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Executive Summary

This Directions and Opportunities Report is the second report prepared as part of the Upper
Hunter Economic Diversification Project. The report examines future directions and opportunities
for the region and for each of the six Local Government Areas. The findings outlined are based on
an analysis and assessment of current industries in the region, their future development profile and
potential new opportunities.

A. Regional Economy

The regional economy and industry analysis and the industry and community consultations
highlight both the differences in the LGAs that make up the Upper Hunter Region and the medium
and longer term economic development challenges that the individual LGAs face, in terms of
developing sustainable local economies. The areas differ in terms of population size, industry mix
and current trends in population and industry growth.

The following are the key sectors that are driving the local economies of each of the LGAs. It
shows that the specialisation that exists in each of the areas and the dominance of a few sectors.
This includes the mining driven areas of Singleton and Muswellbrook; the equine and agribusiness
region of Upper Hunter; the agribusiness regions of Dungog and Gloucester and the population
growth and tourism driven region of Great Lakes.

Major Current Economic Drivers (Key Sectors)
Cluster 1 Cluster 2 Cluster 3

Major Singleton Muswellbrook | Upper Hunter Dungog Gloucester Great Lakes
Drivers

Rank
Coal Mining Coal Mining Equine Agribusiness- | Agribusiness-
beef, dairy beef, dairy
2 Mining Power Agribusiness- Tourism
Support generation beef, dairy,

crops, food
processing
3 Power Mining Tourism
generation Support

Education Tourism Building and
construction

Agribusiness - Education Education Education
beef, dairy

6 Defence Agribusiness - Coal Mining Agribusiness -
beef, dairy aquaculture,
fishing, beef,
timber

Wine Population
Services -
retail/services
Tourism Tourism
Education Education
Source: Buchan Consulting analysis based on ABS Census 2006 data, industry of employment of residents and jobs located in the LGA.

Chapter 2 examines recent economic trends in the Upper Hunter Region, and highlighted the
differential performance in the LGAs. The major regional growth factor has been mining activity
and this has driven jobs growth in mining operations and support services. Those areas
experiencing population growth have seen increases in activity and jobs in population related
services (eg. retail, health, education, and other services). Agribusiness activity has been impacted
by continued consolidation and price/cost squeezes experienced by producers. Skill shortages and
competition for employees with the mining sector have impacted on a range of industries in the
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region. The smaller LGAs have experienced limited employment growth, or in the case of Dungog,
a major decline in local jobs.

Some of the decline in local jobs has been driven by the regional consolidation of government and
private services and the trend for larger industries to be attracted to the major centres (which can
offer transport access, related support industries and services and a larger skilled workforce).

A major issue is that the industry specialisation in each of the LGAs tends to be narrow, which
creates vulnerabilities, with cyclical and structural changes in the sectors. In the case of the mining
regions, there are substantial support industries that are servicing mining (that will be affected as
mining winds down in specific areas).

At the same time there has been substantial change in employment locations, particularly with the
strong industry and services growth in Newcastle and other areas of the Lower Hunter, and the
major expansion in mining in the Upper Hunter. The regional linkages between the Upper Hunter
and the Lower Hunter are becoming more important. In response to these trends, employees are
now operating in a broader regional labour market, with increasing commuting to employment
opportunities.

While there is a need to strengthen local economies, regional linkages between areas will become
increasingly important over longer term horizons. These growing inter-linkages also suggest a
need for broader economic strategies and programs that operate at a regional level, rather than at
an individual LGA level.

B. Strategy Context

The following are major issues for the future which shape the context for the diversification
strategy.

Industry Issues

There are major industry issues in the region:

e Structure of industry - a reliance on a narrow industry base with the major sectors linked to
local resources nexus (mining and agribusiness). Outside of the mining sector, most
businesses are small, with 75% employing less than 10 persons.

e Ongoing pressures of a dual speed economy - growth in mining and its impacts on other
sectors and communities.

» Competing land use and resource issues. Growth of existing key sectors (agribusiness)
and diversification options are dependent on maintaining critical mass in key sectors (eg.
equine, wine etc.).

e Future horizon of coal mining and the pattern and levels of employment over the next 15-
25 years. There will be a number of jobs to replace over this horizon (although mobile
workforces are covering most of the current rapid growth). This issue is focused on the
populations of Singleton, Muswellbrook and in Upper Hunter LGA. The other LGAs have
more limited links to the mining sector. Over time there is potential for cyclical variations in
demand levels. New coal technologies will reduce emissions and extend market horizons.

Population and Jobs
Population and jobs growth are linked:

* Increasing integration of regional labour markets, with Upper Hunter residents travelling to
jobs in the Lower Hunter and adjacent areas; and residents from the Lower Hunter
commuting to jobs in the Upper Hunter. The nexus between job location and residence is
weakening.

» Recognition of the link between jobs and future population growth. Growth in area
populations is dependent on the availability of local jobs or ready access to jobs within
commutable distances.

» Opportunities to increase area populations to provide threshold demand levels for local
services. The Upper Hunter will benefit from the strong growth in the Lower Hunter as
some residents look for rural lifestyles with accessibility to jobs (in the Lower Hunter).
There is a need to offer both town living and rural lifestyle blocks.

» Ageing of the population and a need to develop accommodation and services for seniors.

» The importance of place in attracting population and visitors to a town.

Environment
Environmental issues are important for the region:
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e Environmental management issues, including impacts of climate change on regions and
impacts of proposed carbon taxes on the mining and power generations sectors.

» Availability of water to service growing populations and industries.

