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1. ABSTRACT 

The severe financial and economic crisis, an increasing globalisation, growing emerging markets and 

an era of óhyper-specialisationô create an environment in which the EU needs to become more 

competitive for the future.  

The key factors for competitiveness in the long run being economic performance, R&D and 

innovation, clusters can play a huge role in the future. It has been observed that regions with strong 

clusters have recovered much faster than regions without clusters from the recent economic crisis.
1
 

One clear objective of the Europe 2020 strategy is the move towards world-class clusters.
2
 However it 

is clear that one cluster will not reach enough critical mass to attain global competitiveness. By 

consequence cluster collaboration is essential to overcome regional boundaries and move towards 

world-class clusters ergo European interclusters.  

Based on the results of a survey conducted among 169 actors, cluster collaboration is becoming more 

common but there are still many barriers in place. A recommendation made to summit many 

challenges would be the creation of a European Cluster Centre which would not only centralise all 

European cluster information but also help integrating European and regional policies and initiatives.  

So cluster collaboration is certainly a good and right way towards the future even it is impossible to 

know if it will help to overcome all further challenges of the EU. European companies are the heart of 

business activity. If they are more competitive, the EU will be more competitive. By consequence 

clusters and cluster collaboration are a source of prosperity and could stabilise the EU against future 

crisis.  

 

 

  

                                                      

1
 TECHAMERICA FOUNDATION (2010), Cybercities 2010: The definitive analysis of the high technology industry in the nationôs top 60 

cities, http://www.techamericafoundation.org/cybercities (20.07.2012) 
2
 EUROPEAN COMMISSION (17.10.2008), Towards world-class clusters in the European Union: Implementing the broad-based 

innovation strategy- SEC(2008) 2637 

http://www.techamericafoundation.org/cybercities


COMPETITIVENESS IN THE EUROPEAN UNION:  

IS CLUSTER COOPERATION THE RIGHT WAY TOWARDS THE FUTURE? 

 

 

BETTENDROFFER Claudine    A4019372        MIB 7 London Page 5 

2. INTRODUCTION  

An increasing dynamic globalisation and the recent crisis have changed the worldôs economic order 

and the strategic position of Europe. The recent deep financial crisis uncovered major weaknesses and 

the EU risks to be not competitive anymore in the future. With growing driving forces from emerging 

economies and only a slow recovering from the crisis, a restructuring of the EU is crucial.  

It has been observed that regions with strong clusters have recovered much faster than regions without 

clusters from the recent economic crisis.
3
 Clusters could play an essential role to increase the 

competitiveness of regions. As such the Europe 2020 strategy is based on ósmart, sustainable and 

inclusive growthô with a great importance given to the move towards world-class clusters.  

One cluster alone will be unlikely to have enough weight on the international stage. As our world is 

moving towards an óera of hyper specialisationô it is essential to collaborate. The EU is composed by 

27 Member States with different cultures and economies creating several barriers to collaboration. 

Only a stronger cooperation and economic links between EU countries and a high level of innovation 

will  enable the EU to recover and come out stronger.   

This project will analyse not only clusters but more specifically the collaboration of clusters in the 

European Union and the question if that is the right way towards the future. Are the different Member 

States still isolated or is collaboration already happening? What is the EU doing to encourage 

innovation and facilitate collaboration between clusters? Are world-class clusters ergo interclusters 

emerging in the EU and is cluster collaboration really creating a comparative advantage? 

This subject is worth analysing as for the first time in history cluster theory is not only tested on a 

single country but on a Union of 27 different countries, elevating cluster theory on a much larger 

scale. Moreover cluster collaboration and its impact on competitiveness has not yet been analysed in 

theory. If this project shows that cluster collaboration is happening and creating a huge competitive 

advantage, the European Union could have found a way to compete against rising emerging 

economies in the future and stabilise against future crisis. The question is however if there are not too 

many challenges to overcome and if cluster collaboration is really the right way towards a more 

competitive future in the EU.  

  

                                                      

3
 TECHAMERICA FOUNDATION (2010), Cybercities 2010: The definitive analysis of the high technology industry in the nationôs top 60 

cities, http://www.techamericafoundation.org/cybercities (20.07.2012) 

http://www.techamericafoundation.org/cybercities
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3. LI TERATUR E REVIEW  ON CLUSTERS 

Clusters have existed for centuries. However they were more commonly known in the form of 

geographic concentrations of trade, such as in big cities or on major transport routes. Their role was 

very limited and the term cluster has only been used much later. 

Alfr ed Marshall commented in 1890 in his óPrinciples of Economicsô
4
 on the externalities of 

specialized industrial locations and Schumpeter (1939) referred to óswarmingô or clustering of 

industry.  The first one to use however the term of óbusiness clusterô was Michael E. Porter in the 

1980ôs. 

3.1. Definition of clusters and cluster theory 

Michael E. Porter was analysing at the Harvard Business School why some firms were building 

globally leading positions in certain regions and why other companies developed less in other regions. 

So he developed the Diamond Model
5
 which shows the competitive advantage of firms in finding 

better and new ways to compete in an industry.  

Clusters have been defined as a ógeographically proximate group of interconnected companies and 

associates institutions in a particular field, linked by commonalities and complementarities.ô
 6
 Porter 

(1990)  

Paul Krugman  (1991) saw clusters not óas fixed flows of goods and services, but rather as dynamic 

arrangements based on knowledge creation, increasing returnsô
7
   

Malmberg, Sölvell and Zander (1996) differentiated between four types of economic agglomeration 

(Appendix 11.1- Figure A) and demonstrated that óregional clusters are limited geographical areas with 

relatively large number of firms and employees within a small number of related industrial sectorsô.
8
  

A newer definition has been made by the Expert group on Enterprise Clusters and Networks 

(2003) which was saying that óclusters are groups of independent companies and associates 

institutions that are:  

Á Collaborating and competing,  

Á Geographically concentrated in one or several regions, even though the cluster may have 

global extensions, 

Á Specialised in a particular field, linked by common technologies and skills, 

Á Either science-based or traditional, 

Á Clusters can be either institutionalised (they have a proper cluster manager) or non-

institutionalised.ô
9
 

                                                      

4
 MARSHALL A. (1929), Principles of Economics, Eight Edition, MacMillan, London 

5
 Cf. 13. Glossary: Porterôs Diamond 

6
 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.215 

7
 SÖLVELL Ö. (2008), Clusters- Balancing Evolutionary and Constructive Forces, Ivory Tower Publishing, Sweden, ISBN: 978-

9197478335, p.12 
8
 IRE SUBGORUP REGIONAL CLUSTERING AND NETWORKING AS INNOATION DRIVERS, Design of cluster initiative- An 

overview of policies and praxis in Europe, Europe INNOVA 
9
 IRE SUBGORUP REGIONAL CLUSTERING AND NETWORKING AS INNOATION DRIVERS, Design of cluster initiative- An 

overview of policies and praxis in Europe, Europe INNOVA 
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Cluster theory focuses on óhow juxtaposition of economically linked firms and institutions in a 

specific geographic location affects competitiveness.ô
10

 (Porter, 2008) It relates competition theory 

with collaboration theory but is different from industrial policy. The latest is more focussed on returns 

of scale for emerging industries and eliminates competitors whereas cluster theory focuses on growth 

and productivity for all clusters and pushes competition.
11

 The concept was new that companies could 

actually benefit from competitors. Clusters should highlight óopportunities for coordination and mutual 

improvement in areas of common concern without threatening or distorting competition or limiting the 

intensity of rivalry.ô
12

 (Porter, 2008) 

A study of the Competence Networks Germany (2009) checked over 500 articles on clusters and 

identified only 35 relevant articles. Three sources of literature were published before 1995 and 19 after 

2000. 27 were based on empirical data and 6 on theoretically data. This study is showing a clear 

overall research gap on cluster theory. 
13

  

3.2. Cluster typology 

Clusters can have several different names such as Network, Competitive pole or industrial district 

depending on the EU country. A full list of terms for each EU country can be found in Appendix 11.1- 

Figure B. 

