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OVERVIEW 
This paper identifies some of the policy implications of the changing distribution of 

Advanced Business Services across Australia’s capital cities over the period 1986 to 

2001.  For the purposes of the paper ‘Advanced Business Services’ are defined to 

include firms that; derive most of their sales from business clients; provide product 

development and / or cost management solutions tailored to the individual needs of 

clients; apply a high degree of creativity and intellectual analysis in delivering these 

solutions; and act as the primary provider (as opposed to retailer) of the intellectual 

content in question (see Appendix). 

 

As value chains have become more ‘unbundled’ under global operations through 

strategies like out-sourcing and distributed manufacturing, Advanced Business 

Services are likely to have taken on elevated significance as agents of technology 

diffusion.  They are likely to have become the repositories of much of the creative 

thinking, strategic analysis and network management required to keep production 

firms competitive. 

 

Arguably, Advanced Business Services transact their work through highly social 

networks in which face to face contact is often a crucial element.  If so, the 

technology diffusion role of Advanced Business Services is likely to exhibit a strong 

spatial bias.  Somewhat paradoxically, while globalization and production chain 

unbundling is allowing Advanced Business Services to reach out to clients in distant 

regions and countries, their impact on economic innovation and competitiveness may 

well be strongest in the home region. 

 

In this context, the tendency towards consolidation of Advanced Business Services 

into Australia’s biggest cities, in particular Sydney and Melbourne, is of policy 

concern.  The declining relative presence of these services in the smaller cities may 

be entrenching a core – periphery pattern of economic development across the 

nation – one that could be very costly in social and economic terms. 
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ROLE OF ADVANCED BUSINESS SERVICES IN 
INNOVATION 
One way of defining ‘business innovation’ is ‘the creation of greater customer value 

for a given array of capital and human resources’.  This view of innovation invites 

application of enterprise analysis models that break down the production and 

distribution process into discrete value adding steps. 

 

A widely applied ‘value chain’ model is that proposed by Porter in the early 80’s.  This 

suggests that any business can be described in terms of five ‘primary activities’.  

These include; ‘inbound logistics’, or the process of conveying material or 

information inputs to the a ‘production’ site – be this a factory or office; ‘operations’, 
being the process by which inputs are combined or otherwise transformed into higher 

utility products and services; ‘outbound logistics’, or physically delivering the 

services and products to customers; ‘marketing and sales’, or identifying and 

recruiting customers; and ‘after sales service’, that is, maintaining the utility of the 

products and services once in the hands of the customer, and maintaining the loyalty 

of the customer. 

 

According to Porter (1985), this five stage value adding process must be co-

ordinated and controlled through various management and governance structures.  

He identifies four ‘support activities’ which, once again, are applicable to any 

enterprise.  These include; ‘firm infrastructure’, or the planning and financial 

management elements of the business organisation; ‘human resource 
management’, which is to do with marshalling, training, motivating and supervising 

employees and in house contractors; ‘technology development’ covering activities 

like formal R&D and other management efforts to either lift perceived product value 

or reduce production costs; and ‘procurement’, or management of the links between 

the five value adding phases as well as sourcing of primary inputs.  

 

By competitive orchestration of the primary value adding steps, through astute 

management of the support activities, enterprises are able to generate a margin for 

distribution to employees and shareholders (see Figure 1). 
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Figure 1. Porter’s Value Chain 
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Using this framework, ‘technological progress’ becomes a relentless search for 

greater efficiency and creativity in each of the nine elements of the generic 

enterprise.  An obvious strategy for gaining a competitive edge is to contract out, or 

‘outsource’, certain aspects of the primary value chain to specialists.  Specialists are 

likely to enjoy economies of scale compared to continued direct performance of these 

tasks by the primary value adder.  This could result in cost savings which are greater 

than the foregone margin on these activities for the primary value adder.  Moreover 

the contracting organisation can shed certain plant, inventory and logistical risks by 

outsourcing.  Thus, it may make sense for a national retailer (e.g. Coles Myer) to 

outsource road distribution functions to a specialist contractor (Linfox), rather than 

carry the risks of maintaining a major fleet of trucks and diverting management effort 

from retail promotion to the management of an army of drivers. 