* Maintenance of land for agribusiness and maintaining buffers.

Competitive Position
The Upper Hunter Region has a number of advantages:

e Strategically, the Upper Hunter Region has a number of major advantages including:
access to a major port, national road and rail networks, well located industrial land; a
growing population; workforce skills; access to a major regional airport; a significant
defence presence; access to a large regional market and proximity to the Sydney market.

« Improvements in regional highways are having impacts: the mid north coast is a major
growth area and the Pacific Highway developments are improving access. The extension
of the F3 to Branxton and improvements to the New England Highway are making the
Upper Hunter Region more accessible as an industry location.

« From an industry attraction perspective the Upper Hunter is competing with other locations
including the Lower Hunter, Mid North Coast, Central Coast, Western New South Wales
(Dubbo, Tamworth, and Parkes etc.).

Future Development
Future development and diversification involves:

< Building on areas of clear competitive strengths in the region - eg equine industry, mining
support/engineering, power generation, renewables, tourism, agribusiness.

« AKkey focus for the strategy is on building on advantages through a supply chain approach
that captures value adding and support activities.

< Encouraging innovation — there is major potential for innovation in the region, including:
low-emissions coal initiatives; clean energy technologies; agribusiness (eg. wine, cattle,
equine, intensive horticulture, and new crops (eg. industrial hemp)); and renewables.
Much of this innovation involves the development and strengthening of industry/university
linkages.

e The increasing skill levels in most sectors and the need to deliver vocational education
and training in the region and to develop stronger business involvement in skills
development.

* Investing in key infrastructure, to support growth in communities and in industries.

The strategy identifies regionally linked opportunities and specific opportunities in each LGA.

Infrastructure
Infrastructure development is critical for future diversification:

< Improvements in key strategic infrastructure including: roads, rail, water, sewer, industrial
land, town centres and broadband. A regional approach is required to planning and
funding of this infrastructure.

« Development of broadband enables persons in professional occupations to telecommute
or to work irrespective of where they are located. This is an issue for some locations such
at Great Lakes, Upper Hunter LGA and parts of Dungog and Gloucester. The NBN rollout
and its timing is a major issue for the region.

« Development of industrial estates to provide for specialist industry requirements and for
light industrial activities.
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C. A Diversification Strategy
The future development of the region requires the generation of sustainable jobs, which are based
on both building on current advantages and creating new areas of advantage. A key issue is taking
a regional approach, as there will continue to be interrelationships between the LGAs and between
the Upper Hunter Region and the Lower Hunter Region. These interrelationships relate to: industry
supply chains; regional markets for businesses; and the operation of regional labour markets. This
strengthening and diversification of the Upper Hunter Region has a number of components:
» Increasing local populations to build ongoing critical mass for service industries and
associated jobs.
« Building on specific industry strengths and local advantages and leveraging these as a
foundation for future industry diversification and growth.
» Developing new areas of industry that are based on emerging opportunities (eg. logistics
based on improved highway access).
» Developing knowledge intensive activities. This includes the development of renewable
energy support activities; education and training activities; and research and development
A major feature is taking a regional cluster and industry cluster approach, which involves
recognition of areas of specialisation in each of the LGAs that make up the Upper Hunter Region.
In pursuing economic diversification in the Upper Hunter, there will be a need for strategic regional
policy and industry policy support from the New South Wales Government.

The following table summarises the economic development opportunities and detail on each LGA
is contained in the following sections.
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Opportunities Summa

Regional
Cluster 1
Singleton

Muswellbrook

- Upper Hunter Regi

Upper Hunter

Regional
Cluster 2
Dungog

Gloucester

Regional
Cluster 3
Great Lakes

Medium Term Medium Term Medium Term Medium Term Medium Term Medium Term
Mining support Mining Equine industry growth Agriculture revitalisation | Agribusiness Forster Tuncurry Crown
Mining services Mining support and and development. Intensive agriculture and | revitalisation Harbour Project
Power Generation and services Tourism development of an Intensive agriculture and | Health services - extend
support Power generation and Renewable energy and agribusiness park development using and develop broader
Tourism support support , education and | Agribusiness education Gloucester Growers health and wellbeing
Logistics hub Equine industry growth research and training (regional Cluster focus
Engineering training and development. Services to mining role) — extend Tocal Wine sector Aged care
centre Tourism industry College programs into Mining and gas support | Small business
Government services Wine industry Professional services Dungog - engineering services development and
Business services development Film sector - Tourism : market incubator
Professional and development of a segment development— | Agriculture revitalisation
technical services residential film school, short breaks - - existing sectors and
Cultural and creative capitalising on film adventure, nature intensive agriculture
industries (visual art and festival based, agri-tourism Tourism: continue
music) 1 Tourism — market Retail revitalisation market segment
Business services segment development development - active
Government services 2 Aged care <Potential for regional tourismllifestyle,
partnering with Dungog adventure sports, water
on tourism and based; eco-tourism and
agriculture> nature-based tourism.
Health and Aged care Building and
construction —
environmental focus
Small business
development and
incubator
Professional and
technical services
Govermnment services
Long Term Long Term Long Term Long Term Long Term Long Term
Engineering Renewable energy and | Agriculture revitalization | Renewables - part of Power generation (small | Light industrial -
Agribusiness — support -Intensive horticulture Hunter Renewable gas fired plant) develop businesses in
intensive horticulture, Engineering Food processing Energy Precinct : some Industrial Park industrial area
wine , beef Education and training expansion limited opportunities for Professional and Environmental services
Food processing Use of mining sites wind and solar technical services (Centre of Excellence—
Renewable energyand | Aged care generation in sustainability -
support Professional and research and fraining)
Aged care technical services Tourism training centre

