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PART I
Chapter 6

What Have We Learned?

This chapter explores one of the most challenging aspects of cluster-
based policies, evaluating their effectiveness. First it addresses the
question of what should be evaluated, as the answer to this question
varies by stakeholder needs. Second, it reviews many of the lessons
learned from the different programmes studied in OECD countries.
Finally, it highlights the areas for future research.
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Introduction and key points
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There is a long list of challenges to evaluating the effectiveness of policies
to promote clusters and regional specialisation. As discussed in Chapter 1,
there is a lack of agreement on how to even define a cluster, let alone measure
the dynamics within the cluster. The public financial resources allocated to
most programmes often being modest, especially relative to the ambitious
goals, may also mean that the evaluation tools are not sensitive enough to
measure any impact. Existing tools do not always measure some of the more
relational aspects of cluster development that are often promoted in these
programmes. Classic problems of causality in evaluation are exacerbated in
the context of clusters and their ultimate impact on regional development.
Nevertheless, based on some programme evaluations and a review of these
OECD programmes there are definitely lessons to be learned. This chapter will
focus on:

® What are we evaluating’? The answer to this question is not always
straightforward as there are several possible aspects that one could evaluate,
such as the cluster’s existence and performance, the cluster initiative and
policy impacts. Several programmes studied have identified indicators that
they are using to monitor or evaluate their programmes, notably in terms of
concrete outputs and policy learning. They may also use evaluations as a
requirement for accessing future funding.

® Lessons learned. This review of different OECD country programmes reveals
that there are lessons to be learned for programme design that could help at
least improve the likelihood that the programmes will be successful in their
ultimate goals. A first set of lessons learned concerns the degree to which
these programmes are appropriate, realistic and flexible enough to achieve
their goals. A second set of lessons learned relates to policy coherence within
and across levels of government. A third set of lessons learned is about the
risks involved in such policies, which are often related to insufficient private
sector engagement.

® Future research. Many questions remain regarding the appropriateness and
effectiveness of policies to support clusters. First, more clarity is needed
regarding the impact of globalisation on cluster positioning. There are also
numerous regional level cluster support strategies that were not subject to this
review of national policies but could offer more clear and concrete details on
successful strategies.! Clearer frameworks for evaluating such policies and
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their links with a region’s overall innovation capacity, innovation performance
and competitiveness, are also warranted.

What are we evaluating?

The first question regarding evaluation to be answered is what the subject
of the evaluation should be. The answer of course will vary depending on the
stakeholder. A cluster member is presumably more interested in the overall
cluster’s competitive position than in the cost-effectiveness of a particular
public policy action. A cluster initiative manager may be most interested in
success at bringing actors together in joint activities and the development of
stronger economic and social relationships. A politician may need to know how
many jobs were created or how much the region’s economy has improved. One
could group these evaluations into a couple of general categories. The analytic
tools for both merit further analytic development.?

Cluster and cluster initiative performance. The goal of these policies is generally
to improve a cluster’s performance in the hopes of increasing competitiveness
and supporting economic growth. Therefore, tools to measure its performance
and changes in performance are required. Various analyses of cluster
performance and competitiveness have been used across OECD countries. The
most extensive was the Bank of Italy study of Italy’s industrial districts, which
seemed to show that clustered firms performed better than those elsewhere.
Similar exercises have also taken place in Spain and in France, though in both
cases the results were more ambiguous. Porter’s study of US clusters, since
extended to a number of EU countries and to Canada, also falls into this category.
In contrast to a cluster per se, which may exist without any policy support, cluster
initiatives have been defined as “organised efforts to increase the growth and
competitiveness of clusters within a region, involving cluster firms, government
and/or the research community” (Sélvell et al., 2003). The Cluster Initiative
Performance Model, as described in Box 6.1, offers one framework for such an
analysis.

