by a single agency. Multisector projects are those with multidiscipline components
and multiagency involvement. Cluster projects involve programmatic activities related to
a sector or multisector project. The final stage in the process is to prioritize projects and
program activities in the action plan.

Getting Started
The work involved in preparing CED studies and plans is significant and should not be
underestimated. A CEDP for a small regional city may take 3–4 months to prepare, depending
on the availability of information and the level of stakeholder consultation involved. CEDP
studies and plans for larger cities will take up to 1 year, or possibly longer, to complete. In
controlling project costs, it is crucial to determine the amount of time, resources, and effort
involved in conducting various studies and in preparing a range of economic development
plans before starting the process.
It is essential that no false expectations are conveyed to stakeholders about the benefits and
outcomes of the process. LED planning is political, and this can lead to delays and widespread
cynicism and a lack of commitment later to completing tasks and actions needed to prepare
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CEDA = city economic development analysis, CEDFA = city economic development futures appraisal,
CEPAD = city economic planning and development.
Source: Author. 2014.

and implement a CEDP. There is no point in starting the process to prepare a CEDP unless
key stakeholders and government leadership are strongly committed to it.
Significant preproject preparation work is necessary before a host government makes a
decision to proceed with preparing a CEDP. This may take a few months to several years.
The identification of the need to prepare a CEDP may arise from a fact-finding mission or
during the formulation of an ODA country program strategy. Some basic investigation work
is necessary to identify key issues and to scope the terms of reference for a project to prepare
a CEDP.
Once an agreement has been reached with the host government, and the funds and
resources have been secured to proceed to prepare a CEDP, the following organizational
steps are recommended to begin the planning process:
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Step 1 – Appointment of Lead Agency: A responsible agency to lead the CEDP planning
process should be appointed by the host government. In some cities, there may be a planning
commission or government agency in charge of economic development matters.
Step 2 – Appointment of a Task Force: A task force should be appointed by the host
government to oversee the management of the plan preparation process. The task force
should comprise representatives from the government, private, and community sectors.
The task force chair should be a well-respected business leader or senior public official,
appointed by and reporting to a senior member of the government. It is important that he or
she be familiar with whole government processes.
Step 3 – Appointment of a Planning and Management Project Team: Once steps 1 and 2
have been completed, a planning and management project team should be appointed. The
team may include experts seconded from the public and private sectors, an independent
consultant, or a combination of the two. The team should be multidisciplinary, made up of
experts in the fields of local economic development; urban governance and infrastructure;
planning, management, and development; finance; human resource development;
environmental management and project management; and media or communications
advisors. The team leader should be a specialist in urban economic development. Ideally, the
team should be accommodated in a single project office.
Step 4 – Mobilization of Stakeholders: An initial workshop involving important stakeholders
should be organized to brainstorm ideas and identify key issues, barriers, and risks to be
addressed during the planning studies and plan preparation processes. (See Notes on
Stakeholder Engagement for an idea of which stakeholders should be involved early in the
process.) The workshop also provides an occasion to identify key sources of information
and data which could be gathered and used in the planning studies and detailed planning
processes. The facilitator and planning team should summarize the findings of the workshop
in a project outline discussion paper circulated to stakeholders who attended the first
mobilization meeting. The discussion paper should describe the agreed purpose, scope, and
scale of activities to be covered in the project work plan to guide the planning process. The
project work plan is the first step of the CEDA process described earlier.
Step 5 – Information Gathering: It is important to sort out the type and quality of data and
information available and need to be gathered for the CEDP before starting this step. The
Notes on Information and Data Collection provides a useful guide to the planning team of
which information and data may need to be collected for various stages of the planning process.
Step 6 – Community Information and Knowledge Management Program: It is important
that the economic development planning and management team prepare information about
the purpose of the CEDP and distribute this widely to public agencies, business, and the
community. A media program should be organized with project newsletters issued at regular
intervals. A website should be established for posting information and receiving comments.
While these practices are not used widely in some countries, and may be discouraged in others,
new telecommunications technology has opened up many avenues for communicating and
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knowledge sharing, and should be used if permitted. It is important to convey to the host
government the importance of marketing what they are doing to international investors and,
especially, expatriates who are often looking for investment opportunities in their homelands.
Key to Success of City Economic Development
The importance given to economic development planning will vary between cities. If a
city wants to attract investment, it needs to promote its unique attributes, be innovative,
and hybridize its economic development base. A city should not replicate what other
cities have done. Following the leader results in playing a game of catch-up, engaging in
a war of discounting in order to try and capture and grow market share. This inevitably
reduces profits for businesses; limits the creation of new ideas, products, and industries;
and results in cities buying business while incurring significant environmental and social
costs. The secret to developing sustainable city economies is to make them more
dynamic, creative, healthy, and competitive places for business and for people to live
and work in (Florida 2000, 2005).

Tools Manual

T

he following section comprises a manual of tools used to collect and analyze economic
data, evaluate future options for the development of city economy, and prepare a city
economic development plan (CEDP) and a range of other plans to implement it. Each
tool is linked to one or more of the steps in the three flowchart figures. Each tool has been
presented using a standard template as shown in the format below.
Tool # Name of Tool

Flowchart Reference

Objectives:
Approach:
Steps:

Insert Graph (optional):

Auxiliary Steps (if any):
Expected Results:
Resources:

Sustainability:

Pointers for Implementation:
References:
Examples:

Some tools included in the manual are well known and used. Others are new and should be
considered as exploratory or developmental tools at this stage. Collectively, the set of tools
will enable the user to gather a great deal of information on local economies, which will assist
city governments in developing economic databases and management information systems
and to prepare strategic action and other economic development plans. Over time, the tool
kit will be enhanced by drawing on lessons and experiences gained from its use.
To use a tool, follow the steps shown in the template. In some cases, the template will
refer to websites or publications where more detailed information can be found. In other
cases, examples or references to examples are given. Some tools include reference to the
supplementary notes in Section 4. It is important to read these notes.
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Tool 1:

PROJECT PREPARATION WORK PLAN

Flowchart Reference: CEDA Step 1

Objective:
To prepare a project management work plan for mobilizing and managing the collection and
analysis of data and information to prepare a city economic profile report and management
information system
Approach:
It is advisable to develop a project work plan when planning and managing the preparation
of a CEDP. It is advisable to use a basic project management package so that tasks, timelines,
responsibilities, and resource requirements to collect and analyze information on the economy can
be properly managed.
Steps:
1. Gain approvals to proceed.
2. Select advisory group of stakeholders.
3. Select and brief the project team.
4. Decide on data to be collected, protocols, and collection timetable.
Auxiliary Steps (if any):
See “Getting Started’ suggestions at the end of Section 2.
Expected Result:
Work plan that will be used by staff and contractors responsible for assigned data collection and
analysis tasks.
Pointers for Implementation:
Create a small core working group to manage implementation. The group should comprise
technical, public relations, and financial management experts. Identify examples of project
management plans that can be used as format to prepare a work plan.
Resources:

Sustainability:

All project tasks and stages should be programmed
and costed out for labor; consultants; and operations
expenses including workshops, travel, procurement,
and miscellaneous items. As a guide, add 5% to the
budget for project contingencies.

Monitoring and evaluation of the
project’s progress during implementation
is essential to ensure logframe outputs
are met according to the work plan.

References:
There are many project management packages available, some of which must be purchased; others
are open sources. The following is a list of some of these sources.
1.

Project Management Plan for Projects

2.

Project Initiation Handbook

3.

http://www.processimpact.com/handbooks.shtml#pihb

4.

Poject Management Software Packages

5.

ADB Manuals: project preparation manual/guideline

Examples:
ADB. 1998. Using the Logical Framework for Sector Analysis and Project Design: A User’s Guide.
http://www.adb.org/Documents/Guidelines/Logical_Framework/default.asp
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Tool 2:

ECONOMIC SNAPSHOT

Flowchart Reference: CEDA Step 2

Objective:
A snapshot provides a basic overview of important economic indicators.
Approach:
The approach will require organizing team members to collect a range of socioeconomic information
Steps:
1. Develop a list of key basic information on the economy that should be collected.
2. Establish an e-database for storing all the data. This database will be part of the project
management information system.
3. Produce a set of tables and graphs showing basic socioeconomic information such as
•

current employment;

•

number of businesses by sectors and location;

•

education and qualification levels;

•

social indicators;

•

grants, budgets, and capital expenditures of public agencies for LED;

•

local poverty rate;

•

health care;

•

tax base;

•

land use; and

•

housing.

Auxiliary Steps (if any):
1. The above information should be supplemented by an analysis of economic development
policies and incentives at the national and local levels to support the development of local
economy.
2. Charts should be produced showing the organizational arrangements and responsibilities
for economic development at the national and local levels and the interrelationship
between them.
3. In many cases, historic data will only be available in print form. It may be necessary to scan
by optical character recognition (OCR) and store these data so that they can be used for
analysis later.
4. If there is very little data available, it will be necessary to conduct socioeconomic survey to
collect baseline information. A household and industry survey questionnaire should be
designed. See notes for preparing socioeconomic surveys.
Expected Results:
•

Snapshots are presented as a series of tables and charts.

•

Analysis of policy environment related to local economic development

•

Budgeting and financing of development

Resources:
•

Project team and some engagement
with stakeholder resources are required
to use this tool.

•

Purchase of data and setting up a
database to capture information will
need to be factored into the budget.

•

If additional socioeconomic data are
to be collected, they should be included
as cost.

Sustainability:
•

Basic data are needed to prepare
plans, monitor and evaluate economic
development performance, and conduct
feasibility studies.

•

Good charts are important for presenting
a picture of the economy to a wide range
of stakeholders.
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Pointers for Implementation:
•

Make sure permission has been obtained to collect data from government agencies.

•

Make sure data are consistent in terms of time periods.

References:
1.

College of Agricultural Sciences. 2003. Using Employment Data to Better Understand Your Local
Economy: Tool 1: Develop a “Snapshot” of Important Local Economic Indicators. University Park, PA:
Agricultural Research and Cooperative Extension, Pennsylvania State University.

2.

A. Lewis 2008. Community Economic Development Preparedness Index (CEDPI). Madison, WI:
Center for Community and Economic Development, University of Wisconsin.
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Tool 3: ENABLING ENVIRONMENT
ASSESSMENT

Flowchart Reference: CEDA Step 2

Objective:
To assess the operational constraints in the enabling environment supporting the operations and
development of the local economy
Approach:
An important part of rapid assessment of economic governance is the clear documentation of
local economic management systems and arrangements. One of the greatest obstacles to business
development in Asian cities is unraveling the complexity of local plans, laws, regulations, and
decision and approval processes. For example, the permit system for land use approval and tax
benefit relief in some Asian countries and cities can take as long as 3 years to complete, and is a
major disincentive to foreign investors.
There is a range of rapid assessment tools available to evaluate the economic management of
cities. The Asia Foundation has developed specialized tools applied in Bangladesh to analyze
local business environments, measure the quality of local economic governance, assess progress
through a set of quantitative and qualitative indicators, and support policy reforms. Local economic
governance indexes (EGIs) (see the 10 indicators below), developed in collaboration with local and
international partners, are one of these tools (Asia Foundation 2010). As stated in its website:
Economic governance indexes (EGI) rank localities (provinces, states, districts)
on factors that impact private sector development. They allow local governments,
communities, the private sector, and nongovernmental organizations to see how
localities compare in terms of economic governance, where they can improve, and
issues that can be addressed through reform and advocacy. EGIs are constructed from
surveys of local business and data from published sources to demonstrate a clear link
between good economic governance and the quality of the local business climate.
Steps:
Use the Bangladesh Economic Governance Index, which provides a very simple and useful tool
for evaluating governance performance of local economies at the district level. There are 10 key
elements of governance measured by the index shown in the table below. By following the steps,
it is relatively easy to develop a picture of the major constraints on the enabling environment of
the local economy.
Economic Governance Subindexes
1. Entry cost: A measure of the time it takes to register and receive licenses to start a business
and the official costs of obtaining all licenses and/or permits.
2. Access to land and security of tenure: A measure of the formal rights to business premises and
the security of tenure once land is properly acquired.
3. Transparency: A measure of whether firms have access to the proper planning and legal
documents necessary to run their business, whether those documents are equitably available,
and whether new policies and laws are communicated to firms and predictably implemented.
4. Time cost of regulatory compliance: A measure of the amount of time firms spend on
bureaucratic compliance and waiting periods, as well as how often firms must undergo
inspections by local regulatory agencies and the duration of inspections.
5. Informal charges: A measure of how much firms pay in informal charges for firm-level
operations as well as for obtaining public procurement contracts, and whether payment of
those extra fees is predictable and leads to the expected results or services.
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6. Participation: A measure of whether firms are informed about existing laws or consulted in the
process of relevant public policy making that affects business, and whether their interests are
represented in policy discussions by business associations.
7. Law and order: A measure of explicit costs incurred by firms due to property lost or stolen
as a result of crime, as well as the implicit costs of preventing crime by paying security and
protection money.
8. Tax administration: A measure of the administrative burden imposed by tax regulation in the
district, extent of compliance, and informal arrangements.
9. Dispute resolution: A measure of the confidence firms have in the fairness and equity of
the legal system, their extent of use of local formal dispute resolution institutions, and the
satisfaction they have in the outcomes of formal and informal modes of dispute resolution in
the area.
10. Local infrastructure: A measure of the quantity and quality of local infrastructure (managed
locally and centrally).
Other indexes have been developed for cross-country assessment (Basu 2003); however, these
focus on national, not city, economic governance, but the indicators could be applied locally.
Expected Result:
An index should be able to identify the extent of government-influenced constraints on private
sector development and economic growth at the city level.
Resources:

Sustainability:

The resources associated with this are in
organizing the expert reference groups to
undertake the analysis, and analyzing the
information.

The index provides useful constraints analysis
of the efficiency of the enabling environment.
By addressing these factors, city economies
can be made more efficient and effective.

Pointers for Implementation:
Make sure the reference groups comprise a broad cross-section of public, private, and community
interests.
References:
1.

Asia Foundation. 2010. Economic Governance Indexes. San Francisco, CA. http://asiafoundation
.org/program/overview/economic-governance-index (retrieved 10 November 2013).

2.

For an analysis of the institutional framework and business enabling environment, see United
States Agency for International Development. 2006. Making Cities Work Assessment and
Implementation Toolkit: Local Economic Development. Washington, DC.

3.

For more advanced tool, see S. R. Basu. 2003. Estimating the Quality of Economic Governance:
A Cross-Country Analysis. Berne: Swiss Society of Economics and Statistics Annual Congress.

Examples:
See Bangladesh Economic Governance Index.

33

34

Tool Kit for Rapid Economic Assessment, Planning, and Development of Cities in Asia

Tool 4:

CLUSTER Spatial MAPPING

Flowchart Reference: CEDA Step 2

Objective:
To identify the spatial concentration and changes in the spatial pattern of industries and business
activities in a region
Approach:
•

Maps showing the spatial distribution and concentration of industries and businesses
by sector

•

Maps showing the spatial change, growth, and migration of industries and businesses
in a region

Steps:
In the study of city economies, there is a tendency to concentrate on the analysis of
sociodemographic and sector industry patterns and change, without reference to their spatial
context. The efficiency and effectiveness of local economies are significantly affected by the spatial
pattern and distribution of economic activities and the linkages that occur between them. Spatial
mapping of economic activities, especially land use activities, is important to develop a deeper
appreciation of the patterns of economic activities that occur in cities and regions, and to provide
explanations about why some businesses choose to locate where they do.
In developing economies, there is little information on the spatial location of economic activities.
There are, however, sources of data that can be captured and processed to prepare spatial maps
showing the geographic concentration of land use activities in cities. Some cities have land and
business tax records, industry census, and yellow pages telephone information that contain useful
spatial information about land use and economic activities. Most of this information is on hard
copy, but with the use of OCR scanning, they can be converted into digital data depicted on a map
using geographic information system (GIS) technology. The spatial location of business activities by
industry type can be plotted by postcode or district-level classification.
Most cities have yellow or business page data containing the names, addresses, and telephone
numbers of categorized business enterprises. Yellow page data can normally be obtained from
telecommunications companies. The increasing demand for internet access means more yellow
page data are available on developing cities. If these data can be obtained electronically, it will not
be difficult to plot the location of industry and business activities by standard industry classification
(SIC). If electronic data are not available, OCR scanning can be undertaken to compile a data set of
business activities.
In using yellow page data, it is useful to aggregate business activities to the two-level SIC for the
purpose of analysis. If time series data are gathered, it is possible to show the spatial migration
and shift in the agglomeration of business activities occurring in a metropolitan region over
a time period.
There are known problems with the use of yellow page data to produce maps showing the location
of business activities, but these can be reduced with supporting land use information, business
tax data, and electricity records if these can be secured. Time series data provide important
insights on geographic concentrations of business activities and may enable the anticipated
demand for infrastructure, community, and business support services activities to be identified.
It is also possible during land use surveys to use a global positioning system (GPS) tracker to
locate businesses by activity type.

Tools Manual

Steps:
1. Identify all sources of digital data, e.g., telephone companies, utility companies, chamber
of commerce members, business tax and property tax records, water and electricity, zoning
maps, and satellite imagery.
2. Identify which data can be procured. It is usually possible to get information on business name,
address, and postcode.
3. Set up the GIS using street, postcode, or other geographic indicators. Try to make this as site
or area specific as possible.
4. Input and code all data by SIC and geographic location. If there are time series data, set these
up to make comparisons later.
5. Produce spatial maps showing the geographic location of business activities by SIC or land
use activity.
6. Analyze the spatial concentration and changes in industry locations.
Auxiliary Steps (if any):
It is often possible to get site- or business-specific data on employment, floor space area, and
energy use. If these are available, they can provide insights into the intensity of land use activities
that will be useful in planning infrastructure and services.
Google maps provide an excellent source of information. They are useful to purchase time series
data to be able to show changes that have occurred in parts of cities.
Expected Results:
•

Maps showing the spatial location of firms by SIC types

•

Time series data on spatial changes in the location and concentration of firms by SIC

Resources:

Sustainability:

To collect information for cluster mapping is
time consuming. It can be expensive if data
analysis below the two-digit SIC level is being
attempted. If additional field survey work
is required, cost can be reduced by using a
handheld GPS and linking this to the GIS or
Google maps.

This mapping tool provides very useful
information on spatial agglomeration of
industries and environmental issues. It can
help identify opportunities to intervene to
solve problems that are constraining economic
development.

Pointers for Implementation:
Industry-cluster mapping is best undertaken after the shift-share (SS) and LQ analyses have been
completed. The results of SS and LQ analyses should identify the leading sectors and subsector
industries that have had a key role in the development of the economy.
Any of the basic GIS software packages can be used to conduct spatial cluster analysis; however,
high-quality equipment and a team of data processors and checkers have to be trained to code,
check, and process the data. If field survey work is required, a simple handheld GPS can be used
to conduct the data collection. In conducting field surveys or satellite remote sensing, it is also
useful to capture other data, such as building area and property valuation, for later use in land use
planning and tax mapping.
References:
1.

Choe, K.-A. and B. H. Roberts. 2011. Competitive Cities in the 21st Century: Cluster-Based Local
Economic Development. Manila: ADB.

2.

Spatial Mapping of Knowledge-Based Developments in Melbourne. See Badenhorst and Scarf
(2010).
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Examples: Case Studies of Industry Cluster Mapping
Dhaka Spatial Concentration of Industries
As part of the analysis undertaken for the City Cluster Economic Development Study of Dhaka,
Bangladesh, yellow page data for three core industries in the economy (ready-made garments,
tanneries, and food and beverage) were collected and coded to two-digit SIC level for the
subdistricts of a metropolitan region. Metropolitan scale maps were prepared showing the spatial
location of the three industry types. This was the first time spatial maps of this kind had been
produced for the Dhaka Metropolitan Region.
From the analysis, it was possible to identify six distinct spatial agglomeration patterns of economic
activities (see Map 1; Choe and Roberts 2011).
The plotting of tanneries was very useful in identifying and spatial location environmental problems
associated with this economic activity.

Map 1

Location of Ready-Made Garment Industries
in Dhaka, Bangladesh

Source: K. Choe and B. H. Roberts. 2011. Competitive Cities in the 21st Century: Cluster-Based Local
Economic Development. Manila: ADB.
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Colombo Spatial Migration of Industries
In order to identify and analyze the spatial concentration and change in the pattern of industry
agglomeration within the Colombo Metropolitan Region, Sri Lanka, GIS technology was used to
plot the location of firms for eight industry sectors for two time periods: 1998 and 2008. Data were
collected from various sources such as detailed land use maps prepared by the Urban Development
Authority; statistical information compiled by the Board of Investment of Sri Lanka; information
collected from the Ministry of Industries; and yellow pages telephone directory.
The spatial locations of industries in the two time periods were plotted using data from the above
data sources. The maps below show the spatial change in the information technology industry
cluster for Colombo in 1998 and 2008. The size of the ellipses shown on GIS maps represents the
concentration of firms. More detailed interrogation of the analysis enabled the magnitude of the
relocation of firms to new areas to be identified, with additional research work involving cluster
meetings revealing some of the reasons for these changes.

Map 2

Spatial Changes in the Distribution of Information Technology
Sector Industries, Colombo, 1998 and 2008

Source: K. Choe and B. H. Roberts. 2011. Competitive Cities in the 21st Century: Cluster-Based Local
Economic Development. Manila: ADB.
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Tool 5:

COMMUNITY CAPITAL STOCKS

Flowchart Reference: CEDA Step 2

Objective:
Evaluate the capacity of local economies to support local economic development through
an assessment of capital stocks
Approach:
Access to and the accumulation of capital are vital for all economies to grow and develop. Many
different types of capital are required to support production activities and economic development.
Knowing the relative strengths and weaknesses of different elements of the capital base
underpinning the operations of a city’s economy is important, as it enables those responsible for
its planning and development to target strategically investments to strengthen the overall capital
base. A number of tools that seek to evaluate the capital stock of city and regional economies
are available. Some are easier to use than others. Most of them involve qualitative assessments
of a range of capital stock attributes present in all economies.
Classical economics equates production or output (Q) as a function of capital (K) and labor (L).
Q= f (K,L)
As the field of economics has evolved, new dimensions of capital have been explored so that
production has become a function of labor (L) and many elements of capital, including financial
(F), natural (N), technology (T), knowledge (K), infrastructure (I), social (Sc), cultural (C), and
spiritual (Sp) capital.
Q= f (L,F, N,T, K, I, Sc, C, Sp)
New types of capital are being added to the equation underpinning the economic development
of cities, such as livability (Abeysekera 2001). These different types of capital, and the role each
plays in developing local economies, are recognized as important factors in attracting skilled people,
investment, and business development in cities and regions (Fallström et al. 2009). Without their
presence, it would be difficult for local economies to remain competitive and develop.
The value of many of these stocks of capital is not easy to quantify, especially in monetary terms.
Collectively, these types of capital make up the ledger of what can be called the capital stock or
equity of a city’s public balance sheet. The richness of the capital stock affects the capacity of a city
to grow, develop, and compete for trade and investment. Increasingly, it is the elements of human
capital in the equation that matters most in driving the development of local economies especially
people engaged as analysts, researchers, and knowledge managers (Reich 1992, 2002).
An important part of city economic analysis is to measure the strength and depth of its capital
stock. It is like a balance capital sheet of a business, except this is prepared for a city. When some
elements of the capital stock are strong, this could represent a significant export and investment
opportunity for an economy. Where stocks are weak, this may indicate the need for imports or
possible leakages of investment or employment in a local economy. A sector-by-sector analysis of
capital stocks can provide evidence of structural capital deficiencies and opportunities for crosssector leveraging of resources. It can also identify possible opportunities for import substitution.
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Evaluating Community Capital
Community capital is the term used to describe the interrelationship between the natural, social,
and built capital that each community shares and uses in a unique way (Hart 1999). Community
capital audits (Darlitz 1998) seek to capture and measure elements of a city or region’s capital
stock. They provide a measure of community preparedness for economic and social development
(Macaulay and Ryan 2003). The preparation of community capital audits normally involves
qualitative assessment of different types of capital using multisector analysis to prepare a balance
sheet, indicating sector and thematic strengths and weaknesses of capital type in a local economy.
As such, community capital audits provide a useful insight into targeting investment and policies by
government and businesses to build up their capital base.
Steps:
The tool preferred to measure community capital in developing cities is the one developed for rural
areas in Australia. It is easily adapted for its simplicity and ease of use. The steps in using this tool
are as follows:
1. Select an expert panel as the working group to undertake the evaluation.
2. Use the conceptual framework developed for Measuring Community Capacity Electronic by
Cheers et al. (2005) at the Centre for Rural and Regional Development, University of South
Australia, to produce a template according to sectors (e.g., primary industries, employment,
and education and training) and capacities (e.g., management and leadership).
3. During the first meeting, brainstorm on the indicators for these capacities and have preliminary
ideas about how capacities might be presented in the template. It is suggested that about
20 capacity indicators be identified, and use these to measure between 11 and 25 industry
sectors. Alternatively, select the key export sectors.
4. Having decided which sectors and capacities would be included, work out how to operationalize
the capacities presented in the template. This means developing indicators for them.
5. In consultation with the expert members, devise a scale to measure their strength, and
indicators for discussion with key industry stakeholders. This is a means of testing the validity
of the assessments by the expert team.
6. Finalize the capacity statements, indicators, scales, sector descriptions, and an introduction
to the template.
7. Graph the outputs generated from the community capacity profile and develop capacitystrengthening strategies to feed into the futures analysis.
Auxiliary Steps (if any):
An alternative community economic development index is the Community Economic
Development Preparedness Index.
Expected Results:
The measuring community capacity electronic template can be used to produce the following:
Overall community
summary report

Overall sector profile

Sector reports

Overall community profile

Overall capacity profile
Overall sector profile
Capacities for the sector
Capacity confidence If–Then statements for the sector
Capacity/Subcapacity comments for each capacity in the sector
Capacity/Subcapacity raw data for each capacity in the sector
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Capacity reports

Overall community profile
Overall capacity profile
Sectors for the capacity
Capacity confidence If–Then statements for the capacity
Capacity/Subcapacity comments for the capacity
Capacity/Subcapacity raw data for the capacity

Resources:

Sustainability:

The main resources required to use the tool
are the running of the expert and community
consultation process.

The tool is useful in identifying key weaknesses
in community capacity to support the
development of local economies. If these
weaknesses can be addressed, the economy
could be made more competitive and
sustainable by identifying capacity-building
projects.

Pointers for Implementation:
The tool requires the identification of an experienced expert panel and key industry stakeholders
to evaluate the findings of the expert panel.
References:
1.

Measuring Community Capacity: An Electronic Audit Tool (Cheers et al. 2005) uses an electronic
template to measure community capacity in rural places, but can be readily adapted for urban
purposes. It is designed specifically to measure community capacity to support industries in
local economies.

2.

Community Economic Development Preparedness Index (Lewis 2008) evaluates
community capital and the preparedness of communities to support economic development.
Note: Although this tool is used for developed economies, it can be adapted for use in developing
city economies.

3.

C. B. Flora et al. 2011. Community Capitals: A Tool for Evaluating Strategic Interventions and
Projects. 6 June. http://intranet.catie.ac.cr/intranet/posgrado/Met%20Cual%20Inv%20accion/
MCIAP2010/Semana7/DocumentosSem710/Community%20Capitals.pdf

4.

C. Grootaert and T. Bastelaer. 2001. Understanding and Measuring Social Capital: A Synthesis
of Findings and Recommendations from the Social Capital Initiative. Social Capital Initiative
Working Paper. No. 24. Washington, DC: World Bank.

Example:
See the template in Measuring Community Capacity: An Electronic Audit Tool (Cheers et al. 2005).
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Tool 6:

INPUT–OUTPUT ANALYSIS

Flowchart Reference: CEDA Step 2
CEDFA Step 2

Objectives:
•

To prepare an input–output table for a local economy

•

To interpret the results of an input–output table

Approach:
Preparing an input–output table will require the appointment of a consultant specialist with
expertise in regional economics and econometrics. Normally, experts can be found in the national
economics accounts office, universities, and local or international consulting firms. There are some
useful references in preparing input–output tables (Clark 2010, Stimson et al. 2006).
The simplest method of preparing an input–output table is to use location quotient analysis to
develop a set of local tables based on an abridged version of the national input–output table. This
estimate is crude, but it does provide a useful table. For more reliable results, it is necessary to
conduct local surveys of businesses and public agencies to gather information on purchase and sale
of goods and services. This is not easy, as many local firms will be reluctant to provide information
of income and expenditures. In some cases, good information can be gained from public companies
and corporations, for example, water and electric companies.
Input–output analysis is widely used as a technique for modeling and analyzing the structure,
operations, and performance of national, regional, and local economies. The input–output tables
provide important information about the way an economy works:
•

They are often the sole source of regional accounts, allowing estimates of gross regional
product and the contribution of each sector to regional economic micro indicators.