 

In a similar vein, the specialist organisations holding outsourcing contracts are more 

likely to discover better ways of performing the tasks in question compared to 

continued ‘in house’ operations.  This may be because their higher volumes of 

specialised activity allows greater investment in R&D in this area.  They may also be 

exposed to a wider range of operational settings which offer the opportunity to trial 

new business models, techniques and strategies. 

 

In this paper, the pursuit of competitiveness or technological progress through 

outsourcing strategies of various types is characterised as the ‘unbundling’ of the 
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value chain.  This is to contrast modern business operations, which generally feature 

clear divisions between core and non-core operations, from now industrially ancient 

models where enterprises were, in relative terms, much more self contained. 

 

Technological progress through the unbundling of value chains was extensively 

documented by Carter in her landmark studies of production function changes in the 

US economy from the 1940’s through to the 1960’s.  Carter (1970) compared the 

input – output transactions tables and Leontief matrices for the US at various points 

during this period.  She observed an apparent paradox; the US economy was 

becoming more productive both in terms of capital and labour, but the production 

process across all sectors was becoming more complex, with each unit of output 

requiring a broader spread of inputs from other sectors.  In short, customers were 

gaining better value, for example, cars were cheaper as measured by the multiple of 

average annual earnings and were of superior quality, but there were many more 

intermediary suppliers in the production of these vehicles than in the past.  The ‘more 

value with more middlemen’ paradox was resolved on the basis that the participation 

of more specialists in the production process brought about greater efficiency overall. 

 

Examination of the changing occupational structure within Australian manufacturing 

provides similar insights to the ‘unbundling’ process.  Table 1 draws on Australian 

Bureau of Statistics Census data and provides a proportional break down of 

employment in Melbourne’s manufacturing enterprises (identified using the Australia 

and New Zealand Standard Industrial Classification - ANZSIC) by broad category of 

occupation (identified using the Australian Standard Classification of Occupations – 

ASCO).  It shows that in 1986, most workers in the manufacturing sector were ‘on the 

factory floor’, in process operator roles.  These ‘blue collar’ employees made up 57% 

of the manufacturing industry work force.  The situation changed significantly 

between the 1986 and 2001 censuses.  According to the 2001 count, only 40% of 

manufacturing workers in Melbourne were in the blue-collar category.  Almost 36% of 

manufacturing employment was in ‘office jobs’ compared to 27% in the 80’s. 

 

This trend is consistent with the replacement of generalists by specialists in the 

production process.  As well as increases in the knowledge intensity of factory floor 

operations, the shifts evident in Table 1 are likely to reflect the emergence of 

enterprises that are classified as ‘manufacturing’ but which undertake a specialised 
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range of production activities, for example, testing and quality control, design 

development and trialing, production chain management and so on.  Many Australian 

manufacturing firms can now be described as “quasi-service” firms (Kennedy, 2002). 

 

 

Table 1. Occupational Structure – Melbourne’s Manufacturing Sector – 2001 
and 1986 
 
Employment in the Manufacturing Sector 1986 2001 

Factory occupations 57.0% 40.8% 

Office occupations 27.2% 35.9% 

Other occupations 3.9% 3.1% 

Sales occupations 3.8% 4.7% 

Transport occupations 8.1% 15.5% 

Source; Spiller, M. and Hrelja, A. (2003) 

 

Intuitively, as value chains become ‘unbundled’, Advanced Business Services 

become more important to enterprise competitiveness.  Specialist services which are 

able to give manufacturing and other primary value providers an edge in the market, 

through better design linked to better intelligence regarding customer needs, or 

through more efficient engineering of the production process, are likely to be in 

greater demand.  Rapid unbundling, particularly under the accelerating force of new 

information and communication technologies, is likely to generate demands for new 

skills and services focussed on supply chain management and co-ordination.  

Moreover, new forms of brokerage are likely to be required to optimise the 

partnerships between the various participants in the value chain.   