Cluster policy effectiveness. This category covers a broad range of potential
studies. The cost-effectiveness of an intervention is a classic policy evaluation
area that may be of interest in cluster policy analysis. The nature of cluster
interventions - specifically, the mix of tangible and less-tangible objectives —
poses an immediate evaluation challenge, common to many partnership based
programmes. In essence, the more the programme focuses on changing attitudes
and behaviours, which is an underlying goal in many cluster programmes, the
more difficult the programme becomes to evaluate. If the outcomes are measured
simply in terms of co-location of enterprises, services received or meetings
arranged, then the measurement can be relatively sound. However, when the
definition of positive clustering outcomes is based on “levels of informal
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Box 6.1. Web-based cluster evaluation surveys

Two web-based tools using the Porter cluster approach are available to the
community of cluster practitioners.

Cluster Initiative Performance Model. This model was developed to better understand
how different operational aspects of cluster initiatives are correlated with cluster
performance. Those performance drivers include: 1) the social, political and economic
setting; 2) the cluster initiative objectives; and 3) the process of its development. These
drivers are broken down into different categories as illustrated below and assessed
using a series of survey questions. A large scale Global Cluster Initiative Survey was
conducted in 2003 and again in 2005. The results enable participants to get a better
sense of how their responses compare with other respondents on these drivers and
performance.

Setting Objectives Process
e Business environment  Research and networking e |nitiation and planning
* Policy  Policy action ¢ Governance and financing
e Cluster strength * Commercial co-operation e Scope of membership
* Education and training * Resources and facilitators
* Innovation and technology * Framework and consensus
e Cluster expansion * Momentum
Performance
* Competitiveness
e Growth
* Goal fulfilment

Cluster Competitiveness Report. This is a web-based, automated system of reporting
on cluster competitiveness and cluster-policy effectiveness. The report measures the
performance of clusters. It is designed to help business leaders to better understand
their cluster’s competitive position, and government leaders to measure progress and
prioritise cluster-specific policy choices. This survey is administered by the non-profit
Foundation for Clusters and Competitiveness and seeks to provide useful reports for
individual clusters with a longer term goal of providing a global database containing
accurate, objective information about clusters from a variety of industries. The survey
is administered anonymously to a critical mass of actors in the cluster. The results
of the survey are broken down into four areas: 1) profile of the companies and
institutions participating; 2) competitive position (overall competitive position and
assessment of specific business environment conditions); 3) analysis of response
patterns (impact of company positioning, impact of specific factors on overall
competitive assessment); and 4) trends.

Source: Solvell et al. (2003), The Cluster Initiative Greenbook, Ivory Tower AB, Stockholm, Sweden and
www.clustercompetitiveness.org.
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collaboration or on the presence of informal knowledge spillovers then
assessing the contribution of policy to changes in firm productivity become
qualitative” (Martin and Sunley, 2003). Moreover, cluster policies have been
applied in very different regional contexts and with differing levels of funding. As
a result, despite the enormous interest, cluster policies still have much to prove in
terms of their effectiveness and general applicability.

Measures of success in case study programmes. Of the programmes that
specifically measure outputs, many tend to be firm and innovation oriented. For
example, the Finland Centres of Expertise measure success by the number of jobs
created, innovations developed, participants and persons trained. An evaluation
of Japan’s Industrial Cluster programme measured the number of collaborative
projects, and new businesses launched from existing firms or universities. The
Georgia Research Alliance tracks similar statistics and others with a more clear
human resource and knowledge generation focus, such as attraction of top
professors, training of skilled graduate students and publications. Spain’s Basque
Country focuses more on overall cluster economic performance in terms of key
sectoral economic indicators.

Norway has taken an interesting approach by choosing to track indicators
common to all projects as well as specific goals per individual project. Indicators
common to all Centres of Expertise include increased co-operation, increased
innovation and increased international involvement among others. Individual
Centres have specific targets and an assessment of such targets based on the
project’s own scale, level of development, challenges and potential. The
programme also includes three stages of evaluation and reporting requirements:
1) a management evaluation; 2) a main evaluation after five years on results; and
3) annual reports, based both on project annual reports as well other information
such as the management reports.

