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EXECUTIVE SUMMARY

Project Purpose

The University of Melbourne in partnership with the Inner Melbourne Action Plan (IMAP) undertook
research examining ‘The Dilemma of Urban Employment Land: An Inquiry into the Viability of Small
Urban Manufacturing in Inner Melbourne.” The core goal of this study was and is to deliver policy-
relevant findings that can guide the IMAP councils in making strategic decisions about the use of
employment land in the IMAP area, with regards to allocating land to industrial, commercial, and
residential purposes. Underlying the core inquiry of this project is our over-arching hypothesis that
small, high-value added, highly-innovative urban manufacturers in Melbourne can benefit
significantly from the agglomeration economies associated with inner-urban locations, and that
there is great value to the urban economy in preserving a place for manufacturing innovators in the
central city and immediate inner suburban areas.

The challenge is an absence of a robust evidence base to enable local governments to argue for
retention of industrial areas in strategic locations. It is in generating this evidence base that this
project can add the most value. We take a multi-faceted approach designed to address several
dimensions of the urban employment problem:

1. The land approach (understand how employment land in inner Melbourne is currently being
used)

2. The sector approach (understand the value of central locations for businesses in the
small manufacturing sector)

3. The economic approach (Understand the economic impacts and contributions of small
urban manufacturers (the economic approach)

The over-arching goal of generating understanding in these three areas is to extract the implications
for policy, planning controls and design in inner city industrial zones. Key outputs of the study
include:

e Systematic capture of value chain data for delivery planning , covering in-bound logistics,
operations, outbound logistics, marketing and sales, after sales service, strategic
management, human resources, technology and procurement.

e Exploration of barriers to entry or growth for urban manufacturers, for example, accessing
finance or government assistance

e Further mapping of select firms’ spatial linkages with suppliers, collaborators, workers,
distributors, customers and retailers with a view to understanding economies of scale and
scope attaching to agglomerations

e Estimation of agglomeration economies effects for the IMAP region and the State of
Victoria, for urban manufacturers, differentiated by location (urban versus suburban)

e Estimation of lost innovation and value added due to displacement effects.

A review in implementing the research determined the staging of the project, resulted in the
research to be conducted in two stages with further funding of Phase 2 sort through an ARC linkage
grant.

Project Objectives

The core purpose of this report is to detail the findings to-date from Phase 1 and demonstrate that
the objectives of Phase 1 were met. These objectives are:
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Objective 1:  To clearly define the urban manufacturing sector, to enable analysis of existing
industry and employment data-sets;

Objective 2:  To identify the location and quantum of urban manufacturing firms in the IMAP
region, using the agreed definition and available data-sets;

Objective 3:  To assess the significance of urban manufacturing to the economic geography of the
IMAP region, including through stakeholder consultation;

Objective 4:  To deepen IMAPs understanding of the scope, limitations and quality of current data
regarding urban manufacturing firms, including gaps in currently-available data and required
research;

Objective 5:  To enable data sharing and joint analysis between departments and units within state
and local government in Victoria; and

Objective 6:  To use the findings of Phasel to articulate the need for further work and public policy
rationale for further investment in the Urban Manufacturing Project in 2016/17.

Key Findings

Further to these objectives, this Executive Summary and report describe the progress of, and
findings from, the research to-date, including:

Sector definition

Findings from the analysis of existing data

Findings from the Inception Workshop

Findings from the qualitative and quantitative studies
makers.melbourne project site and outreach plan

vk wnN e

We conclude the presentation of the Phase 1 findings with a section summarising the actionable
policy recommendations that arise from this work, the concomitant unknowns that make future
work necessary, our recommendation for future work to continue expanding knowledge in this
important area, and our efforts thus far in securing funding for this future work:

6. Recommended actions and significant unknowns
7. Recommendations for future work
8. Future project funding.

Urban Manufacturing Sector Definition

Many of our government partners, along with a significant number of Workshop 1 participants, have
stressed a need for a definition of what we mean by “maker.” Definition is a complex issue which
we address in this section. Certainly, for the purposes of the initial statistical analysis, it was
necessary to define key terms like “small” and “manufacturing.” Early in this project, the team
decided not to settle on definitions too early. This, we hypothesised, would engender unnecessary
false precision.

The USA based Urban Manufactures Alliance differentiates makers from manufactures based on
scale, with makers becoming manufactures when their products are made at scale. Both makers and
manufacturers typically have the same land use requirements, using the same type of zone. Makers
are particularly useful in a zoning and land use discussion as they are typically more visible than
traditional manufacturing and provide good examples of innovative businesses.
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In considering the activities that predominately occupy industrial land, at a broader level the
industrial sector is defined in Australia through the use of Australian and New Zealand Standard
Industrial Classification codes (ANZSICs). In practice and for research, they provide one indicator of
the primary function of a business. One major advantage of ANZSIC codes is that they are very clear
about distinguishing firms that produce something from firms that primarily market, warehouse, or
engage in service activities.

In theory they allow for consistent identification over geography and time. Since each firm must
report under an ANZSIC code, we have information for all firms. Generally, a firm is classified under
only one code, and firms tend to not shift their ANZSIC code even if the focus of the firm changes.

One way in which to cast a wide net to define the sector broadly but retain some level of
differentiation between the types of manufactures and how 'core' making is to their business, is to
compliment Industry classifications with Occupation classifications (ANZSCO). Such a process,
developed by the ARC Centre of Excellence for Creative Industries & Innovation for assessment of
the creative industries, would allow for both the primary function of the business (ANZSIC) to be
considered in conjunction with the primary function of employees (ANZSCO). This would account for
production related employees working in a non-manufacturing or industrial business, and vice versa.

Table ES.1 below illustrates how the combination of industry and occupation data could allow for
the development of a matrix for determining employment within the urban manufacturing sector. It
would differentiate between:

e Urban Manufacturing Occupations within the core Urban Manufacturing Industries
('Specialist');

e Those in the Urban Manufacturing Occupations in employment in other industries
(‘Embedded'); and

e The non-urban manufactures management and support occupations that are employed
within the specific Urban Manufacturing Industries (‘Support').

Table ES.1. Trident Method for Determining Employment within the Urban Manufacturing
Workforce

Urban Manufacturing Industries Employed "? Other
Industries
Urban - Embedded urban |Total Employed in Urban
. Specialists urban manufactures .
Manufacturing wspecialist” manufacturers Manufacturing
Occupations p “Embedded” Occupations
Other Occupations | Management and Support Staff
of Employment “Support workers”
Total Employment within Total Employment in the
Businesses within Urban Urban Manufacturing
Manufacturing Industries Sector

Source: Adapted from Creative Industries Trident (Higgs et al 2007)
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For the purpose of data collection by Makers through the makers.melbourne research website the
following criteria was established;

e Make or design a physical or digital product
e Employ fewer than 20 people

e Be located in metropolitan Melbourne

The survey underpinning the site over the life of the project will determine the ANZSIC’s Makers are
operating within and the level of other services provided, informing the research. One major task of
our data-collection processes was to observe the composition of construction of the
making/manufacturing sectors. This empirical approach allowed us to explore whether our
hypothesis that Melbourne is trailing the USA experience, has some foundation. It also allowed us to
explore how Melbourne’s industry is unique or different from that experience, thus exposing the
particular contributions of local conditions and policy to the making sectors.

Analysis of Existing Data

As we hypothesized in the original proposal, the several datasets currently in existence for Victoria
that each provide key data for economic analysis of economic development in small manufacturing
sectors, but none of them provide a complete picture for all three approaches — land, sector, and
economic — analysed for small manufacturing firms. Some existing datasets provide spatial
information — such as land use zoning and VicCLUE data — but do not combine it with sector data
about firms occupying the spaces that is specific enough for economic analysis. These datasets can
tell us something about where to find industrial-zoned land in the IMAP region, but do not provide
us with information about how small makers are distributed in this space (the land and sector
approaches), or how being located within this space affects their productivity and innovation (the
economic approach). Finally, none of the existing data tell us anything about why firms leave the
IMAP region — either via relocation or firm death — and where they go if they do relocate (the
economic approach).

In summary, the existing datasets are insufficient for identifying the location and quantum of urban
manufacturers in Melbourne (Objective 2), and also insufficient for examining the significance of
urban manufacturing to the IMAP region (Objective 3). While existing data are useful, they do

not provide a data foundation upon which to build operationalisable conclusions and policy
recommendations (Objective 4). More data is necessary for such an objective; we describe below in
this Executive Summary how we approach the collection of such data. Section 7 of this report
explores what kinds of analysis and conclusions are possible using these existing datasets.

The Inception Workshop

To further our progress toward Objective 3, the Inception Workshop confirmed that our proposed
research path is considered by government and makers to be viable and important. Additionally, it
created new insights to inform the study, and helped us to establish additional networks and
partnerships to assemble data for the project analysis. The major conclusions were:

Makers endorse the work because it empowers them, and because we have identified issues that
reflect their experience.

One clear message from the workshop is that our approach adds value for many

stakeholders, at least in part because it draws attention to the issues the face in dealing with
their local governments.
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Government partners are interested, in part because of the enthusiasm of makers.

The workshop generated several potential new partners and datasets, including the
Australian Business Register and the Minister for Planning’s office (Objective 5).

Makers want a technological symbol of their participation and our commitment.

Initially plans to include a standard, clipboard-based survey data collection methods resulted
in the development of a geospatial website makers.melbourne to collect the necessary
survey data.

Moreland Council should be included as a study partner.

Makers strongly recommended that we engage Moreland Council to join the project team due
to the significant interaction across the maker sector in Inner Melbourne. After consultation
with the Steering Committee, we engaged the head of economic development in Moreland
Council and secured both partnership and $10,000 partner contribution for Phase 2
(Objective 5).

Pilot Projects and Survey

Section 6 of this report describes three pilot projects that comprise Phase 1. Each of these

projects is headed jointly by Jennifer Day and a Master of Urban Planning student from the University
of Melbourne, as part of her/his thesis project. They address the three approaches (land, sector, and
economic). There are two qualitative and one quantitative inquiries. These studies contribute to the
understanding of Objective 1 (defining the sector), Objective 3 (assessing the economic significance
of urban manufacturing in Melbourne), and Objective 6 (articulating the need for further work).

In order to respond to makers’ request for a visible symbol of their participation in the project, the
Steering Committee agreed to move the survey and analysis forward to Phase 1 and implement a
combined survey and makers map as part of Phase 1 resulting in the makers.melbourne website.
This was possible using existing project funds. The full project survey (in draft form) is provided in
Appendix A.

Qualitative Studies

Our research strongly suggests that a “new,” servicized, high value-added, knowledge-intensive
production sector is emerging in Melbourne that inverts the historic relation between
manufacturing and services. A major contribution of the qualitative studies are that they

have provided a clearer snapshot of the major characteristics and composition of

this underexplored sector (Objective 3), move us toward a robust and evidence-based definition of
the sector in Melbourne (Objective 1), deepen our understanding of the limitations of existing data
(Objective 4), and position us to articulate further work that will move us toward the policy-relevant
recommendations our council partners seek (Objective 6). Some of the major features of the

sector are:

e Very minimal focus by makers on economies of scale or mass production

e Astrong focus on craft skill and teaching those skills to new generations of artisans

o Difficulty among makers in identifying with a particular sector or ANZSIC code, given the
variety of business tasks associated with their work, including a strong service component

e Adding value to made products through high levels of service and educational programming

e Astrong focus on location in urban centres and inner suburbs as a core feature of their firm
identity
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e A possibility that owners would choose firm closure over outward relocation

e Some evidence that central location facilitates customer and supplier relationships

e Some evidence of firm agglomeration economies and knowledge sharing, but some evidence
that spatial proximity to other like firms is not used by firms for growth and networking

o Firms face strong displacement pressures and are concerned about their futures in
Melbourne’s urban core.

Quantitative Studies

While being less conclusive, the quantitative findings suggest the following:

1. Face-to-face interactions are strong between Melbourne’s small urban
makers

2. There may be a split of small making firms, some which rely on an urban core and
some which can thrive outside the core.

3. A threshold firm size of five — the size threshold we used as an initial cut-off point in

the analysis of existing data — may be too small, and may need to be adjusted to
reflect the reality of Melbourne’s makers.

4, There may be some unusual relationships between in-person interactions and firm
the proximity of the firms and entities involved in the interaction.

makers.melbourne Project Site

In response to the symbol of participation that makers suggested during the workshop, an online
maker website that serves the dual purpose of showcasing Makers via a directory and searchable map,
and hosting our survey, which makers complete as part of their registration. The website
http://makers.melbourne launched in late October 2015 and will continue to provide survey data
throughout the life of the project and build a community of Makers across inner Melbourne and
surrounds. The survey is an electronic land-use survey and business inventory of firms on lands in
the IMAP+Moreland project area, and also a sample of firms located outside the IMAP area. A
survey of firms located outside the IMAP area will allow us to address hypotheses about why firms
leave the IMAP area and whether agglomeration effects are real in the IMAP area. A sampling
framework has been devised to reflect both the land and sector approaches. Survey strata reflecting
the land approach sample firms operating within the IMAP region, in order to develop a picture of
how industrial-zoned land is used in the region, and how small manufacturers situate themselves
spatially. The land approach sampling strata are spatial, reflecting industrial-zoned land and other
land that could house industrial uses, e.g., mixed-use zoning or zoning code exceptions. Survey strata
reflecting the sector approach are targeting particular firms within certain manufacturing sectors.
These strata come from ABR data on small manufacturers, and would target particular sectors.

This survey is designed to collect data on products and services, firm size, output, employment,
growth and location history, and organizational structure. It is also collecting information on non-
manufacturing activities being conducted as part of the firm’s activities, the amount of innovation
investment that the firms make, firms reliance on central locations for growth and innovation,
considerations that firms make when choosing inner city locations, firm interactions and linkages,
growth goals, links to universities and government, major impediments to growth, e.g., space,
regulatory environment, rents, why boutique manufacturing firms leave the inner city, and when
they do, where they go and whether they survive. With the insights gained from the qualitative
studies, we have refined the survey instrument to reflect the particular local conditions that we
encounter. We have also developed and are currently implementing an outreach plan to drive
traffic to our website and increase the size of our respondent pool.

Recommended Actions and Significant Unknowns
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This section summarises the actionable policy recommendations that arise from this work and the
concomitant unknowns that make future work necessary. The next sections summarise our
recommendation for future work to continue expanding knowledge in this important area, and our
efforts thus far in securing funding for this future work. From the findings listed above, the following
recommendations arise:

Governments should seek to better understand this active and vibrant making sector. One
of the goals of this work was to understand whether a making sector exists to a significant
degree. This work has demonstrated that there is indeed an active making sector, and that it
contains significant skills and capacities for innovation. This Phase 1 work demonstrates the
existence of this sector and the knowledge, innovative capacity, and skills contained in it.
This may be a significant economic resource, and government will do well to recognise and
foster it.

We should continue to explore the definition of “maker.” Our findings suggest that there is
a range of skill and innovative capacity in Melbourne’s makers, and that the sector has an
identity and a character. We have made strides in narrowing the parameters of definition, but
this work is not finished. It is not yet the time to close our definition process.

Core industrial sites should be preserved — for now. Makers believe that location in the
urban core is critical to their work. The makers we interviewed suggest a strong preference
for location in urban centres and inner suburbs as a core feature of their firm identity and
access to their value chains. Strong service components are part of this value chain. In
economic analysis, the standard of practice is to presume that the general body of firms
collectively makes decisions that maximize profit for the individual firm and, by extraction,
the industry. Thus, by observing makers and their preferences, we can glean the practices that
make the industry most productive. Right now, central location appears to be one of these
factors.

ANZSIC codes should be reviewed for small makers. Our findings suggest that the existing
codes are not sufficient to represent makers’ activities. This is a consistent message from the
analysis of existing data, our qualitative findings, and the preliminary guantitative indications.

Despite the strong insights gained from the pilot work, the work raises questions that must be
addressed before robust findings can be produced that will translate directly to policy
actions.

The scope and scale of this sector is not well-understood. We conclude from the existing

data that we cannot ascertain the number, concentration, and activity of making firms from

existing datasets. Our survey will fill some of this knowledge gap, as will future work with
ABR and other public agencies.

A clear typology of Melbourne’s small urban makers is not yet available. One future goal of
our work will be to generate a classification system for small urban makers. One major need
for a classification system becomes clear from both our qualitative and quantitative findings,
both which strongly suggest that some centrally-located firms could thrive in suburban
settings, and some strongly prefer to remain in the urban core. This and other distinctions
would be made in such a classification system, which would arise from future inquiries,
which we outline below.
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It is not clear what economic contribution these firms are making to the Melbourne
economy. As we have demonstrated in the analysis of existing data, more-detailed data is
needed to address this knowledge gap. Our survey will fill some of this knowledge gap.

It is not clear whether these firms require central locations. Our work suggests that makers
prefer central locations, but not whether they require it for productivity, value chain, and
labour needs. Larger, longitudinal panel datasets will be required for such analysis.

Makers’ land needs are still not clear. Our work provides insight into the composition of
the “new” making economy and concludes that core locations are central to their business
models. Our work, however, does not query the kinds of land and building needs that these
makers require in these core urban spaces. This is a central questions as councils decide in
the future how to allocate, protect, or redistribute industrial and commercial lands to other
uses. Some of our makers, for instance, report that they like being located in industrial
areas of residential neighbourhoods, so that they are near customers but out of the way and
do not receive noise complaints. Whether or not these makers could continue to function in
less-isolated urban-core spaces is one example of a land issue that remains unresolved by
this work, and which should be addressed in future work.

Recommendations for Future Work

We recommend that the project work continues in two Research Streams (Objective 6) which has
also been identified in the ARC linkage grant application:

Research Stream 1: Impacts of Making Configuration on Economic Development (Land and
Economic perspectives) — What are the broader benefits to the city of a successful urban
manufacturing sector and what future commercial space is required for survival of these firms?

This Research Stream explores the nexus between making and economic development in urban
environments. Despite their prevalence, small urban manufacturers are a poorly understood
phenomenon and risk extinction from development, in particular in many inner city areas of
Australia. The notion of ‘highest and best use’ will be put under the microscope in this study, which
examines the broad economic impacts of the presence of small manufacturers in Australian inner
city environments. This quantitative study is innovative in combining the fields of urban economics,
economics/econometrics and property. This project will measure economic impacts on measures
such as jobs, innovation, and displacement of firms out of Melbourne, Victoria, and Australia. It will
use specially-prepared datasets by the Australian Business Register, and also proprietary datasets
which we have developed for the project. Key tasks would be:

1. ABR Dataset Analysis.
2. Survey Dataset Analysis

Research Stream 2: Composition of and Influences on the Making Sectors (Land and Sector
perspectives) — what is currently happening in industrial/commercial-zoned land and what does
the sector require to prosper?

This Research Stream explores the nexus between making and creativity in urban environments,
looking specifically at the links between the configuration of the work settings of makers, their
productivity and the success of the sector. Through various methods of qualitative inquiry, this
Research Stream will fill the knowledge gap we identified in the pilot phase, wherein most small
making firms are classified as “other.” A core inquiry will be into what kinds of firms are classified as
“other,” and how they might be better incorporated into the industry classification system. This
stream will also examine the relationships between clustering, location, industry classification, and
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making. Another core inquiry will be into whether makers benefit from location in clusters of like
firms or a variety of firms, agglomeration economies. This program of analysis will provide
both evidence and tools for policymakers in both creative clusters and urban industry. This study
will rely on some of the techniques deployed in pilot projects on servicisation (the service
composition of making firms) and creative clustering. The key tasks for this stream are:

Expanded Storytelling

Queries into Other Creative Clusters
The Viability of ANZSIC codes
Makers in Outer Activity Centres.

Ll N

Future Funding: ARC Linkage Grant Application

One of the conditions of continued IMAP funding for Phase 2 was matching funding to be provided
by an additional Carlton Connect Initiative Fund (CCIF) application. However, the CCIF program is
currently under review by its funders, and as a result of this, the funding scheme which would have
provided matching funding for Phase 2, has been suspended.

To continue the work, the Urban Manufacturing Steering Committee through the Project
Management Team (PMT) sort approval from the IMAP Implementation Committee to seek funding
through an ARC Linkage grant application. The team successfully submitted an ARC Linkage grant
application on 09 November 2015 with a total project budget of approximately $328,840, including
ARC and partner contributions. $90,000 was pledged by partners, including

. IMAP: $70,000
o The City of Moreland: $10,000
o The Metropolitan Planning Authority (MPA): $10,000.

These timeline changes introduce another variation in the original project timeline. We note that
our Phase 1 reporting schedule is modified over the original schedule; give the need for IMAP to
consider funding Phase 2 in advance of the November deadline for ARC Linkage grants. Originally,
the Phase 1 report was set to be due in late October 2015. However, due to the updated schedule,
the Phase 1 report was made available to IMAP on 12 August, and this final report is submitted in
January 2016.

This process of applying for the ARC Linkage grant has brought together multiple stakeholders,
including IMAP, Moreland Council, and the MPA. This furthers our progress toward Objective

5, enabling collaborations between different levels and branches of local and state government. We
expect that such collaborations will persist in future iterations of this work, and hopefully beyond.
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1. INTRODUCTION

This report provides the final findings of Phase 1 of the IMAP/University of Melbourne study of small
urban manufacturers to the economies of the IMAP area. This report describes the findings from
Phase 1 of the IMAP/University of Melbourne study of small urban manufacturers to the economies
of the IMAP area. The core purpose of this report is to detail the findings to-date from Phase 1. This
report demonstrates that the objectives of Phase 1 were met and exceeded. These objectives are:

1. To clearly define the urban manufacturing sector, to enable analysis of existing industry and
employment data-sets;

2. Toidentify the location and quantum of urban manufacturing firms in the IMAP region, using
the agreed definition and available data-sets;

3. To assess the significance of urban manufacturing to the economic geography of the IMAP
region, including through stakeholder consultation;

4. To deepen IMAPs understanding of the scope, limitations and quality of current data
regarding urban manufacturing firms, including gaps in currently-available data and required
research;

5. To enable data sharing and joint analysis between departments and units within state and
local government in Victoria; and

6. To use the findings of Stagel to articulate the need for further work and public policy
rationale for further investment in the Urban Manufacturing Project in 2016/17.

We also describe the framing of the project, which has advanced significantly describing the
progress of, and findings from, the research to-date, including:

The issue of sector definition

Findings from the analysis of existing data

Findings from the Inception Workshop

Findings from the qualitative and quantitative studies
makers.melbourne project site and outreach plan
Recommendations

Future project funding.

NouswNe

There are also several strategic decisions that we have made that have somewhat modified the
scope and path of the research. This report also describes these developments and the proposed
future actions arising from these developments. These changes include the following, and have all
been approved by the IMAP Implementation Committee and the Urban Manufacturing Steering
Committee (SC):

1. Expanding the project scope to include Moreland

Moving the survey forward into Phase 1

3. Creating an electronic survey and project site that also provides a visible symbol of makers’
participation in the project

4. Submission of an ARC Linkage Grant application on 09 November 2015, to continue the
project

5. Acquisition of an additional $20,000 from the Carlton Connect Initiative Fund (CCIF), on of
the original project funders, to bridge the project to ARC-funded activities.

N

The vast majority of this report provides new information, content, and findings. For the sake of
clarity, there is some content in this report that is summarised from the original project proposal.
We do this for readers who have not read or would like to be re-briefed on the proposal language.
For readability and to facilitate quick digestion for all readers, we provide signposts along the way to
ensure the familiar reader can skim that content.
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The IMAP area includes the Cities of Melbourne, Port Phillip, Stonnington, Yarra and Maribyrnong
that have prepared the Inner Melbourne Action Plan (IMAP). The core goal of this study is to deliver
policy-relevant findings that can guide the IMAP councils in making strategic decisions about their
policy strategies related to urban industrial-zoned land in the IMAP area. Underlying the core
inquiry of this project is our over-arching hypothesis that small, high-value added, highly-innovative
urban manufacturers in Melbourne can benefit significantly from the agglomeration economies
associated with inner-urban locations, and that there is great value to the urban economy in
preserving a place for manufacturing innovators in the central city and immediate inner suburban
areas. We hypothesize that the potential loss of urban manufacturing from central locations would
come at greater costs to the Melbourne community than simply displacing some jobs to outlying
suburbs. We suspect that this loss would include loss of innovation from the overall economy, loss
of agglomeration economies, and other economic losses.

Right now, as part of the review and implementation of Plan Melbourne, urban policy is being
formed and implemented in the IMR that will directly impact the capacity of urban manufacturers to
remain in central locations. The purpose of this study is to help the local governments participating
in IMAP to develop informed strategies as they make decisions about whether there is value in
preserving industrial-zoned land in Melbourne’s inner suburbs, and also about the possible impacts
of using the various policy levers available to government. As industrial uses compete with housing
in a city where housing is among the most expensive in the world, now is the time to generate the
new knowledge necessary for local governments to make informed decisions about how to manage
the industrial land in their jurisdictions.

The above-described inquiries are aligned with IMAP’s Investment Logic Map, which identifies
competition for space and a loss of economic diversity as major challenges for the IMAP area. In our
original proposal, we proposed a research program that develops strategic responses that are
specifically-targeted to the IMAP area, to address these challenges for the IMAP area, with particular
respect to the small manufacturing sectors. We are seeking to deliver policy-relevant findings in the
short term (one year), medium term (18 months) and long-term (five years) in a research program
that addresses the challenge of creating and maintaining jobs by fostering small urban
manufacturers and their supporting industries, and by examining the economic impacts of doing so.

Our interaction with local government strongly suggests that local government is well aware of the
potential downsides of losing industrial land. The challenge is an absence of a robust evidence base
to enable them to argue for retention of industrial areas in strategic locations. It is in generating
this evidence base that this project can add the most value. Phase 1 of this project was designed to
provide the base analysis to substantiate the need we assert for this evidence base.

This report describes the progress made in Phase 1. The main conclusion from Phase 1 is that the
findings are as we expected when we wrote the project proposal: existing data are not sufficient to
explore our core inquiries farmed around the land, sector, and economic approaches, described in
Section 3 below. Compilation of new data is required if we are to understand the queries we set out
to address. In this report, we describe how this compilation is already underway.
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2. BACKGROUND AND MOTIVATION

This section provides a very brief conceptual backdrop for examining the above-described queries. A
fully-cited discussion of the content summarized here appears in our original project proposal.

Empirical evidence in the United States strongly suggests that there has been a revival in small scale,
local, and distinctly urban manufacturing in metropolises characterised by their knowledge-intensive
activities (The Pratt Center, 2014). The latter include a growing interest in one or more of: fair trade,
sustainability, local product orientation, health of the local economy, and/or product customisation.
Driven by these underlying economic forces, the manufacturing that has remerged in US cities is high
value-add, either because it is ‘high-tech’, or because it is ‘high-touch’ — capitalising on a host of
competitive advantages including sophisticated design and astute market insight.

In Melbourne, the empirical evidence of such activities is limited at best: the actual structural
changes in the manufacturing sectors are not well understood. There is some anecdotal evidence
supporting the emergence of these trends here, but we strongly suspect that Melbourne’s public
policy climate tracks that of the United States in its tendency. In short, while manufacturing may
have changed considerably in Melbourne, the sector is still conceptualised by some in politics, public
policy, planning and the general public as a relic of the city’s industrial period. While the
conventional wisdom is that manufacturing is no longer suited to the inner city, some in local
government in Australia do consider manufacturing a vibrant and important part of the local
economy. This work challenges those that see manufacturing as a relic and provides the evidence
for action and decision-making to support the making sectors.

A first step in our proposal was to refine currently-available data to take the investigation of small
urban manufacturers beyond the anecdotal. Current publically and council-available data such as
that from the Census and the Australian Business Register, are currently not suitable for an analysis
of spatial distribution or sectoral character of small manufacturing firms in the IMAP region.
Because of this, economic analysis of Melbourne’s small manufacturers — their contributions to the
local, state, and national economies in terms of short-term jobs and longer-term innovation — are
currently not possible. Nor is spatial analysis of where firms locate and how they use central
locations toward the generation of efficiencies and innovation, possible.

What we do know is that industrial land across inner Melbourne is under considerable pressure for
rezoning to so-called higher and better uses. Furthermore, we anticipate the possibility of a vicious
cycle, with a lack of long term vision and zoning uncertainty leading to disinvestment that in turn
results in underutilisation and strengthened pressure for rezoning. We contend that there is ample
opportunity to realign the land concerns of councils and the industrial activities in Melbourne.
Manufacturing and its supporting activities no longer exclusively require large workshops and
warehouses housing a single firm. New manufacturing sectors compete with commercial and other
uses in small home-based businesses and on commercial and mixed-use zoned lands. The needs of
high-service, “high touch” producers in the manufacturing area are not well understood in
Melbourne.

Undoubtedly, there is strong latent demand for housing in central-city areas. Residual land values
for industrial properties are likely to be significantly higher under most housing redevelopment
scenarios compared to continued use as ‘employment land’. However, property market valuations
do not factor in the wider economic, social and environmental benefits attaching to retention of a
diverse pool of employment generating land uses in the inner city. Left to its own devices, the
market may well be generating inefficient outcomes in these areas and for the metropolis as a
whole. But the evidence to judge this in either direction is currently not available.
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Given the lack of substantive research to the contrary, the popular conceptualisation of industrial
lands located in the inner Melbourne as ‘no longer fulfilling their function’' may be ill-informed and
outdated, resulting in the unnecessary suppression of economic activity and job creation. As the
eminent economic geographer, Saskia Sassen, observes, new manufacturing is not well-understood
by“....economic development experts and planners, or misunderstood as an anachronism because its
connection to the advanced knowledge sectors is not noticed””. In short, an important source of
worthwhile work lying between that undertaken by ‘symbolic analysts’ and that transacted by ‘in
person service workers’” may be foregone, adding to the hollowing out of the labour force.

Moreover, this unwitting displacement of existing and latent manufacturing activity may be eroding
cities’ environmental sustainability. For example, locally produced goods can be more
environmentally sustainable due to reduced material-intensity, orientation towards local markets
reducing total vehicle kilometres, sensitivity to subtle changes in client demand leading, and reduced
waste and excess production. More generally, in the absence of propitious spaces for this locally
focussed and customised production, environmental entrepreneurship and leadership may be
dampened.

! Plan Melbourne (2014) Initiative 1.6.1, page 49
? Sassen, S. (2014) Jane Jacobs revisited: the link between older material economies and today’s knowledge economy.

. This source is no longer available online, but was accessed on 10 March 2015.
* Here, we use the typology of occupations developed by Robert Reich in the “The Work of Nations™ (1991)

17|Page


http://www.thecitiescafe.com/?page_id=47

3. EMPIRICAL APPROACHES: LAND, SECTOR, AND ECONOMIC

This section briefly describes the analytical approach that we expanded upon in the original project
proposal. Toward understanding the complex urban systems underlying small urban manufacturing,
this research examines the issue from three angles: a land perspective, a sector perspective, and an
economic perspective. Scholars and practitioners interested in urban economies are aware that the
land, sector, and economic approaches are actually heavily interdependent and endogenous.
However, for analytical purposes, it is useful to distinguish the three areas. This is because the
theoretical concerns, research approaches, and practical policy realities for land use, sector activity,
and economic outcomes are often very different, and each must be fully considered. The over-
arching goal of generating understanding in these three areas is to extract the implications for
planning controls and design in inner city industrial zones. The content-driven objectives of this
study are to:

1. Understand how industrial zoned land in inner Melbourne is currently being used (the land
approach)

2. Understand the value of central locations for businesses in the small manufacturing sector
(the sector approach)

3. Understand the economic impacts and contributions of small urban manufacturers (the
economic approach).

Phase 1 funding supports development of a base of evidence that cuts across all three of these
approaches in the short term, and treats them all more thoroughly in the longer term. Future ARC
or other grant funding will support deeper inquiry across all objectives, but more heavily focused on
Objective 3. The remainder of this section describes these approaches and explains our rationale for
including each.

3.1 THE LAND APPROACH

The primary activity in the land approach would be a cataloguing and analysis of the economic
activities occurring in industrial-zoned areas. The land approach is crucial for two reasons. First,
urban policy is currently being formed that will heavily influence the use of a significant amount of
industrial-zoned land — and other land that houses industrial uses — in the IMR. Second, local
governments participating in the IMAP are seeking updated information to inform their decisions
about whether there is value in preserving industrial-zoned land in the IMR, and in using the
available policy levers to facilitate urban making on other types of lands such as commercial and
mixed use. There is currently a possibility for divergence from the dominant paradigm of housing
being the highest and best use of the industrial land. Now is the time to generate the new
knowledge necessary for local governments to make informed decisions about how to use the
industrial land at their disposal. Second, the impacts of urban manufacturing extends far beyond
the trade-off between industrial and residential zoning. Urban manufacturers may not be primarily
located on only industrial land — and instead may be using commercial and mixed-use office spaces,
particularly for the non-manufacturing parts of their businesses.