 

This greater ‘service intensity’ with production unbundling is evident in the changing 

input output multipliers within the Australian economy.  Table 2 shows the change in 

the Type II multiplier by sector for the Australian economy between 1986/87 and 

96/97.  For almost all sectors, each unit of output generated in 1996/97 required 

significantly more input from the “Finance, Insurance, Property and Business 

Services” sector both directly and indirectly, compared to the situation in 1986/87.  In 

most cases, the Finance, Insurance, Property and Business Services sector was the 

leading industry group in terms of expanding its production linkages with other 

sectors during this decade. 
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As Advanced Business Services appear to play a strategic role in business 

innovation, it is important to understand the structure and business dynamics of this 

grouping of firms.  The following pages briefly profile the sector in Australia, using 

special cross-tabulations generated from Census Data and the Business Register 

maintained by the Australian Bureau of Statistics. 
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Table 2. Change in Multiplier Effects – National Input Output Linkages – 1986/87 vs 1996/97 
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ADVANCED BUSINESS SERVICES IN AUSTRALIA 

Growth 
Advanced Business Services defined as per the Appendix employed almost 

800,000 Australians in 2001 or 9.7% of the classifiable work force, up from 6.9% 

in 1986 (Table 3). 

 

Advanced Business Services have grown much faster than national employment 

as a whole (Figure 2).  This reflects both the increasing demand for creative 

thinking in competitive enterprises and ‘unbundling’ of the value chain under 

which jobs have been reclassified from their original sectoral home (for example, 

manufacturing) into their new ‘outsourced’ category in the services sector. 

 

 

Table 3. Advanced Business Services Employment in Australia, 1986 – 
2001 
 
 1986 1991 1996 2001 

Advanced Business Services 434,464 512,484 668,452 786,622 

All Other Industries 5,840,954 6,053,745 6,712,986 7,319,463 

Not stated / non classifiable 240,814 519,946 254,881 192,519 

Total employed 6,503,882 7,086,175 7,636,319 8,298,604 

Source:  ABS Census data, special tabulations  
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Figure 2. Index of Employment Growth, Advanced Business Services v All 
Industries, Australia 
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Source:  ABS Census data, special tabulations 

 

Sub-sector Composition 
Just 4 sub-sectors, Computer Consultancy Services, Higher Education, 

Accounting Services and Legal Services account for almost half the total 

employment in Advanced Business Services (Table 4). 

 

It is possible to discern 6 broad groupings of ‘discipline based’ services within 

this array of sub-sectors with accounting and financial services and human 

resource development emerging as the largest.  The discipline based groupings 

include: 

 

• Accounting and financial services (comprising ANZSIC codes 7842, 

7519, 7511, 7730 and 7869) which accounted for 181,588 employees in 

2001 or 23% of all Advanced Business Service jobs; 

• Human resource management and training (ANZSIC 8431, 7861, 

8432), 180,505 employees (23%); 

• Management, Advertising and Marketing (ANZSIC 7855, 7854, 9621, 

7853, 7851, 7852), 127,056 employees (17%); 
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• Information technology (ANZSIC 7834, 7831, 7832), 108, 792 

employees (14%); 

• Design / engineering (ANZSIC 7823, 7821, 7810), 102,945 employees 

(13%); and 

• Legal services (ANZSIC 7841), 85,736 employees (11%). 

 

Table 4.  Employment Distribution by Sub-sector, Advanced Business 
Services, Australia, 2001 
 

 

Employment 
in 2001 

Share of total Adv. 

Bus. Serv. Emp. 

Cumulative 

Share 

7834 Computer Consultancy Services 96902 12.32% 12.32% 

8431 Higher Education 96497 12.27% 24.59% 

7842 Accounting Services 88115 11.20% 35.79% 

7841 Legal Services 85736 10.90% 46.69% 

7855 Business Management Services 58418 7.43% 54.11% 

7823 Consulting Engineering Services 50856 6.47% 60.58% 

7519 Services to Finance and Investment, nec 45402 5.77% 66.35% 

7861 Employment Placement Services 44997 5.72% 72.07% 

7869 Business Services, nec 39058 4.97% 77.04% 

8432 Technical and Further Education 39011 4.96% 82.00% 

7821 Architectural Services 26723 3.40% 85.39% 

7851 Advertising Services 25793 3.28% 88.67% 

7810 Scientific Research 25366 3.22% 91.90% 

7852 Commercial Art and Display Services 14845 1.89% 93.78% 

7853 Market Research Services 11769 1.50% 95.28% 

7854 Business Administrative Services 9733 1.24% 96.52% 

7831 Data Processing Services 9131 1.16% 97.68% 

7511 Financial Asset Broking Services 8644 1.10% 98.78% 

9621 Business and Professional Associations 6498 0.83% 99.60% 

7832 Information Storage and Retrieval Services 2759 0.35% 99.95% 

7730 Non-Financial Asset Investors 369 0.05% 100.00% 

Total Advanced Business Services 786622   

Source:  ABS Census, special tabulations. 
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As noted, employment in Advanced Business Services has grown significantly 