Several programmes link some evaluation of success to subsequent
funding rounds. Norway’s Centres of Expertise Programme, which has a ten-
year funding timeframe, does have two interim steps for project monitoring
and assessment. The programme combines the need for an expectation of
continued funding with a need to ensure on-going programme success. Other
programmes include shorter funding cycles but allowing the successful
programmes to participate in more than one cycle. Spain’s Basque Country’s
programme requires semi-annual reports and has an annual funding cycle.
Korea plans to use primary evaluation results for allocating budgets as a
vehicle for creating some competition among the selected cluster cities.

Because many programmes seek to catalyse clusters or joint projects
with seed money, the ability to leverage additional funds is often considered a
measure of success. While matching funding requirements help to support
this goal by design, funding achieved above and beyond these requirements
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increases the programme’s impact. The Georgia Research Alliance, whose goal
was to increase the economic performance for the state via technology,
reports to have achieved a five to one leverage, attracting USD 1 billion in
federal research dollars and USD 1 billion in private investment for the state’s
total investment of USD 400 million. The French SPL programme for small
firms sought specifically to serve as a base funding for small firm consortia to
use to attract additional funds, and in one exceptional case this was a 40 to
one ratio. Visanu’s programme funding requirements were 50% national
government and 50% regional government. One study found that the total
funding included 23% private financing, albeit usually in time as opposed to
money, and more regional than national funding.

One of the explicit, if not implicit, goals of national programmes is to
improve the public sector’s approach to innovation and clusters. The Czech
National Innovation Plan seeks to increase involvement of regional public actors
in support of clusters and regional innovation systems. This is one of the
anticipated measures of success for the next round of the Klastry programme. An
evaluation of the Finnish National Cluster Programme revealed that one of the
key findings was co-ordination across public sector agencies that fund research.

Policy learning. While not every programme has a formalised post-
programme evaluation, there are examples of policy learning. The mechanisms
for this are both informal and formal, including pilot programmes and special
“learning” components. The challenge is not only to improve an existing
programme, but to capture that knowledge for the development of future
programmes. For example, there are countries that have changed policies over
time or are re-introducing similar policies but the lessons learned from the last
rounds are not known.

Informal participant feedback has proven useful in the development of the
Péles de compétitivité programme in France. Given the high profile nature of the
programme as well as the stature of some of the large firms participating, firms
have provided feedback on the programme. In some cases this feedback is
highly public and in national newspapers. Some of the changes made to the
programme to respond to these comments include somewhat less onerous
cluster governance requirements and a certain level of simplification regarding
the funding mechanisms.

Countries are also using pilot programmes to promote policy learning
with regards to clusters and innovation systems. Norway actually ran a pilot
programme of its Centres of Expertise before having the first official call for
proposals. Participants in the pilot programme then had to compete in the
official round. While Korea’s Innovative Cluster Cities is a major national
investment and could not be considered merely a pilot project, the lessons
learned from this programme will serve to inform the programmes to be
implemented in all industrial complexes in the future.
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To better understand the dynamics of development in clusters and
innovation systems in detail, a few programmes have an explicit “learning”
component. Sweden’s Visanu programme included several interactive research
projects. These projects involved researchers who took a participant observation
approach and followed the cluster throughout the funding cycle. The on-going
presence of such researchers was designed to get valuable information on the
process of developing cluster interactions and a regional platform. Some of these
reports are available in English to promote knowledge sharing even beyond
Sweden.3 Norway’s Centres of Expertise will include periodic management
evaluations to provide recommendations to improve programme strategic
development.

Lessons learned

Appropriateness of a cluster policy

This first set of lessons learned concerns the degree to which these
programmes are appropriate, realistic and flexible enough to achieve their
goals. Given the popularity of the cluster approach, there is concern that it is
being used as the core strategy to achieve competitiveness, yet the two are not
merely interchangeable. After an analysis regarding why a cluster policy is
helpful and to whom it should be addressed, the appropriate programme
design question becomes relevant. The wide variety of cluster types, cluster
stages and regional conditions complicates these design efforts but flexibility
in solutions is possible.

