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1. ABSTRACT

The seves financial and economic crisian increasing globalisation, growing emerging markets and
an era -9pe dihglpiedeaan iemvinodment in whidhe EU needs to become more
competitivefor 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
clustershave recovered much faster than regions without clusters from the recent economic crisis.
One clear objective of the Europe 2020 strategy isrtbeetowardsworld-class cluster$ However it

is clear that one cluster will not reach enough critical mass to attain global competitiveByess.
consequenceluster collaboration is essential to overcome regional boundangésnove towards
world-class clusters ergo European interclusters

Based on the results of a survey conducted amon@di®®s,cluster collaboration ibecoming more
common but there are still many barriers in plack recommendation made to ramit many
challenges would be the creation oEaropean Cluster Centre whigtould not only centralise all
European cluster information but also help integrating European and regional policies and initiatives.

So clustercollaboration is certainly a good and right way towards the figues it is impossible to
know if it will help to overcome all further challenges of the.[Huropean companies are the heart of
business activitylf they are more competitivehe EU will be nore competitive By consequence
clusters and cluster collaboration arsaarrce of prosperity and could stabilise the EU against future
crisis.

1TECHAMERICAFOUNDATION(2010),Cyber cities 2010: The definitive analysis of t
cities http://www.techamericafoundation.org/cybercit{26.07.2012)

2 EUROPEAN COMMISSION (17.10.2008)Towards worldclass clusters in the European Union: Implementing the bimesd
innovation strategySEC(2008) 2637
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2. INTRODUCTION

An increasing dynamic globalisation and the rec
and the sttegic position of Europ&.herecentdeep financiatrisis uncoverednajorweaknesses and

the EU risks to be not competitive anymore in the futWih growingdriving forces from emerging

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

It has been observed thagiens with strong clusters have recovered much faster than regions without
clusters from the recent economic cridi€lusters couldplay an essentialrole to increase the
competitiveness of region#&s suchthe Eu ope 2020 st r ssmatgystainalsle abdased o
inclusive growtldwith a great importance given tioee move towards worlgtlassclusters

One cluster alon&vill be unlikely to have enough weight on the international stage. As our world is
moving towards an 0 eitrissessenfial th golfaleoratére @ is composed layt i on 6
27 Member States with differeulturesand economiescreating several barriers to collaboration.

Only a stronger cooperaticand economic linkbetween EU countries and a high level of innovation

will enable the EU toecover and come out stronger

This project will analyse not only clusters but more specifically the collaboration of clusters in the
Europea Union and the question if thistthe right way towards the future. Are the different Member
States still isolated or is collabomati already happening? \&his the EU doing to encourage
innovation and facilitate collaboration between clusteke® world-class clusters ergaterclusters
emerging in the EU and is cluster collaboration reallytocrga comparative advantage?

This subject is worth analysirgs 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 clustecollaboration 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 Europeddnion could have found a way to compete againshgistmerging
economies in the future and stabilise against future cfiis.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.

3TECHAMERICAFOUNDATION(2010),Cyber cities 2010: The definitive analysis of the
cities http://www.techamericafoundation.org/cybercit{@6.07.2012)
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3. LITERATURE REVIEW ON CLUSTERS

Clusters have existed for centurigdowever they were more commonly known thee form of
geographic concentrations of tradeich as in big cities or on major transport routéir rolewas
very limited and the terrdluster has onlpeen used much later.

Alfr ed Marshall commented in 1890 n PRr § n @i pl e s ‘o the Ertanalitieniot s 6
specialied industrial locationsand Schumpeter ( 1 9 3 9) referred to O6swar
industry. The first one to use howeyvBlichaet Bh Portdr mthen o f
198006s.

3.1. Definition of clustersand cluster theory

Michael E. Porter was analysingat the Harvard Business School why some firms were building
globally leading positins in certain regions and why other companies developed less in other regions.
So he developed the Diamond Maotehich shows the competitive advantage of firms in finding
better and new ways to compete in an industry.

Clusters have been defined asgaographically proximate group of interconnected companies and
associates institutions in a particular field, linked by commonalities and complemenéé ftaser
(1990)

Paul Krugman ( 199 1) s a w ascfiked fotvseof gbodsramd serdices, bather as dynamic
arrangements based on knowledge creation, increasing turns

Malmberg, Sdélvell and Zander(1996)differentiated between four types of economic agglomeration
(Appendix11.1- Figure A) and demonstratedh at oO6r egi onal <c¢cl usters are
relatively |l arge number of firms and empioyees

A newer definition has been made by tBepert group on Enterprise Clusters and Networks
(2003) whi c h was slasters rarg groupsadf indépendent companies and associates
institutions that are:

A Collaborating and competing,

A Geographically concentrated in one or several regions, even though the cluster may have
global extensions,

Specalised in a particular field, linked by common technologies and skills,

Either sciencérased or traditional,

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

A

institutionalised. o

> > >

IN

MARSHALL A. (1929),Principles of EconomigsEEight Edition, MacMillan, London
5Cf.13. Gl ossary: Portero6s Diamond

PORTER M. (2008)Pn CompetitionHarvard Business Review Book, USA, p.215
" SOLVELL 6. (2008) Clusters Balancing Evolutionarand Constructive Forcedvory Tower Publishing, Sweden, ISBN: 978
9197478335p.12
8 IRE SUBGORUP REGIONAL CLUSTERING AND NETWORKING AS INNOATION DRIVER®esign of cluster initiative An
overview of policies and praxis in Eurggeurope INNOVA

o IRE SUBGORUP REGIONAL CLUSTERING AND NETWORKING AS INNOATION DRIVER®esign of cluster initiativeAn
overview of policies and praxis in Eurggeurope INNOVA

[«2]
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Cluster theory focuses onthow juxtaposibn of economically linked firms and institutions in a
specific geographic | o®@drtero2008)a relates campetitiorotheprg t i t i v
with collaboration theorput isdifferent from industrial policy. The latest is more focussed on returns

of scale for emerging industriend eliminates competitorghereas cluster theory focuses on growth

and productivity for all clusterand pushes competitidhThe concept was newahcompanies could
actually benefit from competitors. Clusters shou
improvement in areas of common concern without threatening or distorting competition or limiting the

i ntensit V(Porter20608)val ry. 6

A study of the Competence Networks GermdB§09) checked over 500 articles on clusters and
identifiedonly 35 relevant articles hree sources of litenate were published before 1995 drfilafter
2000. 27 were based on empirical data and 6 onr#ieally data.This study is showing a clear
overdl research gapn clustertheory, **

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 fouxmgpandix 1.1-
Figure B

Markusen (1996) developed a typology on indugtk districts as literature failed so far to explain why
certain localities 0st Figued shows thatthh mle of gavernmentali pp er
actors and large multinational firms had been underestinsatéat™*

Figure 1 =Typology on industrial districts

A) Marshallian B) Hub-and-Spoke
Q

o,
Suppliers Customers

C) satellite Platform

==

Source: HE J. & FALLAH H. (July 2011), The typology of technology clusters and its evolution-
Evidence from hi-tech industries, Technological Forecasting and Social Change, Volume 78,
Issuer 6, http://www.sciencedirect.com/science/article/pii/S0040162511000084

So dustersincludedifferentactorsh ey br i ng and hol d Figwe2det her by Os

19 bORTER M. (2008)pn CompetitionHarvard Business Review Book, USA, p.242
1 bORTER M. (2008)pn Competition Harvard Business Review Book, USA, p.2@65
12 PORTER M. (2008)0On CompetitionHarvard Business Review Book, USA, p.221

13 INSTITUTE FOR INNOVATION AND TECHNOLOGY (November 2009 lusters in GermanyAn empirical based insight view on
emergnce, financing, management and competitiveness of the most innovative clusters in Getedifion, Kompetenznetze
Deutschland

14 OECD PUBLISHING (2005)Business Clusters: Promoting enterprise in Central and Eastern Eu@pep, ISBN: 9284007105
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Figure 2 — Cluster actors

Finance
Banks
Venture capital

Business angels

Media / /\

Source: SOLVELL O. (2008), Clusters- Balancing Evolutionary and Constructive Forces, Ivory
Tower Publishing, Sweden, ISBN: 978-9197478335, p. 13

The most important actor is definitely the industry which takes innovation to markets. Financial actors
provide companies with the needed investments for their research, regitharities 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 thenk 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.

The European Competitiveness Report 2010t veris t h a't 6more coordinatio
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
resarch and commercial knehow, ideas and personnel between industry and research institutions
should be circulated between and within Member S

However these connectiomsclustersoften have gaps which limit thhesuccess. By working together

they |l earn to understand each otherds needs and
As Henry Ford (1863 9 4 7 ) already said O6Coming together i
progress. Working togethesi suclc ess . &

An example of a cluster structure is givenfmure 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 enhé@ances the O6social glue

15 NESTA (November 2010 reative clusters and innovatioRutting creativity on the map
16 EUROPEAN COMMISSION 2010),European Competitiveness report 20L0xembourg, ISSN: 1682800

1 KOMPETENZNETZE DEUTSCHLAND (February 2010 luster Management Excelles Volume 2: Sustainability and Effectiveness
of Clusters and NetworkEgederal Ministry of Economics
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Figure 3 —Northwest Germany Wind Technology Cluster map

Research nstitutions | ! Distributors™ (4
esearch institutions E ManufacturersiTechnology Leaders (>50) more: ()e,on :
Technical i !
= RWE pop
: 5 5 SIEMENS j _ :
Other 2— CThoroex SGL ROTEC e | VATTENFALL ~ i
Universities (10) |} pd W GORR | s 3 ~ :
H s ERENONC! P (S [ [ ————————————
\ — — — " |
Applied Science ! . Wind park operators (>20) !
i ' VOLKSWIND !
g Cvomoax a — |
Crwonoex Dellind o : 1
[ onen . Jigiekontor E
SIEMENS _— | A TRTRTET |
—— e S R——— :

________________________ T ! Component Suppliers {>100)
i Support aervicesifunctions (several 100) : i m o % :
i 1 : ~/ @mq H
! ’ A S 1
: ’ Logistics | Construction | | Project Mgmt. |: | Rexroth :
! 3 ! _ Bosch Group H
:l Financing H Utilties H Maintenance | = ENERTRAG @i |

.................................................

Source: HAVARD BUSINESS SCHOOL- INSTITUTE FOR STRATEGY AND COMPETITIVENESS (2010), The
German Wind Technology Cluster

Someclustersinvolve SMEs (ltalian footwear clust@rbut others integrate mainly large companies
(German pharmaceutical clugteSomeclustersare organised around few key anchor firms or
universities othersare distributed more equally with strong links to all firfB® koundaries of a
cluster continually evolve with the firms withifkigure 4 shows anther example of an internal
organisation The Bulgarian apparel clusténcludes 3000 apparel manufacturatghe core covering
all major product categories and linked all together.

Figure 4 — Cluster Map of the Bulgarian Apparel cluster

- Media
-+ Advertising
= Fashion shows

fepm—y=-y

Financial institutions }

Apparel manufacturers 1 Designers i
Textile Cluster |— g : 1
Men's wear Worne 8 — Retailers H
wear H i
2
| Material suppiiers | Children’s :
e Bables' wear I Exporting companies
é Equipment manufacturing Underwear
. : and Sports wear —I Logistics companies |
swimwear
I IT Cluster
(software development) Professional KRt wear Transportation
wear infrastructure

Electricity and other utilities |

[ Presentin Bugaria

] 1 Weak present

Source: HAVARD BUSINESS SCHOOL- INSTITUTE FOR STRATEGY AND COMPETITIVENESS (2007),
Bulgaria’s Apparel Cluster

Clusters are not homogenous but dynamic as they vary in nature, size andMiestpelusters are

based orverticalsupply chainsCompaniesre not directly concurrent as theffen 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 contuirent. T6 ¢ o
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op et i®whem rcdmpetition andooperation are united, is normally motemmon in R&D.
6Col |l aboration among cbmpesbmetsemes anhdésnhheubak
| everage strength, accelerate scal ¥(Tierey, 20alnp | i f vy

Clusters can also be split by theirentation.Most clusters serve the local markaich in the real
estate otthe construction industryput thedemand is evidently limited. The opposisethe outware
oriented cluster which can grow far beyond the size of the local maiate 5 shows the orientation
of internationahealthclusters compared to the Dutch life sciences and health cluster.

