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¢ƻŘŀȅΩǎ hōƧŜŎǘƛǾŜǎΥ

Review the notion of 
cluster development;

The concepts of industrial 
targeting;

Overview some of the tools 
at our disposal.

Purchase the book at:

http://www.routledge.com/books/details/9780415775915/
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ü Community and regional organizations 
vested with the promotion of economic 
growth and development are constantly 
searching for effective tools and methods to 
advance their efforts.

ü The interest in cluster developments that 
has been spurred by the work of Michael 
Porter has renewed interest in targeted 
economic development efforts.
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ü There has been a concerted movement 
ŀǿŀȅ ŦǊƻƳ ǘƘŜ ƻƭŘ ǇƘƛƭƻǎƻǇƘȅ ƻŦ άǎƘƻƻǘ 
anything that flies and claim anything that 
ƭŀƴŘǎέ ǘƻ ƳƻǊŜ ǎǘǊŀǘŜƎƛŎ ōŜƘŀǾƛƻǊ ƛƴ 
identifying the specific types of industry to 
promote at the local and regional levels.

ü Policymakers and economic development 
practitioners are now asking the more focused 
question; in what types of industry does our 
region have a competitive advantage?
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1960s 

to early 

1980s

1980s

to mid 

1990s

1990s

to 

Today

ÅAttraction
ÅTax Incentives
ÅSubsidies
ÅLower 
production cost

ÅBRE
ÅBusiness start-
up support
ÅTargeted 
Investment
ÅInfrastructure 
Investment

ÅTargeted Investment 
ÅWorkforce 
Development
ÅQuality of Life
ÅLocal Firm Growth
ÅLocal & Regional 
Programs 
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What is a cluster?

tƻǊǘŜǊ όнлллΣ Ǉнрпύ ά! ŎƭǳǎǘŜǊ ƛǎ ŀ ƎŜƻƎǊŀǇƘƛŎŀƭƭȅ 
proximate group of interconnected companies 
and associated institutions in a particular field, 
ƭƛƴƪŜŘ ōȅ ŎƻƳƳƻƴŀƭƛǘƛŜǎ ŀƴŘ ŎƻƳǇƭŜƳŜƴǘŀǊƛŜǎΦέ

wƻǎŜƴŦŜƭŘ όмффтΣ Ǉпύ ά! ŎƭǳǎǘŜǊ ƛǎ ǾŜǊȅ ǎƛƳǇƭȅ 
used to represent concentration of firms that are 
able to produce synergy because of their 
geographic proximity and interdependence, even 
though their scale of employment may not be 
ǇǊƻƴƻǳƴŎŜŘ ƻǊ ǇǊƻƳƛƴŜƴǘΦέ
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What is a cluster?

wƻŜƭŀƴŘǘ ŀƴŘ 5Ŝƴ IŜǊǘƻƎ όмфффΣ Ǉфύ ά/ƭǳǎǘŜǊǎ Ŏŀƴ 
be characterized as networks of producers of 
strongly independent firms (including specialized 
suppliers), linked to each other in a value-adding 
ǇǊƻŘǳŎǘƛƻƴ ŎƘŀƛƴΦέ

CŜǎŜǊ όмффуΣ Ǉнлύ ά9ŎƻƴƻƳƛŎ ŎƭǳǎǘŜǊǎ ŀǊŜ ƴƻǘ Ƨǳǎǘ 
related and supporting industries and 
institutions, but rather related and supporting 
institutions that are more competitive by virtue 
ƻŦ ǘƘŜƛǊ ǊŜƭŀǘƛƻƴǎƘƛǇǎΦέ
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Governance

Innovation/learningInter-firm relationships

What is a cluster?
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The California Wine Cluster
Grapestock

Grape Harvesting

Equipment

Irrigation Technology

Barrels

Bottles

Winemaking Equipment

Caps and Corks

Specialized Publications 

(e.g. Wine Spectator, Trade 

Journal)

State Government Agencies

(e.g. Select Committee on Wine

Production and Economy)

Educational, Research, & trade 

Organizations (e.g. Wine Institute, 

UC Davis, Culinary Institutes)

California

Agricultural Cluster

Tourism Cluster

Food Cluster

Public Relations and 
Advertising

Growers/Vineyards
Wineries/Processing

Facilities

Labels

Fertilizer, Pesticides, 

Herbicides
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Why focus on clusters?

1. Strengthens Localization Economies

2. Facilitates Industrial Reorganization

3. Encourages Networking Among Firms

4. Results in Larger Local Economic Impacts

5. Facilitates Entrepreneurial Activity
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Why focus on clusters?

1. Picking ñwinnersò?

2. ñLate comersò?

