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Clusters, so what?
Clusters = Innovation = Competitiveness

Clustering and GDP / Capita
41 NUTS 2 Regions in EU-10 (2004)
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Clusters 1 - Agglomeration

el — Co-location of linked industries and
— organisations within a region
- breadth and depth, history
Public organisations
Industry (ministries, agencies...)

(suppliers, buyers,
service providers,
large firms, SMEs...)

M (cluster org, networks,
chambers...)
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ﬁu % Organisations for
collaboration
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Financial institutions
(banks, VC firms, angel networks...)
Academic institutions
(universities, R&D labs...)
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Clusters 2 - Dynamism

=ﬁﬁ Level of cluster dynamism and networking
L
I

Static cluster Dynamic cluster
/\ Labor mobility
s Technological spillovers

Formal and informal personal

N
N N networks
b

N Organizations for collaboration
v Spin-off firms

Local and global linkages
(“Greta Garbo effect”)




Processes at Work in Dynamic Clusters

1. Trial-and-error of new methods of production, new technologies

2. Pluralism leads to experimentation and texting

3. Role models inspire followers

4. Information intensity — voluntary/involuntary dissemination of skills, technology

5. Buyer-supplier interaction, joint product-process innovation, resource dependy

6. Cross-linkages between industry, finance, research, education, public organizations
7. Apprenticeship training, “watch and learn”

8. Shared language (trade language), formal and informal networks, trust, social capital
o. Culture and historical norms, sense of belonging

10. Knowledge about the cluster (“who-is-who”’), cluster vision

11. Spin-off firms dispersing skills within the cluster



Clusters look similar from high altitude
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.but not when you magnify the picture
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Car Tuning in Southern Germany

Source: MOC Student Project 2007
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Clusters 3 — Life Cycle

ATALE OF TWO LABELS

Even a beer bum can understand that this popular, 8§
well-priced Australian white wina ($10} features , i
the Chardannay wh ite wine grape. b 4

lage al
appellation contréllee rule
permit cultivating only Chard-
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be best to check out
'\ Domaine LaTour in &
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The Inverted S-model

Level of Dynamism

Phase

>
Time

Entrepreneurs Large firms Dynamic cluster
or “Museum”

‘Heroes’ 'Economies of scale’ ‘Innovation’
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Californian Wine Cluster

Level of Dynamism

4 1,327 wineries

330 wineries

989 wineries

Time

1940 1970 1990
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The Rise of Clusters — The Early Heroes

Level of Dynamism

A
Natural Factor conditions - Geography (port, river, minerals, soil, climate...)
Serendipity (home town of an entrepreneur or inventor)

Idiosyncratic demand
Institutional and cultural setting (‘business/entrepreneurial climate’)
Infrastructure
Proximity to university
Capital from family, friends and business angels
The rise of one firm, two, three...
The heroe(s) shows that “it is possible”!
®/ The rise of a supplier, two, three...
>
Time
Entrepreneurs

‘Heroes’ 14



The Process of Cluster Development
The Role of Anchor Companies and Spin-offs

Source: CONNECT, University of California, San Diego
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Economies of Scale

Level of Dynamism

4 -Concentration - a few large firms take control
-Vertical integration

-Capital from larger banks

-Focus on efficiency

-Increased demand for specialized human capital

@

Time

Large Firms

'Economies of Scale’



Renaissance

Level of Dynamism

t -Spin-off firms

-Specialized venture capital

-Focus on innovation

-FDI attraction

-New technology
-New entrants

-The business angel is back

>

Time

Dynamic cluster

‘Renaissance
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Or....decline...

Level of Dynamism

A

-Excessive concentration

-Heavy government involvement
(saving companies, subsidizing)

-Radical technological shifts originating from
other locations

-Radical shifts in demand at other locations

-War and other extreme circumstances

>
Time

Decline towards “Museum”
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Arsenale In Venice
Downhill since the 17th century

Naval Museum
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GoOteborg Shipyards
16th century - 1988

1971
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Cluster Life Cycle
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Entrepreneurship
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Arjeplog Winter Car Testing

