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ABSTRACT OF THE THESIS 

 

Knowledge-Intensive Business Services in Los Angeles: 

Patterns, Interpretation, Consequences 

 

by 

Vicente Romero de Avila Serrano 

 

Master in Urban and Regional Planning 

University of California, Los Angeles, 2014 

Professor Michael Storper, Chair 

 

The recent urban economic restructuring processes that occurred in Los Angeles, as in many other 

cities in the world, formed a more flexible, global and knowledge and innovation-based New 

Economy. Although downtowns and core areas are still the most preferred location to Knowledge-

Intensive Business Services (KIBS) because of agglomeration economies, other non-core and 

increasingly distant centers emerge in the city-region’s knowledge-based economy network. The 

nature of these centralities and the knowledge and innovation industries that locate in them whether 

they are concentrated or specialized is vital for the current motor of urban and regional 

development. This thesis aims at (1) defining a clearer and more accurate definition of what exactly 
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KIBS activities are and what their role in current urban and regional economies is, (2) analyzing the 

KIBS location pattern in the Los Angeles city-region to understand whether polycentricity is a help 

or a hindrance to KIBS development, (3) comparing the concentration and specialization character 

of its KIBS’ clusters, and (4) building similarities among them and with other city-regions in the U.S. 

so better planning and governance practices can improve Los Angeles’ regional development. 
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1. PREFACE 

Why I am interested in metropolitan planning and governance comes from far behind although I 

have started to work on it recently. Broadly speaking, since the last decades, European urban 

development (especially the Spanish one) is making its way towards a more spread urban pattern. A 

decrease in the homes’ size takes to an uneven growth in the number of dwellings in relation to 

population, so new low-density residential landscapes are emerging, along with the popping up of 

malls. The result is an urban expansion to unsuspected limits, even overflowing the regional borders 

inside the relative “small” European regions and countries. On top of it, changes in the production 

forms explain the creation of networked firms that, due to their spatial fragmentation, require 

increasingly new and more forms of transportation (locally, regionally, and even globally). The 

individualist high-income population use more and more private modes of transportation, which are 

also in need at the sprawled European peripheries. 

Having been raised in a small town of 16,000 inhabitants in central Spain, then moved for college to 

a larger city of 74,000 inhabitants, and finally moved for work to the European capital (more than 1 

million inhabitants) has allowed me to receive a “legacy” in terms of urban proportions and to 

conform a rich perspective in what a city could need in different situations. In this context, as 

planning scales are starting to mix up, due to both internal (political, social, economic) and external 

(globalization) factors, local and regional entities seem more willing to rely on city and regional 

planning to tackle the “urban issues”, to find “their place” in this globalized world where cities have 

to compete with each other in order to be successful. 

This target is certainly difficult to achieve because current regional processes do not happen just 

inside a single city or a region, but in an intermediate level since borders are diffused. In this sense, a 

group of cities related by a certain element (a new highway, a special coastal stretch, or a 
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metropolitan area) decide to work together in order to plan their region, avoiding thus competition 

between them. However, there is a lack on policies to foster such agreements. Most of the times, 

such scale problems are political and tolerate for instance the creation of a regional plan for the 

neighboring communities without taking into account the core city (i.e. Los Angeles County General 

Plan 2035 versus the City of Los Angeles General Plan). Such lack on agreements in between 

regions motivates me to study and work on metropolitan issues. We cannot understand “city-

regions” only by an administrative border, but with neighboring regions and counties too. 

The thesis I developed is directly related to my academic intellectual journey before I started the 

Master in Urban and Regional Planning in September 2012. In 2008, just after finishing my 

undergraduate degree in Geography, I had the opportunity to work for the Department of City & 

Regional Planning at the University of Castilla-La Mancha, Spain. In parallel to my research and 

teaching assistantship at the School of Civil Engineering, I am currently developing a PhD in Spain. 

My interests lie on regional cohesion and on the polycentric development model in metropolitan 

regions. Specifically, I am analyzing the transformation processes of cities or subcenters located in 

the outermost periphery of metropolitan regions, which are quite neglected in the academic research. 

In addition, I have been doing research on the High-Speed Rail (HSR) urban and regional effects, 

especially around metropolitan regions in Europe, discovering that, unlike it was thought, HSR can 

play a role as a new metropolitan transportation mode for short distances. The main case of study is 

the Madrid city-region, and to what extent HSR influences the historic and administrative cities of 

Toledo, Segovia and Guadalajara. The main hypothesis is that such transportation mode is helping 

them to participate in the Madrid functional city-region, thus creating a new polycentric entity in 

which these cities are special subcenters directly linked to the CBD with a greater diversity of high-

skilled services than other metropolitan suburban cities located much closer to the CBD. 
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When I decided to write a thesis for the Master in Urban and Regional Planning I immediately 

thought of analyzing the case study of Los Angeles so I would be able to make a comparison with 

Madrid for my PhD in Spain. In the American case, HSR would be complementary to the study 

since the network is not yet constructed and the effects would be more difficult to assess. However, 

I would like to study the urban and metropolitan processes that are already happening in what I call 

the “outermost peripheries” of Los Angeles, such as Palmdale, Riverside, or even Bakersfield. These 

areas will host a HSR station in the future and hence will be connected to downtown Los Angeles 

(and to other metropolitan centers) in just 30 or 60 minutes travel time. 

Therefore, my main aim for the thesis is to analyze the composition of Los Angeles city-region 

economy, focusing especially on Knowledge-Intensive Business Services (KIBS). As a likely future 

application, KIBS agglomerations may be the trigger of the location of a HSR station, as well as 

other “big urban or regional artifacts” like transportation hubs, shopping malls, office or 

administrative buildings, etc. This thesis will be thus crucial for my future professional career and 

will help me to untangle another aspect of the Los Angeles city-region. 
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2. INTRODUCTION 

Los Angeles is home to a globally recognized film and entertainment industry, to commercial and 

industrial storage, aerospace-military, mortgage lending, logistics, and light manufacturing industries. 

These industries conform what Los Angeles is known globally for, its so-called “iconic industries”. 

Like any other city in the world, Los Angeles is undergoing a major transition from an old economy 

to a new economy, meaning a shift in urban economies from manufacturing to services, and then 

within services from less knowledge-intensive to more knowledge-intensive; a shift in low-wage 

manufacturing jobs to skilled, knowledge-based, higher wage services. 

Along with the “iconic industries”, much less known and directly related to them, the financial 

services sector, the high-tech economies, as well as the knowledge and innovation activities, among 

others, have expanded in what is known today as “the world’s largest collection of engineers, 

scientists, mathematicians, industrial designers, and computer specialists” (Soja, 2000:143). The fact 

of serving not only the region and the nation, but the world as well, has bestowed upon the 

agglomeration its “global-city” character (Hall, 1997). 

In fact, economies evolve and create new sectors. Agriculture, ranching, and craftsmanship were left 

aside when the new industrial system of production emerged, and so manufacturing has declined 

with the rise of the new service economy. The so-called post-Fordist mode of urban industrial 

capitalism or New Economy drives the combination of different kinds of know-how to elaborate 

modern products and advanced services, but also new techniques in management and distribution of 

information, organization, research and development, and innovation. The knowledge-based 

economy is an expression of this shift as economies in developed countries move from 

manufacturing to services, as well as the key manifestation of urban economic restructuring that this 

research will reflect upon. 
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Knowledge-Intensive Business Services (KIBS) are important because of their knowledge content 

that returns a higher value added and productivity than other services, providing cities with higher 

wages, higher incomes, and higher fiscal capacity. Innovation not only changes the major centers of 

innovation “but also the whole economy and all of its regions” (Storper, 2013:9). 

This is a fact that many regions do not take into account, keeping them attracting new population or 

new firms in general for the simple fact of “growth” that won’t necessarily unleash development. 

Although creating employment and (slow) growth, this in reality does not provide the higher added 

value to their production systems that knowledge-based or innovation activities would provide. 

Many of the current development policies put into practice even in developed countries wrongly 

lead this way. In the belief that the lagging regions should firstly “converge” with the more 

competitive ones so the whole will subsequently develop quicker, the European Social Fund invests 

essentially in general education for the EU population instead of investing more in R&D. Growth is 

a structural question and regions should not only rely on activities or funding support received, but 

they have to create and generate activities in the innovation stage of the product cycle. 

Although planners, politicians and other urban and regional agents aim at spreading wealth evenly in 

the territory, they cannot ignore that KIBS locate in cities and are becoming key elements in current 

urban and regional economies. KIBS usually follow certain agglomeration economies based on their 

own needs. As Storper (2013:7) puts it, “is not just a sorting response to factor costs and factor 

prices. Regional business ecosystems or clusters generate or attract their own factor supplies, and 

create their institutional and interaction environments. These conditions cannot be readily imitated, 

nor can their costs or prices be bid down through interregional competition and sorting of firms and 

people.” Consequently, KIBS are potentially vital to economic development, and so enquiring into 

their location patterns is important. 
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This thesis aims at analyzing the location and composition of the knowledge-based economy (KIBS) 

in Los Angeles and its extended city-region, both core and non-core locations of the Los Angeles 

County and the neighboring counties: Ventura, Kern, San Bernardino, Riverside, and Orange. The 

main contribution of the empirical work that will follow are: (a) to understand whether polycentricity 

is a help or a hindrance to KIBS development; and (b) to shed some light on Los Angeles’ particular 

position as a KIBS city in relation to question (a). Although vital in the current urban economy, 

economic development research and policy studies in Los Angeles have focused in other industries, 

neglecting the role of KIBS. Its importance can be illustrated in Warf’s statement (2010:38) that 

“American KIBS generated $103 billion in export revenues in 2007, much of which was 

concentrated in large, globally-oriented cities such as New York, Chicago, Los Angeles, and San 

Francisco, and in turn reverberated through national and local labor and housing markets.” 

The first step will be to explore the KIBS literature, highlighting their role in the recent urban 

economic restructuring and in regional economic development. Then, the role of KIBS will be 

analyzed in relationship with the innovation process and their geographic location. Next, KIBS will 

be located and analyzed in order to understand whether or not they are important assets in the 

current polycentric Los Angeles city-region. Finally, Los Angeles will be compared to New York and 

Chicago to determine how weak/strong in KIBS is Los Angeles relative to them, and whether this is 

because of its geography or because of something else. 

Recent public policies for regional economic development usually point to the creation of economic 

clusters (i.e. business parks, industrial areas, trade centers, etc.) by attracting firms, facilities, or 

“talent”. The reason policy-makers should care about the relationship between knowledge activities 

and economic growth is because of its implications for policy. Through knowing the KIBS nodes’ 

network and the KIBS clusters’ composition, city-region governments (local or regional) would be 
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able to elaborate policies that contribute to their strengthening and promotion, enhancing growth 

and encouraging new relations and interactions between the different nodes and firms, but also 

between them and the different scales of government. After all, “understanding the space and time 

pathway of innovation and growth is the holy grail of development economics and geographical 

economics” (Storper, 2013:9). And he adds: “And it is the most elusive and complex question in the 

study of economic development.” 

Throughout this thesis we will address the following questions: 

1) What have been some of the influences that helped the growth of KIBS as an independent 

service provider to the service industry? What is their role in contemporary regional economies? 

2) Is the location pattern of KIBS in Los Angeles reflecting the population and employment 

polycentric and multipolar nature of the Los Angeles city-region? To what extent do KIBS cities 

have polycentric KIBS patterns versus monocentric? Does this depend on the different needs of 

the KIBS, or on the different locational environments supplied by different city-regions? 

3) Are all the clusters specialized in KIBS? Are they more specialized in certain KIBS than in 

other? Are certain concentrations of KIBS more important in some clusters? 

4) Does a polycentric city-region structure produce a polycentric location pattern of KIBS? Does 

KIBS presence mean that certain places are more innovative than others? Can we draw 

similarities between the different KIBS clusters so agglomeration economies can augment their 

productivity or incomes, and regional economic development increases as a whole? 

5) Los Angeles is a highly polycentric city-region in general, with low centrality for its downtown. 

Is its KIBS likely to be more polycentric than other large city-regions like New York or Chicago? 

Is this good or bad for Los Angeles as a whole, in terms of the share and performance of KIBS? 
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3. KIBS AS A KEY SECTOR IN THE REGIONAL ECONOMY 

 

3.1. Economic and structure renovations, a new system paradigm 

Ongoing transformations are changing the territorial model established during the stage of Fordist 

capitalism, and within the urban system changes in metropolitan territories are gaining interest. 

These spatial areas are being strengthened as places of greatest growth and concentration of 

population, economic activities and innovation, but also as places of greater social inequality and 

unsustainable scenarios. Consequently, on such spatial laboratories, the relationship between 

territory and economy opens a window to the analysis of economic dynamism, and more 

specifically, growth and expansion of a New Economy based on knowledge-intensive services 

spatialized upon a polycentric structure which results in a new spatial and functional organization. 

Globalization processes and the need of contact with other important centers outside the previous 

limited life basins make central cities start growing towards their closer peripheries, promoting the 

well-known urban forms of suburbanization, but also incorporating (and sometimes even creating) 

other previously important urban nodes (in quantity: population, employment…) located close to 

the main city/core, as well as to other traditional urban settlements that already performed an 

important urban role (in quality: administrative, cultural…) within its closer area of influence. 

As a result, the urban economic and structure renovations throughout the last century have 

generated and established a service and knowledge-based economy in the U.S. and in most parts of 

the world (Wolfe, 2006; Moretti, 2012), and with it, a transfer of power from the manufacturing 

centers to the recovered and reinvented producer service cities (Storper and Walker, 1989). 
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Since the 1960’s and 1970’s, the productive, societal, labor, political, cultural and regional systems 

started to be affected by a comprehensive restructuring process. This transformation of the 

economy claimed that production was not that important because of the final outputs it produced 

but more because of the ways they were produced (the “means” versus the “end”; Noyelle and 

Stanback, 1984:222). The economic revitalization cities and regions are undertaking means that a 

new vertical division of labor (in the different activities needed to elaborate a product or a service) 

lead also to new horizontal or location dynamics (each activity locates in a different place). In 

addition, changes in the way the production process organizes have gained great interest because it is 

a paramount issue when undertaking the challenges of competitiveness, cohesion and equality. The 

Lisbon Strategy (2001) argues that investments in knowledge and innovation are essential “to spur 

the European Union’s transition to a knowledge-based and creative economy”. The same statement 

can be extrapolated to any scale in the current urban economy –local, regional, national, or global. 

The new paradigm in urban economic environments meant also a new way they function and 

interrelate between each other (Norton and Rees, 1979:141). Cities were somewhat autonomous and 

a system of functional interdependences started to shape metropolitan influences between the main 

city (usually an administrative, economic, or cultural center) and the suburban or dependent 

peripheral areas. Major cities or core regions are no longer alone when governing their much 

broader territory in a similar way as feudalism in European medieval settlements used to work. 

Noyelle and Stanback (1984:223) state that urban agglomerations like Los Angeles are “center(s) of 

distribution for hinterland markets and strong center(s) of high level services”. In this thesis, we 

state that the Los Angeles city-region is a center of distribution and consumption of global and 

regional services where other centralities are also now into play, creating thus a network of 

knowledge and innovation-related activities beyond its traditional metropolitan statistical area. We 

thus wonder whether its polycentricity helps or hindrances KIBS development in Los Angeles. 
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3.2. From Services to Knowledge and Innovation, the next economic revolution 

Knowledge and innovation have become crucial to any urban economy or firm aiming to compete 

and succeed in the current regional and global markets. Globalization and firms’ internationalization 

are processes that may remain and strengthen in the future global economy. Hence, we might think 

of KIBS as key activities in the global and urban network economies that will improve the position 

of diversified and/or specialized service centers. KIBS are important because of their knowledge 

content and innovative character that provides them with higher wages than other services. 

Although knowledge and innovation have recently received growing attention in the academic 

sphere (Doloreux et al, 2010), KIBS are not anything new being the object of an extensive literature 

from the 1980s (Noyelle and Stanback, 1984; Sassen, 1991; Dunning, 1998). Products and services 

have always been preceded by ideas and inventions that led the owner or the producer being able to 

trade and create business, employments, and profits within the economic system of the time. At a 

national scale, two of the most well-known examples of agglomeration of “firms with a strong 

technological orientation, R&D laboratories and pools of highly skilled personnel” are Silicon Valley 

in the San Jose area and Route 128 around Boston (Noyelle and Stanback, 1984:208). The current 

specific structure and scale of the Los Angeles city-region makes the broad national-scale study by 

Noyelle and Stanback quite limited and difficult to adapt to the regional reality of the 21st century. 

The European Foundation for the Improvement of Living and Working Conditions (PREST, 2005) 

identifies three major drivers for KIBS growth: outsourcing, technologies, and regulations and social 

change. First, certain operations have been offshored once they have acquired a level of routineness 

and codification, increasing the number of KIBS firms in the de-agglomeration regions offering their 

services. Second, the rapid increase in technology-related business services (i.e. computer and related 

activities) makes necessary to acquire (new) knowledge in order to keep up with this progress. Third, 
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the constant social change increase the demand for specialized knowledge of social, administrative, 

and regulatory issues (i.e. services to support legal and accountancy frameworks, intelligence and 

advice on dealing with regulatory structures, market research, marketing, and public relations, etc.) 

