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Charlie Karlsson® and Philippe Rouchy?

ABSTRACT

Large media clusters have emerged in a limited number of large cities, characterizing the
geographical concentration of the global media industry. This paper starts by exploring the
effect of the rapid advancement of Information and Communication Technologies (ICT) had
on the media economy. It concludes that the role of the “weightless economy”
on media cluster has enhanced its production and distribution functions. We review the
specificities of media cluster that ties agglomeration to creative, diversified attributes of
production and distribution. The implication is that media firms hold strong
tendencies to cluster in urban regions since they make full usage of its resources,
namely its export capabilities and import transformation strength. Finally, we invite
researchers to consider Jacobs’ metropolitan and global reciprocating system of city
growth as a valid unit for analysing media clusters. The question leads envisaging if
media clusters' strong metropolitan base allows them to grow further through globalised
circuits. The paper concludes that large, media clusters drive on intellectually dense network
of information, which can only be cultivated through large agglomerations existing capabilities.

Consequently, the research question focuses upon the economic role of knowledge in media
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creation and export replacement. We emphasize the strength of Jacob’s model of media cluster

for understanding its mechanism of value creation and endogenous system of globalisation.

Keywords: Clustering, media industry, agglomeration, weightless economy, creative industry,

globalization, regional development.
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|- Introduction to media cluster and knowledge dynamics

Since roughly the mid-90s, thanks to the advent of new information technology, the
interrelationship between ICT, the location of media consortium and their innovation processes
have become seen as essential features of agglomeration renewals. In many arenas, academic
research as well as policy-orientated projects have focused on understanding the factors operating
the re-organization of new media and their development in particular major cities and their
agglomerations. There are an increasing numbers of case studies that have investigated
particularly remarkable media clusters (Achtenhagen and Picard, 2011; Davis and al. 2009;
Picard, 2008 & 2010; Von Streit and al. 2010) which are used as either exemplary model of
developments or starting to question traditional industrial and economic growth policies. In this
paper, we will not address the policy implication of media cluster. We rather want to bring some
preliminary reflection on media cluster, the dynamic of knowledge and agglomeration. We think
it is premature to develop planning policies on cluster when the main issue remains to identify
properly the role of knowledge dynamics and its economic implication in both the constitution of
media clusters and agglomeration economies. To this moment, it seems unclear to what extent we
are able to draw the right lesson of the accumulations of cases on the innovative performance of
media clusters. In other words, we think that they are still space to investigate conceptually
and/or empirically appropriate analytical tools and knowledge bases on media clusters. Studies on
media cluster are relatively recent undertaken. One of the lines of study we pursue in this paper is
to what extend the Jacobian model of cities growth dynamics is an appropriate framework to
think about media clusters and sector specific knowledge change. In order to explain the issue of
knowledge dynamics in media cluster, it is necessary to consider the nature of new knowledge

created in new media industry and identify the best way we can clusters of the cultural industry.



Currently McCann'’s classification of industrial clustering (1995, 2001, 2004, 2008) is offering a
comprehensive overview of cluster’s types, either Marshallian type of agglomeration which he
calls the model of pure agglomeration, the Weberian type of cluster which is the industrial
complex cluster and the social network model of cluster which specifies type of relations between
agents in a network. If those agents are firms, then relation types can vary through joint venture,
lobbying informal alliance and reciprocal arrangements. Scott (1988) developed a geographical
version of social networks by working out the model of “new industrial areas”. It aims at
describing the characteristics and performance of industrial region. Researches distinguish
between the old industrial area such as Italy’s Emilia-Romagna and new industrial area such as
Silicon Valley (Scott, 1988; Saxenian, 1994; Castells & Hall, 1994). There are varieties of
research that work out the new and old social network theory in the direction of social capital,
creativity and space (Glaeser et al. 2000; Glaeser et al. 2002, Caves, 2000; Davis et al. 2012;

Florida 2002; 2005; Scott, 1998a, 2000).

It seems that the model of pure agglomeration would just fit the new media cluster. Despite its
unavoidable importance, notably in the study of the dynamics of productivity, it isn’t the best
theoretical instrument for media cluster analysis. The Marshallian model assumes that clustering
happens by localized external agglomeration economies. In this model, there are positive
agglomeration externalities, i.e. local information and knowledge spillovers, non-traded local
input and skilled labour pool. There are partial elements to consider and some to leave aside
(Karlsson, 2008 a&b). For that matter, let us review the existing literature developing the
Marshallian model in different ways. The first one is called the Marshall-Arrow-Romer (MAR).
This line of thought looked at what I would called the “increasing return theory of productivity”

which assume that increasing returns play an essential role in the explanation of sustained growth



(Krugman, 1991a&b). One of the refinements of the same principle is the “learning by doing”
taking place within a single location (Glaeser et al. 1992). We are inclined to think that the
endogenous theory of productivity is an imperious necessity in contemporary studies of
innovation and wealth creation (Shapiro, 2005). Nevertheless, concerning the study of media
cluster, we will logically prefer the second alternative of the pure agglomeration model proposed
by the “new economic geography” (Fujita et al. 1999; Fujita and Thisse 2002) and more
traditional approaches of urbanization theory such as Jacobs (1969; 1984). This second branch of
the pure agglomeration theory presents the clear advantage to deal with agglomeration diversity-
variety in relationship to the dynamics of knowledge. In the “new economic geography”, the
diversity thesis suggests that inter-industry spillover (Ferrando and al. 2008) is generally more
important than inter-industry effects (Pandit and al. 2002) to explain growth. As far as the theory
goes, the variety version of agglomeration theory is our starting point. We will narrow it down in

light of the sectorial characteristics of the new media industry.