faster than for employment as a whole across Australia.  It is not possible to 

accurately track growth rates within the various sub-sectors over the full 15 year 

period to 2001, because of changes in definitions for the constituent ANZSIC 

codes.  However, over the 1996 to 2001 period, the fastest growing sub-sectors 

were generally in information technology, accounting and finance, legal services 

and management services.  Scientific research, technical services (architecture, 

engineering) and training and education tended to lag.  Indeed, in a small 

number of sub-sectors (TaFE, professional associations and business 

administrative services), job numbers actually fell (see Table 5). 

 

Knowledge Intensity 
The fact that Advanced Business Services as defined here comprise enterprises 

primarily engaged in intellectual problem solving is evident in the ‘knowledge 

intensity’ of this group of industries.  Overall, more than 44% of those employed 

in the Advanced Business Services sector hold degrees at Bachelor level or 

higher, compared to 16% for all other industries.  Indeed, all of the selected 

ANZSIC groups have a significantly greater representation of Bachelor degree or 

higher qualified workers compared to all other industries (Table 6) 

 

Leaving aside organisations involved in scientific research and tertiary education, 

where higher degrees are increasingly a pre-requisite for employment for non 

administrative staff, the most knowledge intensive sub-sectors as measured by 

the Educational Attainment Quotient for post-graduate degrees (i.e. % of sub-

sector workforce holding post-graduate qualifications divided by the % of the total 

Australian workforce holding such qualifications) relate to management 

consultancy, engineering and IT services.  Legal, accounting and financial 

services also have quotients well in excess of 1.00, but significantly below these 

other, more technically oriented, disciplines (Figure 3). 
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Table 5.  Growth Rates – Advanced Business Service Sub-sectors, 1996 – 
2001 
 1996 2001 %change 

1996 - 
2001 

%change for 
nominated adv. 
bus. serv. sector / 
%change for all 
other industries 

7831 Data Processing Services 3750 9131 143.49% 18.38 

7832 Information Storage and 

Retrieval Services 

1367 2759 101.83% 13.05 

7834 Computer Consultancy Services 51608 96902 87.77% 11.24 

7519 Services to Finance & 

Investment, nec 

28812 45402 57.58% 7.38 

7851 Advertising Services 18768 25793 37.43% 4.80 

7841 Legal Services 66778 85736 28.39% 3.64 

7869 Business Services, nec 30438 39058 28.32% 3.63 

7842 Accounting Services 69279 88115 27.19% 3.48 

7861 Employment Placement Services 36415 44997 23.57% 3.02 

7855 Business Management Services 48504 58418 20.44% 2.62 

7511 Financial Asset Broking Services 7195 8644 20.14% 2.58 

7821 Architectural Services 23390 26723 14.25% 1.83 

7853 Market Research Services 10468 11769 12.43% 1.59 

8431 Higher Education 87709 96497 10.02% 1.28 

7823 Consulting Engineering Services 47225 50856 7.69% 0.99 

7852 Commercial Art and Display 

Services 

14030 14845 5.81% 0.74 

7810 Scientific Research 24732 25366 2.56% 0.33 

8432 Technical and Further Education 43462 39011 -10.24% -1.31 

9621 Business and Professional 

Associations 

9415 6498 -30.98% -3.97 

7730 Non-Financial Asset Investors 571 369 -35.38% -4.53 

7854 Business Administrative Services 44536 9733 -78.15% -10.01 

Source:  ABS Census, special tabulations. 
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Table 6.  Percentage of Sub-sector Workforce Holding Bachelor Degrees or 
Higher 
 
