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Module I organization
A working definition of clusters
Prof. Michael Porter’s model
A brief discussion of policy
Framing industry cluster analysis
A working definition of cluster analysis as 
ESEBA
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Clusters are…

Interdependence: Each member firm’s 
competitive position depends on one, some, or all 
other members of the group.  Business is the core.

Intermediate suppliers
Capital good suppliers
Producer services
Consultants
Contract R&D

Similar technologies
Share pool of labor
Similar strategies

Education (univ, colleges)
Training (cc’s)
R&D (univ, fed labs)
Development agencies
Regulatory agencies

Trading 
sectors

Related 
sectors

Supporting 
institutions

Working definition of clusters
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…with three dimensions

Linkage

Time Geography

Emerging

Potential

Existing

Statewide

Regional

Value chain

Labor needs

Working definition of clusters
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Basics
Interest in clusters 
coincides with focus on 
competitiveness
Erosion of traditional 
sources of comparative 
advantage
Innovation as growth 
engine
Michael Porter’s 
framework

Macroeconomic, political,
legal context

Microeconomic
foundations

Company 
operations & 

strategy

Micro 
business 

environment

Internal External

Productivity growth

From Porter (May, 2000)

Porter model & concepts
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Porter’s model
Four major 
determinants 
of competitive 
advantage
Clusters as one 
element
Clusters are not 
necessarily 
regional in 
scope

Firm strategy, 
structure and 

rivalry

Firm strategy, 
structure and 

rivalry

Factor 
conditions

Factor 
conditions

Demand 
conditions
Demand 

conditions
Related and 
supporting 
industries

Related and 
supporting 
industries

Local context 
“encourages 
investment and 
sustained 
upgrading” 

“Sophisticated 
and demanding 
local 
customers” 

Factor quantity, 
quality, cost

Clusters, not 
industries

From Porter (May, 2000; 1990)

Porter model & concepts
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Balance Agriculture w/ Industry (Mississippi 1936)

First Wave
Acquisition
Place marketing
Prospecting, Incentives
Exports
Tourists, Retirees
Infrastructure

Exogenous: Seek growth
from without

3d Wave
Process
Clusters
Networks
Benchmarking

Reinventing govt: demand
driven, leveraging, compe-
tition, evaluation/feedback

Second Wave
Competitiveness
Small firms
Education/training
Universities
Science/tech
Venture capital
Incubators

Endogenous: Seek
growth from within

1930 20001970 199019501940

“Worst first”

TVA
(1933)

Depression
Resurgence of regionalism
Sustained lagging regions

NRPB/Roosevelt NRPB eliminated
(1943)

Restore competitivenessNational planning Welfare state
Federal “development” focus:

Nixon attacks 
EDA (1968)

TVA
attacked

1974
Recession

Porter diagnosis & 
prognosis

Japan
“threat”

1982 recession/”deindustrialization”

1988/91 recessions
(Fall of giants)

NIST MEP

President’s Commission on 
Industrial Competitiveness

Reagan agenda: Trade, capital 
gains taxes, deregulation

Reagan attacks
EDA, HUDEDA (1965)

ARC & other
regional
commissions

Growth poles
Growth centers

Great Society

War on Poverty
1964-1968

Substate 
dev. focus

Porter model & concepts
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How used in policy?

Clusters as 
unique 
development 
strategy

Approach Explanation
Clusters as 
allocation 
strategy

Focus development attention and resources on identified competitive 
clusters in a limited number of select regions and industries.

Networking Promote networking among clustered firms in a given 
region.

Portfolio of 
strategies

Coordinate a set of strategies to boost competitiveness 
of regional industry clusters of particular type and 
vintage, as identified via applied cluster analysis.  

Clusters as 
organizing 
device

Use of cluster concepts to facilitate and motivate strategic economic 
development planning efforts, especially with respect to inclusion of 
private sector leadership.

Clusters as 
means of 
implementation

Redesign and deliver development initiatives, using knowledge of
business interdependencies and clustering dynamics as revealed in 
applied cluster analysis, as a guide.

Policy uses
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What is industry cluster analysis?
A precise method of 
detecting future 
regional growth 
engines?

Development goals implicit
Heavy application of 
quantitative methods
Supplementation with 
qualitative methods
Use of single “best” definitions 
and rigid indicator thresholds
Use of “best” measures, 
approaches

A flexible mode of 
inquiry: of “intelligence 
interactive” strategic 
planning?

Development goals explicit
Balanced application of 
quantitative and qualitative 
methods
Engagement of public and 
private sectors, and citizens in 
interpreting results
Use of multiple approaches, 
methods, measures: 
Triangulation

Framing cluster analysis
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Two general types
General cluster analysis

Assessment of linkages and relationships across all 
regional industries
Comprehensive and detailed
Application of generalized cluster definition or use of 
multiple definitions

Focused cluster analysis
Investigation of one dimension of cluster concept -
and/or-
Investigation of one or a few key industry segments

Framing cluster analysis
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Framing determines selection
Identify and frame the policy 
problem first, i.e., KNOW 
WHAT YOU WANT

Policy 
problem: 
What will 

you use the 
study for?

Cluster definition
Existing?
Potential or emerging?
Spatial or non-spatial?
Type of linkage?

Methodology
Comprehensive?
Generalizable?
Qualitative?
Quantitative?

Implementation
Industry buy-in?
Analysis only?
Marketing only?

Determines:

Framing cluster analysis
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Definition of industry cluster analysis
A type of analysis that views firms, and therefore 
industries, as interdependent, not isolated
Interdependence has two dimensions:

Functional
Spatial/geographic

Therefore: Industry cluster analysis can be described as 
an exploratory spatial economic base analysis (ESEBA) 
technique, with wide range of possible approaches 
depending on the policy or planning needs at hand.

Working definition of cluster analysis
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Module I review
A working definition of clusters
Prof. Michael Porter’s model
A brief discussion of policy
Framing industry cluster analysis
A working definition of cluster analysis as 
ESEBA


