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EXECUTIVE SUMMARY

In economic and innovation policy the term ,cluster” is
usually used to explain geographical concentrations of eco-
nomic and innovation activities. According to conventional
wisdom clusters support economic development through
the specialization of regions in activities within which com-
panies gain higher productivity through accessing external
economies of scale or other comparative advantages. Du-
ring the past 15 years clusters and innovative (competence)
networks have gained more and more importance as an ele-
ment of economic development and innovation strategies
of the European Union and its Member States. The analyses
in this report challenge conventional wisdom of what drives
development and innovation within a cluster. Based on the
largest international analysis of its kind involving a simulta-
neous benchmarking of more than 140 cluster organisati-
ons and of cluster policies from nine European countries it
is found that the economic impacts of clusters depend on
many more factors not related to the specialization of regi-
ons through the geographical concentration of the cluster
than earlier research suggests. Cluster management ex-
cellence and the spectrum and frequency of business-rela-
ted services of the cluster organization are important deter-
minants for the impact of a cluster. The analyses of cluster
organisations and cluster policies also show many other key
determinants for the development and characteristics of a
cluster such as internationalization activities, R&D activities,
age, technology areas etc.

The Danish Ministry of Science, Technology and Innovation,
supported by the German Federal Ministry of Economics and
Technology and its national cluster program “Initiative Kom-
petenznetze Deutschland” (Competence Networks Germa-
ny), the Nordic Council of Ministers and Nordic Innovation
(NICe), has initiated the project ,NGPExcellence - Cluster
Excellence in the Nordic Countries, Germany and Po-
land” Further partners were VINNOVA (Sweden), Tillvaxtver-
ket (Sweden), the Finnish Funding Agency for Technology
and Innovation (TEKES), the Finnish Ministry of Employment
and the Economy, Innovation Norway, the Icelandic Centre
for Research (RANNIS), Innovation Centre Iceland, the Bavari-
an Ministry of Economic Affairs, Infrastructure, Transport and
Technology (Germany) and the Polish Agency for Enterprise
Development (PARP).

The overall objective is to contribute to the development
of outstanding clusters through excellent management
and excellent cluster programs. Conducted from Octo-
ber 2010 to July 2011the project pays particular attention
on the characteristics of cluster management organizations
and their effects on cluster development. More than 140 clu-
ster management organizations from eight countries were
benchmarked to base the analysis on a comprehensive com-

parative portfolio. 16 cluster programs from nine countries
supporting most of the analyzed cluster organisations were
analyzed to facilitate a better understanding of successful
strategies and mutual learning between the program ow-
ners and to develop recommendations for a “perfect” cluster
program.

The analyses has provided a comprehensive set of infor-
mation and new knowledge about the characteristics

of cluster management organizations and clusters in
terms of age, size, composition of membership, regional
concentration and financing. The key findings of the
comprehensive benchmarking analyses of cluster man-
agement organizations include:

* Research-driven clusters are much more similar to
industry-clusters than previous research suggested;
Clusters with a small or high share of public funding are
similar in terms of structure and governance, but differ-
ent in terms of impact;

The visibility and attractiveness of a cluster and the
impact of the cluster management organization on SME
development depends its age and size; apparently,
larger and matured clusters provide a much better
environment for results and impacts through activities
of a cluster management organization;

The structural characteristics of a cluster in terms of e.g.
size, governance structure or degree of specialization
as well as the impact of the work of a cluster manage-
ment organization depend on the technology field it is
operating in;

Clusters with a high impact on business activities of SME
feature an active cluster management organization in
terms of spectrum and frequency of business-related
services.

The results suggest that several key determinants matter in
terms of a cluster’s impact on the business activities of its
members; this applies in particular to SME. Structural fac-
tors such as size, age, governance and the share of private
funding in the total budget of the cluster management or-
ganization as well as the type of agenda setter (industry or
research stakeholders) have an effect on the spectrum and
intensity of services provided by the cluster management
organization and thus on the development of business ac-
tivities of SME.

The benchmarking of 16 cluster programs provides new
knowledge and detailed insights into program charac-
teristics in terms of objectives, strategic focus, instru-
ments, target groups, evaluation methods, terms and
financial aspects. The key findings of the analysis are:




* Different types of cluster programs service different pur-
poses: regional economic development, development
of national industries, commercial exploitation of R&D
results and promotion of networking are general catego-
ries cluster programs can be grouped in;

* Most cluster programs feature high on the government’s
agenda;

* Coordination of cluster programs with other public sup-
port programs shows room for improvement;

* Internationalization of clusters is considered to be im-
portant, but the relevance of supporting internationali-
zation of clusters varies between the different programs;

* Program owners take over a more proactive role to-
wards developing individual clusters;

e Cluster Management Excellence has become more and
more important in recent years;

* Monitoring and evaluation is important. Assessment
of the impact on business is difficult, but not impossible.
International best practice is presented.

The report presents lessons learned by program owners and
a unique detailed overview of 16 European cluster programs.
Finally, the main elements of a perfect cluster program with
regard to its overall strategic set up, target group, instru-
ments and implementation are introduced.

The report provides eight policy recommendations for
future developments of cluster programs. The recom-
mendations shall contribute to the evolution of outstan-
ding “world class” clusters that are driven by excellent
cluster management organizations:

* Improve coordination of cluster programs and other
relevant funding programs;

* Tailor-made assistance for clusters should have a high
relevance in the program strategy;

* Programs should put emphasis on cluster management
excellence;

* Cluster programs should develop world-class clusters in
industry sectors that are internationally competitive;

* Long-term, but flexible support of clusters is required;

* Monitoring and evaluation of the results and impacts of
a program is important and should be done in a smart
and purposeful manner;

* Technical assistance instruments are important for the
promotion of international activities of clusters;

¢ Different industry sectors need different support for
internationalization activities.



1.INTRODUCTION

In economic and innovation policy the term ,cluster” is usual-
ly used to explain geographical concentrations of economic
and innovation activities. According to Michael E. Porter “clu-
sters are geographic concentrations of interconnected com-
panies and institutions in a particular field”" that collaborate
and compete at the same time. According to this conventional
wisdom clusters support economic development through the
specialization of regions in activities within which companies
can gain higher productivity through accessing external eco-
nomies of scale or other comparative advantages.?

Throughout the past 15 years clusters have gained more and
more importance as an element of economic development
and innovation strategies of the European Union and its Mem-
ber States. Owing to dedicated cluster policies of Member
States, particularly since the end of the 1990s, an increasing
number of business initiatives or top-class universities and re-
search institutes have been instrumental in the emergence of
strong clusters by acting as a catalyst and helping to unleash
the economic and scientific potential of particular regions.
However, the development of corresponding policies is still
an early stage, but it has gained momentum.? The European
Union highlights the relevance of clusters for maintaining
and further developing the global competitiveness of the
European economy. In 2006 the EU adopted its broad-based
innovation strategy and identified clusters as one of the nine
strategic priorities for successfully promoting innovation.*

The analyses in this report challenge the conventional wis-
dom of what drives economic development and innovation
activities within a cluster. Based on the largest international
analysis of its kind involving a simultaneous benchmarking
of more than 140 cluster organisations and of cluster policies
from nine European countries it is found that the economic
impacts of clusters depend on many factors not related to
the specialization of regions through the geographical con-
centration of the cluster. Cluster management excellence
and the spectrum and frequency of business-related ser-
vices of the cluster organization are important determinants
for the impact of a cluster. The analyses of cluster organisati-
ons and cluster policies also show many other determinants
for the development and characteristics of a cluster.

In the absence of a widely accepted definition of cluster
policy Christian Ketels defines cluster policy as all efforts by

1 Michael E. Porter, 1998: Clusters and the New Economics of Competition, in: Harvard Busi
ness Review, November 1998, p. 78

2 OECD, 2009: Clusters, Innovation and Entrepreneurship, p. 26

3 Communication from the Commission to the Council, the European Parliament, the Euro
pean Economic and Social Committee and the Committee of the Regions: Towards world-
class clusters in the European Union: Implementing the broad-based innovation strategy,
COM (2008) 652 of 17.10.2008,
http://ec.europa.eu/enterprise/policies/innovation/policy/clusters/, p. 3

4 Ibid., p. 2

governments, alone or in collaboration with companies, uni-
versities and others that are aimed at enhancing the com-
petitiveness of clusters.® This broad definition goes beyond
cluster funding programs and includes also policy measures
from other areas, such as tax and labor policies. Cluster poli-
cy has be understood, planned and implemented as a struc-
tural policy that changes the behavior of companies and in-
stitutions. In this respect there are two opposing academic
understandings of cluster policy: One approach sees geo-
graphic concentrations as the key policy lever. In this under-
standing increased competitiveness will follow the geogra-
phic concentration of relevant actors. Policy interventions
should therefore be focused on making a region attractive
for companies, e.g. through tax rebates or free infrastructu-
re. Another approach sees competitiveness as the key policy
lever. In this understanding increased competitiveness will
result in the geographic concentration of relevant actors as
the cluster becomes more attractive for new stakeholders.
Policy interventions should therefore be targeted on geo-
graphic concentrations that have already passed the early
stages of development. As in these environments the funda-
mental conditions for economic success are in place, colla-
boration between relevant stakeholders should be suppor-
ted through policy interventions, e.g. funding.®

In order to facilitate the discussion about cluster policy
through further insights into the characteristics of clusters
and cluster policy intervention, the Danish Ministry of Sci-
ence, Technology and Innovation, supported by the German
Federal Ministry of Economics and Technology and its na-
tional cluster program “Initiative Kompetenznetze Deutsch-
land” the Nordic Council of Ministers and the Nordic Innova-
tion Centre (NICe), has initiated the project ,NGPExcellence
— Cluster Excellence in the Nordic Countries, Germany and
Poland” The overall objective of this project is to contribute
to the development of outstanding clusters through excel-
lent management and excellent cluster programs.

Further partners in this project were VINNOVA (Sweden), Till-
vaxtverket (Sweden), the Finnish Funding Agency for Tech-
nology and Innovation (TEKES), the Finnish Ministry of Em-
ployment and the Economy, Innovation Norway, the Icelan-
dic Centre for Research (RANNIS), Innovation Centre Iceland,
the Bavarian Ministry of Economic Affairs, Infrastructure,
Transport and Technology (Germany) and the Polish Agency
for Enterprise Development (PARP).

The objective of this project is aligned with the work of the
European Cluster Policy Group that was formed by the Eu-

5 Christian Ketels, 2010: Cluster Policy: A Guide to the State of the Debate, in: Knowledge and
Economy, Springer Publishing, forthcoming
6 Ibid.



ropean Commission in October 2008. The European Cluster
Policy Group consisted of 22 independent experts who were
tasked to improve the Commission’s and Member States’ un-
derstanding of modern policy responses in support of clu-
ster excellence and to make recommendations on how to
better design cluster policies in the Community.’

This project pays particular attention on the characteristics of
cluster management organizations and their effects on cluster
development. More than 140 cluster management organiza-
tions from nine European countries were benchmarked to
base the analysis on a comprehensive comparative portfolio.
As many cluster management organizations are supported
through national funding programs the project also analyzed
16 cluster programs from nine countries in a benchmarking
exercise to facilitate a better understanding of successful stra-
tegies and mutual learning between the program owners.

The project, which started in September 2010 and ended in
July 2011, addressed two target groups: On the one hand,
managers and staff of the cluster and network organizations
from the participating countries, and on the other hand,

program owners and policy makers responsible for national
cluster and network programs and policies. Benefits are new
insights and findings that can promote cluster management
excellence and the development of quality of cluster and

ticular field. Both innovation and economic development
policy makers consider them as instruments to raise inno-
vation and productivity in numerous ways. Companies and
research actors benefit from sharing knowledge about best
practices and reduce costs by jointly sourcing services, sup-
pliers and knowledge; increased interaction facilitates inno-
vation. Frequent interactions facilitate formal and informal
knowledge transfer and promote efficient and effective col-
laboration between institutions with complementary assets
and skills. Once a cluster has gained a certain critical mass it
attracts further companies, investors, services and suppliers
as well as skilled labor forces.

In both developed countries and emerging economies enor-
mous efforts and investments have been made in the past
two decades to promote economic growth and competi-
tiveness through the development of clusters. In many cases
impressive progress has been achieved, although structures,
objectives and framework conditions of clusters as well as
level and nature of collaboration between the cluster sta-
keholders differ considerably. Although yet not counted in
detail, nowadays several thousand clusters or would-be clu-
sters seem to exist in Europe.

Whereas in the past considerable efforts have been made in
many European countries to set up clusters, today policy ma-

The findings of the project were presented at the NGP Cluster Excel-
lence Conference on May 26th and 27th, 2011 in Copenhagen. More
than 450 participants from 27 countries participated in this event and
discussed the results of the project as well as many other cluster-re-
lated topics in numerous workshops.

For the conference and workshop documentation please see
www.clusterexcellence.org.

network services for enterprises. Furthermore, the project
provides new insights, findings and best practice that can
improve the quality of the national cluster and network pro-
grams and policy initiatives.

1.1 WHYDOES CLUSTER EXCELLENCE MATTERS?
Clusters (which are sometimes also referred to as regional
networks) are, as already indicated, geographic concentra-
tions of interconnected companies and institutions in a par-

7 Commissions Decision of 22 October 2008 setting up a European Cluster Policy Group
(2008/824/EC). For further details on the European Cluster Policy Group see

www.proinno-europe.eu/ECPG

kers and cluster stakeholder have to tackle the challenge that
clusters become and remain competitive in a globalized eco-
nomy. Only excellent clusters that can compete and grow in
the global economic environment can meet the expectations
from policy makers and cluster stakeholders. In other words:
cluster excellence matters. It contributes to more prosperity
for regions, better competitiveness for companies and more
return of investment for investors. Cluster excellence also mat-
ters when seeking more value for money for research and in-
novation public support. Excellence is needed at different le-
vels, including the levels of cluster policies, cluster programs
and cluster management organizations.



There is an emerging consensus that cluster excellence can
support the development of so-called world-class clusters.?
The hypothesis is that enterprises benefit from favorable “eco-
systems”that foster competition as well as collaboration - thus
providing gateways to knowledge, finance and markets. This
concept can be built around three dimensions of a cluster. It
has become common sense that these three dimensions are
of high importance for cluster development and have to be
addressed by (cluster) policy intervention (see Figure 1):

* The dimension of framework conditions: In a com-
petitive environment clusters need to develop within
favorable framework conditions to support the activities
of cluster companies. There are general framework con-
ditions that are important for all clusters. Examples of
such include specific infrastructures, labor force skills or
institutions, but also regulatory issues such as work
migration or taxation. Stability-oriented macroeconomic
reforms and structural reforms are also important ele-
ments of favorable framework conditions.

* The dimension of cluster actors: Within a cluster there
have to be strong companies and strong interaction
between the actors that constitute the cluster. This
strength is a combination of critical mass of companies
in a given geographical space, individual company
characteristics and behavior and the dynamics of inter
actions and cooperation between companies and other
relevant stakeholders such as research institutions and
universities.

* The dimension of the cluster management
organization: The quality of cluster management is
critical to support strong dynamics among companies
and other relevant stakeholders of the cluster.

These three dimensions of “world-class clusters” reflect a
wider concept that aims at capturing the conditions that are
conducive for the development of global competitive advan-
tages. As a consequence, the European Commission, among
others, has called for the creation of more world-class clusters.
Although this demand sounds very logical, it is no easily tur-
ned into practice. For public authorities involved in cluster
policy issues as well as for cluster practitioners, this would
mean a considerable change of paradigm which may have a
significant impact on future support of clusters. The need to
promote cluster excellence has gained a lot of attention, po-
litical acceptance and widespread support from stakeholders
in the context of the implementation of the EU's “broad-based

8 See e.g. the Europa InterCluster White paper on “The emerging of European world-class
clusters” at www. intercluster.eu/images/stories/white_paper/white_paper_the_emerging_

of_european_world_class_clusters.pdf

FRAMEWORK CONDITIONS

CLUSTER ACTORS

CLUSTER MANAGEMENT ORGANIZATION

Figure 1: The nutshell model of cluster intervention (VDI/VDE-IT 2010)

innovation strategy”® Most importantly, the recent Europe
2020 Strategy explicitly mentions clusters under the flagship
initiative “An industrial policy for the globalization era” as im-
portant elements to improve the business environment, es-
pecially for SMEs.' This suggests that cluster policies should
not only be seen as a powerful policy instrument to promote
innovation, but also as an integral part of industrial policy that
aims at preparing Europe for global competition. This aspect is
also reflected in the final report and policy recommendations
of the high-level European Cluster Policy Group."

1.2 FOCUS OF THE REPORT: EXCELLENCE OF

CLUSTER MANAGEMENT ORGANIZATIONS

AND ITS PROMOTION OF CLUSTER PROGRAMS
This report deals mainly with the third dimension of a cluster,
the cluster management organization, and its interaction
with the second dimension, the cluster actors. This dimen-
sion has been underestimated over years as Porter’s cluster
approach did not regard this success factor for different re-
asons. Many of the cluster programs in Europe focus on the
establishment and development of cluster management or-
ganizations. Clear evidence has evolved in the past couple of
years that cluster management excellence plays a decisive
role for the successful development of clusters.

9 The Co uncil of the European Union: Conclusions on the Commission Communication
“Towards world-class clusters in the European Union: implementing the broad-based in-
novation strategy’, December 2008,

http://www.consilium.europa.eu/ueDocs/cms Data/docs/pressData/en/intm/104407.pdf or

Presidency Conclusions of the Brussels European Council (13/14 March 2008),
http://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/ec/99410.pdf

10 Communication from the Commission: Europe 2020. A strategy for smart, sustainable and
inclusive growth, COM (2010) 2020 final, http://ec.europa.eu/eu2020/index_en.htm

1 European Cluster Policy Group, 2010: Final Recommendations — A Call for Policy Actions and
European Policy Group, 2010: Consolidated Set of Policy Recommendations on Four Themes,

reports are available at www.proinno-europe.eu/ecpg/newsroom/ecpg-final-recommendations

12



In the context of the “world-class cluster” concept, cluster
management excellence depends on

* The existence and implementation of a strategy for the
further development of the cluster;

* The provision of professional services that address the
needs of the cluster members through the cluster
management;

* Sustainable financing of the cluster management or-
ganization and appropriate staffing of the organization;

e Additionality.

In order to provide further insight into cluster management
excellence and the opportunities of its promotion through
cluster programs this report presents the results of the
benchmarking

* Of more than 140 cluster management organizations in
Denmark, Finland, Germany, Iceland, Norway, Poland,
Sweden and Austria in terms of their status of develop-
ment and activities;

e Of 16 cluster programs from Denmark, Finland, France,
Germany, Greece, Iceland, Norway, Poland and Sweden
in terms of their strategies, objectives and
instruments.

Cluster management organizations were selected for bench-
marking if they were or are supported by a national cluster
program whose program agency was a partner of the NG-
PExcellence project.”? Participation was voluntarily. The
selection of cluster programs was based either on the par-
ticipation of the corresponding program agency in the NG-
PExcellence project consortium or on voluntary expressions
of interests from program agencies.

The data was collected through individual benchmarking
interviews with cluster managers and program owners from
the participating countries. In addition to this report each clu-
ster has received an individual report analyzing its individual
strengths and weakness. These reports, which are confidential
and only made available to the cluster management organiza-
tion, also give individual recommendations forimprovement.

1.3 METHODOLOGY

Benchmarking is a comparative analysis of structures, proces-
ses, products and services. It compares an entity to peers that
are active in the same area and/or best practices from entities
in other areas (comparative portfolio). Peers and other suited
entities can be compared with each other if they share simi-

12 One Austrian cluster has participated in the benchmarking, although it is not supported
by one of the cluster programs that were part of the NGPExcellence project consortium. This

cluster participated to test the interview guideline in the preparation phase of the project.

larities. The objective of benchmarking is to learn from better
performing peers or other entities in order to improve its own
structures, processes, products and services. Although bench-
marking identifies best-performing entities (the benchmark) it
is neither a tool for rankings nor can it substitute evaluations.
Benchmarking is a widely accepted methodology that provides
the opportunity for mutual learning through the comparison of
quantitative indicators.

Benchmarking relies on information provided by the interview-
ee to an external benchmarking expert. The expert does not
have any detailed justification or proof of the received informa-
tion available. Therefore, interviewees are expected to provide
correct answers. Benchmarking is a self-assessment and there-
fore cannot be compared with an evaluation. Furthermore,
benchmarking does not qualify for any rankings and does not
give any information whether specific characteristics of cluster
management organizations or cluster programs can be consi-
dered as good or poor.

The methodology of this particular benchmarking exercise
has been developed by the Agency Kompetenznetze Germa-
ny (Competence Networks Germany), which is hosted by VDI/
VDE Innovation + Technik GmbH. The methodology for cluster
benchmarking incorporated also new insights and develop-
ments from the European Cluster Excellence Initiative (www.
cluster-excellence.eu, a project funded by DG Enterprise and
Industry of the European Commission).

Data for the benchmarking of cluster management organizati-
ons was collected in structured face-to-face interviews with clu-
ster managers at their premises. The interviews were conduc-
ted either by experts of VDI/VDE Innovation + Technik GmbH or
by experts from project partners in collaboration with VDI/VDE
Innovation + Technik GmbH. A standardized procedure of data
analysis ensures comparability of results and allows drawing
conclusions on an aggregated level.

The benchmarking of cluster management organizations fo-
cused on five different dimensions covering 34 indicators (see
Table 1). Cluster management organizations were benchmar-
ked both with their peers from the same technology field and
with the complete comparative portfolio. The collected data
can be used to describe and analyze a cluster in terms of its
structure, management and governance, financial aspects,
services that are offered by the cluster management as well
as in terms of the achievements and recognition of the clu-
ster management organization respectively the cluster.



INDICATORS

Age of the cluster organization

Legal form of the cluster organization

Nature of the cluster: driving forces

Nature of the cluster: degree of specialization

Composition of the cluster membership (Committed members)
Regional concentration of the cluster members (Committed members)
Utilization of regional growth potential

International members of the cluster

Nature of cooperation between cluster members

Assignment of tasks/clarity of role definitions of the cluster management and the cluster
members

Number of cluster members per employee (full-time equivalents) of the cluster organization
Human resource competences and development in the cluster organization

Strategic planning and implementation processes

Thematic and geographical priorities of the cluster strategy

Current sources of financing of the cluster organization

Share of private financing of the cluster organization in relation to the age of the cluster
Financial sustainability of the cluster organization

Acquisition of third party funding

Collaborative technology development, technology transfer or R&D without third party funding
Information, matchmaking and exchange of experience among members

Development of human resources

Development of entrepreneurship

Matchmaking and networking with external partners/promotion of cluster location
Internationalization of cluster members

Intensity of external requests for cooperation

Origin of external cooperation requests

Geographical dimension of the external cooperation requests

Characteristics of cooperation with foreign clusters

Media appearances

Impact of the work of the cluster organization on R&D activities of the cluster members
Impact of the work of the cluster organization on business activities of the cluster members

Impact of business-oriented services of the cluster organization on business activities of the
SME members

Degree of internationalization of cluster members

Impact of the work of the cluster organization on international activities of the cluster members

Table 1: Benchmarking of cluster management organizations: dimensions and indicators
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A similar approach was followed with regard to the bench-
marking of cluster programs. In addition to structured face-
to-face interviews with program owners that were con-
ducted by experts of VDI/VDE Innovation + Technik GmbH,
further data was collected through an online survey and
the analysis of program documents. The benchmarking of
cluster programs focused on two dimensions covering ten

INDICATORS

indicators (see Table 2). The collected data can be used to
describe the strategy of a program in terms of its objectives,
instruments, target groups and implementation as well as in
terms of its effects (output, results and impacts). Further at-
tention was paid to the coordination of the cluster programs
with other relevant programs.