•

They provide a picture of the local economy, indicating significant and insignificant
categories of transactions and structural characteristics.

•

They provide an indicator of sector purchasing and sales patterns within a region.

•

They can be used to evaluate the impact of change in an economy that may result from an
event, such as the loss of a major industry or crop, or the development of a new industry
in a region.

Steps:
1. Commission a consultant to prepare a basic local input–output table using available national
or regional data cut down to the local level using location quotient multipliers.
2. If necessary to improve accuracy, commission additional studies to collect data on the local
economy to recalibrate the model. Additional studies may be required to improve the estimate
of local multiplier and flow of local supplies and exports into the local production of goods and
services in the local economy.
3. Examine the economic outputs from each sector of the economy and develop a report on
•

Gross domestic product,

•

gross outputs,

•

exports,

•

imports, and

•
sector employment.
4. Analyze the most important employment and value-added employment sectors of the
local economy.
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Resources:

Sustainability:

The resources and cost of preparing an input–
output table is not easy to estimate. It depends
on the size of the economy, the availability of
data, and the accuracy required. Simple 11 sector
tables can be prepared in 1 month, but more
detailed tables involving over 19 sectors will
require field work and take several months
to prepare.

Input–output tables provide important
information about production in industry
sectors, which drive the development of
the economy. They can be used in scenario
analysis to evaluate sustainability outcomes
of stimulating growth in certain sectors
of the economy.

Pointers for Implementation:
Make sure that there is a competent organization or consultant appointed to prepare the input–
output tables and prepare a report.
References:
1.

D. Clark. 2010. Introduction to Econometric and Input-Output Models. http://www
.economicsnetwork.ac.uk/sites/default/files/Dave%20Clark/1002b.pdf

2.

R. J. Stimson, R. R. Stough, and B. H. Roberts. 2006. Regional Economic Development: Analysis
and Planning Strategy. New York: Springer Verlag.

Example:
The following example is from a study of a large, agriculture-based regional economy in Gympie
in Queensland, Australia (Jensen and West 2002). The data, which were based on dated 1990
information, still provide a useful insight into the preparation of local input–output analysis.
Interpreting the Rows and Columns of the Input–Output Table
An input–output table is a matrix that simply records the production and sale of goods and
services in a community economy for a particular period, normally a year. These are recorded
in a transactions table, showing the transactions (purchases and sales) among the sectors of
the economy. Table 1 shows an economy divided into four sectors: primary, mining, secondary
(manufacturing), and tertiary (services) sectors.
The rows of an input–output table show the pattern of sale or disposal of the output (goods and
services) of each sector. For example, the output of the local secondary (manufacturing) sector
(3) in the sample region in 1991 sold to the primary sector $2.189 million; the mining industry,
$0.589 million; other firms in the manufacturing industry, $24.563 million; and the services sector,
$14.134 million—for a total of $41.475 million sold to local firms for use in the production of
local goods and services. The local manufacturers also sold $33.373 million to local households,
$8.498 million in the form of other final demand (production of capital equipment, changes in
stocks), and $44.806 million in terms of exports from the Gympie region to the rest of the world.
The columns of an input–output table show the pattern of purchases by each sector from all
sectors of the economy. For example, the local manufacturing sector purchased from the local
primary sector (primary output for processing) to the extent of $5.381 million from the local mining
industry ($1.739 million); from other firms in the manufacturing sector ($24.563 million); and
from the local services sector ($11.556 million)—for a total of $43.238 million in purchases from
local firms for the production of goods and services in the region. The manufacturing sector paid
to households in the form of wages, salaries, and other income approximately $23.762 million,
and to other value added that include gross operating surplus or profits, some taxes and dividends
($22.8 million), and imported goods and services with a value of $38.288 million.
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Table 1:

Simple Form of Regional Input–Output Table ($’000)

(Thousands):

1

1,167

9

5,381

505

7,061

2,196

53
(2,118)

119

1,739

37

1,899

81

7,417

7,279

589

24,563

14,134

41,475

33,373

8,498

44,806

128,153

4

1,937

603

11,556

27,586

41,681

98,657

44,691

436,171

228,647

Q2

1,320

43,238

42,262

92,117

Household Income

2,287

1,036

23,762

81,561

108,646

134,308

51,124

7,603

3,335

22,866

105,500

383,049
108,646

Q3

FTE Employment

Output Totals

4
2,189

5,298

Input Totals

18,970

3

Total Intermediate
Sectors

Outside (imports)

9,660

2

Q1

Other Value Added
(taxes, dividends,
use of profits)

Outside (exports)

Other FOD (gross
private investment,
additions to inventories)

Households (consumer
goods sales in region)

4 Tertiary

3 Secondary

2 Mining

1 Primary
Intermediate
sector, by industry

Total Intermediate

Final demand sectors
Intermediate sector, by industry
(thousands)

Q4
62,325

96,128

3,783

7,279

38,228

42,500

86,159

18,970

7,279

128,153

228,647

383,049

272

20

870

2,843

13,084

(1,041)
146,350

10,120

119,332

(1,011)
60,234

84,107
105,500

695,134

( ) = negative.

Three points should be emphasized at this stage:
1. Each cell entry is an interindustry transaction and is therefore a purchase by one sector and a sale by another sector.
2. The row total (total sales) and the column total (total purchases) for each sector are the same. This demonstrates a doubleentry accounting system where profits, etc., are included in Other Value Added as a cost.
3. The transactions refer only to “economic” transactions, i.e., where goods or services are exchanged for money. They do not
include simple “financial” transactions, such as change in landownership, which are simply transfers of land title. In this case,
the economic content would be restricted to the services required to effect the change of title, e.g., the services of the real
estate agent and title registration.
The four quadrants of the input–output table, therefore, represent four different types of transactions that occur in the regional
economy (Table 1):
•

Quadrant 1, the intermediate quadrant, is the regional production system, or the engine of the regional economy. It shows
the interfirm or interindustry linkages, the extent to which the local economy “churns,” or the amount of interdependence
among regional firms.

•

Quadrant 2 is the final use quadrant, and shows how the products of the regional engine (Quadrant 1) are used finally, going
to the “rest of the world,” to regional households, etc.

•

Quadrant 3 is the primary inputs quadrant that shows the source of inputs for the engine, from the rest of the world, from
local labor and capital.

•

Quadrant 4 shows those goods and services that go through the region but have no effect on the local economy.
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Deriving the Gross Regional Product
Gross regional product is defined as the market value of all final goods and services produced within
a metropolitan area in a given period of time. It is derived using two methods, as shown in the table
below using the example from Table 1 on page 43.
Expenditure Method ($ million)
Household
Expenditure
Other Final Demand

Income Method

146,350

Household Income

108,646

60,233

Other Value Added

119,332

GDP

227,978

Plus Exports

105,500

Less Imports

(84,107)

GDP

227,978

( ) = negative, GDP = gross domestic product.
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Tool 7:

Trend Analysis

Flowchart Reference: CEDA Step 3

Objective:
To track the performance of key economic indicators over time in order to identify which sectors
and factors are contributing to the growth, change, or decline of economies
Approach:
A range of tools are used to tabulate and graph changes to the economy. Simple two-variable
data can be presented, such as time series information to more advanced exponential and
multiregression analysis, provided the data are reliable.
Steps:
1. Determine what data are to be analyzed, how they are to be collected, and the format for
storing them.
2. Determine the variables and cross tabulations to be measured, e.g., time, growth, growth and
area, and density.
3. Analyze the data and generate outputs.
Auxiliary Steps (if any):
As noted in the economic snapshot tool, it may be necessary to undertake field surveys or
additional data collection to supplement existing data to enable some types of trend analysis to be
undertaken.
Expected Results:
Series of tables and graphs show trends that will be analyzed to determine what impact these may
have on the future development of the economy should they continue.
Resources:

Sustainability:

Factor in the data analysis the need for possible
survey and supplementary data collection costs.

Basic data are needed to prepare plans,
monitor and evaluate economic development
performance, and conduct feasibility studies.

Pointers for Implementation:
Make sure the data collected from public and official sources are reliable. In some centrally planned
countries, industry data may be given or provided as estimated targets, which could be misleading.
Reference:
M. Shields. 2003. Tool 2: Chart the Historical Performance of Key Economic Indicators: Using Employment
Data to Better Understand Your Local Economy. http://cecd.aers.psu.edu/pubs/Tool%202.pdf
(accessed 6 June 2013).
Example:

Figure 6

Employment Trends, 1990–2000

Local Government

12,861

State Government

Employment sectors

Federal Government

2,639
(4,338)

Services

48,451

Finance, Insurance, and Real Estate

1,134

Retail Trade

29,095

Wholesale Trade

3,995

Transportation and Utilities
Manufacturing

6,892
(7,796)

Construction
Mining

4,595
(5,172)

Agriculture
(20,000)

3,172

(10,000)

—

10,000

20,000

30,000

Increase in the Number of Employees

( ) = negative.
Source: M. Shields. 2003b.

40,000

50,000

60,000
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Tool 8: SHIFT-SHARE ANALYSIS

Flowchart Reference: CEDA Step 3

Objective:
To measure the proportional shifts or relative changes in employment, production, and other
factors between industry sectors in a city economy over time.
Approach:
Shift-share analysis is a simple technique that involves measuring the differences in the proportion
of economic activities occurring over time in different industry or employment sectors. It is used
to estimate the strength of regional events, such as regional policy, by estimating the shift-share
parameters of a region with and without policy change.
Basically, shift-share analysis provides a retrospective view of the causes of regional or community
growth. In its usual application, shift-share analysis divides past regional growth (or decline) into
three components: national growth (Eref) component, industry-mix component (Ei), and the regionspecific (Eloc) or competitive share component. These are also referred to, respectively, as economic
growth, proportional shift, and differential shift. Shift-share or sector change is defined as follows:
Employment (E) changes in local industry [ i ]for period, say, from 1990 to 2000
= [Erefy2/Erefy1 -1] + [Eiy2 /Eiy1 - Erefy2/Erefy1] + [Elociy2/Elociy1 - Erefy2/Erefy1]
Economic Growth regional/proportional shift

competitive/differential shift

where y1 is the historic refinance year and y2 is the year of the most recent data.
Steps:
1. Collect sector industry data for two time periods.
2. Develop a spreadsheet and insert data in rows and columns.
3. Apply the above formulas to measure shift-share.
4. Graph the analysis using a bar chart application.
Expected Results:
•

Table and graph showing the national, industry, and regional specific shift in industry change

•

Analysis showing an assessment of which industry sectors have been playing key roles in the
growth and development of the economy and which sectors are declining.

Resources:

Sustainability:

Cost involved in purchasing and analyzing data,
provided data are available

Identifies sectors of the economy likely to
continue supporting its development

References:
1.

A good practical tool for Shift-Share Analysis is M. Shields. 2003. Using Employment Data to
Better Understand Your Local Economy: Tool 4. Shift-Share Analysis Helps Identify Local Growth
Engines. Pittsburgh, PA: Pennsylvania State University.

2.

Blakely and Leigh (2010) shows a good example of the application of shift-share and location
quotient analysis.
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Example:

Figure 7

%

–20
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–80
–100

Source: ADB. 2010b.

Shift-Share Analysis, Delhi Capital Region, 1998–2005

80
60
40
20
68.10
35.95

–23.70
–28.31
43.13

0

–4.25
–33.47
–7.66
–6.59

–74.52

47

48

Tool Kit for Rapid Economic Assessment, Planning, and Development of Cities in Asia

Tool 9: LOCATION QUOTIENT

Flowchart Reference: CEDA Step 3

Objectives:
•

To assess the relative specialization of the region in selected industry categories, or sectors

•

To identify key industry clusters

Approach:
Location quotients are used widely to compare a region’s relative position to the nation or
state through a measurement of the magnitudes of a wide range of economic activities, such
as employment, industry production, investment, gross regional product, wages, research and
development, skills, and education. Location quotient analysis is thus a measure of a community’s
degree of self-sufficiency or specialty in an industry sector, in comparison to a higher (national or
state) economy. If the local economy is seen to be less specialized in some industries than other
local economies, this could indicate a market gap or market imperfection, which in turn could indicate
an opportunity for a new industry or for the expansion of an existing industry.
For an initial industrial targeting analysis, three types of data are helpful. These are
•

measures of size (employment, earnings, or regional product);

•

measures of the changes in size (changes in employment, earnings, or regional product); and

•

measures of the relative importance of sectors.

Location quotients are well-known measures of the relative importance of sectors compared to
their importance in a larger frame of reference as described above. The location quotient (LQ) is
computed as follows:
LQir = (Eir/Er)/(EiN/EN) where:
Eir

=
=

total employment in region r

EiN

=

employment in sector i in the reference area (N = national)

=

total employment in the national reference area

Er

EN

employment in sector i in region r

Measures of scale other than employment can be used, for example, earnings and gross regional
product.
The location quotient is normally expressed in terms of employment, since employment data are
usually more readily available. Other variables, however, can be used. Location quotient is simply a
comparison of two ratios: the percentage of total community employment, which is in the industry i
under analysis, and the percentage of total national (or state) employment, which is in that industry.
Sector LQ>1 suggests a city is engaged in export-related activities into national or international
markets. LQ>2 is a strong indicator of a significant export industry.
LQ< 1 is an indicator of a net import sector .
Steps:
1. Collect sector or standard industry classification (SIC) employment, gross domestic product,
or production data on city and national economy at two-digit level for industry sectors
between 11 and 25.
2. Set up a template for conducting the location quotient analysis using the above formula.
3. Input the data, and the location quotient analysis will be done automatically.
4. Prepare a brief report analyzing the results.
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Auxiliary Steps:
1. Identify which sectors of the economy have the highest location quotients and undertake a
more detailed subsector analysis at two to four SIC levels, if the data are available.
2. Identify the supply chain linkages between industries that have the highest location quotients.
This will indicate the presence of clusters; usually, there will be two or three.
3. Prepare a report on the results of the more detailed analysis, identifying if the location
quotients are of mainly regional, national, or international significance.
Expected Results:
•

Location quotient table and graphic presentation

•

Identification of significant differences in location quotients for industry sectors

•

Identification of key industry clusters

Resources:

Sustainability:

Cost of analysis to be factored into the work
program. More detailed data may be needed if
location quotient analysis is to be conducted for
industry clusters.

Industry sectors with LQ>1.5 are those likely
to be the major drivers of future economic
activity. LQ>3 are those likely to be engaged in
international exports.

Pointers for Implementation:
Need experienced statistical urban economists to conduct the location quotient and prepare a
report on the analysis.
References:
1.

Notes adapted from R. J. Stimson, R. R. Stough, and B. H. Roberts. 2006. Regional Economic
Development: Analysis and Planning Strategy. 2nd ed. New York: Springer Verlag.

2.

E. J. Blakely and N. G. Leigh. 2010. Planning Local Economic Development: Theory and Practice.
Los Angeles, CA: SAGE Publications.

3.

M. Shields. 2003. Using Employment Data to Better Understand Your Local Economy: Tool 3. Use
Location Quotients to Identify Local Strengths, Opportunities, and Industry Clusters. http://cecd
.aers.psu.edu/pubs/Tool%203.pdf

Examples: Location Quotient Sector Industries, Dhaka Capital Region (1996 and 2000)
Location
Quotient
in 1996

Location
Quotient
in 2000

Difference

Agriculture

0.20

0.21

0.01

Mining and Quarrying

0.07

0.13

0.06

Manufacturing

2.23

2.24

0.01

Electricity, Gas, and Water Supply

1.50

1.37

(0.13)

Construction

0.59

0.59

Wholesale and Retail Trade

1.32

1.24

Hotels and Restaurants

1.39

1.39

Transport, Storage, and Communication

1.32

1.39

0.07

Bank, Insurance, and Financial Institutions

1.58

1.65

0.07

Real Estate, Renting, and Business

0.92

0.96

0.04

Public Administration and Defense

1.71

1.72

0.01

Education

0.50

0.49

(0.01)

Health and Social Work

0.71

0.72

0.01

Community, Social, and Personal Services

0.51

0.52

0.01

Sector

( ) = negative.
Source: ADB. 2010a.

(0.08)
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Tool 10:

Shift-Share and Location
Quotient Analysis
(BUBBLE ANALYSIS)

Flowchart Reference: CEDA Step 3

Objective:
To evaluate sector industries driving the development of local economies
Approach:
Shift-share analysis provides an indication of proportional changes in sector industry activities in
a local economy over a predetermined time period. On the other hand, location quotient analysis
provides an indication of the level of self-sufficiency or representation of economic activities in a
local economy. These two techniques provide valuable information about the competitiveness and
performance of a local economy.
Combining these techniques to plot the percentage change in sector economic activity relative to
its location quotient provides a useful insight into the importance and likely emerging contribution
a sector or industry cluster may play to the future development of the local economy. Shift-share
and location quotient (SSLQ) analysis can be done by using a simple software application from
a spreadsheet combining three variables: location quotient, proportional change, and size of an
industry. This produces a bubble diagram which shows the relative importance of sector industries
that are the main drivers of economic development activity.
Steps:
1. Conduct the SSLQ analysis for two different time periods.
2. Develop a table with the shift-share changes on the x-axis and the percentage change in the
location quotient on the y-axis. Add a column to the table showing the absolute number of the
variable (sector employment or GDP).
3. Using a spreadsheet with graphics facilities produces a bubble diagram. The circles are the
absolute numbers of the sectors. The bigger the circle, the larger the industry.
Auxiliary Steps (if any):
For more detailed analysis at three- or four-digit SIC level, it will be necessary to order special data
runs from the national census agency.
Expected Result:
Bubble diagram showing size and relative shift in the importance of industry sectors and clusters in
a local economy.
Resources:

Sustainability:

This analysis is usually undertaken with SSLQ
analysis, so there are minimal costs associated
with it.

Location quotient analysis provides a good
indicator of the relative importance of lead
growth sectors and industry clusters in the
economy.

Reference:
D. F. Primont and B. Domazlicky. 2008. Industry Cluster Analysis for the Southeast Missouri Region.
http://www6.semo.edu/cebr/studies/Southeast_rpc_industry_cluster_study_1.pdf
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Case Study Example: Bubble Analysis Colombo Economy
An SSLQ or bubble analysis was conducted to investigate changes in the Colombo economy as
part of the City Cluster Economic Development Study for Sri Lanka. Figure 8 shows the percentage
change in the growth of industry sectors, which is plotted against the location quotient for
the sector in 2006. Figure 8 is a bubble diagram graph showing SSLQ analysis of the Colombo
Metropolitan Region economy. The size of the circle depicts the level of employment for the
respective industry sectors.

Table 2

Shift-Share Growth and Location Quotient by Employment for Colombo
Shift-Share (%)
Growth,
1998–2006

Sector

Location
Quotient,
2006

Employment,
2006

Wholesale and Retail

11

1.4

437,603

Construction

13

1.2

156,457

Rubber and Plastic Products

33

1.7

29,116

Finance, Insurance, and Real Estate

(6)

2.0

143,193

Hotels and Restaurants

(3)

1.4

55,416

Transport, Storage, and Communication

(9)

1.4

177,980

IT and IT-Enabled Services

5

2.8

27,934

Education

(1)

1.0

90,202

(29)

1.8

282,881

Textiles and Apparel
( ) = negative, IT = information technology.
Source: ADB. 2010c.

Figure 8

Shift-Share and Location Quotient (Bubble) Analysis
Structural Change Bubble Colombo Economy
3.5
IT and IT-enabled Services

3
Textiles and Apparel
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Shift-Share Change, 1997–2006

IT = information technology.
Source: K. Choe and B. H. Roberts. 2011. Competitive Cities in the 21st Century: Cluster-Based Local
Economic Development. Manila: ADB.
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Tool 11:

CITY COMPETITIVENESS

Flowchart Reference: CEDA Step 3

Objective:
To assess the competitiveness of economic drivers in a local economy
Approach:
Classical SWOT (strengths, weaknesses, opportunities, and threats) analysis often takes
a holistic approach to evaluate the competitiveness and weaknesses of a local economy.
However, it is important to identify the strengths and weaknesses of specific economic drivers
of a local economy—especially in relation to the way they affect different industry sectors. The
competitiveness and development of local economies are underpinned strongly by the strength of
drivers that support the export and endogenous growth-based industry sectors.
Using multisector analysis (MSA) tool matrix as shown below (see tool), it is possible to evaluate
broadly regional drivers or factors of competitiveness on a sector-by-sector basis. Multisector
competitiveness analysis involves the development of a list of key drivers that provide the criteria to
assess the competitiveness of different sectors of an economy. Table 3 lists some indicators of the
key drivers of competitiveness underpinning the development of a local economy.
Sector1

Sector2

Sector3

Sector

∑

Driver1

3

4

4

4.12

Driver2

2

1

2

3.75

Driveri

4

3

∑
Average

3

2.66

The process involves an expert group evaluating the relative strengths and weaknesses of each
driver for a selected number of industry sectors that make up a city’s economy. The scoring system
is as follows:
5 = Strong (globally competitive)
4 = Some strengths
3 = Neutral (meets local needs)
2 = Weaknesses
1 = Very Weak
0 = Insignificant or not applicable
The scores for all criteria for each industry sector should be set out in a matrix. The expert group
should evaluate which score best fits the situation for each square. For example, using the driver
Domestic Economic Strengths, the three attributes shown in the table will be evaluated for each
industry sector. When all squares in the matrix have been filled in, the row and column scores will
be added and averaged to produce an index score out of 1 for each driver and sector. These can be
produced in a graph to show the relative significance of industry sectors and drivers.
Because some sectors of every economy make a greater contribution to its development than
others, it is useful to weight the scores of the most important industry sectors in proportion
to employment representation or gross regional product, if this is known. This avoids giving
overemphasis to industry sectors that make lesser contribution to the economy. A revised matrix
is then developed, and the competitiveness scores are produced for the sector industries.
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Table 3

Examples of Drivers and Criteria in Multisector Analysis

Drivers of Competitiveness

Criteria Used to Assess
Strengths and Weaknesses

Domestic Economic Strengths
Performance of Industry Sector
Diversification of Economic Activities
Value-Adding Contribution
Trade Orientation
Trade Performance (National)
Trade Performance (International)
Proximity to Markets
Investment Attractiveness
Openness to Foreign Investment
International Business Alliances (Sister City)
National Business Alliances
Technology and Development
Research and Development Activities
Collaborative Research Activities
Human Resource Development
Higher Education and Training Facilities
Diversity of Skill Base
Concentrations of Expertise
Social Capital
Leadership
Community/Business Associations
Openness to New Ideas and Technology
Wages and Salaries
Quality of Life
Management
Capabilities and Experience
Entrepreneurship
Product Quality Assurance
Business Productivity
Marketing Expertise and Experience
Industrial Relations
Environmental Management
continued on next page
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Table 3 continued

Drivers of Competitiveness

Criteria Used to Assess
Strengths and Weaknesses

Capital Finance
Access to Finance
Total Indebtedness
Governance
Dependence on Government Support
Regulatory Environment
Autonomy of Decision Making
Industry Support Facilities
Strength of Political Representation
Resources
Strength of Natural Resources
Energy Utilization
Infrastructure
Municipal Services
Communications Infrastructure
Transport Facilities
Transportation/Communications Costs
Source: Author. 2014.

Weighting:
It may be necessary to weight the scores of some industry sectors if the proportional size and
importance of them in a city or region’s economy is large; for example, if the economy is dominated
by one or two large industry sectors. This will give a more reliable estimate of the relative
competitiveness and likely importance that each industry sector has upon the performance and
future development of the economy. See MSA tool 20 for weighting criteria.
Steps:
1. If the analysis is to be restricted to few important export and endogenous sectors of the
economy, select a small expert panel to conduct the analysis.
2. If the economy is large, use sector industry panels of experts to conduct the competitiveness
studies. This is useful if it is intended to do separate studies of industry clusters.
3. Use the basic MSA matrix template and list all sectors and drivers to be measured. Table 3 is a
summary of the key drivers used in the competitiveness study in a Philippine city.
4. Begin filling in all the squares in the matrix. (Indicate a 0 for “not applicable” and disregard
when determining the average column or row score.)
5. Conduct the evaluation and process. The results can be graphed and analyzed using the
approach shown in the example.
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Auxiliary Steps (if any):
Talk to industry associations, public agencies, and academics about the most suitable experts and
officials to include in the expert panels.
Expected Results:
Table and graphs showing the most competitive industry sectors and most competitive attributes
of the economy
Resources:

Sustainability:

Minimal resources are required to use this tool.

Provides important information about strength
and weakness of attributes of competitiveness,
which are key drivers of the economy.

Pointers for Implementation:
•

It is important to find the right people with the expertise to use this tool.

•

It is not necessary to evaluate every industry sector, only those that have key roles in the
development of the base economy or endogenous growth.

•

It is only necessary to weight scores if there are significant differences in the size and
importance of industry sectors.

References:
1.

R. E. Magdaluyo et al. 2001. An Inquiry into the Competitiveness of Emerging Philippine Cities.
Research Papers Series. RP2001-01. Canberra: East Asian Bureau of Economic Research, ANU.

2.

P. Ni, P. K. Kresl, and C. P. Vaughan. 2010. Global Urban Competitiveness Report (2009–2010).
Global Urban Competitiveness Project. Beijing: Social Sciences Academic Press.
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Examples:
Case Study of Multisector Analysis: Competitiveness Analysis of the Colombo Economy
As part of the City Cluster Economic Development Project for Sri Lanka, a multisector criteria
analysis was conducted for the Colombo Metropolitan Region (CMR) economy in 2009.
The MSA spreadsheet basically consisted of 25 rows and 16 columns. The rows consisted of
25 competitiveness attributes (rows) grouped under six key drivers. Each attribute was evaluated
for 16 selected industry sectors (columns) of the CMR economy.
An MSA score sheet was used to develop a set of competitiveness attributes scores for each
industry sector. Weights were applied to each attribute. Two MSA tables were produced: the first
with the raw scores, and the second with the weights (see Tables 4 and 5). The second is the
weighted score matrix, which identifies the strongest and weakest attributes in an economy. The
index was developed by dividing the average score for a column or row by the maximum score
to create an index reduced to a scale ranging from 0 to 1 (with 1 indicating the highest level of
competitiveness). The competitiveness of the 16 industry sectors is shown in Figure 9.

Multisector Analysis of the Competitiveness of Industry Sectors,
Colombo Metropolitan Region

Competitiveness Index Score

Figure 9
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The most competitive industry sectors (with over 0.6 index value) in the CMR were textile and
apparel (0.68); financial, insurance, and real estate (0.66); information technology-enabled
services (0.65); hotels and restaurants (0.64); transport and communication (0.62); and rubber
and plastic products (0.59).
The relative strengths of the 25 competitiveness attributes are shown in Choe and Roberts (2011).
The most competitive attributes or strengths (with over 0.65 index value) in the CMR were
transportation and logistics (0.71), investment promotion and development support (0.71), security
of employment (0.69), institutional leaderships (0.69), business dynamics and leadership (0.66),
efficiency and availability of public utilities (0.65), and workplace health and safety conditions (0.65).
The least competitive attributes (weaknesses) with an index score of below 0.53 include skills
enhancement programs (0.41), cost of utility services (0.43), informal fees and corruption (0.43),
land for development (0.43), legislation and regulation reforms (0.45), business tax burden (0.46),
business regulation procedures (0.53), and available human resources (0.53). These are considered
major weaknesses in the economy that warrant attention to rectify the situation. Policy reform
initiatives are needed to improve these rankings and to make the CMR economy more competitive.
Not all attributes of a city’s or metropolitan region’s competitiveness will carry the same importance
in terms of contributing to the development of the economy. It is common to weight either
the attributes of competitiveness or industry sectors or both to develop a weighted matrix.
Table 5 shows the weighted matrix applied to Table 4. From this revised index of industry and
competitiveness can be developed and revised graphs produced. A weighted matrix takes more
time to develop, but is often a better reflection of the true level of competitiveness of the economy.