8431 Higher Education 64.23% 

7810 Scientific Research 61.66% 

7821 Architectural Services 49.87% 

7834 Computer Consultancy Services 49.76% 

7855 Business Management Services 47.71% 

7831 Data Processing Services 46.58% 

7841 Legal Services 46.48% 

7842 Accounting Services 45.29% 

8432 Technical and Further Education 45.07% 

7823 Consulting Engineering Services 43.14% 

9621 Business and Professional Associations 39.22% 

7519 Services to Finance and Investment, nec 37.44% 

7853 Market Research Services 36.59% 

7511 Financial Asset Broking Services 35.81% 

7854 Business Administrative Services 34.47% 

7730 Non-Financial Asset Investors 29.27% 

7861 Employment Placement Services 27.18% 

7832 Information Storage and Retrieval Services 25.66% 

7851 Advertising Services 23.94% 

7852 Commercial Art and Display Services 22.40% 

7869 Business Services, nec 20.91% 

Total Advanced Business Services 44.37% 

Total All Other Industries 16.20% 

Source:  ABS Census, special tabulations. 
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Figure 3.  Educational Attainment Quotient – Post Graduate Qualifications – 
Advanced Business Services – Australia - 2001 
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Metropolitan Focus 
Delivery of Advanced Business Services is an overwhelmingly metropolitan 

function in Australia.  In 2001, more than 8 in 10 jobs in this sector were found in 

the nation’s capital cities.  Moreover, this pattern has been stable for the past 15 

years.  Some 357,000 jobs were added in the sector between 1986 and 2001; 

eighty percent of these were created in the metropolitan areas (Table 7). 
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Table 7.  Advanced Business Services Employment – Metropolitan and 
Non-Metropolitan Australia – 1986 – 2001 
 
  Metropolitan Non 

Metropolitan 
Total % metro 

1986 Advanced Business 

Services 

353,217 83,980 437,197 80.79% 

 All Employment 4,285,949 2,217,915 6,503,864 65.90% 

1991 Advanced Business 

Services 

410,566 110,040 520,606 78.86% 

 All Employment 4,624,753 2,460,976 7,085,729 65.27% 

1996 Advanced Business 

Services 

537,412 137,528 674,940 79.62% 

 All Employment 4,995,952 2,638,787 7,634,739 65.44% 

2001 Advanced Business 

Services 

638,028 155,803 793,831 80.37% 

 All Employment 5,466,274 2,831,128 8,297,402 65.88% 

Source:  ABS Census, special tabulations. 

 

Firm Size 
Australian Bureau of Statistics data available for this study had some significant 

limitations with respect to the question of firm size measured by turnover.  Firstly, 

multi-location businesses with a presence in more than one State were excluded.  

Secondly, the relatively small data sets pertaining to the Advanced Business 

Services sub categories meant that frequencies for some turnover categories 

could not be published owing to the need to preserve the anonymity of 

respondents. 

 

Bearing these limitations in mind, Figure 4 compares the size by turnover 

distribution of Advanced Business Service firms with that of Australian industry 

generally.  In this chart, the firms for which turnover was not reported for 

confidentiality reasons, or because this information was simply not provided by 
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the respondent have been proportionately distributed across the other 

categories. 

 

If it can be assumed that the propensity for multi location firms is much the same 

amongst Advanced Business Service firms as it is for industry generally, Figure 4 

suggests that the broad distribution of firms by turnover for Advanced Business 

Services is not markedly differentiated from the rest of the economy.  However, 

there does appear to be a relative over-representation amongst Small and 

Medium Enterprises (SME) – though not so for the very smallest firms – and a 

relative under-representation amongst large scale enterprises.   

 

This would appear to be consistent with the general thesis that Advanced 

Business Service firms tend to trade in ideas and problem solving were scale of 

operation does not necessarily confer a major competitive advantage. 

 
Figure 4.  Frequency Distribution of Firms by Turnover, 2001 
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Source; ABS Business Register 

 

State and Territory Shares 
Based on State location quotients (LQ’s) for Advanced Business Services, that 

is, the percentage of the State or Territory work force engaged in these services 
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divided by the percentage of the Australian work force employed in this sector, it 

is evident that NSW and Victoria are the key providers of these services in the 

nation.  They have retained positive LQ’s of between 1.05 and 1.12 for the past 

15 years, and to the extent that any trend is emerging, the other States and 

Territories appear to be losing ground (Figure 5).   

 

The ACT maintains exceptionally high LQ’s for Advanced Business Services but 

this is a reflection of its specialised economy, demanding as it does extensive 

expertise in IT, public policy and management consultancy and human resources 

planning and recruitment.  In absolute terms, Canberra remains a relatively small 

player in the national context.  Its total employment in Advanced Business 

Services was 23,000 in 2001, compared to 290,000 for NSW and 211,000 for 

Victoria. 