Objectives of the program

Beneficiaries

Technological and scientific focus

Program budget
Funding priorities

Instruments

Output, results and impact of the program

(e.g. in terms of R&D, business development and internationalization of cluster members)

Implementation procedures

Monitoring and evaluation

Coordination with other relevant programs

Table 2: Benchmarking of cluster programs: dimensions and indicators
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2.RESULTS OF THE BENCHMARKING OF CLUSTER MANAGEMENT

ORGANIZATIONS

In order to understand the characteristics of cluster manage-
ment organizations and their interaction with cluster actors
in more detail, more than 140 cluster management organi-
zations were benchmarked in terms of the structure of the
cluster, cluster management and cluster governance, financ-
ing, services provided by the cluster management organiza-
tion and achievements and recognition of the cluster man-
agement organizations.

This chapter presents the results of the benchmarking of clu-
ster management organizations. The comparative portfolio
is explained in chapter 2.1, while chapter 2.2 introduces the
findings of the benchmarking in terms of the general charac-
teristics of cluster management organizations and clusters.
Chapter 2.3 presents five key findings that provide furtherin-
sight into the characteristics of cluster management organi-
zations and clusters. Chapter 2.4 presents key determinants
for the impact of a cluster on business activities of cluster
members.

Key findings were made with regard to the difference be-
tween research- and industry-driven clusters, the impact of
cluster management organizations on the cluster in terms
of business and R&D activities, the effect of the technology
area on cluster characteristics and the impact of services
provided by the cluster management organization on the
development of the cluster.

2.1 COMPARATIVE PORTFOLIO

The comparative portfolio of this benchmarking project in-
cludes a total number of 143 clusters from eight countries
(see Figure 2). The majority of the clusters were located in
Germany (55 clusters), Denmark (26 clusters) and Poland (20

clusters).

Finland 10

Poland 20
Germany 55

Austra 1

Figure 2: Number of clusters per participating country

Table 3 shows the distribution of the clusters according to
technology areas:

NUMBER
TECHNOLOGY AREA OF SHARE
CLUSTERS
Aviation and space 5 35%
Biotechnology 7 4.9%
Fonstruction/build- 3 il
ing sector
Energy and environ- >3 16.1%
Food ir]dustry 1 77%
(non-biotech)
Hgalth and medical 9 63%
science
Humanities/social
sciences, medla: 15 105 %
design and service
innovation
Informat.ion.and 0 14%
communication
Mic.ro, nano and ' 16 112%
optical technologies
New r_naterials and 11 77%
chemistry
Pros:luctit.)n and 17 11.9%
engineering
Tran§|?ortation and 6 42%
mobility

Table 3: Number of clusters per technology area
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BOX 1: EXPLANATION OF FIGURES USED TO PRESENT THE RESULTS OF THE BENCHMARKING

Boxplot
A boxplot presents the minimal and maximal values as well as the median of the results. The median is a numeri-

cal value separating the higher half of a sample from the lower half. The lower quartile covers the lowest 25 per
cent and the upper quartile covers the lowest 75 per cent of the data. The difference between the upper and
lower quartiles is called the inter-quartile range. It represents 50 per cent of the data.

Lower Quartile Upper Quartile

25percent of all values 75 percent of all values

Minimum Value Interquartile range Maximum Value
50 percent of all values

A

y

Total: | \ .

all clustersinall Ly : : ; A T 4 : T T T
technology areas 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Cluster XYZ Median

Radar Chart
A radar chart is a graphical method of displaying multivariate data in the form of a two-dimensional chart of

quantitative variables represented on axes starting from the same point. In the following example the data of
the benchmarked cluster is indicated by a green line and compared to the data of the clusters in its specific tech-
nology area (orange line) and all technology areas (blue line).

Regional

100%

80%

60%

40%

International National

e Total Cluster XYZ wm Technology area




2.2 CHARACTERISTICS OF CLUSTER MANAGE

MENT ORGANIZATIONS AND THEIR CLUSTERS
This chapter provides an overview of the general characteri-
stics of cluster management organizations and their clusters
for each country. The overview includes data on

* The age of cluster management organizations,

e The size of clusters,

* The composition of their membership,

* The regional concentration of clusters and

* Financing of cluster management organizations.

2.2.1 AGE OF THE CLUSTER MANAGEMENT ORGANIZATIONS
The establishment of the majority of cluster management
organizations started in Germany and Finland already at the
end of the 1990s followed by Denmark, Norway,

Sweden, Poland and Iceland (see Figure 3).

This pattern reflects the history of cluster policy in many of
these countries. While, for example, cluster policy in Germa-
ny started in the mid-1990s resulting in a number of support
programs both from the federal and regional level, in other
countries cluster policy developed rather late at the begin-
ning of the 2000s, like in Sweden, or even later, like in Ice-
land. As the majority of benchmarked cluster management
organizations in their early phases relied heavily on public
funding there is a clear correlation between the establish-
ment and the inception of funding programs.

An interesting observation concerns the length of cluster
institutionalization processes. While the majority of clusters
in Germany were established during an eight-year period
between 1998 and 2006, and in Finland between 1999 and
2007, the length of these processes was much shorter in
other countries, e.g. in Poland just two years (2006 to 2008)
or in Sweden just one year (2005). As this pattern cannot be
explained by the influence of funding programs (e.g. through
the publishing date of call for proposals) only, it is most likely
that other dynamics such as specific developments in individ-
ual industries also had an effect on the date of establishment.
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Figure 3: Age of cluster management organizations



2.2.2 SIZE OF CLUSTERS

For the purpose of this project the size of clusters was mea-
sured in terms of numbers of members who are committed
to the work of the cluster management organization. A com-
mitted member is a member who meets at least one of the
following criteria:

* The member has signed a membership agreement, a
letter of intent or a similar form of written commitment;

* The member pays membership fee or provides financial
support for the cluster management on a regular basis
(this may also include in-kind contributions or staff
working time);

* The member contributes actively to the development of
the cluster on a regular basis, e.g. through the participa-
tion in projects, workshops or working groups.

Figure 4 presents the composition of the membership of
clusters in terms of total number of members. The total
number includes members from the following categories:
SME', Non-SME, R&D institutions, universities, training and
education providers, financial intermediaries, consultants,
governmental agencies and others. The size of a cluster does
not correlate with its business and innovation potential or its
utilization: it is the quality of the members that is important.

The size of a cluster does not necessarily depend on the size
of the national economy. Although the economies of Ger-
many and Denmark are very much different in terms of the
numbers of economic players, clusters in these two coun-
tries have a similar size. The size of clusters in Poland is quite
small given the size of the Polish economy; but clusters may
further grow in the future given the very young history of
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Figure 4: Size of clusters (total number of committed members)
13 Based on the SME definition of the European Commission (Recommendation 2003/361/EC

regarding the SME definition) this benchmarking considers a company as a SME if it has no more than

250 employees.



these clusters since the establishment of the cluster manage-
ment organization. Eventually there is of course a size limit
set by the size of the economy as it has an influence on the
number of players in economic sectors in which clusters can
develop. The large sizes of Finish clusters can be explained
by the fact the majority of the benchmarked clusters are
rather coordination bodies of smaller clusters in the same
economic field; in this particular case the funding program
“OSKE - Centre of Expertise Program’, which supports the
cluster management organizations, had a significant effect
on the size of the clusters.

2.23 COMPOSITION OF MEMBERSHIP

Figure 5 displays the typical composition of the cluster mem-
bership for each country (only with regard to the clusters
that have participated in the benchmarking project).
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Figure 5: Composition of membership (median value)

ICELAND

With the exemption of Iceland in all countries industry (SME
and Non-SME) is the dominating stakeholder. Swedish clus-
ters have the lowest share of industry (56 per cent, SME: 45
per cent) and Finnish clusters, which are dominated by SME,
the highest (93 per cent, SME: 88 per cent). The share of in-
dustry in Icelandic clusters is only 38 per cent.

The share of R&D institutions and universities is very much
different between the countries. Iceland and Germany have
the highest share (R&D institutions and universities account
for 24 respectively 13 per cent of all stakeholders), followed
by Denmark (10 per cent), Sweden (10 per cent), Norway (10
per cent), Poland (8 per cent) and Finland (3 per cent). The
composition of the membership can depend on the specific
requirements of the national cluster programs.
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2.2.4 REGIONAL CONCENTRATION OF CLUSTERS

According to the definition of Michael E. Porter “clusters
are geographic concentrations of interconnected compa-
nies and institutions in a particular field"'* The closer these
players are located to each other, the more likely is not only
interaction between them, but also the chance of mutual
trust building between them is much higher. Modern ways
of communication, particularly structured by the internet,
have made communication much easier, but nothing beats
face-to-face interaction when it comes to develop and im-
plement projects, in particular if problems have to be solved.
Personal interaction matters in this regard, as it contributes
to the building of trust between project partners, which is a
mandatory resource for successful projects.

It was therefore analyzed how dense the regional concentra-
tion of a cluster is. Figure 6 displays for each country the per-
centage of cluster members located within a distance of 150
kilometers from the office of the cluster management orga-
nization. This distance can be easily covered by car or train in
a short period of time, which facilitates personal interactions
through frequent meetings of the cluster stakeholders.

All clusters that were benchmarked show a high regional
density with a median value of at least 75 per cent. The con-
ditions for successful work in terms of the spatial proximity
of the cluster management organization to the members of
the cluster are in these cases favorable.
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Figure 6: Regional concentration of clusters

14 Michael E. Porter, 1998: Clusters and the New Economics of Competition, in: Harvard

Business Review, November/December 1998, p. 78
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2.2.5 FINANCING OF CLUSTER MANAGEMENT ORGANIZATIONS
Many cluster management organizations depend on pub-
lic funding to finance staff and other resources, such as of-
fice space and equipment (see Figure 7). Sources of public
funding can be project-based grant funding or institutional
funding, e.g. through the secondment of public servants
to the cluster management office or the provision of office
space. The sources and the share of public funding depend
very much on the clusters and their individual environments
as well on the public funding programs that support them
(if there is one). Cluster management organizations can be
funded from different regional, national and European fund-
ing programs.

The small share of public funding in Polish cluster manage-
ment organizations (median value compared to other coun-
tries) is due to the fact that many of the clusters originate
from groups of companies that have not made use of public
funding programs (yet) because they are not eligible (e.g.
they do not have a legally institutionalized cluster manage-
ment organization which is a typical eligibility criterion for
funding).
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Figure /: Share of public funds in total budget of cluster management organizations

22



The majority of cluster management organizations (77 out
of 143 cluster management organizations) depend to more
than 60 per cent on public funding. The budget of 43 cluster
management organizations (roughly one third of the com-

SHARE OF PUBLIC FUNDING IN TOTAL FUNDING

NUMBER OF CLUSTERS

parative portfolio) depends to more than 80 per cent on pub-
lic funding. Only 29 cluster management organizations de-
pend to less than 19 per cent on public funding (see Table 4).

0-19% 20-39% 40-59% 60-79% >80%

29 11 26 34 43

Table 4: Share of public funding in total funding of cluster management organizations

2.3 KEY FINDINGS

The analysis of the data that was gathered through the
benchmarking of 143 cluster management organizations
has yielded five key findings which are further detailed in
this chapter. The key findings (see Table 5) give further in-
sight into the characteristics of clusters, particularly with re-
gard to the difference between research- and industry-driv-
en clusters, the impact of cluster management organizations

on the cluster in terms of business and R&D activities, the
effect of the technology area on cluster characteristics and
the impact of services provided by the cluster management
organization on the development of the cluster. With regard
to the key findings there is no country-specific analysis as
there are no significant differences that can be explained by
country-specific variables.

KEY FINDINGS

Research-driven clusters are much more similar to industry-driven clusters than expected

Clusters with a low or high share of public funding are similar in terms of structure and governance, but different in terms of impact

The visibility and attractiveness of a cluster and the impact of the cluster management organization on SME development depends

on its size, age, institutionalization and degree of industrial orientation

The characteristics of a cluster depend on the technology field it is operating in

Clusters with a high impact on business activities of SME feature an active cluster management

Table 5: Overview of key findings

2.3.1 RESEARCH-DRIVEN CLUSTERS ARE MUCH MORE SIMI-

LARTO INDUSTRY-DRIVEN CLUSTERS THAN EXPECTED
Research-driven clusters whose objectives and activities are
set by research-actors such as research institutions or uni-
versities are much more similar to industry-driven clusters
whose agenda is set by companies than previous research
suggested.

Between these two types of clusters there are no or only mi-
nor differences in terms structural factors such as financing,
governance, legal form, regional concentration and degree
of specialization. R&D-driven clusters are a little bit smaller
in terms of numbers of members than industry-driven clus-
ters. They are also significantly younger than industry-driven
clusters (see Figure 8).
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Figure 8: Comparison of R&D- and industry-driven clusters in terms of

structural factors

Although research-driven and industry-driven clusters are
similar in terms of structural factors, they are different in
terms of output and impact (see Figure 9). While both types
of clusters are rather similar when it comes to the initiation
of successful cooperation, they are very much different when
it comes to the impact on cluster members. Industry-driven
clusters have a bigger impact on R&D activities and business
activities of SME than R&D-driven clusters have. In contrast,
the impact on R&D activities of research institutions is big-
ger in R&D-driven clusters. This implies that the specific im-
pact of a cluster on business or R&D activities of its members
depends on the agenda setter: if companies set the agenda
they benefit more, if research institutions or universities set
the agenda they benefit more.

Share of cluster

Share of clusters
having initiated many
successful co-operations
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on internationalisation 1
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Impact on business
activities of SME
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Impact on R&D
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Figure 9: Comparison of R&D- and industry-driven clusters in terms of

output and impact

Research-driven clusters show much lesser impact on busi-
ness activities of SME than industry-driven clusters, while the
difference is a little bit smaller when it comes to the impact
on R&D activities. This can be explained by the specific focus
of companies in research-driven clusters on product deve-
lopment. Companies in biotechnology clusters for example
spend a lot of efforts on the development of drugs and less
on sales and marketing because they first have to develop a
product that meets pharmaceutical or other standards be-
fore they can market it. Often less attention is therefore paid
to sales and marketing issues.

The rather similar performance of both types of clusters in
terms of theirimpact on internationalization activities of SME
can be explained by the specific nature of research-driven
clusters. Their company members often put less emphasis
on sales and marketing than on product development which
they often do in the context of international collaborations.
Again, the biotechnology sector is a very good example for
this pattern. Clusters in this area are typically research-driven
and their SME members typically either collaborate with in-
ternational partners in R&D projects or do contract research
for large pharmaceutical corporations that are headquarte-
red abroad, e.g. in Switzerland. Data from the benchmarking
backs this hypothesis, which can be developed also for other
sectors such as micro, nano and optic or energy and envi-

Share of clusters
with high appearance
in press / public

activities of SME
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ronment (for further details see chapter on the effect of the
technology domain on the performance of clusters).

Research-driven clusters appear less frequently in media

than industrial-driven clusters do. This may be attributed
to cluster-specific interests in the extent of press and media
coverage. Industry-driven clusters and their members have
a larger interest in a wide press and media coverage than re-
search-driven clusters and their members have. A wide press
and media coverage is essential for sales and marketing, thus
industry-driven clusters promote their activities, products and
services more actively. In contrast, R&D-driven clusters and
their members tend to limit their efforts to scientific journals
and are less interested in a broader “more public” press and
media coverage as they are more interested in “discussing re-
search results than in selling products”.

23.2 CLUSTERS WITH A SMALL OR HIGH SHARE OF PUBLIC
FUNDING ARE SIMILAR IN TERMS OF STRUCTURE AND
GOVERNANCE, BUT DIFFERENT IN TERMS OF IMPACT

In terms of structure and governance clusters with a small

share of public funding (private funding has a share of more

than 75 per cent in total funding of the cluster management
organization) and a high share of public funding (the share
of public funding in total funding of the cluster management
organization is higher than 75 per cent) are similar. However,
there are some differences between these two types of clus-
ters (see Figure 10).

There are more clusters with a high industrial orientation that
have a cluster management organization that is financed to
more than 75 per cent by private means.

e Clusters with a cluster management organization that
is financed to more than 75 per cent by private means
show specific characteristics of governance more often
than clusters with cluster management organizations
that are financed to a large extent by public funds. They
have more often a dedicated legal form (e.g. registered
association or limited liability), their governance struc-
ture is more often centralized and there are more cluster
management organizations that report a high clarity of
tasks and roles. Thus, clusters with a high share of pri-
vate funding tend to be more often highly institutional-
ized than clusters with a high share of public funding.
Cluster management organizations that are funded to a
large extent by private means report a financial situation
for the next three years that is less secured compared to
cluster management organizations that are funded to a
large extent by public means.
* Cluster management organizations that are funded to a
large extent by private means are often older.
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Figure 10: Characteristics of clusters with a small or a high share of
public funding

When it comes to impact of cluster management organiza-
tions, those with a high share of private funding perform bet-
ter (see Figure 11). Cluster management organizations that
depend to a large degree on private funding have a larger
impact on R&D activities of SME, R&D activities of research
institutions, business activities of SME and internationaliza-
tion activities of SME. The explanation for this pattern is quite
obvious: private financiers have a pronounced expectation
of a return of investment. Public funding organizations also
expect a return of investment, but they impose less pressure
upon beneficiaries, particularly in the case of grant funding.
It is much easier for a private financier to terminate his fi-
nancial support in case of non-performance than it is for a
program owner. Private support is normally based on a con-
tract that clearly outlines results and deliverables as well as
sanctions for non-performance. In contrast, a typical grant
program also defines results and deliverables, but lacks sanc-
tions for non-performance.
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2.3.3 THE VISIBILITY AND ATTRACTIVENESS OF A CLUSTER
AND THE IMPACT OF THE CLUSTER MANAGEMENT OR-
GANIZATION ON SME DEVELOPMENT DEPENDS ON
CERTAIN DETERMINANTS

There is a strong correlation between the age and the size
of a cluster and the impact of the work of the cluster man-
agement organization on business and R&D activities of
SME. Clusters that are five years or older and have more
than 50 members perform significantly better than younger
and smaller clusters in this regard as well as in terms of the
numbers of initiated successful co-operations and therefore
have a larger impact. This is also an indicator for the cluster’s
attractiveness and its visibility in terms of press and media
coverage (see Figure 12). Apparently, larger and matured
clusters provide a much better environment for results and
impacts as an effect of activities of a cluster management or-
ganization.

Impact on business
activities of SME

Share of clusters
having initiated many
successful co-operations

median value (%)

Share of clusters
with high appearance
in press / public

Impact on R&D
activities of SME

Less than 50 members
=== More than 50 members
Younger than 5 years

w5 years or older

Figure 12: Effect of age and size on the impact

The older and larger a cluster is, the more institutionalized
it is in terms of having a legal form (with regard to the clus-
ter management organization) and clarity of tasks and roles
(e.g. through statutes or contracts) of its institutional parts
such as the cluster management organization, a steering
committee or board and a general assembly (see Figure 13).
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Figure 13: Effect of age and size on the institutionalization of a cluster

Assuming that clusters that are governed by a cluster manage-
ment organization mature over time, it is not surprising that
they become more and more institutionalized as they learn like
any other organization that a certain set of rules is a necessary
requirement for success. The process of institutionalization be-
comes even more relevant the larger and more heterogeneous
a cluster is in terms of membership. A clear and binding set of
rules and institutions is important for building and maintain-
ing trust in large and heterogeneous groups. The larger and
more heterogeneous a group is, the more it tends to be anony-
mous and thus the more it is prone to misconduct. Institution-
alization of rules and processes counterbalances this effect and
thus contributes to a culture of trust in a cluster which facili-
tates collaboration between its members. As business and R&D
activities in a cluster require trustfully relationships between
the partners, it is not surprising that old and large institution-
alized clusters show a higher impact for example on business
and R&D activities of SME than small and young cluster do.

The increased institutionalization of rules and processes also
affects the governance structure. While in young and small
clusters with a less-developed institutional structure the clus-
ter management organization apparently acts as the hub of
the cluster and the main initiator of activities in a centralized
governance structure, the cluster management organization
in a large and older cluster still has a significant influence, but

is not any longer the main initiator of activities. The larger and
older a cluster is, the lesser its governance structure is central-
ized and collaboration between the cluster members can be
described as decentralized. In such an environment institu-
tions become more and more relevant as they provide orien-
tation for the cluster members. The successful performance of
the cluster management organization in terms of its impact
on members depends in a decentralized governance environ-
ment eventually on the existence of widely accepted institu-
tionalized roles and responsibilities.

Another interesting pattern is that the smaller clusters are,
the more they are specializing in a particular field (see Figure
13). It seems that clusters tend to be less specialized the larger
they are. In larger clusters more players are involved with a
more diversified set of interests and options for collaboration.
This translates into a more diversified development of the
technology portfolio of the cluster and - as a result - into a
lesser degree of specialization in a particular field.

The finding that size and institutionalization have an impor-
tant effect on the development of SME is confirmed by a fur-
ther analysis of structural characteristics of clusters.

Figure 14 shows that clusters that have a high impact on
business activities of SME are larger in terms of numbers of
members, have more often a legal form (respectively the clus-
ter management organization) and have more often a clear
assignment of tasks and responsibilities of their actors com-
pared to the median value of all analyzed clusters. They also
show a higher industrial orientation and higher regional con-
centration of its members.

Share of clusters
having a strategy

Share of highly

Share of clusters with

highly assured financing Numbers of

members

Private
financing rate
orientation

Share of clusters
with highly clarity
of tasks &roles

Share of cluster
members within 150 km

Share of clusters
with highly centralised
governance structure

Share of clusters having
a dedicated of legal form

Median value

=== High impact on SME
business development

Figure 14: Characteristics of clusters with a high impact on business
activities of SME

Share of clusters
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2.3.4 THE CHARACTERISTICS OF A CLUSTER DEPEND ON
THE TECHNOLOGY FIELD IT IS OPERATING IN

The characteristics of a cluster depend very much on the
technology field it is operating in. Figure 15 displays struc-
tural characteristics of clusters from six different technology
fields. The different structural characteristics reflect the char-
acteristics of their industry sectors or technology fields. For
example, biotechnology clusters are less oriented towards
industries as still today biotechnology is very much driven
by research institutions and universities. Other examples for
specific industry characteristics are the industry sectors of
energy and environment as well as micro, nano and optic.
Clusters in these industries are not highly specialized as they
work on technologies that can also be applied in various
other industries.

Impact
on internationalisation
activities of SME

Share of clusters
having initiated many
successful co-operations

Impact on business
activities of SME

Impact on R&D
activities of SME

Biotechnology & health

Production & processes

Energy and enviroment

Service and non-technical
innovations

IcT

Micro & Nano & Optic

Share of clusters
with highly clarity
of tasks &roles

Share of highly Figure 16: Impact and private funding of clusters in different technol-

specialised clusters 0gy areas

These findings demonstrate that the industry or technology
field in which a cluster operates in has an important effect
both on the structural characteristics of a cluster and the
performance of a cluster management organization. This is
an important conclusion for the development of future clus-
ter programs. In order to support clusters according to their
specific needs cluster programs have to take the specific
technology foci of clusters into account.