Markusen (1996) developed a typology on industrial districts as literature failed so far to explain why 

certain localities óstickô together in óslippery spacesô. Figure 1 shows that the role of governmental 

actors and large multinational firms had been underestimated so far.
14

 

 

So clusters include different actors they bring and hold together by ósocial glueô. (Figure 2) 

                                                      

10
 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.242 

11
 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.264- 265 

12
 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.221 

13
 INSTITUTE FOR INNOVATION AND TECHNOLOGY (November 2009), Clusters in Germany- An empirical based insight view on 

emergence, financing, management and competitiveness of the most innovative clusters in Germany, 2nd edition,  Kompetenznetze 

Deutschland 
14

 OECD PUBLISHING (2005), Business Clusters: Promoting enterprise in Central and Eastern Europe, OECD, ISBN: 92-84007105 
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The most important actor is definitely the industry which takes innovation to markets. Financial actors 

provide companies with the needed investments for their research, regional authorities build a 

framework for the cluster and organisations for collaboration link the cluster to the other actors. Media 

builds a brand for the cluster attracting new companies. Universities provide people with the right kind 

of skills and make the link between research and business. Depending on the sector, this link is 

however weaker. Creative industries showed no evidence of direct contributions to innovation by 

universities other than supplying skills. 
15

 

The European Competitiveness Report 2010 writes that ómore coordination is needed between 

research and industry, going beyond any coordination by market mechanisms. Providing incentives for 

networking and clustering can help to achieve this. (...) Clusters can be particularly helpful in linking 

research and commercial know-how, ideas and personnel between industry and research institutions 

should be circulated between and within Member Statesô 
16

 

However these connections in clusters often have gaps which limit their success. By working together 

they learn to understand each otherôs needs and are able to build a dynamic cluster and trust over time.  

As Henry Ford (1863-1947) already said óComing together is a beginning. Keeping together is 

progress. Working together is success.ô 
17

 

An example of a cluster structure is given on figure 3. In the Northwest Germany Wind Technology 

Cluster, 80% of all relevant actors of the cluster are located in a radius of 200 miles around the city of 

Bremen which enhances the ósocial glueô.  

                                                      

15
 NESTA (November 2010), Creative clusters and innovation- Putting creativity on the map 

16
 EUROPEAN COMMISSION (2010), European Competitiveness report 2010, Luxembourg, ISSN: 1682-0800 

17
 KOMPETENZNETZE DEUTSCHLAND (February 2010), Cluster Management Excellence- Volume 2: Sustainability and Effectiveness 

of Clusters and Networks, Federal Ministry of Economics 
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Some clusters involve SMEs (Italian footwear cluster) but others integrate mainly large companies 

(German pharmaceutical cluster). Some clusters are organised around a few key anchor firms or 

universities, others are distributed more equally with strong links to all firms. So boundaries of a 

cluster continually evolve with the firms within. Figure 4 shows another example of an internal 

organisation. The Bulgarian apparel cluster includes 3000 apparel manufacturers at the core covering 

all major product categories and linked all together.  

 

Clusters are not homogenous but dynamic as they vary in nature, size and scope. Most clusters are 

based on vertical supply chains. Companies are not directly concurrent as they often produce or offer a 

complementary service which enables them to create a sustainable supply chain. More rarely are 

clusters in which companies cooperate horizontally as these companies are direct concurrent. This óco-
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opetitionô
18

 where competition and cooperation are united, is normally more common in R&D. 

óCollaboration among competitors is an unnatural act- but sometimes itôs the best way to reduce costs, 

leverage strength, accelerate scale, or amplify influence in order to generate results.ô 
19

 (Tierney, 2011) 

Clusters can also be split by their orientation. Most clusters serve the local market such in the real 

estate or the construction industry but the demand is evidently limited. The opposite is the outward-

oriented cluster which can grow far beyond the size of the local market. Figure 5 shows the orientation 

of international health clusters compared to the Dutch life sciences and health cluster.  

 

So a cluster can range from a single city, to a region, a country or even be trans-national.  However 

clusters are more likely to extend to proximate countries with a common language and similar legal 

systems.  

Another dimension to separates clusters is the level of sophistication. Some cluster concentrate on the 

production of low-cost goods such as the automotive cluster in Dogu Marmara, Turkey, while others 

focus on highly differentiated products as for example the automotive cluster in southern Germany.
20

  

The White paper
21

 suggests to make the difference between óarea clustersô which are ecosystems alias 

geographic concentrations of businesses in a particular field of activity and ópower clustersô which are 

more like alliances of businesses and research centres coordinated by a management team.  

                                                      

18
 KIESE M. & ABPLANALP P. (2010) Kooperation und Wettbewerb in regionalen Clustern, IO NEW MANAGEMENT Nr.11, p.16 

19
 TIERNEY T. (July- August 2011), Collaboration for the common good, Harvard Business Review, p.38 

20
 SÖLVELL Ö. (2008), Clusters- Balancing Evolutionary and Constructive Forces, Ivory Tower Publishing, Sweden, ISBN: 978-

9197478335,  p.14 
21

EUROPA INTERCLUSTER (2010), White Paper- The Emerging of European world-class clusters, 

http://www.intercluster.eu/index.php?option=com_flexicontent&view=items&cid=1:frontpage&id=159:release-of-the-white-paper-on-the-

emerging-of-world-class-clusters&Itemid=1 

http://www.intercluster.eu/index.php?option=com_flexicontent&view=items&cid=1:frontpage&id=159:release-of-the-white-paper-on-the-emerging-of-world-class-clusters&Itemid
http://www.intercluster.eu/index.php?option=com_flexicontent&view=items&cid=1:frontpage&id=159:release-of-the-white-paper-on-the-emerging-of-world-class-clusters&Itemid
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Enright  (2000) proposes a new cluster classification according to cluster development stages. He 

differentiates between working clusters (well-developed), latent clusters (low level of interaction), 

potential clusters, policy-driven clusters and wish-full thinking clusters.
22

  So clusters are also 

distinguished by the stage in their life cycle. It is crucial for clusters to know in which stage they are in 

order to adapt correctly their strategies.  

3.3. Emergence, evolution and decline of clusters 

Each cluster goes like a company through a specific life cycle (figure 6) which comprises the birth of 

the cluster its evolution and growth and sometimes also its decline.  

 

Many studies analysed the factors which encountered for the emergence of a cluster but there are so 

many that it was impossible to list them all. Many of the factors which consist in endowments for the 

emergence of the cluster can also be the factors which make clusters successful. 

Some clusters emerge in an organic way where natural factors, access to research and universities, 

innovative companies, good infrastructure or a particular demand in the region play a big role. In the 

wine cluster in Bordeaux, France natural resources were crucial and Finlandôs environmental cluster 

arose from a local demand in the form of pollution problems created by local process industries.
23

 The 

contrary of the organic development is the planned development in which a cluster develops mostly 

through policy action. It is mostly a mix of the two ways which make clusters emerge.  

Clusters can also be impacted by entrepreneurs opening a particular industry in a particular region, 

which are than classified as the óheroesô of the cluster. Sometimes the emergence of clusters has also 

to do with chance. Some clusters just emerge at the right point in time or the right location to be 

successful. However chance is almost never the only explanation.   More often many different factors 

influence a cluster at the same time as shown by the funnel model in figure 7.  

                                                      

22
 OECD PUBLISHING (2005), Business Clusters: Promoting enterprise in Central and Eastern Europe, OECD, ISBN: 92-84007105 

23
 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.254 
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Brenner & Mühlig
24

 (2007) studied 159 clusters to find out three major success factors for the 

emergence of clusters: Prerequisites, qualified labour and strong networks between actors help in the 

development of the cluster. Renowned universities and public research centres were important in 70 

cases. Secondly, triggering events launch the process of making use of the cluster development 

potential. The creation of a leading firm was considered important in 62 and special policy measures 

in 53 cases. Finally in self-augmenting processes most important are the accumulation of human 

capital (116 cases), the cooperation among firms and the choice of co-location with other firms.
25

 

Generally clusters are emerging more in advanced economies, as more industries tend to be locally 

present and óthe relatively competitive companies in developing economies tend to operate more like 

islands rather than as cluster participantsô
26

  (Porter, 2008). Many of the factors which make clusters 

successful such as quality education, access to capital and inbound FDI are also missing in the 

developing world.  

The development of clusters is more predictable than its birth, as it is a chain reaction following the 

emergence of the cluster. If the cluster develops well, often depends on the óintensity of local 

                                                      

24
 BRENNER T. & MÜHLIG A.(2007), Factors and Mechanisms Causing the Emergence of Local Industrial Clusters- A Meta-Study of 159 

Cases, The Papers on Economics and Evolution #0723, ISSN: 1430-4716 https://papers.econ.mpg.de/evo/discussionpapers/2007-23.pdf 

(12.07.2012) 
25

 BRENNER T. & MÜHLIG A. , Factors and Mechanisms Causing the Emergence of Local Industrial Clusters- A Meta-Study of 159 

Cases, The Papers on Economics and Evolution #0723, ISSN: 1430-4716 https://papers.econ.mpg.de/evo/discussionpapers/2007-23.pdf 

(12.07.2012) 
26

 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.247 

https://papers.econ.mpg.de/evo/discussionpapers/2007-23.pdf
https://papers.econ.mpg.de/evo/discussionpapers/2007-23.pdf
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competition, the locationôs overall environment for new business formation, and the efficacy of formal 

and informal mechanism for bringing cluster participants together.ô
27

 (Porter, 2008)  

An example of a cluster development is given by the Spanish Wind technology cluster (figure 8). 

