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Abstract

Urban economic growth and industrial clustering is traditionally explained
by Marshallian agglomeration economies benefiting co-located firms. The
focus on firms rather than people has been challenged by Florida arguing
that urban amenities and a tolerant climate attract creative people, and the
firms they work for, to certain cities. We analyse to what extent these two
mechanisms affect the locational behaviour of Dutch fashion designers. On
the basis of a questionnaire, we find that urban amenities are considered
more important than agglomeration economies in entrepreneurs’ location
decision. Designers located in the Amsterdam cluster do not profit from
agglomeration economies as such, but rather from superior networking
opportunities with peers both within and outside the cluster.
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1. Introduction

The spatial clustering of industries is among the core research questions of
economic geographers. For long, explanations of clusters have been based
on the concept of agglomeration economies. It has become commonplace to
assume that three ‘Marshallian’ economies — specialised suppliers,
specialised labour and knowledge spillovers — drive spatia clustering of
industries (Marshall, 1920; Glaeser et al., 1992). Cultural industries tend to
cluster in dense urban areas where they play an important role in urban
economic development (Scott, 1996, 2000; Hall, 2000). Following the
traditional reasoning, Scott (2000, 2006) attributed the exceptional
clustering of cultural industries to the disproportionate advantages that
creative firms experience from co-location, transforming the cluster in a
‘creative field’. The received view on clusters has been challenged by
Florida (2002) who argued that spatial clustering — at least as far as workers
in cultural industries are considered — is primarily the result of amenities
that attract creative workers to live in certain cities rather than others.
Examples of urban amenities in such a broad sense are a tolerant social
atmosphere, ethnic diversity and cultural activities! In a similar vein,
Gottlieb (1995) found that urban amenities with respect to the residential

location of employees influenced the location decision of firms. The



presence of creative people would, in turn, attract business to these cities
interested in access to talent and ideas leading cultural industries to cluster

in certain cities.

The two explanations of spatial clustering of cultural industries are very
different, but not mutually exclusive. It may well be the case that
agglomeration economies and urban amenities both act as drivers of
clustering of cultural industries. In this paper, we explore to what extent the
locational behaviour and economic success of fashion design entrepreneurs
can be explained by alocal ‘people’s climate' based on urban amenities, or
alocal ‘business climate’ based on agglomeration economies. This caseisa
prime example of a cultural industry with a strong degree of clustering with
over one in four designers living in Amsterdam. We proceed as follows. In
the following section we give a brief overview of the literature on the
clustering of cultural industries. Section 3 describes our data collection and
descriptive statistics. In section 4 we present the results on the motives
underlying location choices. We analyse the determinants of entrepreneurial
success in section 5. Finaly, we draw some conclusions, derive policy

implications, and discuss issues for further research.



2. A Complementary Dichotomy: Agglomeration Economies vs. Urban

Amenities

Economic geographers traditionaly explain the spatial clustering of
industries by three different forms of positive agglomeration economies
(for a review, see Gordon and McCann 2000). First, the availability of a
pool of specialised labour benefits firms in clusters as it lowers the search
costs and improves the match between labour supply and labour demand.
Second, the local provision of inputs by specialised suppliers benefits firms
in clusters reducing transportation and transaction costs as well as lowering
costs of inputs. Third, loca knowledge spillovers between firms yields
advantages for firms in clusters as efficiency is increased through mutual

learning without financial compensations.

The first two forms of agglomeration economies reflect the benefits from
increased division-of-labour among workers and among suppliers. As such,
it is reminiscent of Adam Smith’s theory of economic growth in which
growth promotes efficiency through increased opportunities for division-of-
labour. In both cases, the cluster provides a local market, which is large

enough to render such specialised skills and specialised supply profitable.



The third form of agglomeration economies of knowledge spillovers is
different, and less undisputed, in that it refersto apure externality. For long,
economists have treated such spillovers as unbounded by space until Jaffe et
a. (1993) showed that spillovers between inventors (as proxied by patent
citations) occur much more often within regions than across regions. More
recently, Breschi and Lissoni (2003) confirmed this finding and also showed
that the local nature of knowledge spillovers is caused by dense local social
networks between inventors, which function as channels for informal
knowledge exchange. Once controlling for the social distance between two
inventors’, spatial proximity is no longer correlated with knowledge
spillovers. This suggests that simple co-location in a cluster is not sufficient
for knowledge spillovers to occur; rather, social networks are necessary to
exchange knowledge and not al firms are equally well connected, both
within a cluster and over larger distance (Bathelt et al. 2003; Bathelt 2005;
Giuliani 2007).2 Yet, because the density of socia networks is higher
within clusters than between clusters, co-location is expected to be, on

average, advantageous for firm performance (Sorenson 2003).*

The concept of agglomeration economies has been developed traditionally
with reference to manufacturing industries. However, the forces operating in
manufacturing may apply to cultural industries as well, where we define

cultura industries as all industries active in the fabrication of cultural



products characterised by symbolic value.® In stead of using the concept of
agglomeration economies, Scott introduced the concept of ‘creative fields,

which he defines as:

“... the locationally-differentiated web of production
activities and associated socia relationships that shapes
patterns of entrepreneurship and innovation in the new
economy. ... [T]he creative field functions as a site of (a)
entrepreneurial behavior and new firm formation, (b)
technical and organizational change, and (c) the symboalic
elaboration and re-elaboration of cultura products.”

