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Abstract 
 
The Far North Queensland Region is Australia's Northern Gateway.  During the 1980's the region experienced 
an unprecedented period of development which peaked in 1994.  Since then it has experienced the inertia of 
economic growth and is seeking ways to rekindle the development momentum.  The paper briefly traces some of 
the reasons for the slowdown in economic activity.  It suggests the region must develop a new kind of architecture 
to support the development of an innovative cluster  industries that will drive future economic development.  
These industries will be borne out the many competencies, skills and endowed resources the region possesses.  
 

Introduction 
 
Far North Queensland (FNQ) is a remarkable success story in the economic development of Australia. 
In the late 1970s, the region was little more than a branch line economy growing sugar cane and bananas 
at the northern end of the Queensland rail system.  In 20 years, the region has been transformed into a 
highly internationalized and globally competitive regional economy, based on the new industries of 
tourism, transport services and mining.  FNQ is firmly established as Australia's Northern Gateway 
and, until recently, the prospects for the future were good.   
 
In 1995, the economy of FNQ began to slow, at a time when many other regions of Australia began to 
recover from the 1989-92 recession.  Tourism growth began to stagnate and then fall.  Private and 
foreign investment fell sharply, regional wages and salaries, imports and consumption rose rapidly.  
Suddenly the region faced a crisis of confidence (Weekend Australian 19 July 1997) and is searching 
for ways for a return to prosperity.  
 
Why has the momentum for economic growth suddenly slowed in FNQ?  When will the economic 
decline in the region bottom out?  And what needs to be done to rekindle the fire of economic growth? 
These are no easy answers to these questions, but the warning signs for FNQ have sounded for some 
time (Roberts 1996).   
 
All regions experience periods of rapid growth and decline.  Some declines are cyclical, others are 
terminal (Bendavid-Val 1992).  At one time, governments could assist in arresting the decline by 
stimulating investment in major projects to boost a local economy.  However with the impact of 
globalisation, governments are much less able to influence economic conditions that are increasingly 
tied to global markets.  Globalisation is fundamentally changing the way regions do business (Omhae 
1996).  It has changed the way FNQ does business.  For regions to be competitive in the global 
economy, they must learn to think globally and act locally by developing industries that compete 
strongly in global and national markets. The FNQ Region was a very successful global competitor, but 
it has taken its eye off the ball while at the same time both the rules and game have changed.   
 
The paper explores what needs to be done to restore, or rather rebuild, the FNQ economy.  It examines 
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some reasons for the current poor performance of the economy, and discusses why some of the old 
supporting architecture which drove the economic development of the region in the past, is no longer 
capable of supporting the development of new industries the region must re-invent to be competitive in 
the 21st century.  The paper argues the need to build a new kind of architecture for economic growth.  
Architecture is defined as the Art or Science of building, things built on structures (Oxford).  The new 
architecture is not made up of concrete, steel beams, and glass, but rather a form of soft, intelligent, 
invisible architecture built around strategic leadership, networks, information systems, cluster industries 
and other enabling infrastructure.  The paper argues FNQ must move beyond developing strategies and 
striving to achieve world best practice, towards an era of rapid innovation and capacity building to 
regain the strategic advantage it once held as Australia's vanguard in regional economic development.  
The paper concludes with some suggestions on key initiatives that need to be taken to build the enabling 
infrastructure to prepare for the new century. 

Globalisation and Global Competitiveness 
 
To understand why FNQ has slipped in its economic performance, it is necessary to understand a little 
about globalisation and its impacts upon regions.  Prior to the 1970s, the pattern of economic 
development around the world focused on the national centres of highly integrated production and 
services.  Many of these were developed in the 1950s as part of post-World War II government policy 
to achieve self-sufficiency through the development of national industries.  Nations exported surpluses 
and competed for trade on the basis of comparative advantage in production costs.  Many national 
industries were protected by high tariff and controlled exchange rates.   
 
By the late 1970s, all of this began to change.  Organisation for Economic Co-operation and 
Development (OECD) economies were progressively deregulated, and currency rates floated.  Many 
local industries became uncompetitive when faced with cheaper imports and simply closed down or 
moved off-shore.  Throughout the 80s and early 90s, regional industries have become much more 
specialized and inter-linked in what they do and the way they compete.  Economic development is 
being increasingly driven by technology, information, and innovation.  Production now involves 
multiple sourcing of goods, parts and services from destinations around the world. Production and 
service costs are determined on the basis of comparative advantage.  The time-distance costs of 
business and communications are shrinking.  Regional economies are replacing national economies as 
the engines of economic growth and large metropolitan regions, such as Sydney, are becoming the hubs 
of national and global decision-making.   

