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PREFACE

In order to better understand this thesis, it isessary to have some background information
regarding my research journey and my intellectwaflontations so far. |1 did my Master at
the Vienna University of economics and business (Wig¢n), specializing in tourism &
leisure management and with additional coursesgional & urban plannirlg It was the
regional & urban planning courses that were highbtivating, so | decided to do my master
thesis with Prof. Edward Bergman from the regioBalurban planning institute. Prof.
Bergman works for example on cluster life cyclegr@nan, 2008) or methodology issues

regarding cluster studies (Bergman & Feser, 199999b).

Prof. Bergman proposed me to candidate to the NE®JBtdgramme in order to intensify my
master thesis research experience. NEURUS standdlédwork for European and United
States Regional and Urban Studieghd is an international consortium of universities
dedicated to the collaborative study of urban amdional development issfesThis
consortium paved my way to acquire my first redeacholarship and to conduct my first
research semester abroad. | spent this researcestenat the UNC Chapel Hill (North
Carolina, USA) in the department of City & Regiofdhnning and under the supervision of
Prof. Harvey Goldstein (for example working on tivek between industrial growth and

regional clustering (Feser, Renski, & Goldsteim)&)).

In my Master Thesis | studied the research triapglek in North Carolina. The title of my
master thesis wa&The Impact of Mergers on Regional Systems - TheeCaf North
Carolina” (A. Glaser, 2007) and focused on the impact (reggrdnnovation, firm
establishments, employment and research collabosjtiof the 1995 pharmaceutical merger
between Glaxo and Burroughs Wellcome in and arotied research triangle park. The

methodologies | used for this master thesis weife sare analysis and network analysis.

Retrospectively, | owe a lot to this NEURUS prognaenbecause, even though at that time |
was not at all conscious about it, it showed me hesearch can be done in Europe and the

United States. It allowed me to expose my firseaesh endeavours to various professors in

! Already during my undergraduate studies | tookitmithl courses in geography at the University éénna
(the main university in Austria).
% For further information: http://www.neurusinfo.érg



the urban/regional studies and planning field duiMEURUS seminars, for example the
current American coordinator Prof. Feser (2008;@0& the current European coordinator
Prof. Van Steen (Pellenbarg & Van Steen, 2001, p@@ch were already active at my time

as well.

Even though the NEURUS programme prepares the rssidle continue with a PhD thesis, |
decided that working in the “real world” is a betihoice then continuing an academic
endeavour. However, after one year in the policglation department at the International
Labour Organisation in Geneva and two years in kketaesearch company (TNS Sofres) in
Paris, | decided that | am ready again to confroygelf to a new “academic journey”.

The only thing | knew when | took the decision W lgack to the academic world was that |
wanted to continue studying this “regional systeptienomenon and the innovation and
entrepreneurial activities that are happening wittmese “regional systems”. My profound
motivation regarding this topic was properly in theginning to identify why some regions
succeed and others don't and finally what “one” ifqeublic or private actors) can do to help

the local actors to “survive” in a globalized andtty competitive world.

| thus looked for a PhD programme in the Paris 8egind | was luckily admitted to the
management PhD programme at ESCP Europe, with FRrah-Michel Saussois, as well as to
the French doctoral programme at Mines ParisTed, KMrof. Thierry Weil. Working with
Prof. Weil and the Cluster observatqf®pbservatoire des pbles de compétitivité) Mines
ParisTech (and the members of this observatorytidueng my application process (such as

Prof. Frédérique Pallez or Ass. Prof. Philippe befe) was a great opportunity.

ESCP Europe, while providng a very stimulating aeslke context, did not have a dedicated
research unit on clusters but only on public mamege more broadly. | thought that the
combination of both intensive focus on clusterdlates ParisTech and more broadly public

managementat ESCP Europe would be a perfect combinatiom limmensely grateful to

% Prof. Saussois was not particularly focusing arsters but more broadly on public management, terwi
started my PhD he was working on a cluster studly aélleagues from Novancia Business School togtigate
the entrepreneurial dynamics in French clustersifBéous-Boucher & Saussois, 2010). This researofegtr
also financed me a short fieldwork trip to Austidainvestigate the differences with the Frencheaystand to
write a research note about the Austrian systenG{aser, 2011).



my advisors because even though it was sometinai#§icult endeavour, it gave me a very

rich learning and studying experience.

Table 1 summarizes the background of my three relsesupervisors. All three professors
and their research environments strongly influenoea | conceive research in general and
cluster research in particular. As Table 1 shoWws,dommon denominator between all three
researchers is that they are interested in studsgggonal clusters. However, besides this

common denominator, the manner of how they perodiv&ers and conduct research is very

different.

Table 1: Comparison of my master and PhD theses saprisors’ environments

Prof. Edward

Prof. Thierry

Prof. Jean-Michel

Qualification for
Ph.D. Supervisor)

Bergman Well Saussois
My supervisor for Master thesis PhD thesis PhD thesis
Nationality American French French
Master in City Planning Engineering Management
PhD in Urban & Regional Physics Sociology
Development
HDR (French n.a. Management Sociology

Last institutional
affiliation

Vienna university of
Economics and Business
(Austria)

Mines ParisTech (a Frenc
engineering school)

hESCP Europe
(a French management
school)

Research collective

Network for European and
United States Regional an
Urban Studies

(multinational consortium)

French cluster observator

d(“"Observatoire des pbles
de compétitivité™)at
Mines ParisTech

y Centre for Research and
Development in Public
Management
(“Centre de Recherche et
Développement en
Management Public”at
ESCP Europe

Institutional
affiliation in the
USA (permanent or
for research period)

University of
Pennsylvania, UNC
Chapel Hill

Stanford University

Georges Washington
University

Common
denominator

interest in Regional

Clusters

interest in Regional
Clusters

interest in Regional

Clusters

Retrospectively, when | started my PhD | had a marenomic approach to clusters (by
conducting shift-share analyses, network analysedpoking at quantitative indicators of

regional differences) than a management (or publoagement) approach to clusters. | was
at a certain distance regarding the actual locara¢hat are situated within the clusters and
the public policies that are put in place to fodteir development. However, the French
cluster policy and my PhD supervisors influencedtmeompletely change my approach to

the subject.



When | started my PhD, Prof. Weil (T. Weil, 201Q;Weil & Fen Chong, 2008), thanks to
his large and detailed knowledge on the subject higd intensive relationship with
practitioners on the field (be it within the Frencluster organisations or at the French
political level), had just accessed the raw datthefnational cluster policy evaluatforThis
French cluster evaluation (CMI & BCG, 2008) notyalaluated the policy in itself but also
the 71 cluster organisations located on the Freactiory. It was an ideal starting point for
my PhD. For me, at least in the beginning, it “dyfipresented an opportunity to continue
guantitative analyses regarding regional clustfferdinces, something | started during my
Master Thesis. However, very fast | realized that ¢ollected data and the notion of cluster

was not the same as the data and the cluster notias used to during my Master Thesis.

Instead of studying spontaneous clusters (Chia&dBhiesa, 2006) by for example analyzing
a cluster’s life cycle (Bergman, 2008) or by anadgsa cluster’s internal structure (Morrison
& Rabellotti, 2009; Salman & Saives, 2005) or intdrexternal relations (Boschma & Ter
Wal, 2007) through network studies, | was suddealgfronted to a highly political cluster
construct. Meaning the political wish to supporteeging or nascent clusters at a certain
location. Fromhold-Eisebith & Eisebith (2005) ori&@ioni & Chiesa (Chiaroni & Chiesa,

2006) call this type of clusters “policy-driven stars”.

The data | started working with in the beginningof PhD were the reflection of this highly
political construct called French “clusters” (foraenple which type of local actors are
governing the policy-driven cluster, how much fudwks the policy-driven cluster have, who
are its “members” meaning who has paid its memlygrge). The work with this data was
transformed into two articles: (1) one article whiwas published in the journal “European
Planning Studies” and which focuses on how pretexjsR&D activities of a region
influence the performance of these policy-drivenstdr initiatives (performance i.e. the
amount of state funding received by the cluster bems for their R&D projects) (Gallie,
Glaser, Mérindol, & Weil, 20133) and (2) another article (in the revision phase tfe

journal Entrepreneurship & Regional Developmdatuses on how the governance structure

“ See Chapter 1, Section 2 for a detailed explanatiche French cluster policy and the conducteluations.

® A previous version of this article was presentetheee conferences: at the European Academy oflglement
(EURAM) conference (T. Well, et al., 2010a), at theropean Localized Innovation Observatory (EUROLIO
conference (Mérindol, et al., 2010) and at the paem Group for Organizational Studies (EGOS) camies
(T. Well, et al., 2010b).
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of policy-driven cluster influences its capability attract resources (A. Glaser, Gallié, &
Weil, 20125.

In parallel of this work with Prof. Weil on the permmance differences between the various
policy-driven cluster initiatives that were set ap the French territory thanks to the national
cluster policy, | was also working with Prof. Sanisson the historical development of the

French industrial policy (Porcher, Glaser, & Saisgss@010). Prof. Saussois has a rich
knowledge on the policy developments in FrancethrdJnited States thanks to his research
endeavours on industrial policies at both sidethefAtlantic (Saussois, 1988, 1990). He thus
wanted me to step one step backwards in orderolodb this French “cluster policy” from a

more distant level and how it is inserted in a Ehehistorical and cultural context.

Even though working on the performance of clustératives with Prof. Weil and on a more
global historical approach of industrial policiegwProf. Saussois, | realized very fast that
somehow a “wall” is separating me from them. My Wifexige on regional innovation
systems (Asheim & Isaksen, 1997; Cooke, Uranga, t&elkarria, 1998; Tddtling &
Kaufmann, 2001) acquired during my Master Thesiss wet helping me in really
understanding the French context and what they walldng about. | was suddenly
confronted to terms and notions that were completeiv for me but which were apparently
necessary to really understand the French systdrh@ it tries to create regional innovation
systems, be it

at a political-institutional level, for example DERCTE, DREAL, DRAAF, CIADT,

DATAR, DGCIS, GTI, ANR, OSEOQO, FUI, or CDC and theglations to each other,

at a political-functioning level, meaning the reatbetween the State and its different

regions, of a unitary country like France compaxethe federal countries like USA

or Austria | was used to when studying clusters,

at a political-policy level, for example SPL, CRITRRIT, or Technopoles, or

at a political-historical level, for example JaaobGirondin, Colbert, or Général de

Gaulle and thelanification a la francaise,

® A previous version of this article was presentetha Association Internationale de Managementt&iique
(AIMS) conference (A. Glaser, Galli¢, Mérindol, &al| 2010).

" For the time being | will not explain the termstéid hereinafter. A French cluster scholar will knehat these
terms mean, a foreign scholar will probably, jike Ime in the beginning, not know what these temesn. |
will come back to these terms little by little thughout the thesis.
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I knew that if | really want to understand the Faerpolicy-driven cluster system, | had to
immerge into the system and not only stay with rogrditative data. | had to get in contact
with the actors on the field; otherwise | would Bahad the impression that my conclusions,
so far only drawn from my quantitative analysis d&mmn my slowly starting theoretical
knowledge on the French system, are maybe wrothgisl decided with my PhD supervisors
to start conducting a qualitative study in one lné 71 French cluster organisations (see
Chapter 5 for a detailed description of my methodgland data collection process). At that
point | really felt like Henry in Jules Verne’s Ho6A journey to the center of the earth”
(1864) who is sitting at the bench of a black helere the bottom was completely invisible

(see Box 1).

Box 1: Henry’s adventure and thoughts
Extracts from: Jules Verne, ‘A journey to the cente of the earth’, 1864:

Preparation for the journey: “Neither you nor anybody else know anything aboatréfal state of the eartl
interior. All modern experiments tend to explode dider theories. Were any such heat to existugper crug
of the earth would be shattered to atoms, and tledwvould & at an end.” A long, learned and |
uninteresting discussion followed, which endedhiis tvise: “I do not believe in the dangers and idifftieg
which you, Henry, seem to multiply; and the onlywa learn, is like Arne Saknussemm, to go and’
“Well,” cried |, overcome at last, “let us go and se€hough how we can do that in the dark is and
mystery.” “Fear nothing. We shall overcome thesed anany other difficulties. Besides, as we approihe
centre, | expect to find it luminous™

Starting the journey: “While we were seated on this extraordinary benckehtured once more to Ig
downwards. With a sigh | discovered that the botteas still wholly invisible. Were we, then, goirigedt tc
the interior of the earth?”

Discovering the mantle:“However, few as the minutes were during which zegh down this tremendous i
even wondrous shaft, | had a sufficient glimpsi t@f give me some idea of its physical confornmatits sides
which were almost as perpendicular as those of i weesented numerous projections which doubtless w
assist our descent.”

Approaching the core:“l have very strong doubts if the most determinedlggist would, during that desce
have studied the nature of the different layersasth around him. ... Nao the inveterate Professor. He n
have taken notes all the way down, for, at oneuofhalts, he began a brief lecture. “The farther a@vance,
said he, “the greater is my confidence in the reslihe disposition of these volcanic strata absgijutonfirmg
the theories of Sir Humphry Davy. ... | at once régne old and now forever exploded theory of a regiire.
At all events, we shall soon know the tru

Thinking about the return: “Each of us could now descend by catching the tardsin ore hand. When abc
two hundred feet below, all the explorer had towds to let go one end and pull away at the othéemith
cord would come falling at his feet. In order todmwn farther, all that was necessary was to carithe san
operation. Ths was a very excellent proposition, and no doaltprrect one. Going down appeared to me
enough; it was the coming up again that now ocalipiy thoughts.”

Still afraid about the French political systemelidenry who is afraid to start climbing down
the earth, | particularly wanted to focus on how thuster organisation creates innovation

and linkages between its actors (thus still highfluenced by the regional innovation system
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literature | initially knew). During several monthk regularly participated in a range of
internal and external meetings of a cluster orgdius situated in the Paris Region.

However, very fast | realized that the day-to-dagupation of the cluster organisation was
less on innovation put for example on labellingg thanagement of internal conflicts, the
management of their (sometimes conflictual) reteglops with cluster members or the
French national or regional cluster administratjiamsthe (sometimes difficult) negotiation of
responsibilities with other political entities dfet region regarding additional services to local
actors. The political part of the system was thgsrmamuch more present in my observations
than the innovation part (which existed but wasthetmain part).

Thanks to this first qualitative fieldwork, | stad to apprehend the system a little bit better,
but | still felt that | needed to go one step fertldown in order to really understand (or at
least try to) the French policy-driven cluster syst its relation to innovation and the role of
the political institutions in this system. | thuedtfthat the core of my journey was not reached
yet or expressed in a methodology language thad Indt reach “theoretical saturation”
(Eisenhardt, 1989; B. G. Glaser & Strauss, 19670920and that | still did not really
understood how the French try to construct regiomadvation systems.

| thus started to conduct interviews with clustezmiers to get to know how they actually
construct R&D projects and which role the localligpzal) cluster organisation plays in this
endeavour. My first qualitative results were theaspnted at several conferences such as at
the Public and Non-Profits (PNP) Doctoral Studemtféssional Development Consortium of
the Academy of Management (AOM) conference (A. &lag2012a), the Proximity Days
(organised by MOSAIC at HEC Montréal) conference (aser, 2012b) and the Danish
Research Unit for Industrial Dynamics (DRUID) camedece (A. Glaser, 2013Db).

In parallel to this qualitative fieldwork, the attded conferences and the constant reading of
the cluster literature, some additional elementssicterably helped me to continuously try to

confront my fieldwork observations and to makingseof what | observed on the field.

On the one hand two research collectives:
The cluster observatory at Mines ParisTedlie first important research collective

that helped me to confront my fieldwork observatiomas the cluster observatory



(“observatoire des podles de compétitivijg"at Mines ParisTech of which | am a
member since the beginning of my thesis. The dusitservatory particularly helped
me through the monthly seminars that we organibedhese monthly seminars we
always invited researchers and cluster practit®ifeluster managers, representatives
of the State and the regional authorities, CEO’s agimpanies, academics,
consultants...) to expose a certain cluster issumglne hour followed by one hour
discussion with all participants. This platformoaed me to confront my single
cluster case study observations to the realitytioéroclusters and thus allowed me to
identify if what | observed is particular relatem my cluster observation or also the
reality in other clusters. Additionally to the mbht seminars, this cluster observatory
also allowed me to be integrated in a researclecile, retrospectively maybe one of
the most valuable things during my PhD. It was exgly enriching to exchange
regularly, additionally to my two PhD supervisyraith three other French cluster
specialised. Prof. Frédérique Pallez (particulantgrested in public administration
and evaluation (Aggeri & Pallez, 2005; Fen Chongdpréllez, 2008; Fixari & Pallez,
2014; Pallez, 2014b)), Ass. Prof. Philippe Lefebyparticularly interested in the
management of policy-driven cluster initiatives fglevre, 2008, 2013)), and Dr.
Emilie-Pauline Gallié (particularly interested in&B collaborations and proximity
(Gallie, 2009; Gallié & Guichard, 2005)).

The GEME at UQAM MontréalThe secondmportant research collective was my
visiting semester at UQAM Montréal with Prof. Anhaure Saives (particularly
interested in the strategic value of clusters fong (Desmarteau & Saives, 2003;
Salman & Saives, 2005)). This visiting semesteipkeapd exactly in the middle of my
qualitative fieldwork, after my observation andeintiew period within the cluster
organisation and before my interviews with the ®@usnembers. My integration in the
GEME" research team which focuses, amongst others, nadZm clusters, allowed
me to confront my French observations to exterasligs and to gain some additional

distance to my French data.

On the other hand two intensive guided theoretefgctions:

® http://observatoirepc.org/

° It was also very important to exchange with all oofleagues at ESCP Europe, even though they ware n
specialised in cluster studies, they always gavextremely valuable advices.

' The GEME stands for “Groupe d'Etudes en ManagemestEntreprises”. Within the GEME research unit
there are two teams: the GEME-Bio team focusinghenbiotechnology industry and the GEME-AERO team
focusing on the aeronautics industry.



Focus on cluster evaluation3ihe first important theoretical reflections conceny
work and my debates with Prof. Pallez and Dr. @abin policy-driven cluster
evaluations. We first analysed the French 2008cpalriven cluster evaluation
(Gallie, Glaser, Lefebvre, & Pallez, 2012) and tloempared this French to other
European policy-driven cluster evaluations (Gall@aser, & Pallez, 201%) One
important conclusion of this work on the Frenchigebriven cluster evaluation and
its comparison to international examples is that dhbt of evaluating cluster policies
might not only serve to evaluate the performancthefcluster policy but also clarify
the underlying objectives of the policy. Most oéttime it is only at the moment when
an evaluation has to be conducted that the polityed cluster “leaders” decide on
the actual “objects” that are important to evaludtkese “objects” then reveal the
objective of the policy. Again this work on evaloais of cluster policies not only
allowed me to apprehend a large variety of clugi@icies but also position the
French way of doing into an international context.

Focus on organisational studie¥the second important theoretical reflections were
my debates with Prof. Saussois. Whenever | talketh Wrof. Saussois (an
organizational sociologist in his heart) about neydiwvork observations, he constantly
proposed me to look at traditional organisationatl aociology studies (like for
example (Brunsson, 1989; Crozier, 1964 (2010); Goed, 1954 (1964); Hofstadter,
1979 (1999); Selznick, 1949; Sennett, 1992 (192012)). He thus oriented me
towards apprehending these French policy-drivesteticonstructs like organizational
entities where similar power plays and hierarchisalies emerge like in traditional

organisations.

As one can see, | completely dived into the Fretlokter policy system and tried to make

sense of my observations from different angles. tdgearch process was also a highly

abductive one (Dubois & Gadde, 2002) constantlywgdiack and forth between data and

theory’>. Somewhen during my PhD | had the impression traimpletely lost my initial

objectives namely how one can analyze regionakesystand help local actors particularly

1 A previous version of this article was for exampiesented at the Regional Science Associationnatenal
— British and Irish Section (RSAI-BIS) (Gallié, Gk, & Pallez, 2010) and at the Seminar of theitlrst for
Public Management and Economic Development (IGRDEP12.

2 This confrontation with the French system alsd l@nan article (accepted by the DRUID conferemc2?i13)
where | tried to look at the system through thesegfeRichard Sennett (A. Glaser, 2013a)
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regarding innovation. Instead | was just observpafjtical tension and problems at every

level.

The first time | heard about that it can be comgdlenormal to be in “confrontation” or
“depressed” with one’s fieldwork was during a Ph2thodology course on ethnographic
methods (held by Christina Garsten (Garsten, 2048 SCP Europe. Pollard (2009) for
example summarizes the difficulty of ethnographieldivork in 24 feelings:“alone,
ashamed, bereaved, betrayed, depressed, despdisagpointed, disturbed, embarrassed,
fearful, frustrated, guilty, harassed, homelessapaid, regretful, silenced, stressed, trapped,
uncomfortable, unprepared, unsupported and unwéN.en though | cannot identify with all

of these feelings, | certainly crossed the majasitthem.

However, at that time | was profoundly convincedttmy research endeavour is far away
from an ethnographic methodology. | was convindeat it is a classical case study analysis
(Eisenhardt, 1989; Yin, 2009) where | just had ¢firce the number of cases and the units of
analysis studied. One is not allowed to forget thawas coming from a quantitative
background during my master thesis thus anythinglwvivas based on a highly qualitative
data collection process was frightening me (al¢ensified through the fact that my mother
tongue is not French). However, as | was movingrdtive latter (from first looking only at
the quantitative evaluation data of the Frenchtelupolicy over the policy-driven cluster
organisation observations to interviewing the pgliciven cluster actors) in order to
completely apprehend the French policy-driven €usystem it was more and more difficult
for me to define the number of cases studied oratteched units of analysis. The units of
analysis were constantly moving when further dedicento the core of the cluster policy as

also the initial focus on innovation was fading gwa

It was only during the final writing up of my resel and the intensive studying of other
PhDs on French clusters that were recently defe(@Bartlet, 2011; Berthinier-Poncet, 2012;
Chabault, 2009; Dang, 2011; Fen Chong, 2009; Lallem 2013) that | realized that one of
the added values of my PhD compared to the oth&®sRin French cluster policies was
maybe the fact that | am simply not French. As arstAan researcher studying the French
system, | somehow had a different position compaoethe other PhDs on French cluster
policies. | was more an external observer that glistovered the system and my cluster

knowledge has maybe developed a little bit morannnternational context and not only in a
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French context. Things that seemed obvious to Rrenholars were not at all obvious for me

as an Austrian scholar.

Additionally, my thesis, compared to the other thes the French policy-driven clusters, is
written in English language. Automatically whentmg in English one addresses itself not to
a French community that knows the French systemtdain international community that
might not know the French system. Bourdieu (1982)efikample underlines that there are no
neutral words and hat language is not only a concation tool but also reflects the social
reality of the ones who use the language. The esfilan of the policy-driven cluster system
to a non French speaking person has to be much aetaided but at the same time simplified
and has to be constantly compared with other iatenal examples in order to try making

the observed French elements more comprehensare é@ternal research community.

These reflections on my position regarding my regeand my methodology, lead me to the
conclusion that my data collection regarding thenEh policy-driven cluster system actually
started at the first day of my PhD. That studyimdjqy-driven clusters is a highly systemic
endeavour and that all these different mannersonfronting me to the French system lead
me to conduct a single case study with an ethnbiggsarsten, 2013) and grounded theory
(B. G. Glaser & Strauss, 1967 (2009)) approachthdl different levels of my analysis (from
the quantitative analysis to the qualitative analyisom the discussions with French scholars
and international scholars) form a whole to appnehm detail “What is a cluster?” and
particularly “What is a French policy-driven clusté

| would like to finish this preface with referrirg inspiring scholars, such as Coase (1937),
Rosenberg (1982) or Jacobs (1961), that see résaara life journey. At the beginning one
does not really know towards what one is heading, ltas a certain interest and feeling and
start doing research. However, it is only at theé ehone’s career that the whole makes sense.
Coase (1988, p. 47), for example nearly 50 yedes hfs influential booKThe nature of the
firm” (1937) admits that in the beginning he only hadsion, and now at the end of his
career he has dreams but still he does not knauvttie end he will discover what he thought
that he will discover:

“It has been said that young men have visions alidneen have dreams. My dream is to
construct a theory which will enable us to analyhe determinants of the institutional
structure of production. In "The Nature of the Firthe job was only half done [...] My dream
is to help complete what | started some fifty-figars ago and to take part in the development
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of such a comprehensive theory. [...] | intend tosséitonce again to find the route to China,
and if this time all | do is to discover Americaybn't be disappointed.” (Coase, 1988, p. 47).

In the beginning of my PhD | thought that | willdas on analysing regional systems and the
innovation processes happening in this regionatesys. However, during the research
process | realized that my incomprehension of trené¢h system and the strong political
component has to be integrated in the analysisliacal component that is strongly varying
between different countries implementing clustdiguees. From the outside it looks the same,
from the inside it is definitely not the same, agly impacting multi-country cluster analyses.

This thesis is the wish to make the French systempcehensible to outsiders, and on the
other hand this thesis is the wish to discuss fifferent structural, political, organisational
and evolutionary diseases that might emerge whetementing cluster policies around the
world and which all actors involved in cluster po#s should be conscious about. Probably
50 years from now, when | look back to this thegjgin, | will just see it as a little point in
my general knowledge on clusters. This thesis $¢ @ additional element in my research
endeavours of studying regional systems and helpica actors to better understand how to

succeed in a globalized world.
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General Introduction

GENERAL INTRODUCTION

1  Cluster: the (new) buzzword

The academic cluster literature started to intgrgufring the 1990s, and literally exploded in
the beginning of the 2century (Cruz & Teixeira, 2009). The birthplacettoé cluster policy
fashion in the literature (Porter, 1998c) and amgogernments (OECD, 1999, 2009; Soélvell,
Lindgvist, & Ketels, 2003) can though be tracedkoarthe 1980s. The 1980s experienced
three important shifts of thought. First, the pdriexperienced a shift from neoclassical
(exogenous) economic growth models (Solow, 195671%wan, 1956) to endogenous
economic growth models (Lucas, 1988; Romer, 19B6dnomic growth was no longer only
explained by labour and capital accumulation bugoaby knowledge accumulation.
Additionally, an increased role was attributed rtetitutions for fostering economic growth.
Second, the period experienced a shift from a rpesduction era, where the region did not
play an important role, to a post-mass producti@ ehere the region played an important
role (Storper, 1997). The region was increasinginsidered as a crucial element where
flexible specialization takes place (ChristophergorStorper, 1986; Piore & Sabel, 1984;
Storper & Christopherson, 1987) and where embeddtdrs (Granovetter, 1985) have a
higher capacity for innovation and knowledge actjois (Aydalot, 1986; Aydalot & Keeble,
1988; Jaffe, 1986; Oakey, 1984). Finally, the cpbhcd comparative advantage (Ohlin, 1933;
Ricardo, 1817 (1821)), for a long time used to akplnational success, was increasingly
criticised by Porter (1990). Porter (1990) devetbplee concept of competitive advantage
explaining that every nation or region goes throdgferent development stages which can
be influenced by government authorities. The lalifeision of the concept of “cluster” will
be analysed in the first part of this thesis thifoag “archeological” analysis of the notion.

These shifts of thoughts, embedded in an incregkdshl competition, led policy makers to
take example on highly successful regions. Theregions that were particularly scrutinized
are the Third Italy in Emilia-Romagna (Italy) (Bé&wai, 1979; Capecchi, 1990; Putnam,
1993; Trigilia, 1986) and Silicon Valley in Califua (USA) (Miller & Cote, 1985; Rogers &
Larsen, 1984; Saxenian, 1983, 1990, 1991, 1994y4dil, 2010). Scholars and governments
started to reflect on how tgrow” (Miller & Cote, 1985),“breed” (DeBresson, 1989), or
“clone” (D. Rosenberg, 2002) these successful regionsiaoetvery nation could have its
competitive hub.
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The objective during the 1990s was to decortichte riatural conditions of “spontaneous
clusters” to be able to create “policy-driven cirst (Chiaroni & Chiesa, 2006). In policy-
driven clusters, there is a&tfong commitment of governmental actors whosengiiess [is]

to set the conditions for the development of th¢ ¢luster” (Chiaroni & Chiesa, 2006, p.
1073). The real breakthrough of the cluster ided thiat governments can take the faith of
their regions in their hands, came with the puliicaof Porter's seminal work on clusters
(Porter, 1998b, 1998c). Porter (1998c, p. 78) wdratgized in detail a multitude 6healthy
regions” in the United States summarized that these healgyons or “clusters” are
“geographic concentrations of interconnected companand institutions in a particular
field.” Additionally, “many clusters include governmental and other tosibns [...] that
provide specialized training, education, informatiosesearch and technical suppoiiPorter,
1998c, p. 78). Porter (1998c, p. 79) establishegpimgs of these healthy regions and called
it “the anatomy” of a cluster that governments could strive for.

2 The rising implementation of cluster policies

Using the cluster approach (Porter, 1998c) to foateountry’s competitiveness started to
emerge during the 1990s and since then the appmaudrienced a considerable entry into
the policy realm, be it for example Europe (Ahedo, 2004; Fromhold-Eisebith & Eisebith,
2005; Gallié, Glaser, Mérindol, & Weil, 2013b; Lbfae, 2013),America (Altenburg &

Meyer-Stamer, 1999; Arthurs, Cassidy, Davis, & WpRE009; Ciravegna, 2012; Doloreux &
Shearmur, 2009)Asia (Nishimura & Okamuro, 2011a, 2011b) Africa (Cammett, 2007).

The cluster policy approach combines under onedreaaditionally separated policies, such

as regional, science & technology and industridicps (OECD, 2007).

The specificities of cluster policy approach apgedre the following;
compared to the traditional science & technologlcgapproach, cluster policy does
not focus on financing individual single sector jpats but on financing collaborative
research (OECD, 2007);
compared to the traditional industrial policy apmb, cluster policy does not focus on
national champions but on supporting common neédisno groups, particularly the
needs of SMEs (OECD, 2007);
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compared to the regional policy approach, clustdicp does not redistribute from
leading to lagging regions but tries to build cotitpe regions by fostering networks
among local actors (OECD, 2007).

Cluster policies try to build policy-driven clusse(Chiaroni & Chiesa, 2006) by fostering
networks among local actors. This particularly heapp through financing collaborative
research and supporting common needs of localdnoaps (Nishimura & Okamuro, 2011b;
Solvell, et al., 2003). The objective of clusteligies is to transform agglomerations of non-
interconnected local actors into “functioning” pykdriven clusters where local actors are
interconnected and innovate togethier.fing, this process is supposed to be leading to a
greater competitiveness of the individual actors e whole region (Schmiedeberg, 2010).

In order to replicate conditions of spontaneousstelts and start building policy-driven
clusters, government authorities establish clustganisations employing cluster managers
(Coletti, 2010). Two recent studies underline thra of the most important elements of these
cluster organisation managers is to foster netwarkeng people and firms (Coletti, 2010;
Solvell, et al., 2003). The tasks of these managansrace for examplddstering exchanges
between cluster members [...], networking with stalgdrs, lobbying, identifying and
integrating new cluster members, strategy developnfer the cluster [...], organising
events”(Coletti, 2010, p. 685).

3 Increasing critics: towards a crisis of clusters?

Numerous governments around the world have implésdeduster policies (Soélvell, 2008;
Solvell, et al., 2003) and the European Union hatscfuster policies to advance innovations
in Europe at the centre of its strategy recommeosit(European Commission, 2006), as
knowledge management is considered as crucial $8em12000). Europe currently counts
approximately 1205 cluster organisatibhdowever, there has been recently an increasing
amount of academic literature that has a verycalitstance regarding the positive impact of
cluster policies and how they are implemented (ldosp2005; Kiese & Wrobel, 2011;
Shearmur, 2011a). The critics of the academicefaneultiple nature:

Shaky theoretical basiSeveral academics criticise that government ailtb®have

rushed ahead with implementing cluster policiesstiaan the ideas of Michael Porter

13 European Cluster Observatory: www.clusterobseryata (2010)
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(1990 (1998), 1998c) even though the cluster canicefiself continues to stay on a
very shaky theoretical ground (Kiese & Wrobel, 20R1L Martin & Sunley, 2003;
Nathan & Overman, 2013);

Multiplication of objectives, closed system thimgkiand disconnection to local
specificities: Some other predominant critics are for example thaster policies
combine too many different objectives (Burfitt & bteeill, 2008), that governments
consider the region as a closed system (H. Bagh&ewald, 2008; Rugman, 1992;
Shearmur, 2011a), or that best practice example® s role models and are then
implemented in regions without taking into accothe specific local characteristics
(EKlinder-Frick, Eriksson, & Hallén, 2014; Hosper2005; G.-J. Hospers, P.
Desrochers, & F. Sautet, 2009);

High entanglement of actorBolicy-driven clusters are highly complex becalmsed
exists an entanglement of different action spat@sekxample governments, policy-
driven cluster managers, policy-driven cluster merap with different views
(Brachert, Titze, & Kubis, 2011; Kiese & Wrobel, 220 Sellar, Emilova, Petkova-
Tancheva, & Mcneil, 2011; Steinle, Schiele, & Mgz, 2007; T. Weil & Fen Chong,
2009). This complexity leads some other authomrgme that the outcome of policy-
driven clusters cannot bénanipulated” and thus a better approach would be to
abandon cluster policies altogether and to focatead orfagglomeration policies”
(Nathan & Overman, 2013, p. 397).

While practitioners implemented cluster policiesademics have not yet fully embraced an
analysis of these implementation processes. Schotartinued studying the characteristics of
clusters, by for example focusing on clusters’ Idgcle (Audretsch & Feldman, 1996;
Bergman, 2008; Menzel & Fornahl, 2010), on clusténsernal structure (Morrison &
Rabellotti, 2009; Salman & Saives, 2005), on chsstternal vs. external relations (Harald
Bathelt, Malmberg, & Maskell, 2004; Boschma & Tea\2007; Huggins & Johnston, 2010;
Lechner & Dowling, 2003; Maskell, Bathelt, & Malmige 2006), on clusters’ network
facilitators (Ingstrup, 2010; McEvily & Zaheer, 200Mesquita, 2007), or the importance of
trust between actors in clusters (Cooke, 1996; EdVills, 1999; MacKinnon, Chapman,
& Cumbers, 2004; Murphy, 2006; Ottati, 1994). Hoeeuhey somehow seem to ignore the
rise of the managerial issues that went along thighimplementation of cluster policies. Be it
for example the managerial issues regarding fagjerinovation (Lefebvre, 2013), regarding

implementing the cluster policy (Burfitt, Macnei, Gibney, 2007), or evaluating the cluster
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policy (Gallié, et al., 2014). This doctoral digs¢ion aims at taking these managerial and

organisationnal challenges into account.

4  The growth of a relevance gap

The consequence of this drift between academics @adtitioners is the progressive
constitution of a “relevance gap”, i.e. a growingiemation betweenacademics and
practitioners (Kiese & Wrobel, 2011; R. Martin & i8ay, 2003).This leads to the paradox
situation that even thoughibraries of incredibly useful books and articlesn clusters”
exists (Swords, 2013, p. 369), they seem not téobesing on the challenges practitioners
face when actually building policy-driven clusteAs we will demonstrate in our literature
review, cluster literature mostly continues desogbhow a cluster looks like&swords (2013,

p. 369) recently pointed to the problem tttae translation of clusters into, and then through
local and national policy”is not studied in the cluster literature. In tremge stream of
research, Ebbekink & Lagendijk (2013, p. 737) pdmthe fact that scholars have to start

investigating‘cluster policy as a policy challenge”

The academic community somehow still tries to defimhat a cluster is and what the
conceptual differences are between clusters andasiconcepts such as global, national,
regional, sectoral or ‘combinéd’innovation systems (Asheim, Smith, & Oughton, 2011
Edquist, 2001; Niosi, 2011). The plenary debat¢hef2013 DRUID conference even raised
the polemic questid if the systems of innovation (SI) approach is stifiramising line of
research We will argue in this doctoral dissertation tiia cluster and S| approach is more
than ever a promising line of research but has ti@stk of its most basic elements: the
practitioners on the field who try to put the thetaral cluster concept, mainly Porter’s cluster
concept (McDonald, Huang, Tsagdis, & Tuselmann,720idito action. Governments around
the world heavily used and still use the varioussdr and Sl approaches to frame their
innovation policies (Edquist, 2005). Abandoning tkeearch on clusters and Sls would be
like abandoningen routeall the authorities and governments that beliewethese concepts
and consequently invested a considerable amoymilgic money®.

% For Edquist (2001), a combined system correspéordsxample to a sectoral and regional innovatigstem,
which according to him relates for example to thester concept of Porter (1998c).

1% Source (10/02/2013): http://druid8.sit.aau.dk/segint/index/login/cid/13

® For example, the French government invested ®bilEuros in its competitiveness cluster policyviesn
2005 and 2011 and the Walloon government plansvesi 618 million Euros in its cluster policy beeme2006
and 2014.
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The multitude of components constituting the clissiend S1° (Edquist, 2001, 2005), the
endless range of activities that influence the bgreent, the diffusion and use of
innovatiort® (see Edquist, 2005, p. 191 for a complete lidtp boundless quantity of
observable relations among components and betwempanents and activitiEs(Edquist,
2005), and the multitude of different stakeholdersolved (e.g. public authorities, policy-
driven cluster managers, policy-driven cluster lhersies) make the cluster and Sl approach
look like a conceptual “monster” where one does kmbw which element to prioritise.
Instead of getting absorbed into this academic wdfirconcepts and relations, and thus
developing ivory-tower theories that risk not hatpipolicy makers at all, we emphasise in
this thesis a return to the practitioners in clissend Sl and the identification of the dilemmas

they face when trying to build policy-driven cluste

5 Research questions and design

The critics regarding policy-driven clusters arsing over the last years. Yet, it is still
necessary to understand deeper the drivers of #résms as well as to address them in a
constructive manner in order to help the practéisnon the field overcome their difficulties.
When scrutinizing the policy-driven cluster litare¢, we will demonstrate that governments
constantly face a multitude aornelian dilemmasi.e. a set of decisions and choices for
which there is no “one best choice”. They have #zide upon these dilemmas without
knowing if in fine the decision taken will really lead to the devehgmt of a policy-driven
cluster that gains international visibility and qoetitive advantage. For example during the
set-up phase, those that implement cluster policese to decide if they privilege direct
subsidies or indirect subsidies (Nishimura & Okamu011b), if they focus on regional
development or industrial excellence (T. Weil & Féhong, 2008; Younes, 2011), if they
implement a policy-driven cluster organisation ational or at local level (Burfitt &
Macneill, 2008; Perry, 2005).

7 Organisations (i.e. the players or actors as fangle companies, universities, venture capitahoigations
and public innovation policy agencies institutioasy institutions (i.e. the rules of the game asfample the
legal system, norms, routines standards)

'8 For example R&D, competence building, formatiomefv product markets, incubating, financing

9 For examplebetween organisations (competition, transactioriyworking) or between organisations and
institutions (the influence of institutions on onggations, the organisational embeddedness inrtéLitional
environment)
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In this thesis, we will study these organisatiotid@mmas and their consequences in policy-
driven clusters. Facing a dilemma means that tisane “one best choice”, so by going in one
direction one certainly produces also negativect$feor side-effect pathologies, that in some
cases might hinder the policy-driven cluster to ction effectively. We will define
“pathology” in a cluster setting as the visible ragerial symptoms that policy-driven clusters
may endure. These pathologies are directly gerterate “organizational dilemmas”, by
having privileged one direction over another. Thwllenge in cluster policy study is to
pinpoint these side-effect pathologies and thegoaisted dilemmas in order to improve
cluster policy implementation and to better addyet ¢luster policy to the local settings. In
this thesis, we will not give an answer to whettwee dilemma direction or another is better.
Instead, we will first summarize and establishxotemy of the different dilemmas that we
identified in the literature, by using a systemdiierature review (SLR) methodology
(Denyer & Neely, 2004; Pittaway, Robertson, Muridgenyer, & Neely, 2004; Tranfield,
Denyer, & Smart, 2003). Second, we will empiricalpalyse the extent to which these
dilemmas produce organisational pathologies ineséir policy-driven cluster situated in the
Paris Region: the HealthCluster Paris Region (HEPR)analysed in the second part of this

doctoral dissertation.

HCPR is a policy-driven cluster that consecutiviedgeived a low performance evaluation,
from national cluster policy evaluators (CMI & BC@008; Erdyn, Technopolis, &
BearingPoint, 2012) but also from academics (BomumsdBoucher & Saussois, 2010). HCPR
thus represents an “extreme case” (Eisenhardt, ;188@/bjerg, 2006) in the cluster
landscape, a case of a pathologic policy-driverstelu This pathologic case allows, in a
Popperian falsification tradition, to look at adbk swan” and to start a new critical reflection
process (Flyvbjerg, 2006, p. 228; Popper, 1959how a policy-driven cluster works and
which pathologies it might produce. As HCPR is airaame case, we see the pathologies
through a magnifying glass. There are numerousydaliiven clusters in France that seem to
encounter much less difficulties (the “white swagn@ee for example (Bidan & Dherment-
) than HCPR. The knowledge
gained through the in-depth analysis of clusteng@agies in an extreme case will prove to be
precious, because it will help us rethink how agyetiriven cluster actually works and what

can be improved during the management of the imgfeation and evaluation processes.