D. Implementation
The strategy has both short term/medium term requirements and longer term horizons.
e The Short Term/Medium Term focus is on addressing the current impacts of the mining
boom on industry and communities. The current major pressures of the mining sector

boom in the region are on accommodation and regional workforces. There is a need for a
planned approach to address these issues, through: development of a mining regions
accommodation plan (examining demand and supply options); and developing an Upper

Hunter Regional Industry Workforce Plan - this would assess demand and supply issues

over a 5 year horizon and would focus on recruitment, retention and skills development

across the mining sector and other key sectors in the region.

e The long term horizon involves: identifying and acting on long term sustainable economic
development opportunities for the Upper Hunter Region, which are based on competitive
advantages of the region and the LGAs; replacement of mining jobs as industry location

and activity levels change; and encouraging population growth to underpin the
development of local service activities.

» There are some additional information requirements and this covers: a technical study of
intensive agriculture; and a technical and business study of the use of rehabilitated mining

sites.

1 Muswellbrook has the Muswellbrook Regional Arts Centre and the Upper Hunter Conservatorium of Music.
2 Muswellbrook is the Upper Hunter Regional centre for Police, Correctional Services, Hospital, Roads and Traffic Authority, and TAFE.
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» Regional strategy: development of an Upper Hunter Regional Strategy, which is equivalent
to the Lower Hunter Strategy as a basis for planning decisions.

» Infrastructure: - develop an Upper Hunter Region Infrastructure Plan, which would set
priorities for strategic infrastructure development across the region.

* Regional Funding: Mining royalties - consideration be given to the development of a
royalties for regions program to fund key infrastructure requirements in mining related
regions. This program could be along the lines of that being proposed b%/ the Association
of Mining Related Councils and could draw on aspects of the WA model.” The WA model
includes funding for mining project related infrastructure; community infrastructure to
service larger regional populations; and funding for medium/long term economic
diversification projects.

Regional Approach: This report identifies the future growth prospects for the Upper Hunter
Region and for the individual LGAs. The report identifies the key sectors where action is required
and the horizons for acting on sector development initiatives. While action is required by each
Council on economic development, because of the inter-relationships between areas and sectors,
there are benefits from a region-wide and regional cluster approach. There are distinct current
industry clusters in the region, and these reflect the pattern of industry specialisations: Mining and
Mining Support - Singleton, Muswellbrook; Wine - Singleton, Muswellbrook, Upper Hunter LGA
(and Gloucester Great Lakes); Equine - Upper Hunter LGA, Muswellbrook; Power Generation -
Muswellbrook, Singleton; Renewables - Upper Hunter LGA, Singleton; Nature based and
adventure tourism - Dungog, Gloucester, Upper Hunter LGA, Great Lakes; Coastal tourism - Great
Lakes

Industry clusters : the sub regional specialisations and locational clustering of industries provide
the foundation for cooperation on economic development and diversification. This includes
developing operational industry clusters, involving key businesses and industry organisations
(chambers and specialist associations — eg equine sector, wine sector).

The key industry clusters that should be developed would include: Agribusiness cluster -
cooperation between Gloucester, Dungog and Great Lakes; Renewable Energy cluster - Upper
Hunter LGA, Singleton, Muswellbrook Dungog and Great Lakes; Mining and Mining Support -
Singleton, Muswellbrook, Upper Hunter; Tourism clusters: (Cluster 1 Dungog, Gloucester, Great
Lakes; Cluster 2 Singleton, Muswellbrook, Upper Hunter LGA); Wine - Singleton, Muswellbrook,
Upper Hunter LGA; and Equine cluster - Upper Hunter LGA, Muswellbrook

This clustering reflects the way businesses see the world (as industries and regions rather than
LGAs); and the inter-linkages that exist between businesses and markets. This regional
cooperation would enable: a more strategic and integrated approach to industry development
issues; better use of Council economic development resources; coordination in business
attraction; and access to NSW Government and Australian Government industry programs and
small business programs. In the case of tourism, this would involve cooperation in market
intelligence and research; product development; and marketing.

Centres of Excellence : the regional specialisations provide the potential to develop centres of
excellence in education and training. These centres are focused in one LGA but would service
skills development across the region.

Strategic Projects: there are a number of strategic projects identified or proposed in this report,
which will shape the future of the region and these include: Renewable Energy Projects eg. Kyoto
Park) and the RE Precincts; Forster Tuncurry Harbour development; regional extension of the
agribusiness diversification projects; Power sector - future investment in generating capacity and
technologies; and housing development in the region.

Partnerships: Partnerships should be a focus of the sector development and diversification
projects. These partnerships would involve: LGA Councils, industry associations and chambers,
NSW government agencies, key businesses in each sector. Mining companies are strongly
supportive of their local communities and involved in funding a range of programs and initiatives.

3 Royalties for Regions Proposal, Association of Mining Related Councils, November 2010
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The provision of support for industry development and diversification initiatives should be explored
with the companies.

The next steps in the project involve the preparation of the detailed Upper Hunter Economic
Diversification Strategy Report.4 This report will draw on the analysis contained in the first two
reports that have been prepared and on other analysis.

4 Upper Hunter Economic Diversification Project, Report 3: Strategy Report Buchan Consulting June 2011.
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1 Introduction

This Directions and Opportunities Report is the second report prepared as part of the Upper
Hunter Economic Diversification Project.”