The model of “new economic geography” stipulating diversity as a central component of the
clustering phenomenon is still grounded on the idea that knowledge and information sticks to
particular clustered localities. Although this is partly true for the media cluster, these are an
essential part of the story missing. Beside the problem of measuring “knowledge”, the media
cluster assumes both the stickiness of knowledge and the knowledge flows to the cluster. To be
more precise, the geographic location of cultural industries comprises a selective concentration of
media industry in large cities and metropolises organized in clusters (Scott, 2000; Braczyk, Fuchs
& Wolf, 1999; Kréatke, 2002; Kréatke & Taylor, 2004). Beside the aspect of clustering, some key
players in this industry are also multinationals with a global cultural presence (Morley & Robins,

1995; Robins, 1995; Pratt, 2000; Held et al., 1999; Karlsson and al. 2010; Scott, 1998b). Those



globalized consortium work with a worldwide network of subsidiaries and other branch offices.
They constitute a network of urban cluster of cultural production. Both their localized cluster and
their global metropolitan networks are the core of their cultural production. Both flow of
knowledge maybe considered contradictory according to the Marshallian pure agglomeration

theory.

For that reason, we find it necessary to reconsider essential elements of the new media industry
having in mind a tailor made dynamics theory based on metropolitan cities. As it is well known
in economics, the issue of knowledge capture is a recurrent issue forcing us to work with stylised
constructs, proxies and other conceptual ideal types. In addition, clearly, we are facing the same
problem here when dealing with both knowledge dynamics in the creative industry and
agglomeration effects. The existing literatures on creative industry (D. E. Andersson & A E
Andersson, 2008; Camagni, 2012; Karlsson, 2010; Power & Scott, 2004; Scott, 1997, 1999,
2000a&b; Zukauskaite, 2010) and media clusters (Cook and Pandit, 2008; Karlsson & Picard,
2011; Achtenhagen & Picard, 2011) offer partial but essential parts of the puzzle. Scott (2000a)
captures it nicely with the concept “multi-faceted industrial complexes”. To start unfolding this
puzzle posed by “multi-faceted industry”, we will address the media industry by looking at (1)
the advent of information technology in the new media sector creating a “weightless economy”,
(2) the key characteristics of media clusters, (3) a Jacobian metropolitan model of media cluster

and (4) concluding on further empirical issues.

2. New media’s ‘“weightless economy”



Economic geographers have accepted to a high extent the economic analysis of clustering
processes. They have done so stressing that social, cultural and institutional factors also play an
important role for clusters to develop, grow, possibly decline, and disappear (Martin & Sunley,
1996). Scott (1998b) claims, for example, that clusters can only create new knowledge and new
products and continue to grow if they have linkages with external markets and utilise a mix of
local and non-local transactions. Thus, the effects of local interaction and learning are much
stronger if they are continuously supported by impulses from other regions and clusters (Bathelt,
2005). In other words, economic geographers have well perceived the tension between local and
global economies within some kinds of clusters. To address this tension in their studies, they have
taken a classificatory approach (Potts & Cunningham, 2008). For example, Bathelt, (2005) has
suggested analysing clusters along five dimensions: i) the vertical dimension, ii) the horizontal
dimension, iii) the power dimension, iv) the institutional dimension, and v) the external
dimension. Far from denying the multi-layered structure of transactions taking place within and
between clusters, we are not inclined to think that large classification scheme will help solving

the issue of catching diversified “knowledge content”.

Some more promising venture in this domain should come from the reflection on technological
change affecting media clusters. Today developments within information and communication
technologies (ICT) stimulate the birth of new media services including the creation, manipulation
and distribution of digital content (Gillespie, Richardson & Cornford, 2001). An interesting
characteristic of these new services, which include software, databases, electronic libraries, new
media, videos, broadcasting, etc., is that they do not just embody knowledge — they are

knowledge and behave as such (Arrow, 1962; Feldman, 1994). These new services represent



what Quah (1999) calls “the weightless economy’

, 1.e., an economy whose products are non-
excludable, infinitely replicable and electronically transportable costlessly through space. Similar
to Arrow (1962) definition of knowledge, this observation could lead to the conclusion that the
location of the production of media products is a non-issue. Since there are no raw materials that
should be transported to the producers and no physical goods that should be distributed from the

producers to the customers, media firms could locate anywhere. Urban regions would no longer

host any clusters of media firms. So why do media firms continue to cluster?