 

Bearing in mind the observations made earlier about the metropolitan bias of this 

sector, the importance of Sydney and Melbourne as dispensers of ‘thinking 

services’ to the rest of Australia begins to come into focus.  A crude measure of 

this can be generated by enumerating the difference between the level of 

Advanced Business Services employment in a given metropolitan area with the 

level of employment required in this sector to give the metropolitan area in 

question a LQ of 1.00.  The ‘surplus’ of jobs beyond the point where the 

proportion of workers in business services is in line with the city’s general share 

of Australian employment can be thought of as ‘export oriented jobs’.  They are 

supported by a customer base beyond the confines of the metropolitan area. 

 

Table 8 shows that Sydney has a dominant role in Advanced Business Service 

exports.  It hosts almost half the export supported jobs in this sector, a proportion 

that is more than double the city’s share of national employment (22%).  

Melbourne also holds an outsize share of export jobs in Advanced Business 

Service compared to share of all jobs (28% versus 19%), but the position is by no 

means as exaggerated as in the case of the NSW capital. 
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Leaving aside the anomalous case of Canberra, all the other State and Territory 

capitals are under-represented in export supported employment within the 

Advanced Business Service sector. 

 

The dominance of the Sydney – Melbourne axis is further underlined when the 

LQ based export analysis is extended to the various Advanced Business 

Services sub-sectors.  This analysis is shown in Table 9, but with a further filter 

whereby only sub-sectors featuring more than 500 ‘export supported’ jobs are 

quoted.  As well as reinforcing the overall picture outlined above, Table 9 reveals 

some subtle specialisations across the network of cities: 

• Sydney is strong across a broad cross-section of sub-sectors, but 

particularly so in respect of IT consultancy, legal services, financial 

analysis and brokerage, advertising and human resource management 

consultancy. 

• Compared to Sydney, Melbourne has modest strengths in higher 

education and scientific research – perhaps reflecting the southern 

capital’s deeper heritage in manufacturing and bio-technology and its 

current role as headquarters of Telstra. 

• Most of the smaller capitals are inter regional exporters of higher 

education services.  As a largely Commonwealth function, the smaller 

States and Territories may well enjoy a funding advantage in this area of 

‘business services’ because of the fiscal equalisation principles that 

underpin the federation. 

• Brisbane and Perth are major exporters of consulting engineering 

services, significantly bigger indeed than either Sydney or Melbourne.  

This reflects the resource base of the wider Queensland and WA 

economies. 

• Adelaide, Hobart and Darwin do not register in terms of significant sub-

sectors of Advanced Business Services, with the exception of higher 

education in the case of Adelaide.  
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Figure 5.  State Location Quotients for Advanced Business Services – 
Australia 1986 - 2001 
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Source:  ABS Census, special tabulations. 
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Table 8.  Estimated Inter-regional ‘Export Jobs’ in Advanced Business 
Services – Australian Metropolitan Areas – 2001 
 

 

Export oriented 

Advanced 

Business 

Service jobs 

Share of 

Advanced 

Business 

Service export 

jobs 

Share of all 

jobs 

nationally 

Sydney 65,147 49.93% 21.89% 

Melbourne 36,978 28.34% 18.61% 

Canberra 9,336 7.15% 1.94% 

Brisbane 7,964 6.10% 8.92% 

Perth 7,755 5.94% 7.31% 

Adelaide 2,200 1.69% 5.63% 

Hobart 756 0.58% 0.96% 

Darwin 350 0.27% 0.63% 

Source:  ABS Census, special tabulations. 
 

POLICY IMPLICATIONS 
Another perspective on the process of innovation, to complement the unbundling 

thesis discussed earlier, relates to the rise of the ‘Creative Class’ as Florida 

(2002) puts it, and the increasing share of community wealth flowing to ‘symbolic 

analysts’ to use Reich’s (1992) term.  This strand in the literature argues that 

access to people with talent and ideas is the key determinant of competitiveness 

in modern economies.  On this basis, capital is increasingly flowing to where 

these people want to live, reversing the typical pattern of industrial economies 

which saw workers migrating to employment nodes located with good access to 

raw material inputs or other logistical advantages.  Thus, writers like Florida 

(2002) and Landry (2000) emphasise that creation of vibrant, high quality urban 

environments should be seen as an integral part of economic development 

strategies because such areas act as magnets for talent. 
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If the creative class is drawn to and works best in quality places with diverse, 

stimulating and open cultural environments, it follows that the process and 

benefits of economic innovation may be geographically confined.  This is 

particularly so if the members of the creative class prefer to work in particular 

social networks linked to their preferred place of residence.  One can imagine the 