Spanish tariffs for wind power as well as continuous support by the government helped the cluster to 

develop and generating over 31600 jobs in 2007. 

 

Some success factors are rivalry between companies, entrepreneurship, good infrastructure, access to 

enabling technologies, access to specialised inputs and employees, access to information, incentives 

and performance measurement and access to finance. However one of the most important factors is 

based on the social structure of the cluster such as the free flow of information and the value- adding 

exchanges and transactions in the cluster. As clusters advantages rely on their connections and 

linkages with others, relationship building is one of the most important mechanism for a cluster. 

óSocial glue binds clusters together, contributing to the value creation process.ô
28

 (Porter, 2008)  

All four drivers of Porterôs diamond begin to interact and create social capital in the development of 

the cluster. Often cluster organisations representing most members of the cluster are created as a 

bigger group of firms can lobby government identify common needs and most importantly trade 

associations institutionalize these cluster linkages.  When clusters grow they intersect also at some 

point with some other clusters which is particularly vibrant as new companies can emerge from these 

combinations. Often big cities such as London have several clusters which benefit from interactions. 

Growing clusters also attract more and more FDI and expertise. So clusters must try to reach out to 

international markets because only this is enabling a circulation of skills, ideas and resources.  

                                                      

27
 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.256 

28
 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.241 
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As clusters are not stable over time they can also change in their development. The UK Humber 

seafood cluster transformed from a commodity producer into a leading value-added fresh/chilled fish 

hub serving Europe. While it remained a maritime cluster, their focus shifted towards logistics.
29

  

Why clusters are successful is dependent on each cluster and its characteristics. There are no 

quantitative measures when a cluster becomes mature. There are however two main guidelines. The 

first characteristic of a mature cluster is the thickness of the labour market where employees can 

change jobs without changing residence. The other characteristic is the ability of a cluster to diverse 

shocks or crisis. As such mature clusters are often self-sustaining and reinforcing.
30

  

Some clusters can maintain competitive advantages for centuries before they decline, other decrease 

quite rapidly to the ñmuseumò stage in which a museum is the only remnant of the cluster. An 

example of the decline of a cluster is the Venice shipbuilding cluster. Being in the 16th and 17th the 

worldôs leading cluster for building ships, the last boat was build during World War I.
31

  

Why some clusters fail is often not easy to explain as a continuous ability to compete is difficult to 

maintain. Porter split the causes of decline in two broad categories: endogenous and exogenous. Some 

clusters fail because of the location itself and others due to developments in the external world. For a 

while, outsourcing can compensate for local problems, but eventually dynamism and productivity will 

decrease. External causes could be cartels, barriers to competition, regulatory inflexibility or 

technological discontinuities. Porter considers the rate of innovation as the ultimate test of the health 

or decline of a cluster.
32

 

What can also happen to a cluster is that it moves to a renaissance. The cluster could innovate by 

shifting from one sector to another. Often this is preceded by new technologies which lead the cluster 

into a new direction. An example is the packaging paper cluster in Värmland, Sweden. The paper and 

pulp industry experienced increased challenges in the mid 1990ôs. Based on a scholarly research, 

packaging was identified as a potential cluster focus and the mature paper cluster specialised into a 

new direction. In 2007 the Paper province was even the first cluster in the world to establish an 

initiative focusing on improving energy savings in the pulp and paper industry. 
33

 

3.4. The role of government  

The question which is most discussed is however if governments should be directly involved in cluster 

emergence and development. Experts agree on the fact that governments should create policies which 

help all clusters rather than focussing on a specific cluster and creating market distortions.  If policies 

help whole sectors this presumes natural competition where some companies are better than others. 

Moreover ógovernments should reinforce and build on established and emerging clusters, rather than 

attempt to create entirely new ones.ô
34

(Porter, 2008) 
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Cluster policies are óstrategic intentions and political objectives in a specific document set up by the 

governmentô. (Sölvell, 2008) 
35 

 Europe INNOVA and Pro INNO consider that strictly speaking only 

development policies strengthening a particular cluster category resulting into specific sectoral cluster 

initiatives should be labelled cluster policies.
36

  

There is a difference between cluster policy and policies for clusters. Policies for clusters are more 

specific and often target particular clusters which create high distortions on the markets. As such 

cluster policies are more efficient. In reality, policies are mainly a mix of cluster policies and polices 

for clusters. 

Clusters emerge normally where a competitive advantage is and governments should not try to imitate 

what is present in other locations.  Following this reasoning, government policy should therefore on 

enhancing competition rather than distorting it. Most clusters form anyway most of the time 

independently of government action.  

Numerous case studies concluded that most clusters require a decade or more to develop in depth or to 

gain a real competitive advantage.
37

 By consequence, most governments fail in creating factors for the 

emergence of successful clusters. Many policy makers prefer therefore building on existing emerging 

fields rather than creating new ones. Moreover it is difficult for companies to build trust and 

governments could enhance this among clusters. 

In Austria the government was quite involved in setting up this trust by public investments and 

stepped than back to let private funding grow. It is therefore crucial that governments are able to 

identify when to step back and allow clusters to grow without distorting competition. In Scotland all 

clusters are reviewed periodically to make this decision of when to step back from a cluster as a public 

organisation.  

The Innobarometer 2006
38

 pointed out that over 68% of company managers working in a cluster like 

environment agree that public authorities are fundamental to support the cluster whereas 13% saw a 

limited role and 15% no important role. So the role of the government in clusters is not clear. It is most 

strongly welcomed in South European countries and less welcomed in many new Member States. 
39

 

óClusters provide a vehicle for bringing companies, government, and local institutions together in a 

constructive dialogue about upgrading and offer a new mechanism for business-government 

collaboration.ô
40

 (Porter, 2008)    
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3.5. Clusters as drivers of innovation and competitiveness? 

So are clusters associated with higher levels of innovation and prosperity? Successful clusters óaffect 

competition by increasing productivity of constituent firms or industries, by increasing their capacity 

for innovation and thus for productivity growth, and third, by stimulating new business formation that 

supports innovation and expands the cluster.ô 
41

 (Porter, 2008)   

The Innobarometer 2006
42

 shows that cluster firms are way more innovative than non-cluster firms. 

They register more trademarks, they apply for more patents, they contract out more research and they 

carry out less research in-house. (Figure 9) 

 

Regional specialisation is also highly linked to innovative performance and can be measured by the 

level of patenting. (Figure 10) Regions with only few clusters are sometimes doing well and 

sometimes not, which underlines that there are important factors next to cluster strength having an 

impact on the performance of a region. 
43

 In Europe there are no regions with a dispersed employment 

across a large range of sectors which produce a high level of innovation and vice versa. 
44

 So 

specialisation or clustering in a region is essential to create innovation.  
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Figure 11 shows economic prosperity linked to the degree of cluster strength with a location quotient 

larger than 2.  Innovation and economic growth is heavily geographically concentrated.  Isolated 

regions fall behind in innovation and the higher costs make it difficult for them to survive. On the 

other hand, regions with a high degree of urbanisation as for example metropolises have a direct 

impact on regional performance.  

So clusters attract people, technology, investments and are able to develop global value chains. Cluster 

regions can transfer easily existing skills into new market and deal well with external shocks.  

Lowered costs, reduced entry and exit barriers for labour and knowledge spillovers reduce the risks for 

new companies. Clusters are also able to discern buyer trends much faster than isolated competitors 

and perceive faster new technology. 31% of companies say that they could increase sales by being part 

of a cluster. 90% of companies get increased industry research and 40% of this leads to new products 

and services. 
45

 So efficiency, flexibility and innovation advantages make companies in clusters more 

competitive and innovative than other firms.  