The development of “the weightless economy” is not subtractive of existing economies, but
enhancing them through diversification and replacement. To reach this conclusion, we observe
tendencies of technology-related industry convergence (Rosenberg, 1963; Sahal, 1985; Dosi,
1988) in the emerging digital economy. There is indeed a breakup of old value chains (Ewans &
Wourster, 1997) followed by a new structuring of value chains, where takeovers and strategic
alliances play a significant role (Hagel 11l & Singer, 1999)*. There are today numerous claims
that industries like telecommunications, computing and entertainment are converging. This does

not mean that those industries will constitute industrial complex in the Weberian or Hooverian

® Quah (1999) indicates that “weightless economy” maybe also called “knowledge economy”, “intangible economy”,
“immaterial economy” or the “new economy”. Kling & Lamb (2000) suggest that the term of “information
economy” include all informational products such as publishing, R&D, legal and insurance services, entertainment
and teaching in all forms. In comparison, “internet economy” addresses only the products whose development,
production, sale or distribution is critically depending on digital technologies. Piazolo (2001: 30) defines the digital
economy as “an economy where both the modern (digital) information and communication technologies provide
worldwide access to almost any available information.”

* One example of the breaking-up of the value chains in the media sector is the increasing role of content

intermediaries (Hess and von Walter, 2006).



sense of the term. It certainly might evolve into one huge multimedia industry (Collis, Bane &
Bradley, 1997; The Economist, 2000) more akin to an endogenous growth of diversified services
within metropolises. This industry has received particular attention recently (Brail & Gertler,
1999; Egan & Saxenian, 1999). In addition, it is noticeable that such services variety and
volume may be best understood in relationship to new media convergence between
telecommunications, media and information technology sectors. It is certainly probable that the
great growth of services is due to the emergence of the Internet and its subsequent business

combination (see table 1 below by Kratke & Taylor, 2004).

Table 1
Service rank City Media rank Difference
1 London 1 0
2 New York 2 0
3 Hong Kong 20 -17
4 Paris 3 +1
5 Tokyo 18 -13
6 Singapore 12 -6
7 Chicago 24 -17
8 Milan 5 +3
9 Los Angeles 4 +5
10 Toronto 8 +2
11 Madrid 6 +5
12 Amsterdam 7 +5
13 Sidney 11 +2
14 Frankfurt 27 -13
15 Brussels 19 -4
16 Sao Paulo 25 -9
17 San Fransisco 33 -16
18 Mexico City 32 -14
19 Zurich 14 +5
20 Taipei 41 -21

Table 1: Top 20 service business cities rank by media connectivity. Source: Kratke & Taylor, 2004: 464.

Those combinations have increased the capability of existing networks to carry both

telecommunications and broadcasting services (Knieps, 2003). Developments in digital
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technologies and software are creating a large innovative technological potential for the
production, distribution and consumption of information services. Convergence, characterised as
the ability of different network platforms to carry essentially similar kinds of services, may have
very different faces: telecommunications operators may offer multi-media systems over their
networks; broadcasters may provide data services over their networks, cable operators may

provide a range of telecommunication services, etc.

A cursory look at Kratke & Taylor’s table above suggest that the positive differential between
service and media ranking confirm the role of metropolises and urban agglomeration such as
London, New York, Paris, Milan, Los Angeles, Toronto, Madrid, Amsterdam, Sidney and
Zurick. There is increasing evidence that the digital revolution actually reinforces the position of
leading urban regions (Castells 1989, 1996; Hall 1998; Wheeler et al. 2000). So why media
firms do cluster, when the technological opportunities have seemingly reduced the necessity of

proximity in operations between inter-linked firms?® Actually, it seems as if the clustering

> In the 1980s and early 1990s, some cyber prophets and technological optimists predicted that the emergence of
the digital economy would kill distance and make clustering in urban regions superfluous (Cairncross 1997;
Knoke 1996; Naishitt 1995; Negroponte 1995; Toffler 1980) and at the same time eliminate the scale
disadvantages of smaller and more peripheral regions. The basic idea was that the spread of the use of ICT has
the potential to replace face-to-face activities that formerly occurred in central locations. This alone would
strongly reduce or even eliminate agglomeration economies and hence make economic activities very “foot-
loose”. At the beginning of the 21st century, however, it has become clear that this picture is at least single-
sided. New technologies are likely to remain grounded in existing urban regions, which imply that these regions
will keep their locational attractiveness and that clusters will remain or even grow. In other words, ICT has not

rendered work and organisation “space less” (Neff, 2005).
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tendencies are even more dominant in media industries than in many traditional industries.
Ogawa (2000) shows, for example, that ICT development may not necessarily encourage the
dispersal of economic activities due to the network and technology effects of ICT infrastructure
supply. Cities are a means of reducing the fixed travel costs involved in face-to-face interactions.
Empirical results show that telecommunications complement them rather than exclude them

(Gaspar and Glaeser 1998).

ICT has an effect of enhancing exponential efficiency of transactions both in kind in cost. ICT
rapid diffusion reduced dramatically transport and communication costs altering the incentives
for clustering of media industries as well as other industries. It is too early to observe the
results of the diffusion of ICT but it is possible to identify some possible effects (Venables,

2001). ICT reduces:

e The search and matching costs in product markets but closeness by customers may

still be essential, in particular for products with rich and fluent characteristics.
e The direct shipping costs since many products can be delivered in digital form.

e The control and management costs for geographically and organisationally

fragmented operations.

e the cost of time in transit, i.e. the shipping to and communication with distant

locations.

e the costs of personal interactions but knowledge spillovers are stimulated.

e the costs of commuting and of travelling in agglomerations.

e the costs of replicating products and

12



e the costs of relocation.

