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As part of Economic Development Australia’s (EDA) Overseas Study Tour Program, 
Paul Johnson, Manager Business Development at Wellington Shire Council in Victoria, 
travelled to New Zealand and the United States in November 2018. Paul would like to 
thank EDA and Wellington Shire Council for the opportunity to participate, learn and 
share this research.  

 

Executive Summary 

This report outlines experiences and observations made whilst investigating success 
factors for establishing effective digital coworking spaces to foster digital 
entrepreneurship in the US and NZ. The following factors were identified as critical. 

1. Establish a vision- A vision or purpose needs to be established before a 
physical space is established. Coworking spaces are currently in vogue, and 
recent Australian government support is feeding this momentum. A vision 
needs to reflect the needs and capability of the local community.  
For example, some spaces focus on tech startups which align with the 
objectives of a particular Government funding stream whereas others are purely 
focused on accommodating startups which have the greatest commercial 
potential. The vision of other spaces is to support micro-business which have 
traditionally fallen through the cracks of usual business support from 
Government.  
In Australia, economic development practitioners may need to lead from behind. 
That is, engage with the local community, local startups and funding agencies 
to build a coalition of the ‘willing’- a group of stakeholders who commit to 
establishing a space to foster and promote digital innovation. This coalition 
needs to determine whether the proposed space will be underpinned by 
economic drivers or community drivers.  
This report details coworking spaces which have diverse missions and drivers 
including: 

 Covo in San Francisco’s mission is ‘Work. Life. Balanced’. Covo is 
privately owned and operated and includes an office bar and nap room. 

 Ngahere Communities in Auckland which has a mission to promote 
innovation and entrepreneurship for Maori and Pasifika communities. 
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 Plug and Play Tech Center in Silicon Valley exists to connect the best 
technology startups and the world’s largest corporations and its mission 
is to bring the benefits of Silicon Valley to all four corners of the world. 

 
2. Capability, diversity, and engagement of membership- Without engagement 

from members, a coworking space simply offers cheap office rental. The greater 
the demand from clients to work in a particular coworking space, the more 
management is able to curate the client mix to align with the mission or vision of 
the coworking space. Read more about the Capital Factory which has evolved 
from a coworking space to a highly successful accelerator with an extensive 
events program, cashed up venture capitalists and a highly competitive 
selection process. 

 
3. Location and Perks– To attract tenants, the location must be a superior offering 

than what’s freely available at a home office, café or local library. Access to 
meeting rooms, a functional kitchen and high-speed digital infrastructure are 
non-negotiables. Ideally the space is located near public transport and near 
other partners including a university or TAFE, investors or other services to 
support small business. 

 
4. Programming offered by workspace- Is there access to mentors, investor 

groups, workshops and educational training such as hack-a-thons or pitch 
training? This programming is a value add for participants and helps increase 
engagement and capability.   

 
5. Breadth of network– To what degree can the coworking space provide clients 

with access to a network beyond its local community? This includes access to: 
 a network of other coworking spaces 
 experienced mentors 
 finance or network of angel investors 
 access to overseas markets or exposure through partners such as 

Austrade or operators in other geographies. 
 

Introduction 

The EDA sponsored Study Tour enabled me to travel to New Zealand and the US to 
investigate how economic development is stimulated by fostering innovation and a 
startup culture in the digital economy. Specifically how is New Zealand and the US 
enabling individuals and small business to develop, access new markets and contribute 
to personal and national prosperity? 

At Wellington Shire, the fervour of a dynamic digital ecosystem is not evident in the 
local economy. Located 200 kilometres east of Melbourne, the region is reliant on 
traditional economic drivers:  agriculture, energy production and defence with an 
expanded RAAF Base at east Sale. 

However Australia’s regional and metropolitan economies now demand a more 
dynamic, innovative, entrepreneurial workforce capable of accessing new markets 
using online platforms. Otherwise economic growth and prosperity is limited by local 
demand and vulnerable to digital innovators disrupting local markets. 
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New Zealand had always struck me as a country which punches above its weight 
division in most measures. I was interested to understand how our cross-Tasman 
neighbours are positioning themselves to access digital opportunities on a global scale.  