Wennberg and Lindqvist (2008)
 
covered 4000 new entrepreneurial firms in knowledge intensive 

sectors in Sweden to show that clustered firms created more jobs, higher tax payments and higher 

wages to employees. Being part of a cluster has a positive effect on the survival of new firms.
46

 So it is 

normal that Porterôs research (2008) uncovered that clustering, industrial concentration and regional 

specialisation were striking phenomena in all the globally leading firmsô regions and that óa nationôs 

competitiveness depends on the capacity of its industry to innovate and upgrade.ô 
47

 

But the cluster concept also attracts a lot of criticism. Porterôs definition consists on the boundaries of 

a cluster but at what level of aggregation shall a cluster be defined?
48

 It is difficult for clusters to 

define concrete boundaries as some are much bigger than others. It must also be recognised that 

clusters not only grow and prosper but also decline or die. Clusters can also have negative effects such 

as power asymmetries in supply chains in which larger firms can dictate terms of collaboration. 

Moreover cluster identification is often based on industry concentration which is however not always 

resulting in clustering. So it can be the case that more clusters have been identified than actually exist. 

                                                      

45
 SÖLVELL Ö. (2011), On Clusters, EUROPEAN CLUSTER OBSERVATORY, 

http://www.clusterobservatory.eu/index.html#!view=classroom;url=/classroom/OnClusters/ 
46

 EUROPE INNOVA & PRO INNO (2008), The concept of clusters and cluster policies and their role for competitiveness and innovation: 

Main statistical results and lessons learned Union, paper n.9, Office for Official Publications of the European Communities, ISBN: 978-
9279098383 
47

 PORTER M. (2008), On Competition, Harvard Business Review Book, USA, p.171 
48

 FREIE UNIVERSITÄT BERLIN (2007), Potential to Network Innovative Clusters in the Baltic Metropoles Regions- Present State and 

perspectives  

http://www.clusterobservatory.eu/index.html#!view=classroom;url=/classroom/OnClusters/


COMPETITIVENESS IN THE EUROPEAN UNION:  

IS CLUSTER COOPERATION THE RIGHT WAY TOWARDS THE FUTURE? 

 

 

BETTENDROFFER Claudine    A4019372        MIB 7 London Page 18 

Moreover the rational of cluster policy is criticised as clusters should emerge spontaneously and 

cannot be created. Cluster policy can draw away resources from firms which are not in clusters and 

such regions.
49

 Clusters can retard innovation if there is too much group thinking. In order to be 

successful cluster need to stay dynamic for which the right balance between competition and 

collaboration is crucial. Nonetheless there is much value in the cluster concept if it is applied with 

proper consideration of the negative aspects.  

With the growing globalisation a common belief was that location becomes less important. Many 

companies are sourcing resources, capital and other inputs all over the world and by consequence 

diversifying their risk. Naturally many companies responded by moving their activities to low-cost 

locations. This view changes however radically as location and proximity become more important 

again. Paradoxically globalisation has strengthened the role of clusters and their development. As 

companies seek for the best places around the world for their activities, clusters can provide them with 

a better business environment for their specific needs. Clusters tend therefore to become increasingly 

specialised and providing complementary goods and services to gain competitive advantages over 

other clusters. óGlobalisation is one important driver for the growing role of clusters in the modern 

economy. (...) Companies increasingly rely on the dynamic interaction in clusters, with other 

companies as well as academic institutions to generate new ideas and translate them into new 

products, services, and ways to provide value.ô (ECPG, 2010) 
50

 

To conclude all the signatories of the European Cluster Memorandum agreed that ódynamic clusters 

are a key driver of innovation and prosperity, helping regions to build unique profiles of specialised 

capabilities.ô
 51
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4. THE SITUATION OF THE E UROPEAN UNION 

In order to give advice on the potential of cluster collaboration in the EU, it is crucial to know the 

current situation of the EU. Once European countries have been the most powerful economies on 

earth, but World War II left them destroyed and poor. European integration was seen as an escape to 

avoid extreme forms of nationalism and wars and attain a more unified Europe. The EU was officially 

created in 1993 by the Treaty of Maastricht.
52

  

In September 2009 the global economic crisis hit Europe stronger and deeper than any crisis before. 

Borderless markets have not only generated growth and job creation but exposed Europe to new 

threats such as contagion from problems in other markets. The EU uncovered major weaknesses and 

needed restructuring.  

4.1. The situation of the EU Member States 

The European Union is composed by 27 Member States (figure 12) and an internal market of 500 

million ageing citizens (Appendix 11.1.- Figure C) The situation of the different States proves 

however to be very different even though the EU membership requires rigorous criteria.  

 

The economic crisis had a huge impact on the performance of EU27 countries defined by GDP, 

employment and productivity growth rates (figure 13).  
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In terms of real GDP most countries started to recover by 2009 except Greece and Romania. 

(Appendix 11.1.- Figure D) Even though the recession was severe the regression of the GDP came not 

close to wiping out the previous growth. Figure 14 shows European regions in terms of GDP/capita. 

 

Many regions saw a huge increase in employment from 2000 to 2007.
53

 (Appendix 11.1- Figure E) 

Countries most affected by the housing bubble were Estonia, Ireland and Spain, having the largest 

rises in unemployment during the recession. Spain has currently with over 20% the highest 

unemployment rate. In terms of productivity , Germany, Netherlands, France and Belgium are close to 

the rate of the US, but other countries are substantially behind.
54

  The crisis hit mostly countries which 

accumulated imbalances during the previous boom period such as Hungary, Estonia and Latvia.
55

  

The national debt ration compared to GDP (Figure 15) shows that Greece has the biggest debt 

closely followed by Italy, Ireland, Portugal and Belgium.  
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Important factors for innovation as for example R&D intensity (figure 16) or patent data (figure 17). 

Countries with a high share of foreign owned patents (Appendix 11.1. ï Figure F) such as the Baltic 

States have a comparatively low absolute number of patent inventions. An exception is Finland as 

90% of the granted patents are the result of Finish R&D. Also the UK has a high share in foreign 

owned and total patents which can be explained by the large multinationals having their main location 

in the UK and the large inward FDI stock. 
56

 

  

The European Innovation Scoreboard (Figure 18) identified in green innovation leaders, in yellow 

innovation followers, in orange moderate innovators and in blue catching-up countries.  
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The competitiveness of each country is shown by the European Competitiveness Index taking into 

account creativity, economic performance, infrastructure and accessibility. (Figure 19) 

 

Having analysed all these variables, leaders in the EU are Sweden, Finland, Germany, the UK and 

Denmark. Countries from the ten new Member States need still time to develop. Next to Ireland, 

Greece, Italy and Portugal also have a huge debt. Spainôs main problem is its unemployment. It has 

been said already that these huge imbalances could become a great problem for the future EU and itsô 

competitiveness.   
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4.2. The European Union in the world 

The European Union has weakened in recent years against the rest of the world as the economic 

activity was shifting more towards Asia and other emerging countries.  

 

The EU27ós income before the crisis has not yet returned while South Korea experienced a 10%, India 

a 23% and China even a 32% income rise to the pre-crisis level.
57

(Figure 20) Asia suffered from a 

conjunctural downturn and not from internal imbalances such as the US or EU27 so their recovery is 

faster.  

In comparison with the main global players EU-27 is however the biggest importer and exporter in the 

world (Figure 21) and has the highest share in world trade in 2009 (17%). China has overtaken in 

2007 the USA as the second biggest exporter and is the only country with a positive trade balance. The 

EU27 has a negative trade balance, but lower than the one from the US. 
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Spending R&D intensity is much higher in Japan and the US than in the EU (figure 22). The EU pays 

more attention to higher education than to the business sector.
58

  By consequence the EU has a 

decreasing innovation performance against many countries (Figure 23). 

 

The Innovation Union Scoreboard 2006
59

 shows that US is performing better than the EU27 in 10 

indicators. The only indicators in which the EU was stronger were public R&D expenditure and 

knowledge-intensive service exports. The strongest concurrent are however China, India and ASEAN 

countries as their share of world GDP has risen by more than 60%, their share in world trade by more 

than 50% and the share in world FDI stocks by more than 15% in the last decade. It is expected that 

the BRIC countries account by 2030 for 60% of world GDP.
60

 So the pressure from BRIC countries 

and the US on EU companies is huge. The challenges ahead definitely include improving EU 

businessesô competitiveness.    

4.3. EU policy for research, competitiveness and innovation: From the 

Lisbon strategy to the Europe 2020 strategy 

So the EU needed and still needs new strategies in order to enhance competitiveness. As such the 

Lisbon strategy is leading into the Europe 2020 strategy to answer to the structural challenges of the 

future Member States.   
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A way ótowards a sustainable Europeô
61

 has been started with the Lisbon strategy set out in 2000 by 

the European Council. It is an action and development plan to make Europe more dynamic. Based on 

Schumpeterôs
62

 idea that innovation is the motor for economic change it should further deal with the 

stagnation of economic growth and the low productivity in the EU. The Lisbon strategy was set up for 

the period 2000 to 2010 and should aim to ómake Europe, by 2010, the most competitive and the most 

dynamic knowledge-based economy in the worldô
63

 (EC, 2005).  