The land approach creates the possibility of a renewed understanding of what constitutes
manufacturing in today’s service-oriented economy. Industrial zoning is based on notions of
manufacturing as land-intensive, machinery-intensive processes that are not appropriate for
contemporary central cities because of their polluting smokestacks, noise concerns, and
warehousing requirements. As evidence from New York suggests, new urban manufacturing no
longer necessarily comes with these concerns. Just-in-time shipping reduces the need for large
warehouses that store weeks or months’ worth of supplies. Many small urban manufacturers are
actually hybrid entities of sorts, concurrently providing a product and a service. Some of these
concurrent products and services are very high-end, such as $12,000 custom bicycles that come with
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a two-day experience of visiting the factory to be fitted and meet the craftsmen who will produce
the bicycle. Our questions are in whether these uses can benefit from central locations in terms of
the capacity of inner cities to develop agglomeration economies among small manufacturers. lItis
time to rethink urban manufacturing and its role in the central city, and the following questions
query this hypothesis:

1. What kinds of economic activities are being conducted on industrial-zoned urban land in
inner Melbourne?

2. Are manufacturing activities occurring on other types of lands, such as mixed-use and
commercial zoned lands? Is there a particular type of manufacturing that is suitable for
these types of lands?

3. Isthere evidence of a high-innovation, high-value-added manufacturing sector developing in
the inner region?

4. What other uses are occurring on industrial-zone urban land? Is the land being used largely
by entities that comply with the industrial zoning requirements?

5. Are new types of manufacturers, with economic scopes different to those of traditional
manufacturing, emerging in the IMR? Do we have reason to rethink how we define urban
manufacturing and support its presence in inner cities?

3.2 THE SECTOR APPROACH

The sector approach examines the interactions of inner-city land uses with the requirements of firms
to survive, innovate, grow, and prosper. Concerned with the needs that firms have in order to
continue carrying out their core business, this line of inquiry examines the barriers and impediments
that occupancy of high-value, highly-accessible urban land provides — if any. The activities and
guestions in this approach are informed by economic theory on agglomeration economies and
innovation.

Agglomeration economies are the productivity benefits that firms receive from being located in
close proximity to concentrations of firms and people. They are often differentiated into two sub-
categories, urbanization economies and localization economies. Urbanization economies are the
productivity effects of being in a large labour market featuring a large concentration of readily
accessible firms across a variety of sectors, while localization economies are the productivity
benefits associated with being near firms that are involved in similar or complementary industries.
Both are what economists call positive externalities.

The reliance by small firms on agglomeration economies is well-documented. Small firms tend to be
at the forefront of innovation, and thrive in the presence of other innovators. As firms grow, their
processes become standardized and established, and they tend to become less innovative. They
also become less reliant on the positive externalities associated with highly urbanized, fertile central-
city environments. A good example of this effect is Microsoft, which moved away from Silicon Valley
when its Windows operating system became established as the industry leader.

In Melbourne, it is possible that displacement of urban manufacturers from central cities could have
a stifling effect on innovation, creation, growth, and prosperity of individual firms. It is also possible
that, rather than merely relocating, firms that are forced to leave the inner suburbs simply close,
removing their value added and their innovative capacity from the pool of Australian industries.
Crucial to understanding whether preserving industrial land uses is necessary, and whether allowing
development of making on other types of land zones, is an understanding of how these small
manufacturers interact with each other, learn from each other, and grow from that experience.
Crucial also is an understanding of the barriers and impediments that stifle that innovation and
growth. Toward this end, this line of inquiry examines the needs of small manufacturers in the IMR
according to the following questions:
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1. Isthe central location required for these firms to survive, grow, and prosper?

2. Are we seeing evidence of agglomeration economies forming among small manufacturers in
the IMR?

3. What factors do firms consider when deciding to locate in an inner city?

4. What types of local firm interactions are important for firm growth? What kinds of linkages
do they exploit? Ignore?

5. What are the growth goals of inner-city manufacturing firms?

6. What are the major impediments to growth, e.g., space, regulatory environment, rents?

7. Are strong links to universities compelling small manufacturers to locate in central cities?
What is lost when they move away from the university environment?

8. Why do boutique manufacturing firms leave the inner city? Is it because they have
graduated to a more mature stage of development, or do they leave while still in stages
where proximity to other firms is crucial? Where do they go? Do they survive?

3.3 THE ECONOMIC APPROACH

The economic approach examines the impacts that small urban manufacturers exert on the urban
economy, including the effect on wages, jobs, and innovation in the region. We hypothesize that
impediments experienced by small manufacturing firms can have a stifling effect on the entire
economy. Conversely, that these small firms can exert positive influences on their own and other
related and supporting sectors. If small, high-value manufacturing creates positive effects for the
urban economy, and if the contributions of this sector can be made more productive through public
policy initiatives or investments, then policy makers would surely want to know this. The questions
below are indicative of the queries that we would make through the economic approach:

1. What would be the overall economic cost (local, state, and national) of continued loss of
urban industrial land in terms of jobs, value-added, and innovation, within the small urban
manufacturing sectors?

2. Are there demographically-differentiated economic costs associated with loss or movement
of small manufacturing firms, e.g., loss of modest-wage jobs or jobs for the young and recent
university graduates?

3. Do small manufacturers support other sectors, e.g., legal and accounting services? What
fertile effects would occur outside of the manufacturing sector?

4. What components of the industrial value chain are suffering the most from land restrictions?
(informed by input-output analysis)

5. How do Australian and Victorian macro-economic trends and restrictions affect local
manufacturing outputs?

6. Is council assistance in the form of start-up grants or business incubation, associated with
firm longevity and value-added over the medium term?

7. Are universities exerting significant influence on creating fertile environments for firm
growth in the small manufacturing sectors?

8. Is firm birth, growth, and innovation limited by the diminishing quantity of industrial-zoned
land in the IMR? (this question is related to both land and economic approaches, and will
build on the land approach)
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4. WHAT MAKES A MAKER? DEFINITION OF THE SECTOR

This section has two purposes. First, we describe the complexity of establishing a precise definition
of “high-value, highly-innovative urban maker” to the empirical component of the work, rather than
define a maker a priori to conducting empirical investigation. Second, we review the literature that
will ultimately inform how we define our makers and the scope of our study. Finally, we make some
concluding remarks about how we move forward to the empirical enquiry; the empirical study plan
is presented in Sections 6 and 9 of this report. In Section 9.2, we summarise the findings from our
pilot project on maker definition.

4.1. THE ISSUE OF DEFINITION

Many of our government partners, along with a significant number of Workshop 1 participants, have
stressed a need for a definition of what we mean by “maker.” Definition is a complex issue which
we address in this section. Certainly, for the purposes of statistical analysis, it was necessary to
define key terms like “small” and “manufacturing.” Creating a precise definition is sometimes
necessary; for instance, when using the CLUE data, to establish cut-offs between small and very
small businesses, or to establish which ANZSIC codes to explore.

However, the exploration of the definition is built into this project. We have known from project
conception that the state of knowledge about what Melbourne’s makers do and who they are, is
limited. For this reason, one of our first tasks has been to explore the field of makers using two
types of in-depth qualitative analysis, which are also described later in Section 6 of this report. We
find from these empirical investigations that there are key features of small urban makers in
Melbourne that do not emerge from reviews of the literature, presented in this section.

Early in this project, the team decided not to settle on definitions too early. This, we hypothesised,
would engender unnecessary false precision. While we generally acknowledged that a definition is
needed to allow for analysis of the sector and subsequent action, the definition of the 'urban
manufacturing' or 'urban makers' sector depends on what question is being asked, or the policy
challenge that is attempting to be addressed, in addition to being reliant on the actual profile of
makers in the IMAP and Melbourne areas. As we conclude in Sections 9 and 10, this strategy has
served the project well. Delaying definition has allowed us to question established definitions for
their appropriateness in the Melbourne context, and to generate a more-robust profile of
Melbourne’s makers.

Our definition, therefore, was intentionally broad at the outset of the study. The remainder of this
section reviews the literature and concludes by summarizing our approach to the work as we
entered the empirical phase of the work. The following examples of actual firms provide a
preliminary glimpse of what we then thought our definition must consider:

1) A fashion designer who produces clothing prototypes onsite but manufactures at scale
elsewhere

2) A production company that producers commercials/tv shows/movies

3) A software company that makes video games on-site but only sells them electronically

4) A bicycle company that produces bicycles on-site but achieves a large amount of its value-
added from the service component of its business, i.e., the experience of having a $12,000
bicycle fitted to the individual.

5) A sales showroom for electric cars designed and manufactured elsewhere.

6) A tofu maker that makes tofu locally according to standard processes that have remained
virtually unchanged for more than 30 years, but has innovated in the sales and marketing of
tofu.
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4.2. MAKING VERSUS MANUFACTURING

Early in the study, we deliberately did not distinguish “makers” from “manufacturers.” This was
aligned with the findings from our pilot studies, wherein we discovered that makers themselves use
the terms interchangeably and do not feel a need to distinguish between them. As above, this was
intentional at this point in the project. Part of the reason for this lack of distinction is as above: that
we were uncertain about the composition of the maker/manufacturer community in Melbourne,
and do not wish too-preliminarily to disregard firms from the analysis that could be instructive in
addressing our research and policy questions.

The USA based Urban Manufactures Alliance differentiates makers from manufactures based on
scale, with makers becoming manufactures when their products are made at scale (Urban
Manufacturers Alliance, 2015). Both makers and manufacturers typically have the same land use
requirements, using the same type of zone. However, “maker” businesses typically don’t create a
lot of jobs or provide jobs for populations that are low income, new immigrants, or have limited
English skills (Friedman & Byron, 2012). That said, makers are particularly useful in a zoning and land
use discussion as they are typically more visible than traditional manufacturing and provide good
examples of innovative businesses.

4.3. USING INDUSTRY CLASSIFICATIONS TO DEFINE THE SECTOR

Despite the intentional broad nature of the initial definition, is instructive to understand how the
other thinkers have conceptualized small makers for their research and policy analysis.

One way to consider defining manufacturers is via their ANZSIC codes. In considering the activities
that predominately occupy industrial land, at a broader level the industrial sector is commonly
defined through the use of Australian and New Zealand Standard Industrial Classification codes
(ANZSICs). These classifications are required by the Australian Business Register for any firm turning
over more than $75,000 per year and meeting certain commerce requirements. In practice and for
research, they provide one indicator of the primary function of a business.

Box 1. An Overseas Classification System

New York City defines “Industrial” uses as manufacturing, transportation and warehousing,
construction, wholesale retail, and film“. A business is defined as belonging to one of those
sectors according to what their self-identified NAICS (North American Industrial
Classification System) is. NAICS are equivalent to Australia's ANZSIC.

There are a number of benefits and challenges associated with using ANZSIC codes to define makers.
In theory they allow for consistent identification over geography and time. Since each firm must
report under an ANZSIC code, we have information for all firms.

One major advantage of ANZSIC codes is that they are very clear about distinguishing firms that
produce something from firms that primarily market, warehouse, or engage in service activities.
However, the accuracy and relevance of ANZSIC codes in representing industries, evolves as those
industries evolve. This is particularly the case for smaller and micro firms that undertake a range of
activities across industrial classification codes (for example designing, manufacturing, marketing, and
sales all on the one premise). Generally, a firm is classified under only one code, and firms tend to
not shift their ANZSIC code even if the focus of the firm changes.

Additionally, not all businesses that categorise themselves as manufacturing actually manufacture at
scale themselves. This is common in the fashion and apparel industry, and other industries where

4 Lt r N . ~ T O . et ~ . . . . ~ ~ SR ~
While the New York City government includes film NAICS in their definition of industrial, this is often excluded from definitions of urban
manufacturing.
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prototyping then contract manufacturing is normal practice. Furthermore, there are some industry
classifications that produce products but are listed in the ANZSIC codes outside of manufacturing; for
instance, in Printing and Publishing. Whether to include these types of firms in a definition again
depends on the purpose of the definition.

One way in which to cast a wide net to define the sector broadly but retain some level of
differentiation between the types of manufactures and how 'core' making is to their business, is to
compliment Industry classifications with Occupation classifications (ANZSCO). Such a process,
developed by the ARC Centre of Excellence for Creative Industries & Innovation (Higgs, Cunningham,
& Pagan, 2007) for assessment of the creative industries, would allow for both the primary function
of the business (ANZSIC) to be considered in conjunction with the primary function of employees
(ANZSCO). This would account for production related employees working in a non-manufacturing or
industrial business, and vice versa.

Table 4.1Error! Reference source not found. illustrates how the combination of industry and
occupation data could allow for the development of a matrix for determining employment within
the urban manufacturing sector. It would differentiate between:

— Urban Manufacturing Occupations within the core Urban Manufacturing Industries ('Specialist');

— Those in the Urban Manufacturing Occupations in employment in other industries ('Embedded');
and

— The non-urban manufactures management and support occupations that are employed within the
specific Urban Manufacturing Industries ('Support').

Table 4.1. Trident Method for Determining Employment within the Urban Manufacturing
Workforce

Employed in Other
Industries

Urban Manufacturing
Industries

Embedded urban
manufacturers

Specialists urban Total Employed in

Urban Manufacturing

Occupations

manufactures
“Specialist”

“Embedded”

Urban Manufacturing
Occupations

Other Occupations of
Employment

Management and
Support Staff
“Support workers”

Total Employment
within Businesses
within Urban
Manufacturing
Industries

Total Employment in
the Urban
Manufacturing Sector

Source: Adapted from Creative Industries Trident (Higgs et al 2007)

4.4. EXISTING DEFINITIONS USED IN PRACTICE

Governments and industry groups provide insight into how making and manufacturing are defined in
Melbourne and other settings. The Australian Bureau of Statistics (ABS) through the Australian and
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New Zealand Standard Industrial Classification (ANZSIC) codes defines manufacturers as units mainly
engaged in the physical or chemical transformation of materials, substances or components into new
products (except agriculture and construction) (Australian Bureau of Statistics, 2015).

Importantly 'units', while commonly described as plants, factories or mills that characteristically use
power-driven machines and other materials-handling equipment, also includes the transformation of
materials, substances or components into new products by hand, or in the home (Australian Bureau
of Statistics, 2015).

Additionally, the ABS definition allows for units primarily engage in physical or chemical
transformation to also undertake activities incidental to their primary manufacturing role, including
selling product direct to consumers from the same premises as it is made. This allows for bakeries,
custom tailors, and so on to be included in the manufacturing sector (Australian Bureau of Statistics,
2015). If units also sell other products that they did not manufacture themselves, then the rules for
the treatment of mixed activities is applied and their classification is based on their predominant
activity.

The ABS definition of manufacturing includes the assembly of component parts of manufactured
products. These can be either self-produced or purchased from other manufacturers (Australian
Bureau of Statistics, 2015).

Similar to the ABS definition, a manufacturing firm in the United States is defined as a firm engaged
in the mechanical, physical, or chemical transformation of materials, substances, or components into
new products. As in Australia, the assembly of component parts of manufactured products in
considered manufacturing, as is the development of new products by hand or in a workers home
(United States Census Bureau, 2015).

In the United States a similar industrial classification system to Australia's ANZSIC codes is used,
known as NAICS (North American Industry Classification System).

Part of the challenge with existing industrial classification codes such as ANZSIC and NAICS is that
they may fail to accurately account for the increasing breadth of activities that are being undertaken
within the manufacturing sector (NYCEDC, 2013). Global operations have broadened the scope of
manufacturing, with the value derived from customers broadening from the good alone to also
include services and knowledge associated with the good (Fleury et al., 2007). This has been
acknowledged by some government bodies, with the European Commission (2004) "Manufuture
Vision for 2020" calling for a transition in the manufacturing sector:

e from resource-based to knowledge-based manufacturing;
e from linearity to complexity;

e from individual to system competition; and

e from mono-disciplinarily to trans-disciplinarily

Acknowledging these transition challenges, the United States based Urban Manufactures Alliance
(UMA) defines urban manufacturing as all production that occurs in urban areas (with urban defined
as Metropolitan Statistical Areas with populations greater than 100,000). This includes the
production of products for use or sale through the use of machines, tools, chemical, biological
processing, or formulation (Urban Manufacturers Alliance, 2015). The UMA distinguishes urban
manufacturers and makers from hobbies and crafts when product begins to be made at scale (Urban
Manufacturers Alliance, 2015).

4.5. EXISTING DEFINITIONS USED IN RESEARCH AND POLICY ANALYSIS

24|Page



This section describes how some of the issues around our problem are operationalized in policy
analysis and scholarship. We include how authors differentiate makers from manufacturers as they
operationalize research, how they use industrial classification codes, how studies of small makers
and manufacturers define thresholds like small, innovative, or high-value added. This section also
situates our project in the international literature that seeks to understand the land, sector, and
economic dimensions of urban making.

Firm size is clearly an important feature of urban makers and manufactures, particularly when
differentiating them from the traditional, large scale manufactures that have more historically
dominated the manufacturing sector. Differences in productive technologies, capital intensities, and
scale economies influence an industry’s technological firm size (Beck, Demirguc-Kunt, Laeven, &
Levine, 2008).

As noted, urban makers and manufacturers tend to be small and micro businesses, however finding
a definition of what constitutes a small and micro business is challenging. As noted by Storey (1994)
there is no single, uniformly acceptable, definition of a small firm. Employment numbers and sales
turnover are generally used as an indicator of business size, however what constitutes a small
business in one sector or industry within a sector may not be considered small in another sector or
industry within a sector.

For example, a retail store with 100 employees is, within the retail sector, relatively much larger
than a manufacturing firm with 100 employees is within the manufacturing sector. Additionally,
within a sector such as manufacturing a 'small' business in the petrochemical industry is likely to be a
much larger in absolute terms than a 'small' car repair business.

As such, Storey (1994) notes that business size definitions at a sectorial level which are based on
objective measures, such as number of employees or sales turnover may result in all firms may be
regarded as small in some sectors, while in others, no firms may be classified as small. This is
illustrated in the definition applied by the U.S. Government Small Business Administration, in which
a small business in the manufacturing sector is, for the most part, considered to be a business of less
than 500 people (Small Business Administration, 2015). Based on 2010 data, this threshold results in
99 per cent of U.S. manufacturing businesses being considered small [(Mistry & Byron, 2011), see
Table 4.3].

With this in mind, Storey (1994) goes on to note that debates about definition turn out to be sterile
unless size is shown to be a factor which influences the ‘performance’ of firms (pg. 16).

In attempting to determine what constitutes a small business base on performance, Bolton (1971)
and later Aitkinson and Meager (1994) highlight that the management structure of a business, and
how it changes with business size is generally a good indicator in which to separate micro, small and
medium businesses. Small, and particularly micro businesses are generally characterised by the
absence of a formalised management structure, with the owner-manager having a heavy influence
on the daily decisions of the business. Management in small firms is generally informal, personal,
with the character and preoccupations of the manger significant influences (Wright, 2012).

Aitkinson and Meager (1994) identify that when business reach a size of between 10 and 20
employees, managerial appointments generally occur, and as such the owners are no longer the
exclusive source of managerial decisions. The move from less than 10 to more than 10 employees
therefore appears to mark an important break from micro to small businesses.

These 'break points' in the management structure of small and micro businesses are reflected in the
European Commission definitions of micro and small business within the broader Small Medium
Enterprises (SME) grouping.
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The European Commission use three main factors to determine business size — number of
employees and either turnover or balance sheet total. It is compulsory to respect the staff
headcount thresholds (includes full-time, part-time, seasonal, casual, and owner-managers), but an
SME may choose to meet either the turnover or balance sheet ceiling, and may exceed one of them
without losing its status. The break points between business size categories are illustrated below.

Table 4.2. European Commission SME Size Thresholds

W Employees |Turnover or | Balance sheet total
category

Medium-sized | < 250 <€50m <€43m

Small <50 <€10m <€10m

Micro <10 <€2m <€2m

Source: European Commission (2012)

Analysis of manufacturing business sizes in the United States in 2010 reveals that a majority (around
70 per cent) of manufacturing businesses employ fewer than 20 people. In America's major cities the
percentage of businesses with less than 20 employees is even higher, particularly in New York (82.7
per cent of manufacturers employ less than 20 people), Los Angeles (80.3 per cent), and San Diego
(74.7 per cent) (Mistry & Byron, 2011).

Table 4.3. U.S. manufacturing businesses by size (2010)

Number of Percentage of manufacturing
employees establishments in the US
1-4 36.0
5-9 17.4
10-19 15.5
20-49 15.1
50-99 7.4
100-249 5.7
250-499 1.9
500-999 0.7
1,000+ 0.3
100 %

Source: NIST/ Hollings MEP (2010) in Misty and Byron (2011)

Beyond business size, overseas literature on urban makers and manufacturers has also focused on
the level of innovation and value-add exhibited by manufacturing businesses.

Manufacturing is the turning of ideas into products and services, and in a highly competitive global
market, relies heavily on innovation in order to generate value. Value can be created in a number of
ways, including through unique production processes, high brand recognition, rapid delivery times,
or highly customised services (Livesey, 2006).

This broader recognition of value-add is reflected in the work of (Friedman & Byron, 2012) who
identify “high-value / high-performance” subsectors of manufacturing that include makers of both
“high-tech” and “high-touch” products. High-touch manufacturing refers to production that relies on
a high level of human interaction that results in high levels of market insight and customisation. With
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this appreciation of value-add both technologically advanced goods and those made by traditional
processes are included.

The Institute of Manufacturing (in Livesey 2006) developed a framework for analysis high value
manufacturing. This framework categorises manufacturers into one of four types, all of which can be
high value-add depending on the context and capabilities of individual businesses. The four
manufacturer types include:

e Service led producers who provide customers with services based on a significant
production capability. These businesses are strongly based around production, but derive a
substantial proportion of their revenue from services.

e Product manufacturers who focus on generating value through production. These are the
more traditional manufacturers with the majority of their costs in production and a majority
of their revenues from selling products.

e Service manufacturers who have little or no production and generate value from services
which are based around a product. They sell products but a majority of their costs are not
associated with production. This includes businesses that build one-off specialist products
that requires significant R&D and design input.

e System integrators who control the channel to customers and manage an external
production network. These are generally companies that once produced but have detached
from production and now entirely provide services.

Figure 4.1 presents a matrix of how these four manufacturing types derive revenue from products or
services, and incur costs on production and non-production.

Figure 4.1. Framework for analysing types of manufacturers

1 .

: [

SERVICES  |E Service led : Service
= producers | manufacturers
g .
2 TT T T
s I

PRODUCTS |& Product | System
% manufacturers I integrators
3 I
L

(Maiority of costs in... )—b

PRODUCTION NON-PRODUCTION

Source: Livesey 2006

4.6. DELAYING DEFINITION

The content above assisted us in framing the empirical enquiries that we describe below, in Section

6. In Section 9 below, we are able to provide some preliminary conclusions about the features of
Melbourne’s small urban makers.

The review above does highlight some important considerations as we explore this definition. We
will continue to consider these as the project progresses. One major task of our data-collection
processes, described below and currently underway, was to observe the composition of construction
of the making/manufacturing sectors. This empirical approach allowed us to explore whether our
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hypothesis that Melbourne is trailing the USA experience, has some foundation. It also allowed us to
explore how Melbourne’s industry is unique or different from that experience, thus exposing the
particular contributions of local conditions and policy to the making sectors.
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5. DEVELOPMENT AND MODIFICATION OF THE IMPLEMENTATION
APPROACH

The purpose of this section is twofold. First, this section briefly describes the implementation
approach that we expanded upon in the original project proposal. Second and importantly, this
section describes some of the changes that the Steering Committee has decided are appropriate
given the findings to-date, and which have thus been integrated into the project workflow since the
original project proposal was submitted. This section describes the major amendments to the
project timelines that arise out of the work we have completed to-date. This section largely
summarizes the major action items that are described in more detail and justified in previous
sections.

This section provides a high-level overview of the project approach. We operationalize this
approach in three pilot projects. Sections 6 and 7 below describe in more detail the Phase 1 sub-
projects, two which have been completed and a third which is currently underway. This section
details the approach that we have taken for Phase 1, and describes Phases 2 and 3 in less detail.

From the beginning of the project, we have envisioned a multi-phase project implementation
wherein each phase cross-cuts the three approaches we describe above, with ongoing reflection on
the public policy implications of the findings. The short-term funds would fund Phases 1 and 2.
Future funding, either via an ARC Linkage Grant or Centre of Excellence, would fund further
investigations of these issues, perhaps on a national scale. In this section, we describe the three
research phases, including a brief overview of the methods of data collection and data analysis that
we would employ in each. In the foregoing sections, we also describe some expected observations
and outcomes in the ongoing reflection during the project.

Table 5.1 below shows the original project timeline. Table 5.2 below shows the new project
timeline, which reflects the changes we describe in this section. The core differences between the
original and the updated timeline are:

1. The Phase 1 report (this report) is submitted early, in Month 6 instead of Month 7

2. Phase 1is extended to December 2015; this extension replaces Phase 2

3. Phase 2 funds will not be expended immediately in 2015, but rather will be used as
commitment to the ARC Linkage grant, which was submitted on 09 November 2015

4. If the Linkage application is not funded, the Steering Committee will apply to IMAP for
permission to use the Phase 2 funds ($70,000) to finish the research, or other funds will be
sought (a condition of IMAP funding was that the funds from IMAP be matched by the
University of Melbourne).

5. Additional funding of $20,000 has been delivered by CCIF, and these funds will bridge the
project a support outreach activities and data collection until a decision is made on the
Linkage grant.

5.1. PHASE 1 DEVELOPMENTS

This section describes the modifications to Phase 1 arising out of the project workflow thus far. In
the original project proposal, the core tasks for Phase 1 were:

1. Leveraging existing data — describing the lessons that an be learned from existing data, and
what questions cannot be addressed

2. Qualitative inquiries — using qualitative exploration to explore the issues facing the IMAP’s
urban makers
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3. Survey development and piloting — using the qualitative inquiry to inform the design of a
survey instrument to address some of the economic approach questions, which would then
be piloted.

All of these objectives were met on time as of the release of this report, and in fact, more activities

have been completed than originally planned for Phase 1. As we describe below, due to changes in
funding conditions, we have modified the timeline for some of these components — particularly, the
qualitative inquiries and the survey development.

Leveraging Existing Data

This area or inquiry has been completed according to the original workflow plan; we present the
findings in Section 7 below. We propose no modifications to this component of the workflow.

There are several datasets currently in existence for Victoria that each provide key data for
economic analysis of economic development in small manufacturing sectors, but none of them
provide a complete picture for all three approaches — land, sector, and economic — to be analysed
for small manufacturing firms. Some datasets provide important spatial and sector data, but do not
provide it at a fine-enough information on employment to isolate small makers. For instance,
Industry Atlas data provide sector information by LGA, highlighting success cases such as the large
and growing machinery and medical technology sectors in Yarra. However, the data in their current
format do not allow for the isolation of small and very small manufacturing firms (fewer than 20
employees, fewer than five employees). Similarly, existing Australian Business Register data are
available to the IMAP councils in geocoded (or geocodable) format. However, this data does not
include firm size or other critical data such as value added and capital investment. These data could
provide a spatial picture of how industrial-zoned land is used in in the IMAP region (the land
approach), but do not allow us to discover the sector-based economies and constraints that exist for
the makers occupying these spaces (the sector approach).

Some existing datasets provide spatial information — such as land use zoning and VicCLUE data — but
do not combine it with sector data about firms occupying the spaces that is specific enough for
economic analysis. These datasets can tell us something about where to find industrial-zoned land
in the IMAP region, but do not provide us with information about how small makers are distributed
in this space (the land and sector approaches), or how being located within this space affects their
productivity and innovation (the economic approach). Finally, none of the existing data tell us
anything about why firms leave the IMAP region — either via relocation or firm death — and where
they go if they do relocate (the economic approach). Section 7 of this report explores what kinds of
analysis and conclusions are possible using these existing datasets.

Qualitative Inquiry

Two qualitative studies have been completed as part of Phase 1. Findings from the qualitative
inquiries are included in this Phase 1 report, in Section 9.

One significant finding of this report is that even a compilation of all available data from the ABR,
Census JTW, VicCLUE, Valuer General, and other relevant datasets, there are still significant gaps in
our understanding of how small manufacturers derive their economies of scale, capitalise on
information networks, and leverage their location and proximity for growth (the economic
approach). More fundamentally, there are also significant gaps in our understanding of what it
means to be a small manufacturer, how manufacturing functions integrate with service and other
functions to create service-oriented production like high-end bicycles, three-dimensional printing,
and biotechnology products with strong service dimensions (the sector approach). Even more
fundamentally, there are still be significant omissions in our understanding of how urban land is
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used in the IMAP region (the land approach).

The qualitative inquiries that we undertake as part of Phase 1 have been designed to inform the
development of the survey while increasing our understanding of causal effects and nuanced forces
acting on small urban makers. We expect to find a significant number of non-complying, non-
industrial uses, including music venues, cafes, live/work artists lofts, midnight bakers that supply the
local cafes, and maybe even squatters. The presence of a high concentration of actual industrial
uses, or alternatively, a high concentration of industrial uses that do not align with traditional
manufacturing definitions as defined in the ANZSIC codes. Whether we, in subsequent phases,
ignore the non-complying uses or integrating them into the complex narrative that we will probably
uncover, is dependent on us first knowing that they are there. Sections 6 describes the two
qualitative inquiries in detail.

The understanding we have developed from the qualitative inquiries about small urban makers in
the Melbourne region has helped us to deepen our theory base and is now at work informing the
economic hypotheses that we describe above, around the economic approach. At the outset of the
project, we did not have enough understanding of the current business climate in the IMR to settle
on this or some other specific hypotheses as the important ones to test, and the dynamics of small,
high-value added urban manufacturing is not well-understood. Because of the qualitative inquiries,
we are now in a better position to develop and validate hypotheses to be tested with the survey,
regarding kinds of uses occurring in firms located on industrial-zoned lands in the IMAP area (the
land approach), the factors that facilitate firm survival and prosperity decline and demise (the sector
approach), and the local, state, and national economic impacts of these small firms (the economic
approach).

Survey Development: Testing Hypotheses on the Land and Sector Approaches

In the original project description proposed to and approved by IMAP, the survey was only to be
developed and piloted in Phase 1. Implementation of the survey on a large scale was to be part of
Phase 2. However, due to unforeseen circumstances, which this section describes, the Steering
Committee decided to move the survey implementation ahead into Phase 1. Our survey is now
being implemented, with more than 30 makers having currently completed it and an active Outreach
Plan in place to drive traffic to our website, http://makers.melbourne. We see this as a positive
development: the survey is largely read for implementation, and we have generated synergies that
make it more efficient to start the survey earlier. The makers.melbourne site and survey are
described in Appendix A. The Outreach Plan is described in Appendix B.

The survey design is integrated with both the qualitative findings and international evidence from
places like New York. The survey is an electronic land-use survey and business inventory of firms on
lands in the IMAP+Moreland project area, and also a sample of firms located outside the IMAP area.
A survey of firms located outside the IMAP area will allow us to address hypotheses about why firms
leave the IMAP area and whether agglomeration effects are real in the IMAP area. A sampling
framework has been devised to reflect both the land and sector approaches. Survey strata reflecting
the land approach sample firms operating within the IMAP region, in order to develop a picture of
how industrial-zoned land is used in the region, and how small manufacturers situate themselves
spatially. The land approach sampling strata are spatial, reflecting industrial-zoned land and other
land that could house industrial uses, e.g., mixed-use zoning or zoning code exceptions. Survey
strata reflecting the sector approach are targeting particular firms within certain manufacturing
sectors. These strata come from ABR data on small manufacturers, and would target particular
sectors.

This survey is designed to collect data on products and services, firm size, output, employment,
growth and location history, and organizational structure (non-profit, etc.). It is collecting
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information on non-manufacturing activities being conducted as part of the firm’s activities, the
amount of innovation investment that the firms make, firms reliance on central locations for growth
and innovation, considerations that firms make when choosing inner city locations, firm interactions
and linkages, growth goals, links to universities and government, major impediments to growth, e.g.,
space, regulatory environment, rents, why boutique manufacturing firms leave the inner city, and
when they do, where they go and whether they survive. With the insights gained from the
qualitative studies, we have refined the survey instrument to reflect the particular local conditions
that we encounter.