(Scott, 2006, p. 1).

Even though Scott (2002, 2006) acknowledges that creative fields might
encompass different spatial scales, he puts a special emphasis on the
regional and urban level. He regards clusters in cultural industries as places
that are endowed with rich infrastructures of specialised production chains
and skilled workers. Note that the importance of local availability of
specialised suppliers and skilled workers refer to the first two forms of
Marshallian economies. Scott also speaks of creative fields as ‘places of
trust’. Trust in a creative field is important to facilitate interaction and

knowledge exchange, referring to the third form of agglomeration



economies. Interaction, collaboration and networking is especialy crucia in
cultural industries, where atension exists between their atomistic and hyper-
competitive market structure (Banks et al., 2000) and their need for
symbolic knowledge exchange (Asheim and Gertler, 2005; Vinodrai, 2006;
Asheim et a., 2007). Local communities of creative individuals provide the
basis for knowledge exchange in social networks on a quid pro quo basis
(Scott, 2000; Banks et al., 2000) similar to the role of social networks in

knowledge spillovers between inventors (Breschi and Lissoni, 2003).

A specific kind of knowledge spillover is the knowledge — or capabilities
put more generally — that is transferred between parent company and spin-
off. Several studies have shown that the performance of parent firms and
spin-off firms is highly correlated suggesting that entrepreneurs benefit
from the experience from previous employment (Klepper, 2002; Klepper
and Sleeper, 2005; Boschma and Wenting, 2007; Dahl and Reichstein,
2007). A smilar finding has been reported by AUTHOR REFERENCE

(2007) in arecent study of the global high fashion design industry.

Since most spin-off locate close to the parent firm, this type of knowledge
spillover tends to be geographically localised. The emergence and success
of a cluster can thus be related to the genealogy of firm formation with a

few founding fathers creating many successful offspring. This means that



the performance of cluster firms compared to firms located outside clusters
has to be analysed while controlling for differences in pre-entry experience
(Klepper 2007). In general, one expected those firms located in clusters to
have gained more experience from previous employment than firms located

elsewhere.

Cultural industries are generally even more clustered than manufacturing
industries, specifically in urban areas (Scott 1996, 2000). Given the short
product lifecycle of symbolic goods — which in fashion design is only six
months — there is a rapid turnover of ideas with the value of ideas decaying
rapidly in time and space. This implies that most spillovers are expected to
occur within the local creative field. By contrast, manufacturing knowledge
is of a more accumulative nature and more often codified in patents,
standards, handbooks and machinery. This means that such knowledge
remains relevant over a longer period of time and can be transmitted over
long distance at lower costs. Both aspects render global spillovers to be
more common in manufacturing industries in comparison to cultura
industries, and provides an explanation for agglomeration forces to be less
strong for manufacturing compared to cultural industries. A second
important difference between manufacturing and cultural industries holds
that the share of transportation costs in total costs is much lower in cultural

industries than in manufacturing industries. This is especially true for



cultural products such as fashion designs, music and film, which can be
transported at relatively low costs over long distances. This means that for
creative firms geographical proximity to clients and suppliers is expected to

be relatively less important than geographical proximity to peers.

The competitive advantage of clusters is then sustained by a dynamic of
intensifying agglomeration economies (Scott, 2006). Such a mechanism of
positive feedback was introduced by Arthur (1994) as a chance process in
which small differences in the spatial distribution of economic activity
might have drastic and lasting consequences — in effect locking it into an

‘oligopoly’ of afew large creative cities.

The Marshallian view on agglomeration economies and clustering has
recently been chalenged by Florida's (2002) work on the creative class.
Starting from the concept of class rather than industry, Florida provided a
new understanding of spatial clustering in cultural industries. According to
his Creative Capital theory the existence of an attractive people climate is
much more the key to success than an attractive business climate (Florida,
2005). Forida argued that members of the creative class, most of whom
working in cultural industries, have distinct locational preferences that are
driven by personal motives rather than business motives. They locate in

cities with certain amenities that fit with their values, aesthetics, lifestyles



and consumption patterns. Florida states that “... tolerance is the key factor
in enabling places to mobilize and attract technology and talent.” (Florida,
2005, p. 6) Cities “... that are open to immigrants, artists, gays and racia
integration ... gain an economic advantage in both harnessing the creative
capabilities of a broader range of their own people and in capturing a
disproportionate share of the flow [of creative class members] ...” (Florida,
2005, p. 7). According to Florida it is the quality of places that attract
creative people and because of their presence it attracts high tech industries
and cultural industries. The concentration of a diversity of talented people
powers the economic growth of creative cities. The central ideaisthat “...
tolerance and low entry barriers to human capital helps to attract talent and
that talent is in turn associated with high technology industry and regional

growth.” (Florida, 2005, p. 139).