In 2005 the strategy however needed reform after only moderate results could be proven due to a lack 

of determined political action. The reformed Lisbon strategy was a strategy for growth and jobs as 

resources needed to meet wider economic, social and environmental ambitions.
64

  

With the communication óPutting knowledge into practice: A broad-based innovation strategy for 

the EUô
65

, a broad based innovation strategy was adopted in 2006 as óinnovation plays a critically 

important role in Europeôs ability to respond effectively to the challenges and opportunities of the 

global economy.ô
66

 (Council of the EU, 2006) Clusters are identified as one of the nine strategic pillars 

to promote innovation successfully.  

For the first time an EU perspective on how to accelerate the development of more competitive 

clusters is outlined in the communication óTowards world-class clusters in the European Union: 

Implementing the broad-based innovation strategyô
67

, adopted on the 17.10.2008. It calls for ómore 

excellence and cooperation at policy and business level so that Europeôs strengths can be better 

leveraged into market success at global level.ô
68

 The strategy builds on those clusters with the greatest 

potential to improve the global competitiveness and drive structural change. Being the basis for this 

strategy, the US was only able to generate about one world-class cluster per 10 million inhabitants in 

the recent decade. This would signify that the five largest economies of the EU would be able to create 

around 30 world-class clusters.
69

 

Developed as the successor to the Lisbon Strategy, the 

Europe 2020 strategy (2010- 2020) is a ónew 

strategy for the EU to develop as a smarter, 

knowledge based, greener economy, delivering high levels of employment, productivity and social 

cohesionô
70

 (EUROSTAT, 2011) for the next ten years to come. This industrial policy should prepare 

Europe for global competition.  
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The Europe 2020 strategy concentrates on smart, sustainable and inclusive growth which is addressed 

by seven flagship initiatives. (Appendix 11.1 - Figure G) Two flagship initiatives are mainly important 

for clusters:  

Á óInnovation Unionô promotes knowledge partnerships and strengthens links between 

education, business, research and innovation  

Á óIndustrial policy for the globalisation eraô improves the business environment, especially for 

SMEs 

Five ambitious targets define were the EU should be in 2020. (Figure 24)    

 

To reach all those targets and implement recommendations, DG 

Enterprise and Industry has established several programmes and 

initiatives. Figure 25 shows some of the most important in the EU to keep an overview for the 

following parts. 
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4.4. EU Policy and Programs  

There are many different policies and programs in the EU having an impact on clusters. The main 

programmes and initiatives of Figure 26 and their respective budget will be analysed in detail. 

 

4.4.1. Cohesion policy 

The necessary investment framework to deliver the Europe 2020 objectives is provided by the 

Cohesion Policy which includes the European Regional Development Fund (ERDF), the European 

Social Fund (ESF) and the Cohesion Fund (CF).  

Since the 1980ôs public authorities used cohesion policy instruments to develop innovation strategies. 

As part of the ótowards world-class clustersô approximately ú86 billion of the Cohesion Policy Fund of 

the current period (2007-2013) have been allocated to research and innovation.  

The ERDF has a major objective in European Territorial cooperation which covers three types of 

programmes: the cross-border cooperation, the transnational cooperation and the interregional 

cooperation (INTERREG) programmes. The European grouping of territorial cooperation (EGTC) 

was formed to overcome the obstacles hindering cross-border cooperation and constitutes a legal 

entity.  

The next programme period (2014-2020) of the EU cohesion policy mainly will be based on linking 

allocation of fund to the Europe 2020 objectives. 

4.4.2. 7
th
 Framework Programme  

The 7
th
 Framework Programme (FP7) for Research and Technical Development 

bundles all research-relate EU initiatives together under a common roof and will 

last for seven years (2007-2013)  
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FP7 has a substantial budget increase compared to FP6, reflecting the high priority of research in the 

EU. It aims to strengthen the scientific and technological base of European industry and encourages 

international competitiveness while promoting research that support EU policies.  

4.4.3. Competitiveness and Innovation Programme  

The Competitiveness and Innovation Programme (CIP) óis intended as a single 

coherent legal basis for all Community action relating to competitiveness and 

innovation in the framework of the Lisbon strategyô.
71

 

It is planned to run from 2007 to 2013 with an overall budget of ú 3.6 billion and focuses mainly on 

the joint development of new and better tools for use by cluster organisations and innovative SMEs. It 

is composed into three programmes focussing on entrepreneurship and innovation; information 

communication technologies policy support and on intelligent energy Europe.  

4.5. EU Initiatives  

Only the most important EU top-down initiatives to attain the objectives of Europe 2020 strategy are 

analysed in this part.  

óRegions of knowledgeô financed under FP7 in close cooperation with CIP is part of the European 

Research Area (ERA) policy and aims at strengthening the research potential of European regions 

through encouraging the development and networking of research-driven 

clusters.  Already during FP6, the initiative launched 32 pilot projects 

strengthening regional research potential. One of those projects was FINE, the 

Food Innovations Network Europe which united eight different regions with 

agro-food clusters and developed strategies to bring in more investment in 

research and technological development. 
72

 

The óRegions for economic changeô initiative financed under INTERREG IVC (cohesion policy) and 

URBACT for the period 2007-2013 improves dynamism in regional and urban networks. A project 

under this initiative was CLOE- Clusters linked over Europe. It is an informal alliance of clusters all 

around Europe (figure 27) that are united by a shared commitment to work closely together.  
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Co-financed under CIP was the Enterprise Europe Network which builds on 

the former Euro Info Centre and Innovation Relay Centre and offers the 

combined services to boost growth and jobs. It brings together close to 600 

business support organisations from more than 50 countries and helps small 

companies to make the most of the business opportunities in the EU.  

Other major initiatives are Europe INNOVA and PRO INNO both initiated under the CIP but many of 

their projects are sponsored by FP7.  As their projects led to many cluster collaborations in the EU 

they will be analysed in more detail. 

4.5.1. Europe INNOVA       

Europe INNOVA was founded in 2006 under CIP to support all forms of innovation. It 

is the main pan-European platform with a focus on the joint development of better tools 

for use by cluster organisations in support of innovative SMEôs. It has a sector based 

approach which has reinforced cooperation among clusters.
 73

 

The first phase (2006-2009) was designed to identify and analyse leverages and barriers to innovation 

within specific sectors. (figure 28)  The second phase was more oriented towards the development and 

testing of new practical innovation support services for SMEs. (figure 29) 
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The European Innovation Platform for Knowledge Intensive Services (KIS-IP) has seven sectoral 

partnerships. (Figure 30)  

 

IMP³ROVE stands for improving innovation management performance with sustainable impact.  

Novel Tools & Services is the area in which new tools and instruments are developed, tested and 

promoted in support of innovation. The major initiative in this field is TAKE IT UP.   

Sectoral Innovation Watch gives detailed insights into sectoral innovation performance.  

The Eco-innovation Observatory analyses information on trends in eco-innovation to provide a 

strategic knowledge resource.  

Eco- innovation established an eco-innovation platform (Eco-IP) to accelerate solutions by 

several sectoral partnerships. (Figure 31) 

 

 The European Cluster Observatory (ECO) launched in 2007, provides neutral and comparable 

statistical information on cluster policies and relative cluster strengths in the EU. The platform is 

targeting three main groups: policy makers, cluster management staff and academics.  

The main services offered at the ECO are cluster and organisation mapping, data on clusters, a cluster 

library and a classroom for cluster education. It also produces reports and studies on clusters. The next 

step of the ECO is to map also clusters in emerging industries. 
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In January 2008 the launch of the European cluster memorandum at the European Presidency 

Conference on Innovation and Clusters in Stockholm marked an important step towards encouraging 

cluster development as it was signed by more than 70 national and regional authorities and agencies.  

The European Innovation Platform for Clusters (Cluster-IP) will foster cooperation between 

sectoral cluster initiatives. It has two main partnerships (figure 33). 

 

4.5.2. PRO INNO Europe 

PRO INNO Europe is based on 2 major pillars: Policy analysis and Policy 

cooperation, each subdivided into different blocks (figure 34) 
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The pillar óPolicy analysisô is composed by:  

Á INNO-Metricsô aiming to understand sources and patterns of innovative activity in order to 

develop better policies. Itôs acting by the European Innovation Scoreboard and the 

Innobarometer to benchmark innovation performance of Member States.  