These effects are not media-sector specific but apply to it. Furthermore, due to the cultural
character of the media sector‘s products, ICT might have stronger effects on it than on other
sectors. It is by no means statistically clear how significant these factors are in affecting the
clustering in the media sector. Nevertheless, it seems that ICT plays an essential part as a
multiplier in the contemporary diffusion of cultural services. It simply increases the number
and variety of producers’ services. We do not have a clear solution for appreciating the role of
ICT in productivity enhancement of media cluster since media firms add to their existing
physical value chain a virtual one having the effect of eliminating stages in the value chain itself
(Benjamin & Wigand, 1995; Ghosh, 1998, Bugge, 2010). As a result, we are clearly left with an
empirical issue to solve. A question remains: how the clustering of media sector functions as a

multiplier of differentiated services?

3. Key characteristics of media clusters

Clusters exist when there is a large enough concentration of media (and related) firms in a city or
a metropolitan area. Several firms are normally gathered in a specific, often central location in
the city, but the cluster may include other firms in the surrounding area®. An important

characteristic of clustering is that the firms share resources, such as labour, contract services,

® At the fundamental level, media differ because they involve a complex interplay among cultural, economic, and
political objectives. In media cluster development, issues of national and regional identity, language, and culture

play significant roles, as well as desires to promote domestic content production to counter foreign content.
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information and knowledge, and interact directly or indirectly for mutual advantage and benefit.
Those are some of the several obvious reasons to why media firms tend to cluster’. There is today a
growing body of literature dealing with media clusters and in particular with large media clusters
(van den Berg, Braun & van Winden, 2001), sometimes characterized as “global media cities”

(Kratke, 2003).

Table 2:

Region name CCIl Rank CCIl Employment CCILQ
Tle de France (Paris) FR 1 279 361 1,72
Inner London, UK 2 239 983 2,77
Lombardia,(Milan) IT 3 175 580 1,31
Madrid, ES 4 164 269 1,65
Cataluia (Barcelona) ES 5 139 278 1,26
Lazio (Rome) IT 6 113531 1,97
Danmark 7 98 866 1,17
Oberbayern (Munchen) DE 8 94178 1,57
Attiki (Athens) GR 9 88 195 1,47
Outer London, UK 10 86 884 1,43
Kozep-Magyarorszag (Budapest) HU 11 79 281 1,76
Zuid-Holland NL 12 78 183 1,44
Berks, Bucks and Oxon (Oxford) UK 13 76 097 1,90
Noord-Holland (Amsterdam) NL 14 74 685 1,80

" The media industry organized itself in cluster in order to be able to manage the high degree of interaction among
individual firms in short-project cycles, among large amount of specialities in order to produce diversified content.
Those clusters have significant networks in the agglomeration and with national and international players. Media
industries are organized in a specialized form of cluster designed to produce mediated content, such as motion
pictures, television programs/videos, broadcasts, audio recordings, books, newspapers, magazines, games,
photography and designs, websites, and mobile content for customers often are based elsewhere. These clusters
may have significant relations with other industries and clusters such as cultural industries (music and theatrical
performance; museums and heritage sites; festivals), sports and entertainment activities (professional sports teams
and venues and amusement parks), information and communication technologies (computers, software,
telecommunications), and hardware manufactures (television and radio receivers, set-top boxes, game consoles,

DVD players, etc.).
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Andalucia (Sevilla) ES 15 70914 0, 68
Koln DE 16 68 825 1,37
Stockholm, SE 17 68 212 2,87
Lisboa, PT 18 67 929 1,35
Berlin, DE 19 66 051 1,70
Veneto IT 20 61 285 0, 94
Niedersachsen DE 21 59 486 0, 68
Darmstadt (Hanover) DE 22 58 965 1,15
Piemonte IT 23 58 068 1,09
Emilia-Romagna IT 24 58 029 0, 95
Surrey E and W Sussex UK 25 57 837 1,40

Table 2: Europe top 25 regions for creative and cultural industry (CCI) and their employment®. Source:
Dominic Power (2011:9).

As mentioned in the introduction, spatial industrial clustering prevails within the media sector
especially in the form of agglomeration economy. However, one interesting question concerns
the qualification of distinctive aspects of the media sector. As identified through its weightless
economy, media clusters’ special traits are guided by fluid value chain grounded in large
agglomerations and having global reach. To be more specific, there are clearly metropolitan
characteristic of media products, such as their public goods character, the scale economy of
media production, its important circuits of distribution, its high degree of product differentiation,

its interdependency with advertising content®, and the existence of network externalities (Rosse

® LQ 1 is an indicator of CCI employment relative to the total employment of the region. If LQ > 1 it indicates an
over-employment of CCl in the region.