2 Name changed.
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We study HCPR by using a case study methodologge(thiardt & Graebner, 2007;
Flyvbjerg, 2006; Yin, 2009) that combines obseotiinterviews, documents and archival
data. Even though we were continually embedded comdronted with our cluster policy
fieldwork (as we will explain in the research desichapter), we had two main qualitative
fieldwork periods. The first main qualitative figldrk period took place between September
2010 and January 2011, and the second main fieldpeniod took place between November
2011 and March 2012. Using a longitudinal appraaatase studies (Eisenhardt & Graebner,
2007; Leonard-Barton, 1990) is particularly recomded when operating in nascent research
fields (Edmondson & McManus, 2007), as it is theector cluster policy implementation and
the study of its challenges. The methodologicalessand details processes for data collection

and analysis will be presented in chapter 4.

Overall, we will argue in this thesis that it isceesary to shift from the sole study of the
“anatomy of clusters” (Porter, 1998c) to the deegteidy of “pathology of clusters”. The

traditional static cluster approach has become mamhjc approach with organisational
dilemmas (see Figure 1). The thesis that we defanthis doctoral dissertation can be

formulated as follows:

Implementing cluster policies produce organisationbdilemmas that generate side

effect pathologies.

And we defined three associated Research Quegtips):

RQ1l: What are the organisational dilemmas that canbe observed in the
implementation of the French cluster policy (the cae of HCPR)?

RQ2: To which extend do these organisational dilemas generate side-effect
pathologies?

RQ3: How can the knowledge of these pathologies befit to cluster policy

(implementation and evaluation)?
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Figure 1: Problem statement and Research Questions

6 Expected contributions

This thesis is expected to make several theoretioathodological and managerial

contributions.

Expected theoretical contributions: We wish to contribute to the new critical line of
research that urges academics to start focusirtheotilemmas of policy driven-clustetisat
emerge wheriransforming the theoretical cluster concept inb® tpolicy realm(Burfitt &
Macneill, 2008; Burfitt, et al., 2007; Ebbekink &agendijk, 2013; Swords, 2013). We wish
to contribute to the cluster policy literature hysf establishing a taxonomy of potential
cluster dilemmas and second by identifying the edysathologies. Second, by studying a
pathogenic case, we offer the academic communibtpla at an extreme case that will help
rethinking how a policy-driven cluster works, cam lmetter implemented and evaluated. The
studies of “black swans” are particularly importémtget new scientific conversations going
(Flyvbjerg, 2006).

Expected methodological contribution:We wish to contribute to the study of policy-drive
clusters from different angles. Previous reseaeshdiready shown that policy-driven clusters
have highly entangled actors (T. Weil & Fen Cho2§09) with competing strategic
objectives (Brachert, et al., 2011; Kiese & Wrol2911; Sellar, et al., 2011; Steinle, et al.,

2007). Our case study set-up will allow us to stufyPR from different angles (for example
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the operational team, the cluster members, or gbléicy-driven clusters of the region).
Second, we also wish to contribute to the systandérature review (SLR) methodology
(Denyer & Neely, 2004; Pittaway, et al., 2004; Treald, et al., 2003) that will be used in this

thesis to scan the cluster policy literature ineorith frame the literature of a nascent field.

Expected managerial contribution: We wish to contribute to theluster policy evaluation
literature (Bellandi & Caloffi, 2010b; Diez, 2001; Gallie, &tl., 2012; Raines, 2003;
Schmiedeberg, 2010; Soélvell & Williams, 2013), bgcdsing on the study of cluster
organisation effectiveness (Gallié, et al., 2014 wish to improve the evaluations that take
an “in the action” (Chanut, 2009) cluster policy evaluation approatte. hope to improve
the methodology and indicators of cluster policyalegtions by pinpointing the different
dilemmas of policy-driven clusters and the potdnpiathologies that emerge. The thesis
wishes to contribute to tHenanagement modeldf cluster policy evaluations (Gallié, et al.,
2014). On the other hand, we wish to contributehtcluster policy implementation field
(Burfitt, et al., 2007; Foray, David, & Hall, 201Nauwelaers, 2001). We will summarize the
different implementation dilemmas to help the owd® implement policy-driven clusters to

structure their reflections in a more systematicinga.

7  Structure of the thesis

Figure 2 presents the structure of the thesisddd/in three parts and nine chapters.

10
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Figure 2: Structure of thesis
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First part: Literature review

FIRST PART: LITERATURE REVIEW

This literature review is split in three chaptdrsthe first chapter, we embed this research in
an historical context, in order to highlight geroepés of the “cluster” notion. In the second
chapter, we focus on the most recent academiatiitex on clusters and particularly on the
cluster-policy literature: this allows us to reviethe dilemmas encountered when
implementing cluster policies. In the third andafirchapter of this literature review, we
identify research gaps and formulate the reseauelstopns that are empirically tested in this

thesis.

We use two different types of methodologies to emhdhis literature review. In the first
chapter, we mostly conductd@scriptiveandnarrative literature review as traditionally done
in the business and management fields (Denyer &yN&904). According to Denyer &
Neely (2004, p. 133) this type of literature revjefwdone wisely,“can provide the reader
with an overview of the different perspectives infield of study, including its key
methodological and theoretical traditiofisHowever, this type of literature review, when
done poorly, alsdrun the risk of only reflecting the reviewer’'s gective or position”
(Denyer & Neely, 2004, p. 133).

In the second chapter, focusing on the clustercpditerature, we apply a moy/stematic
literature review (SLR) methodology (Leseure, BauBirdi, Neely, & Denyer, 2004a;
Pittaway & Cope, 2007; Pittaway, et al., 2004; T®rHolt, Macpherson, & Pittaway, 2005;
Tranfield, et al., 2003). The main difference bedwea traditional descriptive or narrative
literature review and a SLR is that, in the lattéhe [investigation] process is reported
openly in the same way that empirical research ade” (Pittaway, et al., 2004, p. 480).
This exact description of the literature investigatprocessshould enable readers, whether
academics, practitioners or policy-makers, to detieie for themselves the reasonableness of
the decisions taken and the appropriateness ottmelusions”(Denyer & Neely, 2004, p.
133). We use a SLR approach to investigate thesotstate of the “cluster policy” research
stream not only to overcome any type of critics timgght be associated with a descriptive
and narrative literature review, but also to rermlarliterature review as useful as possible for

further research on this topic.
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Chapter 1: An archaeology of cluster research

Cluster research started to intensify in the 19806d then exploded in the 1990s. The
following historical review not only allows us tederstand the political and societal context
of the period but also the paradigm changes thppdreed during this time. If we wish to
better understand cluster research that startedeosify in the 1990s (see Figure 3) and then
exploded with governments implementing clusterges at the beginning of the 2tentury,

it appears necessary to turn back the clock foyez®s and understand what happened during
the 1980s. The events, discussions and publicatdrthis period still heavily influence

today’s governments and policy decisions.

Hereinafter, we give a brief overview of some of important cornerstones of this period:
economic growth, region and competitive advantddedertaking this “archaeological”
(Foucault, 1966 (1994)) work and discussing theegancontext that surrounded the
birthplace of modern cluster research is all theremoecessary as a cluster is a highly
systemic research object. Researchers who are rnats®l on a certain research object
sometimes lose sight of why they are actually foausn this particularly object. The object
thus becomes a mere theoretical object, with Igtheietal implications. A relevance gap
emerges (Mesny & Mailhot, 2012), something increglsi underlined by cluster policy
scholars (Kiese & Wrobel, 2011; R. Martin & Sunl@@03). However, cluster research was
born out of a specific societal context and witl thtent to perform a societal impact. If we
wish to go forward in improving the currently adegtcluster policies around the world, we
first have to understand again (and relearn) umdech context cluster research intensified
and cluster policies emerged. The following theoattjourney is a try to dismantle and
analyse the “thought-styles” (Fleck, 1935 (198()xre 1980s in order to understand why
cluster policies emerged. Even though we are nowelsembedded in a certain “thought-
style” we will try to show that a certain shift lggmed during the last 30 years of cluster
research and that we are now confronted with neallesilges compared to the 1980s and
1990s.

13
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Figure 3: Evolution of the articles published on ‘tusters’ (1962-2007)

Source: Cruz & Teixeira (2009, p.°3)
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2L ad Figure 3: Cruz & Teixeira (2009, p. 3) conddctieeir search in Business Source Complete and LEcon
databases (EBSCO), they identifidd940 relevant articles, they used following keyugr'cluster and
industry (thus considering these words’ derivations, suctclastering, clusterized, industrial, etc.), in
addition to some of their close-to-synonymous aqatscenamely agglomeration, external economies,
spatial concentrations, and industrial districts”
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1  Economic growth: the knowledge and institutional tuns

“Economic growth” is indeed a large and complexdfief researct, and not the central
object of our research. However, it is useful fanmagement scholars interested in clusters to
understand, at least schematically, the debates@momic growth — its indicators, theoretical
models and the role of institutions - that emergiearrtly before the “hype” of cluster research
began in the 1990s, and that subsequently ledustesl policies implemented by governments

around the world.

1.1 Economic growth: performed through indicators

When economists analyse the economic situatiofhg@althiness”) of a country, they look at
annual changes of different macroeconomic variadefor example household consumption,
export rate, import rate, private consumption, goreent’s financial balance, etc. (Lequiller
& Blades, 2006). However, the most important inthcaeconomist look at is the gross

domestic product (GDP) and its variations from pagod to the next®

For now exactly 70 yeas governments around the world constantly strivencoease their

GDP?. In order to increase a country’'s GDP, governnaenhorities have to find the “right”

policies to positively stimulate the economic asta@and consequently their outcomes.
Theories that explain what leads to economic growtbasured by GDP increase, vary over
time and, as we will see hereinafter, generally segue. A Harvard economist recently said
that economic growth remains a mysteéihat makes some countries rich and others poor?
Economists have asked this question since the afafgdam Smith. Yet after more than two

hundred years, the mystery of economic growth badeen solved(Helpman, 2004, p. ix).

2 |n case the reader is not an economist and a @aeieconomic growth theories, but interested iepéaing
its knowledge about it, we can recommend followiegdings: the undergraduate textbook of econonuuvidr
by Weil (2012), the graduate textbook of econonmimwgh by Barro & Sala-i-Martin (2003) and the handk
of economic growth by Aghion & Durlauf (2005, 2014)

Z3«GDP combines in a single figure, and with no daaibbunting, all the output (or production) carriedt by
all the firms, non-profit institutions, governmelnbdies and households in a given country duringiverg
period, regardless of the type of goods and sesvireduced, provided that the production takes @lasithin
the country’s economic territory (Lequiller & Blades, 2006, p. 15)

4 In 1934, Simon Kuznets (the chief architect of theited States national accounting system) predetfie
newly developed GDP measure to the American Corgiasl944, exactly ten years later, leaders ofallied
nations reunited in Bretton Woods and decided ®the GDP as the primary measure for economic drowt
(Costanza, Hart, Talberth, & Posner, 2009).

%5 We will not discuss in this thesis if the GDP fie tright indicator to measure the “healthinessaafountry.
See for example Costanza et al (2009) for an irdbirra discussion on this subject.
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Economic growth theories only enter reality whemythare somehow “performed” by
countries, governments and economic actors. Howeaxaery country is different so that
economic theories, developed on an aggregate Ieught turn out differently on the field.
Lucas (1988, p. 41) formulated it this wdy..] there is no one pattern of growth to which all
economies conform, so a useful theory needs alsafdture some forces for change in these
patterns, and a mechanics that permits these fot@wesperate.”In other words, economic
growth and all policy measures that go along witharie constantly confronted to our
“bounded rationality” (Simon, 1955) which limits s find the “absolute truth” and only
allows us to find the best solution under particeilecumstances.

1.2 Economic growth models: from exogenous to endogensu

Economic growth theories generally follow the cunfea life cycle: they are born, they
experience growth and a peak period, before thagt declining again to ultimately being
replaced by “better” growth theories (but sometimgesvth theories also experience revivals)
(for a discussion of the different waves see foamgle Barro & Sala-i-Martin, 2003;
Helpman, 2004; Maier & Toédtling, 2002; Snowdon, @P0During the peak period of an
economic growth theory, the academic community i@agrly concentrates on a few
mainstream models until an alternative theory gaimsugh momentum to start a new cycle,
putting a new economic growth model in the cenfrattention. Starting a new wave is a
difficult endeavour as following retrospective exflion of one of the fathers, Paul M. Romer,

of a new wave trying to introduce knowledge inte thodels shows:

“My greatest regret is the shift | made while warlfion these external effects models, a shift
that took me away from the emphasis on researctkaodledge [...] | am now critical of this
work, and | accept part of the blame. Looking backuspect that | made this shift toward
capital and away from knowledge partly in an attértp conform to the norms of what
constituted convincing empirical work in macroeconcs. No international agency publishes
data series on the local production of knowledgd award flows of knowledge. If you want
to run regressions, investment in physical capgal variable that you can use, so use it | did.
| wish | had stuck to my guns about the importaofoevidence [...].” (Romer, 1994, p. 20)

Hereinafter, we focus on two important economionghoparadigms that managed to impose
their worldviews on the academic community. The twaves under scrutiny happened
during the second half of the ®@entury: the neoclassical growth theories (alsteda
exogenous growth theories) mainly stimulated by dkoM. Solow (1956, 1957) and Trevor
W. Swan (1956) in the middle of the 1950s, and 8ary later, the endogenous growth
theories mainly stimulated by Paul M. Romer (198&&J Robert E. Lucas (1988).
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1.2.1 The neoclassical (or exogenous) economic growth nedd

In the neoclassical growth models there are thastofs that contribute to the long-term
growth of countries: capital accumulation, labonput, and technical progress (Maier &
Todtling, 2002, p. 64). This means, thstistained increase in real GNPmust be due either
to an increase in the quantity of capital and labhged in production or due to a more
efficient use of these inputs (e.g., technical @andrfganizational progress){Gilpin, 2001, p.
110). However, the neoclassical growth models do pa technical progress within the
equation of the model (i.e. technical progressoisam endogen factor of the model), but they
put technological progress outside of the model {echnical progress is considered to be an
exogenous factor of the model). This means, tha®&dow (1956, 1957)technology (unlike
capital and labor) cannot be observed or measuregctly” (Gilpin, 2001, p. 111), it is thus
not part of the model but the residual of the eiguat

The neoclassical growth theories are therefore len@bexplain why economic change or
innovation happens, the thedidssumes that progress in technology is producedamgiom
scientific and technological breakthrough¢Gilpin, 2001, p. 112). The incapacity of the
model to explain the reasons for technical progpessed with the fact that Solow’'s model
predicts declining growth rates in the long Yutieads to the conclusion that government
policies can do little to accelerate the long-terate of economic growth{Gilpin, 2001, p.
110).

This neoclassical (or exogenous) economic growtdehdominated scientific thoughts from
the 1950s up to the 1980s. According to Helpmar®420there were some exceptions that
tried to integrate explanations for technical pesgrinto their models (for example Arrow
(1962) or Uzawa (1965)) but for the majority of romists, technical progress stayed an

exogenous factor of economic growth that cannahbaripulated intentionally.

% GNP means “Gross national product”. However, GBIRd longer used and was replaced by GNI (or gross
national income). As already discussé@PP measures the total production occurring wittime territory”,
while “GNI measures the total income (excluding capitaing and losses) of all economic agents residing
within the territory (households, firms and goveemninstitutions).”(Lequiller & Blades, 2006, p. 18)

%" Solow's model predicts declining growth rates fie fong run. The model assumes thus that in thea#ind
nations will converge to the same level of develepm
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1.2.2 The endogenous economic growth model

What happened in the 1980s? Snowdon (2006, pp3Blisés a whole list of possible reasons
why economists finally accepted an endogenous ecmngrowth model, that considers

technical change as an internal factor and nohasxgernal residual. Snowdon (2006, p. 82)
mentions for example that there was an increasimgyeness that developing countries did
not seem to catch up with developed countries (Hungethey were meant to do according to
the neoclassical model), the availability of nevadsets, the collapse of the Soviet Union, as

well as other reasons.

Romer (1986) and Lucas (1988) initiated a conslderaevival of interest in economic
growth theories by introducing endogenous econogrmwth models that were finally
accepted by the academic community. Hereinaftarergt simplistic summary of the new

approach:

“[...] the new theory incorporates technological pregs and advances in knowledge as
endogenous factors within the growth model. Tedgiohl advance is considered endogenous
because technological innovations are the resultafscious investment decisions taken by
entrepreneurs and individual firms. Firms are assdno invest in research and development
activities for the same reasons that they invegitirer factors of production; that is, on the
basis of the expected profitability of the investmén effect, the new growth theory assumes
that knowledge, technology, and/or "know-how" cibmist a separate factor of production in
addition to capital and labour" (Gilpin, 2001, pp12-113).

Knowledge is thus only considered as an “officia€onomic factor, leading to economic

growth, for little less than 30 years.

Knowledge as a factor of production

The first major revolution that endogenous growtharies initiated was the integration of
knowledge as a third factor, next to capital anabia, in their economic growth models.
Lucas (1988) for example based its argumentatianilyeon the works of Jane Jacobs (1961,
1969). Jane Jacobs observed the city like an gmtlogist and illustrated with a multitude of
examples what happens on the sidewalks, parksyldicpspaces of cities. She gives a very
thick and detailed description of how a city woiksd her work was and still is a crucial
masterpiece for community and urban planners. €asan why Lucas (1988) comes back to
the works of Jacobs is because she describes @nyaillustrative manner how information
and knowledge is transported in a city. Jacobs X1 86edits this knowledge flow in the city
to the multitude of public characters, i‘anyone who is in frequent contact with a wide

circle of people and who is sufficiently interestied make himself a public character”
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(Jacobs, 1961, pp. 89-90). These public charabterand work within a city’s boundary and
it is through these public characters that inforamatravels easily*his main qualification is
that he is public, that he talks to lots of differ@eople. In this way, news travels that is of
sidewalk interest(Jacobs, 1961, pp. 89-90).

Lucas (1988) thus picks up the ideas and obsensatd Jacobs and integrates them into his
economic growth models. For him, capital and lakedone can no longer explain why cities
exist. He argues that if we consider that econators act in a rational manner, then they
would have no reason to stay somewhere where fambre expansive than somewhere else.
So for Lucas (1988) there must be another explamatihy economic actors stay within the
city and this explanation is the knowledge gain caie earn in a city compared to when being

outside of a city:

“If we postulate only the usual list of economiecks, cities should fly apart. The theory of
production contains nothing to hold a city togethArcity is simply a collection of factors of
production - capital, people and land - and landaisvays far cheaper outside cities than
inside._ Why don't capital and people move outsidenbining themselves with cheaper land
and thereby increasing profits? [...]. Cities are temed on wholesale trade and primary
producers, and a theory that accounts for theistce has to explain why these producers
are apparently choosing high rather than low costdes of operation. It seems to me that the
‘force’ we need to postulate account for the céntyke of cities in economic life is of exactly
the same character as the 'external human cagitadive postulated as a force to account for
certain features of aggregative development.” (L3)cE988, pp. 38-39)

Investments in knowledge thus play an importané feécause the more a firm invests in
knowledge, the more knowledge will circulate betwdbe economic actors at a certain
location. When a firm invests in knowledge, Romd©86, p. 1003) considers that
“knowledge cannot be perfectly patented or kepteseécilherefore,“the creation of new

knowledge by one firm is assumed to have a pos#xternal effect on the production
possibilities of other firms(Romer, 1986, p. 1003Yhere will always be externalities that
cannot be protected by a firm and therefore thestment in knowledge by one firm is

considered by Romer (1986) to have a multiplieeft.

The role of public policy in economic growth
The second major revolution of endogenous growdbriles is that it integrates the possibility

that the growth rate does not need to decline enlding run (as do the neoclassical growth

%8 We would like to alert the reader that there imajor difference between Jacobs (1969) and Ron@86|1
understanding under which circumstances these latgel spillovers occur (see for example Beaudry &
Schiffauerova, 2009). For pedagogical reasons, ulenat yet enter this debate but come back to gomt
when we will focus on the region.
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theories), meaning that in the end, there is aipiisg that countries do not converge to the
same level of development (Helpman, 2004):

“The new growth theory is important because_it piégnor even encourages the use of
government policies to increase the long-term @teconomic growth. [...] [it] assumes that
increasing returns to scale and positive investngmainomies can lead to an increased growth
rate, especially in high-tech sectors. [...] [additadly, it] suggests that government policies,
through promotion of increased national savings d@ndestment rate and also increased
support for R&D, can lead to a sustained highereraf economic growth” (Gilpin, 2001, p.
113).

This has of course an important impact on the palblic policies can play in economic
growth. Instead of being considered as “useleghenlong run” because all countries will
anyhow converge to the same level, they might #igtba a crucial indicator to differentiate
the economic growth patterns of countries. For gtamMorgan & Nauwelaers (2003
(1999)) underlined that even the World Bank changednind about State intervention in

order to foster innovation and economic growth:

“The state is_gradually being rehabilitated as acessary and legitimate agent in economic
development, after a period when it was denigratsgecially in the UK and the US, as a
'‘dead hand' on social and economic process. Thatstlate has a positive role to play in
promoting innovation and economic development wasemtly affirmed by no less an
institution than the World Bank, which in the phat been criticised for extolling the market
over the state and for downplaying the institutioaechitecture of market-based economies.”
(Morgan & Nauwelaers, 2003 (1999), p. $1)

Instead of being &ead hand”, the World Bank started thus to explicitly reconmulestate

intervention and to be danimator” of the emerging knowledge economy.

1.3 Economic growth: the rising importance of institutions

The discussions about economic growth during ttf8949vent hand in hand with a revival of
institutional theories, an important cornerstonéétter understand today’s cluster policies.
Hereinafter, we thus particularly concentrate oe tievival of institutional theories in
economics and their possible impact on economiwtir¢North, 1986, 1989, 1998) Romer

(1986) and Lucas (1988) were not the only onesatt time who wanted to overcome the

29 Morgan & Nauwelaers (2003 (1999)) refer to a shekat James D. Wolfenshon, the president of theléVo
Bank between 1995 and 2005, held during a Keyrqech at Peking University in 200Ve at the Bank fully
support this move towards embracing the potentidhe “Knowledge Economy” and see our role as aabyt,

a facilitator, a broker and a connector, positionatda major intersection in the network economyjraeting
global learning opportunities together with invesmh assistance for local development3ource:
http://www.polity.org.za/article/wolfensohn-implemég-a-global-partnership-for-poverty-reduction-
29052002-2002-05-29 (15/05/2014)

%0 For the time being we will not particularly focam institutional theories in economics treating I§6n
transaction costs (Coase, 1937, 1988; Commons,;1@8lliamson, 1973), or on institutional theories i
sociology (for example Gouldner, 1954 (1964); Skekn 1949) having impacted organization theories
(DiMaggio & Powell, 1983; March & Olsen, 1984; Me&y& Rowan, 1977; W. R. Scott, 1987).
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established growth theories, for example Matthe®36) or North (1986, 1989) had the
same endeavour. However, compared to economists Rikmer and Lucas, who were
particularly focusing on formal economic growth retsj economists like Matthews (1986)
and North (1986, 1989) had a more historical apgroa

The objective of North (1990, p. 3) was to apprecithe role of institutions in economic
performance“and to develop atanalytical framework to integrate institutional alysis into
economics and economic historyRorth tried, in a similar manner as Romer and Lutas
overcome the neoclassical economists by proposiathar explanation for economic growth
(North, 1989), this time the focus laid less on \klemlge externalities and more on

institutions.

North (1990, p. 3) defines institutions as theles of the game in a society’For North
(1990, p. 3), institutionsstructure incentives in human exchange, whethetiqal| social,

or economic”.More precisely, he underlines tH#fhey consist of both informal constraints
(sanctions, taboos, customs, traditions, and codads conduct), and formal rules
(constitutions, laws, property rights{North, 1991, p. 97). According to North, thesestrg
“rules of the game”differ from country to country and might explaimat economic growth
differs as well. For North, organizations are augrof individuals that pursue a common goal
and at the same time organizations are also th@saof the system that can change the
institutions. However, this change happénscrementally rather than in discontinuous
fashion” (North, 1990, p. 6). For North, compared to nesgilzal scholars, human interaction
is not optimal. So there has to be a third perbanh s$tructures the exchange, but not only for

disciplinary reasons.

Also for Matthews (1986, p. 915), institutions const themselves over time, step by step,
where every new step is influenced by the preveiap. However, Matthews (1986, p. 914),
compared to North (1990) is particularly reluctaegarding experimenting with institutions
on a national level. He particularly underlinest timgtitutions are very complefnuch more
complicated than appears on the surfaegfiich also means that may be quite difficult to
see why an institution has arisen and what purpasesirrently serves”.For Matthews
(1986) experimenting with these institutions wolddd to a@random walk” where one does
not know the end destination. Matthews (1986, ) Ainderlines that experimentation on a

single firm level would be finébecause it does not much matter for the economg asiole
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if it does not work” However, he is more reluctant to experiment witstitutions on a
national level;we have to recognise candidly that institutionalanges can easily lead in the
long run to results that are quite different frome@nded” (Matthews, 1986, p. 917).

North (1990) on the other hand underlines the ingmme of the State and according to him
the State should go beyond a simplistic Public Gddheory, which sees the State only from
a redistribution angle. However, North (1990, p) 880 points out that once a certain path is
taken this path is difficult to change @be network externalities, the learning process of
organizations, and the historically-derived subjeetmodelling of the issues reinforce the
course”. The choice to go in a certain direction mightstinave a huge impact. A mediocre
development might thus continue in a mediocre pHblese words are particularly interesting

to retain when discussing cluster policies.

A major cornerstone of the 1980s was thus thefrem exogenous to endogenous economic
growth theories and thus everything which goes @l@ focus on knowledge, knowledge
externalities, knowledge investment, the assumpti@t countries do not converge to the
same development level, and the increasing roleedited to institutions in economic
growth. Additionally this went hand in hand witrethise of institutional theories and the role
institutions, or more particularly the State, mighay in economic growth. We will see that
this development is particularly important when start discussing cluster policies in chapter
2. In the next section we will focus on another amant change: the emergence of the region

as an economic organization.
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2 The emergence of regions as economic organizations

Regional economics experienced a strong revivainduthe 1980s. Storper (1997, p. 3)
summarises this re-emergence as followli8pmething funny happened in the early 1980s.
The region, long considered an interesting topichistorians and geographers, but not
considered to have any interest for mainstream evessocial science, was rediscovered
[...]”. Even though, regional development was studied bganehers before the 1980s)at
was new was that the region was suddenly consideaseda “unit of social life in
contemporary capitalism equivalent to [...] markettates or families”and there was the
assumption that it might be “éundamental basis of economic and social life éafinass

production™ (Storper, 1997, p. 3). Again, in order to underdtaunat Storper exactly means
by “after mass production”and why the “region” emerged as a unit of analysithe 1980s,

we have to dig further down the history.

We first discuss in detail the seminal propositiaisViarshall on regions, then discuss the
revival of Marshallian industrial districts durirthe 1980s and finally focus on the most
emblematic cluster “role models” that were “credtawring this period.

2.1 The rise and fall of Marshall's industrial district

Even though the main focus of Marshall's work was specifically on clusters or industrial
districts, Marshall (1890 (1920)) is widely cited cluster studies because of his chapter:
“The concentration of specialized industries in feular localities”. In this chapter, he
describes his observation gained from studying &wdjk industrial organization at the end of
the 19" century. He observed that skilled and fortunatekexs often“gathered within the
narrow boundaries of a manufacturing town or a khycpeopled industrial district’(1890
(1920), p. IV.X.6).

Marshall draws five main observations of why theppens (see Table 2):
Knowledge circulationFirst of all he observed that knowledge circuldteshe air”
within these industrial districts, that new ideas anmediately passed on to other
manufactures and th&he mysteries of the trade become no myster{ps'lV.X.7).
Specialisation through division of laboufhe second important observation concerns

the economies of scale the individual manufactaegr make through the division of
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labour within an industrial district. When machinés expensive, he observed that the
different manufactures specialize in one task efwtalue chain, which allows them to
save money because they can use their machinegy effasiently at full capacity.

Pool of skilled workersThe third important point of industrial districagcording to
Marshall is the pool of skilled workers which atti& employers because they know
that they will find skilled employees at this locat, and which attracts more
employees because they know that they will easilty Work.

Physical conditionsThen Marshall also observes that some industr&tidis seem to
exist because the physical conditions (for examgdsy access, specific natural
resources) of the location are favourable for tfuistry.

Patronage of a courtThe “patronage of a court”is the last important point that
Marshall mentions and that according to him exm@aivhy industries locate in a
certain location. Under patronage of a court, hdewstands how kings, lords or other
important personalities have the power to “invitisans to locate in a certain
location. These rulers created in a certain matar@ficial” industrial districts where
they wished to have the industry sef’upAnother reason to deliberately set up an
industrial district was for example when the logatwas specialized in mining but did
not offer any other jobs, particularly for women arildren, which were not strong
enough to do the hard physical work. Marshall giesexample of Barrow, a village
known for its railway and mining activities, wheee textile district was set up
“deliberately on a large scale in order to give @ty of employment in a place where
previously there had been but little demand forwuek of women and children” (p.
IV.X.10).

1 Two concrete examples Marshall gives to underirebenefits thépatronage of a court”brought for the
different artisans in advancing their skilf§:..] the mechanical faculty of Lancashire is saidl be due to the
influence of Norman smiths who were settled at Wgton by Hugo de Lupus in William the Conquertirse”

(p. IV.X.4); “[...] the greater part of England's manufacturingduastry before the era of cotton and steam had
its course directed by settlements of Flemish ahdraartisans; many of which were made under thaéadiate
direction of Plantagenet and Tudor kinggg. IV.X.4).
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Table 2: Co-location: main advantages and reasonseording to Marshall

Topic Marshall’s observations
Knowledge “Good work is rightly appreciated, inventions anthprovements in machinery, |n
circulation processes and the general organization of the lessinhave their merits promptly

discussed: if one man starts a new idea, it isalp by others and combined with
suggestions of their own; and thus it becomes thece of further new ideas.” (189
(1920), p. IV.X.7)

(@]

Specialisation “The economic use of expensive machinery can sorestbe attained in a very high
through division | degree in a district in which there is a large aggate production of the same kind [../].
of labour For subsidiary industries devoting themselves gaobne small branch of the process|o

production, and working it for a great many of theeighbours, are able to keep |n
constant use machinery of the most highly speeidlharacter, and to make it pay its
expenses [...] and its rate of depreciation very ddp{1890 (1920), p. IV.X.8)
Pool of skilled “[...] a localized industry gains a great advantagerh the fact that it offers a constant
workers market for skill. Employers are apt to resort toygrlace where they are likely to find|a
good choice of workers with the special skill whitiey require; while men seeking
employment naturally go to places where there aamyremployers who need such skill
as theirs and where therefore it is likely to fimgood market.” (1890 (1920), p. IV.X.9

Physical “[...] such as the character of the climate and thail,sthe existence of mines and

conditions guarries in the neighbourhood, or within easy asdeg land or water.” (1890 (1920), p.
IV.X.3)

Patronage of a | “When an Eastern potentate changed his residencgthe deserted town was apt fo

court take refuge in the development of a specializedsinyg, which had owed its origin to the

presence of the court. But very often the rulerBbdeately invited artisans from a
distance and settled them in a group together."9(181920), p. IV.X.4)

Besides the advantages of co-location and the measbindustries to co-locate, Marshall

(1890 (1920)) also stressed the negative effectdbcation as for example the increasing
“ground-rents’ and the“competition for dwelling spaceWwithin the city limits which forced

a lot of companies to go to the suburbs of citiekodhe neighbouring regions. Additionally,

even though Marshall favours specialization for Wlealge spillovers, Marshall also points

out the high risk of a one-sided industrial spézagiorr*

“A district which is dependent chiefly on one inttyds liable to extreme depression, in case
of a falling-off in the demand for its produce, afra failure in the supply of the raw material
which it uses. This evil again is in a great measavoided by those large towns or large
industrial districts in which several distinct insliies are strongly developed. If one of them
fails for a time, the others are likely to suppibindirectly; and they enable local shopkeepers
to continue their assistance to workpeople in {£.890 (1920), p. IV.X.12)

Marshall was an influential economist of his timit not particularly for his works on
industrial districts. However, one century lateg,if one of the most cited authors in regional
research (Cruz & Teixeira, 2009). Today, reseakturdying clusters constantly retake his
observations just discussed and develop them furthethe following chapters we first
present why Marshall's observations experiencece\aval (during the mass production

period industrial districts and thus regions weog in the center of attention) and underline

%2 1n the second half of the 20th century, Detroil &8 automotive industry experienced exactly wiarshall
tried to alert about at the end of the 19th century
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the strong focus on his idea of “knowledge cirdolat within industrial districts, although,
criticized by Krugman (1991 (1993)).

2.2 The revival of industrial districts

For economists interested in institutions (Nortf989) and economists interested in
knowledge externalities (Lucas, 1988) it might haween the fight against neoclassical
theories that spurred their rebirth during the &r scholars interested in the region (be it
geographers, economists, political scientists) #tcs rebirth seems to be related to additional
explanations. According to Storper (1997), and thihat we discuss hereinafter, the
increasing interest in the “region” as a unit oélysis for economic studies might have been
initiated by a change in the production systemrgtiofor example underlines that in the
early 1980s the production system moved from a fpessuction system to ‘gost-Fordist,
flexible, learning based’system (1997, p. 4) and that in this process ‘fégion” was
suddenly (re)considered as‘fandamental basis of economic and social life€997, p. 3).
Hereinafter we discuss three important developmesgarding the region as a new unit of
analysis: flexible specialization, innovation amdbeddedness.

2.2.1 The region, a locus for flexible specialization

At the beginning of the ZDcentury the production system changed consideraitypared to
the production system of the 1 @entury and thus the time Marshall did its obstowaof
industrial districts in England. When Marshall weétrinciples of Economicg&L890 (1920)),
the production system was still mainly organizedriafts and so within one industrial district,
several different crafts participated in the prdducof a certain product. In other words, the
production system was based orivartically disintegrated, small-firm industrial syem”
(Rocha, 2013, p. 100).

However, at the beginning of the™@entury the craft production system was replaced b
mass production system that exploded after theoeMdWII. Piore & Sabel (1984) call this
change in production system at the beginning o2ffecentury, thefirst industrial divide”.
Instead of having predominantly vertically disimagd companies, the first industrial divide
lead to big vertically integrated companies whielvgd the way to mass production and mass
consumption. Vertically integrated companies haee different production steps assembled

within one company and are thus able produce aeased amount of standardized products
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in a much faster and cheaper way than before. @omipent example is the Ford Motor
Company founded in 1903. The mass production systérated mass consumption and led,
especially after WWII, to strong economic growthdawealth, known in France as “the

glorious thirty” or in Germany and Austria as treednomic miracle”.

However, this production system that procured iasireg wealth and nearly full employment
started to fall apart in the 1970s. Again it isfidiflt to pinpoint the exact causes of this
change (for example some important events of th®4:9end of the Bretton Woods system,
oil crisis, stock market crash). Jones (2007, ),18 business history scholar, for example
points out that at that momentrew global economyhas started to emerge and tHedm

the late 1970s, deregulation and liberalization natlated increased globalization.”
According to Jones (2007), this was accompaniet @hina’'s adoption of market-oriented
policies and opening to foreign investors in 197P” 150) one decade later by tHeollapse

of Communism in Russia and Eastern Eurofje”150) but also ataccelerating growth in
India” (p. 151). Finally, this opening up of boarders, edeilation, and liberalization

“resulted in significant geographical shifts in eemmic power”’(Jones, 2007, p. 151).

This geographical shift in economic power might dawlped China or India, but was
perceived as a threat by the western world. Inbéginning of the 1980s, American scholars
like Piore & Sabel’s (1984) perceived the econositcation as extremely gloom as this

introduction to their famous book calleéfhe second industrial divideshows:

“The times are troubled indeed when the good newamost indistinguishable from the bad.
Economic downturns no longer seem mere interruptionthe march to greater prosperity;
rather, they threaten to destroy the world marl@tswhich economic success has dependent
since the end of World War Il. Meanwhile, upturnera disaster without solving the problems
of unemployment and slow growth, which have beccmenic in almost all the advanced
countries._No theory seems able to explain receants, let alone predict what will happen
next.” (Piore & Sabel, 1984, p. 3)

Today, exactly thirty years later, the opening veoofl Piore & Sabel’'s book might be seen as
still very accurate. Has something changed? Onéefunching bags of the observed and
frightened economic decline in the 1980s was titgoa integrated company which was able
to produce at large scale for minimal cost, butohilwas perceived as not flexible and unable
to adapt to fast changing and increasingly demangjiobal) consumer tastes. Piore & Sabel

(1984, p. 6) identified two strategi&f®r relaunching growth in the advanced countries”
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The first strategy was builton the dominant principles of mass-production teclogy
(Piore & Sabel, 1984, p. 6). They argued that ie amishes to maintain this system, it
“requires a dramatic extension of existing reguigtanstitutions, including a redefinition of
economic relations between the developed and thela@ng worlds”(p. 6). However, for
them another additional promising strategg@s to go“back to those craft methods of
production that lost out at the first industriaMitie” (p. 6).

The second strategy, called by Piore & Sabel (198&jible specialization”,was thus in a
certain manner a modern version of the productiatesn Marshall already described at the
end of the 19 century. Instead of having one big vertically grted company, small-
specialized companies located in a certain regigghivbe more capable to compete in the
new globalized economy. Sabel (1984, p. 344) uideylthat“[...] there is a growing
consensus [...] that changes in the conditions ofpeadition in mass markets for standard
goods are a the root of the crisis, and that therientation of industry toward the production
of more specialized goods by more flexible techmietoand more skilled workers will be on

of the principal outcomes”

In the same stream of research, Christophersorstorger (Christopherson & Storper, 1986;
Storper & Christopherson, 1987) dedicated a whesearch stream to the role of flexible
specialization and the social and economic impatthis new mode of production and thus
confirmed the observation of Piore & Sabel. Chpsterson and Storper (Christopherson &
Storper, 1986; Storper & Christopherson, 1987)iqalerly focused on Hollywood’s film

industry where a vertically integrated studio sgstéi.e. production, distribution and

exhibition were combined under one roof) has pradated up to the 1980s but then shifted
to a vertical disintegration system. Storper & Gtapherson (1987, p. 115) underline that the
shift towards vertical disintegratiotonsiderably changed the importance of urban cgntre
According to thentflexible specialization creates powerful agglomgoa tendencies at the

regional level” (1987, p. 115andthat this is‘further strengthening external economies”

Also Allen J. Scott (1988a, 1988b), an Americanggapher and political scientist, focused in
his research on the impacts of these “new” flexfrleduction systems. Scott (1988a, p. 174)
called these production systems “new industriatepain contrast to the “rigid structure” of
“mass production”. For Scott (1988a, p. 174), thésew industrial spaces” are
“characterized by an ability to change process apabduct configurations with great
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rapidity” . Additionally, “they are [...] typically situated in networks of exnely malleable
external linkages and labour market relation. [.hey tend as far as possible to externalize
production processes by buying in services and ymtsdthat might otherwise by supplied
internally [...]” (A. J. Scott, 1988a, p. 174). The sectors in whiodse new production
systems were established experiencévigorous revival of entrepreneurial behavior,
renewed market competition and active technologioabvation” (A. J. Scott, 1988a, p.
174).

There are two particularities of Scott’s analyBisst, Scott already started to mention the role
of increased technological innovation in these “redustrial spaces” a topic of increasing

important in the following years. Second, instead concentrating on urban centres

(Christopherson & Storper, 1986; Storper & Chrisiegzon, 1987), Scott had a more regional
approach to these flexible production systems (Hnd4.989; Komninos, 2002), also an

approach that intensified in the following years.

However, we would like to underline that the fldeilproduction system “hype” was also
criticized. For example Gertler (1988) warns theesrch community of théperils of
generalization”.Gertler (1988) criticizes that a lot of researcimelon flexible specialization
bases its arguments on the automotive sector. Hanveccording to Gertler (1988) the
automotive sector was (already for the verticabgnated company) and will always stay a
specific case. Gertler (1988, p. 430) admits tisggnificant changes are happeningiut
argues that the flexible specialization is not sinimg completely new and challengéke
assertion that these changes are all-pervasive @edent a distinct break with the past and
the dawning of a new era of productionFor him it is just an“intensification and
development of historical trends established logg’a(Gertler, 1988, p. 430Additionally,
Gertler (1988, p. 431) warns thdhe flexibilization of the firm represents firghd foremost
an ideology to undermine the power and rigidityadfour so that firms can achieve greater

levels of current and future profitability".

At the same time as Piore & Sabel, Christopherso8té&rper or Scott started to focus on
flexible specialization and the new role of theioagn this process for companies also other
researchers started to focus on the role of themeip the economic system. However,
instead of having a pronounced flexible specialmatapproach, the focus laid more on

innovation.

29



First part: Literature review - Chapter one

2.2.2 The region, a locus for innovation

Besides the focus on flexible specialization, ggion was also increasingly considered as the
new locus of innovation. In the beginning of the8Q@9, several researchers started to

investigate this assumed relationship between iati@v and region.