Figure 10

Multisector Analysis of the Competitiveness of Industry Sectors,
Colombo Metropolitan Region
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Business Growth
and Performance
Access to Financing
Business Dynamics
and Leadership
Export Focus
Network and Business
Collaboration

{

Cost of Utility Services
Access to Capital

{

Informal Fees
and Corruption

Workforce Skill Base
Available Human Resources
Skills-Enhancement
Programs

Land for Development
Hierarchical Structure
of Decision Making
Investment Promotion and
Development Support
Transparency of Local
Government Units in dealing
with business
Legislation and Regulation
Reforms
Institutional Leaderships
Environmental Issues
Security of Employment
Workplace Health and
Safety Conditions

{

Environmental Facilities

{

Efficiency and Availability
Public Utilities

{

Transportation and Logistics

1

2

3

4

5

6

Average

Rank

3

3

2

2

3

2

4.0

2

3

3

3

2

3

3

3

5.0

2

2

2

1

3

2

2

2

5.0

2

2

2

2

2

2

2

2

4.5

3

4

2

2

2

3

2

2

3.5

3

3

2

2

2

3

1

1

3.0

3

4

2

2

2

3

1

2

3.5

2

4

2

2

3

4

2

2

4.0

3

5

2

2

3

5

2

2

4.5

1

4

1

1

2

3

1

2

3.5

3

4

3

3

2

3

2

3

4.0

2

4

2

2

2

3

2

2

4.5

1

3

1

2

2

2

1

1

4.5

3

4

3

3

4

4

3

3

4.0

3

3

3

3

3

3

3

3

3.5

2

4

2

3

2

3

3

3

4.0

2

3

2

2

2

3

2

2

4.0

2

4

3

3

3

4

2

4

4.0

4

4

3

2

2

4

2

4

3.5

3

3

3

3

2

3

3

3

4.5

2

3

2

2

2

3

2

2

3.0

3

4

3

3

3

4

2

3

4.5

2

4

3

3

2

2

3

3

3.0

4

4

4

4

2

3

3

3

3.5

3

4

3

3

2

3

3

4

2.40

3.40

2.32

2.30

2.24

2.96

2.08

2.40

0.48

0.68

0.46

0.46

0.45

0.59

0.42

0.48

13

1

2

3

15

8

0 Not Applicable

1. Cost of Doing Business

4. Infrastructure

1 Very Weak

2. Dynamics of Local Economy

5. Responsiveness of Government to Business Needs

2 Weak < Nationally Competitive

3. Human Resources and Training

6. Quality of Life

5 Very Strong (Internationally Competitive)

Fabricated
Metal Products

2

Drivers

4 Strong > Nationally Competitive

Basic Metals

3

Indicators

3 Medium (Nationally Competitive)

Rubber and
Plastic Products

Chemicals
and Chemical
Products

5.0

100

Index

Publishing and
Printing

{

Business Regulation
Procedures

Paper and Paper
Products

Key Drivers

Business Tax Burden

Textiles and
Apparel

Attributes

Food and
Beverages

Multisector Analysis of Strength of Competitiveness Attributes (Raw Score) of Colombo Economy
Proportion of
Total Score

Table 4
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16

14

Financial,
Insurance, and
Real Estate

Transport,
Storage, and
Communication

Wholesale and
Retail Trade

Rank

3

2

2

2

2

2

2

2.31

0.46

20

3

3

2

3

2

2

3

2

2.63

0.53

16

1

1

2

3

2

4

1

4

2.13

0.43

22

2

2

2

2

2

3

3

2

2.13

0.43

23

3

3

3

3

3

4

4

4

2.94

0.59

12

2

3

2

3

4

3

5

4

2.69

0.54

17

Information
TechnologyEnabled
Services

Index

2

Hotels and
Restaurants

Construction
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Furniture

Electrical
Machinery and
Apparatus
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Average

3

2

3

3

3

3

4

4

2.75

0.55

14

3

4

4

4

5

5

3

4

3.31

0.66

6

3

4

1

2

2

2

3

2

2.69

0.54

15

2

3

2

2

4

3

5

4

2.50

0.50

19

3

3

3

3

3

3

2

3

2.88

0.58

13

2

3

3

3

3

3

3

3

2.63

0.53

18

2

3

2

2

3

3

2

3

2.06

0.41

25

4

4

3

4

4

4

3

4

3.56

0.71

1

3

3

3

3

4

4

4

4

3.25

0.65

7

4

3

3

3

4

4

4

4

3.19

0.64

9

2

2

2

2

2

2

2

2

2.13

0.43

24

4

4

3

4

4

3

3

4

3.38

0.68

5

4

3

4

3

5

3

5

5

3.56

0.71

2

3

2

3

4

4

3

4

3

3.06

0.61

11

3

3

2

2

2

2

2

2

2.25

0.45

21

3

4

4

3

4

4

4

4

3.44

0.69

3

3

3

3

4

3

4

4

4

3.13

0.63

10

3

4

2

4

4

3

4

4

3.44

0.69

4

4

3

2

3

4

3

4

4

3.25

0.65

8

2.72

2.92

2.48

2.80

3.12

3.04

3.16

3.28

0.54

0.58

0.50

0.56

0.62

0.61

0.63

0.66

11

9

6

7

5

4

12

10
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Access to Capital
Business Growth and Performance

{

Access to Financing
Business Dynamics and Leadership
Export Focus
Network and Business Collaboration
Workforce Skill Base

{

Available Human Resources
Skills-Enhancement Programs

{

Efficiency and Availability Public Utilities
Environmental Facilities
Land for Development
Hierarchical Structure of Decision Making
Investment Promotion and Development Support
Transparency of Local Government Units in
dealing with business
Legislation and Regulation Reforms

Environmental Issues

{

Institutional Leaderships

{

Transportation and Logistics

1

2

3

4

5

Rubber and Plastic
Products

3.03

2.02

3.03

3.03

2.02

2.02

3.03

2.00

3.00

3.00

3.00

2.00

3.00

3.00

Basic Metals

Chemicals and
Chemical Products

{

Informal Fees and Corruption
Cost of Utility Services

1.01
1.00

Paper and Paper
Products

Business Tax Burden
Business Regulation Procedures

Textiles and Apparel

Key Drivers

Food and Beverages

Attributes

Publishing and Printing

Multisector Analysis of Strength of Competitiveness Attributes (Weighted Score) of Colombo Economy

Weight

Table 5
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1.01

2.02

2.02

2.02

1.01

3.03

2.02

2.02

1.01

2.02

2.02

2.02

2.02

2.02

2.02

2.02

1.01

3.02

4.02

2.01

2.01

2.01

3.02

2.01

1.00

2.99

2.99

1.99

1.99

1.99

2.99

1.00

0.99

2.97

3.96

1.98

1.98

1.98

2.97

0.99

1.00

1.99

3.98

1.99

1.99

2.99

3.98

1.99

1.00

3.00

5.00

2.00

2.00

3.00

5.00

2.00

1.01

1.01

4.02

1.01

1.01

2.01

3.02

1.01

1.00

2.99

3.98

2.99

2.99

1.99

2.99

1.99

1.00

2.00

4.00

2.00

2.00

2.00

3.00

2.00

1.01

1.01

3.02

1.01

2.01

2.01

2.01

1.01

1.01

3.02

4.02

3.02

3.02

4.02

4.02

3.06

1.00

3.00

3.00

3.00

3.00

3.00

3.00

3.00

1.00

1.99

3.98

1.99

2.99

1.99

2.99

2.99

1.00

2.00

3.00

2.00

2.00

2.00

3.00

2.00

1.00

2.00

4.00

3.00

3.00

3.00

4.00

2.00

1.00

4.00

4.00

3.00

2.00

2.00

4.00

2.00

1.00

2.99

2.99

2.99

2.99

1.99

2.99

2.99

1.01

2.01

3.01

2.01

2.01

2.01

3.02

2.01

0.99

2.97

3.96

2.97

2.97

2.97

3.96

1.98

1.01

2.01

4.02

3.02

3.02

2.01

2.01

3.02

0.99

3.96

3.96

3.96

3.96

1.98

2.97

2.97

1.00

2.99

3.98

2.99

2.99

1.99

2.99

2.99

1.00

2.50

3.50

2.40

2.40

2.30

3.10

2.20

Index

0.50

0.70

0.49

0.46

0.62

Rank

11

1

13

15

6

Security of Employment
Workplace Health and Safety Conditions

6

Average

1. Cost of Doing Business
2. Dynamics of Local Economy
3. Human Resources and Training
4. Infrastructure
5. Responsiveness of Government to Business Needs
6. Quality of Life

Note: Numbers may not sum precisely because of rounding.
Source: K. Choe and B. H. Roberts. 2012.

0.49
14

0.44
16

Construction

Wholesale and Retail
Trade

Hotels and Restaurants

Transport, Storage,
and Communication

Information Technology
-Enabled Services

Financial, Insurance,
and Real Estate

Average

2.02

2.02

3.03

2.02

2.02

2.02

2.02

2.02

2.02

2.34

0.47

20

3.00

3.00

3.00

2.00

3.00

2.00

2.00

3.00

2.00

2.63

0.53

18

Furniture

Electrical Machinery
and Apparatus
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Fabricated Metal
Products
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Index

Rank

2.02

1.01

1.01

2.02

3.03

2.02

4.04

1.01

4.04

2.15

0.43

22

2.02

2.02

2.02

2.02

2.02

2.02

3.03

3.03

2.02

2.15

0.43

23

2.01

3.02

3.02

3.06

3.06

3.06

4.02

4.02

4.02

2.95

0.59

12

1.00

1.99

2.99

1.99

2.99

3.98

2.99

4.98

3.98

2.67

0.53

16

1.98

2.97

1.98

2.97

2.97

2.97

2.97

3.96

3.96

2.72

0.54

14

1.99

2.99

3.98

3.98

3.98

4.98

4.98

2.99

3.98

3.30

0.66

6

2.00

3.00

4.00

1.00

2.00

2.00

2.00

3.00

2.00

2.69

0.54

15

2.01

2.01

3.02

2.01

2.01

4.02

3.02

5.03

4.02

2.51

0.50

19

2.99

2.99

2.99

2.99

2.99

2.99

2.99

1.99

2.99

2.86

0.57

13

2.00

2.00

3.00

3.00

3.00

3.00

3.00

3.00

3.00

2.63

0.53

17
25

1.01

2.01

3.02

2.01

2.01

3.02

3.06

2.01

3.02

2.07

0.41

3.02

4.02

4.02

3.06

4.02

4.02

4.02

3.02

4.02

3.58

0.72

1

3.00

3.00

3.00

3.00

3.00

4.00

4.00

4.00

4.00

3.25

0.65

7

2.99

3.98

2.99

2.99

2.99

3.98

3.98

3.98

3.98

3.17

0.63

9

2.00

2.00

2.00

2.00

2.00

2.00

2.00

2.00

2.00

2.13

0.43

24

4.00

4.00

4.00

3.00

4.00

4.00

3.00

3.00

4.00

3.38

0.68

5

4.00

4.00

3.00

4.00

3.00

5.00

3.00

5.00

5.00

3.56

0.71

2

2.99

2.99

1.99

2.99

3.98

3.98

2.99

3.98

2.99

3.05

0.61

11

2.01

3.06

3.06

2.01

2.01

2.01

2.01

2.01

2.01

2.26

0.45

21

2.97

2.97

3.96

3.96

2.97

3.96

3.96

3.96

3.96

3.40

0.68

3

3.02

3.06

3.06

3.06

4.02

3.02

4.02

4.02

4.02

3.14

0.63

10

2.97

2.97

3.96

1.98

3.96

3.96

2.97

3.96

3.96

3.40

0.68

4

3.98

3.98

2.99

1.99

2.99

3.98

2.99

3.98

3.98

3.23

0.65

8

2.50

2.80

3.00

2.60

3.00

3.30

3.20

3.30

3.40

0.50

0.57

0.60

0.52

0.59

0.66

0.63

0.66

0.68

9

8

7

4

5

3

2

12

10
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Tool 12:

CLUSTER ANALYSIS

Flowchart Reference: CEDA Step 3

Objective:
To assess the factors of competitiveness of the core industries in the clusters under investigation
Approach:
Explanation of the Tool
Michael Porter’s Competitiveness of Nations model (1990), a methodology for assessing regional
competitiveness, has been used widely to measure the competitiveness of clusters. Based on
Porter’s Diamond Model, a cluster has four determinants of competitiveness (factor conditions,
firm strategy and rivalry, demand conditions, and related and supporting industries) and two
supplementary elements (government and chance). This analysis is normally undertaken by
research team and expert focus groups, but can be conducted using a web-based survey.
There are two outputs. The first analyzes attributes of competitiveness for the selected industry
clusters. The second analyzes the strength and deficiencies in attributes of competitiveness. This
information is used to identify key actions to strengthen the capacity and competitiveness of the
selected industry clusters.
Assessing Attributes of Industry Cluster Competitiveness
The technique proposed for this analysis activity uses a semi-qualitative method to evaluate the
relative strengths of competitiveness attributes using the framework of the Porter’s Diamond
Model. The approach involves listing the attributes that are critical to the competitiveness and
development of industry or business clusters using the five elements of the model. For example,
an assessment would be made of the level of capital market investment by core cluster industry
stakeholders, and the spatial level of concentration of firms. These are significant attributes of
competitiveness related to factor conditions.
The team should work with the industry focus groups to score the relative strength of the current
condition of the attributes of competitiveness within a cluster list in Table 6. There are 47 attributes
of competitiveness to evaluate, but you may want to add some more. A score or ranking system
using a scale of 0–5 should be used to assess the relative strength of each attribute. A score of
5, for example, would indicate very high competitiveness of the attribute, suggesting a strong
internationally competitive position for the cluster. A score of 5 on technology orientation may
indicate the wide use of advanced technology for marketing, production, service, and product.
An example of how one element of the cluster analysis table might be assessed for the garment
industry cluster is illustrated in Table 7. Possible ways of achieving this are given in the right-hand
column. The analysis may also include references to other sources of information that may be
relevant to the analysis.
Cluster Competitiveness Deficiency Gap Analysis
A second element of the analysis is to assess the level of competitiveness necessary to enhance
the overall competitiveness of the attributes that support the development of the industry cluster.
For example, an attribute of competitiveness for an ITC cluster to develop related to serving the
international market might be 3, but this needs to be lifted to 5 for the cluster to gain access to
global markets. Specific actions to lift the competitiveness of the attribute would be listed in the
final column of the table to address this issue.
The analysis of the differences between the current conditions and future competitiveness
requirements gives some indication of competitiveness factor deficiency gaps for each industry
cluster. Large gaps observed between current and desired future competitiveness positions
suggest the need for action by governments, firms, and suppliers to address capacity constraints.
Strengthening weak competitiveness attributes is essential to raising the overall competitiveness
and economic performance of industry clusters.
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Actions

Competitiveness Elements of Cluster

Future
Competitiveness
Requirements: 0–5

Attributes of Cluster Competitiveness Using Porter’s Diamond Model
Current Conditions
Score: 0–5

Table 6

FACTOR CONDITIONS
Space and Scale
•

Comparative size to international leaders

•

Spatial level of concentration

Capital
•

Capital market investment support

•

Level of industry capitalization

•

Venture capital market

Labor
•

Availability of skilled labor

•

Management skills

•

Efficiency and productivity of labor

•

Education and training facilities

Infrastructure
•

Quality of infrastructure services (logistics)

•

Quality of infrastructure services (utilities)

•

Cost of services

•

Quality of telecommunication services

Resources
•

Proximity to raw material

•

Cost of local versus imported raw materials

•

Quality of raw materials

Environment
•

Quality of living environment for workforce

•

Workplace conditions

DEMAND CONDITIONS
Markets
•

Expanding domestic and local markets

•

Expanding export markets

New Products
•

Demand expansion capacity for new products

•

Responsiveness and innovativeness to change

Environment
•

Quality and reliability of product or service
continued on next page
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•

Product sustainability awareness and support

•

Strong business ethics

•

Responsiveness to risk management

FIRM STRATEGY STRUCTURE AND RIVALRY
Structure
•

Diversity of scale of industry firm competitors

•

Extent of foreign and joint-venture firm presence

•

Complexity of firm organization structures

•

Responsiveness of change management

•

Flexibility of production systems

Collaboration
•

Strong industry firm collaboration

•

Shared industry knowledge capital development

•

Strong social capital and business networks

•

National or international leadership

•

Civic entrepreneurship and community
engagement

Technology Orientation
•

High level of technology application in firms

RELATED SUPPORTING INDUSTRIES
Supply Chains
•

Strength of local business support services

•

Responsiveness of local support services

•

Quality of local support services

Value Adding
•

Potential to add value to supply chains

•

Business awareness of value-adding potential

GOVERNMENT
•

Government support for cluster development

•

Streamlined business approval systems

•

Support for sustainable industry development

•

Enforcement of business regulations

•

Support for research and development

Source: Author. 2014.

Actions

Competitiveness Elements of Cluster

Future
Competitiveness
Requirements: 0–5

Table 6 continued

Current Conditions
Score: 0–5
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•

Expanding domestic and local markets

3

1

•

Expanding export markets

2

4

•

New Products

•

Demand expansion capacity for new products

2

4

New Technologies

•

Responsiveness and innovativeness to change

2

3

Change Management

actions

demand conditions

future
competitiveness
requirements

Sample of Competitiveness Attributes of Clusters
Using Porter’s Diamond Model
current conditions

Table 7

Markets
Market Intelligence

Source: Author. 2014.

steps:
comparativeness of clusters drivers for garments
1. Assemble cluster expert industry panels for industries in dhaka, delhi, and colombo
each cluster to be analyzed.
2. Develop the matrix with the driver attributes
to be evaluated.
3. Score all attributes on a scale of 0–5.
4. Tabulate data from the qualities assessment.
RELATED
SUPPORTING
INDUSTRIES

Government

Labor
4.00
3.50

FIRM STRATEGY
STRUCTURE
AND RIVALRY

Infrastructure

3.00
2.50

Value Adding

Resources

2.00
1.50

1.00

Supply Chains

Social Environment

0.50

0.00

Technology
Orientation

Markets

DEMAND
CONDITIONS
Collaboration

FACTOR
CONDITIONS

New Products
Structure

Business
Environment

Apparel Cluster Colombo
Okhla and Noida Ready-made Garments Delhi
RMG Industry Dhaka

Source: B. H. Roberts et al. 2011.

auxiliary steps (if any):
Cluster competitiveness is complemented by cluster mapping and other tools to measure supply
chains and map the structure of clusters.
mapping supply chains
A supply chain is the path or conduit for the flow of resources, materials, components, services, and
accessories used in various value-adding stages of manufacture and production of materials, goods,
and services. The mapping of industry supply chains provides important information about the
depth, breadth, and specialization of economic activities that maintain the operation and drive the
development of local economies. This information in turn provides important information for the
planning and building of strategic infrastructure and services needed to support the development
of city economies.
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Supply chain mapping has become a highly developed technology and an important part of
strategic planning for business development (Gardner and Cooper 2003). Historically, firms have
sought to minimize the length of their supply chains, to reduce costs, by establishing in locations
where there is a high level of vertical and horizontal linkages between suppliers and producers (for
example, the car industry in Detroit in the United States). However, the outsourcing of component
and accessory manufacturing and services to locations that offer competitive advantage in
labor costs and efficiencies has led to more globally integrated supply chains and specialization
of industries in cities. This has the effect of driving efficiencies in local industries to maintain
competitive advantage. An important goal of local economic development is to identify ways to
expand and make local industry supply chains more efficient and effective.
A range of techniques is used to map industry supply chains. Many of these techniques have been
developed to enable firms to identify suppliers and markets for goods and services they produce.
In supporting local economic development, supply chain mapping involves dealing with clusters
or large-scale industry sectors to identify important common-user facilities that may need to be
developed or improved to support the operations and competitiveness of the local economy.
There are three industry supply chain maps that can be produced, which provide useful information
for economic development planning. These are industry cluster maps, trade flows, and spatial
dependency.
Some techniques used for industry and cluster supply chain mapping are listed below.
1. M. E. Porter. 1990. The Competitive Advantage of Nations. New York: Macmillan.
2. See Supply Chain Operations Reference Model for detailed analysis of industry supply chains.
Supply Chain Council. 2005. Supply Chain Operations Reference Model: Overview, Version 7.0.
Washington, DC.
Expected Results:
•

Table measuring the attributes of competitiveness of a cluster

•

Competitiveness deficiency gap analysis for an industry cluster

Resources:

Sustainability:

Tool requires minimal resources other than
The tool develops a better understanding of
volunteers to undertake the qualitative assessment the attributes of competitiveness of clusters
that need to be enhanced to sustain the
clusters’ development.
Pointers for Implementation:
Ensure the cluster expert panels are well-informed.
References:
1. K. A. Choe, N. I. Nazem, B. H. Roberts, N. Samarappuli, and R. Singh. 2011. “A Comparative
Analysis of the Competitiveness of the Readymade Garment Industry Clusters in Delhi,
Dhaka, and Colombo.” Journal of Competitiveness & Strategy. 1 (1): pp. 5–25. India: Institute for
Competitiveness.
2. Ö. Sölvell, G. Lindqvist, and C. Ketels. 2003. The Cluster Initiative Green Book. Stockholm:
Bromma Tryck.
3. World Bank. 2009. Clusters for Competitiveness: A Practical Guide and Policy Implications for
Developing Cluster Initiatives. Washington, DC.
Examples: Case Studies
Deficiency Gap Analysis for the Ready-Made Garment Industry Clusters in Colombo, Delhi, and Dhaka
An analysis of the attributes and drivers of competitiveness for the ready-made garment (RMG)
clusters was undertaken to identify differences in this industry in the three countries. The results of
data collection are shown in Figure 11, and an analysis of the results is summarized in the following
discussion.
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Competitiveness Analysis of Ready-Made Garment Industry Clusters
Figure 11 shows the scores for 39 current and future attributes of competitiveness for the RMG
industry clusters in Colombo, Sri Lanka; in Delhi, India; and in Dhaka, Bangladesh. Figure 11 shows
the 39 attributes of competitiveness for the five drivers aggregated to 13 key or primary attributes.
There are significant differences between the competitiveness of attributes in the three clusters.
The comparative analysis suggests that, overall, the Colombo cluster is the most competitive of
the three clusters. This is because it is more specialized and targets the higher-value end of the
global consumer market. However, the cluster has a number of weaknesses that need support if
it is to enhance its competitive position and develop. Furthermore, the three clusters face strong
competition from Southeast Asian producers and will not be able to strengthen their competitive
position by relying on advantage through economies of scale in the future. To develop, the three
clusters will have to identify how to add value along their supply chains.
Several weak competitiveness attributes are common to the three clusters. On the whole,
government support is indifferent compared with that in other Asian countries. Value adding,
development of markets, access to resources, and access to skilled labor are common factors
undermining the competitiveness of the clusters. In Colombo, conditions in the social and business
environments, collaboration, technology orientation, infrastructure, and supply chains are healthier
than those in the other clusters. The Colombo cluster appears to have a much stronger willingness
of firms to collaborate, although this might be because the firms in the cluster are willing to pitch
themselves.

Comparisons of 13 Primary Competitiveness Attributes
of Three Ready-Made Garment Clusters

figure 11

RELATED
SUPPORTING
INDUSTRIES

Government

Labor
4.00
3.50

FIRM STRATEGY
STRUCTURE
AND RIVALRY

Infrastructure

3.00
2.50

Value Adding

Resources

2.00
1.50
1.00
Supply Chains

Social Environment

0.50
0.00

Technology
Orientation

Markets

DEMAND
CONDITIONS
Collaboration

FACTOR
CONDITIONS

New Products
Structure

Business
Environment

Apparel Cluster Colombo
Okhla and Noida Ready-made Garments Delhi
RMG Industry Dhaka

Source: B. H. Roberts et al. 2010.
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In Delhi, the market focus of all the firms is on exports, primarily to generate foreign exchange
earnings. While leading firms in the clusters are aware of the potential of developing domestic
markets, inefficiencies in the production chain process of the cluster mean that profit margins and
the potential to add value and expand demand in the domestic market have not been attractive.
Specifically, firms in Dhaka are reluctant to share information and knowledge to improve crossindustry learning that could support innovation. Social capital in the cluster is strong because of the
long history and associations between local producers and suppliers in areas with a strong physical
concentration of similar types of businesses. As a result, opportunities for the clusters to support
endogenous growth are being hampered.
In short, government support for cluster development in the three countries is generally weak,
especially the unwillingness of the governments to streamline business approval processes, increase
resources for education and training, and introduce incentives to upgrade technologies that would
enhance business performance and lead to more sustainable industry development. Governments
in the three countries are also reluctant to address the serious environmental problems associated
with the RMG clusters.
Most clusters enjoy some strategic advantage by being located close to sources of raw materials
that are not only of good quality but are reliable in terms of supply; however, there is still a high
import component, especially for synthetic garments, which weakens the competitiveness of the
resource attribute. Competition in global markets has raised awareness of the need for improved
quality assurance, production sustainability, and business ethics. Without such improvements,
cluster firms find securing international contracts difficult.
Two sets of competitiveness attributes require the most support. The first set is related to
supporting industries, especially strengthening the delivery and quality of local business support
services, identifying opportunities to add value to supply chains, and sharing this knowledge with
other businesses in the cluster. Enhancing the competitiveness of these attributes associated
with factor conditions will require formal and informal dissemination of knowledge through the
development of training facilities, networks and partnerships, and industry associations.
The second significant set of attributes requiring support relates to government services. As
already mentioned, government support for the RMG clusters is limited in all three countries.
Approval systems for business development are bureaucratic, which deters investors and new
entrants into the cluster. Furthermore, business and environmental regulations are complex and not
enforced. The failure of governments to address environmental problems affects public health and
productivity. Finally, government support for research and development is limited, undermining the
capacity of the clusters to raise productivity and production along supply chain systems.
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Okhla and Noida
Readymade Garments
Delhi

RMG Industry Dhaka

Average Measured Level
of Competitiveness for
Attribute

Level of Competitiveness

Targeted Level of
Competitiveness Needed
for Attribute

Average Competitivness
Deficiency Level of
Attribute

Level of Strengthening
Required

Competitiveness Attributes of the Ready-Made Garment Industry Clusters
in Colombo, Delhi, and Dhaka
Apparel Cluster Colombo

Table 8
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Availability of Skilled Labour

3.2

2.1

2.1

2.5

WEAK

4.5

-2.0

HIGH

Management Skills

3.2

2.5

1.8

2.5

WEAK

4.2

-1.7

SIGNIFICANT

Efficiency and Productivity of Labour

3.0

2.2

2.4

2.5

MOD

4.7

-2.2

HIGH

Education and Training facilities

2.8

3.1

1.0

2.3

WEAK

4.4

-2.1

HIGH

Quality of Infrastructure Services
(logistics)

2.8

2.1

2.2

2.4

WEAK

4.6

-2.3

HIGH

Quality of Infrastructure Services
(utilities)

3.0

2.3

1.8

2.4

WEAK

4.6

-2.2

HIGH

Cost of Services

3.2

1.5

2.2

2.3

WEAK

4.6

-2.3

HIGH

Quality of Telecommunication
Services

3.8

1.1

2.7

2.5

MOD

4.5

-2.0

SIGNIFICANT

Proximity to raw material

2.2

2.1

2.2

2.2

WEAK

4.5

-2.4

HIGH

Cost of local raw materials
vis imports

2.4

1.9

2.4

2.2

WEAK

4.4

-2.2

HIGH

Quality of raw materials

3.4

2.5

3.1

3.0

MOD

4.6

-1.6

SIGNIFICANT

Quality of living environment
for workforce

2.4

2.3

1.1

1.9

LOW

4.2

-2.3

HIGH

Workplace conditions

3.8

1.8

2.3

2.6

MOD

4.1

-1.4

MODERATE

Expanding domestic and local
markets

1.4

1.4

1.0

1.3

LOW

4.5

-3.2

HIGH

Expanding export markets

2.2

2.3

3.2

2.6

MOD

4.3

-1.8

SIGNIFICANT

Demand expansion capacity
for new products

2.0

1.6

2.0

1.9

LOW

2.2

-0.3

SOME

Responsiveness and
innovativeness to change

2.8

1.9

2.0

2.2

WEAK

4.3

-2.1

HIGH

Quality and reliability of product
or service

3.6

2.4

2.8

2.9

MODERATE

4.6

-1.7

SIGNIFICANT

Product sustainably awareness and
support

3.2

2.4

2.7

2.8

MODERATE

4.9

-2.1

HIGH

Strong business ethics

3.8

2.6

2.5

3.0

MODERATE

4.4

-1.4

MODERATE

2.3

WEAK

4.8

-2.4

HIGH

Competitiveness Elements
of Cluster
FACTOR CONDITIONS
Labour

Infrastructure

Resources

Social Environment

DEMAND CONDITIONS
Markets

New Products

Business Environment

Readiness to face risk

2.3

continued on next page
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Okhla and Noida
Readymade Garments
Delhi

RMG Industry Dhaka

Average Measured Level
of Competitiveness for
Attribute

Level of Competitiveness

Targeted Level of
Competitiveness Needed
for Attribute

Average Competitivness
Deficiency Level of
Attribute

Level of Strengthening
Required

Table 8 continued
Apparel Cluster Colombo
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Extent of foreign and joint venture
firm presence