Significance of These Changes to FNQ  
 
Globalisation has brought great benefits to FNQ (AHURI 1995).  Through vision, leadership and 
innovation the region has built a globally orientated business community.  It is a global centre for 
tourism and mining, contributing over $1 billion dollars to the region's Gross Regional Product (GRP) 
(Cairns Regional Tourism Strategy 1993).  It has attained global significance in the natural estate 
management of its two World Heritage areas.  Through the development of the Cairns International 
Airport, it has emerged as Australia's Northern Gateway and the fastest growing economic region in 
Australia.  This has lead to the region having the highest median weekly income in the state and a 
quality of life among the best in Australia. So how did it achieve this? 
 
The history of economic development has gone through several evolutionary stages since the 1960s. 
Figure 1 shows the underlying focus of government policy and contemporary thought to stimulate 
economic development.  The current focus is on the development of integrated strategies for 
sustainable development into the 21st century.  Cairns gained a competitive edge in this evolutionary 
process by establishing aggressive business expansion activities much earlier than many other regions. 
The distance away from the centre of the state and the national government gave FNQ an advantage in 
fostering a spirit of self-reliance and a 'can do' approach to develop a future beyond sugar cane and 
tobacco.  The region recognized its natural assets but required the catalyst of an International Airport 
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and tourism industry to realize its full potential. 
 
Since the International Airport opened in 1984, the region has developed substantial infrastructure to 
support the growth of tourism, agriculture, mining and transportation services.  It has been highly 
innovative in the development of natural estate management, small passenger shipbuilding, light metals 
manufacturing and more recently, export of education services.  These achievements have been driven 
by a few enterprises and individuals, a strong vision for the future, which have provided strategic 
leadership, and a strong spirit of civic engagement and entrepreneurship.  These so called items of soft 
infrastructure have been the driving force that has kept the economy going through one of the worst 
periods of economic recession.  But why has the region fallen into decline?  
 
Figure 1  Focus of Economic Policy 1960 - 2000  
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FNQ Under the Microscope 
 
The old architecture used to develop regional economies has been firmly focused on infrastructure 
supply-led development. The emphasis on transport systems, industrial estates and engineering services 
was necessary to open up the region to the global economy.  During the 70s and early 80s the region 
enjoyed the benefit of tariff protection and government incentives that attracted over $1 billion in major 
tourism infrastructure.  The region vigorously promoted its location and other comparative advantages 
as a tropical tourism experience.  
 
The new paradigm driving economic development is competitive advantage, which is explained by the 
total factor cost of production (i.e. labour, raw materials, capital, infrastructure, range and quality of 
services) (Dicken 1992). The factors that drive competitive advantage in the global economy are the 
quality of the enabling infrastructure that supports production and trade in a region or a firm. 
Increasingly these factors relate to strategic leadership, technology and product innovation and 
development, information and marketing intelligence systems and the spirit of civic entrepreneurship; 
that is, the way communities work together to develop new ideas and products for established or 
emerging markets. It is these soft infrastructure factors that now make the difference in competitive 
advantage.  
 
Regional indifference to the development of soft infrastructure over the past five years, has cost FNQ 
its envied position.  Strategic leadership and civic entrepreneurship in the region is in decline.  
Strategic leadership is not political leadership, but a network of leadership skills which provide vision, 
stability, support and learning to the region.  Putting too many eggs in the tourism basket is a high-risk 
strategy and one that has subsequently turned out to be true.  In 1993, it was estimated 24.9 percent of 
GRP was attributable to tourism.  Poor marketing intelligence and the failure to develop good 
information systems for established and potential new industries has cost the region position in the race 
to new markets.  The culture of innovation has not been fostered, especially by the government.  The 
orientation of political and business leadership to look south for business or capital to support 
development initiatives has cost the region in gaining a leading edge into a market 20 times larger than 
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Australia.  The failure of the region to keep its trade accounts in check has led to a capital shortage that 
has significantly reduced investor confidence.  These warnings have been well documented, but the 
failure to act has meant the region has fallen behind in the global economic race.   
 