It should be noted that: the views expressed; the directions and opportunities outlined; and the
draft recommendations contained in this report are those of the consultants and do not necessarily
represent the views of the NSW Government and its agencies or those of the participating
Councils.

The project was commissioned by the New South Wales Government and the six Councils (in the
Upper Hunter Region Singleton, Muswellbrook, Upper Hunter, Dungog, Gloucester, Great Lakes).
The focus of the project is on examining the future of the region and the emerging industry and
employment opportunities over, medium and longer term horizons.

This report examines future directions and opportunities for the region and for each of the LGAs.
The findings outlined are based on an analysis and assessment of current industries in the region,
their future development profile and potential opportunities. The region is large covering a total of
almost 25,000 km2 and had a population of 103,483 in 2009.

The report recognises that while there are some common industries across the LGAs, each LGA
differs in terms of population size, growth profile, the relative scale of specific sectors and the
importance of specific economic drivers. The LGAs are grouped into 3 clusters: Cluster 1: mining
influenced LGAs of Singleton and Muswellbrook and the adjacent Upper Hunter LGA (agribusiness
focus but impacted by mining); Cluster 2: the inland rural areas of Dungog LGA and Gloucester
Shire; and Cluster 3: the coastal economy of Great Lakes LGA (and its rural hinterland). While
Great Lakes has been included in this study, it traditionally is not regarded as part of the Upper
Hunter Region and is grouped with coastal regions.6 However from a statistical perspective it is
part of the Balance of the Hunter - Statistical Sub Division of the Hunter.”

Opportunities may be amended following comments on this report by Councils and Government
Agencies. The final recommended opportunities and strategies are contained in Report 3.2

5 Upper Hunter Economic Diversification Project, Report 1: Upper Hunter Regional Economy and Industry Report, Buchan Consulting January 2011.
6 Great Lakes is included in the NSW Department of Planning's Mid North Coast Regional Strategy 2006 and is part of the mid north coast tourism
zone.

7 This Statistical Subdivision covers the Local Government Areas (LGA) of Dungog, Gloucester, Great lakes, Upper Hunter, Singleton and
Muswellbrook, and comprises an area of 24,982 km2 ( 86% of the Hunter Region’s land mass.)

8 Upper Hunter Economic Diversification Project, Report 3: Strategy Report Buchan Consulting June 2011.
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Source: NSW Department of Transport Website
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2  Economic Development in the Upper Hunter

2.1 Economic Development in the Region

211 Current Assessment

The regional economy and industry analysis and the industry and community consultations highlight both the
differences in the LGAs that make up the Upper Hunter Region and the medium and longer term economic development
challenges that the individual LGAs face, in terms of developing sustainable local economies. The LGAs differ in terms
of population size, industry mix and current trends in population and industry growth.

The largest (and fastest growing) LGA is Great Lakes (with 35,487 persons or 34% of the regional
population in 2009). In the period between 1996 and 2006, the population of the Upper Hunter
Region (including Great Lakes) increased by 10% or 9100 (from 91,000 to 100,000), with almost
90% of this growth concentrated in two LGAs- Great Lakes (5500 or 60%) and Singleton (2700 or
30%). The period between 2006 and 2009 has seen some stronger population growth emerge in
the LGAs of Muswellbrook and Upper Hunter.

There are different dynamics at play in each of the LGAs. Population growth in Great Lakes is
being mainly driven by sea change moves to the coast for retirement and lifestyle change.
Singleton has the second largest population in the region and is experiencing growth, which has
largely been associated with the expansion of jobs in mining in the Upper Hunter Region. Recent
growth in the 2006-2009period in Muswellbrook is largely due to similar factors. In the case of the
Upper Hunter LGA, recent growth can be attributed to the continued expansion of the equine
industry and some mining employees choosing to live in the area. In the smaller rural LGASs,
population growth has been slower, due to industry restructuring in the agriculture and timber
sectors and the loss of local jobs.

The mining intensive LGAs of Muswellbrook and Singleton are experiencing some stresses and
strains associated with the ongoing growth in mining and mining support activities. The pressures
are reflected in: housing prices; rental costs; housing availability; critical skill shortages; problems
in recruitment for non-mining industries; cost pressure on the community (who do not work in
mining); and regional infrastructure not keeping up. Industrial estates need to expand to secure
mining support industries and other industrial activity.

There are major local concerns in several LGAs about competing land uses and the impact of
continued expansion of the mining sector on agribusiness and tourism in the region. Population is
growing in these areas (particularly Singleton), and most of the growth in local jobs is due to the
expansion in mining. The full benefits of the growth in employment are not being felt in terms of the
development of these communities, due to the significant number of workers who drive into the
area, from the Lower Hunter and from other areas.

In terms of strategy, Singleton has a stronger industrial focus in terms of maximising the benefits
gained through retaining and attracting mining support industries. The town centres in both LGAs
are seen as requiring revitalisation.

Upper Hunter LGA has experienced significant growth in the equine sector and some emerging
population growth as a result of persons working in the mining sector moving into the area to live,
and some movement of persons (including families) seeking lifestyle changes. There is a major
emphasis on developing the tourism sector, green energy and continued growth in the equine
sector.