3. Overspecialized exposing the community to risk?

4. Regional approach difficult ñsellò in a community 

setting.
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Creativity Pyramid (Fig 8.3 p.145 Shaffer, Deller and Marcouiller)

Data

Information

Knowledge

Innovation

Data Analysis
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ωMechanism to Stimulate Discussion  

ωChallenges Local Perceptions

ωIdentifies Strengths

ωIdentifies Weaknesses

ωIdentifies Threats

ωIdentifies Opportunities

ωIn the end, helps you understand what is 

ƘŀǇǇŜƴƛƴƎ ƭƻŎŀƭƭȅΧΦΦ

Data Analysis
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ωLooking for Patterns

ωLooking for Comparisons

ωLooking for Challenges ςSurprises

ωLooking over Time

ωLooking for Insights, Not Precision

ωMany Sources ςFormal and Informal

Data Analysis
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It is VITAL to keep in mind that undertaking a 

TRED analysis is part of a process and is NOT the 

ŦƻǳƴŘŀǘƛƻƴ ƻŦ ŀ ŎƻƴǎǳƭǘŀƴǘΩǎ ǊŜǇƻǊǘΦ

The community discussions that occur as the 

analysis unfolds can be just as important if not 

more so than the analysis itself.

Data Analysis
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ɲ [v

LQ

Strength and 
Growing: 
Potential Cluster

Strength and 
Declining

Weakness and 
Declining

Weakness and 
Growing
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Sources of Employment in Dane County 

% of local employment in sector i

LQ = 

% national employment in sector 
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LQ 2009
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Dry, condensed, and evaporated dairy products

Cheese manufacturing

Meat processed from carcasses

Frozen specialty food manufacturing
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http://www.bls.gov/help/def/lq.htm
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Why focus on clusters?

Can it really be that simple?

NO
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Regional Economic Development Research 

Laboratory (REDRL) of Clemson University

This approach focuses on 

identifying industry clusters with 

(1) a high potential for prospering in 

the study area and 

(2) significant positive economic 

impacts on the local economy. 
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Regional Economic Development Research 

Laboratory (REDRL) of Clemson University

Step 1.  Identify industry concentrations 

for which the region has experienced 

recent employment growth. 

This could be the LQ analysisé..
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Regional Economic Development Research 

Laboratory (REDRL) of Clemson University

Step 2.  Construct value chains 

(linkages to input suppliers and product 

markets) for the industry clusters 

selected in Step 1, and identify 

industries in the value chains with the 

greatest linkages to the local industry 

concentrations. 
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Regional Economic Development Research 

Laboratory (REDRL) of Clemson University

Step 3.  Rank the selected industries 

from Steps 1 and 2 by expected 

economic and fiscal impacts on the local 

economy.
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Import Substitution

Ç Originally developed as a national economic 
development tool post-WWII primarily in 
Central and South America.

Ç Generally dismissed over time:  lack of 
evidence of success; protections stifled learning 
ŀƴŘ ƛƴƴƻǾŀǘƛƻƴΤ ά²ŀǎƘƛƴƎǘƻƴ /ƻƴǎŜƴǎǳǎέ

Ç At sub-ƴŀǘƛƻƴŀƭ ƭŜǾŜƭ ǘƘŜ ƴƻǘƛƻƴ ƻŦ tƻǊǘŜǊΩǎ 
clusters promotes stronger inter-industry 
linkages, for example through import 
substitutions
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Input-Output Based Models

One approach is to look at imports and exports to 
follow an import substitution strategy through άƎŀǇέ 
and άŘƛǎŎƻƴƴŜŎǘέ analysis.

IMPLAN based.
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Multi -step educational process:

1. Identification of general economic trends 
using BEA-REIS data.

2.Use IMPLAN base report to identify largest 
industries in region.

3.Use IMPLAN to identify import-export levels.

4.Use IMPLAN to focus on group selected core 
industries.
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The California Wine Cluster
Grapestock

Grape Harvesting

Equipment

Irrigation Technology

Barrels

Bottles

Winemaking Equipment

Caps and Corks

Specialized Publications 

(e.g. Wine Spectator, Trade 

Journal)

State Government Agencies

(e.g. Select Committee on Wine

Production and Economy)

Educational, Research, & trade 

Organizations (e.g. Wine Institute, 

UC Davis, Culinary Institutes)

California

Agricultural Cluster

Tourism Cluster

Food Cluster

Public Relations and 
Advertising

Growers/Vineyards
Wineries/Processing

Facilities

Labels

Fertilizer, Pesticides, 

Herbicides
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Community-Business Matching (CBM) Model

University of Neveda-Reno, WRDC

A community can use CBM to prioritize their 

goals and identify the assets they have to 

help them achieve their goals. 

The CBM fits these goals and assets to 

business profiles in order to assist in 

development decisions that reflect the 

desires of community members.
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Community-Business Matching (CBM) Model

Å Involvement of community leaders is crucial

Å It is important to incorporate environmental 

and social aspects of economic development

EconomicSocial

Environmental It is more 

than just 

ñjobs, jobs, 

jobsò
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Community-Business Matching (CBM) Model

Å Desirability measures how likely a

business is to meet community goals.

Å Compatibility measures how likely the

business is to locate-start-expand in the 

community.
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http://nercrd.psu.edu/TRED/index.html