We have developed and are currently implementing an outreach plan to drive traffic to our website
and increase the size of our respondent pool. We will generate a dataset of a statistically valid
sample of firms within the IMAP area and also at strategically-selected areas outside of IMAP (for
control and comparison), designed to understand business structures, processes and linkages, as
well as additional hypotheses we generated during the Inception Workshop (described below).
Sampling is designed to allow for spatial representativeness of the data and appropriate statistical
power.

5.2. NEXT STEPS — EXTENDING PHASE 1

The aforementioned, unforeseen circumstances are the result of changing funding options from the
Carlton Connect Initiative Fund (CCIF) in combination with lessons learned from the Inception
Workshop held on 28 May. One of the conditions of continued IMAP funding for Phase 2 was
matching funding to be provided by an additional CCIF application. However, in October 2015, the
CCIF program was under review by its funders, and as a result of this, the funding scheme which
would have provided matching funding for Phase 2, had been suspended. Those programs have
been reinstated, but as we describe below in this section and also in Section 5.2, we have already
applied for an ARC Linkage grant to continue the research. We will apply for further CCIF funds if the
Linkage grant application is not successful. Upon successful submission of the ARC Linkage grant,
CCIF provided an additional $20,000 of funds to support the project to continue activities until a
decision is made on the grant application.

Fortuitously, a development during the Inception Workshop underscored the need to change the
project phasing. The workshop findings are described in detail in Section 8 below, but we briefly
summarize here. In short, the project team has decided that, in order to respond to makers’ request
for a visible symbol of their participation in the project, a combined survey and makers map will be
implemented electronically in Phase 1. This is possible using existing project funds. The Steering
Committee has agreed to move the survey and analysis forward to Phase 1.

Also, the Project management Team decided to seek Steering Committee and IMAP approval to
develop an ARC Linkage Grant application in November 2015, to continue the project work. This
issue was approved by the IMAP Implementation Committee in the August IMAP meeting. This
development introduces another variation in the original project timeline. We note that our Phase 1
reporting schedule is modified over the original schedule, give the need for IMAP to consider
funding Phase 2 in advance of the November deadline for ARC Linkage grants. Originally, the Phase
1 report was set to be due in December 2015. However, due to the updated schedule, the Phase 1
report needed to be made available to IMAP on 12 August. A draft report was issued to IMAP in
advance of the Implementation Committee meeting, on 12 August.

The ARC Linkage grant application was completed with the University of Melbourne in partnership
with IMAP using existing committed IMAP funds, and securing additional local state government
partners, the City of Moreland and the Metropolitan Planning Authority (MPA), each which made
cash and in-kind contributions. The ARC partnership, if funded, will move forward to test the larger
economic questions as outlined above. These questions include impacts that small urban
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manufacturers exert on the urban economy, including the effect on wages, jobs, and innovation in
the region. Underlying this approach is our hypothesis that the impediments experienced by small
manufacturing firms can have a stifling effect on the entire economy, and conversely, that these
small firms can exert positive influences on their own and other related and supporting sectors. The
products of this grant could include the following:

¢ Analysis of value chain data for each enterprise, covering in-bound logistics, operations,
outbound logistics, marketing and sales, after sales service, strategic management, human
resources, technology and procurement”.

e Exploration of barriers to entry or growth for urban manufacturers, for example, accessing
finance or government assistance

e Further mapping of select firms’ spatial linkages with suppliers, collaborators, workers,
distributors, customers and retailers with a view to understanding economies of scale and
scope attaching to agglomerations

e Estimation of agglomeration economies effects for the IMAP region and the State of
Victoria, for urban manufacturers, differentiated by location (urban versus suburban)

e Estimation of lost innovation and value added due to displacement effects.

5.3. ARC LINKAGE GRANT

The IMAP made very clear when it committed funding for Phases 1 and 2, that it would not commit
additional funds beyond Phase 2 for the project, and that the $40,000 it committed ($20,000 for
Phase 1 and an additional $20,000 for Phase 2) must be matched by the University of Melbourne.
Given the explanation we provide in the previous section, the matching funding for Phase 2 is not
forthcoming. For this reason and the others also described above, we have decided to extend Phase
1 and seek to apply Phase 2 funds to an ARC Linkage grant.

ARC Linkage grants are grant schemes wherein industry or government partners join with a
University-led team to produce research for their mutual benefit. In this scheme, industry partners
must make financial and in-kind contributions to the project. Generally, successful applications have
cash contributions from partners totalling a minimum of 25 percent of the project budget.

The team successfully submitted an ARC Linkage grant application on 09 November 2015 with a total
project budget of around $328,840, including ARC and partner contributions. $90,000 was pledged
by partners, including

e IMAP: $70,000
e The City of Moreland: $10,000
e The Metropolitan Planning Authority (MPA): $10,000.

5.4. BANK OF MELBOURNE FUNDING

In addition to the Linkage grant application, we have additionally submitted a funding proposal to
the Bank of Melbourne, under their Makers of Melbourne initiative. The results of that funding
application are still outstanding.

After the framework developed by Porter M. (1985) “Competitive Advantage: Creating and Sustaining Superior Performance
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Table 5.1. Original Timeline for Phases 1 and 2

Month 1 Team
assembly

Month 2 Ethics
approval

Month 3

Month 4

Month 5

Month 6

Month 7

Month 8

Month 9

Month 10

Month 11

Month 12

Month 13

Month 14

Month 15

Month 16

*Depending on funding begin date and ARC application timelines



Table 5.2. Updated Project Timeline: Phases 1, Extension of Phase 1, and ARC Linkage Grant Application

Team
assembly

Ethics
approval

Phase 1
(extended):
qualitative
studies;
survey design,
data
collection, and
analysis

=l

*Depending on funding begin date and ARC application timelines
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6. PHASE 1 DETAILED APPROACH, PILOT PROJECTS

This section summarizes three pilot projects that comprise Phase 1, and which are currently
underway. The first two of these projects are headed jointly by Jennifer Day and a Master of
Urban Planning student from the University of Melbourne, as part of her/his thesis project.
These students are listed as report authors.

This section first describes two qualitative approaches that will inform the third, quantitative
inquiry. Findings from the qualitative studies are provided in Section 9. Preliminary findings
from the quantitative pilot project are also provided in Section 10, and our Outreach Plan for
driving more traffic to our website and thus increasing the survey sample size Is presented in
Appendix B.

6.1 LAND: CREATIVE CLUSTERS IN YARRA

Background and motivation

The last fifty years has seen urbanisation emerge as a dominant demographic trend (Xing,
Horner, El-Haram, & Bebbington, 2009). Urbanisation has highlighted not only the strengths of
cities but also their weaknesses. There is growing concern regarding the future of cities and
how they can continue to accommodate growing populations. This challenge becomes
particularly daunting when discussed within the framework of sustainability and liveability.
Within policy and academia there is growing support for the “compact city” as an urban form,
which in theory could minimise environmental degradation and greenhouse gas emissions
while also providing more housing (Jenks & Jones, 2009). Features of the “compact city”
include higher density development, increased mixed use and renewal of under-utilised urban
areas, such as docklands and old industrial areas (Jenks & Jones, 2010). Concurrently these
older and under-utilised areas of Fordist production are becoming more popular as places to
live with people attracted to their central locations, alternative living spaces and possibility for
live/work scenarios (Hamnett & Whitelegg, 2007).

These features and preferred development patterns have affected city development policies in
a number of ways, including a growing pressure on local governments to consolidate under-
utilised urban land in their jurisdictions and rezone to residential to accommodate higher
density development. However there are issues associated with the drive for urban
consolidation, one of which is the rezoning of industrial and commercial land to mixed or
residential use. Governments are hesitant to make these changes in light of issues regarding
local employment and economic development (City of Yarra, 2010). There is a push to protect
land for industries that favour/service the inner city environment and are creative and
innovative in purpose. It is believed cities will be more resilient if they can grow and foster
their creative industries and knowledge economies (Landry, 2012). As creative industries
become a more important part of the urban economy governments are increasingly keen to
know where creative industries are, how they operate and how they can be fostered (Gibson &
Brennan-Horley,2009).

The City of Yarra’s newly released Yarra Economic Development Strategy 2015-2020 identifies
the creative sector in Yarra as containing important and emerging creative industries. The
creative sector in Yarra represents 11% of total employment in the LGA and 21% of all
businesses. With in the creative industries Architecture, Design and Visual Arts, Software and
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Interactive Content and Advertising and Marketing are highlighted as employing the most
workers. Two areas have been highlighted as Creative Clusters, the Gipps Street Precinct and
Cremorne. These two precincts have also been highlighted in Plan Melbourne as Urban
Renewal areas. Plan Melbourne does not clearly define “urban renewal” but if residential
development is expected to occur in these areas The City of Yarra states that it must not
compromise economic function (City of Yarra, 2010). This conflict between increasing housing
and protecting economic vitality is a local manifestation of the development tensions
discussed above.

Currently zoning is the predominant mechanism employed by the City of Yarra to protect and
foster economic development in the Gipps Street and Cremorne precincts’. The commercial
two zone (C2Z) that prohibits residential development has been applied over both areas. This
is in response to concerns regarding the impacts residential development may have on land
prices and land availability which in turn will affect the viability of the area as a creative
precinct and employment hub (City of Yarra, 2010). A number of researchers have observed
how residential development can affect the landscape of employment districts; see for
example, (Hamnett & Whitelegg, 2007; Zukin, 1989). While positives are associated with the
arrival of permanent residents, especially if the area is suffering from high vacancy rates and
deterioration, it can put pressure on existing businesses by increasing land prices. However
prohibiting residential development also has negative side effects as land owners may sit on
property waiting for rezoning to occur, leading to disinvestment and poor amenity.

This thesis will look at the Gipps Street and Cremorne precincts in the City of Yarra and hopes
to add some clarity to the development verse conservation argument by finding out what is
occurring in these ares. Before a decision is made regarding their future it is important to
understand more clearly what is happening within their boundaries. Can the firms in these
areas be classified as creative? Has the City of Yarra been accurate in it’s labelling of these two
areas as Creative Clusters? If so is the best way to foster these clusters through the restrictive
zoning policy? Why are firms choosing these locations and how does this affect future policy
decisions? What do firms enjoy about these spaces and areas? Ultimately this paper will aim to
shed some light on how firms function in these areas and on their locational decision. If there
is evidence the firms in these areas are gaining a competitive advantage from their location
then it may be pragmatic to support the City of Yarra’s current prohibitory zoning.

Research questions

In order to ascertain whether or not creative clusters are present in Collingwood and
Cremorne a key question to ask that stems from the literature is: Are vertical and horizontal
linkages present between firms? It would also be beneficial to understand if firms are choosing
to locate in these precincts in order to take advantage of these linkages. It is the aim of this
thesis to gain further understanding of why firms choose to locate in the precincts and if
there’s evidence to support Michael Porter’s cluster theories, discussed below.

The overarching research question is as follows:

Are creative firms locating in the Gipps Street and Cremorne precincts in order to benefit from
the competitive advantages associated with clusters?

6 ~ 1 . . . . . . . . . .
Council’s economic development unit also support business/ economic development by linking businesses with potential clients
customers as well as providing skill development and networking opportunities.
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This will research will broken down into two key questions:
Are firms locating in these areas to be in close proximity to local suppliers and customers?
Are firms locating in these areas to access local knowledge networks?

It is the hypothesis of this thesis that clustering benefits are not the main draw cards for firms
who choose to locate in Gipps Street and Cremorne. It is likely that there are other factors
such as rental prices and building typology that have a larger influence. However if these
hypothesis is supported it does not necessarily mean these areas aren’t providing valuable
spaces for Melbourne’s creative industries.

Theoretical and Empirical Framing

A significant amount of literature has been written on the Post-Fordist city and the way in
which changing production and consumption patterns are impacting the urban economy. The
Fordist economy aimed to take advantage of economies of scale through the standardisation
of products that appealed to mass markets (Scott, 1997). Manufacturing in the Post-Fordist
economy however has seen more producers creating smaller, specialised batches of output
that cater to niche markets (Scott, 1997). This change in production has expressed itself on the
city, changing spatial patterns, demographics and economies (Hutton, 2000). As many cities in
the developed world deindustrialise and lose their large manufacturers attention has been
drawn to those cities that have been able to successfully navigate these changes (Landry,
2012). There has been increasing attention paid to the role of culture and creativity and the
potential of these areas to address a number of concerns regarding economic development
and deindustrialization (Bagwell, 2008). In policy creative industries are often seen as sources
of innovation, providing a limitless supply of new ideas which in turn help to stimulate
economic growth, mitigating the effects of deindustrialisation and building a cities “knowledge
economy” (Bagwell, 2008).

Not only has the scale of production changed but also the type of goods that are produced and
how they are marketed to the customer. Hutton (2000) discusses the rise of creative services
in the post modern city, a reflection of the growing demand for goods that provide the
consumer with distinctive, unique products, reflecting their personal preferences. There are
now more consumers who are willing to pay for designer and bespoke goods, services and
experiences, which has contributed to the rise of the creative sector (Evans, 2009). Products
are not simply about functionality but are now seen as extensions of ourselves and the
persona we want to project. Scott (1997) discusses how increasingly the cultural geography of
place is intertwining itself with the economic geography of production. Every city and country
wants that competitive advantage that comes from being “known” for a certain product or
service, for example the Danish and furniture, or the Italians and leather products. Where and
how a commodity is produced can add to the imagery surrounding the product and in turn
helps to brand and differentiate the area it was made (Heebels & van Aalst, 2010). This type of
recognition, this successful commodification of creativity, talent and culture, is seen as being
key in the resilience of urban economies (Scott, 1997).

The growth of creative firms has also expressed itself spatially on cities and found expression
in the emergence of new production spaces (Hutton, 2006). These production spaces are
generally found in the inner city and the CBD fringe, in converted industrial and warehousing
spaces (Heebels & van Aalst, 2010; Hutton, 2006). Some argue that the rise of creative
industries has helped to resurrect the inner city and renew degraded industrial areas. Florida
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(2005) writing on the “creative class” has been extremely influential. His argument is that
talented people seek out cities and this individual talent is converted into economic
opportunity which in turn supports and feeds back into the home city. Globally there is a
growing belief that attracting talent and mobilising creativity can transform economies and
communities (Foord, 2009). This belief is shown in the number of cities that have creative
strategies: Creative New York, Creative Berlin and Creative London to name a few (Foord,
2009). It is also evident in the growing competition between cities to be seen as liveable,
offering a high quality lifestyle which is aimed at attracting the creative classes.

A number of articles address how to define what a “creative” businesses or industry is. Some
institutions such as the World Bank argue creative industries produce something that is
protectable under intellectual property law (Foord, 2009). The United Nations Conference on
Trade and Development states creative industries derive value from copyright and distributing
creative content (Foord, 2009). Bagwell (2008) who examines British creative policies found
activities which have their origin in individual creativity and talent tend to be considered
creative. What often links creative industries is that a high degree of individual skill is needed
to create the product/service and firms tend to be small and medium sized enterprises
(Bagwell, 2008). In the Australian context the Australian Centre of Excellence for Creative
Industries and Innovation has developed six creative industry groupings: music and performing
arts, film and television, advertising and marketing, software and interactive content, writing,
publishing and print media, architecture, design and visual arts (Foord, 2009). The New
Zealand Institute of Economic Research has developed a similar list: advertising, software and
computer services, publishing, television and radio, architecture, design, designer fashion,
music and performing. Both these lists have been developed by attempting to capture locally
significant IP through patents, trademarks, copyrights and design rights (Foord, 2009).

A key feature of creative businesses and workers is that they can often operate at the edge of
the formal economy (Gibson & Brennan-Horley, 2009). Creative workers take many forms
including freelancers, hobbyists, workers from home and it cannot be assumed that they’re all
working in a formal space from nine to five. Importantly it is hard to understand exactly what
creative people do, where they are and how they operate from a purely quantitative stance.
Because of this, Gibson & Brennan-Horley (2009) argue undertaking ethnographic studies of
creative workers is key in uncovering how they use and shape the city. Discussing the post
modern city, Hutton (2000) argues there are unifying characteristics of creative firms and
workers, including they tend to: create small specialised outputs, converge together into
agglomerations, often on the CBD fringe and depend on the ability to tap local sources of value
adding externalities. What they produce also tends to function in part as “personal ornaments,
modes of social display or aestheticised objects (Scott, 1997)”. As such a competitive
advantage generally stems from being able to cater specifically to the consumers needs, which
can change quickly and are often influenced by external trends and values. As creative firms
often require quick access to suppliers, sub contractors and customers clustering is another
defining characteristic of creative industries (Scott, 1997).

(Porter, 1998, p. 10) defines a cluster as “a geographic concentration of interconnected
companies, specialised suppliers, service providers, associated institutions and firms in related
industries.” Martin and Sunley (2003) who critically discuss Porter’s theory state two core
characteristics of clusters are that firms are linked, either vertically or horizontally and that
these linkages involve relationships or networks that produce benefits. This is reiterated by
Heebels & van Aalst, (2010) who state that firms that cluster experience a competitive
advantage due to their close proximity to suppliers and customers and the knowledge
exchanges that come out of casual encounters. In 2004 the United Kingdom’s Department of
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Trade and Industry developed A Practical Guide to Cluster Development in which they pinpoint
“the presence of functioning networks and partnerships “ as the key identifier of a successful
cluster. After a review of a number of creative cluster policies Foord (2009) found that a
“creative cluster” was generally taken to mean a grouping of creative industries, firms or
activities that are spatially concentrated. (De Propris, Chapain, Cooke, MacNeill, & Mateos-
Garcia, 2009, p. 11), list four key characteristics of creative clusters, they are: a community of
creative people, a catalysing place, a place that offers diversity, stimuli and freedom of
expression and a place that provides an ever changing network of interpersonal exchanges
that nurture uniqueness. The rationale behind the adoption of creative cluster policies is
endless with justifications including: economic development, regeneration, city branding,
education and training, social access, improved amenity, preservation of heritage buildings,
more balanced development patterns, growth in employment and high value output (Hutton
2000, Foord 2009). Proponents argue that clusters are particularly valuable as they can help
smaller firms obtain external economies of scale, strengthening their competitive ability
(McDonald, Huang, Tsagdis, & Josef Tiselmann, 2007). Smaller firms which may struggle
working in isolation are supported by the cluster. The importance of clusters in the
transmission of tacit knowledge is reiterated by a number of researchers (Bathelt, Malmberg,
& Maskell, 2004; O'Connor, 2004). The transmission of tacit knowledge is particularly
important for creative firms who often “learn by doing” and their skill is tangible one, tied to
place (O'Connor, 2004).

However, a number of researchers including Heebels & Aalst (2010) and Darchen and
Tremblay (2014) question the assumption that there is direct link between creative industries
and economic development or that creative firms do benefit from agglomeration. Heebels &
Aalst (2010) studied the creative quarters of Prenzlauer Berg and Kreuzberg in Berlin. Their
focus is on the production side and understanding how local networks and learning contribute
to innovation. Simultaneously they are interested in understanding how much urban amenity
and the visual landscape contributes to locational decisions. They argue that “zooming in” on
particular clusters and the contained firms can help to answer questions regarding knowledge
exchange in clusters and its importance. Overall they concluded that face to face contact was
not considered overly important to entrepreneurs in creative services and predominantly saw
other firms as competitors. Darchen & Tremblay (2014) focus on the video game
agglomeration in Melbourne’s CBD to see if it showed characteristics of a cluster such as cross
fertilisation and interaction with other creative industries. They conclude that the
agglomeration could not be considered a cluster as different agencies had very little to do with
each other or other creative industries. They had all chosen the CBD has a location simply due
its accessibility to public transport and supporting institutions. This research shows that while
creative firms may locate close to one each other this does not mean that they are “clustering”
and benefiting from each others presence.

Methods

Two case studies, Gipps Street and Cremorne in the City of Yarra, are the focus of this
research. As described above these two locations were chosen as they have been designated
as Creative Clusters in The City Of Yarra’s Economic Strategy.

(Merriam, 2014) discusses the case study approach in Qualitative Research: A Guide to Design
and Implementation. Case studies are an appropriate approach when one wants to understand
phenomenons that are complex and consist of multiple variables. They provide a holistic
account and can help advance a field’s knowledge base. The case study approach is
appropriate in this case as this thesis is predominantly concerned with ascertaining why firms
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are choosing these locations and locational choices may be affected by many variables. In
order to attempt this research within the scope of a masters thesis is it also prudent to
concentrate on two, relatively small and somewhat defined areas. While the results will only
be applicable to two rather small locations it is hoped the findings can help to advance the
knowledge base in this area.

Qualitative research will make up the majority of the research phase and will based
predominantly on conducting interviews with firms located in the two case study sites. As the
research is concerned with creative industries, these are the firms that will be targeted. Firms
will be selected via online searches, referrals, and firm listings collated after site visits. That the
firm falls under a creative industry is the only filter that will be applied, no limit will be put on
firm size, as it may offer up interesting insight into the makeup of firms in the areas. Interviews
will be conducted face to face and should take no longer than an hour. Questions will be aimed
at understanding how the firms interact with other firms in the clusters, with their customers
and suppliers.

How to define Creative is still a work in progress however the Australian Centre of Excellence
for Creative Industries and Innovation’s categories will most likely be used as they closely
reflect the categories adopted by the City of Yarra. These groupings are: Music and performing
arts, Film and television, Advertising and marketing, Software and interactive content, Writing,
publishing and print media, Architecture, design and visual arts.

Similar methods were employed by Heebels & Van Aalst (2010) and Smit (2011) when they
wanted to understand why entrepreneurs were attracted to certain geographical locations.
Heebels & Van Aalst (2010) undertook 40 semi-structured interviews with owners of micro
enterprises (5 employees or less). The purpose of the interviews was to enhance
understanding regarding the location decisions of entrepreneurs. Smit (2011) had a similar
objective and conducted 63 interviews with entrepreneurs in order to better understand their
location decisions. Smit (2011) began the interviews with two open ended questions regarding
location decisions and concluded with more direct questions regarding their chosen district.

Interviews carried out as part of this research also took a semi-structured form and were a
mixture of open ended and more structured questions. This format was chosen as we are
interested in learning about issues we may not have considered but also would like
information on specific factors, such as how often they have face to face contact throughout
the day (Merriam, 2014).

Twelve firm representatives were interviewed using this semi-structured format. Table 6.1

below lists these twelve firms, their core activity, the title of the person interviewed, and how
they are referred to in the findings (Chapter 9).
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Table 6.1. Participating Firms in Cremorne and Gipps Precincts, City of Yarra

Location Title of Creative Category Referred to as

interviewee

Architect/ Cremome Founder/Director Architecture Architect 1

Framing

Architect Cremome FounderManaging = Architecture Architect 2
Director

Architect/Interior = Collingwood Founder/Director Architecture Architect 3

Design

Advertising Cremome Founder/Creative Advertising & Creative agent 1

Agency Director Marketing

Marketing Collingwood FounderBusiness | Advertising & Creative agent 2

Agency Development Marketing

Production Cremome FounderBusiness | Advertising & Creative agent 3

House Development Marketing

Rope Artist Collingwood Founder™Head Design and Visual = Maker 1
Designer Arts

Furniture Maker @ Collingwood FounderHead Design and Visual | Maker 2
Designer Arts

Apparel Collingwood Founder™Head Design and Visual  Maker 3

Development Designer Arts

Textile Design Collingwood FounderHead Design and Visual | Maker 4

and Printing Designer Arts

Offset Printing Cremome FounderBusiness  Design and Visual Maker 5
Development Arts

Book Binding Cremome Manager Design and Visual | Maker 6

Arts

6.2 SECTOR: QUALITATIVE STORYTELLING APPROACHES

Background and motivation

The location of industrial land and their effect on shaping the urban form and communities
have been the subject of a considerable number of studies. In the recent years Manufacturing
is pushed out of cities because of rising cost of land and increasing environmental awareness.
The ongoing process of globalization seems to speed up this shift and transfer of industrial
land to residential and mixed-use development.

In recognition of the importance of future of manufacturing within the inner cities and the
significant and ongoing challenge that the manufacturing sector is facing globally, the sector
approach aims to examine the relation between inner city presence and requirements for
firms to survive. The geographical scope chosen for this study is “IMAP area” which includes
Cities of Melbourne, Port Phillip, Stonington, Yarra and Maribyrnong. This study is focused on
the inner city due to social and cultural conditions that are associated with the inner city which
are difficult to replicate elsewhere. Through this study we aim to understand what motivates
the small manufacturers to choose and stay in their inner city location and how it would affect
their business if they have to relocate to outer suburbs.in some cases the inner city location is
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vital for small manufacturers and they may decide to close down the business if they are
forced to move or pushed out of cities.

One of the factors that may have direct effect on the importance of inner city location for
small manufacturers is the shift from traditional manufacturing to a more service oriented
manufacturing. While the share of manufacturing has declined in large cities in developed
countries, the share of services has grown. The increasing growth in services and the
manufacturer’s willingness to add service to their product calls for a more in-depth study of
“new manufacturing” and “urban manufacturing.”

The sector approach aims to gain understanding of the changing face of the Australian
manufacturing sector by investigating the characteristics of “urban manufacturing”. The focus
will be on small/innovative/urban manufacturing, which is different from traditional
manufacturing and hence has different requirements and deals with different constraints.

Research questions

Sector approach aims to add to the literature on the subject of urban manufacturing by
examining the requirements of urban manufacturers/firms to survive.

This exploratory research primarily asks, “Does being servicized create different ways of
operation, different needs and different constraints for inner city presence of small
manufacturers in Melbourne?” In addition, this research aims to answer the following sub-
questions:

- What is the level of service component in “new manufacturing” firms and how that works
spatially?

- What are the methods of innovation used in small firms?

- What are the specific ways in which the firms produce and package products and services
- How important is the Inner City location for small firms?

According to literature one of the main characteristics of urban manufacturing is the added
service component of it compare to traditional manufacturing. Saskia Sassen has written series
of articles about the changes in manufacturing sector. Sassen (2009) defines “urban
manufacturing “as a type of advanced manufacturing that services the service sector. She
claims that “A particular type of manufacturing is very much part of today’s urban economies,
including the most advanced ones. | like to call this “urban manufacturing”” (Sassen, 2006). In
her article, “Urban manufacturing: economy, politics and space in today’s cities, Sassen (2006)
mentions the following characteristics for urban manufacturing:

1) It is networked and, therefore, needs an urban location.
2) It is quite customized and needs to be in proximity to its customers
3) It inverts the historic relation between manufacturing and services

Moreover Sassen criticises the long-time ignorance of the urban manufacturing sector by
policy makers because the policy was oriented towards retaining the big, standardized
manufacturers. She points out the fact that these “big manufacturers didn’t need to stay in the
city because they didn’t need the urban economy with its multiple supplier and contracting
chains and diverse craft talent pools”(Sassen 2009). This research will identify urban
manufacturers based on the characteristics mentioned by Sassen and will examine those
characters and aims to add to it by conducting in depth interviews with the manufacturers.
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Theoretical and Empirical Framing

Values and constraints that inner city presence brings for firms can be investigated from
various perspectives. There has been an increasing interest in the concept of industrial clusters
and firms’ willingness to be concentrated in certain urban locations. The existence of industrial
clustering was acknowledged by Weber and Friedrich (1929b) and the first attempt to explain
why firms tend to cluster together was made by Marshall in 1925 [ebook published in 2013;
(Marshall, 2013)]. Marshall proposed three reasons for this behaviour by firms. The reasons
related to the development of a local pool of specialised labour, the increased local provision
of the non-traded input specific to an industry, and the maximum flow of information and
ideas.

It is important to clarify that the notions of ‘knowledge’ vary in the literature. Following
Maskell (2001) this study is more focused on the Tacit dimension of knowledge. Gertler (2003)
defines Tacit knowledge by explaining that there are many tasks that involves skills and
collaborations that cannot be written down on paper or presented in a formal conference. He
explains that this type of knowledge can only be shared effectively between people who share
a common social context, language and culture. Tacit knowledge is, therefore, dependent on
face-to-face contact and close spatial proximity.

Sociological literature attempt to find a relation between, social networks, communication and
the process of innovation in firms (Granovetter, 1985). Gordon and McCann (2007) report that
firms in a social network tend to show “trust-based” behaviours. They mention three key
features of this behaviour: “the first is that firms within the social network are willing to
undertake risky co-operative without fear of opportunism; the second is that firms are willing
to reorganise their relationships without fear of reprisals; and the third is that firms are willing
to act as a group in support of common mutually beneficial goals”.

Studies prove that firms benefit from agglomeration economies. Two different types of
agglomeration economies discussed in the literature; location externalities and urbanisation
externalities. According to the location externalities, knowledge spillover occurs between
agents within an industry. Based on localisation economies, Carlino (2001) reports that the
proximity of firms within a common industry often facilitates innovation and growth. The
urbanisation externalities looks at knowledge spillover occurring between firms from different
industries (Jacobs, 1969, 1986).

However, Literature is not consistence in accepting the argument that tacit knowledge
requires spatial proximity. Zucker, Darby, and Armstrong (1998) argue that Knowledge Sharing
is less likely in industries with a rapid pace of technological change. Another interesting
argument is raised by Boschma (2005) that claims “physical proximity does not imply social
proximity”. Boschma doesn’t believe in necessity or sufficiency of spatial proximity for
learning. However, he reports that “it may facilitate learning by strengthening the other
dimensions of proximity, namely cognitive, organizational, social and institutional proximities “
(Boschma 2005).

Although a wide body of literature states that industry clusters can offer numerous benefits
for firms within those clusters, Audia and Rider (2010) argue that cluster location seems to be
very disadvantageous for companies in declining industries. Interviews with small firm
manufacturers within the inner city Melbourne will help us to understand if spatial proximity
and being close to centres that produce knowledge is important for them or not. Another
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interesting outcome from interviews would be to understand how much these firms interact
with their customers and how important is it for them to be close to inner city amenities.

In terms of spatial proximity and innovation, Literature shows that geographical proximity
facilitates localised knowledge spillover between innovative firms and research institutes.
Malmberg, Maskell, and Uppsala universitet (2006) report about the benefits of regular face-
to-face interaction in the process of localized learning. Innovation can take many forms,
literature distinct between incremental and radical innovation. For the purpose of this report,
we chose to examine the incremental innovation rather than radical innovation. The reason is
that incremental innovation is driven more by market-pull than technology-push. Since we are
dealing with a sector that is adding service to its offer, we estimate that firms in this sector
would be influenced by market challenges and customer demands and involved in incremental
innovation by continually re-develop their offer.

Constraints related to innovation are generally categorized under the following factors:
finance, management and marketing, skilled labour, and information. Through interview with
firms we would be able to understand if these are applicable to small urban manufacturers.

In order to be able to measure innovation in firms this project adopts the framework
introduced by Koberg, Detienne, and Heppard (2003), this framework has a softer approach
towards measuring innovation and uses the following factors:

e “Procedural (management-determined innovations in rules and procedures)

e Personnel-related (innovations in selection and training policies and in human
resource management practices)

e Process (new methods of production or manufacturing)

e Structural (modifications to equipment and facilities and new ways in which work
units are structured).”

We will adopt this framework and consider firms as innovative if within the past two years
they had introduced innovations in at least two of the four areas identified by Koberg et al.

The focus of this study will be on the changing face of manufacturing which is more service
oriented compare to traditional manufacturing. In a manufacturing context the term
“servitization” was introduced by VanDerMerwe and Rada (1988). They report that there is
clear evidence that manufacturing firms are “servitizing” by adding services to their product.
Scholars have used different terms to describe this new generation of manufacturing. Drucker
(1990) used the term "New Manufacturing” for the first time and since then it has been
adopted by some scholars and analysts. Marceau, Cook, Dalton, and Wixted (2002) explain the
recent growth in service industries by arguing that it is not a sign of the arrival of ‘service
economy’ or ‘post-industrial’ society. Rather, it suggests the growth of what they call “new
manufacturing” in which manufacturers are increasingly incorporating services into their
offerings to customers. Their study suggests the growth of a multiplicity of competitive
strategies in which:

e As an essential part of what has been called ‘new manufacturing’, manufacturers are
increasingly incorporating services into their offerings to customers,

e Service firms are increasingly adding a range of services to products produces by
others.

e Project-based firms are linking services and products to services.
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The most important overall message from their study is that “manufacturing is clearly not in
decline”. They argue manufacturing is in a process of transformation to meet the demands of
new markets.