The rural LGAs with smaller populations, Dungog and Gloucester, have generally experienced flat
conditions. There have been some losses in jobs from industry restructuring, the impact of current
price and cost pressures on traditional agribusiness and the decline of the timber industry in the
region. Population growth has been limited with the main increases coming from retirees moving
into the areas. However there are also some indications of families making lifestyle changes and
moving into the areas. In the case of Dungog LGA this growth is occurring in those parts of the
LGA that allow commuting to jobs in the Lower Hunter. Both Dungog and Gloucester want to

Buchan Consulting (7/11) 12



Report 2: Final March 2011

develop new areas of agri-business and to develop their tourism sectors (by developing the
product offer and through targeting specific market segments). While infrastructure needs to be
improved, the LGAs are not experiencing the same growth strains as the mining areas.

The coastal LGA of Great Lakes is the largest LGA in terms of population. Like many coastal areas
it is experiencing continued population growth due to attractiveness of the region as a retirement
and lifestyle location. The area is also a major regional coastal tourism destination. As a result of
these two key drivers, the area has a number of characteristics: much lower workforce
participation rates; relatively low incomes; higher levels of part-time employment and is reliance on
a narrow band of industries, including tourism and services, (eg. health and aged care, retail and
other population services). There are major concerns about the long term sustainability of this
structure of the economy, and the Council has a strategic focus on developing other industries to
strengthen the local economy.

Table 1. Key Features of the Upper Hunter Region LGAs
Mining Areas
Singleton Major centre for mining and mining support Low unemployment
Defence base Significant number of families with children
Agribusiness Growth in housing
Workforce participation rate high More jobs than employed residents
Higher average incomes - due to mining wages Significant commute into region to mining jobs - from the
Lower Hunter and adjacent LGAs
Experiencing pressures of mining expansion — housing,
skills, costs, congestion
Muswellbrook Major centre for mining and now mining support Low unemployment
Agribusiness Significant number of families with children
Workforce participation rate high More jobs than employed residents
Higher average incomes - due to mining wages Significant commute into region to mining jobs - from the

Lower Hunter and adjacent LGAs
Experiencing pressures of mining expansion — housing,
skills, costs, congestion

Agribusiness

Upper Hunter LGA Major centre for equine industry Low unemployment

Agribusiness is major activity (eg. beef, crops) Manufacturing - food processing

Workforce participation rate is high Workforce participation rate is high

Some mining exploration occurring Increase in mining employees living in the LGA
Cluster 2 Rural Areas
Dungog Agribusiness and local services are the major activities Slow population growth

Emerging tourism sector Ageing population
Declining local jobs
High level of commuting to employment in Lower Hunter

Region
Gloucester Agribusiness and local services are the major activities Slow population growth
Emerging tourism sector Ageing population

Some mining & gas activit High level of employment self containment.

Coastal Centre and Villages

Great Lakes Population services and tourism are major activities Ageing population (one of oldest populations in NSW)
Fishing & aquaculture is a key sector. Highest percentage of persons on age pension (20%)
Agribusiness located in inland areas. Lower average incomes — pensions and lower paid
Largest population in the region and fastest growing services jobs (incl. part time and casual jobs)
population. Some commuting to jobs in other LGAs — Greater Taree,
Growth driven by retirement living and lifestyle living. Newcastle and Port Stephens

Source: Buchan Consulting Analysis 2010/11
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2.1.2  Economic Drivers

The following are the key sectors that are driving the local economies of each of the LGAs. The
table shows the specialisation that exists in each of the LGAs and the dominance of a few sectors.

This includes the mining driven areas of Singleton and Muswellbrook; the equine and agribusiness

region of Upper Hunter; the agribusiness regions of Dungog and Gloucester and the population
and tourism driven region of Great Lakes.

While the data used is from the 2006 Census, current industry analysis and consultations indicates
that these relativities have not changed, even though employment numbers in a sector have
changed (with some increases and some declines). For example, there has been major growth in
mining and mining support activities in Muswellbrook and Singleton in the period to 2010.

Table 2.

Major
Drivers
Rank

Major Current Economic Drivers (Key Sectors)
Cluster 1

Singleton

Coal Mining

Muswellbrook

Coal Mining

Cluster 3
Great Lakes

Cluster 2
Dungog

Agribusiness- | Agribusiness-
beef, dairy beef, dairy

Upper Hunter Gloucester

Equine

2 Mining Power
Support generation

3 Power Mining
generation Support

Agribusiness —
beef, dairy

Defence

Wine

Tourism
Education

Agribusiness —
beef, dairy

Agribusiness- Tourism
beef, dairy,
crops, food

processing

Tourism

Education Tourism

Coal Mining

Building and
construction

Education Education
Agribusiness —
aquaculture,
fishing, beef,
timber

Population
Services -
retail/services

Tourism

Education

Source: Buchan Consulting analysis based on ABS Census 2006 data, industry of employment of residents and jobs located in the Shire.

The following table shows the key sectors that residents of the Upper Hunter are employed in.
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Table 3. Employed Residents Major Sectors of Employment 2006
Upper Hunter Total — Upper

Singleton Muswellbrook | LGA Gloucester Great Lakes Hunter Region
No. No. % No. b No. % No. No.

Agribusiness
Agribusiness 824 8.0 939 14.0 1729 27.9 599 173 446 23.7 815 7.7 5039 132
(included
forestry &
fishing)
Tourism
Tourism 716 6.9 461 6.9 394 6.4 224 6.5 136 7.3 785 74 27117 7.1
Energy

2177 21. | 1151 171 455 73 82 24 90 48 80 0.8 3955 104
Mining Direct 1
Electricity 265 2.6 320 4.8 122 2.0 3 0.1 0 0.0 45 04 783 2.1
Services
Health 359 35 264 39 260 4.2 182 5.3 152 8.1 682 6.4 1872 4.9
Aged Care 226 2.2 105 1.6 194 3.1 135 3.9 39 2.1 502 4.7 1198 3.1
Education 519 5.0 370 55 372 6.0 264 76 117 6.2 682 6.4 2300 6.0
Retail 1010 9.8 680 10.1 594 9.6 324 94 182 9.7 1475 13.9 4198 11.0
All Employed 10316 6723 6195 3460 1879 10619 38134
Residents

Source: Buchan Consulting Estimates based on ABS Census 2006 Resident Population Data

The following table is from the RDA Hunter 2009 Infrastructure Review and is based on Council
identification of current and emerging economic drivers in their area.’