Such a line of reasoning should also hold for entrepreneurs in cultural
industries, such as fashion design. Note that Florida (2002, 2005) does not
clarify through which exact mechanisms the local presence of a creative
class generates regional economic growth. In Florida (2002) it is argued that
some cities are home to a larger absolute share of the creative class, and
hence these cities experience higher growth rates compared to other
locations. Later Florida and Stolarick (2006) argue that the clustering of

creative people might stimulate regional growth through local knowledge
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spillovers occurring in (in)formal networks relation among creative
individuals. The latter is a typical externalities argument related to local
density, and is more in line with Scott’s creative field thesis (2006), and

Breschi and Lissoni (2003) work on co-inventors.®

Florida's explanation of spatial clustering in cultural industries is, however,
fundamentally different from explanations based on agglomeration
economies, because he reasons from personal motives of members of the
cregtive class rather than from the business motives of entrepreneurs.’
Following this reasoning, workers first decide where to live according to
their preferences regarding residential amenities (Storper and Manville,
2006). Firms then follow these decisions in their quest for qualified
workers. However, the cause-effect relationships are generally expected to
run both ways and statistically it is hard to distinguish between people
following firms and firms following people (Van Oort et a. 2003). Yet, in
fashion design most entrepreneurs are self-employed or employ only one or
two assistants. This means that the location decision from a worker's
perspective and from a firm's perspective coincide, which makes it possible
to analyse the relative importance of personal versus business motives in

location decisions.
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3. Methodology

3.1. Research design

The main question to be answered is whether agglomeration economies or
urban amenities trigger fashion designers to cluster in space. Put differently,
we ask the question whether business motives, especially related to
agglomeration economies, drive the location decision of designers or
whether personal motives, specifically concerning urban amenities, drive
the location decision of designers. As explained, with the large mgjority of
designers being self-employed or leading small firms, one can analyse the
business and personal motives simultaneously as the employer and
entrepreneur coincide. We did so by sending out a questionnaire to all

known independent fashion designersin The Netherlands.

In addition to comparing business and personal motives, we also estimate a
statistical model that explains entrepreneurial success by the persond
income of fashion designers. In this way, we can assess whether designers
in clusters benefit from co-location. Importantly, in this exercise we control
for ahost of other variables affecting success. Notably, we take into account

the size of the socio-professional network of an entrepreneur as a proxy for
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knowledge spillovers. This allows us to distinguish between benefits arising

from co-location and benefits stemming from social networks.

3.2. Data collection

We have collected data by a telephonic survey of all 1496 firms classified as
fashion designers in The Netherlands as registered at the Chambers of
Commerce. A total of 511 firms appeared to be (still) active in fashion
design. Others were active in a wide variety of fields, from graphic design
to interior design or teaching. Out of the 511 designers contacted, 275
guestionnaires were completed, resulting in a response rate of 54 per cent.
The responses are representative for the entire population concerning the

variables location and in terms of firm size in number of employees.®

3.3. Main variables

Similar to earlier results on the creative class (Florida 2002; Boschma and
Fritsch 2007), most fashion design entrepreneurs are located in cities. Here,
location refers to the business location of designers. Note, however, that
almost all designers live in the same labour market area (NUTS3 region) as
they work. Defining cities as municipalities with over 50,000 inhabitants,

over 60 percent of al fashion designers is located in cities while only 49
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percent of the Dutch population does so. This preference for city-life is most
apparent for Greater-Amsterdam, where 26 percent of all fashion designers
locate against less than 8 percent of all Dutch inhabitants. This renders the
location quotient of Amsterdam (i.e. the regional share of fashion designers
divided by the regional share of total population) larger than 3. Fig. 1 shows
the absolute numbers and location quotients for all 40 labour market areas
(NUTS3 regions) in The Netherlands. The location pattern of the fashion
design industry is in line with the general geographical pattern of the
cultural industries in The Netherlands, which tend to concentrate in the
Amsterdam region (Kloosterman, 2004; Van Aalst et a., 2006).

<Fig. 1 around here>

Most fashion design entrepreneurs are women, accounting for 80 percent of
all fashion designers. The lion’'s share (87 per cent) of all firmsin the Dutch
fashion design industry are self-employed. The remaining designers
generally have one or two employees, while only one percent exceeds ten
employees. Interestingly, most fashion designers (55 per cent) earn a low
income from their fashion design activities, where low income is defined as
less than 20,000 euro a year®. Only 21 per cent earn a high income over
40,000 euro a year, which leaves 24 percent with an income between 20,000

and 40,000 euro. These figures suggest that the group of designers is very
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heterogeneous, since many are struggling to stay in business and only a few

are prospering.