The discourse about the revolution in information and communication technologies inevitably turns 

to Castells (1996) and his “space of flows”. Knowledge and innovation are certainly linked to the 

same nature and could have been linked to the un-spatiality character that Castells defends. However, 

our KIBS perspective brings this topic back down to earth, literally. Knowledge and innovation 

employments, although using and generating non-material products and services, are spatialized in the 

Los Angeles city-region; they are produced in a specific space using specific capital, labor, and 

culture. This perspective stands to increase (not diminish; Soja, 2014:143) “the significance of space 

and place in the informational cities, network societies, and space of flows.” 

In fact, global city-regions are in a space of flows, but also in a specific territory (Scott, 2001). Sassen 

(1991) defends that global cities connect to global circuits and progressively disconnect from the 

surrounding region. This thesis state that this is not correct and that the region / surroundings 

matter when pursuing a “global city-region” status in a world economy. 

The New Economy is characterized for the immateriality of its production system but it is 

subsequently materialized when it comes to the production environment of such products. Some 

have argued “the end of geography” (O’Brien, 1992) or “the death of distance” (Cairncross, 1997). 

Conversely, economic activities (including KIBS) are being generated and growing in many specific 

geographical locations, clustered because of the need of specific labor and capital concentrations, as 

well as frequent face-to-face contacts between people and firms (Storper and Venables, 2004; 

Kemeny, 2011). On top of it, most of the trade is occurring inside regions, not between them, 

reinforcing the idea of a spatialized knowledge and innovation production and consumption system. 
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3.2.1. Why KIBS return so much value added? The role of innovation. 

Innovation is due in part to competitiveness and in part to the intensification of the global market 

(Shearmur and Doloreux, 2008). It is a regular stage in the current production system where the 

knowledge and innovation intensity is increasing. In a nutshell, innovation is the process of creating 

something new that increase the value of economic activity: products, processes, organizational 

methods, marketing innovations, etc. (Wolfe, 2006). 

Duró (2014) explains that innovation processes are divided into five phases: (1) identifying key 

business opportunities; (2) these opportunities are subject to disruption and thus (3) creative ideas to 

solve problems arise; (4) economic assessment of the ideas of radical innovation is made and (5) a 

plan for “marketing” is presented to the company. These phases can actually be applied to any 

innovation process that usually starts with R&D (phase 1), not only for new innovative products and 

services, but also for new techniques and production methods like outsourcing or just-in-time that 

can have much effect on a firm’s R&D capabilities (Suarez and Walrod, 1997:1345), or new 

communication strategies and new models of customer relationship. According to Miles et al 

(1995:85), “networks of innovators become increasingly the basis of accumulation of the knowledge 

that results in innovation.” 

Innovation is indeed a process grounded in proximity relations, not necessarily spatial, but social or 

organizational too (Doloreux and Shearmur, 2012), in which several economic actors collaborate in 

order to achieve an objective. These authors differentiate two types of innovations. Technological 

innovations are strongly associated with the use of external services, more specifically with knowledge 

identification services (information on technology and patents) and knowledge validation (patent 

preparation); whereas non-technological or management innovations are associated with management 

consulting and human resource services. In this discourse of the KIBS’ objectives, den Hertog 
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(2000) points out the three roles of KIBS in the innovation process: KIBS as sources of innovation 

(generators), KIBS as carriers of innovation (transferors), and KIBS as innovators in their own right 

(source). 

Regarding knowledge, Wolfe (2006) draws on the idea that there are two main groups: propositional 

knowledge, which can be used afterwards to create knowledge of how; and prescriptive knowledge, which 

involves the creation and application of techniques. This differentiation is aligned with Polanyi’s 

(1967) division of codified knowledge, which is easily produced and distributed over time and space (i.e. 

a research presentation or a paper in a conference), from tacit knowledge, which is much more difficult 

to transfer because it comprises skills based on interactions and experiences (i.e. the knowledge 

acquired in the course of a scientific work) (Storper and Venables, 2004; Wolfe, 2006; Lüthi et al., 

2010). In creative and innovative processes, tacit knowledge needs codified knowledge. When 

applied to innovation, knowledge can be synthetic, which is the knowledge that takes place through 

the application of existing knowledge, and thus related to propositional and codified knowledge; 

and/or analytical, which is the knowledge that relies upon scientific knowledge making extensive use 

of cognitive and rational models, and thus related to prescriptive and tacit knowledge (Wolfe, 2006). 

Besides these definitions, what is important to us is that “distance is not dead” when it comes to 

innovation, unlike some authors have stated in the last decades (Cairncross, 1997). While an 

automobile industry, a pharmaceutical, a furniture store, or metal manufacturing for buildings can 

perfectly be located anywhere in the nation, a research laboratory, an architectural and engineering 

office, or a law firm depend highly on specific capital, on the quality of their workers, as well as on 

the conditions surrounding them (Moretti, 2012:15). In this regard, Shearmur (2012) adds that both 

agglomeration economies and innovation dynamics operate at the local and/or regional scale, but 

the operational range of the latter may be larger. We explain this better in Section 3.4. 
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3.3. Regional economic development and KIBS 

KIBS locate in cities and big metropolitan areas or city-regions. Therefore, they are potentially 

important to urban and regional economic development. In fact, Shearmur (2010) states that 

innovation is “a prerequisite for regional development”, but he also adds that “certain regions are 

more conducive to innovation than others,” in the same way as certain areas within regions are more 

conducive to innovation than others. However, the majority of studies on the Los Angeles case 

focus on its manufacturing economy, almost neglecting its key position in the current national and 

global knowledge-based economy. In their study, Noyelle and Stanback (1984:223) classified Los 

Angeles as a “diversified service center” due to its economic structure “characterized by large shares 

of (its) employment in the distributive services, in the complex of corporate activities, and somewhat 

more selectively in universities, hospitals, and public sector services.” 

Although obsolete, Noyelle and Stanback’s R&D activities analysis can be helpful to us. In their 

conclusion, they state that “it is in the specialized services centers and in the largest diversified 

service centers [like Los Angeles] that the strongest complexes of research and education […] have 

developed…” In relation to Los Angeles, the authors take into consideration the entire metropolitan 

statistical area as a “diversified service center”, as well as Anaheim and Riverside as “consumer-

oriented centers” (residential and resort-retirement subtype, respectively). What are exactly those 

centers nowadays and how do these compare to those three designated by Noyelle and Stanback 30 

years ago? Enquiring into the location patterns of KIBS is important and hence our focus is to study 

their intra and supra-metropolitan structures in Los Angeles. Our regional perspective is vital in the 

current situation where functional city-regions expand their territory to unsuspected limits. 

Supporting this perspective, Noyelle and Stanback (1984:59) state that Los Angeles “stand apart in 

that the scope of [its] market and influence far exceeded regional boundaries.” 
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3.4. KIBS and agglomeration economies: own needs or local conditions? 

 

3.4.1. Do KIBS locate in monocentric or polycentric city-regions? 

Geographical proximity to key ideas, information and markets is a crucial issue for a knowledge-

based economy. This is so because knowledge is mainly and more likely transmitted by means of 

human interaction, either regular interactions or sporadic meetings. Storper and Venables (2004) 

explain that face-to-face contact facilitates formal and informal relationship-building, provides high 

levels of productivity, and is needed to produce and transfer knowledge. They also point out that 

interactive knowledge and information-based activities (i.e. KIBS) derive in the service activities’ 

agglomerative force of “buzz” centers. KIBS hence responds to both urbanization effects and 

localization effects (Shearmur, 2012): the closer to a CBD or an employment center, and the closer 

to other KIBS, the higher the innovation. 

On the other hand, transportation and information technology improvements lead to 

decentralization and outsourcing of production processes in cities and regions (Castells, 1996), 

suggesting that face-to-face contacts could be replaced and knowledge-based activities may be evenly 

distributed throughout the city-region, as Gordon and Richardson (1996) argued for Los Angeles. 

However, two factors reject this idea. First, the changing spatial organization of metropolitan areas 

reveals the deconcentrated location pattern of KIBS, just like population and many other industries 

and activities nowadays (Sassen, 1991; Sivitanidou, 1996). Although downtown seems to remain the 

main concentration node for knowledge-based activities its domination has decreased relative to 

others, so Christaller’s central place theory does not apply then for this particular case study, and a 

polycentric city-region system is preferred. Under the same logic, it is not unreasonable to think of a 

“KIBS polycentric downtown” for Los Angeles, an issue discussed in Section 6.2. 
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Second, KIBS are composed of many different subsectors as they refer to knowledge and 

innovation tasks spread in a large number of the New Economy industries. Therefore, more than 

one geographical cluster should be expected, meaning a polycentric or deconcentrated-concentration 

location pattern for different KIBS. 

Duranton and Puga (2004) explain theoretically how cities are the best environment for economic 

agglomeration in general. Agglomeration efficiencies can be thus highlighted as the main 

agglomeration forces for the knowledge-based sector. Walker and Storper (1981:481) indicate that 

the “geography of industry location unfolds principally as a consequence of the dynamics of 

accumulation”. Moretti (2012:5) adds that “the knowledge economy has an inherent tendency 

toward geographical agglomeration.” Geographic proximity fosters knowledge generation, 

accumulation and transmission, and thus the knowledge-based economy is more likely to cluster. 

However, location is not essential for innovation; rather it is what to invest in to obtain profit 

through production and circulation, as well as the relationships within the knowledge-based 

economy network. In fact, some authors maintain that innovation may also occur further out from 

The explanation is given by Suarez and Walrod (1997) who state that firms more supportive of 

research and product development are non-clustered (and far from downtown) because of their 

desire of “privacy, independence and secrecy” in order to remain competitive. This statement 

contradicts the supposed benefits of clustering. 

The innovation diffusion theory adds that “new techniques and industries incubate in well-

developed areas and then move outward and down through the urban and regional hierarchy” 

(Storper and Walker, 1989:18), but they can also concentrate outside of established metropolises (p. 

33). Our attempt goes in this direction as we suggest that KIBS agglomerate in non-core centers 

besides downtown. 
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3.4.2. Proximity to a centrality or to a connection? 

In this sense, “territorial economies are not only created by proximity input-output relations, but 

also by proximity in the relational dimensions of organizations and technologies” (Storper, 1997:28). 

This “relational character” applies specially to KIBS, whose products and services are mainly 

intangible, and thus strongly rely on relations. Certainly, innovation has to do with spatial context, 

but Suarez and Walrod (1997) and Shearmur and Doloreux (2008) affirm that local milieu or local 

conditions do not affect the innovation behavior of KIBS, but the “accessibilities” typical of major 

metropolitan areas do: to local institutions, culture, information, face-to-face contacts, and markets 

(Storper, 1997; Shearmur, 2010). 

According to Muñiz and García-López (2010), KIBS concentrate because of the search of synergies 

among firms, the specialized nature of the services they offer, the geographic size of the market area 

they try to cover, and the strategically convenient geographic centrality. They also state that there is a 

strong relationship between proximity, knowledge, and spatial concentration: the more the 

knowledge used, especially the tacit knowledge, and the younger the firm, the higher the 

concentration is. 

In fact, Shearmur (2010) states that location may also depend on the type of innovation: cost-

reducing process innovation tends to locate in smaller and more specialized centers, while more 

radical product innovations tend to locate in and around metropolitan areas. Again, geography is not 

a factor of innovation; it provides a context for firms, context more or less conducive to innovation. 

Geography is necessary to be “accessible”, but not essential for innovation. 
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3.4.3. Do local conditions matter to KIBS clustering? 

As the tertiary sector evolves and disaggregates into different sub-sectors, the literature to describe 

and explain the circumstances where KIBS activities locate becomes numerous. Van Winden et al. 

(2007) develop an eclectic multi-criteria analysis on the local structural characteristics facilitating the 

attraction of KIBS to “cities in the knowledge economy”. They differentiate 7 foundations necessary 

for a knowledge and innovation agglomeration: knowledge base, economic base, quality of life, 

accessibility, urban diversity, urban scale, social equity. Under the same philosophy, several scholars 

and theories have explained that there is a direct relationship between economic development and 

the amount and quality of amenities present in a city or region (Clark et al, 2002; Florida, 2002; 

Glaeser and Gottlieb, 2009) 

 Some others (Storper, 1997, 2013) explain that the innovation sector is not only driven by factor 

costs and prices, but the agglomeration themselves “generate or attract their own factor supplies, 

and create their institutional and interaction environments” (Storper, 2013:7) that will attract 

knowledge and innovation activities subsequently. It is a consequential-causal or passive-active 

scenario. Although the former is not the only driving factor of urban growth, we acknowledge this 

statement and propose for further research (Section 6.3) a local conditions analysis to assess 

differences between places with a high quantity of KIBS employees. 

3.4.4. Advantages and disadvantages of KIBS clustering 

Duranton and Puga (2004) identify the three main foundations of urban agglomeration economies: 

sharing, matching and learning. The latter is directly related to knowledge and innovation, since 

these activities are hardly developed in an individual basis. Instead, the learning process is better 

developed when gathering with one or many other individuals: “cities, by bringing together a large 

number of people, may thus facilitate learning” (p. 2098). Not only the newest technology can be 
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learnt, but also skills, strategies, and new ways of management are better acquired. Urban 

environments have been proved excellent places for generation of new ideas (Jacobs, 1969), 

diffusion of innovation (Marshal, 1980), and accumulation of knowledge (Lucas, 1988) [in Duranton 

and Puga, 2004]. Geographic concentrations like metropolitan areas foster the KIBS’ opportunities 

to use information and knowledge, as well as facilitate the access to them (Doloreux and Shearmur, 

2012). The fact that metropolitan areas offer centrality and economies of agglomeration is one of the 

many advantages of KIBS clustering. 

Shearmur (2010) points out three critiques on proximity and knowledge exchange. First, the nature of 

proximity: physical colocation with other economic actors is not essential, but innovation requires 

social, institutional, cognitive, or organizational proximity. Second, proximity and time: geographic 

proximity may not be a constant requirement, but certainly is needed at some point in a 

collaborative relationship. Third, proximity and distance: each point in space possesses a certain 

accessibility potential, but combining accessibilities to local institutions, culture, information, face-

to-face contacts, and markets certain locations will emerge as more conducive to innovation as 

others. 

Finally, we can identify two sets of disadvantages of KIBS clustering. Structural disadvantages are 

firstly related to other specialized high-tech and industrial nodes located apart from KIBS nodes, 

which difficult the interrelationship and interdependency of each other. Second, monocentric urban 

structures may mean a higher vulnerability of KIBS activities since they lack of other closer support. 

Third, even in a polycentric urban structure KIBS nodes may be unarticulated and disconnected 

from each other, either because they are functionally unrelated or because their operational range is 

international rather than local or regional. On the other hand, external disadvantages can also run 

against KIBS nodes: technological progress and globalization/outsourcing make other nodes more 
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attractive to KIBS (i.e. New York over Los Angeles, Irvine-UC over Exposition Park-USC) 

(Moretti, 2012:67-69). As already mentioned, Suarez and Walrod (1997) revealed that certain 

clustered knowledge and innovation establishments are less productive, less profitable and lose 

privacy, so they may be interested in secrecy from other firms and located elsewhere. Interactions 

necessary for innovation are also available outside clusters, so there is no need to co-locate 

(Shearmur 2012). 

 

3.5. How do KIBS locate in Los Angeles in relation to other city-regions? 

The role of KIBS in urban and regional development has been analyzed from several perspectives. 

Rosenthal and Strange (2004:2132-2136) gather some of the findings related to the industrial scope 

of agglomeration economies. Literature has emphasized the existence of localization economies over 

the urbanization ones, meaning that increasing one industry’s presence in a city brings growth and 

development in a higher degree than increasing the city size. On the other hand, literature has 

clarified that diversity encourage growth in a higher level than specialization does. These two facts 

are translated into our scope of work in the sense that in order to maximize KIBS’ growth and 

development potentials, KIBS should be located in determined physical environments closer to each 

other but sharing the space (local or regional) with other industries.  

The largest employment concentrations of advanced producer services in metropolitan regions are 

normally located in the core and in other adjacent secondary poles (Lacour and Puissant, 2008). In 

the case of Paris, the former happens in its suburban nodes of Creteil, Roissy and Orsay, the villes 

nouvelles, and the historical administrative cities of Chartres, Evreux and Beauvais; whereas the KIBS 

employments concentrate in the CBD and a few nearby municipalities (less than 30 km away from 

Paris, including Versailles, Evry, Cergy or Massy) (Sené, 2003:21). 
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Halbert (2004) points out that the central metropolitan business service pole in Paris has 

strengthened so much that it spread to neighboring spaces (La Défense and Boulogne-

Billancourt/Issy-les-Moulineaux). He argues that Paris has a “dissociated polycentricity”: “if main 

business services are still located in a widened metropolitan core, high-technology and R&D 

activities are concentrated in the southwestern part of the region, and most downstream activities 

are concentrated in secondary economic centers in the Inner and Outer Suburbs” (p. 402). Dunning 

(1998:15) hypothesizes that “if specialization of economic activity is limited by the size of the market 

[…] globalization will be accompanied by more, rather than less, specialization; and hence, by 

implication, will lead to further spatial concentration of such activity.” Dunning’s hypothesis at the 

global level can be definitely translated into the Parisian regional context, and into almost every large 

and/or global city-region: globalization allows the city and its clusters to specialize in a certain 

amount of activities that they can excel and trade with other cities. With time, this fact will lead to 

more and different specializations in different clusters. 