Á INNO Policy Trend Chart describes major innovation policy trends.  

Á INNO Appraisal finalised innovation programme evaluations and impact assessments.  

Á INNO Grips 2006-2010 aimed to raise awareness on the new aspects of innovation and related 

policy issues. INNO Grips 2010-2013 aims to support policy makers in adopting appropriate 

policy responses to emerging innovation needs, trends and phenomena.  

Á INNO Views explores better innovation policy instruments  

The pillar óPolicy cooperationô brings actors responsible for innovation together with a view to foster 

transnational cooperation.   

 

Out of INNO-Nets 2006-2009 (figure 35), four partners formed the European 

Cluster Alliance (ECA). This open platform managed by TACTICS brings together 

authorities and innovation agencies active in the fields of clusters to develop better 

cluster policies in the EU. It is supported by the European Cluster Memorandum 

and since January 2008 it is also open to external cluster-relevant organisations in Europe.  

Based on the decision of the EC the European Cluster Policy Group (ECPG) 

created in 2008 helps member states develop a more strategic vision to reach critical 

mass and world-class excellence. It has been composed of 20 independent high-level 

experts established for the term of 18 months. As their mandate ended in September 

2010, the ECPG looked into future challenges for cluster policies and created final 

recommendations.
74

 They argue for a stronger alignment of EU budgets priorities and framework 

conditions for cluster development. Recipients of cluster funding should be reviewed and structural 

changes are needed in cluster knowledge infrastructure and collaboration platforms. New ways for 

spreading best practice should be created, they should be run with aligned operating procedures and 

they should be reduced in their overall number. Based on these final recommendations an open policy 

learning space called óEuropean Cluster Cooperation Forumô operates from January 2012 to August 

2013 under the ECO and works in close cooperation with the ECA.  
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INNO-Nets 2009-2012 covers a new set of initiatives that focus more on clusters specifically in eco-

innovation and services. (Figure 36) 

 

INNO Actions 2006-2009 implemented joint actions between innovation agencies. (Figure 37)  

 

INNO Actions 2009- 2011 bring together further public actors responsible for innovation and 

implemented IF - Innovation Festival which is the celebration of innovation and creativity across 6 

European cities and cluster excellence initiative. 

Cluster-Excellence.eu initiative (ECEI) brings together the most experienced 

persons and organisations in Europe in order to promote the excellence of 

cluster management by developing quality indicators and assessment 

procedures. Professional trainings raise the quality of cluster management in the 

EU and the Cluster Management Quality Label is an independent prove of cluster management 

excellence accepted all over Europe.  

ECEI established a European Club of Cluster managers. It is an association of 

individuals who can share problems, information and experiences on a platform 

to tackle new challenges. In this framework a European Cluster Manager is awarded each year for his 

performances.  

At its core ECEI provides access to the European Cluster Collaboration 

Platform (ECCP). This platform free of charge enables more targeted interaction 

between cluster organisations and their members. ECCP provides the mapping and profiling of cluster 

organisations and members as well as it establishes sectoral and thematic communities. So it is 

especially useful for setting up future collaboration with new partners. 

The INNO Learning Platform intends to promote transnational innovation policy cooperation across 

Europe. The initiative consists mainly of the Learning Platform Consortium and the INNO Learning 

Steering Group. 
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5. CLUSTERS IN THE EU  

A closer look can be taken now at the situation of clusters in the EU to evaluate its potential for cluster 

collaboration. The term óclusterô became only popular in Europe when the EU decided to integrate 

innovation and cluster development into their strategy. From an academic perspective this is 

fascinating as the theory of clusters is pushed for the first time in history by not only one country but a 

whole Union of countries.  

óWhile clusters are part of regional economies in countries across the globe and at all stages of 

economic development, there are indications that they might be particular important for understanding 

and addressing the economic challenges that Europe is facing.ô (Ketels & Sölvell, 2006) 
75

  

5.1. Cluster competitiveness in the EU Member States 

Nowadays there are around 2000 clusters in the EU and the ECO stats that óbetween 30% and 40% of 

all employment is in industries that concentrate, or cluster, regionallyô 
76

 (EC, 2007) In some regions 

this share is over 50% while in others it drops to 25%.
77

 Every fourth firm employing at least 20 

people in the EU works in a cluster-like environment.
78

 (Figure 38) 
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Competitiveness of clusters in terms of productivity, by which a country uses its resources, can be 

analysed at 3 different levels: inherited endowments, macroeconomic competitiveness and 

microeconomic competitiveness.
79

  

5.1.1. Endowments of clusters  

Natural endowments such as natural resources or physical location enable the cluster to get a certain 

degree of prosperity but itôs not enough in an advanced economy where the emergence of clusters
80

  is 

more often based on factor conditions.  

The Hamburg Logistics Cluster has been created in 2006 and is today Europeôs most important 

logistic location in international trade and serves as a ógateway to the worldô.  A major endowment for 

this cluster was its location at Europeôs second largest sea harbour and public funds allocated by the 

Hamburg senate.
 81

  

The OMNIPACK cluster in the Czech Republic was initiated by the key industrial holding PolyPlast. 

More than 300 firms have been asked and 21 organisations agreed to participate in this ERDF co-

funded project for packaging companies.  

Europe tends to rank high on the quality of institutions but is very low in its ability to mobilize these 

inputs through entrepreneurship, new firm formation and corporate renewal. Moreover it ranks high in 

R&D spending but doesnôt know how to turn this research into economically valuable innovations.
82

  

5.1.2. Macroeconomic competitiveness  

Macro conditions are the framework conditions by which clusters are influenced such as human 

development, health, education, politics as also physical and monetary laws.  

In the 90ôs some pioneer regions developed in Europe cluster policies, but it has only been from the 

mid-2000ôs onwards that they are moving into the mainstream. One of the earliest countries to 

implement an official cluster policy was Austria. This policy area is still at an early stage and it is still 

too early to expect a serious assessment of their economic impact. It may take up to 15 years before 

the full impact of cluster policies may be seen.
83

 Nowadays there is hardly any EU member left 

without cluster policies which is partly related to the Lisbon strategy. INNO-Policy Trend Chart and 

ERAWATCH identified in 2008 more than 130 specific national measures in 31 European countries to 

support clusters.
84

   

                                                      

79
 PORTER M. (2011), Innovation and Competitiveness: Implications for Policy and for Saudi Arabia, GCF 2011, 

http://www.youtube.com/watch?v=NZt6kUKE-88 
80

 Cf. 3.3 Emergence, evolution and decline of clusters 
81

 KOMPETENZNETZE DEUTSCHLAND (February 2010), Cluster Management Excellence- Volume 2: Sustainability and Effectiveness 

of Clusters and Networks, Federal Ministry of Economics 
82

 EUROPE INNOVA ï KETELS C. & SÖLVELL Ö. (2006), Innovation clusters in the 10 new member states of the European Union, 

paper n.1, Office for Official Publications of the European Communities, ISBN: 92-79031961 
83

 EUROPE INNOVA & PRO INNO (2008), The concept of clusters and cluster policies and their role for competitiveness and innovation: 

Main statistical results and lessons learned Union, paper n.9, Office for Official Publications of the European Communities, ISBN: 978-

9279098383 
84

 EUROPE INNOVA & PRO INNO (2008), The concept of clusters and cluster policies and their role for competitiveness and innovation: 

Main statistical results and lessons learned Union, paper n.9, Office for Official Publications of the European Communities, ISBN: 978-

9279098383 

http://www.youtube.com/watch?v=NZt6kUKE-88


COMPETITIVENESS IN THE EUROPEAN UNION:  

IS CLUSTER COOPERATION THE RIGHT WAY TOWARDS THE FUTURE? 

 

 

BETTENDROFFER Claudine    A4019372        MIB 7 London Page 37 

In Europe there is a wide variation when it comes to how many and what kinds of ministries are 

responsible for the implementation of cluster policies. In thirteen countries mostly located in Western 

Europe at least two ministries are responsible for cluster policies. These are perceived as important in 

9 countries, as medium important in 12 countries and as low important in 9 countries. Apparently a 

factor which defines the importance of cluster policy is the autonomy of regions and overall 

organisation of the country.
85

 When it comes to national agencies responsible for cluster policies, 

Ireland and Finland have the most, with seven and eight agencies respectively. However only three out 

of the 75 reported agencies, have as their only task cluster policy. One example is the National Office 

of European Technology Platforms in Lithuania.
86

Actually the White paper
87

 suggests that 

competitiveness policy should be done on a European level as it is part of EU law and innovation 

policy should be practised by each country.   