4. Locational preferences

To analyse the relative importance of business and personal motives in
designers location decision, we ask them about seven potentia factors.
Respondents have been asked to grade the extent to which each factor was
of no importance (grade 1), some importance (grade 2), or much importance
(grade 3) for their location decision. The first three questions concern the
importance of the proximity to suppliers, customers and fellow designers. A
high score on these motives indicates the operation of agglomeration
economies. The last three questions concern personal motives related to the
location of residence and reflect the urban amenities present in the place of
choice. We finally asked whether the location decison was driven by
reputation of the location. Such locational behaviour can be thought of as
imitative rather than autonomous. Reputation relates to both business and
personal factors, since the reputation of location may refer to the ‘place-to-

be' to set up your business or the ‘ place-to-be’ to live comfortably.
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Fig. 2 shows the average of these values for all respondents in The
Netherlands on the left side of the graph, and broken down at different
spatial scales on the right side of the graph. Note that we only asked
designers who had moved to a new location when setting up their business
amounting to 163 respondents. To see whether creative entrepreneurs tend
to settle in cluster, urban or rural locations, we differentiated the results for
Amsterdam, other cities with more than 50,000 inhabitants and the rest of

the country.

<Fig. 2 around here>

The results in left side graphs in Fig. 2 show that personal motives tend to
be more important than business motives in the location decision of fashion
designers. The average scores for personal motives are all higher than the
scores for the business motives. This suggests that location decisions of
fashion designers are indeed predominantly, though by no means

exclusively, driven by amenities of the residential environment.

Fig. 2 aso shows that those who value certain location factors as more
important tend to have chosen more often to locate in the Amsterdam
cluster. Indeed, with the exception of tolerant social atmosphere, t-tests

show that all location factors are significantly better met in Amsterdam than
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elsawhere in the country. Since many fashion designers are located in
Amsterdam, this shows that location motives and location decisions are
indeed consistent: Dutch fashion designers acted according to their
locational preference. Concerning Amsterdam, Florida' s creative city thesis
receives support predominantly because of attractiveness of cultural and

atmospherical amenities to creative entrepreneurs.

Even though we concluded from the results shown in left side graphsin Fig.
2 that Marshallian agglomeration economies (i.e. business motives) are
valued considerably lower in designers location decisions than ‘creative
city’ economies (i.e. personal motives), the right side graphsin Fig. 2 show
that the situation is more complex. Indeed, Marshallian economies might
not be valued highly, but they are important for startups in Amsterdam and
less relevant for designers located elsewhere. To the extent that
agglomeration economies are at play, this result implies that Amsterdam is
the only Dutch cluster of fashion design that has attained the critical mass

necessary to generate Marshallian economies for entrepreneurs.

Amsterdam also scores significantly higher on reputation. This indicates
that the Amsterdam cluster profits from a self-reinforcement mechanism: its
reputation as a fashion city attracts fashion designers whose presence adds

again to its reputation, et cetera’™ The importance of reputation as a
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location factor for those who choose to live in the cluster supports Scott’s
(2006) argument for creative fields enjoy self-sustaining agglomeration

economies,

5. Entrepreneurial success

Our results so far were based on the subjective perception and appreciation
of these various locational factors. The question remains whether, indeed,
fashion designers benefit from agglomeration economies, whether they are
aware or not. If agglomeration economies would operate in the Dutch
fashion design industry, designers in the Amsterdam cluster would

outperform designers outside the cluster.

5.1. Dependent variable

To analyse the agglomeration economies hypothesis, we are in need of an
unambiguous performance indicator. In cultural industries, however,
traditional proxies for success based on size or growth do not apply, as most
designers do not aim at growth. Profit, however, is also problematic as a
performance indicator, because profit figures are extremely volatile and — as

we discovered — often unknown to the designer. We therefore opted for a
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less ambiguous indicator: whether a designer earns more than 20,000 euro
per year from his or her fashion design activities, defined as a dummy
variable, named HIGH.INCOME.* This indicator yields two groups of
amost equal size with 55 percent earning less than 20,000 euro per year and
45 percent earning more than 20,000 per year. This dummy variable proxies
the extent to which fashion entrepreneurs are able to solely rely on their
design activities to make a living, or in other words, and corresponds with
Florida's (2005) view that the quality of economic growth is reflected in the

wages and income that people make.

5.2. Independent variables

» Agglomeration economies. To test whether agglomeration
economies exist in the Amsterdam cluster, we introduce a dummy
variable AMSTERDAM for those working in the labour market
region of Greater-Amsterdam (NUTS3 level). In this way, we can
assess whether co-location in the Amsterdam cluster contributes to
entrepreneurial success as proxied by the persona income of the

head designer.

However, the cluster benefits have to be assessed while including

aternative determinants possibly affecting the success of fashion designers
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(cf. Boschma and Weterings, 2005). From our theoretical discussion, two

aternative explanations for the superior performance of firms in clusters

were proposed: networking and pre-entry experience.

Networking. The questionnaire asked designers about the number of
collaborations with other fashion designers during the last year. Two
out of every five fashion designers collaborates with other fashion
designers. The number of collaborations varies between 0 and 50.
This number is captured by the variable COLLABORATION. The
guestionnaire also asked to those designers who had collaborated,
what type of collaboration was considered important for them (with
the possibility to mark more than one answer): collaboration in the
production of designs (COLL.PRODUCTION), collaboration in
marketing of designs (COLL.MARKETING), or collaboration by
information and knowledge exchange in genera
(COLL.INFORMATION). We wuse both the number of
collaborations and the type of collaboration considered as most
important as explanatory variables for success. In this way, we can
test the importance of networks as a source of competitiveness as

well asthe type that is most conducive for this success.
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Experience. Another important determinant of success is the
experience of an entrepreneur. Aforementioned  research in
industrial dynamics has shown that spin-off outperform startups
reflecting the experience inherited from the parent firm (Klepper
2002; Dahl and Reichstein, 2007). Experience is aso gained by
setting up severa firms and by managing your own firm for a
prolonged period of time. We thus include three variable to capture
experience: a spinoff dummy (SPINOFF), a serial entrepreneur
dummy (SERIAL), and the number of years a person has been an
entrepreneur  independently  from the type of industry

(YEARSENT).