Taylor and Pain (2007) differentiate two types of cities performing a different global role. Cities like 

London and Paris, strongly connected to the world city network, “exhibit complex multi-sector 

clustering processes which extends to secondary towns and cities”; while much more polycentric 

city-regions like the RhineRuhr, “cities in proximity to less strongly globally connected Dusseldorf 

show considerable sectorial specialization.” Within the first type, Schwartz (1992a:1) finds that New 

York’s “suburban-based corporate services firms tend to be associated with local or regional markets 

or … with data processing and other back office operations [whereas] Manhattan-based firms serve 

the region’s largest corporations, cater to national and international markets, and are often linked 

with particular agglomeration economies.” New York’s suburban locations are industrially diverse 

but are more dependent of Manhattan. Nelson (1986) found similar results for San Francisco. 
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If we apply the second type’s logic to Los Angeles, a traditionally polycentric region and not as 

global as New York, London or Tokyo (Sassen, 1991), users maximize agglomeration economies, 

such as access to skilled labor and clients, by clustering in different specialized clusters (see Map 1.6 in 

the Appendix): Downtown in finance, West LA in performing arts, Burbank in broadcasting, and 

Irvine in investments. A city with a similar urban structure like Atlanta underwent during the 80s 

and 90s a business and professional services suburbanization redistributed into only two business 

centers in the suburbs (Perimeter and Cumberland) as well as within the city (CBD and Buckhead) 

(Gong and Wheeler, 2002). 

Schwartz (1992b) then analyzes where the largest companies in New York, Chicago and Los Angeles 

obtain five financial and professional services (consulting, auditing, banking, investment banking, 

and legal services). As expected, he determines that central-city-based companies rely on services 

provided within the same city, mainly also centrally-located as few use services provided by firms in 

the suburbs or satellite cities of their metropolitan region. In the “not-so-global” Los Angeles and 

Chicago, more firms use investment banks from outside their regions (especially in New York and 

San Francisco) than from their own cities. In Los Angeles, the same situation happens with banking 

services too. In addition, suburban and satellite-based firms in Chicago remain much more 

dependent on Chicago-based service firms, a fact less apparent in Los Angeles and especially in New 

York. We can thus set a scale from the more to less self-sufficient and international cities: New 

York, Chicago, and Los Angeles. 

In London, Taylor et al (2009) observe complex multi-KIBS sector clustering processes that extend 

to secondary towns and cities. They note that these processes are a key inducement to service 

specialization, increasingly important in global cities. In Barcelona, Muñiz and García-López (2010) 

locate knowledge-intensive activities’ hubs in a 25 km-arc around downtown, a mix of knowledge 



30 

and high-technology industries contiguous to the city, and small high-tech oriented poles at the 

north-east. In other cases like in Copenhagen, KIBS concentrate along a particular urban and 

transportation corridor, where “talents are concentrated in the northern corridors and in the central 

city” (Hansen and Winther, 2010:69). Finally, in Montreal, Coffey and Shearmur (2002) find that 

high-order service employment growth concentrate in a small number of employment poles rather 

than becoming sprawled over the metropolitan area. They state: “Montreal, apparently unlike Los 

Angeles, seems to be still in a phase of polycentricity rather than to have embarked upon what has 

been heralded by some (for example, Gordon and Richardson, 1996) as the next evolutionary phase 

of metropolitan development—scatteration.” 

In their study, Gordon and Richardson (1996) conclude that employment in Los Angeles grows 

slower in subcenters than in the rest of the five-county metropolitan area. They consider that “the 

importance of subcenters may not be based on their role as employment centers alone, but on the 

trip densities”, and clarify that “a subcenter anchored on a suburban mall may have more 

significance than one based on an industrial park, even if the latter generates more jobs”. In order to 

identify subcenters (19 in total), they take into consideration trip generation densities (more than 0.8 

standard deviations above the mean), as well as census tracts with job densities above 12,500 per 

square mile. We consider the nature of this subcenter identification using trip densities being specific 

of Los Angeles and its car-oriented society. However, we also contemplate that this fact may have 

changed toward a not-so-car-oriented society almost 20 years later. 

Giuliano and Small (1991) consider a “subcenter” a continuous set of zones, each with employment 

density above a cutoff (10 employees per acre), that together have at least a certain amount of total 

employment (10,000). For Riverside, San Bernardino, and Ventura counties, the total employment 

cutoff is lowered to 7,000, and the 3 resulting centers are classified as “outer centers” rather than 
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subcenters. They obtain a total of 32 centers: 28 subcenters, the mentioned 3 outer centers, and 

Downtown LA. Specifically, they point out that only 3 subcenters (out of the 32) are specialized in 

services: Los Angeles West, Los Angeles East, and Anaheim/Orange/Garden Grove. 

Sivitanidou (1996) is one of the few who has studied specifically service employment centers in Los 

Angeles, identified as contiguous census tracts over a gross service employment density threshold (z-

score of 0.80 on the density distribution), as well as a service employment size cutoff of 5,000 

workers. “Services” are defined as FIRE, and legal, advertising, other professional, and business 

services. Nine centers are identified: CBD/Wilshire, Century City/Beverly Hills, Canoga Park/ 

Warner Center, Santa Monica, Glendale, Pasadena, Long Beach, Hollywood, and Sherman Oaks. 

In this thesis, we will determine what makes a “KIBS center” by (1) using databases, (2) by selecting 

thresholds on the amount of employees by place of work according to what the literature says, and 

(3) by developing different statistical analyses that help us in this task. Some questions to take into 

account are the following: Are those cutoffs arbitrary? Has the scale already been functionally 

enlarged over the neighboring counties: Ventura, Kern, San Bernardino, Riverside, and Orange? 

Another question we are concerned with is the debates between specialization and diversification, 

and between relative and absolute specialization. Which one is preferred to better achieve regional 

economic development? Kemeny and Storper (2012:32) find that changes in absolute specialization 

are significantly associated to rising wages: the more finance and business services agglomerate in 

New York the higher the wages of New Yorkers are. This is not the case for relative specialization. 

Therefore, the larger the geographical unit the larger the urbanization economies through “sharing, 

matching and learning.” They suggest that regional development, and consequently absolute and 

relative specialization, could only be achieved by “devoting greater effort to a more sophisticated 
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activity.” Inversely, it is difficult to climb up the regional development ladder by only increasing the 

scale of the agglomeration without focusing on quality and innovation. 

This is a fact that regions should learn and understand by all means so they can focus their 

investments in the right place. According to this statement, the constant and reiterative strategies of 

attracting new population or new firms in general for the simple fact of “growth” won’t necessarily 

unleash growth and development. Like they say, the “secret” is in the “what” of specialization: What 

skilled population do we want to attract? What type of firms do we want to strengthen? In their 

example, high relative and absolute specialization in finance and business services, also very high 

wage sectors, led to enrichment on a per capita basis. Unfortunately, the relationship is not the same 

for manufacturing or constructing jobs. The same infertile effect will have the creation of a new 

opera house or a high-speed rail station if other complementary strategies don’t follow them. 
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4. DEFINITION, METHODOLOGY, AND MEASUREMENT  

 

4.1. Knowledge-Intensive Business Services. Toward a definition 

Although there is much controversy when defining the knowledge-based economy (Muller and 

Doloreux, 2009), there is a generalized agreement on what all its components have in common is 

that “they make intensive use of human capital and human ingenuity” (Moretti, 2012:48). Unlike the 

products in the Old Economy, the New Economy is characterized by the immateriality of the 

product created and distributed. Dunning (1998:9) describes knowledge as a “heterogeneous 

commodity” that “can be put to multiple uses”, at multiple (overlapping) times. The definition of 

knowledge industries is complex, subjective, and may change over time. 

Van Winden et al. (2007) noticed two perspectives on what is the “knowledge-based economy”. 

First, it is seen as a separate sector of the economy (i.e. advanced activities in science, technology, and 

innovation).This is the dominant perspective in policy, being the main actors are universities and 

research centers, whose knowledge is applied by them and other service firms afterwards. Patents or 

R&D spending and innovation are two variables used to measure this perspective of the knowledge-

based economy. Second, it is seen as a more dominant factor throughout the economy, as an external 

economy materialized in KIBS firms (Vence and Gonzalez, 2008) acquiring, creating, using and 

disseminating knowledge more effectively as a “final outcome” for greater economic and social 

development. 

In this sense, this double perspective leads to a double definition of KIBS, either as “services that 

involve economic activities which are intended to result in the creation, accumulation or 

dissemination of knowledge” (Miles et al, 1995:18); or as “service firms that are characterised by 

high knowledge intensity and services to other firms and organisations, services that are 
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predominantly non-routine” (Muller and Doloreux, 2009:65), that is, KIBS can be understood as 

services themselves or as service firms (Camacho and Rodríguez, 2005:257). 

According to Miles et al. (1995), the characteristics and role of KIBS in contemporary economies is 

that they (1) rely heavily upon professional knowledge; (2) either are themselves primary sources of 

information and knowledge or they use knowledge to produce intermediary services for their clients’ 

production processes; (3) are of competitive importance and supplied primarily to business. 

One of the typical mistakes when defining Knowledge-Intensive Business Services (KIBS) is that 

although high technology industries and KIBS are often assumed to be related, it is important to 

distinguish between them and to clearly differentiate the service from the manufacturing sector: the 

smartphones and laptops manufacturing belongs to the manufacturing sector; only the research and 

design phases of those smartphones are to be considered part of the knowledge-based economy. In 

this sense, Halbert (2007:15) explains this issue by emphasizing the employee’s function over the 

sector: (1) abstract production function (conception, management and marketing jobs); (2) material 

production function (manufacturing, logistics and cleaning/maintenance jobs); (3) services to 

households (retail and domestic services jobs); (4) authority (public administration, safety and justice 

related jobs); and (5) human development (health, education, culture related jobs). 

Brint (2001:128) explains that the knowledge-based economy includes “business service industries, 

high technology manufacturing industries, professional services industries, some mass media 

industries and large parts of government.” Some of them are traditional professional services, while 

others are new technology based services. Other authors (Muñiz and García-López, 2010; Méndez 

and Sánchez, 2010) consider KIBS of being a subset of the Advanced Producer Services, which are 

composed of or related to FIRE (finance, insurance and real state), PS (producer services), KIS 

(knowledge-intensive services), and HTI (high-technology industries). However, as noted by Halbert 
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(2007:13), this approach tends to include workers that are “not advanced in terms of skills, decision-

making power or creativity”, but also to exclude others “involved in lower-order business services 

whose everyday tasks are of advanced level (managers, engineers, designers that work in more basic 

business services firms).” Finally, Taylor et al (2010a) survey how leading businesses use cities across 

the world (i.e. as headquarter locations, for finance, for professional and creative services, for 

media). Their list of Advanced Producer Services includes accountancy and audit, advertising, 

banking services, insurance, legal services, and management consultancy. 

Sassen (1991), Coffey and Shearmur (2002), Marmolejo and Roca (2008), Lüthi et al. (2010) or 

Muller and Doloreux (2009) are some examples of the knowledge-based economy classifications 

used in global contexts (see Table 0 in the Appendix). Lüthi et al. (2010) differentiate between ‘high-

tech’ (mainly knowledge consumers and/or codified knowledge producers) and ‘Advanced Producer 

Services’ (mainly tacit knowledge producers and/or consumers); Coffey and Shearmur (2002) 

subdivide the latter into FIRE (Financial, Insurance and Real Estate services) and Business services 

(the former more codified than tacit knowledge producer/consumer). Shearmur and Doloreux 

(2009) use activities #54 from the NAICS classification. 

 

4.2. Methodology: locating KIBS employments 

One of the many methods that may be used to study the real extension of the current city-regions is 

by analyzing their tertiary environments. The New Economy represents a high amount of the 

industrial distribution in contemporary cities, usually over two thirds of it. In our case, we are 

interested in studying where the KIBS firms and employees are located, and what are the location 

patterns of different KIBS activities within the Los Angeles city-region. In so doing, we will be able 

to understand if they are sprawled all over the city, like the population is, or if they are clustered in 
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certain centers, and which are those centers. In this way, by determining and locating the current 

centers of economic power represented by the KIBS employments we could know the real 

(functional) extent of the current KIBS economic/functional city-region. 

“Employment, not population, is the key to understanding the formation of urban centers” (Gordon 

and Richardson, 1996; McDonald, 1987). This factor leads us to use employment in KIBS as a tool 

to identify KIBS subcenters in order to understand their location rationality and the possible 

influence in policy and governance in a multicentric city-region like Los Angeles. 

Consequently, we are not interested on Census data, as this source of information provides 

employment data at the place of residence of the survey respondent. This is an important issue that 

scholars usually do not take into account when locating types of employment. However, our home 

and our work are usually geographically apart from each other and commuting times are high. 

Therefore, we are interested on data at the place of work related to the type of employment the 

employees perform (NAICS codes), or any kind of database related to social security affiliation that 

also provides that specific information (Romero et al. 2014a). 

As already mentioned, Noyelle and Stanback (1984) locate agglomeration of “firms with a strong 

technological orientation, R&D laboratories and pools of highly skilled personnel” at a national 

scale. However, the specific structure and scale of the Los Angeles city-region makes this broader 

national-scale quite limited and difficult to adapt to the regional reality of the 21st century. In fact, 

their data sources can be object of many weaknesses when it comes to our knowledge-based 

economy analysis. As an example, for the analysis on R&D activities, the authors focus on (1) 

facilities and establishments (1956 and 1975 editions of the Directory of Industrial Research 

Laboratories in the United States), (2) employment of scientists and engineers (1974 National 

Science Foundation Characteristics of the National Sample of Scientists and Engineers), and (3) 
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employment in the R&D establishments of manufacturing firms (1972 and 1963 Enterprise 

Statistics). Besides of the obsolete character of the data sources, the first source is based on facilities, 

the second source only addresses scientists and engineers, and the third source is limited to R&D 

establishments of manufacturing firms. 

Another complementary method to analyze tertiary environments would be to study where the 

“containers” of KIBS activities are located, that is, where the offices themselves are located, and 

what their rationality of location is. In the second case, some possible sources of information 

allowing identifying and locating offices, that is, properties dedicated to office use, are the land 

register, the cadaster, or the county assessor1 (Romero et al. 2014b). This second analysis and the 

following one are placed within Section 6.3 (Further Research). 

Linking KIBS employments and offices, the third missing element would be to identify 

interconnections between the KIBS firms in the Los Angeles city-region. The goal is to understand 

whether these firms sell/buy products or services to their closer companies, to the companies of 

other cities in Los Angeles or the other counties, to the companies outside California, or even 

internationally: Does innovation created in Los Angeles remain mainly within the city borders, or is 

it transferred to the neighboring counties, to New York, or even to London? In an initial phase, the 

Business Research and Development and Innovation Survey was considered as a source of 

information but we encountered some barriers: (1) detailed census tract data cannot be accessed 

because the survey’s primary concern is protecting the confidentiality of the respondents’ data 

(called “fact of filing”); (2) the California Census Research Data Center at UCLA only give access to 

                                                           
1 Although not used in this research, the Los Angeles County Assessor provides the parcel data and tax local roll data 

(data related to #17 Office Building Use Code, year built, building sq. ft.). Data is available at the UCLA's Spatial Data 

Repository (Mapshare: http://gis.ats.ucla.edu/Mapshare/).  
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the data for statistical purposes in output that is model-based (e.g., regression coefficients on a 

relatively large sample); and (3) the entire proposal process is slow (between 6 months and a year).  

This thesis identifies the structure of the knowledge-based economy in the Los Angeles city-region. 

The key to this method is not just in finding clusters, but in finding similarities and differences in the 

internal composition of the clusters that could allow them to develop stronger interconnections in 

the future and hence to increase their capacities of growth and improve economic development at 

the regional level in Los Angeles. This is possible because of the immaterial character of these 

activities that allow them to interrelate not only with their closer firms in the physical space but also 

with their closer firms in the “space of flows”, either for similarities in the tasks and functions they 

develop or in complementarity with other firms that may help them in their production process. 

After the lay out of the census tracts, one of the lowest geographical scales available, in the city-

region, counts of four place-of-work variables were aggregated into the census tracts. Clusters of 

high concentrations of each variable were then identified and delimited within groups of two or 

more contiguous census tracts. From this starting point, we have developed five analyses: 

ANALYSIS METHOD 

KIBS location pattern: monocentric, sprawled, 

or polycentric? 

Contiguous census tracts that comply with the 

mean plus half standard deviation in each of the 

four place-of-work variables 

Are clusters specialized in KIBS? 
Location Quotient in relation to the total of 

KIBS in each cluster 

Cluster’s KIBS sub-industry specializations 
Location Quotient in relation to each KIBS sub-

industry in each cluster 

Concentration of KIBS specializations Herfindahl Index 

Clusters with similar KIBS specializations Cluster Analysis (dendrogram) 

 



39 

4.3. Measurement: KIBS and NAICS 

Our analysis goes beyond these classifications, comprising the more knowledge and innovation-

related 4-digit NAICS industries. The classical issue of imprecise databases and data classifications 

arises here. The inaccuracy when determining the knowledge-based economy activities is one of the 

problems the researcher finds in this topic. Knowledge and innovation-related activities have not 

been officially identified, so the researcher falls in a subjectivity dilemma when deciding what KIBS 

are and what KIBS are not. This is a conceptual problem (Kemeny and Storper, 2012:3). As an 

example, a university professor is a lecturer, a researcher, or both? How can we discern between the 

different tasks she performs? Same issue with a doctor or an architect, are they doctor and architect 

or medical researcher and university professor? Consequently, the majority of industries perform 

several tasks that could classify that activity in different fields. In our example, industries 6113 

(Colleges, Universities, and Professional Schools) and 6221 (General Medical and Surgical Hospitals) 

usually have a research part that is considered KIBS, and a service part that is not (i.e. teaching, 

medical consultation). However, we have decided to include them in our analysis. 