To move from a cluster policy to real action, governments create cluster programmes, which allocate 

funding, create organisational responsibilities and define specific conditions. A total of 69 national 

cluster programs have been identified with only seven having a regional or local focus. Half of all 

cluster programs have a specific focus on a particular cluster lifecycle and tend to concentrate on 

emerging clusters. Targets are mainly private businesses especially SMEôs and R&D institutions while 

only a minority focuses on training/ education. 50% of cluster programs include also cross-border 

activity even if these are mainly export projects.
88

 Following the decline in the Basque region, a 

government sponsored dialogue among different stakeholders and the results of a cluster mapping in 

the region initiated the Basque Country Competitiveness Programme in Spain in order to promote 

active cooperation among firms in the region. The government selected 12 cluster initiatives with an 

overall annual spending of 2 to 2.4 million Euros per year. 

The funding of national cluster programmes is for 63% based on national budgets and 19% supported 

by EU cohesion policy. A total of 88 regional cluster programmes have been identified next to the 

national cluster programmes: 52 have a regional development, 40 have an industry and enterprise and 

30 a science and biotechnology focus, but it is common that the regional cluster programmes have 

several target groups per programme.
89

  

A cluster supported by the European cohesion policy is the Digital Signal Processing (DSP) Valley 

(figure 39) in Belgium. After the foundation in 1996 by the University of Leuven and Philips an 

extension to the Eindhoven region in Netherland was enabled in 2005 by the INTERREG 3A funding. 
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Cluster initiatives are óorganized efforts to enhance the competitiveness of a cluster, involving private 

industry, public authority and/or academic institutions.ô
90

 (Sölvell &Lindqvist &Ketels, 2003) Those 

cluster initiatives having promotion of innovation and new technologies as an important objective are 

clearly more successful in improving competitiveness.
91

  

According to the Cluster Greenbook, most cluster initiatives in the EU active in 2003 were initiated 

1999 or later (72%) which proves that it is still a very recent subject. Mainly initiated by government 

(32%), by industry (27%) or equally by both (35%), companies tend to be the most influential parties 

in the governance of cluster initiatives.  Financing comes primarily from government (54%), from 

industry (18%) and from both (25%). Almost all cluster initiatives (89%) have a dedicated facilitator 

and 68% have some sort of office. Overall 81% of cluster initiatives have met their goals while only 

4% were disappointing and have not led to much change. 
92

 

Most cluster initiatives are based on a top-down approach from national governments. Bottom-up 

cases only sometimes happen where firms and universities come together without direct governmental 

support. The difference between top-down and bottom-up is shown in figure 40 with the maritime 

sector as example.  
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Failure in cluster initiatives is often related to lack of consensus or funding, absence of an explicitly 

formulated vision, low participation of larger companies or lack of governmental integration. Many of 

the cluster initiatives launched in the last years ólack strategic orientation or critical mass of 

specialised expertise, services, resources, suppliers and skills of its innovation actorsô (Europe 

INNOVA, 2011)
93

.  

Contrary to the US which demands strategic planning, short term measurable goals and evaluation to 

follow-up on performance, the EU has little evidence of serious cluster evaluation.
94

 In cluster 

initiatives it is often only possible to see strategic action after 10 years, evaluations are carried out 

between three and five years and it is difficult to distinguish between the different effects of a cluster 

instrument. In the Nottingham City Bioscience a study was carried out in order to ascertain if there are 

a sufficient number of bio-science firms and activities in the region to form a cluster initiative, which 

not only led to an increased awareness of the cluster but also led to a discovery of specialised service 

suppliers.
95

 Cluster evaluation needs further development in the EU to recognise failure. 

Sustainable cluster initiatives are mostly under triple helix governance (government, academia, 

business) with a strong private sector leadership. The triple helix of the GöteborgBio cluster in 

Sweden is formed by a pharma, a medical equipment and a biotech company, the local and the 

regional business development agency, the national foreign-aid agency, a national innovation support 

fund and two local universities.
96

 Sustainable cluster initiatives have also often leaders with passion 

who see the broad picture. So cluster initiatives are not only driven on a macro level but also on a 

micro level.  
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5.1.3. Microeconomic competitiveness 

A stable macroeconomic environment creates opportunities but does not create value itself. This is 

why microeconomic capacity is considered to be so important. Microeconomic policy arrangements 

are at the roots of competitiveness as they create conditions under which businesses can thrive. 

Enterprises in clusters create the microeconomic business and innovation environment.  

Companies try to maximise their own gains and their intent is normally not to improve the overall 

region or market. Adam Smithôs óInvisible Handô is coming into play as individual ambition benefits 

society. A strong cluster brand helps to attract talent companies and resources to the region.  

Cluster organisations act as legal entity engineering and managing the clusters and around 1000 have 

been identified in the EU. They often establish a cluster management which is sometimes seen as a 

new professional qualification and quite important for cluster collaboration. The ECEI increases 

opportunities for firms in the cluster as they often organise training programmes, facilitate commercial 

cooperation and gather market and technical intelligence. An example where ócluster management 

excellence makes the differenceô, is the NGP Excellence Project in the Nordic countries, Germany and 

Poland. (Figure 41) 

 

A clear strategy on the micro level creates sustainable and competitive clusters. Targets must be 

comprehensible and achievable, not in conflict with goals of the respective institution and representing 

a clear benefit for all partners. (Appendix 11.1 - Figure H)  

A German study from the Institute for innovation and technology (2009) demonstrates that the 

management of a cluster is mostly governed by a member of the cluster (Figure 42). Mostly clusters 

are managed by one or two persons and not often by more than 5. The most relevant tasks for cluster 

managers are shown in Figure 43 and in what they see future challenges for their competitiveness in 

Figure 44. 
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As cluster managers consider the acquisition of R&D funds as a quite important task and sustainable 

financing a big future challenge, the clusterôs financing is very important for cluster microeconomic 

competitiveness. Figure 45 shows the different types of financing obtained by clusters and figure 46 

shows the growth of German clusters with different financing terms. Results show that public funding 

is the preferred funding method and to be successful, it should be assured for at least 12 months.  
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In general to sum up all those factors important for cluster competitiveness, Porterôs diamond is often 

used. Figure 47 shows a strong diamond driving a growing and innovative cluster.  

 

To conclude this part, a small town in Sweden called Arjeplog started in the mid 70ôs with testing 

brakes on their frozen lake and is nowadays a global hotspot for winter car testing. Porterôs diamond 

for the Arjeplog cluster is shown on figure 48.   
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At the beginning mainly climate, good infrastructure and knowledge about ice played a role. The 

entrepreneur David Sundström ran a small hydroplanes transport business and carefully created his 

landing strip on the local lakes which represent the largest area of water among all municipalities in 

Sweden. A couple of German engineers passing by asked if they could borrow the landing strip for 

brake testes. The next winter they returned. Well developed infrastructure with several airports in the 

area and good and cleared public roads made it the preferred site for winter car testing. The óheroô of 

the cluster David Sundström invested in services around brake testing activities such machines to clear 

the ice and hotels for the incoming engineers. The other parts of Porterôs diamond came slowly into 

play in the 1980ôs and 1990ôs. Skills and infrastructure became more advanced and Arjeplog became 

linked to world markets.  

In conclusion it can be said that the endowments, macroeconomic and microeconomic conditions must 

be in balance to enhance cluster competitiveness.  

5.2. Cluster identification and mapping  

Before being mapped, clusters need to be identified which is not always easy as many of them donôt 

have a cluster management or even a website. Appendix 11.1- Figure I shows a summary of results 

from national studies attempting to map clusters. There are many different methods with each having 

advantages and limitations.  

Sternberg and Litzenberger (2004) developed a more quantifiable measure to identify clusters. The 

Cluster Index represents the product of the relative industrial density (ID), the relative industrial stock 

(IS) and the relative size of the companies (SB). A beginning regional specialisation can be identified 

if the cluster index value is greater than one, but the critical value for the existence of a cluster is four. 

The authors admit that no exact threshold exists but this measure is good as a starting point in 

identifying clusters. 
97

  

      

Mapping clusters is a relatively new approach to derive a better understanding of clusterôs economic 

performance. Some countries mapped their clusters in order to adapt better cluster policies. The 

French government classified clusters them into global poles, poles on the track to become global and 

national poles. In total 73% are SMEs in clusters. (Figure 49) Mapped are however only cluster 

organisations and by consequence not all clusters. Other countries such as Germany
98

 or Hungary
99

 

also mapped their cluster.  
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A good mapping tool for clusters has been developed by ECO based on concentrated employment 

rates. It is actually a further development of the US Cluster Mapping project
100

 created by the Institute 

for Strategy and Competitiveness of the Harvard Business School.  