Methods

A gqualitative methodology has been adopted to investigate the research question through
interviews with manufacturers. The activities and the methods applied at this part are
informed by reviewing literature on urban manufacturing, industrial cluster, knowledge
slipover, innovation and sevicization.

“Urban manufacturers” are an unknown sector, they are new and they have their own unique
characteristics. In order to get the most out of the interviews and to give the opportunity to
the makers to tell us about what we don’t know, a story telling interview approach has been
adopted following Snowden (1999) and Sandelowski (1991). Sandelowski (1991) reports that
in the shift from positivism towards interpretation in social science, researchers began to pay
attention to the narrative nature of human beings.

Snowden (1999) refers to story as “a valuable tool to understand our current situation,
anticipate possible futures and to prepare the organisation for action” and storytelling as a
powerful mechanism for the disclosure of intellectual or knowledge assets and transferring
complex tacit knowledge.

Based on the storytelling approach introduced in the literature, the interview questions are
designed in a semi-structured format. Through these semi-structured interviews we want to
query the following questions:

- What challenges do service-oriented makers face in their current locations?
- How important is an Inner city location for their business.
- Innovation through servicisation, Is there a competitive advantage?

Selection of firms

Selection of firms for interview is of outmost important. The study is designed for urban
manufacturers and we need to make sure that the firms that we choose meet the criteria of
“urban manufacturers”, Sassan’s description of urban manufacturing will guide us in this part.
Firms will be chosen from the “IMAP area “which includes Cities of Melbourne, Port Phillip,
Stonnington, Yarra and Maribyrnong.

In terms of firm’s size, we have identified and limited our study to the following description of
firm size:

e Verysmall: 1-5 employees
e Small: 1-20 employees

We have investigated the ANZSIC code to recognize the sector/sectors that have the highest
number of very small and small firms, According to (ANZSIC), 2006 the category that we are
interested in has the most representatives in “other manufacturing” sector. This section
contains the following subsection:
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- Class 2591 Jewellery and Silverware Manufacturing
- Class 2592 Toy, Sporting and Recreational Product Manufacturing
- Class 2599 Other Manufacturing n.e.c.

Hence, our sample firms were chosen from the geographical area of IMAP and within the
subsections of “other manufacturing.” Fourteen firms were interviewed in the IMAP area
using the storytelling methods. Table 6.2 shows the below lists these twelve firms, the date of
interview, their suburb amd core activity, the title of the person interviewed, and how they are referred
to in the findings (Chapter 9).

Table 6.2. IMAP-Area Firms Interviewed using Storytelling Methods

Date of
# abbr . Name of the interviewee | Name of the Firm/Company Firm Location
Interview
L Design and construction
1 BF 14.06.2015 Alfons van Maanen BiGfiSh Footscray
company
X . Design and construction
2 BF 14.06.2015 Renata Slusarski BiGfiSh Footscray
company
3 WA 14.06.2016 Steve Phillips Waterside Metal Art Footscray
Artist blacksmith studio
4 SB 27.06.2015 Bryan Cush Sawdust Bureau Contemporary Australian Kensington
Handmade Furniture
5 03.07.2015 Privet Market Jam City of Melbourne
6 W) 14.07.2015 Adam Lynch Wayne Lunch Jewellers North Melbourne
custom jewellery
7 EC 22.07.2015 Elnaz nourizadeh Eli Ceramics Ceramic and sculpture artist |port Phillip
8 SM 31.07.2015 Privet Melbourne Sign makers City of Melbourne
9 SC 05.08.2015 Jane Sawyer Slow Clay Centre Ceramics education Collingwood
10 |PL 08.08.2015 Lisa Krejcik pumpkin lane gallery Art studio Gallery St kilda
11  (BW 22.08.2015 Ben Watts Ben Watts Furniture Maker [custom made furniture Brunswick
sustainable design, social
12 |TD 24.08.2015 Tim Denshire-Key Tim T design innovation and service Brunswick
design
13 |RH 24.08.2015 Theo Hassett Roberts & Hassett Bespoke leather shoe maker|City of Melbourne
14 Ml 03.09.2015 Manuela Igreja Manuela Igreja Jewels silversmith jeweller Fitzroy
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6.3 ECONOMIC: QUANTITATIVE INQUIRY

Background and motivation

Land use pattern and its change lie at the heart of modern thinking of urban development, as
land use deals with the spatial aspects of human activities and the way it is adapted, or could
be adapted, to serve human needs (Best, 1981).

In the current context of metropolitan growth and economic development, policy debates over
land management and zoning depend upon the forces governing the geographic relationship
of different land use types. While there is a national census that details the demographic
status of population and housing, there is no consistent census on land use, employment and
employers.

Being a generally lower order land use, manufacturing land lies central to decision making on
land use change, with pressure for change to higher order uses. However, small urban
manufacturing continues to emerge as a more intense, smaller land requirement and service
orientated land use that has become more interactive with other land uses. But how have
SUM come to establish within the inner urban context, and what are the key driving factors for
their location choice?

Within the literature, there is a fairly developed understanding of manufacturing firm’s
decision making for large scale producers that require vast land quantities with a primary
location decision making based on outer suburban areas with sound transport access due to
logistics, land costs and the availability to large lower skilled labour markets. However, the
understanding of SUM within an inner urban environment is not understood.

Research questions

This pilot project seeks to contribute to our understanding of a lessor studied urban spatial
structure of small urban manufacturing, by empirically investigating the location decisions that
impact on the employee and employer for small urban manufacturing within inner Melbourne.

Small urban manufacturing firms have established as a genuine and valid economic input for
consideration, protection or incubation, but is the inner Melbourne location required for these
firms to establish, grow and prosper?

Historically other land uses were not overly compatible with industrial and manufacturing
firms, with specific zoning required to protect the externalities from production. However,
existence of high valued SUM firms within inner city Melbourne may lead to other land uses
being more compatible, hence considering a policy response from the Local Government
Authority (LGA) and the Melbourne Planning Authority (MPA) on the broader land use mix may
now be appropriate.

What is challenging to understand for small urban manufacturing firms within the inner
metropolitan context is the divergence away from location theory being central to the

reduction of costs rather than the labour market factors.

If SUM in inner urban locations are centred on high valued manufacturing, and the labour
force required is more highly qualified then a lack of support for these uses in inner urban
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location may push these manufacturers to outer urban locations or cease to exist at all in the
local market. Hence, an understanding of the potential ramification of relocation from a
stated preference perspective within the survey is required. This methodical step will test any
economic loss that may be resultant from location pressure being placed on SUM firms.

Crucially, if the location decision of SUM is driven by access to labour markets, say over
clustering potential, the result of this land use change pressure away from inner urban
locations may result in detriment to both the industry, the labour market and the economy.

Methods

A quantitative methodology has been adopted to test the primary driver of location choice for
SUM, with additional support from qualitative location based employee information, such as
ABS journey to work data. There is a finer grain of detail required to understand the location
decisions for SUM, which generally encompass five (5) major decision making factors:

e ACCESSIBILITY — Transport, proximity to the airport, freeway / highway, Melbourne
CBD, Port of Melbourne, road Infrastructure, rail Infrastructure, public transport and
retail.

e ACCESSIBILITY — to markets, suppliers, customers, competitors, service sector (legal,
finance etc.) or materials.

e LABOUR - Access to a skilled or un-skilled workforce

e CAPITAL - Cost of land / rent, Access to capital, New facility, Existing facility

e LAND - appropriate planning zone, proximity to owners residential location or mixed
use residential areas and access to large landholdings

e INNOVATION — Proximity to creative spaces, peer firms, innovative communities or
local technology.

The survey was designed to gain data on the relationship between businesses and their
location decision with respect to each of the identified decision factors. The survey allows
some prime facie conclusions in regard to SUM decision-making process and consequences in
light of pressure for re-location out of the inner Melbourne area. These spatial consequences
have often been ignored (McMillen, 1989), resulting in limited available valid data or improper
statistical inference. The unit of observation considered was each SUM firm, whilst the
behaviour of these firms are considered a binary choice with each location factor providing an
explanatory variable as the primary reason or next valid reason to locate within inner
Melbourne.

Out of the five (5) factors identified, the labour market is likely to have the strongest local
economic input within the inner urban context, providing the strongest connection between
the SUM industry and the community. Other factors such as innovation and accessibility to
customer / supplier markets are also likely to be encouragement factors for SUM to locate in
inner Melbourne. However, capital and land factors appear likely to discourage SUM from
locating within inner Melbourne given higher costs of land and limited land availability.

Underlying this approach is that the knowledge and experience required within SUM firms is
considerably different to traditional large format industry / manufacturers. Hence, a different

policy response may be required from a land use perspective.

Theoretical and Empirical Framing
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There is a fair level of existing literature on location theory to understand the criteria for site
selection, such as labour, access and the availability of resources. The most prominently and
clearly defined papers are by Weber (Weber, 1909; Weber & Friedrich, 1929a, 1929b),
Marshall (1920) and (Moses, 1958), who consider a historic approach based on the principle of
profit maximisation. For these theories to hold in the context of SUM within inner Melbourne,
each firm must prioritise accessibility, labour, innovation over the land and capital costs, i.e. a
firm will pay a higher property costs (be it either purchase or rent), which is offset by a
stronger desire to be located within inner Melbourne. Bartik (1985) follows a similar cost
benefit analysis assuming revenue opportunities across locations are similar but allows for a
variation in costs in determining the location decision. Once again, this explanation does not
appear to validate the location decision of SUM to be within inner Melbourne.

Perhaps contrary to the establishment of SUM in inner Melbourne, Erickson and Wasylenko
(1980) notes the manufacturing sector tends to be more cost-oriented and sensitive to
location variance, in comparison to population driven services such as retail that are revenue
sensitive.

The literature generally identifies that firm choices, in particular where they have clustered
together, are complex and multi-dimensional in terms of their geographic location. It then

focuses to measurable outcomes in an attempt to understand the changes, which is what is
being proposed within this pilot survey of the key five (5) factors of location decision.

Historically, manufacturing firms were location primarily in industrial zonings, which are quite
restrictive for mixed land uses but made sense to firms because of distribution and transport
network. However, with the increasing globalisation and mobility of goods metropolitan,
nationally and internationally, the location of where and why firms choose to locate within an
inner urban locations is not as clear.

Kohlhase and Ju (2007) form a view that the source of labour was a key factor in location
choice, with firms likely to pay a premium, such as rent and congestion, for higher costs of
locating in locations that were labour rich, or where specialist labour skills were required.
Whilst they did not consider SUM in particular, the location of SUM within an inner urban
context may be driven by the population and activity density, access to labour and other
physical factors that an inner urban context offer.

C. Mills (2004) forms a different view arguing the need for physical communication will drive a
firm’s location choice, considering that a firm’s production must rely on the physical
communication, otherwise the location decision is null and void. If manufacturing firms do not
require this communication, they will not pay a premium to locate in the inner urban areas
regardless of the density. Itis not clear if the need for physical communication is less relevant
for manufacturing firms, or if advances in technology within supply chain networks and
distribution allow firms greater choice to their location.

Freestone and Murphy (1998) form a similar view, considering the location of firms is
influenced by the wider structure of planning controls and infrastructure. In the context of re-
zonings and other higher valued uses encroaching on land suitable for manufacturing, their
conclusion would be a probable outcome but their review does not necessarily analyse the
decision making process but rather the outcome of policy leading to favourable or
unfavourable outcomes.
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What is clear from the literature on firm location decisions is that there are a myriad of
important and influencing factors, such as cluster potential, planning controls, infrastructure
and a firms need for communication that are most dominant. However, the location of SUM
within the inner urban context moves away from price sensitive and transport measures and
may be more intertwined with how SUM’s have evolved over time.

Once it has been established that firms are locating within an urban context, equally relevant is
the development policy response that either supports their development or attempts to
development economic advantage. Doeringer and Terkla (1995) highlight the improper use of
development policy which are poorly implemented and/or not commercially relevant. C. E.
Mills (2000) contends that a structural response occurs between firms, residents and the
labour market given the changing technology and preferences. This is particularly relevant if
SUM in inner urban Melbourne have become more efficient over time, or are choosing to
locate in inner urban locations for lifestyle or other preferences.

Much of the literature on location decisions for small urban manufacturing tends to restrict
analysis to a total employment aggregate, or limits its manufacturing sector review to broad
categories (Lopez & Olivera, 2005). Evidence that the manufacturing sector should be
maintained within the inner urban environment is harder to come by, especially if the sector is
highly price sensitive and maximises distribution efficiencies. Although Guillain, Le Gallo, and
Boiteux-Orain (2004) suggest inner urban employment may be associated with sector
specialisation for firms that innovate and are more technically advanced.

The differing of opinion, evidence and literature interpretations confirm the complexity in
understanding location decisions related to manufacturing, particularly within the inner urban
environment. To firstly understand the location decision of SUM, will then give a greater
understanding to the economic impacts should these firms be placed under pressure to
relocate due to policy implications. In a data poor environment, it is not clear what would be
the outcome of SUM if they are driven out of the inner urban area due to pricing or zoning
changes.
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7. PHASE 1 FINDINGS, EXISTING DATA

The project team has analyzed existing data sources and found what we expected: they are
insufficient to address the land, sector, and economic questions that we raise in this project.
This section describes firms in the IMAP area using the available data, and critiques the data
sources against the project objectives.

7.1 DATA SOURCES

This section provides some summary statistics of the outputs from the available data for small
urban manufacturing (SUM) firms. The outputs allow consideration for survey questions and
can be used as key parameters for model testing. Data on each chosen industry sector is also
required to address specialisation for SUM in comparison to other manufacturing firms.

We began the project activities by reviewing the datasets that the IMAP councils routinely
develop, buy, or acquire from other government agencies. The Cities of Melbourne and Port
Phillip provided the University team with a thorough list of their datasets, which number in the
dozens. From those lists, we were able to see that there are only a handful that had data
applicable to our inquiries. In the remainder of this section, we describe these datasets and
their capacities and limitations, and we provide an illustration of these capacities and
limitations.

Each dataset provides an insight into some aspects of the economic, land or sector
approaches. However, no dataset provides comprehensive and consistent data across each
approach. The datasets we describe in this section, and review in forthcoming sections,
include:

=  Australia Bureau of Statistics Census (2001. 2006, 2011), including the Journey to Work
(JTW) data

=  City of Melbourne Census of Land Use and Employment (CLUE) survey

= Australian Business Register (ABR) data.

This section additionally addresses the issue of why we have not developed descriptive
statistics from some of the various other business datasets available in Australia.

Australia Bureau of Statistics Census (2001. 2006, 2011)

The Census of Population and Housing “Census” from the Australian Bureau of Statistics (ABS)
provides information on population and is a geographically-comprehensive source of
population and employment profile data. The data is undertaken at a person and household
level but reported in Census geographies.

In addition to demographic and household data, journey to work information can also be
derived from the ABS Census. The data profiles the location and occupation of workers and
details the number of jobs by industry. The Census provides is with employment statistics by
location, ANZSIC code (three digit), and occupation in reasonably-large geographies called
Destination Zones.

The Journey to Work data does not link employer information, akin to other international
examples of employee-employer datasets in the international literature, e.g., (Jensen, 2010;
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Lane & Stephens, 2006), but matches the employee survey response with the workplace
location.

For our project purposes, there are a few notable shortfalls with the JTW data including:

= The large geographic area the destination zones encompass. In the 2011 Census, for
instance, the Melbourne CBD was a single destination zone, as was each of the other
IMAP LGAs. These broad geographies do not allow analysis of clustering and small-
area nuance.

= The data does not specify a particular industry, i.e. one can not attribute employee
data specifically for SUMs.

= The lack of consistency of DZ with other reports geographic levels from the Census.
The DZ are a unique geography, which compares to the majority of other Census
geographic areas which are combined from a base Statistical Area 1 (SA1) or Census
Collection District (CCD).

= The lack of consistency in DZ boundaries between each census period. This is
particularly problematic given the time-series nature of the investigation, one can not
confirm the extent the boundary changes has impacted the economic outcome.

Destination Zones are not inter-related with Planning Zones, and can contain a variety of land
uses that may not be economic activity generators, such as residential land and public open
space. This is problematic when comparing employment between DZ’s within a single census
year or over a time series. For example if a public open space accounts for a considerable
proportion of a particular DZ, then the data may be skewed to a lower employment density
relative to other DZ’s.

Another problematic issue with this data are the timeframes (5 year interval), which may not
allow the explanation of the true situation in regard to firms and their interaction with the
labour market, particularly where major global and local economic factors, such as the Global
Financial Crisis, have occurred.

By far the most important and limiting aspect of the Census for this study is that it does not
provide information on firm sizes. This is not a flaw of the dataset: it is not meant to provide
economic data. There are other purpose-built datasets in Australia whose purpose is to
provide this data, but as we will demonstrate, this data is also not useful for this study because
it lacks crucial information.

Given the above, we can use the Census data to estimate the size of a sector, i.e., how many
people work in certain kinds of industries and in certain kinds of jobs, which we do below.
However, the Census gives us no way of knowing whether those people work in small,
medium, or large firms.

City of Melbourne Census of Land Use and Employment (CLUE) Survey

The City of Melbourne has prepared the Census of Land Use and Employment (CLUE) survey,
which provides comprehensive information about firms (identified within CLUE as
‘Establishments’) within the City of Melbourne. The CLUE is prepared by undertaking a
physical inspection of these firms within the entire City of Melbourne area which is broken into
a city block geographic level. Figure 1 shows the CLUE area. The key data variables recorded
of particular relevance in the reviewing the labour market within SUM firms includes:
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= industry structure and type (ANZSIC code and number of establishments or business
locations).

= floor space type and use (office, retail, industrial, accommodation, entertainment,
office vacancy rates).

= employment type and status (full time, part time, casual, contractor, male and
female).

= building information (number of floors, year of construction, gross floor area, lettable
area).

= venue and capacity measures (ie. off street car parking spaces, bicycle and shower
facilities, conference and meeting seats etc.).

CLUE Small Area Map
[CJewe smatama

Central Cy Region

Propeny

Y\atercourse

Figure 7.1. CLUE Area
[Source: CLUE small area and block maps, (City of Melbourne, 2015)]

In addition to the firm data variables, the floorspace is also identified in terms of how it relates
to parts of floors for individual businesses, such as manufacturing, workshop / studio and
other storage measures. A total of 13 standard defined small areas are publically available
from the City of Melbourne based on official suburbs including Melbourne Central Business
District (CBD), Melbourne (remainder), Southbank, Docklands, West Melbourne (residential),
West Melbourne (industrial), Parkville, East Melbourne, Port Melbourne, South Yarra, Carlton,
North Melbourne and Kensington.

Unlike the JTW data, the CLUE data provides information of firm size, in addition to providing

many other important indicators and a firm’s precise location. The CLUE has been collected
since 1962, and has been regularly collected — every two years — since 2000 (City of
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Melbourne, 2014). The dataset thus provides useful longitudinal picture of land use and
employment in the City of Melbourne.

The major drawbacks of the CLUE data for this project’s purposes are:

1. The dataset is available only for the City of Melbourne, and not for the other IMAP
councils. Some CLUE-type censuses have been attempted in other Victorian localities
such as Whittlesea and Geelong, but these have been sporadic both geographically
and temporally.

2. The dataset is not set up to track individual firms from census to census.

Australian Business Register data (ABR)

ABR data provides a measurement on all registered businesses, which are required to formally
register for taxation purposes. Firm characteristics available of relevance for this project
include entity name, business name, main business address, additional business location
address and ANZSIC code. Whilst limited data is released at a firm level, the comparison and
understanding that the ABR data provides at an industry level provides a guide to the number
of firm births, firm deaths and net position. Around 80 percent of the addresses for these
firms have been geocoded, and these geocoded files were made available for the research
team. This gives the actual location of each firm, which is valuable information in studies of
sector and economic effects. This geocoded ABR data is available for all of Australia, so
comparisons of the IMAP area with other parts of the Melbourne region are possible with the
dataset.

Despite the fine-grained detail and wide scope of the ABR data, there are significant limitations
that prevent it from being useful for our study. Most notably, the data that the ABR provides
currently for most research does not provide information that can inform research about firm
productivity, growth, or size. This makes it impossible for small makers to be identified from
the dataset.

Interestingly and recently, the ABR purged around two million registered firms from their rolls,
on the grounds that the firms did not meet the criteria for engaging in commerce. Many of
these were hobbyists. These purged firms may contain some small makers. We expect our
qualitative research to address the issues of some firms that were dropped from ABR rolls.

Other Employer-Employee Datasets

One of the challenges when reviewing industries and how they operate is the data limitations
from both an employee and employer perspective, with the ABS not undertaking employment
level data at an employer level, considering only the Census user survey responses. This
challenge is cited most notably by Rosen (1985), stating:

“on the empirical side of these questions the greatest potential for future progress
rests in developing more suitable sources of data on the nature of selection and
matching between workers and firms. Virtually no matched worker-firm records are
available for empirical research, but obviously are crucial for the precise measurement
of job and personal attributes required for empirical calculations”
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Australia does not have a consistent or comprehensive employee-employer dataset.
In 1995, the Australian Workplace Industrial Relations Survey attempted to sample
employer information from an industrial relations perspective but is not widely used
and is dated (ALMEIDA-SANTOS & Mumford, 2004).

Employee — Employer datasets are increasing being used at an international level within New
Zealand, United States and other countries. One of the key benefits of these datasets is the
ability to track employees and firms over a time series, particularly with regard to
understanding a firm location decisions should a firm relocate, but also other factors such as
skill level change, wage levels and the interactive role the labour market places on firms. In
the remainder of this section, we review of employee-employer datasets to inform the survey
guestionnaire for SUM firms.

One of the most comprehensive employee—employer databases is the Norwegian LEED which
provides data on employees (including demographic data on age, gender, education levels),
employee jobs (including data on wages, hours worked, position, benefits) and firms (including
data on industry). Similar to the CLUES database, a discrete number is allocated to each
individual and firm to allow tracking over a time series (Hunnes, Mgen, & Salvanes, 2007).

A large employee-employer dataset used for the manufacturing sector is established within
the United States and is named the Worker Establishment Characteristics Database (WECD) —
refer attachment 1 for survey variables. This dataset enhances the U.S Census with a range of
other datasets (Carrington & Troske, 1998). WECD contains a significant dataset of 16,000
manufacturing firms with around 200,000 manufacturing employees and matches workers to
establishments within a standardised geography and industry code. The Japanese Matched
Employer—-Employee Database (MEED) undertakes a similar approach to the US, but only
considers firms with 30 or more employees.

Even with such significant employer-employee datasets, direct measures of worker
productivity and qualitative factors are challenging to obtain within empirical research

In the remainder of this chapter, we illustrate the kinds of outputs that are possible with the
CLUE, ABR, and JTW datasets. We conclude that the accuracy and scope of each data set and
any correlation that can be made between the data sets is problematic for the analysis of SUM
firms. There are several explanations for this, but the over-arching lesson is that the existing
data are insufficient to address our questions. A new quantitative data-collection instrument
is needed.

One of the key challenges with the data is the compilation of a comprehensive data set that
encompasses all data elements from each of these data sets, but relevant and descriptive of
SUM. Whilst some international examples have progressed to comprehensive employee and
employer data sets to understand movements over time, the available data within the
Australian and inner Melbourne context offer limited guide to SUM.

7.2 WORKING DEFINITIONS

As we describe in Section 4, future project work will see finer definitions of some key terms
emerge from empirical and qualitative analysis. However, for this preliminary data analysis, it
was necessary to make some determinations about firm size so that statistics could be
reported.

56



The following categories were developed for data sources where employee numbers were
available.

= Very Small: 5 or fewer employees
= Small: 6-20 employees

=  Medium: 21-50 employees

= Large: >51 employees.

Other variable that could be used to define SUM include economic output or floorspace
requirements, but these variables are not reported with confidence.

In addition to firm size, it was necessary for the statistics below to be specific about which
industrial categories were to be included. At this stage, as per the “What makes a maker”
section above, we did not wish be too prescriptive about what kinds of firms should be
included as makers. We are still asking important questions of the data, such as whether tofu
makers and other producers of relatively standard products are engaged in innovative
activities.

For this reason, the results shown below reflect all ANZSIC codes that indicate that a made
product is the central focus of the business. In short, we allowed all of the firms listed under
the “Manufacturing” category in to be included. Additionally, outside of the manufacturing
sectors, there are ANZSIC categories for firms engaged in activities that result in made
products. These largely correspond to print media, film, and television products such as
printing and publishing, studio and set design, and other similar categories. These additional
categories, about 10 ANZSIC codes, were also included in the statistics generated below. We
used three-digit ANZSIC codes because the categories reflected, e.g., textile product
manufacturing or motor vehicle manufacturing, are specific enough to be comprehensible to a
general audience and meaningful for analysis, but not too specific that the number of makers
engaged in those categories is very few.

7.3 CENSUS JOURNEY TO WORK DATA

The journey to work data allows for a shift share analysis to understand the comparative
advantage / dis-advantage of industries by ANZSIC code for a given area relative to the wider
area, in this case the inner Melbourne area relative to metropolitan Melbourne. This analysis
confirms the role inner Melbourne plays within each specialist industry for producing a good or
service. The purpose of analysing shift share analysis is to:

= |dentify industries in which the inner Melbourne location has sustained a comparative
advantage, allowing for a deeper understanding of industries than are positive in
policy making.

= Confirming industries that offer a relative dis-advantage, to consider industries that
may need further review or industries that may not be appropriate in the spatial
context.

Using historical Journey to Work data by industry between the previous two census periods
(2006 and 2011), the change in local employment for the manufacturing workforce, we seek to
understand:
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=  How much change is attributed to the wider Metropolitan Melbourne growth overall?
(National growth effect)

=  How much change was attributable to the overall performance of manufacturing
industry in Metro Melbourne? (Industry mix effect)

=  How much change can therefore be attributed to Inner Melbourne's competitive
performance in the manufacturing industry relative to the rest of metro Melbourne?
(Regional competitive effect)

When considering the results of the shift share analysis, it is important to note the growth of
employment within certain locations does not necessarily result in a replica of existing or
moved facilities (Guillain et al.,, 2004). They can either operate autonomously by
complementing firms or result in a loss of existing facilities.

They extend this point further by considering the type of service that drives geographic
proximity. For example, manufacturing firms may not have strong linkages to other
manufacturing firms, but may benefit from proximity to common suppliers, whilst service
sector firms such as legal have strong linkages.

Melbourne Employment overview

Given the high land values within the inner urban area of Melbourne there appears to have
been a movement towards specialisation in a number of industries, suggesting these firms may
be attracted to a local economy and any benefits these may allow for. For example,

Collingwood appears to have a high concentration of furniture, clothing and fabric
manufacturers.

The ABS census across 2006 and 2011 shows us that the number of employed people in
metropolitan Melbourne has increased from 1.5 million to 1.7 million over the five years. The
five largest industries were health care & social assistance (12%) retail trade (11%),

However, manufacturing was the only industry that recorded a significant decline in
employment with small declines seen in the agriculture and wholesale trade industries.
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Figure 7.2. Manufacturing Employment Change by Sector, 2006-2011
(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

Growth in total employment across Melbourne between 2006 and 2011 was 9%. Over the
same period employment across the manufacturing industry in Melbourne has declined by 9%.
This is consistent with manufacturing within inner Melbourne which has declined by 7% over
the same period. This translates to 1,996 less people working across the manufacturing
industry in Inner Melbourne.

While many of the sub-sectors within manufacturing industry decreased employment, a
number of sub-sectors actually increased, the largest being pharmaceutical and medicinal
products followed by professional and scientific equipment. The following chart shows the
highest and lowest absolute changes in employment for the sub categories (ANZSIC 3 digit)
across the manufacturing industry within inner Melbourne between 2006 and 2011.
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Figure 7.3. Manufacturing Employment Change by Sector, 2006-2011
(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

For the same sub manufacturing industries the following chart illustrates the growth or decline
in comparison to the wider Metropolitan Melbourne. Generally speaking, the inner
Melbourne area observed more substantial growth and more severe losses for each sib-sector
compared to metropolitan Melbourne.
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(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

The purpose of this shift-share analysis seeks to determine the manufacturing industries

growth by establishing:

= National Growth Effect — 27,021 (2006 Study Area Manu) * 9% (total employment
growth Melbourne) = 2,406 jobs are attributed to the Metropolitan Melbourne

growth in general.

= Industry Mix Effect — 27,021 (2006 Study Area Manu) * -9% (manufacturing growth
Melbourne) = -2,365 (expected growth) then subtracting — 2,406 (national growth
effect) =-4,771. This decrease of employees can be attributed to the fact that the
manufacturing industry performance is worse than metropolitan Melbourne economy

performance overall.

= Regional Competitive Effect —-1,996 (total regional growth) —-2,365 (expected
growth) = 369 employees in the manufacturing industry in inner Melbourne that can
be attributed to advantages the industry has in the local area.

Considering this employment change as a percentage compared to metropolitan Melbourne,
the manufacturing sub-sector industries have a dynamic mix of performance outcomes, with
the following chart illustrating the growth or decline in comparison to the metropolitan
Melbourne for small and larger firms within each ANZSIC.

Another way to understand industry potential is to create a four-quadrant sector classification
system, wherein all firms are categorized according to their industry size and recent
performance. Using the JTW data, we classify sectors as one of the following, in terms of

employment numbers:

e large and growing
e large and declining
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e smalland growing
e small and declining

We define “large” to be a sector one with more than 200 employees in the metropolitan area.
While this cut-off is reasonably arbitrary, the distinction matters little to the interpretation of
the data, as we can see in Figure 7.3. This figure shows the distribution of sectors in each of
the four quadrants, and clearly indicates that there are many more small sectors than large
ones, as expected. Figure 7.4 is much more interesting. It shows only small sectors (less than
200 employed in the metropolitan area), and indicates that there are many more small and
declining sectors than small and growing sectors.
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When focusing in further detail within the inner Melbourne study area to consider each of the
five (5) municipalities and the four shift share components, manufacturing recording higher
employment growth across each sub area despite lower than average employment growth in
the metropolitan Melbourne.

Shift Share Analysis lllustration - Manufacturing Industry
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Figure 7.5. Manufacturing Shift Share Results by City, $2006-2011
(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

Less than half (41%) of the manufacturing industries recorded positive employment growth
between 2006 and 2011. The overall employment growth of metropolitan Melbourne
contributed -115% of employment reductions, while factors unique to the study area
contributed 22% of employment growth. These declines were also impacted by declines in
employment attributed to changes across each industry sector.

As a whole, pharmaceutical and medicinal product manufacturing (592 jobs), professional and
scientific equipment manufacturing (270 jobs and “other food product” manufacturing (202
jobs) received the greatest benefits as a result of regional competitive effect. To assist in
understanding the shift share analysis by industry sub-sector, the manufacturing industries
have been broken into four different types:

Type 1: includes industries benefiting from metropolitan wide economic and industry
growth as well as experiencing regional competitiveness causing them to experience
more substantial growth. Across the study area these industries include a number of
food and beverage industries as well as professional and scientific equipment which
could be experiencing benefits from access to transport networks, supportive services
nearby, access to skilled workers etc.

Type 2: These are industries that are underperforming compared with wider
metropolitan growth. Industries such as basic chemical product manufacturing have
the potential to contribute substantially to employment growth locally. Identification
of factors influencing the disadvantage to inner city locations could assist in improving
the performance in this sector (e.g. skills shortage, limited transport infrastructure,
industry linkages).

Type 3: These industries represent mostly declining industries across metropolitan
Melbourne where businesses should focus on finding new opportunities or markets.
This is the most common category across inner Melbourne and include industries such
as motor vehicle and motor vehicle part manufacturing, printing and printing support
services.

Type 4: These are industries benefiting from regional competitiveness despite the
metropolitan decline and should identify their competitive advantages and use to
drive further growth. A good example of this is the pharmaceutical and medicinal
products industry which experienced job reductions across the metropolitan area
while Inner Melbourne attracted an increase of 569 jobs.

Summary by Industry across LGA’s highlighting any key growths/declines

At the manufacturing industry division level (3 digit ANZSIC code), many industries showed
negative employment growth between 2006 and 2011. A summary of results is:
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Food manufacturing: generally increasing with strong increases in both dairy and fruit
moving into Melbourne. Sugar and confectionary is made a significant exit from Port
Phillip LGA with a 274 job decline.