Then travelling to the USA, the most mature digital ecosystem on the planet, which has 
given rise to the most iconic digital champions on the planet. What had the United 
States done to enable a startup ecosystem whereby PayPal, Facebook and a host of 
others could disrupt entire industries, experience unprecedented exponential growth 
and rapidly generate enormous economic returns? 

Before going further, it is important to define some key terms used in this report.  

Ecosystem refers to the environment which startups and established firms develop. 
Elements in an ecosystem include networks of people, institutions such as universities, 
relevant private and public organisations, expertise and capital. These elements 
interact to create and grow new businesses. 

Incubator is a company or organisation that helps new and startup companies to 
develop by providing services such as management training or office space. 

Accelerators aim to help startups achieve a level of business growth in just a few 
months, that would normally take anywhere between 12 to 18 months if they decided to 
do so on their own. Accelerators offer shorter but more impactful business support. 

My itinerary was arranged by directly contacting key people in New Zealand and the 
US who I had identified online or been referred to by others.  

Digital coworking spaces stimulate economic development by fostering 
entrepreneurism, innovation and enabling small businesses to access global markets.   
The San Francisco economy has been fundamentally transformed by the technology 
industry springing from Silicon Valley. The Valley is the centre for innovative 
technology companies. It's home to 2,000 tech companies, the densest concentration 
in the world. This proximity to suppliers, customers and cutting-edge research gives the 
Valley a competitive advantage.  

Since the tech boom sprung from Silicon Valley, the rest of the world has been playing 
catch up. This study tour visited Silicon Valley but also reports on how Auckland 
Council is adapting its approach to suit the needs of two different communities.  

All levels of Government in Australia acknowledge that embracing innovation, 
technology and science is critical to powering the Australian economy to provide jobs 
and high living standards.  

Under Prime Minister Malcolm Turnbull, the Australian Government had a dedicated 
Minister for Digital Transformation. The Government launched a Digital Economy 
Strategy in 2018 which will set out how together the government, the private sector and 
the community can: 

 drive productivity within existing industries 

 take advantage of the changes in our economy 

 open new sources of growth for the future 

 develop world-leading digital business capability for globally engaged, 
innovative, high-growth businesses of all sizes 
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 drive a culture and mindset that supports lifelong learning, a global outlook, and 
helps us respond to change 

 address Australia’s varying digital skill and confidence levels to help everyone 
succeed in the digital economy 

The Victorian Government has a dedicated Minister for Small Business, Innovation and 
Trade and the Victorian Government has a commitment for the state to become the 
number one destination for digital technology companies and start-ups in the Asia-
Pacific region. 

Victoria's digital technology strengths drive innovation and increase the 
competitiveness of the state's industries. It is estimated that by 2020, Victoria's digital 
economy could be worth $50.8 billion. 

The emergence of digital coworking spaces present a potential pathway for 
government to support micro businesses and state and federal governments are 
getting on-board. 

Digital coworking spaces reflect the mega trend that technology has been a significant 
driver to the changing workplace. The concept of ‘work’ has become more fluid, and 
work has become more flexible as personal and work mobility has increased. The 
business value of flexibility is much higher than ever before because most digital small 
business operators are unsure whether their company will need to grow, change or 
move in real-time.  

Coworking is an extension of the share economy and allows sharing of professional 
expertise and networks. Specifically, in regional areas digital coworking supports digital 
small business operators to remain in their regional area by co-locating with like-
minded business operators and help to build to capacity of the regional ecosystem. 

Fine examples of established coworking spaces in regional Australia include: 

 Cohoots (http://www.cohoots.info/) in Castlemaine, Victoria (population 7000) 
has a vision to support a community of micro-enterprises. Cohoots is privately 
operated and doesn’t focus on a particular niche but has a diverse group of 
members which reflects its local community.  

 Cows Near the Coast https://www.cowsnearthecoast.com.au/ in Bega NSW 
(population 5000) targets locals and sea-changers and provides physical space 
to foster technical, creative and entrepreneurial collaboration between its 
participants. CoWS aims to increase participation in the digital economy 
recognising it is a key economic driver of the future. CoWS has strong links to 
the team operating the Entry29 Co-Working Space in Acton in Canberra and 
aims to establish further links to similar initiatives around Australia. 