Figure 50 shows an overview of the cluster mapping tool of the ECO, which identified more than 

2000 regional clusters in 258 NUTS2 regions. The ECO does not enable the mapping of each single 

cluster but only statistics based on administrative boundaries. It however enables the mapping of 

cluster organisations shown in figure 51.  
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The data of the ECO has the advantage that it is continuously updated and has a consistent 

methodology across all EU countries. The disadvantage is that the data is too much focussed on 

employment data and can miss growing clusters, emerging industries or research intensive clusters 

with less employees but critical economical size. Biotechnology clusters for example have only a few 

highly paid employees who create significant value. ECO as also the US, Canada and India are feeding 

data to the Global Cluster Observatory
101

. The goal is to provide one day cluster mapping data of the 

whole world. 

PriceWaterhouse Coopers developed a tool to map the largest clusters in 2040 across the world in five 

key industries. (figure 52) Unfortunately there is only London left in the EU as PwC expects a shift of 

all major activity to the emerging markets showing again the need to improve cluster competitiveness 

in the EU. 

 

These mapping tools are really important for clusters, which wish to find suitable partner clusters for 

collaboration. It allows also comparability across regions and sectors leading to benchmarking studies 

of clusters.  

5.3. Cluster benchmarking  

It is essential to participate in benchmarking studies of clusters as this will reveal strengths, 

weaknesses, opportunities and threats (SWOT anaylsis) of a cluster. Compared to other clusters it can 

be seen if they need improvement or are growing well. It will also help specialising as a cluster cannot 

be good in everything.  

Clusters benchmarks indicators could be cluster size such cluster output and input; average wages in 

the cluster, the degree of specialisation, the number of patents and scientific publications or R&D 

expenditure. Appendix 11.1.- Figure K gives an overview on indicators used in the European 

Secretariat for Cluster Analysis (ESCA) benchmarking. Based on an interview with the cluster, 36 

different indicators are analysed and a final report is produced on the competitiveness of the cluster. 

178 clusters from 16 countries have until now been benchmarked. 
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The ECO benchmarks clusters by ranking the different cluster according to size (number of 

employment), specialisation (number in a sector of employment) and focus (larger share of a regionôs 

employment). Maximum 3 stars can be given to a cluster based on this ranking. 8% of all clusters had 

three stars, 26% two stars and 66% one star.
102

 Figure 53 shows the most successful regions in the EU.  

 

A ranking of clusters for each country derived from the ECO data
103

 and a ranking of cluster strengths 

in the ten new member states
104

 can be found in Europe INNOVA papers. The benchmarking focuses 

again too much on employment data and naturally all big capitals are on top of the ranking.  

McKinsey in cooperation with the World Economic Forum benchmarked innovation clusters around 

the world based on their growth and diversity dynamics. Over 700 variables were analysed to identify 

trend to success stories. In figure 54 all clusters for Europe are shown with reference to some foreign 

innovation clusters. Hot springs are small and fast growing hubs which can become world players. 

Dynamic oceans consist of large vibrant ecosystems with continuous creation and destruction of 

businesses. Silent lakes are older and slower-growing hubs with a narrow range of large established 

firms and shrinking pools find themselves slowly migrating down the value chain. 
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It is not only important to compare clusters within Europe but also to compare them to the rest of the 

world as it provides an excellent insight view of the international cluster landscape.
105

 If clusters of the 

EU want to become world-class they also need to be competitive against international clusters.  

As the US is the most similar economy to the EU, a comparison of clusters will be done.  Figure 55 

shows that the average region in Europe is less concentrated than the average region in the US. Out of 

38 sectors analysed, 32 are geographically concentrated in the US compared to Europe. By 

consequence the degree of specialisation is less strong in Europe than in the US. Translating this to 

employment shares, it can be seen that Europe top regions have less employment than the US top 

regions. (figure 56) Especially IT activities have in Europe a low level of regional concentration and 

Europe lags on average behind the US in terms of cluster strengths. Europeôs share of employment in 

strong clusters is a quarter lower than in the US. 
106
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Possible explanations for this weak performance could still be the weak European market integration, 

barriers to cross-regional competition or the slower emergence of new industries. So European clusters 

need to become more competitive and overcome barriers.  

5.4. Cluster examples 

In order to complete the picture of clusters in the EU some clusters from specific sectors and from 

specific geographic locations will be analysed.  

5.4.1. Sector specific clusters 

The understanding and knowledge of cluster specific framework conditions for different sectors and 

especially emerging industries are still limited even though it is important to analyse specialisation 

patterns and their focus across Europe.   

Major sectors doing well everywhere in the EU are those supported by the Lead Market initiative (e-

health, sustainable construction, protective textiles, bio-based products, recycling and renewable 

energies) initiated by the EC. Other sectors doing well include the KETs (Key Enabling Technologies) 

such as nanotechnology, advanced materials or photonics.   

More specifically Polt et al. (2001) identified three main groups of countries in the EU. First, there are 

the high technology specialised countries such as Finland or Sweden; second, countries with a 

cumulative path of technology development along traditional technology trajectories such as Belgium, 

Germany or the UK and finally there are countries focussing on fast-follower strategies in technology 

diffusion in traditional industries and niche market strategies such as Austria, Ireland or Italy.  

Actually the level of employment concentration differs significantly across cluster categories in the 

EU. Figure 57 shows that employment in sectors with small overall number of employees such as 

footwear and aerospace is concentrated in a few clusters whereas employment in construction or 

education is much more dispersed across the EU.  
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The following nine sectors are chosen by hazard and should only give an indication which regions 

have specialised clusters in which sectors. The regional focus for each of these sectors is displayed in 

figure 58. Two strong sectors in the EU are the Automotive sector in which clusters show clear 

regional specialisation patterns
107

 and the Maritime sector as European ship owners control almost 

40% of the world fleet.
108

 

                                                      

107
 HESSEN AGENTUR & EUROPE INNOVA (2008), Automotive Clustering in Europe, ISBN: 978-3932845772 

108
 EUROPEAN COMMISSION (2008), the role of Maritime Clusters to enhance the strength and development in European maritime 

sectors- Executive Summary, Office for Official Publications of the European Communities, ISBN: 978-9279115592 



COMPETITIVENESS IN THE EUROPEAN UNION:  

IS CLUSTER COOPERATION THE RIGHT WAY TOWARDS THE FUTURE? 

 

 

BETTENDROFFER Claudine    A4019372        MIB 7 London Page 50 

 

  



COMPETITIVENESS IN THE EUROPEAN UNION:  

IS CLUSTER COOPERATION THE RIGHT WAY TOWARDS THE FUTURE? 

 

 

BETTENDROFFER Claudine    A4019372        MIB 7 London Page 51 

5.4.2. Geographic specific clusters 

Clusters have different geographical boundaries. Cities are often not only composed by one cluster but 

by many clusters from different sectors. Mostly cities are however known for their biggest cluster such 

as Stuttgart and Wolfsburg for cars and Stockholm for IT and Telecom. Even London is known for 

financial services but involves also actors from other sectors. (Figure 59)  

 

Famous regional clusters are often based on their resources such as the Rioja region or the Bordeaux 

region, are known for their wines. A regional cluster based on other factors is the Grenoble Smart 

Valley. The Rhône-Alpes region being the second largest regional economy after Paris- Ile de France, 

Grenobleôs ecosystem is particularly favourable for clusters as it includes 18 competitive poles. One of 

the three leading clusters in the world in its sector is the cluster Minalogic specialising in micro- and 

nanotechnology, IT and software.
109

 Since its creation in 2005 it certified 220 projects for a total 

funding of ú615 million. With 52 founding members, Minalogic developed to a big cluster with 204 

current members. It also has a governance structure which enables the representation of all cluster 

firms, research, university and government. (Figure 60)  
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National clusters are for example Switzerland which is famous for watches, the Netherlands famous 

for their flowers, Switzerland and Belgium for their chocolate, Finland for their forest industry
110

or the 

Finish Cleantech cluster bringing together leading experts from across Finland (Figure 63).  

 

A variety of cross-border regional clusters exits. If a cluster is spread over different regions it can 

also be called Supercluster and if it is spread over regions from different countries it can be called 
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