2.8

2.3

1.6

2.2

WEAK

3.9

-1.7

SIGNIFICANT

Flexibility of production systems

2.6

1.3

1.9

1.9

LOW

3.8

-1.8

SIGNIFICANT

Strong industry firm collaboration

2.8

2.6

1.4

2.3

WEAK

4.3

-2.0

HIGH

Shared industry knowledge capital
development

2.4

2.7

1.6

2.2

WEAK

4.1

-1.9

SIGNIFICANT

Strong social capital and business
networks

3.6

2.5

2.3

2.8

MODERATE

4.3

-1.5

SIGNIFICANT

National or international
leadership

3.4

2.6

2.3

2.8

MODERATE

4.3

-1.6

SIGNIFICANT

Civic entrepreneurship and
community engagement

3.6

2.1

1.3

2.3

WEAK

4.4

-2.1

HIGH

2.8

2.2

2.1

2.4

WEAK

4.8

-2.4

HIGH

Strength of local business support
services

2.8

2.4

1.8

2.3

WEAK

4.7

-2.3

HIGH

Responsiveness of local support
services

2.8

2.2

1.8

2.3

WEAK

4.7

-2.4

HIGH

Quality of local support services

3.2

2.6

1.9

2.6

MOD

4.6

-2.1

HIGH

Potential to add value to supply
chains

2.8

2.5

2.4

2.6

MOD

4.6

-2.0

SIGNIFICANT

Business awareness of value
adding potential

2.4

2.4

2.0

2.3

WEAK

4.6

-2.3

HIGH

Government support for cluster
development

2.2

2.8

0.9

2.0

LOW

4.5

-2.5

HIGH

Streamlined business approval
systems

1.4

2.4

1.5

1.8

LOW

4.5

-2.7

HIGH

Support for sustainable industry
development

1.8

2.1

1.6

1.8

LOW

4.4

-2.5

HIGH

Enforcement of business
regulations

2.0

2.8

2.2

2.3

WEAK

4.4

-2.1

HIGH

Support for research
and development

1.2

3.4

1.0

1.9

LOW

4.6

-2.7

HIGH

Average for All Indicators

2.7

2.2

1.9

2.3

WEAK

4.7

-2.4

HIGH

Competitiveness Elements
of Cluster
FIRM STRATEGY STRUCTURE
AND RIVALRY
Structure

Collaboration

Technology Orientation
High level of technology
application in firms
RELATED SUPPORTING
INDUSTRIES
Supply Chains

Value Adding

GOVERNMENT

Source: K. Choe and B. H. Roberts. 2011.
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Competitiveness Attributes of Nine Industry Clusters

2.10

4.80

4.22

4.00

1.60

2.11

1.90

1.80

5.00

4.72

3.90

1.80

2.22

2.10

Efficiency and productivity
of labor

3.00

2.22

2.40

4.80

4.44

3.80

1.80

2.22

1.40

Education and training facilities

2.80

3.11

1.00

5.00

4.66

3.60

2.20

1.55

2.60

Quality of infrastructure services
(logistics)

2.80

2.11

2.20

4.80

4.61

4.10

2.00

2.50

1.90

Quality of infrastructure services
(utilities)

3.00

2.34

1.80

4.40

4.61

3.80

1.40

2.27

2.00

Cost of services

3.20

1.50

2.20

4.80

4.50

3.40

1.60

3.00

1.20

Quality of telecommunication
services

3.80

1.11

2.70

4.60

4.77

3.90

0.80

3.66

1.20

Proximity to raw materials

2.20

2.14

2.20

4.20

4.42

4.10

2.00

2.28

1.90

Cost of local raw materials
vis imports

2.40

1.93

2.40

5.00

4.57

3.70

2.60

2.64

1.30

Quality of raw materials

3.40

2.50

3.10

4.60

4.62

4.30

1.20

2.12

1.20

Quality of living environment
for workforce

2.40

2.28

1.10

4.40

4.05

3.10

2.00

1.77

2.00

Workplace conditions

3.80

1.83

2.30

4.80

4.38

4.00

1.00

2.55

1.70

RMG Industry Dhaka

2.11
2.50

Okhla and Noida ReadyMade Garments Delhi

3.20
3.20

RMG Industry Dhaka

Availability of skilled labor
Management skills

Competitiveness Elements
of Cluster

Okhla and Noida ReadyMade Garments Delhi

Apparel Cluster Colombo

Gap Analysis

RMG Industry Dhaka

Necessary Competitive Position

Okhla and Noida ReadyMade Garments Delhi

Apparel Cluster Colombo

Current Competitive Position

Apparel Cluster Colombo

Table 9

Factor Conditions
Labor

Infrastructure

Resources

Environment

Demand conditions
Markets
Expanding domestic
and local markets

1.40

1.37

1.00

3.20

4.31

3.00

1.80

2.94

2.00

Expanding export markets

2.20

2.28

3.20

4.40

4.66

4.20

2.20

2.38

1.00

Demand expansion capacity
for new products

2.00

1.56

2.00

3.80

4.33

3.60

1.80

2.77

1.60

Responsiveness and
innovativeness to change

2.80

1.94

2.00

4.80

4.44

3.40

2.00

2.50

1.40

Quality and reliability of product
or service

3.60

2.38

2.80

4.80

4.88

3.10

1.20

2.50

0.30

Product sustainability awareness
and support

3.20

2.37

2.70

4.40

4.37

3.60

1.20

2.00

0.90

Strong business ethics

3.80

2.55

2.50

4.60

4.77

3.80

0.80

2.22

1.30

New products

Business environment

Readiness to face risk

2.33

4.50

2.17

continued on next page
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Table 9 continued

1.60

3.80

3.75

3.30

1.00

1.43

1.70

Flexibility of production systems

2.60

1.29

1.90

4.40

4.12

3.50

1.80

2.83

1.60

Strong industry firm
collaboration

2.80

2.62

1.40

4.20

4.12

3.20

1.40

1.50

1.80

Shared industry knowledge
capital development

2.40

2.65

1.60

5.00

4.31

3.40

2.60

1.66

1.80

Strong social capital and
business networks

3.60

2.45

2.30

5.00

4.33

3.80

1.40

1.88

1.50

National or international
leadership

3.40

2.55

2.30

4.80

4.38

3.70

1.40

1.83

1.40

Civic entrepreneurship and
community engagement

3.60

2.05

1.30

4.40

4.27

3.30

0.80

2.22

2.00

2.80

2.16

2.10

4.20

4.77

3.50

1.40

2.61

1.40

Strength of local business
support services

2.80

2.41

1.80

4.80

4.66

3.90

2.00

2.25

2.10

Responsiveness of local
support services

2.80

2.20

1.80

5.00

4.62

4.00

2.20

2.42

2.20

Quality of local support services

3.20

2.61

1.90

5.00

4.75

4.00

1.80

2.14

2.10

Potential to add value
to supply chains

2.80

2.50

2.40

5.00

4.62

3.80

2.20

2.12

1.40

Business awareness of
value adding potential

2.40

2.44

2.00

4.80

4.50

4.20

2.40

2.06

2.20

Government support for
cluster development

2.20

2.82

0.90

5.00

4.50

3.80

2.80

1.68

2.90

Streamlined business
approval systems

1.40

2.37

1.50

5.00

4.37

3.50

3.60

2.00

2.00

Support for sustainable
industry development

1.80

2.12

1.60

5.00

4.43

4.00

3.20

2.31

2.40

Enforcement of
business regulations

2.00

2.81

2.20

5.00

4.56

3.60

3.00

1.75

1.40

RMG Industry Dhaka

2.32

Okhla and Noida ReadyMade Garments Delhi

Apparel Cluster Colombo

2.80

Okhla and Noida ReadyMade Garments Delhi

Extent of foreign and joint
venture firm presence

Competitiveness Elements
of Cluster

Okhla and Noida ReadyMade Garments Delhi

RMG Industry Dhaka

Gap Analysis

Apparel Cluster Colombo

Necessary Competitive Position

RMG Industry Dhaka

Apparel Cluster Colombo

Current Competitive Position

Firm strategy strucTure
and rivalry
Structure

Collaboration

Technology orientation
High level of technology
application in firms
Related supporting
industries
Supply chains

Value adding

Government

Support for research
and development

1.20

3.41

1.00

5.00

4.66

3.40

3.80

1.25

2.40

Average for All Indicators

2.76

2.26

1.98

4.65

4.48

3.69

1.89

2.21

1.72

Source: K. Choe and B. H. Roberts. 2011.
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competitiveness gap analysis in the Three ready-made garment clusters
Using aggregated data derived from Table 3, Figure 12 shows the competitiveness gap on the
conditions of 13 primary attributes of competitiveness in the three clusters. There are significant
differences between the competitiveness gaps for the 13 primary attributes in each cluster.
The gap analysis measures the difference between the perceived actual, and necessary, level
of competitiveness required to achieve national or international competitiveness. For the three
clusters, 18 attributes have an average competitive deficiency score gap of 2 or more considered
necessary to support the desired level of competitiveness. Nineteen attributes had scores between
2 and 1.5 for the desired level of competitiveness improvement. Deficiency gap analysis is a useful
means of identifying priorities for strengthening the competitiveness attributes supporting the
development of a cluster.
The gaps in the competitiveness attributes for factor conditions occur mainly in the area of
human resource development. All the clusters have an abundant supply of unskilled labor, but
they are experiencing a high level of skills loss through migration. Currently, the clusters do not
have enough capacity to meet the demand for skilled labor and management, which is essential to
improve overall productivity and performance. Education and training facilities are in short supply
and are unable to meet the ongoing and expanding demand for professional and technical skills
and competencies needed to support the nine clusters. Foreign enterprises in some clusters are
recruiting international staff because of the shortage of local skills. Skill shortages are undermining
the ability of firms to build strong, competitive management and production capabilities.

figure 12 Competitiveness Gap Analyses of 13 Primary Competitiveness Attributes
in the Three Ready-Made Garment Clusters
Labor

RELATED
SUPPORTING
INDUSTRIES

Government

3.50
3.00

FIRM STRATEGY
STRUCTURE
AND RIVALRY

Infrastructure

2.50
Value Adding

Resources

2.00
1.50
1.00

Supply Chains

Social Environment

0.50
0.00

Technology
Orientation

Markets

Collaboration

FACTOR
CONDITIONS

New Products
Structure

Business
Environment

Apparel Cluster Colombo
Okhla and Noida Ready-made Garments Delhi

Source: K. Choe et al. 2011.

RMG Industry Dhaka

DEMAND
CONDITIONS
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The lack of government support and necessary infrastructure is a problem for the development
of all the industry clusters studied. This is because a significant proportion of leading firms in the
clusters are located in planned industrial areas and districts, and infrastructure and utility services
are generally better in these locations than in inner city areas. The costs of services, especially
water, electricity, and telecommunications, are high because of system losses and theft, which
affect production costs, and hence the competitiveness of many firms. Poor telecommunications
services, combined with low levels of computer literacy, often mean that contracts are lost, mostly
to clusters in Southeast Asian countries where these services are more reliable. The proximity
to materials used in production is a competitive advantage for the clusters studied, but poor
logistics cause delivery delays and damage, affecting just-in-time and perishable food businesses
in particular.
Many larger firms in the RMG clusters realize that appropriate residential accommodation is
essential to attract and maintain skilled workers. It is also important to ensure a healthy and
productive workforce. When planning and developing special enterprise zones and industrial
estates, the three cities have failed to provide for workers’ housing needs.
Demand condition deficiencies were the lack of capacity to expand export markets and develop
domestic markets, slow responses by firms to changes in market demand, and lack of innovation to
respond to demand for new products. The clusters tend to suffer from inertia, which reduces the
overall dynamics of business in the cluster.
Other References:
1. For a study of Drivers of Competitiveness in the Philippines, see R. E. Magdaluyo et al. 2001.
An Inquiry into the Competitiveness of Emerging Philippine Cities. Canberra: East Asian Bureau of
Economic Research, ANU.
2. D. Webster and L. Muller. 2000. Urban Competitiveness Assessment in Developing Country
Urban Regions: The Road Forward. Washington, DC: World Bank.
3. A useful framework to analyze city competitiveness, see Cities Alliance. 2007. Assessing
Competitiveness Guide to Strategic Frameworks. Understanding Your Local Economy:
A Resource Guide for Cities. Washington, DC. pp. 111–123.
4. For the use of Multivariate Analysis Techniques, see Bureau of Transport and Regional
Economics. 2005. Searching for Small Area (SLA) Drivers of Growth in the Sydney Greater
Metropolitan Region, Australia. Canberra. p. 126.
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Tool 13:

SWOT ANALYSIS

Flowchart Reference: CEDA Step 4
CEDFA Step 1

Objective:
To evaluate strengths, weaknesses, opportunities, and threats (SWOT) to an economy
Approach:
SWOT analysis is a well-established analytical method used for strategic planning. As a first-cut
rapid assessment technique, it is useful in identifying priority issues; however, it does not provide
sufficient depth of information about important linkages and relationships that occur in the mix
and flow of capital stocks.
A useful template is the SWOT Analysis questions and data analysis template (World Bank 2004).
This template is used as part of the city development strategy planning process. Another very
useful tool is political, economic, social, and technical analysis (PESTA) (Chapman 2010).
SWOT analysis can be used as a simple tool for conducting overall assessments of the strengths,
weaknesses, opportunities, and threats to an economy. In the tool kit, the SWOT elements are used
in separate parts of the analysis.
Steps:
1. Collect all the relevant information to be
used by an expert group to conduct the
SWOT analysis.
2. Identify
strengths,
weaknesses,
opportunities, and threats using SWOT
analysis template.
3. Draw up a matrix chart listing SWOT
elements.

Strengths

Opportunities

List and group theses

List and group theses

•

A

•

A

•

B

•

B

Weaknesses

Threats

List and group theses

List and group theses

•

A

•

A

•

B

•

B

Auxiliary Steps (if any):
•

Rank significance of SWOT factors using a scale system, e.g., 1–5 or A–E relative importance.
This is helpful in identifying priority areas that may need to be targeted in the strategic
planning process.

•

Useful variations of SWOT are PESTA and multisector SWOT analysis (see references).

Expected Result:
Matrix assessment of strengths, weaknesses, opportunities, and threats to an economy
Resources:

Sustainability:

Minimal resources required

Important for pathway analysis

Pointers for Implementation:
SWOT analysis is best undertaken by an expert panel of specialists.
References:
1. SWOT Analysis Questions and Data Analysis Template (World Bank 2004).
2. A. Chapman. 2010. PESTA Market Analysis Tool. http://www.businessballs.com/
pestanalysisfreetemplate.htm
3. A tool for conducting Multiple Industry Sector SWOT Analyses. Details on this methodology
can be found in R. J. Stimson, R. R. Stough, and B. H. Roberts. 2006. Regional Economic
Development: Analysis and Planning Strategy. New York: Springer Verlag.
Example:
G. Swinburn, S. Goga, and F. Murphy. 2006. Local Economic Development: A Primer—Developing
and Implementing Local Economic Development Strategies and Action Plans. Washington, DC:
World Bank, Cities of Change, and Bertelsmann Stiftung. p. 26. http://www-wds.worldbank.org/
external/default/WDSContentServer/WDSP/IB/2005/12/05/000160016_20051205145636/
Rendered/PDF/337690REVISED0ENGLISH0led1primer.pdf
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Tool 14:

PROBLEM TREE ANALYSIS

Flowchart Reference: CEDFA Step 2

Objectives:
•

To identify a key economic development problem and its effects (ends) and root causes
(means)

•

To identify objects and strategies to address identified problems

•

To prioritize issues, problems, and projects

Approach:
Problem tree analysis is a planning method used widely by official development assistance to
examine cause-and-effect issues related to project design. It involves a participatory process to
translate these cause and effects into objectives and strategies to provide planning solutions. The
MDF Tool for Problem Tree Analysis has a useful template that is easy to follow for this method of
analysis. While going through the process, there is continuously room for introducing opportunities,
new ideas, and contributions from the involved parties. Problem tree analysis should be followed by
actual project planning, e.g., with the logical framework approach.
One of the best tools using problem tree analysis is the evaluation situational analysis strategy
prioritization and project design developed by New Zealand Aid (NZAID 2007). The tool uses a
logical framework approach (LFA) that involves
•

application of robust analysis and a logical approach to activity design;

•

integration of participatory processes;

•

identification of clear and relevant objectives that are agreed by all parties;

•

identification of inputs and resources and explaining how these will be used to achieve the
objectives; and

•

agreeing clear, accountable, and well-defined management arrangements.

These basic principles in the LFA are common to most bilateral and multilateral development
agencies. The LFA can also be used to help promote more harmonized and better-aligned
engagement processes. The logical framework matrix is an output of the LFA that summarizes the
key elements of an activity:
Objectives

The main objectives of the activity, how they will be achieved, and
the larger goal they will contribute to.

Assumptions

The external factors outside the direct control of those managing
the activity that is critical for the activity’s success.

Indicators

The agreed “signposts” that will be used to track progress toward
agreed outcomes.

Sources of verification

An outline of how the information that will be used to measure the
activity’s success will be collected.

Interwoven with the steps of problem analysis (at target group level) and project planning (for
the target group), the capacity and intentions of stakeholders and the wider institutional context
should be analyzed so that relevant and realistic choices can be made on who does what in
addressing the problems identified.

Tools Manual

Steps:
1. Start with a brainstorming session on the major problems (or potential problems) impeding
the achievement of the desired vision. Together with the group, choose a starter problem.
2. Draw a tree and write the starter problem on the trunk. If you want to look at more than one
problem, then you will need to draw one tree per problem.
3. Encourage people to brainstorm on the causes of the starter problem. To ensure that a few
people do not dominate, give each person 3–5 blank cards and ask everyone to write down
one idea per card.
4. To focus on the root causes of the problem, discuss the factors that possibly contribute to it.
Write these causes on sticky notes. This task is made easier by continually asking “Why?” for
each of the causes identified. Keep asking why until you have reached the basic root cause of
the problem.
5. Connect the notes with lines to show linkages between the causes. These connections
become the roots of the tree.
6. Follow the same procedure to determine the effects or impacts of the problem and write the
primary effects on the branches of the tree.
Expected Results:
•

A clear and graphically documented understanding of the root or underlying causes of a
particular problem impeding the achievement of a particular objective or vision.

•

A better understanding of the causes and effects of the problem, from which participants can
further explore driving and restraining forces that may be impacting on governance reform.

Resources:

Sustainability:

The main resources required are for the running
of workshops and focus group involved in the
problem tree analysis.

Problem tree analysis widens the scope of
stakeholder participation in planning and
decision-making processes and results in a more
holistic approach to problem solving.

Pointers for Implementation:
There is often confusion between a cause and an effect. A cause is what starts something. An effect
is what happens or the result of the cause. Care should be taken during facilitation sessions while
conducting the analysis to ensure the differences between the two terms are clearly distinguished.
References:
1. B. Douthwaite et al. 2009. Participatory Impact Pathways Analysis: A Practical Method for Project
Planning and Evaluation. Institutional Learning and Change (ILAC) Initiative. Cali, Colombia:
International Center for Tropical Agriculture. http://www.cgiar-ilac.org/files/publications/
briefs/ILAC_Brief17_PIPA.pdf
2. MDF. MDF Tool: Problem Tree Analysis. World Bank. http://www.toolkitsportdevelopment
.org/html/resources/91/910EE48E-350A-47FB-953B-374221B375CE/03%20Problem%20
tree%20analysis.pdf
Example:
NZAID Logical Framework Approach Guideline, Government of New Zealand.
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Tool 15:

CONSTRAINTS MAPPING

Flowchart Reference: CEDFA Step 1

Objective:
To develop an appreciation of the main constraints and barriers to local economic development
Approach:
Various barriers and risks add to the constraints and costs of doing business in Asian cities. These
constraints can be geographic, natural, political, financial, human, and environmental and technical
in nature. Geographic barriers can confine the expansion and form of a city and have a significant
impact on operations and development costs. Singapore and Hong Kong, China are examples of
economies constrained by geographic factors, which have been overcome through high-rise and
spillover development into neighboring states and territories. Risks are factors that can be confined
to climate zones or lines of tectonic activity. Climate change factors are placing many port city
economies at higher risk of storm and sea-level rise damage (Nicholls et al. 2007).
An assessment of the constraints affecting the operation and development of cities is an important
information-gathering exercise in planning for the development of local economies. McHarg
(1969) introduced a concept of sieve mapping, which involved layering a series of landscape
constraints maps to identify which area of land might be suitable for development. Geographic
information systems (GIS) have enabled these techniques to include overlays of social and
economic constraints maps.
Threats analysis as part of strengths, weaknesses, opportunities, and threats (SWOT) analysis is
used widely for strategic planning purposes in Asian cities. However, there are limitations in the use
of SWOT analysis for identifying constraints to local economic development, in that the results
tend to be holistic. Many constraints to economic development are sector and geographic in
nature, for example, the enabling environment is primarily a government sector issue. To overcome
this problem, other analytical techniques can be used (Fitzgerald and Meyer 1986) based on a
qualitative assessment of the relative significance of barriers to the efficient operation of activities
that support local economic development.
The rapid assessment techniques described for economic governance, community capital, linkages,
and dynamics tend to reveal a range of constraints that impact on the competitiveness and
performance of local economies. These can be compiled with other constraints into a matrix to
create a competitiveness index for a city.
Steps:
1. Map the physical constraints to local economic development applying GIS resource maps
using the McHarg’s Sieve mapping technique. McHarg, I. 1969. Design with Nature. American
Museum of Natural History. Garden City, New York. p. 208.
2. Use a focus or expert group to brainstorm significant economic, social, behavioral, and other
nonphysical constraints on the development of the economy.
3. List the physical, economic, social, and other constraints in a matrix table used for multisector analysis (MSA) (Tool 23).
4. Using the MSA tool, evaluate the level of impact each constraint factor is having on the
economy.
5. Evaluate the results using the MSA technique.
Auxiliary Steps (if any):
•

Start the sieve mapping of physical environment constraints early in the process.

•

As an alternative to the steps described earlier, undertake a simple threats analysis as part of
the general SWOT analysis.

Expected Result:
A systematic analysis of the physical, economic, social, political, governance, and other constraints
impacting on the development of the city’s economy
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Resources:

Sustainability:

Minimal resources are required to use this tool.

Constraints mapping is important as it identifies
barriers to sustainability that must be overcome
to develop the economy.

Pointers for Implementation:
It is important to separate constraints into exogenous and endogenous types. It may be possible
to overcome or relieve endogenous constraints; however, the economic system needs to be
developed in order to reduce the effects of exogenous constraints.
References:
1. A tool developed for the Department for International Development of the United Kingdom
to conduct Institutional and Organizational Appraisal and Development (Wilson and Beaton
2003) can be adapted for local economic constraints assessment analysis.
2. A report on the Final Analysis of Constraints to Economic Growth for Moldova provides a
framework that could be applied to constraints analysis of city economies (Bozu et al. 2007).
3. Local Supplier Development Company Diagnostic Tool http://commdev.org/content/
document/detail/2626/. McHarg, I. 1969. Design with Nature. American Museum of Natural
History. Garden City, New York.
Examples:
1. For a discussion on problems involving barriers to growth and local economic governance in
Bangladesh, see YouTube video http://www.youtube.com/watch?v=_DjiBm1LvD4
2. Macquarie Bank. 2008. Constraints and Opportunities Mapping for the Wollondilly Development
Site. New South Wales. 6 June. http://jrpp.nsw.gov.au/LinkClick.aspx?fileticket=V3_hUj-c2Vo
%3D&tabid=105&mid=478&language=en-AU
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Tool 16:

RISK ANALYSIS

Flowchart Reference: CEDFA Step 1

Objective:
To evaluate the consequences of risk events on the operation and development of local economies
Approach:
Nature of Risks Affecting Local Economies
Analyzing the potential likelihood and impact of risk events upon local economies is difficult.
Well-established risk management techniques are used for business, but few are appropriate for
analyzing the risk events affecting the economic development of cities. Risk events can impact
on local economies in many ways. Some risk events are real and when realized have devastating
impacts on economies. Other risks are perceptual and have a significant impact on business
confidence.
For highly internationalized economies, exogenous factors (such as exchange rate shift, national
transport disruptions, and commodity price fluctuations) are risk factors that influence the
competitiveness and economic management of regional economies. Ethnic, cultural, social,
and religious differences pose entirely different kinds of risks that affect investor confidence,
productivity, industrial relations, and community stability. Measuring these impacts is difficult.
There are three broad categories of risks that need to be considered carefully in relation to risk
management of local economic and project development. Cyclical or predictable risks are those
that relate to known events. They have a propensity to reoccur within specific time frames and
intensities. The use of statistical data to analyze these events can help determine the likelihood
of such events occurring again, and the level of impact. Flood event analysis is a good example of
cyclical analysis.
The second category is unexpected risk. Unexpected risks are related to known events or activities,
for which there is no reliable estimate of time, place, or duration of occurrence for these events.
Some of these events are highly unpredictable, and the probability of occurrence is largely
guesswork.
The third category is unknown risk. There is no way of knowing what these events may be. Societies
inherently learn to deal with previously unknown or similar events after the initial shock effect has
worn off.
Some risk-related events can have significant cumulative or flow-on effects on an economy.
Sometimes, these events appear insignificant or hidden, but over time they build up and result
in a serious undermining of business confidence and competitiveness. In some cases, they can
cause the economic decline of a local economy. It is almost impossible to assess the pathway that
cumulative risk events may take and the impact they can have upon an economy.
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Steps:
This tool uses a multisector analysis (MSA) approach to risk assessment for city economies as set
out in the steps below.
Risk assessment involving numeric and alphabetic measurement techniques are used widely by
business and international development agencies in assessing risks related to projects and other
development activities. The techniques usually involve four steps:
1. The development of a set of risk criteria to enable risks to be assessed.
2. A numeric assessment of the consequences or impacts of an action. It is necessary to select
an appropriate scale. Table 10 shows the scale system used in the ASNZ 4360:1999 Risk
Standards.
3. An alphabetic scale assessment of the likelihood of the risk is then undertaken using the same
risk criteria. Table 11 shows the scale system used.
4. The final step involves the development of a matrix that assesses the relationship between
risk likelihood and consequences, known as anticipated risk. This is shown in Table 12.

Table 10
Level

Qualitative Measures of Consequences or Impacts

Descriptor

Detailed Description of Impacts

1

Insignificant

No injuries, low financial loss

2

Minor

Basic emergency treatment, on-site release
immediately contained, medium financial loss

3

Moderate

Medical treatment required, on-site release contained
with outside assistance, high financial loss

4

Major

Extensive injuries, loss of production capability, off-site
release with no detrimental effects, major financial loss

5

Catastrophic

Death, toxic release off-site with detrimental effect,
huge financial loss

Table 11

Qualitative Measures of Likelihood

Level

Descriptor

Description of Likelihood

A

Almost certain

Is expected to occur in most circumstances

B

Likely

Will probably occur in most circumstances

C

Possible

Might occur at some time

D

Unlikely

Could occur at some time

E

Rare

May occur only in exceptional circumstances

Note: These tables need to be tailored to meet the needs of an individual organization.
Source: SANZ. 2009.

The consequence of a risk event is assessed as the relationship between the likelihood of it
occurring in relation to its potential impact. A risk event of insignificant impact that occurs regularly
would not have the same consequences on an economy as an event that occurred rarely but has
a catastrophic impact. Table 12 shows which frequency and impact combinations of risks have the
most significant consequences.
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Consequences Risk Analysis Matrix Level

Table 12

Insignificant
1

Minor
2

Moderate
3

Major
4

Catastrophic
5

A (almost certain)

H

H

E

E

E

B (likely)

M

H

H

E

E

C (moderate)

L

M

H

E

E

D (unlikely)

L

L

M

H

E

E (rare)

L

L

M

H

H

Likelihood

Note: The number of categories should reflect the needs of the study.
Legend:
E: extreme risk, immediate action required by relevant authorities
H: high risk, senior management attention needed
M: moderate risk, management responsibility must be specified
L: low risk, manage by routine procedures
Source: SANZ. 2009.

Multisector Risk Analysis
A modification to the technique described earlier employs the same basic steps but uses a numeric
score system for assessment of impact and likelihood of risk events. The perceived likelihood and
impact of risk criteria are assessed by an expert group using an intensity scale (15, 7, or 10). The
impact and likelihood risk scores for all criteria are entered in the matrix cells. The columns and
rows are summed then averaged (see Table 13). Graphs can be produced using a spreadsheet table
showing the industry sectors with the highest likelihood and impact of risk events by type and
industry sector.