% Media’s economic activities have a strong advertisement component. They are directed towards entertaining and
informing, seeking to reach and influence a large audience. According to a traditional communication theory, it
involves a sender signalling a typically large numbers of receivers (audience), where the relationship between them
is one-directional and impersonal (Vogel, 1990). However, the existence of online-commentaries, letters to the
press, web-based debates, phone-in-programmes, chat-pages, blogs, etc. have radically changed the role of the
sender of information. See for example, the issue confronted by the UK newspaper the guardian

http://www.economist.com/node/21563334 The output of the media activities has to be distributed to the widest

possible audience, in order to maximise the returns on investment, making the distribution function a critical

15


http://www.economist.com/node/21563334

& Dertouzos, 1978 & Rosse 1979; Owen & Wildman, 1992). Following is a review of the main
characteristics of media clusters, namely (1) the role of creative activities, (2) the rapid evolution
of its products, (3) the organisation of labour in intra-inter projects structure, (4) the presence of

large media oligopoly and (5) the clustering of young firms as service suppliers.

1- Creative activities
Because many of the media industries are creative industries, they are within or closely related to
the cultural sector. The tendency of creative cultural industries to clusters has been documented in
the literature in recent decades (Scott, 1997; Hitters & Richards, 2002; Mommaas, 2004). One
important and fundamental characteristic of the media sector’s many activities is its relation
with creative activities. There is a constant need for creativity and innovation in the design
and development of their productions. Each output is a “one-off” item, which must be
experienced by consumers as new or different, even if minimally. Thus, the creation of media
output is heavily dependent upon small groups of talented people: books’ authors, actors’ crew
in film, musical bands, copywriters and designers of advertising, etc. It is well known that
creative activities only develop in specific milieu characterised by diverse activities and
competencies with synergetic potential, instability and uncertainty, great tolerance, and critical

mass (Andersson, 1985). Such milieus are normally found only in large cities.

2- Rapidly evolving
Another important characteristic of media products is that the short product cycles of cultural

content. It implies that important external advantages and stimuli are derived from the

determinant of economic success (Vogel, 1990).
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incentives of the media firms itself to generate competing goods and services (Maskell, 2001,
Malmberg & Maskell, 2002). Creative firms in media industries cannot reproduce indefinitely
earlier products limiting the advantage they could take from rent economies. Their ability to
generate new products is directly related to their ability to compete in the cultural market. This
market is made of customers’ choice for visually and functionally novel and/or superior
offerings to earlier products. This implies that it is critical for firms in media industries to
actively monitor the products of their competitors, and transform and improve their own
products accordingly. Presence for a media firm in a cluster with other media firms nearby
makes it easier to formally and informally monitor and study the production of others. This kind
of monitoring is an important part of the creative process, which stimulates innovation,
imitation and competition'® (Britton, 2007). Innovation in media industries is often incremental
and requires new combinations or applications of existing tacit and/or codified knowledge

building upon past creative successes and an expanding skill base (Wolfe, Davis & Lucas, 2005).

3- Intra-inter projects
A third important characteristic of the activities in important parts of the media sector is their

organisation in intra- and inter-firm projects. The production networks are set up on a limited

10 Competition in media market is achieved by product differentiation (Rosse & Dertouzos, 1978a). To avoid head-
to-head competition in homogeneous markets, media firms engage in Hotelling-type competition to distinguish their
content products (Hotelling, 1929). The maximum number of differentiated products in monopolistically competitive
markets is determined by exogenous variables, such as market size, distribution of taste groups, size of entry barriers,
operation costs, etc. Those are difficult for individual media firms to influence (Mankiw and Whinton, 1986;

Waterman, 1990).
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time span as a temporary project-based™. This type of governance is a solution to the issue of
coordinating of production known in the literature as flexible specialization (Piore & Sabel,
1984; Storper, 1997; Storper & Harrison, 1991; Storper & Venables 2004) which is very
common in the media sector (Starkey, Barnatt & Tempest, 2000; Sydow & Staber, 2002;
Mossig, 2004; Ferriani, Corrado & Boschetti, 2005). The flexible specialization model makes it
possible for the leading media firms to use the freelancers and the different small firms in the
media cluster as a reserve labour pool and to reduce risks by relying to a high extent on short-
term contracts (Christopherson, 2005 & 2006). Project-based production is true for film
production, music production, book production, software development, etc. Authors (Grabher,
2002; Pratt, 2002) have suggested that such project-based enterprises are the archetypical form
of the emerging new media industries, as well as of many industries in the cultural sector. Thus,
the single talented individual or small group of people are part of a larger production network
using a varied supply of specialists. In software development, continuous updating of software
demand the employment of large in-house as well as out-sourced teams of designers and
managers, preferably with good opportunities for frequent face-to-face communication
(Cusumano, 1991; Cusumano & Selby, 1996). Hansen, Vang-Lauridsen & Asheim (2005) stress
that in the entertainment sector, production systems often are based upon the assembling of new
teams of actors, writers and other specialised workers for each new project. Carefully
selected staff from different firms'?, which, for a limited period, dedicate some or all their
time to the tasks specified for the project, constitute such inter-firm projects. These inter-firm

projects are based upon a rigorous division of labour within the production chain, i.e. vertical

1 Many of the media sector products, like films, are produced in the form of projects, which run for limited periods.
12 These firms are overwhelmingly made up by small businesses, micro-businesses and self-employed free lancers,

which can be described as dependent entrepreneurs (Burton-Jones, 1999).
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disintegration, and a specialisation in small areas of production.