Share of clusters
with highly centralised
governance structure

Numbers of
members

Share of clusters
with a high Industrial

2.3.5 CLUSTERS WITH A HIGH IMPACT ON BUSINESS

orientation ACTIVITIES OF SME FEATURE AN ACTIVE CLUSTER
MANAGEMENT
= Biotechnology &health A cluster management organization can influence the develop-

ment of a cluster through the provision of targeted services for
its members (see Box 2 for an overview of services). The analysis
of the benchmarking results has demonstrated that the more ac-
tive a cluster management is in this regard, the higher its impact
on the development of business activities of cluster members
is. This was in detail analyzed for SME members by calculating a
composite indicator for business-oriented services provided by

Production & processes
Energy and enviroment

Service and non-technical
innovations

IcT

Micro & Nano & Optic

Figure 15: Structural characteristics of clusters indifferent technology
fields

There are also huge differences between clusters in different
technology areas when it comes to the impact of the work of
the cluster management organization and the share of pri-
vate funding of the cluster management organization (see
Figure 16).

the cluster management organization that was put in relation
with the impact of the work of the cluster management organi-
zation on business activities of SME.

Figure 17 displays a correlation between the spectrum and in-
tensity (in terms of frequency) of business-oriented services and
the impact of the work of the cluster management organization
on business activities of SME. The more services are provided
(see e.g. the median value), the higher the impact on business
activities of SME is.
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Figure 17: Impact of spectrum and intensity of services on business ac-
tivities of SME (1)

The analysis of this pattern for specific types of clusters pro-
vides further interesting insights into this correlation (see
Figure 18):

¢ Larger clusters with more than 50 members, clusters that
are driven by industry and clusters whose cluster man-
agement organization is largely funded by private means
(share of private funding in total budget is higher than 75
percent) feature a high spectrum and intensity of busi-
ness oriented-services and impact of the cluster manage-
ment organization’s work on the business activities of
SME. In these types of clusters the cluster management

» Significant and
sustainable impacts for a
significant number of
cluster menbers

organization is very active in developing and providing
services for SME in order to support their business activities.

Smaller clusters with less than 50 members, clusters that
are driven by R&D stakeholders and clusters whose
cluster management organization is largely funded by
public means (share of public funding in total budget is
higher than 75 per cent) feature a small spectrum and
intensity of business oriented-services and a low impact
of the cluster management organization’s work on the
business activities of SME. In these types of clusters the
cluster management organization is not very active in
developing and providing services for SME in order to
support their business activities.
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Figure 18:Impact of spectrum and intensity of services on business activities of SME (2)



Against the backdrop of the other key findings the differ-
ence can be explained by the specific nature of the different
types of clusters with regard to the source of funding of the
cluster management and the agenda setters, but also with
regard to the size:

* The more a cluster management organization depends
on private funding, the more it has to respond to the
interests of their financiers, which are mostly businesses
that have a pronounced expectation of a return of invest-
ment.

* The more cluster members are interested in making
business instead of R&D, the more they are interested in
receiving corresponding services from the cluster man-
agement. Therefore, it is not very surprising that R&D-
driven clusters, whose members are rather interested in
R&D than in sales and marketing, feature a cluster man-
agement that provides fewer services for business sup-
port because there is no or only limited demand for it.

* The size of a cluster matters in so far that the larger a
cluster is in terms of numbers of members the more the
demand for coordination activities arises from the cluster
members. The cluster management organization has to
respond to this through offering corresponding services.

* Size

* Age

*+ Governance

* Share of private funding in the total
budget of the cluster management
organization

+ Industry- or research-driven

Technology area of the cluster

2.4 KEY DETERMINANTS FOR THE IMPACT OF

A CLUSTER ON BUSINESS ACTIVITIES OF

CLUSTER MEMBERS
The results of the benchmarking suggest that several key de-
terminants matter in terms of a cluster’s impact on the busi-
ness activities of its members; this applies in particular to the
impact on business activities of SME. Structural factors such
as size, age, governance and the share of private funding in
the total budget of the cluster management organization as
well as the type of agenda setter (industry or research stake-
holders) have an effect on the spectrum and intensity of ser-
vices provided by the cluster management organization and
thus on the development of business activities of SME.

Figure 19 displays the causal relationship of structural fac-
tors and agenda setters, services and impacts: The impact of
a cluster in terms of SME business activities depends on the
spectrum and intensity of services provided by the cluster
management organization which in turn depends on specif-
ic characteristics of the structural factors and agenda setters
as displayed in the figure, which might be influenced by the
specific characteristics of the technology area the cluster is
operating in.

Figure 19: Key determinants for impact on business activities of cluster members

Although these determinants are general findings whose
relevance may depend on the individual context of a cluster,
particularly on the technology field the cluster is operating
in, they provide guidance for the development of cluster pro-
grams. From a general perspective the conclusion of the clus-
ter management organization benchmarking in this regard
is: the more matured in terms of age and institution alization,

the larger in terms of size of membership, the more industry-
driven a cluster is and the more active its cluster management
organization is in terms of spectrum and intensity of service
offer, the higher its impact on economic development is. This
is a key message for policy makers and program owners.
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BOX 2: OVERVIEW SERVICES OF CLUSTER MANAGEMENT ORGANIZATIONS

Services for clusters members that are provided by the cluster management organization are an important instrument
to develop a cluster. They provide a basis for intensifying and/or stabilizing interaction between cluster members,
reduce the time and costs spent by cluster members through high-quality standard solutions and/or allow cluster
members to focus on their core activities.” Table 6 gives a general overview of services that can be offered by a cluster
management organization to support the development of a cluster:

CATEGORIES OF SERVICES EXAMPLES OF SERVICES

Acquisition of R&D and non-R&D projects on behalf of cluster members
Distribution of information about funding programs

Organization of tasks forces/working groups
Management of projects on behalf of cluster members
Legal advice, e.g. on IPR

.

Regular meetings, get-togethers, thematic events/workshops for cluster
members
Internal newsletters, databases etc.

Participation in the development and implementation of vocational training
or study courses together with external partners such as universities
Training courses for cluster members

Recruitment of staff on behalf of cluster members

Consulting and coaching
Acquisition of financing (e.g. venture capital, banks, public funds)
on behalf of entrepreneurs

.

.

Information material, website, press releases, publications

Presentation of the cluster and its members on trade fairs or conferences
Events/workshops to present the cluster

Matchmaking/partnering events

.

Presentation of the cluster and its members on trade fairs or conferences,
networking visits, study tours

Offices or other permanent representations abroad

Cooperation with export promotion agencies

Table 6: Services of clustermanagement organizations

For further information about this topic please see Buhl, Claudia Martina/Meier zu Kdcker, Gerd (eds.), 2009: Cluster
Management Excellence, Vol. 1: Network Services, Competence Networks Germany, Berlin, www.kompetenznetze.
de/the-service/order-service/cluster-management-excellence-volume-1-network-services.

15 Sydow, Jorg/Zeichhardt, Rainer, 2009: Importance of Network Services for the Success of Networks, in: Buhl, Claudia Martina/Meier zu Kocker, Gerd (eds.), 2009: Cluster Management

Excellence, Vol. 1: Network Services, Competence Networks Germany, Berlin, p. 20




3. RESULTS OF THE BENCHMARKING OF CLUSTER PROGRAMS

In recent years cluster policies and cluster programs have
increasingly gained weight on the political agenda. As al-
ready stated in the introduction, nowadays policy makers
and program owners are no longer facing the question
whether they should establish new clusters, but the ques-
tion how they can improve the global competitiveness
of existing clusters. How can cluster programs support
the development of clusters that can compete in a global
economy? How can cluster programs contribute to cluster
management excellence as a precondition of world-class
clusters? These questions motivated policy makers and
program owners from different European countries to en-
gage in a benchmarking of cluster programs that should
facilitate mutual learning in this respect.

This chapter presents the results of the benchmarking of
cluster programs. Chapter 3.1 introduces the compara-
tive portfolio, which consists of 16 cluster programs from
nine countries. Chapter 3.2 describes the characteristics
of these programs in terms of objectives, strategic focus,
instruments, terms and financial aspects. Important key
findings from the benchmarking are presented in chap-
ter 3.3. The key findings give further insight into the dif-
ferent types of cluster programs, their relevance on the
policy agenda and their coordination with other funding

programs, support of cluster internationalization, the role
of program owners when it comes to the development of
individual clusters, the relevance of cluster management
excellence in the programs, monitoring and evaluation
practices and lessons learned by the program owners.
Chapter 3.4 outlines a perfect cluster program with regard
its overall strategic set up, target group, instruments and
implementation.

3.1 COMPARATIVE PORTFOLIO

The cluster program benchmarking covered 16 cluster
programs from Denmark, Germany, Norway, Sweden, Fin-
land, Iceland, Poland, France and Greece (see Table 7). The
programs cover a wide array of different rationales, objec-
tives and instruments, but have the development of clus-
ters through the support of cluster management organiza-
tions in common.
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COUNTRY NAME OF PROGRAM INTERNET

Innovation Networks Denmark (Innovationsnetvaerk Denmark) ~ www.innovationsnetvaerk.dk

Competence Networks Germany (Initiative Kompetenznetze

Deutschland) www.kompetenznetze.de

Clusterpolitische Gesamtstrategie der Freien und Hansestadt
Hamburg (Cluster Policy Strategy of the Free and Hanseatic www.bwa.hamburg.de
City of Hamburg)

Cluster Offensive Bayern (Bavarian Cluster Initiative) www.cluster-bayern.de

Zentrales Innovationsprogramm Mittelstand - Férdermodul
Netzwerkprojekte (ZIM NEMO) (Central Innovation Program www.zim-bmwi.de/netzwerkprojekte
SME - Funding Module Network Projects)

Norwegian Centres of Expertise (NCE) www.nce.no

Arena Program (Arena-programmet) www.arena-programmet.no

Vinnvaxt www.vinnova.se/en/activities/vinnvaxt
Regional Cluster Program (Regionalt klusterprogram) www.tillvaxtverket.se

Centre of Expertise Program (OSKE, Osaamiskeskusohjelma) www.oske.net

Strategic Centres for Science, Technology and Innovation

tekes.fi
(SHOK, Strategisen huippuosaamisen keskittymat) wwteres
Strategic Research Program for Centres of Excellence and Re-
search Clusters (The Icelandic Centre for Research (Rannsdék- WWWw.rannis.is
namidstod Islands))
Regional Growth Agreements (Vaxtarsamningur) www.vaxtarsamningur.is
Polish Cluster Support Schemes: Support for the development
of Supra-Regional Clusters and Cluster Creation in Eastern www.parp.gov.pl
Poland
Grappe d'enterprises www.territoires.gouv.fr/grappes-denterprises

Corallia Cluster Initiative ,Semiconductor-Nano/Microelec- .

K K B www.corallia.org
tronics-Embedded Systems in Greece

Table 7: Overview of cluster programs

For a detailed overview of each program in terms of rationales, objectives, instruments and results please see the appendix
to this report: “Description of Cluster Programs”.
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3.2 CHARACTERISTICS OF CLUSTER PROGRAMS

This chapter provides a tabular overview of the different
programs in terms of

* Overall objectives of the cluster programs

e Strategic Focus: Creation of new clusters or support of
existing clusters?

* Strategic objectives of cluster programs in terms of
numbers of clusters to be supported etc.

* Strategic approach: top-down or bottom-up

* Instruments of cluster programs

e Term of cluster programs and financial aspects

NAME OF THE PROGRAM

3.2.1 OVERALL OBJECTIVES OF THE CLUSTER PROGRAMS
The cluster programs that have participated in the bench-
marking feature a diverse set of overall objectives (see

Table 8). Common to all programs is their rationale of incre-
asing the competitiveness of the national economy through
the facilitation of collaboration between companies and re-
search stakeholders. Most of the programs have a national
perspective, while a few focus on the promotion of regional
systems of innovation. The diverse set of overall objectives
also reflects different types of cluster programs, each of
them serving a specific purpose (for further details on this
see chapter “3.3.1 Different Types of Cluster Programs Serve
Different Purposes”).

OVERALL OBJECTIVES

To strengthen innovation and research in Danish companies

and thereby promote knowledge-based growth in business

and industry

To strengthen public-private interaction and knowledge sharing
and development of research and innovation between knowledge
institutions and companies

To facilitate intensive networking between industry and
science to increase the innovation capacity and international
competitiveness of German industry

To increase international visibility of the clusters and by this
market Germany as an international innovation hub

To facilitate growth by generating and reinforcing
cooperation-based innovation and internationalization
processes within clusters with clear ambitions and
substantial national and international growth potential

To strengthen the capability of regional business environments
for innovation and value creation by intensifying alliances
between business environments, educational institutions

and the public sector

To promote sustainable growth in regions by developing
competitive research and innovation environments within
specific growth fields

Strengthening of regional systems of innovation through the
support of cluster initiatives that are looking to strengthen
their renewal capacity and competitiveness by means of
commercial collaboration, cluster expansion and networking

To create new innovations, products, services, companies and
jobs based on top-class expertise

To support inter-regional specialization and division of duties

in order to create internationally competitive centres of expertise
To increase the attraction of regional innovation environments

in order to lure international companies, investments and

leading experts to the region



Table 8: Overall objectives of the cluster programs

3.2.2 STRATEGIC FOCUS: ESTABLISHMENT OF NEW
CLUSTERS OR SUPPORT OF MATURED CLUSTERS

Most programs support both the establishment of new cluster
management organizations and the further development of al-
ready existing matured cluster management organizations (see
Table 9). Only afew programs concentrate either on the establish-
ment of new cluster organizations or the further development of
already existing matured cluster organizations. These programs
- including the German programs “Competence Networks Ger-
many” and “Cluster Offensive Bayern’; the Norwegian programs
“Norwegian Centres of Expertise” and “Arena” and the Icelandic
program “Strategic Research Program for Centres of Excellence
and Research Clusters”- have a dedicated strategic orientation to-
wards either setting up cluster management organizations from
scratch or towards the promotion of particular industries that are
already cluster-driven to improve the global competitiveness of
industry sectors that are relevant for the national economy.

To establish international Strategic Centres of Excellence in STI
in key competence areas with regard to future needs of the
business sector and society. The centres are expected to

renew industry clusters and to create radical innovations

Increased competitiveness of the Polish economy through the
support of the establishment and development of clusters at
the national and regional level

To support the global competitiveness of the Bavarian economy
Medium and long term support of economic growth and employment

To promote innovation and strengthen the competitiveness of
regions through networking and cluster co-operation among firms,
R&D institutions, universities, municipalities and the government

Toreinforce science and technology research, encourage
successful collaboration between different parties nationally,
as well as internationally and actuate value creation and
investment in research and innovation in the economy

Development of business clusters in economic sectors with
weak R&D activity

Development of the Greek semiconductor-nano/microelec-
tronics-embedded systems sector by utilizing and supporting
a clustering framework

Development of innovation capacities and competitiveness of
SME through the support of innovation networks

Although such a clear focus on such a single specific objective
is certainly an advantage for a cluster program as it supports
the concentration of resources on the specific needs of clusters,
programs that both establish new cluster organizations and
further develop already existing matured cluster organizations
do not have to be necessarily ineffective or inefficient. In their
case it depends ultimately on how well developed the strategy
and the set of instruments are and if they are applied in a way
that ensures the addressing of the needs of both target groups.
However, due to the different needs of young and matured
cluster organizations it is most likely that more efforts by the
program owners have to be made in terms of coordination.
This may have a negative effect on the efficiency and effective-
ness of a cluster program, if it is not equipped with sufficient re-
sources, particular in terms of numbers and experience of staff.



NAME OF THE PROGRAM ESTABLISHMENT OF
NEW CLUSTER OR-
GANIZATIONS

Innovation Networks Denmark
Competence Networks Germany

SHOK - Strategic Centres for Science, Tech-
nology and Innovation

Strategic Research Program for Centres of
Excellence and Research Clusters

Grappe d’enterprises

Corallia - Hellenic Technology Clusters Initia-
tive (Aid Measure for Microelectronics and
Embed-ded Systems)

Zentrales Innovationsprogramm Mittelstand
- Netzwerkprojekte (ZIM NEMO)

Table 9: Strategic Focus: Creation of new or support of existing cluster management organizations?

FURTHER DEVELOPMENT
OF ALREADY EXISTING
MATURED CLUSTER
ORGANIZATIONS
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3.2.3 STRATEGIC OBJECTIVES IN TERMS OF NUMBERS OF
CLUSTERS ETC.

Most programs do not have particular strategic objectives in

terms of numbers of clusters that are funded, restrictions on

thematic areas and coverage of the most important business

sectors (see Table 10).

If there are such strategic objectives then they are motivated
by the interest in a consolidated cluster landscape (e.g. in
the case of Innovation Networks Denmark it was decided to
limit the number of nationwide clusters) or in the concen-
tration of efforts on the most important business sectors of
the economy (e.g. Innovation Networks Denmark, the Nor-
wegian Centres of Expertise program or the Cluster Policy
Strategy of the Free and Hanseatic City of Hamburg).

If a decision was taken to limit the number of clusters per
thematic area it was motivated by concentrating efforts on
specific clusters to increase the efficiency and effectiveness
of the program and to increase the critical mass, the impact
and the quality of the individual cluster organizations. To
varying degrees this motivation has also informed the de-
cisions of program owners who have decided for strategic
limitations with regard to the total number of cluster that
should be supported.

With regard to the limitation of numbers of clusters per the-
matic area some program owners pointed out that one has
to balance between the interest in concentrating resources
for the benefit of efficiency and effectiveness and the poten-
tial economic benefits that result from competition between
clusters in the same thematic area.

When looking at the overall cluster policy of the country
and the program in particular is there a strategy/objective
with regard to cluster landscape in terms of ...

NAME OF THE PROGRAM

... the total
number of
clusters?

Yes

No

Yes

No

No

No

Yes

No

No

... limitations
in numbers per
thematic area?

... of covering the
most important
business sectors of
the economy?

Yes Yes
No No
No Yes
No Yes
No No
No No
Yes Yes
No No
No No
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No

No

No

No

No

n.a.

No

Yes No
Yes Yes
No No
No No
No No
n.a. n.a.
No No

Table 10: Strategic objectives of cluster programs in terms of numbers of clusters to be supported etc.

With regard to the strategic decision whether there should
be a limit of the number of clusters per thematic area the
discussion of this pattern with some of the program owners
put a very interesting question on the table. According to
Porter “[c]lusters promote competition and cooperation. Ri-
vals compete intensively to win and retain customers. Wit-
hout vigorous competition, a cluster will fail"'¢ Porter’s argu-
ment is focusing on competition between companies within
the cluster. Why should not there be also competition bet-
ween the cluster management organizations when they ap-
ply for public support? Competition for limited public funds
due to the decision of the program agency to support only
one cluster management organization in the thematic area
of XYZ puts pressure on cluster management organizations
to focus their efforts on areas and activities where they can
create the most benefits for their cluster members. A wider
spectrum and a higher frequency of services for the cluster
members which in turn trigger economic activities e.g. of
SME (see chapter 2.3.5 for further details about the link bet-
ween services and impact) would be one of the results of
such a competition. Although there are certainly restrictions
for such an approach - e.g. in larger countries it can make
economic sense to have several clusters in a specific thema-
ticarea due to the regional concentrations of relevant cluster
stakeholders -, limiting public means to a few eventual be-
neficiaries would definitely encourage cluster management

16 Based on the SME definition of the European Commission (Recommendation 2003/361/EC
regarding the SME  definition) this benchmarking considers a company as a SME

if it has no more than 250 employees.

organizations to think about how they can be better than
their competitors. Competition is always good to encourage
rethinking whether one is taking the right decisions.

3.2.4 TOP-DOWN OR BOTTOM-UP

Bottom-up is the approach of program implementation fa-
vored by the majority of the program owners (see Table 11).
Although setting the legal frame of the program through fun-
ding guidelines, most programs take only general decisions
in terms of which sectors or projects should be developed by
cluster management organizations. In this regard the imple-
mentation of the program is left to the cluster management
organization. Program owners agreed on the opinion that
cluster management organizations and their affiliated mem-
bers know best which projects they should focus on to create
value or which organizational models they should follow to
ensure efficiency and effectiveness of operations.

In cases where program owners answered that they follow
both a top-down and a bottom-up approach bottom-up im-
plementation was clearly the dominating program rationale.
In these cases the top-down element was motivated either
because program owners had specific requirements with re-
gard to the structure of the project consortium or they em-
phasized their interest in interfering in cluster operations e.g.
to motivate mergers with other clusters or a strategic re-ori-
entation.



There is only one cluster program, the “Cluster Offensive Bay-
ern’, which follows a dedicated top-down approach. Both the
industry areas in which clusters are supported as well as the
organizations that are responsible for the development of the
cluster were chosen by the ministry prior to the start of the
program. However, in terms of their operations the cluster
organizations act without interference from the supervising
Ministry of Economic Affairs, Infrastructure, Transport and
Technology.

NAME OF THE PROGRAM

Table 11: Strategic approach: top-down or bottom-up

TOP-DOWN

3.2.5 INSTRUMENTATION

Grant funding is the main instrument of nearly all cluster
programs, while technical assistance for capacity develment
of cluster management organizations and its members is ap-
plied by only half of the programs (see Table 12). All program
owners agreed that the provision of funding is not sufficient
to develop cluster management organizations that are ca-
pable to drive the sustainable development of a cluster.
However, not all program owners provide technical assis-
tance for capacity development (e.g. through trainings and
consultancy services) that goes beyond internet platforms

BOTTOM-UP

X X
n.a. n.a.
X
X
X X
X
X
X X
X
X
X X
X
X
X
X X
X




and regular meetings between program owners and clus-
ter managers. “Competence Networks Germany” is the only
program that provides no grant funding, but only technical
assistance for cluster management organizations through
different workshops, working groups, benchmarking, match-
making but also individual services.

In most cases where programs provide technical assistance
this was done right from the start of the program being a part
of the program strategy. Programs that do not provide tech-
nical assistance are either considering this (e.g. the Icelandic

NAME OF THE PROGRAM

Strategic Research Program for Centres of Excellence and Re-
search Clusters) or have to rely on other institutions that are
not directly affiliated with the program (e.g. the French pro-
gram Grappe d'enterprises).

The extent to which technical assistance can be provided de-
pends on the resources available to the programs. While Com-
petence Networks Germany can rely on more than 15 people
to organize trainings and workshops, other programs have
smaller resources available which in turn results into a less fre-
quent and rather small-scale provision of technical assistance.

TECHNICAL ASSISTANCE (E.G. PROVISION OF

TRAINING AND CONSULTANCY SERVICES)

Table 12: Instruments of cluster programs

X X
X

X X

X X

X X

X X

X

X

X X

X X

X

X

X

X

X n.a
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3.2.6 TECHNICAL DETAILS: TERM AND FINANCIAL ASPECTS  are also quite diverse with regard to their technical details.

OF CLUSTER PROGRAMS Programs very much differ in terms of the maximum amount
Table 13 provides an overview for each cluster program of funding for a project and the duration of funding. Only
about its term, budget, type of funding, technology focus, a few programs support cluster initiatives to 100 per cent,
funding periods, maximum funding and financing structure  most programs co-fund initiatives to 50 or 75 per cent of the
of projects. Like in terms of their objectives cluster programs  total project budget.

INNOVATION
NETWORKS
DENMARK

COMPETENCE
NETWORKS
GERMANY

NORWEGIAN
CENTRES OF
EXPERTISE

ARENA PRO-
GRAM

VINNVAXT

Year of inception:
2005, no date of
termination

EUR 10 million p.a.