Apart from the determinants of success related to co-location in the cluster,

networking and pre-entry-experience, a number of controls need to be taken

into account that are expected to affect fashion designer incomes.

Human capital. Human capital of the entrepreneur is also expected
to be an important determinant of personal incomes as it holds for
virtually all professions. In the Dutch fashion design industry, three
guarters graduated from a fashion design academy, which is part of

the Dutch higher education system. A dummy variable
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(ACADEMY) captures al designers with a higher education

background in fashion design.

Fulltime. One important and obvious control is how many hours a
week a designer devotes to fashion design. From the questionnaire
we know whether the designers works part-time or full-time, where
full-time is defined as working more than 32 hours a week on
fashion design activities. This is captured by a dummy variable
FULLTIME. The vast mgjority (81.1 per cent) of our respondents

are classified as full-timers.

Market segment. Fashion design is a peculiar market in that it ranges
from the design of simple T-shirts to works of art in haute couture.
Although the price for a cloth item goes up with the symbolic value
added, so does its exclusivity. Fashion designers active in the
volatile and competitive market of high fashion have a lower
average income, compared to those active in more commercialy
viable parts of the (mass)market. Fashion designers that work
freelance for large, mass-producing clothing companies earn more
steady and higher average incomes than designers who design very
unique pieces of clothing for small, shifting market niches. The

latter group considers themselves often as artists more than business
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people and accept lower income for more artistic freedom
(AUTHOR REFERENCE). We therefore introduce two dummies
for middle fashion segment (PRICE.MID) and high fashion segment
(PRICE.HIGH), both of which are expected to contribute negatively

to income compared to the omitted variable (PRICE.LOW).

Table 1 and 2 summarise all variables used in the various regression
analyses. Using a binominal logistic regression, we assess which
determinants have a significant effect on the persona income of Dutch

fashion designers as a proxy for entrepreneurial success.

<Table 1 around here>

<Table 2 around here>

5.3. Results

The correlation matrix between independent variables is given in table 3.

The correlation between the variables is low, except for

COLLABORATION and three variables denoting the type of collaboration.

Thisis to be expected because we only asked entrepreneurs with a positive

number of collaboration which type of collaboration they thought to be
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important. Because the number and the type of collaborations are
intrinsically related, and strongly correlated, we decided not to include them

in the same regression models below.

Regarding the correlation between other variables, a number of interesting
patterns can be discerned. The experience variables SPINOFF and
YEARS.ENT are significantly and positively correlated. This implies that
spinoff firms are able to survive for longer periods of time, compared to
other entrants in line with aforementioned research by AUTHOR
REFERENCE (2007) on the global high fashion design industry.
Furthermore, a positive and significant correlation between SPINOFF and
COLLABORATION shows that spinoffs tend to collaborate more with
fellow fashion designers, compared to other entrants. This may reflect that
spinoffs continue to profit from networks of the parent firm, as was found
by other studies as well (Sorenson, 2003; Klepper and Sleeper, 2005). A
positive and sSignificant correlation between AMSTERDAM and
COLLABORATION shows that fashion designers in Amsterdam are more
inclined to collaborate. This correlation is in line with previous studies on
(social) networking in clusters (Sorenson, 2003; Dahl and Pederson, 2005),
including studies on networking in design industries (Florida and Stolarick,
2005; Vinodrai, 2006). Finally, the correlation between AMSTERDAM and

SPINOFF shows that Amsterdam designers are more likely to be spinoff
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entrants compared to designers located elsewhere. These results are in line
with research on clusters as seedbeds of spinoffs (Klepper, 2002; Boschma

and Wenting, 2007).

<Table 3 around here>

Table 4 shows the results of the multivariate regression analyses. Model 1
presents the regression coefficients of the agglomeration economies variable
AMSTERDAM and our control variables. Here, we test for the advantage of
co-location of fashion designers in the Amsterdam cluster. The effect is
positive and significant reflecting the higher incomes of Amsterdam-based
designers compared to designers located el sewhere. Model 1 also shows the
coefficients for the control variables ACADEMY, FULLTIME,
PRICE.HIGH, and PRICE.MID. The control variables for higher education
and full-time employment have positive coefficients, as expected, but are
insignificant. Furthermore, designers active in higher price “artist” segments
earn significantly less income than their colleagues active in lower-priced
“commercia” segments. The effects of our control variables on income in

all subsequent regression models are similar to the results of Model 1.