Table 13

Basic Matrix Format for Multisector Analysis
Industry Sectors

Criteria

A

B

C

Sum

Average

X

2.0

3.0

1.0

6.0

2.0

Y

3.0

4.0

5.0

12.0

4.5

Z

2.0

4.0

3.0

9.0

3.5

Sum

7.0

11.0

9.0

Average

2.3

3.6

3.0

Source: Author. 2014.

To evaluate risk event consequences, a third matrix can be developed by multiplying the likelihood
and impact scores. The product matrix is referred to as anticipated risk. High-level anticipated risks
are of most concern to individuals, governments, businesses, and communities.
Table 14 shows the three-stage risk assessment process. Using a simple scale scoring system, the
products of the likelihood and impact risk scores are used to calculate a score of anticipated risk
(L x I) (see Table 15). In the case of Table 14, the analysis indicates that risk B is the highest.
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Table 14

Measured Criteria Analysis

	Stage 1	Stage 2	Stage 3
Risk Criteria

Likelihood

Risk Criteria

Impact

Anticipated Risk

A

3

A

3

9

B

4

C

3

X

Table 15
Score

B

5

C

4

=

20
12

Anticipated Risk Levels
Level of Anticipated Risk

1–4

Insignificant Risk

5–9

Significant Risk

10–16

Moderate Risk

17–25

Major Risk

Source: SANZ. 2009.

Categories of Risks
To conduct a multisector risk analysis, it is useful to categorize risks. Seven broad categories of risks
are considered important in the management of regional development:
•

Economic risk relates to the impact of global markets, trade factors, inflation, and
transportation and communication affecting goods and services.

•

Production risk relates to access to resources, profits, and production costs, such as labor
disruptions and change in material and energy prices affecting production.

•

Governance risk relates to sovereign risk, government instability, and loss of control over
economic development processes by the government.

•

Environmental risk relates to resource depletion, pollution, disease, natural and humanmade disasters, and quality of life.

•

Societal or social risk relates to public liability claims against businesses, community
attitudes toward development, and pressure groups.

•

Technological risk relates to risks associated with the applications of technologies used in
production processes.

•

Behavioral risk relates to the behavioral characteristics of people. The level of trust, sense
of security, and attitudes toward work affect the performance and efficiency of firms,
organizations, and industry sectors.

Other categories of risks can be added to this list.
The first step in conducting a multisector risk analysis is to assess the perceived likelihood (L) of an
event occurring on a sector of the economy. The second is a two-part assessment of the perceived
impact (I) of this event occurring during the next 3 or 10 years. The technique involves a score
system of perception using a scale of 1–5:
5 = Very strong or very significant, e.g., total loss of assets or business
4 = Strong or significant, e.g., prolonged shutdown or slowdown with setback to profitability
3 = Moderate, e.g., reduced output or performance for several months
2 = Weak or discernible, e.g., inconvenience to business for a short period
1 = Insignificant, e.g., minor inconvenience
Note: An alternative is to assign a percentage (1%–100%) or probability (0–1) of an event occurring.
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Conducting a Local Economy Risk Assessment
Using the basic matrix structure shown in Table 13, the perceived likelihood and impact of each risk
event to be measured is entered into the table carefully.. Three techniques can be used to fill in the
matrix details.
1. The first involves focus groups for each sector to develop a consensus opinion on the perceived
likelihood and levels of impact for each risk attribute.
2. The second involves conducting a survey of leaders or experts of various industry sectors to
seek their responses. The survey forms are collected and processed, and the averages for each
attribute calculated.
3. The third involves a web-based survey that enables a wide sample of people to fill in a
questionnaire.
Where MSA involves a large survey, it is possible to use advanced statistical techniques to identify
important interrelationships between different risk attributes being measured.
The basic risk matrix for assessing risk impacts and likelihood using MSA are shown in Tables 16
and 17.

Table 16

Basic Multisector Analysis Risk Matrix of Impacts (I)
Industry Sectors

Risk Categories

A

B

C

D

E

Sum

Index

Economic Risk

5

4

4

3

2

18

0.72

Production Risk

4

3

5

2

3

17

0.68

Governance Risk

4

5

5

5

3

22

0.88

Environmental Risk

5

4

2

4

5

20

0.80

Societal Risk

4

5

5

4

3

21

0.84

Technological Risk

3

4

3

5

2

17

0.68

Behavioral Risk

2

3

5

3

3

16

0.64

27

28

29

26

21

Sum
Index*

0.77

0.80

0.83

0.74

0.60

* Index is arrived at by dividing the sum of the columns or rows by the maximum score for the column
or row.
Source: B. H. Roberts. 2003.
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Table 17

Basic Multisector Analysis Risk Matrix of Likelihood (L)
Industry Sectors

Risk Categories

A

B

C

D

E

Sum

Index

Economic Risk

5

4

4

5

4

22

0.88

Production Risk

4

3

5

4

5

21

0.84

Governance Risk

4

5

5

2

5

21

0.84

Environmental Risk

3

2

5

4

4

18

0.72

Societal Risk

2

3

3

5

3

16

0.64

Technological Risk

2

5

3

4

2

16

0.64

Behavioral Risk

3

3

5

3

2

16

0.64

23

25

30

27

25

Sum
Index*

0.66

0.71

0.86

0.77

0.71

* I ndex is derived by dividing the sum of the columns or rows by the maximum score for the column
or row.
Source: Author. 2014.

The MSA matrix enables us to develop two important measurements of risks:
•
•

Risks that are of greatest concern (risk type)
Sectors of an economy most affected by risk (industry sector risk)

The analysis above is undertaken to measure the perceived impact and likelihood of risks. To arrive
at the anticipated risk, the scores of the columns and rows in the matrix are summed and averaged.
This is done for the risk impact and risk likelihood matrices (Table 18 ). The scores in the columns
and rows are used to develop the risk index.
In the case of Table 18, governance risk would be the most significant risk impact type, while
industry sector C would be the most vulnerable. MSA can help identify which sectors of the
economy are most vulnerable to risk and which risk types to manage. The indexes can be presented
in simple graphic form as shown in Figures 13 and 14.

Table 18

Multisector Analysis Anticipated or Risk Consequence Matrix
Industry Sectors

Risk Categories

A

B

C

D

E

Sum

Index

Economic Risk

25

16

16

15

8

80

0.64

Production Risk

16

9

25

8

15

73

0.58

Governance Risk

16

25

25

10

15

91

0.73

Environmental Risk

15

8

10

16

20

69

0.55

Societal Risk

8

15

15

20

9

67

0.54

Technological Risk

6

20

9

20

4

59

0.47

Behavioral Risk

6

9

25

9

6

55

0.44

92

102

125

98

77

Sum
Index*

0.53

0.58

0.71

0.56

0.44

* Index is derived by dividing the sum by the maximum score for the row or column.
Source: Author. 2014.
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Index of Risk Type

Figure 13

Industry Sectors Risks

Index Score
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Source: K. Choe et al. 2011.

Index of Sector Risk
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Source: K. Choe et al. 2011.

Developing a Weighted Impact Matrix
The raw scores for risk impact developed in the matrix assume that the impacts will carry
equal weighting across each industry sector. This may not be the case, as some sectors may be
substantially more important to the economy than others. It is necessary, therefore, to weight each
impact score by some measure of economic activity. Normally, weights are applied in proportion
to the significance of each industry sector to regional gross product or proportion of employment.
This gives a better indication of which sectors in the economy will be most affected by the different
risk factors.
Table 19 shows a weighted risk impact assessment. The weights applied may relate to the
proportion of GDP, exports, or employment represented by the sector (Table 20). The weighted
risk impact is calculated by multiplying the raw impact score by the weight. The advantage of
the weighted scores is that it enables a better assessment to be given to which risks should have
priority. The method of developing the index is the same as that described earlier for the impact
and likelihood matrix, except the total maximum score for the risk column is multiplied by the
average weight applied across all sectors, e.g., if there are five sectors, the maximum score would be
multiplied by 1.2.
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Table 19

Weighted Risk Impact Matrix
Industry Sectors

Risk Categories

A

B

C

D

E

Sum

Index

Economic Risk

6.0

5.0

5.2

3.5

2.2

21.9

0.7

Production Risk

4.8

3.8

6.5

2.3

3.3

20.7

0.7

Governance Risk

4.8

6.3

6.5

5.8

3.3

26.6

0.9

Environmental Risk

6.0

5.0

2.6

4.6

5.5

23.7

0.8

Societal Risk

4.8

6.3

6.5

4.6

3.3

25.5

0.9

Technological Risk

3.6

5.0

3.9

5.8

2.2

20.5

0.7

Behavioral Risk

2.4

3.8

6.5

3.5

3.3

19.4

0.7

32.4

35.0

37.7

29.9

23.1

0.8

0.8

0.9

0.7

0.6

Sum
Index*

* I ndex is derived by summing columns and dividing by the maximum score times the average weight
for each sector.
Note: Numbers may not sum precisely because of rounding.
Source: Author. 2014.

Evaluating Anticipated or Consequential Risks
While the measurement and indexes of the potential risk impact and likelihood are important,
they do not provide an indication of which risks should be given priority as far as risk management
is concerned. Most regions and industry sectors will be concerned with managing risks that have
the greatest potential to cause harm. If the likelihood of a high-impact risk event occurring is very
low, then it might be better to apply resources to manage more frequent events that could have
moderate impacts.
The intent of risk management is to apply resources to those risks that have the greatest potential
impact and likelihood of occurring. To do this, another measurement of risk, referred to as
anticipated risk, has been developed. This is a measure of how prepared a region or industry sector
should be to manage specific types of risks.

Table 20

Anticipated (Weighted) Risk Matrix
Industry Sectors

Risk Categories

A

B

C

D

E

Sum

Index

Economic Risk

30.0

20.0

20.8

17.3

8.8

96.9

0.8

Production Risk

19.2

11.3

32.5

9.2

16.5

88.7

0.7

Governance Risk

19.2

31.3

32.5

11.5

16.5

111.0

0.9

Environmental Risk

18.0

10.0

13.0

18.4

22.0

81.4

0.7

Societal Risk

9.6

18.8

19.5

23.0

9.9

80.8

0.7

Technological Risk

7.2

25.0

11.7

23.0

4.4

71.3

0.6

Behavioral Risk

7.2

11.2

32.5

10.4

6.6

67.9

0.5

110.4

127.5

162.5

112.7

84.7

Index

0.6

0.7

0.9

0.6

0.5

Weights

1.2

1.3

1.3

1.15

1.1

Sum

Note: Numbers may not sum precisely because of rounding.
Source: Author. 2014.

87

88

Tool Kit for Rapid Economic Assessment, Planning, and Development of Cities in Asia

Auxiliary Steps (if any):
It is useful to gather as much information on risks impacting on the local economy—for example,
natural disasters, and social and economic disruptions—to develop a better appreciation of risks.
Expected Results:
•

Industry Sector Risk Profile

•

Risk Management Profile

Resources:

Sustainability:

More detailed analyses of risks will require more
extensive data collection.

Risk analysis is an essential step in the CEDFA
analysis process. Risks affect the sustainability
of the economy, and from this it is possible to
develop risk management studies to deal with a
range of risks.

Pointers for Implementation:
•

Make sure the experts appointed are fully familiar with the local economy. It is important to
have financial, economic, environmental, governance, social, and industry experts involved
in the assessment.

•

It may be necessary to make some adjustments to the weighting criteria after the first
assessment.

•

It will be necessary to develop risk management strategies. An example of how to conceptualize
approaches to risk management is shown in the ADB publication Managing Asian Cities, page 37.

Reference:
1. B. H. Roberts. 2011. Framework for Managing Urban and Regional Economic Development Risks.
Risk Assessment and Management. Z. Zhang. Cheyenne, WY, AcademyPublish.org: pp. 200–218.
2. B. H. Roberts. 2003. Regional Risk Management and Economic Development. Australia New
Zealand Regional Science Association. 9 (1). pp. 67–96.
Examples:
See the case study comparing regional economic development risk in two Australian regions in
Roberts (2003).
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Tool 17:

FORECASTING

Flowchart Reference: CEDFA Step 2

Objective:
To prepare socioeconomic forecasts for a local economy
Approach:
There is a range of tools and techniques that can be used to prepare socioeconomic, resource, and
other demand forecasts and projections for a city economy. The two most common techniques are
regression forecasting and ratio analysis.
•

Regression forecasting applies regression analysis using historical statistical data to
extrapolate trends which are then used as forecasts. There are several types of regression
models, but the most commonly used is linear regression. Most spreadsheet packages have
a good explanation of the use of regression analysis.

Other statistical methods for conducting estimates and forecasting:
•

Demand analysis uses ratios (per capita/per unit) as a constant variable k in linear and other
equations to forecast or estimate futures quantities or volumes of demand for products and
services, e.g., water, housing. Linear ratio analysis assumes the constant k. Seldom is this the
case, so that the k constant changes at rates set by assumptions included in the modeling.

•

Demand forecasting (ADB 1999) looks at the effect of different variables, e.g.. price, quality,
and quantity, on demand taking into account elasticity factors.

•

Heuristic methods are used to speed up the process of finding a good-enough solution for
a situation where it is impractical to use statistical methods. Heuristic methods may include
rule of thumb, an educated guess, or an intuitive judgment. More advanced applications may
involve the use of Delphi techniques (Slack 2009), especially when projected outcomes are
difficult to quantify.

Some useful analytical forecasting tools for city economic development (including reference to
relevant websites for templates) are set out in the steps below.
Steps:
1. Prepare population projections:
2. Population cohort projections: See (USAID 2011, 2006)
3. Resource demand forecasting is undertaken using a range of techniques, shift-share, input–
output, regression, and heuristic methods to estimate future demand for a wide range of
products and services. These have to be identified as part of the forecasting needs for the city
economic development plan (CEDP).
4. Infrastructure forecasting involves the use of ratio and regression methods to predict future
demand for infrastructure services such as water, energy, roads, and other utilities. See ADB
(1999) for demand forecasting of water supply.
5. Impact assessment involves the use of input–output, shift-share, and location quotient
analysis to predict future impacts of changes in the economy as the result of population
growth. Impact analysis can be used for developing and testing scenarios. Input–output futures
analysis will provide a broad indication of the demand for employment, size of transactions,
imports, and exports within the economy for projected time periods. These will be very crude
estimates, but they will be important for long-term infrastructure, human, physical, and
economic development needs.
Auxiliary Steps (if any):
Not all these techniques can be used for assessing developing cities. More detailed sector or
thematic forecasting may be required, especially in examining industry clusters.
Expected Results:
Projection on trends, demands for infrastructure, services, resources, and other needs to support
the development of the economy
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Resources:

Sustainability:

Forecasting can be expensive. Detailed
forecasting should only be commissioned for
larger cities.

Forecasting provides a basis for moving forward
and developing strategies, which will result
in more sustainable economic development
outcomes for cities.

Pointers for Implementation:
In some cases, it is useful to include a spatial dimension to forecasts. Some areas will experience a
decline in the demand for economic services, while others will experience an increase. Strategies
and actions to address these differences may need to be incorporated into a CEDP action plan.
Reference:
US Department of Transport. 2000. Economic Development Forecasting Methods, Toolbox for
Regional Policy Analysis.
Examples:
1. ADB. 2008. Managing Asian Cities. Manila.
2. Economic Development and Research Center. 2007. Handbook for Economic Development
Using EDR-LEAP: Local Economic Assessment Package. Boston, MA: Economic Development
Research Group.
3. World Bank. 2011. LED Strategic Planning and Practice Casebook. http://web.worldbank.org
/WBSITE/EXTERNAL/TOPICS/EXTURBANDEVELOPMENT/EXTLED/0,,contentMDK:202
76752~menuPK:402644~pagePK:148956~piPK:216618~theSitePK:341139~isCURL:Y,00.html
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Tool 18:

THrEsHold analYsis

Flowchart Reference: cEdfa step 2

objective:
To identify the planning threshold needs for population or production levels in an economy
approach:
Threshold analysis is based on the population needed to make it economical (cost effective,
profitable) to provide a product, service, or piece of infrastructure (Malisz 1972). For instance, few
people are needed to justify a baker setting up in a village, but it takes more people to justify a major
hospital (Figure 18.1) or a new freeway. There are two key aspects in threshold analysis:
range. How far people are willing to travel for a product or service (for instance, people will
travel farther to get a life-saving medical service than to buy bread). This determines the
area (catchment, market area) that is served. In the case of production and major economic
infrastructure, it will be the transport costs that can be paid for production to be still profitable (for
example, how far it is to profitably transport a rural crop, piece of timber, mineral, or manufactured
product).
Threshold. The minimum amount of demand necessary to justify the local provision of the product,
service, or infrastructure (for instance, a low population can support a local baker, but a much larger
population is needed to support a major supermarket, and an even larger population is necessary to
support advanced medical services).
Thresholds can be determined by
•

Calculating population per unit of activity for the country as a whole (or for a region). This
is similar to calculating “employment ratios” (for example, number of persons per doctor
or number of persons per hospital bed). It can be determined by asking those providing
products, services, or infrastructure.

•

Researching the costs, revenues, and minimum required profits (or use) for each type of
activity.

figure 18.1 Threshold levels for Urban facilities
steps:
• Tax oﬃce
1. Identify the per capita needs for basic types
• Daily newspaper
• Television station
• Airport
• Stadium
• Hospital
of business activities and institutions.
• Swimming
• University
• Manufacturing
pool
• Technical
2. Identify
expected
populations
or
• Commercial
college
banks
• Cinema
production thresholds.
• Supermarket
• Theater
• Chemist
• Car sales
• Doctor
yard
3. Estimate the planning and development
• Gas
• Banks
• Motel
station
• Library
lead time for projects to be in place in •• Baker
Hairdresser
• Football club
advance of the threshold being reached.
< 1,000

1,000–5,000

5,000–25,000

25,000–50,000

50,000–125,000

125,000 +

Population Threshold Range

Source: Author. 2014.

Expected result:
Forward demand by population threshold of needed services and infrastructure
sustainability:
Ensures key infrastructure and institutional needs are planned to demand
reference:
B. Malisz. 1972. Threshold Analysis as a Tool. Urban and Regional Planning. 29. pp. 167–177.
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Tool 19:

Flowchart Reference: CEDFA Step 3

SCENARIO PLANNING

Objective:
To develop and evaluate scenarios for the development of local economy
Approach:
Scenario analysis is concerned with choosing the best options to address complex challenges and
opportunities to develop the local economy. The best approach to scenario analysis is to theme
issues, e.g., institutional capacity building, infrastructure, business development, and governance
(see diagram below). From this, a range of options and suboptions can be developed and evaluated
against a set of uncertainty and impact outcomes criteria. These options and suboptions can be
graphed or mapped, and a cluster of the most preferred development scenarios selected to include
in a pathway analysis.
4. Develop scenarios to be tested
and evaluated for each theme

Develop scenarios from
a holistic assessment of
issues derived from
CEDFA and futures
Analysis

1. Theme Issues
B

C

A
D
3. Evaluate scenarios in terms of
uncertainty and impact criteria

Pathway
Analysis

2. To be Tested

High

Uncertainty
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High

Impact

Low

Most
preferred scenarios

Low

Least preferred scenarios

Source: Author. 2014.

Steps:
The approach used is based on the state of play where a reflection of trend and futures analysis has
been conducted as well. The scenario-building methodology comprised the following steps:
1. The scenario-building process starts with a series of workshops in which experts from
governments, academia, industry, and consulting firms collaborate to identify a range of
development options for the economy in the future, taking into consideration factors
identified in the city economic development analysis (CEDA), trends, and futures analysis.
The objective is to draw plausible and consistent scenarios of how the economy may look in
the future. It is useful to theme or group scenarios under a range of headings that will form the
basis of different strategies in a CEDP.
2. Develop a set of criteria for evaluating the impact and uncertainty of each scenario.
a.

Impacts may include value adding, productivity, market expansion, wealth creation, and
expanded knowledge.

b.

Uncertainties may include risk exposure, keeping within time frames, business and
community support, funding, and feasibility.
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3. It is possible to develop a qualitative scoring system for each of these variables, similar to
multi-criteria analysis.
4. Have a workshop and analyze all the themed scenarios (including subscenarios) to develop
a position matrix to illustrate the least and most preferred scenarios. Ideally, the process
will result in a set of most preferred scenarios; however, there are some scenarios that may
have moderate to low impact or moderate to high uncertainty. These scenarios may be
critical to the overall mix of scenarios that need to be considered to formulate strategies for
the development of the economy. The workshop attendees should decide which preferred
scenarios should go forward to develop pathways.
Note: Scenarios are means of testing what is the preferred least uncertain situation to be in the
future. They do not explain the way to get to that situation. That is the purpose of pathway analysis.
Auxiliary Steps (if any):
For smaller projects, the analysis can be undertaken by the project team, with a broader
consultation process at the end to peer review the results.
Expected Results:
A set of preferred scenarios that will be evaluated to determine the most appropriate pathway to
achieve the desired outcome of each major scenario.
Resources:

Sustainability:

To get the best outcome from this tool,
resources are necessary to run workshops and
focus groups.

Scenario analysis widens the scope of options
in the planning and decision-making processes
and results in a more holistic approach to
problem solving.

Pointers for Implementation:
The workshops or focus groups will require some instructions and careful management to ensure
scenarios are kept to a manageable number.
References:
1. K. Chmura and A. Orozobekov. 2009. Handbook on How to Manage Local Economic
Development. United States Agency for International Development. http://pdf.usaid.gov/pdf
_docs/PNADR128.pdf
2. C. Codagnone and M. A. Wimmer. 2007. Scenario Building. Via San Lucio, Italy. eGovRTD2020
Project
Consortium.
http://www.egovrtd2020.org/navigation/work_packages/wp2
_scenario_building/
3. Montana Department of Transportation. 2010. Scenario Planning Analysis Tools. http://www
.mdt.mt.gov/research/toolkit/m1/tatools/tlut/spsp.shtml
Example:
Cities Alliance. 2007. Assessing Competitiveness Guide to Strategic Frameworks. Understanding
Your Local Economy: A Resource Guide for Cities. Washington, DC. http://www.citiesalliance
.org/ca/sites/citiesalliance.org/files/CA_Docs/resources/led/9.pdf
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Tool 20: MULTI-CRITERIA ANALYSIS

Flowchart Reference: CEDFA Step 3 and
CEPAD Step 5

Objective:
To evaluate preferred project options or rank sector projects for an action plan or to test scenarios
Approach:
Multi-criteria analysis (MCA) offers policy makers an alternative when progress toward multiple
objectives cannot be measured by a single criterion: that is, monetary values. MCA can be used as
a decision-support tool to evaluate the optimal outcomes of a project, taking into consideration
a range of predetermined criteria or variables. Nijkamp (1990) used MCA to evaluate planning
scenarios for major infrastructure projects based on different criteria. This work evaluated a range
of weighting techniques for different applications of MCA.
MCA is used extensively in environmental decision-making processes where a range of often
conflicting criteria are required to be taken into consideration as part of an overall decision-making
process. One of the simplest forms of MCA is goals achievements matrix analysis developed by Hill
(1973). It was used to evaluate alternative project outcomes based on different criteria for transport
planning.
MCA has been successfully used to evaluate optimal land use planning outcomes for energy and
for allocation of community support grants (Enache 1995). Munasinghe (1994, p. 15) argues that
MCA clarifies the most important attributes or goals, eliminating many irrelevant options, and
makes final trade-off process more transparent while also providing the decision makers with more
flexibility of choice. He cites the value of MCA for the World Bank in the evaluation of more than
60 projects each year (1994, p. 16).
Figure 15 shows the basic matrix used for MCA. The option criteria score Xij is a measurement of
the strength of a relationship between each option in, and each criterion jm is evaluated for all cells
(i,j) in the matrix.

Figure 15
Options

Basic Matrix Used for Multi-Criteria Analysis
1

Criteria = J

m

∑

1
i

X=Xij

n
The scores for each Xij in a row are summed horizontally to give an option score (1): The highest
score is the best option or worst option, depending on the measurement scale.
m

Option Score (Oi ) = ∑ Xij..................(1)
l
It is unusual for all criteria being evaluated to carry the same weight. For example, life-threatening
issues are likely to carry a higher rating in a risk analysis. To accommodate the importance of
different criteria, weights Xij are applied to each criterion. The scores of the weight Xij values are
calculated as
m

Weighted Option (ωOi ) = ∑ ωi• Xij ..................(2)
l
This basic technique has been used extensively for prospect evaluation and decision-making needs.
Advanced applications of MCA can become mathematically complex, especially when the criteria are
given ranges. Optimization techniques are required to determine the best range combinations for each
option evaluated. The choice of weights applied to different variables can significantly alter outcomes.
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Techniques such as this can be used to evaluate regional competitiveness factors for industries in
a regional economy. If the competitive factors (i) are listed in rows (i = 1…n) and the industries in
columns (j) (j = 1…m), then values can be obtained for each (Xij). The (Xij) represents the strength
or weakness of relationships between the two sets of variables being evaluated. If the Xij values are
added across the page (summing over j), the strength of different attributes of competitiveness can
be identified. If the column scores are added (summing over i ), the industries with the strongest
attributes of competitiveness can be identified.
In its more advanced form, MCA involves complex linear programming. There is a complete field of
research devoted to MCA, with many publications in the Journal of Multi-Criteria Analysis.
Steps:
MCA is used for a wide range of planning purposes. It is most commonly used to select the
best planning option for the development of new urban areas, preferred development sites, or
evaluation of urban policies.
The following example illustrates the application of MCA in determining the best site for a new
airport in a city. If there are three sites proposed for a new airport, the following criteria, shown in
Table 21, can be used to conduct the analysis:
1. Select an expert panel to conduct the analysis.
2. Score each criterion using a scale of 1–5. The highest or most favorable score is 5.
Not applicable criterion is left blank.
3. Sum the scores for each column.

Table 21

Criteria for Project Selection Using Multi-Criteria Analysis
Sites
Criteria

A

B

C

Distance of the airport to the central business district

2

4

5

Proximity to public transport services

3

2

4

Noise impacts on residential areas

5

3

1

Site conditions (e.g., land flood prone, frequent high winds, foggy)

4

3

4

Land and development costs

3

4

4

Operating costs

3

3

3

Opportunities for expansion in the future

3

4

2

Proximity to air transport service industries

3

4

5

26

27

28

Source: Author. 2014.

Weighting Method
Weighting Criteria
Not every criterion will carry the same weight. It is necessary, therefore, to weight each criterion to
reflect the relative importance to each. The most common technique used is to divide the criteria
as a proportion of the total value. In the example, the weight applied to the distance from the
central business district would be 0.1 of the total value of the criteria. This is done for all criteria.
The total weight value will add up to 1 (Table 22).
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Table 22

Criteria for Project Selection Using Weighted Multi-Criteria Analysis
Sites
Criteria

Weight

A

B

C

Distance of the airport to the central business district

0.10

0.20

0.40

0.50

Proximity to public transport services

0.1 0

0.30

0.20

0.40

Noise impacts on residential areas

0.15

0.75

0.45

0.15

Site conditions (e.g., is land flood prone, foggy)

0.12

0.48

0.36

0.48

Land and development costs

0.15

0.45

0.60

0.60

Operating costs

0.20

0.60

0.60

0.60

Opportunities for expansion in the future

0.05

0.15

0.20

0.10

Proximity to air transport service industries

0.13

0.39

0.52

0.65

1.00

3.32

3.33

3.48

Source: Author. 2014.

In this example, we see that site C has the highest score. We would select site C as the preferred
site for further investigation based on the weighting criteria.
MCA can also be used to determine which projects or proposals are selected for consideration in
a department or agency’s annual action plan. Projects or proposals are evaluated against a set of
performance criteria that may include economic, technology, management, or sustainability criteria.
Auxiliary Steps (if any):
Useful to have an independent focus group develop the criteria that will be used for assessment
Expected Result:
Prioritized list of sector projects for an action plan
Resources:

Sustainability:

Expert focus group’s resources are necessary
to use MCA. The assessment is primarily
qualitative.

Method used for evaluating best options

Pointers for Implementation:
•

It is essential to have qualified and well-informed stakeholders or experts involved in
conducting MCA studies.

•

The results of MCA can be improved if the evaluators are well informed of its purpose and
the qualitative assessment process.