In addition, Kemeny and Storper (2012:3) explain that this is also “a challenge given the data 

available to analysts.” This is a problem of aggregation or granularity: how and where should we 

define the boundary between activities that are different? How can the NAICS classify “Accounting, 

Tax Preparation, Bookkeeping, and Payroll Services” (code 5412) within the “Professional, 

Scientific, and Technical Services” category, the same as Legal, Architectural, Engineering, and 

Related Services; Computer Systems Design and Related Services; or Scientific Research and 

Development Services? How “Wholesale Electronic Markets and Agents and Brokers” (code 4251) 

are under the “Wholesale Trade” category? Aren’t they “agents and brokers” (buy or sell goods, 

securities, etc.) independently of the field they work for? Therefore, some industries are not 

classified where they should be regarding the tasks they develop. 
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For the present research, data has been retrieved from the online application “SimplyMap 3.0”, 

which collects data from different sources2 and makes them available to the public through their 

website. The analyses presented here in order to measure and locate the knowledge-based economy 

in Los Angeles3 utilize employment by place-of-work data for 2010. These data are distributed 

according to the North American Industry Classification System (NAICS) and standardized to the 

2000 Census Tracts geographies. Our database consists of a tabulation of 41 4-digit NAICS 

industries (see Table 1), mainly within the 51, 52, 54, and 55 categories (Information; Finance and 

Insurance; Professional, Scientific, and Technical Services; and Management of Companies and 

Enterprises, respectively), but also within the 42, 45, and 71 categories, for each of the 3,572 census 

tracts in year 2000 of the Los Angeles city-region (Los Angeles, Ventura, Kern, San Bernardino, 

Riverside, and Orange Counties). 

We found two limitations on this source of information and data. First, we wanted to perform a 

projected dynamic analysis for the years 2000 and 2010 but the lack of access to employment data 

for 2000 did not allow us to. However, we kept year 2000 as the base geography although the census 

tracts’ boundaries are not exactly the same every decade. 4 Second, as we already mentioned 4-digit 

NAICS data does not allow a good analysis of the right KIBS but, as far as we know, there are no 6-

digit NAICS place-of-work employment data to the census tract level. 

                                                           
2 U.S. Census Bureau, ZIP Business Patterns, 2007; U.S. Census Bureau, County Business Patterns, 2007; U.S. Postal 

Service, Business Delivery Data; EASI Central Business District Calculations, among others. Data is available at 

http://geographicresearch.com/simplymap/ 

3 See Feldman (2000:374-377) for a very complete summary of how innovation has been measured (R&D laboratories 

employees or expenditures, patents, innovation citations, new firms…) and located (at the state level, MSA or CMSA, 

counties, Bureau of Economic Analysis areas, or U.S. postal zones) until that moment. It is remarkable the fact that she 

does not mention any analysis at the census-tract level. 

4 They may no change (i.e. census tracts have the same boundary and share the same area), may be reviewed (boundaries 

may extend or contract), may merge (two or more census tracts merge together), or may split (one census tract is divided 

into two or more). This creates a minor challenge when trying to do time series analyses. 
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Table 1. Knowledge-Intensive Business Services (KIBS) classification for our case study. 

 

The 4 variables used are the following (see Maps 1.1 to 1.4, 2.1 to 2.4, and 3.1 to 3.4 in the Appendix): 

Employees, Total (2010) Businesses, Total (2010) 

Mean  1,961 

N  3,572 

Std. Dev. 3,810 

x  + ½ s 

1,961 + 1,905 = 3,866 

 

Mean  126 

N  3,572 

Std. Dev. 189 

x  + ½ s 

126 + 95 = 221 

 

Employees in KIBS, Total (2010) Businesses in KIBS, Total (2010) 

Mean  361 

N  3,572 

Std. Dev. 1,076 

x  + ½ s 

361 + 538 = 899 

 

Mean  30 

N  3,572 

Std. Dev. 60 

x  + ½ s 

30 + 30 = 60 

 

 

In order to identify KIBS clusters we arbitrarily decided to select the contiguous census tracts that 

comply with the mean plus half standard deviation in each of the four variables.5 

  

                                                           
5 The query we used is the following: "EMPL2010" >=3866 AND "BUSI2010" >=221 AND "TOT_EMPL10" >=839 

AND "TOT_BUSI10" >=58; being "EMPL2010" is Employees, Total (2010); "BUSI2010" is Businesses, Total (2010); 

"TOT_EMPL10" is Employees in KIBS, Total (2010); and "TOT_BUSI10" is Businesses in KIBS, Total (2010). 

42 Wholesale Trade 5223 Activities related to credit intermediation 
4251 Wholesale electronic markets and agents and brokers 5231 Securities & commodity contracts intermediation & brokerage 
4541 Electronic shopping & mail-order houses 5232 Securities & commodity exchanges 

51 Information 5239 Other financial investment activities 
5111 Newspaper, periodical, book, & directory publishers 5241 Insurance carriers 
5112 Software publishers 5242 Agencies, brokerages, & other insurance related activities 
5121 Motion picture & video industries 5259 Other investment pools & funds (part) 
5122 Sound recording industries 54 Professional, Scientific, and Technical Services
5151 Radio & television broadcasting 5411 Legal services 
5152 Cable & other subscription programming 5413 Architectural, engineering, & related services 
5161 Internet publishing & broadcasting 5414 Specialized design services 
5171 Wired telecommunications carriers 5415 Computer systems design & related services 
5172 Wireless telecommunications carriers (except satellite) 5416 Management, scientific, & technical consulting services 
5173 Telecommunications resellers 5417 Scientific research & development services 
5174 Satellite telecommunications 5418 Advertising & related services 
5175 Cable & other program distribution 5419 Other professional, scientific, & technical services 
5179 Other telecommunications 55 Management of Companies and Enterprises
5181 Internet service providers & web search portals 5511 Management of companies & enterprises 
5182 Data processing, hosting, & related services 71 Arts, Entertainment, and Recreation
5191 Other information services 7111 Performing arts companies 

52 Finance and Insurance 7113 Promoters of performing arts, sports, & similar events 
5211 Monetary authorities - central bank 7114 Agents/managers for artists, athletes, & other public figures 
5221 Depository credit intermediation 7115 Independent artists, writers, & performers 
5222 Nondepository credit intermediation 
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5. FINDINGS 

 

5.1. Results for the Los Angeles city-region 

Los Angeles city-region went from 17.1 million inhabitants in 2000 to 18.8 million in 2010, a 9.9% 

growth. Our selected KIBS clusters went from 927,000 to 1.1 million, a 14.8% growth, showing how 

dynamic these environments are. In 2010, they all account for almost 1.9 million employees, 29% 

being KIBS. As for businesses, 98,215 firms can be found in the clusters, 33% being KIBS firms. 

Our initial hypothesis was that KIBS locate in a polycentric pattern, being important in the central 

metro area as well as in other non-core areas in a concentrated pattern. After accounting for the four 

2010 place-of-work variables (employees total, KIBS employees total, business total, and KIBS 

business total), we were able to identify 161 census tracts that form a total of 39 clusters6 composed 

of between 2 to 24 census tracts(see Table I in the Appendix). 

Irvine and West LA take the first places in both total employees and KIBS employees, mainly 

because they cluster 24 and 16 census tracts, respectively; followed by Downtown and Burbank (see 

Table 2). However, other clusters that are lower in the absolute total employment ranking escalate up 

in another: Chino and Pasadena take the fifth and sixth positions in total employment, while 

Pasadena and Santa Monica take the same places in KIBS employments. This fact shows evidence 

on how city-region peripheries may agglomerate less knowledge-intensive KIBS than more central 

clusters. 

                                                           
6 As already mentioned, we only took into account the contiguous census tracts to form a cluster, neglecting the individual 

isolated census tracts that also complied with our threshold (the mean plus half standard deviation). 
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On the other hand, West LA surpasses Irvine in both total businesses and KIBS businesses, 

meaning that the former has more businesses with fewer employees in average. Also, Downtown 

and Sherman Oaks join them as the third and fourth positions in total businesses, while Sherman 

Oaks escalates one position and Downtown takes the fifth in KIBS businesses. This means that 

clusters like Sherman Oaks or West LA have more businesses and KIBS businesses with fewer 

employees in average, whereas Downtown has more KIBS employees in fewer KIBS businesses: if 

we divide the employees in KIBS by the businesses in KIBS we get that Downtown has 26.4 

employees per firm while West LA has 9.4. 

However, we can see that Kemeny and Storper’s debate (2012) about the economic effects of share 

versus size does not apply: within every variable, both absolute and relative rankings are the same. 

Table 2. Absolute and Relative Specialization among the first 10 clusters 

 

Absolute Relative Absolute Relative

294,074 Irvine 15.9 Irvine 96,293 Irvine 18.1 Irvine

148,544 West LA 8.0 West LA 58,661 West LA 11.1 West LA

109,325 Downtown 5.9 Downtown 38,435 Downtown 7.2 Downtown

92,940 Burbank 5.0 Burbank 36,516 Burbank 6.9 Burbank

66,001 Chino 3.6 Chino 29,576 Pasadena 5.6 Pasadena

63,838 Pasadena 3.4 Pasadena 22,831 Santa Monica 4.3 Santa Monica

63,522 Santa Ana 3.4 Santa Ana 18,602 Glendale 3.5 Glendale

62,654 Santa Monica 3.4 Santa Monica 16,170 Culver City 3.0 Culver City

59,994 Rancho Cucamonga 3.2 Rancho Cucamonga 14,528 Woodland Hills 2.7 Woodland Hills

52,462 San Bernardino 2.8 San Bernardino 14,061 Santa Ana 2.7 Santa Ana

Absolute Relative Absolute Relative

13,330 West LA 13.6 West LA 6,230 West LA 19.4 West LA

12,838 Irvine 13.1 Irvine 4,965 Irvine 15.5 Irvine

6,913 Downtown 7.0 Downtown 2,397 Sherman Oaks 7.5 Sherman Oaks

4,360 Sherman Oaks 4.4 Sherman Oaks 1,600 Santa Monica 5.0 Santa Monica

3,981 Santa Monica 4.1 Santa Monica 1,454 Downtown 4.5 Downtown

3,562 Burbank 3.6 Burbank 1,186 Burbank 3.7 Burbank

3,176 Santa Ana 3.2 Santa Ana 1,176 Pasadena 3.7 Pasadena

2,928 Pasadena 3.0 Pasadena 830 Agoura Hills 2.6 Agoura Hills

2,906 Rancho Cucamonga 3.0 Rancho Cucamonga 804 Santa Ana 2.5 Santa Ana

2,495 Chino 2.5 Chino 707 Woodland Hills 2.2 Woodland Hills

Employees, Total (2010) Employees in KIBS, Total (2010)

Businesses, Total (2010) Businesses in KIBS, Total (2010)
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We can then state that KIBS locate in a polycentric pattern, agglomerating in 39 clusters (about 

0.8% of the Los Angeles city-region’s area) the knowledge and innovation sector of this “global 

city.” Table 3 shows a comparison of the data by county. Los Angeles County has the highest 

concentration of every value, more than 50% in all of them; followed by Orange County, with 

around one quarter of the data. The other 10 to 15% is distributed between San Bernardino, 

Ventura, and Kern counties. 

Table 3. Data by county level in the Los Angeles city-region. 

 

The next step is to know whether or not our KIBS clusters were actually specialized in KIBS. 

Having a high amount of KIBS employments does not mean that a cluster is primarily committed to 

that kind of activity. Instead, there can be other non-KIBS activities important as well. Again, 

Kemeny and Storper (2012) explain that it is impossible to rank cities according to relative and 

absolute specialization at the same time. In our case, 18,602 KIBS employments mean Glendale’s 

specialization in this industry (60% of the cluster-based employments), but 96,293 KIBS 

employments in Irvine’s make up for only 33% of the cluster-based workforce (see Table I in the 

Appendix). “Absolute and relative concepts of specialization, then, provide very different images of 

the economy” (Kemeny and Storper, 2012:10). 

Therefore, although it should be taken with caution, we were inclined toward a relative specialization 

measure such as the location quotient in order to compare the degree of specialization of each 

County Clusters
Census 

Tracts

Population 

2010
%

Employees, 

Total (2010)
%

Employees 

in KIBS, 

Total (2010)

%
Businesses, 

Total (2010)
%

Businesses 

in KIBS, 

Total (2010)

%

Kern 1 2 11,616 1.0 22,384 1.2 5,493 1.0 1,421 1.4 326 1.0

Los Angeles 23 96 582,074 52.0 1,044,388 56.3 344,183 64.9 60,362 61.5 21,547 67.1

Orange County 7 44 329,617 29.5 499,133 26.9 139,447 26.3 23,074 23.5 7,540 23.5

Riverside 2 4 32,266 2.9 32,754 1.8 3,898 0.7 1,648 1.7 331 1.0

San Bernardino 3 8 102,846 9.2 178,457 9.6 23,029 4.3 7,504 7.6 1,304 4.1

Ventura 3 7 59,993 5.4 76,702 4.1 14,545 2.7 4,206 4.3 1,041 3.2

TOTAL 39 161 1,118,412 1,853,818 530,595 98,215 32,089
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cluster in KIBS (see Map 1.5 in the Appendix). Clusters highly specialized in KIBS (> 1.5) are Glendale 

and Pasadena, where more than 40% of their employees work in KIBS (60% in Glendale). Sherman 

Oaks and Westlake are very close to this result as well. Clusters specialized in KIBS (1-1.5) are 

mainly found in Los Angeles County, especially in the spine from Downtown to Santa Monica7: 

between 30 and 40% of their employees work in KIBS. The other clusters, even if they have high 

amounts of KIBS, they are not specialized in KIBS, meaning that other type of employments 

balance their KIBS’ importance within the Los Angeles city-region. Consequently, we can state that 

not all of the clusters are specialized in KIBS, only about 50% of them. 

We were then interested in knowing what are the KIBS clusters specialized in. What is their 

internal KIBS specialization? Do they have similar inner compositions or are there some clusters 

specialized in one KIBS industry whereas others are specialized in something different? This analysis 

helps us draw future linkages between similar or complementary KIBS clusters depending on their 

needs. Being spatially close within the city-region, KIBS firms could take advantage of agglomeration 

economies and be served or serve other firms that they weren’t aware of their existence. However, 

being functionally close can also help to this fact.  

We thus performed a location quotient analysis for each cluster’s individual KIBS industries in 

relation to the other clusters’ KIBS industries (see Table I in the Appendix). On the one hand, Table 4 

shows the five highest LQs for each of the clusters so we can see a broader picture of their internal 

specializations. On the other hand, Map 1.6 in the Appendix visually shows only the first column, 

that is, the highest LQs in every cluster. 

 

                                                           
7 This is one of the reasons that take us in the conclusions to talk about a redefinition of “Los Angeles downtown” from 

Downtown to the beach via the Wilshire/Santa Monica Corridor. 
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Table 4. Five highest location quotients in the Los Angeles city-region. 

 

As we can observe, the four largest clusters in absolute and relative terms are specialized as follows: 

Downtown in finance, performing arts, and investments; West LA in performing arts, independent 

artist, and internet publishing & broadcasting; Burbank in broadcasting, motion picture and sound 

recording industries; and Irvine in investments, telecommunications, finance and insurance. 