4 — Group of large global media oligopoly

A fourth important characteristic of the media industry is the existence of a group of large
global media oligopolists (McChesney, 1999), strategic alliances between such oligopolists and
mergers and acquisitions. One common picture of industrial clustering is the co-location of
many small firms in the same locality. Recognising the importance of large global actors in the
industry makes it necessary to think differently about media clustering. Obviously, large
anchor media firms may play a critical role for the clustering of small and medium-sized media
firms. To discuss the anchoring role of global media oligopolists in the clustering of media
firms, it is necessary to discuss some important characteristics of these firms (Chan-Olmsted &

Chang, 2003):

e They offer dual, complementary content and distribution services of media products.

e They rely on dual revenue stream from consumers and advertisers.

e Most media content products are non-excludable and non-depletable public
goods. Its consumption by one individual does not exclude another individual to
consume it. Instead, mass consumption adds to scale economies in production.

e Many media content products are marketed under a windowing process.
Distribution of a specific content is delivered to consumers via multiple outlets
sequentially in different periods.

e Media products are highly subjective to the cultural preferences and

dependant to the existing communication infrastructure of each geographical
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market. It includes the regulatory control imposed in different countries.

Today large media firms play a strategic role in the production and delivery of media products.
For example, only global firms can afford to deal with the multiple-levelled legal involved in
trade barriers, distribution exclusivities and other content repackaging to dub or censor.
Ultimately, it implies that corporate structure, strategy, management, and behaviour can have a

significant influence on industrial clustering of media firms (Fu, 2003, Hendriks, 1995).

5- Fairly young firms in clusters
A fifth important characteristic is that the firms in media clusters reveal a number of common
characteristics (Scott, 1996; Brail & Gertler, 1999; Egan & Saxenian, 1999; Bathelt, 2001). Most
of the firms in these clusters are young but often serve older, larger, established media firms.
Often existing only for a few years, they supply high-specialised services. They are normally
small in terms of employment. The local growth processes of many of the media clusters are
driven by innovative regional start-ups. Teams of entrepreneurs rather than individual
entrepreneurs play the role of “embryonic city economy” in Jacobs’ term. They relied heavily
on owner capital. These clusters emerge in inner cities rather than in sub-urban locations

(Storper & Christophersen, 1987; Eberts & Norcliffe, 1998; Brail & Gertler, 1999).

The five characteristics of media clusters are based on the ability of media firm to use local
producer of services. In the same time, they use the metropolitan markets to have access to a
large pool of services suppliers, which allows them to build a reasonably complete work

organization. It allows the clustered media firms to use local suppliers without locked-in
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dependence toward them. There is clearly a homology between the advantage of cities and the
media clusters in the way they can use their rooting in agglomeration to project themselves in
global exporting ventures. For that matter, it is necessary to explicit further, how a Jacobian

model of the metropolitan economies can explain the dynamics of media clusters.

4. Toward a Jacobian metropolitan model of media clusters

There are a series of similarities between the way large cities are generating what Jacobs calls an
“explosive growth” and the way media cluster are behaving. Both successful media clusters and
cities have benefited from each other through the enlargement of their local market but their ability
to generate global exports (Fuchs, 2002). In this section, we will review some of the advantage
large agglomeration brings to the creative milieu necessary to support a vibrant media clustered
industry. The interplay between media cluster and agglomeration economies leads us to consider
the Jacobian model of cities’ economies. We propose to revisit media cluster in the light of Jacobs’
“reciprocating system of city growth” (1969). This system explains the innovation process thanks
to two stages. The first stage (fig. 1 called “metropolitan system’) shows how an agglomeration
can reach a critical size thanks to its production and exportation of goods and services. In turn, the
growing importation is an engine to renewing the production. The second stage (fig. 1, called “the
global system”) is the logical extension of the first one through intensified import replacement,
which allows the development of global versatile export. In turn, this global export increases the
scale and scope of importation, which affect accordingly the replacement of import. In Jacobs’
research, only large cities are able to generate a diversity of human activities and interests that
continually create streams of public goods. In other words, it sustains the workings of what

Scott calls “the creative milieu”. Socialization dynamics ensure the preservation and
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development of local knowledge under the exposure of global information and knowledge
flows. Hence, the clustering of producers in the new media field should occur “where new
communications technologies are insufficient to capture the full range of human expression

. clustering of producers will ... occur in particular places, namely those that afford a
large degree of chance and random encounter with both similar and different producers,
and users” (Pratt 2000: 429). Large cities also offer “institutional thickness” (Amin & Thrift,
1995) overlapping webs of supporting organizations’®, such as financing organizations,
chambers of commerce, local and regional authorities, marketing, innovation and business
support agencies that “create synergy, and a collective sense of identity and purpose within a
cluster” (Bassett, Griffiths & Smith, 2002). These features and the fact that media
production requires the overlapping skills of a highly differentiated workforce (Pratt, 1999)

imply that full-blown media clusters are normally only present in large cities.