Beverage manufacturing grew across each LGA, especially Melbourne which increased
by 243 jobs, except Yarra (120 job losses).



= (Clothing, textiles and footwear manufacturing has experienced significant (and often
the highest) job losses as these industries are typically moving to international
countries with a cheaper labour force.

=  Wood product manufacturing declined nationally and locally.

=  Pulp, paper and converted paper manufacturing declined except within Port Phillip
which remained stable.

= Basic chemical and chemical product manufacturing: This industry produced a growth
industry in pharmaceutical and medicinal product manufacturing, particularly across
Melbourne LGA (292 jobs) and Yarra (300 jobs).

= Polymer product and rubber manufacturing is declining nationally and within the study
area

= Non-Metallic mineral product manufacturing: Maribyrnong has growth in the glass
product manufacturing field with 136 jobs while cement, lime, plaster and concrete
product manufacturing showed a 213 job increase in Melbourne.

= Fabricated metal manufacturing, had one sub industry that experienced decline in
Maribyrnong LGA which was the other fabricated metal product manufacturing with
152 jobs lost.

= As expected the motor vehicle manufacturing industry experienced declines across the
study area and wider metropolitan and this business is expected to move operations
to international countries. The biggest impact was in Melbourne with a 1,139 job
decline between 2006 and 2011. However, most of the manufacturing firms within
this sector are likely to be large format / scale manufacturers.

= Machinery and equipment manufacturing: This industry had mixed results across the
sector except in the professional and scientific equipment manufacturing industry
which recorded a large growth in Melbourne (210 jobs) and Yarra (90 jobs).

= Furniture and other manufacturing: experienced mostly declines across the
metropolitan and locally within LGA's.

Type 1: Regional competitiveness and metropolitan growth

There are 8 industries where the local industry is growing at a faster rate than the
Metropolitan Melbourne industry levels.

Table 7.1. Fast Growth of Local Industry, 2006-2011

AGcrtéJvfj\llﬂ:Er(ggl)%)_/;)i;)t Natlon;fscetglonal Industry Mix Effect ReglonaIEf(f::;wpetmve
Fruit and Vegetable Processing 194 25 20 149
Bakery Product Manufacturing 155 85 51 19
Bewerage and Tobacco Product Manufacturing, nfd 0 0 0 0
Beverage Manufacturing 259 143 46 70
Wood Product Manufacturing, nfd 3 0 0 3
Fertiliser and Pesticide Manufacturing 30 12 17 1
Professional and Scientific Equipment Manufacturing 340 43 26 270
Furniture and Other Manufacturing, nfd 3 0 0 3

(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

Type 2: Local disadvantage but metropolitan growth

There are 7 industries that experience negative local impact on employment despite strong
industry performance across Metropolitan Melbourne.
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Table 7.2. Slow Growth of Local Industry, 2006-2011

A(;tg;lﬂl]zragg%)-/;ﬁ;)t NatlongfeR;glonal Industry Mix Effect Reglonaéf?:gpetmve
Food Product Manufacturing, nfd -46 25 90 -162
Basic Chemical and Chemical Product Manufacturing, nfd -19 6 15 -40
Polymer Product and Rubber Product Manufacturing, nfd -9 1 3 -13
Primary Metal and Metal Product Manufacturing, nfd -3 1 1 -5
Basic Non-Ferrous Metal Product Manufacturing -2 2 1 -4
Fabricated Metal Product Manufacturing, nfd -2 0 1 -3
Transport Equipment Manufacturing, nfd 1 1 1 -1

(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

Type 3: Local businesses underperforming in low growth industry

The most common situation across the manufacturing industry this category has 30 industries
recording slower than average employment growth both locally and across the region.

Table 7.3. Slow Growth of Local and Regional Industry, 2006-2011

ional Regional Regional mpetitivi

Manufacturing, nfd -417 139 -32 -524
Oil and Fat Manufacturing -26 24 -20 -30
Grain Mill and Cereal Product Manufacturing -44 23 -41 -26
Sugar and Confectionery Manufacturing -237 52 -226 -63

Textile, Leather, Clothing and Footwear Manufacturing, nfd -34 11 -21 -24
Leather Tanning, Fur Dressing and Leather Product Manufactul -13 3 -12 -4

Textile Product Manufacturing -366 60 -234 -192
Clothing and Footwear Manufacturing -327 158 -474 -11
Log Sawmilling and Timber Dressing -28 8 -22 -14
Pulp, Paper and Paperboard Manufacturing -25 6 -20 -11
Converted Paper Product Manufacturing -142 43 -102 -84
Printing (including the Reproduction of Recorded Media), nfd -3 0 -1 -2

Printing and Printing Support Senices -339 188 -511 -16
Reproduction of Recorded Media -68 14 -46 -36
Petroleum and Coal Product Manufacturing -88 16 -30 -74
Basic Polymer Manufacturing -41 8 -19 -29
Cleaning Compound and Toiletry Preparation Manufacturing -60 16 -28 -48
Natural Rubber Product Manufacturing -25 5 -22 -8

Non-Metallic Mineral Product Manufacturing, nfd -12 3 -4 -11
Structural Metal Product Manufacturing -3 7 -7 -3

Metal Container Manufacturing -21 5 -13 -13
Sheet Metal Product Manufacturing (except Metal Structural ai -66 7 -26 -47
Other Fabricated Metal Product Manufacturing -226 38 -170 -94
Motor Vehicle and Motor Vehicle Part Manufacturing -1,261 350 -1,274 -337
Other Transport Equipment Manufacturing 42 100 -54 -4

Machinery and Equipment Manufacturing, nfd 6 13 -7 -0

Electrical Equipment Manufacturing -31 67 -77 -22
Domestic Appliance Manufacturing -3 5 -6 -2

Pump, Compressor, Heating and Ventilation Equipment Manuf: 1 13 -11 -1

Specialised Machinery and Equipment Manufacturing -18 9 -14 -14
Furniture Manufacturing -129 54 -149 -34

(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

Type 4: Local businesses outperforming in low growth industries

The second most common category with 24 of the manufacturing industries have shown
employment strength despite lower than average industry growth recorded across wider
Metropolitan Melbourne.

Table 7.4. Strong Growth of Local Industry, 2006-2011
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A(;t(t:;lt:ggg%)-/;;i:)t NatlongfeR;glonal Industry Mix Effect Reglonaéf?:;petmve
Meat and Meat Product Manufacturing 60 22 -29 67
Seafood Processing 17 1 -2 17
Dairy Product Manufacturing 7 83 -11 5
Other Food Product Manufacturing 177 34 -59 202
Cigarette and Tobacco Product Manufacturing -1 1 -2 0
Textile Manufacturing -9 6 -21 6
Knitted Product Manufacturing -36 6 -46 4
Other Wood Product Manufacturing -12 20 -35 3
Pulp, Paper and Converted Paper Product Manufacturing, nfd -1 4 -7 2
Basic Chemical Manufacturing 8 28 -105 85
Pharmaceutical and Medicinal Product Manufacturing 569 112 -136 593
Other Basic Chemical Product Manufacturing 31 6 -5 31
Polymer Product Manufacturing -33 53 -179 93
Glass and Glass Product Manufacturing 141 7 -1 135
Ceramic Product Manufacturing 4 2 -10 12
Cement, Lime, Plaster and Concrete Product Manufacturing 62 45 -57 74
Other Non-Metallic Mineral Product Manufacturing 8 4 -3 7
Basic Ferrous Metal Manufacturing 14 28 -36 22
Basic Ferrous Metal Product Manufacturing 15 4 -4 15
Basic Non-Ferrous Metal Manufacturing 52 8 -6 50
Iron and Steel Forging 1 0 -0 1
Computer and Electronic Equipment Manufacturing -56 70 -178 51
Other Machinery and Equipment Manufacturing 16 31 -55 40
Other Manufacturing 38 39 -112 111

(Source: Australian Bureau of Statistics Journey to Work Data, 2006 and 2011)

As discussed above in Section 7.1, and as this section demonstrates, the JTW data has no
capacity to inform us about small manufacturing firms, or about the innovation practices and
capacities of firms. However, it does provide some interesting insights into the state of
manufacturing overall.

7.4 ABR DATA

As with the Census JTW data, the ABR in its current format does not provide access to firm size
or other characteristics of firms that might allow us to identify makers that are small,
innovative or both. However, the ABR data do provide some interesting lessons, particularly
with reference to the limitations of the dataset for our purposes.

Overall Trends

One thing that the ABR data allows us to do is form an image of the growth of different
sectors, as identified by ANZSIC codes. As with the JTW data, the ABR data uses ANZSIC codes.
Unlike the JTW data, however, the ABR data is reported at the firm level. This allows us to see
how many firms are active in a particular sector, rather than how many people are working in
a sector. This gives us access to understanding the net position for the total number of firms
within each ANZSIC, and conclusions can be drawn as to growing or declining industries within
the manufacturing sector. The ABR data also allows us to see firms that have been established
and dissolved, so we can get a sense of Figures 7.5 and 7.6 show those manufacturing sectors
that are growing and declining in the Melbourne Metropolitan area, by total firm size, for 2010
to 2014.

Table 7.5 Growing Manufacturing Firms — by Total Firms, 2010-2014
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Number Net Births

Industry ANZSIC (2014) Established Dissolved Deaths
No. of total firms No. of total firms
Bakery Product Manufacturing 117 4,061 1,898 665 1,233
Other Manufacturing 259 3,328 1,062 561 501
Meat and Meat Product Manufacturing 111 1,080 618 216 402
Structural Metal Product Manufacturing 222 2,699 761 412 349
Beverage Manufacturing 121 2,262 501 189 312
Cleaning Compound and Toiletry Preparation Manufac 185 942 489 185 304
Furniture Manufacturing 251 3,108 834 586 248
Printing and Printing Support Services 161 4,813 1,224 983 241
Other Wood Product Manufacturing 149 2,889 763 523 240
Other Food Product Manufacturing 119 1,236 382 165 217

(Source: ABR 2014)

Table 7.6 Declining Manufacturing Sectors — by Total Firms, 2010-2014

Number . . Net Births
Industry ANZSIC (2014) Established Dissolved Deaths
No. of total firms No. of total firms
Clothing and Footwear Manufacturing 135 5,916 1,337 1,791 -454
Glass and Glass Product Manufacturing 201 640 76 123 -47
Knitted Product Manufacturing 134 213 21 62 -41
Ceramic Product Manufacturing 202 583 80 115 -35
Computer and Electronic Equipment Manufacturing 242 1,340 191 221 -30
Log Sawmilling and Timber Dressing 141 556 86 111 -25
Seafood Processing 112 86 8 32 -24
Basic Non-Ferrous Metal Manufacturing 213 176 24 47 -23
Leather Tanning, Fur Dressing and Leather Product Me 132 530 68 86 -18
Basic Ferrous Metal Product Manufacturing 212 228 27 44 -17

(Source: ABR 2014)

Perhaps the most noteworthy take-away from these tables is what a sizeable proportion of the
firms are classified as “other” manufacturing. ‘Other Manufacturing” appears as one of the
most rapidly growing industries, with clothing the most declining industry, which appears
consistent with a transfer of low skilled clothing labour typically to Asian countries. We return
to this issue in the next section.

Unfortunately, current ABR data does not provide employment, turnover, or other relevant
indicators of economic output or productivity. An astute observer might query why we do not
somehow combine the JTW data and the ABR data to achieve both jobs and firm numbers.
Unfortunately, there is no way to do this, as one dataset is collected from firms and the other
from Census respondents. They are simply not compatible.

Firms by Land Use

Another area of interest for our study is in the distribution of firms by land-use classifications.
The ABR data, because much of the data (around 80 percent) is spatially geocoded, allows us
to match the data with land use zones to observe what kinds of activities are occurring on
which kinds of land. Figures 7.6 through 7.11 illustrate the number of firms with a
manufacturing ANZSIC code, located in each type of land use zone in the five IMAP councils.
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All of the figures are drawn with the same Y-axis scale so that the numbers can e compared
across graphs.

It is noteworthy how few firms, relatively, are actually located in industrial zones. There are
may more firms in the manufacturing codes located in mixed-use, business, and even

residential zones. Although this is an interesting conclusion, as above, it does not provide
much insight into our target small firms.
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Figure 7.6. Manufacturing Firms by IMAP Suburb, Industrial Zones
(Source: ABR 2014 and Land Use Zones)
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Figure 7.7. Manufacturing Firms by IMAP Suburb, Mixed-Use Zones
(Source: ABR 2014 and Land Use Zones)
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Figure 7.8. Manufacturing Firms by IMAP Suburb, Business Zones
(Source: ABR 2014 and Land Use Zones)
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Figure 7.9. Manufacturing Firms by IMAP Suburb, Capital City Zones
(Source: ABR 2014 and Land Use Zones)
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Figure 7.10. Manufacturing Firms by IMAP Suburb, Residential Zones
(Source: ABR 2014 and Land Use Zones)
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Figure 7.11. Manufacturing Firms by IMAP Suburb, Other Zones
(Source: ABR 2014 and Land Use Zones)

7.5 CLUE

Unlike the ABR and JTW datasets, it is possible with the CLUE data to isolate small and very
small firms. Figure 1 shows the distribution of the ten sectors with the largest representation
of small makers in the City of Melbourne by ANZSIC (3 digit) code. This figure underscores how
little we now about small makers, even when very fine-grained datasets like CLUE are
available. At the three-digit level, the vast majority of very small firms in the making
categories are classified simply as “Other.” This is clearly problematic in data analysis and
policy response, as it is difficult to target policies at sectors when those sectors are not known.
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Firms by firm size (2012)
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Figure 7.12. Firms by ANZSIC and Size, CLUE Data, 2012
Source: 2012 Census of Land Use and Employment (CLUE)

Table 7.7 presents the same data but compares each of the sectors to medium and large firms
incidences. The CLUE data suggests that there are far fewer medium and large firms in the
categories where small and very small firms are prevalent (City of Melbourne, 2012). This is
indicative of general firm distributions, where there tend to be many more small firms than
large ones. However, this could also suggest that the kinds of firms that tend toward small
sizes are fundamentally different than those that grow large. Further investigation below
addresses some of this ambiguity using sector-based employment rather than firm
distributions.
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Table 7.7. Number of Small and Very Small Firms in the City of Melbourne, by Sector, 2012
Number of Firms by Firm Size (2012)

Firms (no.) pPercentage of total firms

Industry A'\::ZOSLC:_ Svr:?III Small  Medium Large Total :rsgl Small
Other Manufacturing 259 144 10 1 0 155 93% 6%
Printing and Printing Support Services 161 54 27 2 4 87 62% 31%
Clothing and Footwear Manufacturing 135 43 14 0 0 57 75% 25%
Professional and Scientific Equipment Manufa 241 16 23 4 3 46 35% 50%
Bakery Product Manufacturing 117 16 15 1 1 33 48% 45%
Textile Product Manufacturing 133 12 1 1 0 14 86% 7%
Specialised Machinery and Equipment Manufa 246 6 5 0 1 12 50% 42%
Furniture Manufacturing 251 6 5 1 0 12 50% 42%
Polymer Product Manufacturing 191 7 0 0 0 7 100% 0%
Computer and Electronic Equipment Manufact 242 3 4 2 3 12 25% 33%

The CLUE data also allows us to identify sector size by number of employees. Table 7.8
presents the ten sectors identified in the previous figure and table according to the number of
total full-time equivalent (FTE) employees in the “small” and “very small” categories.  This
table indicates that that small and very small manufacturers are strongly over-represented in
some categories; notably, “other” manufacturing, clothing and footwear, baking, and
furniture. The table also indicates that small makers are under-represented in some ANZSIC
codes such as computers and electronics, and food production. The table further indicates that
distributions of small and very small, versus medium and large, makers are more balanced in
some industries such as professional and scientific equipment and printing and printing
support.

II!

Table 7.8. Employment in Small and Very Small Firms in the City of Melbourne, by Sector,
2012

FTE Employnment by Firm Size (2012)

FTE Employees (no.) Percentage of total employment

Industry ANCZOS:)CES_ Svr:::I Small Medium Large Total \;igssrr::llll
Printing and Printing Support Services 161 151 271 65 249 735 57%
Other Manufacturing 259 222 82 22 0 326 93%
Professional and Scientific Equipment Manufacturing 241 32 250 127 163 571 49%
Clothing and Footwear Manufacturing 135 79 135 0 0 213 100%
Bakery Product Manufacturing 117 53 134 22 43 251 74%
Specialised Machinery and Equipment Manufacturing 246 19 56 0 128 203 37%
Furniture Manufacturing 251 22 48 25 0 95 74%
Computer and Electronic Equipment Manufacturing 242 9 a4 62 3,034 3,149 2%
Other Food Product Manufacturing 119 7 a4 22 323 396 13%
Textile Product Manufacturing 133 35 8 40 0 83 52%
Total Employment (all Manufacturing) 737 1,443 845 11,782 14,807 15%

Source: CLUE 2012

Overall, this data suggests that there is significant inter-firm variation, even within sectors.
This supports our argument, given above, that it is too soon to narrow in on specific sectors,
since no sector has no representation of small firms.

The CLUE data are also instructive in what it cannot provide: it cannot provide indications of
whether smaller firms are more innovative or more dependent in central locations for
networking, shared suppliers, access to labour force, or other key economic contributions. The
CLUE data does not collect information on firm innovation, so the contributions of innovation
to firm productivity and the local, state, and national economies, is also not possible with the
CLUE.
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7.6 NEXT STEPS

Some new opportunities have arisen through this work to work with government agencies,
particularly the ABR, to generate an ABR dataset that can allow us to more data such as firm
size and turnover, that could be important to our project. The next section describes how a
new relationship with the Australian Business Register arose from the Inception Workshop.
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8. PHASE 1, FINDINGS FROM THE WORKSHOP

This section describes the format, processes, rationales, and findings from a half-day
workshop, held on Thursday, 28 May from 8:30am to noon at the Melbourne Town Hall.

In summary, the workshop confirmed that the proposed research path is considered by
government and makers to be viable and important. Additionally, it created new insights to
inform the study, and helped us to establish additional networks and partnerships to assemble
data for the project analysis.

8.1 WORKSHOP FORMAT

Attendees were seated at 10 round tables, with each table having at least one participants
from academic institutions and state or federal government, and at least two participants from
local government and the making community (including peak bodies). Interactions were
designed so that makers and policy makers could engage together in productive conversation,
with the dual objective of facilitating dialogue and creating networks.

The objectives of the workshop were twofold: first, we wished to communicate the objectives
and to-date findings of the study to the stakeholders, to encourage their participation in the
study, elicit their cooperation, and generate potential new partners. For makers, participation
would mean providing their data in the form of interviews and survey responses. For state and
federal government participants, our hope was that participation could mean providing data,
joining as a partner for future funding efforts for the project, or endorsing the project. As it
turns out, the workshop generated enthusiasm and promises of cooperation from state and
federal agencies, which we discuss below.

The second objective of the workshop was to seek the input of participants about our
approach: is the approach viable from their perspective? For government, is the approach
likely to yield results that are relevant and valuable to their policy-making needs? For makers,
does the study have the capacity to address some of their concerns as they interact with
government? If the scope and approach currently falls short of achieving these objective, what
additions can be made to make it a more viable process for all stakeholders?

We began and ended the workshop with two networking sessions, a breakfast starting at
8:30am and a morning tea to punctuate the workshop. In-between these two social and
networking events, we ran a 15-minute session to introduce the project and approaches, and
then ran three 20-minute modules to seek structured input. Each module consisted of 10
minutes of table discussion followed by each table providing brief feedback to the large group.
Note-takers captured the verbal notes, and participants were encouraged to write their
thoughts on large sheets of paper, all of which were collected and collated after the workshop.
The categorized findings below represent the lessons generated from the verbal discussions,
workshop notes, and participant notes.

The first module asked participants to comment on the importance of urban manufacturing
from their perspective. They were asked to provide feedback on two questions:

1. What are your top three benefits of a thriving urban manufacturing sector?
2. What are the key influences on urban manufacturing?
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The second module asked participants to comment on the study approach according to the
following specific queries:

1-3 positives of the approach

1-3 Improvements or challenges of the study design
Important questions that we have missed
Important places that we should include.

Ll N

The third module asked participants to describe how they and their organizations can
contribute to the study, and what would compel them to stay involved. Tables responded to
two queries:

1. Name 1-3 ways your organisation can contribute to the project
2. What would motivate you to stay involved?

8.2 ATTENDANCE

Attendance at the workshop was varied and well-rounded. Of the 68 people who RSVP’d, 61
attended on the day. Academic participants came from Melbourne University (4 participants),
the Australian Urban Research Infrastructure Network (AURIN; housed at Melbourne
University; 2 participants, including the director), the Academy of Design (1 participant), and
the University of Woolonggong (1 participant). One key federal government representative
attended: Sandee Harris from the Australian Business Register, whose contributions will be
discussed below. From state government, representatives were present from the Department
of Treasury and Finance (1 participant), the Department of Economic Development, Jobs,
Transport, and Resources (DEDJTR; 1 participant), the office of the Minister of Planning (1
participant), and the Metropolitan Planning Association (MPA; 1 participant). Local
government representatives (21 participants) included staff from all IMAP councils and the
City of Dandenong.

Makers attended whose businesses are located all IMAP councils, and also from the City of
Moreland. Overall, 23 makers attended from firms dealing in baking, IT, design and

construction, fashion and apparel, textiles, coffee roasting, digital textile printing, drafting,
framing, glass and woodworking, jewellery making, and film and television set production.

In addition to the members of the Steering Committee, and additional 20 people — mostly
makers, and also notably, a representative from ABR — stayed behind to participate in the
Steering Committee meeting that occurred immediately after the workshop. During the
Steering Committee meeting, these makers continued to participate enthusiastically in the
discussion during the Steering Group meeting.

8.3 ADDITIONAL FINDINGS FROM WORKSHOP-RELATED INFORMAL INTERVIEWS

Also, as a result of the recruiting for the workshop, Dr. Jennifer Day was contacted by a
number of makers who wished to contribute to the workshop and research but could not
attend for a number of reasons. These makers included a tofu maker in Richmond, a software
engineer in Moreland, and several others. The findings presented below also contain the
lessons learned from these makers.
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8.4 WORKSHOP FINDINGS

We present the workshop findings here thematically, around the major lessons and take-
aways, rather than organized by the questions that were asked. We do this for a number of
reasons. First, not all of the workshop findings are the result of the answers that attendees
gave to particular questions. Rather, some are observations on the general tone of the
morning and the enthusiasm and collaboration which the participants displayed in various
ways. Most importantly, the thematic presentation conveys the same findings as would a
more-linear reporting format, but in a less compelling, interesting way.

Makers endorse the work because it empowers them.

One clear message from the workshop is that our approach adds value for many stakeholders,
at least in part because it draws attention to the issues the face in interacting with their local
governments. Makers are —to varying degrees and sometimes acutely — aware of different
planning mechanisms and how they can affect their business, for example changes in zoning
and urban renewal plans. Despite this knowledge, makers have felt disempowered in dealing
with their local governments. Some reported distrust resulting from what they see as
pointless fees paid to local government business development groups. These fees are
mandatory, some makers reported, but they never see benefits such as marketing materials or
maps. Some people from councils conceded that these body corporates are outsourced and
ineffective.

Most makers had never had the opportunity to sit down with people in government and have
their concerns heard. They found the experience of round-table discussions with those
working on their behalf in the policy arena, both empowering and reassuring. Many makers
left the workshop with a positive feeling about future interactions with government. The
enthusiasm for the project was at least partly based on the idea that it is collaborative.
Makers felt they were heard. This is evidenced by the 20+ makers that stayed on for the
Steering Committee meeting.

Moreland City Council is a notable exception to this pattern of makers feeling isolated from
their local government counterparts. Makers from Moreland noted that people from their
local government know them by name and felt that their concerns were of central importance
to the local government.

Makers are enthusiastic about the project because our scope reflects their experience.

A number of makers commented that we have addressed a lot of relevant, pertinent issues for
them in the project scope. One repeated point of common concern was displacement due to
rezoning. Some makers are already leaving inner-urban areas because of pressures from
surrounding land uses (change in zoning), expensive utilities, and compromised access to their
facilities. For instance, our Richmond tofu maker noted that the blocks surrounding his have
been rezoned, and that rezoning has removed businesses that once complemented his.
Therefore, he is considering closing because there is not enough foot traffic to sustain his
business.

Other markers are choosing not to locate in central areas due to space and tenure security
concerns, despite that they list accessibility as a key issue in their work. One example of this is
Holger Deilenberg, a wood craftsman who recently founded Space Tank Studio in North
Coburg. He would have liked to locate Space Tank in Melbourne or an IMAP council, but was
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concerned about rezoning and the security of his tenure. Matt and llija Minic and Matt
Rowbottom, who together do a large part of the organizing of the Footscray Maker Lab
cooperative, note that they will very likely move outward out of Maribyrnong Coucil when
their eviction due to upzoning is carried out later this year.

Government partners are interested, in part because of the enthusiasm of makers.

The project team gained support from each local government in the IMAP area, across a
number of departments in including leadership. Representatives from other councils heard
about the workshop and wished to attend.

Makers from Moreland strongly recommended that we engage Moreland Council to join the
project. After consultation with the Steering Committee, contact was made with the head of
economic development in Moreland Council to secure both partnership and a $10,000 partner
contribution for Phase 2.

As a result of the State Governments attendance at the workshop, the Victorian Minister of
Planning’s office asked the Project Team to contribute in the Victorian government’s plans for
the Fisherman’s Bend area in the upcoming review of Plan Melbourne. . Similarly, a
representative from the MPA reported at a subsequent steering committee meeting feeling
inspired and having made commitments for continued partnership and future funding, and
also recommended that we become involved in the Plan Melbourne review.

A Federal government representative attended from the Australian Business Register and
reported having some scepticism inititially however was now convinced about the viability of
the project andoffering to facilitate making more ABR data available to the project through a
special arrangement Both representitives reported that their response was in part driven by
seeing how well makers responded to the project.

Makers want a technological symbol of their participation and our commitment.

One major lesson with which we left the workshop, is that the project team’s initial thinking
about data collection was in need of updating. Our plans initially included standard, clipboard-
based survey data collection methods. The makers responded strongly and negatively to this
approach on a number of levels.

First, they argued, they want a tangible symbol of their participation in the project. Some have
previously been involved in economic development and engagement schemes run by their
councils, and many reported that those plans lost momentum and eventually petered out.
Others were enthusiastic but somewhat apprehensive about what this project can do. They
had left previous experiences having given their time and resources in the form of responding
to surveys and participating in interviews, and had seen very little benefit from participating.
They argued strongly that we should provide them with some value-added as part of their
participation, in order to assuage their fears about the work resulting in no benefit to them.

Second, they noted that we might struggle to recruit makers with a clipboard army. Third,
they argued that they have neither the time nor the patience for a clipboard survey. With all
of the available technology, could we not arrange something online?

This input has resulted in exploration of a combined website that both creates a map and a
searchable profile of participating makers, and allows them to complete an extensive online
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survey. The Steering Committee, in subsequent meetings, has endorsed this idea. Harvest
Digital Planning, a local software start-up that has had successful client relationship with the
City of Melbourne and the City of Maribyrnong has been engaged to develop the online survey
platform after demonstrating similar product.

The Harvest Digital Planning platform would deliver both the visible, technological
representation that the makers asked for, and would also deliver the data we need to
complete the project. However, having a Harvest Digital Planning site built presented a
problem in the project timing: the survey was not scheduled to be rolled out until Phase 2.
However, the Steering Committee has since agreed to bring forward the survey timeline to be
part of Phase 1. This was seen as an efficiency for the project in that it responds to what the
makers have requested and advances the survey to an earlier stage.

Appendix A contains a concept note containing a working draft of the survey and an
explanation of some of the underlying logic.

For nearly everyone, how we define key terms is important.

One repeated issue that the workshop participants — both in government and among makers —
raised was the issue of definition. Many seemed to be concerned about the study scope and
that we did not yet have a working definition of what we mean by “small” makers, or “high
value” makers, and “highly innovative” makers, or “urban” makers, or a distinction between
making and manufacturing.

As a result of these discussions, we have placed a good deal of emphasis on researching
appropriate definitions. However, as we note in Section 4, we do not wish to create false
precision by settling on definitions too soon, before the qualitative work can inform these
terms in the particular Melbourne context. As a project team, we are still working to unpack
these key issues and will continue to refine them over the next two months.

There is indeed further scope that we could consider.

In addition to the insights about process and viability, as we report above, the makers also
raised some key additional content areas where we could consider exploring. These additional
considerations have subsequently informed all aspects of data collection for Phase 1, including
the target of query in the qualitative analyses and some of the survey questions. Some of
these ideas have been built into the project since the 28 May workshop.

Some additional areas we are considering are:

Non-Local Issues

- Intellectual property. The role of the Federal government in protecting intellectual
property and encouraging innovation

- Offshoring. How cooperating with offshore producers in China affects human capital
and production in Australia.

Builders and Landowners
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The role of builders, including how building practices can introduce Inappropriate
facilities in new buildings, was a big issue for our makers. e.g., lack of concrete floors
or no three-phase power

Landlords’ role and incentives to allow making. There is a particular interest in the role
of land owners, including how they contribute to and constrict making.

Innovation and Economic Development

Skills losses from the economy. Makers reported a lack of skilled makers and
technicians. For makers who design, they sometimes find it hard to find someone with
the skills to prototype or mass-produce product. Forinstance, one maker reported on
a friend, a high-end bathroom fixture designer, who could not find anyone with the
appropriate brass-working skills in Australia to prototype her designs and therefore
had to have it done in China.

Would-be makers. Most makers described how hard it is to make a small business
profitable, and described how they know many people who were discouraged from
entering the making fields because of land restrictions, rents, incomes, and lack of
capacity. A representative from ABR also noted that the ABR has recently purged 2
million “hobbyists” from their rolls, and rescinded their Australian Business Numbers
(ABNs). These hobbyists could represent makers that never actualize as businesses,
therefore never contributing their training, innovation, and economic productivity to
the making economy.

8.5 STRATEGIC DECISIONS AND ACTION ITEMS

This section summarizes the key action items and decisions that arose from the workshop.
The Steering Committee and the IMAP Implementation Committee has also agreed to these
changes, and they have been actioned:
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Inclusion of Moreland council

Survey moved up to Phase 1 and moved to a platform that combines a tangible,
technological presence for participating makers with our data collection needs.
Engagement of Harvest Digital Planning to develop the maker map and survey site.



9. PHASE 1 FINDINGS, QUALITATIVE STUDIES

This section presents a synthesis of the findings from the two qualitative studies. We take this
approach, rather than simply reporting the findings of two projects, for the purposes of
presenting an integrated discussion about urban manufacturing and making. These sections
describe the composition and constitution of the small making sector, summarising the
insights the studies raise about how small makers perceive themselves, describe their
activities, and conduct business. They also describe the locational aspects that makers
consider to be relevant to their business. We conclude with a discussion of the insights from
the qualitative studies. To summarise from Section 6, the research questions we address here
are:

1. What does it mean to be a small urban manufacturer is Melbourne?

What is the level of servicisation among urban manufacturers in Melbourne?

3. What challenges do service-oriented urban manufacturers face in their current
locations?

4. How important is an Inner City location for urban manufacturers?

5. Does being servicized create different ways of operation, different needs and different
constraints for inner city presence of small manufacturers in Melbourne?

6. What are the primary motivations behind creative firms choosing to locate in either
the Gipps Street or Cremorne precincts?

7. Do the subject sites exhibit the types of interaction generally associated with an
industrial cluster?

N

9.1 MAKERS’ IDENTITY

The manufacturers we interviewed were varied from the type of product that they have
manufactured and the duration of time that they have been a manufacturer, some of them
have recently started their work as a manufacturer, some of them still had a part time job to
pay for their manufacturing business, some had been a manufacturer in the past and stopped
for a few years and have recently started again and some have inherited the work from their
parents.

The manufacturers found it difficult to describe what they do.” We find it difficult to describe
what we do because it covers so many different areas and practices from graphic design to
engineering and sculpture” (BF, personal communication, June 14, 2015). Most of the
Interviewees mentioned that they have to do everything themselves which means they try to
be an accountant, maker, designer and manufacturer at the same time.

9.2 WHAT MAKES A MAKER? MAKING VERSUS MANUFACTURING

This section continues the discussion we start in Chapter 4, about whether it is important to
distinguish making from manufacturing. Here, we discuss the perspective of Melbourne’s
makers, rather than that provided by the literature.