The prognosis for the region is simple.  It can wait to go onto the dialysis machine of government 
support, or wait for the George Street Lotto numbers to fall, or it can take a leap forward in adopting a 
more integrated approach to sustainable development for the 21st century.  This will involve re-
inventing the region to provide a more sustainable basis for development.  It will also require re-
engineering the core businesses of the economy to build strong industry clusters in the region that will, 
in turn provide the basis for sustainable growth.  The region has very little choice about re-building its 
path to the future.  And it won't be easy regaining fitness for the race along the path. 

How Does FNQ Regain its Competitive Advantage  
 
Research suggests that the emphasis on the comparative advantage of location, endowed resources, 
energy costs, low tax regimes and incentives, is no longer sufficient to compete in the global economy 
(Porter 1990; Omhae 1996; Park 1995; Rosentraub and Przybylski 1996).  Globalisation has given rise 
to multiple centres of production; that is the sourcing and distribution of goods and services that offer 
similar comparative advantages.  The race today is for Competitive Advantage (Porter 1997).  
Competitive Advantage focuses on minimizing total factor costs of production and distribution by 
achieving world best practice in productivity, efficiency, delivery, innovation, and niche marketing.  
Regions that invest in this form of infrastructure are tomorrow's winners in the race for a share in the 
global economy. Regions that rest on the laurels of their pasts will become laggards (Hamel and 
Prahalad 1994). Rebuilding Competitive Advantage is critical for FNQ to re-establish its position as 
one of Australia's leading regional economies.  
 
How does the region improve its competitive advantage?  There are no magic formulae for building or 
strengthening competitive advantage.  However, there are some key success factors.  The following 
are key factors that will be needed to rebuild competitive advantage in FNQ. 

Strategic Leadership 
 
In a recently published book, "Rethinking the Future" (1997), 15 of the world's top strategic thinkers 
were asked about the factors that were critical to the development of business in the global economy.  
Without exception, all raised strategic leadership as the key factor in business strategy success.  
Strategic leadership is not business or political leadership.  There are many qualities of leadership 
(Hodgetts 1982). Strategic leadership is about total community leadership.  It is having the right 
combination of leading entrepreneurs and visionaries that support the building of a better informed and 
learned community that is outwardly focused on building infrastructure, networks and trade for a more 
sustainable economic future.  Strategic leadership should lead to the greater commonality of purpose 
which can only be achieved through consensus and open systems of governance and business.     

Monitoring the Competitiveness of Factor Costs  
FNQ competes globally and nationally for much of its business.  Production and operating costs in the 
region are high because of the distances from its key servicing centres.  FNQ has competitive 
advantage in several industries, however, the failure of the region to monitor factor costs in competitor 
markets has meant that it has been slow to respond to these when comparative margins on some costs 
increase rapidly.  The Hawaiian tourism industry after a disastrous collapse in the early 1990s is 
carefully evaluating the competitive of its factor costs in several other markets, including Australia, to 
ensure that margins do not increase to the point where the industry, once again, becomes uncompetitive.  
Monitoring factor costs can only be done by a willingness of business to share information and conduct 
research that will benefit industries as a whole in helping to maintain a competitive edge. 
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Building upon Core Competencies 
 
Core competencies are the unique combinations of skills, expertise, networking, flow of information 
and exchange of ideas that a business or a region has that enables it to be innovative, adapt and respond 
quickly to change or demand for new products and services in domestic and global markets (Hamel and 
Prahalad 1994).  Core competencies are not resources or technologies; rather they are the factors that 
enable resources and technology to be applied to production and distribution that ensure a competitive 
advantage.  Every business and every region have specific core competencies that allow it to compete.  
However, it is the depth of core competencies that allows some regions to be more competitive than 
others.  Research shows that regions with a high level of core competencies are highly competitive 
(Saxenian 1994).  Core competencies are also concentrated in areas that have strong evidence of 
industry clustering.  FNQ has a range of core competencies that strongly support the export economy. 
However, there are many core competencies that are absent or that need to be strengthened for the 
region to regain much of its competitiveness. 