Grant funding and
technical assis-
tance

Up to four years
(but can be extend-
ed after a positive
evaluation)

No

Max. 50 % national
government
co-financing

Since 1997

EUR 1 million p.a.

Only the manage-
ment agency is
funded to provide
technical assis-
tance. No funding of
individual clusters.

No

n.a.

n.a.

n.a.

Table 13: Term of cluster programs and financial aspects!/
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[N

Year of inception:
2006, no termina-
tion date

EUR 8.3 million p.a.

Grant funding and
technical assis-
tance

Ten years.

Max. EUR 770.500
p.a.

50% funding from
the NCE program

Year of inception:
2002, no date of
termination yet

EUR 5 million p.a.

Grant funding and
technical assis-
tance

No

Up to five years.

Max. EUR 300,000
p.a.

Max. 50% funding
from the program

funding programs from different ministries and governance levels. For an introduction to the Cluster Policy Strategy please see the appendix of this report.

2002-2015

EUR 8.8 million
(SEK 79 million)

Grant funding and
technical assistance

No

Tenyears

Max. EUR 1.1 million p.a.

Max. 50% funding from

the program

The Cluster Policy Strategy of the Free and Hanseatic City does not feature in this overview as it is no funding program in the narrow sense. It incorporates a wide array of different




REGIONAL
CLUSTER
PROGRAM

2005-2010

EUR 6.8 million

Grant funding and
technical assistance

No

Three years plus an
extension of two
years.

EUR 150,000 p.a.

Max. 50 % funding
from the program

OSKE -
CENTRES OF
EXPERTISE
PROGRAM

2007-2013

Grant funding

No

One year

EUR 140,000

Max. 50% from the
OSKE program

SHOK -
STRATEGIC
CENTRES
FOR SCIENCE,

TECHNOLOGY
AND INNOVA-
TION

Since 2006

EUR 180 million p.a

Grant funding and
loans

Yes

Five years

There is no maxi-
mum amount.

Up to 75% con-
tribution from the
SHOK program for
the establishment
of the centres and
research carried
out by them.

POLISH CLUSTER SUPPORT

INNOVATIVE
ECONOMY
OPERATIONAL
PROGRAM,
MEASURE 5.1
“SUPPORT
OF THE DE-
VELOPMENT
OF SUPRA-
REGIONAL
CLUSTERS”

2007-2013

EUR 104 million

Grant funding

No

Thereisno
maximum funding
period.

EUR 5 million

Up to 100% funding
from the program

OPERATIONAL
PROGRAM DE-
VELOPMENT OF
EASTERN POLAND
2007-2013, PRIOR-
ITY 1.4 “PROMOTION
AND COOPERATION”
WITH MEASURE 1.4
“COOPERATION -
CLUSTER CREATION
AND DEVELOPMENT”

2009-2015

EUR 11 million

Grant funding

No

There is no maximum
funding period.

There is no maximum
amount.

Up to 75% funding from
the program.
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REGIONAL
GROWTH
AGREE-
MENTS

(VAXTARS-
AMNIN-
GUR)

2010-2013
(current period)

EUR 3.8 million

Grant funding

No

There is no
maximum
funding period.

There is no
maximum

amount of
funding.

Max. 50 %
funding from
the program

STRATE-
GICRE-
SEARCH
PROGRAM
FOR CEN-
TRES OF
EXCEL-
LENCE AND
RESEARCH
CLUSTERS

2009-2015

EUR 6.8 million

Grant funding

No

Seven years

EUR 3.4 million

Max. 25% fund-
ing from the
program

GRAPPE
ENTER-
PRISES

2009, no
date of ter-
mination

EUR 24 million

Grant funding

No

Three years

EUR 500,000

Max. 25%
funding from
the program

ZENTRALES
INNOVATION-
SPROGRAMM
MITTELSTAND
- NETZWERK-
PROJEKTE
(ZIM NEMO)

2008-2013

EUR 52.2 million

Grant funding

No

Four years

EUR 350,000

In the initial phase
the project canbe
co-funded with up to
90% of eligible costs
to develop anetwork
concept, but the
share of public fund-
ing will be decreased
inthree steps inthe
course of the project
duration when the
network concept is
implemented (70%
=>50% =>30%).

CLUSTER
OFFENSIVE
BAYERN

Since 2006

EUR 7 million p.a.

Grant fundingand
technical assistance

No

Thereis no
maximum funding
period.

There is no maxi-
mum amount.

Max. 75 % funding
from the program,
share will be
decreased in the
course of imple-
mentation as clus-
ters are expected
to increase the
share of private
co-financing in the
course of time

CORALLIA-
HELLENIC
TECHNOLOGY
CLUSTERS
INITIATIVE
(AID MEA-
SURE FOR
MICROELEC-
TRONICS AND
EMBEDDED
SYSTEMS)

2008-2013

EUR 33 million

Grant funding

Yes

There is no maxi-
mum funding
period.

There is no maxi-
mum amount.

Max. 75 % funding
from the program



3.3 KEY FINDINGS
The benchmarking of cluster programs has yielded seven
key findings which are further detailed in this chapter (see

Table 14). The key findings provide further insight in the spe-
cific characteristics of the different cluster programs and give
guidance for the future development of cluster programs.

KEY FINDINGS

1. Different types of cluster programs serve different purposes
2. Most cluster programs feature high on the government’s agenda
3. Coordination with other funding programs shows room for improvement

Internationalization of clusters is considered to be important, but the relevance of supporting internationalization of clusters varies

+ between the different programs

5. Program owners take over a more active role towards developing individual clusters
6. Cluster Management Excellence has become more and more important in recent years
7. Monitoring and evaluation is important, but difficult

Table 14: Overview of key findings

3.3.1 DIFFERENT TYPES OF CLUSTER PROGRAMS SERVE
DIFFERENT PURPOSES

There are four principle types of cluster programs. Of course,
there are overlaps between the different types and a pro-
gram can feature elements that are also typical of a different
type of program. However, the analysis of the objectives and
strategies of the different cluster program reveals the follow-
ing main types of cluster programs:

1) Cluster programs that focus on regional economic
development:

All programs that fit into this category aim at the promotion
of regional growth through the development of business-
driven clusters that are internationally competitive. Com-
mon to all these programs is a focus on specific regions

that are geographically limited. There are different ways of
setting such a limit: programs may set their geographical
limit in terms of administrative borders (e.g. in Germany the
cluster programs of the federal states) or they define regions
from an economic geography perspective, e.g. by referring
to “functional regions”'® that do not have to be congruent
with administrative regions and their borders. In this context
the rationale of developing regional systems of innovation'

18 Afunctional region is a territorial unit resulting from the organisation of social and economic
relations in that its boundaries do not reflect geographical particularities or historical events. It is thus
a functional sub-division of territories. The most typical concept used in defining a functional region
is that of labour markets (OECD, 2002: Redefining Territories. The Functional Regions, p. 11).

19 There is no commonly accepted definition of a regional system of innovation. Common to all under-
standings is a set of interacting public and private interests, formal institutions and other organizations that
function according to organizational and institutional arrangements and relationships conducive to the gen-
eration, use and dissemination of knowledge. This set of actors produces pervasive and systemic effects that
encourage companies within the region to develop specific forms for capital that is derived from social rela-
tions, norms, values and interaction within the community in order to reinforce regional innovative capability
and compettiveness (Doloreux, David/Parto, Saaed, 2004: Regional Innovation Systems: A Critical Review, p.

9, United Nations University INTECH - Institute for New Technologies Discussion Paper Series, Maastricht).

is explicitly stressed by some programs (the Swedish Vin-
nvaxt and Regional Cluster Program of Tillvaxtverket).

1) Cluster programs that focus on the development

of national industries

Characteristic of this type of cluster program is the objec-
tive of developing business-driven clusters that represent
national industries that are internationally competitive. This
type of program supports already developed regional sys-
tems of innovation in their efforts to utilize their potential
for further national and international growth. The national
cluster champions are targeted by this kind of programs.
Often rooted in a regional economic development rationale
the programs go beyond the regional dimension as they try
to overcome regional lock-in effects by promoting national
and international collaboration with other clusters.

1ll) Cluster programs that focus on the commercial
exploitation of the R&D potential of a country’s economy
The third type of cluster programs is characterized by a
focus on the establishment of clusters or centres of excel-
lence that are either driven mainly by research actors or
are aimed at bridging gaps between the research and the
business sectors. Although this type of program shares the
objective of promoting economic growth with the other
types of cluster programs, it is different as it puts more em-
phasis on the development of the research sector in terms
of the commercialization of its R&D results.

IV) Network programs to support the competitive
ness of national industries
This type of program is not a cluster program in the narrow
sense as it promotes the establishment of industry-driven
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R&D networks that need not necessarily be rooted in region-
al environments, but can be organized nationwide. However,
a network created through this kind of program may form
the nucleus of a cluster.

The programs that have participated in the policy benchmar-
king can be structured according to the different categories
of programs as follows:

TYPE OF CLUSTER PROGRAM NAME AND COUNTRY OF CLUSTER PROGRAM

Cluster Offensive Bayern (Germany)

Cluster Strategy of Hamburg (Germany)

Vinnvéxt (Sweden)

Regional Cluster Program of Tillvéxtverket (Sweden)

Arena (Norway)

Polish Cluster Support (Poland)
Regional Growth Agreements (Vaxtarsamningur) (Iceland)

Innovation Networks Denmark

OSKE - Centre of Expertise Program (Finland)
Competence Networks Germany

Norwegian Centres of Expertise (Norway)

Corallia - Hellenic Technology Cluster Initiative (Greece)
Polish Cluster Support (Poland)

Grappe d'enterprises (France)

Strategic Research Program for Centres of Excellence and Research Clusters (Ice-

land)

Strategic Centres of Excellence (SHOK) (Finland)

Zentrales Innovationsprogramm Mittelstand - Netzwerkprojekte (ZIM-NEMO)

(Germany)

Table 15: Different categories of cluster programs

Norway and Germany, but also France are good examp-
les of how different types of cluster programs with their
corresponding purposes are linked with each other:

* According to the program strategies the Norwegian
Arena program can act as a qualifying arena for the
Norwegian Centres of Expertise program for regional
clusters with a development potential which have not yet
developed sophisticated cooperative and strategy funda
mentals.

* Many clusters that are member of Competence Networks
Germany are supported by different regional cluster pro-
grams of the Federal States in Germany. Furthermore,
many members of Competence Networks Germany are
also funded by other programs of the Federal Govern-

ment such as the Zentrales Innovationsprogramm Mittel-
stand (ZIM) of the Federal Ministry of Economics and
Technology (BMWi).?° Some clusters of Competence Net-
works Germany are also part of the Spitzencluster-Wettbe-
werb of the Federal Ministry of Education and Research; a
program which supports leading research-driven clusters in
Germany.?' This program setting, which consists of a wide
array of programs both from the federal and the regional
level, complements technical assistance for cluster develop-

20 The Zentrale Innovationsprogramm Mittelstand (ZIM) (Central Innovation Program SME) of
the Federal Ministry of Economics and Technology supports innovation activities through

three sub-programs: 1) Support of collaborative projects (ZIM-KOOP), 2) Support of individu

al projects of SME (ZIM-Solo) and 3) Support of network projects (ZIM-NEMO). For further

details on the ZIM program please see www.zim-bmwi.de. For further information about the third
sub-program, Support of network projects (ZIM-NEMO), please see also the appendix to this report.
21 Four out of the ten current Spitzencluster are member of Kompetenznetze Deutschland. For
more information about the Spitzencluster-Wettbewerb (Leading-edge cluster competition) please

see www.bmbf.de/en/10726.php.
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ment through Competence Networks Germany with grant
funding from other programs.

* Clusters that are members of Innovation Networks
Denmark can also participate in other innovation support
programs. There are several projects of cluster members
which are financed by the Danish innovation consortium
scheme, which is a scheme similar to the German Zentrales
Innovationsprogramm Mittelstand (ZIM) — Netzwerkprojekte
(ZIM-NEMO) program. Some clusters of the Innovation Net-
works Denmark initiative also participate in the three large
Danish Strategic Platforms for Research and Innovation (the
Danish SPIR Clusters).

* The French program Grappe d’enterprises was set up to
bridge the gap between the program Péle de compétitivité
that supports R&D-driven cluster development and the busi-
ness sector through the establishment of business-driven
Grappe d'enterprises-clusters with links to Pole de compé-
titivité-clusters.

Such linkages can create synergy effects through complementa-
ry objectives and funding lines, but in terms of overall efficiency
and effectiveness as well as less bureaucracy special coordinati-
on efforts on behalf of the program agencies may be required.
33.2 MOSTCLUSTER PROGRAMS FEATURE HIGH ON THE
GOVERNMENT'’S AGENDA

Asked how important their program features in the overall na-
tional or regional policy context®? 9 out of 15 program officials
assessed its relevance as important or very important in relation
to the overall economic/industrial development strategy (see
Figure 20). Programs were rated high in terms of importance
if they were either embedded in an overall national strategy
or do matter in terms of their budget. Being embedded in an
overall national or regional strategy seems to be a key factor
for the relevance of a cluster program as program officials who
have ranked their programs as either medium relevant or not
relevant explained their assessment with the absence of such a
strategy. Some program officials explained the low or medium
relevance by referring to small program budgets.

Against this backdrop the importance of a cluster program has
to be understood - in the context of this analysis — in terms of
being embedded in an overall policy strategy and availability
of a significant budget. Low relevance should not be under-
stood as‘“cluster programs do not matter from the government’s
point of view". All cluster programs that were benchmarked in
this project matter from the government’s point of view and are

22 The majority of the programs that were benchmarked in this project are programs that were

initiated or are implemented by national agencies or government departments. Exemptions from
this rule include the German federal state programs Cluster Offensive Bayern and Clusterstrategie

Hamburg.

considered as being important from an economic policy point
of view.

The two Swedish programs are a very good example for this: The
Regional Cluster Program of Tillvaxtverket was set up to coordi-
nate the regional strategies for cluster development, innovation
and sustainable growth. A similar finding is valid for the Swedish
Vinnvaxt program that was set up to promote sustainable de-
velopment in regions by developing internationally competitive
research and innovation environments within specific growth
fields.

However, a small budget as in the case of the Vinnvéxt program
and Regional Cluster Program, the Icelandic Strategic Research
Program for Centres of Excellence and Research Clusters or the
Bavarian Cluster Offensive sets limits in terms of numbers and
size of clusters that can be supported and thus in terms of im-
pact on economic development; or as one of the interviewees
put it:“You are not able to move mountains with a small budget
in your cluster program.

IND
4
GR NCE
3,5 /
FR 3 ARENA
VAX coB
POL ZIM NEMO
SHOK HH
OKSE VINNVAXT
RCP
IND: Innovation Networks Denmark (DK) RCP: Regional Cluster Program (SE)
NCE: Norwegian Centres of Expertise (N) OSKE: Centres of Expertise Program (FIN)
ARENA: ARENA (N) SHOK: Strategic Centres for Science,
KOM: Initiative Kompetenznetze Technology and Innovation (FIN)
Deutschland (D) POL: Polish Cluster Support
COB: Cluster Offensive Bayern (D) VAX: Vaxtarsamningur (IS)
ZIMNEMO: Zentrales Innovationsprogramm RANNIS:  The Icelandic of Research (IS)

Mit-telstand — Netzwerkprojekte (D) FR:
HH: Clusterstrategie Hamburg (D) GR:
VINNVAXT: Vinnvaxt (SE)

Grappe d'enterprises (F)
Corallia - Hellenic Technology
Clusters Initiative (GR)

Figure 20: How important is the cluster program inrelation to the over-

all national or regional economic/industrial development strategy?



3.3.3 COORDINATION WITH OTHER FUNDING
PROGRAMS SHOWS ROOM FOR IMPROVEMENT

High relevance of the cluster program does not necessarily trans-
late into a good coordination with other funding programs that
could provide additional support for the development of clusters
through funding of business, R&D and infrastructure (including
educational infrastructure) projects. Cluster programs seem to be
much better coordinated with other national R&D programs than
with business and infrastructure programs (see Figure 21-24).

Although the specific national policy context and the speci-
fic objectives of the cluster programs have to be kept in mind
when analyzing the coordination with other programs in more
detail®®, further attention should be paid in future analysis to this
finding, as a well-coordinated framework of funding programs
can be expected to increase the efficiency and effectiveness
of public support measures. With a cluster support program at
the core, additional individual R&D/innovation, business deve-
lopment and infrastructure programs can address the specific
needs of the different actors within a cluster. In this regard stra-
tegies, instruments, time frames and target groups of programs
should be coordinated and efforts should be made to limit ad-
ministrative burdens for applicants as much as possible.

IND

GR NCE

ARENA

RANNIS KOM
VAX coB
POL ZIM NEMO
VINNVAXT

SHOK

OSKE

RCP

mssmm  Coordination with business development programs

Relevance in relation to the overall economic/industrial development

Relevance:
0 = Not important at all
==>4 =very important

Coordination:
0 = weak ==> 4 = strong

Figure 21: Coordination of cluster programs with other national busi-

ness development programs

23 To give two examples: A program such as the Regional Cluster Program of Tillvaxtverket that
focuses pre-dominantly on business-driven regional economic development might not necessarily
have to be well coordinated with R&D support programs. In the design of e.g. the VINNVAXT-program
the coordination with other national and regional programs promoting innovation and growth was
intended to take place in the implementation of the program and not in the process of program for-
mulation. Thus, the evaluation of the applications favored cluster initiatives with strong connections
to other national initiatives, for instance centres of excellence or other types of R&D or business de-
velopment funding. The cluster initiatives are also expected to co-ordinate their activities with other

national or regional initiatives. This explains the low score for VINNVAXT in the figures.

IND
GR

NCE

ARENA

RANNIS

KOM
VAX CcoB
POL ZIM NEMO
VINNVAXT

OSKE RCP

Coordination with infrastructure programs

Relevance in relation to the overall economic/industrial
development startegy

Relevance:
0 = Not important at all
==>4 =very important

Coordination:
0 =weak ==> 4 = strong

Figure 22: Coordination of cluster programs with national infrastruc-

ture programs (e.g. support of universities and other educational insti-

tutions)
IND
GR NCE
ARENA
RANNIS KOM
VAX coB
POL ZIMNEMO
VINNVAXT

RCP

OSKE

s Coordination with R&D/innovation programs

Relevance in relation to the overall economic/industrial
development startegy

Relevance:
0= Not important at all
==>4 =very important

Coordination:
0 =weak ==> 4 = strong

Figure 23: Coordination of cluster programs with other national R&D/

innovation support programs
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3.3.4 INTERNATIONALIZATION OF CLUSTERS IS CONSID
ERED TO BE IMPORTANT, BUT THE RELEVANCE OF SUP
PORTING INTERNATIONALIZATION OF CLUSTERS VAR
IES BETWEEN THE DIFFERENT PROGRAMS

All program owners consider internationalization of clusters

as an important objective of cluster programs. International

competitiveness of clusters is considered to be a key element
of maintaining and further developing the competitiveness
of the country’s economy in the global context. From the
survey it can concluded that all program owners agree on
the importance of internationalized clusters which has to be
facilitated through support instruments that meet the needs

of the clusters. Consequently, this is reflected by program
guidelines and evaluation criteria for project proposals.
However, the programs differ in terms of actual relevance of
internationalization support and instruments that are used
to facilitate internationalization of clusters.

Table 16 provides an overview of the self-assessment given
by program officials in terms of the relevance attached to the
support of international activities. They were asked to indi-
cate on a scale from 0 to 4 how prominent the support of
internationalization features in their program:

RELEVANCE NAME OF THE PROGRAM

Norwegian Centres of Expertise

Polish Cluster Support

Grappe d'enterprises (France)

Cluster Offensive Bayern (Bavarian Cluster Initiative)

Competence Networks Germany

Strahgic Centres for Science, Technology and Innovation (Finland)

Innovation Networks Denmark

Vinnvéxt (Sweden)

Regional Cluster Program of Tillvéxtverket (Sweden)
ARENA (Norway)
OSKE - Centre of Expertise Program (Finland)

Strategic Research Program for Centres of Excellence and Research Clusters (Ice-

land)

Regional Growth Agreements (Vaxtarsamningur) (Iceland)

ZIMNEMO - Zentrales Innovationsprogramm Mittelstand - Netzwerkprojekte

Table 16: Relevance of the support of international activities of clusters




Table 17 gives an overview of the instruments that are used by the programs to support international activities of clusters:

INSTRUMENTS TO SUPPORT INTERNATIONALIZATION ACTIVITIES
OF CLUSTERS

Support
through
making export promo-
and study tion agencies
trips or other of-
fices abroad

Coopera-
tion with
other
funding
initiatives

Name of the Match-

program
Training

X X X
X X X
X X X X
X X X
X X X X
X X
X X
X
X
X X
X

N.B.: Not all cluster programs have provided information on the instruments in detail.ww

Table 1/: Instruments that are used to support international activities of clusters
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Programs that attach high relevance to internationalization
activities of clusters typically follow a dedicated strategic
international outlook in terms of their program objectives
and instruments; although, due to e.g. the short period a
program has been existing for now not in all cases this has
translated in a huge number of corresponding activities yet.

Two examples of program that have attached a high prior-
ity on internationalization activities from the very beginning
are the Norwegian Centres of Expertise and Competence
Networks Germany:

* Based on an international strategy the Norwegian Centres
of Expertise program, for example, is directed towards re-
gional clusters with an international growth potential. The
focus of support is on adding value to innovation and inter-
nationalization in the business sector. NCE clusters receive
regular support with internationalization activities through
services provided by the program management agency In-
novation Norway.

Likewise Competence Networks Germany is based on an
international strategy: The program shall support the global
marketing of the“Innovation Hub Germany” (Innovations-
standort Deutschland) through networking between indus-
try and research to develop internationally visible clusters.
The program does not provide grant funding to cluster
managements, but supports the exchange of experiences
between clusters and the development of cluster manage-
ment services and strategies through technical assistance
offered by a dedicated management agency. With regard
to the support of cluster internationalization this includes
specific workshops and working groups (e.g. just recently in
April 2011 a workshop on collaboration with partners from
emerging economies was organized), but also networking
events with clusters from other countries; e.g. in October
2010 Competence Networks Germany and the Norwegian
Centres of Expertise program hosted a joint workshop on
internationalization activities for clusters from the two pro-
grams. The program also cooperates with other funding
initiatives that are supporting internationalization of com-
panies, e.g. with the Energy Efficiency Export Initiative of the
Federal Ministry of Economics and Technology.

These two examples reflect a commonality of all programs
that attach high relevance to internationalization activities
of clusters: the existence of a set of instruments to support
international activities. Specific workshops and events are
typical, but in some cases programs also make budgets for
travel expenses of the cluster management, event organiza-
tion and consultancy services available. Innovation Networks
Denmark, the Cluster Offensive Bayern and the Polish cluster
support are examples of programs that feature such instru-

ments to different extents. In addition to program specific
instruments such as workshops the Norwegian Centres of
Expertise program and the Cluster Offensive Bayern network
their clusters with the foreign trade agencies of their country
respectively federal state to support the establishment and
development of relationships to international counterparts
of the clusters. This approach is also followed by programs
that attach medium relevance to internationalization acti-
vities such as the Norwegian ARENA program, the Swedish
Regional Cluster Program of Tillvaxtverket and the Finnish
OSKE program.