Figure 5— Cluster orientation

]
Large A | te
aliz
It
Munich area
Cluster size )
umbec of RTParea e
apane v J
yment Medicon Valley , »
The Netheriands sy
;
Italy =, )
Portugal ) Scotland
Small vy al cluste
€ >
Emerging Maturity of cluster Mature

- 0. 1INKaNes. SNt

22011 The Deus Group

Source: http://www.thedecisiongroup.nl/wp-
content/uploads/2011/03/Presentation-cluster-event-23-march-2011-Fred-
van-Eenennaamv2.pdf

So acluster can range from a single city,aaegion, a country or even be traraional. However
clusters are more likely to extend to proximate countries with a common language and similar legal
systems.

Another dimension toeparates clusteis the level of sophistication. Some cluster coricste on the
production of lowcost 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 Gérmany.

The White papeT suggeststo make tiki f f er ence bet ween G6area cluste
geographic concentrations of businesses in a par
more like alliances of businesses and research centres coordinated by a management team.

18 KIESE M. & ABPLANALP P. (2010)Kooperation und Wettbewerb in regionalen ClusttehNEW MANAGEMENT Nr.11, p.16
19 TIERNEY T. (July August 2011)Collaboration for the common gopHarvard Business Review, p.38

20 SOLVELL 0. (2008) Clusters BalancingEvolutionary and Constructive Forgesory Tower Publishing, Sweden, ISBN: 978
9197478335 p.14

21EUROPA INTERCLUSTER (2010)White Paper TheEmerging of European wordlass clusters
http://www.intercluster.eu/ingk.php?option=com_flexicontent&view=items&cid=1:frontpage&id=159:reledgbe-white-paperon-the-
emergingof-world-classclusters&ltemid1
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Enright (2000) proposes a new cluster classification accordinguster development stagdde
differentiates between working clustgsell-developed) latent clusterglow level of interaction)
potential clusters, poliegriven clustersand wishfull thinking clusters?* So dusters are also
distinguished by thetage in theitife 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 declinef clusters

Each clustegoes like a company throughspecific life cycle(figure 6 which comprises the birth of
the cluster its evolution and growth and sometimes also its decline.

Figure 6— Cluster Life Cycle

Dynamism
A
Renaissance
Maturity:
Economies of scale
Decline
Hero phase:
Entrepreneurship
“Museum”

Time

Source: SOLVELL O. (2008), Clusters- Balancing Evolutionary and Constructive Forces,
Ivory Tower Publishing, Sweden, ISBN: 978-9197478335 - The cluster life cycle, p.17

Many studies analysed the factors which encountered fanieegence of a clustebut there are so
many thatit was mpossible to list them alMany of the factors which consist endowments for the
emergence of the cluster can also be the factors which make clusters successful

Some clusters emerge in anganic waywhere naturalfactors, access toesearchand universities,

innovative companies, good infrastructarea particular demand in the regiqay a big roleIn the

wine clusterin Bordeaux, Franceatural resourcegerecrucial andFi nl and6s envi r onme:t
arosefrom a local demand in the form pbllution problems created by local process industfigse

contraryof the organic developmeig the planned development in which a cluster develops mostly

through policy actionlt is mostlya mix of the twovayswhich make clusters emerge.

Clusters can also be impacted by entrepreneurs opening a particular industry in a particular region,
which are than cl assi f i entktimasstheterheegenéehobctustezsshés alsof t h .
to do with chance. Soenclusters just emerge at the right point in time or the right location to be
successfulHoweverchance is almost never the only explanatiaiore oftenmany differentfactors

influence a clusteat the same timas shown by the funnel modelfigure 7.

22 OECD PUBLISHING (2005)Business Clusters: Promoting enterprise in Central and Eastern Eu@ipep, ISBN:92-84007105
2 PORTER M. (2008)0On CompetitionHarvard Business Review Book, USA, p.254
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Figure 7 — Cluster funnel model
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* Entry of new firms

e o 0 o o o

Source: EUROPE INNOVA- SOLVELL O. & KETELS C. & LINDQVIST G. (2009), EU Cluster Mapping and
Strengthening Clusters in Europe, papern.12, Office for Official Publications of the European
Communities, ISBN: 978-9279120343

Brenner & Muhlig”* (2007) studied 159 clusters to find otiiree major success facsofor the
emergence of clusterBrerequisites, qualified labour and strong networks betwetmshelp in the
development of the clusteRenowned universities and public researehtes were important in 70
cases Secondly, riggering events launch the procesk making use of the cluster development
potential The creation of a leading firm was considered important in 62 and spec®@! paasures
in 53 cases. iRally in selfaugmenting processesost importantare the accumulation of human
capital(116 casesthecooperation among firms and the choice ofamation with other firm$®

Generallyclusters aremerging more in advancextonomies, as more industries tend to dually

p r e s e nhe relativelly campetitive companies in developing economies tend to operate more like
i slands rather t h?% (Portars2008)Many of ¢he fagoes which cake eusters 6
sucessful such as quality educatipccess to capitaind inbound FDlare also missingin the
developing world

The development of clusterds more predictable than its birth, as it is a chain reaction fatigwhe
emergence of the clustelf. the clusterdevelops wellof t en depends on t he

24 BRENNER T. & MUHLIG A.(2007) Factors and Mechanisms Causing the Emergence of Local Industrial ChustltstaStudy of 159
Cases,The Papers on Economics and Evolution #0723, ISSN: -2436 https://papers.econ.mpg.de/evo/discussionpapers/2B@df
(12.07.2012)
% BRENNER T. & MUHLIG A. , Factors and Mechanisms Causing the Emergence of Local Industrial CluatévietaStudy of 159
Cases,The Papers on Economics and Evolution #0723, ISSN: -4436 https://papers.ecompg.de/evo/discussionpapers/2@&3 pdf
(12.07.2012)

6 PORTER M. (2008)0On CompetitionHarvard Business Review Book, USA, p.247
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competition, the | ocationdés overal/l environment
and informalmechanisnforb r i ngi ng cl ust e r”’(Porer, 2008 i pants togeth

An example @& a cluster development is given by tB@anish Wind technology clustéfigure 8.
Spanish tariffs for wind power asgell as continuous support by the government helped the cluster to
develop and generating over 31600 jobs in 2007.

Figure 8 — Evolution of the Spanish Wind technology cluster

Private Sector & Institutional Developments

Acciona acquires CESA, becomes

Gamesa A
YOy _ \/ largest developer in Spain
GamesaEolica  development  Acciona 1 )
~ iy s Acciona acquires 20.3% of Endesato berdrola buys
establishedto  an¢ formed post- L towald expandin eledtricity business Scottish Power
manufacture wind construction of mergeroftwo  , consolidation & : ennancing its
turbines wind farms conglomerates integration REOLTEC wind R&D network including industry, international
l v/ \/\\j\ universities and government institutions wind business

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

T ] 1

Introduction of Favorable Pian for (he promotion Guarantee of 2010 target for wind
Feed-in Ta.'m‘ connection and of Renewable Energy ncentives for the raised from 13,000 NW
(R.D. 2368) transmisson for (2000-2010)" life of wind projects ta 20,000 MW
renewables Enhancement of B0:436)
(Electric Act 54) Feed-in Taiff Government loan
Spain signe Kyoto (R.D. 2818, Spain ratifies program for wind
Protocol Kyoto Protocol R&D estavlished__\ Trends toward‘z
streng!henlng of
support schemes

Governmental Developments

Source: PORTER M. (2008), On Competition, Harvard Business Review Book, USA,
p.241

Some success factors anealry between companiggntrepreneurship, good infrastructusecess to

enabling technologiesccess to specialised inputs and employees, access to infornratentives

and performance measuremamd access to financélowever me of the most important factois

based on the social structure of the cluster such as the free flow of information and thaddihg

exchanges and transactions in the clusfer clusters advantages rely on their connections and
linkages withothers, relationship building is one of the most important mechanism for a cluster.
6Social glue binds clusters togeX(Roaar,2000 ontri but i

All four driversof Po r t e r 0 Pegith io antaraat @hd create soaabitalin the development of

the cluster. Often cluster organisatiompresenting most members of the cluster created aa
bigger group of firms can lobbgovernmentidentify common needs anehost importantlytrade
associationgnstitutionalizethe cluster linkages When clusters grow they interseaiso at some
point with some other clustevghich isparticularly vibrant as new companies can emerge from these
combinationsOften big cities such dsondonhave several clusters whitdenefit from nteractions.
Growing clusters also attract more and more BBd expertiseSo clusters must try to reach out to
international markets because only this is enabling a circulation of skills, ideas and resources.

%" PORTER M. (2008)0n CompetitionHarvard Business Review Book, USA, p.256
28 PORTER M. (2008)0On CompetitionHarvard Busiess Review Book, USA, p.241

BETTENDROFFER Claudine  A4019372 MIB 7 London Pagel3



COMPETITIVENESSIN THE EUROPEAN UNION:
IS CLUSTER COOPERATION THE RIGHT WAY TOWARDS THE FUTURE?

As clusters are not stable over time they can alsangein their developmentThe UK Humber
seafood clustetransformed from a commodity producer into a leading vatleed fresh/chilled fish
hub serving Europe. While it remained a maritime cluster, theisfehiited towards logistics.

Why clusters are successful is dependent on each cluster and its charact@tstiesare no
quantiaitive measures when a cluster becomesure. There arehowever two main guidelines. The

first characteristic of a maturduster 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 ofterssstaining and reinforcir.

Some clusters can maintain competitive advantages for centuries thefpoecline otherdecrease
quite rapidlyt o t he A muis whicmé& museura ¢ ¢he only remnaat the cluster An
example of the decline of a cluster is the Venice shipbuildingter. Beng in the 16th and 17th the

worl dés | eading cluster for buildildlg ships, the

Why some clusters fail is often not easy to explain as a continuous ability to compete is difficult to
maintain Porter splitthe causes of decline in two broad categories: endogemaugxogenous. Some
clusters fail because of the location itsaiid otherslue to developments in the external woFdr a

while, outsourcing can compensate for local problems, but eventuallyndgmaand productivity will
decrease.External auses could be dals, barriers to competitiprregulatory inflexibility or
technological discontinuitie®orter considers the rate of innovation as the ultimate test of the health
or decline of a cluste?.

What can also happen to a cluster is that it mawesrenaissance The cluster could innovatey

shifting from one sector to another. Often this is preceded by new technologies which lead the cluster
into a new directionAn example ighe packaging papeluster in VarmlandSwedenThe paper and

pulp industry experienced increased challenges
packaging was identified as a potential cluster focus and the mature paper cluster specialised into a
new direction.In 2007 the Paper provinceaw even the first cluster in the world to establish an
initiative focusing on improving energavingsin the pulp and paper industr.

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 rathg¢han focussing on a specifituster and creating market distortions. If policies

help whole sectors this presumes natural competition where some companies are better than others.
Mor eover oO0governments should reinforce and buil
attemp t o create ¥Pottar,208)y new ones. 0

29 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 Unipaper n.9, Office for Official Publicatiorsf the European Communities, ISBN: 978
9279098383

0 FELDMAN M. & FRANCIS J. (2001)Entrepreneurs and the formation of industrial clusterarvard

31 SOLVELL 0. (2008) Clusters Balancing Evolutionary and Constructive Forcésry Tower Publishing, Swesh, ISBN: 978
9197478335 p.39

PORTER M. (2008)On CompetitionHarvard Business Review Book, USA, p.261

B SOLVELL O. (2008) Clusters Balancing Evolutionary and Constructive Forcésry Tower Publishing, Sweden, ISBN: 978
9197478335 p.82

PORTER M. (2008)0On CompetitionHarvard Business Review Book, USA, p.263
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Cluster policiesare éstrategic intentions and political objectives in a specific document set up by the
governmeni (Sélvell, 2008)° Europe INNOVA and Pro INNO consider that strictly speaking only
development policies strengthening a particular clusteggory resulting into specifisectoral cluster
initiatives should be labelled cluster polici&s.