References:
1. P. Nijkamp, P. Rietveld, and H. Voogd. 1990. Multi-Criteria Evaluation in Physical Planning.
Amsterdam: North Holland.
2. Department for Communities and Local Government. 2009. Multi-Criteria Analysis: A Manual.
http://eprints.lse.ac.uk/12761/1/Multi-criteria_Analysis.pdf
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Tool 21:

Pathway Analysis

Flowchart Reference: CEDFA Step 4

Objective:
To identify the best pathways to develop a local economy
Approach:
Pathways are specific routes to be taken to develop the local economy. New pathways can be created,
but more common pathways will be shaped by factors that are historic or political. Pathway analysis
is used to assess the most predictable, innovative, safe, and least risk route to develop the economy.
It is used to plot the future direction for the development of a new future state of the economy. The
analysis of pathways has become an important analytical tool for researchers in understanding the
future and the implications of human actions on natural and human-made systems.
Pathway analysis first became synonymous with biotechnology as a set of analytical tools used
to predict a series of consecutive enzymatic reactions that produce a specific product (Voet and
Voet 1995: p. 440). The concept has been adopted more widely by other disciplines to evaluate
the future potential, options, and directions of developments in various fields or disciplines. More
recently, pathway analysis has been used in setting strategic directions for the development of local
economies (Martin and Simmie 2008).
Pathway analysis in local economic development seeks to identify the vectors that are most likely
to influence the future development pathway(s) of a local economy. Vectors are combinations
of strategic factors or genetic sequences that carry the development process forward toward a
set of determined or desired development outcomes. Pender et al. (2004) used the approach
in identifying development pathways and management strategies to enhance the welfare of
village economies in Uganda. A range of national, village, and household factors were analyzed,
from which six development pathways were identified: expand food production, intensify food
production, cash crop production, livestock production, forestry, and nonfarm activities.
Pathway analysis techniques can be adapted to help shape the planning of economic development
for urban economies. From the analysis of the existing economic governance, structure, capital
stock, logistics, barriers, constraints, and risks, development pathways can be identified for an urban
economy through strategic and action planning processes. These processes can be used to define
the key elements of transformation and strategic architecture (Choe and Roberts 2011) that are
needed to reform, reposition, and develop a local economy to put it on a more sustainable footing
in the future.
Steps:
Pathway analysis for local economic development involves six steps:
1. Assemble an expert reference or focus group to conduct the analysis.
2. Assess the preferred development scenarios.
3. Assess the means and feasibility (using scenario analysis and other methods of analysis)
of achieving the most desirable of economic development outcomes.
4. Fill in the details of the development pathways for realizing these outcomes.
5. Identify the critical building block elements needed to develop the economy to achieve the
expected development outcomes.
6. Define the sequencing of effort and key milestones necessary to achieve the development
pathway outcomes.
The results of the analysis are fed into the vision, strategic, and action planning processes.
Expected Result:
Identification of the most desired or appropriate development pathway for a local economy
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Resources:

Sustainability:

The main resources needed are the inputs from
a series of expert group workshops to conduct
the pathway analysis.

Pathway analysis can help overcome risks,
but one should also take into consideration
other constraints that may impact on the
development of the economy.

Pointers for Implementation:
1. It is important that the expert group has all the information that has been produced to analyze
the local economy.
2. The expert group should be multidisciplinary.
3. It is desirable that the same expert group who conducted the scenario analysis also conduct
the pathway analysis.
References:
1. A useful book providing ideas on Pathways to Industrialization and Regional Development,
see Storper and Scott (1992).
2. GEF MSP. 2010. Impact Pathways Analysis: A Framework for Enhanced Sustainable Land
Management Project Design. http://www.inweh.unu.edu/drylands/docs/KMLand/Impact%20
pathway%20analysis.pdf
3. For concepts on Path Dependence and Local Innovation Systems in City-Regions, see Martin
and Simmie (2008).
4. T. Buck and S. Schmida. 2010. Conducting a Multi-Sector Alliance Assessment: A Framework for
Developing Alliance Strategies and Programming. Washington, DC: United States Agency for
International Development.
5. For conducting Participatory Impact Pathway Analysis (PIPA) for projects, see Schuetz et al.
(2009). Also, see Douthwaite et al. (2009) for project planning and evaluation using PIPA.
Examples:
1. See article by K. Gibson, A. Cahill, and D. McKay. 2010. Rethinking the Dynamics of Rural
Transformation: Performing Different Development Pathways in a Philippine Municipality.
Transactions of the Institute of Bristish Geographers. 35. pp. 237-255.
2. M. Godet. 1994. From Anticipation to Action: A Handbook of Strategic Prospective. Paris: United
Nations Educational, Scientific and Cultural Organization.
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Tool 22:

VISION, MISSION,
AND STRATEGIES

Flowchart Reference: CEPAD Step 3

Objectives:
•

To prepare vision and mission statements for an economic development plan

•

To prepare thematic strategies for an economic development plan

Approach:
Vision and mission statements and strategies are important part of the process in preparing a city
economic development plan (CEDP) and associated plans. See notes on the preparation of vision
statements and strategies in the tool kit.
The vision statement provides a framework for commitments and sound decision making for
the allocation of resources by stakeholders for CEDP implementation. Vision statements should
be credible and describe measurable and desirable development outcomes for a city’s economy
within a set time frame. A vision statement must be to the point, informative, and creative so that
all stakeholders involved in the preparation and implementation of an economic development plan
and the community know what it is they should be working to achieve.
Vision statements should be realistic and take into consideration the circumstances, resources,
capabilities, and capacities of a city to achieve a realizable set of outcomes. Too many vision
statements are nothing more than dreams. It is better to achieve a few things that improve the local
economy than to be overly ambitious and achieve little.
A mission statement normally describes the purpose and the desired level of performance of an
organization. It is used to guide the decisions involving the actions of the organization to achieve its
vision and goals. It also provides the framework within which a company’s business and operational
strategies are formulated.
In economic development plans, a mission statement takes the form of a policy statement outlining
the purpose of the plan together with the strategic directions and strategic architecture to be
created over a set period of time to support the development and management of the economy in
achieving a CEDP vision and outcomes.
The mission statement should provide the framework for the development of strategies. It may
include a thematic set of strategic outcomes that elaborate the vision:
•

Industries, clusters, and initiatives that will be targeted to support a more diversified
economic base to increase local economic and employment multipliers.

•

Key elements or building blocks of strategic architecture that must be strengthened, built,
and managed to enhance the competitiveness, growth, and development of the economy.

•

Mechanisms for the management of threats, risks, and changes that have the potential
setback to the economy or prevent the realization of the vision.

Economic development strategies are used to direct and formulate a wide range of actions,
initiatives, and activities to achieve a future desired development outcome set by a vision
statement. They should
•

describe important future strategic directions and actions that build on a city’s unique
resources, creativity, status, and competitiveness strengths to develop its economy—based
on a good understanding of emerging and anticipated long-term environmental changes,
trends, and circumstances;

•

provide the framework for many different stakeholders to work collaboratively and
cooperatively in continually shaping and building a city’s strategic architecture and
infrastructure to ensure it has the capacity to respond to changes in market demands and
behavior, technologies, innovation, governance, endowed resources, human capital needs,
risks, and pressing environmental factors that have the potential to impact on the economy
in the future;
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•

set the focus of important actions, initiatives, projects, and programs to be undertaken to
develop the economy (when these are to be completed, by whom, utilizing what resources),
and not just having a list of things that need to be done; and

•

provide certainty to government agencies, business, investors, developers, and communities
that the actions and programs in a CEDP to deliver on a range of outputs that progressively
support the realization of the vision and outcome sought by the plan.
In preparing strategies for a CEDP, it is useful to read Step 3 -- Vision and Strategies
on page 19.

Steps in Preparing a Vision Statement:
1. Identify stakeholders to be engaged in the preparation of the vision and mission statements,
strategies, and overall action plan.
2. Convene a meeting of stakeholders to prepare a vision statement. (The meeting should
include business leaders, heads of agencies, community leaders, academics, professionals,
labor, and industry associations.)
3. Identify key features to be incorporated in the vision statement.
4. Prepare and have a workshop for the vision statement.
5. Proceed to the preparation of mission statement.
6. Revisit and amend the vision statement to align with mission and strategies.
Steps in Preparing a Mission Statement:
1. Convene a meeting of stakeholders. (Meeting should include business leaders, heads of
agencies, community leaders, academics, professionals, labor, and industry associations.)
2. Review the scenarios and pathway analysis developed through the CEDFA process.
3. Sort out the themes that will provide the best overall road map for setting the strategic directions
and strategic architecture (road map) to guide the development of the economy. See the
examples for Singapore (1997), Sydney (2007), or Toronto (2000) economic development
plans for thematic strategic direction for these cities’ economic development plans.
4. Develop the themes into a mission statement.
Steps in Preparing Strategies:
1. Convene a meeting of stakeholders. (Meeting should include business leaders, heads of
agencies, community leaders, academics, professionals, labor, and industry associations.)
2. Develop strategies under the themes or strategic directions set out in the mission statement.
Ensure all strategies are targeted, measurable, and achievable, and can be resourced and
managed.
3. Ensure the strategies can be linked easily into the action plan.
Auxiliary Steps (if any):
A CEDP usually includes a value statement. It is important for the development of cities and
regions that economic development be accomplished in a planned, well-managed, and sustainable
manner to preserve and protect the environment, promote the wise use of natural resources,
support the development of cultural amenities, and improve the overall quality of life. A value
statement is a common set of agreed principles that local governments and other stakeholders
will seek to uphold in the implementation of a plan about rights, equity, accessibility, transparency,
accountability, and good governance. These principles are used as indicators of performance,
competitiveness, and constraints to doing business. It is important that cities seek to uphold these
principles as they influence investor decisions—especially by large multinational companies that
must be more accountable to their shareholders and consumers on matters of ethics, human rights,
and environmental sustainability in making investments in developing countries.
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Expected Results:
•

Vision and mission statements

•

Strategies based on targeted themes

Resources:

Sustainability:

Significant resources are required to run
workshops to develop the vision and mission
statements and prepare strategies for a CEDP.

Vision, mission, and value statements are
intended to provide a message that reinforces
the principles of sustainability.

Pointers for Implementation:
Make sure stakeholders are fully engaged and committed to the vision, mission, and strategies
preparation process. If stakeholders are not engaged in this, they are unlikely to take ownership
or commit to the implementation of the plan. A vision is something that should be shared by all
stakeholders. However, it is important to get political sign-off on the vision, mission, and strategies
before proceeding to the action planning.
References:
1. See format for Vision and Mission Statement for the Preparation of City Development Plan for
Shillong, India (BCEOM 2008). Also, for the preparation of city development vision statement,
see Pimpri Chinchwad City Development Plan (2006), pages 3–20.United Nations Centre for
Human Settlements. 2005. Promoting Local Economic Development through Strategic Planning.
United Nations Human Settlements Programme. http://www.ecoplanintl.com/tiny_mce
_uploads/documents/led_vol_i_quick_guide_complete.pdf
2. World Bank. 2005. Making Local Economic Development Strategies: A Trainer’s Manual. Washington,
DC. http://www.worldbank.org/urban/local/toolkit/docs/trainers-guide-manual.pdf
Examples:
1. City of Toronto. 2000. Toronto Economic Development Strategy. Toronto. http://www
.ci.chapelhill.nc.us/Modules/ShowDocument.aspx?documentid=324
2. Sydney City Council. 2007. Draft Economic Development Framework. Sydney.
h t t p : / / w w w. c i t y o f s y d n e y. n s w. g o v. a u / B u s i n e s s / d o c u m e n t s / C i t y E c o n o m y /
EconomicDevelopmentFramework.pdf
3. C. Van Empel. 2000. Local Economic Development in Polonnaruwa District, Sri Lanka. Geneva:
International Labour Organization. http://www.ilo.org/wcmsp5/groups/public/---ed_emp/
---emp_ent/---led/documents/projectdocumentation/wcms_112295.pdf
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Tool 23:

Flowchart Reference: CEPAD Step 4

PREPARING ACTION PLANS

Objective:
To develop an action plan providing details on projects, programs, and activities to be implemented
as part of a city economic development plan (CEDP)
Approach:
Action Planning Process
Strategies describe or plot the course or direction a community will follow to develop employment
and economic opportunities for the future. Action plans provide the tools to implement strategies.
An action plan includes a list (containing a brief description) of various proposals, projects, and
programs to be implemented as part of a development strategy, within a specified time frame, and
assumes a commitment to identified resources by nominated stakeholders. Action plans have
several important functions:
•

Describe project outcomes

•

Develop project output actions

•

Establish financial alternatives for projects

•

Identify project mechanisms to implement and structure projects

Components of Action Plans
The Inputs and Outputs of the Action Plan Process
Figure 16 shows the different components of an action plan for CEDP. There are five basic inputs
needed to implement projects included in an action plan. These are known as the five Ms: Materials
(natural and construction), Manpower (labor), Management (project, professional, operations),
Markets (financial, suppliers, consumer, and trade), and Money (equity and debt finance). Each
input needs to be quantified according to type, quantity, quality, and time.
The outputs generated by an action planning process normally include products, service programs,
infrastructure, other built assets, employment, community and/or environmental improvements,
and spin-offs and/or linkages. The process of monitoring long-term performance of outputs is
referred to as benchmarking.

Figure 16

Basic Framework of an Action Plan
Inputs

Materials

Manpower

Management

Markets

Money

Institutions
Business,
Developers and

Products /Assets

Services

Employment

Outputs

Source: Author. 2014.

Linkages and Spin-offs

Community Improvements
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There are no rules or standard formats used to prepare an action plan. An action plan will normally
contain the following elements:
1. reference number
2. group or sector category, i.e., infrastructure, education, environment
3. description of the proposal, project, or program
4. description of the task(s) to be undertaken
5. agencies and departments responsible for executing the tasks
6. relationship to strategy or objective in the strategic plan
7. estimated budget, other costs, and resources required
8. timing of the project
9. performance standard or targeted outcomes
10. information notes
11. risk assessment of the proposal, project, or program
Types of Project Design
Most projects included in an action plan are single-entity projects. However, several other ways
of packaging projects can have a significant bearing on the use of resources, delivery times, and
sustainability.
•

Bundled projects are projects of a similar type that can be grouped together to make use of
common resources and infrastructure.

•

Programmatic projects are projects related to a theme of activities. These may include
different streams of projects related to urban upgrading or capacity-building programs.

•

Integrated projects involve multisector inputs. They may include capital works and training
programs for health, transport, or industrial development.

•

Cluster projects are similar to integrated projects, but they involve support activities to
develop or improve the efficiency of an industry or logistics system supply chain. A cluster
project might include the development of an eco-industrial park, water management
systems, or health system.

There are few techniques that enable rapid assessment of the types of project design and
delivery. Supply chain mapping is a useful tool to identify opportunities for integrated and cluster
project design. Asset auditing offers a way to improve bundled and programmatic design. Careful
assessment of inputs in the action planning process can reveal opportunities for achieving
economies of scale and common-user services and facilities.
Integration of Projects
A major problem associated with the sustainability of urban development is the failure to integrate
projects that complement other projects and support value adding to production and supply
chain processes within local economies. This problem occurs because of the silo nature of the
way departmental action plans are prepared, and the unwillingness of public agencies to share
information. In formulating action plans, integration or bundling of linked projects that add value to
the economy should be weighted heavily in the project prioritization process.
The concept of programmatic or bundling of projects that are similar in nature or integrated has
been adopted by the United Nations Framework Convention on Climate Change for project
developed under the Clean Development Mechanism (Mariyappan et al. 2005).
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Steps:
1. Convene industry panels to identify projects, programs, and activities to support the strategies
for the CEDP.
2. Prepare a list and description of projects or programs for each strategy to be included in the
action plan.
3. Identify all linked activities by grouping projects into sector, programmatic, and clusters
projects.
4. Identify the implementation and funding mechanisms for each action item.
5. Ensure relevant inputs are available and gain commitments.
6. Identify and create institutional frameworks for implementation, monitoring, and evaluation
of all actions.
7. Conduct a prioritization of all actions in the action plan.
Auxiliary Steps (if any):
•

As a means of reducing costs, it is often useful to conduct preliminary prefeasibility studies
on major projects to check if they should be included in the action plan.

•

It is often useful to conduct some analysis of action plan projects where there may be a
choice of options to implement.

Expected Result:
Comprehensive action plan showing a list of projects to implement the CEDP
Resources:

Sustainability:

The main resources required are expert inputs
into a series of workshops and discussion
groups.

Action plans help to ensure the orderly
delivery of important projects and programs
to help develop local economies; otherwise,
development will be executed in a haphazard
and inefficient way.

Pointers for Implementation:
Make sure the following matters are addressed:
•

Who takes responsibility for each program or project?

•

What are the targets in terms of outputs, timing, and funding?

•

What steps need to be taken to achieve the targets?

•

What will the reporting structures and communication strategy consist of, and how will they
be put into effect?

•

What are the performance monitoring and evaluation systems and processes?

•

What has to happen to ensure they are in place and are used?

•

What are the budgetary and human resource requirements for the sustained delivery of the
project or program?

•

What are the institutional implications of the local economic development programs and
projects, including internal implications of the procedures and processes of the municipality?

•

What new departmental and staff coordination will be necessary to fulfill the project?

•

What are the new skills required for the implementation of programs and projects?

References:
1. ADB. 2011. Results Management at the Project Level. Manila. 3 March. http://www.adb.org/
documents/guidelines/mfdr/introduction-to-results-management/pg007.asp
2. C. Saldanha and J. Whittle. 1998. Using the Logical Framework for Sector Analysis and Project
Design: A User’s Guide. Manila: Asian Development Bank. http://www.adb.org/Documents/
Guidelines/Logical_Framework/default.asp
3. G. Swinburn and F. Murphy, eds. 2004. Local Economic Development Strategic Planning and
Practice Casebook. Washington, DC: World Bank.
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4. G. Swinburn, S. Goga, and F. Murphy. 2006. Local Economic Development: A Primer—Developing
and Implementing Local Economic Development Strategies and Action Plans. Washington, DC:
World Bank, Cities of Change, and Bertelsmann Stiftung. http://siteresources.worldbank.org/
INTLED/423069-1099670772921/20738133/led_primer.pdf
5. South African Government. 2001. Integrated Development Planning for Local Authorities: A UserFriendly Guide. Pretoria, South Africa: Ministry Provincial and Constitutional Government.
6. T. S. Lyons and R. E. Hamlin. 2001. Creating an Economic Development Action Plan: A Guide for
Development. Westport, CT: Praeger Publishers.
7. United Nations Development Programme. 2007. Supporting Capacities for Integrated Local
Development. New York.
Examples:
1. G. Swinburn and F. Murphy, eds. 2004. Local Economic Development Strategic Planning
and Practice Casebook. Washington, DC: World Bank. http://web.worldbank.org/WBSITE/
EXTERNAL/TOPICS/EXTURBANDEVELOPMENT/EXTLED/0,,contentMDK:20276638
~menuPK:402644~pagePK:148956~piPK:216618~theSitePK:341139~isCURL:Y~isCURL:Y,00
.html
2. Local Economic Development in Polonnaruwa District, Sri Lanka.
3. City of Dublin. 2009. Economic Development Action Plan for Dublin and the Region. Dublin.
http://www.dublincity.ie/YourCouncil/CouncilPublications/Documents/Dublin_Region
_Economic_Action_Plan_-_Lo_Res.pdf
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Tool 24:

GOALS ACHIEVEMENT MATRIX

Flowchart Reference: CEPAD Step 5

Objective:
To prioritize multisector projects
Approach:
Explanation of the Tool
Multi-criteria analysis (MCA) attempts to compare proposals for an organization or the whole of
government against a set of commonly agreed overall evaluation criteria. Goals achievement matrix
(GAM) facilitates the evaluation of multiple alternatives against multiple objectives or goals. GAM
is essentially an analysis method for evaluating how well a series of alternative projects, programs,
or actions achieve or satisfy a set of planning goals or criteria across all departments or agencies.
The method also indicates the degree to which one alternative is better or more attractive relative
to all other alternatives being evaluated. GAM represents a significant improvement over an MCA
in that it can accommodate almost any unit format that measures the performance of alternative
proposals against a specific goal or objective.
Procedures for Using Goals Achievement Matrix to Evaluate Alternative Proposals
Proposals Classified by Sector Orientation
In setting up the GAM, proposals and projects from all agencies are gathered by a central
coordinating planning agency and compiled in a list. The proposals are organized by their sector
orientation. Multisector agency projects are listed according to the lead or nominated agency
responsible for the overall budget for the proposal. The assignment of specific proposals to an
appropriate sector is not always clear. The following broad “sector” categories provide a useful
classification for the wide range of projects that provincial and district government agencies may
propose.
•

Environment/Science – Includes proposals related to the environment, parks, science,
modernization of technology, solid waste disposal, and canal rehabilitation

•

Government/Finance – Includes proposals related to government laws, management,
licensing, financial policy, and taxation

•

Industry – Proposals related to industries, industrial parks, and export processing zones

•

Infrastructure – Proposals for infrastructure development projects, e.g., water and
power supply

•

Social Infrastructure/Services – Proposals for education, health, and public relations

•

Spatial Policies – Special sector related to proposals that are spatially focused

•

Transport – Proposals for roads, bridges, airports, and ports

The above classification seeks to group projects that may have a multiple agency or
interdisciplinary component. In cases where a sector has a minimal number of proposals, proposals
can be allocated to the next most appropriately related sector. An alternative approach is to have
proposals and projects listed by agency or department.
Sector Evaluation of Projects
This process involves designing a set of criteria related to the planning goals of the organization
to evaluate projects within a given sector (similar to MCA described earlier). The selection of
common goals against which all projects will be evaluated is difficult as these can vary between
agencies. As government has the responsibility for allocating public resources for development
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and other programs, it is essential that agencies define and agree upon a common set of goals
against which all types of projects will be assessed and prioritized. The goals criteria used in a GAM
need to be broad enough to enable differences in a wide range of proposals and projects to be
evaluated against each other. The assessment used to evaluate the planning goals may be financial
or performance related, i.e., number of units produced. Useful criteria that might be used in this
evaluation process are
Instrumentality – An assessment of the extent to which the proposal can be implemented
gradually or in increments over time.
Independence – An assessment of the extent to which a proposal can be implemented
independently from other proposals or projects. In other words, is a proposal dependent on the
completion of several prerequisite projects?
Complexity – An assessment of the extent to which a proposal needs to be dealt with by several
government agencies.
Funding Attractiveness – An assessment of the potential for the proposal to be funded by
nongovernment entities (e.g., private, official development assistance, grant).
Multiplier Effects – An assessment of the extent to which the project has the potential to add
value to the organization or the community it is designed to serve.
Sustainability – An assessment of the sustainability of the project—are the benefits for a short
term or long term?
Beneficiaries – An assessment of the extent to which the project benefits a small or larger group.
Dispersal – An assessment to measure how well a proposal promotes dispersal of benefits, ideas,
and technologies, and the multiplier effects of these.
Environment – An assessment criterion to measure whether a proposal is likely to have a
negative or positive impact on the environment.
Poverty Alleviation – An assessment to measure a proposal’s ability to alleviate poverty, reduce
income disparity, and generate wealth.
Growth – An assessment to measure a proposal’s ability to promote economic growth.
Implementation – An assessment to measure a proposal’s ability to be implemented within the
plan’s time frame.
There is need to ensure that all criteria can be assessed against measurable units for scoring
purposes. A numeric scale scoring system with a range of 1–5 or similar could be used to assess
each project against the selection criteria. It is important to identify measurable units that can
be logically associated with each criterion—for example, the cost of projects expressed in dollars,
employment, time scale, etc. Although the formats for criteria may differ, this should not be a concern
as those differences will be dealt with as part of the overall procedures of the evaluation later.

107

108

Tool Kit for Rapid Economic Assessment, Planning, and Development of Cities in Asia

Scoring of Proposals against Evaluation Criteria
Each project is scored by the review team. A general indication for evaluating scores might be
0 = Not applicable, the proposal cannot be evaluated against this criterion
1 = The proposal is likely to have a strong negative impact relevant to the criterion
2 = The proposal is likely to have a moderate negative impact relevant to the criterion
3 = The proposal is likely to have no particular impact relevant to the criterion
4 = The proposal is likely to have a moderate positive impact relevant to the criterion
5 = The proposal is likely to have a strong positive impact relevant to the criterion
Care must be taken to ensure positive and negative assessments criteria do not cancel each other
out. For example, a project with high environmental impacts would be given a low score. Negative
scoring should be avoided as it is very easy to confuse negative- and positive-impact scores.
Weighting Goals
The next step in the process involves developing a set of weighted goals. Not all goals will carry the
same weight. For example, growth goals might carry a higher weight than poverty alleviation, since
economic growth is necessary to reduce poverty. The weighting of goals is a judgmental process
and is therefore subjective. It can be carried out by individuals or groups. Participants awarding
weights can do so by distributing a given set of points over the full set of objectives similar to
allocating a budget.
Steps:
Calculating the Result
Three basic steps are used in the calculation of GAM scores:
1. The lists of sector proposals and projects are given to specialized evaluation teams. All
proposals or projects are evaluated against the planning goals criteria based on the 0–5
scale described earlier. The score will be tabulated in rows. These scores are known as the
“raw scores.” An average score is then derived, by summing each row and dividing this by
the number of score entries greater than zero. For example, if there were 12 planning goal
criteria, but only 10 were valid, the raw score would be divided by 10. The average of the scores
shown in the summed row column is known as the “raw score” for the project. The average raw
project scores can be ranked and listed in order of priority.
2. All sector teams meet to discuss and derive a set of weights to be applied for each planning
goal. It is important to involve key politicians and decision makers in this process, as the
weight applied to planning goals is very political. Unless politicians are committed to setting
priorities for evaluating proposals and projects, it is very difficult to get a systematic approach
to decisions that affect development and management of the environment. The technique
used for developing weights is the same as that used for MCA.
3. The raw scores for each proposal or project are multiplied by the weight criterion scores to
derive a matrix of weight scores. The raw scores are tabulated and an average score derived
using the same method described in step 1. It is important to divide each row by the number of
valid responses; otherwise, the average score will be underestimated. (In some cases, one or
more of the criteria used in the evaluation may not be applicable to the scoring process.) The
average scores are then ranked, and a list of priority projects is generated. The list of priority
projects becomes the basis for developing the annual action plan for an organization. Sector
lists for projects are then generated for different sector agencies.
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4. This involves cross-agency review and consultation process on the results of the GAM. There
are many situations where sector teams developing the raw scores for individual proposal or
projects are not aware of other factors that might influence the scoring of a proposal. The
review process enables fine-tuning of the results. The consultation process is very important
in sorting out multiple agency-funded projects and projects that may have a high-dependency
factor on a lead project being completed.
A GAM is a useful decision-making tool. The outcomes of a GAM reflect the values and judgments
of public policy makers, and provide a framework for setting priorities for the development of
communities and societies. It is a useful technique, but it needs to be treated with care. Sometimes,
the results may seem odd. For this reason, the final outcomes of the analysis need to be examined
very carefully. There are often compelling reasons why some projects with low scores should be
selected ahead of others.
While GAM may look confusing, it is a relatively simple and widely used technique. The technique
has been developed by the City Development Initiative for Asia (CDIA 2009) and applied
successfully in evaluating infrastructure projects.
Auxiliary Steps (if any):
It is useful before undertaking a GAM to become familiar with MCA as explained in the previous
tool.
Expected Results:
•

Prioritized list of projects for an action plan on a sector-by-sector basis

•

Bundling or clustering of projects that can be implemented in a collaborative
or programmatic way

Resources:

Sustainability:

The resources needed to prepare a GAM are
mainly those to run the expert reference groups.
However, the process can be very political as
different agencies compete for projects. The
process, therefore, can become prolonged,
especially in developing the goal criteria and in
finalizing the list and ranking of projects.

GAM is a useful way to determine which
development projects should be supported
to develop a local economy. It provides a
nonmonetary basis for selecting projects that
may be important to the sustainability of a city’s
development where estimating the value of
projects is difficult to determine.