BMW

= Car manufacturers

NSIIA - North
Sweden Inward
Invest Agency

. = Component suppliers

B -ircs

. = Car tester

Daimler - Chrysler

SPGA — Swedish
Proving Ground Association

A-Tent AB, UB:s Alltjanst AB

Mr Sundstrom Artic Tracks AB, Cartest AB

Colmig AB, Tjintokk AB, Hagglunds & Granstrém, Artic

Falls AB, Ice-tracks AB, Icemakers AB

: Galtis AB

>
1970 1975 1980 1985 1990 1995 2000 2005

Source: Student Project MOC at SSE 2004 - Patrick Jonsson, Christina Lindberg, Marcus Lindén, Erik Mossberg, Andreas
Ohrnberg

22



Clusters 4 - Policy

Eﬁ{s Natural vs planned/organised clusters
Planned Clusters

_/_

Natural Clusters

2

Policies to boost old and
emerging clusters:

Cluster Programs
Cluster Initiatives
Cluster Organisations
Cluster Networks

23



Emergence of Cluster Organisations
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Cluster organizations

ACstyria Autocluster

* Steiermark, Austria
» Automotive industry

» About 370 companies, and
government agencies

* Improve image, increase co-
operation, joint development,
education

East Africa Fine Coffee

Acc

» Ten East-African countries
» Coffee

» About 120 farmers, roasters,
exporters, importers,
transporters, policy makers

» Export promotion; training

EAFC

Easlam Afncan Fine Coffees Azsociadon

UPPSALA
Bl0co<c©

THE LIFE SCIENCE INITIATIVE

Uppsala Bio

» Uppsala city, Sweden
* Biotech

 About 90 participating
academic institutions, gov't
agencies and companies

» Support innovation, attract
investment

Food Hawke’s Bay @

* Hawke’s Bay region, NZ FOOD Hawke’s Bay
* Wine, dairy products, meat,

seafood, bakeries, etc.
» About 100 participating

companies, agencies,

universities

» Export promotion, investment
attraction
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http://www.eafca.org/index.html
http://www.uppsalabio.com/DynPage.aspx

Cluster initiative objectives

Student attraction, retention

Vocational training

Management training

HR upgrading

Incubators, spin-off promotion

Investment attraction

Cluster expansion

Operations, strategy development

Export promotion

Business services promotion

Business
development

)

Joint purchasing, joint investment

Bus. collaboration

Inter-firm innovation collaboration

FIrm-university mnovation Innovation
collahaoration
Institutional-legal environment
Business

Infrastructural environment

Region branding

environment

)
)
)

The individual

The business
sector

The business and
academic sectors

The setting
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EU — Innovation and Clusters In Focus

e DG Enterprise

Luxembourg conference 2003

eSectoral Innovation watch 2004
eInnovation panels (8)

s: «Cluster networks (11)

eFinancing networks (10)
Y~ -Standards networks (7)
|NNVA eEurope INNOVA Forum

*Cluster mapping

8 modules in three pillars:
O INE"O ePolicy analysis
ePolicy learning
<Policy development:
BSR InnoNet v
CEE-Cluster Network
CLUNET
INNET

27



Cluster Mapping

www.clusterobservatory.eu

Region Claster category

Selection by: — S

 Splaer choster sotapeany

= Europe/country o
(32) /region
(2 5 9) Region Employees  Size Specislsalion  Focus Slarg Innovelion Exports  Nole
Stutrgart, DE 136 353 5.06% £.54 §35% @ ee- ~
Oberbayern (Minchen), DE BZ 339 2.06% 165 521% ===
Braunschweng, GE 79096 2.9E% 10.61 15.15% ="
" C I u Ste r Cate g (@) ry Karlsruhe, DE 0685 151% 300 426% ==
Misdarbavern (Landshut), DE 37960 1.41% 736 10.51% ===
Hannover, DE 25979 0.96% 269 3.84% "
3 8 Saarland {Saarbricken), GE 3L i33  0.83% £35 758, wem
¥aln, DE 36986 1.37% 184 2.77% —
Waser-Ems (Oldenburg), DE 31465 0.B0% 218 3.11% "
Hassel, GE 21 0RO 0.7E% 184 E.8E% =
Rheinhessen-Pialz (Mainz), GE 18481 0.68% 2,20  3.14% —
n n u I I l e r O Sta rS Gbarpfalz (Regensburg), DE 1693 0.63% 136 4.00% -
Bremen, DE 16 280 0.60% 4272 6.03% =
Chemnitz, GE 15 216 0.56% 231 3.30% -
Unterfranken (Wirzburg), DE 14 210 0.52% 232 3% —
(1 — 2 — 3) Darmetadt (Frankfurt am Main), DE 33828 1.26% 169 2.42% =
Disseldorf, DE 12 588 0.70% D80 1.14%
Arnsherg (Dommund), DE 17 787 0.66% 114 1.63%
Thiringen (Erfurt), DE 14 555 0.54% 148  1.11%
Schwaben {Augsburg), OB 11 289 D.42% 140 2.00%
Cetmald, OE 11 198 0.41% 148  1.69%
Tubingen, DE 10271 0.36% 122 L75%
Freiburg, DE 7792 0.29% 078 1.12%
Mittelfranken (Normberg), GE T8 0248 080 1.15%
HMingter, DE 6967 0.25% 0,69  0.99%
Koblenz, DE 6924 0.25% 119 1.59%
Schleswig-Halstein (Kiel), DE 6798 0.25% 0.62 D0.33%
Ciberfranken (Bayreuth), DE £431 0.23% i34  180% e
[Source: European Cluster Obsorvatory. [SC/CSE cluster codes 1.0, dataset 20070510
I IDownload as: pdf | cav