There isa difference between cluster policy and policies for clusters. Policies for clusters rare mo
specific andoften target particular clusters which create high distortions on the markets. As such
cluger policies are more efficientin reality, policies are mainly a mix dfluster policies ang@olices

for clusters

Clusters emerge normally whereampetitive 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 dintae
independently of government action.

Numerous case studiesncludedhat most clusters require a decade or more to develop in depth or to
gain a real competitive advantatj®y consequence, most governments fail in creating factors for the
emergenc®f successful clusters. Many policy makers prefer therefore building on existing emerging
fields rather than creating new onddoreover it is difficult for companies to build trust and
governments could enhance this among clusters.

In Austria thegovernmentwas quite involved in setting up this trusy public investmentand
stepped than baclo let private funding growlt is thereforecrucial that governments are able to
identify when to step backnad allow clustersto grow without distorting ampetition.In Scotlandall
clusters are reviewed periodically to make this decisfomhen to step back from a cluster as a public
organisation

The Innobarometer 208%pointed out that over 68% of company managers working in a cluster like
environment gree that public authorities are fundamental to stpghe cluster whereas 13% saw a
limited role and 15% 0 important roleSo he role of the government in clusters is not cléas most
strongly welcomed in South European countries and less weldomeghy new Member States.

060Clusters provide a vehicle for bringing compan
constructive dialogue about upgrading and offer a new mechanism for btpivessment
col | ab®BPateri2008). 6

35 SOLVELL 6. (2008) Clusters Balancing Evolutionary and Constructive Forcésry Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cycle, p.50

38 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 Unipaper n.9, Office for Official Publications of the European Communfii8g|SBN:
9789279098383

37 PORTER M. (2008)0On CompetitionHarvard Business Review Book, USA, p.257
8 EUROPEAN COMMISSION (2006 006 I nnobarometer on cl ust er 6-dnalytical Repoitflashf aci | i t at
EB Series #187

3 EUROPE INNOVA & FRO INNO (2008),The concept of clusters and cluster policies and their role for competitiveness and innovation:
Main statistical results and lessons learned Unipaper n.9, Office for Official Publications of the European Communfii82|SBN:
9789279098383

40 PORTER M. (2008)0On CompetitionHarvard Business Review Book, USA, p.266
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3.5. Clusters as driversof innovation and competitiveness?

So are lusters associated withigher levels of innovation and prospefitg uc ces s f ul cluste
competition by increasing productivity of constituent firms or industries, by increasingapeicity
for innovation and thus for productivity growth, and third, by stimulating new business formation that

A~

supports innovatiorf'(Poed20@8xpands the cluster. d

The Innobarometer 2006shows that cluster firms are way more innovative thamatuster firms
They register more trademarkley apply for more patenthey contract out more researahd they
carry out less research-irouse (Figure 9

Figure 9 — Comparison betwen clustered and non-clustered firms

Innovation is higher in clusters than elsewhere (a comparison with 1B 2004)

f
‘ = Innovative cluster companies - 1B2006

B Innovative companices - 1B2004

Introduce new or  Introduce new or - Conduet market Carry out Contract out Register one or  Apply for one or
significantly significantly research for rescarch in your  research to other more more patents
improved improved introducing new  own laboratories® firms, universitics  international
products or production products or or research trademarks
serviees technology serviees institutes

Source: 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

Regional specialisatiors also highly linked tannovative performancandcan be measudeby the

level of patenting.(Figure 10 Regions with only few clusters are sometargoing well and
sometimes not, which underlines that there are important factors next to cluster strength having an
impact on the performance afregion“ In Europe thes are no regions with a dispersed employment
across a large range of sectors which produce a high level of innovation and vice*\@eosa.
specialisatioror clusteringn a region is essential to create innovation.

“1 PORTER M. (2008)Pn CompetitionHarvard Business Review Book, USA, p.129

42 EUROPEAN COMMISSION (2006R006 Innobarometes n c |l ust er 6s r ol e i n {Anaytichl Repat-lashg i nnovat
EB Series #187

43 Cf. 3.3.Emergence, evolution and decline of clusters

a4 LINDQVIST G. & SOLVELL 0. (2011),Clusneffinal report Organizing clusters for innovation: Lessons from city regions in Eyrope
CLUSNET
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Figure 10- Relationship between level of patenting and regional specialisation Figure 11 — Cluster strength and prosperity (EU15)
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Figure 11showseconomic prosperity linketb the degree of cluster strengtith 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 diffioultHem to surviveOn the

other hand, egions with a high degree of urbanisation as for example metropolises have a direct
impact on regional performance

So dusters attract people, technologyvestments and are able to develop global value chalnster

regions can transfer easily existing skills into new market alehl well with external shocks
Lowered costgreduced entry and exit barriers for labandknowledge spillovers reduce the risks for

new companiesClusters arealsoable to discar buyer trends much faster than isolated competitors

and perceive faster new technolo8$%6 of companies say that they couidrease sales by being part

of a cluster. 90% of companies get increased industry research and 40% of this leads to new products
and services? So efficiency, flexibility and innovation advantages makenpanies irclusters more
competitive and innovativélhan other firms

Wennberg and Lindqgvist2008) covered 4000 new entrepreneurial firms in knowledge intensive

sectors in Swedeto 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 néi\Siritss

normal thatP or t e r 6 2008)ersaverad ¢thht clustering, industrial concentration and regional
specialisation were striking phenomen@ natiadhdg
competitiveness depends on the capaciiisahdustry to innovate and upgrad¥.

But the cluster concept also attracts a latritfcism. P o r tdefinitébis consists on the boundaries of

a clusterbut atwhat level of aggregation shall a cluster be defiffdti?s 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 isupply 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 beifieddiratn actually exist.

45 SOLVELL O. (2011)0n ClustersEUROPEAN CLUSTER OBSERVATORY,
http://www.clusterobservatory.eu/index.html#lview=classroom;url=/classroom/OnClusters/

46 EUROPE INNOVA & PRO INNO (2008)The concept of clusters andister policies and their role for competitiveness and innovation:
Main statistical results and lessons learned Unipaper n.9, Office for Official Publications of the European Communities, ISBN: 978
9279098383

a4 PORTER M. (2008)0On CompetitionHarvardBusiness Review Book, USA, p.171

48 FREIE UNIVERSITAT BERLIN (2007)Potential to Network Innovative Clusters in the Baltic Metropoles Reglmsent State and
perspectives
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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 regioné’ Clusters carretad innovation ifthere istoo much groupthinking. In order to be
successfu cluster need to stay dynamic for whighe right balance between competitiondan
collaboration is crucialNonetheless there is much value in the cluster concept if it is appiiled

proper consideration of the negative aspects.

With the growing globalisation a common belighs 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 {cokiw
locations. This view change howeverradically as location and proximity become more important
again. Paradoxicallyglobalisation has strengthenduk role of clusters and their developmefs.
companies seek for the best places around the world for their activitiger<lcen provide them with

a better business environment for their specific neglisterstend therefore to become increasingly
specialised and providing complementary goods and services to gain competitive advantages over
other clusters6 G| o b a Isiorse antportant 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 therw into ne
products, services, (EEGRGJ200Rys to provide value. d

To conclude k| the signatories of the European Clust e]
are a key driver of innovation and prosperity, helping regions to build unique profilescidlised
capabi® ities. o

49 OECD PUBLISHING (2005)Business Clusters: Promoting enterprise in Central and Eastern EU@PED, ISBN: 9284007105
%0 EUROPEAN CLUSTER POLICY GROUP (201®inal recommendationdA call for Policy Actionhttp://www.proinne
europe.eu/ecpg/newsroom/e¢fital-recommendationg.2

51 EUROPE INNOVA SOLVELL O. & KETELS C. & LINDQVIST G. (2009)EU Cluster Mapping and Strengthening Clusters in
Europe paper n.12, Office for Official Publications thie European Communities, ISBN: 99879120343
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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 theeU. Once Europen countries havéeen the most powerfidconomies on

earth, butwWorld War Il leftthemdestroyed and poor. European integration was seen as an escape to
avoid extreme forms of nationalism and wars attdin a more unified Europ&he EU was fiicially

created in 1993 by thEreaty of Maastricht?

In September 200the global economic crisisit Europestronger 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 markeesEU uncovered major weaknessexd

needed restructuring
4.1. The situation ofthe EU Member States

The European Union is composed by 27 Member Stéigpge 12 and aninternal market of 500
million ageing citizens (Appendix 11.%. Figure Q The situationof the different States proves
however to be very different even though the EU membership requires rigorous criteria.

Figure 12 — Map of EU 27 Member States

Source: http://www.geo.uni-
frankfurt.de/ipg/fgg/vortraege/vortraege0809/index.html (5.07.2012)

The economic crisis had a huge impact ba performance of EU27 countrieefined byGDP,
employment and productivity growth ratdigure 13.

52 EUROPEAN PARLIAMENT (2009)Fact Sheets on the European Uni@ffice for Official Publications of the European Communities,
ISBN: 9789282324691
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Figure 13 — GDP, employment and productivity growthrates in the EU27
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Source: EUROPEAN COMMISSION (2010), European Competitiveness Report 2010, Office for Official
Publications of the European Communities, ISBN: 978-9279176203 p.23

In terms ofreal GDP most countries started to recoviey 2009 exceptGreece andRomania.
(Appendix 1.1- Figure D) Even though the recession was severe the regression of the GDP came not
close to wiping out the previous growkigure 14showsEuropearregionsin terms of GDP/capita

Figure 14 — GDP/capita in EU regions

GDP/capita* [l < 75 % of EU average ! 75-90 % > 90 %

*index EU27=100

3 categories
of regions 22
M Less developed regions

Transition regions
More developed regions

EUROPEAN COMMISSION (2012) EU Cohesion Policy 2014-2020,
http://ec.europa.eu/regional policy/what/future/proposals 2014 2020 en.cfm (25.07.2012)

Many regionssaw a huge increase @mployment from 2000 to 2007° (Appendix 1.1- Figure E)
Countries most affected by the housing bubbkrenvEstonia, Ireland and Spain, havihg largest
rises in unemploymentduring the recessionSpain has currentlywith over 20% the highest
unemploymentate In terms ofproductivity , Germany, Netherlands, France and Belgiumaose to
the rate of the US, but other countries are substantially b&hifide crisis hit mostly countries which
accumulated imbalancesiring the previous boom perisdch asHungary, Estonia and Latvra.

The national debt ration compaed to GDP Figure 15 showsthat Greece has the biggest debt
closely followed by Italy, Ireland, Portugal and Belgium.

53 EUROPEAN COMMISSION (2011)furopean Competitiveness Repbtl1,0Office for Official Publications of the European
Communities, ISBN: 978279216916p.35

54 DIRECTORATEGENERAL FOR ENTREPRISE AND INDUSTRYEU Productivity and Competitiveness: An Industry Perspective.
Can Europe Resume the Catchidg Proces8

s EUROPEAN COMMISSION (2009)A Europe of achievements: Visions of leading policymakers and acadédfiice for Official
Publications of the European Communities, ISBN:-9289111471
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Figure 15 — EU27 national debt to GDP
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Importantfactors forinnovation as for example R&Dntensity (figure 16) or patent datdfigure 17).
Countries with a high share of foreign owned pateAfpéndix 1.1.7 Figure F) such as the Baltic
Stateshave a comparatively low absolute humber of patent inventfsmsexception 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 totgbatents which can be explained by the large multinationals having their main location
in the UK and the large inwafeDI stock.®

Figure 16 — R&D Intensity —Average annual growth (%) Figure 17 — Patents per million inhabitants, Europe
2000:200611 2006:20008 average 2005-2007
Belgium -0.91 - im
Buigaria 173 S 480
Czech Republic 420 -048
Denmark 1.68 - see
Germany 048 e’
Estonia 11.06 8.08
Ireland 1.85 - 20
Greece 0.03 -0.17
Spain am S e
France 121 e
haly 134 . %80
Cyprus 9.76 265
Lawia 297 4810
Lithuania 5.08 170
Luxembourg A
s s e it
Biaks L S [0 setween soand 100
Netherlands -0.60 -0.72 [ setween 0and 50
Austria 402 3z
Poland -243 S e
Portugal 522 - wmEa
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Source: EUROPEAN COMMISSION (2011), Innovation Union Compe ness
report, Office for Official Publications of the European Communities, ISBN: 978-
9279145414

The European Innovation ScorebogRigure 18) identified in greeninnovation leaders, in yellow
innovation followers, in orange moderate innovators and indalteingup countries.