Oakey et al (1980) studied if technological changees between the regions in Britain.
Their study showed that there exist regional vemmst of innovative activity. In this early
study, they concluded that this might be partiduldue to the variances on non-production
workers (or skilled workers). Some years lateramother study, Oakey (1984) went one step
further and investigated for example the impactarfous regional resources (as for example
finance, labour and technical information) on inaen in high technology SMEs located in
Britain and the USA. This time the focus laid pautarly on the role of government aid,

which was more developed in the USA than in Brifainhigh tech companies.

Another early researcher focusing on these questisnlaffe (1986). Jaffe (1986), who
studied if the R&D productivity of firms was incised if located next to other R&D intensive
firms or “technological neighbours”. Jaffe (198&)ncluded, based on American company
data sources, that this was the case for R&D interfems. However, firms with low own
R&D suffer from very strong R&D intensive neighbsur

These studies were important bricks to get thearebestream going. However, their visibility
was maybe weaker due to their scattered resulsoore regional data. Philippe Aydalot, a
French regional and urban economist, founded awoced®n that tried to bundle the
investigation efforts of researchers interestethis interplay between innovation and region.
In 1984, Philippe Aydalot founded a research groalfed the “European Research Group on
Innovative milieus” (“Le Groupe de Recherche Eumpésur les Milieux Innovateurs”,
abbreviation: GREMI). The particularity of this w&hown research grodpwas that they
set up a common methodology and studied a multicidegions with the same hypotheses,
the same criteria and the same questions (Matt@aé&cimabariés, 2006). This allowed a high

comparability of results and a certain “industsation” of the research question. The

% We think the GREMI example is a great “role modefiv research on such a complicated topic can be.do
Instead of pursing individual research agendasoicias sciences, we should much more often bundle ou
research effort to increase the quality and impdaiur findings. Also Porter (1990 (1998)) colladtad with
several research teams in order to conduct a eolitry study using the same methodology.
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objective of the GREMI was to studyhe relations between technical innovation and
territory” (Matteaccioli & Tabariés, 2006, p. 3).

Even though the title stipulates “European Rese&obup”, not only European research
teams participated but also North-American resetgams (Matteaccioli & Tabariés, 2006).
Instead of taking a “company” approach or a “te¢bgg’ approach to tackle the question of
how innovation emerges and gets fostered, the nd@dsegoup decided to take an explicit
“milieu” approach. The question among the GREMIdals (Aydalot, 1986; Aydalot &

Keeble, 1988; Camagni, 1991; Maillat & Lecoq, 1992aillat & Perrin, 1992; Maillat,

Quévit, & Senn, 1993) thus laid less on flexibledplisation or employment questions but

on how the local environment and culture stimulétesinnovativeness of the companies:

“Il s’agit de se demander quelles conditions exéres a I'entreprise sont nécessaires pour la
naissance de I'entreprise et I'adoption de l'inntwea. On considére que I'entreprise (et
I'entreprise innovante) ne préexiste pas aux ndicaux, mais qu’elle est sécrétée par eux.
Les milieux sont considérés comme des « poupomsnierd’innovations et d’entreprises
innovantes. Ce choix implique que les comportemeants/ateurs ne sont pas nationaux, mais
gu’'ils dépendent de variables définies au niveaal@u régional. L'accés a la connaissance
technologique, les injonctions d'un tissu indudfri@mpact de la proximité d’'un marché,
'existence d’'un pool de travail qualifié... Ce $da des facteurs d’innovation qui vont
déterminer sur un territoire national des zones mlas ou moins grande innovativité.”
(Aydalot, 1986)

The idea that the “region” plays an increasing rfolethe innovation process started in the
1980s together with the changes happening in eciangrawth theories and the orientation
towards a knowledge economy. During the 1990s réggonal innovation literature further
developed and lead to different innovation systiendture streams as for example national
innovation systems (Lundvall, 1992), regional inatien systems (Cooke, 1992), or learning
regions (Asheim, 1996; Florida, 1995). However, thap concept that is important to
understand in this context is the notion of “emisstitess”. The economic actors were
increasingly seen as embedded in a certain regioiedu that will lead them to be more

innovative.

2.2.3 The region, a locus for embeddedness

The last important concept that emerged during1®®0s and that is important for cluster
studies concerns embeddedness (Granovetter, 188&Heddedness put at the forefront the
role of sociology in economic reflections and thile role of humans - and human
interactions - in economic systems. Not only ecoistsnor geographers but also economic
sociologists tried to add their knowledge to thefpund changes that were happening during
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the 1980s. In the case of economic sociology, Semd{2003) for example puts forward that
economic sociology experienced maybe a revival doeexternal factors such as
Thatcherisn* or Reaganisf. Swedberg (2003) joins the list of different typsspolitical
and societal factors (see also Snowdon (2006) ah&d2013)) that try to explain this
intensification and renewal in economics, geogragamg sociology during the 1980s.
However, this research does not base its argun@mtah political or societal factors to
explain their “rebellion” or “revival’ of the 1980sbut on the criticism of neoclassical
thinking (or in the case of the regional econondissussion on the death of mass production

systems in developed countries).

Granovetter is considered as the father of the @oansociology revival (Swedberg, 2003).
Particularly due to his famous articleconomic action and social structure: the probler
embeddednesgGranovetter, 1985). In this article Granovette385) critics that there is no
“middle ground” to analyse social structure and relations. Hecés that social relations
are either‘oversocialized” by sociologists, that consider economic actor®hedient to the
dictates of consensually developed systems of namas values” (1985, p. 483), or
“undersocialized” by neoclassical economists, that consider econaetars as rational and
“atomized” individuals. At the contrary, Granovetter arguleattmost behavior is closely
embedded in networks of interpersonal relatiofi®85, p. 505) and that this would avoid to

undersocialize or oversocialize human actions:

“The embeddedness argument stresses [...] the roleoofrete personal relations and
structures (or "networks") of such relations in gedting trust and discouraging malfeasance.
The widespread preference for transacting with vidlials of known reputation implies that
few are actually content to rely on either generadi morality® or institutional arrangement$

to guard against trouble.” (Granovetter, 1985, 20}

It is thus this embeddedness in a social networichwhuilds trust and which might impact
the economic outcome of the individual. Granovet&so criticizes institutionalists like
Williamson (1973), because the question shouldceatre on markets or hierarchies but on
embeddedness of the economic actor. For Granoyvetlgimg only on explanations of the
institutional framework;'discourage[s] the detailed analysis of social stture” which he
considers as thikey to understanding how existing institutionsiged at their present state”
(Granovetter, 1985, p. 505¢ranovetter concludes his article with encouragiagiologists

% Prime minister of the United Kingdom from 19791@00.

% President of the United States from 1981 to 1989.

% Granovetter uses “generalized morality” in refeesto his thoughts about “oversocialization”.

37 Granovetter uses “institutional arrangements’eiierence to his thoughts about “undersocialization”
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to start debating again the role of human actiongdgonomic domains. He believes that
“there is a place for sociologists in the studyemonomic life but that their perspective is
urgently required there’and that‘sociologists have unnecessarily cut themselvés$rom a

large and important aspect of social lif§Granovetter, 1985, p. 507).

During the twentieth century, sociology was foroad time considered as thscience of
leftovers” and as'a pseudoscience that had nothing to offer [to emwoists]” (Granovetter,
1990, p. 89). However, the re-emergences of newtutisnal theories, also stimulated
sociologists like Granovetter to participate againthis scientific debate and the new
economic sociology was born, re-integrating humetora and their exchanges in the core of
economic debates. According to Swedberg (2003,4p, tBie basic approach of the new
economic sociology is that tieore economic phenomena should be analyzed wihhtHip

of sociology” and that three approaches are particularly helpftihis endeavourtnetwork
theory, organization theory, and cultural socioldgyrhese different approaches are used to
analyse“economic organizations” which is not to be understood as a firm, but‘the
organization of whole economie$2003, p. 53). One of these economic organizatawagor
example industrial districts (Swedberg, 2003). Tdhdt of thought is similar to Becattini’s
(1979) thoughts. Already at the end of the 1970scaini (1979) wrote that in order to
understand the particularity of industrial disticthe“unit of analysis” had to shift from the
“single firm” to the“cluster” level (characterized byinterconnected firms located in a

small area”y*®.

To sum up, the 1980s also experienced an imporéantal of the role of social interactions
in economic discussions. Besides, understandingrdlee of knowledge externalities and
institutions for economic growth, sociologists adated to concentrate as well on the
embedded human interaction to explain change aodoatic development. Finally, the
region experienced a revival as a locus of whdrihase observations seem to take place.

2.3 The stabilisation of regional “role models” in the1980s

In this last part, we focus on two regional “roledels” that emerged during the 1980s. The
Italian economist Sebastiano Brusco (1982) andAimerican political scientist AnnalLee
Saxenian (1983), started to focus on the econongianization of regions. However, instead

% according to Brusco (1990, p. 14).
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of primarily focusing on the changing productiorstgyn or solely on the role of innovation
and embeddedness, Brusco’'s and Saxenian’s focdsmare on observed performance
differences between regions and the wish to exglecauses. By doing so, they underlined
the superior economic performance of these regaoidscreated two role models that are still
seen as the main examples why we are implementusgec polices today. Even though
10 000 km apart, not only Brusco (1982) and Saxe(l®83), but a range of economists,
economic sociologists, economic geographers antiigadlscientists scrutinized these two
regions during the 1980s: California (in the Unit@dtes of America) and Emilia-Romagna
(in Italy). The common denominator of both regiomss a superior economic performance
compared to other regions in the respective camtiven though the explanations that were
put forward and the angle of analysis are sligtifferent, both regions served as major role
models in the subsequent cluster “hype”. We think important to focus on these two role
models when discussing cluster policies, as elesngfntheir success were subsequently tried
to be replicated in other regions (with more owsslesccess). We will first focus on Emilia-
Romagna (and its ceramic industry) before discgs€ialifornia (and its semiconductors

industry in Silicon Valley).

2.3.1 Emilia-Romagna: The third Italy

Emilia-Romagna, just beneath Italy’s Northern regiogained in fame because of its superior
economic performance and better resistance tesdndhe 1970s and 1980s (Brusco, 1982).
The region is part what scholars named the “Thiatl/I*°. The term “Third Italy” was first
coined® by Bagnasco (1977). The main characteristics ef“tthird Italy” were the“dense
networks of flexible, strongly related, small anddwm-sized firms in craft-based industries
[...] in a number of specialized industrial distrittsThe industrial organization of the “Third
Italy” thus stood in sharp contrast to ttiadustrial heartland of the North”(First Italy;
vertically integrated companies specialized in masgluction), and thé&backward South”
(Second lItaly) (Boschma, 1998, p. 1). Several suBdried to describe and understand the
special characteristics that made the success afiaHRomagna and the “Third Italy”
(Becattini, 1979, 1990, 2002; Brusco, 1990; Caped®00; Putnam, 1993; Pyke, Becattini,
& Sengenberger, 1990; Trigilia, 1986).

% Several important writings of the period were oplyblished in Italian language. For example thekbob
Bagnasco (1977) discussing the “Third Italy”, oe #irticle of Becattini (1979) discussing the indasdistricts
of Northern Italy. Due to our lack of Italian, wadto read secondary literature in order to undadstheir
writings. The secondary literature on which we baiseargumentations is mentioned in the footnotethat the
main text is not overcharged with citations.

4% according to Brusco (1990)
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Becattini (1979), one of the major scholars stugytime “Third Italy”, studied it through the
lens of the works of Marshall (1890 (1920)), anthiss one of those who initiated the revival
of Marshall's observations to analyse modern indistlistricts™®. However, the focus of
Becattini (1979) (and others studying the regiaayl Imuch more on théhistorical and
territorial-specific sociocultural factors” to explain the regional particularities. This is
different compared to Marshall (1890 (1920)) whal diot pay much attention to these
factors. However, the major common denominatohefEnglish industrial districts at the end
of the 19" century and the Italian industrial districts ae tand of the 20 century is this
particularity of small firms specialising in a cart tasks, and the localised division of labour

for production.

Becattini (1990, p. 38) defines an industrial distas “a socio-territorial entity which is
characterized by the active presence of both a aamitgnof people and a population of firms
in one naturally and historically bounded arealh this definition of industrial districts,
Becattini (1990) mentions several important congeptrst, Becattini (1990) underlines the
importance of dcommunity of people’in the region. For Becattini (1990, p. 39), a “dbo
community is a community with &elatively homogeneous system of values and views”
Second, Becattini (1990) mentions thatpmpulation of firms” has to be present in the
“historically bounded area” For Becattini (1990, p. 39), the different firmmsthe region are
not installed thereaccidentally. He argues that as the population ilwhsf represent a
“localised realisation of a division of labour’the firms are not only attracted Bpre-
existing localising factofsbut are ‘rooted in the territory”(1990, p. 40)To understand this
strong connection with the territory, Becattini 909 p. 39) argues that one has to understand

the historical development of the region.

These arguments go hand in hand with the arguneéiRsitnam (1993), an American public
policy researcher who conducted an in-depth stddwenty Italian regions. The particularly
of this study was that in 1970, Italy simultanegusstablished 15 ordinary and 5 special
regions. This represented a unique opportunityrésearchers to investigate the birth and
development of new institutions. The central quesbf Putnam’s research wasvhat are

the conditions for creating strong, responsiveg@ff’e representative institutionsPPutnam,

“! according to Brusco (1990)
2 according to Rocha (2013, p. 98)

35



First part: Literature review - Chapter one

1993, p. 6). The main condition he identified asc@l for effective representative institutions
was strong “social capital” in the region. For Ratn(1993, p. 167), social capital can be
described asfeatures of social organization, such as trustrms, and networks, that can
improve the efficiency of society by facilitatingoodinated actions” This for example also

includes"norms of reciprocity and networks of civic engagat” (1993, p. 167).

A good example of Putnam’s (1993) social capitabtly is the Emilia-Romagna Region. One
of the particularity of the Emilia-Romagna Regiomsathat“the Italian Communist and
Socialist parties had an absolute majorit§Capecchi, 1990, p. 28) in the Region after WWII
up to the 1980s. Several studies were particulatirested in this political dimension that
might explain the success of this Region (Brusc@82] Trigilia, 1986). The governing
Communist party in Emilia-Romagna was for examplvaly helping the local companies
to get started, co-ordinating associations forltdoal artisans or providing day-care centres
for children so that women can work (Capecchi, J9%®br example this included the
establishment of a ceramics cefitrim the region, or the provision of a centralisedvice
regarding“information [...] [on] patents, and foreign markets{p. 32), the provision of
professional training or the help to start co-opers with universities. However, all this help
was not rigid but very flexible and tailored to tiheividual needs of the companies. Capecchi
(1990, p. 32) underlines th&he point to stress about these undertakings artfexibility
[...]. Flexible specialisation of the production stst was taken as a model also in the area of
services to the firms'This was very helpful for training the local emreneurs and helping
them to survive but also created a common spirdgragrthem.

Another reason, next to the regional social capitat might explain the strong solidarity
among the local population might have been theaounsness (or readiness) to join forces in
order to survive, not against a global threat, huhational threatThis “common”
management of industrialisation in Emilia-Romagnas hhad a “common enemy”, the
national government which, being Christian-Democtets traditionally supported the large

enterprises of the north and threatened the faesodf Emilia”(Capecchi, 1990, p. 28).

From an organizational theory point of view thedtdleness” of organizational members is

often discussed in change management articles (#aki® Harris, & Mossholder, 1993).

3 For information: the Emilia-Romagna region is spkzed in ceramics.
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Readiness is defined &he cognitive precursor to the behaviours of erthesistance to, or
support for, a change effort{Armenakis, et al., 1993, pp. 681-682). In an argational
context change managers need to influence theantrgtional members’beliefs, attitudes,
and intentions regarding the extent to which changee needed and the organization’s
capacity to successfully make those changasihenakis, et al., 1993, p. 68 pplied to the
Emilia-Romagna Region, we could say that the rupagties have successfully managed to

influence the population’s readiness.

2.3.2 California: Silicon Valley

The industrial organisations of two areas in Caltifa were particularly investigated during
the 1980s: Silicon Valley and its semi-conductatustry (Miller & Cote, 1985; Rogers &
Larsen, 1984; Saxenian, 1983, 1990, 1991, 1994)Huwitywood and its motion picture
industry (Christopherson & Storper, 1986, 1989; g0 & Christopherson, 1987). We
already discussed the Hollywood and its motionypecindustry in the flexible specialization
section. In this section we will now focus on Siic Valley. We will see that the
circumstances of Silicon Valley’'s performance faane (slightly) different compared to the

Emilia-Romagna Region in Italy.

Silicon Valley is located in the Northern part cdlfornia, more precisely in the southern part
of the San Francisco Bay Area. The history of 8iid/alley is very rich thus we will not
summarize it in detail (see for example Rogers &ska, 1984; Saxenian, 1983, 1994; T.
Weil, 2010). Hereinafter, we will just point to thmost important developments that we
consider relevant for the subsequent developmestuster policies that try to replicate the
Silicon Valley model.

Santa Clara County, the part of the Bay area wéie® Valley is located today, was still a
“peaceful agricultural valley”in 1940, but by 1970the region had gained international
fame as [...] the capital of the semiconductor istty and the densest concentration of ‘high
technology’ enterprises in the worldSaxenian, 1983, p. 7). The question is what haggpen
in-between? As in the Emilia-Romagna region, thigipal environment of the epoch played
an important role in the industrial growth of thegion. However the reasons were much
different. At the end of WWII and the beginning thie Cold War, the government of the
United States of America decided to invest a caraiole amount of money in university

researchto develop war-related technologiegSaxenian, 1994, p. 11). The two universities
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that benefited most from these subsidies were tlasskichusetts Institute of Technology
(MIT) in Eastern Massachusetts (on the East caastl Stanford University in Northern
California (Saxenian, 1994). The cutting edge medeawhich was done thanks to these
investments, spore the development of technicdlsskind therefore the development of
human capital. This again attracted companies amidted new firm formations (Saxenian,
1994). Compared to the Emilia-Romagna region, tmmmétion of the Silicon Valley was not
due (at least in the beginning) to a regional gonent providing associational help and
training for local companies. In the Silicon Vallejhne government help was targeted to

university research that triggered firm attraction.

However, even though Silicon Valley and Route “42&ceived research subsidies, their
respective starting points and developing path®wet at all the same (Saxenian, 1994). The
Route 128 was already a successful and establisiiedor technological innovation before
the government started its research investmentdle wiie area of Silicon Valley was an
agricultural region (Saxenian, 1994). The total Eyment in the high technology sector
(Figure 4), or more particularly in electronic caoments and semiconductors firms (Figure
5), differed considerably. Silicon Valley was sfdir behind in numbers of high technology
jobs during the 1950s. However, this changed in19@0s, when Silicon Valley took the

incontestable lead until today.

Figure 4: Total high technology| Figure 5: Employment in electronic
employment components and semiconductor firms

Source: approximately adapted from Saxenian (19®burce: approximately adapted from Saxerjian
p. 3) (1994, p. 79)

“ For a detailed case study of Route 128 see Dorf{r283)
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Saxenian (1994) tried to explain the differenceswvben these two regions in order to
understand the cause that lead to these differemélopments. One the one hand, she
underlines thatboth Stanford and MIT encouraged commercially ated research and
courted federal research contract§3axenian, 1994, p. 12). However, one the othed lsae
points out thatMIT’s leadership focused on building relations tvigovernment agencies
and seeking financial support from established tedeics producers”while “Stanford’s
leaders, lacking corporate or government ties agreeasy proximity to Washington, actively
promoted the formation of new technology entergresed forums for cooperation with local
industry” (Saxenian, 1994, p. 12).

The relationship between the universities and thaall industry were thus substantially
different in the two regions. While the MIT, cloge Washington, focused on official
connections with government agencies and big eskedal companies, Stanford knew that the
distance to these established companies and Washimgs too far (Saxenian, 1994). The
pioneers of Silicon Valleysaw themselves as outsiders to the industrial ttads of the
East” (Saxenian, 1994, p. 29). This distari¢acilitated experimentation with novel and
productive relationships’(1994, p. 27) and creatéd more flexible industrial system, one
organized around the region and its professional &chnical networks rather than around
the individual firm” (Saxenian, 1994, p. 30)Collaboration, mutual help, informal

relationships, openness and no secrets were thepranises of this local culture.

On the other hand, for the firms situated at Rdl28, there was no urgency to change
something because they were the leader in techigcalognovation and so th&echnology
enterprises adopted the autarkic practices andcstmes of an earlier generation of East
Coast businesses(Saxenian, 1994, p. 59). The local culture comthas before and was
characterised bysecrecy and territoriality ruled relations betweandividual and firms,
traditional hierarchies prevailed within firms, ancelations with local institutions were
distant — even antagonisti¢Saxenian, 1994, p. 59). This had as a conseguémat“the
regional economy remained a collection of autonosn@mterprises, lacking social or

commercial interdependencieg3axenian, 1994, p. 59).

There are certain similarities between Silicon ¥aland Emilia-Romagna. Emilia-Romagna
knew that they are disadvantaged as the governmaimly focused on the “First Italy”. The
consequence was that they created a common coltuneitual aid and exchange, similar to
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Silicon Valley. In both cases, there was an undsglynderstanding that in order to succeed,
they really had to battle together and try sometmaw; there was a “readiness” of the local
population to create a common culture. Besides dbiemon feeling of being an outsider,
Silicon Valley and Emilia-Romagna have not that mut common (see Table 3). Silicon
Valley focuses on the high technology industry #mel government particularly helped with
research funding. Emilia-Romagna is characterisgd ab craft based industry where
government intervention mainly deals with formings@ciations and training. Also Porter
(1990, p. 73) mentioned thatompanies gain advantage against the world’s lmeshpetitors
because of pressure and challeng&he importance of this “outsider” feeling in order
generate a strong local culture and economic grawipht be an element of particular
importance for cluster policy studies.

Table 3: Differences and similarities between Silan Valley and Emilia-Romagna

Silicon Valley Emilia-Romagna
Craft based industry X
High technology industry X
Government helped mainly in the X
form of research subsidies
Government helped mainly in the X
form of associations, professional
training
“Outsider” feeling because of Route 128 “First Italy”
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3 Therise of (regional) competitive advantage

In the 1980s, besides the reconsideration of tistieg growth theories and the consideration
of the region as a crucial element where the ecgnisnerganised, the 1980s also represent
the birthplace of modern strategic management,thedctreation of the notion “competitive
advantage” at the firm, regional or national lewvglMichael Porter (1985 (1998)).

The writings of Michael Porter heavily influencedngpanies and strategic management
research (Barney, 1986, 1991; Huggins & lzushi,120dut also governments around the
world in their quest for competitiveness (Lundeg@is?ower, 2002; McDonald, et al., 2007).
The central idea of Porter’s work conceftise nature of competition”(Huggins & lzushi,
2011). In order to understand Porter’s theorissciitics and the differences compared to the
scholars discussed so far we have to understangriBoparticular “thought-style” (Fleck,
1935 (1980)) which is somehow different to the $afwalready discussed. Porter at the
beginning of his career had a strong company appr@apoint of differentiation compared to
the other researchers already discussed. HoweweterPsuch as the authors we already
discussed also tried to overcome neoclassical esmnthoughts (Aktouf, Chennoufi, &
Holford, 2011)

In 1999, a poll conducted among Strategic Manageér8eniety members elected Porter as
“the most influential strategic management schoteser the previous twenty-five years”
(Huggins & lzushi, 2011, p. 1) and even though é&oiinfluenced governments and
businesses around the world like maybe nobody bisesesearch was criticized by a large
number of scholars (for example by geographersgV&tin & Sunley, 2003; Swords, 2013),
by business scholars (Davies & Ellis, 2000; Dunnib@93; McDonald, et al., 2007), or by
policy scholars (Motoyama, 2008)). Hereinafter wdl wy to explain this ambiguity,
understand these critics and why he neverthelessageal to become the guru of
competitiveness clusters. We split this sectioncompetitive advantage in three different
parts: First we present the birth and developmémarter's business approach to clusters,
then we discuss the meaning of competitivenessefgions and nations, and finally we focus

on the critical voices against Porter and naticoahpetitiveness.
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3.1 The birth of Porter’s business approach to clusters

In the preface of Porter’s first book he wrote that research situatéat the intersection
between the mainstream economic research in indlistrganization and the preoccupation
of research in business administration with proldenf the managerand that he believes
that “innovative research and teaching in both economacgl administration will benefit
greatly from exposure to the other's territoryPorter, 1976, p. xi). Using concepts and
theories form other disciplines is considered agiaf to facilitate the production of new
knowledge (Greckhamer, Koro-Ljungberg, Cilesiz, &ayds, 2008; Schmidt, 2007) and
Porter is definitely somebody who did it in an extiely successful manner (see Porter,
1981). Porter wasf...] the first author to bring together [...] indusil organization
economics and strategic manager — in order to pteva better discussion of the strategic
choices made by firms{Aktouf, et al., 2011, p. 76). However, he did rstbp at the
intersection between industrial organization ecoiesrand strategic management. In his later
works he also transcended the barriers versus stongeography or regional science
(Huggins & lzushi, 2011). As we already saw withnfey (1994) it is difficult to impose new
ideas and theories within one discipline, doingatoss different disciplines is even more
complicated as the worldviews, vocabulary, or methogies vary and simply being
understood is already a challenge. The four mdktential books of Porter are “Competitive
Strategy” (Porter, 1980 (1998)), “Competitive Adtege” (Porter, 1985 (1998)), “The
competitive advantage of nations” (Porter, 19909@)» and “On competition” (Porter,
1998d). However, the two earlier books (1980 (199885 (1998)) stand in contrast to the
two later books (1990 (1998), 1998d). Table 4 hrisbmmarizes the evolution of Porter’s
idead®.

%> For a more detailed discussion of Porter’'s work aae recommend following book: Huggins, R. and H.
Izushi, Eds. (2011). Competition, competitive adege, and clusters: the ideas of Michael Porterfof@x
Oxford University Press.
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Table 4: Evolution of Porter’s ideas on competition

The competitive

Competitive Competitive advantage of On Competition
Strategy (1980) Advantage (1985) nations (1990) (1998)

g/lnilllr;lsei:el of Industry Firm Nation Region
Cross-industry Differences in the Lack of a convincing

Observation variations & Intra- | translation of generi¢ explanation of a Clusters enhance
industry variations in strategies into nation’s influence on| productivity
profitability actions its competitiveness
What factors What are the source
determine the How does a firm put| of high levels of
attractiveness of the generic strategiesproductivity and

Ke industries for long- | (cost, differentiation,| long-run

ugstions term profitability? & | focus) into practice | productivity growth | na

q What is the source of in order to create achieved by a
intra-industry competitive nation’s successful
variations in advantage? internationally
profitability? competing firms?

- Value a firm

) . creates stems from
éﬁzﬁgtjg?rteg“al N1 (1) the many discrete
determine)é by the activities it performs

. in designing,
g\c/):alefgtrlxzsstrength of producing, Identification of four | The concept of
- Profit potential of marketing, sets of determinants| clusters helps to
firms is%etermined delivering and of national capture important
by a firm'’s ability to supporting products;| advantage: firm linkages,

Results (i/) analvze the y (2) its ability to strategy, structure | complementarities,
sourcesyof each of identify and map and rivalry; demand | and spillovers of
the five forces; (2) those activities and | conditions; related | technology, skills,
find a osition,in the to put them in and supporting and information that
industP where it car accordance with the| industries; factor cut across firms and
best deyfend itself chosen strategy conditions industries
against competitive | . %Ut overall
forces or influence | ' ustry structure
them in it's favour (flve forces) has an

" | impact on value
creation
Goal for firm: profitability Gr%?jlufgtzvri]tatmnal or regional economies
Competitive | Measurementcomparing receipts and costs b Y o
performance | Type financial measure Measurementoutput produced per unit inpd
measurement| Improvement througtfor example pricing Type physical measure . -
strategies Improvem_ent throughtechnical efficiency on
technological progress
Cluster(already at

Framework Five Forces Value Chain Diamond the core of the

diamond)

Disciplines Industrial Economics, Strategic mana emeI dustrial Economics, Strategic managems

P ' 9 9EMEIE -onomic geography, Regional science

Audience firms and industries governments and policy makers

Source: based on the first chapter of Huggins &he(2011, pp. 1-22)
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For the time being it is important to underline tthhe main level of analysis varies
considerably between the different books. While firee book concentrates on an industry
level, the second book digs down on the compangi |eke third book takes again a broader
view by focusing on the nation, and the last boaks ddlown again, but this time not to
analyse firms but regional advantages. Each offdbe books is associated with one main
concept: the five forcésconcept to analyse an industry (Porter, 1980 ()99Be value
chairf’ concept to analyse firms (Porter, 1985 (1998), dramoné concept to analyse a
nation’s advantages (Porter, 1990 (1998)) and thster concept to further develop the

diamond model on a regional level (Porter, 1998d).

The audiences of these books are not the saméeldirst two books Porter particularly

focused on firms and industry, in order to giveoremendations for managers. In the last two
books, the focus laid more on governments and ypohekers. This also changed Porter’s
views regarding the role of innovation and cooperafsee Table 5). Innovation is only

treated as a marginal feature in the first two Isowkile being one of the central elements for
competitive advantage in the last two books. Al role of cooperation is not really treated
in the first two books, but is, like innovation, anportant element in the last two books,

particularly regarding knowledge exchange (Hugdirigushi, 2011).

Table 5: Porter’'s major contradictions

Competitive Strategy (1980) & The competitive advantage of nations

" (1990) &
Competitive Advantage (1985) On Competition (1998)
Role of is only a marginal feature in the proposed| very important, creates competitive
innovation tactics advantage

Role of
cooperation
Source: based on Huggins & lzushi (2011)

very important, creates competitive

no role, sole focus upon competition advantage; coexists with competition

According to Porter (Porter, 1985 (1998), 1990 @)9competitive advantage for a firm

signifies not the same as for a nation or regidre goal for a firm is profitability measured

“ porter’s five forces (1980): threat of new entsaibtensity of rivalry among existing competitotisteat of

substitute products, bargaining power of buyerstzardaining power of suppliers

47 Porter's value chain (1985): isolation of nine egairies of activities; four support activities ifir
infrastructure, human resource management, tecpaevelopment, procurement) and five primary aibtis

(inbound logistics, operations, outbound logistiogsrketing and sales, services)

“8 Porter's diamond (1990): firm strategy, structamed rivalry; demand conditions; related and suppgrt
industries; factor conditions
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by comparing receipts and costs. It is thus a firdrmeasure that can be improved through
for example pricing strategies. The goal for a grathowever is productivity measured by
output produced per unit input. The national prdigity measure is more a physical measure
that is improved through technical efficiency ocheological progress. This progress and
efficiency can be gained by innovatio# nation's competitiveness depends on the capacity
of its industry to innovate and upgradéPorter, 1990, p. 73). The ideas on innovation and
technical progress are in vogue at the end of 8884, as we have already seen with Romer’s
(1986) and Lucas’s (1988) discussions on the inapog to integrate “technological change”
or Aydalot’s (1986) discussion on innovative mikeu

Hereinafter we will now dig deeper into the devetmmt of Porter’s view on the productivity
of nations and regions, which is particularly imjaot for cluster researchers. For this we will
discuss the rise of the competitiveness’ notiormtd?@ advisory role in Ronald Reagan’s
government in the 1980s and the difference betwsenparative advantage (Ohlin, 1933;
Ricardo, 1817 (1821)) and competitive advantageatibns (Porter, 1990 (1998)).

3.2 The competitive advantage of regions and nations

Besides the changes happening on a research atidgb@phere during the 1980s, we have
to recall that the economy was also more and mimogging during the 1980s. Economic
growth and regional competitiveness was not incir@re of attention during the period after
World War 1l up to the 1970s because the economghéndeveloped countries was doing

well. However, this started to change in the 19t$ was strongly visible in the 1980s.

The discussed changes had a strong impact on hiimnalacompetitiveness was perceived in
an increasing globalised world. Krugman (1994, @) Zalls it the “rhetoric of
competitiveness” or “competitiveness metapholri the beginning of the 1990s, Krugman
wrote that‘the view that, [...], each nation is ‘like a big qooration competing in the global
marketplace’ - has become pervasive among opimaddrs through out the world1994, p.
29). An illustrative example of the influence ofstticompetitiveness” quest on politician is
for example the establishment of &dvisory committee on industrial competiveneds/
Ronald Reagan in 1983.
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3.2.1 An opportunity to apply the notion at national levd

In 1981 Ronald Reagan (Republican Party) succeéuoedhy Carter (Democratic Party) as
the 40iest president of the United States. Begmoirthe 1980s the economic situation of the
United States was very gloom, which was one of rémsons of Carter's defeat in the
America’s presidential elections of 198DsThe election of a republican president went along
with profound changes regarding the direction ofefican policy (Duiker, 2009). Instead of
continuing to promote a social welfare state, Reagansiderably cut spending in social
areas, cut taxes and invested heavily in milit&yiker, 2009). Even though his approach is
considered as conservative and in opposition t@aboelfare policies, this did not mean that
Reagan believed in deficit reduction (as conseregtarties might do today). Instead, Reagan
considerably increased the American deficit in otderelaunch the econom$in 1980, the
total government debt was around $930 billion, 988, the total debt had almost tripled,
reaching $2.6 trillion” (Duiker, 2009, p. 173).

Retrospectively, an important initiative of RondRkeagan was the establishment of an
“advisory committee on industrial competivenedgsee

Annex 1 for more detail). Ronald Reagan explairfedrole of the committee as follows:

“l charged the Commission with advising me and rdgnmistration on ways to strengthen the
competitiveness of U.S. industry. This nation'siggt competitive advantage in the past were
ideas that helped America grow. We need to puptiveer of ideas to use again, for the good
of our future. [...]._To sustain high rates of re@lomomic growth, we must continue to create
new "miracles" of high technology - miracles bath ihnovation and for modernization of the
major areas of our economy in manufacturing, adtime, and services. The Commission
members | am appointing today are distinguishedldées from large and small businesses,
from labor, and from academia. [...]. The Commissidihfocus its attention on [...]:

- ldentifying the problems and opportunities foe fhrivate sector to transform new knowledge
and innovations into commercial products, serviees] manufacturing processes.

- Recommending policy changes at all levels of gowent to improve the private sector's
ability to compete in the international marketplaaned to maintain and create opportunities
for American workers>

49 Americas economic situation in the 1970s and 1980w period from 1973 to the mid-1980s was one of
economic stagnation, which came to be known asflatagn - a combination of high inflation and high
unemployment. In 1984, median family income wase8emt below that of 1973. The economic downturn
stemmed at least in part from a dramatic rise ihpoices [...] By 1980s, the Carter administration svéacing
two devastating problems. High inflation and a peéible decline in average weekly earnings wereingus
perceptible drop in American living standard¢Duiker, 2009, p. 173)

* Source: Ronald Reagan: "Executive Order 12428siBent's Commission on Industrial Competitiveriess,
June 28, 1983. Online by Gerhard Peters and JohrnWdolley, The American Presidency Project.
http://www.presidency.ucsb.edu/ws/?pid=41529 (asmed5/05/2014)

°l “Statement on Establishment of the President's iBission on Industrial Competitiveness”, August 983.
Online by Gerhard Peters and John T. Woolley, ThemeAcan Presidency Project.
http://www.presidency.ucsb.edu/ws/?pid=41678 (asmed5/05/2014)
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The committee had as objective to find new waygdnerate economic growth in order for
the USA to succeed in the future. The emphasif©i®@fcommittee should particularly lie on
the identification of problems and opportunitiesasd| as the recommendation of policies. In
1983, one of the academic scholars that was amgbbyt Ronald Reagan to participate in this
advisory committee on industrial competiveness Mahael Porter (1985 (1998)). In 1985,
the commission published a final report nani€bbal Competition - The New Realit}?
and particularly emphasized the lack of investmentpolicy frameworks in four areas:

technology, capital resources, human resourcesdghational trade.

In 1986, John A. Young (president of the Hewlettl#md Co) who also chaired Reagan’s
initial committee on industrial competivenesdecided to found the“Council on
competitiveness®. Retrospectively, Ronald Reagan initiated a nafioreflection on
competitiveness that still prevails today. Toddys tcouncil on competitiveness is a non-
governmental organization and similar to the tin@s Reagan’s initial idea includes
“corporate CEOs, university presidents, labor leesland national laboratory directors”.

™54 \which tries to ensure America’s

The council wishes to be ‘gowerful ‘brain trust
prosperity in the future. In order to become mendifehis elite circle one has to be invited,
however once invited to the network, the Councihthership gives access to all important
policy makers ranging from national to regionalde\Additionally, the membership allows to
be invited to policy dialogues and conferences.hdet Porter, nearly thirty years later, still

occupies a place in the executive committee of@wmisncil on competitiveness.

For Porter, the appointment to Reagaraslvisory committee on industrial competiveness”
had an impact on his subsequent ideas and thoubswritings of Porter from the 1980s
onwards are influenced by this quest for natiormahgetitiveness something he considered
was not accurately grasped at that time (Porté&Q1L9he participation of Porter in Reagan’s
advisory committee on competitiveness has helped &$ well to increase his already

existing notoriety to become one of the most inflied policy advisors in the world.

*2 The final report “Global Competition - The New Msd of the commission on industrial competitivesse
was published in 1985 and can be accessed here:
http://www.wedc.wa.gov/Download%20files/Global_Cogtipon-The _New_Reality.pdf (accessed 15/05/2014)
%3 See: http://www.compete.org/ (accessed 15/05/2014)

** See: http://www.compete.org/ (accessed 15/05/2014)
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3.2.2 From “comparative advantage” to “competitive advaniage of nations”

Porter, stimulated by its participation in Reagar@dvisory committee on industrial
competitiveness, more and more criticized the damtirviews of “comparative advantage”
(Ohlin, 1933; Ricardo, 1817 (1821)). Porter (199073) particularly criticizes thédthere is

a growing tendency to experiment with various pedicintended to promote national
competitiveness — from efforts to manage exchaaigs to new measures to manage trade to
policies to relax antitrust”. He argues that these experimeritsually end up only
undermining [competitivenessand that insteathew perspective and new toolgire needed
(Porter, 1990, p. 73). Very simplistic, he argueatt‘We need to know, very simply, what
works and why. Then we need to apply (Rorter, 1990, p. 73).

However, Porter also tried to overcome a certaterdanistic body of thought. According to
Porter (1990 (1998), intro.), in“anodern global economy®&very country has its future in its
hands, nevertheless which resources it possesse$einbeginning. This means that
“prosperity is a nation's choice”and that‘competitiveness is no longer limited to those
nations with a favourable inheritancgPorter, 1990 (1998), intro.)nstead‘nations choose
prosperity if they organize their policies, lawspdainstitutions based on productivity”
(Porter, 1990 (1998), intro.)

It is the national productivity, th®nly meaningful concept of competitiveness atrthgonal
level” (Porter, 1990 (1998), Ch. 1, Sec. 2), that hasetstionulated and increased in order to
generate more wealth. Porter identified four soairok competitive advantage (commonly
known as the diamond model): (1) factor conditi(®), firm strategy, structure, and rivalry,
(3) demand conditions, and (4) related and supmprtidustries. Each of these four sources is
increasingly present in the four stages of nati@aahpetitive development that he identified
as well (see Table 6). The first stage of nati@mwamhpetitive development is factor-driven, the
second stage investment-driven and the third simgevation-driven. According to Porter
(Porter, 1990 (1998)), it is this innovation-drivestage that, according to Porter, that
generates the greatest wealth and that countriesldsistrive for. However, as soon as a

country enters the wealth-driven stage it is danfjragain.

Porter completely reinterpreted the comparativeaathge (Ohlin, 1933; Ricardo, 1817
(1821)) debate. First, for Porter (1990 (1998)ptamn still matters besides a shrinking world

and globalization. Second, nations do not haveeteal a comparative advantage to challenge

48



First part: Literature review - Chapter one

their “competitors” but “simply” create their owrtdmpetitive advantage”. In the centre of
this idea lies the cluster concept, for Portdre basic unit of analysis in understanding
national advantage’(Porter, 1990 (1998), Ch. 10). Finally, if we tkim the mind frame of
organisational scholars, Porter might be closarganisational learning scholars (Argyris &
Schon, 1978; Nonaka & Takeuchi, 1995) than to pafjmr ecology scholars (Hannan &
Freeman, 1977, 1989 (1993)).

Table 6: Porter’s stages of development intersectealith his sources of competitiveness

Sources of competitive advantage (Diamond model)
Firm strategy, Related and
- Demand :
Factor condition | structure, and i supporting
. conditions ; .
rivalry industries
Basic factors are
1. Factor- the essential
driven source of
advantage
Basic factors Motivation of Size and growth
2. remain an individuals and | of domestic
Investment- advantage; more | firms is high; demand
driven advanced factors | domestic rivalry | becomes an
are created is intense advantage
Demand
sophistication
Sta.ges of Advanced and becomes an
national o :
. specialized factors advantage; Related and
competitive : . ! )
3. Innovation- | are created and | Firms develop | domestic supporting
development . i . . ; .
driven upgraded; global strategies| demand begins | industries are
selective factor internationalizin | well developed
disadvantages g through a
nation’s
multinationals
Cumulative past Demand
investment in advantages
4. Wealth- . Motivation falls, | narrow to .
. factor creation . Clusters thin
driven . rivalry ebbs present or past
persists as an
wealth-related
advantage ) .
industries

Source: based on Porter (1990 (1998), Ch. 10,8ec.