Sherman Oaks is specialized in telecommunications, performing arts & independent artists, and 

Bakersfield #7113 #5182 #7111 #5413 #5411 West LA #7114 #7115 #5161 #5152 #5231

41.92 10.60 2.21 1.39 1.23 6.90 3.52 3.49 3.45 2.46

Oxnard #5171 #5111 #5175 #4541 #5174 Santa Monica #5122 #5417 #5112 #5191 #5121

6.88 5.64 4.80 3.38 3.29 5.51 4.31 3.57 3.09 2.19

Moorpark #5181 #5182 #5173 #5222 #5171 Culver City #5121 #5191 #4251 #5414 #5174

23.34 8.32 5.23 3.57 1.72 5.99 5.92 3.48 2.73 2.43

Thousand Oaks #5417 #5231 #5191 #5419 #5242 Ladera Heights #5259 #5175 #5191 #5112 #5173

4.98 4.94 3.98 3.24 2.23 8.89 8.48 4.03 3.73 2.70

Agoura Hills #5112 #5231 #5419 #5413 #5173 El Segundo #5175 #5417 #4541 #5191 #5415

4.66 3.44 2.60 2.21 2.00 6.64 6.04 4.71 3.12 2.94

Santa Clarita #5417 #5413 #5171 #4541 #5416 Bellflower #5418 #5172 #5175 #4541 #5211

6.41 3.11 2.38 2.18 2.12 14.35 7.70 6.20 4.11 3.71

Canoga Park #5174 #5175 #5221 #4541 #5419 Norwalk #4251 #5223 #5419 #5413 #5414

8.78 7.68 4.23 3.75 2.65 12.75 6.50 2.36 2.29 1.85

Woodland Hills #5241 #5173 #5111 #5181 #5191 Irvine #5259 #5172 #5222 #5223 #4251

6.79 4.89 2.59 2.25 2.18 3.25 2.33 2.14 1.72 1.63

Sherman Oaks #5179 #7115 #7111 #5211 #5242 Laguna Niguel #5179 #5232 #5223 #5259 #5182

14.63 6.65 3.67 2.94 2.18 33.02 30.57 7.53 5.76 2.99

Burbank North #7111 #5151 #5174 #5175 #5112 Mission Viejo #5232 #4541 #5174 #5417 #5231

7.80 6.00 3.60 2.97 2.82 141.11 6.42 5.83 5.50 4.64

Burbank #5151 #5121 #5122 #5152 #5174 Foothill Ranch #5172 #5181 #5222 #5416 #5415

6.28 5.18 4.71 4.34 2.32 5.25 4.46 3.94 1.80 1.58

Glendale #5415 #5179 #5511 #5242 #5241 Santa Ana #5111 #5419 #5174 #5413 #5223

4.72 3.79 2.94 2.33 2.10 6.56 2.63 2.61 2.01 1.84

Pasadena #5171 #5417 #5221 #5239 #5413 Orange #5242 #4251 #5222 #5223 #5241

4.47 3.19 2.57 2.38 1.60 4.04 2.91 2.70 2.60 2.21

Arcadia #5173 #5171 #5182 #5174 #5112 Anaheim Hills #5172 #5179 #5232 #5171 #5181

5.75 4.95 4.82 4.59 4.43 16.54 7.98 4.87 3.69 2.85

West Covina #5111 #4541 #5418 #5419 #5221 Chino #5175 #4541 #5173 #4251 #5191

5.97 4.45 3.31 3.03 2.61 7.76 5.98 3.99 2.65 2.25

Downtown #5211 #7111 #5221 #5239 #5411 Rancho Cucamonga #5223 #5222 #5419 #5171 #5111

11.38 3.68 2.86 2.75 2.59 4.08 3.65 2.18 1.79 1.76

Westlake #5173 #5174 #5242 #5179 #5411 San Bernardino #5112 #5511 #7113 #5413 #5232

5.83 5.68 4.23 4.04 3.43 11.28 2.27 1.92 1.47 1.28

Central LA #5111 #5161 #5173 #5511 #5239 Palm Springs #7111 #5171 #5151 #5111 #7113

3.78 2.32 2.24 1.90 1.85 17.01 8.92 4.72 3.51 3.28

Hollywood #5152 #5175 #5122 #5191 #5161 Palm Desert #5175 #5151 #7113 #5179 #5511

6.36 5.37 4.61 4.10 3.16 14.59 4.26 3.47 2.54 2.08

Century City #5151 #5175 #5152 #5161 #5121

10.27 6.34 4.89 4.60 2.32

KIBS CODES 5222 Nondepository credit intermediation 

4251 Wholesale electronic markets and agents and brokers 5223 Activities related to credit intermediation 

4541 Electronic shopping & mail-order houses 5231 Securities & commodity contracts intermediation & brokerage 

5111 Newspaper, periodical, book, & directory publishers 5232 Securities & commodity exchanges 

5112 Software publishers 5239 Other financial investment activities 

5121 Motion picture & video industries 5241 Insurance carriers 

5122 Sound recording industries 5242 Agencies, brokerages, & other insurance related activities 

5151 Radio & television broadcasting 5259 Other investment pools & funds (part) 

5152 Cable & other subscription programming 5411 Legal services 

5161 Internet publishing & broadcasting 5413 Architectural, engineering, & related services 

5171 Wired telecommunications carriers 5414 Specialized design services 

5172 Wireless telecommunications carriers (except satellite) 5415 Computer systems design & related services 

5173 Telecommunications resellers 5416 Management, scientific, & technical consulting services 

5174 Satellite telecommunications 5417 Scientific research & development services 

5175 Cable & other program distribution 5418 Advertising & related services 

5179 Other telecommunications 5419 Other professional, scientific, & technical services 

5181 Internet service providers & web search portals 5511 Management of companies & enterprises 

5182 Data processing, hosting, & related services 7111 Performing arts companies 

5191 Other information services 7113 Promoters of performing arts, sports, & similar events 

5211 Monetary authorities - central bank 7114 Agents/managers for artists, athletes, & other public figures 
5221 Depository credit intermediation 7115 Independent artists, writers, & performers 
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banking & insurance services; whereas Santa Monica in software publishing, motion picture and 

sound recording industries, and R&D. 

In order to better understand these results, we performed an analysis of the coefficient of 

concentration so we could understand how concentrated are KIBS specializations within the 

clusters. The Herfindahl-Hirschman Index (“HHI”) is calculated by summing the squares of the 

individual firms’ market shares, giving proportionately greater weight to the larger market shares8. 

HHI measures the aggregate difference between a cluster’s sectorial employment pattern and one 

that would arise if employment were uniformly distributed. Clusters with HHI values near zero 

exhibit a uniform distribution over space, meaning that the KIBS they are specialized in are spread 

or diversified in other clusters too. HHI values closer to one indicate clusters with highly 

concentrated KIBS in only a few clusters. 

Rosenthal and Strange (2003) uses the Herfindahl Index to find that employment diversity 

encourages the creation of new firms, a fact consistent with Jacobs or localization externalities. In 

the same sense, Glaeser et al (1992) find that more diversity in the local economy is associated with 

higher rates of growth. Kemeny and Storper (2012:4-6) offer three arguments for diversification: (1) 

it spreads the risk from economic fluctuations; (2) its effects are sensitive to size; and (3) diversity 

offers easiness and rapidity to capture new activities. In our case, KIBS provide a higher level of 

diversification to the agglomeration, and the larger (and diversified) the agglomeration the better 

these positive externalities are integrated or incorporated in the city-region. 

In Los Angeles, the majority of the clusters are diverse in the industries they are specialized in (see 

Map 1.7 in the Appendix). There are only two clusters whose specializations are highly concentrated in 

them: Culver City and Burbank. This means that broadcasting, motion picture and sound recording 

                                                           
8 Department of Justice and Federal Trade Commission (2010). Horizontal Merger Guidelines. § 5.3 
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industries (see specializations in Table 4) are located in very few clusters other than Burbank. One of 

these few places is Culver City, which also agglomerates almost exclusively wholesale electronic 

markets and agents, satellite telecommunications, other information services, and specialized design 

services. It seems that localization economies for KIBS act powerfully in these two clusters. 

Although having high quantities of KIBS employees, they are specialized in fewer industries than the 

rest of the clusters, meaning that their KIBS are less diverse but strongly concentrated in them. This 

fact correlates with the idea that “location brings together closely related activities to benefit 

innovation” (Feldman, 2000:384). In addition, Feldman and Audretsch (1996) find that “industries 

that rely on the same science base tend to cluster geographically and the presence of diverse 

industries within the same science base in a city leads to increased innovation” (Feldman, 2000:385). 

Thus, this fact is linked to localization economies, an idea corroborated by our results. 

Urbanization economies are actually a force for diversification, not for specialization (Kemeny and 

Storper, 2012:5). They explain that Marshall-Arrow-Romer externalities do not provide the different 

and specific inputs (capital, labor, knowledge, supply chains) that the sectors need. They provide 

better “a vast and very complex social division of labor” that strengthens a diversified economy. 

Finally, we wanted to know whether or not we could draw differences and/or similarities 

between clusters from their internal KIBS agglomerations. As a result we posed two questions: 

(1) Are their internal amounts of KIBS sub-industries similar to clusters? (2) Are some clusters 

specialized in the same KIBS sub-industries as other clusters? 

In order to answer both questions we performed a Cluster Analysis that helped us to regroup the 39 

clusters in more manageable and comprehensive “supraclusters” based on their absolute number of 

KIBS employments and the level of KIBS specializations (LQs) in every cluster’s KIBS sub-

industries. A dendrogram graphic is used for this task (see Figure 1). Clusters joined by lines near the 
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left side of the dendrogram are the most similar in content, whereas clusters joined near the right 

side are less similar or dissimilar. Every time one of the horizontal lines touches an arbitrary and 

self-determined vertical line we count a supracluster. 

Figure 1. Supraclusters for the amount of KIBS employments (left) and KIBS specializations 

(right) in Los Angeles city-region. 

  

The dendrogram in the left shows relationships according to the amount of KIBS employments at every 

individual KIBS sub-industry. At about 3 rescaled distance units (closer to the left side, so more 

similar) we find 8 supraclusters: the clusters from Laguna Niguel to Westlake add up to one 

supracluster; Woodland Hills is another supracluster in its own, Glendale and Pasadena forms the 
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third supracluster, Santa Monica and Culver City the fourth one; and Downtown, West LA, 

Burbank, and Irvine are four individual supraclusters. This means that the clusters making part of 

the first supracluster have similar amounts of KIBS at their respective 41 sub-industries; Woodland 

Hills has different quantities of KIBS sub-industries in relation to the other clusters; Glendale and 

Pasadena, and Santa Monica and Culver City have similar internal distributions between each other; 

while the last four supraclusters have each other dissimilar amounts of KIBS at the 41 sub-industries 

and cannot be related to any of the other clusters, so they form individual supraclusters. 

The dendrogram in the right shows relationships in terms of the levels of specializations in KIBS. At 

about 3 rescaled distance units (closer to the left side) we find 4 supraclusters: the clusters from 

Irvine to Moorpark are one supracluster; and Bakersfield, Laguna Niguel, and Mission Viejo stand 

alone in three individual supraclusters. This means that the first supraclusters have similar levels of 

KIBS specializations, while the other three are specialized at different levels in KIBS sub-industries 

than the first one. 

Consequently, following Rosenthal and Strange (2003), Glaeser et al (1992), and Kemeny and 

Storper (2012:4-6), we could assume that the supraclusters with less clusters in each of the 

dendrograms are diverse from the larger ones so a better economic environment can be depicted in 

them. In the first case, we have supraclusters with similar amounts of KIBS showing the absolute 

strength of the KIBS agglomeration: they are similar in the absolute hierarchy, in the vertical 

distribution. In the second case, we have supraclusters with similar levels of KIBS specializations 

showing the functional strength of the KIBS agglomeration: they are similar in the relative hierarchy, 

in the horizontal distribution. Both factors, similar amounts of KIBS and similar levels of KIBS 

specializations interrelate together and give a comparative advantage to the clusters more similar to 

each other in comparison to the more diverse clusters, the ones forming the largest supraclusters. 
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5.2. A comparison with New York and Chicago city-regions 

Our last hypothesis was to determine or to understand whether this KIBS polycentric pattern in Los 

Angeles is a product of its polycentric geography or of something else. How weak or strong is Los 

Angeles relative to other cities? Is its polycentricity the responsible of its KIBS weakness/strength? 

In order to solve these questions, we decided to compare the results for Los Angeles with the two 

other largest Combined Statistical Areas in the U.S.:9 the city-regions of New York and Chicago. The 

five analyses developed for Los Angeles in the previous section have been replicated for them. 

We obtained that KIBS also locate in a polycentric pattern similar to the one in Los Angeles, 

probably seeking for agglomeration economies, especially localization externalities (see Maps 2.5 to 2.7 

and 3.5 to 3.5 in the Appendices). Table 5 shows the basic data on the three city-regions. While Los 

Angeles has 39 clusters, New York has 33, and Chicago has 8. However, in this same order, they are 

in average smaller in area and have less census tracts per cluster. This means that although Los 

Angeles has the largest number of clusters, they are in average smaller than those in New York and 

in Chicago. The average cluster in Los Angeles has 4 census tracts of about 9 sq mi, New York 

clusters are about 6 tracts large and 15 sq mi, while Chicago’s are 8 tracts of 23 sq mi each. 

Table 5. Basic data for the Los Angeles, New York, and Chicago city-regions. 

 

                                                           
9 The largest is the New York-Newark, NY-NJ-CT-PA Combined Statistical Area with 23,076,664 million inhabitants in 

2010; followed by the Los Angeles-Long Beach, CA Combined Statistical Area with 17,877,006; and Chicago-Naperville, 

IL-IN-WI Combined Statistical Area with 9,840,929 (U.S. Census Bureau). 

City-Region
KIBS 

Clusters

Census 

Tracts

CT per 

cluster

City-Reg 

Area    

(sq mi)

Clusters 

Area    

(sq mi)

Area per 

cluster

Population 

2010

Employees, 

Total (2010)

Employees 

in KIBS, 

Total (2010)

% 

Employees 

in KIBS

Businesses, 

Total (2010)

Businesses 

in KIBS, 

Total (2010)

% 

Businesses 

in KIBS

Los Angeles 39 161 4.13 42,323.99 346.47 8.88 1,118,412 1,853,818 530,595 28.6 98,215 32,089 32.7

New York* 33 207 6.27 14,928.79 500.76 15.17 1,241,114 3,101,183 1,273,165 41.1 136,389 46,187 33.9

Chicago* 8 65 8.13 10,936.21 180.59 22.57 444,472 1,093,071 435,514 39.8 42,698 15,329 35.9

*Combined Statistical Area 
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In addition, although housing a similar quantity of inhabitants, New York agglomerates almost 

double of employees and more than double of KIBS employees (see Table 5). As for Chicago, its 

clusters agglomerate 1 million employees, 40% in the KIBS sectors; while Los Angeles agglomerates 

almost 2 million employees but only about 30% of them are in KIBS. These data show the absolute 

and relative “KIBS weakness” of Los Angeles with respect the two other city-regions. Los Angeles, 

although having more and smaller KIBS clusters, has less KIBS employees per cluster: 13,605 

employees in KIBS per cluster, versus 38,581 in New York’s clusters and 54,439 in Chicago’s. The 

same happen with KIBS businesses per cluster: 823 in Los Angeles; 1,400 in New York; and 1,916 

in Chicago. What is the reason for this distribution? Could the less polycentrity degree of Chicago 

“force” KIBS to agglomerate in fewer but more potent clusters? Could the higher polycentricity of 

Los Angeles spread them in more but weaker KIBS clusters? 

As a cue, by looking at the Maps in the Appendix, we can easily see how separated and far apart are 

Los Angeles’ clusters, while Chicago’s are closer to each other and New York’s are in an 

intermediate distance. Bakersfield and Palm Desert in Los Angeles (the most northern and southern 

clusters) are 200 miles apart as the crow flies10; while Meriden, CT and Princeton, NJ are separated 

“only” 130 miles apart; and Lincolnshire, IL and Naperville, IL only 30 miles apart. 

The second step is to verify whether or not these polycentric KIBS clusters are specialized in KIBS. 

Unlike in Los Angeles, Maps 2.5 and 3.5 in the Appendix show that only 6 clusters out of 33 in 

New York are specialized in KIBS (LQ > 1 in Manhattan, Bedminster, Melville, Newark, 

Princeton, Stamford), and only 2 clusters out of 8 in Chicago (Downtown and Carpentersville). 

Table 6 shows that the five largest clusters in absolute and relative terms in New York are 

specialized as follows: Manhattan in securities & commodities exchanges, investment pools, sound 

                                                           
10 If we consider these two as outliers for being that far away, Oxnard and Laguna Niguel are 100 miles apart. 
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recording industries, and agents/managers for artists11; Princeton in R&D, satellite communications, 

and management of companies; White Plains in credit intermediation, internet service providers, and 

computer systems design; Bedminster in telecommunications, insurance, and credit intermediation; 

and Melville in cable & program distribution, insurance, and credit intermediation as well. 

On the other hand, Downtown Chicago is specialized in securities & commodities exchanges and 

banks, broadcasting, and legal services; Downers Grove in telecommunications, R&D, and 

management of companies; and Schaumburg in telecommunications, and data processing. We can 

prove again that KIBS clusters in New York and Chicago are specialized in different sectors. 

The New York city-region dendrogram related to the amount of employments at every individual KIBS 

industry (see Figure 2; left) show that at about 5 rescaled distance units we find 7 supraclusters: 

the first one from Glenville to Newark, Stamford as a second one; Clinton, Florham Park and White 

Plains a third one; and four individual supraclusters in Melville, Mahwah Township, Princeton, and 

Bedminster. On the other hand, the dendrogram in the right (relationships in terms of the 

specializations in KIBS) shows much more internal diversity and fewer similarities among clusters and 

their inner KIBS specializations. At about 5 rescaled distance units we find 12 supraclusters. 

In the case of Chicago we have to go down to 2 rescaled distance units to find any significant cluster 

grouping in terms of the quantities of KIBS they agglomerate: 3 supraclusters, one from 

Carpentersville to Schaumburg, whereas Downers Grove and Downtown are two separate 

supraclusters. There is more diversity when it comes to their specializations in KIBS: 6 supraclusters. 

Northbrook, Downtown, and Downers Grove are one, meaning that these three are specialized in 

                                                           
11 Although Manhattan is also specialized in Finance and Insurance (#52), these are not the highest location quotients: 

#5259 is fourth with a LQ of 1.41, #5231 is sixth with 1.34, #5211 is ninth with 1.31, and #5239 is eleventh with 1.30. 
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similar KIBS; and the rest of the clusters remain separated in individual supraclusters, meaning that 

they are specialized in different KIBS. 

Table 6. Five highest location quotients in New York and Chicago city-regions. 