The reasons why program officials attach medium relevan-
ce to internationalization activities are diverse. In some ca-
ses the medium relevance is due to the young age of the
program (e.g. Strategic Research Program for Centres of Ex-
cellence and Research Clusters and OSKE), but program of-
ficials indicated that relevance will increase in the future. In
other cases such as ARENA, Vinnvaxt and Tillvaxtverket the
overall objective of the programs is to set up firstly regional
clusters respectively to create regional systems of innovation
which later then should develop into clusters that are inter-
nationally competitive. Also in those cases program officials
indicated that internationalization activities are already be-
coming more important. However, the currently available
set of support instruments appears to be smaller and less
frequently implemented in contrast to programs that attach
high relevance to international activities of clusters.

A similar finding can be stated for the program Innovation
Networks Denmark. In the past internationalization activities
of clusters have not played an important role in calls for pro-
posals, but in 2010 it was decided by the government that
the program should support internationalization through
international collaboration projects, increased participa-
tion in EU’s Seventh Framework Program (FP 7) and other
international programs and collaboration with clusters and
networks from other countries. This included also the alloca-
tion of money for internationalization activities of Innovati-
on Networks clusters. With the establishment of NETMATCH
in Denmark in the same year there is now also a dedicated
agency in place that supports internationalization activities
of program beneficiaries. NETMATCH is also partner in the
European Enterprise Network.

The importance of tailor-made internationalization support
for clusters through cluster programs is corroborated by the
findings of a recent survey of international activities of clu-
sters.?* The survey analyzed clusters from different European
countries including clusters that are supported in the pro-

24 Meier zu Kocker, Gerd/Miiller, Lysann/Zombori, Zita, 2011: European Clusters Go Interna-

tional. Networks and Clusters as Instruments for the Initiation of International Business Cooperation



grams Competence Networks Germany, Norwegian Centres
of Expertise, ARENA and Vinnvaxt. The study confirmed that
international activities of cluster managements translate in
an increased international visibility of the clusters. The study
also highlights that good cluster management can overco-
me the barriers of internationalization (e.g. lack of financing
or capacity); particularly, if an internationalization strategy
exists for the cluster and is implemented by the cluster ma-
nagement. By being guided through an internationalization
strategy cluster managers are able to implement successful
activities for the cluster members. In turn this increases the
willingness of companies and other stakeholders such as
research institutions or government bodies to engage fi-
nancially in international cluster activities. The development
of international competences of cluster managements and
members of the cluster is therefore an important task that
should be at the heart of cluster programs if they want to
support the internationalization of their clusters. There is a
wide set of instruments available, but it is not the financial
assistance for projects that matters in the first place, but
rather the availability of technical assistance, e.g. in the form
of workshops and trainings to support strategy develop-
ment and competencies such as language or cross-cultural
competencies.

The successful internationalization of clusters does not de-
pend only on a professional and capable cluster manage-
ment and on support from cluster programs. The legal fra-
mework of a country, both the home country of the cluster
and its “target country”, may also create barriers for interna-
tionalization. This applies in particular to areas such as tax
legislation, labor law, immigration law and company law.
Administrative burdens, e.g. in the case of the registration of
a company, are also often barriers that are frequently men-
tioned by cluster managers.

3.3.5 PROGRAM OWNERS TAKE OVER A MORE ACTIVE ROLE
TOWARDS DEVELOPING INDIVIDUAL CLUSTERS

The majority of the interviewed program owners confirmed
that individual professional support of cluster managements
through tailor-made services has gained more importance in
recent years. Many program owners were - as a key element
of their strategic approach to cluster development - from
the very beginning of the program pro-active in terms of
dialogue with clusters, specific criteria for support, provision
of best practice and expert consulting. This includes in parti-
cular the Swedish programs Vinnvaxt and Tillvéxtverket, the
Norwegian programs Norwegian Centres of Expertise and
ARENA, the German Initiative Competence Networks and
the Polish cluster support scheme. In the case of the other
programs program owners were also aware of the need of
pro-active involvement, but did not put that much empha-

size on it because it did not feature that high in terms of the
strategy of the program. However, these program owners
have become more actively involved in individual cluster de-
velopment in the recent past respectively they plan to do so.
There was no program owner who argued that there is no
need for an active role in the development of individual clu-
sters, but some argued that more attention should be paid
to this in the context of future program and policy strategies.

The different programs have different sets of instruments
available to influence the development of individual clusters:

* Regular meetings with clusters (both joint meetings with
all clusters and bilateral meetings between clusters and
program owners) and workshops are instruments that are
frequently used by most program owners (e.g. Vinnvaxt,
the Regional Cluster Program of Tillvaxtverket, Norwegian
Centres of Expertise and ARENA, Cluster Offensive Bayern,
Competence Networks Germany and Innovation Networks
Denmark).
In addition to these instruments the Norwegian programs
NCE and ARENA also offer specific toolboxes for cluster man-
agers in order to support cluster development. In the context
of the Innovation Network Denmark program NETMATCH is
currently developing similar toolboxes for cluster managers.
Prior to the NGPExcellence cluster benchmarking project
benchmarking of clusters to facilitate cluster development
has been used by only two programs: the Polish cluster sup-
port scheme and Competence Networks Germany.
* Competence Networks Germany also offers a wide array
of different working groups and seminars for cluster man-
agers. They cover topics such as sustainable financing,
innovation management, quality management, IPR, inter-
nationalization, communication and services. In this regard
the program Competence Networks Germany is out of the
ordinary compared to other cluster programs as it does not
provide funding to cluster managements, but only tailor-
made services to facilitate individual cluster development.
With the establishment of NETMATCH in 2010 the program
Innovation Networks Denmark has set up a similar support
organization. In France the association “France Clusters”
offers similar services to clusters that are supported through
the Grappe d'enterprises program, but the services are also
available to other clusters.

Several program owners highlighted that cluster managers
have to trust the program owners, otherwise the chances of
having an influence on the development of individual clus-
ters are limited. Cluster managers have to consider program
owners as partners for development and vice versa. The
transparent offer of services and the transparent implemen-
tation of instruments are important for trust building.



The rationale behind a more active, dialogue and guiding
role of program owners in individual cluster development
can be summarized as follows: cluster support is no longer
about the mere establishment of clusters in the first place,
but about developing excellent clusters that are internation-
ally competitive and that have an impact on the national
economy.

In this regard an active involvement in the development of
individual clusters has two principal dimensions:

* First, program owners are interested in improving the
management performance of the cluster organization and;

* Second, program owners want to guide clusters in terms
of their thematic and strategic focusing.

With regard to the latter cross-fertilization of clusters (brin-
ging together clusters with complementary expertise) is also
an important rationale for an increased pro-active role of
program owners. However, yet the actual cross-fertilization
efforts in the different programs are not based on detailed
strategic parameters informed for example through a tech-
nological outlook of the program owners. Workshops, net-
working events and cluster manager fora, regular meetings
of clusters with the program agency and in some cases de-
dicated calls for proposals and small funds (e.g. the French
program Grappe d'enterprises, the Finnish OSKE — Centres
of Expertise Program and the Swedish Regional Cluster Pro-
gram of Tillvaxtverket) are typical instruments to facilitate
inter-cluster cooperation for the benefit of cross-fertilization.

3.3.6 CLUSTER MANAGEMENT EXCELLENCE HAS BECOME
MORE AND MORE IMPORTANT IN RECENT YEARS
Closely related to the interest of program owners in playing
a more active role towards developing individual clusters is
the increased relevance that is attached by program owners
towards cluster management excellence. As already indica-
ted in the previous key finding: Cluster support is not about
the mere establishment of clusters in the first place, but
about developing excellent clusters that are internationally
competitive and that have an impact on the national eco-

nomy.

Therefore, the majority of program owners argued to focus
programs on cluster excellence instead of “numbers of clu-
sters”. Only clusters with a high potential of development
and high performance should be supported. From the point
of view of some program officials this requires at the same
time continuous support of the cluster organization to assist
them with quality assurance.

In this context program owners play an important role in the

development of cluster management excellence as the sur-
vey revealed:

* Targeted, need-focused services such as related work
shops and seminars, benchmarking as well as a continuous
strategic dialogue with cluster organizations to question
and further develop strategies and activities are important
elements in this regard as most of the interviewed program
owners indicated.

Labeling of excellent cluster organizations was also
referred to by several program officials as an instrument
to promote cluster management excellence. But only a
few programs are involved in developing such cluster
excellence labels: Competence Networks Germany and
Innovation Norway (as the program management agen
cy of the Norwegian Centres of Expertise and ARENA
programs) participate in the European Cluster Excellence
Initiative to develop a meaningful set of quality indica
tors and peer-assessment procedures for cluster manage
ment. The intention is to develop training materials and
to set up an approach for quality labeling of cluster
management.?

Financial support of cluster organizations should depend
on their performance was often mentioned by program offi-
cials. Only excellent clusters should receive financial support
and program owners should not hesitate to stop funding if
cluster organizations do not live up to the agreed objectives.
The Norwegian, Swedish and Danish programs are good ex-
amples how this idea can be put into practice: although they
commit grant funding for a certain period of years, funding is
provided by a series of installments (stage-funding). Prior to
installments beneficiaries have to prove through an evalua-
tion that they perform according to the grant agreement. If
they do not perform, the program owner is entitled to stop
funding.

Thus, the support of cluster management excellence through
program owners has two dimensions: on the one hand they
should support cluster organizations through the provision
of services targeting cluster management excellence and on
the other hand they should also execute pressure on cluster
managements to motivate them to strive for cluster man-
agement excellence.

3.3.7 MONITORING AND EVALUATION IS

IMPORTANT, BUT DIFFICULT
Almost all programs have evaluation instruments and pro-
cesses in place, both with regard to the evaluation of the pro-
gram itself and the supported cluster initiatives. All program

25 For further information on the European Cluster Excellence Initiative please see
www.cluster-excellence.eu; for specific information about the cluster management quality

label please see www.cluster-excellence.eu/quality.html.




officials consider evaluations as useful tools to improve the
governance of a program and its effectiveness and efficien-
cy. In this context many program officials consider formative
evaluations as more useful than ex-post evaluations as they
provide relevant information in the course of the program
implementation which can be used for “real-time” improve-
ments of the program. In contrast to this, ex-post evaluations
are considered to be of more use while planning a new pro-
gram or analyzing long-term effects of the support.

The Innovation Network Denmark program and its pro-
gram authority, the Danish Agency for Science, Technology
and Innovation, is a very good example for using annual
performance statistics and econometric impact studies for
monitoring and evaluation purposes. Since 2006 the annual
performance of the clusters that are supported through the
program is measured through quantitative data, e.g. indica-
tors on number of new services or products, number of par-
ticipating companies and research institutions, number of
collaboration projects, usage of services (e.g. matchmaking)
offered by the cluster managements, etc.?® The results of the
annual performance assessment is not only used to monitor
the program performance from a general angle, but also to
identify specific weaknesses of the clusters which are then
addressed by targeted measures developed by the program
management (e.g. training courses or matchmaking acti-
vities). In 2011 the Danish Agency for Science, Technology
and Innovation published an impact analysis of the program
for the first time. This econometric analysis, which covered
1,225 companies participating in the supported clusters,
proved - just to give one example of the results - that the
participation of a company in a cluster increases its capacity
to innovate significantly within a short period of time (com-
pared to companies that do not participate in a cluster).”

All  programs, except the French program Grappe
d'enterprises for which indicators are currently developed,
have an indicator system in place to measure the perfor-
mance of the program in terms of output, results and impact.
The indicator systems differ between the programs in terms
of the numbers of indicators that are used as well as in terms
of comprehensiveness of the indicator set. There is no one-
and-only indicator system that is characteristic for a cluster
program as indicators always depend on the objectives of a
specific program. Thus, which indicators are used and how
they are measured depends on the individual program.

While in principle the measurement of outputs and results of
a cluster program is not difficult, it is challenging to measure

26 Danish Agency for Science, Technology and Innovation, 2011: Innovation Network Denmark.

Performance Accounts 2011, Innovation: Analyse og evaluierung 08/2011
27 Danish Agency for Science, Technology and Innovation, 2011: The Impacts of Cluster Policy

in Denmark. An Impact Study on Behavior and Economic Effects of Innovation Network Denmark

the economic impact of a program. This applies both to the
impact of the supported cluster initiatives - e.g. in terms of
the cluster’s total R&D budget generated by all its members
or the number of innovations that are an effect of the cluster
initiatives’ activities - and the overall impact of the cluster
support on the national economy. The challenge of measu-
ring impacts lies in the complexity of the huge array of va-
riables that decide on the actual effect of funding. Economic
impacts can be measured e.g. through econometric impact
analysis, but one has to be clear about the limitations: First,
economic impacts of support programs can be measured
only after a certain period of time. Normally the economic
impact of activities can be measured after 5-7 years depen-
ding on the number of participating enterprises in the clu-
ster with concrete registered activities. In other cases the
economic impact using econometric impact analysis must
wait longer and very probably sometimes until the program
is already terminated. The results can in the latter case be
used to verify the economic impact of the program, but not
be used to redefine the strategy of the program.

Second, due to the complexity of impact measurement a lot
of different information has to be collected from the benefi-
ciaries of the program. As surveys and interviews always re-
quire involvement of the beneficiaries in terms of resources
one has to balance the cognitive interest in economic im-
pacts of a program with the interest in reducing the burden
for the beneficiaries that results from such comprehensive
analysis. In this context, Denmark may serve as an interna-
tional best-practice example for measuring economic im-
pacts of public support by utilizing central civil and business
registration systems to collect relevant information for such
analysis. Although this reduces the burden for companies
and organization involved in the analysis, it cannot fully re-
place specific surveys and other types of evaluations as tho-
se databases do not contain all data in detail that is usually
required for the analysis or evaluation of a certain program.

Many program officials experienced in the course of the
program implementation that there is always room for im-
provement when it comes to monitoring and evaluation of
a program and of cluster initiatives. Although most of them
were satisfied with their approach and instruments they
indicated that they are in a continuous search for a system
that balances the interest in obtaining program governance-
related information with the interest in keeping the burdens
for beneficiaries that derive from the participation in moni-
toring and evaluation as low as possible. However, none of
them had a text-book-solution for the best system available.

Benchmarking of cluster programs and cluster initiatives
was frequently indicated by program officials as a very good



tool to support the further development of funding schemes
and activities of beneficiaries. Benchmarking provides stan-
dards for performance assessment and thus helps to identify
potential for improvements and best practice through the
comparison with peers. Benchmarking is an ideal supple-
ment to a formative evaluation and is less resource intensive
than a fully-fledged evaluation exercise.

Benchmarking has been used by Competence Networks Ger-
many already since 2008 to support cluster organizations in
their development. This approach, which formed the foun-
dation of the cluster benchmarking exercise in the context
of the NGPExcellence project, has over the years developed
into a widely respected benchmarking standard in Europe.

Benchmarking of cluster programs is a very important tool
to facilitate cross-border learning in the European Union. In-
creased collaboration between policy makers on this topic
can contribute to the further development of innovation
and cluster policies in the European Union and thus con-
tribute to the maintenance and further development of the
global competitive position of the European Union and its
Member States.

3.4 LESSONS LEARNED AND THE IMPACT ON
PROGRAM DEVELOPMENT

Program officials were asked to report the three key lessons
that they have learned since the inception of their program.
Although lessons learned are always program-specific as the
national policy and economic context and the age of the
program matter, one can nonetheless identify some general
key lessons learned that apply to all programs. Those key les-
sons learned can be differentiated into key lessons that have
been learned in terms of the program strategy (see Table 18)
and into key lessons that have been learned in terms of in-
struments (see Table 19).

KEY LESSONS LEARNED WITH REGARD TO THE PROGRAM STRATEGY

Long-term support is key when clusters should be set up sustainably

The cluster program should be embedded in a regional and/or national cluster policy respectively economic development strategy.

Funding schemes should be flexible in order to be able to adjust support to changing economic environments smoothly and quickly.

Clusters have different characteristics depending on their context (e.g. history of origin, emerging vs. traditional industries). This

requires different support mechanisms.

Funding of clusters should depend on their performance.

Table 18: Lessons learned with regard to the program strategy




KEY LESSONS LEARNED WITH REGARD TO THE INSTRUMENTATION OF THE PROGRAM

Mutual exchange between cluster managements and networks of cluster managers should be supported through adequate instru-
ments.

Cluster managements should get support for the development of value-adding services that can be offered to the cluster mem-

bers.

Cluster managements should get support with the development of cluster strategies.

Long-term commitment among the cluster members should be supported.

Internationalization of clusters should be part of the cluster strategy and be supported by the program owner.

Evaluation and monitoring is crucial for the success of the cluster program. Measuring economic and other types of impacts is

very difficult, but should be pursued.

Other funding instruments than grants should be also used to support cluster development; e.g. technical assistance or capital

investments in organizations.

Quality labeling of cluster organizations should feature as an integral part of cluster programs

Table 19: Lessons learned with regard to the instrumentation of the program

The majority of program officials reported in the survey that
they have already translated their corresponding lessons
learned into adaptations of their programs. This concerned
in particular

* The implementation of new support tools and measures;

* An increased attention towards cluster management
excellence, e.g. through a more pro-active engagement
with cluster managements by means of dialogue or
benchmarking exercises;

¢ Consolidation of the supported “cluster landscape” and
reduction of funding rates for cluster managements.

Most cluster programs will continue in the next years with-
out significant changes. In some cases parliamentary elec-
tions and on-going or upcoming elections may have an im-
pact on the program configuration.

3.5 MAINELEMENTS OF A PERFECT CLUSTER
PROGRAM

The European Cluster Policy Group recommended three
core principles with respect to the role of cluster programs
in the overall policy mix and the nature of cluster programs.
While the third principle called for the deliverance of cluster
programs in an integrated policy framework that features a
clear assignment of roles and responsibilities both for the
European Commission and the EU Member States, the two
other principles address the relevance that cluster programs
should have in the overall policy context and the target

group of cluster programs.

Further to the European Cluster Policy Group “cluster pro-
grams need to be integrated into the broader context of
economic policy, in particular with efforts to improve fra-
mework conditions. Stronger framework conditions support
the emergence and growth of clusters, and thus increase the
returns from cluster programs. [...] Cluster programs are not
a substitute to upgrading framework conditions, but a com-
plement that delivers its full value only if structural reforms
are pursued in parallel”?® The European Cluster Policy Group
also concluded that “cluster programs will have the high-
est return, if they target at clusters that show the strongest
ability and willingness to renew and upgrade. [...] The EU
and the Member States need to reorient their cluster pro-
grams away from capacity building and compensating for
poor economic performance. Instead, they need to move
towards identifying those clusters and cluster-based activi-
ties where government engagement will create the largest
improvements”.?

Asked how a perfect cluster program should look like
from their personal perspective program officials respon-
ded with a comprehensive catalogue of ideas that are
in line with the recommendations of the European Clu-
ster Policy Group. Summarized in four broader categories
(overall strategic set up, target group, instruments and

28 European Cluster Policy Group, 2010: Final Recommendations - A Call for Policy Action, p. 5
29 Ibid., p. 6



implementation) the following principle outline of a per-
fect cluster program can be developed from the responses:

A. With regard to the overall strategic set up a cluster pro-
gram should be based on eight key principles:

1.The program should be aligned with overall ecnomic and
innovation policy priorities.

2. A cluster program should have a long-term perspective of
atleast 5 years and be based on the long-term commitment
of relevant political stakeholders.

3. Clusters should be utilized to develop economic sectors
that are relevant for the future development of the national
economy. The support of emerging industries, but also the
utilization of clusters to address specific challenges in ma-
tured industry sectors was mentioned as a rationale.

4.The development of a cluster program should follow a
bottom-up approach to accommodate the development
needs of industry.

5. Knowledge-based growth and commercialization of R&D
results has to be the primary focus of a cluster program.

6. Internationalization of clusters should be an integral part
of the program strategy in order to support the global com-
petitiveness of the national economy.

7. Support should focus on cluster excellence and depend on
the performance of the cluster.

8. ldeally, there should be just one cluster program: Less is
more - fewer programs would translate into less coordina-
tion and in turn into increased efficiency and effectiveness,
which is of particular importance in times of tight public
budgets.

B.The target group of a cluster program should be the
national cluster champions and in particular the cluster ma-
nagement organizations.

C.When it comes to the instruments of a cluster program it
was stated that direct financial support through grants is not
sufficient to promote the development of excellent clusters.
Clusters, in particular cluster management organizations, re-
quire also hands-on support through capacity development.
Workshops, seminars, tool boxes and networking between
clusters (both to exchange best practice and to promote
cross-fertilization) that are tailor-made to the needs of clu-
ster management organizations are important instruments

to facilitate the development of world-class organizations
capable of taking their cluster members further in the global
competition. Instruments such as labeling and benchmar-
king are also considered by program officials as important
tools to support cluster development. Support should al-
ways go in hand with a review of the cluster performance.

D. The nature of implementation of a cluster program has
an impact on the performance of clusters. Five key aspects
should be considered when setting up a cluster program:

1. Program officials indicated that a program has to be smart
and simple in order to avoid administrative burdens for
cluster organizations that may have an impact on the perfor-
mance of their daily operations.

2. Program requirements and processes should not only be
less bureaucratic, but also flexible enough to respond quickly
to changing economic and technological environments in
which clusters are operating.

3. Program implementation should be supported by a
knowledge-based support infrastructure including the pro-
gram agency and specialized partners such as universities
and consultants in order to assist clusters with their specific
needs in an adequate manner.

4. From the very beginning the program should be based
on clear targets that can be measured through a purposeful
indicator system that provides information that is relevant
to the implementation processes. However, many program
officials indicated that this is one of the bigger challenges
when setting up a program.

5.The implementation of a program should be accompanied
by a formative evaluation which provides recommendations
for program adaptation on a continuous basis. Most of the
program officials did not consider an ex-post evaluation as
useful to improve the performance of a program because
the results are only available after the termination of the
program and therefore can only be used to develop new
programs.



This outline of an ideal cluster program reflects the interest
of program officials to take cluster support programs to the
next level. Clear ideas — which are in line with the recommen-
dations of the European Cluster Policy Group - are on the ta-
ble and have been already realized in some of the programs.

The benchmarking of the different cluster programs re-
vealed many starting points for learning from each other.
Just to give a couple of examples:

«  The Norwegian Centres of Expertise Program and the
Swedish Vinnvaxt program are good examples of how
to combine a long-term support perspective with per-
formance-based funding;

«  With its “Early-Stage Innovation Systems” subprogram
of 2008 Vinnvaxt also provides best practice on how to
support embryonic innovation systems from which new
industries can emerge;

«  Competence Networks Germany is a best-practice ex-
ample of a program that provides a comprehensive set
of tailor-made services for cluster management deve-
lopment instead of funding;

«  The Polish cluster support scheme as well as the Danish,
Norwegian and Swedish programs provide examples
how grant funding for the establishment of cluster ma-
nagement organizations is coordinated with a range of
technical assistance instruments such as training for clu-
ster managers and benchmarking exercises.

Which of those ideas can be implemented in the different
countries depends on the national policy context. However,
as there was a broad consensus of the program owners with
regard to the above described elements of a perfect cluster
programs the chances of implementation are promising.



4. POLICY RECOMMENDATIONS

Clusters are individuals who need individual support for su-
stainable growth and enhanced competitiveness in order to
become world-class clusters that maintain and extend the
global competitiveness of the European Union’s economy —
that is the most important conclusion from the benchmar-
king of 143 cluster management organizations from Austria,
Denmark, Finland, Germany, Iceland, Norway, Poland and
Sweden.