Porter started to develop its cluster concept snbibok on the competitive advantage of
nations (Porter, 1990 (1998)) and further refinkd toncept the following years (Porter,
1998a, 1998b, 1998c, 2000a, 2000b, 2001, 1998derP&r Stern, 2001). Generally Porter
(Porter, 1998c, p. 78) defines clusters “astical masses - in one place - of unusual

competitive success in particular fields”

More precisely, Porter (1998b, p. 215) defines ustelr as da geographically proximate

group of interconnected companies and associatstitutions in a particular field, linked by
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commonalities and complementaritie$he geographic scope of a cluster can take pialti
forms, ranging'from a single city or state to a country or evematwork of neighbouring
countries” (Porter, 1998b, p. 215). However, the boundariea oluster are defin€tby the
linkages and complementarities across industries iastitutions that are most important to

competition” (Porter, 1998c, p. 79).

According to Porter (1998b, p. 215), the actorghaf cluster vary butmost include end-
product or service companies; suppliers of spergliinputs, components, machinery, and
services; financial institutions; and firms in réda industries.”Next to these core cluster

actors, clusters also count a range of additioctars. Such as

“firms in downstream industries [that is, channelscustomers]; producers of complementary
products; specialized infrastructure providers; gavment and other institutions providing
specialized training, education, information, res#g and technical support [such as
universities, think tanks, vocational training piders]; and standards-setting agencies.
Government agencies that significantly influencelaster can be considered part of it.”
(Porter, 1998b, p. 215)

Between 1998 and 2001, th€ouncil on competitivenessfaunched, together with Porter
and his consultancy group Monitor“@lusters of Innovation”initiative®. This initiative had
as objective to investigatthealthy regions”, “to map” them and based on these findings
“develop the right policy recommendationgPorter, 2001, p. ix)The assumption was, that
“competitiveness and innovation are concentratectlusters, or interrelated industries, in
which the region specializegPorter, 2001, p. ix)So in ordeffor a nation“to produce high-
value products and services that support high wads”, governments have ttcreat|e]
and strengthen[...] these regional hubs of competitess and innovation(Porter, 2001, p.

iX).

For example, in order to support healthy clusterd eegions, the report (Porter, 2001)
recommends to implement an explicit cluster develept program to raise awareness among
the local actors, to specifically recruit companiiesthe region after analysing the existing
value chain and its gaps, or to detect opportungiethe intersection of different clusters to
further enhance growth. Also national, regional bowél governments need to implement the
right policies, particularly focusing on innovati@md encouraging cluster development, to

further strengthen the regional and national coitipetess.

%5 Source: “Council on competitiveness” website (ttpvw.compete.org/publications/detail/220/clustefs
innovation-initiative-regional-foundations-of-usropetitiveness/) (accessed 06/05/2014)
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The clusters of innovation initiative catapultedrtéo to one of the most wanted policy

advisor in the world as this citation nicely sumines:

“From the OECD and the World Bank, to national goweents such as the United Kingdom,
France, Germany, the Netherlands, and New Zealanggional government agencies, and to
local and city governments (including various U&tes), policymakers at all levels have been
eager to receive his advice. [...] [But also] an ergdag array of developing countries in
Asia, Latin America, the Middle East, and Africa][.vie for his expertise in economic
development policy” (Huggins & lzushi, 2011, pp4)3-

The particularity of Porter's approach was thatiepped the different actors of a cluster like
he did for the different functions of a companye(tbalue chain) (Porter, 1985 (1998)) in
order to determine the missing chain elementsefeéigion and the potential dangers to create
an endogenous competitive advantage. However, dnierilan “mapping” approach stays a
relative static approach. For example he recommdratSregions should [...] identify gaps
within clusters, and seek to attract companiesiltotfem” (Porter, 2001, p. xvi). Porter,
analysing the wine cluster in California and mappthe different local actors and their
linkages, called this representatitime anatomy of the California wine cluster(Porter,
1998c, p. 79).

To summarize, Porter, at the end of the 1980s amukdded in the though style of his time,
advocated that every country could take into hishdwand the creation of its competitive
advantage. He underlines thahe most important sources of prosperity are cezhtnot

inherited” (Porter, 2001, p. x). According to him, governmauthorities at every level need
to foster the “right” elements in order to passthe next stage of national competitive
development (from the factor-driven stage to theowation-driven stage). At the centre of
Porter’s reflections on national competitivenessds the concept of “productivity” that can

only be sustained in the long run by continuousvation:

“The only meaningful concept of competitivenesghat national level is productivity. The
principal goal of a nation is to produce a high arising standard of living for its citizens. The
ability to do so depends on the productivity withickh a nation's labor and capital are
employed. Productivity is the value of the outpatdpced buy a unit of labor or capital. [...]
Sustained productivity growth requires that an ewog continually upgrade itself. [...] [A
nation's companies] must finally develop the caliigbito compete in entirely new,
sophisticated industries.” (Porter, 1990, pp. 7677

In the end of the 1980s we thus observed a shdfinff‘comparative advantage” to
“competitive advantage”. Governments around theldvarere eager to start creating their

own “competitive advantage”. The end of the 19803 beginning of the 1990s were thus a
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paradigm change of how to consider competitivenessvever, as we will see in the next
section, this shift also created strong criticigrosn plenty of scholars.

3.3 Competitiveness and its emerging critics

The increased worldwide competition (Thurow (192293)) compares it to a chess pfay)
was increasingly debated by policy makers and aunadealike. For example, Krugman
(1994, p. 29) stresses that during this timMfevhole industry of councils on competitiveness,
“geo-economists” and managed trade theorists hasisg up in Washington”all trying to
help the USA gain the competitiveness race of thé@ntury. Additionally to the rise of
competitiveness advisors, the establishment ofolallcompetitiveness index also reflects
this new development of “competitiveness thinkiadg'the national level. Since the 1979, the
World Economic Forum (WEE) publishes an annual competitiveness report armk 2004
the WEF also introduced a global competitive indeEach country started to strive for its

competitiveness by implementing policies to redsh“tnnovation stage” of development.

Today we even rank regions like companies (seeel@plCEOs such as local and national
authorities strive for the same objective: creatmgpvation within their defined boundaries.
However, this quest for national competitivenessalso firmly criticized out of several

reasons.

% See Krugman (1994) for a list of bestsellers anglobal competitiveness race of this time

" The WEF is a foundation that allows worldwide emmic and political leaders to exchange on the ecino
options of the planet. Porter regularly particigatethe discussions of the WEF.

8 The WEF, similar to Porter’s definition, definesnepetitiveness as‘“aet of institutions, policies, and factors
that determine the level of productivity of a cayht(WEF, 2011, p. 4). The index used for the rankimg
composed out of three components: (1) basic regeinés (e.g. infrastructure, institutions, macroecoit
stability, health, primary education), (2) efficgnenhancers (e.g. Higher education and traineahrtological
development, size of the market, financial marletatopment, efficiency of the market), and (3) ivetion and
sophistication factors (e.g. business sophistioatidhe weight attributed to each of these comptmegaries
according to the degree of development of the aguithe index attributes a higher weight on innavatand
sophistication factors for highly developed ecoresnthan for less developed economies. Today th@ mai
underlying paradigm is that innovation leads tohieigproductivity, which again will lead to higheealth. The
global competitive index allows the WEF to rank thajority of all nations (142 nations in 2011) aating to
their respective “competitiveness”.
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Table 7: Top ten most innovative companies and regns in Europe

Rank [Companies (Country}® Regions (Country§*
1. |ARM Holdings (UK) Stockholm (SE)
2. |Pernod Ricard (FR) Vastsverige (SE)
3. |Danone (FR) Oberbayern (DE)
4. |Essilor International (FR) Etela-Suomi (FI)
5. |Reckitt Benckiser (UK) Karlsruhe (DE)
6. |Diageo (UK) Stuttgart (DE)
7. |L'Oreal (FR) Braunschweig (DE)
8. |Beiersdorf (DE) Sydsverige (SE)
9. |Dassault Systemes (FR) Ile de France (FR)
10. |Technip (FR) Ostra Mellansverige (SE)

Source for company ranking: Sharf (2012), Sourcedgion ranking: Hollanders (2006)

3.3.1 The critic of competition between territories

For example, Krugman (1994, p. 29) underlines thistcompetitiveness race leads countries
to compete with each other like companies (Krugni#94). For Krugman (1994, p. 29)
“thinking in terms of competitiveness leads, dihgeind indirectly, to bad economic policies
on a wide range of issues, domestic and foreigrethdr it be in health care or trade(p.
30). Additionally he warns thdtcompetitiveness is a meaningless word when appiced
national economies and the obsession with comypatiéiss is both wrong and dangero(g’
44). Also Delaplace (2011) and Gaffard (2008) artinae it would be dangerous to think that
territories and regions are in competition to eaitter.

3.3.2 The critic of blindness on knowledge and innovation

Krugman (1991 (1993), p. 54) also firmly criticizéte increased focus on local knowledge
spillovers and the ignorance that other locatiatdies might be more important. He describes
this increased blindness and focus on only one typdocation factor as falling in a

megatrends’ style of thought”’He might have been right but was not able tocvoe trend
that already started.

%9 Ranking criteria for companie$the Innovation Premium is a measure of how musfesiors have bid up the
stock price of a company above the value of itstie business based on expectations of futurevaine
results (new products, services and markets). Mesriifethe list must have $10 billion in market dafization,
spend at least 1% of their asset base on R&D ane Is&@ven years of public datglittp://www.forbes.com/ -
accessed: 18/04/2013)

% Ranking criteria for regions: The ranking is based seven indicators (for a detailed explicationttod
calculation see (Hollanders, 2006)): (1) Human Reses in Science and Technology, (2) Participaitiolife-
long learning, (3) Employment in medium-high angjthitech manufacturing, (4) Employment in high-tech
services, (5) Public R&D expenditures, (6) Busine&® expenditures, (7) EPO patent applications
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Twenty years later, Shearmur (2011b), in a cert@ingmannian manner continues this
criticism. The cluster policies’ that were implentesh at the end of the §0century and
beginning of the ZLcentury, based on Porter’s ideas, strongly focutoal buzz, networks
and knowledge but rather ignore other agglomerdtotors, equally important for creating
innovation. For Shearmur (2011b, pp. 1238-1239), omer to maintain or create
“proximities” between local actorphysical infrastructure and basic services (sueh air
transport, highway maintenance, hotels, etc.) als aequired”. He argues that by only
focusing on‘intangible resources such as governance, netwoaks, knowledge'the hoped
positive outcomes of policy-driven clusters miglat the happeningShearmur, 2011b, pp.
1238-1239).

Today, for plenty of politics but also academiecsiavation and networking are at the core of
cluster policies. For example Capron (2011, p. 10@derlines that‘cluster policy is
considered as one of the main strategic priorif@mssuccessfully promoting innovationNot
surprisingly, a range of researchers automaticéily to address the innovation and
networking issue in their research endeavours {eee@xample (Cumbers, Mackinnon, &
Chapman, 2003; Huggins & Johnston, 2009; Mans, Alde, Van der Valk, & Hekkert,
2008; McDonald, et al.,, 2007)) and generally fotess on other important agglomeration

factors.

3.3.3 The critic of regions as closed systems

Nations and then clusters were somehow more ane cmrsidered as closed systems that
can be managed in order to increase their comatigiss (Shearmur, 2011a). These
developments lead to the belief, that if nationslosters are organised in the “right manner”,
they can climb up the ladder to reach the innowvatioven stage and competitive advantage
as defined by Porter (1990 (1998)). However, thHesed system thinking is strongly
criticized (H. Bathelt & Dewald, 2008; Rugman, 19%hearmur, 2011a).

For example, Rugman (1992) firmly criticized a studBorter (1991) conducted on the
Canadian economy. Porter (1991), scrutinizing trenadian economy by applying his
diamond model, concludes that Canada is weak“daveloping global competitive
advantage” as it is still mainly specialized in resources.céi@ing to Porter's stages of
national development thinking, resources belonthédold economic order’which will not

allow a sustainable long-term growth. However, Ragm(1992) argues that Porter's
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arguments are incorrect because the diamond mamkd dot take into account that each
nation is highly interlinked with other nations artdat this is not at all taken into

consideration in the diamond model:

“[...in order] to become globally competitive, Canadi managers need to design strategies
across both the U.S. and Canadian diamonds. Theg t® benchmark decisions on a North
American basis, not just a Canadian one. Yet Pasggcts this approach [...]. Porter's old-
fashioned, naive and politically mischievous viempis inconsistent with Canada's support of
the free trade agreement, tax reform, constituticeaewal and other economic, social and
political measures aimed at improving, the climfstedoing business in a Canadian economy
that is interdependent with a that of the U.S.” gian, 1992, p. 59)

Shearmur (2011a) such as Rugman (1992) arguewtbgt Bation or cluster is integrated in a
broader regional and national system and therefecessarily interlinked with other systems.
One regional system might for example be the hglpiand of another regional system. For
Bathelt & Dewald (2008, p. 163), Porter createdoafgsion of the concept because he
applied it“to the competitiveness of both national industpnbles and inter-linked regional

industry networks”

Additionally, according to Porter, an important reent of every cluster to compete
internationally is to possess a local value ch&aincase one important chain element is
missing, entrepreneurship should be fostered tg fiia hole. However, some researchers are
completely opposed to this value chain view. Thaults of McDonald et al. (2007, p. 46)
who analysed clusters in the UK show tftaat there is no strong evidence that established
local supply chains are significantly associatedthwiinternational competitiveness.
However, they identified thdthere is a link between established local supphaios and
employment growth’but at the same time they underline thhis need not be a strong
indicator of long-term regional competitivenesstamms of international competitiveness”
(McDonald, et al., 2007, p. 46). According to thesults, supporting a complete value chain
within a closed system might bring an employmerawgh in the short-run but not an

international competitive position in the long run.
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4  Summary of chapter one

Figure 6 summarizes graphical the different elesmeldcussed in chapter one. On the one
hand, the research sphere of the 1980s was chazadtdy the paradigm shift of economic
growth theories (focus on knowledge and institigjponthe change of production, an
increasing role attributed to the region as a plabere the economy is organized, and the
shift from comparative advantage to competitiveaadage. On the other hand the political
and societal sphere was characterised by the gpehime Chinese market and the end of the
cold war, the start of a power shift of economic¢ivaty, the oil crises, the abandon of
Keynesian economics with the arrival of Thatchet Reagan, and the rise of the computer
and the Internet. The two spheres were, in a cert@nner, characterized by antagonistic
developments: increasing globalisation, global graéon and economic liberalism vs.
increasing regionalisation and institutionalism.

Figure 6: Timeline of events 1980s

%1 The computer was elected by Time Magazine as #hine of the year in 1983 (Time Magazine, 1983).
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The 1980s witnessed three major shifts in the rebesealm that constitute important

elements for the birth of cluster studies. The nubfferences are summarized in Table 8.

Table 8: Summary of research shifts during the 1989

From To
Focus on| - Neoclassical (or exogenous) econoric Endogenous economic growth models.
economic growth models. Focus on labour and capitgal Focus on labour, capital and knowledge

growth - Institutions play a minor role in economic Institutions play a role in economic growitk
growth

Focus on| - Region plays a minor role during the mass Regions play a role in the post-mass

regions production era. production era (innovation & flexible

- Embeddedness in social networks plays specialization)
minor role on the economic outcome of the Embeddedness in social networks

individual. influences the economic outcome |of
individuals
Focus on - Prevailing concept to discuss natiomal Prevailing concept to discuss national
competitive | success: comparative advantage success: competitive advantage
advantage | - every nation has its own relative advantageevery nation is master of its destiny and if it
compared to competitors, the objective is| twishes to increase its wealth has to strive|for
identify this relative advantage innovation

The first important shiftconcerns how economic growth is perceived. Uph® 1980s
neoclassical (exogenous) economic growth modelsrdied. The main focus was on labour
and capital while institutions played a minor rolgom the 1980s onwards, endogenous
economic growth models emerged. The focus not lamntlyon labour and capital but also on
knowledge. Additionally, institutions started t@plan increasing role in economic growth.
The second important shiftoncerns the new discovered role of the regiormrririguhe mass
production era regions did not play a major rold also the embeddedness in social networks
was not considered as an important element toaseréhe economic outcome of individuals.
However, this changed during the post-mass prooiuera or the knowledge economy where
innovation and flexible specialization gained inpntance. Innovation and knowledge was
now considered to be embedded in regions with deeseorks.

Thethird important shifis regarding national success. The prevailing ephap to the 1980s
was comparative advantage, where the credo wasvergt nation has its own relative
advantage compared to competitors. The objective wadentify this relative advantage.
From the 1990s onwards the prevailing concept soudis national success was competitive
advantage, where every nation is master of itsrdeand if it wishes to increase its wealth

has to strive for innovation.
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During the last 25 years, the cluster concept sowetook on a life of its own. Swords
(2013) for example recently tried to study the tdudegitimization process in the UK. By
mobilizing Latour’s actor-network-theory, Swordspéins that it was a back and forward
process of actors criticising the new trend buttm other hand legitimatizing it through the
increased concentration on the phenomenon. Onrteehand, it was the interplay between
“academics” that “act[ed] as consultants”’and“helped legitimize and reproduce clusters”
and the academics wtibeavily critiqued the concept(Swords, 2013, p. 380). On the other
hand, it was the interplay between the central gowents that wanted to create
competitiveness and the regional acttibeund by central government to foster [clusters]”,
even though thewere not alwaysconvinced of clusters’ efficacy(Swords, 2013, p. 380).
Swords (2013, p. 380), underlines that the clustarcept“gained size and strength as

clusters were simultaneously promoted and critiqued

In this chapter we tried to underline that everutifothe cluster concept experienced a strong
legitimization process, a great distance emergéwdmn the beginnings of the study of the
cluster concepts and the recent developments. Adwias between Romer’'s or Luca’s
economic growth theories, Porter's cluster idea hisdmapping approach and finally two
neighbouring regions trying to “build” clusters. &tvhole idea to reach economic growth and
competitive advantage by focusing on regions entedgeing the 1980s. Since then, a longue
road was travelled and governments around the wund establish policy-driven clusters on
their territories (Motoyama, 2008; Swords, 2013nv&nments currently believe, be it in
developed countries or developing countries, thalicp-driven clusters are the key to
competitiveness and economic growth (OECD, 200Q9P0However, little is actually
known about these initiatives (foreword of Mich&elrter in (Sélvell, et al., 2003, p. 5)). The
literature on cluster policies and initiatives cargd to the economic or geographic cluster
literature still stays in the background (Sword€13). One has the feeling that the
accelerating political and managerial reality oustérs, is drifting apart from the academic
reality on cluster research. The drift between ap@ds and policy makers and cluster
managers is often related to the fuzziness of lilgar concept in itself, enclosing too many
different objectives, not knowing to which regioreitity it should be applied. The static
mapping approach and the focus on the structurehwRorter even calls “the anatomy”
(Porter, 1998c, p. 79) of a cluster has become m@amic approach with managerial
challenges. In the next chapter we will now focustbe dilemmas and pathologies that

emerge by implementing policy-driven clusters.
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Chapter 2: Dilemmas and pathologies in policy-driven clusters

In the 2F' century, policy-driven clusters have completelyeesd the policy realm. They
have become @uzz word” for policy-makerqLundequist & Power, 2002, p. 699). Having
policy-driven clusters on its territory was suddenbnsidered to be important for creating
“healthy regions”, and hopefully regional and national competitivseAhedo (2004, p.
1099) for example underlined that even regionali#tiy associations suddenly changed their
name“from ‘Interest Groups' to 'Cluster Organizatiohsas it was considered that th&an
easily function as 'cluster-organizationsfi order to fostef'collaboration and cooperation
between firms and other related actorgiowever, some argue that governments were and
are just‘riding the wave of new regionalist fashiongSwords, 2013, p. 369) and that all the
hype is just aftavor of the month(Doloreux & Shearmur, 2009, p. 526) instead of shgw

real results.

Clusters were long-time considered as tkBeonomic weapons of a country{Aziz &
Norhashim, 2008). However, policy-driven clustere aomehow'often poorly designed”
(Aiginger, 2007, p. 297) and are not always keepipgwith their “natural” counter-parts
(Doloreux & Shearmur, 2009, p. 526). Cluster pekcstarted to be more and méuvader
fire” because they are not reaching the expected gealsekink & Lagendijk, 2013). The
general malaise regarding the results of policyadriclusters seems more complex than the
criticisms on Michael Porter we already discussed. that competitiveness applied to
territories creates competition between territqri@scertain blindness on knowledge and
innovation, or the belief that territories functias closed systems). At the beginning of the
21% century, more than 10 years after Porter (19908))irst introduced his cluster concept,
Martin & Sunley (2003, p. 5) underlined that evewough ‘tluster conceptis very
“seductive”, the fuzziness of the concept will lead to incregselity problems. But what are
exactly these policy problems? One of the objestigé Porter's“Cluster of Innovation”
initiative (1998 — 2001) was to investigatlealthy regions” and to develop policy
recommendationéPorter, 2001, p. ix)However, even though policy-driven clusters should
replicate these healthy regions, Martin & Sunlef@903, p. 5) underlined that thHéhe
cluster concept should carry a public policy healthrning”. Also Hospers et al (2009, pp.
297-298) advocated that the best motto for officialcharge for cluster policy is perhafis:
you can't help, please do not harmfh a somehow strange manner, policy-driven clgster
that were meant to help countries to succeed, gparantly not always able to do so. We
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therefore have to start investigatifiguster policy as a policy challenge(Ebbekink &

Lagendijk, 2013, p. 737). By conducting a literatueview focusing on these cluster policy

dilemmas, we might finally lay the foundation stdpestart investigating the treatments that

in fine will probably cure these diseases. In tegond chapter we will now focus on the

study of the dilemmas and pathology of policy-dni\zdusters.

Box 3: Content of chapter two

1 Cluster policies and their IMPACT ...........uuim e e 61
1.1 Cluster policies: a new weapon to succeed in aayjiodd world?............ccooveeeeeiiiiinnns 61
1.2 The relevance gap in cluster policy research.............ccccccooiiiiiii e 67
1.3 Positive impact of poliCy-ariven CIUSTEIS ..o .vvviieiiiiiiciiiiie e 68

Identifying cluster dilemmas & pathologies: a systmatiC review ...............ccoeeeeee. 71
2.1 What is cluster dilemmas and pathology? ....ccccceveeeeiiiieiiiiiiieee e 72
2.2 The need for a review of policy-driven cluster dileas and pathologies....................... .74
2.3 A SystematiC LItErature REVIEW.............uceeiiiiiiieeee et rmmmne e e e 74
2.4 Organisational dilemmas as drivers of cluster gatfies ..................ccccccoeiviiiiiiiiiiceeee 79

Drivers of pathologies: political dilemmas ... 80
3.1 Dilemmas on defining DOUNUAITES............ oo eeeiiiiiiiieeee e 81
3.2 Dilemmas on defining SUDSIAIES.............mmmeiiiiiieeeie et rmmne e 89
3.3 Dilemmas on defining ODJECHIVES ...........uiuiiieeiiiieieee i e op
I ©7o] o (o1 [V 1o ] o PO OSSP PP PPPPPPPRPPPPPN 98

Drivers of pathologies: managerial dilemmas ............ooouuvieiiiiiiininnieeeeceeeeiieene 98
4.1 Dilemmas on managing actor iNVOIVEMENT..........ccccciiiiiiiiiiieeee e 10¢
4.2 Dilemmas on managing iNNOVatiON PrOCESSES ...cccceeeiiiiiiiiiriiieeaeeaaeeaaiinrneeeneaans 108
4.3 Dilemmas on managing collaboration ProCeSSES. ocee..ivvvvviieiiiiiiiiiiiieeeee s 114
N O] (o1 11 ] o] o H OO ST PP PPPPPPPPPTPPP 122

Drivers of pathologies: structural dilemmas............coouuiiiiiiiiiiiini e 123
5.1 Dilemmas on adapting to life-cycle Stages.............oocciiiiiiiiiiiiiii e 123
5.2 Dilemmas on adapting to local CUltUre........coooeeiiiiiiiiiie e 125
5.3 Dilemmas on adapting to geographicC I0CatIoN ............ccoeeiiiiiiiiiiiiiiieieeee e 131
5.4 CONCIUSION ...ttt ettt e e e e e e e s e e e e e e e e e e e e e e e e e e anne 132

6 Summary of chapter two: overview of organisationatdilemmas............ccccc....... 182

60



First part: Literature review - Chapter two

1  Cluster policies and their impact

In this section we will start explaining the impamt gap that exists between practitioners and
academics, which leaves ample room to a lot ofcgadriven cluster problems that are not
addressed in the literature. In a second step,xptaia what pathology means in medicine
and how we could apply it to cluster studies. Hinakven though our literature review
focuses on the study of dilemmas and pathologiesfyof positive effects of cluster policies

are also discussed in the literature. We will dgavme back to these positive effects.

1.1 Cluster policies: a new weapon to succeed in a glaized world?

From the beginning of the 1990s onwards, governsnargund the world increasingly strived
to create their own “healthy regiofi8in order to win the global competitiveness racthini
the newly emerging knowledge-dominated econSm@lusters were considered as one of
these national elements in order to help creating fostering regionally interconnected
knowledge hubs. Porter’s views on clusters hadbiggest impact oripolicy-makers and

opinion-formers”in the United State and in Europe (McDonald, gt2407).

The word cluster though is source of a lot of ceidn. For example Silicon Valley is called a
cluster but differs to clusters that are fostergdspecific policies. Instead of talking about
“spontaneous clusters”, which halleeen a result of the spontaneous concentrationhef
key factors enabling [the cluster’s] birth and demment” (Chiaroni & Chiesa, 2006, p.
1073), Chiaroni & Chiesa (2006, p. 1073) talk abtpglicy-driven clusters”,“where the
trigger was the strong commitment of governmentébra whose willingness was to set the
conditions for the development of the [...] clustéChiaroni & Chiesa, 2006, p. 1073). These
policy-driven clusters are initiated by cluster ip@s that are meant to upgrade‘raere
agglomeration to a regional (innovation) systeif@chmiedeberg, 2010, p. 390). From the
1990s onwards, cluster policies were increasinglysered‘as a promising approach to
strengthen the innovative capacities of regionatems, leading to greater competitiveness of
a region and its actors’(Schmiedeberg, 2010, p. 390). Similarly to Schreieatg (2010),
Doloreux & Shearmur (2009, p. 526) underline tlnat & cluster policydims at harnessing

nitiatives62 £y nression stems from Porter (2001, p. ix)
% powell and Snellman (2004, p. 199) define the &esnponent of a knowledge economy as ‘thesater
reliance on intellectual capabilities than on phoaiinputs or natural resources”.
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local interactions, knowledge spillovers, and ingions in order to encourage local growth

and competitiveness”

Several scholars consider that the Silicon Vallejohgs to the category of “spontaneous
clusters”. However, it is important to underlines already discussed, that also in Silicon
Valley the State invested a considerable amountmohey in university research. The
difference with an explicit “policy-driven clusters$ that this did not happen under the header
of a “cluster development program” (Porter, 20043l @ll the additional activities that go
along with such a program (e.g. collaboration supp@gional marketing, etc.) (Solvell,
2008; Solvell, et al., 2003).

Normally a cluster policy implements one or sevefaster initiatives on its territory. Cluster
initiatives are*organised actions carried out to launch, develapdamanage clusters with the
involvement of involving private industry, publigtiorities and/or academic institutions are
called ‘cluster initiatives™ (Coletti, 2010, p. 681). Very often these clushdiatives “entail

a cluster organisation” which “are intermediate bodies employing people in chamfe
animating clusters, the so-called cluster manage(€oletti, 2010, p. 679). However,
according to Coletti (2010), cluster manager milgata too narrow description of his/her
tasks. A better nomination would bauster facilitator” because he/she ‘ia networker and

a facilitator of relations” who “manages weak and strong ties with cluster members,
potential members and stakeholders and, when aeghaision emerges, she encourages its
collective realisation”(Coletti, 2010, p. 686).

Even though the World Bank changed its mind regayditate intervention in order to foster
innovation and economic growth at the end of th& &ntury (Morgan & Nauwelaers, 2003
(1999)), policies supporting research and econaasitvities within a specific country in
order to stay competitive are not very new (MagukeDavies, 2007). Government
intervention in the name of scientific progress dhds a superior competitive position
compared to other nations is a recurrent themeistoy. Box 4 for example gives an
illustrative example of how the United States salaeades ago already faced and discussed
similar policy issues as today. However, the ngvelith cluster policies is that they try to
group under one header several types of policisviiere historically treated separately. It is
important to place cluster policies in this broadentext of policies, in order to better

understand the current dilemmas of cluster policies
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Box 4: Government intervention in the name of scielific progress - a recurrent theme

United States, 1940s (Jankowski, 2001, pp. 5fjor to World War I, the federal government’slmin the
science system of United States was relatively mand its funding for research and development ..s va
generally small. However, successful wartime expe®s demonstrated the potential for productive
partnerships among the federal, industrial, and demic research sectors might be extended to peaeeti
needs as well. Therefore, President Roosevelt asked in Novem®é4 10 addressee these questié(ls: the
declassification of secret wartime research resul® the need to develop a program to support theal
related research, (3) conditions through which thevernment could provide aid to research activities
public and private organizations, and (4) the fbdiy of creating a program for developing scidiati
talent.” The report (Bush, 1945), that was published orae later, gave the answers to Roosevelt's questions
and highlighted the importance of government suesifbr scientific progress regarding the natidmésalth
prosperity and security. Also under President Tnuthe reflections on the intervention of the Staistinued
as a Scientific Review Board was created and i@refan, John Steelman, argued thie U.S. must
continually strengthen and expand its domestic eognand foreign trade through constant expansion of
scientific knowledge and consequent steady impremenf technology.” T

1.1.1 Cluster policies: polyvalent by nature

At the end of the 20 century,“industrial policy seemed to phase ouAiginger, 2007, p.
297). However, “due to globalisation, outsourcing, low growth ardgh unemployment
(specifically in Europe)’new types of policies re-emerged that particulddgused on
clusters (Aiginger, 2007, p. 297). The underlyingdence of the new emerging policies is
that by stimulating regional economic actors tarfjorces” and to innovate together, global
competition can be faced. Nations enter in a aema&anner into a war for competitiveness

and cluster policies are considered to be oneesfethveapons to win this “war”.

The OECD (2007, p. 41) outlines how the traditiopalicies have evolved into new
approaches, that today cumulate into cluster diand initiatives (see Table 9):

- Redqional policy: Whereas the old approach to regligolicy was mainly concerned

with redistributing all kinds of capitals (humanpdal, financial capital, etc.)from
leading to lagging regions”the new approach to regional policy concentrates
“building competitive regions by bringing local ats and actors togetherThe idea
behind this approach is to collectively awake titeinsic forces of the region to create
the region’s competitive advantage. The chancewadperous regional development
are evaluated much higher than by simply allocagixigrnal help to the region.

- Science and Technology Policy: Whereas the oldagmbr to science and technology

policy consisted mainly in financingindividual, single-sector projects in basic
research”, the new approach to science and technology paancentrates on the
“financing of collaborative research involving netvks with industry and links with
commercialisation” The idea behind this approach is that first ¢f r@al creative
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ideas spark better together than alone and thabndecstrong links with
commercialisation partners are needed to bringntiwes really to the market.

- Industrial and enterprise policy: Whereas the @draach to industrial and enterprise

policy consisted mainly in allocating subsidies fioms, particularly national
champions, the new approach to industrial and pnser policy is to support
“common needs of firm groups and technology absomnp(especially SMES)"The
idea behind this approach is that particularly SMiEse national growth and SMEs
are more important in the new flexible speciali@atiapproach vs. the old mass

production approach.

Table 9: Policy streams influencing cluster policie

Policy stream | Old approach New approach Cluster prgramme focus
Regional Redistribution | Building - Target or often include lagging regions
policy from leading to | competitive regions| - Focus on smaller firms as opposed to larger

lagging regions | by bringing local firms, if not explicitly than de facto
actors and assets | - Broad approach to sector and innovation targets

together - Emphasis on engagement of actors
Science and | Financing of Financing of - Usually a high-technology focus
technology individual, collaborative - Both take advantage of and reinforce the spatial
policy single-sector research involving | impacts of R&D investment
projects in basic| networks with - Promote collaborative R&D instruments to
research industry and links | support commercialisation
with - Include both large and small firms; can
commercialisation | emphasise support for spin-offs and start-ups
Industrial and | Subsidies to Supporting Programmes often adopt one of the following
enterprise firms; national | common needs of | approaches:
policy champions firm groups and - Target the drivers of national growth
technology - Support industries undergoing transition and
absorption shedding jobs

(especially SMESs) | - Help small firms overcome obstacles to
technology absorption and growth

- Create competitive advantages to attract inward
investment and branding for exports

Source: OECD (2007, p. 41)

1.1.2 The ancestors of cluster policies

A bibliometric analysis on the different policiesfluencing cluster policies (see Figure 7)
also reveals that cluster policies are the newmsh Of policies that only emerged at the end
of the 20" century. Science and research policies are thesbluhes, particularly prominent

after the second world war, followed by the emecgeof several new policies at the end of
the 1960s and beginning of the 1970s such as ralgpmiicies, industrial policies, structural

policies and technology policies. Not surprisinglynovation policies emerged during the
1980s.
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Figure 7: The ancestors (or siblings?) of today’slaster polices

Note: The date corresponds to the first mentiorthef policy in the title, abstract or keyword of article
referenced in the academic article database Sc8p#is implies that the policy might have alreadsei

discussed in the corpus of a text. (Agenex 2for a list of the corresponding academic articles)

Even though cluster policies are implemented thinoug the world, they are considerably
less discussed by the academic research commuonitpared to the other types of policies
(see Figure 8 and Figure 9). Research on regiooladigs and innovation policies are the
most prominent at the moment. What is particulanigresting is research on “industrial
policy” and “technology policy” experienced an emaus boom of interest in the middle of
the 1990s, but both are now surpassed by “regpolaly” and “innovation policy” research.

Figure 8: Cluster Policy vs. Science, Research, Tewlogy and Innovation Policy

Note: Bibliometric analysis, Scopus datab%‘s(@l/04/13) (x=date of publication, y=number ofialts)

® Date: 01/04/13; Database: Scopus; Search Crit8garch for "[x] policy" OR "[x] policies" in “Artle Title,
Abstract, Keywords"; [x] = Science, Research, Raglp Structural, Industrial, Technology, Innovation
Cluster; Data Range: “all years to present”; Docoim€&ype: Article; Subject Areas: “Social Sciences &
Humanities” AND “Physical Sciences”
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Figure 9: Cluster Policy vs. Industrial, Regional ad Structural Policy

Note: Bibliometric analysis, Scopus datab%‘s(@l/04/13) (x=date of publication, y=number ofiales)

1.1.3 Cluster policy: just a new industrial policy?

Even though academics defend a range of opiniomdaf cluster policies are, Porter (2000a)
advocates that there is a strong difference betwmedustrial policy and cluster theory (not
explicitly referring to cluster policies). On the@hand, industrial policy is bastzh a view

of international (or, more generally, locationalpmpetition in which some industries offer
greater wealth-creating prospects than otheesid where‘desirable industries (e.g., high
tech, growing) should be “targeted” for suppor{Porter, 2000a, p. 27). The focus lies thus

on*“what a nation (location) competes ir{Porter, 2000a, p. 27)

On the other handithe concept of clusters rests on a broader and aigitc view of
competition among firms and locations, based ongttosvth of productivity”(Porter, 2000a,

p. 27). According to Porter’s logic (2000a, p. 2he regional actors themselves can create
their own regional advantage and“afl clusters can be desirableas*“all offer the potential

to contribute to prosperity”Instead of targeting only certain industries ashia traditional
industrial policy,“all existing and emerging clusters deserve attenti (Porter, 2000a, p.
27). In a certain manner Porter advocates that astipg already emerging clusters,
nevertheless which field they are in, correspoda more egalitarian view of governmental

intervention, than targeting only one industry ational leader.
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This view is criticised by Hospers et al. (2009) ascording to them, governments
implementing cluster policies similarly to when ilmmenting industrial policies also have to
decide which clusters to help, either ‘Ipycking winners” or by “backing losers”. A better
approach according to Hospers et al. (2009) wolilg toe if governments only intervene
once the cluster has emerged in form‘@dtister marketing” to help the cluster gaining a
better international visibility. More over it wash@vn that policy-driven cluster often
encourage the internationalisation of companiesAf®lersson, Colovic, & Lamotte, 2014;
Colovic, 2013) or entrepreneurship (de Géry, Laatiel, & Bonnafous-Boucher, 2013).

Some conclude that governments can only contrilittieeto the performance of a cluster (G.-
J. Hospers, et al., 2009, p. 298) and should tberefoncentrate on theiex-post” role in
form of “brand[ing] the success of clusters after they hamerged spontaneously in the
market [...] by tak[ing] into account and promote tiparticularities and realities of an
area”. For Hospers et al. (2009, p. 298) it is tHiegional Realism”which will make the

difference between the regions instead of the ngnbehind a certain role model.

1.2 The relevance gap in cluster policy research

One of the main general problems constantly adddelsg policy-driven cluster researchers is
the growing gap between practitioners introducihgster polices and academics studying
clusters in general. While academics are still tegaabout the right definitiofig
practitioners have somehdwsh[ed] to employ ‘cluster ideas{R. Martin & Sunley, 2003,
p. 5). This had the consequence that gemeral“cluster ideas” have“run ahead of many
fundamental conceptual, theoretical and empiricaéstions (R. Martin & Sunley, 2003, p.
5) and that cluster policies stéyn shaky theoretical and empirical foundation@lathan &
Overman, 2013, p. 383).

The theoretical consequence of this growing gathat “conventional cluster theory”is
unable to“explain the spread and functions of such [clustedlicies” (Kiese & Wrobel,
2011, p. 1691)Kiese & Wrobel (2011, p. 1708) alert the clustemoaunity that a strict line
has to be drawn betweéadlusters” and “cluster policies, initiatives and organizationsis
“conceptual differences’exist.In 2013, also Swords (2013, p. 369) underlined ‘titataries
of incredibly useful books and articles on clusteexists. However,‘there remains an

% Aiginger (2007, p. 297) for example underlinest ti® commonly accepted definition exist&r clustersand
“concepts differ across nations, regions, staged@felopment and over time”
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absence of work which interrogates the translatdrclusters into, and then through local
and national policy”(Swords, 2013, p. 369).

So even though the cluster literature is constagtbyving (see Figure 3), little is still known
regarding the dilemmas when the spontaneous clastazept passes into the public policy
realm and from the public policy realm into the gimnalization realm (Swords, 2013).
Policy-driven clusters stay somehow in a theoreticaman’s land and additionally continue
to be criticised a%good intentions are overshadowed by bad outcom@sginger, 2007, p.
297).

1.3 Positive impact of policy-driven clusters

Even though we will focus in this chapter on thdiqyedriven cluster dilemmas, it does not
mean that cluster policies do not create positiferts. A range of the reviewed cluster policy
articles mention the positive effects that poliewen clusters can obtain. Spontaneous
clusters, increase for example untraded interdepeses (Storper, 1995) such as tacit
knowledge exchange (Gertler, 1995, 2003), knowlextgation dynamics (Saives, Ebrahimi,
Desmarteau, & Garnier, 2007), collective learninggwson & Lorenz, 1999); or trust
building, thanks to an increased face-to face augons (Harald Bathelt, et al., 2004; Waxell
& Malmberg, 2007).