<Table 4 around here>
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In the two subsequent models we test whether socio-professional
collaboration with peers affects income. In Model 2 we add the number of
collaborations and in Model 3 the types of collaboration that collaborating
designers find important. The number of collaborations contributed
positively and significantly to income, while collaboration in production is
the only type of collaboration that contributed to income. Networking — and
the alleged knowledge spillovers resulting from it — indeed contributes to
entrepreneurial success. The latter result on the type of collaboration reflects
that not all types of collaboration are important for success; only when
working together on the production of design benefits designers. We
understand this result as stemming from the highly tacit nature of
knowledge spillovers in cultural industries, which means that most
knowledge is transferred when two designers truly work together in the

design process.

Importantly, including the networking variables in our model renders the
AMSTERDAM dummy variable insignificant. Thus, agglomeration
economies are not contributing to entrepreneurial success. This result shows
that spatial clustering per se is not beneficial; rather, cluster-based designers
are more attractive as collaboration partners — both for peers inside and
outside the cluster — than designers located elsewhere. Indeed, 44 percent of

the networking designers outside of Amsterdam who did not collaborate
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locdlly, indicated to collaborate primarily with designers in Amsterdam,
while Amsterdam hosts only 26 percent of all designers. This implies that
the cluster functions not so much as alocal network, but rather as a national
‘hub’ of network interaction. Such an interpretation is further supported by
the positive and significant correlation between the AMSTERDAM and

COLLABORATION.

In Model 4 and Model 5 we include the experience variables. As expected,
spinoffs and the number of years of entrepreneurial experience are both
significant determinants of success. Seria entrepreneurship in fashion
design, however, does not affect success. Again, the AMSTERDAM
dummy is insignificant and its coefficient gets closer to zero compared to
Model 3 and Model 4, which further supports our conclusion that
agglomeration economies per se are absent. This reflects the positive
correlation between the Amsterdam variable and the experience variables.
Knowledge spillovers are not of a pervasive nature, but are specific to the
firm and its network. We conclude that networking and experience are

crucia determinants of entrepreneurial success.

6. Discussion
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Theories in cultural industries can be divided in the traditiond
agglomeration economies theory (Scott, 2000) and the creative-class theory
based on urban amenities (Florida, 2002). Statistical research so far,
however, has found it difficult to distinguish between the two on the basis
on employment and amenities data alone. Using a guestionnaire among
Dutch fashion designers instead, we find that the locational behaviour of
fashion designers is better explained by urban amities than by
agglomeration economies. The agglomeration economies thesis was further
analysed using data on the personal income of fashion designers as a proxy
for entrepreneurial success. Our study showed that Amsterdam-based
designers indeed have a higher income, but that their success cannot be
attributed to agglomeration economies stemming from co-location. Rather,
network ties with fellow designers and experience gained in the past explain
entrepreneurial success. Yet, these success factors are more commonly
associated with Amsterdam-based designers than with designers located
elsewhere® Co-location affects entrepreneurial success indirectly by
facilitating learning through increased opportunities to gain valuable

experience and socio-professional networking.
Our study has three important implications: methodological, theoretical and

policy-related. Methodologicaly, our study points to the value of

guestionnaires in studying locational behaviour in general and members of
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the creative class in particular. To delineate the creative class in a precise
manner, or a specific profession like fashion designers within the creative
class, questionnaires have the important advantage of direct validation by
asking people about the exact activities. What is more, one can directly pose
guestions regarding location decisions and the underlying motives, rather

than to derive them indirectly from aggregate data from statistical offices.

Theoretically, our results suggest that Florida's theory on location decisions
of the creative class is indeed an important supplement to theories in
economic geography and urban studies. Since most fashion design firms
consists solely of the entrepreneur, personal valuations regarding (urban)
amenities are an important part of location decisions. We also question the
notion of agglomeration economies as pure co-location advantages. Rather,
our result shows that cluster-based entrepreneurs obtain higher network
connectivity — both with peers within and outside the cluster - than
designers located elsewhere. The cluster functions not so much as a loca
network, but rather as a national ‘hub’ of network interaction. We
understand this result as stemming from the highly tacit nature of
knowledge spillovers in cultural industries, which means that most
knowledge is transferred when two designers truly work together in the
design process. The further development of cluster theories could benefit

from integrating theories of social networks and the social network analysis
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tools that have been developed within this field (Wasserman and Faust,
1994; Uzzi 1997; Giuliani 2007). A particular feature of such networks,
which has remained underexplored, is the role of strong overlap between
business and personal networks specific to cultural industries as supporting

trust among entrepreneurs (Scott, 2006; Vinodrai, 2006).*

Our findings for the locational behaviour and success of entrepreneurs in
cultural industries also deserve policy attention. In addition to Florida's
thesis, we find that socio-professional networks within a cultural industry
affect the reationship between the concentration of creative people and
regional growth. Our analysis shows that without experience and (social)
networks in the sector, it can be very difficult to obtain a sufficient income.
Low income is expected to discourage potentially talented designers. Thisis
why the shown importance of residential amenities should not be taken to
mean that local governments should concentrate primarily on the built
environment as the main parameter nor on subsidies for cultural activities
(cf. Martinez 2007). Urban amenities may attract young creative
entrepreneurs but they do not impact their success. Rather, most of them do
not succeed to earn an income required to live comfortably in large cities —
and most likely will give up soon after. Rather, students can be advised to
learn from established designers first, before venturing out on their own.