 

NEW YORK

Meriden #5172 #5417 #5171 #5182 #5223 Cliffside Park #5174 #5419 #5417 #5182 #5121

18.06 11.69 5.16 4.22 2.76 33.74 8.84 5.03 3.13 2.85

New Haven #5171 #5181 #5223 #7111 #7113 Hudson #5211 #5152 #5182 #5179 #7115

8.98 6.82 3.64 2.59 2.15 21.02 3.63 3.13 3.02 2.82

Georgetown #5417 #4541 #5191 #5419 #5181 Newark #5173 #5223 #5241 #5175 #5111

20.72 8.26 4.79 2.41 1.61 37.97 5.31 4.20 3.49 2.73

Norwalk #5161 #5175 #4251 #5222 #5152 Little Falls #5181 #5112 #5223 #4251 #5416

19.30 12.28 6.49 4.73 4.42 18.85 5.06 4.91 4.17 3.94

Stamford #5174 #7113 #5222 #5152 #5112 Clinton #5172 #4251 #5416 #5242 #5182

21.66 3.42 2.41 2.25 2.19 5.98 4.09 2.23 2.12 1.95

White Plains #5223 #5181 #5415 #5222 #5172 Roseland #5241 #5181 #5112 #5182 #5242

4.08 2.94 2.55 2.46 2.02 4.45 3.49 3.41 3.23 2.45

Glenville #5175 #5417 #5112 #4541 #5182 Florham Park #5179 #5417 #5416 #5511 #5415

16.37 5.31 4.92 3.67 3.31 6.27 4.13 2.19 2.14 1.54

Mahwah Township #4251 #5417 #5511 #5173 #5111 Morris Plains #5171 #5179 #5172 #5413 #5182

5.73 3.55 3.48 2.25 1.91 11.14 4.46 4.11 3.93 2.77

Paramus #5172 #4251 #5223 #5222 #5419 Bedminster #5172 #5171 #5173 #5241 #5222

16.19 4.21 3.21 2.64 2.42 6.64 4.46 3.14 2.96 2.76

Central Islip #5112 #5222 #5175 #4541 #4251 Iselin #5112 #5173 #5415 #5182 #5179

16.82 5.52 4.21 2.72 2.69 8.02 7.39 5.17 3.45 2.37

Melville #5175 #5223 #5222 #5241 #5416 Metuchen #4541 #5181 #5415 #4251 #5417

7.37 5.16 3.21 2.30 2.23 16.28 11.31 7.78 3.67 2.61

Hicksville #5174 #5171 #5511 #5222 #5241 Somerset #5241 #5416 #5511 #5415 #5182

27.56 3.58 2.75 2.26 2.24 3.21 2.40 2.28 1.84 1.81

Garden City #5242 #5222 #5171 #5411 #5223 Princeton #5417 #5174 #5419 #5511 #5161

3.77 3.41 2.90 2.87 1.38 6.37 4.58 3.52 2.42 1.64

Roslyn Estates #5173 #5111 #5222 #5151 #5242 Shrewsbury #5175 #4541 #5173 #5181 #5413

4.84 4.24 2.69 2.37 2.29 20.41 14.52 5.91 4.37 3.78

Upper East Side #5417 #7115 #5151 #5191 #5414 Bethlehem #5175 #5191 #5181 #5414 #5182

14.69 4.52 3.87 3.50 3.00 18.23 7.29 5.10 3.82 3.40

Lincoln Square #7113 #5151 #7111 #5191 #7115 Allentown #5241 #5413 #5511 #5415 #4251

22.24 17.17 10.82 2.39 2.12 3.83 2.64 2.16 2.03 1.87

Manhattan #5232 #5122 #7114 #5259 #5152

1.53 1.44 1.44 1.41 1.35

CHICAGO

Northbrook #5241 #7115 #5111 #5413 #5511 Downers Grove #5175 #5417 #5181 #5173 #5511

3.11 2.73 2.55 2.08 2.01 3.22 2.65 2.32 2.23 2.06

Carpentersville #7113 #5172 #5171 #5511 #5222 Naperville #5175 #5417 #5122 #5511 #5223

10.71 7.56 7.26 2.94 1.66 8.44 5.98 2.26 2.24 1.84

Schaumburg #5179 #4251 #5172 #5182 #5173 Lincolnshire #5174 #4541 #5416 #7115 #5223

6.10 4.98 4.73 3.07 2.94 21.69 9.23 3.61 2.79 1.78

Downtown #5232 #5211 #5151 #5191 #5411 O'Hare Airport #5161 #5417 #5172 #5122 #5415

1.70 1.70 1.66 1.65 1.60 8.93 4.52 4.19 2.70 2.70

KIBS CODES 5222 Nondepository credit intermediation 

4251 Wholesale electronic markets and agents and brokers 5223 Activities related to credit intermediation 

4541 Electronic shopping & mail-order houses 5231 Securities & commodity contracts intermediation & brokerage 

5111 Newspaper, periodical, book, & directory publishers 5232 Securities & commodity exchanges 

5112 Software publishers 5239 Other financial investment activities 

5121 Motion picture & video industries 5241 Insurance carriers 

5122 Sound recording industries 5242 Agencies, brokerages, & other insurance related activities 

5151 Radio & television broadcasting 5259 Other investment pools & funds (part) 

5152 Cable & other subscription programming 5411 Legal services 

5161 Internet publishing & broadcasting 5413 Architectural, engineering, & related services 

5171 Wired telecommunications carriers 5414 Specialized design services 

5172 Wireless telecommunications carriers (except satellite) 5415 Computer systems design & related services 

5173 Telecommunications resellers 5416 Management, scientific, & technical consulting services 

5174 Satellite telecommunications 5417 Scientific research & development services 

5175 Cable & other program distribution 5418 Advertising & related services 

5179 Other telecommunications 5419 Other professional, scientific, & technical services 

5181 Internet service providers & web search portals 5511 Management of companies & enterprises 

5182 Data processing, hosting, & related services 7111 Performing arts companies 

5191 Other information services 7113 Promoters of performing arts, sports, & similar events 

5211 Monetary authorities - central bank 7114 Agents/managers for artists, athletes, & other public figures 
5221 Depository credit intermediation 7115 Independent artists, writers, & performers 
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Figure 2. Supraclusters for the amount of KIBS employments (left) and KIBS specializations 

(right) in New York12 (top) and Chicago (bottom) city-regions. 

 

  

                                                           
12 Manhattan was removed from the Cluster Analysis as the outcome including it was only two supraclusters: Manhattan 

and the rest of clusters. This fact shows the strength and importance of Manhattan: 1.7 million employees (55% of the 

whole city-region) in about 10 sq mi, 48% of them working in KIBS; and 76,470 businesses, 39% KIBS-related. 
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Finally, the Herfindahl Index (see Maps 2.7 and 3.7 in the Appendix) shows that only two KIBS 

clusters in New York and one in Chicago are highly concentrated clusters (HHI > 0.25), 

while in Los Angeles were Culver City and Burbank (see Map 1.7 in the Appendix). This means that the 

KIBS they agglomerate are strongly found in these clusters and not that much elsewhere. In the case 

of New York, R&D, internet service providers, information services, publishers and 

telecommunication resellers are highly concentrated in Georgetown and Mahwah Township. In the 

case of Chicago, promoters of performing arts and telecommunication careers employees are highly 

concentrated in Carpentersville. 
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6. CONCLUSIONS, DISCUSSION, AND IMPLICATIONS 

 

6.1. Overview of Major Findings 

This thesis has addressed the regional economic development challenge in the so-called New 

Economy that characterizes the beginning of the 21st century. How cities and regions have 

economically, administratively, socially and culturally renovated their structures and functional 

relations is in fact a hot topic in the last few decades, but much more in the last few years when the 

knowledge and innovation society is starting to take form. Scholars, planners, politicians and citizens 

are concerned of this new situation so strategies and policies to adapt are emerging plentiful. 

KIBS are an expression of these new economies that unfold in urban environments of both 

developed and developing countries. KIBS locate in cities, becoming potentially important to 

economic development. Knowing their location pattern and the way they interact is thus vital for 

practitioners and policymakers. Does their location pattern depend on the different needs of KIBS, 

or on the different locational environments supplied by different city-regions? 

The increasing value added and returns that knowledge and innovation provides in the form of 

higher wages, higher incomes, and higher fiscal capacity than other services make KIBS a paramount 

question to consider for the economic development of cities and regions in the world. In Storper’s 

words (2013:55), “the productivity of the R&D/innovation sector of the economy is not subject to 

diminishing returns.” Knowledge, unlike other type of inputs, can be used over and over at the same 

time by several producers, so “innovation can become a source of long-run unlimited growth.” 

Consequently, enquiring into the location patterns of KIBS is important at both the global and the 

local scales in the current economy. 
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The empirical results of our thesis can be summarized in the following 5 points: 

1. KIBS locate in a polycentric pattern. The more polycentric the structure of the city-region 

is the more polycentric its KIBS location pattern will be, and the less amount of KIBS will 

agglomerate: 39 clusters and 13,605 KIBS each in Los Angeles, 33 clusters and 38,581 KIBS 

each in New York, and 8 clusters and 54,439 KIBS each in Chicago. 

2. Not all the clusters are specialized in KIBS. The more polycentric and sprawled the city-

region is the more clusters specialized in KIBS will be: about 50% of clusters in Los Angeles 

are specialized in KIBS (LQ > 1), 18% in New York, and 25% in Chicago. Being so 

abundant but sprawled, KIBS prefer to co-locate and so the cluster specializes. 

3. Clusters are specialized in different KIBS sub-industries. This fact does not depend on 

the structure of the city-region but is generalized to all of them. The specialization pattern of 

each cluster depends on the different needs of the KIBS. We demonstrated that, in general, 

they look for diversity and urbanization economies, but there are some exceptions too. 

4. Very few of the clusters are highly concentrated in certain KIBS. Broadcasting, motion 

picture, sound recording industries, and other information services are highly concentrated 

(HHI > 0.25) in 2 clusters in Los Angeles; R&D, internet service providers, and information 

services are highly concentrated in 2 clusters in New York; promoters of performing arts and 

telecommunication careers are highly concentrated in 1 cluster in Chicago. 

5. The clusters’ internal KIBS composition yields similarities between them. Accounting 

for the number of KIBS in each sector, there are 8 supraclusters in Los Angeles 

(Downtown, West LA, Burbank, and Irvine stand out as more dissimilar than the rest), 7 in 

New York (Manhattan, Princeton, White Plains, Bedminster, and Melville stand out), and 3 

in Chicago (Downtown, Downers Grove, and Schaumburg). As for the level of KIBS 

specialization in each sector, Los Angeles has 4 supraclusters, 12 New York, and 6 Chicago. 
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6.2. Discussion and Policy Implications 

� About the importance of the location of KIBS 

The location of KIBS could be important in two ways to a city’s development. First, how much does 

the city-region get in relation to other cities? Does this have anything to do with the locational 

environments it offers them? As we have seen, there are preferred cities and locations to KIBS. Big-

time global cities like New York and local places like Manhattan13 are key locations for KIBS, mainly 

because of their search of localization economies, but certainly of urbanization externalities as well. 

From our analyses we can state that KIBS locate in different clusters in a polycentric pattern. In 

less global or secondary national cities like Los Angeles, highly polycentric and with low centrality 

for its traditional downtown, KIBS locate in a higher number of clusters but of less absolute 

importance. What is more, we saw that KIBS in Los Angeles adopt the polycentric and sprawled 

structure that characterizes the city, fragmented into smaller clusters of absolute and relative 

importance. In New York, the “polycentric sprawl” pattern of KIBS was a bit less powerful, and 

much less in Chicago. 

There are two big “however” to this statement. First, when removing Manhattan of our analyses a 

whole new astounding story unfolds. As showed in Table 7, Los Angeles clusters are denser than 

New York’s in almost every variable. Average population in Los Angeles clusters is 28,677 and 

25,633 in New York (37,610 with Manhattan); and average employees are 47,534 in Los Angeles and 

43,154 in New York. The result is almost similar for the average KIBS employees in both city-

regions: 13,605 in Los Angeles and 14,029 in New York. This last little advantage for New York 

would show the slightly higher “supremacy” of KIBS in New York with respect to Los Angeles. 
                                                           
13 It is interesting to raise here the issue of whether “Manhattan” is more global than “New York.” This could explain 

why this cluster agglomerates 55% of both employees and businesses of the whole city-region (65% in the case of both 

KIBS employees and KIBS businesses). 
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Additionally, this analysis shows the more powerful role of KIBS clusters in Chicago, larger in every 

single variable in average. The fact of having only 8 KIBS clusters located so close to each other 

illustrates the less polycentric pattern of this city-region.  

Although these data revealed quite a surprising fact, the truth is that New York is not New York 

without Manhattan and this cannot be neglected when planning for any issue in cities and regions. 

Table 7. Absolute and relative data for the three city-regions. 

 

 

 

The second “however” comes when summing the 8 clusters from Downtown Los Angeles to Santa 

Monica as the actual functional downtown of the city-region. This fact is especially interesting for 

City-Region
KIBS 

Clusters

Census 

Tracts

CT per 

cluster

City-Reg 

Area    

(sq mi)

Clusters 

Area    

(sq mi)

Area per 

cluster

Population 

2010

Population 

per cluster

Los Angeles 39 161 4.13 42,323.99 346.47 8.88 1,118,412 28,677

New York* 33 207 6.27 14,928.79 500.76 15.17 1,241,114 37,610

New York** 32 121 3.78 14,918.48 490.45 15.33 820,267 25,633

Chicago* 8 65 8.13 10,936.21 180.59 22.57 444,472 55,559

City-Region
KIBS 

Clusters

Employees, 

Total (2010)

Employees 

per cluster

Employees in 

KIBS, Total 

(2010)

KIBS 

employees 

per cluster

% Employees 

in KIBS

Los Angeles 39 1,853,818 47,534 530,595 13,605 28.6

New York* 33 3,101,183 93,975 1,273,165 38,581 41.1

New York** 32 1,380,930 43,154 448,931 14,029 32.5

Chicago* 8 1,093,071 136,634 435,514 54,439 39.8

City-Region
KIBS 

Clusters

Businesses, 

Total (2010)

Businesses 

per cluster

Businesses in 

KIBS, Total 

(2010)

KIBS 

businesses 

per cluster

% Businesses 

in KIBS

Los Angeles 39 98,215 2,518 32,089 823 32.7

New York* 33 136,389 4,133 46,187 1,400 33.9

New York** 32 59,919 1,872 16,605 519 27.7

Chicago* 8 42,698 5,337 15,329 1,916 35.9

*Combined Statistical Area

**Combined Statistical Area  without Manhattan
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Los Angeles since its highly polycentric city-region has always conferred a low centrality to its 

downtown (Giuliano and Small, 1991; Gordon and Richardson, 1996; Sivitanidou, 1996, among 

others). As we saw at the beginning of Section 5.1, absolute specialization is the major source of 

KIBS productivity, and consequently we can assume two things: (a) that Los Angeles has a 

misunderstood “downtown,” having a bigger central KIBS cluster than is normally understood and 

hence the issue would have more to do with a size factor than is commonly admitted; and (b) that a 

highly polycentric city-region would also have an extended and somehow “multicentric” downtown. 

We therefore stand for a redefinition of Los Angeles core from Downtown to the beach via 

the Wilshire/Santa Monica Corridor. 

Table 8 shows a picture of our data for the three cities’ metropolitan cores. What is traditionally 

considered as Downtown Los Angeles (DTLA) has very weak values in every variable when 

compared to Manhattan in New York and the Loop in Chicago. As already pointed out in Section 

5.1, the 8 clusters central to the city-region (Downtown, Westlake, Central LA, Hollywood, Century 

City, West LA, Santa Monica, Culver City) have all high amounts of KIBS and are specialized in 

KIBS (LQ > 1). Likewise, as seen in the Maps 1.5 to 1.7 in the Appendix, physical proximity 

between KIBS cluster from Downtown to Santa Monica is very close. Although we do not have 

evidence, we suspect that interrelations and connectivity between them may be pretty high as well. 

Table 8. The three traditional city-regions’ cores and the proposed for Los Angeles. 

 

City-Region 

Cores

KIBS 

Clusters

Census 

Tracts

Area 

(sq mi)

Population 

2010

Employees, 

Total (2010)

Employees 

in KIBS, 

Total (2010)

% 

Employees 

in KIBS

Businesses, 

Total (2010)

Businesses 

in KIBS, 

Total (2010)

% 

Businesses 

in KIBS

DTLA 1 5 2.49 30,436 109,325 38,435 35.2 6,913 1,454 21.0

Los Angeles* 8 46 19.68 270,969 487,924 175,471 36.0 33,046 12,191 36.9

New York** 3 92 10.71 482,770 1,798,505 840,985 46.8 80,823 30,447 37.7

Chicago*** 1 17 3.54 108,173 514,336 256,590 49.9 18,543 8,245 44.5

* "Downtown to the beach": Downtown, Westlake, Central LA, Hollywood, Century City, West LA, Santa Monica, Culver City

** Manhattan, Upper East Side, Lincoln Square

*** Downtown Chicago
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If we add the 8 clusters as a single entity, data show that the new DTLA or “Downtown to the 

beach” has fairly strong centricity, albeit stretched out. We find now a more balanced new DTLA 

with Manhattan and the Loop, showing the actual strength of the real and functional “Downtown to 

the beach”. However, even taking in consideration the “Manhattan factor” that makes New York’s 

downtown so potent in KIBS, Chicago’s Loop is still larger in total employees and KIBS employees 

than this new DTLA. This is a problem for Los Angeles. 

The second reason why the location of KIBS could be important to a city’s development has to do 

with the specific areas within a city-region that get KIBS, because they will be heavily impacted by 

them (i.e. real estate, transportation, home-work, restaurants, amenities…). It is at this point that 

policies planning the right location of KIBS are highly desirable and recommended so agglomeration 

economies could play their right role: whenever a KIBS firm is in need of a similar or a 

complementary KIBS product or service, the firm should be able to know where to direct the trade 

and how to proceed in an easy and quick way. 

On top of it, not only is important to know “where” to locate or promote KIBS (and any other type 

of activity), but even more important is to know “the ‘what’ of specialization.” Kemeny and Storper 

(2012) argue that what bring growth to a region are actually the jobs following cheaper and easier 

places that would subsequently attract people. Others like Florida (2002) or Glaeser and Gottlieb 

(2009) maintain that growth is the result of population’s attraction power of amenities, housing, and 

wages. 