One part of the cluster policy literature showsattpolicy-driven clusters, which try to
replicate the conditions of spontaneous clusteesahble to do so. Lundequist & Power (2002,
p. 697), for example state that there is not orealidype of cluster initiatives but that
“whatever shape cluster initiatives take [...] thegncbe seen as useful regional development
tools [...] to build competitiveness and competene®’.Karaev et al. (2007) reviewed the
literature regarding the influence of a clusterrapph on the competitiveness of SMEs. They
conclude that the literature shows tHastablishing clusters”is “an efficient tool for
overcoming the size limitations of SMEKaraev, et al., 2007, p. 830\dditionally, the
policy-driven cluster creates ‘geographical proximity” which goes along with all the
positive “agglomeration effects’such as‘higher specialization, innovation and knowledge
transfer” (Karaev, et al., 2007, p. 830)hese“agglomeration effects’allow the SMEs to
reduce their costs which agdimprov[es| the competitiveness of industrial sestoregions
and nations”(Karaev, et al., 2007, p. 830).
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Hereinafter, we mention some of the most imporfaoditive effects cited by the cluster

policy literature and give some concrete empirecamples:
Greater visibility:One important positive effect of policy-driven dieis is the greater
visibility that they create for their members. Lexgdist & Power(2002), conducted
and in-depth study of Swedish cluster initiativesl &ighlighted the positive effect of
joint marketing efforts in order to create greatsibility for the individual company.
Also Felzensztein et al. (2012), who conducted raesu(among clustered and non-
clustered low-tech firms) in Chile, show the pastieffects of joining forces in
marketing efforts.Finally, Fromhold-Eisebith & Eisebith (2005, p.6B), studying
German and Austrian clusters, also come to the sasudt, by underlying thtbetter
visibility and image of the industry groupghanks to the membership in a policy-
driven cluste(Fromhold-Eisebith & Eisebith, 2005, p. 1265).
Greater adaptability:Another important positive effect of policy-drivetusters is the
greater adaptability of the member companies tmm@sten economic changes or
events.Gadille et al.(2013, p. 340), who conducted an in-depth analyses French
aeronautic cluster underline that the French duptdicy “stimulate(s) important
changes within local economic structure®articularly, because independent SMEs
join forces due to the cluster policy and that tliaye better able to respond to
changing competitive conditions than the more tiadal enterprises within the
region” (Gadille, et al., 2013, p. 340).
Better relations with the public authorityAnother important positive effect seems to
be the construction of a more constructive dialogetsveen the public and the private
sector.The Basque country was an early adopter of clysikcies during the 1990s.
Ahedo (2004) conducted an in-depth analysis of dluster policy in the Basque
country that through the implementation of clustesociations created a dynamic of
“Industry-Government collaboration”’(Ahedo, 2004, pp. 1110-1111). For Ahedo
(2004, p. 1111) thé&traditional lack of regional Industry-Governmenelations has
been replaced by a limited but promising dynamicdaflogue and interaction
between an empowered and committed regional gowwrnand more pro-active and
self-organizing regional industrial sectors and S#¥MEAIso Santisteban (2006, p. 37)
analyzing cluster policies not only in the Basqumurdry but also in Catalonia
concludes that these policies have, in both regitstsmulated different forms of
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collaboration between the empowered regional govermis and the regional
industrial-business systems”.

Increased knowledge exchangeéNot surprisingly, as it is the core of the cluster
concept, one of the most often cited advantagegotity-driven clusters is the
increased knowledge exchange between the polisuiricluster members. This
increased knowledge exchange can be observed uitdude of clusters (Guisard, Le
Bas, & Nief, 2010; Lundequist & Power, 2002; Saiv&sDesmarteau, 2005)
Lundequist & Power (2002, p. 699) conducted andeapth study of Swedish cluster
initiatives and particularly underlined the posttieffect of the establishment of
meeting places and competence support structuf@rasxample :“informal firm
networks for inter-exchange of knowledge and eepegs”or “targeted educational
programmes” Also Guisard et al. (2010), who did an in-depthesigation of a
cluster situated in the Lyon region (Lyon Urban dksi and Bus Cluster, France),
particularly focused on théthink tanks” that were set up by the local cluster
organisation. According to Guisard et al. (2010,6@3) these“think tanks” are
“discussion and creativity meeting$d bring together a wide variety of local actars i
order “to enhance the collective knowledge base the cluster. The interviewed
participants in the cluster initiative seem to pesly evaluate these local knowledge
enhancement activities as they create a commueityny and discussions that would
not take place otherwise. Also Bidan & Dhermentéf@r(2009) discuss the cognitive
levels of value creation process that is happeimirtge French clusters thanks to the
various initiatives. Finally, also Fromhold-Eisdbi& Eisebith (2005, p. 1265),
studying German and Austrian clusters, underlireg ffolicy-driven clusters allow
“increased exchanges of information”.

Increased networking:Another important positive effect of policy-driveatusters is
the stimulation of networking between the localoest Coletti (2010, p. 682), who
analyzed the data of a large European survey asteclunanagers’ skills and training
needspoints to the strong networking benefits of clusisganisations thanks to the
cluster managers whichfacilitate the establishment of strategic alliarsceand
networks, identify[...] core people with already ddished mutual trust, attractf...]
potential partners and help[...] them to create r&aships which will bring
enhanced cooperation”.Also, Fromhold-Eisebith & Eisebith (2005, p. 1265)

underline thénew collaboration” benefit of policy-driven clusters.
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Increased performanceResearch has often highlighted the fact that comegéneed

to optimize the location of their activities in erdto remain competitive{Colovic &
Mayrhofer, 2011, p. 1481). Nishimura & Okamuro (20}, who investigated the
Japanese cluster policy by conducting a survey gmB&D-intensive SMESs,
conclude that the cluster policy’s indirect netwngkor coordination support seems to
be important and beneficial for the companies. &ample, companies participating
in the cluster and collaborating with local univees seem to apply for more patents,
without degrading the quality (Nishimura & Okamuf®)1la). Oi & Geng (2012)
conducted a survey among clustered and non-clastevetech or medium-low tech
firms in China. Their results show that clustere®! anon-clustered firms have a
different perception regarding shared resodfcemd additionally the business

performance of clustered firms is higher than tedgymance of non-clustered firms.

All these examples show that cluster policies det “‘gpmething going” and create a certain
dynamism and hopefully reacthe ultimate aim” of cluster initiatives namely“continued
economic growth and developmenfAziz & Norhashim, 2008, p. 372)For that it is
important to continue pursuing studies that inggd@ successful examples and the benefits
of cluster policies. However, we think that it sienportant to complement these studies with
the identification of the potential obstacles“policy challenges” (Ebbekink & Lagendijk,
2013, p. 737). Our knowledge on both, benefits abstacles, might allow governments to

conceive more successful cluster policies.

2 ldentifying cluster dilemmas & pathologies: a systmatic review

For chapter one of this literature review we opteda descriptive and narrative literature
review, as traditionally done in the business armhagement field (Denyer & Neely, 2004).
However, in chapter two of this literature revieve Wecided to conduct a more structured
literature review. We use a methodology called tmymtic literature review” (SLR)

(Tranfield, et al., 2003) that emerged in the Whikingdom among medical professionals
(Mulrow, 1994; Thorpe, et al., 2005). These medmalfessionals underlined the necessity
that only through a systematic review of past dtere, intelligent policies might be

implemented for the future. Descriptive and naveatliterature reviews are often biased

% Shared resourcebse. “common reputation, intensity of exchange and caowatidbn of resources, mutual trust
between firms, network of collective learning antbwledge-sharing, dense atmosphere of co-petitima,
participation and support of the local institutidnéLi & Geng, 2012, p. 363)
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because they only reflect the authors’ perspeetivieh ultimately reduces the utility of these
reviews for policy recommendations (Denyer & Ne@@04). Therefore, due to the explosion
of articles and contradicting opinions, more andrenscholars urge researchers to conduct
SLRs (Leseure, et al., 2004a; Pittaway & Cope, 2@0ffaway, et al., 2004; Thorpe, et al.,
2005; Tranfield, et al., 2003).

Particularly for studying dilemmas and obstaclesystematic literature review is important
to help practitioners advance in their diagnoseseXplore the different dilemmas of policy-
driven clusters, a SLR seems thus highly valuable literature reviewsshould enable
readers, whether academics, practitioners or pehtgkers, to determine for themselves the
reasonableness of the decisions taken and the pppteness of the conclusiongDenyer &
Neely, 2004, p. 133, p. 133). The main differene@ween a traditional descriptive or
narrative literature review and an SLR is that he fatter“the [investigation] process is
reported openly in the same way that empirical aesle would be”(Pittaway, et al., 2004, p.
480, p. 480). SLR thus include a detailed methagipkeection, to render explicit on which
data the interpretations and conclusions are bagkidh makes their thought process more

clear and creates transparency (Thorpe, et al5)200

Tranfield et al. (2003) were the first who adapted SLR methodology to the field of
management. Denyer & Neely (2004, p. 133, p. 132)s€éd on Tranfield et al 2003)
summarized in a consistent manner the most impoei@ments that have to be followed in
an SLR, for examplédevelopment of clear [..] aims and objectives; [.aJcomprehensive
search of all potentially relevant articles; theeusf explicit, reproducible criteria in the
selection of articles for review; [...] a synthesi$ iadividual studies using an explicit

analytical framework; a balanced, impartial and qomehensible presentation of the results.”

2.1 What is cluster dilemmas and pathology?

We finished the first chapter of this literaturevieav by referring to Porter'Ssanatomy of

clusters” view (Porter, 1998c, p. 79). In this chapter weedinto the core of this thesis by
using another type of medical terminology: pathglotnh this thesis, we wish to study
organisational dilemmas and their consequenceslinypdriven clusters. Facing a dilemma
means that there is no “one best choice”, so bgggo one direction one certainly produces

also negative effects, or side-effect pathologileat in some cases might hinder the policy-
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driven cluster to function effectively. We will deé “pathology” in a cluster setting as the
visible managerial symptoms that policy-driven tdus may endure. These pathologies are
directly generated by “organizational dilemmas”, lgving privileged one direction over
another. We consider, that the challenge in clystéicy study is to pinpoint these side-effect
pathologies and their associated dilemmas in dalénprove cluster policy implementation
and to better adapt the cluster policy to the Isedtlings. Today a rising amount of literature
concentrates on the different types of “challengas”policy-driven clusters (Burfitt &
Macneill, 2008; Ebbekink & Lagendijk, 2013).

Pathology is a Greek word and medtise study of suffering”(Duffin, 2010, p. 40). In
medicine, the central objective of studying patlgglés to “construct, recognize and treat
diseases”and thus to help the patient. In cluster studiss,central objective of studying the
pathology of clusters is to first identify the @ifént types of “suffering” of the involved
stakeholders (the pathologies) and then to identihy they suffer (the dilemmas). We
consider that the understanding of clusters’ orgational dilemmas is crucial in order to help
governments and cluster managers to notice andipinhe potential obstacles of cluster
policies and in a second step to actively work gfaihese obstacles, to study the obstacles
and to improve the potential positive impacts oltér policies.

So far, the problems of policy-driven clusters am really addressed and thus not well
understood (Ebbekink & Lagendijk, 2013; Swords, 20Medicine does not only study the
anatomy and physiolo§¥ of the human body but also its pathology. So why fully
introduce the study of pathologithe study of suffering”(Duffin, 2010, p. 40), in cluster

studies?

In medicine, the study of pathology is built on ebstions, in order tébuild” a“disease
concept”. In doing so, different aspects have to be takém consideration by the observer:
“the patient, the illness, and the presumed cau¢buffin, 2010, p. 40). Why only a
presumed cause? Becausecause is implied in the concept construct fodigease even

when the cause is unknow(Duffin, 2010, p. 40). Once different types of dise concepts

®7 In medicine, physiologis the study of the function of living beingahd thug'stands both in relation and in
opposition to anatomy, the study of structu(Buffin, 2010, p. 40). If we draw the analogy witluster studies,
the physiology of clusters would be the theoretfoalttioning of the clusters or the traditional stler literature
that focuses on networking and innovation. Thisustér physiology” literature is very important, hasbe
understood when studying clusters, constitutes nttaén part of the cluster literature and is alreausll
developed.
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are build they‘are given characteristics (symptoms), names (dasgs), life expectancies
(course), anticipated outcomes (prognoses), andmecsended treatmentgDuffin, 2010, p.
40). In this chapter we will try to identify andagip the different types of organisational

dilemmas that are discussed in the cluster poiiegalture.

In the following literature review we identify grps of dilemmas that go along with cluster
policies. We will dig into the symptoms of thesdfetient organisational dilemmas and also
see that in order to understand the different dibexs, cluster policy researchers need to adopt
a very interdisciplinary approach. However, clugtelicy researchers first need to break out
of the traditional cluster literature streams (sash(Asheim, 1996; Aydalot, 1986; Becattini,
1989; Cooke, 1992; Marshall, 1890 (1920); PortégQl 1998c; Saxenian, 199%))n order

to bring policy-driven cluster studies on anothearel of understanding and usefulness for the

practitioners.

2.2 The need for a review of policy-driven cluster dileamas and pathologies

The aim of this policy-driven cluster review isagplore all empirical studies that have been
conducted on policy-driven clusters in order to marize the identified obstacles and

difficulties encountered by the involved actors.

2.3 A Systematic Literature Review

2.3.1 Search for articles

The first step of a SLR is to constitute a databafsarticles that will then be reviewed in

detail. The first time we downloaded in a systematianner and read through the “cluster
policies” literature was in March 2013. However, that time, our ideas were not yet
structured enough to make sense of our fieldwonle ¢tlassical cluster literature, the
management literature and the cluster policy litem|a However, little by little we detected

this “pathology” problem in our fieldwork data. &te beginning of 2014 we went back to our
cluster policy database and reviewed the database again. The literature suddenly made

much more sense. The last update of our literagwiew was done on the ®3\pril 2014.

% Examples of traditional “cluster” schools: Italiamustrial districts (Becattini, 1979, 1989), ivative milieu
(Aydalot, 1986), new industrial spaces (A. J. Sct@88b), industry clusters (Porter, 1990 (199&)98kc),
national innovation systems (Lundvall, 1992), regioinnovation systems (Cooke, 1992), or learniegians
(Asheim, 1996; Florida, 1995).
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The main database we used for the literature reiseBcopus and we used following general
search parameters in Scopus:

Document type: article

Subject areas: physical sciences, social sciendasanities
Language: English, French, German

Source type: journals

Search term location: in Article title, abstractylwords

The aim of a SLR isto bring together as many already existing evideth@ased studies as
possible that are relevant to the research beindeutaken, irrespective of their published
location, or even disciplinary backgroundThorpe, et al., 2005, p. 258). For policy-driven
cluster studies this means that we were not spatlifi looking in regional studies,

economics, management studies or sociology, bkt &owery interdisciplinary approach. In
order to advance in policy-driven cluster reseawed, privileged focusing on the dilemmas

instead of on a specific disciplinary stance.

The crucial element was to define the “right” keyd®in order to cover the whole spectrum
of the policy-driven cluster literature that midig useful to study and analysis the diseases of
our fieldwork observations and at the same timetoatrawn in the existing general cluster
literature (be it the spontaneous clusters, pdiicyen clusters or general “regional system”
literature). A helping element was that we alreaant through the cluster policy literature
and that we knew approximately the keywords théitlvei useful for analysing policy-driven
clusters. Finally, we used following keywords tonsttute our final policy-driven cluster
literature database: cluster polic*, clusterpolitpolitique* de* pdle*, cluster initiative*,
policy-driven cluster*, cluster promotion, promati@f cluster*, cluster promotion polic*,
cluster organi?ation*, cluster management, clustemager*, cluster building, breeding
cluster*, growing cluster*, breeding innovation sfer*, growing innovation cluster*, cluster

governance.

Additionally we had two criteria for keeping anielé in our database. The first criterion was
that the article was really dealing with regionkisters and not for example with clusters in
computer programming. The second criteria concethedjuality of the journal in order to

base our conclusions on quality results. At tharbegg we just wanted to retain articles that

were published in journals listed in the Harzing29®13) quality journal list, nevertheless
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from which disciplinary stance. However, we sooalized that several important articles to
understand the particularities of cluster policiesre published in specialized or national
journals which were not included in the Harzin@213) quality journal list. For example the
German journalZeitschrift fur Wirtschaftsgeographie”where German cluster specialists
publish their articles (for example (H. Bathelt &&Wald, 2008; H. Bathelt & Zeng, 2005;
Kiese, 2008)), or the French jourriBolitiques et Management Publicvhere French cluster
specialists publish their articles (for example [{@aet al., 2012; Gallié, et al., 2014; Sabine
Menu, 2011)), or the European specialist joufiialropean Urban and Regional Studies”
where for example also Spanish researcher (Saraiste2006) publish their cluster policy
articles (particularly important when one does spak Spanish and can not consult the local
journals). We therefore decided to enlarge ourituatiteria and also include journals that
are either listed among the best 10000 journalstimn website “http://www.journal-

ranking.com” and/or that are cited more often thames in the Scopus database.

After excluding several articles according to te triteria just cited, we also included some
articles that were not referenced in Scopus. Adogrtb the SLR methodology addirigey
references which had been missed by the systesegtich process [...] [is a useful step] to
compensate for the rigidity of “mechanistic” seaedi (Leseure, Bauer, Birdi, Neely, &
Denyer, 2004b, p. 172). We added articles that i@mrexample only accessible through a
French journal database named CAIRN (for examplielafB & Dherment-

Schmitt, 2011)). Finally, the database counted p88lished articles. However, in our
discussion we also included conference papersgample (T. Weil & Fen Chong, 2009)) or
PhDs from French colleagues (for example (Chab&a9)) but we did not count these

“working papers” as official published articles.

2.3.2 Analysis of articles

All 139 articles citations were downloaded into Bateé and based on the abstracts coded into
homogenous groups. Even though coding of abstimstsmetimes criticised (Pittaway, et al.,
2004) due to some quality issues, it is also camel a useful todifor creating a thematic
structure around which more detailed reviewing take place”(Pittaway & Cope, 2007, p.
481). Due to our previous reading on the topicalveady developed a feeling for the subject
that helped us in the coding process. After thdrabiscoding we then read through the
articles in order to analyse which type of dilemraad obstacles the different articles exactly

identified. The result of this step is summarizedeimafter.
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Before summarizing the content, we just want teg@eme general information regarding the
articles. First of all, the articles came from aie@ty of disciplines (see Table 10), ranging for
example from public sector management to marketwey entrepreneurship and innovation
management. However, the discipline “Public Sedlanagement” is, not surprisingly, the

discipline that most often talks about cluster geB, policy-driven cluster management, or
policy-driven cluster promotion, etc. The top joaisithat publish articles these topics are for

example Environment and Planning C, European Pigngitudies and Regional Studies.

Table 10: Articles dealing with cluster policy, mamgement, promotion, etc.

Discipline ® # of Examples of journals per discipline
Articles
Public Sector Management 62 Environment and Planning C: Government and Policy;

European Planning Studies; Regional Studies
World Development; Research Policy; Regional Science

Economics 1 and Urban Economics; Journal of Economic Geography
International Journal of Technology Management; Industry

Innovation 14 and Innovation; Journal of Technology Transfer;
Technovation

General & Strategy 7 Policy Studies; European Management Journal
Entrepreneurship and Regional Development; International

Entrepreneurship 5 Entrepreneurship and Management Journal; International

Journal of Entrepreneurship and Innovation Management
Management Information Systems, Knowledge Management Research and Practice; Maritime
Knowledge Management Policy and Management

International Journal of Urban and Regional Research;
Growth and Change

Industrial Marketing Management; Journal of Business and
Industrial Marketing

Sociology 5

Marketing 4

Operations Research, Management Journal of Manufacturing Technology Management;

Science, Production & Operations 4 - .
Service Industries Journal
Management
. . Asia Pacific Business Review; International Business
International Business 2 .
Review
Others 14
TOTAL 139

Source: policy-driven cluster literature reviewg®xplanations in this section), 2014

Another important and interesting result is tha #rticles cover a large range of countries
and a large range of cluster initiatives (see Tddleand Table 12). This cluster policy
literature review has shown that cluster policies geally implemented around the world
reaching from the USA to Japan, to Bulgaria and N®aland. In the Table 11 there is an

overrepresentation of articles coming from Fraiee is due to the fact that we had access to

% The disciplines and associated journals corresgonthe categorization established by Harzing’s1@®0
quality journal list. In case a journal was notdis in Harzing’s quality journal list, we tried put the journal
into the discipline category that corresponds tgt.b
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a national French journal database but not for @a@nto a national German database.

Another interesting observation is that clusterigyoktudies are mainly qualitative, but in

Asia they are exclusively quantitative. Table 1M a@rable 12 do not include theoretical

papers on policy-driven clusters that we foundmyour literature review. However, they are

numerous as well (see for example (Aiginger, 2007z & Norhashim, 2008; H. Bathelt &

Dewald, 2008; Burfitt & Macneill, 2008; Ebbekink Bagendijk, 2013; G. J. Hospers & S.
Beugelsdijk, 2002; G. J. Hospers, et al., 2009akeay et al., 2007; R. Martin & Sunley, 2003;
Nathan & Overman, 2013; Raines, 2003)). This laraygety of results coming from different

countries has made this analysis particularly egting and on the other hand it corresponds

exactly to what a medical SLR advocates: thatyakes of results on a certain “medical issue”

should be reviewed in order to advance in the kedge of a certain medical problem.

Table 11: Examples of cluster policy articles perauntry " (European countries)

2t,

3;

COUNTRY EMPIRICAL QUALITATIVE EMPIRICAL QUANTITATIVE

Europe

Austria (Fromhold-Eisebith & Eisebith, 2005p;
MacNeill & Steiner, 2010)

Belgium (Bayenet & Wunderle, 2009; Capron, 20011;
Hermans, Castiaux, Dejardin, & Lucas, 2012;
Van Haeperen, Lefévre, & Dejardin, 2009)

Bulgaria (Sellar, et al., 2011)

Europe (Chiaroni & Chiesa, 2006; De Propris, 200{Coletti, 2010)
Gallié, et al., 2014; Hospers, 2005)

Finland (Sotarauta, 2012)

France (Bidan & Dherment- (Fontagné, Koenig, Mayneris, & Ponc
Mothe, 2010; Carré, Lefebvre, & Madeyf2013; Gallié, et al., 2013b; A. Glaser, et al.,
2008; Delaplace, 2011; Gadille, et al., 2012012; P. Martin, Mayer, & Mayneris, 2011)
Gaffard, 2008; Gallié, et al., 2012; Gallié, |et
al., 2014; Guisard, et al., 2010; Lefebvte,
2013; Sabine Menu, 2011; S. Menu, 2012;
Schmitt, 2011; Younes, 2012)

Germany (Champenois, 2012; Domdey & Hazouar(Engel, Mitze, Patuelli, & Reinkowski, 201
2008; Fromhold-Eisebith & Eisebith, 200bfalck, Heblich, & Kipar, 2010)
Kiese & Wrobel, 2011; Sternberg, Kiese, |&
Stockinger, 2010)

Netherlands (Klein Woolthuis, Lankhuizen, & Gilsing(Mans, et al., 2008)
2005; Van Klink & De Langen, 2001)

Norway (Gausdal, 2008)

Spain (Ahedo, 2004; Martinez, Belso-Martinez, | &
Mas-Verdu, 2012; Santisteban, 2006)

Sweden (Hallencreutz & Lundequist, 2003; Lundequi@Eklinder- " #$ -Frick,
& Power, 2002) Eriksson, & Hallén, 2012)

United Kingdom (Burfitt & Macneill, 2008; Burfitiet al., 2007;| (Cumbers, et al., 2003; Huggins & Johnst
Swords, 2013) 2009; Learmonth, Munro, & Swales, 200Q

McDonald, et al., 2007; Sadler, 2004)

In case the methodology was mixed, | put it in du@ntitative column. In case the paper was thieatebut
used a lot of concrete empirical examples | adtledthe qualitative column.
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Table 12: Examples of cluster policy articles perauntry "* (Not European countries)

COUNTRY EMPIRICAL QUALITATIVE EMPIRICAL QUANTITATIVE

North America

Canada (Doloreux & Shearmur, 2009; Rutherford €Arthurs, et al., 2009)
Holmes, 2007; Salazar & Holbrook, 2007)

USA (Sternberg, et al., 2010) (James, 2005; P€2635)

Asia

China (Li & Geng, 2012)

Japan (Kitagawa, 2005, 2007) (Nishimura & Okam@@, 1a, 2011b)

Taiwan (Chiu, 2009)

Africa

Morocco & (Cammett, 2007)

Tunisia

Oceania

New Zealand (Perry, 2005, 2007)

Australia (Liyanage, 1995)

Latin America

Chile (Felzensztein, et al., 2012; Giuliani, 2013;

Visser & de Langen, 2006)

Costa Rica (Ciravegna, 2012)

Mexico (Martinez, et al., 2012)

Latin America (Altenburg & Meyer-Stamer, 1999)

2.4 Organisational dilemmas as drivers of cluster pathlmgies

The literature shows that cluster policies haveitpesimpacts but also negative impacts.
Those who implement cluster policies constantlyefacset of dilemmas that generate side-
effect pathologies. These pathologies are rareldiatl in the cluster literature. Burfitt &
Macneill (2008) already started to investigate ttaiety of dilemmas faced by cluster
policies. In their theoretical paper they identifietvo main dilemmasoperational and
managerial challenges’and “political challenges”. To the“operational and managerial”
challenges they count the identification of clustand the management of cluster policies,
while to the*“political challenges” they count the designation of clusters, the drawohg

boundaries and the relationship between clustearzgtions and politics.

We tried to be independent from their analysis wtieimg the SLR and finally our SLR lead
to similar results (see Figure 10). We were ableémtify (1) political dilemmas of policy-
driven clusters (such as defining boundaries, sligsiand objectives), (2) organisational
dilemmas of policy-driven clusters (such as manggmultiple actors, innovation and
collaboration), and (3) structural dilemmas of pgldriven clusters (such as adapting the
policy-driven cluster to the life-cycle, to the &culture or to the geography) that might turn

into side-effect pathologies. In this chapter wastlbuild on Burfitt & Macneill's (2008)

™ In case the methodology was mixed, | put it in qu@ntitative column. In case the paper was thieatebut
used a lot of concrete empirical examples | adtledthe qualitative column.
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preliminary theoretical work but considerably extenthanks to our SLR and the identified
empirical cluster policy studies in the literature.

To sum up once again, from a theoretical pointiefwwe first have to understand which
dilemmas exist because dilemmas can create sidetg@fathologies (in this literature review).
However, on the field one has to first thoroughtgompose the general view and identify the
different pathologies before it is possible to gpstream” again (towards the dilemma) and

give sense to the whole.

Figure 10: A framework for the study of pathology n policy-driven clusters

3  Drivers of pathologies: political dilemmas

The first types of dilemmas that we identified e titerature are of political nature. We are
able to distinguish three different types of poéti dilemmas that seem to have a strong
impact on the performance of policy-driven clustésse Figure 11). These three dilemmas
emerge because of decisions that have to be tagamding the boundaries of policy-driven

clusters, regarding the subsidies of policy-drieérsters, and regarding the fuzziness of the

objectives of policy-driven clusters.
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Figure 11: Political dilemmas of policy-driven clusers

3.1 Dilemmas on defining boundaries

There are two different boundary dilemmas that qyetiriven clusters face: What is the
geographical boundary (local vs. non-local)? & Wikahe organisational boundary (local vs.
national / members vs. ecosystem / thematic vsomagyentity)? Hereinafter we discuss both
types of boundary dilemmas.

3.1.1 Geographical boundary: local vs. non-local

Governments launch cluster policies to spore thenpatitiveness on their territories.
However, Mans et al (2008, p. 1383) underline thet labelling a cluster is not expected to
be enough to reap the benefits ascribed to clustetiserefore policy makersinclude
incentives for the cluster partners to actuallydtion as a cluster.”Based on the literature
discussed in chapter one, we know that this “fumetig” of spontaneous clusters is
particularly related to the networking componenthaf local actors. In policy-driven clusters,
the incentives to motivate the local actors toatmdrate (and thus to transform the region into
a “functioning” policy-driven cluster) are very eft based on R&D subsidies as for example
done in the French case (Gallié, et al., 2013b)nothe Japanese case (Kitagawa, 2005;
Nishimura & Okamuro, 2011b). These R&D subsidies r@gional bound and only allocated
to companies situated in a geographical defined, dhe policy-driven cluster area. This is
done so that the policy-driven cluster is incitedstart “functioning” like a spontaneous

cluster.
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However, several academics advocate that clustbcig should not only foster local
relationships (Kitagawa, 2005; Nishimura & Okamu2011a) and that regional authorities
should actually shiftto a regional innovation systems approachieaning that they should
focus “equally on the regional and more global dimensionf knowledge networks”
(Huggins & Johnston, 2009, p. 227). The theoretgqadstion of what is the right regional
scale for applying cluster policies is a vivid ptoirh discussion in the academic cluster policy
literature (Gaffard, 2008). From the beginning ordga Porter's idea that governments
should create a competitive advantage within aipderritory, ignoring thus in a certain
manner the interrelations with other territoriesl @ountries, was firmly criticized (Rugman,
1992).

Even though a range of studies show that extranadicollaborations are important for the
local companies, governments often decide otherwiben implementing policy-driven
clusters. Hereinafter, we first recall the largaga of studies that investigate the impact of
local cluster networks vs. non-local networks ompanies. All studies point in the same
direction, namely that non-local networks and dmlations are extremely important for the
competitiveness and development of companies atddcin the same region. However, the
problem seems to lie somewhere else. In the sesectibn, we come back to the political
sphere, which, even though results point into tinection that non-local collaborations are
more profitable than local collaborations for comiea, stick to the wish to foster local
cluster networks. Based on a very scarce literabmrehis subject, we shortly discuss that
overcoming these somehow obvious geographical spedblems is more difficult for
politicians than imagined by pure cluster acadentt@sally, in the last section, we present

some ideas of academics how to overcome this “palioven cluster scale” dilemma.

3.1.1.1The benefits of non-local networks

Plenty of studies exist that investigate which igmeompanies reap when collaborating with
local cluster actors vs. collaborating with nondbactors. For example already in 2003,
Cumbers et al. (2003) investigated a spontanedudusiter in Scotland and drew important
conclusions for cluster policies. Cumbers et aDO@ p. 1703) conclude thdtegional
networks are important in providing support for awation” but that companies clustered at
one location are not only interested in local panghips. Among the analyzed companies they
conclude that'more innovative SMEs [make] greater use of extérnatworks than less

innovative firms” (Cumbers, et al., 2003, p. 1703)hey particularly underline that more
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successful SMEs distinguish themselves by thaility to draw upon localised assets yet
simultaneously being plugged into wider network€umbers, et al., 2003, p. 1708ven
though*“the local milieu remains important as a sourceamimpetitive advantage for firms”
(Cumbers, et al., 2003, p. 1703) it is the widetwogk a company possesses that in fine
makes the necessary difference.

Some years later also McDonald et al. (2007) anggihs & Johnston (2009), both analyzing
UK clusters, draw similar conclusions. Huggins &hdston (2009, p. 227) observe that
“more innovative SMEs possess a balance of insidé autside the region knowledge
networks”and McDonald et al (2007) conclude that national imternational linkages are as
important as local once. It fthe balance between local, national, and interioaikl networks

in the context of both flows of goods and serviaesd, flows on information and knowledge

that“need to be central in cluster policiegMcDonald, et al., 2007, p. 47).

Additionally, McDonald et al (2007) strongly crizes Michael Porter's idea that strong
regional networks and local supply chains are reeggsfor good performance. Their results
show that this is not the case and that this mioghne of the reasons why the currently
implemented cluster policies do not reach theirlgo&@he current Porter-type views on
cluster policy may not be sufficient to create etlebedrock conditions that would permit
clusters to provide a good basis for attaining wegil development objectives” (McDonald,
et al., 2007, p. 47).

However not only in the United Kingdom (Cumbersalket 2003; Huggins & Johnston, 2009;
McDonald, et al., 2007) companies seem to prodinfmon-local partnerships. Also Mans et
al (2008, p. 1383) studying “self-declared” clustar the Netherlands conclude tHaication
does not seem to matter much for cooperatiditie “geographical concentration’in cluster
policies “should thus play a minor role”’(Mans, et al., 2008, p. 1383). Instead, they
recommend that cluster policies should focussmtial cohesivenessparticularly“in high-
technology sectors{Mans, et al., 2008, p. 1383). By social cohesigendans et al (2008)

mean direct and indirect connections between lacdlnon-local actors.

Even when we go beyond the European boardersgthdts are the same. For example the
Japanese cluster policy, analyzed by Nishimura &am@ko (2011a), also tries to foster

partnerships between local actors. However, Nishan& Okamuro (2011a, p. 138) results
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suggestthat local firms collaborating with partners outde the cluster show higher R&D
productivity both in terms of quantity and qualityAccording to them, the Japanese local
cluster support system should thus help the lomadpanies to find partners that are interested

in the same research topic nevertheless where plaeseers are located.

Finally, also on the South American continent thsuits are the same. Martinez et al (2012,
p. 657), who conducted an in-depth analysis of Miexican and one Spanish cluster, also
conclude that even though local closeness is impbrand should be fosteretkey
knowledge players are usually involved in extrastdus networking”. They not only
underline that collaborating with outside partnersmportant but they also indicate that a
“mere reliance on localized knowledge may result&clining trajectories”.Cluster policies
that overemphasis the creation of local connectimight thus even create negative effects for

the companies.

3.1.1.2Public authorities insist on fostering local netwks for policy-driven clusters

Nearly all academics investigating the importantéocal vs. non-local collaborations come
to the same conclusions, namely that non-locabboliations are extremely important for the
companies. For example Champenois (2012, p. 8iR)yiag the German BioRegio cluster
initiative concluded thata more selective policy targeted at sustaining thest promising

ventures and entrepreneurs, without tBeartificial C geographical limits imposed by such

cluster policies, could have been more relevant émhancing entrepreneurship in a

sustainable way”

However, politicians implementing cluster policie®ntinue to insist on subsidising
companies located within the policy-driven clustene important element that seems to be
constantly forgotten by the academic cluster reseamommunity is the fact that cluster
policies are embedded in a highly complex instodl setting where for example regional
authorities from one region might not be willingitwest money in actors that are situated in
other regional entities.

These dilemmas were recently underlined by Gaffa@D8, p. 271), Chabault (2009) or

Younes (2011) who all studied the French policy«ini clusters. Chabault (2009) for
example underlined that during the set-up phasiefrrench cluster policy some regional
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authorities were arguing about their respectivgaasibilities regarding clusters that were
spread out across the boarders of two adminisgraéigions. Some industrials who wished to
apply for the set-up of a policy-driven clustetheir regions (and thus profit from the French
policy-driven cluster subsidies), considered that policy-driven cluster perimeter should be
best situated between two regions because theinteststing actors for working towards a
certain technology or market are situated acrosdtundaries of two administrative regions.
However, some regional authorities were not haggouathis and refused to sign the policy-
driven cluster framework contract with the Statedusse for them the geographical perimeter
was important. The regional authorities considehed having a policy-driven cluster that is
situated across two regions generates administradiod responsibility problems. Even
though, not really discussed in the cluster-politgrature, one is not allowed to forget that

they are also in competition to each other folaating companies to their territory.

Even though we found several examples on the Freas#, it was not possible to track down
examples from other countries. However, MacNeilS&iner (2010, p. 444) underlined that
“geographical limits of clusters are unlikely to beontiguous with administrative
boundaries”. Therefore, they consider that tt@ordination within multilevel or multi-area

governance”(2010, p. 444) is a real challenge.

A recent theoretical article from Ebbekink & Laggkd2013, pp. 736-737), two Dutch
cluster specialist, also perfectly underline thditcal problem:“the academic debate on
cluster reinforcement has focused too much on eunangeographical aspects. It has thus
tended to ignore the complex institutional contexthich policy-making is undertakenfor
them, understanding these policy challentgg®uld clearly be the basis from which effective
cluster policies are to be developeEbbekink & Lagendijk, 2013, pp. 736-737).

We think that Ebbekink & Lagendijk (2013, p. 737¢ aight when they say that we have to
start investigatind‘cluster policy as a policy challenge”Our cluster pathology research
endeavour tries to go in this direction. In thisnmer, we might also overcome on the one
hand the permanent observation that Yeonomic activity is spatially concentratedind
companies clustering are more successful thanlasteced companidsut on the other hand
the permanent criticism théhe cluster concept is far less useful as an gtiedl tool or as a

means for making policy{Nathan & Overman, 2013, p. 397). Maybe we justehi@ create
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awareness and have to understand the obstaclediniitathe policy to unfold its whole

potential.

3.1.1.3Going beyond the local vs. non-local collaboratidichotomy

No other cluster disease seems to be studied mmush detail on an academic level but at the
same time so much ignored from the cluster polioyldv(which might also show that the
academic world simply has not understood the pohoyld...). Studying the networks of
local actors is an old theme of regional clustedigts so it is no surprise that this topic is also
one of the most studied topics in cluster poliaydgts. In order to overcome the problems of
cluster policies regarding local vs. non-local abtirations, some of the cluster policy

specialists argue that new ways have to be taken.

Instead of applying in an artificial manner the abages of spontaneous clusters, Perry
(2005, p. 833) proposes that governments shoutdadshase theipolicy intervention [...]

on determining how best to work with groups of able significance and characterSome
authors thus propose to change specific elementieoturrent cluster policies and to also
change their names. For example Bathelt & Dewald Rethelt & Dewald, 2008, p. 163)
propose to introducérelational cluster policies” or Nathan & Overman (2013, p. 397)

propose to introductagglomeration policies”.

Bathelt & Dewald (2008, p. 163) argue to turn todgaa“relational cluster policy” and to
focus more on dmultidimensional cluster approachthat focuses more on tHaction
space” instead of a geographic space. For tHanmultidimensional cluster approachhas
several advantages, becaustighlights the role of agency in economic intetian, focuses
on the action space of cluster agents, and goesrigethe regional and national scaléH.
Bathelt & Dewald, 2008, p. 163)Additionally, such an approach attributes a higher

importance to external relations as well.

Nathan & Overman (2013) even go one step further push for abandoning the word
“cluster” which might constantly introduce a wromgage of what should actually be
fostered. Nathan & Overman (2013) reviewed therditee regarding théappropriate
spatial scale for industrial policy’and then urge for turning to dagglomeration policy”
instead of pursuing cluster policies. They arguat tif we cannot manipulate cluster
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outcomes directly, a better basis for policy i$dous on market failures that affect individual
firms and people within the cluste(Nathan & Overman, 2013, p. 397).

By better understandingmarket failures”, Nathan & Overman (2013, p. 397) hope to
understand where the real problems lie, both otruectaral level (for exampléaccess to
finance”), but also on an individual cluster actor ley@®athan & Overman, 2013, p. 397)
Some concrete examples of an agglomeration policguldv be: “encouraging
entrepreneurship, subsidizing venture or other yathge finance, building workforce skills
and management capacity, and helping firms forgerimational links” or “co-working
spaces and acceleratorsfor young companies (Nathan & Overman, 2013, p7)39
Additionally, compared to a cluster policy, an amgération policy is a moréhorizontal

policy”, “targeting aspects of places rather thaactors as a means of encouraging growth”
(Nathan & Overman, 2013, p. 399).

Nathan & Overman (2013), similar to Ebbekink & Ladgk (2013) (who focus ofcluster
policy as a policy challenge”and our own approach (who focus on tipathology of
clusters”), also turn the wheel around. Instead of investgathe potential positive effects of
clusters and cluster policies they propose to foomsthe challenges. Due to the highly
systemic nature of clusters, positive effects ofase actions are always very difficult to track
down and to justify. However, by focusing and asalyg the negative effects and challenges

of policy-driven clusters, more targeted help migatoffered to the practitioners.

Be it Bathelt & Dewald’s (2008) who advocatedralational cluster policy” or Nathan &
Overman (2013) who advocated ‘@yglomeration policy”, the common denominator is to
overcome the problems of a cluster policy’s restrageographic perimeter where
collaborations should be fostered. Bathelt & Dew&@08) solve the problem by only
focusing on the collaboration aspect and Nathanveran (2013) solve the problem by
only focusing on the location aspect. However,atieantage of both proposed policies is that
collaboration and location are not intermingledranye such as in cluster policies. Given that
administrative boundaries might always exist, tppraach of Nathan & Overman (2013)

might thus be more realistic.
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3.1.2 Organisational boundary: local vs. national

Besides the geographical boundary dilemma there elists an organisational boundary
dilemma. One of the main elements of policy-drivdusters is the establishment of a new
organisation or the appointment of an existing niggtion to function as a dedicated cluster
organisation. This cluster organisation is therpoesible for“building” a policy-driven
cluster in a certain sector at a certain locatibbekink & Lagendijk, 2013). However, most
of time other types of industrial support structuveere already present in the region or at the
national level before the policy-driven cluster lwits dedicated organisation was launched
(e.g. trade uniod$). The question is thus two-fold: (1) in the cageacnew organisation:
Which role does this new organisation play in ielato the “traditional” organisations? (2)
in case of appointing an existing organisation:whktich level should this organisation be
situated (e.g. regional, national, inter-regional?)

Perry (2005) , studying several cluster initiatiiesNew Zealantf, underlines that it is
important to dedicate some thoughts on the advastagd disadvantages of having several
small fragmented local organisations or a moreraéséd national organisation. When we
want to illustrate Perry’s (2005) thoughts withancrete example, we could question if it is
more advantageous to have several not intercorthémtal cluster organisations specialised
in biotechnology on its territory, or better to leawgnly one national biotechnology support
organisation with regional branches. These thougtggparticularly importaribecause firms

have limited resources to devote to participatiomollective grougs(Perry, 2005, p. 848).

Table 13 summarizes the advantages and disadvantalgeal vs. national policy-driven

support structures. On the one hand, small logdmasations might be a better motivation for
local actors to participate but knowledge mighbdie spread out among too many different
places on the national territory (Perry, 2005).t@mother hand, concentrating the efforts on a
national level might decrease the membership lurease the valuable output (Perry, 2005).

Burfitt & Macneill (2008), supports more the ideaat national organisation bring more

72 For example Rutherford & Holmes (2007, p. 19d)icise that the cluster literature does not téhe
consideration the traditiondlinions and industrial relations institutions"They argue that theséraditional
collective bargaining structuresshould play a central role in the innovation efoof a region because they
have more legitimacy to do so.