There is very little empirical evidence which estimates the economic value of digital 
coworking in Australia, New Zealand or the US. Whilst the private sector has largely led 
the rise of digital coworking, this data gap may explain why successive Australian 
governments were slow to respond with programs to further support digital 
entrepreneurship. However the Australian Government’s 2018 report ‘Digital 
Innovation: Australia’s $315B Opportunity’ indicated that digital innovation can deliver 
$315 billion in gross economic value to Australia over the next decade, making it a 
critical ingredient in the nation's ongoing economic success. The report found that 
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Australia has failed to capture the same economic value from digital innovation as 
other countries and that productivity gain from technology in the Australian economy 
has been below that of Australia’s peers. 

At a SME level, economic benefits for small business operators in digital coworking 
spaces include: 

1. Avoiding a long-term lease and rental deposit. Instead cowork spaces generally 
operate on a month-to-month pay-as-you go basis. 

2. Avoiding start up costs such as office furniture and meeting room space. Instead 
this provided as is high speed digital infrastructure. Also utility costs such as rates, 
electricity and water bills are included in the package.  

3. Avoiding the need to employ part-time support staff because most larger cowork 
spaces offer business services including a receptionist or office manager. 

 

The Study Tour  

This research report includes specific actions which EDA members can consider when 
developing local digital ecosystems. These actions are highlighted in yellow below. 

New Zealand 

A 40 minute train journey from central Auckland is Manukau, the capital of south 
Auckland. Manukau is the Pasifika capital of the world with 60% of Manukau’s 
population originating from the Pacific islands. 

There I met Joel Umali, Specialist Advisor for the ‘Southern Initiative’ with Auckland 
Council.  

The Ngahere Communities space is a social enterprise, was officially opened in 
October 2018 and seeks to cultivate communities that enhance creativity and 
innovation by using collaborative spaces, common values and co-designed 
programmes. The space is designed to create a space for innovation and 
entrepreneurship to thrive, especially for Maori and Pasifka communities.  

The importance of promoting digital entrepreneurship in Manukau cannot be 
understated, considering high rates of poverty and obesity and low rates of educational 
attainment, personal income and home ownership, compared to the national average. 

Auckland Council had undertaken research which concluded that major employers in 
Manukau such as distribution centres and industrial parks, are highly vulnerable to job 
losses resulting from increased automation and innovation in the logistics sector.  The 
research estimated that 45% to 50% of current jobs in Manukau are subject to 
disruption in the next 10 years. 

Therefore the need to foster innovation and digital entrepreneurialism within the 
Manukau community to enable locals to ‘create their own job’, instead of ‘find a job’ has 
become a focus for Council and critical for the local community and economy. 

Wellington Shire Council in Victoria sought legal advice in 2018 to establish a separate 
legal entity to Council to start a digital coworking space in Sale. The legal advice 
considered a structure that is: 
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 A separate legal entity to Council but able to enter its own contracts and does 
not rely on a single legal entity to exist. 

 Able to trade but not distribute profits to its members. 

 Made up of members from defined interest groups. 

The legal advisor recommended the best legal structure was an incorporated 
association governed by a bespoke set of rules. EDA members may wish to engage 
Australian Centre for Rural Entrepreneurship for further advice on how to establish a 
digital coworking space which operates as a social enterprise. 

 

Banner welcoming visitors to Ngahere Communities, Manukau 

Back in central Auckland is Council’s flagship $30M digital innovation initiative called 
GridAKL, located on Auckland’s waterfront within the Wynyard Quarter Innovation 
Precinct. Catriona Stewart, Auckland Tourism Events and Economic Development 
(ATEED) explained that the Wynyard Quarter Innovation Precinct is designed to 
facilitate creativity, spur innovation and make it easier for businesses to respond to 
change, both through building design and proximity to likeminded business people.  

ATEED has based the Innovation Precinct on similar innovation models in the US and 
Council aspires for the precinct to become a recognised innovation hub within the Asia-
Pacific region. 

The Precinct is home to global innovators including AirNZ, IBM, Microsoft, Fonterra and 
Spark. GridAKL offers modern collaborative spaces for start-ups, SMEs and corporates 
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across three recently constructed buildings which aim to connect people, places and 
resources to help businesses become stronger, more successful and more innovative.  

Interestingly, Catriona from ATEED explained that when necessary, GridAKL senior 
staff can speak directly with the New Zealand Prime Minister to resolve an urgent 
issue. The wonders of a two-tiered government structure!  