Pointers for Implementation:
It is very important to include senior decision makers and politicians in defining and weighting
the goals and achievements criteria used to conduct the analysis. The analysis is best done on a
thematic or sector-by-sector basis.
Reference:
M. Hill. 1973. The Goals Achievement Matrix (GAM) Method of Evaluation. Chapel Hill, NC:
University of North Carolina.
Example:
Case Study Example
The following example demonstrates the four-step process to prepare a GAM. The case study
shows how GAM was applied to determine a priority list of projects to prepare an annual action
plan for a district or local government in Viet Nam for an urban management United Nations
Development Programme project. It was used to conduct an assessment for over 600 projects
involving six sector agencies. Only a small amount of information for three sectors is shown.
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Instrumentality

Independence

Complexity

Funding
Attractiveness

Multiplier Effects

Sustainability

Beneficiaries

Dispersal

Environment

Poverty
Alleviation

Growth

Implementation

Raw Score

Ranking

T1

Transport

Complete inner
ring road

2

3

3

4

5

3

2

3

3

5

2

4

3.3

7

T2

Transport

Inner ring road
bridge

2

4

4

2

3

1

5

4

4

5

3

2

3.3

7

T3

Transport

Urban buses and
other (pls specify)

3

4

3

2

1

3

3

3

5

4

1

3

2.9

18

T4

Transport

Inland waterways

3

4

3

2

2

3

5

2

3

1

3

5

3.0

14

T5

Transport

Outer ring road

3

4

5

3

4

3

4

2

4

4

3

1

3.3

5

T6

Transport

Improve road
intersections and/or
terminals

5

5

4

1

4

1

3

3

3

1

3

2

2.9

18

T7

Transport

Port rehabilitation

2

3

1

3

3

3

5

5

4

3

5

3

3.3

5

T8

Transport

Main street
pedestrian mall

4

2

3

5

1

2

3

2

3

3

4

5

3.0

10

T9

Transport

Regional airport
improvements

1

1

3

3

3

2

3

2

4

4

2

3

2.6

28

T10

Transport

Pedestrian
overpasses

4

3

4

2

4

4

2

3

4

3

2

1

3.0

14

E1

Environmental/
Science

Relocate canal
dwellers

2

2

3

0

3

5

2

3

4

3

0

2

2.9

24

E2

Environmental/
Science

Coastal protection
works

3

4

4

4

4

5

3

3

4

2

3

4

3.6

1

E3

Environmental/
Science

Mangrove
rehabilitation

3

4

3

3

2

4

1

5

5

4

1

4

3.3

7

E4

Environmental/
Science

Flood retention
basins

4

2

2

2

3

1

3

2

3

1

3

3

2.4

29

E5

Environmental/
Science

Develop tourist
areas

5

3

1

2

4

4

3

4

2

1

2

2

2.8

27

E6

Environmental/
Science

Coastal land studies

3

1

5

2

3

1

3

2

5

3

3

4

2.9

18

E7

Environmental/
Science

Pollution modeling

2

3

3

5

3

4

3

3

5

4

0

3

3.5

3

E8

Environmental/
Science

Acid soils
investigations

4

2

3

5

2

5

3

5

3

3

0

2

3.4

4

E9

Environmental/
Science

Sewage effluent
plant no. 2

2

5

4

3

3

2

2

2

3

3

5

3

3.0

10

E10

Environmental/
Science

Relocate industries
and treat pollution

1

3

4

3

3

2

2

3

2

2

3

1

2.4

29

SI1

Social
Infrastructure/
Services

Reduce infant
mortality and
malnourishment

2

3

3

4

5

3

2

3

2

2

2

3

2.8

25

SI2

Social
Infrastructure/
Services

Move infectious
hospitals to outskirts

2

4

4

2

3

1

3

4

3

4

3

2

2.9

18

SI3

Social
Infrastructure/
Services

Promote press,
publication, and
printing

3

4

3

2

1

5

3

2

3

4

3

2

2.9

18

Alternatives

Sector

Step 1: Define raw scores.

No.
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Independence

Complexity

Funding
Attractiveness

Multiplier Effects

Sustainability

Beneficiaries

Dispersal

Environment

Poverty
Alleviation

Growth

Implementation

Raw Score

Ranking

Secure land and
funding for new area
schools

3

4

3

2

2

2

5

4

3

4

2

3

3.1

10

SI5

Social
Infrastructure/
Services

Increase
enrollments of
school-age children

3

4

2

3

4

3

4

4

5

5

4

1

3.5

2

SI6

Social
Infrastructure/
Services

Develop sports
recreation and
tourism facilities

5

5

4

1

4

1

3

2

2

3

1

3

2.8

25

SI7

Social
Infrastructure/
Services

Promote film
industry and
cinemas

2

3

1

3

3

3

5

3

3

3

5

2

3.0

14

SI8

Social
Infrastructure/
Services

Renovate and/or
expand museums
and libraries

1

1

3

3

3

2

3

4

4

4

5

3

3.0

14

SI9

Social
Infrastructure/
Services

Complete national
university

4

3

4

2

4

4

2

1

2

4

4

3

3.1

10

Social
Infrastructure/
Services

Modernize and/or
expand existing
hospitals

5

3

1

2

4

4

3

3

1

3

4

2

2.9

18

No.
SI10

Alternatives

SI4

Social
Infrastructure/
Services

Sector

Instrumentality

Step 1 continued

Step 2: Define weighted planning goals.
Instrumentality

0.06

Independence

0.07

Complexity

0.09

Funding Attractiveness

0.06

Multiplier Effects

0.09

Sustainability

0.10

Beneficiaries

0.11

Dispersal

0.09

Environment

0.07

Poverty Alleviation

0.09

Growth

0.10

Implementation

0.07

TOTAL

1.00
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Instrumentality

Independence

Complexity

Funding
Attractiveness

Multiplier Effects

Sustainability

Beneficiaries

Dispersal

Environment

Poverty Alleviation

Growth

Implementation

Weighted Score

Transport

Complete inner
ring road

0.12

0.21

0.27

0.24

0.45

0.30

0.22

0.27

0.21

0.45

0.20

0.28

0.27

8

7

T2

Transport

Inner ring road
bridge

0.12

0.28

0.36

0.12

0.27

0.10

0.55

0.36

0.28

0.45

0.30

0.14

0.28

6

7

T3

Transport

Urban buses and
other (pls specify)

0.18

0.28

0.27

0.12

0.09

0.30

0.33

0.27

0.35

0.36

0.10

0.21

0.24

24

18

T4

Transport

Inland waterways

0.18

0.28

0.27

0.12

0.18

0.30

0.55

0.18

0.21

0.09

0.30

0.35

0.25

15

14

T5

Transport

Outer ring road

0.18

0.28

0.45

0.18

0.36

0.30

0.44

0.18

0.28

0.36

0.30

0.07

0.28

4

5

T6

Transport

Improve road
intersections and/or
terminals

0.30

0.35

0.36

0.06

0.36

0.10

0.33

0.27

0.21

0.09

0.30

0.14

0.24

23

18

T7

Transport

Port rehabilitation

0.12

0.21

0.09

0.18

0.27

0.30

0.55

0.45

0.28

0.27

0.50

0.21

0.29

3

5

T8

Transport

Main street
pedestrian mall

0.24

0.14

0.27

0.30

0.09

0.20

0.33

0.18

0.21

0.27

0.40

0.35

0.25

17

10

T9

Transport

Regional airport
improvements

0.06

0.07

0.27

0.18

0.27

0.20

0.33

0.18

0.28

0.36

0.20

0.21

0.22

28

28

Transport

Pedestrian
overpasses

0.24

0.21

0.36

0.12

0.36

0.40

0.22

0.27

0.28

0.27

0.20

0.07

0.25

16

14

E1

Environmental/
Science

Relocate canal
dwellers

0.12

0.14

0.27

0.00

0.27

0.50

0.22

0.27

0.28

0.27

0.00

0.14

0.25

18

24

E2

Environmental/
Science

Coastal protection
works

0.18

0.28

0.36

0.24

0.36

0.50

0.33

0.27

0.28

0.18

0.30

0.28

0.30

1

1

E3

Environmental/
Science

Mangrove
rehabilitation

0.18

0.28

0.27

0.18

0.18

0.40

0.11

0.45

0.35

0.36

0.10

0.28

0.26

9

7

E4

Environmental/
Science

Flood retention
basins

0.24

0.14

0.18

0.12

0.27

0.10

0.33

0.18

0.21

0.09

0.30

0.21

0.20

30

29

E5

Environmental/
Science

Develop tourist areas

0.30

0.21

0.09

0.12

0.36

0.40

0.33

0.36

0.14

0.09

0.20

0.14

0.23

27

27

E6

Environmental/
Science

Coastal land studies

0.18

0.07

0.45

0.12

0.27

0.10

0.33

0.18

0.35

0.27

0.30

0.28

0.24

22

18

E7

Environmental/
Science

Pollution modeling

0.12

0.21

0.27

0.30

0.27

0.40

0.33

0.27

0.35

0.36

0.00

0.21

0.28

5

3

E8

Environmental/
Science

Acid soils
investigations

0.24

0.14

0.27

0.30

0.18

0.50

0.33

0.45

0.21

0.27

0.00

0.14

0.28

7

4

E9

Environmental/
Science

Sewage effluent
plant no. 2

0.12

0.35

0.36

0.18

0.27

0.20

0.22

0.18

0.21

0.27

0.50

0.21

0.26

14

10

E10

Environmental/
Science

Relocate industries
and treat pollution

0.06

0.21

0.36

0.18

0.27

0.20

0.22

0.27

0.14

0.18

0.30

0.07

0.21

29

29

SI1

Social
Infrastructure/
Services

Reduce infant
mortality and
malnourishment

0.12

0.21

0.27

0.24

0.45

0.30

0.22

0.27

0.14

0.18

0.20

0.21

0.23

25

25

SI2

Social
Infrastructure/
Services

Move infectious
hospitals to outskirts

0.12

0.28

0.36

0.12

0.27

0.10

0.33

0.36

0.21

0.36

0.30

0.14

0.25

21

18

SI3

Social
Infrastructure/
Services

Promote press,
publication, and
printing

0.18

0.28

0.27

0.12

0.09

0.50

0.33

0.18

0.21

0.36

0.30

0.14

0.25

19

18

T10

Weighted Score
Ranking

Sector

T1

Projects

No.

Raw Score Ranking

Step 3: Calculate weighted scores.

continued on next page
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Instrumentality

Independence

Complexity

Funding
Attractiveness

Multiplier Effects

Sustainability

Beneficiaries

Dispersal

Environment

Poverty Alleviation

Growth

Implementation

Weighted Score

Weighted Score
Ranking

Raw Score Ranking

Secure land and
funding for new area
schools

0.18

0.28

0.27

0.12

0.18

0.20

0.55

0.36

0.21

0.36

0.20

0.21

0.26

10

10

SI5

Social
Infrastructure/
Services

Increase enrollments
of school-age
children

0.18

0.28

0.18

0.18

0.36

0.30

0.44

0.36

0.35

0.45

0.40

0.07

0.30

2

2

SI6

Social
Infrastructure/
Services

Develop, sports
recreation, and
tourism facilities

0.30

0.35

0.36

0.06

0.36

0.10

0.33

0.18

0.14

0.27

0.10

0.21

0.23

26

25

SI7

Social
Infrastructure/
Services

Promote film
industry and cinemas

0.12

0.21

0.09

0.18

0.27

0.30

0.55

0.27

0.21

0.27

0.50

0.14

0.26

11

14

SI8

Social
Infrastructure/
Services

Renovate and/or
expand museums
and libraries

0.06

0.07

0.27

0.18

0.27

0.20

0.33

0.36

0.28

0.36

0.50

0.21

0.26

13

14

SI9

Social
Infrastructure/
Services

Complete national
university

0.24

0.21

0.36

0.12

0.36

0.40

0.22

0.09

0.14

0.36

0.40

0.21

0.26

12

10

SI10

Social
Infrastructure/
Services

Modernize and/or
expand existing
hospitals

0.30

0.21

0.09

0.12

0.36

0.40

0.33

0.27

0.07

0.27

0.40

0.14

0.25

20

18

Sector

SI4

Social
Infrastructure/
Services

No.

Projects

Step 3 continued

Costs
($ million)

Raw Score
Ranking

Weighted Score
Ranking

Sector

Weighted Score

No.

Projects

Step 4: Determine proposal and project rankings.

E2

Environmental/Science

Coastal protection works

0.30

1

1

12.5

SI5

Social Infrastructure/
Services

Increase enrollments of school-age children

0.30

2

2

41.0

T7

Transport

Port rehabilitation

0.29

3

5

1.0

T5

Transport

Outer ring road

0.28

4

5

10.0

E7

Environmental/Science

Pollution modeling

0.28

5

3

17.0

T2

Transport

Inner ring road bridge

0.28

6

7

15.0

E8

Environmental/Science

Acid soils investigations

0.28

7

4

1.0

T1

Transport

Complete inner ring road

0.27

8

7

40.0

E3

Environmental/Science

Mangrove rehabilitation

0.26

9

7

1.5

SI4

Social Infrastructure/
Services

Secure land and funding for new area schools

0.26

10

10

2.0

SI7

Social Infrastructure/
Services

Promote film industry and cinemas

0.26

11

14

10.0

SI9

Social Infrastructure/
Services

Complete national university

0.26

12

10

16.5

SI8

Social Infrastructure/
Services

Renovate and/or expand museums and libraries

0.26

13

14

41.0

continued on next page
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Raw Score
Ranking

Sewage effluent plant no. 2

0.26

14

10

14.0

Inland waterways

0.25

15

14

24.0

Costs
($ million)

Weighted Score
Ranking

Environmental/Science
Transport

Projects

E9
T4

Sector

Weighted Score

Step 4 continued

No.
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T10

Transport

Pedestrian overpasses

0.25

16

14

26.0

T8

Transport

Main street pedestrian mall

0.25

17

10

6.0

E1

Environmental/Science

Relocate canal dwellers

0.25

18

24

5.0

SI3

Social Infrastructure/
Services

Promote press, publication, and printing

0.25

19

18

59.0

SI10

Social Infrastructure/
Services

Modernize and/or expand existing hospitals

0.25

20

18

12.0

SI2

Social Infrastructure/
Services

Move infectious hospitals to outskirts

0.25

21

18

1.5

E6

Environmental/Science

Coastal land studies

0.24

22

18

26.0

T6

Transport

Improve road intersections and/or terminals

0.24

23

18

37.0

T3

Transport

Urban buses and others (pls specify)

0.24

24

18

26.0

SI1

Social Infrastructure/
Services

Reduce infant mortality and malnourishment

0.23

25

25

20.0

SI6

Social Infrastructure/
Services

Develop sports recreation and tourism facilities

0.23

26

25

41.0

E5

Environmental/Science

Develop tourist areas

0.23

27

27

36.0

T9

Transport

Regional airport improvements

0.22

28

28

27.0

E10

Environmental/Science

Relocate industries and treat pollution

0.21

29

29

51.0

E4

Environmental/Science

Flood retention basins

0.20

30

29

29.0

CAUTION: The Goals Achievement Matrix method of evaluation is a tool to aid in decision making, but it is not the
decision-making process itself. It is useful primarily as a guide for decision making. Users cannot be sure that they have
identified all the pertinent objectives or that they have considered all the important variables.
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Tool 25:

ECONOMIC GOVERNANCE

Flowchart Reference: CEPAD Step 6

Objective:
To develop an efficient and effective governance system to oversee the implementation of a local
economic development plan (LEDP)
Approach:
The overall organizational governance arrangements to implement the city economic development
plan (CEDP) must be considered carefully. The guide notes set some principles for economic
governance which should be followed. There are six important economic governance organizational
factors that should be agreed upon to implement an LEDP and supporting plans. These should be
written into the plan.
1. Organizational structure. There is a growing tendency for business and public agencies
to reduce, as much as possible, the levels of decision making in an organization’s hierarchy.
This has led to flatter management structures. Most economic development plans include
a diagram showing the organizational arrangements proposed for the implementation of
the CEDP. Public organizations are increasingly introducing more flexible management
arrangements to implement projects and enable plans to respond quickly to change and
emergencies. Business and government are moving away from single-line or sector agency
having the responsibility to implement projects, to multiagency matrix structures to use teams
to implement integrated projects or clusters involving programmatic activities. It is usual for a
single agency or organization to take responsibility for coordinating integrated project activities,
and for other stakeholders to have a direct role in the makeup of the project management team.
There are several economic governance organizational arrangements that can be applied to
operationalize projects in a CEDP action plan. Some of these will be outlined later.
2. Management functions. There are seven overall management functions that need to be considered
carefully with institutional support mechanisms for the implementation of action plans:
•

Marketing and output achievements

•

Operations (production and others)

•

Research and development

•

Financial management

•

General management and administration

•

Human resource management

•

Legal and tax expertise

Strengthening the capacity of organizations to improve these functions is essential for
improving business and urban management.
3. Human resource development (HRD) and human resource management (HRM).
Organizations need to decide the specialized skills and expertise required, internally or hire
in, to implement CEDP projects for which they have a responsibility. Action plan programs
and projects often require specialized people, on a long- and short-term basis, to be recruited.
Agencies should draw up an HRD plan to include personal needs for all projects and programs
for which they are responsible. It should also include special areas of training required to
develop competent staff to implement specific projects.
4. Procurement. Poor procurement planning is a major reason for the failure of economic
development plans. A procurement plan describes major items of infrastructure, equipment,
materials, and other capital and services outlays needed to implement action plan projects and

115

116

Tool Kit for Rapid Economic Assessment, Planning, and Development of Cities in Asia

programs. Sometimes, procurement becomes difficult for integrated projects as procurement
requirements may be undertaken by more than one agency or organization. Integrated projects
involving multiagency procurements must be well coordinated. Ideally, project procurement
should be undertaken by one agency or special unit. The procurement plan should define
specific projects and programs that will be undertaken internally and which ones will be
undertaken through competitive tendering. The procurement plan should identify partnership
and other joint-venture arrangements, as well as opportunities for resource leveraging with
the private and community sectors.
5. Financial strategy. A financial plan should be prepared which outlines the approaches public
agencies will use to fund projects and programs for which they have a responsibility. In some
cases, a public agency may opt for build–own–and–operate-type financing arrangement for
specific types of projects. The model of funding proposed to be used should be clearly stated
in the plan.
6. Risk management. With globalization and the uncertainty created by recent world events in
the financial markets, it is important to include risk monitoring and management arrangements
in a CEDP. A risk management plan should be prepared setting out the likelihood of potential
impact specific risks that need to be managed affecting the implementation of the CEDP.
7. Monitoring and evaluation (M&E). CEDP M&E are essential to avoid cost and time blowouts,
and to access the performance of actions against targeted outputs and outcomes. M&E of
economic development projects tends to be done poorly. It is a reason why many action plan
projects and programs get off-track and fail to meet expected targets or outcomes. There are
many software packages available that can be used to establish M&E systems for CEDPs.
Steps:
The following steps in economic governance arrangements should result in more efficient and
effective delivery of CEDP action and other plan outputs.
1. Establish an overall project coordination agency. It is difficult to implement a CEDP
without an overall coordination agency or body in charge of policing and monitoring project
implementation. In some countries, a central government agency may be appointed as the
coordinating agency, e.g., National Development Planning Agency (BAPPENAS) or Provincial
Development Planning Agency (BAPPEDA) in Indonesia. Other models involve appointments
of a separate agency within the metropolitan government. In developed economies, public–
private sector model implementation committees have been established. If there is no
coordinating body responsible for overseeing implementation of CEDP action plans, then in
all probability, the governance arrangements will fail.
2. Define CEDP project executing arrangements. Each project in the CEDP action plan should
include a list of public agencies, private sector, and other organizations responsible for project
implementation. The arrangements and commitments should be agreed to in principle
before finalizing the CEDP action plan. If an action cannot be agreed upon between agencies,
it should not be included in the action plan. It is essential all components of an integrated
or programmatic cluster are locked into the annual work plan and budget of the agencies
concerned with project implementation. This helps to avoid the situation, for example, where
one department responsible for the construction of a building has funds allocated for it,
but another partner responsible for funding the ongoing operations and maintenance does
not. Many examples similar to this situation occur in developing cities, resulting in buildings
remaining idle for years.
Types of Project Execution Arrangements
The project or program executing arrangements for CEDP may include
a.

sector or departmental execution of a project or program;

b.

multisector or departmental (same agency) execution of a project or program;
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c.

contracting and subcontracting of a project or program;

d.

privatization of a project or program;

e.

public–private sector projects of a project or program;

f.

public construction, private management of a project or program; and

g.

others.

Note: During the action planning phase, it is useful to do some preliminary designs and costs for
selected projects and discuss resource-sharing arrangements between agencies and organizations
that will follow through in the development and ongoing operations phase of a project or program.
3. Develop an HRD and resource management plan with stakeholder partners responsible for
implementation of projects and plans. These plans should list estimates of person–months
work involved in the projects, and provisions for contingencies.
4. Develop a procurement plan for implementation of the action plan.
5. Develop a risk management plan for implementation of the action plan.
6. Develop a finance plan for source and level of capital needed for specific projects and
programs identified in the action plan.
7. Develop an M&E system for overseeing the implementation of the action plan.
8. Memorandums of agreement. There can be many projects included in a CEDP prioritized action
plan. The implementation arrangements for these should be formalized using memorandums
of agreement (MOAs) between the agencies or stakeholders concerned. These take a lot
of time and effort, but formalization of agreements over resources is important to ensure
agencies do not withdraw their commitments from projects at critical stages of design and
implementation. If this happens, the results can be damaging and expensive. Smaller agencies
can often be encouraged to commit on multi-agency or integrated projects using MOAs, as it
gives them some protection from their component of a big project being knocked out of the
government’s annual budget hearing, review, or negotiating processes.
Auxiliary Steps (if any):
The above steps must be undertaken in consultation with key stakeholders. It is useful to appoint a
budget or project liaison officer to be responsible for negotiations between agencies.
Expected Results:
Efficient and effective economic governance operations systems in place to oversee the
implementation, and revision, of the CEDP and all action plan projects and programs
Resources:

Sustainability:

A significant number of stakeholders need to
be mobilized to settle on a range of governance
processes.

Good governance systems are essential to
effective project management and project
implementation and cost blowouts.

Pointers for Implementation:
Make sure all stakeholders, especially those with large or critical multisector project inputs, are
engaged in the design of the governance system to implement CEDP projects and programs.
References:
1. The procedures described in the United Nations Office on Drugs and Crime (UNODC)
A Manual on Monitoring and Evaluation for Alternative Development Projects can be adapted for
small-scale projects in urban areas (UNODC 2003).
2. For guidelines on Strategy Review, Monitoring, and Evaluation Arrangements, see Stage 5 of
the publication Local Economic Development: A Primer—Developing and Implementing Local
Economic Development Strategies and Action Plans (Swinburn, Goga, and Murphy 2006).
Example:
For a good video discussion on some local governance problems associated with implementing
development projects in Nepal, see YouTube video http://www.youtube.com/watch?v=
-BGwDTu1XuI&feature=mfu_in_order&list=UL
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T

he following notes will help the user to sort out which stakeholders should be engaged
in city economic development planning and development process. Broad stakeholder
engagement in preparing and implementing a city economic development plan
(CEDP) and associated plan is essential to make local economic development happen. Even
in more controlled economies, every attempt should be made to engage, as widely as possible,
those who have a stake in the development of the economy. Many actions, techniques, and
tools included in the CEDA, CEDFA, and CEPAD processes rely heavily on inputs from a
wide range of stakeholders to collect data, analyze problems, and formulate and implement
plans and actions.
Stakeholders engaged in city economic development include the following:
•

Public officials and political representative

•

Business groups comprising large-, medium-, small-, and microenterprise interests

•

Investors and financial intuitions

•

Nongovernment organization and community-based organization interests

•

Education, research, and development

•

Major landholders

•

International development assistance agencies

•

Public interest and professional groups

Stakeholders provide important inputs into a range of analytical processes:
•

Ideas, information, and data that feed into a wider range of qualitative assessment
tools used to analyze the economy

•

Support to the over-governance process, by beginning to engage in discussions,
focus groups, and forums to identify opportunities, options, strategies, and actions to
develop the economy

Notes on Preparing City Economic Development Plans

A failure to consult and engage widely with stakeholders involved in local economic development
will likely lead to a poor plan with many resources, ideas, and solutions not being applied to support
the development of the economy. The lack of stakeholder participation makes it harder for cities
to mobilize the resources necessary to engage successfully in securing new trade, investment, and
jobs in an environment of increasing global competition and scarcity of resources.

•

Resources and other inputs into the analytical planning processes

•

Implementers and funders of action plan projects and programs

•

Maintaining inputs into the governance decisions on the development and
management of the economy

Stakeholder Engagement
Different groups of stakeholders should be encouraged to become involved actively in the
three analytical processes as shown in the logical framework, and described above. The
following describes the different roles stakeholders can play in providing inputs into the
CEDA, CEDFA, and CEPAD processes.

Stakeholder Engagement in Data Collection and Analysis
The CEDA data collection and analysis process should be undertaken by engaging stakeholder
groups that hold data or have good knowledge about the economy. Some stakeholders have
good information and data on the type, number, and location of businesses; value of business
investments; and costs of construction materials and labor. Other stakeholders will have
useful data and information on land use, socioeconomic, and other statistical data. Much of
this information is normally held by public agencies. However, in some countries, statistical
data are only available in hard copy, and may need to be scanned into a digital format to be of
use in conducting economic planning studies.
Private sector organizations, such as chambers of commerce, electricity and telephone
utility companies, and industry associations, often have good records and survey data. It
is not always easy to get this information, which often has to be purchased. Some of the
analysis of economic data and information can be undertaken by research organizations and
universities, which will be called on to undertake work on forecasting and scenario evaluation.
It is important to engage these organizations very early in the CEDP planning process.

Stakeholder Engagement in Futures Analysis
The evaluation of futures data and scenario analysis is likely to require knowledge drawn from
a much wider range of stakeholders. Many of them will have good knowledge and access to
information to help with the qualitative assessment of investment needs, competitiveness
factors, risks, and constraints which might impact upon the future development of the
economy. As noted earlier, research organizations and universities are important stakeholders
to engage in developing models, testing scenarios, and evaluating development pathways. It
is also useful to engage with futurist thinkers in technology, social, building, and science fields
in formulating scenarios and pathways for local economic development.
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Stakeholder Engagement in Strategic and Action Planning
The preparation of a local economic development strategy and action plans usually draws on
a wider panel of stakeholder interests from the government, community, and industry sectors.
The assessment process to formulate a vision, strategies, and actions would normally be led
by a key government industry or local government department responsible for economic
planning and development. In selecting stakeholders to be engaged in the vision and strategic
planning process, it is important that they be drawn from a range of industry sectors and
professional disciplines. The intent of a CEDP is to have a multisector investment strategy
that can be linked to more detailed economic and financial plans which would be prepared
later. For this, stakeholders need to be strategic thinkers and familiar with systems analysis.
Action planning involves identifying projects and programs and setting out priorities for
bankable investment projects, together with the execution and funding mechanisms to
implement these. Engagement of public sector interests is especially important if large
public–private sector project partnerships are anticipated. Action planning is likely to require
inputs from program officers of public agencies, large businesses, institutions, and central
planning agencies. It is important that a range of professional disciplines are included. Action
planning should not be left to economists, planners, and engineers.

Notes on Information and Data Collection
The following notes are intended to provide the user with information on what types of
data and information should be collected for conducting local economic planning and
development studies of cities. Cities with good knowledge, information, and intelligence
systems appear to enjoy a position of competitive advantage and are acknowledged as places
of dynamism, innovation, and resilience (Fujita and Krugman 2004, Landry 2000, Florida
2005). Such cities seem to be able to anticipate and lead investment, create opportunities
for development, and manage the dynamics of change and risk which affects all economies.
These cities have become known as “creative cities” and most are located in developed
economies.
This does not imply that cities in developing countries are not creative and dynamic. But many
of them seem less capable of making the rapid changes necessary to capitalize on creativity
and new ideas, so as to reposition themselves to take advantage of new opportunities opening
up in the global economy. In many developing cities, governments are overwhelmed by urban
development problems and are prone to stick with well-tested economic development ideas
and practices. Unfortunately, this does not enhance the competitiveness of cities or enable
them to respond to new challenges such as free trade agreements and climate change.
The slowness in responding to the needs for change and creativity in city economic
development is due to many factors. However, one of the most constraining factors is the
weakness of local knowledge, information, and network systems. These are primary factors
in driving the development of modern city economies (Kotkin and DeVol 2001). In an
age of globalization and the reemergence of cities as trading states, cities that neglect the
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development of their information systems run the risk of being left behind in the race for
development.