Identify explicitly what the national level’s interests are, what the
barriers to achieving those goals are, and how a cluster approach can help
overcome these problems.

Often governments launch programmes to enhance competitiveness or
build innovation capacity yet these objectives are very broad. Such goals do
not specify the nature of the problem that the national level needs to address
and hence why programmes to promote clusters, as opposed to other tools,
would be the most effective option. This lack of clarity also limits the ability to
target, fund and evaluate outcomes.

Germany'’s BioRegio was perhaps the most focused of all the policies
studied, as it was designed to support one sector and therefore much less
comprehensive than some other programmes. Nevertheless, the clarity of
motivations for national level intervention, the straightforward goals for this
programme and the focused public support contributed to its success.

Weigh the relative merits of active intervention from the national
government versus framework conditions and facilitation.
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In some countries, the policy approach focuses on framework conditions
and arms-length facilitation. Several OECD countries use this framework
approach instead of an explicit national policy, and they possess successful
clusters. The United States, for example, only has relatively modest national
level programmes for lagging regions (such as the EDA University Centre
programme) but otherwise seeks to provide better framework conditions for
competitiveness. Explicit cluster approaches are really found more at the state
(subnational) level. Ireland’s FDI attraction strategies played an active role in
serving to develop certain clusters like ICT, without the need for a national
cluster programme. The UK’s Regional Development Agency approach is a
national level framework for regional development that encourages a cluster
approach through advice and funding but does not involve a specific
programme. The Netherlands “Peaks in the Delta” regional strategy has a
similar approach of providing funding for spatial economic development
planning that includes cluster support. Australia’s Regional Partnerships
Programme, under the Stronger Regions, Stronger Australia framework, also has
a more broad-based facilitation approach rather than obliging regions to adopt
a cluster or regional innovation approach.

Consider that cluster-type policies can be valuable as a practical tool,
not only to respond to conceptual models.

Some of the very pragmatic advantages include helping governments to:
diagnose regional economic strengths, clarify market linkages among economic
actors, dialogue with “systems” of public and private actors and focus public
resources. Therefore, regardless of philosophical approaches to the cluster and
innovation system concepts, these programmes could be considered for their
other merits.

Several programmes have made very active use of this practical aspect of the
cluster concept to adopt cluster-informed approaches to economic development.
In Spain, managers of the Basque Country Competitiveness Clusters programme
have used a clever approach to working with clusters. Their duties are conceived
in the context of an organisational matrix. They ensure that all the meetings of a
cluster are attended by the same person, and that all the meetings on a particular
horizontal common theme across clusters are attended by the same person
(internationalisation, technology and quality/excellence in management).
Furthermore, approximately half of the region’s industrial base can be reached
through an email to 12 cluster initiatives. As a result, there is very active contact
between the cluster initiatives and civil servants. The Oregon Cluster Industries
approach is not a programme with clear budget per say, but the Oregon Economic
and Community Development Department is trying to restructure itself to be
more focused on clusters. Italy’s Law 317 sets out an authorising environment
that explicitly recognises industrial districts as entities eligible for certain forms
of public support.

OECD REVIEWS OF REGIONAL INNOVATION: COMPETITIVE REGIONAL CLUSTERS - ISBN 978-92-64-03182-1 - © OECD 2007



1.6. WHAT HAVE WE LEARNED?

Be realistic with respect to clarity of targets, funding and duration as
compared to programme goals.

The programme goals should determine both the targets and the resources,
but these choices include a number of inherent tradeoffs. The first trade-off is
whether to concentrate resources with a very limited pool or to be more inclusive.
Other trade-offs concern leading versus lagging regions and dynamic versus
exposed sectors. The available funding and timeframe in turn need to be realistic
given the number and nature of targets resulting from these choices. Engaging
actors may be costly in terms of time and transaction costs even if not in public
expenditure, while the benefits of R&D investments may take considerable time
to accrue.