Urban media clusters with both strong intra-regional and strong global networks are essential
to explain their innovation dynamics. They have the potential to become worldwide
forerunners because the critical mass they have acquired from their growing activities in
metropolises allows them to develop versatile exports. Whereas strong intra-regional networks
facilitate competitive and creative production, global networks provide inputs of external
knowledge and access to distant markets. They have an innovative function,
which is to reduce the risks urban media clusters from becoming inflexible. Therefore, a

combination of strong intra-regional and strong global networks offers the most favourable

3 Amongst those institutions, key infrastructures are schools, colleges, universities and training centres. They secure
a continuous supply of skilled and specialized labour. Public-private partnerships promote urban renewal and certain

technological, creativity and innovation schemes.
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conditions for an enduring ability and capacity to secure the long-term competitiveness of
urban media clusters (Storper & Harrison, 1991; Freeman, 1995; Marcusen, 1996; Freeman &
Soete, 1997; Ernst, 1999). Here is a revised schematic of Jacob’s combination of metropolitan

local market with media cluster’s ability to export globally.

Figure 1:

Metropolitan system 1
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Export multiplier added
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Global system 2
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Figure 1: The Jacobian model of agglomeration growth for media cluster. Source: Jacobs, 1969: 260.

23



The media value chain is continuously changing not least due to organizational and
technological changes including an increasing digitalization but also due to changes in
transport costs and distribution systems'. Seen from a growth perspective, this implies that
characteristics of functions within the media sector (ICT, flexible specialization and
high diversity, etc.) are not only out-sourced but often also relocated from media
clusters to other locations nationally but also increasingly internationally, i.e. off-shored
(global distribution and diffusion, advertising, oligopoly, alliances etc.). However, many media
functions continue to be clustered irrespectively of technological changes and reductions of
transport costs and some media functions might over time even become more clustered. The
Jacobian model of media cluster proposed above is articulating explicitly the fact that urban
clusters can never be studied successfully without considering their inter-regional, national
and global connections®. The increased importance of global links does not imply that the
intra-regional links in clusters lose their importance. What is important for urban media
clusters is that they succeed in combining high quantity and high quality intra-regional
networking with high quantity and high quality global networking. Certainly, successful urban

media clusters need to preserve strategic positions in the organizational structures and

Y Driver & Gillespie (1993), in their study of printed magazines in the UK, show that the creative tasks of
conception, design and editorial as well as the preliminary production stage of typesetting and reproduction remained
firmly tied to London while the printing of magazines was decentralized from London.

15 Many authors have not fully understood the Jacobian model misrepresenting what globalization implies for firms
and regions. They take the globalization process to be morally negative in fading the national cultural identities
through an increasing of geographical mobility, the worldwide migration and the resulting ethnic hybridization and
apparent cultural homogenization (Zukin, 1995). Some authors have argued that due to the rapid advance of
globalization, economic structures and flows are increasingly becoming disembedded from regional contexts. Hence,

they conclude that regional embeddedness is losing its importance (Thurow, 1996).
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networks of global players but this is impossible if the intra-regional networking is not of a

high quantity and quality.

At the bottom, the interrelation between the media clusters based in metropolitan cities and
their international reach is explained by the dynamics of economic growth. Jacobs’ model
explains how media clusters are able to function as import replacing multipliers. They
generate versatile export, which in turn add-up to the global export capabilities of clusters.
To specify a little further this virtuous circle, let us look at the linkage between media
cluster industry anchored in metropolises and their global reach. Media clusters are anchored
in metropolises because they create a number of projects that engage a large number of different
specialists on a temporary basis. Only a relatively large cluster will offer a diverse enough supply
of specialists to make such projects economically feasible. Further, they do not always restrict
their activities to the local economic milieu. Because of global competition and the need to
serve demand elsewhere, media clusters are able to take advantage of economies of scale. Some
media firms extend the geographical scale and scope of their external linkages (Nachum &
Keeble, 2003). One important aspect of globalization is the continuous scaling-up of markets
and the increasing growth of transnational financial and economic networks (Sassen, 1994,
Waters, 1995). The critical challenge for urban media clusters is to secure enough synergies
between the global and the intra-regional networks to expand import-replacing multipliers in
order to add export multiplier. Urban media clusters that successfully secure these synergies
might be characterized as global media clusters (Sassen, 1994). Successful global media
clusters are those whose networks incorporate an adequate supply of quality knowledge,
creativity and design resources. This can only be achieved with the ability, willingness and

openness of local firms to cooperate with global firms to make use of external global sources
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of inspiration, information, knowledge and creativity. Media firms’ clear focus on the
combination of local and global resources systems is certainly a key to develop new superior

media products.

5. Further empirical issues posed by the Jacobian

innovation process

As suggested by the research in regional economics (Blien & Maier, 2008), urban regions and
large agglomerations in particular are engines of creative activities, innovation and subsequently
source of economic growth. The question that media cluster poses to the economics of
innovation is double: 1. What the Jacobian model of agglomeration growth says about media
cluster’s innovation? 2. How urban economists will empirically account for the intense
knowledge concentration, culture creation and service transactions taking place in media

clusters?