Economic development practitioners would benefit from increased access to 
government decision makers instead of working through multi-levelled bureaucracy. 
However replicating the New Zealand experience in Australia is clearly more difficult 
with Australia’s larger population, and the role of state governments. That said, New 
Zealand’s population is commensurate with the average population of Australian 
states, therefore by comparison, just as ATEED senior staff can speak directly with 
their Prime Minister, senior economic development staff in each Australian state would 
ideally have access their respective state Premier by comparison. Whilst this may be 
wishful thinking, it highlights how New Zealand Government is better equipped to adapt 
to business needs. 

 

Community board at GridAKL, Auckland 

 

Digital entrepreneurs are supported by regular events featuring local and global 
keynote speakers, investment networks, seminars focussed on technology and 
innovation and start-ups and early stage SMEs have access to modern, open-plan 
coworking spaces. 

Auckland Council’s investment into Manukau and GridAKL is a result of developing 
long-term, evidenced based policies which are adequately resources over many years. 
Australia’s economic development practitioners need to make a long-term commitment 
to support the growth of a startup ecosystem. 

Digital entrepreneurship is not the exclusive domain of young, hip millennials. Council 
is delivering place-making investments which seek to accommodate the broader 
community. Economic development practitioners need to develop policies and 
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strategies which reflect the needs of their community and maturity of their digital 
ecosystem.  

My visit to the Icehouse in Auckland presented another model for fostering digital 
entrepreneurism which operates without local government. Based in a former textile 
factory, the Icehouse has been operating for 17 years and current partners include 
Auckland University and Bank NZ. 

Simon Roger, Icehouse’s Operations Executive, explained that Icehouse targets 
businesses with a turnover between $3M to $10M. The program aims to bridge 
learning in a university setting tailored specifically for SMEs. 

A recent Icehouse success story is PowerbyProxi which sold to Apple in 2017 for in 
excess of $100M. 

Icehouse has a strong investing capability and draws upon the ‘Ice Angels’ which is a 
network of NZ based investors. The Ice Angels is the widest network of investors in NZ 
and led by CEO Robbie Paul aged 32.  

Economic development practitioners need some knowledge of local investor networks 
because a strong supply of venture capital fuels startups to scale up. In Victoria alone, 
$1.73 billion has been invested in Victorian startups and scaleups over the past five 
years, across 76 deals in 504 companies. LaunchVic reports that 20% of Victorian 
firms are failing to raise capital or not being able to raise enough. However digital 
entrepreneurs based in regional areas may not have access to an immediate investor 
network and may need to tap into city-based networks. 

 

Icehouse’s outputs and targets. Note ‘BIQ’ represents Businesses of International Quality 

Icehouse offers a six month accelerator program and receives 150 applications but 
only six are selected.  
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Examples of existing tenants within the Icehouse include companies which: 

 deploy artificial intelligence in art galleries around the world to monitor the number 
of people viewing specific pieces of art and the duration they stay viewing each 
piece. This innovation is proving to be highly profitable. 

 enable sports viewers to broadcast live commentary to existing sports coverage 
online. This way, would-be sport commentators get to commentate on live sport 
and attract their own following. This company has been identified as of high 
commercial value and potential. 

 

Hall of fame at the Icehouse, Auckland 

USA 

Silicon Valley 

There is no specific geographic ‘valley’ in Silicon Valley, instead a collection of suburbs 
an hour south of central San Francisco with a track record of digital innovation over the 
past 40 years. It corresponds roughly to the cities of San Jose, Palo Alto, Santa Clara, 
Mountain View, and Sunnyvale. 

Plug and Play Tech Center 

The Plug and Play Tech Center, in Sunnyvale, aims to be the ultimate innovation 
platform bringing together the best start-ups and the world’s largest corporations. 

Whilst occupying a huge floor space over multiple floors, Andrew Hans Chang, 
Associate, International and Government Relations, outlined the organisation’s global 
footprint, working with international government agencies, technology incubators and 
universities to source, identify and accelerate the most promising start-ups from various 
global ecosystems in over 25 countries. 

Major companies base their innovation teams on site at Plug and Play to get access to 
the talent pool working within the office space. It is intriguing to walk through the office 
and identify logos of well-known multinational automotive companies or 
telecommunications firms also occupying floor space at Plug and Play to interact with 
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progressive thinkers to help solve problems, achieve cost savings or gain a competitive 
edge. 