Cultivating Civic Entrepreneurship 
 
Civic entrepreneurship is about building progressive, smart communities that can respond quickly to 
change.  Globalisation has brought significant opportunities with the opening up of regions to new 
markets (Putnam 1993).  At the same time, it exposes regions to risks and sudden changes in demand 
that require an ability to respond and adjust quickly.  Just as societies are quick to respond to natural 
disasters, communities in the global economy have to react rapidly to factors that impact upon their 
economic livelihood. For many societies, this is very difficult.  Civic entrepreneurship equips 
communities to react rapidly to change by encouraging innovation and creativeness, by turning a 
situation of disadvantage to advantage or by out-manoeuvring a potential threat by changing track 
quickly.  Information for analysis and debate and high levels of civic engagement (interest groups, 
associations etc.) are important factors in building civic entrepreneurship. 

Building Strategic Infrastructure  
 
Basic infrastructure services are essential to the economic and social development of all societies. There 
is however, some infrastructure that is strategic to the development of value-adding industries in 
regional economies that must be of a higher standard that than needed to support the day-to-day 
functions of a region.  Strategic infrastructure refers to the critical facilities that are required drive the 
development of cluster and export driven regions in an economy.  High-level transportation and 
communications services are key to maintaining a competitive advantage. However, the knowledge-
building infrastructure for education, training, research and development, are now the most critical 
factors in building competitive advantage.  The highest priority factor in business location in the global 
economy is access to intellectual capital and skills.  Building flexible public sector machinery and 
simplified regulatory structures are also important elements of soft infrastructure needed to achieve 
competitive advantage.  

Building Strategic Alliances and Networks 
 
Today's society is a network society (Batten 1994).  The hierarchical organizations of the past can no 
longer cope with the demands of modern technology and information-driven society.  Networking is a 
process that allows individuals and communities to communicate, co-operate and collaborate across 
different strata within organizations, business, government, communities, regions and countries. It 
enables the development of common associations of interest, the clustering of ideas, the broad sharing 
of information and the development of consensus on difficult issues that face society and how we 
interact.  Modern business is highly dependent upon networks to gain access to information to compete 
for business. Strategic alliances are more formal types of networks between organizations used to 
develop closer collaboration in product or service development, production and delivery (Kotter 1997).  
Strategic alliances are important means of reducing competition.  For example, the development of 



 6 

strategic alliances in the global airline industry is an important means of protecting market share and 
leveraging opportunities between airlines to capture growth in niche markets. 

Focus on Collaborative Competition 
 
The cost of competing for business is rising with a growing number of competitors from Asia entering 
the global marketplace.  For businesses and regions competing in the global marketplace, there is an 
increasing trend towards collaborative competition - especially when competing with large markets and 
projects.  Clients and customers are looking for the highest quality product and services, and these can 
no longer be provided by one organization or in one location. In major contracts for infrastructure, 
defense, consortium and collaborative bidding are the norms rather than the exception.  This applies to 
services as well as manufactured products. 
 
The growth in coastal resort destinations in Asia and the Pacific has resulted in single destination 
tourism becoming less profitable - especially for well-established destinations like Hawaii and 
Queensland.  Single destination international travel is giving way to multiple destination holiday 
packaging, with collaboration in marketing and packaging occurring between destinations, airlines and 
hotels enabled through strategic alliances.  A destination like FNQ needs collaborative competition and 
strategic alliances with other destinations in Australia and the Pacific/Asia region to survive in the travel 
market of the 21st century. 

What New Architecture is Needed to Build Competitive Advantage in FNQ? 
 
What is the New Architecture required to rekindle the economic growth of the FNQ regional economy?  
The new architecture will bear very little resemblance to the old.  The former architecture in the form 
of infrastructure, tourism and agriculture products, and public support for business development will 
provide the foundations, the rooms and corridors of building the new architecture.  Much of the new 
architecture will remain invisible, but it will be critical to rebuilding the capacity of the FNQ region to 
compete globally.  The new architecture will be mainly knowledge, information and technology based, 
and will be centered around the development of specialized clusters of industries, that derive their raison 
d'être from the endowed resources, core competencies, skills, marketing intelligence and strategic 
infrastructure that exists or is acquired by the region in future.   
 