Media clusters research faces many challenges ahead including a better
comprehension of the social and economic processes underlying its economic development.
We think that the Jacobian model of urban media cluster offers several advantages over existing
Marshallian, Weberian or social networks models. We nevertheless are well aware that
empirical challenges to make this model work are still ahead of us. Let us review its advantages

and outline further research needed along the following four topics:

1. Defining the media economy. Researchers are continuously working on defining the media
economy (Gibson & Kong, 2005, O"Regan, 2011), since many are ad hoc and because on-

going technological and structural changes modify continuously its borders. Media cluster have
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fluid relations to other sectors in the economy and to the consumers. It makes the adoption of
traditional Weberian cluster irrelevant and the Marshallian in need of a strong specification.
Other approaches have emerged trying to capture an industry based on cultural services thanks
the sectorial approach, the labour market and organization of production approach (Scott, 1996
& 2001), the occupational approach (such as the creative class approach a la Florida (2002), and
the convergence of formats approach (Gibson & King, 2005). This diversity of perspectives
calls for a comprehensive framework reconceptualising the relation between creative

economy and the city (Pratt & Hutton, 2012).

2. Our solution is a Jacobian definition of urban media clusters based on her metropolitan
economics. The central element of analysis is Jacobs’ (1969; 1984: 193) proposition to consider

the city as a creative knowledge economy:

“Cities (...) vital functions are to serve as primary developers and primary expanders of
economic life, functions that work not in the least like perpetual motion. They require
continually repeated inputs of energy in two specific forms: innovations, which at bottom are
inputs of human insight; and ample replacements of imports, which at bottom are inputs of the

human capacity to make adaptive imitations.”

One can see how Jacobian urban media clusters can be conceived as creative clusters (Landry &
Bianchini, 1995). Jacobs identified well the relevance of tertiary activities at the urban level
(Jacobs, 1969, 1984, Simmies, 2002). Without the foresight given to us by the development of
new information, multimedia and telecommunications technologies, her approach brings two

essential insights on the role of knowledge in innovation: 1- Jacobs’ definition of “human
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insight” echoes Hayek’s “relevant knowledge” and 2- Jacob’s definition of “adaptive imitation”
echoes Schumpeter’s “new combinations”. Jacob’s approach of urban centres as “incubating
economic life” links more explicitly the urban economics of media clusters with aspects of

evolutionary economics accounting for economic development.

3. Jacob’s model offers a mechanism to evaluate value-creation in urban media clusters. The
superiority of Jacob’s model proposed in this paper is to offer a mechanism of evaluation of
value creation in media cluster through a genuine economics of socio-cultural knowledge. The
strong links between media industries and cultural industries underlines the importance of
immaterial assets™® in innovation process in this industry. In particular, value-creation in urban
media clusters is connected closely to the existence in the city of specific intellectual resources
present in unique creative characteristics through individuals and collective creative
processes, as well as through a variety of modes of distribution and consumption (Crane,

1992).

4. The Jacobian model explains endogenously the globalization processes in urban media
clusters. Large cities containing media clusters are today dominated by tertiary activities.

The Jacobian model used to describe its development processes does not led to a stochastic

®Hayek (1992: 50-1) gave a definition of “relevant knowledge” proposing to consider
the division of knowledge between skills and entrepreneurial ability: “Clearly, there is here a
problem of the division of knowledge which is quite analogous to, and at least as important as, the problem of the division of
labour. (...) “Skills” refers only to the knowledge of which a person makes use in his trade, while the further knowledge
about which we must know something in order to be able to say anything about the processes in society is the knowledge of

alternative possibilities of action of which he makes no direct use.”
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but endogenous characterization of the decline of some factors, a rejuvenation of other and a

growth of new ones (Johansson and al. 2001; Scott 1998b). This is the second aspect of

9517

P19

innovation contained in Jacobs’ “adaptive imitation”"'. Jacob’s model goes further in the
specification of the change of the units of economic analysis themselves. She indicates the
mechanics of import and export within urban economics allowing for the articulation
of the local and the global level. Further, she specified the dynamics of the urban media

clusters showing a distinctive urban tension allowing local systems to produce global services.

o Schumpeter ([1934], 2007) gave a definition of “new combination” as a fundamental phenomenon of
economic development: “It is the producer who as a rule initiates economic change, and consumers are
educated by him if necessary; they are, as it were, taught, to want new things, or things which differ in some
respect or other from those which they have been in the habit of using. Therefore, while it is permissible and
even necessary to consider consumers’ wants as an independent and indeed the fundamental force in a
theory of the circular flow, we must take a different attitude as soon as we analyse change. To produce
means to combine materials and forces within our reach. To produce other things or the same things by a
different method means to combine these materials and forces differently. As far as the “new combination”
may in time grow out of the old by continuous adjustment in small steps, there is certainly change, possibly
growth, but neither a new phenomenon nor development in our sense. In so far as, this is not the case, and
the new combinations appear discontinuously, then the phenomenon characterizing development emerges.

(...) Development in our sense is then defined by the carrying out of new combinations.”
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