Types of Data and Information to Be Collected for Different Processes
The need for better information to prepare economic profiles of cities to assist planning,
impact assessment, and monitoring processes has been widely recognized (ADB 2002,
Shin et al. 1997, McGee 2001). However, most governments see the primary purposes of
gathering economic data and information as to identify opportunities, constraints, and risks
to investment and development activities. Economic data has greater use than this. It is
important to support private sector investment decisions, market analysis, and changes to
economic systems.
There are many types of data and information to be collected to support city economic
development planning processes. The first involves collection and processing of basic
data and information on the economy. This type of data is used to establish a picture of
the current state and operation of the economy. The second is data and information used
for conducting futures analysis studies—especially the identification of factors likely to
influence the direction of development of the economy. The third is data and information
used to prepare and implement a range of plans and projects. A summary of the data and
information normally collected for these three processes is given below.
Data Collection and Analysis on the State of the Economy
To establish a picture of the state of a city’s economy will require the collection of data and
information on the following:
Baseline Data: Relevant statistical, census, records, and survey data on the economy should
be collected for the following, if available:
•

Population and related socioeconomic data ( i.e., household income, rents)

•

Industry statistics (number of businesses, production output, employment by sector)

•

Capital expenditure (public expenditure on infrastructure, private capital expenditure)

•

Human capital development (education levels, graduates, training)

•

Land use data (yellow pages and business registration data by standard industry
classification by area, land use maps)

Additional data and information on economic assets, direct investment, capital stocks, gross
domestic product, and taxation and valuation maps should be collected, if available. This
information is useful when it comes to considering constraints, opportunities, options, and
strategies for the development of the economy.
If possible, baseline data and information should be collected for census and other time
periods, and by geographic location. A geographic information system (GIS) and data
management information system should be developed to store, retrieve, and update data.
Economic Governance: Governance systems and processes have a significant impact
on the structure and operation of the enabling environment. Information and data
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should be collected on economic development policies, programs, planning initiatives,
intergovernmental financing, and organizational arrangements.
Business Dynamics: Qualitative and quantitative data and information should be collected
to analyze shifts, changes, specialization, and patterns of development occurring in the local
economy. Stakeholder focus groups should be used to gather a wide range of facts, opinions,
and attitudes toward development that may influence consumer and producer behavior, as
well as beliefs that may influence the future development of the local economy.
Linkages: Data and information should be collected and analyzed on the flow of materials,
information, finance, supply systems and chains, origin and destination, and network
analysis. It is difficult to collect this information without doing survey work. Stakeholder
groups can provide a broad overview of the nature of some of these flows and estimates of
their magnitude.
Competitive Advantage: Information should be collected on competitiveness factors that
create competitive advantage or constrain the development of the local economy. City
competitiveness studies involve an expert panel of industry stakeholder assessing and
ranking competitiveness attributes of the local economy using qualitative scoring system to
produce an index of competitiveness for the local economy and industry sectors.
Data Collection and Futures Analysis
To support the strategic planning to develop the local economy, it is necessary to map out its
likely future. Some aspects of the future of economies are much more certain than others.
Information to assess trends and the needs of resources, infrastructure, human capital,
policies instruments, and technologies to support the development of the local economy
and implement action plans should be collected.
Data and information should be collected for analysis purposes on the following:
Demand forecasting to prepare projections and estimates, time series data collected using
trends and models to predict future demands for services, infrastructure, finance, taxes,
human capital, land, and other resources. This requires the appointment of expert teams
to develop models and forecasts for the development of the economy. A range of statistical
modeling and qualitative tools can be applied to produce demand forecasts used for
constraints analysis, strategic action and detailed planning, and monitoring and evaluating
the performance of the economy against projected trends and specified targets.
Risk analysis to evaluate the likelihood, impact, and consequences of risk events on the
operations and development of the economy. This requires the appointment of an expert
group or sector industry groups to assess and rank risks potentially impacting on the
development of the economy, using qualitative data to produce a risk index for the economy
and industry sectors.
Futures analysis to assess options for possible future economic development outcomes
under different circumstances and scenarios. This requires the appointment of an expert or
sector industry groups considering all available information to brainstorm and apply Delphi
and other futures analysis techniques to generate future scenarios that can be evaluated
using qualitative assessment tools such as SWOT (strengths, weaknesses, opportunities, and
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threats) analysis, multi-criteria analysis (MCA), and PESTA (political, economic, social, and
technical analysis).
Pathway analysis to examine mechanisms for achieving preferred or desired development
options for the economy. This requires the appointment of an expert or sector industry
groups considering all feasible development options to brainstorm and apply Delphi and
other futures analysis techniques to define the best pathways to develop the city’s economy.
Data Collection and Analysis for Economic Planning and Development
To establish a planning process to manage the development of a city’s economy, data and
information drawn from the preceding analytical processes are required to provide inputs into
Strategic Planning: This is to synthesize and supplement data and information gathered
about the state of the economy and futures for input into the preparation of a strategic plan,
which provides the vision, strategies, actions, and targets for the development of a city’s
economy. It requires the appointment of multisector and multidiscipline industry groups
using the information produced from the economic baseline and futures studies to formulate
the vision, strategies, and targets or outcomes set for the development of the economy. Its
management is handled by the planning team.
Action Planning: This is to identify and assess projects to support the development of the
economy, as well as projects to support policy reforms, industry capacity, and local enterprise
projects including industry clusters. It usually involves multisector and multidiscipline industry
groups using the information produced from the economic baseline and futures studies to
formulate sector and multisector actions involving projects and programs designed to achieve
the vision, strategies, and targets or outcomes set for the development of the economy.
Priority Investment Planning: This involves the use of information and analytical techniques
to prioritize projects and programmatic activities for developing the economy. It involves
a multisector and multidiscipline industry group using SWOT, MCA, and other qualitative
assessment techniques to develop a priority investment plan for the development of the
economy.
Prefeasibility Study: This entails a quick assessment of projects to be fast-tracked to develop
the economy. It involves a multidiscipline technical group using qualitative and quantitative
assessment techniques to make a rapid assessment of priority investment plan projects that
are scheduled for fast-tracked development.
Economic Governance Arrangements: These involve establishing management
arrangements to guide the operations of the enabling environment to implement projects
and plans as set out in the economic development plan. They also include arrangements
for plan monitoring, evaluation, and review. These require the appointment of a multisector
and multidiscipline industry group with authority to define the organizational arrangements
and modalities to implement projects in the priority investment plan for the development
of the economy.
Financial Planning: This is to identify sources and level of funds needed to underpin the
implementation of the economic development plan. It includes forward budget estimates
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and capital-raising schedules. This requires the appointment of a multisector and
multidiscipline financial planning group with authority to determine the financial
arrangements that will be put in place to fund projects in the priority investment plan and to
have these included in forward budgets supporting the development of the economy.

Tips on Data and Information Gathering
A question which invariably arises in connection with the collection of data and information
on local economies is: What type of data and information are necessary to support the
preparation of economic development plans and to evaluate the feasibility of projects?
A second question is: How much information needs to be collected?
There is a tendency by those responsible for overseeing economic development studies of
cities to collect too much data and information. The time to collect data and information
can be significant and costly. Unfortunately, there is an assumption made by planning team
leaders that the more data and information there is collected, the more confidence investors,
governments, and communities would have in the plans produced. This is a myth. Surprisingly,
not a great deal of information is needed to prepare an economic development plan for a city.
In addressing the needs of data and information for city economic development, it is
useful to consider the Pareto principle—the 80:20 rule—that is, roughly 80% of the effects
of something come from 20% of the causes. Applying the inverse of this principle to the
information needs for city economic development, a 20% effort in data collection should
be sufficient to cover 80% of the information required to make decisions concerning
development projects—at least for most major development projects. The Pareto principle
is a useful guide when determining the type and level of data and information to be collected
to support local economic development decision making. It should be accepted that for
some decisions related to economic development projects, it is not possible to get data.
Basic sets of data and information, for example, population size, household characteristics
and income, risks, and costs of utilities and services, are required to prepare development
plans and support decisions about investment and development projects. The World Bank
(2007) publication “Understanding Your Local Economy” provides a good guide on the
types of basic data and information to be collected to prepare a city development study.

Notes on the Development of Economic Strategic Architecture
The preparation of local economic development strategies begins with a good understanding
of the structure of an economy and how it works. To do this, it is useful to design the data
collection and analytical processes to generate information to enable various functions in
the economy to be sorted and mapped. A useful way of doing this is to broadly categorize
or group things according to the functional roles they have in supporting the economy. This
helps later in the selection and formulation of strategies and action plans to build capacity
into the economy.
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Economies require a lot of things like capital, laws, transport systems, and raw materials that
enable them to function. Some of these take a long time to acquire or develop. The most
critical things needed to support economies are infrastructure, financial, environmental,
human capital, and governance. These things are the building blocks of the local economy
which, collectively, shape the architecture of the economy. They have a key role in supporting
and driving the development of an economy. The majority of action planning processes
are directed toward developing the building blocks that make up the architecture of the
economy. For an economy to grow and be sustainable, these building blocks must have the
capacity to expand as an economy expands, and change as an economy changes.

Strategic Architecture: The DNA Road Map of the Economy
All economies have a strategic architecture that shapes and influences the way it grows and
develops. Strategic architecture is like DNA, which provides a road map that defines a city’s
economic development pathway. Like DNA, which has building blocks comprising of genes,
proteins, etc., strategic architecture comprises many elements of building blocks that have a
significant role in shaping and supporting the development of an economy.
By necessity, the design and development of strategic architecture must ensure investor
confidence and, as much as possible, offer certainty to businesses, investors, and the wider
community about the future direction of and support for local economic development.
Strategic architecture thus provides a map for guiding the public and private sectors working
together. It identifies the opportunities to collaborate; to leverage infrastructure, endowed
resources, human capital, and technologies; and to share information and knowledge to
create strong and dynamic enabling environments for business and investment.
Key to the development of successful strategic architecture is the capacity to boost
regional productivity and competitiveness through the use of human, capital, and natural
resources. The triple forces of specialization, trade, and investment are central to this. Trade
and investment between cities and nations are powerful sources of productivity growth.
Productivity leaps may be enhanced by the judicious application of technologies and
methodologies brought in from elsewhere. All these have to take place within an environment
of free and open competition.

Strategic Architecture’s Building Blocks of Local Economies
The strategic architecture of urban economies has seven important building blocks, as
shown in Figure 17. This framework was developed by the City Cluster Economic Development
Project (Choe and Roberts 2011) to support the planning and development of the key building
block needed to support the development of industry clusters. The same framework can be
expanded to support the development of building blocks for local economies.
The building blocks comprise many different elements that perform a range of functions.
Their prime role is as the economic drivers of development in the economy. These elements
must be efficient and effective for an economy to grow and develop. The dimensions, scope,
scale, mix, and features of the elements comprising the building blocks differ from city to city.
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figure 17

Building Blocks of Local Economic Strategic Architecture
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of strategic architecture.
A critical factor in the analysis of economies is the identification of elements of building
blocks that are unique and competitive. Some features of a city’s strategic architecture (for
example, national regulations, wages, and labor conditions) offer little in terms of competitive
advantage to cities within a country. Other elements—such as proximity to resources,
availability of a pool of people with specialized skills, accessibility to markets, and strong civic
entrepreneurship—become significant factors in competing for trade and investment with
cities within a country or other countries. Identification of these unique factors that make
economies competitive or resilient and of how to capitalize on these must be encapsulated
in strategies and action plans to develop an economy.
Description of Building Blocks
The features of strategic architecture’s building blocks are described briefly below.
Business dynamics refers to the mechanisms and vibrancy of business and state-owned
enterprise operations and activities. The dynamics of doing business affects the local flow of
information, openness of business to new ideas, aversion to risk, taxation, entrepreneurship,
and competitiveness of businesses; awareness, acceptance, and use of new technologies;
employment practices and relations and consumer behavior.
Endowed resources are the inherited natural and physical assets societies accumulate as the
result of development. Natural resources include water, construction materials, land, and
related environmental services. They also include parklands and artificially created or altered
landscapes developed for community, environmental, and other purposes. These resources
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provide the natural capital for important industries such as tourism, recreation and leisure,
and new green industries.
Human capital is the accumulated societal skills, competencies, social capital, information,
knowledge, and leadership needed to run and support the development of an economy. All
economies require access to diverse pool of highly developed human capital. Local economic
development is increasingly reliant on the alignment of its skills base with its production base,
and the availability of strong leadership, knowledge, and competencies.
Strategic infrastructure comprises the physical assets of the built environment. It includes
strategic urban infrastructure, e.g., buildings, structures, plants, and equipment used in the
production, movement, and transformation of goods and services. Strategic infrastructure
also includes the logistical, management, intelligence systems, and technologies needed to
support and maintain physical assets used to maintain a local economy.
Enabling environments comprise the governance structures, organizational, and
administrative arrangements related to public policies, rules, regulations, plans, standards,
and other operating requirements that affect the operations of business and development
practices. Enabling environments are layered and include all levels of government. Enabling
environments have a significant influence on investment and productivity of local production
systems and markets.
Quality of life is linked to the livability of cities. Livability is concerned with the quality
of the built environment of cities, and the services available to residents to support their
recreational, social, educational, health, and security needs. The productivity of economies
is directly affected by workers’ well-being and health. Pollution, crime, corruption, and poorquality housing and amenities affect the livability of cities and their attractiveness as places
to invest and visit.
Synthesizers and catalysts are important building blocks of strategic architecture. These
have an important role in binding or cementing many elements of the other building blocks.
They facilitate the flow and combination of information, material, knowledge, transport, and
resources in a myriad of ways to support the operations and development of an economy.
Catalysts are people’s organizations with ideas or means to stimulate interest, actions, and
events that facilitate shared access to knowledge, pools of resources, capital, and assets.
Synthesizers combine or network people, materials, and information by acting as connectors
for the different building blocks of a city’s strategic architecture. These mechanisms take
many different shapes and forms. Some can be short-lived; others are permanent. All are
essential to the functioning and stability of a city’s economy.

Notes on Preparing Action Plans
The following notes provide a guide to the preparation of an action plan. Implementing an
action plan is the most difficult part of the planning process for city economic development
because it requires commitments from a wide range of stakeholders. Historically, there has
been a tendency in most planning processes for stakeholders to commit to programs and
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figure 18

Action Planning Process
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Source: Author. 2014.

projects during the plan formulation process, but not to follow through execution of the plan.
Consequently, few development plans are fully implemented and there are delays in project
implementation. This situation adds to costs.
Action plans provide a basis for the preparation of many other types of detailed plans (Lyons
and Hamlin 2001). An action is an activity designed to support the achievement of the
goals, objectives, and strategies outlined in a strategic or corporate plan. Actions may take
the form of proposals, projects, or programs. Proposals range from reform to administration
processes to projects or program design to deliver infrastructure services. A project is
generally something that involves the construction or the making of an object. A program is
the provision of a service. In practice, the terms are often used interchangeably.
Figure 18 shows the relationship between the strategic plan and the action plan
implementation process. An action plan is the master plan from which other more detailed
plans will be formulated. Other types of plans prepared from an action plan include annual
and longer-term budgets, human resource management and development plans, and
procurement plans.

Notes on Project Prioritization
Prioritizing investment projects, especially infrastructure, is a difficult task. Most governments
have processes for formulating annual or longer-term programs of expenditures for major
projects to support the development of economies. Government agencies develop sector
lists of projects that go into a bidding process in the annual budget cycle. The process of
determining which projects are approved is normally left to a central coordinating department.
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A problem with the bidding process is that most public agencies operate as silos and are
reluctant to share information or collaborate. Consequently, opportunities for resource
sharing, leveraging, and integrating project designs are lost.
The current sector agency and budget competitive bidding approach to project design
involving action planning for city economic development is wasteful and not sustainable.
Development and capacity-building projects for city economic development should be
selected on the basis of how well they support development policies and priorities and the
multiplier effects. One of the major problems in prioritizing projects is how to accommodate
and make provision for some of the nonmonetary benefits and costs of project or program
activities. Not all projects can be measured in terms of monetary benefits.
In recent years, governments have shown interest in the application of qualitative techniques
to incorporate nonmonetary benefits into the evaluation and prioritization of action plan
projects and programs. Techniques such as multi-criteria analysis (MCA) and goals
achievement matrix (GAM) provide planning organizations with ways to introduce qualitative
factors into the decision-making processes to prioritize which sector projects or programs
should be included in the capital works program and budget. MCA is used to assess a list
of proposed projects against selected outcome or performance criteria using a qualitative
numeric scoring system. Projects or program activities with the highest performance scores
are then ranked, and priorities for funding are determined. Weightings are normally applied
to the scoring criteria. Weights are determined according to a government’s development
policies and priorities.
MCA is a very useful and cost-effective tool for determining priority projects to be funded
by a line or sector agency. However, it is less effective in setting priorities for whole-ofgovernment budgeting or capital works planning. Sector agencies or departments compete
to secure funds for their favorite projects. Too often, the political power of a sector agency
leads to distorted decision making with lower-priority projects being supported that have
low sustainability multipliers. GAM assessments help to overcome some of these difficulties.
There are several well-developed tools that use this approach.

Notes on Prefeasibility Studies Assessment
Before a project or program of activities is included in an action plan or annual plan to develop
a city economy, some form of prefeasibility analysis should be undertaken to evaluate the
scope, scale, benefits, costs, and risk associated with it. This enables obvious problems
and issues related to the design, development, and funding of a project or program to be
investigated in sufficient detail to determine if it should undergo further development. The
Useful References on Project Prioritization
For Assessment of Potential Projects, see USAID (2006) Making Cities Work Assessment and
Implementation Toolkit: Local Economic Development. Washington, DC. p. 56.
Cities Development Initiative for Asia. 2009. Project Programming and Prioritization Toolkit. Manila:
ADB. p. 50.
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GAM or project programming prioritization analysis conducted to prepare the action plan
should eliminate most projects that are not considered feasible. However, there are always
projects that look feasible, though further analysis may prove the opposite. There is also
need to look carefully at ways projects are packaged or integrated in order to see if there are
any significant risks or concerns about implementation.
The following tools for project development assessment provide a range of techniques for
assessing the feasibility of projects and programs. This involves a two-stage process.

Prefeasibility Study Assessments
A prefeasibility study (PFS) is the precursor to a detailed feasibility and detailed design study.
PFS provides a solid basis for international development agencies or organization to proceed
with a detailed project design study (AusAID 2005).
There are two main ways of using a PFS. The first is in project activity preparation, after the
project has been identified and included in an action plan. The second is a PFS that can be
used as part of project activity identification. This occurs when “enough is already known
about the development situation to enable an identification mission to carry its analysis
and reporting through to the standard prefeasibility study level” (AusAID 2005, p. 2). The
PFS thus (i) undertakes the basic analysis and sets out options for a project and program of
activities identified by the mission; and (ii) for a number of selected options, takes information
gathering, design analysis, and activity description to the prefeasibility stage.
As noted in the AusGuidelines (2005, p. 2) “the tasks and terms of reference will vary
somewhat between these two cases, with the prefeasibility study during identification usually
needing to start from an earlier stage of analysis and to spend more time on basic definition
and assessment of the initial activity options.” The preparation plan for the activity and terms
of reference should make it clear which type of PFS is intended.
Preparation of a Prefeasibility Study
A PFS should be conducted for all major infrastructure projects and programs exceeding
$10 million. The PFS should scope out the details of the proposed project or program of
activities incorporating background information, marketing analysis, finance and institutional
issues, community and environmental impacts, and an assessment of risks. Preparation of the
PFS will normally require field investigations, including discussions with key implementation
agencies—especially finance. If the project has difficulties or requires further investigation at
this stage, it should be broken down into different planning stages.
ADB. 2004. Pre-Feasibility Study Report Format: Promotion of Renewable Energy Efficiency and GHG
Abatement (PREGA). Manila.
AusAID. 2005. Undertaking a Prefeasibility Study. Canberra.
The website Pdf-Finder has many Examples of Other Prefeasibility Studies.
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Contents of a Prefeasibility Study Report
The following contents of a prefeasibility study report includes a suggested list of contents
included in a typical PFS conducted by an international development bank.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.

Executive Summary (for all project elements no more than half a page)
Map Showing the Location of the Project (within country and/or region/city)
Introduction
Background
Description of the Proposed Project (including objectives components
and activities)
Project Implementation Plan
Contribution to Sustainable Development
Financial Analysis of the Project
Economic Analyses
Stakeholders’ Comments
Key Factors Impacting Project Including a Risk Matrix
Conclusions and Recommendations
Any other relevant information
Annexes, for any more detailed supporting data and reports
References

The PFS is expected to be 12–20 pages long. The length and level of analysis will be
determined by the nature of the project. The economic and financial analysis should be
sufficient to determine if the project is a bankable project. If the project is marginal or requires
government grant or other subsidies to make it variable, these should be outlined clearly.

Conducting Detailed Feasibility Studies
Once projects have been through an initial feasibility study, the next stage is to develop a
program of proposals for consideration in the first draft of a 5-year roll-over plan. There are
several techniques that are used widely by the public and private sectors to assess the value
and importance of projects to prioritize budget and investment programs. Most of these
involve the use of economic assessment methods including
•

Financial Analysis—Internal Rate of Return (IRR) and Net Present Value Methods
(NPV)

•

Economic Analysis—Economic Rate of Return (ERR) and Input–Output Analysis
(IOA)

•

Cost–Benefit Analysis (CBA) (World Bank 2009b)

Cost–benefit analysis has advanced in recent years to capture social as well as environmental
costs and benefits. These methods, however, are reliant on good financial and economic data
being available for use in the modeling. In the case of developing economies, few have good
economic data to conduct a cost–benefit analysis. It is also very expensive to conduct these

131

132

Tool Kit for Rapid Economic Assessment, Planning, and Development of Cities in Asia

types of analyses for all infrastructure, development, or capacity-building projects for a city.
For large city governments, it may involve hundreds of projects.
The Sustools Project, which includes a wide range of Project Deliverable Impact
Assessment Tools (see Holland et al. 2005)
ADB. 2003. Financial Management and Analysis of Projects. Manila.

Notes on Economic Governance Principles
The growth and job-generation in local economies are often constrained by institutional
obstacles that increase the overhead costs of doing business, undertaking development,
or delivering services. These obstacles include complex and burdensome bureaucratic
procedures, weak laws and regulations, poor policy and planning, resistance to structural
reforms, accountability, officialdom, and corruption. Collectively, these governance factors
have a significant impact on the management and development of local economies. There is
a growing pressure on governments in all countries to reform economic governance systems
because of the impediments they can have on business development and competitiveness.
Economic governance can be described as the common pool resource or common property
resource that is used to ensure the orderly management and development of a local economy.
Economic governance comprises the political, administrative, legal, local taxes, and market
systems which, collectively, shape the management and operations of a local economy. Elinor
Ostrom, who shared the 2009 Nobel Prize for Economics, identified economic governance
as one of the most significant factors affecting business costs. Economic governance is
developing into an important research field in improving the efficiency of local economies.
The following principles provide a useful guide in establishing the economic governance
systems and structure to support economic development plans for cities:
1. The overall management of economic development in cities must be driven by a clear
and well-enunciated set of policies and a governance framework that defines clearly
the roles and responsibilities of key stakeholders in the local economic development
planning and implementation processes.
2. An independent economic development commission comprising government,
business, and community interests should be established and funded to oversee the
implementation of the economic development and action plans, advise government
on policy matters, and monitor and evaluate plan implementation and performance.
3. There should be a single coordinating agency appointed by government, reporting to
the head of local government run by a senior executive, responsible for coordinating
and monitoring all public sector inputs into the CEDP planning and implementation
processes that are a public responsibility.
4. Local governments should establish long-term (at least 3–5 years) budgets and
financial requirement programs for local economic development projects and
programs.
5. Priority should be given to funding multisector projects that generate high economic,
environmental, and social multipliers.
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6. For multisector or integrated projects and programs involving public funds, a principal
executing agency should be appointed to manage these, with other participating
public agencies required to commit and pool capital, resources, and human resources
to manage and implement the project.
7. Where possible, opportunities to engage in partnerships between the public, private,
and community sectors should be encouraged to leverage resources and reduce waste
and risks.
8. All decision and financial processes should be transparent and accountable.
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Templates of Table of Contents for Reports and Outputs
Appendix A.1

City Economic Profile Report
Table of Contents

1

2

Purpose of Activities

INTRODUCTION
•

Purpose of city economic profile report

•

Structure and content of the report

ECONOMIC AUDIT
•

Economic development history

•

Demographic profile

•

Economic geography
•

Inventory and analysis of economic assets

•

Production (GDP) and consumption profile

•

Investment profile

•

Employment profile

•

Sector industries profile

•

Capital stocks

•

Spatial geography: land use and employment

3

ECONOMIC DEVELOPMENT ANALYSIS

3.1

Economic Governance
•

National economic development policies

•

Subnational economic development policies

•

Local economic development policies

•

Institutional arrangements and financing for LED

•

Urban planning and development

•

Environmental planning

•

Human resource development policies

Basic statistical
information of the
economy including
strategic assets and
capital used to support
investment and
development of the
local economy

Analyze: Key policies,
laws, regulations,
and organizational
and institutional
arrangements

continued on next page
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Appendix A.1 continued

Table of Contents
3.2

3.3

3.4

Business Dynamics
•

Shift-share analysis (employment and production)

•

Dynamic shift (LQ/SS)

•

Spatial industry change

Linkages
•

Material flow analysis

•

Input–output analysis

•

Supply chain mapping

•

Cluster analysis

•

Origin destination traffic studies

Competitive Advantage
•

City competitive analysis

•

Location quotient (employment and production)

•

Industry sector competitiveness analysis

•

SWOT analysis

Purpose of Activities
Analyze: Industry trends,
sector industry change,
industry competitiveness,
spatial agglomeration
Analyze: Flow patterns
in local economies,
including materials,
finance, logistics

Summarize: Factors that
give city its competitive
advantage

GDP = gross domestic product; LED = local economic development; LQ = location quotient; SS = Shift-Share;
SWOT = Strength, Weaknesses, Opportunities, Threats.
Source: Author. 2014.

Appendix A.2

City Economic Futures Report

1

ECONOMIC FUTURES ANALYSIS

1.1

Demand Forecasting

1.2

2

•

Population

•

Sector industry demand

•

Human resource needs

•

Land and natural resources

•

Strategic infrastructure

Futures Analysis
•

Environmental futures (economic, social, etc.)

•

Economic opportunities and preparedness

•

Barriers and capacity constraints

•

Risks

Identify: Expected
demand for resources,
human capital, strategic
infrastructure

Identify: Future factors
relating to the capacity
of urban economies to
realize their economic
potential, including
opportunities

ECONOMIC PATHWAY ANALYSIS
•

Economic development scenarios

•

Strategic directions for economic development

Source: Author. 2014.

Identify: Strategic
direction for the
development of the
local economies
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Appendix A.3

City Economic Development Plan
Table of Contents

1

2

INTRODUCTION
•

Purpose of the plan

•

Structure and content of the plan

ECONOMIC DEVELOPMENT CONTEXT
•

Current state of the local economy

•

Repositioning the economy

•

Key development challenges to be overcome

•

Capitalizing of realizable development opportunities

•

Strategic intervention required by government

3

CITY ECONOMIC DEVELOPMENT STRATEGY (CEDS)

3.1

Strategic Plan
•

Economic development vision

•

Strategic directions for developing the economy

•

Strategic outcomes (targets) for the economy

3.2 Action Plan

3.3

4

5

Purpose of Activities

•

Industry cluster projects (multisector)

•

Sector industry projects

•

Enterprise projects (medium-sized enterprise,
small and medium-sized enterprises)

•

Policy reform programs

•

Industry capacity building

•

Institutional capacity-building projects

•

Community-based development projects

•

Budgets and financial plan

•

Organizational responsibilities

Priority Investment Plan
•

Project ranking

•

Project prioritization

•

Integration of projects

ECONOMIC GOVERNANCE ARRANGEMENTS
•

Organizational arrangements

•

Monitoring and evaluation

FINANCIAL INVESTMENT PLAN
•

Short-, medium-, and long-term budgets

•

Capital finance plan

•

Investment prospectus

Source: Author. 2014.

Setting the context in
which the plan will provide
guidance for the future
development of
the economy

Setting the strategic
directions for the
development of
the economy
Key elements of strategic
architecture to support
projects
•

Strategic
infrastructure

•

Human resource
capacity building

•

Business dynamics

•

Resource
management

•

Enabling
environment
capacity building

•

Quality of life

Prioritizing investment
projects in relation to
key desired economic
development outcomes
Management of economic
development process
and projects
Capital requirements to
support implementation
of projects
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Tool Kit for Rapid Economic Assessment, Planning, and Development of Cities in Asia
This tool kit provides a framework and tools for conducting rapid assessments to prepare city economic
development plans in Asian cities. An analytical framework is presented to guide readers through a series
of steps for three analytical and assessment processes. These are (i) City Economic Development Analysis,
(ii) City Economic Development Futures Appraisal, and City Economic Development Strategic Planning and
Development. The tools are designed to prepare economic profiles; evaluate future economic development
options and pathways; and prepare strategies, action plans, and prioritize investment activities in support of
city economic development. The steps in each process are linked to tools which assist users in collecting and
analyzing data and information for a range of studies, and to assessment techniques used to prepare a city
economic development plans. The tool kit includes new qualitative assessment tools developed specifically
for use in developing countries. It is intended primarily for use by staff of the Asian Development Bank.
However, it is expected to be very useful for government officials, investors, developers, local community
leaders, and international development assistance agencies involved in activities designed to support city
economic development.
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