This does not mean less attention should be given to the continued development, redevelopment and 
maintenance of the old architecture.  The old architecture provides the foundation for the new and will 
facilitate the development of tomorrow's new industries in FNQ.  The region will have to invest over 
$2 billion in the next decade to maintain the necessary infrastructure needed to support the economy.  
It will have to spend significantly more than this if it is to build new competitive industries to compete 
in a global economy.   
 
There are three key elements of architecture FNQ must build to compete for the future.  

Building Strategy 
 
Building strategy involves more than developing strategic plans for the future.  The FNQ Regional 
Economic Development Strategy (FNQREDS) is an important tool in setting the direction for the future 
development and management of the region.  However, it cannot make development happen.  Only 
the application of human and other resources applied in a strategic way will foster development.  This 
requires both commitments through consensus and involvement by stakeholders in building capacity, 
capabilities, and markets for the future.  It is not about picking winners; it is about creating possibilities 
for the future. 
 
Strategies are necessary as they provide communities with a sense of direction, a sense of destiny and 
a sense of discovery about their economic future (Hamel and Prahalad 1994).  But strategy building 
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must not be considered as an end process.  It is a continuous process of responding to events and 
changes that impact upon the FNQ economy. The implementation of strategy requires a critical 
commitment to strategic leadership, rethinking and re-engineering its businesses in a way that they 
become more competitive and innovative.  Strategy building is about stretching and leveraging 
resources, competencies and local technology in such a way that it improves the competitiveness of the 
region's core business, but at the same time creating new industries that have natural or creative 
synergies.  
 
The FNQREDS provides a foundation for building a successful future for the FNQ region. It should not 
be allowed to become a static document.  If it is to remain relevant it must become dynamic and provide 
the framework for continuously searching and discovering new avenues to facilitate economic 
development and trade.  This is the primary function of strategy, to continually build or lay down the 
path for the future. Like any form of machinery, FNQREDS will require constant maintenance and 
replacement parts to be efficient and effective.  It will also require  constant surveillance of factors 
that might fundamentally change both production and markets in the FNQ region. 

Building Industry Clusters for the Future 
 
Industry clusters consist of groups of firms, organizations or businesses that have strong linkages or 
synergies in the flow of goods, services or information.  There are three key elements of industry 
clusters are: 
 
 Core Export-Orientated Industries 
 Key Support Suppliers 
 Key Economic Infrastructure Providers. 

 
Global experience suggests clusters drive the growth of regional economies.  Collectively, 18 clusters 
of industries in the USA provide 54 percent of employment (Department of Housing and Urban 
Development 1996).  Collaboration links clusters to the community, and civic entrepreneurs are the 
catalyst for helping to create cluster industries in new rapidly growing communities. This is strongly 
evidenced in research in the USA and Europe.  Cluster industries led by business in partnership with 
communities and government are critical to the building of economic communities.  Successful regions 
are economic communities. 
FNQ has several industry clusters, with some stronger than others.  Tourism is the region's most 
substantial industry cluster and its most globally competitive industry sector.  The main industry 
clusters in the region are: 
 
 Tourism 
 Mining  
 Transportation  
 Cropping 
 Marine 
 Education Services 
 Environmental Management 
 Engineering Services. 

 
While these are important, industry clusters, synergies and links within the clusters and between clusters 
remain weak - even in the tourism sector.  Subsequently, the potential for value-adding remains low 
(AHURI 1995).  The enabling infrastructure supporting the smaller clusters is deficient.  In-depth 
research into industrial clusters in the FNQ region economy is so far, limited, but research into the 
international competitiveness of the economy (AHURI 1995) shows that the region lacks critical 
elements of infrastructure needed to build the new economic architecture and strengthen industry 
clusters. 
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Building Enabling Infrastructure 
 
Building enabling infrastructure to provide a platform to facilitate industry cluster development has five 
components: 
 
 Core Competencies to facilitate the building of industry clusters 
 Strategic Infrastructure to support industry cluster development 
 Information and Marketing Intelligence Systems 
 Endowed Resources used to fuel industry clusters 
 Economic Governance. 

 
These five factors combine in all regions in different ways to provide the means for regions to function 
and trade. Figure 2 below shows the framework for the new economic architecture that needs to come 
together in FNQ to support the rekindling of economic growth for a more sustainable future. 
 