Both terms, making and manufacturing, were used by the interviewees, and they didn't seem
to see a great difference between the two terms and used both equally. What they agreed
about was that no matter if they are recognised as a maker or a manufacturer, the nature of
their business has changed, and they are no longer selling material, but they are selling their
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knowledge. “It is not the value of the stone or the material that | use for making jewellery that
is important for my customers, they are paying for the innovative idea behind making that
piece of jewellery and that is how this business has changes compared to traditional jewellery
making” (Ml, personal communication, September 3, 2015).

The knowledge of manufacturers would come either from having years of experiment in the
field or from having an academic degree in a related field, and they found this knowledge
component very important in the way they deal with challenges and the attention they pay to
detail.” Our clients know we are going to give them service that they are not able to get
anywhere else, which | think it is partially related to the story that we have as a background. |
am an architect, | studied architecture and practiced for seven years, so it’s not like we don't
understand design. People know that we can read floor plans and model things in AutoCAD and
show them before we actually make it” (SB, personal communication, June 27, 2015).

9.3 ECONOMIES OF SCALE: WILLING TO STAY SMALL AND NOT MASS PRODUCE

Urban manufacturers are not interested in mass production. They like to mix function and art
together and create something unique. “I like to get a little bigger, but | don't want to turn into
a factory. | still see a value in making less of things and clients see a value in having 1 of 20./
don't like to turn into a point that we are outsourcing our work and turning to a factory. It adds
a lot to clients’ perspective." (SB, personal communication, June 27, 2015).

Most of the manufacturers talked about the changing trend in what customers value; they
believed that people value things that are special and unique .Regarding the scale, The
interviewers believed that customers see value in everything that is made individually rather
than mass production and most of them wanted to stay in a small-scale and didn’t have the
intention to grow massively. “I prefer to spend my time to make my work high quality rather
than making it bigger and mass produce. | prefer to make my work more unique and more
specific. I like to work more with interior designers in future. | also like to make a big sculpture
for urban space. But | don't want to grow the scale of my work." (EC, personal communication,
July 27, 2015).

9.4 SERVICISATION

One of the most common themes that manufacturers mentioned during the interviews

was servicisation. They may not have directly mentioned the term, but manufacturing for them
was more than simply making things, it was also linked to their creativity, their relationship
with their customer, thinking about solution, design, delivery and sometimes installation and
all the extra things that they have added to their product during time to responded to
customer’s needs.

The level and nature of servicisation varied among manufacturers, some of the manufacturers
found being servicized linked to the nature of their business as a small manufacturer: “I think
that is when you start to add value to your business, you are meeting with people who have
made it, sourced the material, designed it, delivered it, installed it .usually clients like to show
us around and get our feedback on the other things that they are doing.” (SB, personal
communication, June 27, 2015).
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All of the manufacturers had an added service to their product, it was different case by case
and based on the nature of their business. For a furniture maker, the added service was
spending time with the customer and help them with design solutions for the idea that they
have in mind, similar situation for the jewellery makers who were more than just a maker.

Some of the services added before manufacturing were included but not limited to:

o Consulting with customer

o Sourcing specific material

o Design solutions

o Engineering solutions

o Making prototypes

. Making computer 3dimentionmodels or models with cheaper material

Some of the services provided after manufacturing were included but not limited to:

o Delivery

o Installation

o Providing special custom made box for objects
. Repair

o consultation

9.5 EDUCATION AND MENTORING SERVICES

In addition to the above-mentioned services, another common theme among manufacturers,
especially the ones who have been in the business for a longer period of time was that they
had a mentoring and educating programme. The scale of this program varied among
manufacturers, for some it was a big part of their business and what made their business vital,
for others, it was more related to the role they played in the community as someone who has
been in this business for a long time. ” We have knowledge about material especially in public
space and Council approaches us to get advice.” (BF, personal communication, June 14, 2015)

” | started in my home, and | started teaching, and the classes started to grow and people
wanted to learn my skill. When my private classes had something to give | ended up resigning
from school, and | found this studio and by that stage | had 250 people on my waiting list
wanting to learn from me but | couldn't offer them any place because my studio was too small,
so | decided to move to a bigger space and employed other people who teach their own classes
here as well.” (SC, personal communication, August 5, 2015)

“Iam a maker, and | have a studio alongside the river. | make sculptures, and | teach people
how to make a sculpture out of metal. A lot of people who work in the city and are sitting
behind the desk are coming to our classes”. (WA, personal communication, June 14, 2015)

9.6 URBANISATION ECONOMIES AND URBAN LOCATION

Manufacturers were asked to comment about the importance of inner-city location to their
business. In general, they all see a great value in having an inner city presence and being part
of a big cluster of makers and innovative people as well as being close to the city amenities like
cafes and restaurants and easy access to public transport. "For us location is key. We are not
making a lot of money out of this, and I still work as a graphic designer, but in summer we have
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about 40 people coming each day that is good. People come here a lot because of the dog park
that is here and the restaurants and cafes. “(PL, personal communication, August 8, 2015).

For those who have started their business as a manufacturer recently, there seems to be a
strong link between having an inner city location and being eligible for some grants. These
grants are vital for them to start their business as a small manufacturer. ” We get a grant from
the city of Melbourne which was huge for our business. You have to be in city boundary to
apply for that building, and if this building weren't here, we wouldn't have been able to apply
for this. ” (SB, personal communication, June 27, 2015)

Public Transport

In most cases when talking about location, the manufacturers mentioned the importance of
being close to public transport. “Inner city means easy access, either by public transport or bike
or even walking. “ (SM, personal communication, July 31, 2015)

Having easy access to public transport for small manufacturer’s means that they can be easily
connected to their network of supplier sand customers. Moreover it was important for them
to have easy access to other place that produce knowledge and can inspire them. “/ like
the ability to jump in a tram and go and see an exhibition; | like inner city and all the things that
it has to offer.” (SC, personal communication, August 5, 2015)

“I like to set a day, to go and see some galleries when they have new exhibitions; | get inspired
more and get new ideas.” (EC, personal communication, July 27, 2015)

Easy access to public transport was even more important for those who provided

educational services and had regular classed on their workshop. “We teach to children here, it
is great that we have a tram stop at our doorstep” (SC, personal communication, August 5,
2015)

Neighbourhood Reputation

The link between neighbourhood reputation and getting customers was a

frequently occurring topic among manufacturers. For those e who had high-end products,
having a proper inner city presence was vital. “being close to the client is very important for us.
If we were in Altona trying to get high-end residential, they wouldn't come to us. We are trying
to associate with inner city clients so being close to the city is very important." (SB, personal
communication, June 27, 2015)

"to invite people to a workshop here is Brunswick has a lot more pool than to invite someone to
"Thomas Town", and also for the people who are here it makes it more accessible, if it was on
fringes, | wouldn't be able to ride my bike here, and | would be keen to get involved.” (BW,
personal communication, August 22, 2015)

"Moving to outer suburbs would impact pretty negatively on our client. If you have a high-end,

residential client who lives in Toorak or South Yarra, they don't want to go to Altona.” (SB,
personal communication, June 27, 2015)
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“For artists it is a well-known neighbourhood so they see value in saying that we have an
exhibition in St. Kilda, everybody knows where st Kilda is. “(PL, personal communication,
August 8, 2015)

One of the ceramic makers had an interesting point in terms of location; she mentioned that as
a maker where you make is not important if you don't want to sell your product from the same
location. According to her, you can make anywhere, but when it comes to the relationship with
the customer, and added services, then it is important to have that inner city, easily accessible
location.

"As a maker it doesn't matter, if you don't have an outlet, and you are not selling directly to
people, as soon as you start selling directly it becomes important. But as a maker you can make
in the countryside as long as you don't want to retail from it." (SC, personal communication,
August 5, 2015)

|9.7 LOCATION-SPECIFIC VERTICAL NETWORS: KNOWLEDGE SHARING AND
|COLLABORATION

Interaction with Customers

Interestingly, the two qualitative studies yielded different results on the importance of location
in customer interaction. Inthe Cremorne and Gipps study, for businesses that produce a
product, the importance of being close to customers depended on the way the business ran
and how people found out about the product. The rope artist found most work through word
of mouth or people visiting her website. Her location in Collingwood helped when people
wanted to visit the workshop but overall her customers came from all over Melbourne. She
stated “l wouldn’t think that my reputation is impacted by my location, but it makes it easy for
client visits (Maker 1, personal communication, 3 August, 2015)”. The apparel developer and
textile printers were in a similar position where being central wasn’t key to gaining customers
but helped, particularly as most customers were relatively local, north of the CBD. The
furniture maker however stated that he didn’t get a lot of traction on the company website so
gaining customers relied more on people walking by and from referrals. He believed if he
moved further out where there was no foot traffic his business would suffer (Maker 2,
personal communication, 18 August, 2015). Makers who gained a lot of work from referrals or
online seemed less concerned with being in a visible location. Similarly firms that had been in
business for many years, the bookbinders and offset printers, had a reputation that was strong
enough that being away from heavily pedestrianised areas wasn’t an issue.

In contrast, in the IMAP-wide storytelling study, all of the manufacturers

commented positively on the importance of their face-to-face interaction with customers. This
is all the more significant because we asked no specific questions in the storytelling study
about any particular aspect of business, but this issue was unanimous among makers for its
importance: “Itis hard to describe what we do so it is only when the customers come to the
workshop that they get a sense of space. It is important to get our customer to our workshop
we find it the turning point. When they come to the workshop, they say now we get it. We have
trouble describing what we do, yes we design and make stuff, but it is everything and anything.
The space says what we do; it is really important to have that face to face connection. (BF,
personal communication, June 14, 2015). One of the furniture makers interviewed mentioned
that this face to face connection and the ability for the customer to come and see the makers
in their workshop is part of the story that makes them who they are.
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In most cases, manufacturers used their workshop as their showroom and shop. The fact that
their workshop and the selling point was at the same space gave them the flexibility to manage
their time easier and also enabled them to do repairs as part of their service in a short time.
Moreover, they found it quite interesting for their customers to be able to come in and see
them and the work in progress in the Workshop. “Customers come in, they can see the work in
progress, they can touch the objects and this face to face interaction is a different experiment”
(SM, personal communication, July 31, 2015)

It was observed that urban manufacturers enjoy the process and the path they take with the
customer to turn and idea to an object. ” People come in, we sit through. They might not know
what they want, we break it through step by step, talk about the diamond, talk about design.
Show them like a mock-up model in silver and from there if they are happy we move to next
step.” (WJ, personal communication, July 14, 2015).

Proximity to Suppliers

The importance of location in terms of being close to suppliers was mentioned several times
during the interviews. Considering that in most cases, there are only a few number of staff
involved in running a small manufacturing firm, being close to supplier would save a lot time
for the manufacturers in terms of making, repair and delivery. “I think it would be much harder
if we were in the country. Our location is perfect; we can easily go to supplier.” (W), personal
communication, July 14, 2015)

"Here is perfect in inner north and west we are very close to our suppliers, every single supplier
is in 15 min drive, but if we had to go to Altona sort of direction, | guess we would spend
about extra 2-3 hours just to visit our suppliers....” (SB, personal communication, June 27,
2015).

All of the Cremorne and Gipps makers interviewed attempted to source the majority of their
materials from in and around Melbourne. The textile printers and apparel developer were the
only two that had suppliers in the City of Yarra itself or within the subject sites. Most makers
sourced their materials generally from Melbourne’s outer suburbs. Most makers also
purchased some elements, such as paper, leather and fittings from overseas. Overall being
close to suppliers was not a great priority for the makers spoken to.

|9.8 LOCATION-SPECIFIC HORIZONTAL NETWORS: KNOWLEDGE SHARING AND
|COLLABORATION

One aim of the face to face interviews was also to gather information regarding the level of
collaboration and knowledge sharing between firms in the subject sites. Ascertaining exactly
how much knowledge sharing and interaction occurred in the subject sites was difficult, as
much interaction appeared to be quite informal. Overall there didn’t appear to be a lot of
knowledge sharing, particularly between people in competing firms. However as mentioned
earlier there was some evidence of collaboration between firms that are in the same sector
but not providing the exact same service, for example photographic studios and video studios.
Other examples include the furniture maker approaching an industrial designer working in the
same building seeking advice on a certain material.

As with customer linkages, the two studies produced mixed results. For the Cremorne and
Gipps firms, this type of knowledge sharing does seem to exist but not on a level that one
could classify as significant. Makers who create something quite unique, for example the rope
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artist, really didn’t interact with anybody and relied on her own creativity for inspiration. In
contrast, makers in the storytelling study Manufacturers frequently raised the importance of
their location and the network that they have made and their connection to their community.

The majority of makers in Gipps and Cremorne interviewed were quite insular. While some
businesses, the textile printers, apparel developers and offset printers had interaction with
educational institutions they didn’t appear to have much involvement with other creatives.
Similarly the rope artist, book binders and furniture maker didn’t show evidence of interacting
with the other creative businesses around them. This wasn’t out of a lack of interest or
neighbourliness but mainly because they didn’t have any spare time. In fact a lack of time was
a constraint that came up in all interviews and due to this socializing was not a priority. When
it came to learning or increasing their knowledge regarding new materials and techniques
most makers admitted they tended to teach themselves through trial and error and
experimentation. While there was little evidence of interaction the majority of makers did feel
they were part of a creative community and admitted there were opportunities for networking
but they chose not to get involved.

Manufacturers participating in the storytelling study, in contrast, frequently raised the
importance of their location and the network that they have made and their connection to
their community. ” It is about village atmosphere; this is our village this is our

community.” (SM, personal communication, July 31, 2015). For these small manufacturers, it is
important to be close to the network that they have made through years. This could be a
network of suppliers or customers or the community. It was observed that small
manufacturers in proximity work well together, help each other in achieving creative ideas and
refer work to each other. Manufacturers in proximity usually have regular meetings in which
they organise events and plan for their business together.

Figure 9.1 and 9.2 below are examples of how small manufacturers have built their network
and became part of the character of the neighbourhood. Figure 9.1 shows the black smiths
manufacture’s involvement in a festival in Footscray, and Figure 9.2 shows how “Big fish”,
another manufacturing and design company, was involved in manufacturing a neighbourhood
icon, loved by residents.

WATEASEE &
LAk
FESTIY

Figure 9.1. Metal Art Festival at Footscray, Organised with Support of Waterside Blacksmith
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Figure 9.2. Created by Big Fish as Part of the Dole Artists’ Program, Located on the
Roundabout at Moreland and Wingfield Streets, Footscray (source:
www.maribyrnong.vic.gov.au)

9.8 USE OF SPACE

Sharing spaces was very common among small manufacturers; they share space in different
ways as explained below.

Fee-Based Models

One common way of sharing space among manufacturers was that one person, who was
usually a manufacturer himself owned a space and had all the facilities and in return for an
annual fee other makers were allowed to come and use the space and the facility. In this case,
people didn't necessarily had their separate studio.

"The way we run the space is that we teach them and then if they enjoy it they can pay an
annual fee and then they can come and use the facility on a day base rates which is 20 S per
day, and you can use everything." (WA, personal communication, June 14, 2015).

: 4 ) ‘.7 ‘
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Figure 9.3. Shared Spaces used for Educational Purposes (photos: Targol Khorram)

Separate Studios

Some manufacturers rent a big warehouse and turn it to small studios with common spaces
like an office to meet with clients or a shared service room that they can all use. For instance,
one of the furniture makers who participated in the interviews was sharing a big warehouse
with 30 other makers, and they had turned one of the studios to a room to take professional
pictures of their work. Manufacturers who have separate studios in a big space, see a great
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value in being able to share the costs. Moreover, they benefit from the creative cluster that
they have created by helping each other and referring works to each other; they usually have
regular meetings for running the space better.

“In this building are about 30 studios and we are in direct contact with almost half of them on a
daily basis It is good to be in this space and share, because we are a small company and
sometimes if we need a hand, they come and help us, and sometimes we help them, it works
well. It is a very healthy environment; we would prefer to be in a building like this than in a
warehouse by ourselves in the middle of nowhere.” (SB, personal communication, June 27,
2015)

“There are about 11 studios in this space; the space is about 1000 Sqm. Most people have an
industrial design background, and it is more working on their individual studio rather than Co-
working. We got furniture, ceramic, textile, more like product design, web design graphic
design. There is a guy who does a research project on 3d printing.” (BW, personal
communication, August 22, 2015)

It was observed that firms who shares a space did not necessarily had the same nature, but the
creative cluster of a group of creative and innovative makers worked very well together.

“There are a barber and a jewellery maker in this place and café, and we have a lot of tours
coming here, and it has turned into a big tourist attraction in the city. It is a funny environment
people walk around and take a lot of photos.” (RH, personal communication, August 24,

2015)

Figure 9.4. Space Shared between a Café, Leather Shoemaker, a Barber, and a Jewelery
Maker, Captains of Industry (source: smh.com.au)

Figure 9.5. Shared Photoshoot Gallery, Sawdust Bureau (photo: Targol Khorram)
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Sharing Space

Another way of sharing space was observed, and it was most common among artists. One
artist who had his gallery and workshop at the same place would allow other artists to use the
gallery space to showcase their work or held events for people to come and see a maker while
working. They would see a great benefit in having an active space and encouraging other
makers to come in and showcase their work.

"We collaborate a lot with other artists so each weekend we have artists coming to discuss the
future exhibition. We charge almost nothing for the artist to showcase their work here and at
the same time my husband paints and sells his work here, there is a ceramist who comes here
and we run events in collaboration where she comes here and make ceramic in premises."” (PL,
personal communication, AUG 8, 2015)

Figure 9.6. Mixed Use Zoning and Artists’ Shared Spaces, Pumpkin Lane Gallery (photos:
Targol Khorram)

9.10 INNOVATION

The small manufacturers seemed to be more incrementally innovative, and in most cases, they
wouldn’t consider themselves as being innovative, it was only during and after the interview
that it become clear to us that they are innovative in terms of finding solutions to address
customers’ needs. Most innovation was observed in the category of Management and
Marketing. Figure 9.7 below shows one example of innovation for a Jewellery maker who had
the business for more than 30 years and trying to keep up to date by using AutoCAD software
for design and also having an on line presence for marketing.
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Figure 9.7. Wayne Lynch Jewellers’ Online platform

Manufacturers are innovative in terms of understanding the gap that exists for people who
want to learn how to make things, so they share their knowledge and try to keep their
educational programs up to date.

” Making things on a full-time basis would be lovely, but I also enjoy teaching. My weekly
meetings are about looking at the curriculum of course and changing it and updating it and
how to inspire people to be creative. We constantly try to improve the course for our students
to be more creative. Sometimes they come in just to make a knife but after they finish the
course they realize that there is so much more that can be made of steel.” (WA, personal
communication, June 14, 2015)

Manufacturers believe that by sharing their knowledge, they have a share in inspiring people
to be more creative. “You teach people different skills and that is increasing the scope as soon
as you increase the people's ability in terms of the techniques that they can use they blossom."
(WA, personal communication, June 14, 2015)

Innovation is not limited to services that manufacturers provide. In some cases such as Water
Side Metal Art, the black smiths manufacturer in Footscray, even the space they have created
as their workshop is innovative and filled with equipment that are custom made for their
business.

“The Forge in itself is innovative it is an artistic blacksmithing studio, there is nothing similar in
Melbourne, that is innovation in itself. Everything that we have developed in the forge is
innovative right through from the forge size through to the adjustable amble stand that we
made with the help of our next door manufacturer, Big Fish. There is a lot of innovation going
in developing the facility. “(WA, personal communication, June 14, 2015)




Figure 9.8. Innovative Equipment at the Workshop, Waterside Metal Art (photos: Targol
Khorram)

Urban manufacturers look at objects beyond functionality, they mix Art and engineering to
create something that is unique and innovative (see Figure 9.9, below). “My work is different
because my work is not just functional but it is artistic. | play with colour, | try to mix art with
functional pieces to make it different.” (EC, personal communication, July 22, 2015)

Figure 9.9. Mixing Art and Manufacturing Techniques, Eli Ceramics (source: manufacturer’s
website)

9.11 CHALLENGES

We asked the makers to reflect on the challenges that they were dealing with. The section
below provides a summary of these challenges.

Rent

The most commonly raised challenge was around rent. Most of the manufacturers were
renting space either on their own or as part of a bigger shared space. Their biggest concern
was that the rent are getting higher, and if they are kicked off their existing space, it would be
very difficult if not impossible to find a similar space in the similar location. The challenge is
that they can't plan for future because they didn’t know how long they can stay in their
current location. “It was an experiment, we started renting this place, and it is working well,
but we don't know what the future is. “ (BW, personal communication, August 22, 2015)

Relocating

The furniture maker from Brunswick and the blacksmith artist from Footscray who participated
in the interview were quite happy with their location because it had a good foot traffic and at
the same time it was far enough from the residential area to enable them to manufacture
things. With the growing trend of development, they found it very challenging to find a similar
location in inner suburbs in future.
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"The major problem for me is that it is a unique location, it is separated from residential
dwelling by a buffer zone that gives us the ability to work with our noisy equipment. We need
the looseness to work well. The great threat is that there is a big risk that this will go, the big
fish will go and it all turns to development. “(SB, personal communication, June 27, 2015)

“We are bordering the residential area, but we have a lot of building between us and the
residential area. So we can work all day all night all weekend, and it doesn't affect anyone.
“(BW, personal communication, August 27, 2015)

For most of the manufacturers relocation to outer suburbs was not an option and they
couldn’t see any future for their business if they are not in the inner city. The older
manufacturers had a well-stablished network and didn’t want to lose it.

“We hate to go from here; it is a good location, and we lose our network and community if we
leave.” (BF, personal communication, June 14, 2015)

Value

Another issue raised was about educating public about the value that maker and people who
are involved in manufacturing process bring to the society and how it is different from mass
production.

"People don't understand how long it takes to make one thing; they don't understand the
process."” (BW, personal communication, August 22, 2015)

“"We don't have the history of craft and activity, our traditions are borrowed, and they are not
necessarily understood by average people. We are very subject to fashions, and we don't have
a core history of craft because we are so young and disconnected to the history, and we don't
have one history. Fashion change, what is in one month may not be in next month, the question
is how you maintain because you never stop when you are a maker." (SC, personal
communication, August 5, 2015)

9.12 DISCUSSION

The qualitative studies summarised above were intended to study the characteristics of urban
manufacturers in the inner city Melbourne, the service component of the firms and the impact
of having an inner city location to the ability of firm to prosper, the importance of clustering to
firms, and the reasons why creative firms choose to locate in specialized urban precincts. This
discussion focuses on the significance of the above-reported findings in understanding the
value that urban manufacturers bring to the city and the potential cost of losing innovative and
experienced makers in the economy.

A “New” Urban Manufacturing Sector Exists in Melbourne

Our research strongly suggests that a “new,” servicized, high value-added, knowledge-
intensive production sector is emerging in Melbourne that inverts the historic relation
between manufacturing and services. This structural change in manufacturing is not well
understood by Policy makers in Melbourne. Interviews with selected firms confirmed Sassan's
theory of existence on "urban manufacturing". Confirming the findings of Sassen, it was
observed that the connection of advanced knowledge sector and manufacturing is
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misunderstood by planners and policy makers in Melbourne. Urban manufacturing as defined
by Saskia Sassen in Cities Today (2009) needs an urban location and the proximity to
customers in order to prosper, this thesis observed the characteristics mentioned by Sassen in
small manufacturers in Melbourne. For some manufacturers having access to public transport
was very important and vital to their business, for others being close to cafes and restaurants
and where people gather was important. Some manufacturers talked about the effect of
neighbourhood reputation to their business, for others it was important to have access to the
innovative pool of other makers.

This study has revealed that small manufacturers in Melbourne show common behaviours and
share the same characteristics that need to be acknowledged by policy makers. The new type
of Manufacturing that is emerging into the inner city Melbourne has different characteristics
from traditional manufacturing; the most significant difference is that it no longer require large
workshops for a single firm. Small manufacturers in Melbourne are highly innovative and
service oriented, and they don't compete with large factories who mass produce, but they
compete with other small businesses in commercial and mixed use zoned land.

Makers’ aspirations are non-traditional

There was general agreement among small manufacturers that there is value in the fact that
what they are making is unique, and they didn’t have the intention to grow their business
radically. This observation proves how the nature of urban manufacturing is different from
traditional manufacturing. While traditional manufacturing was more focused on mass
production and selling material, urban manufacturers seem to be more focused on selling their
creativity and the innovative idea behind the material. In other words, urban manufacturers
are part of the knowledge economy.

Makers also desire to disassociate from the mainstream. There was general belief among
those interviewed that situating in either Cremorne or Collingwood and away from
mainstream areas such as the CBD, Saint Kilda Road (a commercial boulevard south of the
CBD) or industrial parks was an advantage. The perceived benefits included being able to:
market themselves as superior to those in conventional areas, disassociate from the
established ways of working (for example nine to five hours) and use the existing identities of
the areas to build their own brand. Firms in the advertising sector particularly felt that being in
a more unconventional area was a positive for when clients came to visit, especially if they
were used to a corporate environment. As the founder of a creative agency said: “corporate
clients like a creative space because its just different from what they’re doing nine to five
(Creative agent 2, personal communication, 2 September, 2015)”. For makers there was a
desire to not have to locate in outer suburbs or industrial parks that were seen as boring and
associated with mass production. As a furniture maker said: “l didn’t want to go and set up in
Thomas town or Bayswater or any of those places, just because they’re kind of just dead
zones” (Maker 2, personal communication, 18 August, 2015).

The majority of the firms interviewed seemed to associate locating in the subject sites with
offering a more boutique and customer focused service compared to those located in other
areas. Makers in particular spoke of how they concentrated on producing smaller and more
bespoke outputs, working quite closely with customers, compared to businesses located in the
outer suburbs. As a textile designer and printer said: “we’re offering something that’s a bit
more unique and working with clients who don’t just want a per metre thing... offering
something that’s a bit different (Maker 4, personal communication, 11 September 2015)".
There’s no evidence to suggest this is a reality but nevertheless what is perceived. This wasn’t
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just applicable to makers but also those in design agencies who felt being in these alternative
production areas provided them with a certain level of authenticity and trustworthiness. As
one production house owner said: “we didn’t want to be on bullshit boulevard (Creative agent
3, personal communication, 11 August, 2015)”, otherwise known as Saint Kilda Road. Alluding
to a belief that their location makes their business more genuine.

This anti mainstream stance has been observed by other researchers such as Smit (2011) who
found that creatives want to set up in places that are distinguishable from the mainstream and
have a distinct visual quality. Smit’s (2011, pg.176) interviews also revealed that often creative
business feel that corporate or suburban areas are “somewhat below the bar as a place to
work” and not reflective of the personal and specialised services they provide. Evans (2009)
argues that creative agglomerations are often born out of “reactive anti establishment action”
with creative entrepreneurs being unwilling or unable to pay the kinds rents or use the types
of spaces associated with more conventional areas.

When asked what had attracted them to the building respondents stated that the ability to
transform it into a space that represented their businesses and their needs was key. The
findings from these interviews support the work of Hutton (2006) and Smit (2011) who both
found in their respective research that the features associated with older industrial buildings:
size, visual features and adaptability, are prioritised over proximity to clients or other creative
firms. Other than affordability, which unsurprisingly is a major consideration, features that
were referred to continuously over the interviews included: flexibility, rawness and an
aesthetic that is contrasting to the CBD environment. Rantisi and Leslie (2010) found in their
study of Mile End in Montreal that designers when explaining why they were attracted to a
building often mentioned the adaptability of the space. They argue that these types of spaces
are key in fostering the creative process, whether it’s the ability to create a space that’s
inspiring or simply productive and functional. The majority of interviewed makers looked for a
large space over anything else, as fitting in machinery and work spaces is the top priority.
Those working in architecture and design were more concerned with being able to create an
individual and unique space, as one partner of a creative agency stated “I think the thing that
drew us to (the building) the most was it was a blank canvas that we could make our own,
whereas a lot of office buildings and studios are renovated, you know, developed (Creative
agent 1, personal communication, 7 August, 2015).” Nearly every business founder who was
interviewed relayed how they had transformed the space and made it unique. This came
across as somewhat of a retaliation to the predetermined spaces of more corporate buildings.
As one architect stated “we were interested in creating a space and work environment that
was a little bit different from the corporate world (Architect 2, personal communication, 11
August, 2015)”. Overall the buildings found in the subject sites offer a sense of freedom and
adaptability while other commercial buildings are seen as restrictive.

ANZSIC codes do not reflect these firms’ activities

As described above in Section 7, ANZSIC codes and CLUE revealed that very small and small
firms with 20 or fewer employees simply fall under the category of "other Manufacturers”
under ANZSIC codes. The findings from interviews with these manufacturers revealed how
little we know about who they are and how they run their business. This thesis suggests that
there are significant gaps in our understanding of what it means to be a small manufacturer
and how small manufacturing functions integrate with service .The literature review and
interviews that conducted as part of this thesis reveals the presence of a new type of
manufacturing that does not align with traditional manufacturing definitions as defined in the
ANZSIC codes. These manufacturers find it hard to describe what they do because unlike
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traditional manufacturing while their space requirements have decreased, the scope of their
work and the service component of it has increased dramatically. I find it hard to describe
what | do in one sentence, it is not as simple as just making a sign, we have thought about
where to source our material, we need to sit and talk with our clients and modify the design
based on their requirement, we have to think about the engineering side of it as well and come
up with solutions, then we have to make sure we have the capacity to deliver and install it for
them in site. It is more complicated that what it used to be yet because we have access to
modern technology we don't need a big workshop." (SM, personal conversation, July 31, 2015)

Based on the findings from this thesis we can characterise urban manufacturers as firms that
are small or very small, they become highly servicized, meaning that their business is more
than simply manufacturing things and covers other areas that were not the necessary
components of the traditional manufacturing business in the past. They are networked and
benefit from their urban location. The existence of other small manufacturers and places that
create knowledge and cafes and restaurants and all the elements of an inner city location is an
important factor for the livelihood of small manufacturers. With the recent improvements in
technology, they don't need a big warehouse to run their business but they benefit from being
close to other makes and collaborate with them and share knowledge and information. Our
findings show a strong relationship between people who shared space in terms of
brainstorming on how to improve their business and also referring work to each other and
using share amenities that were not affordable to them if they were not sharing the space.

Makers seek to work in a stimulating and supportive place

While no one interviewed said their immediate environment inspired their work directly there
was an overall desire to be located in an area that was stimulating and enjoyable. As an
architect in Cremorne said: “there’s lots to explore, and | think that’s important, it’s not just
about going to work, working and then leaving (Architect 2, personal communication, 11
August, 2015)”. Being near trendy cafes and pubs was important particularly for those that had
clients come to their office regularly, mainly creative and advertising agencies. Florida (2005)
and Wenting et al’s (2010) findings on how personal not only business motives affect
locational choice were quite relevant, with nearly all interviewees mentioning that they
themselves want to work in areas that are adjacent to vibrant urban environments. As one
small maker said regarding Collingwood: “you can step out and there’s lots of places to eat, we
always go out (Maker 1, personal communication, 3 August 2015)".

It wasn’t just places to eat that were considered to add vibrance to the subject sites but also
galleries and pop up retail spaces. Being in a characterful and intimate environment seemed
important for most people interviewed, who enjoyed bumping into people on the street and
getting to know people’s faces. So while most didn’t interact a lot with other creatives in the
area they did appreciate knowing that there were people with similar mindsets working
around them.

The desire to work in an enjoyable environment that is supportive of creativity reflects Drake’s
(2003) findings on creative workers. Most creative workers see their job as a vocation and as
they are often the owners and founders of the business their work can be all consuming. This
came across particularly in interviews with makers who often worked long hours and brought
their kids to work, as the offset printer stated: “its almost like living here, we probably live
here more than we do at home (Maker 5, personal communication, 25 August, 2015)”. There
was feeling that the subject sites are more accommodating to and accepting of different work
habits and schedules. As a furniture maker stated he was comforted that a noise complaint
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against his business was rejected: “so | got the feeling at that point that the council were
looking at it as an area where they wanted this kind of thing to thrive (Maker 2, personal
communication, 18 August, 2015)”.