% EUROPEAN COMMISSION (2010%uropean Competitiveness Report 20Q€i ce for Official Publications of the European
Communities, ISBN: 97827917620%. 95
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Figure 18 — Innovation performance EU27 Member States (2009)

The competitivenessof each country ishown bythe European Competitiveness Indeaking into
account creativity, economic performance, infrastructure and acdiggsfBigure 19)
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Note: The Summary Innovation Index (SIl) is a composite of 29 indicators going from a lowest possible performance of 0 to a
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maximum possible performance of 1. The 2009 SIl reflects performance in 2007/2008 due to a lag in data availability.

The grey coloured columns show 2008 performance as calculated backward from 2009 using the next-to-last data for each of
the indicators. This 2008 performance is not identical to that shown in the EIS 2008 as not for all indicators data could be updated
with one year. The difference between the columns for 2008 and 2009 show the most recent changes in innovation performance.

Source: PRO INNO EUROPE (2009), European Innovation Scoreboard 2009, Paper n.15, Office for Official

Publications of the European Communities, ISBN: 978-9279142222

Figure 19 — European Competitiveness Index 2006-2007
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T
160

Source: HUGGINGS R. & DAVIES W. (2006), European Competitiveness Index 2006-2007, Robert
Huggins Associates Ltd, Wales, ISBN: 1902629034

Having analysed all these variables, leaders in the Elb@aeslen, Finland, Germany, the UK and
Denmark.Countriesfrom the ten new Member Stategedstill time to developNext to Ireland,

Greece, Italy and Portugalso have a hugdebt
been said already thttese huge imbalancesuld become a great problem for the futuredsidi t s 6

competitiveness.
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4.2. The EuropeanUnion in the world

The European Union has weakened in recent yagainst the rest of the world as the economic
activity was shifting more towards Asia and other emerging countries.

Figure 20 — Real GDP in EU27 and selected economies (2007=100)
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Source: EUROPEAN COMMISSION (2011), European Competitiveness Report 2011, Office for
Official Publications of the European Communities, ISBN: 978-9279216916, p.40

The EU2706s income befor e t BauthKorea expesendedasl0%, mdia y et
a 23% and China even a 32% incorise to the prerisis level’(Figure 20 Asia suffered from a
conjunctural downturn and not from internal imbalances such as the US ordatth#ir recoveryis

faster

In comparison with the main global players2@is howevethe biggest irporter andexporter 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 Dlaéance
EU27 has a negative trade balance, but lower than the one from the US.

Figure 21— Main players in the world market of goods (billion€)

Exports EU-27 USA China Japan Canada
2004 953.0 657.5 477.0 4548 255.0
2005 10527 726.9 6125 4782 289.8
2006 1160.1 8259 771.7 515.1 309.2
2007 12405 8483 890.2 521.2 306.6
2008 13098 883.8 972.7 531.3 3182
2009 10944 757.6 8615 4163 226.1
Imports

2004 10275 1,226.2 4512 366.0 220.1
2005 11796 11,3924 5305 414.7 2527
2006 13528 15284 630.3 461.2 2788
2007 14334 14718 6976 454.0 2775
2008 15649 14719 7700 5184 2854
2009 1,1992 11,1485 7209 395.7 230.2
Balance

2004 -746 -568.7 258 888 349
2005 -1268  -665.5 820 636 37.1
2006 -192.7 -702.4 1413 539 304
2007 -192.9 -6236 1926 67.2 29.1
2008 -255.1 -588.1 202.7 128 328
2009 | -1048 -390.9 1406 206 -40

Source: EUROSTAT (2010), External and Intra-European
Union Trade- Data 2004-2009, I1SBN: 978-9279163524

57 EUROPEAN COMMISSION (2011 uropean Competitiveness Report 20Qffice for Official Publications of the European
Communities, ISBN: 978279216916p.40
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SpendingR&D intensityis much higher in Japan and the US thatheEU (figure 22). The EU pays
more attention to higher educatidhan to the business sectdt. By consequence the EU has a

decreasingnnovation performancagainst many countriegigure 23.

Figure 22 — R&D Intensity 2000 and 2009 Figure 23 — Innovation performance
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Source: EUROPEAN COMMISSION (2011), Innovation Union
Competitiveness report, Office for Official Publications of the European
Communities, ISBN:978-9279145414
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Source: PRO INNO EUROPE (2009), European Innovation Scoreboard
2009, Paper n.15, Office for Official Publications of the European
Communities, ISBN: 978-9279142222

The Innovation Union Scoreboard 260shows 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
knowledgeintensive service export$he strongest concurrent are however China, India and ASEAN
countries ashieir share of world GDP has risen by more than 60%iy tthare in world trade by more
than 50% and the share in world FDI stocks by more than 15% in the last dedca@xpected that

the BRIC countries account by 2030 for 60% of world Gb®o he pressure froBRIC countries

and the USon EU companies isiuge. The challenges ahead definitely include improving EU
businessesd competitiveness.

4.3. EU policy for research, competitiveness and innovatiorfzrom the

Lisbon strategyto the Europe 2020strategy

So the EU neextl and still needaew strategiesn order to enhance competitivenegs such the
Lisbon strategy is leading into the Europe 2020 strategy to answer to the structural challenges of the
future Member States.

%8 EUROPEAN COMMISSION (2009)A Europe of achievements: Visions of leading policymakers and acadédfiice for Official
Publications of the European Communities, ISBN:-9289111471

%9 PRO INNO EUROPE (2007European Innovation Scoreboard 20@Eomparatie analysis of innovation performandeaper n.2

€0 EUROPEAN COMMISSION (2011)furopean Competitiveness Report 20Qffice for Official Publications of the European
Communities, ISBN: 978279216916p.203
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A way Gowards a sustainable Eurdflehas been started with thésbon strategy set out in 200y

the European Councilt is an action and development plemmake Europe more dynamiBased on

S ¢ h u mp¥adeathadisnovation is the motor for economic changhauld furtherdeal with the

stagnation of economic growth and toevlproductivity in the EUThe Lisbon strategwas set up for
theperiod2000to 20l nd shoul d aim to 6make Europe, by 201
dynamic knowledgd as ed econo nfy(EQd, 20055 he worl dbo

In 2005the strateghoweverneededeform after only moderate resuttsuld be provemlue to a lack
of determined political actiorThe reformed Lisbon strategy wasstrategy for growth and jobs as
resources needed to meet wider economic, social and environmental anfibitions

With the @mmunicationfPutting knowledge into practice: A broadbased innovation strategy for

the EUS®, a broad based innovation strateggs adopted in 2006s 6i nnovation pl ay:
i mportant role in Europebs abies antd gppottumities af hp ond e
global economy¥® (Council of the EU, 2006 lusters are identified as one of the nine strategic pillars

to promote innovatiosuccessfully

For the first time an EU perspective on how to accelerate the development of more competitive
clusters is outlined in the communicatiGhowards world-class clustersin the European Union:

Implementing the broadb as ed i nn o v &tabopted ors thé7.20t2@08. ycalls fordnore
excellence and cooperation at policy and Dbusi ne
| everaged into mar k°The ssategydeildson those clgsters ith ithe dreatese | . 6
potential to improve # global competitiveness and drive structural chaBgég the basis for this

straegy, the US wasnly able to generate about one wetldss cluster per 10 million inhabitants in

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

around 30 worletlass cluster®

Europe 2020 strategy (2016 2020) i s naw 6
e strategy for the EU to develop as a smarter,
knowledge based, greener economy, delivehig levels of employment, productivity and social
cohesiod® (EUROSTAT, 2011Yor the next ten years to conihis industrial policy should prepare
Europe for global competition.

m Developed as the successor to the Lisbon Stratiegy

A European strategy for smart, sustainable ar

61 EUROPEAN COMMISSION (2002)A European UniorStrategy for sustainable developme@ffice for Official Publications of the
European Communities, ISBN: 889416769

62 SCHUMPETER J. (1934), The theory of economic development, Cambridge, Massachusetts: Harvard University Press

&3 SAMARDZIJA V. & BUTKOVIC H. (2010), From the Lisbon strategy to Europe 2020, Institute for International Relations, Zagreb,
ISBN: 9789536096534

64 EUROPEAN COMMISSION (2005)Growth and Jobswor ki ng t oget her A hewrstartBar the lpsbah strategyt ur e
Office for Official Publications of the European CommunitiéSBN: 9289486929

& EUROPEAN COMMISSION (2006 Rutting knowledge into practice: A brodidsed innovation strategy for the EOOM(2006) 502

final

66 COUNCIL OF THE EUROPEAN UNION (4.12.2006%0uncil contusions on a broad based innovation strategy: Strategic priorities

for innovation action at EU leve2769" competitiveness council meeting, Brussels

67COMMISSION OF THE EUROPEANCOMMUNITIES (5.11.2008)Towards worldclass clusters in the EU: Implementitige broad

based innovation strateg8EC 2637, Brussels

&8 COMMISSION OF THE EUROPEANCOMMUNITIES (5.11.2008)Towards worldclass clusters in the EU: Implementing the broad
based innovation strateg8EC 2637, Brussels

&9 EUROPA INTERCLUSTER (2010WWhitePaper The Emerging of European wottdiass clusters
http://www.intercluster.eu/index.php?option=com_flexicontent&view=items&cid=1:frontpage&id=159:reletsewhite-paperon-the-
emergingof-world-classclusters&ltemid=1

EUROSTAT: Europe 2020 (06.0811)http://epp.eurostat.ec.europa.eu/portal/page/portal/europe_2020 _indicators/headline_indicators
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The Europe 2020 strategy concentrates on smart, sustainable and inplasitrewhich isaddressed
by seven flagship itiatives. (Appendixl1.1 - Figure G) Two flagship initiatives are mainly important
for clusters

A 61l nnovat i promotd) knovdedgie partnerships and strengthdinks between
education, bsiness, research and innovation

A dndustrial policy f or sthehbesingst endiranmént especiddsn e r a o
SMEs

Five ambitioustargetsdefine were the EU should be in 202Bigure 24)

Figure 24 — Europe 2020 strategy: Headline targets

[ | 75%of the population aged 20-64 should be employed
2 3% of the EUs GDP should be invested in R&D

3 the “20120120" climate/energy targets should be met (including an increase to 30% of
© | emission reductions if the conditions are right)

the share of early school leavers should be under 100 while at least 40% of the younger

4 i .
generation should have a tertiary degree

5. | 20 million fewer people should be at risk of poverty.

Source: SAMARDZIJA V. & BUTKOVIC H. (2010), From the Lisbon strategy
to Europe 2020, Institute for International Relations, Zagreb, ISBN: 978-
9536096534

To reachall those targetsand implementrecommendationsDG European Commission

Enterprise and Industrhas established several programmes al Enterprise and Industry

initiatives. Figure 25 showssome of the mosimportantin the EUto keep an overviewor the
following parts

Figure 25 — Major programmes and initiatives

EUSTRATEGY & POLICY - EURORE 2020 EU Cohesion Policy
EU FUNDS o5

EU PROGRAMMES |\NTEHREG IvC
NS St o s sumone

enterprise
EUINITIATIVES europe
network

Q. cloe
+« Clusters Linked over Europe

® cluster-excellence
Comtes Endrtience Whisvwe

[R—

® ClusterManagersClub~

Source: composed by author
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4.4. EU Policy and Programs

There are many differemiolicies andprograms in the EU having an impact on clustéise main
programmes and initiativexf Figure 26and their respective budgetll be analysed in detail.