Support of cluster development by means of cluster pro-
grams should therefore be more than just providing grants
for office and staff funding of cluster management organi-
zations. It is also about providing tailor-made technical as-
sistance for cluster management organizations in order to
support their efforts with the provision of needs-driven and
value-adding products and services for the cluster mem-
bers. And it is also about developing favorable framework
conditions in which clusters can flourish through the coor-
dination of cluster policies and programs with other relevant
policy areas and programs. Last, but not least: cluster pro-
grams should focus on the support of cluster management
excellence. Only cluster management organizations that are
excellently managed can develop and offer the support to
cluster members that they need to maintain and to extend
their global competitiveness.

The results of the benchmarking of 16 cluster programs
from Denmark, Finland, France, Germany, Greece, Iceland,
Norway, Poland and Sweden demonstrate that there are
many good cluster programs in the Member States of the
European Union. All these programs support the above
briefly sketched objectives forward looking cluster programs
should have. However, there is room for improvement. In or-
der to improve their effectiveness and efficiency these pro-
grams can both learn from each other from the results of the
cluster program benchmarking and from the results of the
cluster benchmarking. Certainly, these results provide also
inspiration for many other cluster programs that have not
participated in the NGPExcellence project.

The following eight policy recommendations are based on
the findings of the cluster and cluster program benchmar-
king. They provide guidance for future developments of clu-
ster programs and shall contribute to the evolution of out-
standing “world class” clusters that are driven by excellent
cluster management organizations:

1. Improve coordination of cluster programs and other
relevant funding programs. Ideally there should be
only a limited number of coordinated cluster programs
that target different types of clusters. With a limited
number of cluster programs that support the establish-

ment of cluster management organizations at the core of
an overall cluster development strategy additional individ-
ual R&D/innovation, business development and infrastruc-
ture (e.g. in the educational sector) programs can address
the specific needs of the different actors within a cluster. In
this regard program strategies, instruments, time frames
and target groups of programs should be coordinated and
efforts should be made to limit administrative burdens for
applicants as much as possible. Programs should also be
aligned with policies that pursue an improvement of the
framework conditions which have an impact on the devel-
opment of a cluster (e.g. educational or labor policies).

2. Tailor-made assistance for clusters should have a high
relevance in the program strategy. The economic im-
pact of a cluster depends not only on its size and matu-
rity. It is also the technology domain of the cluster that
matters in terms of the structure, the governance and
the performance of a cluster. Cluster programs therefore
should take the different framework conditions of in-
dustries and technology domains into account through
assistance that is tailor-made according to the specific
needs of a cluster.

3. Programs should put emphasis on cluster management
excellence. Cluster support is not about the mere esta-
blishment of clusters, but about developing excellently ma-
naged clusters that are internationally competitive and that
have an impact on the national economy. Thus, cluster sup-
port should focus on cluster excellence and depend on the
performance of the cluster. Apart from grant funding of clu-
ster organisations it is very important that the support also
focus on targeted, need-focused services such as relevant
workshops and seminars, benchmarking as well as a con-
tinuous strategic dialogue to question and further develop
strategies and activities. Labeling of excellent cluster ma-
nagements is another important aspect in this context; not
only because it creates more visibility for a cluster, but also
because it encourages cluster managements to provide ex-
cellentmanagementin order to earn and preserve the label.

4, Cluster programs should develop world-class clusters
in industry sectors that are internationally competi-
tive. Without limiting the attention to the development
of clusters for the purpose of regional economic develop-
ment, there should also be programs that support the de-
velopment of clusters that are internationally competitive.
The support should focus on those industries in which
a country’s economy shows pronounced comparative
advantages on the global market. Cluster management
excellence should be a key priority of such programs.




5.

6.

7.

Long-term, but flexible support of clusters is re-
quired. In order to meet the specific development
conditions of clusters support should be provided on a
long-term basis of five to ten years. Furthermore, pro-
gram requirements and processes should not only be
less bureaucratic, but also flexible enough to respond
quickly to changing economic and technology environ-
ments in which clusters are operating in.

Monitoring and evaluation of the results and im-
pacts of a program is important and should be done
in a smart and purposeful manner. From the very be-
ginning the program should be based on clear targets
that can be measured through a purposeful set of indi-
cators that provides information relevant to the imple-
mentation processes. The implementation of a program
should be accompanied by a formative evaluation which
provides recommendations for program adaptation on
a continuous basis. It is important that there is a balance
between the cognitive interest of program owners and
policy makers and the burdens for beneficiaries that re-
sult from monitoring and evaluation.

Technical assistance instruments are important for
the promotion of international activities of clusters.
Although public financial support is certainly useful to
support international projects of cluster management
organizations and/or cluster members, there is also a
need for availability of technical assistance e.g. through
workshops and trainings to support strategy develop-
ment and competencies such as language or cross-
cultural skills. Further support in this regard can be also
provided through national export promotion agencies.

Different industry sectors need different support for
internationalization activities. There are huge differ-
ences between industry sectors when it comes to the
effect of the work of cluster managements on interna-
tional activities of SME. The promotion of cluster man-
agement activities for internationalizing the cluster
should therefore take the specific framework conditions
of industry sectors into account. Corresponding instru-
ments should be developed by program owners to pro-
vide need-based support for cluster managements.
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1. INTRODUCTION

The benchmarking of cluster programs in the context of the
project “NGPExcellence — Cluster Excellence in the Nordic
Countries, Germany and Poland” covered 16 programs from
Denmark, Germany, Norway, Sweden, Finland, Iceland, Po-
land, France and Greece. While different in terms of rationa-
les, objectives and instruments all these programs have the
support of clusters through the establishment and/or deve-
lopment of cluster management organizations in common.

General characteristics of these programs and key findings
from the benchmarking are presented in chapter “3. Results
of the Benchmarking of Cluster Programs” of this report. The
appendix gives a more detailed overview of each program
in terms of

* Objectives and rationale;
» Target group;

* Term of the program, financial aspects
and application procedure;

* Instruments;
* Results and impact;
* Monitoring and evaluation system;

¢ Context.

The information was collected through an online survey for
program officials (in November-December 2010), telephone
interviews with program officials (March-April 2011) and the
analysis of program guidelines and evaluation reports that
were provided by program officials.
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2.OVERVIEW OF CLUSTER PROGRAMS

2.1 DENMARK

2.1.1 INNOVATIONSNETVARK DANMARK
(INNOVATION NETWORKS DENMARK)

Innovationsnetvaerk Denmark
(Innovation Networks Denmark)

Denmark

Danish Agency for Science, Technol-
ogy and Innovation (DASTI)

Thomas Alslev Christensen, PhD
Head of Division

Bredgade 40

DK-1260 Copenhagen
Tel.:+4533929373

Email: tac@fi.de

www.innovationsnetvaerk.dk

2.1.1.1 Objectives and Rationale of the Program
Innovation Networks are a key instrument in supporting
private sector research and development activities in order
to ensure that Danish companies and public institutions
are among the most innovative in the world. In this context
Innovation Networks serve two overall objectives:

* To strengthen innovation and research in Danish
companies, and thereby promote knowledge-based
growth in business and industry.

* To strengthen public-private interaction and know-
ledge sharing and development of research and inno-
vation between knowledge institutions and companies.

In order to meet these overall objectives the following
operational objectives have to be fulfilled by Innovation
Networks:

* Establishing environments for knowledge development
and knowledge sharing between companies, knowledge
institutions and other relevant players, which can strengthen
innovation and growth in areas that show commercial
growth and development potential.

¢ Establishing effective matchmaker functions that can
serve as an easy way for companies to gain access to re-
search and knowledge in a specific professional area from a
range of existing knowledge institutions.

* Creating permanent cooperation between companies
and knowledge institutions and any other relevant partners

(for example in the public sector) in order to increase the use
of research-based knowledge in business and industry.

* To a greater extent coordinating and designing the
knowledge institutions’research and education in line
with the needs of business and industry.

* Bringing relevant knowledge from abroad to Denmark.

2.1.1.2 Target Group of the Program
There are two primary target groups for innovation net-
works:

* Companies within the network'’s focus area, especially
small and medium-sized enterprises.

* Research and knowledge institutions and technological
intermediaries that operate within the network’s focus-
area. Vocational university colleges and other educa
tional establishments will also be able to join networks.

The secondary target group is national or regional business
promotion players, the regional authorities, municipalities,
industry organizations, professional organizations, etc. that
can contribute to supporting the development in the prima-
ry target group.

Itis up to each innovation network to define the exact target
group for the network. The target group must have critical
mass in terms of the number of companies.



2.1.1.3 Term of the Program, Financial Aspects and Application Procedure

2.1.1.4 Instruments

Beside grant funding that is intended for the establishment
and management of the Innovation Network and to carry
out network activities the Danish Agency for Science, Tech-
nology and Innovation has set up a dedicated agency, NET-
MATCH that is expected to support the further development
of the individual Innovation Networks.

Year of inception: 2005, no date of termination

EUR 10 million p.a.

Grant funding and technical assistance

No

Yes, once every fourth year. Calls do not have a specific thematic
focus.

Yes

* Innovation Networks may receive funding for up to four years.
Funding is granted initially for two years. Funding for further
two years depends on a positive evaluation.

 After four years an Innovation Network can apply for the continu-
ation of funding from the program; but this will be in competition
with other Innovation Networks or proposals from new applicants.

No

* Max. 50 % national government co-financing
(Innovation Network Denmark)

* Min. 40% private sector co-financing

 Other co-financing, e.g. from other public sources
(local, regional or EV)

* Impact on industry sector and companies
* SME focus/SME participation in activities
» Knowledge and/or technology transfer
 Budget (incl. share of private co-financing)
* Structure and members of consortia

The grant funding is provided for

* The establishment and management of a secretariat of
the Innovation Network. Activities that can be supported
in this context include i.a. preparation of strategies and
analysis within the focus area of the network, networking
activities and public relations.

* Matchmaking and knowledge dissemination activities,
including i.a. identification of cooperation partners, con-
ferences, seminars and other events, advice on public

innovation support programs and preparation of application.



¢ Development projects. Within the framework of the
innovation network a number of concrete cooperation or
development projects can be established. The projects
must focus on strengthening innovation and growth
potential in the target group for the innovation network,
and on strengthening the companies’ interaction and
exchange of knowledge with research and knowledge
institutions.

With the establishment of NETMATCH (www.netmatch.nu)
by the Danish Agency for Science, Technology and Innova-
tion in the beginning of 2010 a dedicated agency for tech-
nical assistance to the Innovation Networks was created.
NETMATCH is expected to develop and provide services for
the networks that support their further development. A par-
ticular focus of NETMATCH activities lies on supporting the
networks as national points of contact within their area of
expertise, branding of the Innovation Networks as well as
supporting the networks in their international activities.

2.1.1.5 Results and Impact of the Program

Today there are 23 Innovation Networks in a vast array of
industry areas, including energy/environment, food, ICT, fa-
shion and design, experience economy/entertainment, pro-
duction technology and new materials, health/pharma/bio-
technology, transport as well as in cross-disciplinary fields.*°

In recent years the number of networks has been actively de-
creased by the Danish Agency for Science Technology and
Innovation from 36 in 2007 to 22 in 2009 in order to increa-
se the size of the networks for the benefit on an increased
efficiency.>' Program officials reported for 2009 some 3,700
members of the 23 Innovation Networks; including 3,059
SME, a number which has increased by 50 per cent in the
period 2007-2009.

The figure below indicates the program performance in
terms of the results achieved in 2009 based on an assess-
ment made by program officials. The figure shows a very
good performance of the program particularly in regard
to the growth of the cluster in membership, new products,
services and/or processes, growth of turnover of companies
and skills development of cluster members. According to in-
formation provided by program officials 114 R&D projects of
companies and research institutions were supported by the
program in 2009.

30 For a full list of the Danish Innovation Networks please see http://en.fi.dk/innovation/
innovation-networks-denmark/the-danish-innovation-networks-and-clusters.pdf
31 Ibid., p. 6

R&D investments of companies
4

Growth of the cluster

S New product, services
(new membership)

and/or processes

Skills
development
of cluster Growth of turnover
members of companies

International activities of cluster Growth of employment

members

0 = results are poor ==> 4 = results are excellent
Missing values are due to the fact that there is no evidence available yet.
This does not mean that there are no effects at all.

Figure 24: Results of the program that were achieved in 2009

The assessment is backed by the findings of the 2009 Per-
formance Account of the program which reports impressive
effects on innovation-driven business activities. Public in-
vestments of EUR 8 million (DKK 59.6 million) in basic net-
work grants in 2008 triggered an estimated annual increase
of sales of EUR 214,517 million (DKK 1.6 billion). Out of 924
companies that participated in partnership projects 408
companies have developed new products and services, 466
companies generated innovation ideas on which they will
work in the future and further 632 companies have benefit-
ed from the participation in the Innovation Networks by de-
veloping skills or obtaining specific methods or tools which
significantly increase their ability to work with innovation.>

2.1.1.6 Monitoring and evaluation system

Monitoring of the program performance is a key element of
the Danish program. A performance report which is based
on an elaborated system of indicators® is published on an
annual basis.

The following main indicators are used to measure the per-
formance of the program:

32 Ibid., pp. 23, 28 and 35
33 Ibid., pp. 64-66



INDICATORS

* Numbers of networks
* Share of private co-financing
* Share of public co-financing

* Relevant combination of partners (research institutions, private companies, public partners)

* Numbers of collaborative R&D projects

» Numbers of participating private companies in networking activities (and share of SME in these)

* Numbers of participating private companies in joint R&D projects with research institutions

(and share of SME in these)

* Numbers of companies that have become innovative

* Increase in turnover of the participating companies.

Beneficiaries are monitored by means of regular written re-
ports and independent benchmarking exercises.

Independent evaluations of the program are carried out ev-
ery 5 years.

How important is the cluster program in relation to...

0 =not important at all ==> 4 = very important

2.1.1.7 Context of the program

Asked to assess the importance of the program on a scale
from 0 (not important at all) to 4 (very important) in relation
to the overall economic/industrial development strategy
and in relation to other R&D/innovation programs the pro-
gram authority assigned a 3 to each of the two dimensions
(see table below). Being an element of the overall national
development strategy the program is an important element
of the Danish economic and R&D support policy.

EIENEREIEN

Table 20: Relevance of Innovation Networks Denmark in the overall policy setting

Although the program is of high importance in the context
of overall policies its coordination with other programs is
rather suboptimal. Asked about the coordination of the clus-
ter programs with other support programs of the country
program officials indicated that it is rather weak (see figure
below).

(o))
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With R&D programs
4

3

With business
development programs

With infrastructure
programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 25: Coordination of Innovation Networks Denmark with

other Danish funding programs

2.2 GERMANY
2.21  INITIATIVE KOMPETENZNETZE DEUTSCHLAND
(COPETENCE NETWORKS GERMANY)

Initiative Kompetenznetze Deutschland
(Competence Networks Germany)

Germany

Management Agency Competence Networks
Germany

VDI/VDE Innovation + Technik GmbH

Dr. Gerd Meier zu Kécker

Steinplatz 1

D-10623 Berlin

Tel.+493031 0078118

Fax+493031 0078222

Email: mzk@vdivde-it.de

www.kompetenznetze.de

2.2.1.1 Objectives and Rationale of the Program

The underlying rationale of Competence Networks Ger-
many is to create a “League of the best innovation networks
of Germany”. Being member of this initiative as a cluster is
a quality label. The overall objective of the program is to

* Facilitate intensive networking between industry and
science to increase the innovation capacity and international
competitiveness of German industry;

* Increase international visibility of the clusters and by this
market Germany as an international innovation hub.

To put this into practice the Federal Ministry of Economics
and Technology (BMWi) has established a dedicated ma-
nagement agency that supports members of the program
with tailor-made services. The specific feature of the program
is that it does not provide grant funding or any other kind
of financial assistance to clusters or cluster management
organizations. Support of clusters and in particular cluster
management organizations is provided by the management
agency through a wide array of different services and tech-
nical assistance measures. They include for example working
groups and individual support, workshops and conferences,
benchmarking, marketing and public relations and support
with internationalization activities. Services and technical
assistance measures are offered only to the members of the
program and are provided free of charge.

In order to become a member cluster management organi-
zations have to apply for membership. Criteria for member-
ship are history and development momentum of the cluster, a
clear thematic focus, degree of institutionalization, tasks and
activities of the cluster management organization, composi-
tion and interaction of members and degree of internation-
alization.* Members can also be excluded from the program
if they do not meet the quality standards anymore. The de-
cision, whether membership is granted or not, is taken once
a year by an independent advisory council whose members
are appointed by the Federal Ministry of Economics and Tech-
nology (BMWi). Members are well-respected representatives
from industry and research. The advisory council also partici-
pates in the strategic development of the program as such.

2.2.1.2 Target Group of the Program

The target group of the program are well-developed and ma-
tured clusters represented by a cluster management organi-
zation that have a sound potential for innovation and growth.

34 For a detailed overview of membership criteria please see www.kompetenznetze.de/initia-

tive/die-aufnahme/aufnahmekriterien_initiativekompetenznetzedeutschland.pdf



2.2.1.3 Term of the Program, Financial Aspects and Application Procedure

2.2.1.4 Instruments

The program does provide neither grant funding, nor any
other kind of financial assistance to clusters or cluster man-
agement organizations. It provides only technical assistance
for cluster management organizations and cluster members
through its management agency. The wide range of tech-
nical assistance support includes the following measures:

* Thematic working groups on financing (e.g. service
development, controlling), innovation Management
(development of a tool box for innovation management),
ICT Clusters (international competence atlas), cluster
management excellence and quality and impact assess-
ment of clusters in the field of energy and environment.
The working groups meet on a regular basis and respond
to the interests expressed by the cluster management
organizations. The program is flexible and can set up ad-
ditional working groups any time.

* Individual support for cluster management organiza
tions, including support with strategy development, ad-
vise on restructuring and mergers and cooperation.

* Workshops and conferences on topics such as public
relations, further education and training, cluster manage-
ment excellence, intellectual property rights, sustain-
ability of cluster development or cluster cooperation with

Since 1997
EUR 1 million p.a. for the operation of the management agency

Technical assistance

No

n.a.

n.a.

n.a.as the program does not support clusters through direct
funding

n.a.as the program does not support clusters through direct
funding

n.a. as the program does not support clusters through direct
funding

n.a.

emerging economies. Like the working groups workshops
and conferences respond to the interests expressed by
the cluster management organization.

* International networking with other clusters or relevant
stakeholders; recent examples include a joint workshop
of Competence Networks Germany with the Norwegian
Centres of Expertise on internationalization of clusters,
participation in the South Korea — Korean Scientific Coopera-
tion Network with the European Research Area (KORANET),
a meeting with an economic delegation from Shanghai,
presentations of competence networks at international
conferences, cooperation with other funding initiatives, e.g.
Energy Efficiency Export Initiative of the Federal Ministry of
Economics and Technology, and ad-hoc contact brokering
for members of competence networks.

* Benchmarking and quality labeling since 2007. The
program is also participates through its management
agency in the European Cluster Excellence Initiative.

* Publications and studies, e.g. on cluster management
excellence, development of cluster management orga-
nizaions and internationalization activities.®

35 For a list or download of publications that are available in English see www.kompetenznetze.
de/the-service/order-service.
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2.2.1.5 Results and Impact of the Program

Today 97 clusters are members of the program. They are
represented by their cluster management organizations;
through the clusters more than 450 Non-SME and more than
6,000 SME, more than 1,600 R&D institutions and universi-
ties and more than 1,000 service providers benefit from the
program.

The program has a number of positive effects that contrib-
ute to the achievement of the program objectives. An evalu-
ation of the program arrived at the following conclusions:*

* The quality of the cluster management organization’s
work has improved and has contributed to an improved
collaboration between the cluster members through
exchange of information and guidance.

* The reputation of individual members and of the cluster
as a whole has improved which translated into a greater
visibility and recognition among policy makers and po-
tential partners.

* Cooperation with other clusters and stakeholders both
from Germany and abroad has increased.

* Members of the cluster experienced a boost of their
motivation and contribute more actively to the work of
the cluster.

2.2.1.6 Context of the program
Although the program is an important cluster program of
the Federal Government, its relevance in the overall policy
context is, according to program officials, rather limited (see
Table 21), which also reflects in its coordination with other
funding programs (see Figure 26).

With R&D programs
4

3

With business
development programs

With infrastructure
programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 26: Coordination of Kompetenznetze Deutschland with other

funding programs

How important is the cluster program in relation to...

0 =not important at all ==> 4 = very important

Table 21: Relevance of Kompetenznetze Deutschland in the overall policy setting

36
und Wirkungen der BMWi-Initiative “Kompetenznetze Deutschland’, pp. 37-41

Federal Ministry of Economics and Technology, 2009: Endbericht Evaluation von Konzeption
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2.2.2 ZENTRALES INNOVATIONSPROGRAMM MITTELSTAND - FORDERMODUL NETZWERKPROJEKTE (ZIM-NEMO)
(CENTRAL INNOVATION PROGRAM SME - FUNDING MODULE NETWORK PROJECTS (ZIM-NEMO))

Zentrales Innovationsprogramm Mittelstand — Férdermodul Netzwerkprojekte (ZIM-NEMO) (Central Innova-
tion Program SME - Funding Module Network Projects (ZIM-NEMO))

Germany

Project Agency of the Federal Ministry of Economics and Technology (BMWi)

VDI/VDE Innovation + Technik GmbH
Ute Bornschein

Steinplatz 1

D-10623 Berlin

Tel.+493031 0078382

Email: bornschein@vdivde-it.de

www.zim-bmwi.de

2.2.2.1 Objectives and Rationale of the Program

The Zentrale Innovationsprogramm Mittelstand (Central
Innovation Program SME) was incepted by the Federal Go-
vernment in 2008 to cushion the effects of the global eco-
nomic crisis by supporting SME in their efforts to maintain
and develop international competitiveness. As a result of the
support SME are expected to increase their near-to-market
R&D activities and to commercialize R&D results in a shor-
ter period of time. Furthermore, an increased collaboration
between SME and research institutions is also expected as a
result of the program.

The program consists of three funding modules, including
the support of collaborative projects of SME (ZIM-KOOP),
the support of individual projects of SME (ZIM-SOLO) and

the support of network projects (ZIM-NEMO). The latter fun-
ding module, ZIM-NEMO, will be presented by this chapterin
more detail as it supports the development of clusters.

The overall objective of ZIM-NEMO is to support the deve-
lopment of innovative networks that consist of at least six
companies. In the context of this program networks are de-
fined as contract-based collaboration between companies
and institutions that support and complement each other in
technology development activities.

2.2.2.2 Target Group of the Program
Target group of the program are SME that collaborate with
other SME or research institutions in a network project.



2.2.2.3 Term of the Program, Financial Aspects and Application Procedure

Term of the program

Budget
Type of funding

Does the program have a specific technology focus?

Are there calls for proposals?

Is there a dialogue with applicants about the improve-
ment of their application prior to the final submission
of the application?

Maximum funding period for a project

Is there a maximum amount of funding an applicant
can apply for?

Financing structure of projects

Most important evaluation criteria for project
proposals

2008-2013

EUR 52.2 million

Grant funding

No

Project applications can be submitted at any time

Yes

Three years

EUR 350,000

Financial support from the program is declining in the course of the
project: in the initial phase the project can be co-funded by public

means with up to 90% of eligible costs to develop a network concept,

but the share of public funding will be decreased in three steps in the
course of the project duration when the network concept is imple-
mented (70% ==>50% ==>30%).