" There are two interesting elements regarding efystlicies in New Zealand. First of all it is suaf France
or Japan a unitary country. Second, in the begqointhe 1990s New Zealand received policy advicem
Porter and his team. They even published a book it title “Upgrading New Zealand’'s competitive
advantage” (Crocombe, Enright, Porter, & Caugh&g1).
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disadvantages than advantages. They argue thaindrdalae boundaries of the cluster too
large and thus integrating too many different strces and interest groups might also have
negative consequences as they might no longer leet@imeaningfully act as vehicles for
policy delivery” (Burfitt & Macneill, 2008, p. 500).

Table 13: Advantages and disadvantages of local vgational support structures

Advantage Disadvantage |
Local organisation Higher motivation to participate, mofeKnowledge too much spread olit,
members decrease of valuable outcome
National organisation | Knowledge concentrated, increase |dfower motivation to participate, lesgs
valuable outcome members
Policy objectives might not be well
applied

Source: based on (Perry, 2005) and (Burfitt & Malcrz008)

However, the question of the right organisationa@urdary of policy-driven cluster

organisations might depend on the size of the eguirt smaller countries, such as New
Zealand (Perry, 2005), a national organisation mighbetter as too many initiatives might
dilute the collective actions. However, in big ctigs, such as the United States, local

organisations might be the better solution.

However, not only the level of the organisationdgeattention. Also the amount of already
existing structures is important to take into cdesition. During the last two decades more
and more company support organisations sprung kg mmushrooms in order to help
companies succeed in the global competitiveness. r8kelcher (2000, p. 4), calls this
phenomenon the congested state, wHarecomplex of networked relationships between
public, private, voluntary and community actors édaweated a dense, multi-layered and
largely impenetrable structure for public action.Burfitt et al (2008) stresses that
understanding the interplay of all these networkes important to decide how the cluster

policy will and can unfold in this system.

3.2 Dilemmas on defining subsidies

The subsidies allocated to policy-driven clusteesanother important element of discussion.
There are two main dilemmas that evolve aroundcpalriven cluster subsidies problem:
deciding on the type of subsidi€urfitt & Macneill, 2008; S. Menu, 2012; Nishimu&
Okamuro, 2011b; T. Weil & Fen Chong, 2009), andssiibs support structure (Chabault,
2009; Guisard, et al., 2010; Lallemand, 2013).
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3.2.1 Subsidies type: direct vs. indirect

Another important problem is the type of subsidlest are associated with the policy-driven
cluster policy. Partnership research, even thoogtefed by governments, has several pitfalls
and overcoming these pitfalls seems difficult (€all2014a). Nishimura & Okamuro (2011b)
investigated the Japanese cluster policy implendebyethe Japanese government in 2601
More particularly they investigated the impact bé tdifferent support programmes on the
local cluster actors. In the Japanese cluster ypgrogramme, the government particularly
focused on R&D support (55 billion yen between 2@t 2004; represents 96.5% of the
“cluster subsidies”) while the focus on indirectwerking or coordination support was quite
small (2 billion yen between 2001 and 2004; repres&.5% of the policy-driven cluster
subsidies) (Nishimura & Okamuro, 2011b). This isamhe identical to the French cluster
policy subsidies investments. In total, the Fregollernment has spent three billion Euros for
the competitiveness cluster policy between 2005 201®. The three billion Euros had two
usages: a small portion (3.3%), reinforced by mastbp fees and local authorities, was used
for the functioning of the clusters organisatiortsle/the main portion (96.7%) was dedicated
to the specific projects (R&D projects, innovatipkatforms, or collective actions covering

very different themes).

One of the main conclusions of Nishimura & Okam(20611b) is that the Japanese cluster
policy’s indirect networking or coordination supp@ important and beneficial for the R&D-
intensive SMEs. However, compared to this indirettvorking or coordination support their
findings show that the direct R&D support seem$aoless important. One explanation of
these findings might be th&in order to avoid the criticism of wasting publitinds, the
government may finance projects with lower riskd higher private returns, which would be
undertaken even in the absence of public subsidishimura & Okamuro, 2011b, p. 724).
In the case of direct subsidies, the governmenthmnigave a risk aversion attitude.
Additionally, direct subsidies might also be usedrhore individualistic reasons and less for

collective reasons.

For example Weil & Fen Chong (2009), studying Ftealtister policies, point to the fact that
“some companies which were used to receive lardesidies from the state, were told that

™ In Japan such as in France the State plays a mamiin the cluster policy (see (Kitagawa, 2003) &n
explanation of the Japanese cluster policy system)
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the money now will flow mostly through the clugteficy”. The consequence is thus that
some policy-driven cluster actors showed an oppstic reason to start or to join a policy-
driven cluster, more driven by the fact to acce&®Rubsidies and less driven by building a
sustainable policy-driven cluster environmerdbwever, Weil & Fen Chong (2009, p. 15)
also argue that it was not alwaysure window-dressing”and that the strict policy-driven

cluster R&D subsidies rules (i.e. to involve alddE% and research and training institutes in

the R&D consortium) forced the large companiesdoagate a local dynamic.

Even though at some point the actors have to cwlde with each other, the question
remains which impact this behaviour might have ma wish to create a sustainable policy-
driven cluster environment with mutual trust andittknowledge exchange. Menu (2012),
also studying French cluster initiatives are delitiit more negative than Weil & Fen Chong
(2009). Menu (2012) studied two policy-driven clrstlocated in the region Brittany and she
concluded thatin both cases [..] the cluster strategy was, at #nd of the day, a summary of
large firms’ (and academics) own interests on R&3uies” (p. 831-832). For example,
instead of integrating SMEs in the strategic deadisiof the policy-driven clustefSMEs
were marginalized both in lobbying activities andhe executive committee§s. 830).

Menu (2012) explains these observations with théiquaarity of the French culture. Menu
(2012, p. 830) observed that ttEargaining between actors within the clusters amatside
was of hierarchical nature She explains this by tH&rench dirigisme” nature of which the
cluster policy is just another example, but also“the close ties between ministry and
industry”. These strong ties, where SMEs have difficultiesetder, are“close ties born
during school days (Grandes Ecoles) and/or by bgluyn to common civil service corps”
(2012, p. 830). According to Menu (2012) it is thwerful elite which somehow navigates
the policy-driven cluster interests and orientsritiewards their own benefits.

Menu (2012) explains her observations by refertmthe particularity of the French culture,
but Burfitt & Macneill (2008), primarily studyinglaster policies in the UK and therefore not
embedded in the French culture, draw similar caichs as Menu (2012). Burfitt & Macneill
(2008, p. 500) even think that following the wishwsa few, constitute one of the greatest
dangers of cluster policiescluster institutions are open to influence [...] lpowerful
business actors [and] [...] the greatest concern tefato their ‘capture’ by particular

institutional or political interests” Burfitt & Macneill (2008, p. 500) refer in this ctaxt to
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Andersson et al. (2004, p. 71) who already alettedhis “government failure” problem

where“individual needs” are privilegedat the expense of an economy-wide perspective”

3.2.2 Subsidies structure: one-shop vs. multiple shop sitegies

The last point we identified concerns the complegitthe cluster support structure. Burfitt &
Macneill (2008, p. 500), by referring to EnrighO@), underline thathe danger of cluster
organizations” is to be “overtaken by ‘bureaucracies”.That at the end, the support
structure, which is actually meant to help the @gliriven cluster, iSsqueezing out firm-
oriented development{Burfitt & Macneill, 2008, p. 500). Additionally, &fitt & Macneill
(2008, p. 500) question if the support structutest twish to create a regional dynamism,

would be better exerted and cheaper when provigiqatibbate support services.

Guisard et al. (2010) and many other French clusteearchers (Chabault, 2009; Erdyn, et
al., 2012; Gallié, 2008; Lallemand, 2013) obserxacdly this and underline that the French
policy-driven cluster and innovation support mecbans are generally perceived as quite
complicated due to the multitude of different agesenvolved.

3.3 Dilemmas on defining objectives

Another political dilemma that we identified in tlduster policy literature concerns the

objective of the policy and the drivers that matévthe actors to participate in the adventure.

In the first chapter we have already discussed c¢hadter policies try to combine several
policies that were historically treated separatilypolitical terms this also means that a range
of different political authorities with a range dffferent objectives try to push their agenda
into the cluster policy effort (Burfitt & MacneilR008). This problem was also identified by
Burfitt & Macneill (2008, pp. 498-499) who stredsat the “holistic nature” of cluster
policies which was particularly appreciated in beginning“may ultimately represent one of
its greatest weaknesseahd that the varying objectivésan distort its objectives and dilute

its value as a tool for economic development”

In the 1980s scholars started to discuss hdigrmw the next Silicon Valley{Miller & Cote,

1985) or how to“breed innovation clusters”(DeBresson, 1989, p. 1). Several other

> The “abuse” of government aid in a cluster potioptext were also addressed by Enright (2003).
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researchers followed in order to investigate how #&ngovernments can “clone” Silicon

Valley's in their countries (Bresnahan & GambaraeR004; G.-J. Hospers, et al., 2009; D.
Rosenberg, 2002; Christian Saublens, 2007; Zha®§3)2 Even though governments
consecrate a high amount of public resources th poticies (Fen Chong, 2009), the results

stay very mixed.

Some authors argue that one of the reasons whretludts stay mixed is because the cluster
concept is simply too fuzzy and ill-defined (Markns 2003; R. Martin & Sunley, 2003),
touching too many policy areas. Academics are tlebras not always one and the same
opinion where cluster policies stand regardindhaldifferent traditional policy streams.

Some authors think that cluster policies have gmiptcome one of the major axes of
industrial policies (Aiginger, 2007; Capron, 201d) that it is simply dnew approach to
industrial policy” (Guisard, et al., 2010). Others again argue ‘ttlaster policy is...a well-
known instrument in innovation polic{Mans, et al., 2008, p. 1375), that cluster peficare
“a powerful instrument at the intersection betweeegional and industrial policy”
(Schmiedeberg, 2010, p. 389y that “cluster policies can be regarded as regional,
industrial, or technological policiesNishimura & Okamuro, 2011a, p. 118). Boekholt &
Thuriaux (1999, p. 382) and Nishimura & Okamig®11a), similar to the OECD (2007),
situate cluster policies at the boundaries of thtifferent policies namelyindustrial policy
(including SME policy), regional development paliand science and technology (S&T)
policy”. However, the boundaries stay very blurry.

Discussions about cluster policies and the undeglyambiguity of multiple (maybe
sometimes contradictory) objectives is far fromseld among academics. However, when the
operationalisation phase of cluster policies stattss ambiguity of objectives creates
problems on the field. When we dig further into thester policy literature we can identify
two main issues that can lead to potential dilemmiagdustrial excellence vs. regional
development objectives; and an absence of an @intrimotivation to build the policy-driven

cluster.

3.3.1 General objective: industrial excellence vs. regiad development

Several authors criticise that it is difficult torabine industrial excellence objectives with

regional development objectives. For example Stmmbet al (2010) compared the

93



First part: Literature review - Chapter two

institutional settings and multi-level governmepeseificities of cluster policies implemented
in North Carolina (USA) and Bavaria (Germany). Tleycluded that compared to the USA,
German‘“clusters are usually not identified through academmapping exercises, but rather
through top-down political decisions, open bargami or negotiations among stakeholders
behind closed doors(Sternberg, et al., 2010, p. 1077). This leadthéoproblem thatin
Germany cluster policies are generally troubled thg traditional orientation of regional
policy towards the goal of spatial equity, whicHusdamentally at odds with the growth and

competitiveness focus of cluster poli¢$ternberg, et al., 2010, p. 1077).

Sternberg et al (2010) came to this critical cosicln regarding the German cluster policy,
which according to them is too much oriented towarjional development than on focusing
on competitiveness and excellence. If we look aéaech that is done on the French cluster
policy the picture does not look much different. 8905, France decided to label
simultaneously 67 clusters on its territory. Famgocauthors (T. Weil & Fen Chong, 2008) the
high amount of labelled clusters in France waspilusf that the French government finally
privileged a more regional policy approach (witle thbjective to also help less performing
regions) than an industrial “excellence” policy eggach only focusing on the most or
potentially most performing systems (for examplehsias Germany and its BioRegio
competition). The orientation of the French cluspalicy was not transparent as well
(Youneés, 2011) but such as in the German casen{&ag, et al., 2010, p. 1077) happening

“behind closed doors”.

The main problem of the regional vs. industrial @epment dichotomy is that regional

development is often associated with helping reg@md local actors that struggle to keep up
with the national or global competition. Howeveojre authors fear that a regional policy
intermingled with an industrial policy can leaditelping industrial branches that will anyhow

die at some point.

For example Hospers et al (2009, p. 297) heaviliicise Porter’s opinion that cluster
policies are*a horizontal and market-friendly approachthat is better than the classical
industrial policy. Hospers et al (2009, p. 297)umrghat cluster policies are also simply
“reduced to industries’ Additionally, cluster policies such as traditibmadustrial policies
function by targeting a certain beneficiary. Anusttial policy targets certain companies the

cluster policy targets certain cluster, and eagte tihe question of whom to choose is crucial
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but at the same tim&a risky venture because of large information asyetmes between
entrepreneurs and policy maker¢G. J. Hospers, et al., 2009, p. 29¥pr Hospers et al
(2009, p. 297) particular problems emerge when it comes to higinteluster policy and
low-tech cluster policy” For them supporting high-tech clusters is like“@alustrial policy

of ‘picking winners™” while a low-tech cluster policy is ‘dacking losers” policy (G. J.

Hospers, et al., 2009, p. 297).

Similar to Hospers et al (2009), also Giuliani (3pbr Burfitt & Macneill (2008) underline
that “backing losers” might actually be extremeanderous. Giuliani (2013, p. 1417) stresses
that“in a growing cluster, new employment and markepapunities emerge and naturally
replace those lost due to exiting firmsf,policies intervenethat try to“help the weakest
firms to survive”this might have a negative impact on the regionfiBu& Macneill (2008)
even go one step further and say that helpingersighat are on the terminal decline might
even“ manipulate [...] the cluster designation processieh] may [...] reinforce lock-in by
supporting traditional declining clusters on thesimof their political backing or by crowding
out the development of realistic new ones by priomgopolitically-motivated (high tech)
fantasies”. So instead of a natural painful decline that @eatpace for a new start and a

healing process, the suffering process is prolorgetthe healing process postponed.

A recent quantitative article studying a Frenchstdu policy (SPL) shows that the State
actually had an involuntary and hidden “backingelss approach and that the results of this
policy “are not very positive”(P. Martin, et al., 2011). Even though the polioitially did

not want to help “lagging regions”, the resultswhd that this was exactly done and thhe
policy targeted firms in regions and sectors thatrevexperiencing difficult times in terms of
productivity and therefore competitiveneg®. Matrtin, et al., 2011, p. 119). They concluded
that this might bébureaucratic continuity” as the agency in charge of this policy (the
DATAR) was initially responsible t&promote territorial equity”, something they somehow
could not abandon. In the end the results show ttiat'the policy did not succeed in
reversing the relative decline in productivity fitre targeted firms [and] the policy had no

effect on the employment and exports of fir@#s"Martin, et al., 2011, p. 120).

The literature shows that cluster policies neebtidalerted regarding the divergent regional
vs. industrial development objectives. On the oaed) governments have to be alerted not to

pursue a “consensus policy” between different malitagendas instead of a policy that
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pursues one goal that the policy tries to fulfiltihe best possible manner (Sternberg, et al.,
2010; T. Weil & Fen Chong, 2008; Youneés, 2011).t0@m other hand, governments have to
be alerted regarding the “backing losers” phenomesiad the prolongation of the regional
suffering process (Burfitt & Macneill, 2008; Giutin 2013; G. J. Hospers, et al., 2009).

3.3.2 Motivation: intrinsic motivation vs. policy prescription

We already discussed that successful historicaheles, like Silicon Valley and the Emilia-
Romagna region, had one common characteristic, Iyaameexternal “challenger” that they
wanted to surpass (in the case of Silicon ValleyRioute 128, in the case of Emilia-Romagna
the First Italy). As the objectives of policy-drivelusters, are often very blurry, actors can

reinterpret them and develop an intrinsic motivatio build the policy-driven cluster.

These drivers and objectives do not have to be emmus among the different actors
involved in policy-driven clusters. For example|l&eet al (2011) studies the implementation
of cluster policies in Bulgaria. In their researdiey clearly show how the cluster policy is
situated at different institutional levels and eaththese“different groups” use the cluster
concept for their own purposeSellar et al (2011) particularly focused ‘the articulation of
cluster policies at European Union level, Bulgariaational level and local level’Their
results show that at the European Union level thster concept is useths part of its
innovation strategy and a tool to compete with theted States in the generation of new
knowledge” (2011). However, at the Bulgarian national leveingis already look quite
different even though they also brand it as cluptdicy. The Bulgarian government sees
“cluster policies as a tool for economic reconstion” (2011). After the end of communism,
the high-tech industry collapsed and the economgtwlewn. Innovation is less important
than the reconstruction of the economy. So the mdoethe cluster policy is particularly
used to inject'capital in a cash-poor economy and [to conductpstantial reforms of the
public sector” (2011). If we go another step down, to the locakelewe can add a third
interpretation of the cluster concept. The localeleis strongly dependent from foreign
investors so it primarily used the cluster conapta marketing tool to attract these foreign
investors (Sellar, et al., 2011). Also Perry (20G&udying New Zealand cluster initiatives

underlined that there are different rationalitiesexisting in the policy-driven cluster context.

There are plenty of reasons why economic entitexsde to join forces (Child & Faulkner,
1998; Huxham & Vangen, 2005; Noteboom, 2004; Sati& Skelcher, 2002). Among the
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most cited reasons are for example the accessaonees based on the resource-based theory
(Barney, 1991, Penrose, 1959); cost minimisatisetdan the transaction cost theory (Coase,
1937; Williamson, 1985); shared risk; or learningdannovation (Powell, 1998; Powell,
Koput, & Smith-Doerr, 1996). Even though most oe tbluster literature is based on a
resource based or learning and innovation arguriienigolicy-driven clusters might need
another type of analysis.

In a more public management domain and more pigdis¢he community-building domain,
another driver to join forces is often discusséwdred vision. Himmelman (1996) says that in
order to reach a change in a community, a shaedrvhas to be created. This shared vision
can be created in a continuum between collaboratetterment and collaborative

empowerment.

On the one extreme we find collaborative bettermbat“begins within public, private, or
nonprofit institutions outside the community and bsought into the community”
(Himmelman, 2002, p. 5). The process of collaborais not launched within the community
in an endogen manner, but the commufigyinvited into a process designed and controlled
by larger institutions”(Himmelman, 2002, p. 5).

On the other extreme, we find collaborative empomeat that'begins within the community
and is brought to public, private, or nonprofit fitgtions” (Himmelman, 2002, p. 5)n the
collaborative empowerment strategy the communggliitstarts the collaboration process
without an outside hierarchy dictating the conditioGenerally, if governments want to
create shared vision by using empowerment, twostyfédasic activities are necessdi(L)
organizing a community in support of a collaboratpurpose determined by the community;
and (2) facilitating a process for integrating oules institutions in support of this community
purpose” (Himmelman, 2002, p. 6).

Installing the “right” drivers and objectives for @olicy-driven cluster is a challenging
endeavour. Particularly, because passing from aenimtterment condition to a more
preferable empowerment condition is not obvitluscause institutions usually cannot easily
secure the confidence and trust of those theyallyitiexclude from meaningful decision-
making” (Himmelman, 2001, p. 283). Even though Himmelm&®01) does not explicitly

focus on policy-driven clusters, his research seempertant to take into account in a policy-
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driven cluster context. Particularly, when governisalefine policy-driven cluster objectives
that then have to be transformed by regional adtbosconcrete actions.

3.4 Conclusion

In this section we discussed all the “politicalediimas” that we identified in the cluster
policy literature. Table 14 summarizes the threanmaolitical dilemmas (policy-driven
cluster boundaries, policy-driven cluster subsidisd policy-driven cluster objectives &

motivations) and their attributed symptoms discdseehis section.

Table 14: Political dilemmas

Main dilemmas Associated dilemmas Examples of authors

Defining PD#la - Geographical boundary: local vs. non{Chabaud, Messeghem, &
boundaries local (difficulty to privilege political vs|{ Sammut, 2011; Ebbekink &
(PD#1) practitioner reality) Lagendijk, 2013; Gaffard, 2008;

Kitagawa, 2005; Youneés, 2011)
PD#1b - Organisational boundaries: local vs.(Burfitt & Macneill, 2008; Perry,
national (difficulty to decide on the right level and2005; Rutherford & Holmes, 2007)
entity to manage the policy-driven cluster)
Defining subsidies| PD#2a - Subsidies typeindirect vs. direct| (Burfitt & Macneill, 2008; S.
(PD#2) subsidies(difficulty to decide how to foster R&PMenu, 2012; Nishimura &
networks) Okamuro, 2011b; T. Weil & Fen
Chong, 2009)

PD#2b - One-shop vs. multiple shop strategiegBurfitt & Macneill, 2008;
(advantages and disadvantages of both, alwaghabault, 2009; Guisard, et al.,
depends on the perspective) 2010; Lallemand, 2013)

Defining PD#3a - General objective: industrial excellenggBurfitt &  Macneill, 2008;
objectives (PD#3) | vs. regional development objectivédifficulty to | Giuliani, 2013; G.-J. Hospers, et
decide, consensus between different political., 2009; Sternberg, et al., 2010;[T.
agendas instead of a policy that pursues one goalyeil & Fen Chong, 2008; Younés,
2011)
PD#3b - Motivation: intrinsic motivation vg (Himmelman, 1996; Perry, 2005%;
policy prescription (difficulty to find the right| Sellar, et al., 2011)
balance between guiding the policy-driven clusters

and leaving them enough space to develop

motivation)

4  Drivers of pathologies: managerial dilemmas

The second type of policy-driven cluster dilemmiaat twe identified in the literature is of
managerial nature. As already discussed in chapter a huge amount of grey literature has
emerged that tries to help policy-driven clustemagers in their management endeavours
(CLOE, 2006; Cluster Navigators Ltd., 2001; DTI,029) GTZ, 2007a, 2007b; Innovation
America, 2007). Generally these policy-driven austnanuals read like a pell-mell of
different business school disciplines, focusing éxample on how policy-driven cluster

managers can set up business plans, conduct std&ehoalyses, or cluster marketing (GTZ,
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2007a, 2007b). However, they do not look from agaarsational point of view on these
public management challenges, something that thatgts to emerge and is particularly

important in policy implementation (Saussois, 2008)

Also academics start focusing on these managemssms as the article from Coletti (2010)
shows. Coletti (2010) exploits data from a globaligy-driven cluster manager survey. The
results reflect the general policy objectives ofliggedriven clusters and not the

implementation dilemmas encountered on the fiedd ¢kample who should be the leader?).
For example the most important tasks mentioned dilicypdriven cluster managers are:
“fostering exchanges between cluster members (@agtworking), networking with

stakeholders, lobbying, identifying and integratingew cluster members, strategy
development for the cluster (e.g. identificationnmdrket opportunities), organising events”
(Coletti, 2010, p. 685). Similar results were atleabtained by Sélvell (2003, p. 10) who
advocated that the most important elements of @lusttiatives is to foster networks among

people and firm&°

However, below this first level of objectives thesea richness of managerial dilemmas that
emerge by setting up policy-driven clusters withidefined geographical and organisational
boundary in which one tries to foster networkingl amovation. Innovation is for example
not mentioned as one of the main policy-driven telusbjectives in the surveys of Coletti
(2010) or Sélvell (2003) (only at the"8and 4" place respectively), as cluster policies
somehow implicitly assume that networking will autatically lead to innovation.

We are able to distinguish three different typesnaihagerial dilemmas that seem to have a
strong impact on the performance of policy-drivdasters (see Figure 12). These three
dilemmas emerge because of the difficulty to martagemultiple actors involved in policy-
driven clusters as well as the wish to foster iratmn and collaboration within a defined

8 Coletti (2010) also focuses on the skills that '®usnanagers need to have, here he identifiedthieamost
important skills for cluster managers dkmowledge of the cluster's specific sector/indystcommunicative
skills (e.g. presentation, mediation, negotiatingadership capabilities, team managemeritiearly 15 years
early Cooke (1996, p. 170) also already tried enidy the necessary skills of cluster managers @arde to
similar results*Whichever personnel occupy whatever roles in tiewdrk "hearts" - the Innovation Centres -
they must: have the five key networking skills [Recity, Trust, Learning, Partnership, Decentralif be
psychologically open, enthusiastic, “fanatical”; mine technology/business management/and marksekitss
must be able to convince firms to become membsol@tes/subscribers/supporters/users of the nddwits
hubs and spokes; must themselves be innovativatire-taking; must be well-networked within thewuntry
and beyond to innovation centres and systems”
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entity named “policy-driven cluster” but that isrye“open” compared to a traditional
organisational setting.

Figure 12: Managerial dilemmas of policy-driven clsters

4.1 Dilemmas on managing actor involvement

The first important point to discuss concerns tbenglex nature of policy-driven clusters,
particularly due to the multiple actors involveddaheir conflicting views. We first focus on
the difficult question of leadership in policy-dew clusters and then on the necessity to
accept that policy-driven cluster actors have anieg capacity that can be hindered by an
“administrative straightjacket”.

4.1.1 Leadership: who is in charge?

The leadership issue in policy-driven clustersiigeasingly treated by cluster policy scholars
and identified as a major dilemma. The objectivelaster policies is to make collaborate a
variety of different actors but this oblig&solicy-makers not only [to] mov[e] outside their
traditional departmental boundaries but also [tahgag[e] with a wide range of relational
iIssues amongst firms, institutions and other aceash with their own raison d'étre, culture
and spatial scale of operatior(MacNeill & Steiner, 2010, p. 444). However, itnst evident
that the policy-makers manage to bring all the$ierdint types of actors around one table in

order to work constructively together.
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In order to handle this high complexity, LundequidPower(2002, p. 698) conclude that it is
particularly important“to give authorization to one or a few people totas cluster
‘drivers’.” They call them“civic entrepreneurs”, coming either “from the public or the
private sector.”"These civic entrepreneurs have to be in the ceftidre policy-driven cluster
and“have a capacity to act as a network broker betwsentors and individual interests.”
Hereinafter, we shortly discuss two cluster pokcgamples where the “civic entrepreneur”
theory seems to be employed (Bavaria and Austrid)t&o other examples where the “civic
entrepreneur” theory seems not to be employed ¢erand UK) and therefore causing

several leadership problems.

For example, Menu (2012) analyzed the French palityen cluster leadership system (in
Brittany) and also the German policy-driven cludeadership system (in Bavaria). In the
Bavarian policy-driven clusters the leadership ¢joasseems well organised by giving one
“civic entrepreneur” the responsibility for all poj-driven clusters situated in the region and
thus having concentrated in one local person skvesaonsibilities and also the necessary
authority to get things done. However, the situai®quite different in France. Menu (2012,
p. 830) argues that it is not that easy‘daderstand leadership”in French policy-driven
clusters because one also has to take into actbefipolicy dimension”™ Menu (2012, p.
831) underlines that the French policy-driven dustare, compared to the Bavarian policy-
driven clusters;weak institutionalized clustersWhere leadership emerged only slowly and
difficultly. Additionally there is no regional umélta structure but all regional policy-driven
clusters depend directly from the state. The Frestelte requires from each of the local
policy-driven cluster leaderto follow central guidelines”(for example to draft a strategic
administrative plans) but on the other hand doésaocord enoughresources to enact them
efficiently” (S. Menu, 2012, p. 831). The result is that thenEh system, compared to the
Bavarian system, looses a considerable amountned tvith administrative and reporting
tasks and has thus less time to for animatingaba hetwork.

The German (Bavaria) policy-driven cluster leadgrdystem seems similar to the Austrian
(Styria) leadership system. In both cases, a palioyen cluster leader sets the general
strategy but at the same time allows the localracto actively participate in the strategy
development. According to MacNeill & Steiner (2018, 445), in the Austrian case, the
leadership system is handled in a post-modern’igyaative management style, i.e.

“conceived as an open participative procesdlowing“trial[s] and error[s]”. According, to
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them this creates a favourable policy-driven clustezironment and the policy-driven cluster
management results are better than when using gublic sector management approach.

MacNeill & Steiner (2010, p. 445) distinguish beemetwo forms of policy-driven cluster
leadership. On the one hand, they identifjjuster coordination as mutual strategy
development’which they relate to Gibney et al.’s (2009post-modern’ participative
management style(the case of Styria). On the other hand, they iflerat “traditional
partnership working where a hierarchical leader ssed strategy and goals within the
‘partnership™ who then do not participate in the amelioratioriha process. They relate this
traditional approach to Gibney et al.’s (200®yew Public Sector Management'approach.
The French case, seems thus more similar to thispublic sector management leadership
style while the Austrian and German cases discusstr literature seems closer to the post-

modern participative management style.

Similar to the French case, also the UK (West MidE seems to adopt a more hierarchical
approach to policy-driven cluster management. Budt al (2007, p. 1288) analyzed a
medical technology cluster in the West Midlands aodclude, such as Merfd012) for the
French casethat not only“resources” were low but that théinstitutional capacity and
leadership [...] [was] weak” This was amplified because of two reasons. Frstcluster
privileged “avoid[ing] division amongst key regional players.]] over the creation of a
workable definition of the cluster” (Burfitt & Maeill, 2008, p. 500and secondlocal and
regional public bodies [had] limited autonomy witlgard to national governmen{Burfitt,

et al., 2007, p. 1288Yhe combination of all these factors seems to hititeeemergence of a

positive cluster development.

To sum up, local leadership and a dynamic clusemeldpment seem to be particularly
hindered when resources are low, strategy is ndt ibua participative manner, and the

central state keeps too much administrative powerpared to the local cluster organisations
(Burfitt, et al., 2007; MacNeill & Steiner, 2010; Blenu, 2012).

4.1.2 Learning: learning capacity vs. administrative straghtjacket

Another important element to take into consideratidhen implementing cluster policies is
the learning capacity of the involved actors. Thelsister actors gain, little by little, more

experience. If the different policy-driven clustators are allowed to and if the cluster policy
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is not too rigid, they might improve their functiog and so slowly construct a better cluster
policy. However, several cluster policy specialistalerline that policymakers tend to keep

cluster policies in afadministrative straightjacket’(Ebbekink & Lagendijk, 2013, p. 740).

The following examples will show that several coigg seem to have similar problems
regarding the administrative rigidity when implerting cluster policies. According to Burfitt
& Macneill (2008, p. 497), the managerial dilemmésit policymakers are facing by
implementing cluster policies is particularly due the fact that they traditionally
“conceptualiz[e] the policy process as a largelywdar phenomenon where traditional,
professional project management skills were at @enpum”. However, in the cluster policy
case they have to moviéowards [...] [a] more fluid ‘relational’ processeshat favour

association, interaction and collaboration betwardividuals, institutions, firms and other
concerned groups.The logic behind this new type of policy is no¢ ttame as in traditional

industrial or regional policies.

For example, Ebbekink & Lagendijk (2013, p. 738&gue that the'policy processes’are
happening irfisolation” , “occur at too much of a distancednd that thé‘communication
circuits [are] institutionalized and bureaucratized impenetrable structures”Therefore
they urge for privileging'policy leverage” instead of“cluster building” by assigning an
important role td*civic entrepreneurs” (2013, p. 738)For them policy leverage is among
others concentrated dhreaking through administrative barrierand consists dfcollective
strategy-building” meaning“an ongoing, informal strategic dialogue betweeall" cluster

stakeholders'which will collectively allow to learn and createt@an (2013, p. 738).

Also Sotarauta (2012, p. 792) criticizes thdte policy process is believed to proceed in
linear discrete stages’and thatpolicy makers are seen &ggsassive recipient[s] of given
recommendations in an expert-driven and technocrpglicy process. Instead of a linear
process, Sotarauta (2012, p. 792) after conduetmig-depth study of a Finish cluster policy,
argues that policy making is a learning process in which theopplicy practice, and
feedback from the “real world” coevolve constafitland that this process is more an

“evolutionary story”.

Lundequist & Power (2002), who conducted in-deptidies of Swedish cluster initiatives,

also conclude that the cluster policy process isantinear process. Lundequist & Power

103



First part: Literature review - Chapter two

(2002, p. 697) underline thdpolicy-makers and practitioners all too often viegluster
initiatives as programmatics to be developed anplémented along some sort of uni-linear
timeline”. Instead of this uni-linear timeline approatlundequist & Power (2002, p. 697)
show with their Swedish case studies thdksaccessful cluster building involves a more
reciprocal process that can be described as an aingy conversation amongst various
stakeholders (or even stockholders) in economieldpment.”

Also several studies analysing the French clussécypcome to the same conclusion (Carré,
et al., 2008; Gadille, et al., 2013; Galli¢, et @012; T. Weil & Fen Chong, 2009) The
study of Weil & Fen Chong (2009) needs particulsergion because they analyzed in detalil
the learning capacity of the different cluster astand conclude that a cluster is in fént
ecology of fast and slow learner§T. Weil & Fen Chong, 2009, p. 18) Their analysighe
French cluster policy shows thédthe government has been a slow learnerhile the
different cluster managers are fast learners aedltifierent cluster membeftasually adapt
quite well after some experimentation. Those witih tstakes or smart opportunists stay,
others leave or become sleeping participani®. Weil & Fen Chong, 2009, pp. 18-19).
Compared to the other studies they not only idiedtithat the actors of the policy-driven

clusters are “learning” and evolving but that tladso have different learning speeds.

The fact that each learning process needs actaaltgrganisational learning time”which
might not always be very fast is also underlineddayré et al. (2008). Carré et al. (2008)
even considers that according a cluster thiganisational learning time”is an essential
dimension of the success of the policy. They palaity alert to the fact that the learning path
might be much longer when the local actors are ussd to working together and in

metropolitan regions where the cooperation is ewere difficult.

To sum up, taking into consideration the learnirggacity of the different actors is an

important element in order to help the cluster@olinfold in an effective manner.

" The results of the article where | participatedl(i, et al., 2012) will be presented in the thirat (results
and discussion).
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4.2 Dilemmas on managing innovation processes

Another important point to discuss is the managenwéninnovatiorf® in policy-driven
clusters. Even though ample literature exists mowation management in organisations, the
literature focusing on innovation management ingyediriven cluster is very scarce (Bocquet
& Mothe, 2010; Lefebvre, 2013). This tendency of addressing innovation management in
policy-driven clusters is also reflected in polidgven cluster surveys. In several surveys
(Coletti, 2010; Solvell, et al., 2003), innovatioranagement, compared to networking efforts,
is not mentioned as one of the top priorities fotiqy-driven cluster managers. This is
somehow a great paradox in the policy-driven clussality and academic literature, as
fostering innovation is actually one of the corgeghves of every cluster policy. Therefore,
Lefebvre (2013) recently thus to pass from ‘actcidental brokering to purposeful

brokering” process in clusters in order to foster innovation.

A large body of cluster literature treats the adagas of face-to-face interactions within
territories (Gertler, 1995, 2003; Lawson & Lorert999; Maskell & Malmberg, 1999;

Storper, 1995; Storper & Venables, 2004). The ugohgy assumption is that through face-to-
face interactions, people can more easily transfeit knowledge (Nonaka, 1991; Polanyi,
1966)°. Additionally, the co-location of companies alseates more trust between the
companies which facilitates the installation oftitagional norms of cooperation (Lawson &

Lorenz, 1999; Storper & Venables, 2004). Finallhege circumstances increase the
innovation potential of clustered companies as a&llhe competitive advantage of the whole
nation (Porter, 1990, 2000a; Porter & Stern, 208bme academics though, like for example
the geographers Torre (2008) or Shearmur (201kak l critical stance regarding clusters
and innovation. Both argue that the role of permam@ographic proximity on innovation

remains questioned.

8 Innovation is defined a%he successful implementation of creative ideg&mabile, 1996, p. 1) or the
“commercial exploitation” of new ideas (Swann, 2009, p. 25) that means ‘thatommon feature of an
innovation is that it must have been implementechev or improved product is implemented when it is
introduced on the market. New processes, markatiegnods or organisational methods are implementeenw
they are brought into actual use in the firm’s cgéns” (OECD & Eurostat, 2005, p. 47). Most of the litera
(for a comparison between process, product andnig@@onal innovation also see Boer & During (2001)
distinguishes four types of innovations (OECD & &stat, 2005, p. 46)'the implementation of a new or
significantly improved product (good or service), process, [or] a new marketing method, or a new
organisational method”(Organisational innovation: for exampla ‘hew organisational method in business
practices, workplace organisation or external riais” (OECD & Eurostat, 2005, p. 46)Lluster policies
particularly focus on product innovations.

9 Explicit knowledge is codified and can be commatéd over long distances. Tacit knowledge is non-
codified, predominantly transferred through facdatce interactions and thus place bound.
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In case authors do agree that proximity triggerswkadge exchange and innovation, a
controversial persists regarding the type of pratyimeeded in order to generate knowledge
spillovers between regional actors. Beaudry & Sabdrova (2009, p. 320) did a great
literature review on the topic and conclude thag¢ehdifferent opinions persist: specialisation,
diversity and competition (see Table 15). The acade that argue that specialization is
needed in order to facilitate knowledge spillovansl thus innovation base themselves on the
MAR (or Marshall-Arrow-Romer) model which was forlizad by Glaeser et al (1992)
The ones that claim that regional diversity is mpartant source of knowledge spillovers
base their research on the works of Jacobs (1939)1Finally, the ones that advocate that
regional specialisation is important coupled witghhcompetition, base their work on Porter

(1998b). However, the discussion about who is tfighfar from closed.

Table 15: Sources of knowledge spillovers in cluste

MAR Jacobs Porter
Specialization + - +
Diversity - + -
Competition - - +

Source: Beaudry & Schiffauerova (2009, p. 320)

So besides the fact that cluster researchers ilreattsure what exactly triggers knowledge
spillovers, governments have implemented clustelicips. They did this, as already
discussed, mainly based on Porter’s cluster contleps privileging regional specialisation.
The question is in a certain manner no longer wkygle of proximity generates knowledge
spillovers but what can policy-driven cluster magragdo in order to foster knowledge
spillovers and innovation in specialist policy-anvclusters. However, the process leading to
an innovation is treated like a black box. Chiar&@rChiesa (2006) underlined that the cluster
literature constantly tries to describe clustersdmes not focus on the dynamics of the cluster

and ignores this black box.

In this section thus we do not focus on the retedip between proximity and innovation but
on the role that policy-driven cluster managersy pia fostering innovation among the
members of their policy-driven cluster. Hereinafter fist discuss which types of processes

lead to innovation, and then we will focus on thierdmas of the creativity process, the

8 The MAR model is based on the works of Marshali9@ (1920)), Arrow (1962) and Romer (1986) (thus
MAR).
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research process and development process. We egilttsat each process needs a slightly
different type of management and can be harmecktigio behaviours.

4.2.1 Introduction: processes leading to innovation

The literature stipulates thanhanagement cannot ensure innovation succebsiwever they
“can influence its odds”(Van de Ven, Polley, Garud, & Venkataraman, 1999]11). This
contemporary approach of innovatidiakes into account that a social environment bdzet
created and managed in order to foster the progethsd lead to innovations (Caraca,
Lundvall, & Mendonca, 2009).

It is important to distinguish the processes thatllto an innovation and the innovation itself
(i.e. the successful commercialisation). The preegghat lead to innovations doemplex,
uncertain, somewhat disorderly, and subject to gesnof many sortslike for example
“market environment, production facilities and knedge, and the social contek{Kline &
Rosenberg, 1986, p. 375). What is important, isdifig the right activiti€§¥ and
environmental conditions that might positively irdhce the processes leading to innovation.

Historically the process leading to innovation vé&een as a linear process (Swann, 2009),
going from research over invention to developmert @inally to hopefully an innovation.
Today researches have shown that there are muttipteesses leading to innovation and that
these processes are not linear but more compléxgthdack and forward between various
stage®. It is a permanent process between exploratiomes ideas and exploitation of
results (March, 1991) (see Figure 13).

8 The traditional approach towards creativity andowation was very person-centered, meaning that the
“conventional wisdom”was that“creativity is something done by creative peopl@mabile, 1996, p. 1).
According to Amabile (1996, p. 1) academic resedrelped to understand thieackgrounds, personality traits,
and work styles of outstandingly creative peopbeit this traditional approacignored the role of the social
environment in creativity and innovation”

8 These innovation activities might be ‘stientific, technological, organisational, finaradiand commercial”
nature, allintended to, lead to the implementation of innimas” (OECD & Eurostat, 2005, p. 47).

8 see (Caraca, et al., 2009; Swann, 2009) for aisisen of the new processes leading to innovation
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Figure 13: Processes and intermediary results leaalj to innovation

Source: slightly inspired by Swann (2009)

Swann (2009, p. 26) distinguishes four differerety of exploration processes that might
lead to innovation in the end: a creativity proceseesearci process, a development process
and a desidit process. All of these processes intermingle aedtertogether different types
of intermediary results: (1) inventidfisn the form of newfideas, sketches or models for a
new product or process, that may often be paten{8a/ann, 2009, p. 25); (2hew scientific
knowledge, hypotheses and theorieHiiat are “expressed in research papers and
memoranda” (Swann, 2009, p. 26), (3plueprints, specifications and samplegSwann,
2009, p. 26), or (4) desiffthat makesa product stand out®.