Figure 26 — Instrument/ programme

DG Instrument / Programme EURDbN
ENTR Competitiveness and Innovation Framework (CIP! 3.6
Europe INNOVA and PRO INNO (European Cluster Observatory; 0.21

European Cluster Alliance; European Innovation Platform for Clusters;

European Initiative for Excellence of Cluster Organisations; ...)

Intelligent Energy Europe 0.73
LIFE+ (DG ENV) 214

RTD I 7* Framework Programme for Research and Technological Development 53.0 I
Regions of Knowledge 0.13
Marie Curie 47

INFSO parts of FP7 and CIP unknown

REGIO I Cohesion Policy 347.4 I
..of which earmarked for innovation (Structural Funds) 86.0
European Territorial Cooperation (INTERREG) 7.75

EAC European Institute of Innovation and Technology (EIT) 0.31
Knowledge and Innovation Communities (KICs) 0.27
Leonardo da Vinci (life-long learning) 17

Source INSTITUTE FOR INOOVATION AND TECHNOLOGY, European Clusters go international- Networks and clusters as
instruments for the initiation of international business cooperation

4.4.1. Cohesion policy

The necessary investment framewddk deliver the Europe 2020 objectivds provided by the
Cohesion Policywhich includesthe European Regional Development Fund (ERDF), the European
Social Fund (ESF) and the Cohesion Fund (CF).

Since the 198006s cgheshh golcynsrumerisaa devielopanmiovation etigis.
As p ar towands worldelass auste@approximatelyd 8 6 b i | ICohesion Rolicy Ruridfe
the current period (2082013) have been allocated to research and innovation.

The ERDF has a major objective in European Territorial cooperatioch covers three types of
programmes: the crofmrder cooperatignthe transnational cooperatioand the interregional
cooperation (INTERREG) programmeBhe European grouping of territorial cooperati@GTC)
was formed to overcome the obstacles hinmagrcrossborder cooperation and constitutes a legal
entity.

The next programme period (202820) of the EU cohesion policy mainly will be based on linking
allocation of fund to th&urope 2020 objectives

4.4.2. 7" Framework Programme

The 7" Framework Programm@P7)for Research and Technical Development

bundles all researetelate EU initiatives together under a common roof and WAHENTH FRAMEWORK
last for seven years (20@20D13) '
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FP7hasa substantiabudgetincrease compared to FRéflecting the high priority of research in the
EU. It aims to strengthen the scientific and technological base of European industry and escourage
international competitiveness while promoting research that support EU policies.

4.4.3. Competitiveness and Impvation Programme

The Competitiveness and Innovation Programme (GIR)s i nt ended s a singl
coherent legal basis for all Community action relating to competitiveness 12 S—
i nnovation in the frafhework of the EPsbon strate

It is planned to run from 2Q0to 2013 witha n o v e r a | 13.6 hillion ane focuseshainly on
the joint development of new and better tools for use by cluster organisatidimnovative SMEsIt
is composed into three programmes focussing on entrepreneurship and innovdonation
communication technologies policy support and on intelligent energy Europe.

4.5. EU Initiatives

Only the most important EU tegiown initiatives toattainthe objectives of Europe 2020 strategy are
analysed in this part.

Regi ons of finknceo wrideFBGnectivse cooperation with CIP is part of tReropean
Research AredERA) policy and aims at strengthening the research potential of European regions
through encouraging the developmeamd networkingof researckdriven
clusters. Already during FP§ the initiative launched 32 pilot pI’OJEC'[";‘: v
strengthening regional research potentiie of those projects wadNE, the |
Food Innovaibns Network Europe which uniteglght different regions with
agrofood clustersand developd strategies tobring in more investment inSl .
research and technological developmént.

TheRegi ons f or e mitative fimanced ondeNmER&EG 1VC (cohesion policyand
URBACT for the period 2002013 improves dynamismin regional and urban networks. A prdjec
under this initiative wa€LOE - Clusters linked over Europé.is an informal alliance of clusters all
around Européfigure 27 that areunited by a Bared commitment tevork closely together.

n CIP: http://cordis.europa.eu/fp7/cip_en.ht(@r.06.2012)
2 http://zakonczone.ppnt.poznan.pl/networkfi(?.07.2012)
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Figure 27 —Clusters linked over Europe
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Source: composed by author

Cofinanced under CIP wathe Enterprise Europe Network which builds on

the former Euro Info Centre and Innovation Relay Centre and offers enterprise
combined services to boost growth and jobs. It brings together close to europe
business support organisations from more than 50 countries and helps network
companieso make the most of the business opportunities in the EU. usinss Support on Your Doorstep

Other major initiatives arBurope INNOVAandPRO INNO bothinitiatedunder the CIP but marof
their projects are sponsored by FPAs 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 undelP to support all forms of innovatiott cuictiee

: . : . INNOVA

is the man panEuropean platform with a focum the joint development of better tool

for use by cluster orgar@gonsi n support o f . Itihas a sectar based ... ... ) S

approachwhich has reinforced cooperation among clustérs.

Thefirst phasg(20062009 was designed to identify and analyse leverages and barriers to innovation
within specific sectorqfigure 28) The second phase was more oriented towards the development and
testing of new practical innovation support services for SMiggiré 29

& Europe Innova Powerpoint mentationhttp://www.europennova.eu/web/guest/abo(it4.05.2012)
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Figure 28 — Europe INNOVA 2006-2009

Cluster networks

Automotive: The BelCAR project (bench | ing in duster in the automotive sector) initiated under Europe INNOVA organised 6
matchmaking events with 220 participants. Together with another project named TCAS which promoted transnational clustering in
the automotive sector, they led to the European Automotive Strategy Network regrouping companies and clusters from the
European automotive sector.

Biotechnology: NetBioCluE networks biotechnology clusters in Europe

Energy: The CENCE project imitated by Europe INNOVA connected Energy clusters across Europe. It led to the plan to build a European Energy
Cluster Platform which is however not yetin construction.

ICT/ Optics: ENOC (European Network of Optical Clusters) was able to develop a SWOT analysis for European optics and photonics duster,
mClusters should integrate Europe’s Mobile ICT Community, NICE networks ICT clusters in Europe, OMI-NET exploits network
transversality in opto-micro-nano innovative clusters

Food/Drink: ABC Network enhanced networking of European Agro-Biotech clusters

Space: The CASTLE project represented clusters in Aerospace and Satellite Navigation Technol ppli linked to entrepreneurial

innovation. At the end of the projectitled to ENCADRE, the European Network of Clusters for Satellite Applications Development

Textile: INNOTEX was a best practice platform for entrepreneurial innovation for the technical textiles sector.

Financing networks

Biotechnology: AFBIO
Construction: BUILD-NOVA
Energy: EIFN
Food/drink: ENFFI
ICT: ACHIEVE, Gate2Start
Medical devices: Inlection
Space INVESat, FinanceSpace
Textile: NetFinTex
Standards networks
Biotechnology: Biohealth- standards repository and portal for e-health
Environment: Depuis- Design of environmentally-friendly products using information standards
Shipbuilding: Euromind
Furniture: Innovafun- Applying open standards to INNOVA furniture business processes
Construction: Stand-inn
Public procurement Steppin- Standards in European public procurementlead to innovation

Source: Composed by author

Figure 29 — Europe INNOVA 2009-2012
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Source: Europe INNOVA
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<. “The European Innovation Platform for Knowledge Intensive Sen(i€&s-1P) hassevensectoral
partnerships(Figure 30)

Figure 30 = Europe INNOVA: Innovationin services partnerships

ACHIEVE MORE addresses barriers to the development of KIS ventures in the ICT sector.

KIS PIMS supports innovationin services that cover life of new technologies for renewable energy

KIS4SAT established an innovation support platform in the field of satellite downstream services
GreenConServe develops anumber of tools in support of innovative companies in the field of sustainable construction
MOBIP established an innovation platform for innovative companies in the field of mobile technologies
ImMediaTe supports SMEs in the digital media and creative industries sector

BCreative will streamline different innovation support mechanisms for SMEs in the creative sector

Source: Composed by author

%o
o, .

s~ JIMP3ROVE stands for immvinginnovation nanagemenperformance with sustainable iangt

s "*Novel Tools & Servicess the area in whichew tools and instrumengsedeveloed tesedand
promoted in support of innovation. Th&jor initiative in this fields TAKE IT UP.

:"* “Sectoral Innovation Watdfives detailed insights into sectbimnovation performance.

<" ":The Ecoinnovation Observatorgnalyses information on trends in ee@anovation to provide a
strategic knowledge resource.

" “+Eco- innovation established an edanovation platform(EcoIP) to accelerate solutionby
several sctoral partnershipgFigure 31)

Figure 31 — Europe INNOVA: Eco-innovation

BIOCHEM tests tools to support companies with bio-based products in the chemical sector
INNOWATER provides better innovation support tools in sustainable water and wastewater

REMake develops tools to support innovative companies in recycling and resource efficiency
EcoTroFood addresses environmental challenges by the food industry

ECOLINK+ strengthens Europe’s Eco-innovation community by exploiting synergies between actions

Source: Composed by author

s The European Cluster Observatory (ECO)launched in 2007hrovides neutral and comparable
statistical information on cluster policies and relative cluster strengths in thd®&Jplatform is
targeting three main groups: policy makers, cluster management staff and academics.

The main sarices offered at the ECO are cluster and organisation mapping, data on clusters, a cluster
library and a classroom for cluster educatiomldb produces reports and studies on clasidre next
step of the ECO is to map also clusters in emerging indsstr
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Figure 32 — EU Cluster Observatory Platform

Welcome back, Claudine Bettendroffer

‘Q World-class clusters at your fingertips

eeeeee

NS

Source: European Cluster Observatory: http://www.clusterobservatory.eu/(26.06.2012)

In January 2008 the launch of tliropean cluster memorandumat the European Presidency
Conference on Innovation and Clusters in Stockholm marked an important step towards encouraging
cluster developmeras t was signed by more than 70 nationad asgional authorities and agencies.

<" =The European Innovation Platform for ClusteGluster-IP) will foster cooperation between
sectoral cluster initiativedt hastwo mainpartnershipgfigure 33.

Figure 33 — Europe INNOVA: Cluster cooperation

ABC EUROPE contributed to the establishment of more world-class clusters in the biotechnology sector through
tailor-made support services to minimum 750 SMEs

EcoClup supports over 1200 companies in eco-innovative industries in their pursuit of growth and
internationalisation

Source: Composed by author

4.5.2. PROINNO Europe

PRO INNO Europas basedon 2 majorpillars: Rolicy analysis and &licy PRO INNO
cooperationeach subdivided into different blocgure 34 A E E’

Figure 34 — PRO INNO Europe
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Source: Composed by author
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The pillar@olicy analysiis composed by:

A INNO-Me t r aingng @ understand sources and patterns of innovative activity in order to
devel op better p o | iEgropeas .Innovatiod Scoreboardiamdgthe by t h «
Innobarometer to benchmark innovation performance of Member States.

INNO Policy Trend Chart describesajorinnovation policy trends.

INNO Appraisal finalised innovation programme evaluations and impact assessments.

INNO Grips20062010aimed to raise awareness on the new aspects of innovation and related

policy issuesINNO Grips20102013aims to supprt policy makers in adopting appropriate

policy responses to emerging innovation needs, trends and phenomena.

A INNO Views exploredetter innovation policy instruments

> > >

The pillar@olicy cooperatiordbrings actors responsible for innovation together véthiew to foster
transnational cooperation.