‘ripples’ of innovation being subject to significant decay with increasing distance 

from the urban hotspots of the creative class.  Indeed Florida demonstrates his 

thesis about the power of this class by contrasting the fortunes of those US cities 

and regions with good endowments of these workers with those of other cities 

where this class is relatively under-represented.  In effect, the US economy is 

portrayed in terms of pools of innovation and prosperity with the challenge for 

policy makers resting in the ‘re-invention’ of lagging cities to attract the creative 

class. 
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Table 9.  Estimated Employment within Major Export Oriented Advanced Business Services Sub-Sectors 
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A nexus can be hypothesized between the operation of the creative class and the 

emergence of Advanced Business Services as a strategic force in value chain 

unbundling.  If the ‘creative class’ is characterized by ‘elite achievement’ in formal 

knowledge and learning, Advanced Business Services would represent a key 

vehicle through which this class does its work in Australia.  This sector accounts 

for one fifth of all employed Australians whose highest qualification is a Bachelor 

Degree, 30% of all workers holding a Masters Degree as their highest 

qualification and over half of all workers with a PhD (source, ABS special cross-

tabulation, 2001 Census).  

 

In many respects the ‘creative class’ and ‘Advanced Business Services’ can be 

seen as interchangeable elements in the analysis of regional prosperity (Figure 

6). 

 

 

Figure 6.  Unbundling, the Creative Class and Regional Prosperity 
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Looked at this way, the rapid concentration of Advanced Business Services into 

Sydney and, to a lesser extent, Melbourne may foreshadow a highly biased 

pooling in the innovation potential of the Australian economy.  This could set in 

train a core periphery pattern of regional development that Australia has largely 

managed to avoid to date.  It raises questions about the adequacy of current 

national policy settings with respect to holding a critical mass of key business 

service competencies in Australia’s smaller capital cities. 
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APPENDIX 

Operational Definition of Advanced Business Services 
While there is widespread reference to ‘Advanced Business Services’ or ‘advanced 

producer services’ in the regional development literature, there is no widely accepted 

definition of the precise scope of these services.  Varying definitions have been 

developed in line with the peculiar objectives of the research projects in question.   

 

For the purposes of the current paper, ‘Advanced Business Services’ are 

conceptualised as….. 

 

“Enterprises providing a largely customised, problem solving service to other 

business, where the services in question require application of significant 

intellectual effort or capital”. 

 

On this basis, Advanced Business Services will encompass enterprises that: 

 

 Derive most of their sales from business clients; and 

 Provide product development and / or cost management solutions which are 

specifically tailored to the needs of clients; and 

 Apply a high degree of creativity and intellectual analysis in delivering these 

solutions; and 

 Act as the primary provider of intellectual content as opposed to simply acting 

as agents for other corporations providing pre-designed goods and services. 

 

Application of these criteria in the Australian context captures firms not ordinarily 

considered to be part of the ‘business services sector’, for example organisations 

officially defined to be in the education sector but involved in product R&D or delivery 

of customised training and human resource management services.  On the other 

hand, some enterprises which are often automatically included in finance and 

business services – for example, deposit taking banks – are excluded because they 

are essentially engaged in retailing standard products. 
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For the purposes of the research reported in this paper, a working definition of 

Advanced Business Services was developed by relating the 4 above-mentioned 

criteria to a long list of industry codes drawn from the Australia and New Zealand 

Standard Industrial Classification (ANZSIC).  This yielded the following target codes.  

Full descriptions of each industry category are provided in Appendix 1. 

 

7511 Financial Asset Broking Services 

7519 Services to Finance and Investment n.e.c.  

7730 Non-Financial Asset Investors  

7810 Scientific Research  

7821 Architectural Services  

7823 Consultant Engineering Services  

7831 Data Processing Services 

7832 Information Storage and Retrieval Services  

7834 Computer Consultancy Services  

7841 Legal Services  

7842 Accounting Services  

7851 Advertising Services  

7852 Commercial Art and Display Services  

7853 Market Research Services  

7854 Business Administrative Services  

7855 Business Management Services  

7861 Employment Placement Services 

7869 Business Services n.e.c. 

8431 Higher Education  

8432 Technical and Further Education  

9621 Business and Professional Associations  
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