One way or the other, what it seems clear is that growth is created from what the local or regional 

economy is producing. Cities like Houston or Atlanta have been receiving activities from the 

northern regions of the U.S., just like Memphis or Phoenix. Unlike the latter, the former have 

known to intelligently transform them into something different, innovating and becoming vitally 
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specialized in them. If city-regions want to become more prosper, they would need to take 

advantage of the activities they are receiving/creating by specializing and innovating in them. 

However, growth does not depend only on these internal decisions a region could make, but also on 

external factors. Kemeny and Storper (2012:14) explain that “if a region is specialized in a sector 

with external demand that increases faster than the regional demand, then the specialization will be 

favorable to regional growth.” 

� About KIBS and monocentric versus polycentric structures 

Along these lines, the big issue is agglomeration economies in. monocentric and polycentric 

structures. To what extent do KIBS cities have polycentric KIBS patterns versus monocentric? Does 

this depend on the different needs of the KIBS, or on the different locational environments supplied 

by different city-regions? Los Angeles is a highly polycentric city-region in general, with low 

centrality for its downtown. Is its KIBS likely to be more polycentric than in other city-regions? Is 

this good or bad for Los Angeles as a whole, in terms of the share and performance of KIBS? 

In light of our findings, KIBS are unquestionably sensitive to agglomeration/urbanization 

economies since the larger the amount of population, employments, and businesses, the higher the 

amount of KIBS employments and KIBS businesses (see Table 7). Therefore, planning for knowledge 

and innovation activities has to be done from a regional scale, rather than from a local one. There is 

no sense for a local government to foster policies “easing” the generation or attraction of KIBS 

within its boundaries without taking into account the rest of the city-region components. The results 

of such policies would be the relocation of KIBS from an inner city-region location to another 

internal one. The perspective has to be regional so the city-region can understand which are 

currently its KIBS clusters and in what they are specialized in. From that point, the city-region can 

develop policies of improvement, strengthening, and boosting of its knowledge-based economy. 
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In addition, the more compact a city-region is the more concentrated its KIBS will be. Los Angeles 

city-region’s area, three times larger than New York’s and four times than Chicago’s, has the higher 

number of KIBS clusters with the lowest average number of KIBS employees and KIBS businesses 

per cluster (see Table 7). This means that a less polycentric structure (New York, and much less 

Chicago) benefit the location of KIBS in a higher degree than a more polycentric one (Los Angeles). 

Consequently, policies that make KIBS polycentric, that try to spread KIBS-related economic 

growth evenly over space, are negative for the city-region as a whole. In fact, already in the 1950s, 

and although talking about a larger geographical scale, Gunnar Myrdal (1957) and other regional 

theorists explained that development takes place in a concentrated pattern, in the so-called growth 

poles or pôles de croissance. He explained how the poles of growth have positive and negative effects 

(spread and backwash effects), meaning that they grow economically but drain skilled people from the 

surroundings, respectively. We thus could apply a similar logic to our city-region scale. 

The local issue (KIBS cluster) only becomes interesting in the context of this wider regional 

perspective because the city-region economy is one big labor market and income generating machine 

since people do not live and work in the same places in any modern metropolis. In this sense, a less 

polycentric structure of both population and employment would allow people to live closer to their 

work, and hence urbanization economies would drive the location of KIBS in a higher degree than 

localization economies. Los Angeles can be considered the exception rather than the rule, since its 

more polycentric structure means that population lives relatively farther to their work, and so 

localization economies are more potent in proportion to its size: in Los Angeles there are 7 

moderately and highly concentrated clusters and 9 in New York (HHI > 0.15; see Maps 1.7 and 2.7 in 

the Appendix), but Los Angeles has almost two times less employments and KIBS employments, and 

almost one time and a half less businesses and KIBS businesses than New York (see Table 7). 
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The big constraint for location of KIBS in city-regions is not the discrete choices of businesses, but 

the availability of office space, and that is a land use decision that businesses largely do not control 

or induce, and may be highly particular to each city-region. Again, planning for tradable goods like 

KIBS has to be framed under a regional perspective, it has to be a city-region-wide strategy so 

individual cities do not provide the same office space that would generate more demand than offer, 

and a waste of investments. 

� About the importance of city-region peripheries in the New Economy 

Recent improvements in transportation infrastructures and services have transformed modern urban 

and metropolitan structures and so a special focus on non-core urban nodes or subcenters has arose. 

Unlike city-regions themselves, their outermost peripheries have not received the attention they 

require in the current regional landscape. One of the reasons lies on the inconsistency and diffused 

borders making difficult the area’s extent demarcation. However, peripheries could be representing 

an important role within the city-region due to the agglomeration of KIBS activities. This fact could 

even be the reason to talk about these places as new functional parts of the city-region. 

In this regard, Storper (2013:42) explain that industries grow and subsequently deconcentrate in two 

different types: first, routine and lower skill content activities deagglomerate to peripheral regions; 

while new agglomerations arise in formerly peripheral regions because of reagglomeration of mature 

activities. This particular aspect of KIBS’ geography is paradoxical given the general trend of early 

service firms to maintain their competitive advantage by locating in close proximity to downtown in 

order to facilitate the transaction intensive relationship between similar service/KIBS firms.  

Although primarily applied to a national or global scale, this spatial pattern can certainly also be 

applied to our regional scale, so formerly peripheral areas become economically more diverse 

through KIBS’ clustering. In our case, we have seen that San Bernardino and Rancho Cucamonga 
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have around 85,000 KIBS employees each; while Chino and Bakersfield have around 55,000 each, 

many more than other clusters like Orange, Santa Clarita, Canoga Park, or even Thousand Oaks (see 

Table I in the Appendix). This fact proves that city-region peripheries are becoming important KIBS 

centralities, starting to be included in the new expanded city-region network. The recent 

globalization and metropolitan processes make central cities start growing towards their closer 

peripheries generating a new series of relationships in the city-region. 

There is a caveat in this statement. If we would test for income and the “task content” (routine/non 

routine) of those employments in the peripheries we might find that they are not high-order KIBS. 

The further out you go, the higher the routine task content and the lower the wages, even within 

detailed NAICs. Since we do not have place-of-work income data, we have mapped the average 

incomes for the households in our KIBS clusters. Although showing a different story (households 

vs. employees), this analysis could help us throw some light to this issue. As seen in Map 1.8 in the 

Appendix, average incomes for Kern, San Bernardino, and Riverside counties are always less than 

$100,000, confirming this fact. However, we also find that this threshold is also found in the 

majority of the central clusters, but not in the ones in Ventura or Orange County. This simply means 

that central clusters are populated with high-order KIBS employees and low-to-medium-income 

households, while the peripheries have both high-order KIBS employees and high-income 

households. Something similar happen in New York and Chicago (see Maps 2.8 and 3.8 in the 

Appendix), but the averages in these cases are higher than in Los Angeles. 

� About the definition and classification of KIBS 

The final critique is related to the KIBS definition. As shown in Table 0 in the Appendix and in this 

thesis, definitions and classifications of knowledge and innovation activities are still quite subjective 

and arbitrary. There are no official classifications or a clear line to demarcate which activities are 
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KIBS and which ones are not, just like can happen with agricultural or manufacturing jobs. The 

New Economy is still taking its form and so official definitions do not exist yet. This thesis becomes 

another proposal to add to the myriad of knowledge-based economy analyses in the existent 

literature. Unlike other scholars (see Table 0 in the Appendix), we do not consider real estate activities, 

manufacturing of high-tech, public administration, transportation, or post as being KIBS-related. 

Therefore, we did not follow any other proposal already offered by scholars. Instead, we chose 

among the 4-digit NAICS categories that could involve the use, production, or transfer of 

knowledge and innovation and came up with 41 NAICS classes (see Table 1). This is our policy 

recommendation (and main limitation of this thesis) in this particular issue, which should be taken 

into account as a contribution to the current public debate. 

 

6.3. Future Research 

We differentiate three important processes configuring the current metropolitan areas and shaping 

the new polycentric city-regions: a change in scale or extension, a change in territorial structure or 

renovation and a change in the network connection or articulation. The first one has been addressed in 

this thesis, while the other two remain unanswered for our case study. We foresee three different 

analyses to solve these questions. 

 

EXTENSION – Hypothesis: KIBS locate in a polycentric pattern with a deconcentrated-

concentration dynamic, being important in the central metro area and subsequently moving 

outwards to certain non-core areas in a concentrated pattern. 



68 

Analysis 1: why do some places have more KIBS than others? Simple Correlation and Multiple 

Regression and Multivariate analyses by census track (2000 and 2010 Censuses as a source) 

will highlight the local conditions and factors directly related with places accumulating high 

amounts of KIBS. Are KIBS driven by the quantity and/or quality of local amenities, or by 

social or economic local characteristics? Is it possible to foster the creation or attraction of 

KIBS to places with similar characteristics? The variables considered might be the following: 

Total employment,  Employment in KIBS,  Total businesses, Businesses in KIBS,  Population, 

Offices (number or sq ft),  Knowledge base (absolute number of students, 

university/college, percentage of population with tertiary education),  Industrial 

structure (employment in manufacturing),  Quality of life / Amenities (Mean January 

temperature, Climate & Terrain, Health Care & Environment, Crime, 

Transportation, Education, Arts, Recreation, schools, open spaces, recreational 

centers; museums, galleries and libraries; opera houses, symphony halls, theatres; 

number of events in a typical week; number of tourists…),  Accessibility (highways, 

bus lines and stops, train stations, airports, flights, rail and bus connections, 

ridership…),  Diversity (percentage of foreign population, gender, race),  Scale 

(absolute population in urban environment),  Social equity (per capita income/wages, 

rents, unemployment rate, crime rate),  Other factors to take into account. 

Based on the literature review,14 the nature and distribution of our dependent variable (KIBS 

Employees) make it appropriate to select negative binomial regression for the model, as follows: 

                                                           
14 Hilbe, J. M. (2011). Negative Binomial Regression. 2nd ed. Cambridge: Cambridge University Press. 

Long, J. S., and Freese, J. (2001). Predicted probabilities for count models. Stata Journal 1: 51–57. 
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log(KIBSemp) = β0 + β1(Pop10) + β2(Emp10) + β3(Business10) + β4(KIBSbusi10) + 

   β5(Offices09) + β6(Knowledge) + β7(Industrial) + β8(VehicAcc) + … 

 

Table 9 shows some basic statistics of the census tracts with the highest amounts of KIBS in 2010 in 

the Los Angeles city-region that are found in Downtown LA, West LA, Irvine, and Burbank. 

Although each of them agglomerate more than 10,000 KIBS employees, they all show many 

differences in relation to other variables. Could we only focus on the similarities between them so 

we can strengthen or support KIBS in other similar centers? From these data, it could seem 

reasonable to affirm that proximity to a university is an important factor to KIBS (UCLA and UC 

Irvine) but, why the surroundings of USC or the Cal State campuses do not show high KIBS 

agglomerations? In the same way, why is Burbank one of the areas hosting a high quantity of KIBS 

not having a top world university? The question to answer would be the following: what are the 

factors that make the three of them, as well as other locations, attractive to KIBS? 

Table 9. Census tracks with the largest quantity of KIBS in 2010. 

 Downtown (2075.00) West LA (2679.00) Irvine (0525.17) Burbank (3116.00) 
KIBS 2010 27,828 21,605 17,839 13,673 
KIBS density 115,950 KIBS/sq. mile 42,363 KIBS/sq. mile 8,964 KIBS/sq. mile 12,544 KIBS/sq. mile 
Population 2010 6,436 5,271 8,080 6,606 
Population density 26,817 people/sq. mile 10,335 people/sq. mile 4,060 people/sq. mile 6,061 people/sq. mile 
Land area 0.24 sq. miles 0.51 sq. miles 1.99 sq. miles 1.09 sq. miles 
Largest ethnicity group Asian, non-hisp. (62.5%) White, non-hisp. (80.2%) White, non-hisp. (43.1%) White, non-hisp. (71.4%) 
Age: 18 - 64 years old 59% 54% 71% 73% 
Poverty rates 19% at 100% poverty level 7% at 100% poverty level 8% at 100% poverty level 7% at 100% poverty level 

Source: U.S. Census Bureau and California Healthcare Atlas (http://gis.oshpd.ca.gov/atlas/) 

RENOVATION – Hypotheses: A) If KIBS locate in a deconcentrated-concentration pattern, so 

do offices, which are the natural location for KIBS. B) In contrast to the downtown or center 

location urban form type (single and/or multi-office buildings), the deconcentrated / suburbanized 

offices locate predominantly in mixed use buildings (i.e. office and residential use buildings). 
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Analysis 2: Where are offices located in Los Angeles? Are they clustered or dispersed? 

Location analysis of office properties (not parcels) using the LA County Assessor as a 

source, which offers the information on property uses. In doing so, I would be able to (a) 

locate where offices are and (b) determine the intensity of the office use: it is not the same a 

single-firm office building than a multi-firm office building, or a bunch of firms scattered 

among residential properties. The use code needed is “offices / office building” (#17 in the 

use codes’ list), and other variables to be used are the year the property was built and its area. 

 

ARTICULATION – Hypothesis: KIBS’ firms located in physically separated centers interrelate 

between each other, and they do so in a higher degree within the regional scale rather than nationally 

or internationally. 

Analysis 3: What are the nature and the extent of the KIBS’ firms interactions? Once the 

KIBS employees and offices are identified, origin and destination of relationships of KIBS’ 

firms will be tracked in order to know the nature (i.e. tacit or codified knowledge 

production, transmission, or transfer) and the extent of the interactions between KIBS 

firms/offices (local, regional, national, or international). The sample should be representative 

to the KIBS sector and of central and peripheral locations. The results would be “compiled, 

geo-referenced, and analyzed with exploratory techniques (two-way tables, chi-squared 

distribution) and more advanced techniques (factorial analysis, classification analysis, simple 

regression analysis, multi-level analysis)” (Doloreux and Shearmur, 2012). Sivitanidou’s 

(1996) findings suggest that “service firms within Los Angeles CMSA have well-established 

links with firms located within both the central and ‘satellite’ cities.” 
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This third analysis is connected with Castells’ idea (1996) of a “space of flows”, a complement to 

this thesis which has focused in a “geography of spaces”. Halbert (2004:402) asks the same question: 

“Does a polycentric shape induce systemic relationships? … Do economic centers constituting the polycentric geography 

of the metropolis actually exchange flows of data, money, information, and workforces?” It is rather “easy” to 

study spatial dynamics because they are static, but they only inform the characteristics of spaces. 

Relationships and interconnections in the region are the other half to regional development and 

characterization. It is of limited use to identify a number of centers if they do not relate to each 

other afterwards. The challenge is to find databases to develop these analyses but they are almost 

inexistent, so the scholar has to create them or to resort to qualitative studies based on interviews 

(Halbert, 2004) or questionnaires to the firms (Taylor et al, 2009, 2010a and 2010b; Hansssens et al, 

2013). Scholars also make use of the Community Innovation Survey (CIS) a survey of innovation 

activity in EU enterprises (Camacho and Rodríguez, 2005; Wolfe, 2006). Its American counterpart is 

the Business Research and Development and Innovation Survey, whose disadvantages we already 

discussed in Section 4.2. 
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Table 0. Classifications of  the knowledge-based economy activities used in the literature

Author SASSEN, 1992
Classif. UK SIC 1993
Given 
name

FIRE
65 Financial Intermediation, Except Insurance and 

Pension Funding
FIRE 51 Wholesale trade and commission trade, except of 

motor vehicles and motorcycles
72 Computer and related activities High-Tech

6512/1 Banks 65, 67 Financial services 61 Water transport 721 Hardware consultancy 2330, 2413, 2414, 2416, 
2417, 2420, 2441, 2442, 
2451, 2461, 2463, 2464, 
2466, 2511, 2513, 2615

Chemistry & pharma

652 Other Financial Intermediaries 66 Insurance carriers 62 Air transport 722 Software consultancy and supply 2911, 2912, 2913, 2914, 
2924, 2931, 2932, 2941, 
2942, 2943, 2952, 2953, 
2954, 2955, 2956, 2960

Machinery

66 Insurance and Pension Funding, Except Compulsory 
Social Security

70 Real estate 64 Post and telecommunications 723 Data processing 3110, 3120, 3140, 3150, 
3161, 3162, 3210, 3320, 

3330

Electronics

67 Activities Auxiliary to Financial Intermediaries Business services 65 Financial intermediation, except insurance and 
pension funding

724 Database activities 3001, 3002 Computer-Hardware

71 Renting of Machinery and Equipment without 
Operator and of Personal and Household Goods

745 Employment and personnel agencies 66 Insurance and pension funding, except compulsory 
social security

725 Maintenance and repair of office, accounting and 
computing machinery

3220, 3230 Telecommunication

74 Other Business Activities 72 Computer services 67 Activities auxiliary to financial intermediation 726 Other computer-related activities 3310, 3340 Medical & optical instruments
741 Legal, accounting, book-keeping, and auditing 

activities; tax consultancy; market-research and 
public opinion polling; business and management 
consultancy; holdings

741 Accounting services 70 Real estate activities 73 Research and development 3410, 3430, 3511, 3520, 
3530

Vehicle construction

742 Architectural and engineering activities and related 
technical consultancy

744 Advertising servicies 72 Computer and related activities 7310 Research and experimental development in natural 
sciences and engineering

Advanced Producer Services (APS)