Figure 35 = PRO INNO Europe: INNO Nets 2006- 2009

BSR-INNOnet to create links in the Baltic Sea region

CEE-Cluster Network to link eleven partner regions in central and eastern Europe

CLUNET to share experiences among 15 regions

DEFINE to encourage policy formulation more adapted to trans-national innovation processes in value-chains

Ennovation to better coordinate national e-business initiatives

IMQNET to develop a different method oflearning from management expertise based on thematic workshops

INNET to promote interaction and cooperation between funding schemes and SME’s

INNO-Deal helps regions to share experiences and visions to improve economic performance and develop trans-regional
cooperation

IPPS aims at advancing service-related innovation policy and programme development

VALOR coordinates and networks key players in innovation policy to develop a common agenda and joint action plan

Source: Composed by author

Out of INNO-Nets 20062009 (igure 39, four partnersformed theEuropean

Cluster Alliance (ECA). This open platforrmanaged by TACTIC®rings together EURGPEAN
authorities and innovation agencies active infiblels of clusterdo develop better AII:EISAThrI:EE
cluster policies in the EULt is supported by the European Cluster Memorand.....

and snce January 2008 it is also open to external clusieant organisations in Europe.

Basedon the decision of th&C the European Cluster Policy Group (ECPG)

created in 2008elps member states develop a more strategic vision to reach cri

mass and worldlass excellencdt has been composed of 20 independent-teghl

expertsestablished for the term of 18 montAs their maxdate ended in Septembe,

201Q the ECPG looked into future challenges for cluster policieand created final
recommendation§ They argue for a stronger alignment of EU budgets priorities and framework
conditions for cluster developmerRecipientsof cluser funding should be revieweahd structural
changes are needed in cluster knowledge infrastructure and collaboration plademnsvays for
spreading best practice should be creatieely should be rurwith aligned operating procedurasd

they should beeduced in their overall numbeéBased on these final recommendations an open policy
learning space calletd Eur opean Cl ust e ropef@tsfvomeanaaty 2@l to Augustu mo
2013 under th&COand worls in close cooperation with tHeCA.

“ EUROPEAN CLUSTER POLICY GROUP (2010)inal recommendations A call for Policy Action http://www.proinne
europe.eu/ecpg/newsroom/edfital-recommendations
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INNO-Nets 20092012 covers a new set of initiatives that focus more on clusters specifically in eco
innovation and service@rigure 36)

Figure 36 — PRO INNO Europe: INNO Nets 2009 - 2012

EPISIS facilitates transnational cooperation between policy-makers and innovation agencies in the field of services
innovation
TACTICS which is coordinated by OSEQ, aims at supporting and further expanding the European Cluster Alliance and

contributing to the development of better cluster policies and practical toolsin Europe. An example of such a
tool is the internationalisation handbook for cluster. Itis assisted by the TACTICS Reflection Group composed of
14 external policymakers

INNO-Partnering Forum (IPF) identifies and exploits synergies between public innovation agencies in Europe and proposes new approaches
to innovation

ECOPOL isa public innovation partnership for better policies and instruments in support of eco-innovation

Source: Composed by author

INNO Actions 20062009implementedoint actions between innovation agencigsgure 37)

Figure 37— PRO INNO Europe: INNO Actions 2006-2009

ADMIRE aims to encourage SMEs to introduce Design Management procedures in order to improve competitiveness

EASY addresses the supply and demand side of investment in knowledge-bhased businesses and develop new models
ofbest practice

EOS- EurOffice Services helps entrepreneurs set up a business outside their home country by providing office space and local services
Innovation Circus identifies the driving forces behind innovation and locates all potential stakeholders

Ipdinno increase the understanding ofintellectual property by SME’s

Tech SME Partnering promotes the investments in technology transfer and collaborative platforms

Source: Composed by author

INNO Actions 2009 2011 bring together further public actors responsible for innovatiom
implementedF - Innovation Festivalvhich is the celebration of innovation and creativity across 6
European citieand cluster excellence initiative.

Cluster-Excellence.euinitiative (ECH) brings together the most experience -

persons and organisations in Europe in order to promote the excelleni .35,

cluster management by developing quality indicators and assess ® cluster-excellences
proceduresProfessionatrainingsraise the quality of cluster managementhie i

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

excellence accepted all over Europe.

ECH established European Club of Cluster managerslt is an association of. 3°7
individuals who can share problems, informatiand experiencemn a platform — ® clustermanagersclub =

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

At its core ECH provides access to thEuropean Cluster Collaboration

Platform (ECCP) This platform free of charge enables more targeted interac_ "

between cluster organisations and their members. ECCP provides the mapping and profiling of cluster
organisations ananembers as well as it establish&sctoral and thematic communities. Sasit
especiallyusefulfor setting up future collaboration with new partners.

The INNO Learning Platformntends to promote transnational innovation policy cooperation across
Europe. The initiative consists mainly of the Learning Platform Consortium antiiN@ Learning
Steering Group.
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5. CLUSTERSIN THE EU

A closer look carbe takemow at the situation otlustesin the EUto evaluag its potentialfor cluster
collaboration Thet e r m ¢ lwetames dnly popular in Europe when B decided to ritegrate
innovation and clustedevelopment into their strategfrom an academic perspectivinis is
fascinatingasthe theory of clusters is pushed for the first time in history by not only one country but a
whole Union of countries.

O6Whil e c | us tregiomsal eeonoeiespiragountries ficross the globe and at all stages of
economic development, there are indications that they might be particular important for understanding
and addressing the economi(Ketels&2lvdllldBBYyes t hat Eur o

5.1. Cluster competitivenessn the EU Member States

Nowadays there are around 2000 clusters irElieand he ECOstatst h hetwean 30% and 40% of
all employment is in industries that contrae, orcluster, regionall§’® (EC, 2007)In some regions
this share is over 50% while in otket drops to 25%. Every fourth firm employing at least 20
people in the EU works in a clustidte environment? (Figure 38)

Figure 38 — Percentage of firmes active in cluster-like environment

Legend

% of firms active in
cluster-like environment

B 50-99°%
B 2549%

20-24 %
B 10-19%
||

1-9%

Source: EUROPEAN COMMISSION (2006), 2006 Innobarometer on cluster’s role in facilitating
innovation in Europe- Analytical Report, Flash EB Series #187

» EUROPE INNOVAi KETELS C. & SOLVELL O. (2006)/nnovation clusters in the 10 new member states oEthepean Union
paper n.1, Office for Official Publications of the European Communities, ISBN9031961

& DIRECTORATEGENERAL FOR ENTREPRISE AND INDUSTRY (2007pnovation clusters in Europe: A statistical analysis and
overview of current policy suppottuxembourg, ISBN: 978279072895

" EUROPE INNOVA & PRO INNO (2007)lnnovation clusters in Europe: A statistical analysis and overview of current policy sppport

paper n.5, Office for Official Publications of the European Communities, ISBN9278072895

"8 EUROPEAN COMMISSION (2006 006 I nnobarometer on cl ust er &Analytical Repoithlashf aci | it at
EB Series #187
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Competitivenes®f clustersin terms ofproductivity, by which a country useits resourcescan be
analysed at 3 different levels inherited endowments macroeconomic competitiveness and
microeconomic competitivene&s.

5.1.1. Endowmentsof clusters

Natural endowmentsuchasnatural resurces or physical locatioenable the cluster to get a certain
degree of pr os p e iniatagvancesketonomywbese he energeace of clgstdtss
more often based on factor conditions.

The Hamburg Logistics Clustehas been created in 2006 ands t oday Europeo6s
|l ogistic |l ocation in international trade and

mo
ser

this cluster was its | ocat i amlpublic fundsialocgied bByshes e c o n

Hamburg senaté"

The OMNIPACK clusterin the Czech Republizas initiated by thé&ey industrial holding PolyPlast.
More than 300 firms have been asked and 21 organisations agreed to participatd RDiRiso-
fundedproject for packaging companies.

Europe tends to nk high on the quality of institutions but is very low in its ability to mobilize these
inputs through entrepreneurship, new firm formation and corporate reddaralover itranks high in
R&D spending but doesndt k n o wcalyvauabte mnovation¥h t hi

5.1.2. Macroeconomic competitiveness

Macro conditions are the framework condioby which clusters are influenced suchhagnan
developmenthealth, education, politics as alphysical and monetary laws

I n t he Ppidnéesregmoms mevelopéad Europecluster policies butit has only been from the
mid-2 00 00 s o nthey ard sovinghirda the mainstrear@ne of the earliest countries to
implement an official cluster policwas Austria This mlicy area is still atan early stage antlis still
too early to expect a serious ass®ent of their economic impact.nmay take up to 15 years before
the full impact of cluster policies may be sé&&howadays there is hardly ar§U memberleft
without cluster policiesvhich is partly related to the Lisbon strateddNO-Policy Trend Chart and
ERAWATCH identified in2008 mae than 130 specific national measure81 European countrig¢s
support cluster®’

& PORTER M. (2011)lnnovation and Competitiveness: Implications for Policy and for Saudi Aréliid, 2011,
http://www.youtube.com/watch?v=NZt6kUK&3

8 Cf. 3.3 Emergence, evolution and declinelofters

81 KOMPETENZNETZE DEUTSCHLAND (February 2010fluster Management Excellercéolume 2: Sustainability and Effectiveness
of Clusters and NetworkBgederal Ministry of Economics

82 EUROPE INNOVAi KETELS C. & SOLVELL O. (2006)nnovation clusters irthe 10 new member states of the European Union
paper n.1, Office for Official Publications of the European Communities, ISBM9031961
83 EUROPE INNOVA & PRO INNO (2008)The concept of clusters and cluster policies and their role for competitivanessnovation:

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

8 EUROPE INNOVA & PRO INNO (2008)The concept of clusters and cluster policies and theirfarleompetitiveness and innovation:

Main statistical results and lessons learned Unipaper n.9, Office for Official Publications of the European Communities, ISBN: 978
9279098383
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In Europe there is a wide variation when it comes to how manywdwad kinds of ministries are
responsible for the implementatioh cluster policiesIn thirteen countries mostly located in Western
Europe at least two ministries are respondibtecluster policies. Thesareperceived as importain

9 countries, as medium important12 countriesand as low important i@ countries Apparently a
factor which defines the importance of cluster policy is the autonomy of regions arall over
organisation of the countfj When it comes taational agecies responsible for cluster policies,
Ireland and Finland have the mosith seven and eight agencies respectively. Howevertandgout

of the 75 reported agencies, have as thely task cluster policyOne example ithe National Office

of EuropeanTechnology Platforms in Lithuani& Actually the White papet’ 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 reattion, governments creatkister programmes, which allocate
funding, create organisational responsibilities and define specific conditions. A total of 69 national
cluster program$iave been identifietvith only seven hawng a regional or local focuddalf of all

cluster programs have a specific focus on a partiatlisster lifecycle and tend to concentrate on
emerging clusterdarges are mainhprivatelu s i nes s es e s p Bé&Diinatitutiops wBIIME 6 s an
only a minorityfocuses ortraining/ educatin. 50% of cluster programs include als@ssborder

activity even ifthese aremainly export project&® Following the decline in théBasqueregion a
governmensponsored dialogue among different stakeholders and the results of a cluster mapping in
the region initiated th®asque Country Competitiveness Programme in Sipawrder to promote

active cooperation among firms in the region. The government selectddsier 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 glicy. A total of 88 regional cluster programmes h#&exn identified next to the
national cluster programmes2 have a regional development, 40 have an industry and enterprise and
30 a science and biotechnolodgcus but it is common thathe regional cluster programmbave

several target groups per pragyme®

A clustersupportedby the Europeaimohesionpolicy is the Digital Signal Processing (DSP) Valley
(figure 39 in Belgium. After the foundationni 1996 by the University of Leuven anghilips an
extension to the Eindhoven region in Netherland was enab@D5by the INTERREG 3Aunding

8 SOLVELL 6. (2008) Clusters Balancing Evolutionary and Constructive figes Ivory Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cycle, p.51

8 SOLVELL 6. (2008) Clusters Balancing Evolutionary and Constructive Forcésry Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cycle, p.52

87 EUROPA INTERCLUSTER (2010)hite Paper The Emerging of European wortdass clusters
http://www.intercluster.eu/index.php?option=com_flexicontent&view=items&cid=1:frontpage&id=159:raletsewhite-paperon-the-
emergingof-world-classclusters&ltemic-1

8 SOLVELL 6. (2008) Clusters Balancing Evolutionary and Constructive Forcésry Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cycle, p.52

8 EUROPE INNOVA & PRO INNO (2008)The concept of clusters and cluster policies and tidér for competitiveness and innovation:
Main statistical results and lessons learned Unipaper n.9, Office for Official Publications of the European Communfii8g|SBN:
9789279098383
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Figure 39 — DSP Valley
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Source: http://www.dspvalley.com/en/about/region/(03.08.2012)

Cluster initiatives aredrganized efforts to enhance the competitiveness of a cluster, involving private
industry, public authoty and/oracademic institution8° (Sélvell &Lindqvist &Ketels, 2003)Those
cluster initiatives having promotion of innovation and new technologies as an important objective are
clearly more successful in improving competitiveriéss.