Disappointment regarding the effectiveness of programme results is often
related to insufficient funding and timeframes relative to expectations. For the
major R&D initiatives, several have very long-term timeframes, up to ten years
like Sweden’s VINNVAXT and Norway’s Centres of Expertise. While there may
be interim evaluations to ensure the full period of funding, this timeframe
implies that such long-term commitment may be needed for successful results.
Programmes with a very short timeframe but with substantial R&D investments
are perhaps less likely to achieve their goals.

Ensure that programmes have a range of instruments for adaptation
across the targets (in terms of cluster types, region types, etc.).

Even where a limited range of regional economies and clusters are targeted,
they nonetheless have diverse needs. One of the most notable distinctions that
impacts the use of instruments is the cluster lifecycle, as a cluster that is
emerging versus mature versus transforming will have different needs. Clusters
are also embedded in different environments that may be rich or weak in
knowledge generating institutions or linkages among actors. Evidence from
recent evaluations documents the variations in instrument use within the same
programme across clusters. Programmes thus need to have this flexibility built in
by offering a range of possible instruments from which clusters may choose.

Programmes have shown flexibility to different cluster and region types
without necessarily sacrificing clarity of goals. An evaluation of the Japanese
Industrial Clusters programme revealed four general categories of clusters
with very different characteristics and needs that were nevertheless able to
benefit from the programme. They included metropolitan areas (strong
existing clusters with large firms), science and technology-centred clusters
(technology transfer), niche clusters (smaller agglomerations with niche
fields) and networks across mini-clusters (thin and small scale clusters).
Finland’s Centres of Expertise were also using the programme for different
sets of needs. An evaluation noted that smaller centres focused on cluster-
based development and internationalisation while larger centres focused on
R&D projects.
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Policy coherence

Achieving policy coherence across sectors and across levels of government
is a perennial challenge in supporting regional development. In the case of
supporting regional specialisation, there are a multitude of programmes from at
least three different policy families all working towards potentially similar
goals. The fragmentation of resources across these different programmes is
confusing to both public and private actors. At best, the programmes are simply
co-existing but with potential increased transactions costs for the participants.
At worst, the programmes actually divide actors that should otherwise be
working together, such as when administrative boundaries don’t map to the
clusters or certain relevant actors are not eligible for support in the context of
the programme.

Determine a cross-ministerial strategy for national level intervention.

Clear objective setting and planning at the central level can help to align
different actions and serves to promote coherence across regions. The
proliferation of cluster-type approaches at the central level, in addition to sub-
national programmes, necessitates a clear programme mapping to prevent
duplication, fill gaps and avoid missed opportunities. While different central
level agencies and ministries have sought to collaborate in some countries,
high-level support strengthens the motivations for such collaboration and
raises the level of the programme on national agendas.

There exist interesting examples of either clear strategies or cross-
Korean Innovative Cluster Cities are both highly prominent in their respective
countries and therefore assemble key actors across ministries. There are several
other examples of programmes that are less politically prominent but have
sought to work across ministries, especially in the Nordic countries. Sweden’s
Visanu programme (three agencies), Norway’s Arena and Centres of Expertise
programmes (three agencies) and Finland’s Centres of Expertise (inter-ministerial
committee) are all examples. While the inter-agency rivalries may not be
resolved by such arrangements, they certainly have opened doors to greater
communication for improved policy coherence.

Work in consort with regional levels in programme development for
capacity building, coherence and complementarity.

In several countries, cluster programmes began at the regional and local
level well before any explicit national level policy. In those cases, the national
level can learn from the experiments across different regions in the development
of its programme. In other countries, the regional level lacks the capacity and/or
financing to effectively support a cluster programme. In such cases, the national
level has a role of building regional capacity, an important issue in the context of
decentralisation trends. For countries where there exist numerous regional level
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initiatives, the national government may seek to promote some coherence in the
pursuit of national goals or identify opportunities to provide complementary
programmes.