These intermediary results are important in ordesuummarise the accumulated knowledge,

to render the knowledge explicit and thus to bedthrance towards innovation. The different

8 Research can be split into basic research andedprdsearch, but | will not distinguish betweeast two
types of research in this thesis. Basic researéihitien: “Basic research is experimental or theoretical work
undertaken primarily to acquire new knowledge af tmderlying foundation of phenomena and observable
facts, without any particular application or use wew” (OECD, 2002, p. 30). Applied research definition:
“Applied research is also original investigation dertaken in order to acquire new knowledge. Ithiswever,
directed primarily towards a specific practical aion objective”(OECD, 2002, p. 30).

8 wWe will not discuss the design process in moraibjets it is the less important process for theetbeing in
policy-driven clusters. See Annex 16 for a shamoiduction to design thinking.

% Compared to innovations, inventions are not corsiabsed yet.

8 Design can be considered as a process but atseeasilts (Swann, 2009).

8 Design“adds the extra dimension to any produ¢fohn Harvey Jones, cited by Swann, 2009, p.2€3ign

is expressed in the form tthe quality of the way it matches the purposellskind personality of the user, of
the visual communication which goes with it, of @mvironment in which it is sold, and of the imagets
maker” (Bernsen cited by Swann, 2009, p. 26).
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processes and intermediary results already shavwttteannovation process is highly complex
and that a constant back and forward between diifeprocesses and intermediary results

exists.

Hereinafter, we will now discuss each of the faunavation processes and the factors that
influence these proces&&sin the end we underline the common and contriagjdiactors

between the four processes.

4.2.2 Which stage matters most? — Creativity vs. Researors. Development

Three processes simultaneously lead to innovatioeativity, research and development.

However, all of them need another organisationairenment to be efficiently fostered.

4.2.2.1Creativity process

First of all, we concentrate on the creativity ms&. Until recently, companies still thought
that they just had to inve$h extensive internal research laboratories, hitee most brilliant
people [...] and then wait patiently for novel prothito emerge’(Chesbrough, 2007, p. 12).
However, today, the increasing developing costplesliwith an increasingly short product
life cycle (Chesbrough, 2007) force companies tprowe their innovation processes in order
to be faster than their competitors. However, asequence of these acceleration tendencies
is that“creativity gets killed” (Amabile, 1998, p. 77), particularly if no soceahvironment
favourable for creativity (and all other processsding to innovation) is build (Amabile,
1996).

Amabile (1998, p. 77) argues that creativity geiited “much more often than it gets
supported”. This is due to work environments that are meant‘maximize business
imperatives such as coordination, productivity, acwhtrol” but in doing so hinder the
development of creativity, the most elementary eostone of innovation (Amabile, 1998, p.
77). Amabile (1998) and Amabile et al (Amabile, @poon, Lazenby, & Herron, 1996)

distinguish several factors that are particulangportant in the creativity processes:

8 We only focus on factors that can be influencedrianagement and we do not focus on context fastmh
as “external background data (such as socio-politicadntinuity or the legal system) [...] and internal
background data (such as the legal form or the eizthe organization)”(Ernst, 2002, p. 3) and we do not go
into the psychological dimensions of expertiseative-thinking skills, and motivation (Amabile, 189

109



First part: Literature review - Chapter two

supervisory encouragement and no evaluation cdftumrganisational encouragem®nt
different types of work group features such as ity trust, respect but at the same time no
“shotgun weddings®; control over one’s work; resources (particularly time and moriéy)

challenging worf®; and regularly participation in expertise & creatthinking conferencé$

In the cluster policy literature, two topics regaglcreativity start to emerge: the impact of

financial incentives and the problem of innovatiock-in.

Avoiding financial incentives
Bocquet & Mothe (2010) analyse two French policiein clusters by comparing their
“knowledge identification”phases, theitknowledge acquisition and utilizationphases, and

finally the role of the policy-driven cluster gowance in this process. The results show that

% Supervisory encouragement and no evaluation @iltrgood supervisor has to set goals, be supgodiv
shows confidencél996, p. 1166). Additionally in order to developassion for the subjetpeople need to feel
as if their work matters to the organizatio(£998, p. 83)In highly creative organisation these are not asto
but intrinsic rewardsHowever,very often differentlayers of evaluation”hinder the creative process (1998, p.
83). This “evaluation culture” does not spore dréigt as people then focus dithe external rewards and
punishments associated with their outp(998, p. 83). Such an evaluation culttcecates a climate of fear,
which again undermines intrinsic motivatiof’998, p. 83). In case an idea is not acceptetidwierarchy, it is
important to encourage the person to continue diséfforts despite the drawbackf people do not perceive
any "failure value" for projects that ultimately dwt achieve commercial success, they'll beconseded less
likely to experiment, explore, and connect withirtiverk on a personal level(1998, p. 83).

°1 Organisational encouragement: Creativity is evemenfostered if not only the supervisors encouriadprt
the entire organization: allocating rewards (notrianetary form), mandatirigollaboration and information”
sharing, exposing employe#t® various approaches of problem solving1998, p. 84). However, all kinds of
political agendas (being “cliquish” or “at war witine another”) threaten creativity and the fluiccalation of
knowledge.

92 Work group features (diversity and trust but nddtgun weddings”): Another important element is the
composition of the work group. A work group thasbepores creativity isa diversely skilled work group in
which people communicate well, are open to newsideanstructively challenge each other's work, ttiarsd
help each other, and feel committed to the worly thiee doing” (1996, p. 1166). However diversity is not
everything as three other features are importaotder for the work group to succeed (1998, p. 8P)‘share
excitement over the team’s goal(2) “willingness to help [...] teammates through diffityberiods and
setbacks; (3) “recognize the unique knowledge and perspective tither members bring to the table”.
However,“shotgun weddings’(meaning“‘the most eligible employee is wed to the mostildkg- that is, the
most urgent and open - assignm@rafe“one of the most common ways managers kill cregtivil998, p. 81).

9 Control over one’s work: Another important credgivenhancer is to havisense of control over one's work”
(1996, p. 1166). However, only freedom regarding theans (or process) is important for creativity the
ends: “People will be more creative, [...], if you give thefreedom to decide how to climb a particular
mountain. You needn't let them choose which mautdaglimb” (1998, p. 81).

% ResourcesThe main resources that affect creativity are priljmaime and money. On a second level only,
physical space (1998, p. 82). If there is for exkngp time crunch to beat a competitor, time pressan
stimulate creativity. However, fake deadlines ompassibly tight deadlines, kill creativity as cre@y and
exploring new concepts simply takes time. Addingrenoesources above a certain level does not boost
creativity, but below this level it might have agaéive impact.

% Challenging workManagers have to match the right people with thktrassignments. To enhance creativity
it is important to work ofichallenging tasks and important project§1996, p. 1166).

% Expertise & creative thinking conferenc&nally, “regular scientific seminars and professional carfeces
will undoubtedly add to the scientist's expertiséaémophilia and related fields. And training irabrstorming,
problem solving, and so-called lateral thinkin¢l998, p. 80) are important as well.
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the most successful policy-driven cluster showséldifferent characteristics (2010, p. 236).
First, the policy-driven cluster employed a moralggrian approach during the knowledge
identification phase, not only focusing tiechnical knowledge that is crucial for the leadin
firms” but focusing orffocus on ‘general’ knowledge to support the grovath(all) cluster
firms” (Bocquet & Mothe, 2010, p. 236). Second, during kinewledge acquisition and
utilization phase the policy-driven cluster countad“strong (non-financial) incentives to
make firms interact in a transversal logiokhich allowed the“emergence of a shared
cognitive orientation”(Bocquet & Mothe, 2010, p. 236). Finally, the megtcessful policy-
driven cluster acted more like a “knowledge activi¥on Krogh, Nonaka, & Ichijo, 1997)
than a simple “knowledge broker” (J. S. Brown & Didy 1998). The more successful
policy-driven cluster thus took an active role e kknowledge (or creativity) creation process

by avoiding financial incentives.

Avoiding lock-in

Innovations can be distinguished according to theigree of novelty. The majority of the
literature, in an Schumpeterian manner, distingegsbetween two broad categories, radical
and incremental innovatidh A big dilemma of policy-driven cluster managessté orient
policy-driven cluster members towards promising nieslds and to create ideas for new
radical innovation®. However, this orienting towards promising newaislgoes along with a

potential innovation lock-in that in the end pretgeradical innovations to develop.

For example, Visser (2009, p. 190) alerts thattelssalso go along withidiminishing
marginal returns of horizontal learning based onrg@uspillovers may yield cognitive and
technological lock-in” and that this problem has to be taken into comsit® when
implementing cluster polices. Also Hermans et a@D1Q), studying the Belgium cluster
policy, underline that there is a risk of an ideekkin within a region. This lock-ifwould
arise from the choices made at both the cluster thedproject levels [...] once investments
are made according to those choices, a lock-in m@yent local firms from experiencing

alternatives and opening new path@lermans, et al., 2012, p. 624). Cluster policeE=ns to

" While “incremental innovation introduces relatively min@hanges to the existing product, exploits the
potential of established desigrédnd “draws from no dramatically new science”, “radicahnovation, in
contrast, is based on a different set of engingednd scientific principles and often opens up whoéw
markets and potential applicationgHenderson & Clark, 1990, p. 9).

% Even though different stimuli are needed to fosteremental and radical innovations (Koberg, Dweiig &
Heppard, 2003; Verganti, 2011), we will not go inhds detail of discussion. For example Christend&97)
and Verganti (2011) argue that a close relationshifh consumers might be profitable for incremental

innovation but not for radical innovation which dsdo be based on science.
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have the tendency to orient the local actors tosvadcertain direction privileged by the

government. Schmitt (2011) for example underlirfes important role of the French cluster
policy in promoting green growth thanks to targatesstments into this sector. Even though
this is highly appreciated, it nevertheless shdvet the cluster policies are not only used to

promote innovation but also to direct innovatiorcartain directions.

Agogué (2012) did empirical tests in French cluster show that the actors of a cluster
follow a certain path and have a cognitive fixatam certain topics. The local cluster actors
are kind of trapped into a certain world-view thatdifficult to leave without a proper
management tool to help them thinking out of thg.liven though not directly focusing on
the lock-in problem but on social capital, EKlindaick et al (2012, p. 800) come to a similar
conclusion namely that too mu¢honding can also over-embed companies in theiriaoc
context” which then has a negative impact on their innovatiapacity. For Eklinder-Frick et
al (2012, p. 800)this highlights the importance of the manageriale in leading and
defining the tasks of a regional strategic netwarid the complexity of encouraging other

actors to participate.”

However, even though a lot of cluster policies wdoudike to strive towards radical
innovations. It is important to underline that tkowledge bases are not the same in each
kind of industry. Some cluster specialists underlihat the knowledge bases vary between
the different industries and regional innovatiorsteyns (Asheim & Gertler, 2005). Some
industries use more a synthetic approach meanigtiley are more based on incremental
innovation (for example application or novel condiion of existing knowledge, applied
research, importance of tacit knowledge, innovai®ess disruptive) (Asheim & Gertler,
2005). Other industries use more an analytical @ggr meaning that they are more based on
radical innovation (for example the use of scienténowledge is highly important, the
knowledge creation processes is more based on farrodels, codified science, rational
process, knowledge input and outputs more codifigdgheim & Gertler, 2005). For
governments implementing policy-driven clusters,igt important to acknowledge that

different types of industries will be more or Iggsne for radical innovation.

4.2.2.2Research process

In a second step, we focus on the positive fadtdhsencing research. Broadly we found two

different approaches.
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The first approach is mainly based in the managémet medical literature and focuses on
how to manage scientists effectively in order tpiave their research performance (Bland &
Ruffin, 1992; Chawla & Singh, 1998; La Porte, 19Byan & Hurley, 2007). Scientist are for
example positively influenced by (Bland & Ruffin992; Chawla & Singh, 1998; La Porte,
1965; Ryan & Hurley, 2007): the perception of cqutaally exciting research programmes,
autonomy in project selection, decentralized orgion, distinctive culture, leadership with
research expertise, using participatory managerpesttices, appropriate rewards, clear
goals, access to facilities and resources (pastilyulhnuman resources), diversity of the
research group, frequent and effective communigafwithin and outside the research

group), positive group climate / work environment.

The second research stream is mainly based inubkcpolicy literature and focuses on the
positive effects of triple helix collaboratiofigi.e. between universities, the industry and the
government) on research performance (Etzkowitz &desdorff, 1997, 2000; Leydesdorft,
2000). Todtling et al. (2009) for example underirtbat the policy-driven cluster support
structures have to be adapted to the varying clustalities. Todtling et al. (2009)
investigated if different types of innovation redn specific kinds of knowledge interaction.
Their results show that for firms trying to develmpre“advanced innovations'tooperating
“with universities and research organizationss' crucial while“firms having introduced less
advanced innovations rely more on knowledge linits lusiness serviceqTodtling, et al.,
2009, p. 59). The support structure of a policyeini cluster thus should be adapted to the

local reality.

4.2.2.3Development process

Third, we focus on the process leading to develogmenore precisely to product
development, as this is the predominant type ofowation in policy-driven clusters
(compared to process, marketing or organisatiomabvation). Ernst (2002), who himself
considerably draws from the research results obp@o & Kleinschmidt, 1995), gives a large

summary of the different factors that need to belémented to foster new product

% Triple helix: The triple helix literature (Etzkowi& Leydesdorff, 1997, 2000; Leydesdorff, 2000)darlines
the positive effects on research when universities, industry and governments cooperate by credting
example contracts or other types of industrialsbais for knowledge and technology transfer. In daoe
manner, this can be considered as the main coomerstf cluster policies and that the whole clufiterature
heavily draws from this idea to foster innovatibtowever, we have to keep in mind that it is onle qrart of
the different processes leading to innovation.
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development (NPD) in organisations. The most imgrdrtsuccess factors for NPD are
(Cooper & Kleinschmidt, 1995; Ernst, 2002): thorbuglanning phasé® continuous
commercial assessméMtt oriented towards market neé¥s integration of customers into
early and later phases of the NPD; creation of @dicaéed project organizatiofi: cross
functional team®* strong and responsible project leader with sigffic know-how and
devotion to project; autonomy and responsibility tife entire projec?® intensive
communication among team members; material sugpattgoes beyond the R&D budget
(expenditures for market research and market laanehimportant for success as well); top
management that has enough autonomy to stop a Mbéj€cpbefore the official end, in case
a commercial failure is looming; independent wodk develop own ideas; support for
unofficial projects (that may have been stoppedud;availability of internal “venture capital”
for creative ideas; offering orientation and stgateframework to the sum of single NPD
projects; also long-term projects that go beyondrtshand medium-term NPD projects;
regular reviews by senior management whether thns aif the entire NPD programme are

being reached.

One important element in the development is to ds €nough to the market to reap the
financial benefits. One major dilemma for policyvein clusters that try to foster exchange
between their members is to protect their ideassdsd et al. (2010, pp. 674-675) underlined
that one of the main problems of these organisedt&l-policy meetings is th&secrecy
limit” , meaning what to reveal and what not to reveal rmootential competitors in the
region. According to Guisard et al. (2010, pp. &7%), “participants will often feel
uncomfortable about whether to speak or not to kpegthout ever really being clear about

the boundary."The question that emerges is what policy-drivestelumanagers do in order

19 planning: A thorough planning phase is necessasglect the best project for development. Thispisas:

evaluation of ideas; technical/market-directed ifdhty studies; commercial evaluation of projeatxact
definitions of project concept, target market, dhd relative increase in benefits of the new prodac the
customer compared to competitor’s product.

101 Continuous commercial assessment: The commerssaisament should not only take place in the plannin
phase butduring all phases of the NPD procés§ his means unprofitable NPD projects can be teated if
necessary.

192 Market needs: the NPD process has to be orientedrtls the needs of the market through market relsea
the understanding and evaluation of customer neadsurate prognosis of the market potential, arel th
execution of test markets

193 Creation of a dedicated project organizationust ensure that project will not be effected bylyda
routines/departmental influencesssignment of people to the team; enough time tdkwa project; project
leader has access to team leaders from other degragt

104 Cross-functional team: contributes to the resotutdf possible interface problems; particularly rbens
from R&D, Marketing and Production should be asatea.

195 Autonomy and responsibility of the entire proje@an be fostered by implementation of project-djeci
material or non-material performance incentives
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to foster the free knowledge circulation but at $aene time overcome this secrecy problem
felt by the policy-driven cluster members.

4.2.3 Summary

The innovation management literature is very richl aetailed regarding the factors that
positively or negatively influence the differenbpesses leading to innovation. However, for
the time being academics, focusing on policy-drigkrsters, are rarely addressing innovation
management in general and these differences ircplart Chiu (2009, p. 46) underlines that
“the mechanisms that help translate cluster mentipreto higher innovativeness are not
well understood."Table 16 summarizes the different processes andhwhiluence factors
are important for which phase. As we can see, selements are important for several
processes leading to innovation (e.g. diversityeaim members) while others seem to have
contradictory impacts (e.g. an evaluation cultuseaurages creativity but is important in the
development process; monetary rewards are alsorteagan the development process but

limiting the creativity process).

Table 16: Factors that influence the processes leiad to innovation

Creativity | Research| Development
Process | Process Process

Influence factors

Diversity of team members X X X
Constant information sharing & knowledge exchange X X X
Importance of work and failures permitted X X
Rewards
rewards, but not in monetary form X
rewards (which types of rewards not defined) X
rewards in monetary form X
Projects integrated in the general organisationaltsategy X
Decentralized organization, project organization X X
Culture is important X X
Resources to accomplish project (time, money, physil) X X X
Project team identity, trust and mutual understanding X X
Integration of consumers in the process X
Freedom & Autonomy X X X
Supervision encouragement
Supervision very importg X X
Responsible project leader but enough distancase © X
looming commercial failure
Evaluations
Discouagement if evaluation culty X
Regular reviews regarding goal accomplishn X
Exact project planning (prior to development) X
Development of expertise and/or innovation proce X

capabilities important
Source: own compilation, based on the differenhaug cited in this section
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4.3 Dilemmas on managing collaboration processes

The underlying theory justifying cluster polices ftisat “all cluster participants need
assistance in [...] strengthening their levels of pem@tion, increasing mutual trust and
developing effective private/public dialogu¢Karaev, et al., 2007, p. 830), in fine these
actions should lead to an increased innovation agpa&f the policy-driven cluster. In
organisations, managers can influence face-to-Garemunication by using two types of
tools: organizational structure and space (AllenHgnn, 2007). In regions, regional
authorities or policy-driven cluster managers caganise for example networking and
knowledge exchange events (Guisard, et al., 20&fehvre, 2013). However, very often the
ultimate tool that governments use to try crea@nfunctioning policy-driven cluster with
plenty of face-to-face contact is the subsidisifigalaborative R&D projects between the
local cluster actors (see for example the Frencle ¢@allié, et al., 2013b), the Japanese case
(Nishimura & Okamuro, 2011a), or the Australianeclsyanage, 1995)).

Several different definitions exist for collabomati’®, but one of the most widely accepted
one is that collaboration i&ny situation in which people are working acrosganizational
boundaries towards some positive en@uxham & Vangen, 2005, p. 4). Collaboration is
only one stage out of a continuum of “working tdgat strategies. Himmelman (2001, p.
277) defines four types of strategiesnetworking, coordinating, cooperating, and
collaborating.” Reilly (2001, p. 55) underlines that these diffgérestrategies ar€'a
continuum” and that“moving from cooperation to coordination to collatadion moves

generally from low to high formality.”

Cluster definitions generally have three pointeammon: spatial proximity, knowledge and
network (Cruz & Teixeira, 2009). The network elemegitays a particular role as the
interaction and communication between firms iskbg element that distinguishes a simple
agglomeration of firms from a cluster (AntonelldD). The cluster literature heavily focuses

on the manner these collaboration processes atiatéwoi. This starts with analyzing the

1% Collaboration definitions, for examplé(l) the pooling of appreciations and/or tangiblesources, e.g.,
information, money, labor, etc., (2) by two or metakeholders, (3) to solve a set of problems wheither can

solve individually” (Gray, 1985, p. 912)r “collaboration takes place when people from differeinits work

together in cross-unit teams on a common task owige significant help to each other. [...] In all s&s,

collaboration needs to involve people: if all thagoing on is shipping data back and forth betwesits, that's

not collaboration” (Hansen, 2009, p. 14).
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institutional context among regional innovation teys specialists (Asheim, 1996; Cooke,
1996) and continues with more strategy orientatadagement scholars who define the roles
of broker organizatiort®’ (Chaskin, 2001), knowledge brok&¥s(Arikan, 2009) or trust

facilitators % (Mesquita, 2007) in clusters.

4.3.1 How to foster collaboration? — People-driven vs. Sgze-driven

Second, we focus on the different tools that supgpaliaborations. In the literature there are
indeed multiple and various alternatives and pritjoos to characterize this role of bridging
communities in order to foster innovation throughh@&nced collaborations. “Tools” that
contribute to fostering innovative collaborationme aither incarnated in people or in physical
meeting spaces where communities meet and exchnge schematize we can say that
there are two modes of enhancing collaborationmiity-driven clusters either collaborating
through (people) or collaboratingn (places). Hereinafter we discuss these two tools.
However, as we will see, additional to the clugiglicy literature, we also mobilized some of
the management literature as for the time beingptiey-driven cluster literature on these
different processes is simply too scarce.

197 Broker organizations ardocal intermediaries responsible for fostering amtnvening partnerships and
networks of relations among existing organizatibri€haskin, 2001, p. 143)

19 Definition of knowledge brokers’knowledge brokers are parties such as technologykers, licensing
consultants, information search companies, puhtidustrial development agencies, and trade assaciati
These entities help firms find knowledge partneféitikan, 2009, p. 669). However, the notion “knodde
broker” has several definitions in the literatufde institutions in a RIS resemble more to Arika(2€09)
definition, as it stays much broader, than to tkénitions of Hargadon (1998) or Brown & Duguid @®.
Hargadon (1998, p. 210) defines knowledge brokersirans which“span multiple markets and technology
domains and innovate by brokering knowledge froreraftit is known to where it is notBrown and Duguid
(1998, p. 103) define knowledge brokers &s:involves participation rather than mediation. [Kwledge
brokers] are a feature of overlapping communitighereas translators work among mutually exclusivess’

199 Definition of trust facilitators*Trust facilitators are individuals, governmentabencies, or independent
organizations that leverage their reputation andlitibs in gridlocked interfirm relationships and.[] help
create momentary opportunities for trust to resa€faand shift firms out of their noncollaborativeeitia.”
(Mesquita, 2007, p. 73)

110 additionally to people and places, boundary olsj@etn also get conversations going (J. S. Brownuguid,
1998; Star & Griesemer, 1989). Even though boundajgcts are often discussed in the managemertlite,
we have not identified any article on policy-drivelnsters that treat this topic. That is the reasby we do not
integrate boundary objects in the main text. Acocggdo Brown & Duguid (1998, p. 104poundary objects
are objects of interest to each community involbativiewed or used differently by each of theBdundary
objects can for example Behysical objects, technologies, or techniques sliaby the communities(J. S.
Brown & Duguid, 1998, p. 104Yhrough thes®&oundary objects the different communities ‘Gatentionally or
unintentionally” into contact with each other (J. S. Brown & Dugui®98, p. 104). For some others the
boundary object is also something that is constaméinsformed by the involved actors (Holford, Hinai,
Aktouf, & Simon, 2008) a%actors continually co-construct[...] and re-constt]...] it in both the physical and
imaginary sense.{Holford, et al., 2008, p. 10).
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4.3.1.1People

Lester & Piore (2006) for example use the metapiidhe manager as a hosteédsvho gets
the conversation going between people. Another rtapd metaphor is th#ranslator” (J. S.
Brown & Duguid, 1998; Star & Griesemer, 1989) wkaable to frame the interests of one
community in terms of another community's perspett{J. S. Brown & Duguid, 1998, p.
103). The challenge of the translator is“be sufficiently knowledgeable about the work of
both communities to be able to translatel. S. Brown & Duguid, 1998, p. 103). Finally,
McEvily & Zaheer (2004, p. 189) talk about netwdakilitators who“create trust by taking
deliberate actions that include identifying sharetérests, developing common expectations,
leveraging a critical mass of influence, and conggieg networks in physical space and
time” (McEvily & Zaheer, 2004, p. 189). The common denaetor of all these metaphors is
that one person has to combine the right peoplejebg knowledgeable about the different

actors and start the conversation.

In policy-driven clusters these persons are thécyalriven cluster managers, they are the
public characters already described by Jacobs [1B8@t years ago. These policy-driven
cluster managers create “spaces” to foster exchdiegjeeen parties (e.g. researchers,
practitioners, industrials) which otherwise dondvk an institutional connection. We could
also say that they try to eliminate the structinales of the system (Burt, 1992) by creating
connections to weak ties, more suitable to acquese knowledge (Granovetter, 1973).

For example policy-driven cluster managers haviake into account the structural elements
or their members. Bellandi & Caloffi (2010a, pp-72) resume them in four points: (1) the
policy-driven cluster actors havdifferent nature, knowledge and competentiesis thus
the role of the policy-driven cluster manager tdabee these differences; (2) additionally
there are alsbweak ties and strong tiesivhich have to be balanced; (3) not all policy-dnve
cluster members are stable members, some are agso‘t¢mporary members’of the
network, a balance has thus to be found and (4)lyinactions have to be organised in order
to “bridge[...] organizations within and across parts @lational spacg® . Even though the

1 «The lessons of the cocktail party can be summadrirea series of distinct but closely related rofes the
manager: Step One: choose the guests; Step Twa@tinthe conversation; Step Three: keep the caatem
going; Step Four: refresh the conversation with ndeas” (Lester & Piore, 2006, pp. 57-58)fhe highest
compliment that can be paid to the hostess is ¢hat has introduced people who will continue to zeé
interact with each other long after they have teé party.” (Lester & Piore, 2006, p. 57)

112 A relational distance between two actors can emelge to differences iflanguage, systems of incentives
and objectives, timescales of reference, ¢&910a, pp. 71-72)
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article of Bellandi & Caloffi (2010a, pp. 71-72)hgghly interesting as it shows thapecific
territorial and sectoral contexts”’seem to play a role in the establishment of alloca
innovation network, it is based on a quantitatiedwork analysis and thus somehow lacks a

real in depth discussion of the main challengesediting these links.

4.3.1.2Physical meeting spaces

The last important element are physical spaces rétice distance between the involved
actors (Allen, 1977; Allen & Henn, 2007; Morris,@). On the one hand it is important to
think about how to reduce distance (Allen & HendQ2, p. 63). For exampl&he placement

of a coffee pot, a conference room, or shared imséntation”can overcome communication

problems and overcome distances in organisatiohsn& Henn, 2007, p. 63).

On the other hand, more general, it is importanthiok about the place where knowledge
exchange actually should happen on a regular baAseerding to Morris (2002, p. Ipne of

the most important factors that influences the pavity of knowledge is the place in which
work occurs”. These facilities can either be for examfaa office building, a home office, or

a research laboratory’(Morris, 2002, p. 1). Also Nonaka (Nonaka, 199bnika & Konno,
1998) insisted on the importancebat, which canamong others, be a physical space. The ba
is important for every organisation, as it isshared space for emerging relationshighd a
“foundation for knowledge creation(Nonaka & Konno, 1998, p. 40\Vithin the createdtba,

the collective and individual knowledge of the canyp can be advanced (Nonaka & Konno,
1998, p. 40).

In policy-driven clusters, policy-driven cluster n@ers can organise these spaces on a
regular or temporary bases. According to Maskelgl 2006, p. 997) temporary clusters are
“short-lived hotspots of intense knowledge exchamgéwvork building and idea generation”
These temporary clusters are for exaniplade fairs, exhibitions, conventions, congresses,
and conferencesiwhere“business people and professionals come togetagularly”. Also

the workshops and think tanks organised by the dfrgrolicy-driven cluster organisations
and analysed by Guisard (2010) and Lefebvre (20&8j) be considered as temporary
clusters. Guisard et al. (2010) identified that ohéhe benefits of the studied French policy-
driven clusters is to organise discussion and isigameetings for knowledge exchange. The
three main objectives of these meetings wétrowledge dissemination, establishing

‘communities’ and the development of creativitiGuisard, et al.,, 2010). Also Lefebvre
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(2013) studied the innovation management efforts of Frepohcy-driven clustersHe
concluded that there are three major types of kedgg¢ management tools used by French
clusters:“cluster-wide networking, permanent workgroupstba various strategic themes of
the cluster, and ad hoc working groups based onrgimg subthemes’{Lefebvre, 2013, p.
239) All of these different initiatives form a systemtofing to help local actors getting more

innovative.

Additionally to the temporary clusters, which aregamised occasionally, there are also
permanent physical places that can support tha@went of collaborations in policy-driven
clusters. For example in Paris there exists a ptatled “la cantine” (the canteen). This “la
cantine” was founded in 2008, and it is a spacedhaws SMEs in the ICT to exchange, to
host different kinds of events, but also providesce for “coworking” (for some hours
people go there to exchange and work) (Le Barzi®i&tinguin, 2010). “La Cantine” is
closely associated to Cap Digital, a policy-drivelaster organisation located in the Paris

Region and specialised in the ICT sector.

4.3.2 Who collaborates? Even vs. uneven partners

As we have seen in the innovation management sedtaving a diversity of team members
is positive for the innovation potential of the reanembers. However, collaborating with
different companies and people can also have dimegapact on one’s capacity.

Collaboration is seen as having the highest fotmali “working together”, but it is also an
angle and a devil at the same time. On the one, Haoidaboration [...] when fully achieved,
can produce the greatest bene ts of mutual actigdimmelman, 2001, p. 278), but on the
other handbad collaboration is worse than no collaboratior{fHansen, 2009, p. 1). Policy-
driven clusters try to foster collaborations betwé®e local companies, but the question is if

this is always that desirable.

Giuliani (2013) conducted a longitudinal study ofvane cluster in Chile. Giuliani (2013)
focused on the network formation process and kndgédeexchange opportunities between the
local actors. Giuliani (2013) underlined that coctiveg the wrong companies, particularly
high performing with low performing companies, ntigmave a negative impact for the
region. For Giuliani (2013, p. 1417), this is peutarly the case ifmeasures designed to

foster the networking of firms [...] try to conneethnological leaders with laggard firms”.
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The problem is that[technological leaders] will not be keen to intetsme in interacting

with and passing knowledge to weak firms; and [Eggfirms] are unlikely to be able to

absorb and learn from the strongest firm@Giuliani, 2013, p. 1417). Instead of doing
something good to the region, connecting the wramgnpanies might also bear a
considerable risk. Huggins & Johnston (2009, p.)263aw a similar conclusion, saying that
there is a risk that SMEs turn to policy-driven stlrs if they actually need help or face
challenges they can not tackle alorfdhe relationship between networking and firm
performance is complex, with SMEs appearing to gagaore in networking activities with
knowledge support organisations when they are tpabertain competitive pressures”
(Huggins & Johnston, 2009, p. 252). Connecting theth large groups might thus have a

negative consequence as well.

Additionally, large groups might be simply diffi¢ub handle as well, particularly for small
companies. Younés (2012, p. 835) conducted a gqtiaét longitudinal study of linkage
formation in a French cluster located in the P&egion. She focused on the formation
process and the obstacles of intersectoral coldioms. Her study shows that obstacles for
intersectoral formations between cluster actorddaeeto bottlocal arrangements”but also
“employees’ work within firms” This second point is particularly interesting fduster
policy researchers. Younés (2012, p. 835) partibulstresses that the problem of
collaboration often stems from divergent strategmals inside the company and not
necessarily from finding partnerdn some cases policy does succeed in making ffroms
different sectors cooperate, but these partnersharpsdifficult to maintain — a problem that
results from negotiations inside large firms witbnflicting economic goals and a lack of

experience in measuring knowledge benefits.”

121



First part: Literature review - Chapter two

4.4 Conclusion

In this section we discussed all the “manageriindmas” that we identified in the cluster
policy literature. Table 17 summarizes the threenmaanagerial dilemmas (managing actor
involvement, managing innovation processes, magagoilaboration processes) and their

associated dilemmas discussed in this section.

Table 17: Managerial dilemmas

Main Associated dilemmas Examples of authors

dilemmas

Managing MD#1a — Leadership: who is in chargep (Burfitt, et al., 2007; Lundequist & Power,
actor (difficulties to decide on which level the002; MacNeill & Steiner, 2010; S. Menuy,
involvement leadership should be bundled) 2012)

(MD#1)

MD#1b — Learning: learning capacity vs. (Burfitt & Macneill, 2008; Carré, et all,
administrative straightjackefdifficulties to| 2008; Ebbekink & Lagendijk, 2013; Gadille,
constantly adapt the policy to learninget al., 2013; Gallié, et al., 2012; Lundequist

capacity of actors) & Power, 2002; Sotarauta, 2012; T. Weil |&
Fen Chong, 2009)
Managing MD#2a — Which stage matters mostXreativity: (Agogué, 2012; Bocquet &
innovation Creativity vs. Research vs. Development| Mothe, 2010; Eklinder-Frick, et al., 201p;
processes to foster creativity:Failures permitted, ng Hermans, et al., 2012; Lefebvre, 2013;
(MD#2) monetary rewards, no evaluation cultureSchmitt, 2011; Visser, 2009)
culture and trust is important, etc. (management literature: (Amabile, 1996,

to foster research:cooperating between 1998; Amabile, et al., 1996))
universities, companies and governmentResearch:(Etzkowitz & Leydesdorff, 1997
exciting research programmes, autonom®000; Leydesdorff, 2000; Todtling, et al.
in project selection, distinctive culture, et¢.2009)
to foster developmentrregular reviews| (management & medical literature: (Bland
necessary, exact project planning, reward& Ruffin, 1992; Chawla & Singh, 1998; L
in monetary form, in case of loomingPorte, 1965; Ryan & Hurley, 2007))
commercial failure possibility to abandgnDevelopment{Guisard, et al., 2010)

D

project, etc. (management literature:  (Cooper &
Kleinschmidt, 1995; Ernst, 2002))
Managing MD#3a — How to foster collaboration? 1+ (Bellandi & Caloffi, 2010a; Guisard, et al.,
collaboration People-driven vs. Space-driveriwhich | 2010; Le Barzic & Distinguin, 2010;
processes tools are the best for which objective?) | Lefebvre, 2013; Maskell, et al., 2006)

(MD#3)

MD#3b — Who collaborates? Even vg.(Giuliani, 2013; Huggins & Johnston, 2009;
uneven partners(even though diversity isYounes, 2011)
important for innovation, linking strong
and weak partners / SMEs and large
companies might bear risks)
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5 Drivers of pathologies: structural dilemmas

In the two previous sections we identified and ubssed the different political and managerial
dilemmas found in the literature. In this sectioa mow focus on the structural dilemmas of
policy-driven clusters. Structural dilemmas are‘s$@l” on which every policy-driven cluster

is build. This “soil” has to be taken into consiaéon as well, because if ignored dilemmas
can emerge. We are able to distinguish three diftetypes of structural dilemmas (see
Figure 14): adapting the policy-driven cluster be tife-cycle stages, adapting the policy-
driven cluster to the local culture and adapting golicy-driven cluster to the geographic

location.

Figure 14: Structural characteristics of policy-driven clusters

5.1 Dilemmas on adapting to life-cycle stages

An important point to take into consideration whemplementing policy-driven clusters is the

evolutionary nature of policy-driven clusters amsl members. The cluster policy literature
particularly focuses on the life cycle stage ofipgedriven clusters and the associated risks
when the policy-driven cluster actions are not aglddo the stage of development of the

policy-driven cluster.
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Van Klink & De Langen (2001) insist that clustef®sald not be considered as static but as
“dynamic” and from arf'evolutionary perspective’ Each policy-driven cluster is influenced
by its antecedence and goes through different stafjdevelopment. In the embryonic stage
basic networking elements are for example not esestent (Aziz & Norhashim, 2008). In
the development stage (Van Klink & De Langen, 20@hg cluster experiences an above
average growth compared to the average industrytgrdowever the relations within the
cluster are still unstable. In the expansion stdggse relationships are stabilized and
internally oriented (Van Klink & De Langen, 2001.the maturation phase, the growth starts
to slow down and falls below average compared ¢catlerage industry growth (Van Klink &
De Langen, 2001). When this happens, the clustds® enter into a transformation phase
in order to survive, otherwise the cluster mightlohe (Aziz & Norhashim, 2008). In this
transition stage, the relationships in the cluateragain unstable (Van Klink & De Langen,
2001).

A particular case is this last phase where a dlgbtieer manages to enter into a real transition
or declines. Sadler (2004) for example studied lanirmdustrial region in the UK. Sadler
(2004) underlines that cluster policies have t@Ware and take into account the evolution of
the cluster because at some point it might be itapbrto “abandon” the current industrial
orientation of a cluster and reorient the clusteamother direction:The ongoing process of
change might involve the deconstruction of one kafccluster [...] and the potentially
intensified significance of another clustgi®adler, 2004, p. 65). However, Sadler (2004) also
underlines that it is not at all sure if the renm@gnconnected actors of the region will be able
to enter into a transformation phase and if thelevlotuster discours&simply detracts from

the need to take a more holistic approach to regiaevelopment{Sadler, 2004, p. 65).

An important dynamic element to consider when usilnigter policies on its territory is thus
the life cycle stage of the cluster that the polgghes to develop. Before implementing a
cluster policy, governments need to analyze thgestaf development of the cluster they
would like to foster in order to determine whichpey of policy they should actually
implement. The cluster policy also needs to knovawio do with a declining cluster and

when maybe it is necessary to abandon investments.

The different stages call thus for a pro-activeiggpmaking adapted to every stage of the

policy-driven cluster, ranging from raising awareneand linkages between actors in the
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beginning towards internationalisation and lookingnew ways of development during the
maturation phase. Fromhold-Eisebith & Eisebith &@0@rgue that not only the ways of
helping the local actors should change with theetitgapment of the policy-driven cluster but
also the involvement of the public authorities. dBvgrnments’ top-down approach might be
useful in the beginning, but a private bottom-uprapch better in a more advanced stage of a
cluster's developmeht

5.2 Dilemmas on adapting to local culture

Some authors argue that an important element whefementing cluster policies is to take
into account the local culture. Among the Europeathors on cluster policies, Gert-Jan
Hospers, a Dutch economic geography professor,aigbe one of the most critical voices
regarding the European Union best practice clusmtdeavours. Already in 2002, Hospers &
Beugelsdijk (2002, p. 396), wrote a critical thema paper regarding cluster policies and
that the best practice stance of the European Umight lead to replications that are not
useful for the specific countries and regions. Thikerent world-wide cluster examples
should more be seen ‘damspirations” rather tharfrecipes for successful regional economic
developmentthat can bétransferred mechanically’(G.-J. Hospers & S. Beugelsdijk, 2002,
p. 396) Governments should privilegéunique cluster-based strategies based on an
assessment of region-specific structural and caltwharacteristics” (G.-J. Hospers & S.
Beugelsdijk, 2002, p. 396). Additionally, HospersB&ugelsdijk (2002, p. 396) argue tHit
the preconditions for clustering in a region aresaht, governments should not try to create a

cluster from scratch.”

Also three years later, Hospers (2005) continuefirtaly criticise the cluster policy best
practice approach of the European Commission. fe@pkirs (2005, p. 45T)nning behind a
Silicon Valley best-practice example is not vergfus and the Commission should better
favour diversity among European regions, becau$e lmnencouraging diversity théocal
authorities will be stimulated to attune their dieis to area-specific assets as much as
possible’

“Borrowing successful policies from elsewhere i€rseas a means to speed up European
regional development and achieve it at lower cdstis EU-driven trend of benchmarking
leads to the set-up of regional policies with sémilobjectives, instruments and policy

113 Fromhold-Eisebith & Eisebith (2005, pp. 1265-126@yue that &large strategic, comprehensive public
efforts are probably the better way for improvirlgster basics in raising awareness and numbersdfidable
organizations. After foundations are laid potent@ight to get further effectuated by a private potion
initiative.”
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concepts. Everywhere in Europe policy-makers ckairaim for ‘regional competitiveness’ by
creating ‘framework conditions’ for the formatioti ‘tigh-tech clusters’.”(p.452) [However]
“at best, they can provide some inspiration, buy thetirely fail to be recipes for successful
regional development.”(p. 456)

And again in 2009, not tired from their claims, aht time integrating more concrete case
study examples, Hospers et al. (2009, p. 286) wcoatio repeat thdpolicy makers should
move away from strategy aimed at trendy ‘Silicom&eheres’ towards a no-nonsense

approach of ‘Regional Realisi’

Hospers et al. (2009) arguments and case studeesugported by several other empirical
studies. Fore example, Santisteban (2006) condumteth-depth analysis of the Basque
Country’s and Catalonia’s cluster policy initiatsrédeven though both regions were motivated
in the 1990s to start implementing cluster policiéise concrete realisation, support
mechanisms and evolution of the policies were qiifferent. For Santisteban (2006, p. 36),
these examples underline very well thgtecific industrial policies”have to bédirected at
the particular needs of each regional industrialsimess systeménd that it is not possible to

ignore the regional pre-conditions and local csur

Another interesting study concerning cluster pekciand local culture was conducted by
James (2005). James (2005) conducted an in-depéhstady of the high tech cluster in Salt
Lake City, Utah. The Salt Lake City case is defilyitan extreme case to study cluster
policies because there is a strong local Mormotupgell One main result of James’s study is
that “physical proximity is less important than culturakr 'relational' proximity” (James,

2005, p. 1212). Shared cultural conventions, nowmttgudes, values beliefs are much more
important for doing business than geographical jpndyx. The Salt Lake City case shows that
non-like firms (meaning not being Mormon) are exi@d in favour of firms of similar

culture, leading cluster policies to fail in themain objective, namely bridging connections

between heterogeneous local acttrs

Finally, two last interesting study of local cukuand cluster policy are an article written by
Menu (2010) and an article written by Martinez kt(2012). Menu (2010) compared three

114 «“Dominant tendency within cluster policies is tcstall the 'right' mix of institutional componenteained
necessary for an innovative regional economy. Imtrest, the present results suggest that the physic
proximity of firms and other regional institutionthe first usual indicator of a cluster, does na&cassarily
guarantee or automatically generate the cooperatnteractions widely theorized to underpin inforimatand
knowledge spillovers within the region.” (Jamesp20p. 1212)
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regions - Bretagne in France, Bavaria in Germarmytha North-East of England - in order to
analyse how the regional identities of the thregiores play a role in the capability of the
regions to mobilize the actors to strengthen thmallaluster development. Menu (2010)
concludes that the regional identity seems to pdaydynamic resource for economic
mobilisation and that a region like Bavaria witsteong cultural heritage might have it much
easier than a region like the North-East of Englaheére far less regional identity exist and

which thus needs another type of help.