According to the Cluster Greentdlg mostcluster initiativesin the EUactive in 2003 were initiated
1999 or later (72%) which proves that it is still a very recent sulljginly initiated by government
(32%), by industry(27%) or equally by both (35%3ompaniegend to behe most ifluential 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 offi@@verdl 81% of cluster initiatives have met their goals while only
4% were disappointing and have not led to much chdhge.

Most cluster initiatives are basesh a topdown approachHrom national government8ottomup
casenly sometimesiappen where firms druniversities come together without direct governmental
support.The difference between galown and bottorup is shown infigure 40with the maritime
sector as example.

% SOLVELL O. (2008) Clusters Balancing Evolutionary and Consitctive Forceslvory Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cycle, p.18

o SOLVELL 0. (2008) Clusters Balancing Evolutionary and Constructive Forcésory Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cyclep.5456

92 KETELS C. & LINDQVIST G. & SOLVELL 0. (June 2008%lusters and Cluster Initiative€enter for Strategy and Competitiveness
Stockholm School of Economics
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Figure 40 — Classification of maritime cluster organisations

Initiative

TOP-DOWN COMBINATION BOTTOM-UP
PLAY
E.g. Germany E g Dutch Maritime E.g. Maritimt Forum in Norway
Nerwork
- Govemment induced and/or supported - Induced and/or supported by strong leader finns
] - Holistic and cluster wide approach and/or sector associations
-E - Focusonlong -termstrategy and policy — Linuted cluster approach based on supporting
= * Economy (eg.level playing field and growth) companies and sector associations
E + Education and recruitment ~ Focus onshort -term benefits
£ * Research development and innovation * Rules and regulation
= + Export ¢ Taxregime
: + Common mnterest (¢g. environment and safety) * Labour market and job promotion
- Focus on professionalism and + Innovation project support
cooperation/inte gration of mantime sectors + Export support

— Focus on operational problems

Source: 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

Failure in cluster initiatives is often related to lack of consensus or furalisgnce of an explicitly
formulated vision, low participation of larger companies or lack of governmental integratory. dfl

the cluster initiatives launched in the last yedexck strategic orientation or critical mass of
specialised expertise, servigeresources, suppliers and skills of its innovation a@tors( Eur op e
INNOVA, 2011)~.

Contrary to the US which demands strategic planning, short term measurable goals and evaluation to
follow-up on performance, the EU has little evidencesefiouscluster evaluation.*® In duster
initiatives it is often only possible to see strategic action after 10 yeauraluationsare carried out
between three and five years and it is difficult to distinguish between the different effects of a cluster
instrument. Irthe Nottingham City Bioscience a stushas carried out in order to ascertain if there are

a sufficient number of bigcience 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 speeigitsed s
suppliers” Cluster evaluation needs further development in the EU to recognise failure.

Sustainable cluster initiatives areostly under triple helix governance (government, academia,
business) with a strong private sector leadershipe triple héix of the GoéteborgBio cluter in
Sweden is formed by pharma,a medical equipment anda biotech company, the local and the
regional business development agency, the national feaéibagency, a national innovation support
fund and two local universitig® Sustainable cluster initiativelsave also often leaders with sion
who see the broad picturo cluster initiatives areot only driven on a macro level but also on a
micro level.

% Europe INNOVA:http://www.europennova.eu/web/guest/cluster
cooperation/overview;jsessionid=BASF5E966DSDEB3FIEC5B6CFOCA8H02/05.2011)

% SOLVELL O. (2008) Clusters Balancing Evolutionary and Constructive Forcasry Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cycle, p.59

% SOLVELL 0. (2008) Clusters Balancing Evolutionary and Constructive Forcésry Tower Publishing, Sweden, ISBN: 978
9197478335 Thecluster life cycle, p.66

% LINDQVIST G. & SOLVELL 0. (2011) Clusnet final reportOrganising clusters for innovation: Lessons from city regions in Eyrope
CLUSNET
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5.1.3. Microeconomic competitiveness

A stable macroeconomic environmeasreate opportunitiesbut does not create value itself. This is

why microeconomic capacity is considered to be so impordictoeconomic policy arrangements

are at the roots of competitiveness as they creatalitions under which businesses can thrive.
Enterprisesn clusterscreatethe microeconomic business and innovation envirortmen

Companies try to maximise their own gains and their intent is normally not to improve the overall
region or market. Adam Smit ho sindigidua ambsidn bdnefits Ha n d 6
society. A strong cluster brand helps to attract talent companies and resources to the region.

Cluster organisationsact as legal entity engineering and managing the clustergiound 1000 have

been identified in the EUlhey often establish eluster managementwhich is sometimes seen as a

new professional qualificatioand quite important for cluster collaboratiohhe ECEI increass
opportunities for firms in the clustas they often organise training programmiasilitate commercial
cooperationand gather market and technical intelligenden exampl e where O6cl ust
excell ence makes NEPhExceligricd Hrogect mdtMorlid countriss, Gerimg and
Poland.(Figure 4

Figure 41 — NGP Excellence Project
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oo
nNOUATION *

A% TLLVAXT

@ uarAK

2 B

rannis

PARP €}
Datar 3 — Qe W
Grappes d'entreprises.. A "
‘s“{ 7 4§ \\\\1\, 4
U/

Source: VDI/VDE-IT- ZU KOCKER G. (2011), Cluster Management
Excellence makes the difference- Findings and conclusions from the
first Pan-European cluster management and cluster programme
benchmarking exercises

A clear strategy on the micro levelcreatessustainable and competitive clusteffargets must be
comprehensible and achievable, not in conflict with goals of the respective institution and representing
a clear benefit for all partner@ppendix 111 - Figure H)

A Germanstudy from the Institute for innovation and technology (20@®monstrateghat the
management of a clusternsostly governed by member of the clustdiFigure 42. Mostly clusters
are managed by one or two persons and not often by more tfiaie fnost relevant tasks foluster
managers are shown Figure 43and in what they see future cladbes for their competitiveness in
Figure 4.
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Figure 42 — Cluster governance

= Member of the cluster

= No direct member, but
assigned by the cluster
members

External organisation

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
clustersin Germany, 2" edition, Kompetenznetze Deutschland

Figure 43 — Most relevant tasks for clusters Figure 44 — Future challenges for clusters

:?":;'""p " Sustainable financing ==Bottom-up
Acquisition of R&D funds op-down; eormaly Wieied 40,00 ~=Top-down, externally initiated
50,00 === Top-down, internally initiated == Top-down, internally initiated
4000 2000 )
Public Relation Internationalisation
Collaborative b Information & Experience exchange
Technology Development "
0.
Collaborative _— 3
Technology D pment Acquisition of R&D funds
Public Relation Training & qualification
/ \
/ \\ Increasing the co-operation among
Increasing the number of members ha mambars

Internationalisation

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
clustersin Germany, 2" edition, Kompetenznetze Deutschland

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
clustersin Germany, 2" edition, Kompetenznetze Deutschland

As cluster managersonsider the acquisition of R&D funds a quitemportant taskand sustainable
financing a big future challengé¢hec | u st er 0 3s vdryiimpartart fomclyster microeconomic
competitivenessigure 45 shows the different types of financigptained by clusterandfigure 46
shows the growth of German clusgtrith different finaning terms. Results show that public funding
is the preferred funding method and to be successful, it should be assured for at least 12 months.

Figure 45 — Types of financing

when emerged
in 2007
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—

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
clustersin Germany, 2" edition, Kompetenznetze Deutschland
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Figure 46 — Financing terms
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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
clustersin Germany, 2" edition, Kompetenznetze Deutschland
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In general to sum up all those factors important for cluster competitivéhess t e r 0 sis aftétna mo n d
used Figure 47 shows a strong diamond driving a growing and innovative cluster.

Figure 47 — Porter’s diamond of a strong cluster

Context for
firm strategy
and rivalry

¢ A local context and rules that
encourage and

- e.g., Intellectual property
Bacior protection Demand

o . incentive systems o
conditions across all major institutions conditions

* Open and vigorous
competition among

. .
] available to local customer(s)
firms * Local customer need that
— Human resources those elsewhere
— Capital resources Related and ¢ Unusual local deman in

— Administrative infrastructure ;

- Information infrastructure S.uppom..ng

- Scientific and technological industries
infrastructure

— Natural resources

that can be
served nationally and globally

* Access to capable, locally based
and firms in

* Presence of instead of isolated
industries

Source: Michael E. Porter (2004).

Source: EUROPE INNOVA — KETELS C. & SOLVELL O. (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

To conclude this part, amall town in Sweden called Arjeplagt art ed i n the mid 70
brakes on their frozen lake argnowadays a global hotspotrfainter car testingPor t er 6 s di a mc
for the Arjeplog clusters shown orfigure 48

Figure 48 — Porter’s diamond for the Arjeplog cluster

* Small service oriented
organizations

* Increased rivalry

* Entry into China

Context for
firm strategy
and rivalry

(Fl:::tl; Demand
nditions
conditions £
N * Leading auto makers from

* Arctic climate with frozen Europe, Asia, North America

?kes " it « Joint investments with a
* Sparsely populated area few German auto makers
» Good roads and access to N Related and

good airport ""”“‘?“‘
« Knowledge about ice industries
« Extended use of wasteland
* More specialized winter « Collaboration with plough

testing skills manufacturer
= Investments in broadband * Increased tourism

capacity * Research collaboration with
* Investments in service university

infrastructure (hotels etc.)
* Specialized education
program

Source: SOLVELL O. (2008), Clusters- Balancing Evolutionary and Constructive Forces,
lvory Tower Publishing, Sweden, ISBN: 978-9197478335 - p.29- 38
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At the beginning mainlclimate, good infrastructure and dwledge about ice played a rolEhe
entrepreneuDavid Sundstronran a smalhydroplanegransport bainess and carefully created his
landing strip on the local lakeghich representhe largest area of water among all municipalities in
Sweden. Acouple of German engineepassing by asked if they could borrow the landing strip for
brake testes. The newinter they returnedWell developedrifrastructure with several airports in the
areaandgood and cleared public roadsde itthe preferred site for winter car testifihe6 h é r o f
the clusteiDavid Sundstronnvested in services around brake testictividies such machines to clear

the ice and hotels for the incoming engineditse otherpartso f Por t e rcénweslodlyiatono n d
pl ay in the 1Skil& @ snfraatruadure bec®r@ insre 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 identfiékdi ch i s not al ways easy
have a cluster management or even a web&pgpendix 111- Figure | showsa summaryof results

from national studies attempting to map clust@tsere are many different methods with each having
advantages and limitations.

Sternberg and Litzenberg€2004) developed a mowguantifiablemeasureto identify clusters. The
Cluster Index represents the product of the relative industrial density {{fD)elative industrial stock

(IS) and the relative size of the compar(®B). 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 authorsadmit that no exact threshold exists but this measure is good as a starting point in
identifying clusters?’