* Impact on industry sector and companies

» SME focus or SME participation in activities
 Knowledge and/or technology transfer

* Budget (including share of private co-funding)
 Structure and members of consortium

» Market opportunities for innovation
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2.2.2.4 Instruments

ZIM-NEMO provides grant funding for management
services that are related to the development of a net-
work concept and for its implementation. The support
can be granted for activities such as acquisition of net-
work partners and corresponding contract negotiations,
analysis of strengths and weaknesses of network part-
ners, coordination of R&D projects and market research.

R&D projects that are direct result of these activi-
ties can be funded under the funding modules ZIM-
KOOP and ZIM-SOLO of the Zentrale Innovationspro-
gramm Mittelstand (Central Innovation Program SME).

2.2.2.5 Results and Impact of the Program

There are no evaluation results available at the moment. Until
2009 50 network organizations have received financial sup-
port. They represent a total number of 29 Non-SME, 515 SME,
29 universities, 39 R&D institutions and 18 other stakeholders.

2.2.2.6 Monitoring and evaluation system
The program is evaluated on a regular basis.

The following indicators are used to monitor the perfor-
mance of the program:

INDICATORS

* Number of networks

Number of participants

Activities
* Work plan
Number of R&D projects

* Realized work plan

Continuation of the network after funding terminates

Number of R&D projects which resulted in new products, technical services and processes

* Market position and economic development:

Increased turnover and profit

* Number of created jobs

Increased turnover and export of products that were developed in the course of the project
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2.2.2.7 Context of the program

Although the program does not feature high in the overall
policy context (see Table 22), its coordination with other
R&D programs is excellent (see Figure 27).

How important is the cluster program in relation to...

... he overall economic/industrial development strategy? . . X . .

...other R&D/innovation programs? . . X . .

0 = not important at all ==> 4 = very important

Table 22: Relevance of ZIM-NEMO in the overall policy setting

With R&D programs

4

i

With business With infrastructure
development programs programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 2/: Coordination of ZIM-NEMO with other funding programs




2.23 CLUSTER OFFENSIVE BAYERN (BAVARIAN CLUSTER INITIATIVE)

Cluster Offensive Bayern (Bavarian Cluster Initiative)

Germany, Free State of Bavaria (Federal State)

Bavarian Ministry for Economic Affairs, Infrastructure, Transport and Technologie

Dept. for Cluster Initiatives and Fraunhofer Society

Dr. Rolf Bommer
Prinzregentenstr. 28
D-80538 Miinchen

Tel. 004989 21622279

Email: rolf.bommer@stmwivt.bayern.de

www.cluster-bayern.de

2.2.3.1 Objectives and Rationale of the Program
Through the Cluster Offensive Bayern the regional govern-
ment of the Federal State Free State of Bavaria supports the
establishment and development of cluster management or-
ganizations in 19 industry fields that are key sectors of the
Bavarian economy.

The overall objective of the program is support the glob-
al competitiveness of the Bavarian economy. This is to be
achieved by pursuing the following operational objectives:

* Strengthening of the innovation capacity and dynamic
through cooperation and improved and faster knowledge
and technology transfer between science and industry for
the benefit of commercialization of R&D results

* Increased productivity through cooperation and competition

* Strengthening of the attractiveness of the Free State of
Bavaria and development of a brand

As a result of a comprehensive survey involving government
departments and independent experts 19 industry areas
were identified for the establishment of cluster management
organizations. These industry areas are clustered in thematic
areas and include within

* The thematic area “Mobility”: automotive, railway tech-
nology, logistics, aviation and space and satellite navigation;

* The thematic area “Material development”: new
materials, chemicals and nanotechnology;

The thematic area “Human being and environment”:
biotechnology, medical engineering, energy technologies,
environmental technologies, wood and food;

* The thematic area “ICT and electrical engineering”: ICT,
sensor technology, power electronics, mechatronics and
automation;

The thematic area “Services and media”: financial
services and media.

Potential organizations for cluster managements were approa-
ched by the government in 2005/2006. In 2006 19 cluster orga-
nizations were established as a result of this top-down-process.
No further cluster organizations have been established since
then and it is planned to reduce the number by baring under-
performing cluster managements from future funding.

2.2.3.2 Target Group of the Program
Target group of the program are companies that are located
in the Free State of Bavaria.



2.2.3.3 Term of the Program, Financial Aspects and Application Procedure

Term of the program Year of inception: 2006, no date of termination

Budget EUR 7 million p.a.
Type of funding Grant funding and technical assistance

Does the program have a specific technology focus? [

Are there calls for proposals? There are no calls for proposals.

Is there a dialogue with applicants about the
improvement of their application prior to the n.a.

final submission of the application?

Maximum funding period for a project There is no maximum funding period.

Is there a maximum amount of funding an

applicant can apply for? o

* Max. 75 % funding from the program, share will be decreased
Financing structure of projects in the course of implementation as clusters are expected to
increase the share of private co-financing in the course of time

q c . . .  Impact on industry sector and companies
Most important evaluation criteria for project P / P

 Share of private co-financing
proposals

¢ Structure and members of consortium




2.2.3.4 Instruments

The key element of the program is grant funding for the
operation of a cluster management organization. This in-
cludes financial support for staff and material costs as well
as travel expenses and events. The program also included a
preferential access for clusters to R&D money provided by
a special cluster fund.

In addition to the grant funding the program owner is very
active in accompanying the development of the individual
cluster initiatives through different technical assistance
and advisory measures. Meetings with cluster managers
are held every two months to discuss challenges and prog-
ress of the clusters; in addition all cluster managers gather
with the program owner for several days at an annual break
away. The program owner also relies on external consultan-
cy services, e.g. a workshop on internationalization activi-
ties for cluster managers.

2.2.3.5 Results and Impact of the Program

The program is evaluated on a regular basis. An evaluati-
on is currently underway to analyze the performance of
the cluster organizations and to provide guidance for the
further development of the program until 2015. The mid-
term evaluation of 2008 attests a good performance of the
program. After two years of support the majority of the clu-
ster organizations had yielded results in terms of the esta-
blishment of network structures and improved collaborati-
on between industry stakeholders. The clusters played also
an important role for the local respectively regional econo-
mic development.?’

According to the program owners the program shows good
results in terms of the growth of the clusters (which reflects
their attractiveness for economic and research players),
new products, services and/or processes as well as growth
of turnover of companies (see figure below).

R&D investments of companies

Growth of the cluster
(new memberships)

Skills development
of cluster members

New products, services
and/or processes

Growth of turnover
of companies

International activities
of cluster members

Growth of employment

0 = results are poor ==> 4 = results are excellent
Missing values are due to the fact that there is no evidence available yet.
This does not mean that there are no effects at all.

Figure 28: Results of the program that were achieved in 2009

37 Fraunhofer Institut fiir System- und Innovationsforschung, 2008: Zwischen-Evaluation der

Cluster-Offensive Bayern. Abschlussbericht Dezember 2008



2.2.3.6 Monitoring and evaluation system

The program is evaluated by independent consultants on a
regular basis. A mid-term evaluation was carried out in 2008,
followed by an evaluation in 2011.

The following indicators are used to monitor the

performance of the program:

INDICATORS

Number of members

Acquired federal and EU funds
Number of meetings with members

Website visits

Share of self-financing

Success stories

Beneficiaries are monitored by regular written reports prepa-
red by the beneficiary, IT-based monitoring through the pro-
gram owner, regular independent evaluations and benchmar-
king exercises.

Number of conferences and participants
Number of projects, participants and project volume

2.2.3.7 Context of the program

The program is part of the innovation policy strategy of the
regional government of the Free State of Bavaria. However,
program officials assessed its relevance rather as average
due to the relatively small budget of the program compared
to its scope and duration.

How important is the cluster program in relation to.. n----

..the overall economic/industrial development strategy?

...other R&D/innovation programs?

0 = not important at all ==> 4 = very important
Table 23: Relevance of Cluster Offensive Bayern in the overall policy

setting

Asked about the coordination of the program with other
funding programs program officials reported a good coordi-
nation with other R&D and business development programs,
while the coordination with infrastructure programs was as-
sessed as rather weak (see figure below).
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With R&D programs

4

With infrastructure

With business
development programs

programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 29: Coordination of Cluster Offensive Bayern with other funding programs

2.2.4CLUSTER POLICY STRATEGY OF THE FREE AND HANSEATIC CITY OF HAMBURG (GERMANY)

Clusterpolitische Gesamtstrategie (Cluster Policy Strategy)

Germany, Free and Hanseatic City of Hamburg (Federal State)

Behérde fiir Wirtschaft, Verkehr und Innovation der Freien und Hansestadt Hamburg (Ministry of Eco-

nomics, Transport and Innovation)

Stabsstelle Clusterpolitik (Staff Unit Cluster Policy)

Gonke Tetens

Alter Steinweg 4
20459 Hamburg

Tel: +49 40 428 41 1429

Email: goenke.tetens@bwvi.hamburg.de

www.hamburg.de/cluster

The foundation for The Free and Hanseatic City of Hamburg's
cluster policy strategy was laid in 2002 in the overall concept
of economic development “Metropole Hamburg - Wachsen-
de Stadt” (Metropolis of Hamburg — A Developing City). This
long-term concept calls for the further development of tho-
se cluster initiatives which were already established in 1997
(cluster initiative “IT and Media”) and in 2001 (cluster initiative
“Aerospace”) as public-private-partnerships of the city’s go-
vernment and stakeholders from the science sector and in-
dustry. The Life Science and Logistics cluster initiatives were
founded in 2004 respectively 2006. As a result of the further
development of the overall concept of economic develop-
ment in 2008 (new title: “Hamburg. Wachsen mit Weitsicht”
(Hamburg. Growth with Foresight)), further cluster initiatives
were established in 2009 (Health Care industry), 2010 (Crea-

tive Industries and Renewable Energies) and 2011 (Maritime
Industries). All eight cluster initiatives are public-private-
partnerships and are focused on industries - both traditional
(such as maritime and aerospace) and new (such as creative
industries) - that are considered to be key industrial sectors
for the future economic development of the city of Hamburg.

In April 2010 the Senate (cabinet) of the Free and Hanseatic
City of Hamburg approved the “Clusterpolitische Gesamt-
strategie” (Cluster Policy Strategy) to utilize cluster initiatives
for economic development even more. To achieve the overall
objective of the strategy - medium and long term support
of economic growth and employment - the strategy consists
of six elements that are displayed in the figure on the next
page:




CLUSTER POLICY STRATEGY

Standardized
evaluation system

Guidelines for cluster

of the cluster initiative

initiatives R
portfolio

Source: Behorde fiir Wirtschaft, Verkehr und Innovation, 2011

Figure 30: Elements of the cluster policy strategy

According to responsible government officials, cluster policy
is a very important element both in the context of the overall
economic development strategy of the City of Ham-

How important is the cluster program in relation to...

...the overall regional economic/industrial development strategy?

...other R&D/innovation programs?

0 =not important at all ==> 4 = very important
Table 24: Relevance of the cluster policy strategy in the overall

policy setting

Responsibility for cluster policy is shared between different
government ministries within the Free and Hanseatic City
of Hamburg (see figure below). While technical steering
and financing of the cluster initiatives lies with various gov-
ernment ministries, overall coordination of cluster policy is
the responsibility of the Staff Unit Cluster Policy within the
Ministry of Economics, Transport and Innovation. To coordi-
nate activities and facilitate best-practice sharing between
the different government departments and

Further development

General cluster

Cross-cluster Cross-cluster

policy public

networks projects

relations

burg and with regard to the existing R&D and innovation
programs (see table below).

ENENEY RS
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cluster initiatives, a working group was established in 2010,
chaired by the Staff Unit Cluster Policy of the Ministry of
Economics, Transport and Innovation. The working group
focuses in particular on thematic issues such as R&D and
innovation, training and education, internationalization
and strategy and controlling. It further coordinates inter
cluster-projects to facilitate cross-fertilization for the devel-
opment of new innovations and markets.

[



Government
departments that are

responsible for

cluster policy

Government departments

Agency for

(est. 2006)

Maritime Cluster
— Northern Germany
(est.2011)

Renewable Energies
Hamburg
(est.2011)

Economic Agency fﬂr' Agenc;;f]cér Health Chancellery of
affairs, Transport Cultural Affairs Consumer Protection the Senate
and Innovation
- Avith:::bCul:Jgster Creative Community Health Care IT and Media
Metropolitan Region (est. 2010) (est. 2009) (est.1997)
(est.2001)
|| Life Science Nord
(est.2004)
| | Logistics Initiative
Hamburg Cluster Initiatives

Figure 31: Organizational Framework of Cluster Policy in the Free and Hanseatic City of Hamburg

Cluster initiatives defined within the context of the cluster
policy strategy are generally public-private-partnership
projects involving the respective government depart-
ment and relevant stakeholders from science and indu-
stry. While this opens access to funding e.g. for cluster
management agencies, cluster projects are financed eit-
her through other cluster specific or non-cluster specific
programs from the Free and Hanseatic City of Hamburg,
the Federal Government or the European Union; or they
are financed and supported by other means. An excel-
lent example is the Hamburg Centre of Aviation Training
(HCAT) of the Aviation Cluster Metropolitan Region Ham-
burg (www.hcat-hamburg.de), which is funded in coope-
ration between government ministries and industry.
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Financing cluster projects through coordinated efforts of government and cluster stakeholders
—illustrated by the example of the Hamburg Centre of Aviation Training (HCAT)

B Zusammenlegung luftfahrttechnische
B B Berufsausbildungen
Behorde fiir Schule

und Berufsbildung

Finanzierung Technikerqualifizierung in Avionik
und Struktur

B Nutzungsvertrage (Lernortkooeration)

Wissenschafts- B Ausbau Infrastruktur an der HAW

behorde B Uberwiegende Finanzierung der Baukosten
des HCAT und Einrichtung Avionik

B Anteilsfinanzierung Baukosten 2.
Wirtschafts- Bauatschnitt
behorde

B Personalkostenfinanzierung fir Personal
Cabin and Cabinsystems Laboratory
(CCS)

B Finanzierung Einrichtungsausstattung
BMBF CCS fiir HAW

m Stiftungslehrstuhl an der HAW
Industrie m  Finanzierung Einrichtungsausstattung

m Nutzungsvertrage

Figure 32: Financing cluster projects through coordinated efforts of government and cluster
stakeholders —illustrated by the example of the Hamburg Centre of Aviation Training (HCAT)



2.3 NORWAY

2.3.1 NORWEGIAN CENTRES OF EXPERTISE (NCE)

2.3.1.1 Objectives and Rationale of the Program

The program is directed towards regional clusters that are
company-based and have a potential for international
growth. The clusters should function as drivers for industry
development by creating regional business environments
through cooperation between companies, researchers and
public authorities.

In this context, the overall objective of the NCE program
is to facilitate growth by generating and reinforcing coop-
eration-based innovation and internationalization processes
within clusters with clear ambitions and substantial national
and international growth potential. The overall objective is
supported by the following operational objectives of the
program:

* The program will create interest and commitment for
development of clusters with growth potential.

* The program will contribute to clear effects through: a
markedly improved cooperation and infrastructure
within the cluster, increased innovation capabilities,
higher level of internationalization, higher level of attrac
tiveness and increased competitiveness and value-
creation for the cluster.

* The program will contribute important insights into
cooperation-based development processes in regional
clusters, resulting in development of operational models
and improved policy learning.

Norwegian Centres of Expertise (NCE)

Norway

Innovation Norway

Olav Bardalen

P.O Box 448 Sentrum

NO-0104 Oslo

Tel.: +47 958 58 649

Email: olav.bardalen@innovasjonnorge.no

www.nce.no

In order to contribute to the achievement of the program
objectives NCE clusters have to perform according to the
following cluster-specific objectives:

* Increased cooperation between participants within a
cluster and between the cluster and external individuals,
companies, organizations, etc.;

* Increased innovation capabilities and activities, based on
cooperation between businesses and R&D;

* Increased international involvement in the form of expan
sion into international markets, increased cooperation
with knowledge hubs; foreign investments, etc.;

* Development of the numbers and composition of par
ticipants in the cluster, including the number of new
companies established;

* Increased level of competitiveness and value-creation
based on innovation and internationalization processes

Each NCE cluster is defined by the following criteria:
1. Business and technological focus:

Each individual NCE shall be established around a cluster’s
technological and business-related core activities. Focused
on continued innovation-based growth nationally and in-
ternationally, these activities are related to a well-positioned
current competitive position that can be continually devel-
oped. Core activities may be based on:
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A particular type of technology or field of expertise, or
combinations of both, with established or potential
applications in one or more market segments.

A defined business sector or combinations of one or
more such sectors, directed at a defined market segment.
Cooperation within an efficient value chain.

2. Geographical concentration:

Each individual NCE is established within a geographically
limited cluster. This close proximity shall reflect:

A physical concentration of the most important compa-
nies and related development organizations and institutions
in the cluster.

A naturally functionally interplay between cluster partici-
pants, specific cooperative relations, and within a natural
community area/radius

A natural common culture for dialogue and cooperation,
common social networks — in other words, a socio-
cultural network between cluster members/participants.

3. Groups of cluster participants:

Each NCE is based on a concentration of companies and rel-
evant support functions with a broad composition. With this
as a fundamental principle, clusters are additionally defined

on the basis of:

The number of companies and the composition of
company groups

Relevant suppliers of research, education and other
knowledge-related services

Relevant financial institutions

Relevant government/public developmental bodies and
agencies

Established relations between such cluster participants,
including intermediary institutions

2.3.1.2 Target Group of the Program

Main target group of the program are groups of companies
that form the core of a regional cluster. This includes in par-
ticular companies representing the major proportion of in-
novation activities and value creation in each cluster’s core
area of business and that are the key drivers of the cluster. In
addition to these so-called “core companies” the main target
group also includes “related companies” that supply goods
and services to the “core companies”.

In addition to the main target group the program also sup-
ports organizations that directly contribute to the develop-
ment of the cluster. This secondary target group includes
R&D institutions, educational institutions (schools and insti-
tutions from the junior level upwards), institutions that sup-
port cooperation within the cluster, government agencies
and developmental bodies as well as the financial sector.




2.3.1.3 Term of the Program, Financial Aspects and Application Procedure

2.3.1.4 Instruments

Beside grant funding for the establishment and manage-
ment of the NCE cluster organization the program also offers
technical assistance to individual NCE clusters.

Grant funding is provided for the following activities:

* Process management: This is comprised of people engaged
to manage processes, implement agreed activities, as well as
document and report regarding activities and results.

* Network-building: Activities designed with the goal of
strengthening the dialogue and cooperation of companies
and knowledge environments within the individual cluster
and in relation to the external environment.

Year of inception: 2006, no termination date
EUR 8.3 million p.a. (NOK 65 million p.a.)
Grant funding and technical assistance

No

There were calls for proposals in 2006, 2007 and 2009. They did
not have specific thematic foci.

No

10 years. The project period is divided into three contract periods
(3.5,3and 3.5 years). At the end of each contract period an exter-
nal evaluation is carried out as a basis for renewal of the contract
period of the following period.

Yes, max. EUR 770.500 p.a. (NOK 6 million p.a.)

* 50% funding from the NCE program
* 50% private means (can be provided through value-in-kind
contributions from participating companies)

* Impact onindustry sector

* Impact on society (non-economic effects)
 Knowledge and/or technology transfer
 Structure and members of consortium

* International orientation

* Focus on innovation

* Existing linkages

Analysis and strategy processes: Processes aimed at
developing insight into and specific fundamental aspects
of NCE project work.

Communication: Marketing and communication activities
directed towards potential new members for each
individual cluster; as well as potential customers, knowledge
environments (education, research) and investors.

Learning & Education Activities: Development of various
competence-building activities in cooperation with
educational institutions and other knowledge environments.
Project ideas and suggestions can be developed within
the NCE program up to the point when an owner for the
project is designated and the project can be evaluated for
financing from ordinary financing sources. This can include



development of concept and pre-projects for collaborative
based innovation projects or for new business ideas; devel-
opment of application for larger research.

In addition to the grant funding technical assistance
is provided by experts of Innovation Norway. The target
group consists mainly of project managers and teams of the
cluster organization, but company groups or knowledge/
education/R&D participants may also benefit from spe-
cial services. Key elements of the technical assistance are:

* Organizing and coordination of a regular joint meeting
place for dialogue and cooperation development between
NCE projects.

* Planning and staging of courses and seminars; also
developing projects related to key topics in conjunction with
NCE project activities.

* On-going dialogue with and follow-up of individual NCEs
by the program management.

* Facilitating communication with relevant national and
international services in the agency system.

* Facilitating communication with relevant international
specialist networks.

* Standardized management and reporting tools.

* Communication and information through a common
website.

* Active national and international profiling through the
agencies'various channels.

2.3.1.5 Results and Impact of the Program

Today there are 12 Norwegian Centres of Expertise in dif-
ferent industry fields, including instrumentation, maritime,
micro and nanotechnology, production and engineering,
health, oil and energy, tourism and aquaculture.®

In 2009 530 companies (of which were 480 SME), 10 universi-
ties, 60 R&D institutions (almost all of them specializing in
applied research), 20 training and education providers, 10
financial intermediaries, 20 consultants and 30 public enti-
ties such as municipalities or hospitals participated in one
of the Norwegian Centres of Expertise. Only in 2009 the NCE
program supported 100 R&D projects jointly implemented
by companies and R&D institutions respectively universities.
About half of them would not have existed without the ac-
tivities of the cluster managements.

The figure below indicates the program performance in
terms of the results achieved in 2009 based on an assess-
ment made by program officials. The figure shows a very
good performance of the program. It had significant effects
with regard to the development of new products, services
and/or processes, the growth of the clusters and internation-
al activities of cluster members.

R&D investments of companies

Growth of the cluster
(new memberships)

Skills development of cluster
members

New products, services and/or
processes

Growth of turnover of companies

International activities of cluster
members

Growth of employment

0 = results are poor ==> 4 = results are excellent. Missing values are due to the fact that there is no evidence available. This does not mean that

there are no effects at all.

Table 25: Results of the program that were achieved in 2009

38 For further details on the Norwegian Centres of Expertise please see http://ekstranett.in-
novasjonnorge.no/templates/Page Meta 56536.aspx.




2.3.1.6 Monitoring and evaluation system * A main evaluation will be carried out after five years of
At the program level the following evaluation activities take activities (planned for in 2011) to analyze the results and ef-
place: fects that have been achieved.
* On an annual basis a program report is published which
* A process evaluation of the program is implemented to is informed by the annual reports of the NCE clusters.
provide the program management with recommendations
for improvements in the strategic development of the pro- The following main indicators are used to measure the per-
gram on an on-going basis. formance of the program:

INDICATORS

* Number of partners and participants (companies, R&D, others)

e Number of international partners

* Number of networks/foras/meeting places

* Number of participants in the before mentioned activities

* Number of innovation projects: a) with R&D partners and b) with international partners
* Funding from R&D programs

e EU funding

* Number of internationalization projects

* Number of competence/knowledge projects

* Increased collaboration

» Improved infrastructure for collaboration
* Improved innovation capabilities

* Increased international orientation

e Better access to knowledge resources

e Improved attractiveness for investors

e Increased value creation
* Increased competitiveness

Beside regular meetings with the cluster initiatives their per- NCE projects will take place on the basis of two reports: a) At
formance is monitored and evaluated as follows: the end of a contract period, individual NCE projects submit
their own assessment of results achieved and a description

* At the end of each year projects shall submit an annual of the positive effects to which the project has contributed.
report with the following contents: project activities (based Those aims, strategies and activity plans which have formed
on standardized activity indictors), project results (based on the basis of the original contract will form the basis of these
standardized result indicators), specific project activities and assessments; b) The NCE program will also implement an
results (based on the project plan), a self-assessment of the external evaluation of the individual project’s activities and
quality and progress of the development process (based on results. The project’s own documentation will form the basis
standardized self-evaluation procedures) and a discussion of for such evaluations, but they may also gather their own data
interesting results, adapted for external presentations. to provide a basis for their assessments.