Table 4. LGA Economic Drivers - RDA Hunter

Source: Upper Hunter Infrastructure Project Summary Report October 2009, Regional Development Australia — Hunter P8 Note: Emerging (E), Mature
(M). Colours indicate common drivers

9 Upper Hunter Infrastructure Project Summary Report October 2009, Regional Development Australia — Hunter P8
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213  Key Economic Development Issues

Report 1 outlined the major issues in each of the LGAs."® To summarise there were a number of
common themes that emerged in the review of each of the areas and their economic base. These
include: a need to ensure greater diversification in the local economy; the impacts of a fast growing
mining sector on other industries and the community; concerns about the long term future beyond
mining activity; concerns in relation to competing land use and encroachment into key
agribusiness zones; maintaining the environment; a need to develop larger resident communities;
the state of regional infrastructure, especially roads; the need to develop industrial infrastructure
(including employment lands); and the pressures on local government in terms of its capacity to
provide the infrastructure that is required in a growing region. These issues were generally
recognised by businesses and other stakeholders.

A common response across most of the LGAs (those with mining activity or in proximity to it), in terms of being able
to fund future infrastructure requirements and economic development initiatives, related to these communities being
able to access a share of mining royalties to provide the necessary funds to develop infrastructure and to improve the
communities.

From a local strategy perspective, there are LGA economic strategies in place of varying degrees
of comprehensiveness, and based on varying levels of regional analysis. Upper Hunter LGA,
Dungog , Gloucester, and Great Lakes have had detailed studies undertaken as part of planning
processes, to underpin economic development or in relation to impact assessments of major
projects (eg. Tillegra Dam). Most of these strategies focus on local area development (LGA level
or town level) and often do not take account of the broader regional linkages (eg. with the Upper
Hunter Region and the Lower Hunter Region)."

From an overall region perspective, there was a desire by the businesses that were consulted for
clear regional strategies to develop sustainable industries in each of the LGAs (and the taking of a
broader regional approach). There was also a concern that the New South Government had not
developed a long term planning strategy for the Upper Hunter Region, similar to those strategies
that were developed for the Lower Hunter, Mid North Coast and the Central Coast.

2.2 Assessment of the Region

Most of the Councils have at different times undertaken SWOT assessments of their LGAs. These
tend to be focused on identification of LGA specific issues, and in most case the inter-linkages with
other parts of the broader Upper Hunter Region or linkages with the Lower Hunter are not taken
into account. Industries, businesses and even employees do not make such distinctions and are
operating in markets that extend across local government boundaries. Similarly tourism
boundaries are also fluid as tourists visit regions and attractions rather than individual LGAs. A
recent study for the Hunter Development Corporation has undertaken assessments of the Hunter
Region, the Upper Hunter and the Lower Hunter."

10 Report 1: Upper Hunter Regional Economy and Industry Report (Draft), Buchan Consulting January 2011.

11 Upper Hunter Shire Draft Economic Development and Tourism Strategic Plan 2010 (September 2010), Council Economic Development & Tourism
Committee; Dungog Land Use Strategy March 2010, Worley Parsons; Economic Development Strategy for Gloucester Local Government Area,
Report 3: Economic Development Strategy, Buchan Consulting, December 2010; Forster-Tuncurry Employment Land Implementation Strategy
November 2009, Hill PDA.

12 Hunter Region Employment Lands, Market and Context Review, Report for HDC, ADW Johnson, November 2010 P32-33 (Lower Hunter
comprised LGA's of Singleton, Muswellbrook, Upper Hunter, Dungog, Gloucester and Great Lakes.)
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Taking a broader helicopter view, the Upper Hunter Region has a number of major strengths but also has a number of

constraints.

Table 5. SWOT Assessment Upper Hunter Region 2010

SWOT: Upper Hunter Region

Strengths

Opportunities

Geographic diversity supporting agribusiness and tourism
Significant resource base — coal and a growing sector

Major industry sector - power generation with future investment.
Emerging renewable energy developments in the region
Significant supporting industrial base for the resources and energy
sectors

Agribusiness assets — climate, water, land, and existing industry
Growing industry clusters — equine industry, wine sector
Environment and lifestyle attractions of the area ( both inland and
coastal)

Accessible to Newcastle as the regional capital and the broader
Hunter Region

Accessible to Sydney market

Regional transport infrastructure (major highways, rail, port
access) and associated improvements.

Regional airport access — Newcastle, Taree

Future growth in Gunnedah Basin — mining support activity
Mining employment - increased local recruitment to mining due to
OHS issues (travel)

Economic diversification opportunities.

-Renewable energy development

-Developing the tourism sector

-Opportunities created by transport improvements - rail upgrades
and Muswellbrook to Gunnedah and Muswellbrook to Ulan); and
road improvements Pacific Highway, New England Highway.

- Building on industry specialisations

- Agribusiness consolidation and new sectors developing
Potential for population growth and residential development in the
LGAs (eg. Great Lakes, Singleton, Muswellbrook, Upper Hunter
LGA) and in adjacent areas (e.g. Huntlee.)