Second, entrepreneurs are advised to share risks and knowledge by
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networking. Such socio-professional networks are often derived from
previous employment as well (Sorenson, 2003). Both critical success factors
point to the importance of incumbent firmsin clusters as seedbeds for talent

and hubs for networking.

Although our analysis is based on a snapshot of an otherwise evolving
cluster, our result can — abeit on a more speculative note — support a
dynamic interpretation. Our results suggest that, at least in rather small
countries like The Netherlands with a domestic market of only 16 million
inhabitants, cultural industries most likely self-organise into a single
dominant cluster. The importance of gaining experience and building
networks attracts young designers to Amsterdam as the dominant cluster. In
spite of ambitions of other Dutch cities such as Arnhem and Utrecht with
fashion academies and cultural amenities, it is unlikely that a cluster once
established, will loose its dominance. The attractiveness of the Amsterdam
cluster is precisely the opportunities to collaborate — with peers within and
outside the cluster - as well as the amenities that are — at least partly —
created by the cluster itself. The density of fashion designers and incubator
firms in the Amsterdam cluster attracts new entrants, who, after locating in
the cluster, will make the cluster even more attractive for future
entrepreneurs. Our conclusion is in line with Scott (2006) who argues that

such a reinforcing mechanism of growth is a central element of creative
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fields. Due to the self-sustaining nature of the attractiveness of Amsterdam
as the Dutch fashion capital, it will be difficult for other Dutch cities to
equal her success in the near future. The city of Amsterdam now faces the
challenge to compete with the established centres of fashion design across

the globe.
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Fig. 1. The spatia distribution of fashion designers in The Netherlands
(N=275).
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Source: Own data collection.

37



Fig. 2. Business and personal motives for entrepreneurs in fashion design on
various spatial levels (outcome of independent samples t-tests for equality
of meansin parentheses; N=163).
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Table 1. Definition of the variables used in the logistic regression analyses

Varigble Description
HIGH.INCOME Income of more than 20,000 euro per year from fashion design activity
AMSTERDAM L ocated in the Amsterdam labour market region (NUTS3 level)

COLLABORATION*
COLL.PRODUCTION
COLL.MARKETING
COLL.INFORMATION
SPINOFF

SERIAL
YEARS.ENT**
ACADEMY
FULLTIME
PRICE.MID
PRICE.HIGH

Number of collaborations with fellow fashion designers

Finds collaboration in production important

Finds collaboration in marketing important

Finds collaboration in information and knowledge sharing important
Has been employed by an fashion design firm prior to start-up
Has previoudly started a firm in the fashion design industry
Number of years experience as an entrepreneur

Bachelor’ s degree or higher in fashion design

Working more than 32 hours a weeks on fashion design activity
Is active in the middle and middle-to-high price segments

Is active in the high and haute couture price segments

* We log transformed this variable to reflect the marginal decrease in the utility of each
additional collaboration link. The exact variable definition becomes COLLABORATION =
log(x+1), where x stands for the number of collaborations as indicated in the questionnaire.
** We log transformed the number of years an entrepreneur has been active as an
independent fashion designer to reflect the marginal decrease in the utility of each
additional year in business. The exact variable definition becomes YEARS.ENT =
log(y+1), where y stands for the number of years an entrepreneur has been active as an
independent fashion designer asindicated in the questionnaire.
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Table 2. Descriptive statistics of the variables used in the logistic regression
analyses

Variable N Minimum Maximum Mean Std. Deviation
1.AMSTERDAM 275 0.00 1.00 0.26
2.COLLABORATION 273 0.00 170  0.17 0.30
3.COLL.PRODUCTION 271 0.00 1.00  0.30
4.COLL.MARKETING 271 0.00 1.00 0.07
5.COLL.INFORMATION 271 0.00 1.00 0.20
6.SPINOFF 275 0.00 1.00 043
7.SERIAL 275 0.00 1.00 0.1
8.YEARSENT 274 0.00 172 091 0.41
9.ACADEMY 214 0.00 1.00 0.75

10.FULLTIME 275 0.00 1.00 081
11.PRICE.HIGH 268 0.00 1.00 032
12.PRICE.MID 268 0.00 1.00 059
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Table 3. Correlation matrix of the variables used in the logistic regression analyses

1 2. 3. 4. 5. 6. 7. 8. 9 10. 11 12.