744 Advertising 73, 742 Engineering and scientific services 73 Research and development 7320 Research and experimental development in social 
sciences and humanities

6511, 6512, 6521, 6522, 
6523, 6711, 6712, 6713, 

7011, 7012

Banking & finance

91 Activities of Membership Organizations not 
elsewhere Classified

7411 Legal services 74 Other business activities 74 Other business activities 6601, 6602, 6603 Insurance

911 Activities of Business, Employers, and Professional 
Organizations

6712, 
7032, 
7414, 
7415

Management consulting services 75 Public administration and defence; compulsory social 
security

741 Legal, accounting, book-keeping and auditing 
activities; tax consultancy; market research and 
public opinion polling; business and management 
consultancy; holdings

6430, 7221, 7230, 7240, 
7250, 7260

Information and communication services

912 Activities of Trade Unions 74 Other business services 80 Education 7411 Legal activities 7440, 2211, 2212, 2213, 
2214, 2215, 9211, 9220, 

9240

Advertising & media

91 Activities of membership organizations n.e.c. 7412 Accounting, book-keeping and auditing activities; tax 
consultancy

6030, 6110, 6220, 6230, 
6340

Logistics (3p & 4p)

92 Recreational, cultural and sporting activities 7413 Market research and public opinion polling 7110, 7222, 7413, 7414, 
7415

Management & IT-Consulting

99 Extra-territorial organizations and bodies 7414 Business and management consultancy activities 7420, 7430 Design, architecture &engineering

742 Architectural and engineering activities and related 
technical consultancy

7411 Law

743 Technical testing and analysis 7412 Accounting
744 Advertising

7484 Other business activities n.e.c.

MULLER AND DOLOREUX, 2009
NACE

HIGH-ORDER SERVICES OFFICE ACTIVITIES APSKIBS

MARMOLEJO AND ROCA, 2008
CNAE-93

LÜTHI ET AL., 2010
NACE

COFFEY AND SHEARMUR, 2002
NACE
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Table I. Basic data for the 39 KIBS clusters in the Los Angeles city-region

Cluster
Census 
Tracts

County Name
Area 

(sq mi)
Population 

2010
Employees, 
Total (2010)

Employees in 
KIBS, Total 

(2010)

% Employees 
in KIBS

Businesses, 
Total (2010)

Businesses in 
KIBS, Total 

(2010)

% Businesses 
in KIBS

Location 
Quotient 

2010

Highest 
Location 
Quotient

Specialization 
NAICS Code

Herfindahl 
Index 2010

1 2 Kern Bakersfield 3.23 11,616 22,384 5,493 24.54 1,421 326 22.94 0.86 41.92 7113 0.217
2 2 Ventura Oxnard 10.56 17,504 27,778 2,606 9.38 1,235 208 16.84 0.33 6.88 5171 0.073
3 3 Ventura Moorpark 50.12 32,644 30,894 8,459 27.38 1,933 507 26.23 0.96 23.34 5181 0.128
4 2 Ventura Thousand Oaks 5.61 9,845 18,030 3,480 19.30 1,038 326 31.41 0.67 4.98 5417 0.067
5 4 Los Angeles Agoura Hills 33.91 37,282 23,509 9,047 38.48 1,994 830 41.62 1.34 4.66 5112 0.066
6 3 Los Angeles Santa Clarita 3.01 19,790 51,828 7,811 15.07 1,796 446 24.83 0.53 6.41 5417 0.086
7 3 Los Angeles Canoga Park 3.25 16,029 24,111 4,189 17.37 1,171 254 21.69 0.61 8.78 5174 0.121
8 4 Los Angeles Woodland Hills 3.75 22,435 39,346 14,528 36.92 1,741 707 40.61 1.29 6.79 5241 0.231
9 6 Los Angeles Sherman Oaks 7.59 28,740 31,449 13,042 41.47 4,360 2,397 54.98 1.45 14.63 5179 0.087

10 2 Los Angeles Burbank North 11.91 8,216 27,404 4,425 16.15 1,070 198 18.50 0.56 7.80 7111 0.130
11 7 Los Angeles Burbank 5.42 43,764 92,940 36,516 39.29 3,562 1,186 33.30 1.37 6.28 5151 0.278
12 2 Los Angeles Glendale 0.79 15,156 30,703 18,602 60.59 1,203 519 43.14 2.12 4.72 5415 0.159
13 6 Los Angeles Pasadena 6.19 35,395 63,838 29,576 46.33 2,928 1,176 40.16 1.62 4.47 5171 0.090
14 2 Los Angeles Arcadia 1.55 16,195 19,263 3,471 18.02 1,284 249 19.39 0.63 5.75 5173 0.056
15 2 Los Angeles West Covina 1.48 13,080 22,510 2,443 10.85 955 169 17.70 0.38 5.97 5111 0.088
16 5 Los Angeles Downtown 2.49 30,436 109,325 38,435 35.16 6,913 1,454 21.03 1.23 11.38 5211 0.106
17 3 Los Angeles Westlake 0.32 18,008 31,757 12,944 40.76 1,411 644 45.64 1.42 5.83 5173 0.115
18 3 Los Angeles Central LA 0.4 21,760 19,493 6,130 31.45 1,862 551 29.59 1.10 3.78 5111 0.090
19 5 Los Angeles Hollywood 1.3 31,769 44,738 11,081 24.77 2,081 622 29.89 0.87 6.36 5152 0.094
20 2 Los Angeles Century City 0.72 16,705 23,926 9,219 38.53 1,252 423 33.79 1.35 10.27 5151 0.157
21 16 Los Angeles West LA 9.31 95,581 148,544 58,661 39.49 13,330 6,230 46.74 1.38 6.90 7114 0.068
22 7 Los Angeles Santa Monica 2.72 26,349 62,654 22,831 36.44 3,981 1,600 40.19 1.27 5.51 5122 0.080
23 5 Los Angeles Culver City 2.42 30,361 47,487 16,170 34.05 2,216 667 30.10 1.19 5.99 5121 0.327
24 2 Los Angeles Ladera Heights 2.19 11,355 30,848 4,616 14.96 1,381 336 24.33 0.52 8.89 5259 0.068
25 3 Los Angeles El Segundo 1.33 13,813 43,093 13,748 31.90 1,117 433 38.76 1.11 6.64 5175 0.095
26 2 Los Angeles Bellflower 2.71 12,428 25,288 4,483 17.73 1,238 237 19.14 0.62 14.35 5418 0.186
27 2 Los Angeles Norwalk 3.21 17,427 30,334 2,215 7.30 1,516 219 14.45 0.26 12.75 4251 0.098
28 24 Orange County Irvine 32.9 148,218 294,074 96,293 32.74 12,838 4,965 38.67 1.14 3.25 5259 0.063
29 2 Orange County Laguna Niguel 2.2 12,743 17,422 2,375 13.63 1,244 283 22.75 0.48 33.02 5179 0.051
30 2 Orange County Mission Viejo 1.16 10,962 24,774 2,731 11.02 1,277 233 18.25 0.39 141.11 5232 0.072
31 4 Orange County Foothill Ranch 35.41 43,482 42,365 13,563 32.01 1,979 634 32.04 1.12 5.25 5172 0.088
32 7 Orange County Santa Ana 8.18 45,447 63,522 14,061 22.14 3,176 804 25.31 0.77 6.56 5111 0.074
33 3 Orange County Orange 3.32 20,763 34,153 8,130 23.80 1,393 425 30.51 0.83 4.04 5242 0.102
34 2 Orange County Anaheim Hills 2.7 48,002 22,823 2,294 10.05 1,167 196 16.80 0.35 16.54 5172 0.101
35 2 San Bernardino Chino 27.4 9,904 66,001 5,786 8.77 2,495 340 13.63 0.31 7.76 5175 0.078
36 3 San Bernardino Rancho Cucamonga 14.24 67,261 59,994 8,497 14.16 2,906 587 20.20 0.49 4.08 5223 0.075
37 3 San Bernardino San Bernardino 12.66 25,681 52,462 8,746 16.67 2,103 377 17.93 0.58 11.28 5112 0.144
38 2 Riverside Palm Springs 21.35 16,306 21,746 1,840 8.46 952 178 18.70 0.30 17.01 7111 0.100
39 2 Riverside Palm Desert 7.46 15,960 11,008 2,058 18.70 696 153 21.98 0.65 14.59 5175 0.107

Total 161 346.47 1,118,412 1,853,818 530,595 28.62 98,215 32,089 32.67
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Cluster
Census 
Tracts

County Name
Area 

(sq mi)
Population 

2010
Employees, 
Total (2010)

Employees 
in KIBS, 

Total (2010)

% 
Employees 

in KIBS

Businesses, 
Total (2010)

Businesses 
in KIBS, 

Total (2010)

% 
Businesses 

in KIBS

Location 
Quotient 

2010

Highest 
Location 
Quotient

Specialization 
NAICS Code

Herfindahl 
Index 2010

1 2 New Haven County, CT Meriden 11.02 12,718 34,668 7,952 22.94 1,301 220 16.91 0.56 18.06 5172 0.141
2 2 New Haven County, CT New Haven 0.65 8,955 28,909 6,501 22.49 1,224 354 28.92 0.55 8.98 5171 0.095
3 2 Fairfield County, CT Georgetown 15.79 10,223 10,633 4,338 40.80 682 177 25.95 0.99 20.72 5417 0.297
4 2 Fairfield County, CT Norwalk 1.05 7,662 17,912 3,920 21.88 806 164 20.35 0.53 19.30 5161 0.131
5 4 Fairfield County, CT Stamford 1.95 27,948 55,241 23,075 41.77 2,551 863 33.83 1.02 21.66 5174 0.082
6 10 Westchester County, NY White Plains 32.44 49,871 90,722 33,693 37.14 3,994 1,268 31.75 0.90 4.08 5223 0.099
7 2 Westchester County, NY Glenville 7.61 11,833 17,777 4,062 22.85 913 217 23.77 0.56 16.37 5175 0.064
8 7 Bergen, NJ; Rockland, NY Mahwah Township 39.33 57,550 67,998 27,655 40.67 2,891 809 27.98 0.99 5.73 4251 0.261
9 7 Bergen County, NJ Paramus 12.25 37,340 74,298 15,640 21.05 3,558 796 22.37 0.51 16.19 5172 0.084

10 4 Suffolk County, NY Central Islip 8.19 17,820 46,359 13,646 29.44 1,698 518 30.51 0.72 16.82 5112 0.083
11 5 Nassau, NY; Suffolk, NY Melville 17.33 29,544 73,423 33,890 46.16 2,410 1,046 43.40 1.12 7.37 5175 0.089
12 3 Nassau County, NY Hicksville 3.73 18,376 43,500 7,955 18.29 2,007 380 18.93 0.45 27.56 5174 0.185
13 4 Nassau County, NY Garden City 5.47 24,888 37,566 10,563 28.12 2,359 874 37.05 0.68 3.77 5242 0.105
14 2 Nassau County, NY Roslyn Estates 5.35 11,078 28,663 10,787 37.63 1,111 348 31.32 0.92 4.84 5173 0.137
15 3 New York County, NY Upper East Side 0.21 36,759 49,595 6,627 13.36 3,210 552 17.20 0.33 14.69 5417 0.192
16 3 New York County, NY Lincoln Square 0.19 25,164 28,657 10,124 35.33 1,143 313 27.38 0.86 22.24 7113 0.173
17 86 New York, NY; Hudson, NJ Manhattan 10.31 420,847 1,720,253 824,234 47.91 76,470 29,582 38.68 1.17 1.53 5232 0.067
18 2 Bergen County, NJ Cliffside Park 3 19,559 12,681 2,989 23.57 1,186 331 27.91 0.57 33.74 5174 0.070
19 4 Bergen, NJ; Hudson, NJ Hudson 20 28,718 47,700 9,239 19.37 1,954 339 17.35 0.47 21.02 5211 0.141
20 3 Essex County, NJ Newark 0.81 9,048 34,644 15,940 46.01 1,188 361 30.39 1.12 37.97 5173 0.142
21 2 Passaic County, NJ Little Falls 6.56 19,298 20,157 4,641 23.02 1,163 260 22.36 0.56 18.85 5181 0.079
22 4 Essex, NJ; Morris, NJ Clinton 20.05 25,275 70,428 21,441 30.44 2,761 757 27.42 0.74 5.98 5172 0.093
23 3 Essex County, NJ Roseland 7.98 17,460 37,123 11,519 31.03 1,659 446 26.88 0.76 4.45 5241 0.167
24 6 Essex, NJ; Morris, NJ Florham Park 25.51 31,991 50,885 20,378 40.05 1,976 596 30.16 0.98 6.27 5179 0.132
25 3 Morris County, NJ Morris Plains 13.59 20,019 31,991 11,625 36.34 1,229 334 27.18 0.89 11.14 5171 0.136
26 7 Hunterdon, NJ; Somerset, NJ Bedminster 87.48 74,046 85,307 40,683 47.69 3,267 982 30.06 1.16 6.64 5172 0.129
27 2 Middlesex County, NJ Iselin 1.96 11,818 16,893 6,747 39.94 845 263 31.12 0.97 8.02 5112 0.126
28 3 Middlesex County, NJ Metuchen 2.74 16,502 29,055 7,733 26.62 1,034 294 28.43 0.65 16.28 4541 0.135
29 2 Middlesex, NJ; Somerset, NJ Somerset 16.13 23,155 35,020 8,548 24.41 1,334 308 23.09 0.59 3.21 5241 0.168
30 11 Middlesex, NJ; Somerset, NJ; Mercer, NJ Princeton 95.11 87,227 114,406 50,147 43.83 4,464 1,490 33.38 1.07 6.37 5417 0.161
31 2 Monmouth County, NJ Shrewsbury 3.25 9,127 16,869 4,000 23.71 982 264 26.88 0.58 20.41 5175 0.072
32 2 Northampton County, PA Bethlehem 5.63 13,908 25,739 4,461 17.33 1,047 227 21.68 0.42 18.23 5175 0.073
33 3 Lehigh County, PA Allentown 18.09 25,387 46,111 8,412 18.24 1,972 454 23.02 0.44 3.83 5241 0.171

Total 207 500.76 1,241,114 3,101,183 1,273,165 41.05 136,389 46,187 33.86

Table II. Basic data for the 33 KIBS clusters in the New York city-region

Thresholds to identify KIBS clusters in New York
 

Employees, Total (2010) Businesses, Total (2010) 

Mean  1,735 

N  5,403 

Std. Dev. 4,285 

x  + ½ s 

1,735 + 2,142 = 3,877 

 

Mean  121 

N  5,403 

Std. Dev. 199 

x  + ½ s 

121 + 99 = 220 

 

Employees in KIBS, Total (2010) Businesses in KIBS, Total (2010) 

Mean  422 

N  5,403 

Std. Dev. 1,791 

x  + ½ s 

422 + 895 = 1,317 

 

Mean  26 

N  5,403 

Std. Dev. 62 

x  + ½ s 

26 + 31 = 57 
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Cluster
Census 
Tracts

County Name
Area 

(sq mi)
Population 

2010
Employees, 
Total (2010)

Employees in 
KIBS, Total 

(2010)

% Employees 
in KIBS

Businesses, 
Total (2010)

Businesses in 
KIBS, Total 

(2010)

% Businesses 
in KIBS

Location 
Quotient 

2010

Highest 
Location 
Quotient

Specialization 
NAICS Code

Herfindahl 
Index 2010

1 10 Cook, IL; Lake, IL Northbrook 24.99 57,835 90,897 29,733 32.71 4,381 1,363 31.11 0.82 3.11 5241 0.170
2 2 Cook County, IL Carpentersville 40.04 24,149 15,319 6,218 40.59 665 213 32.03 1.02 10.71 7113 0.265
3 9 Cook, IL; DuPage, IL Schaumburg 24.75 65,007 159,141 44,646 28.05 6,188 1,733 28.01 0.70 6.10 5179 0.077
4 17 Cook County, IL Downtown 3.54 108,173 514,336 256,590 49.89 18,543 8,245 44.46 1.25 1.70 5232 0.070
5 13 DuPage County, IL Downers Grove 32.88 82,030 168,226 54,613 32.46 7,083 2,074 29.28 0.81 3.22 5175 0.136
6 6 DuPage, IL; Kane, IL Naperville 26.22 67,279 54,430 18,891 34.71 2,872 914 31.82 0.87 8.44 5175 0.168
7 6 Lake County, IL Lincolnshire 22.27 28,018 63,210 20,075 31.76 2,129 613 28.79 0.80 21.69 5174 0.172
8 2 Cook County, IL O'Hare Airport 5.9 11,981 27,512 4,748 17.26 837 174 20.79 0.43 8.93 5161 0.086

Total 65 180.59 444,472 1,093,071 435,514 39.84 42,698 15,329 35.90

Table III. Basic data for the 8 KIBS clusters in the Chicago city-region

Thresholds to identify KIBS clusters in Chicago
 

Employees, Total (2010) Businesses, Total (2010) 

Mean  2,013 

N  2,147 

Std. Dev. 5,312 

x  + ½ s 

2,013 + 2,656 = 4,669 

 

Mean  119 

N  2,147 

Std. Dev. 213 

x  + ½ s 

119 + 107 = 225 

 

Employees in KIBS, Total (2010) Businesses in KIBS, Total (2010) 

Mean  407 

N  2,147 

Std. Dev. 2,459 

x  + ½ s 

407 + 1,229 = 1,636 

 

Mean  27 

N  2,147 

Std. Dev. 74 

x  + ½ s 

27 + 37 = 64 
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