Several countries have addressed this national-regional coherence question
by actively involving the regional level in selection and funding. Numerous
programmes have a regional co-financing requirement, such as Sweden’s
VINNVAXT and Visanu programmes, the Centres of Expertise programmes in
Finland and Norway, as well as the Pdles de compétitivité and SPL programmes in
France. All the national programmes in Germany require active regional support
in terms of funding and programme implementation. While many programmes
seek to build regional capacity in supporting clusters, the Czech Klastry
programme is the most explicit in this goal.

Risks

Beyond questions of appropriateness and coherence, there are inherent
risks related to the use of public policy to support clusters. These risks concern
the strategy of public sector investment, notably the cost of cultivating nascent
clusters and the risks of vulnerability due to insufficient diversification of
sectors or a high degree of dependence on an anchor firm. In some cases the
cluster approach is actually used to address these risks by serving as a vehicle
to promote diversification. While addressing these risks in strategy requires
strong analysis, there are strategies for designing programmes to reduce some
of the common risks inherent to a cluster-type approach.

Structure the programme to minimise the associated risks, such as
picking winners and lock-in.

The public sector at national and regional levels is less equipped than the
private sector to manage business risks such as predicting movements in highly
competitive and rapidly evolving product markets in the context of globalisation.
There are also greater risks that cluster groups unduly influence government in
their favour (administrative capture) when they become the clear focal point of
policy. Furthermore, supporting the strongest existing clusters may reduce the
opportunities for innovation that could jeopardise these selected clusters.
Instruments that are less industry specific and/or region-neutral can be easier to
manage politically. Therefore, national policy makers can take steps to mitigate
those risks such as revisiting cluster designations periodically or giving other
types of firms an opportunity to compete.

Several OECD country programmes have tried to mitigate these common
risks. One strategy used by the programmes is to involve key researchers
and firms in the selection process. There are also programmes that are
complementary in terms of a cluster’s stage of development such that not
only the strongest existing clusters receive support. For example, the Oregon
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Cluster Network in the United States and the Arena programme in Norway
allow clusters in earlier stages of development to participate with the idea that
if they develop they may be eligible for programmes with greater resources. In
addition, the competitive process of numerous programmes has helped
cluster initiatives form that later have grown with other resources. Many
candidates not selected by the VINNVAXT programme in Sweden or the
BioRegio programme in Germany were nevertheless able to find alternative
resources and develop, therefore the “picked winners”, albeit through a
competitive process, were not the only parties to benefit.

Ensure sufficient private sector engagement, as their motivation ensures
longevity of partnerships and their skills reactivity to market changes.

Given the risks mentioned above, the role of the private sector in helping
to guide regional economic strategies, including cluster-based programmes, is
crucial. Cluster programmes can offer tangible benefits to the private sector
(e.g., labelling, increased R&D investment or tailored support services) if
structured properly. Yet many programmes, particularly in Europe, are
heavily driven by the public sector and allow for more limited engagement of
public-private partnerships. The programme’s conception, target selection
and implementation all need to take the private sector role into account
more explicitly.

The more effective strategies to ensure private sector engagement tended
to involve the private sector early on. For example, in the United States, the two
state examples of Georgia and Oregon illustrated that private actors helped
in the design and administration of the programmes. The Oregon Business
Council, a non-partisan association of top business executives, helps to develop
the Oregon Business Plan Agenda with input from Oregon’s clusters. To ensure
that smaller firm needs are heard, they canvass the clusters instead of simply
relying on the state’s leading firms for input. In Spain’s Basque Country, the
private sector was involved in the dialogue to select the potential clusters as
well as in the decision to participate. Even though most programmes do have
some sort of competitive selection process to gauge private sector motivation,
this has not proven sufficient for long-term private sector engagement.

Set outcome targets, even if it is difficult to evaluate the causal relationship
of public policy on private action.