1. AMSTERDAM 1.000**

2.COLLABORATION 0.145* 1.000**

3.COLL.PRODUCTION 0.099 0.543** 1.000**

4.COLL.MARKETING 0.072 0.239** 0.144* 1.000**

5.COLL.INFORMATION -0.042 0.507** 0.285** 0.221** 1.000**

6.SPINOFF 0.156** 0.177** 0147 -0.006  0.097 1.000**

7.SERIAL 0.007 -0.306 -0.051 -0.005 -0.061 -0.026 1.000**

8.YEARS.ENT 0.097 -0.096 -0.049 -0.031 -0.128* 0.166** -0.017 1.000**

9.ACADEMY 0.098 0049 0094 -0113 0.028 -0.071 0.136* 0.067 1.000**
10.FULLTIME 0.073 0028 -0071 0060 0.013 0.050 0.120* 0.024  0.049 1.000**
11.PRICE.HIGH -0.020 -0.070 -0.066 0.013 -0.064 0.007 0048 0.009 -0.010 -0.023 1.000**
12.PRICE.MID 0.016 0003 0.063 -0001 0083 0032 -0047 0005 0.034 -0.007 -0.831** 1.000**

** Correlation is significant at the 0.01 level.
* Correlation is significant at the 0.05 level.
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Table 4. Estimates of the binominal logistic regression models (dependent

variable: average or higher income; standard errors in parentheses).

Variable Model 1 Model 2 Model 3 Model 4 Model 5
AMSTERDAM 0.793* 0.693 0.708 0.512 0.540
(0.353) (0.365) (0.371) (0.395) (0.400)
COLLABORATION 1.711** 1.620**
(0.568) (0.611)
COLL.PRODUCTION 1.126** 1.139**
(0.363) (0.389)
COLL.MARKETING -0.136 -0.001
(0.625) (0.677)
COLL.INFORMATION -0.085 -0.102
(0.407) (0.431)
SPINOFF 0.735*  0.719*
(0.359) (0.364)
SERIAL 0.246 0.173
(0.544) (0.552)
YEARSENT 1.727%*  1.747+*
(0.463)  (0.468)
ACADEMY 0.460 0.425 0.286 0.331 0.213
(0.350) (0.358) (0.367) (0.387) (0.395)
FULLTIME 0.603 0.583 0.769 0.428 0.611
(0.370) (0.381) (0.392) (0.407) (0.417)
PRICE.HIGH -1.967** -2.027** -2.280** -1.948** -2.097*
(0.709) (0.710) (0.821) (0.746) (0.848)
PRICE.MID -1.707* -1.781** -2.097* -1.709* -1.946*
(0.688) (0.688) (0.803) (0.720) (0.826)
Constant 0.505 0.345 0563 -1.486 -1.405
(0.740) (0.748) (0.864) (0.902) (1.021)
-2 Log Likelihood 250.997 249.356 245.226 229.744 226.119
Chi-square 19.996** 29.070** 31.980** 47.462** 49.859**
R Square (Nagelkerke) 0.125 0.179 0.197 0.281 0.295
Overall Percentage
correct predicted 61.1 66.3 68.2 66.2 70.5
N (included in analysis) 203 202 201 201 200

** Significant at the 0.01 level.
* Significant at the 0.05 level.
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! Note that our definition of urban amenities encompasses many aspects that go beyond the
physiological environment of the city. It aso encompasses the social and cultura
atmosphere of aplace.

2 social distance is defined as the geodesic distance (shortest path) in the social network,
where a socia tie between two inventors is defined as previously having co-authored a
patent.

% See also Guiliani (2007), Boschma and Ter Wal (2007) and Morrison (2007) using survey
data rather than patent citations.

4 Apart from knowledge spillovers, it has also been found that the socio-professional
network of the entrepreneur is often critical to the formation and early growth of new
entrants (Hite and Hesterley, 2001).

5 Definitions of creative and cultural industries tend to overlap to varying degrees in the
literature, and some authors oppose their interchange-ability. Note that our definition of
cultural industries is similar to that of Granham’s (1987) and Scott’s (2000) of cultural
industries.

® Based on patent data, Bettencourt et al. (2006) attempt to distinguish between amenities
and spillovers as explanation for the clustering of inventors in cities. They found that
inventors are equally productive in larger cities and in smaller cities. Hence they conclude
that amenities attract inventorsto larger cities.

” One could still argue that Florida's explanation is based on economies, though, namely
economies arising in the consumption sphere instead of the production sphere. By spatially
concentrating in certain cities, members of the creative class create the required local
demand for a variety of symbolic goods including arts, cinema, bar, restaurants,
architecture, and the like.

8 For more details, see AUTHOR REFERENCE.

® The category 20,000 to 40,000 euro income per annum captures the income levels around
the modal grossincome per capitain the Netherlands.

10 sich mechanisms are known as information cascades (Bikhchandani et al., 1992).

1 Note that we define success purely in income per year, and not on the basis of artistic
‘genius’, despite the fact that some fashion designers consider their work as artistic activity
rather than as a commercia activity. However, one can assume that personal income and
artistic success aso correlate, abeit less strong than commercial success and personal
income.

12 spinoffs might simply be more attractive collaboration partners for other designers
because they outperform other entrants — implying an endogenous relationship between
success and collaboration, which is a common problem in social network studies.

'3 This result is in line with the study by Marlet and Van Woerkens (2004) on the effect of
the creative class on urban economic growth. They found that there exists a significant



positive relationship between the presence of cultural industries and urban economic
growth, but this relationship disappears once Amsterdam is removed from the data.

¥ In our study, we also found that in the Dutch fashion design industry a third of all
business networks overlapped with friendship networks.