Jj =sector
ey by; i =region
1 2fsey . Xiiby e;;= number of employees
Cluster Index = IDyx IS;; x = P e )
' i 5 s ST g 9:;= number of enterprises
=11 i=1 . 5
3 a; = size of the region
% = nhabitants of the region
Mapping clusters is a relatively new approach

performance.Some countries mapped thelusters in order to adapt better cluster policieke
French government classifietlistersthem into globapoles poleson the track to become global and
national poles In total 73% are SMEs in cluster@:igure 49) Mapped are however only cluster
organisations and by consequence not all clus@itser countriesuch as Germafjor Hungary®
also mapped their cluster.

o7 FREIE UNIVERSITAT BERLIN (2007)Potential to Network Innovative Clusters in the Baltic Metropoles RegRmesent &te and
perspectives

%8 KOMPETENZNETZE DEUTSCHLAND (January 2009%luster Management Excellenc®olume 1: Network Servicesederal
Ministry of Economics

% EUROPE INNOVA CLUSTER MAPPING (25.11.2008josciences Clustering efforts in Budapest, Hungary
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Figure 49 — France cluster mapping
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Les poles de competitivité

A good mapping tool for clustehas been developed IBCO based on concentrated employment
rates It is actually a furtherdevelopment of the US Cluster Mapping proj€atreated by the Institute
for Strategy and Competitiveness of the Harvard Business School.

Figure 50 showsan overview of the clust mapping tool of the ECO, whickéntified more than
2000 regional clusteri;m 258 NUTS2 regions The ECO does not enablhe mapping of each single
cluster but only statistickased onadministrative boundariedt however enables the mapping of
cluster organisationshown infigure51.

Flgure 50 ECO: Clusters Figure 51 — ECO: Cluster organisations

European Cluster Observatory. . _European Cluster Observatory

Source: ECO: Source: ECO:
http://vwn observatory.eu/index.htmli i ional ing;i=V16140:y=2009:r=NC10:r  http://www.cl observatory.eu/index.html# lvi izational ing;t=CO;r=CR10-
sl=0:rp=NC10;5=CC20-STND:sp=CC20-STND:p=map:NI=51.490185,19.771875:7=4 (21.07.2012) EU27:rsl=0;rp=CR10-EU27:p=map:lI=52.034155,19.156641:2=4 (21.07.2012)

0 For more information seettp://clustermapping.us/index.html
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The data of the ECO has the advantage that it is continuously updattchas a consistent
methodology across all EU countrieBhe disadvantages that the data igoo much focussed on
employment data and can miss growing clustenserging industries aresearch intensiveclusters
with less employees but critical economical sBetechnology clusterfor examplehave only a few
highly paid employees who create significant va€@0as also the US, Canada and Indiafaegling
data to the Global Cluster ®&rvatory™. The goal is to provide one day cluster mapping data of the
whole world.

PriceWaterhouse Coopatisveloped a tool to map the largest clusters in 2040 across the world in five
key industries.f{gure 52) Unfortunately there is only Londdeft in the EUas PwC expects shift of
all major ativity to the emerging markets showing agtie needo improve cluster competitiveness

in the EU
Figure 52 — Largest clusters in 2040
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Source: PRICEWATERHOUSE COOPERS (September 2010), See the
future- Top industry clusters in 2040 revealed

Thesemapping toad arereally important for clusters, which wish to find suitable partner clusters for
collaboration.t allows alsocomparability across regions and sectors leading to benchmarking studies
of clusters.

5.3. Cluster benchmarking

It is essentialto participate in benchmarking studie$ clustersas this will reveal strengths,
weaknesses, opportunities and thr¢&t&/OT anaylsi$ of a cluster. Compared to other clusters it can
be seen itheyneed improvement @aregrowing well.It will also helpspecialiing as a cluster cannot
be good in everyihg.

Clusters benchmarkadicatorscould be cluster size suduster output and inputiverage wages in

the clusterthe degree of specialisation, the number of patents and scientific publications or R&D
expenditure.Appendix 1.1- Figure K gives an oerview on indicators used in the European
Secretariat for Cluster Analysis (ESCA) benchmarkiBgsed on an interview with the cluster, 36
different indicators are analyseaid a final report is produced on the competitiveness of the cluster
178 clustergrom 16 countries have until now been benchmarked

191 More information on http://www.clusterobservatory.org/
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The ECO benchmark clustersby ranking the different cluster according to si@gember of
employmeny, specialisatior{fnumber in a sector of employmgmind focuyl ar ger share of
employment Maximum 3 stars can be givéma clustebased on this ranking. 8% of all clusters had
three stars, 26% two stars and 66% one'$t&igure 53 shows thenost successfukgions in the EU.

Figure 53 — European regions by cluster portfolio strength

1 star 2 stars m 3 stars
1

=

Region - RIS performance
Lombardia (IT) -med

Veneto (IT) -med

Istanbul (TR) -n/a
Cataluia (ES) -med
Emilia-Romagna (IT) -med
Stuttgart (DE) -high
Danmark (DK) -high

Ile de France (FR) -high
Piemonte (IT) -med
Vlaams Gewest (BE) -high
Oberbayern (DE) -high
Centru (RO) -n/a
Karlsruhe (DE) -high
Dusseldorf (DE) -med
Rhoéne-Alpes (FR) -high
Sud -Muntenia (RO) -n/a
Ege (TR) -n/a

Valencia (ES) -low
West-Nederland (NL) -n/a

0 10 20 30 40 50
Total number of stars

Source: EUROPE INNOVA & PRO INNO (2007), Innovation clusters in Europe: A
statistical analysis and overview of current policy support, paper n.5, Office for
Official Publications of the European Communities, ISBN: 978-9279072895

A ranking of clusters for eaatountry derived from the ECO dathand a ranking of cluster strengths
in the ten new member stat¥<an be found in Europe INNOVA papers. The benchmarking focuses
again too much on employment data aaturallyall big capitals are on top of the ranking

McKinsey in cooperation with th&Vorld Economic Forum benchmarkedhnovation clusters around

the world based on their growth and diversity dynanager 700 variablesvere analysetb identify

trend to success stories.flgure 54 all clusters for Europe are shown with reference to simmsgn
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 slgrewing hibs with a narrow range of large established
firms and shrinking pools find themselves slowly migrating down the value chain.

102 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 Unjmper n.9, Office for Official Publications of the European Communities,

ISBN: 9789279098383

103 EUROPE INNOVA & PRO INNO (2007)nnovation clusters in Europe: A statistical analysis and overview of current policy support

paper n.5, Office for Official Publications of the European Communities, ISBN9278072895

104 EUROPE INNOVAiI KETELS C. & SOLVELL 0. (2006)Innovation clusters in the 10 new member states of the European, Union
paper n.1, Office for Official Publications of the European Communities, ISBN9031961p. 36
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Figure 54 — Mapping innovation clusters
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Source: ANDONIAN A. & LOOS C. & PIRES L. (04.03.2009), Building an innovation nation, McKinsey & Company,
http://whatmatters.mckinseydigital.com/innovation/building-an-innovation-nation (12.07.2012)

It is not only important to compare clusters within Europe but also to centipam to the rest of the
world as it providesin exellent insight view of the international cluster landscapk.clusters of the
EU want to become wordlasstheyalsoneed to be competitive against international clusters.

As the US is the most similar economy to the Eldpmparison otlusters willbe done Figure 55
shows that the average region in Europe is less concentrated than the average region. iOthefUS
38 sectorsanalysed, 32 argyeographically concentrated in the US comgate Europe By
consequence the degree of specialisatidassstrong in Europe than in the USranslating this to
employment shares, it can be sedrat Europe top regions have less employment than the US top
regions.(figure 56 Especially IT activities have in Europe a low level of regional concentratidn

Europe | ags on average behind the US in ter ms

strong clusters is a quarter lower than in the 'US.

105 TACTICS (2011)Cluster Internationalisation Handbop&ase study 4

198 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 Ungaper n.9, Office for Official Publications of the Europ€ammunities,
ISBN: 9789279098383
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Figure 56 ~-Employment concentration in strong clusters by cluster category
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Figure 55 - Regional concentration of EU clusters compared to the US
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Source: EUROPE INNOVA & PRO INNO (2008), The concept of clusters and cluster policies and their Source: EUROPE INNOVA & PRO INNO (2007), Innovation clusters in Europe: A statistical analysis and

role for competitiveness and innovation: Main statistical results and lessons learned Union, paper overview of current policy support, paper n.5, Office for Official Publications of the European Communities,
n.9, Office for Official Publications of the European Communities, ISBN: 978-9279098383 ISBN: 978-9279072895

Possible explanations for this weak performance could still bev¢laé European market integration,
barriers to crossegional competition or the slower emergence of new indus8e&uropean 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 clustersfiexific sectors and from
specific geographic locationgll be analysed

5.4.1. Sector specificlusters

The understanding and knowledge of cluster specific framework conditions for different sectors and
especially emerging industries are still limiteden thaigh it is important to analysgpecialisation
patterns andheir focusacross Europe

Major sectors doing well everywhere in the EU are those supported by the Lead Market initiative (e
health, sustainable construction, protective textiles;bbhsed prodcts, recycling and renewable
energies) initiated by theC. Other sectors doing well include the KETs (Key Enabling Technologies)
such as nanotechnology, advanced materials or photonics.

More specificallyPolt et al. (2001jdentified three main groups countries in the EU. Firsthere are
the high technology specialised countries such as Finland or Swsetwnd countries with a
cumulative path of technology development along traditional technology trajectorieasBelgium,
Germany or the UK finally there are countries focussing on fadlower 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 exi@aster categories in the
EU. Figure 57 shows that employment isectorswith small overall number of employees such as
footwear and aerospace is concentrated in a few clusieeseas mployment in construction or
education is much more dispersed actbesEU.
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Figure 57 — Geographic concentration of employment by cluster category
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Source: EUROPE INNOVA & PRO INNO (2007), Innovation clusters in Europe: A statistical
analysis and overview of current policy support, paper n.5, Office for Official Publications of the
European Communities, ISBN: 978-9279072895

The following nine sectors are chosen by hazard and should only give an indication which regions
havespecialisectlustersin which sectors. The regional focus for each of these sectors is displayed in
figure 58 Two strong sectors in the EU are tAetomotive sectorin which clusters show clear
regional specialisation patteffisand theMaritime sector asEuropean ship owners control almost
40% of the world fleet®

107 HESSEN AGENTUR & EUROPE INNOVA (2008 utomotive Clustering in Europ&BN: 9783932845772

108 EUROPEAN COMMISSION (2008)the role of Maritime Clusters to enhance the strength and development in European maritime
sectos- Executive SummarQffice for Official Publications of the European Communiti3BN: 9789279115592
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Figure 58 — Regional focus of different sectors
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5.4.2. Geographic specificlusters

Clustershave diferentgeographical boundarieGities areoften not only composed by one cluster but
by many clustexfrom different sectordMostly cities are however known for their biggest cluster such
as Stuttgart and Wolfsburdor carsand Stockholm for IT andrelecom EvenLondonis knownfor
financial servicebut involves also actors from other sectoFsg(re 59)

Figure 59 — London Financial cluster map
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Famousegional clustersareoftenbased on their resources such asRiwga regionor the Bordeaux

region are known for their wines. A regional cluster based on other factorshe GrenobleSmart

Valley. TheRhbéneAlpesregion beinghe second largest regional economy after PHeisle France,
Grenobl eds ecosystem i s pstindludes L8 campétitwe doleSneoli r a b | e
the three leading clusters in the woirdits sector ighe cluster Minalogicspecialisingn micro- and
nanotechnology, IT and softwal®.Since its creation in 2005 tertified 220 projects for #otal

fundi ng of.Wit65R foundingmemberdlinalogic developed to a big cluster wi204

current memberdt also has a governance structure which enables the representation of all cluster
firms, research, university and governméhtgure 60

199 EUROPE INNOVA CLUSTER MAPPING (31.03.2008}licroelectronics clustering efforts in Grenoble
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National clusters arefor exampe Switzerlandwhich is famous for watchethe Nethéands famous
for their flowers, Switzerlandnd Belgium for their chocolatEjnland for their forest industhfor the
Finish Cleantech clustdoringingtogether leading experts from across Finl@ridure 63.

A variety of crossborder regional clustersexits. If a cluster is spread over different regions it can
also be called Supercluster andtifs spread over regions frodifferent countries it an be called

110 EUROPE INNOVA (January 2008%ase studies aflustering efforts in Europe: Analysis of their potential for promoting innovation
and competitivenesdraft distributed in the European Presidential Conference on Innovation and Clusters, Stock2®lda22ary 2008
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