The more the programmes emphasise changes in behaviour or attitudes
among firms/entrepreneurs, the more difficult those outcomes are to measure.
The easier end of the spectrum is to measure the take up of services by
participants, but these statistics usually leave unanswered the question of
whether a cluster policy is more effective than another approach to regional

OECD REVIEWS OF REGIONAL INNOVATION: COMPETITIVE REGIONAL CLUSTERS - ISBN 978-92-64-03182-1 - © OECD 2007



1.6. WHAT HAVE WE LEARNED?

development. The evaluation problem is ever-present but should not prevent an
effort to identify specific outcomes, which is one important way to clarify what
the programme is trying to achieve and how feasible its ambitions are.

Only a few of the programmes studied had a clear evaluation approach
when establishing the programme. For example, Norway’s new Centres of
Expertise programme includes three stages of evaluation and reporting: annual
reports from projects and other management reports, a main evaluation after
five years in operation and a management related evaluation. Sweden’s Visanu
programme included interactive research initiatives that tracked certain
clusters closely and over time to better understand how they were functioning.
Finland’s Centres of Expertise have been in place for several years and
evaluations regarding performance on key indicators are on-going. Several
programmes include regular reporting as a condition for on-going funding.

Future research

There are still many unanswered questions regarding the benefits of
clusters themselves as well as the effectiveness and efficiency of cluster
policies seeking to influence their development. These questions are even
more pressing given the rapid changes in industry transformation as well as
the continued proliferation of policies at all levels of government in OECD
countries. A number of themes merit additional consideration by researchers
and international organisations such as the OECD.

Do cluster policies have an influence on the transformation of industries
with globalisation? As industries transform and OECD clusters seek to keep
pace with these transformations, public policy may help, may hurt or simply
be marginal to the overall picture. OECD countries are interested in how
policies can help regions, especially those highly exposed to international
competition, best manage off-shoring and other processes related to
globalisation. In general, the cluster model seems still to have a role to play in
traditional manufacturing activities, offering a means to build critical mass
among SMEs, increase the flow of information on new technologies, improve
product quality and upgrade workforce skills. At the same time, the ability of
firms to make external linkages cannot be ignored and regional strategies
need to take account of these economic realities. For example, in Veneto, Italy,
many cluster members are off-shoring aspects of operations to a common
area in Romania. Off-shoring is not only a major concern for textiles, as higher
value added services and even R&D functions are migrating. Public policy may
be able to facilitate the identification of off-shoring partners or organise
support in such contexts so as to help the region best manage the impacts of
these trends.
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What are the goals and instruments of policies to promote innovation,
understanding that the term innovation is used as a motivation to describe a
wide range of activities in regions? The term has been introduced into regional
development policy only recently but has now become a key component and
objective of policy. Yet, the precise goals are often not clear and the link
between success in innovation policy and regional outcomes is not so easy to
detect and measure. This is clearly the case for the cluster policies reviewed in
this report, which have included innovation as a goal but without a clear set of
indicators to assess impacts either on firms or on the region as a whole.
Therefore international organisations like the OECD and the EU can help fill
the information gap at the sub-national level to better understand innovation
processes at the regional level and their relationship to policy.

What are the long-term impacts of these policies? Helping actors come
together does not mean that they will stay together. One of the perceived benefits
of cluster programmes as a policy is that, once actors come together with the aid
of public intervention and financing, this momentum will continue when public
support stops. This catalytic public sector role is an attractive approach for many
reasons, notably because this upfront investment in developing partnerships is
expected to reap benefits to the regional economy over the long term. While some
research results exist on the successes and failures regarding the longevity of
basic SME networking programmes, there is not considerable information on
larger scale cluster programmes.

Notes

1. The OECD, in conjunction with Nutek, the Swedish Agency for Economic and
Regional Growth, is currently conducting a study on regional level strategies to
help address this gap.

2. Evaluation being a critical issue, The Competitiveness Institute, a not-for-profit
alliance of cluster practitioners, seeks to address this topic through symposiums
and a forthcoming publication.

3. Reports may be obtained from Nutek, the Swedish Agency for Economic and
Regional Growth.
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