Makers seek to work in an area with a distinct identity

The history of the areas was brought up by a number of people interviewed. Firms that are
located in buildings that used to serve other purposes are highly aware of this and brought it
up without being prompted. One architect who is located in an old malting complexin
Collingwood relayed in quite a lot of detail the history of the site and a partner in a creative
agency in Cremorne similarly detailed the history of the old textile factory they are located in.
History is an interesting element because it provides both favourable tangible elements to
these creative workers but also a unique identity which is also sort after. The narrow streets
and lower densities of both Cremorne and Collingwood were raised a number of times as
being positives and unique features of the precincts that fostered interaction. The subject sites
were often referred to as pockets or neighbourhoods and there was an evident appreciation
for being in an area that had boundaries, both physically and mentally. Interestingly the
morphologies of Cremorne and Collingwood quite closely represent Hutton’s (2006)
observations of inner city areas favoured by creatives in London and Vancouver.
Boundedness, uniqueness, intimacy, flexibility, adaptability and proximity to landmarks were
all recorded as being desirable features (Hutton, 2006, pg. 1822).

It was interesting that a number of firms, particularly in Cremorne, brought up the more sordid
history of the area. A couple of times participants, rather excitedly, brought up the violent
history of Cremorne and its former life as a haven to gangs and drug dealers. In fact one of the
firms had named their business after this time when the street they’re now located on was
considered a no go zone by police and the public. This aligns with what Hutton (2000) and
Evans (2009) discuss regarding how creative firms often reinterpret areas and add new layers
to an areas history. As an architect in Cremorne put it: “the palimpsest of history, so for
example that layer of preserving a history is important, so we like the idea of converting
something old, and reinterpreting it and re-narrating it, and keeping its memory alive, | think
that’s important (Architect 2, personal communication, 11 August, 2015)”. This
reinterpretation can be seen for example in the use of old factories, which were once to home
order and discipline, being reinterpreted as spaces of freedom and expression (Hutton, 2000).

There were also some interesting findings regarding how the identities of Collingwood and
Cremorne had affected locational choice. Those working in Collingwood generally seemed
aware that they were working in an area that was well known and had a strong reputation in
Melbourne as being an alternative and creative place. This was seen as a positive, especially in
attracting workers, who actively sort out working in the area. As one creative agency said: “it’s
becoming very cool and a place that the staff want to be, we don’t need to sell it, they just say
they want to work here, above working in the city (Creative agent 2, personal communication,
2 September, 2015).” This reflects Reimer et al’s (2008) findings on designers who choose to
locate in Soho, London. They found that firms wanted to be in an area that was known and had
a certain level of prestige and an existing reputation. Cremorne was different in that a number
of the people interviewed appeared to appreciate the fact it wasn’t a well known area. This
seemed to add to its uniqueness. The director of a production house explained that they use
the word “Cremorne” on all their branding “because it’s so unique, because people are like
where's Cremorne? it’s a tiny little pocket in Richmond, you've got to know about it (Creative
agent 3, personal communication, 11 August, 2015).”
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Relocation may result in loss of innovation and skills

There was a general agreement among the urban manufacturers that if they are forced to
relocate from their inner city location they will probably close their business rather than
relocating to outer suburbs. The small manufacturers need an urban location to grow and
prosper and relocating them from inner city could have a negative effect on innovation,
growth and prosperity of them.

The manufacturers are well aware of the consequences being forced to relocate and raised
their concerns in the interviews: “Anybody who is making or doing creative things adds value
to the city, If all the create people move out the city will lose its charm, and it will become a
very boring city if creative people can't afford to stay". (RH, personal communication, August
24, 2015). For them, the city is the centre of the activity and where the inspiration for
innovation exists.

The information in this thesis can be used by local councils in their strategic planning decisions
for future zoning of industrial land in Melbourne. If the firms choose to close rather than
relocate, what is the cost of losing innovative and experienced makers in the economy? The
manufacturers have accumulated knowledge, and some of them have unique skills, if they
choose to close their firms it means that all the knowledge will be gone with them. Considering
Melbourne's reputation as a liveable city, this thesis encourages strategic planners to review
the importance of preserving a space for small manufacturers in industrial land zone and how
it would affect liveability in Melbourne.
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10. PRELIMINARY QUANTITATIVE INDICATIONS

This section summarises the preliminary indications and data generated to-date from the
survey on the makers.melbourne site. We provide this section with a strong note of caution to
the reader about interpreting the findings. The statistics and results we report here are based
on data downloaded from the makers.melbourne site on 04 January 2016. As of this date,
there were 42 registrants on the website, 22 of whom had completed the survey. This means
that we have 42 observations of firms’ core activity, location, and other basic information, and
22 more-detailed observations that the survey requests, such as information on tenure and
networking. Neither the 42 or the 22 observations is a spatially-representative sample, so they
are not sufficient to draw broad conclusions about the composition of making firms in the
IMAP area or any individual suburbs. They are similarly not sufficiently large to draw
conclusions about the spatial distribution of making firms in the IMAP area.

In summary, the findings we present may be suggestive of the general patterns that may
appear in the larger dataset that we are currently compiling. We do not even title this section
“findings,” as we do in the previous qualitative studies, in order to stress this point. In light of
this, we keep our observations to a minimum and provide just enough detail to describe the
data gathered thus far. We generally do not provide findings in terms of averages,
percentages or proportions, as this would suggest confidence in these numbers. Rather, we
engage in a more descriptive discussion in which we sometimes use frequencies and, rarely,
percentages, to discuss a point. This may frustrate some readers, as we often fail to provide
precise descriptive statistics. However, this is the appropriate use of the data we have to-date.

The makers.melbourne site was launched on 17 October 2015, and the holiday period
occurred shortly thereafter. Given this, we are not discouraged by the relatively small sample
size and expect it to grow significantly as we execute our Outreach Plan. Appendix B describes
the Outreach Plan that we are currently executing to drive traffic to the site and the survey.

10.1 SPATIAL DISTRIBUTION

Of the 42 companies that registered on the site, all provided information about their physical
location. This was a required question to register on the site. Figure 10.1 shows the spatial
distribution of makers in the metropolitan area, and Figure 10.2 shows a version of the same
map zoomed-in on the inner suburbs.

Of the 22 firms that responded to the question, seven firms report moving from another
location to the current site. If this proportion holds in a larger sample, then it is a significant
proportion, and the relocation of firms should be compared to their productivity, years in
business, employment numbers, and other measures of economic output. We qualitatively
categorise these moves into three buckets, and note that three of the moves are “equivalent”
(within the same or a nearby suburb), three are “inward” (from an outer suburb to an inner
suburb), and one is interstate. It is interesting that none of the relocations are outward. If this
trend holds in a larger sample, it might raise questions about whether more-established or
more-successful firms tend to relocate inward. For now, we must be content with an
observation and no further speculation.
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10.2 MAKING ACTIVITIES

All 42 makers responded to the question about the classification of their activities. This was a
required question to register on the site. Of the 42 respondents, 17 makers used two or more
of the categories provided to describe their activities. In total, the 42 maker respondents
provided 93 different activities, selected from the survey’s a priori categories. Figure 10.3
shows the distribution of those activities.

18

16

Number of Firms
Reorting Activity

Art and culture

Home outdoors and hardware
Textiles and fashion
Electrical parts and materials
Publishing

Food and/or beverage

Wood glass and clay

Textiles and fashion

Personal services

Science

Other

Information media and telecommunications

Figure 10.3. Makers’ Activity Categories

Figure 10.3 underscores a point we raise in Section 7, in a review of the existing data, about
the adequacy of categories provided by the Australian Business Register for firm classification.
In Section 7, one of our major conclusions is that the majority of small makers were classified
as “Other” under the ABR classification system, which uses standardised ANZSIC codes to
classify firms. Significantly, Figure 10.3 shows a similar result to the CLUE and ABR data
presented in Chapter 7. Of the 42 respondents, 17 makers used the option “Other” to describe
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their category of activity. Of the 93 maker responses for the category of activities under which
it is appropriate to classify their company, the largest single category was “Other.” This
indicates that our a priori categories — informed by the ANZSIC codes but not entirely aligned
with them — fail to capture at least some of the activity makers.

This strongly suggests that our survey instrument needs further elaboration and expansion of
categories under which small makers can classify themselves. We plan to re-examine our
qualitative data and the qualitative data provided by makers on makers.melbourne to suggest
new categories for inclusion in future iterations of the survey.

10.3 OWNERSHIP AND EMPLOYMENT

Of the 42 responses provided, the majority (23) are firms with one or two employees, and the
vast majority (35) have five or fewer employees. Figure 10.4 shows the distribution of firms by
employment.

That 35 firms have five or fewer employees implies that seven of the firms (one-sixth or 17
percent) have six or more employees. These firms are interesting and important for our
ongoing work because they impact our working definition of “small” in “small urban maker.”
In Chapter 7, we preliminarily set the cut-off for a small firm at five or fewer employees.
However, this distribution calls into question the efficacy of this cut-off point —an issue we can
resolve with further empirical work as the survey sample expands (the sample size is too small
at this time to firmly resolve the issue). A standard cut-off would be at the 85" percentile,
which might still be larger than five employees. This is an important preliminary indication as
we work to define and operationalise the idea of “small” as it applies to our target firm
population.

Drilling further into a qualitative comparison of larger firms with smaller ones, we see more
standardised practices in the larger firms compared with the smaller firms. Firms with six or
more employees tend to be engaged in activities such as management, printing, film and
television, prop making, and food production. Some of the smaller firms also engage in
standardised practices, such as architecture and electronics — but many more are engaged in
creative and less-standardised practices such as bespoke interiors, art, and jewellery. Given
the small sample, we flag this as a hypothesis for further testing when we have a larger set of
maker firm observations.

There does not appear to be link between the size of a firm and the time that the firm has
been in production at the current address. Figure 10.5 shows the distribution of firm
employment by year of first trading at the current address, with no apparent trend emerging
from the data. With only 22 observations, this is not a firm result, and we will continue to seek
similar links in the larger dataset as it emerges.

Of the 22 responses, all but one survey respondent was an owner or founding partner. This
suggests that the tasks that fall to the owner of the firms are generally varied, and that most
firms have not yet evolved to a size where specialised tasks such as dedicated administrators.
Only one survey responded indicated that he was in such an administrative role, as a secretary,
and his firm has only one employee.
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Figure 10.5. Employment by Year of First Making at Current Address

10.4 SIZE OF PREMISES

The survey queried makers on the size of their premises. The 22 responses varied from 6
meters to 1,400 meters, with the distribution showing in Figure 10.6. Space-intensive activities
such as set and prop production and maker spaces accounted for the largest spaces, while
bespoke activities such as figurines and perfume making occupied the smaller spaces.

102



600

400

Square Meters of p remises

200

Firm

Figure 10.6. Size of Premises

10.5 TENURE

Of the 22 responses, nine indicate that the firm plans to remain in situ for the next five years.
Thirteen firms plan to relocate in that time period: six within Melbourne’s inner suburbs, six
elsewhere in Melbourne, and one overseas. Figure 10.7 shows a schematic of this distribution,
which suggests that there are a variety of policy reasonable responses depending on a firm’s
needs. This distribution —though it needs to be validated by a larger sample — preliminarily
suggests that some firms require central locations, while some would find premises in outer
suburbs to be serviceable. If this distribution holds in a larger sample, it will have strong
implications for urban activity centre and spatial planning that seeks to relocate some firms
outside of the IMAP area. Further testing of hypotheses will be possible with a larger sample,
that allow us to make inferences about which types of firms require central locations and
which would thrive in a suburban environment.

Most of the firms that plan to resettle site poor facilities, inadequate space, and insecure
tenure as the reasons. Eight of the firms own their own remises, while 13 rent. The firm
planning to move overseas sites an inadequacy of labour —the only firm in the sample to cite
this problem as a reason to relocate. We will watch this space — that of firms relocating
overseas — with interest as the sample size grows. If one firm out of 22 feels the need to move
overseas due to labour shortages and inadequacies, this suggests the possibility of an
education-based policy response.
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Figure 10.7. Firms that Plan to Relocate within Five Years, and their Planned Destination

10.6 SALES AND CONNECTIVITY

Of the 22 firms, eleven indicate that they sell products onsite, and all have an online sales
presence. Most are selling to markets outside the greater Melbourne area, and most have
overseas customers. This suggests, as in the previous section, that location — at least for sales
purposes — is different for different firms. Again, if this distribution holds in a larger sample, it
would suggest that selling onsite is important for some firms and not others. Such a
conclusion would have strong implications for urban activity centre and spatial planning that
seeks to relocate some firms outside of the IMAP area. Further testing of hypotheses will be
possible with a larger sample, that allow us to make inferences about which types of firms
require central locations for sales and connectivity purposes, and which would thrive in a
suburban environment or peripheral activity centre.

Another survey question queried makers about their interactions, both in-person and via other
non-face-to-face communications, e.g., phone, email, internet, with suppliers, customers,
competitors, and other business and organisations. Firms were queried about their
interactions with local, within-Victoria, national, and international interactions. There were 21
responses to this question, and a total of 1,602 interactions were reported.

Of these 1,602 interactions, 656 of them — 41 percent — were conducted in a face-to-face
setting. This proportion — again, based on a small sample of firms and this inconclusive —
suggests that a large proportion of interaction with customers, suppliers, competitors, and
other organisations occurs in-person.

Interestingly, when we break these interactions out by location, we see some counterintuitive
patterns. Figure 10.8 shows the distribution of in-person and electronic (phone, email or
internet) interactions reported by respondents for the past month, by the geographic location
of the entity with which the maker interacts. As would be expected given the proportion cited
in the previous paragraph, electronic interactions generally occur in higher proportions than
in-person interactions. However, it is within the Greater Melbourne area where the ratio of
electronic to in-person interactions is the highest. As per Table 10.1, we would expect a higher
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ratio of electronic-to-in-person interactions as the interaction distance increases — that is, that
firms located in the same general area, e.g., Melbourne CBD, would have a higher ratio than
firms located overseas from one another.

Remarkably, another relationship appears — one that underscores the need for a much larger
survey sample. That relationship is that a higher proportion of electronic interactions appear
to take place among firms located within Melbourne but outside the CBD, than firms located
interstate or overseas. That is, the proportion of face-to-face interaction appears to be greater
for interstate and overseas interactions than for interactions where both entities are within
the Melbourne Metropolitan Area. This is an unusual preliminary indication, and one that
requires more data for us to have any confidence in the findings. Still, if these relationships
hold in a larger sample, it will raise questions about the importance of in-person interactions
to firm viability and economic prosperity.
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Figure 10.8. Geographic Location of Customer, Supplier, Competitor, or Other Entity, by
Mode of Interaction and Number of Interactions in the Past Month

Table 10.1. Geographical Distribution of Interactions Distribution of Firm Interactions,
by Mode of Interaction

Phone/Email/ Ratio (electronic to
In-person .
Internet in-person)
Melbourne CBD 45.3 54.7 1.2
Greater Melbourne 27.4 72.6 2.7
Australia 40.0 60.0 1.5
Overseas 52.4 47.6 0.9
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Also, because of the small number of firms, it is impossible to use this small sample to query
more-detailed hypotheses like whether firms seeking to resettle in the inner Melbourne area
have more in-person interactions than firms seeking to relocate outside the inner suburbs. We
will wait for the larger sample to address these hypotheses.

10.7 SURVEY QUESTIONS RELOOK

The above indications suggest that we may wish to review the content of a coule of our survey
questions:

1. Question 2 about the founding year of production on this site does not provide
information on the age of the firm
2. We may wish to expand out categories list for firm activities.

10.8 NEXT STEPS

The above indications suggest that we may wish to consider the following as we move forward
with the

1. Focus on increasing the sample size
2. Re-examine our qualitative data and the qualitative data provided by makers on

makers.melbourne to suggest new categories for inclusion in future iterations of the
survey

3. Pay particular attention to the firm size statistics as our sample size increases.
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11. CONCLUSIONS AND RECOMMENDATIONS

This section concludes the report, providing a summary of the major empirical findings and
recommendations for future work. In summary, small makers represent an important new
productive form whose potential to improve economic and material (thus ecological)
sustainability in Australian cities is signalled (Gleeson 2014, pp. 137-8) but not yet fully
understood. Our current work and future study will provide the robust evidence on the
contributions of makers to economic development and agglomeration economies, which has
never been assembled in Australia and which our partners seek. Previous, more-general
attempts to understand the effects of clustering and agglomeration in Australian cities have
been general and highly limited due to a lack of available data, e.g., Day et al (2013) and Day et
al (2014). The vast majority of studies on industry clusters in Australia rely on standard Census
geographies that are too large for intra-urban analysis because they lack firm-level data, e.g.,
(Leahy, Palangkaraya, & Yong, 2010). No studies to our knowledge focus on the contributions
of small makers at any spatial scale, including at the level of the firm.

11.1 SUMMARY OF FINDINGS

Our research strongly suggests that a “new,” servicized, high value-added, knowledge-
intensive production sector is emerging in Melbourne that inverts the historic relation
between manufacturing and services. Major characteristics of this sector are:

1. Very minimal focus by makers on economies of scale or mass production

A strong focus on craft skill and teaching those skills to new generations of artisans

3. Difficulty among makers in identifying with a particular sector or ANZSIC code, given
the variety of business tasks associated with their work, including a strong service
component

4. Adding value to made products through high levels of service and educational
programming

5. Astrong focus on location in urban centres and inner suburbs as a core feature of their
firm identity

6. A possibility that owners would choose firm closure over outward relocation

7. Some evidence that central location facilitates customer and supplier relationships

8. Some evidence of firm agglomeration economies and knowledge sharing, but some
evidence that spatial proximity to other like firms is not used by firms for growth and
networking

9. Firms face strong displacement pressures and are concerned about their futures in
Melbourne’s urban core.

N

While being less conclusive, the quantitative findings suggest the following:

1. Face-to-face interactions are strong between Melbourne’s small urban makers

2. There may be a split of small making firms, some which rely on an urban core and
some which can thrive outside the core.

3. Athreshold firm size of five may be too small, and may need to be adjusted to reflect
the reality of Melbourne’s makers.

4. There may be some unusual relationships between in-person interactions and firm the
proximity of the firms and entities involved in the interaction.
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11.2 LIMITATIONS OF FINDINGS

Despite the strong insights gained from the pilot work, the work raises questions that must be
addressed before robust findings can be produced that will translate directly to policy actions.
This section describes the limitations of the current work and the questions that remain for
future work. The main limitations are:

Small qualitative sample. Our small sample sizes (26 makers interviewed overall), while
instructive from the perspective of a pilot, do not provide a robust analysis of makers’
aspirations, nor does it provide a reliable profile of how the “new” maker is innovating and
changing the making landscape. A large inquiry with more makers from different crafts will
provide a more-robust picture of this emerging industry. For this, many more interviews are
required; we estimate about 100 more interviews for makers in the IMAP area, Moreland, and
certain outer suburban areas and activity centres. Further interviews will also seek insight
from firms that were displaced to outer areas in order to understand how displacement
actually affected their business.

A. Does firm identity persist under displacement?

B. Isinnovation and craft skill lost (from the locality and nationally) when firms are
displaced?

C. Towhere does displaced craft skill relocate?

Small quantitative sample. We are still engaged in significant outreach to drive makers to the
makers.melbourne site. Once this sample is large enough, we will have gained significant
insights into the spatial and functional organisation of this new and emerging sector.

Despite the strong insights gained from the pilot work, the work raises questions that must be
addressed before robust findings can be produced that will translate directly to policy
actions.

The scope and scale of this sector is not well-understood. We conclude from the existing data
that we cannot ascertain the number, concentration, and activity of making firms from existing
datasets. Our survey will fill some of this knowledge gap, as will future work with ABR and
other public agencies.

A clear typology of Melbourne’s small urban makers is not yet available. Our study
concludes that identification with certain ANZSIC codes or identification as part of a certain
sector is difficult for makers. However, the preliminary findings do not suggest classification
schemes that might replace or supplement the current ANZSIC codes. As we found in our
workshop, even some staff in the Australian Business Register is convinced that an update of
the ANZSIC codes may be in order for the new making sectors. Further work will propose an
alternative to the existing ANZSIC scheme. One future goal of our work will be to generate a
classification system for small urban makers. One major need for a classification system
becomes clear from both our qualitative and quantitative findings, both which strongly suggest
that some centrally-located firms could thrive in suburban settings, and some strongly prefer
to remain in the urban core. This and other distinctions would be made in such a classification
system, which would arise from future inquiries, which we outline below.

It is not clear what economic contribution these firms are making to the Melbourne

economy. As we have demonstrated in the analysis of existing data, more-detailed data is
needed to address this knowledge gap. Our survey will fill some of this knowledge gap.
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It is not clear whether these firms require central locations. Our work suggests that makers
prefer central locations, but not whether they require it for productivity, value chain, and
labour needs. Larger, longitudinal panel datasets will be required for such analysis.

New modes of operation may exist. Our study queries whether aspirations for mass
production and clustering are present in firms, and finds evidence that they are not. However,
the current research findings do not provide insight into the agglomerative mechanisms that
may replace these old-manufacturing modes of operation. For instance, it may be that, in this
new climate of connectedness and technology, that classic forms of clustering (for which we
found only some evidence) have been replaced by other mechanisms that our pilot studies did
not uncover. Further work can query the existence and construction of these mechanisms.

Land needs are still not clear. Our work provides insight into the composition of the “new”
making economy and concludes that core locations are central to their business models. Our
work, however, does not query the kinds of land and building needs that these makers require
in these core urban spaces. This is a central questions as councils decide in the future how to
allocate, protect, or redistribute industrial and commercial lands to other uses. Some of our
makers, for instance, report that they like being located in industrial areas of residential
neighbourhoods, so that they are near customers but out of the way and do not receive noise
complaints. Whether or not these makers could continue to function in less-isolated urban-
core spaces is one example of a land issue that remains unresolved by this work, and which
should be addressed in future work.

11.3 RECOMMENDED ACTIONS

This section summarises the actionable policy recommendations that arise from this work.
From the findings detailed above, the following recommendations arise:

Governments should seek to better understand this active and vibrant making sector. One of
the goals of this work was to understand whether a making sector exists to a significant
degree. This work has demonstrated that there is indeed an active making sector, and that it
contains significant skills and capacities for innovation. This Phase 1 work demonstrates the
existence of this sector and the knowledge, innovative capacity, and skills contained in it. This
may be a significant economic resource, and government will do well to recognise and foster
it.

We should continue to explore the definition of “maker.” Our findings suggest that there is a
range of skill and innovative capacity in Melbourne’s makers, and that the sector has an
identity and a character. We have made strides in narrowing the parameters of definition, but
this work is not finished. It is not yet the time to close our definition process.

Core industrial sites should be preserved — for now. Makers believe that location in the urban
core is critical to their work. The makers we interviewed suggest a strong preference for
location in urban centres and inner suburbs as a core feature of their firm identity and access
to their value chains. Strong service components are part of this value chain. In economic
analysis, the standard of practice is to presume that the general body of firms collectively
makes decisions that maximize profit for the individual firm and, by extraction, the industry.
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Thus, by observing makers and their preferences, we can glean the practices that make the
industry most productive. Right now, central location appears to be one of these factors.

ANZSIC codes should be reviewed for small makers. Our findings suggest that the existing
codes are not sufficient to represent makers’ activities. This is a consistent message from the
analysis of existing data, our qualitative findings, and the preliminary quantitative indications.

11.4 RECOMMENDATIONS FOR FUTURE WORK

Our preliminary findings indicate that advanced inquiry is appropriate on this important topic.
While databases like land use zoning and Vic CLUE provide spatial information about firms,
they do not provide us with information in terms of the distribution of small manufacturers in
this space and how the location affects the small manufacturers in terms of productivity,
servicisation and innovation. Moreover, there is no data available about the manufacturing
activities that happen in areas other than industrial zones, such as residential zones.

This project has been a starting point for the better understanding of how these small
manufacturers use land in the industrial zone as well as other areas. It was observed that some
manufacturers use their home or their garage space as their work studio, some others in the
mixed use zone have turned their entire home to a workshop/gallery and have kept just one
room for their residential purposes. It was observed that small manufacturers don’t necessarily
sell their product at the same place that they make it.

Small manufacturers who are located in industrial zone tend to share space with other
manufacturers for three main reasons. First, they don’t need a big warehouse to run their firm,
second, sharing will reduce their costs and third they benefit from being in a cluster of other
innovative people. These observations call for a more in-depth study of where the urban
manufacturers of Melbourne are located and what are their requirements in terms of
workspace and retail space.

We recommend that the project work continues in two Research Streams:

Research Stream 1: Impacts of Making Configuration on Economic Development (Land and
Economic perspectives) — What are the broader benefits to the city of a successful urban
manufacturing sector and what future commercial space is required for survival of these firms?

This Research Stream explores the nexus between making and economic development in
urban environments. Despite their prevalence, small urban manufacturers are a poorly
understood phenomenon and risk extinction from development, in particular in many inner
city areas of Australia. The notion of ‘highest and best use’ will be put under the microscope in
this study, which examines the broad economic impacts of the presence of small
manufacturers in Australian inner city environments. This quantitative study is innovative in
combining the fields of urban economics, economics/econometrics and property. This project
will measure economic impacts on measures such as jobs, innovation, and displacement of
firms out of Melbourne, Victoria, and Australia. It will use specially-prepared datasets by the
Australian Business Register, and also proprietary datasets which we have developed for the
project.
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ABR Dataset Analysis. The ABR datasets have been preliminarily offered by the ABR and, as
we mention above, are largely unavailable for researchers to use. Because this dataset is fully
assembled, the findings from this part of the study will emerge faster. Because this is a census
of firms, the large sample sizes will allow for highly spatialised analysis such as the assessment
of whether clusters are present and the effects of those clusters on firm birth and employment
growth. However, this dataset has a very limited set of variables, which includes employment
and location. Turnover, for instance, is not available in this dataset. This will allow us to
develop econometric models that consider the impacts of clustering, location, and networking.
Given the structure of the data, we will develop panel data models and use estimation
procedures that account for simultaneity and endogeneity. Such model structures will allow
us to examine the changes within cohorts, and also the change of the industry on average over
time, and also to account for some of the feedback mechanisms, such as how a firm’s location
both affects and is affected by clustering and networking effects. A sample specification is:

CLUSTER;; = f[LOCATION; ¢, FIRM SIZE;;, LOCATION;, |

LOCATION;, = f[FIRM SIZE;,, CLUSTER;,, NETWORKS; ]
BIRTH;, = f[LOCATION, ;, CLUSTER; ;, NETWORKS; ]
SIZE;, = f[LOCATION, ;, CLUSTER; ;, NETWORKS; ;]

where LOCATION is a measure of the centrality of the firm’s location, CLUSTER is a
measurement of the size and cohesiveness of the cluster in which the firm sits, NETWORKS is a
measure of a firm’s self-reported connectivity to other firms in the local, regional, national,
and international markets, BIRTH is a measure of firm births and deaths over a given time
period, SIZE is the number of employees, and i represents a firm, and t is a time variable.

Survey Dataset Analysis. Our project datasets are currently being developed as part of our
online survey platform, makers.melbourne. We plan to increase the sample size to a minimum
of 2,000 makers located throughout Victoria. The large sample size will be derived via our
already-established online web mapping platform, allowing the study to monitor movement of
makers for the life of the project. The web platform has allowed the project to systematically
map and link with ABR data to verify the data. Using ABR data, we will also target specific
stratified samples of makers: those in the inner suburbs, those in outer suburban activity
centres, and those in outer suburbs but outside activity centres. Additionally, we will actively
sample and recruit former Victorian makers whose businesses have closed down, and makers
that have located outside of Victoria in other parts of Australia and overseas. We expect to
draw another 400 makers from each these pools (this sample size is designed to achieve 95%
confidence in the statistical estimations). This larger and geographically diverse set of makers
enables us draw conclusions about the distribution and trends of different industry types
among makers. This large sample will enable us to identify the most significant kinds of urban
making, to describe the changes to these sectors over time and in response to policy changes
like rezoning. The platform will inform areas where further investigation will take place via
door-to-door campaigning throughout the project. Research assistants will sample firms using
ABR data and online social networking pages, and will seek their registration and participation
on the website with site visits and phone calls. Our Outreach Plan is described previously in
Section 5.1 and is presented in Appendix B.

Our survey collects key data on location and reasons for location choices, firm connectivity and
networking (how firms interact with each other), turnover, employment, and innovation.
From the survey, econometric models will be developed to estimate the effects of makers’
locations on productivity (turnover per full-time equivalent employee), the effects of
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dislocation on productivity, the effects of location in a cluster on productivity, and the effects
of location, dislocation, and clustering on innovation. Given the structure of the data, we will
develop panel data models and use estimation procedures that account for simultaneity and
endogeneity. Such model structures will allow us to examine the changes within cohorts, and
also the change of the industry on average over time, and also to account for some of the
feedback mechanisms, such as how a firm’s supplier network both affects and is affected by
location, innovation and productivity. A sample model specification is:

PRODUCTIVITY,,; = f[LOCATION;, FIRM SIZE; ,, CLUSTER; ;, NETW ORKS} ]
INNOVATION;; = f[LOCATION; ., FIRM SIZE;,, CLUSTER; ;, NETW OBKS; ;]
NETWORKS;; = f[LOCATION; ;, FIRM SIZE; ;, CLUSTER; ; |

LOCATION;, = f[FIRM SIZE;,, CLUSTER; ,, NETWORKS; ]

where PRODUCTIVITY is turnover per capita, LOCATION is a measure of the centrality of the
firm’s location, CLUSTER is a measurement of the size and cohesiveness of the cluster in which
the firm sits, NETWORKS is a measure of a firm’s self-reported connectivity to other firms in
the local, regional, national, and international markets, i represents a firm, and t is a time
variable. The findings from this Research Stream will generate the evidence that our partners
desire about the economic contributions of small making to the overall economy, and the
effects of different location-specific aspects of a business on key outputs such as productivity,
innovation, and networking.

Research Stream 2: Composition of and Influences on the Making Sectors (Land and Sector
perspectives) — what is currently happening in industrial/commercial-zoned land and what
does the sector require to prosper?

This Research Stream explores the nexus between making and creativity in urban
environments, looking specifically at the links between the configuration of the work settings
of makers, their productivity and the success of the sector. Through various methods of
qualitative inquiry, this Research Stream will fill the knowledge gap we identified in the pilot
phase, wherein most small making firms are classified as “other.” A core inquiry will be into
what kinds of firms are classified as “other,” and how they might be better incorporated into
the industry classification system. This stream will also examine the relationships between
clustering, location, industry classification, and making. Another core inquiry will be into
whether makers benefit from location in clusters of like firms or a variety of firms,
agglomeration economies. This program of analysis will provide both evidence and tools for
policymakers in both creative clusters and urban industry. This study will rely on some of the
techniques deployed in pilot projects on servicisation (the service composition of making
firms) and creative clustering. The methods for this stream are:

Expanded Storytelling. Based on the pilot study, the storytelling approach promises robust
results that align with our goals: to understand the nature of makers and the challenges that
face them in growing, surviving, and prospering. Our pilot results suggest that makers as a
sector have unique characteristics and challenges which are poorly understood. Further study
will expand our program of storytelling interviews to a much wider range of maker types,
generating an additional 50 storytelling interviews across the case cities. These interviews will
give us a more-complete picture of the composition and nature of the small making industries
in Victoria. The storytelling approach allows makers to tell us about issues and challenges that
we cannot even conceive to ask. In short, this approach gives us access to unknown-unknowns
— those issues that governments need to consider but as yet cannot, because they are
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unaware of them. Our approach follows Snowden (1999), who argues that storytelling is a
powerful mechanism for transferring complex tacit knowledge.

Queries into Other Creative Clusters. Our pilot findings from the City of Yarra suggest that
creative clustering is not occurring in Cremorne or Gipps Street precincts. Itis entirely possible
that the Yarra case is an isolated anomaly, and that there are examples of creative clusters
that are highly productive for jobs growth and innovation. This area of activity will identify
where partner councils are seeking to use the policy levers to generate agglomeration
economies. This work will evaluate whether such goals are attained and examine the factors
that generate success or failure of clusters. We will implement the same qualitative methods
applied to examine the Yarra Creative Clusters pilot.

The Viability of ANZSIC codes. According to the ANZSIC codes, large number of small
manufacturers of Melbourne can be found under the category of "other manufacturers”. The
findings from this thesis suggest that the manufacturers under the category of "other
manufacturer" are from various natures and characteristics, but some of them seem to share
the same characteristics and can be categorized as a separate sector such as “urban
manufacturers”. Moreover, it was observed that in most cases the nature of a small
manufacturer firm is complicated and may cover more than one ANZSIC code. Based on the
findings mentioned above, a review of ANZSIC codes seems necessary, the decision makers can
decide to either give this group more than one ANZSIC code or recognise them as a separate
sector.