Figure 2 The New Economic Architecture of FNQ: Clusters, Strategic Leadership 
  and Enabling Infrastructure 
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Government (Department of Tourism, Small Business and Industry 1997) recently published a study 
on the international competitiveness of Queensland using the WEF methodology. These are important 
documents in measuring overall competitiveness.  They are, however, not regionally specific.  The 
application of Multi-Sector Analysis, initially developed in the FNQ Region by the Australian Housing 
and Urban Research Institute (Roberts and Stimson 1997) helps to evaluate the competitiveness of 
enabling infrastructure, while other techniques (Williams 1997) have been used to examine the 
competitiveness of cluster industries in regions.  Many industries have best practices information for 
performance, but care should be taken in interpreting the information as there are significant regional 
differences in production costs.  Best practices are also not uniform; they vary significantly across 
markets within the same industry sector. 
 
Figure 3 represents a simple production possibility curve for the global tourism industry.  People select 
tourist destinations on the basis of costs and product differentiation.  Generally, the stronger the 
differentiation of product, the higher the relative cost position in the market.  Destinations like the 
Seychelles have an extremely differentiated niche products and fall at the top end of the market. Other 
destinations have lower costs but lower differentiation of the product.  All tourism industries can be 
plotted, and it is possible to draw a curve that indicates best practices for the industry depending upon 
the product differentiation and relative cost of the product.  To achieve competitive advantage and 
maximize industry performance, tourism, and many other industries are devising strategies to ensure 
that they move closer to world best practice.  FNQ region was once in a favorable position but now 
needs to recover its position. 
 
Figure 3 World Best Practice for Production Possibility in the Global Tourism Industry 
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niche markets.  Maintaining the quality of, or adding to, existing products and enabling infrastructure 
is no longer good enough to maintain a competitive advantage.  Porter argues that successful business 
and (regions) in future will be those that can stretch, leverage and create more flexible systems of 
production to cultivate and capture new business opportunities, before other regions do.  This involves 
moving to create new positions for the production possibility frontier and continually redefining best 
practice.  Figure 4 shows the repositioning needed by the FNQ region to regain its competitive position. 
 
Figure 4 Competitiveness in Tourism means redefining the Production Possibility Frontier 

by moving beyond Best Practice  
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entrepreneurship has been severely eroded by weak leadership in the region. The establishment of a 
Committee for Cairns, similar to that established in Melbourne, is a significant step to the rebuilding of 
civic entrepreneurship. The establishment of an honorary regional diplomats club, similar to that created 
by the State of Nebraska in the USA would help build a stronger sense of civic leadership in FNQ.  The 
region should also use the advantage of the Cairns Convention on the General Agreement on Trades 
and Tariffs as a spearhead in launching a new position in the global marketplace.  
 
The fourth essential element of the architecture is to identify and build strategic enabling 
infrastructure to support the growth of cluster industries.  This will require further research into the 
type, scale and cost of enabling infrastructure, and a strategy to deliver key elements of infrastructure. 
The building of new infrastructure must be done through new partnerships. The learning of partnership 
building will become an important component of the new enabling infrastructure need to support the 
development of the region. 
 
The final important element of the architecture is benchmark regional industry performance in light 
of world best practice.  The performance of some industries in the region, such as sugar cane and 
tourism, are benchmarked against national criteria; however, it is essential that for all trade orientated 
industries standards are set against global best practices.  Only by establishing regional performance 
standards by world best practices will the region be able to regain much of the competitive advantage. 

Conclusion 
 
Globalization has fundamentally changed the economic structure and trade orientation of the FNQ 
region.  The region has one of Australia's most internationalized and export-orientated economies.  
However, in the dynamic global economy, no region can afford to rest.  FNQ has had to pay the price; 
the economy has slowed, investment has declined, markets are under threat from competitors, strategic 
leadership is weak and civic entrepreneurship is in decline.   
 
Rekindling the economy of FNQ will not be easy.  The old architecture, which so successfully 
propelled the development of the region's economy in the 1980s is not the architecture needed to drive 
the development of the economy in the 21st century.  A new architecture must be built, based on 
technology, information, intellectual capital, strategic leadership and cluster industries. The basic 
resources used to support the economy will not change much in the future, but the way these resources 
are applied will.  How FNQ uses its rich endowment of resources in a sustainable way and builds new 
enabling infrastructure to create the cluster industries of the future is the challenge that the economic 
strategy for FNQ must continue to meet. 
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