Martinez et al. (2012) on the other hand compar&panish and a Mexican cluster and also
conclude thatknowledge networks differ depending on geographsgeecific characteristics
and the resources of the main players. [...] Polwgkers should prepare customized public
programs based on the particular structure of ealirster” (Martinez, et al., 2012, p. 657).
Additionally, such as James (2005) and his Utale sagdy, Martinez et al. (2012) conclude
that just being close to each other is not enoMghat counts is being embedded in a

functioning knowledge network.

Also Doloreux & Shearmur (2009, p. 526), analys@Ganadian cluster policies, conclude that
the Canadian cluster policies did not have therdéseffect as they were not adapted to the
local clusters characteristics. Or Perry (2005,846), analysing New Zealand's cluster
initiatives, criticizes that‘there has been too much haste in seeking to drakcy
implications from “natural' clustering experience®ithout taking into account the New

Zealand circumstances.

The problem is that politics currently belief in aniversal“cluster credo”, applying the
same recipe to all types of territories (Ebbekink.&gendijk, 2013). Additionally, it is very
difficult to measure “local culture”, and to putiit words. One starting point could be to
analyse the type of state governance, the typesaotbr of the policy-driven cluster actors

and the degree of closeness between them.

5.2.1 Type of state governance: federal vs. unitary coung

The type of state governance might also have amétngn how to conceive the right policy
for the policy-driven cluster. A difference mightigt between unitary and federal countries.
For example Salazar & Holbrook (2007, p. 1139) srgeat policy makers in federal

countries‘need to take into account the specific instituabarchitecture existing in federal
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countries to fully appreciate research and innowatipatterns at national and regional
levels” as the implementation process of policy-driven telugitiatives seem different with
other dilemmas than in unitary states. Or Camn2&®7, p. 1889) argues that the fostering of
policy-driven cluster development and innovationvisry different in “state-dominated
political economies”and “political economies”. Cammett (2007, p. 1889) explains that
“state-dominated political economies may be more eaable to implementing
macroeconomic and infrastructure-related measuresiile “political economies with more
organized business communities may be better eedipp [immediately] pursue [...] inter-
firm linkages”. Also when we recall our discussions on enactingdeship in policy-driven
clusters, a strong dichotomy can be observed betwegary states (UK and France) and

federal states (Germany and Austria).

Cluster initiatives face the dilemma where theyudtidoe anchored, this problem particularly

emerges in unitary countries.

5.2.2 Type and sector of activity of policy-driven cluste actors

The general local specificities discussion goedharhand with the local actors discussion.
The type of local actors that actually forms thestér. In 1996, Markusen, (1996, pp. 298-
299) published a seminal work where she distingudsfive different variants of industrial
districts (i.e. Marshallian industrial districtaltan industrial district, Hub-and-spoke districts,
Satellite industrial platforms, State-anchored stdal districts). All these different types of
industrial districts vary regarding the type ofdbactors present in the cluster: for example
predominantly SMEs in Marshallian industrial distsi but large headquarter firms in satellite
industrial platforms. So not surprisingly the cumreluster policy literature starts to mention
that the management structure should be adaptbe type of local actors.

For example Altenburg & Meyer-Stamer (1999) ideatifthree different types of clusters in
the Latin American region (“Survival clusters ofama- and small-scale enterprises”, “more
advanced and differentiated mass producers”, “etasof transnational corporations”) and
argues that each of these different clusters needsarticular management style. A
considerable amount of cluster policy studies foonsSMEs cluster (Cumbers, et al., 2003;
Huggins & Johnston, 2009; Karaev, et al., 2007;&L.Geng, 2012), be it in the United

Kingdom or in China.

128



First part: Literature review - Chapter two

Another important element that goes hand in hart thie type of the local companies is the
sector of activity. For example Coletti (2010) ohgtishes between Science & Technology
clusters (high-tech and medium high-tech sectord)ladustry & Services clusters (medium-
tech and low-tech). Based on a cluster managereguirv different European countries,
Coletti (2010) concludes that the competencesetthster managers but also their tasks and
duties depend on the type of the clusters. For pl@anmm Science & Technology clusters
networking and lobbying was perceived as more ingmbrthan in the Industry & Services
clusters. Coletti (2010, p. 686) assumes thatehsean for this is the fact that R&D resources
come, most of the time, from public funds. On theeo hand the‘identification and
integration of new cluster members, identificatminmarket opportunities and organisation
of events are comparably more valuabie”Industry & Services clusters than in Science &
Technology clusters. Also McDonald et al (2007 46), analyzing UK clusters, underline
that differences have to be drawn between highnt@olgy sectors and manufacturing sectors
when implementing cluster policies. Their resub®wed that high technology sectors are
much more international oriented and therefgmemoting deep and established clusters”
might be less important. To sum up, policy-drivémster management needs to adapt their
services to the type of their local company striectbut also to the sector of activity.
However, this would mean that an ex-ante evaluationld be necessary, something rarley
done (Gallié, et al., 2012).

5.2.3 Degree of closeness between regional actors

Another important point to take into consideratimiore implementing policy-driven clusters
Is the already existing closeness between the ladars. Even when support structure are
implemented, in case the support structure is miastped to the local environment the
management effort seems useless. Eklinder-Frigk @014) conducted a longitudinal study
of a Swedish cluster initiative. They collected wjitative and qualitative data at two points
of time in order to analyze how social capital uefhces, positively or negatively, innovation
processes in the network. Their conclusion was ‘“thedpite the aim and effort to generate
innovation, the network failed to do sdEklinder-Frick, et al.,, 2014, p. 10). One main
obstacle that they identified was that the managérthe policy-driven cluster have not
enough analyzed the social structure of the loalvark which hinders all innovation
initiatives as they are not adapted to the localrenment. Eklinder-Frick et al (2014, p. 10)
underline that policy-driven cluster managers havéunderstand[...] and balanc[e] both
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collective and individual behavior in network segfs” in order to“improveJ...] the strategic
managing of innovation networkg$Eklinder-Frick, et al., 2014, p. 10).

Ciravegna (2012), studying ICT clusters in CosteaRalso underlines that one of the main
difficulties in Costa Rica is the reluctance of wersities to collaborate with the private
sector. For Costa Rican universities collaboratwith the private sector is still seen as
something bad. So even though the government wishiesplement cluster policig’social
obstacles to linkage formationhave to be addressed first in order to reach treheu
outcomes (Ciravegna, 2012, p. 577). Without doimg tnitial analysis, the proposed help
(like for example innovation activities), might fai

Finally, more general, Fromhold-Eisebith & Eiseb(#005) alert that the type of policy has
to be adapted to the existing network in the regiomegions‘where most actors have so far
been operating isolated from each othdtie best type of(initial) choice” would be
“explicit public cluster policies”’because they have“aigher internal and external signal
value” (Fromhold-Eisebith & Eisebith, 2005, p. 1265). Howee in regions where
infrastructure already exists and companies aradyr slightly connected with each other,
than bottom-up initiatives would be better.

To sum up, having a good knowledge regarding tbeetless of local actors seems to be a

crucial element for implementing successful clupticies .

115 Also the management literature distinguishes thate are different phases of collaborations (GI£g5;
Huxham & Vangen, 2005; Kreiner & Schultz, 1993; tees& Piore, 2006). In each phase other types of
initiatives are important: The first step often arthes that the “right” kind of members have torhg together
(Huxham & Vangen, 2005). Lester & Piore (2006) hawented the metaphor of the hostess in this sbnide
hostess has to invite the right kind of peopletf@ cocktail party so that interesting conversatiofil emerge.
The first step is always concentrated on identdytne problem or the question that needs to bdedand to
identify a requisite number of stakeholders thall Wwe able to communicate on this topic (Gray, 1985
However, sometimes it is also just an accidentabanter between two people that gets the conversgting
(Kreiner & Schultz, 1993). Once the encounter l#®m place, it is important to empower the members
participate so that no member stays behind (Hux&aviangen, 2005), but also to keep the conversagioing
between the members and to refresh the conversatien necessary (Lester & Piore, 2006). Additionttile
members have to belief in a positive outcome, reizaginterdependence and consider the endeavour as
legitimate (Gray, 1985). At the end of course, dingective is to form a formalized collaboration Wweén the
different members to plan the work and make thimggpen. However, the maybe important point is tmiteg

the right kind of people in the beginning and teate an opportunity to discover a collaboratiorasmn and to
have an animator that creates the bases for g lbeglversation among participants.
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5.3 Dilemmas on adapting to geographic location

Another element to take into consideration is tle@ggaphic location of the clusters. De
Propris (2007, p. 341) for example underlines tichisters can be both engines for local
development in lagging regions and centres of éxoet in the best performing regiondh
each case, the cluster policy should be adaptentdiogly. The literature discusses this issue
from two similar but slightly different angles: frothe less developed countries vs. developed
countries angle (degree of development), and froenurban regions vs. periphery regions

angle (degree of urbanisation). Both literatureastns are discussed hereinafter.

5.3.1 Degree of development

Cluster policies are a worldwide phenomenon. Lesgkbped countries generally consider
cluster policies as a chance to catch up with theslbped world. They incorporated Porter’'s
“American dream” that every country can constrtistawn competitive advantage and reach
the innovation development stage. For example Bafh#eng (2005) analysed the industrial
structure of the metropolitan region Nanning in tBemn China where no cluster policy
existed in 2005. They recommend that the implentemiaof a cluster policy in a less
developed region such as Nanning, couldde@seful tool to stimulate development if [...]
formulated with care”(p. 1). Also Altenburg & Meyer-Stamer (1999), armhg several
Latin American region, or Li & Geng (2012) analygi€@hinese clusters underline that cluster
policies have to be adapted to the different cirstamces prevailing in less developed
countries. Altenburg & Meyer-Stamer (1999) partly insist on the fact that the Latin
American clusters are considerably different frdma ‘complex and innovative clustersh
the developed world. According to Altenburg & Meygamer (1999, p. 1708) the local
clusters havémain deficiencies in commongarticularly regarding their innovation capacity,

“but the ways to overcome these deficiencies havetvery different.”

5.3.2 Degree of urbanisation

Some other authors argue that cluster policieniyt have to differ between less developed
countries and developed countries but also witkewetbped countries, namely between urban
regions and periphery regions. Peters (2005), aerfian research, for example argues that
other types of support policies need to be develdpe the periphery regions as the cluster
policies that are normally applied to core regi@esnot work in periphery regions. Also
Doloreux & Shearmur (2009) studying the effect afster policies implemented in three
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Canadian regions draw a quite pessimistic conatustgarding the cluster policies’ effects.
According to them the cluster policies are oftert adapted to and appropriate in all
circumstances. Doloreux & Shearmur (2009, p. 526)clude that clustering is actually a
spontaneous process but additionally it is difficia build clusters in non-urban regions
where no entrepreneurship and collaboration culexst. For them/it is unlikely that
cluster policies will succeed unless the [...] seds already concentrated in or near a large
urban area and already has some tradition of enmeapurship and inter-firm collaboration”
(Doloreux & Shearmur, 2009, p. 526)

5.4 Conclusion

In this section we discussed the structural dileswrof policy-driven clusters. Table 18

summarizes the result of the literature review.

Table 18: Structural dilemmas

Main Associated dilemmas Examples of authors

dilemmas

Adapting to SD#la — Degree of cluster developemenh{Aziz & Norhashim, 2008; Fromhold-
life-cycle Every stage of a policy-driven cluster needsisebith & Eisebith, 2005; Gallié, et al.,
stages (SD#1) | a particular treatment 2013b; Sadler, 2004; Van Klink & Dg

Langen, 2001)
Adapting to Considering the local culture (no best(Altenburg &  Meyer-Stamer, 1999;
local culture practices): Not running behind a bestCammett, 2007; Ciravegna, 2012; Coletti,
(SD#2) practice example but adapting clusie2010; Eklinder-Frick, et al., 2014; Eklindefr-
policies to the particularities of the locpFrick, et al.,, 2012; Fromhold-Eisebith &
culture. By differentiating the policy Eisebith, 2005; Hospers, 2005; G.tJ.
according to thdype of state governanceHospers & S. Beugelsdijk, 2002; G.4J.
(SD#2a) thetype and sector of activity of Hospers, et al.,, 2009; James, 2005;
local actors (SD#2b)for example science Markusen, 1996; Martinez, et al.,, 2012;
& technology vs. industry & services), andMcDonald, et al., 2007; S. Menu, 2010;
the degree of closeness between region&8alazar & Holbrook, 2007; Santisteban,
actors (SD#2c) 2006)
Adapting to Considering the geographic locatiorThe | (Altenburg & Meyer-Stamer, 1999; H.
geographic degree ofdevelopment (SD#3aand also| Bathelt & Zeng, 2005; Doloreux &
location the degree of urbanisation (SD#3b) are| Shearmur, 2009; Li & Geng, 2012; Peters,
(SD#3) important  elements to take in{o2005)
consideration.

6 Summary of chapter two: overview of organisationalliiemmas

In the second chapter of the literature review wg thto the cluster policy literature in order
to present and discuss the various cluster dilemtimais develop due to the fact that this
“geographical and economic” cluster concept enterdd the “policy and management”

realm. Several researchers have a quite critiealcst regarding cluster policies (Doloreux &
Shearmur, 2009, p. 526; Hospers, 2005). In ordestaot addressing these criticism and
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maybe overcoming them we decided to conduct a syate literature review (Tranfield, et
al., 2003) on cluster polices implemented aroumdwibrid. This global cluster policy review
allowed us to distinguish three types of clustéerdmas — political, managerial and structural
— that by themselves do not represent any disdagan case they are not taken into account
can have a negative impact on the policy-drivestelts and might hinder their full potential.
Table 19 gives a detailed overview of all the adfg dilemmas identified in the literature.
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Table 19: Overview of organisational dilemmas in tk cluster policy literature

Dilemma Main Associated dilemmas Examples of authors
category dilemma
name
Political PD#1 — PD#1la — Geographical boundary: | (Chabaud, et al., 2011; Ebbekink & Lagendijk, 2013
Defining local vs. non-local Gaffard, 2008; Kitagawa, 2005; Younés, 2011)
boundaries
PD#1b — Organisational boundary: | (Burfitt & Macneill, 2008; Perry, 2005; Rutherford &
local vs. national Holmes, 2007)
PD#2 — PD#2a — Subsidies type: direct vs. | (Burfitt & Macneill, 2008; S. Menu, 2012; Nishimura
Defining indirect & Okamuro, 2011b; T. Weil & Fen Chong, 2009)
subsidies
PD#2b — Subsidies structure: one- | (Burfitt & Macneill, 2008; Chabault, 2009; Guisast,
shop vs. multiple shop strategies al., 2010; Lallemand, 2013)
PD#3 — PD#3a — General objective: (Burfitt & Macneill, 2008; Giuliani, 2013; G.-J.
Defining industrial excellence vs. regional Hospers, et al., 2009; Sternberg, et al., 2010V&il &
objectives dev. Fen Chong, 2008; Youneés, 2011)
PD#3b — Mativation: intrinsic (Himmelman, 1996; Perry, 2005; Sellar, et al., 2011
motivation vs. policy prescription
Managerial | MD#1 — MD#1la — Leadership: who is in (Burfitt, et al., 2007; Lundequist & Power, 2002;
Managing charge? MacNeill & Steiner, 2010; S. Menu, 2012)
actor
involvement
MD#1b — Learning: learning (Burfitt & Macneill, 2008; Carré, et al., 2008; Ebliek
capacity vs. administrative & Lagendijk, 2013; Gadille, et al., 2013; Galli¢ a.,
straightjacket 2012; Lundequist & Power, 2002; Sotarauta, 2012; T.
Weil & Fen Chong, 2009)
MD#2 — MD#2a — Which stage matters Creativity: (Agogué, 2012; Bocquet & Mothe, 201D;
Managing most? Creativity vs. Research vs. | Eklinder-Frick, et al., 2012; Hermans, et al., 2012
innovation Development Lefebvre, 2013; Schmitt, 2011; Visser, 2009)
processes (management literature: (Amabile, 1996, 1998;
Amabile, et al., 1996))
Research: (Etzkowitz & Leydesdorff, 1997, 2000;
Leydesdorff, 2000; Tddtling, et al., 2009)
(management & medical literature: (Bland & Ruffin,
1992; Chawla & Singh, 1998; La Porte, 1965; Ryan &
Hurley, 2007))
Development(Guisard, et al., 2010)
(management literature: (Cooper & Kleinschmidt,
1995; Ernst, 2002))
MD#3 — MD#3a — How to foster (Bellandi & Caloffi, 2010a; Guisard, et al., 2010; Le
Managing collaboration? — People-driven vs. | Barzic & Distinguin, 2010; Lefebvre, 2013; Maskeit,
collaboration | Space-driven al., 2006)
processes
MD#3b — Who collaborates? Even | (Giuliani, 2013; Huggins & Johnston, 2009; Younés,
VS. uneven partners 2011)
Structural SD#1 — SD#1la — Degree of cluster (Aziz & Norhashim, 2008; Fromhold-Eisebith &
Adapting to developement Eisebith, 2005; Gallié, et al., 2013b; Sadler, 200n
the life-cycle Klink & De Langen, 2001)
stages
SD#2 — SD#2a — Type of state governance:| (Altenburg & Meyer-Stamer, 1999; Cammett, 2007;
Adapting federal vs. unitary country Ciravegna, 2012; Coletti, 2010; Eklinder-Frick, et al
to local SD#2b — Type and sector of activity| 2014; Eklinder-Frick, et al., 2012; Fromhold-Eigab
culture of policy-driven cluster actors & Eisebith, 2005; Hospers, 2005; G.-J. Hospers & S.
SD#2c¢ — Degree of closeness Beugelsdijk, 2002; G.-J. Hospers, et al., 2009; 3ame
between regional actors 2005; Markusen, 1996; Martinez, et al., 2012;
McDonald, et al., 2007; S. Menu, 2010; Salazan &
Holbrook, 2007; Santisteban, 2006)
SD#3 — SD#3a — Degree of development (Altenburg & Meyer-Stamer, 1999; H. Bathelt & Zeng,
Adapting SD#3b — Degree of urbanisation 2005; Doloreux & Shearmur, 2009; Li & Geng, 2012
to geographic Peters, 2005)
location
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Chapter 3: Literature gap and problem statement

During the 1980s and 1990s, Western economies iexged profound transformations.

Economic growth has been more and more driven kypitoduction of knowledge, the

collaborations between economic actors at regi¢éenal, and the structure provided by
institutions. These knowledge-, regional- and tostnal- turns have triggered renewed
innovation and competitiveness policies in whickoaintry’s competitiveness is no longer
measured by its sole capacity to produce but byapacity to innovate. In this new economic
paradigm, the concept of “cluster’” was progressiyeghised by public and private economic
actors, as it appears as a powerful articulatocreate and share knowledge, to foster
innovative and collaborative projects and to geteergrowth and competitiveness at a
regional scale. Political actors, companies andl@técs progressively mobilized clusters to
spore competitiveness, and even create a “naticoapetitive advantage”. As a result,

cluster policies, cluster initiatives, and clusteganizations multiplied.

However, the term “cluster” in itself is often defined and source of confusion (R. Martin &
Sunley, 2003).
- First, clusters actually already existed befdreytentered the political realm. It is
thus necessary to distinguish between policy-drislesters and spontaneous clusters.
Instead of focusing ofispontaneous clusters”which have“been a result of the
spontaneous concentration of the key factors engbjthe cluster’s] birth and
development’(Chiaroni & Chiesa, 2006, p. 1073), and which hbeen abundantly
studied in the literature, we will focus in thisefis on“policy-driven clusters’,
“where the trigger was the strong commitment of egamental actors whose
willingness was to set the conditions for the dgwelent of the [...] cluster{Chiaroni
& Chiesa, 2006, p. 1073). For instance, the Silisalley is often considered as a

cluster, but it strongly differs to the clusterstttare fostered by a specific public

policy;

- While some researchers consider policies thaefgsolicy-driven clusters to be an
“economic weapon”(Aziz & Norhashim, 2008) that will help the countto stay

upfront in the global competitiveness race, othemotars tend to be more critic
towards cluster policies. They argue that policyin clusters are not reaching their
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goals and that politics’ belief in a universaluster credo” is not realistic (Ebbekink
& Lagendijk, 2013). Some researchers even argue gbhbcy-driven clusters just
became aftavor of the month’(2009, p. 526br essentially &buzz word” for policy-
makerg(Lundequist & Power, 2002, p. 699);

- Finally, there seems to be a growing discrepdmetyveen policy-driven clusters’
goals on the one hand, and their means and pracesdée other. This discrepancy is
related to the fact that policy-driven clusters hyenature multi-level organizational
objects, that put together policy makers, localnagss, companies of all sizes,
universities,... Thus, the distinction between thigéiahintentions of cluster policies
and their operationalization on the field becomksry. Therefore, Kiese & Wrobel
(2011, p. 1708) recently alerted the cluster potegearch community to draw a strict
line betweerfclusters vs. cluster policies, initiatives and argzations” and that the
associated research streams are not the same. SS(20B, p. 369) for example also
underlined that the transformation of a clusterigyliinto concrete policy-driven
cluster actions creates several dilemmas that ateaddressed by the research
community: “despite libraries of incredibly useful books andtieles on clusters,
there remains an absence of work which interrog#testranslation of clusters into,
and then through local and national policyAlso Ebbekink & Lagendijk (2013, p.
737) point to the fact that we have to start ingesing “cluster policy as a policy
challenge”.

In this literature review we have shown that thesirsts numerous dilemmas that those who
implement policy-driven clusters have to face. Hogre sometimes a “wrong” direction
might hinder the cluster policies to reap the mlagmefits that were predicted during the
1980s and 1990s, namely generating more innovatiooreasing employment and
competitiveness. The objective of this thesis ifottus on these dilemmas that emerge when
implementing policy-driven clusters. These dilemnaas particularly emerging due to the
“multi-level and multi-actor” nature of policy-driven clusters (Burfitt & Mactiei2008, p.
492: T. Weil & Fen Chong, 2009). In the beginnirfgttee 2£' century, Martin & Sunley’s
(2003, p. 5) underlined that théhe cluster concept should carry a public policgaith
warning” and also recently Hospers et al (2009, pp. 297-288ocate that the best motto for
officials in charge for cluster policy is perhaph:you can’t help, please do not harmin

order to overcome a “simple” health warning or éiveidance of cluster policies because one
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does not want to do any harm, we considered nageissa first step to establish a taxonomy
of potential dilemmas produced by the implementatod policy-driven clusters and in a

second step to analyse which kind of side-effettiglagies these dilemmas create.

Instead of continuing to analyse in a Porterian mearthe “anatomy of clusters”, we suggest
to study the organisational dilemmas that poliayeahr clusters face and that generate side-
effect pathologies. We thus propose to start shgiythe “pathology of clusters”. This
approach enables us to address the problems afygbiiven clusters, little studied and not
well understood so far (Ebbekink & Lagendijk, 2053yords, 2013). Burfitt & Macneill
(2008) already started to investigate the diffedrallenges faced by cluster policies. In their
theoretical paper they identified for example twaim challenges“operational and
managerial challenges’and “political challenges”. To the“operational and managerial”
challenges they count for example the identificatwd clusters and the management of cluster
policies, while to the‘political challenges” they count the designation of clusters, the
drawing of boundaries and the relationship betwaester organizations and politics. In this
thesis, we conducted a systematic literature rey®iR) (Tranfield, et al., 2003) to explore
empirical cluster policy case studies that weredoated all over the world. This type of
systematic literature review, stemming from the im@dealm (Mulrow, 1994; Thorpe, et al.,
2005), allowed us to establish a taxonomy of ddifeér pathologies, based on existing

empirical studies and to enlarge the first worlBaffitt & Macneill (2008).

To sum up, we define “pathology” in a cluster sejtas the visible managerial symptoms that
policy-driven clusters may endure. In this theseswish to demonstrate how some of these
pathologies are directly generated by “organizatiafiiemmas”, i.e. a set of decisions and
choices for which there is no “one best choice”.Biyvileging one direction over another in

such dilemmas, side-effect pathologies can emerge.

Our problem statement is:

Implementing cluster policies produce organisationbdilemmas that generate side
effect pathologies.
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And we defined three associated research questions:

RQ1l: What are the organisational dilemmas that canbe observed in the
implementation of the French cluster policy (the cae of HCPR)?

RQ2: To which extend do these organisational dilemas generate side-effect
pathologies?

RQ3: How can the knowledge of these pathologies befit to cluster policy

(implementation and evaluation)?

Figure 15 schematizes the relations between ouerdift research questions. From a
theoretical point of view we first have to undenstavhich dilemmas exist because dilemmas
can create side-effect pathologies. However, on ftalel one has to first thoroughly
decompose the general view and identify the diffepathologies before it is possible to go
“upstream” again (towards the dilemma) and giveseeilo the whole. Going upstream from
the field will also allow identifying how the knoedlge of these pathologies benefit to cluster

policy implementation and evaluation.

Figure 15: Problem statement and research questions

This thesis will allow us to make a theoretical trdnution to the cluster policy literature
because for the time being, there is not only treblpm that‘few empirical studies with
micro data have been conducted [...] on the effetzluster policies” (Nishimura &
Okamuro, 2011b, p. 715), but also that view studibsut cluster policy challenges exist
(Burfitt & Macneill, 2008; Ebbekink & Lagendijk, A().
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SECOND PART: RESEARCH DESIGN AND EMPIRICAL CONTEXT

The second part of this thesis concentrates ometbearch design and the empirical context.
In chapter four we present the research desigruottase study. We justify our case study
approach and discuss our research quality criteriahapter five and six we give a detailed
description of the empirical context of our casedgt In chapter five we first embed the
French cluster policy in its European context anentdiscuss the French relationship to
policy driven clusters. Finally, in chapter six weeplain in detail the specificities of the
French cluster policy under review, give an ovewvd the policy-driven clusters in the Paris
Region, and finally focus on HCPR, the cluster thall be under review during our

fieldwork.
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Chapter 4: Research design

In this chapter we first explain the reasons thatve us to choose a single “case study”
methodology approach (Eisenhardt, 1989; Flyvbj2a§)6; Yin, 2009). Additionally, as case
studies are often criticised (Flyvbjerg, 2006) weega detailed justification why we are
convinced that it is the best approach to tackletioee research questions. Second, we focus
on the different research quality criteria (Gibb&uigrok, & Wicki, 2008; Yin, 2009) such as
external validity, construct validity, reliabilitgnd internal validity to assure the value of our

research.

Box 6: Content of chapter four
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140



Second part: Research design and empirical cortéXtapter four

1 Using a “case study” approach: justification and usfulness

The type of research methodology we chose for thésis is the case study approach

(Eisenhardt, 1989; Yin, 2009). The case study agpgrois a widely used and accepted

methodology in cluster studies (Angel, 1991; Daydbku, 2002; Feldman & Francis, 2003;

Harrison, Cooper, & Mason, 2004; Lissoni, 2001; ¢gloin 1999; Maillat, Lecoq, Nemeti, &

Pfister, 1995; Van Klink & De Langen, 2001; Wax&l Malmberg, 2007), and more

particularly also in cluster policy and policy-deiv cluster studies (Bidan & Dherment-
%# & ' &r, 2003; Retour, 2009b).

There arethree main reasonsvhy we consider that the case study approachasbtst

approach for investigating our three research quest
First of all, case studies are particularly uséinlthe critical, early phases of a new
management theory, when key variables and theatiogiships are being explored”
(Gibbert, et al., 2008, p. 1465). For the time gesnr knowledge on the challenges of
implementing cluster policies is very limited (Bitiri& Macneill, 2008; Ebbekink &
Lagendijk, 2013; Swords, 2013). In order to devedotronger theory of policy-
driven cluster management and implementation vilensted more exploratory studies
that will allow us to formulate more precise hypests.
Second, case studitare typically carried out in close interaction vitpractitioners,
and they deal with real management situatior{&ibbert, et al., 2008, p. 1465).
Therefore, the case study approaspresent a methodology that is ideally suited to
creating managerially relevant knowledgéGibbert, et al., 2008, p. 1465). Cluster
studies are increasingly confronted with a releeagap (Kiese & Wrobel, 2011; R.
Martin & Sunley, 2003; Swords, 2013) due to thdiclift process of transforming the
theoretical knowledge of the “cluster” concept iato operational knowledge on how
to manage policy-driven clusters. Using a caseysapgproach will thus allow us to
increase our capacity to produttelevant knowledge; important for the ones who
whish to implement and evaluate policy-driven cust
Finally, the case study approach is recommende8dbyniedeberg (2010) as one of
several cluster policy evaluation methodologiesxtn® econometric methods,
systemic approaches (i.e. I/0-analysis, Networkyasisg Benchmarking), cost-related

approaches, and reporting. The advantage of ustaga study approach to evaluate
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cluster policies’lies in their intuitive understanding, flexibilitand in-depth view”
which allows showing“the mechanisms of cluster development in detail”
(Schmiedeberg, 2010, p. 404).

However, even though case studies bring numerowsindéabes, they are also heavily
criticized (Flyvbjerg, 2006). Flyvbjerg (2006) suranzed these criticisms in five points and
argues why these criticisms are, according to hiohtrue. We share the opinion of Flyvbjerg
(2006, p. 221) and discuss his arguments heremdites will allow us to further confirm

that a case study is particularly adapted to cggarch endeavour.

“Context-dependent knowledge” criticismEhe first criticism that is often put forward isath
“context-dependent knowledgeds produced in case studies, is less valuable“tariext-
independent knowledge’gs produced with for example econometric methdtisough the
discussion of several examples, Flyvbjerg (200gues why this is, according to him, not
true. We will just pick up one point that is paui@rly appealing to us as a young researcher
with the objective to improve our understanding abdfister policy implementation and
evaluation. Flyvbjerg (2006, p. 223) underlinesttltase studies'are important for
researchers’ own learning processes in develophe dkills needed to do good research”
and to become in the long run specialists of theid. As already explained in the preface of
this document, in our Master thesis (A. Glaser,7208ut also at the beginning of our PhD
(Gallié, et al., 2013b; A. Glaser, et al., 2012) avalysed clusters with quantitative data and
statistical procedures and thus stayedgatat distance to the object of studyFlyvbjerg,
2006, p. 223). At the beginning of our PhD we heckas to the official French cluster-policy
evaluation data (CMI & BCG, 2008) that allowed osdb statistical analysis regarding the
performance differences of policy-driven clustevge identified performance differences
according to policy-driven clusters’ pre-existingR activities (Gallié, et al., 2013b) and
their governance structures (A. Glaser, et al..220Additionally we classified the different
policy-driven clusters in more homogenous sub-gsoubowever, little by little, we
increasingly questioned whether policy-driven austcan and should be measured by for
example their capacity to attract R&D subsidieshar number of SMEs in their governance
board, and what this information actually tells ltswas clear for us that if we wish to
continue working in the cluster policy field and maoparticularly in the evaluation field
(Gallie, et al., 2012; Gallié, et al., 2014) we haddig into the policy-driven clusters and
leave our office and go to the field. It was atstpioint that our “journey to the centre of
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cluster policies” started to prevent doing resedhelt“leads to ritual academic blind alleys,
where the effect and usefulness of research beconobsar and untested(Flyvbjerg, 2006,

p. 223). We are convinced that in order to prodwsEurate “context-independent
knowledge’, researchers have to first learn and prodooatext-dependent knowledgeThis
thesis should thus also be seen as one elemeniritearning path towards becoming a
policy-driven cluster specialist that in fine widle able to draw from it&context-dependent
knowledge”developed thanks to this research, to generate netiable interpretations when

facing“context-independent knowledgé’i the future.

“Generalisation” criticism: The second criticism that is constantly put forwhydcritics is
that generalisation is not possible from a singlgecstudy, so case studieannot contribute

to scientific development{Flyvbjerg, 2006, p. 227). However, Flyvbjerg (20Q& 227)
argues that'a purely descriptive, phenomenological case stwdyhout any attempt to
generalize can certainly be of valueCase studies are even essential for the gerarahf
theories as they allow a constafdritical reflexivity”, particularly in social sciences
(Flyvbjerg, 2006, pp. 227-228). For Popper somefligntrue {all swans are white) as long

as the argument is not falsified (1959). Howeversaon asone observation does not fit
with the proposition”(the “black swan”), the propositiorfis considered not valid generally
and must therefore be either revised or reject@dlyvbjerg, 2006, p. 228; Popper, 1959).
This process leads téurther investigations and theory building(Flyvbjerg, 2006, p. 228).
Case studies, because they are close to the di'dddeal devices to keep the scientific engine
going and to bring “falsification” elements to cradict generalised theories. For example,
the general political tenor in France is that sdisgig collaborative R&D projects will help
building a functioning cluster ecosystem. The mest of the policy-driven cluster that we
investigated also put forward during a speech kigtobjective is to create a cluster spirit
where everybody is working together in a trusttreteship. This can certainly be the case, but
our data also show that the R&D subsidies assatiatehe policy-driven cluster can create
distrust between the policy-driven cluster goveoeaand the companies. Additionally, the
subsidies linked to the policy-driven cluster séemareate more lobbying behaviour than idea
generation moments. Even though there are polisgedrclusters in France where everything
seems to function perfectly, the knowledge we ghiinem our “black swan” case study will

help rethinking how a policy-driven cluster workan be implemented and evaluated.

143



Second part: Research design and empirical cont€xtapter four

“First stage of research” criticism:This criticism is directly linked to the “generalison
criticism. There is a general belief that case istidare fmost useful for generating
hypotheses”and “other methods are more suitable for hypothesestirig and theory
building” (Flyvbjerg, 2006, p. 221). However, Eckstein (197&)political scientist, even
argues that case studies dieetter for testing hypotheses than for producingern”
(Flyvbjerg, 2006, p. 229). For this the case sa&acprocess is though very important
(Flyvbjerg, 2006). In order for a case study tonfrian added value, it has to be chosen
carefully, as drepresentative case or a random sampi&ight be less useful for generating
new knowledge (Flyvbjerg, 2006, p. 229). For Flrgj (2006, p. 229)atypical or extreme
cases often reveal more information because thélyade more actors and more basic
mechanisms in the situation studiedVe will still discuss our case selection processore
detail in the “research quality assurances” sectionthe time being we just underline that
our case study is an “atypical” case in the Paegiéh, as the investigated policy-driven
cluster is, among the Paris Region policy-drivenstrs, the lowest ranked policy-driven
cluster during the first (CMI & BCG, 2008) and sedoofficial cluster policy evaluation
(Erdyn, et al., 2012). Finally, this case studyaiso a-typical because of the number and
intensity of difficulties, especially managerial ffaiulties that this specific cluster
experienced. This troubled situation has drivetouspecifically highlight pitfalls, dilemmas

and pathologies that would of course not be aseptes a majority of clusters.

“Subjective bias” criticism:Another major criticism regarding case studiedhiesdssumption
that they have th&endency to confirm the researcher’s preconceimetions” (Flyvbjerg,
2006, p. 221). However, Flyvbjerg (2006, p. 22Megi a range of examples that show that
“researchers who have conducted intensive, in-depide studies typically report that their
preconceived views, assumptions, concepts, andthisges were wrong and that the case
material has compelled them to revise their hypstleon essential pointstWhen we left our
office in 2010 to start our “journey to the centrfecluster policies”, we were most motivated
to understand how collaboration and innovation reated by policy-driven cluster
organisations. When we started our investigatioocgss we already knew that HCPR is
apparently a special case, was evaluated low ddin@dirst policy-driven cluster evaluation
(CMI & BCG, 2008), but we still thought that thisillWmprove during the second policy-
driven cluster phase and we will be able to obséwe they build collaboration and foster
innovation in the region. We were interested in ki on the main assumption of why

policy-driven clusters exist: innovation and cobadition. Both topics are intensively
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discussed in the cluster literature (Engel, et 2013; Giuliani, 2007; Lefebvre, 2013;
Liyanage, 1995). However, our fieldwork led us tmpletely revise our initial assumption
because behind the scene the observed “pathologwesé too strong, innovation and
collaboration were somehow pushed in the backgroasdour fieldwork discussion will
show. Also Flyvbjerg (1998) conducted an in-dep#sec study orfurban politics and
planning in the city of Aalborgand observed little by little that his initial hggheses were
not accurate any more. At some point this expedemnas very‘frustrating” because he
thought that all his collected data was worthlédgvbjerg, 2006). It took him some time to
realize that he had to change his initial assumptiand change his angle of observation.
Today he thinks thdbne must be prepared for such inciden{&lyvbjerg, 2006, p. 231) and
that it even increases the value of in-depth casdies. We completely understand what he

means because we had a very similar fieldwork éxpee.

“Not possible to develop propositions” criticisnkinally, the last criticism that is often put
forward is that"it is often difficult to summarize and develop geas propositions and
theories on the basis of specific case studigdyvbjerg, 2006, p. 221). Flyvbjerg (2006)
argues, that this is not the objective of in-degabke studies and that the “thick” descriptions
are important. By saying this Flyvbjerg (2006) takedifferent stance than other case study
specialist such as Eisenhardt (1989) and Yin (200%)cording to Flyvbjerg (2006), these
“thick” descriptions allow capturing a wide audienwith different interests to learn in the
best possible manner from the new insights andhes@ew findings for their own research
endeavours. However, a lot of in-depth case stedgarcher are “haunted” by the question
“Who will want to learn about a case like this, amdthis kind of detail?”(Flyvbjerg, 2006,

p. 237) and thus find it difficult to assume a deth description. However, for Flyvbjerg
(2006) this should not be “haunting” them and refeer Nietzsche (1969, p. 238) who says
that it is the*focus on “little things™ that counts. We also had a lot of difficultiedimding

the right balance between on the one hand assusmwegy thick description and on the other
hand trying to summarize our ideas and slightlynga in abstraction something that is
advocated by case study specialists such as Eisk#ni®89) and Yin (2009). We hope to

have found a good balance between both approaches.
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2 Research quality assurance

According to Yin (2009), Eisenhardt (1989) or Gilibet al. (2008) there are several criteria
that need to be respected in order to build highligu case studies: external validity,

construct validity, reliability, and internal vaiiy. Every quality test is associated to a certain
research phase and has specific measures thatméedtaken into account (see Table 20).

Hereinafter, we will now discuss the different qtyatriteria in the light of our case study.

Table 20: Case study quality criteria

Research Phase | Tests Measures

Research Design | External validity 1. Clear rational for case study selection
2. Detailed description of case study conte
3. Cross-case analysis

—

Data collection Construct validity | 1. Data triangulation
2. Establishment of a clear chain of evidence
Reliability 1. Case study protocol
2. Case study database
Data analysis Internal validity 1. Theory triangulation

2. Pattern matching
3. Clear research framework

Source: (Gibbert, et al., 2008; Yin, 2009)

2.1 Research design: external validity

We already addressed the problem of “generalizghilialso called “external validity”
(Gibbert, et al., 2008), when we discussed thécigihs that are often addressed to case study
researchers (see section one of this chapter andisbussion of Flyvbjerg’s (2006) article).
The problem is that there is &mtuitive belief that theories must be shown taawent for
phenomena not only in the setting in which they stredied, but also in other settings”
(Gibbert, et al., 2008, p. 1468). However, casdisg) be it single or multiple, do ntllow

for statistical generalization{Gibbert, et al., 2008, p. 1468), i.e. to draw dosions that can
be applied to the whole population. However, eMeough no statistical generalization is
possible with case study research, analytical gdéimation is possible (Eisenhardt, 1989;
Gibbert, et al., 2008; Yin, 2009). According to Y012, p. 18), analytical generalization
uses“a study’s theoretical framework to establish gilo that might be applicable to other

situations.” The end result is &arefully posed theoretical statement, theory,tioeoretical
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