One output of this work will be a revised set of Australian and New Zealand Standard Industrial
Classification (ANZSIC) codes, particularly relevant to makers. Every registered firm in Australia
must designate an ANZSIC code under which to operate. These codes influence many aspects
of a firm’s function, including insurance requirements and types of buildings they can occupy.
Current findings suggest there is a strong over-representation of makers in the vague “other”
classification, indicating these codes are in need of updating. Representatives of the Australian
Business Register (ABR) have indicated this would be of value to them. Our makers.melbourne
website provides part of the data source for this query. Registered makers describe the
functions of their business, including what they make and the services they provide. We will
use the website to identify 100 makers and then compare their firm description with the
ANZSIC code under which they are registered with the ABR. Through qualitative content
analysis, we will then develop descriptive categories of makers that align and do not align with
their specified ANZSIC activity. We will then interview a selection of the makers whose
business descriptions do not align with their ANZSIC, about 20 interviews in total, seeking to
find out what expansion of ANZSIC codes would suit their business.

Makers in Outer Activity Centres. Another crucial question for our partners is whether
government-led initiatives can generate vibrant economic centres outside the CBD. Some
displaced small maker firms do relocate to outer suburban areas, or would consider doing so
rather than closing. In the pilot phase, some makers facing displacement indicated that they
were considering relocation to outer suburban areas such as Sunshine. Our partners are
specifically interested in what factors would compel makers to locate in an activity centre
outside of the central city and inner suburbs. This work will further evaluate how undergoing a
central-to-suburban move has changed makers’ business. We will interview 20 firms who are
facing displacement and 20 firms that have relocated to outer suburban areas, particularly
outer suburban activity centres such as Box Hill and Sunshine. For firms facing displacement,
the core inquiry will be into what kinds of attitudes they hold about outer activity centres, and
whether they expect dislocation to negatively impact their business. For displaced firms, the
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core inquiry will be into how their business function is impacted by their new locations, and
how their fears about dislocation were realized or debunked.

11.5 CONTEXTUALISING WITH OTHER EXAMPLES

Melbourne’s inquiry should continue to be informed by other world cities. The United States
and especially New York and San Francisco have a longer history that Melbourne in recognizing
the urban manufacturers compared, and as such, have significant lessons that we can observe,
use, and adapt to our local environment. Inthe USA, the Urban Manufacturing Alliance was
formed in 2011 where non-profit, for-profit and governmental stakeholders across US cities
collaborate with each other and share information to grow manufacturing business. They hold
a series of events and an annual meeting in which they raise awareness of the vibrant
manufacturing activity taking place in urban communities across the United States. In New
York City, Pratt Centre (Figure 11.1), works with planners, policy makers, advocates and small
business owners and uses participatory research method to create reports, maps and
presentations that will help in better recognition of urban manufacturers. The Brooklyn Navy
Yard (Figure 11.2) in the United States is a good example of how government can use zoning to
preserve a space for manufacturing. This project will continue to examine developments in
international cases as we craft our recommendations for the use of land and policy levers to
support small urban manufacturing as well as the diverse competing mix of activities that
vibrant cities demand.
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Figure 11.1. Pratt Centre Small Business Website

About BNYDC ! For BNYDC Staff 1 Tenant Sign in

Brooklyn
NavyYard
Industrial Pork The Navy Yard  Leasing  Employment  Procurement  Navy Yard News

For your Industry

The Brooklyn Navy Yard is a Davelopmt Sustainable
modern industrial park with %

over 4 million square feet of

space. »

Gate Access, Parking and Safety




Figure 11.2. Brooklyn Navy Yard Promotional Site

11.6 CONTINUED FUNDING

As we discuss in Section 5.3, the project team successfully submitted an ARC Linkage grant
application on 09 November 2015 with a total project budget of around $328,840, including
ARC and partner contributions. $90,000 was pledged by partners, including
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e |MAP: $70,000

e The City of Moreland: $10,000

e The Metropolitan Planning Authority (MPA): $10,000.

As of this report’s release date, we have not yet had an outcome for that grant proposal.
Regardless of that outcome, the Project Management Team seeks to continue this
important work, and will seek other grant funding if the Linkage grant is not successful.
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APPENDIX A. SURVEY DRAFT AND HARVEST/CROWDSPOT SURVEY

LOGIC

This appendix describes the logic and content that we currently plan to integrate into the
online survey currently being developed by cooperatively by the project team, Harvest Digital
Planning and Crowdspot.

We stress that this survey is still in draft form, but is nearing completion. The reader may see
some evidence of the drafting process, including questions in the text.

What purpose does the platform serve?

The online platform will serve as a vehicle for mapping of select firms, spatial linkages with
suppliers, collaborators, workers, distributors, customers and retailers with a view to
understanding economics of scale and scope attaching to agglomerations. The immediate
purpose is threefold:

To develop a spatial understanding of small makers in the study area

To provide a visible symbol of makers’ participation in the project, as per their request at the
28 May workshop

To gather the data required for the quantitative work we outline earlier in this report.

In the future, the platform could serve multiple purposes, which could change over time as the
broader project evolves and increases in scope (with subsequent funding rounds). The table
overleaf (Table A.1) illustrates the various purposes the platform could serve over various time
horizons. At this stage we would only require a platform that can fulfil the purposes stated as
‘initial’, however it would be good to understand if and how the platform could be developed
to allow for a broader range of purposes over time.

Platform Logic

The site is currently being developed to facilitate all of the above objectives. Makers will go
onto the site and go through a validation process, wherein they are screened for their
eligibility and develop a registration. In this process, they provide information on their firm.
This information goes into developing a maker page that is visible on a map. They can provide
information on the firm and a website, which is viewable and searchable by any member of
the public. Some private, back-end information is also gathered in this process, such as firm
size. This gets us a spatial representation of our firms, a qualitative overview of what these
firms do, and some basic data about them. The firms get a presence on the site.

After the respondent has registered and been validated, the next phase is a survey. We have
decided to split the survey into two parts, in order to facilitate getting the most important
information first and avoiding survey fatigue. A respondent who is willing goes on to Survey —
Part 4 after finishing Survey — Part 3. Thus, the first component of the survey contains the
most crucial information for our study; the second component contains important but less
crucial data. All of this survey information is private and is not shared with the public.

The specific questions that we ask for the validation, registration, and survey phases are

described and illustrated after Table A.1. Figures A.1 through A.3 illustrate this process with
prototypes developed by Harvest Digital Planning.
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Ongoing Issues
There are a number of ongoing issues about the data that we need to work through.

Harvest/Crowdspot will host this site for one year. After that, the site needs a new owner to
maintain it if it will continue. This is important but not pressing.

122



Table A.1. Platform Logic in Various Time Horizons

Purpose

Initially

Possible near-term

Possible longer-term

Maker networking
and promotional
site

Maker promotional
and research site (I
think it would be
good to be clear that
makers taking part
in the site may at
various times be
required to take
part in the research
over the 3-5 years)

123

The display page should announce that these firms are
working in collaboration with IMAP and Melbourne
University on the Urban Manufacturing project, and give
background information on the UM project. (and state
government and neighbouring participating Councils??).

Also refer to more detailed fact sheet and references etc.

Allow participants to publically show a range of
information that serves promotional purpose (list on
previous page).

| imagine these details popping up once you click on the
business pin/name on a map

(Note: a mapping site in SA

. We
only provided a brief description and their website (note
these businesses were large companies to attract
investment for supply networks)

Expand to include many more
participants.

Allow comments to be made
about products and
businesses (would probably
need to be moderated)

Allow shopper (i.e. non-
makers) to enter their
experience of engaging with
local makers (including who,
where, why)

Allow businesses to
edit/update/remove
information (would require log
in).

Would need a terms and
condition and also the ability
to moderate before live in
case you get some out of the
box obscene entries. (it does
happen believe me).

There probably needs to be an
‘all rights reserved’ as the
length of the project and

Be integrated into broader
website that deals with a host
of urban manufacturing issues
(may be a different platform,
but same data set)



http://www.investnorthernadelaide.com.au/map/

Would be also good if we could have the businesses able
to be shown in list form (organisable by category type -
here)

Need to think about home businesses, as we wouldn't
want people listing their home address publically.
Actually some businesses might not want to specifically
list their location publically. If Homebased businesses are
placing a pointer to their location there could be an opt
out selection on displaying the address and only list
phone number and business name.

Ability to enter data from smart device. Field surveyors
may have tablets.

Must be visually pleasing enough for participants to feel
enticed into entering details.

| assume we'd want to maintain the ability to edit and/or
remove information.

funding and on-going
commitment to the site (just
in case)

Maybe a statement that it is a
research site with a
promotional benefit to the
small maker that will
potentially have an on-going
benefit to small makers in the
future
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Data collection tool

125

In addition to the information collected and made public
above, there are a number of other questions we would
want to ask participants.

Completing the survey should not be a condition of
appearing on the site. Makers can register and post their
company information on the site, and come back later to
fill in the survey. (this could tie in with the phase 2 stage
and while they are able to register some basic
information they would receive a reminder to complete
the more detailed survey otherwise they face the risk of
their information being hidden and not remaining a part
of the research??

Track linkages between
makers and their customers,
collaborators, suppliers,
financers, etc.

(It'd be great if we could have
this in the initial stage,
however | think it would
require too much time. Could
be an optional section to
complete)




Allow makers to nominate other makers to join the site.
Upon nomination, the nominator would provide some
information about his/her relationship with the nominee,
e.g., supplier, collaborator, friend, and frequency and
mode of interaction.

Tool automatically creates a distribution database so we
can email all registrants.

Study progress Include information about the study, links to partner sites
information (IMAP and Councils), progress to date (and state
dissemination site government and any relevant resources)

(optional)

126




Survey logic — Mapping Melbourne's Makers

Preamble

As a small manufacturer and maker you have an opportunity to contribute and shape the way the
inner Melbourne area is focusing on small makers. Through research conducted by the University of
Melbourne and the IMAP Councils we are investigating the role played by small manufactures and
makers in the inner Melbourne area. While a host of business types locate in industrial zoning, the
focus of this study is on local businesses that make a physical product (including prototypes) in
Melbourne and have fewer than 100 Employees.

Urban Manufacturing Project

Survey Design

Part 1 — Are you a small maker? (validation)

Introduction and additional eligibility criteria
- What does your business make? Please list up to five things.
- How many employees does your business employ (FT/PT/casual)?
- In what suburb and state is your business located?
- Firms with 100 or fewer employees will be allowed to register
- Firms anywhere in metropolitan Melbourne will be allowed to register
- We will also include a checkbox for agreement with the terms and conditions, terms of use,

etc. This will outline what is visible, not visible, etc.

Part 2 — Register you business

About your business:
1. What is the name of your business?
2. Whatis your firm address? (Note: this will be shown publicly on the map)
3. Please select the types of goods you produce (choose all that apply):

Food or beverage

Furniture, floor coverings, or housewares
Textiles

Clothing, footwear and personal accessories
Wood products (aside from furniture, floor coverings, or housewares)
Glass and glass products

Ceramic, clay, or concrete products

Metal products (excluding jewelery)

Plastic products

Jewelery

Motor vehicle parts

AT T TR0 an oo



Electrical and electronic goods, including computing products
. Hardware, building and garden supplies

Recreational goods

Pharmaceutical products and toiletries

Scientific or biotechnical

Chemicals, fertilizers, and cleaning products

Paper or paper products

Printing, publishing, screenprinting, or typesetting
Reproduction or publishing of recorded media, including software publishing
Sounds recording and music publishing

Installation art or sculpture

Set and prop production

Other (please specify):

X$<EemvwooDOS5 3T

Notes:
- Wecanalsoin include sub-categories once user click on the categories (if required — | don’t

think there is a need - JD)

4. Tell us the story of your business, what you make, etc. (Note: this description will appear on
your profile on the website)

5. Your website (if applicable) (Note: this description will appear on your profile on the
website)

Contact details:

6. Name
7. Email
8. Phone

9. Password

Notes:
- After registration submission our concept was to prompt people to complete the short

survey. The strategy was to initially draw in as many people as possible while reducing the
attrition rate. As discussed, as we include more question there is greater risk of people
dropping off.
- If we want to include more research questions before making the business visible on the
website we can either:
o Include additional questions in the registration; and/or
o Instruct the business to complete the short survey before they can be visible -
‘Great, thanks for registering. Your nearly visible on the site... all you have to do is
complete this short 10min survey’.

Part 3 — Take the short survey to help with our research

You appear to be one of Melbourne's small urban makers! We'd like to collect some more
information from you to assist in our study of the sector. We'd also like to give you a platform in
which to present your product and be 'put on the map' of Melbourne's maker community. Thanks in

advance for your time!
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The following details will not be public and are purely for the purposes of our study into the
contribution made by Melbourne's small urban manufacturers and makers.

About the Respondent

1. Whatis your role in the business (check all that apply)?

a. Founder

b. Founding Partner

c. Sole Owner

d. Manager

e. Non-founding Partner
f. Other

About the Business

2. When did you start producing in your current location?
3. If applicable, where did you previously produce this product?

4. Atyour production site at xxx (automatically fills from past question), what other business
activities do you undertake? Multiple tick box with following options

Product Marketing Direct to Training Warehousing | Other
design public sales / storage

Product service

5. How much production space and office space do you occupy at your current premises
(square metres)?

6. Where/how do you sell your product (please select all applicable):
a. Onsite (i.e. at the point of production)

At stores in Melbourne

At stores outside of Melbourne but in Australia

At overseas stores

Online(through third party websites)

Online (through own website and email requests)

Other

e

Firm Location Choice

7. Do you own or rent your premises?
8. Within the next five years do you expect to relocate your firm?:

l. No — wouldn’t consider relocation.

II.  Yes—toexpand operations in other location.

lll.  Yes— potential forced relocation by landlord.

IV. Cease Operations.

Where - suburb option
Why — drop down box of options
If “Yes” to relocation, where would you consider your new location to be?

within Inner Melbourne
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within Melbourne (remainder)
other Victorian location

Interstate

Overseas

(please specify approx.
timelines............. )

9. Arethere any threats in 2015-2016 to the continued operation of your business? (top three
or list) (2016 will be here and gone before we know it, do we want to extend out to 2017
considering the study will be 3-5 years)

End of Product Inadequate | Poor Cost of Cost of Availability
lease or failure space for facilities rent regulatory | of labour
lease production compliance

termination

10. | WOULD LIKE A QUESTION ON HOW OFTEN FIRMS USE LOCATION-BASED SERVICES. |
ENVISION ANOTHER QUESTION, SOMETHING LIKE THE FIRST FEW LINES OF THE ATTACHED
TABLE, BUT OF COURSE IN THE NECER CROWDSPOT FORMAT. JD
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How many times in the past month have you accessed the following resources for business

purposes, and how did you access them?

Times in % onthe | % by % in
past month | phone email person
An airport
A freeway/highway
A sea port

Customers in the Melbourne CBD and inner
suburbs

Peer firms in the Melbourne CBD and inner
suburbs

Suppliers in the Melbourne CBD and inner
suburbs

Services (eg legal, finance) in the Melbourne
CBD and inner suburbs

Business support services (eg. Incubators) in
the Melbourne CBD and inner suburbs.

Customers elsewhere in Melbourne

Peer firms elsewhere in Melbourne

Suppliers elsewhere in Melbourne

Services (eg legal, finance) elsewhere in
Melbourne

Business support services (eg.
Incubators)elsewhere in Melbourne

Customers elsewhere in Australia

Peer firms elsewhere in Australia

Suppliers elsewhere in Australia

Services (eg legal, finance) elsewhere in
Australia

Business support services (eg.
Incubators)elsewhere in Australia

Customers overseas

Peer firms overseas

Suppliers overseas

Business support services (eg.
Incubators)overseas

Locate close to peer firms
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Part 4 — Remaining research survey questions

About the Respondent

1. Whatis your sex?

2. What year were you born?

3. In what country were you born?

4. Where do you live now? (Country, State, Suburb)

Education

Academic

Small Business

Large Corporate Business
Government
Non-Profit/NGO

Other

w0 oo oo

5. Whatis your educational background?
a. High school diploma

Some university

Undergraduate degree

Post-graduate certificate

Post-graduate degree

©ooo o

6. If applicable, what discipline(s) did you study in university?

Firm Location Choice

If “Yes” to relocation, estimate what proportion of your employees do you think would be willing /
able to access you new potential location?

11. Do the team members / staffing at your location effect your decision on which location you
choose?
Yes
No

12. If you had to speculate on your business plans over the next year, do you :
Growth Expectations
V. Expect to grow
VI. Expect to stay the same
VII. Expect to decline

Firm Outputs

7. What was your business turnover in:

a. 2014-2015
b. 2013-2014
c. 2012-2013
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d. 2011-2012
e. 2010-2011

8. What was your investment in capital in:
a. 2014-2015

2013-2014

2012-2013

2011-2012

2010-2011

®Poo o

9. What was your investmentin land in:
a. 2014-2015

2013-2014

2012-2013

2011-2012

2010-2011

oo o

10. How many employees did your firm have in
2014-2015
2013-2014
2012-2013
2011-2012
2010-2011

® oo oo

11. What was your investment in labour in:
a. 2014-2015

2013-2014

2012-2013

2011-2012

2010-2011

©oooo
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MELBOURNE

MADE ABOUT SIGNIN

WANT TO BE ADDED TO THE MELBOURNE MADE LIST?

Adding your company will help you get exposure and
connect with other companies in your area. To get
started, let’s see if you're eleigible.

Enter your address (primary place of production)

How many employeess do you have?

Do you make physical items?

on our site. Ple

FIGURE A.2. SAMPLE VALIDATION PROCESS
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MELBOURNE

MADE ABOUT SIGNIN

CONTACT DETAILS

Tell us the best ways to get in touch with you.

Your business website

Contact Name

Contact Number

Contact Email

SUBMIT YOUR LISTING FOR APPROVAL

BACK

THANKS FOR YOUR REGISTRATION
\ il should

ind ) 5 / \ = L /. -
TAKE THE SURVEY No Thanks

FIGURE A.3. SAMPLE REGISTRATION PAGE

136



APPENDIX B. OUTREACH PLAN
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manufacturing Inner Melbourne Action Plan
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makers.melbourne Outreach Plan

Project Name: IMAP Urban Manufacturing Project TRIM Ref: 23/6/2015

O VT \ircinia Miller 9209 6361 Department: City Business

Purpose: To provide an outreach and action plan to all stakeholders to ensure the successful implementation of makers.melbourne

Introduction: The project will survey a range of manufacturing and maker businesses located in nominated inner metropolitan municipalities, to better understand the
intentions of those businesses with regard to future expansion, contraction or relocation. The project will identify the factors that influence small urban manufacturing
employment growth, and will recommend initiatives to encourage further growth.

In particular, the Project will carry out market surveys and conduct research to gather robust economic, business, employment and property market evidence and identify
any barriers or opportunities for business and innovation.

Management and Resourcing: Jennifer Day (University of Melbourne) and Virginia Miller (City of Port Phillip) will manage the project. Collaboration with the Economic
Development teams within each of the six (6) Councils (Port Phillip, Melbourne, Yarra, Maribyrnong, Stonnington and Moreland).

Context: The focus of this study is on small urban manufacturing. Accordingly, we have identified and limited our study to the following description of firm size:  Very
small: 1-5 employees Small: 1-20 employees

Contents: There are a number of important industry sources that contribute to the maker community to focus efforts. These area detailed in following sections and
include:

Communication Action 1 - Established businesses within IMAP municipalities.

Communication Action 2 — Makers spaces.

Communication Action 3 — Industry associations and events.

Communication Action 4 — Other — Farmers markets, craft markets, home based business, hobbyists.
Communication Action 5 - Major stakeholder platforms, managed by Virginia and project working group.

Communication methods: To target each specific industry source, a number of modes of communications will be undertaken as follows:
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Type of business

Email contact

Phone Contact

Personal Visit

Established businesses within IMAP Yes Yes — follow-up Ad hoc
municipalities

Maker-space Possible Possible Yes
Other - Market No No Yes
(both farmer and craft)

Industry Association Possible Yes — discussion on understanding Possible.
Association Event their representatives and possible Yes

events.
Yes

The following sections detail each industry source in further detail.
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Communication Action 1 - Established businesses within IMAP municipalities

This action is considered the most critical stage of makers.melbourne marketing and involves analysis of each precinct and Council (as available) database, in collaboration
with the Economic Development teams to target small urban manufacturers.

teams
Student assistance

database and utilise detailed database of
each city / municipality from their relevant
economic development officers. (in line
with ABR and Council guidelines)

City of Melbourne — Matt Willcox
City of Yarra - Kim Swinson

City of Stonnington — Jessica

City of Maribyrnong — Phill Loader
Moreland City Council — ML and
Jeremy Liddy

Student assistant

Responsible Support
Technique Action / task Staff Staff Notes
Economic development | Understand key elements of Council City of Port Phillip - Virginia Miller | Jennie Day Refer attached maker email

for circulation

Area / Maker visit.
Physical interaction with
known makers.

Physical review of each area (refer
attached maps) to make contact with
makers, including phone conversation and
‘walk-in’ to discuss the project and
makers.melbourne.

All as appropriate.
Lead by University of Melbourne,
Jennie Day.

Virginia Miller

Virginia Miller preparing
makers.melbourne business
card. Distribution of 1000
cards per council.

Propose a target of 20 makers
per municipality.

Existing business - core precincts (refer Attachment 2 maps)
Established Businesses within industrial and commercial zones are core focus of study (approximately 80% of efforts).
This task involves liaison with Council and physical ‘on the ground’ area reviews within commercial / industrial zones that may be under pressure for re-zoning:

Performance Measures

The student assistant will prepare a full list of contacted businesses, method of contact, successful conversion to registration and follow up commentary as per

below table
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Where available, the Economic Development team within each municipality may be able to assist to:
e provide a list of businesses in their boundaries
e identify key contact information (email and phone contact) for survey.

Municipality Key commercial / industrial precinct Makers details Registered (yes / no) Follow-up phone (yes / no)
Melbourne North Melbourne,

Fisherman’s Bend.
Port Phillip Fisherman’s Bend

South Melbourne

Stonnington

High street commercial

Moreland

Areas defined within the Moreland
Industrial Land Strategy (MILS).
Sydney Road corridor

Maribyrnong

Newport precinct
Ballarat Road precinct

Yarra

Cremorne
Collingwood (fashion and furniture),
Abbotsford Gipps St precinct.

The following table provides an overview of the marketing and outreach plan, including the target geographies, target makers and the expected communication method.
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Geography Makers target

S, N — Communication Documentation
arget 20 makers per municipality e ——
4 A / £ . . R 4
Major focus on key growing and declining industries \ Priority 1 - Email all relevant makers.
— City of Melbourne (target 5 - 10 makers per sector): eEconomic Development team database. (week 1) Record all makers contacted by
L eBeverage Manufacturing *Identify success rate. email, visit or phone.
eFabricated Metal Product
r ~  Food Product Manufacturing _ "
® Furniture and Other Manufacturing
City of Port Phillip : m::\:‘f’;x::g Eg‘e‘:’e’::"t Manufacturing [ Priority 1 - Visit any Maker Space. [
L « Paper Manufacturing e Discuss project and potential email database of makers. = Be"ie"_" reg_istrati(_)n suf:cess _
« Polymer and Rubber Product | including site registration and
1 ) e Printing (including 3D) survey completion.
City of Stonnington  Textile, Leather, Clothing and Footwear Manufacturing (Priority 2. _ )
* Transport Equipment (ie. Bicycle)
_ * Wood Product Manufacturing ___| Phone call - follow-up. (Week 2) r
*Makers who did not register follow up phone call. Follow-up phone call with
r \ N / — identified makers who did not
— register
City of Yarra \.
Maker spaces (refer action comms 2)- Jallow two weeks) )
~ * Communication through maker space manager. rPriority 3 - Maker visit.
L Y 'Typ'f\a':y S°|el°pe"at°s' « Any identified Maker Space should be briefed on project.
Maribyrnong City Council o Visit may be required * Discussion with mane?ger on de.ltabase / email. .
'Home based 'hobby' makers / Farmers market makers I Other ad hoc as required to brief maker on project.
- (refer comms action 4)
— A ¢ Priority 2 maker.
land Ci i ¢ Potential phone call to discuss potential to expand
Moreland City Counci \__business to maker space / permanant space.
-

Dislocated firms: In undertaking the review of existing businesses, identification of recent no-operational business should be identified to assist future work in establishing if
these firms ‘closed’ or ‘relocated’ to premises outside of IMAP.
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Communication Action 2 — Makers space

In-depth interviews: For identified maker spaces, an in-depth interview of the owner / manager will assist to understand each maker within the space and if possible obtain

contact details.

Name Address Contact Email Comment SUM Responsible Registered
(yes/no)

Footscray Maker Lab 210 Whitehall St, See registration details TBC Yes
Footscray

Space Tank Studio 9 Warner St, See registration details J.Day Yes
Coburg North VIC
3058

Connected Community 5 Kent Ln, See registration details TBC Yes

HackerSpace Hawthorn

Melbourne Eastern See registration details TBC Yes

Suburbs Hackers

Pop and Scott Workshop 27 Hayes St info@popandscott.com | Primarily furniture.

Co-operative Northcote

Others as identified??
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Communication Action 3 — Industry associations

Name Address Contact Email Comment SUM Registered
Responsible
Maker specific associations
Australian 1/376 Heidelberg | 9856 1600
Furniture Road, Fairfield
Association Victoria
Australian Suite 1, 673 9800 3666 info@amtil.com.au Advanced manufacturing.
Manufacturing | Boronia Road
Technology Wantirna
Institute
Other business associations
Melbourne The Block Arcade, | 039639 6950 | admin@melbournebusinessnetwork.org.au, Covers all businesses not just
Business Suite 126, Level 1, makers
Network 100 Elizabeth St
Australian 161 Park Street, 9686 1500 Catherine Sekulovski National multidiscipline
Made. Suite 105 South catherine@australianmade.com.au association.
Melbourne
Australia’s office@vfma.org.au http://farmersmarkets.org.au
Farmers’
Markets
VECCI
Industry Events Industry events will continue to evolve as discussions with makers and stakeholders continue to identify potential events
Big Design
Market
Melbourne
Knowledge
Week
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Communication Action 4 — Other — Farmers markets, home based business / hobbyists
Craft and Artist Markets

Also of importance are displaced business from IMAP area selling goods and services within these craft and artist markets.

Please note, of most relevant within these markets are primary producers of skilled good and services.
Exclusion of non-maker imported products and non-manufactured goods etc.

Name Address Contact Email Comment SUM Responsible Registered
The Rose St. Artists’ | 60 Rose Street, 9419 5529 enquiries@rosestmarket.com.au | Weekends only Justin M Yes
Market Fitzroy
Flemington 448 Epsom Rd, Sunday, 9am to 2pm
Racecourse market | Flemington
St Kilda Foreshore The Esplanade, St | 9209 6634 Sunday am
Sunday market Kilda
Arts Centre Sunday | The Arts 9281 8581 Sunday am
Market Centre/100 St
Kilda Rd,
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Farmers Markets -

Also of importance are displaced business from IMAP area selling goods and services within these craft and artist markets.
Note, only makers or food manufacturers within these markets are considered appropriate for this study, not raw farm produce. For example, Kambucha tea makers, small
scale commercial food production etc.

Name Address Contact Email Comment Relevant stalls Registered
Coburg Farmers 180 O'Hea Street, 9419 0826

Market Coburg

Slow Food Abbotsford Covent, | 9419 0826

Melbourne Farmers'
Market

St Heliers Street

Fitzroy Street
Farmers' Market

Cnr Fitzroy St &
Lakeside Dve, St
Kilda

Don 0407 411
198

www.fitzroystfarmersmarket.com.au/

Carlton Farmers
Market

Carlton Primary
School, Cnr
Palmerston &
Rathdowne Streets

9419 0826

Collingwood Farmers
Marker

Collingwood
Children's Farm, St
Heliers Street,
Abbotsford

2nd Saturday of each month

Flemington Farmers'
Market

Mt Alexander
Secondary College,

0407 411 198

169-175 Mt

Alexander Road,

Flemington
Gasworks Farmers 21 Graham Street, 9419 0826
Markets Albert Park
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http://www.vicfarmersmarkets.org.au/market/slow-food-melbourne-farmers-market
http://www.vicfarmersmarkets.org.au/market/slow-food-melbourne-farmers-market
http://www.vicfarmersmarkets.org.au/market/slow-food-melbourne-farmers-market
http://www.vicfarmersmarkets.org.au/market/flemington-farmers-market
http://www.vicfarmersmarkets.org.au/market/flemington-farmers-market

Communication Action 5 - Major stakeholder platforms, managed by Virginia and project working group.

Estimated Responsible Support
Technique Action / task Cost Staff Staff Due Notes
Australian Business Re-engage ABR to update on project NIL Sandy Harris Jennie Day Oct 15
Register status with a view to establish contact
list. OUTSTAN
DING
IMAP web page Create content for Urban Nil Virginia Miller Jennie Day complete | Include handbook, link to
interface Manufacturing project on IMAP website Elissa McElroy digital platform,
and link associated documents, associated research
resources and digital platform
IMAP Councils web Create content for Urban Nil IMAP Councils Virginia Asap could link back to IMAP
page interface Manufacturing project on IMAP Steering Group page
Councils website and link associated representatives OUTSTAN
documents, resources and digital DING
platform
IMAP Councils Communicate project to businesses Absorbed within | Virginia Miller Steering Group | Done Issue one distributed 15
business unit E- through IMAP Councils business units e- | individual Jennie Day IMAP Councils Nov.
newsletters newsletters Councils online representatives
communication Eco Dev
e- Coordinators
communication
Estimated Responsible Support
Technique Action / task Cost Staff Staff Due Notes
Partnership Create content for Urban Nil Partner Steering Virginia Tbc
stakeholders website Manufacturing project on associated Group
link Partner websites and link associated representatives
documents, resources and digital
platform
Media releases Content development for promotion of | Nil Virginia Miller Project
launch of digital engagement web Jennie Day Management
platform Team

Harvest Digital
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Planning

Partnership Communicate project to businesses Absorbed within | Virginia Miller Steering Group
/stakeholder e- through Partner e-newsletters individual Jennie Day Partner
newsletters Partner online representatives
communication Partner Comms
e- Unit
communication
Industry journals Content development for promotion of | Nil Virginia Miller Project
launch of digital engagement web Jennie Day Management
platform to distribute to industry Team
associations and key networks
Industry e-newsletters | Communicate project to businesses Nil Virginia Miller Project
through industry association e- Jennie Day Management
newsletters Team
Diversity Mag (IMAP Content development for promotion of | Nil Virginia Miller IMAP Councils to identify
Councils community project and digital engagement community magazines
magazines) platform site and publications
Facebook Develop a Facebook strategy and Nil Thc Develop social media
content schedule
Twitter Promote project via Twitter Nil Thc As above
Pinterest Promote project via Pinterest Nil Thc As above
Instagram Promote project via Instagram Nil Thc As aove

148



Attachment 1 - Proposed maker.melbourne email
Do You Manufacture a Product in Melbourne? Do You
Know Someone Who Does?

urban )
manufacturing
project

© Space Tank Studio

Launched October 2015
The place to find the Makers of Melbourne
[o B

Support Melbourne’s small makers by spreading the word about the new makers.melbourne digital hub.

Makers across Melbourne are now able to showcase their business and product offer on an exciting new digital
platform http://makers.melbourne by acting as a hub for makers to showcase their product, connect with
suppliers, locate customers and contribute to research. The site aims to foster creative makers.

The site has been launched by five inner Melbourne councils, comprising of the cities of Melbourne, Port Phillip,
Stonnington, Yarra and Maribyrnong (IMAP) and the University of Melbourne. Collaborative partners also
include Moreland City Council and the Victorian State Government.

There is great value to Melbourne in nurturing small urban makers and innovators. The makers.melbourne hub
is part of a research project that will provide insights into how new forms of Australian manufacturing can be
supported and is expected to attract interest across national, state and local government areas.

The pilot site will create a network of creative makers and pinpoint clusters that build a network of
‘makerspaces’ across Melbourne to drive innovation and employment opportunities.

Help promote makers.melbourne by telling friends and creative maker businesses.
For more information contact Virginia Miller on 9209 6361 or vmiller@portphillip.vic.gov.au or visit
http://makers.melbourne and register your business.
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A partnership project

Inner Melbourne Action Plan
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Attachment 2 — IMAP industrial and commercial zone maps

City of Melbourne
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