 

Businesses with relationships at Play and Play Tech Center, Sunnyvale 

Plug and Play, like the other digital innovation spaces I visited in New Zealand and the 
US, focus heavily on hosting events to gather a critical mass of people and increase 
the cross-pollination of ideas between digital innovators and to help foster 
collaboration. Hosting events aims to attract and retain tenants to base themselves in a 
particular space. The events can be as non-technical as free pizza and happy hour 
drinks or as industry specific as Q&A discussing the legal pitfalls of intellectual property 
but regardless, getting people together is key.  

Hosting events for digital entrepreneurs creates a sense of community, increases 
collaboration and helps form partnerships. Economic development practitioners can 
boost their startup ecosystem by building a community of connected individuals. These 
events can be in partnership with corporations, universities, TAFEs or government 
agencies. Use your networks to find the local founders in your community who have 
established successful startups. Make sure founders and local digital champions attend 
these events to help build a community for founders locally. 

Covo 

Back in central San Francisco you’ll find Covo, a boutique coworking space promoting 
‘Work. Life. Balanced’. It aims to be the first coworking space that enhances how you 
live, not just how you work. Covo includes a coffee shop, café, bar, quiet space and a 
nap room. What more could you ask for? 

Work spaces are flexible which enables users to occupy the space for an hour, a day 
or indefinitely.  



Paul Johnson, Research Report, Economic Development Australia 

 

Covo is based in an old textile factory and has retained an industrial look inside. As 
Australia’s retail sector retracts and more shopfronts become vacant, there is an 
opportunity for retail space to be repurposed into digital coworking spaces, considering 
retail precincts are well serviced with parking, public transport and located amongst 
other service providers like cafes and professional services. This may require local 
Councils to review planning schemes to enable flexible use of buildings in retail 
precincts.  

 

Bar at Covo in San Francisco 

Code for San Francisco 

Not all digital innovators are seeking to make a million dollars. 

Code for San Francisco is a weekly gathering of local residents, government 
employees, designers, coders and students that work on social impact and civic 
projects together each Wednesday evening to improve the City and County of San 
Francisco, using technology to support their efforts and connecting people, 
organizations, resources, tools, and networks to enhance San Francisco.  
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Group working collaboratively at Code for San Francisco Weekly Civic Hack Night 

At the Code for San Francisco Weekly Civic Hack Night, individuals present a problem 
they were seeking to address in the local area. Then participants self-select a problem 
they wish to contribute to solving or addressing within a small team. The night I 
attended, the following issues were raised: 

 Use data science matrix to develop a better real-time data for passengers 
waiting for local suburban buses. 

 App for users to report cars blocking bike lanes. 

 An app to show how many seats are left at community cinemas in real-time 

 Information for homeless people called ‘shelter tech’. 

The event is free, invitation is open to anyone and the problems are real-life and local. 

Economic development practitioners, particularly those working within government 
agencies, can connect with local online networks, universities or TAFEs to facilitate 
hacks. Hackathons stimulate the creative and problem-solving capabilities of 
developers in a low cost and low risk environment. Hackathons embrace the startup 
ethos that failure is a part of the journey and governments have data-sets and systems 
which hackers can ‘play with’ to help solve problems. 

Waco 

Travelling to Texas I visited the regional city of Waco, population approximately 
130,000. Located between Dallas and Austin, Waco local Caroline Thornton kindly 
walked me through WacoWork, the first and only coworking space in town, having 
opened six months earlier.  

WacoWork is privately owned and operated. However, Caroline indicated that the local 
City (Council) has plans to establish an incubator nearby which may undermine the 
demand for WacoWork. 

Councils need to ensure that any foray into promoting digital innovation is not at the 
expense of an existing commercial operator. Undertake an environmental scan first so 
it’s clear who is doing what. Find a gap in the local ecosystem to avoid encroaching on 
activities the private sector is already delivering.   