Weaknesses

Threats

Population densities are low.

Access to higher level services at local level (travel distances)
Aging of population in most LGAs.

Loss of younger persons for education and employment.
General reliance on relatively narrow range of economic drivers in
the region.

Narrow industry base at LGA level, including the services sector.
Competing land use issues in mining areas, affecting current
industries and diversification opportunities

Major pressures of a mining boom on communities and other
industries in the region.

-Skill shortages and competition for labour

-Shifting workforces between mining projects

-Cost pressures

-Housing market impacts

Large commuting workforces from the Lower Hunter Region
Continuing market pressures on traditional agribusiness
Infrastructure gaps - local roads in smaller LGAs, sewer, water etc
Perceived isolation of the area as an industry location.

Industrial areas need to be developed

Education and skill levels are lower than other regions

Outside of large industry sectors of mining and the power industry,
the industry structure is similar to other rural regions.

Mining activity is crowding out other sectors due to competing
land use

Population growth in parts of the region is slowing

Future water availability for agribusiness

Competition from other areas for industry activity (eg. Lower
Hunter; and large inland centres- Dubbo, Parkes etc).

Source: Buchan Consulting Analysis and Hunter Region Employment Lands, Market and Context Review, Report for HDC, ADW Johnson, November

2010 P32-33
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2.3 Future Factors
Looking over a 15-20 year period there are a number of issues that will impact on the region and
its industries.

A major issue is that the industry specialisation in each of the LGAs tends to be narrow, which creates
vulnerabilities with cyclical and structural changes in the sectors. In the case of the mining regions, there are
substantial support industries that are servicing mining (that will be affected as mining winds down in specific
areas in the longer term).

At the same time there has been substantial change in employment locations, particularly with the
strong industry and services growth in Newcastle and other areas of the Lower Hunter and the
major expansion in mining in the Upper Hunter. The regional linkages between the Upper Hunter
and Lower Hunter are becoming more important.

In response to these trends, employees are now operating in a broader regional labour market,
with increasing commuting to employment opportunities. In some cases this is a result of:
employees following the opportunities in their sector or individuals being recruited into an
expanding sector (eg. mining workers); lifestyle choices (a rural lifestyle while continuing to work in
an industry or profession).

In other cases this is due to a decline in local jobs or a narrow range of skilled jobs being available
in the LGA that they are resident in. Some of the decline in local jobs has been driven by the
regional consolidation of government and private services and the trend for larger industries to be
attracted to the major centres (which can offer transport access, related support industries and
services and a larger skilled workforce pool).

While there is a need to strengthen local economies, regional linkages between areas will continue to become
increasingly important over longer term horizons. These growing inter-linkages also suggest a need for broader
economic strategies and programs that operate at a regional level, rather than at an individual LGA level.

The following table summarises some of the key issues impacting on the future of the region.
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Table 6. Major Future Issues — Upper Hunter Region

Population & Housing

Demographic All areas have ageing populations — particularly Great Lakes and Gloucester.

There are declining populations in the younger age groups.

There is a need to increase population of the region and the individual LGAs.

Sustainable jobs will be important for attracting a more diverse population to the region.

Larger populations will drive service industries in the region

A strong emphasis will remain on environment and local amenity with the continued attraction of “sea changers” and “tree changers”
Housing Potential for changes in population location patterns as a result of higher transport costs (peak oil issues) and the shifting location of jobs.
More diverse housing needs, including housing options for older age groups with access to services (increased densities in town centres).
Increasing urban development pressures on land (including rural residential) in areas with transport accessibility, available services (eg.
Singleton) or access to employment in the larger centres of the Lower Hunter (eg. Dungog).

Industry
Coal Continuing coal mining activity in some areas over an extended period.

Rehabilitated areas becoming available — future uses need assessment.

Decline in mining activity in areas as mines reach the end of their life.

Balance between the coal industry and agribusiness in the region.

Operations of other industries in a two speed resources economy.

Electricity generation Upper Hunter continues as a major energy hub, with generation comprising a combination of: coal fired, gas fired, thermal-(base load); and
development of renewables (wind and solar).

Agribusiness Development of intensive agriculture and consolidation in traditional sectors of agriculture.
Tourism Opportunities for growth in the sector but requires development of product and infrastructure and improved regional marketing.
Industrial Activities Tendency for larger operations to cluster in major centres with good transport access and workforce availability. Areas of Upper Hunter in

competition with Lower Hunter.
Light industrial activities/services are linked to local population and markets.
Potential to develop specialisations in centres within the Upper Hunter.

Employment
Employment Future changes in job locations due to industry change.

Changing accessibility with F3 extensions (eg Branxton) impacting on business locations and future opportunities.

Continued pattern of regional commuting to major employment centres (major industry and employment hubs).

Likely that many key services will continue to be regionalised and concentrated in larger population centres.

Continued growth in home based employment (facilitated by broadband) with professionals moving to areas for lifestyle changes but still
operating in their broader markets.

Continued skill shortages in higher skill areas and for professionals in the region.

Development of regional education and training responses to develop employment skills.

Environment

Climate change impacts on the region and issues in relation to climate variability and longer term water security issues.
Maintaining the environment for key sectors of agribusiness and tourism.
Competing land use — mining and agribusiness and the availability of productive land for agribusiness.

Transport

Transport Transport is a major issue for the future of the region. Improved accessibility is a strategic issue for most regions.
There is a need for improved public transport linkages between Upper Hunter and the Lower Hunter.
Road infrastructure is a major issue — major highway upgrades, but poor secondary roads.
Rail improvements required (for coal and other freight movements).