28



3-star Automotive Clusters in Europe
www.clusterobservatory.eu

Germany
Karlsruhe

Koln
Niederbayern
Niedersachsen
Oberbayern
Saarland
Stuttgart

United Kingdom
Western Midlands

France

Nord - Pas-de-Calais
Franche-Comté
Lorraine

Italy
Piemonte

Spain
Castilla y Ledn

19-Oct-07

Automotive Clusters In Europe

Sweden
Vastsverige

Poland
Dolnoslaskie
Wielkopolskie

Czech Republic
Severovychod
Stredni Cechy

Romania
Sud

Turkey
Dogu Marmara
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The European Cluster Observatory

= Cluster Mapping

= Cluster Organisations

= Cluster Policy

= Cluster Case Library
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Clusters and Cluster Policy

Agglomeration

Dynamics

Life Cycle

KKK

A W DN P

Policy
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Extra Slides
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Clusters vs Cluster Initiatives —
Limited Overlaps

West Sweden 2004

Statistical Industry Cluster
@ HEAVY CONSTRUCTION SERVICES

Cluster Initiative

23857
METAL MANUFACTURING 14861
@ EDUCATION & KNOWLEDGE CREATION 14276 .
& BUSINESS SERVICES 13886 Org an |Zed Cluste rS
@ FOREST PRODUCTS 12935
@ HOSPITALITY & TOURISM 12793
@ PRODUCTION TECHNOLOGY 11486
@ DISTRIBUTION SERVICES 10121
@ FISHING & FISHING PRODUCTS 1987 I VS S
@ APPAREL 1704
& Toracco 502
€& AUTOMOTIVE 43168 | Industriellt Distrikt Skaraborg
TRANSPORTATION & LOGISTICS 27137 gevtété)erzol-tg/gei,s :ijclsstrlbutlon Services, SME Sub  -Contractor)
(Transportation and Logistics)
Networking Companies =
(Transportaion and Logistics)
& PROCESSED FOOD 15750 | Livsmedel I Vast
(Processed Food) .
& TEXTILES 4343 ?ﬁ;ﬂﬁgkg{;gggﬁl Textile
OIL & GAS PRODUCTS & SERVICES 1358 | Samvate i Vast

(Oil &Gas Products and Services)

Statistical clusters

PLUS (Plastics) ]
Polymertekniskt Centrum(Plastics)

Teknocenter (High-Tech)

Halsoteknikalliansen (Health)

Film I Vst (Film, Entertainment)

Brewhouse Innovation (Entertainment, Media)
Innovatum (Engineering and Creative Industries )

Koksriket (Hospitality and Tourism, Processed Food)
Lindholmen Science Park ( Information Technology )
Microwave Road (Microwave Technology)

Microbind House (Telematics and Microwave Technology)

Telematics Valley (Telematik )

Goteborgs Visualiseringskluster (Visualisering )
Automation Technology Cluster of West Sweden
(Automation)

SIAQ (Sustainable Indoor Air Quality Cluster)
Batklustret (Boats)
Biomedicinsk Utveckling | Véstsverige (Biopharmaceuticals)
33



Mapping Statistical Clusters In Europe

32 Countries
Phase 1 EU-10
Phase Il EU-17 )

. % 38
Iceland Cluster

Norway NUTS 2 &)l Categories

259 ‘ 4 (co-located
Regions Rkezeedd industries)

Switzerland

Turkey

Israel

Gyor (HU) Automotive

Some 10,000 potential
regional clusters within
Europe
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