Caroline explained that people use WacoWork because: 

 Coworking overcomes the loneliness or isolation of working alone at home 

 People are fed up working out of a coffee shop 

 Coworking creates a physical break between your workplace and your living 
space 

 Coworking creates a new professional and personal network. 
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Workspace at WacoWork, Waco, Texas 
 

Considering WacoWork had opened its doors six months earlier, Caroline was actively 
promoting it through multiple channels, offering ‘free’ introductory offers such as ‘first 
month free’ and creating a sense of community amongst the current and past users. 
For example, WacoWork’s community members can promote their business on the 
WacoWork website (members.wacowork.com) or post updates on a coworking platform 
called Proximity (www.proximity.space).  

The need for coworking spaces to be established outside Australia’s major cities is 
highlighted by findings from the Victorian Government’s LaunchVic organisation. 
LaunchVic’s annual Mapping Victoria’s Startup Ecosystem survey revealed only 3 per 
cent of the state’s startups are based outside inner Melbourne and are distributed 
across just three regional centres in Geelong, Bendigo and Ballarat. 

Interesting side note: A transformation of Waco is underway. Whilst many Australians 
associate Waco as the location of a dramatic siege in 1993, Waco’s visitor economy 
has changed dramatically following a renovation TV show called ‘Fixer Upper’. The 
program follows Waco couple Joanna Stevens Gaines and Chip Carter Gaines who 
renovate houses in Waco. https://magnolia.com/ 

Interest in the TV show and its associated spin-offs attract 1.2 million visitors to Waco 
annually and Joanna Stevens Gaines has 9 million Facebook followers. 

 
Austin Texas 

When the Capital Factory in Austin, Texas was first established, it was exclusively an 
accelerator for digital innovators to refine their business and commercialise their 
product or service. However, since then the Capital Factory has broadened out to 
attract and host events to help attract entrepreneurs. Incredibly the Capital Factory now 
hosts approximately 1300 events a year! 

Start-up businesses accepted into the Capital Factory’s Accelerator Program have 
access to 170 experienced mentors, who make a one year commitment to mentor 

https://magnolia.com/
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participants on a monthly basis for free. Of the accelerators in the Capital Factory 
program, 5% are hardware and 95% software. 

Capital Factory receives 100 applications a month to participate in the accelerator 
program and select approximately 20 participants. If selected, they receive access to 6 
months free coworking space as part of the accelerator program. A rigorous criteria is 
applied to determine participants in the accelerator program. 

Ali Syed, International Partnerships Coordinator, Capital Factory explained the 
accelerator program at Capital Factory is very different to others across the US. 
Traditional accelerators run for three months and are focussed on developing a pitch 
for the demonstration day with the role of raising capital.  

However, Capital Factory is different because it carefully tailors its mentor program to 
each accelerator, based on its business needs. At the conclusion of the accelerator 
program, Capital Factory invests in approximately 50% of the accelerator businesses. 
However to participate in the program, businesses must transfer 1% of their equity to 
Capital Factory upon program commencement. Businesses in the accelerator must 
have a Minimum Viable Product (MVP) which includes at least two employees and 
ideally one customer. 

The Capital Factory’s expansive mentor program and highly competitive start-up scene 
attracts high potential start-ups, all co-located in one location, matched with an 
extensive events program and deep-pocketed venture capitalists to create a density of 
activity which fosters collaboration, drives innovation and has given rise to a very 
mature digital ecosystem. 

 

Weekly events schedule at Capital Factory, Austin 

Capital Factory does offer straight coworking space however coworkers are only 
accepted if they have two referees from within Capital Factory. Four WeWork 
(www.wework.com) coworking offices are located near the Capital Factory and people 
interested in accessing coworking space are encouraged by Capital Factory staff to 
utilise WeWork instead. 
 



Paul Johnson, Research Report, Economic Development Australia 

 

Australian economic development practitioners can link Australian startups to global 
networks to accelerate their growth. Austrade operate a Landing Pad in San Francisco 
where participants receive: 

 introductions to mentor networks and strategic partnerships designed to drive 
growth. The San Francisco Landing Pad has relationships with a variety of 
accelerators, universities, government entities, corporate innovation offices, and 
investors such as Y Combinator; RocketSpace; Plug and Play Tech Center; MBC 
Biolabs, and the San Francisco Startup in Residence (STIR) program. 

 access to a community that supports Australian entrepreneurs. The Aussie 
Founders Network, a member-driven community of Australian founders, investors 
and industry advisors in San Francisco’s Bay Area, provides a hub of thought 
leadership and mentors to support Landing Pad participants. 

 
 
 