Infrastructure

Action on infrastructure gaps needed to support an increase in population
Action will be required on industry and transport infrastructure to support industry growth, diversification and future employment.

Skills and Education
Skills Future diversification of the region requires higher skill levels in all industry sectors.
A need to lift skills as the region on average has lower education and skill levels, than Lower Hunter and other regions.

Education Regional access to VET and higher education will continue to be major issues. There is a need to develop regional delivery and specialist
training centres.

Stronger integration of education and training with local businesses will be needed to develop skills and industry opportunities.

Source: Buchan Consulting Analysis 2010/11
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3 Directions for the Upper Hunter

3.1 Overview

Chapter 2 examined recent economic trends in the Upper Hunter Region, and highlighted
differential performance in the LGAs. The major regional growth factor has been mining activity
and this has driven jobs growth in mining operations and support services. Those areas
experiencing population growth have seen increases in activity and jobs in population related
services (e.g. retail, health, education, other services). Agribusiness activity has been affected by
continued consolidation and price/cost squeezes experienced by producers. Skill shortages and
competition for employees with the mining sector have impacted on a range of industries in the
region. The smaller LGAs have experienced limited employment growth, or in the case of Dungog,
a major decline in local jobs.

Table 7. Major Current Economic Drivers (Key Sectors)
Cluster 1 Cluster 2 Cluster 3

Major Singleton Muswellbrook | Upper Hunter Dungog Gloucester Great Lakes

Drivers
Rank
Coal Mining Coal Mining Equine Agribusiness- | Agribusiness-
beef, dairy beef, dairy
2 Mining Power Agribusiness- Tourism
Support generation beef, dairy,

crops, food
processing
3 Power Mining Tourism
generation Support

Education Tourism Building and
construction

Agribusiness - [N\ Education - Education Education
beef, dairy

6 Defence Agribusiness - Coal Mining Agribusiness -
beef, dairy aquaculture,
fishing, beef,
timber

Wine Population
Services -
retail/services
Tourism Tourism
Education Education
Source: Buchan Consulting analysis based on ABS Census 2006 data, industry of employment of residents and jobs located in the LGA.

Each of the LGA Councils is 1pursuing economic development strategies of various currency and
levels of comprehensiveness. ® While there are differences in elements of the strategies, there are
several common themes and these are: a need to maintain and increase the resident population in
their area; concerns about a weakening of traditional agribusiness activities; concerns about future
jobs and their sustainability; a recognition of the need to strengthen existing industries, to
undertake some diversification and to develop new activities; and a major need to revitalise the
main town centres as service centres. There are concerns about constraints including: the major
pressures created by a mining boom in the main mining areas, which include competing land and
resource use; major skill shortages, the creation of a two speed economy, and local cost pressures
on the housing market and on local cost of living; and major economic and community
infrastructure issues, which impact on future development prospects (eg. roads, town
infrastructure, sewer and water, serviced industrial land).

13 The most recent are those developed for Gloucester, Upper Hunter Shire and Singleton and each of these cover demographic, area, resources and
industry development issues.
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Only two of the LGAs have completed new LEPs (Gloucester and Muswellbrook) with others
currently being in development. All of the plans that are currently in operation make provision for
industry growth (rural and industrial) and the development of a variety of housing options (from
lifestyle blocks, increased densities and seniors housing in town centres).14 The planning studies
conducted as part of the research and analysis for the development of new LEPSs, highlight all of
these issues.

3.2 Horizons and Directions
321  Strategic Directions

The future development of the region requires the generation of sustainable jobs, which are based
on both building on current advantages and creating new areas of advantage.

There are several horizons in an economic diversification strategy: Horizon 1: 1-5 years- where the
economic structure and regional advantages are largely fixed and current planned infrastructure
and development projects are largely underway and will deliver some benefits; Horizon 2: 6-15
years - where it is possible to significantly reshape the local economy, create new areas of
strategic advantage , shape new industries, develop new infrastructure, and increase populations;
and Horizon 3: beyond 15 years - where threshold levels of activity for continued growth in new
industries are reached and they move from being emerging sectors.

While the diversification strategy is for the period out to 2031, an immediate focus needs to be on
the next 5 years and actions that can be taken to deal with immediate economic issues in the
region and to develop jobs, which build on current industries or create foundations for growth of
emerging industries in region and the LGAs. Some of these actions include acting on skills issues,
creating a positive environment for investment; encouraging innovation and small business
development. Much of these more immediate actions are linked to leveraging current industries,
developing new areas and addressing major regional constraints. Environmental issues will be
major considerations in shaping future patterns of living and working in the region.

There are several factors that will be important for the success of the strategy and these include: targeting
programs to specific industry sectors; and this could piloting new innovative programs in the Upper Hunter;
taking a regional clustering approach in key industry sectors (including tourism and agribusiness); and regional
cooperation on workforce planning, skills development and business attraction.

The Diversification Strategy recognises that there are infrastructure and planning requirements for
future jobs growth, including revitalisation of the town centres, the provision of commercial space
(for business services) and the further development industrial areas and employment zones in the
region. This will require a clear understanding of the particular requirements of the targeted types
of employment (eg. provision of larger lots, location requirements). It will also require a responsive
local planning system that can deliver these requirements in an environment where the Upper
Hunter Region will be competing with other locations for investment and jobs.

In pursuing economic diversification opportunities in the Upper Hunter, there will be a need for strategic regional
planning, industry