* Evaluation of the results achieved as a basis for contract
renewal. The program’s renewal of contracts with individual
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2.3.1.7 Context of the program

Asked to assess the importance of the program on a scale
from 0 (not important at all) to 4 (very important) in relation
to the overall economic/industrial development strategy
and in relation to other R&D/innovation programs the pro-
gram authority assigned a 3 to each of the two dimensions
(see table below).

How important is the cluster program in relation to...

...the overall national economic/industrial development strategy

...other R&D/innovation programs?

0 =not important at all ==> 4 = very important

Table 26: Relevance of the NCE program in the overall policy setting

Asked about the coordination of the NCE program with
other support programs of the country program officials
reported a good coordination with R&D programs, while
coordination with business development programs and

The NCE program has its foundation in overall strategic policy
documents. This includes in particular the Norwegian White
Paper No. 20 (2004-2005) on Commitment to Research which
has emphasized the stimulation of innovation through coop-
eration between companies and knowledge leaders within a
limited geographic or business area. The NCE program is one
the key initiatives in this regard. In a 2005 status report of the
government on innovation policy the program was specifi-
cally referred to as a new tool of innovation policy.

BB
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infrastructure programs seems to bear potential for further
improvement (see figure below).

Established as a joint effort of the government agencies In-
novation Norway, the Industrial Development Cooperationof

With R&D programs

4

i

With business

With infrastructure

development programs

programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 33: Coordination of the NCE program with other Norwegian funding programs




Norway (SIVA) and the Research Council of Norway the NCE
program enjoys as a result of this cooperation a well-developed
coordination with other related cluster development programs
including

* The “Centres for Research-based Innovation (SFI)”
program of the Research Council of Norway which has
the objective to build up and strengthen Norwegian
research groups that work in close collaboration with
partners from innovative industry and innovative public
enterprises.®® In some NCE clusters Centres for Research-
based Innovation (SFl) are involved that are supported by

2.3.2 ARENA-PROGRAMMET (THE ARENA PROGRAM)

the Research Council of Norway. This creates a synergy ef-
fects between an industry-oriented cluster program - the
NCE program - on the one hand, and a more research-ori-
ented program - the Centres for Research-based Innova-
tion program - on the other hand; and

The ARENA cluster development program, which is also a
joined effort of the three agencies, but in contrast to the
NCE program it supports a broader range of clusters and
support is typically provided in the early stages of devel-
opment of a cluster. This program can act as a qualifying
arena for the NCE program for regional clusters with a
development potential which have not yet developed
sophisticated cooperative and strategy fundamentals.

NAME OF PROGRAM ARENA-PROGRAMMET (THE ARENA PROGRAM)

Norway

Innovation Norway
Olav Bardalen

P.0. Box 448 Sentrum

NO-0104 Oslo

Tel.: +47 958 58 649

Email: olav.bardalen@innovasjonnorge.no

Www.arenaprogrammet.no

2.3.2.1 Objectives and Rationale of the Program

Originating from several regional pilot projects which pur-
sued the objective of improving interaction between in-
dustry, R&D institutions and the public sector the Arena
program was established in 2002 to support multi-annual
development processes in regional business environments.

The overall objective of the program is to strengthen the
capability of regional business environments for innova-
tion and value creation by intensifying alliances between
business environments, educational institutions and the
public sector. The overall objective of the program is sup-
ported by a number of operational objectives including:

1. Increased internal and external collaboration through

39 The purpose of the Centres for Research-based Innovation (SFl) is to build up and strengthen
Norwegian research groups that work in close collaboration with partners from innovative industry
and innovative public enterprises. For further details please see www.forskningsradet.no/servlet/Sat

ellite?c=Page&cid=1224067021109&p=1224067021109&pagename=sfi%2FHovedsidemal.

* Fixed, organized conferences and meeting points,

e Added trust and reduction in barriers between
participants

e New or strengthened relations with external partici-
pants, both nationally and internationally.

2. Focus on innovation and collaboration
* Groups working together in order to achieve
innovation
e Specific innovation projects based on collaboration
between several participants
* Participating companies possessing a high degree
of innovative talent and activity

3. Focus on business-oriented R&D and educational institutions
* Increased involvement from the R&D institutions in
development processes and development projects
* Increased involvement from educational institutions

to help long-term access to qualified personnel
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4. Increased awareness about the importance of long-term
cooperation within the industry, educational institutions and
the public sector through specific cooperative initiative and
processes inspired by Arena’s experience and work methods.

5. Increased expertise and involvement from the public
support system
* Increased knowledge about government initiatives
* Increased interaction and use of means among the
public support system
* Increased focus on cluster development within the
regions

Open to project initiatives in all Norwegian regions and sectors
(including cross-regional and cross-sector projects) the pro-
gram can support regional business environments that are in
an early development stage with respect to the market and a
technology. It may also support more matured regional busi-
ness environments which have an ambition to renew them-
selves with regard to established markets or technologies.

A key selection criterion for support is the potential for develop-
ment a project has and the project’s possibilities to initiate and
strengthen the development process.

If a project initiative originates from a well-established business
sector it has to be rooted in regional development strategies.
This is not required if the project initiative is in a sector or an
environment which is still at an early-stage of its development.

2.3.2.2 Target Group of the Program

The target group of the program includes groups of compa-
nies, relevant knowledge provides and public institutions that
form the core of a regional business cluster. The group has to
be characterized by a regional concentration of its members,
a common association to a business sector, a value chain, a
market and an area of expertise. Its members have to identify
common interests, which form a basis for increased interac-
tion and cooperation. Companies have to be at the center of
this group, while R&D and educational institutions and gov-
ernment institutions are supporters for the companies.

2.3.2.3 TERM OF THE PROGRAM, FINANCIAL ASPECTS AND APPLICATION PROCEDURE

Year of inception: 2002, no date of termination yet

EUR 5 million p.a.

Grant funding and technical assistance

No

Yes, once a year. Calls for proposals do not have a specific thematic
focus.

Yes

* Max. 5 years. Funding is provided for three years, but can
be extended by two years.

Max. EUR 300,000 p.a.

* Max. 50% funding from the Arena
program

* Min.50% private means (can be
provided through value-in-kind contribu-
tions from participating companies)

* Impact on industry sector and companies
* Impact on society (non-economic effects)

Knowledge and/or technology transfer
e Structure and members of the consortium



2.3.2.4 Instruments
Support for the development of clusters is provided by the
Arena program through grant funding and technical assistance.

Grant funding is provided for the following activities:

* Management of the development processes

* Development of meeting places and networks

* Development of strategies and analytic support

e Communication and branding

* Knowledge development

* Early phase idea and project development (pre-studies
and pre-projects)

Actual development processes as well as the establishment
and management of physical infrastructure are not eligible
under the Arena program. Funding for these activities has to
be sourced from other private and public financial schemes.

Technical assistance instruments include:

* Professional meeting places for project managers/project
partners, project meetings, workshops and study trips

* Support tools as handbook and working models

* Exchange of experience via the program'’s website and in
other settings

* Advisory service for project managers including
professional consultancy (one-to-one), colleague-based
guidance and coaching

* Courses in cluster development (with other target groups)
¢ Alliances with other relevant services; nationally and
internationally

This professional support is organized through the program’s
“training arena”.

2.3.2.5 Results and Impact of the Program

Eighteen cluster organizations, which cover a wide array of
industries, are supported within the program.*’ In total more
than 940 companies (of which are 900 SME), 18 universities,
100 applied research institutions, 40 training and education
providers, 10 consultants/communication agencies and 50
public entities participated in 2009 in the clusters. Within
the clusters 80 R&D projects involving both companies and
research institutions/universities were supported by the pro-
gram in 2009. In the same year 1,250 additional jobs were
created by cluster members.

According to program officials the program yielded very
good results with respect to new products, processes and/
or services, growth of company turnover, growth of employ-
ment, international activities of cluster members, skills de-
velopment of cluster members and growth of the cluster in
terms of membership (see figure below).

R&D investments of companies

Growth of the cluster
(new memberships)

Skills development of cluster
members

New products, services and/or
processes

Growth of turnover of companies

International activities of cluster
members

0 = results are poor ==> 4 = results are excellent.

Growth of employment

Missing values are due to the fact that there is no evidence available yet. This does not mean that there are no effects at all.

Figure 34: Results of the program that were achieved in 2009

40 For an overview of the clusters please see www.arenaprogrammet.no.



2.3.2.6 Monitoring and evaluation system

The program is regularly evaluated to assess its organization,
implementation and results/effects. Evaluations were con-
ducted for the periods 2003-2005 and 2006-2007. Another

evaluation was initiated in 2010 to assess the program re-
sults and effects.

The following main indicators are used to measure the per-
formance of the program:

INDICATORS

* Number of cluster initiatives applying for support of the program
* Number of foras, networks and meeting places
» Number of collaborative innovation projects/

* Number of companies

* Number of internationalization projects
* Number of competence/training projects
» Number of communication/profiling activities

e Reduced barriers for collaboration/increased trust within the cluster

* New and stronger linkages with external partners nationally

* New and stronger linkages with international partners

* Increased innovation capabilities and activities in partner companies

* Increased involvement from R&D institutions in the development of the cluster

* Increased involvement from educational institutions/improved educational schemes

* Increased capabilities in the cluster for innovation and value creation
* Increased knowledge and improved methods and tools for cluster development

* Contribution to policy learning

Beside regular meetings with program officials monitoring
and evaluation of the performance of the cluster initiatives is
based on regular reporting. This includes:

* An annual report containing a summary and evaluation
of activities and results, quantitative and standardized data
about the project’s participants, activities and results, as well
as a report about two selected activities or results that might
be of interest to others.

* Aresult report, as a basis for yearly renewals of funding
and contracts. The result reports are focused on realization of
agreed targets.

* A final report that summarizes and evaluates the project’s
activities and results at the end of the project. The report
shall also include how the development processes can be
continued after the Arena period.

* A final evaluation, which is an external evaluation of the
project when finished. The evaluation is ordered and paid by
the project.

2.3.2.7 Context of the program

Asked to assess the importance of the program on a scale
from 0 (not important at all) to 4 (very important) in relation
to the overall economic/industrial development strategy and
in relation to other R&D/innovation programs the program
authority assessed the program as important with regard to
the overall national economic/industrial development strat-
egy, while it is considered as being less important with regard
to other R&D/innovation programs (see table next page).



How important is the cluster program in relation to...

...the overall national economic/industrial development strategy?

...other R&D/innovation programs?

0 =not important at all ==> 4 = very important

Figure 35: Relevance of the Arena program in the overall policy setting

From the perspective of program officials the Arena program
is well coordinated with other Norwegian funding programs,
particularly with R&D programs where coordination is rated
as “excellent” (see figure below). The joint ownership of the
program of Innovation Norway, the Research Council of Nor-
way and the Industrial Development Cooperation of Norway

(SIVA) is certainly an asset in this regard. As already indicated
in the analysis of the Norwegian Centres of Expertise pro-
gram the Arena program can act as a qualifying arena for
the NCE program for regional clusters with a development
potential which have not yet developed sophisticated coop-
erative and strategy fundamentals.

With R&D programs

4

With business
development programs

With infrastructure
programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 36: Coordination of the Arena program with other Norwegian funding programs
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24 SWEDEN

2.4.1 VINNVAXT

2.4.1.1 Objectives and Rationale of the Program

The overall objective of the VINNVAXT program is to pro-
mote sustainable growth in regions by developing com-
petitive research and innovation environments within spe-
cific growth fields. Cutting-edge competence of the environ-
ments shall be strengthened through needs-driven funding
of R&D and strategic efforts for the development of effective
regional innovation systems. Based on a competition a lim-
ited number of regions have been chosen for support. Each
winner shall become internationally competitive in its field
of expertise within 10 years.

To become internationally competitive the following opera-
tional objectives have to be achieved in each region:

* Research and education in focused growth areas in the
region are developed according to high international
standards.

* Interaction and mutual learning between different
competences and organizations (companies, R&D institutes,
colleges, universities, etc.) is effective.

* The infrastructure of the innovation system in the region

is developed so that all its components are of a high
standard both individually and when seen as a whole.
This requires co-ordinated measures and investments
from the private, public and research sectors and from
the political sphere. Such measures may include sup-
port for new spin-off/hive-off companies from research
institutes or companies, risk capital, technical and com-
petence brokering, networks between companies, joint
marketing activities, the recruitment of cutting-edge

VINNVAXT
Sweden

Vinnova

Géran Andersson

Program Manager

Master Samuelsgatan 56

SE-101 58 Stockholm
Tel:+4684733083

Email: goran.andersson@vinnova.se

www.vinnova.se/en/activities/vinnvaxt

competence and the provision of housing, land, premises,
communications etc.

In the context of the program regions are not understood
as "administrative regions” (e.g. a municipality or a county),
but as “functional regions”. It is the geography and not ad-
ministrative boundaries that matters in terms of the devel-
opment of social capital and confidence between relevant
stakeholders in regions. In the practical implementation of
the program this approach applied both to the support of
municipality-based initiatives (e.g. the cluster Uppsala BIO)
and large regional-based initiatives (e.g. the cluster Process
IT Innovations). Funding may be used for a wide array of
projects and activities depending on the existing capabili-
ties and shortcomings in the regional system of innovation.*'

Following the selection of three winning initiatives in 2003
and further five in 2004, in 2008 four - in contrast to the ini-
tiatives that had been selected until then - more embryonic
innovation systems were selected under a special call for
proposals entitled “Early-Stage Innovation Systems”.

2.4.1.2 Target Group of the Program

Target group of the program are regional-based consortia
including companies, R&D actors and public institutions
(triple helix approach).

41 Vinnova, 2010: VINNVAXT at the Halfway Mark - Experiences and Lessons Learned, p. 7



2.4.1.3 Term of the Program, Financial Aspects and Application Procedure

2.4.1.4 Instruments
The VINNVAXT program offers both grant funding and tech-
nical assistance to the winning regions.

Grant funding is provided for the following activities:

* For the development of the identified innovation
system funding is provided for

* Process management

* Future-oriented processes and technological
scenarios

* Analyses and the drawing up of strategies to lift the
innovation system to an international level

* The commissioning of research and expert
competence in the fields of learning, network
organization and leadership

* The development of preconditions for learning and
innovations.

2002-2015

EUR 8.8 million (SEK 79 million)

Grant funding and technical assistance

No

There were calls for proposals in 2002, 2003 and 2008. They did
not have specific thematic foci.

Yes

10 years. Funding is allocated for contract periods of 3.5 years and
beneficiaries have to submit a status report every third year to
prove their progress to be eligible in the following period.

EUR 1.1 million p.a. (SEK 10 million p.a.)

* Max. 50% funding from the program
* Min. 50% regional co-funding
(cash funds or in-kind-contributions)

* Impact on industry sector and companies

* Impact on society (non-economic effects)

* SME focus or SME participation in activities

» Credibility of the triple helix partnership of the applicants

* For needs-driven research within the identified
growth field through joint projects of col
leges/universities and companies.

In the initial phase of support funding is focused on the
development of the identified innovation system while
needs-driven research projects are being prepared. In the
course of support regions are expected to cover most of the
funding for the further development of the innovation sy-
stem, while VINNVAXT funding is devoted to needs-driven
research and development funding.

In addition to grant funding technical assistance is provi-
ded to the regions to support their efforts. This includes

* Training courses offered by the Dahmén Institute* to
support cross-border, interdisciplinary learning about and

42 The Dahmén Institute (DI) is a network organization working towards the increase of knowl-
edge in the development of Swedish innovation policies as well as the promotion of Sweden'’s re-

gional and national economic growth. For further information please see www.dahmeninstitutet.se.



for regional development processes, innovation systems in
regions and knowledge-driven clusters.

* A Process Manager Network as a forum to exchange
experiences between process managers, consultants, re-
searchers and other relevant stakeholder. Work of the net-
work has focused on the development of networks, indica-
tors for success and how to communicate ideas within a
regional system of innovation. The network is also organized
by the Dahmén Institute.

* Aresource handbook “Mobilizing for Regional Growth
- Regional Development Processes, Clusters and Innovation
Systems”was produced by the Dahmén Institute to support
both practitioners and policy makers in their work on cluster
development.

2.4.1.5 Results and Impact of the Program

Today there are 12 cluster organizations including 512 com-
panies (of which are 411 SME), 15 universities, four applied
research institutions and more than 100 public entities.

An evaluation report published by Vinnova in 2010 (“VIN-
NVAXT at the Halfway Mark”) that has analyzed 8 out of the
12 clusters identified the following results and impacts with
regard to the overall objective of the program, the develop-
ment of a regional system of innovation:*

* Three out of eight cluster organizations report an
increase in number of memberships. At least in these cases
stakeholders perceive added value from a participation in the
cluster organization which involves the payment of member-
ship fees.

* The R&D profile of a number of regions has strengthened
through the establishment of research centres in the corre-
sponding regional focus areas. However, evaluators conclude
that it is difficult to say how much the initiatives’ operations
have contributed to this.

* There are examples of increased investment by the
public players in activities to strengthen the cluster organiza-
tions operations in the respective focus areas.

* There is evidence of a change in the mindsets of stake-
holders who subordinate their personal interest to the overall
interest of the cluster.

According to the 2010 evaluation report most initiatives con-
duct activities to promote internationalization of the cluster.
Activities include i.a. export and investment promotion, par-
ticipation in fairs and conferences, delegation trips as well as,
in some cases, the development of internationalization

43 Vinnova, 2010: VINNVAXT at the Halfway Mark - Experiences and Lessons Learned, pp. 34-35

strategies. The extent of internationalization activities dif-
fers between the clusters; some made the initial choice to-
focus first on regional activities before going international,
others are very active particularly those that are operating
in an international industry such as Uppsala BIO, Biomedi-
cal Development in Western Sweden and Robotdalen.*

All initiatives have developed a portfolio of R&D projects
to support the development of the regional system of in-
novation. The number of projects differs between the clus-
ters; some fund quite a lot projects (which may result in
the risk of subcritical funding of individual projects), while
others concentrate on a small number of big projects with
a large amount of individual funding. Only a few clus-
ter initiatives appear to have a clear strategy on how their
R&D project portfolio should contribute to the positioning
of the regional players in an international comparison.*

With regard to industrial development and commercializa-
tion of results the cluster initiatives conduct a number of
activities. Although the cluster initiatives have varying inter-
ests in commercialization of R&D results, most of them are
active in this area. Six out of the first eight winning regions
reported the start-up of new companies based on their ac-
tivities. The number of newly-established companies var-
ies from one to eleven for the six clusters. Three out of the
four latest competition winners reported the establishment
of one new company. The performance of some regions
may be influenced by an underdeveloped infrastructure
for commercialization and promotion of start-up compa-
nies; but the concerned cluster organizations play an active
role in developing such an infrastructure, which may help
to increase the number of newly established companies.*

The first eight VINNVAXT cluster initiatives that were set up
in 2003 and 2004 developed in total 56 new goods, 10 new
services and 60 new processes for producing goods and ser-
vices in 2008/2009 (Swedish financial year). However, the
majority of those goods, services and processes were devel-
oped by just two initiatives.”” The four VINNVAXT initiatives
that were set up under the “Early-Stage Innovation Systems”
call in 2008 developed a total of two new goods and two
new processes in 2008/2009. Half of those new develop-
ments originate from one cluster initiative.*®

44 Ibid., pp. 23-25
45 Ibid., p. 29

46 Ibid., pp. 30-31
47 Ibid., p. 165

48 Ibid., p. 171



2.4.1.6 Monitoring and evaluation system

The following main indicators are used to measure the performance of the program:

INDICATORS

* Activities performed by the cluster initiatives:
Regional and national strategic processes

Regional meeting arenas
Communication and marketing
Competence supply

Funding of R&D projects
Internationalization

Integration of gender perspectives
Needs-drivenresearch

Stimulating the formation of new enterprises

Development of existing industry and/or public sector
Activities for individual learning, monitoring and evaluation

* Impact on the level of prioritization and specific actions taken by the regional actors in order to stimulate

the cluster focus area:

Number of actively involved companies

Number of projects and project content
Funding of development or maintenance of infrastructure for R&D processes (instruments, test beds etc.)
Number of new patents/products/processes/prototypes developed in activities cofinanced by the

cluster initiative

Number of scientific publications and other publications (taking also into account whether they are
co-published between academia and industry
Number of newly established companies as a result of or stimulated by cluster activities

Number of involved researchers and examination of individual PhD students

Inward investment

Establishment of companies or expansion of already existing companies
Number, type and content of established networks that meet regularly

* Impact on R&D:

Increased supply of R&D-based knowledge relevant for the cluster through reinforced and focused R&D
capacity in the region and international and national connections that are made available and that are being used

* Impact on commercialization:

Renewed/upgraded companies with increased value added based on R&D derived

products Internationally competitive research and innovation environment (cluster)

No economic indicators are used as it is difficult to establish
a resilient cause-and-effect chain between the activities of
the cluster initiatives and their impact on the economy.

Beneficiaries are monitored by regular written reports,
regular meetings with the program owners, [T-based
monitoring, regular independent evaluations and indi-
vidual contacts with representatives of the initiatives.

Independent evaluations of the program are carried out ev-
ery 36 months.*

2.4.1.7 Context of the program

Asked to assess the importance of the program on a scale
from 0 (not important at all) to 4 (very important) in relation
to the overall economic/industrial development strategy

49 Evaluation reports are available at www.vinnova.se/en/Activities/VINNVAXT/Publications/.
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and in relation to other R&D/innovation programs program
officials reported that the VINNVAXT program is not impor-
tant at all (see table below). This was explained by arguing
that the debate on cluster policy has started just recently in
Sweden and there is no overall innovation policy framework

How important is the cluster program in relation to...

...the overall national economic/industrial development strategy?

...other R&D/innovation programs?

0 =not important at all ==> 4 = very important

Table 27:Relevance of the VINNVAXT program in the overall policy setting

The lack of an overall coordinating policy framework also ex-
plains the very weak coordination of the VINNVAXT program
with other Swedish funding programs that was indicated by
program officials. Some coordination with other programs
does however exist (e.g. with the Regional Cluster Program
of Tillvaxtverket). The lack of coordination is to some extent
due to that VINNVAXT is not a program targeted at top down

assigning relevance to the program. The program is also very
small in terms of budget. The VINNVAXT budget of SEK 80
million equals roughly 4 per cent of the entire budget of VIN-
NOVA which in turn accounts for some 6-7 per cent of the
entire national R&D budget of Sweden.

ENEENENE
X . . . .

X . . . .

identified business or technology segments. Even if The VIN-
NVAXT program as such is not coordinated with other na-
tional programs, the initiatives are expected to coordinate
their projects and activities with the existing innovation sup-
port system. They are also expected to identify issues to ad-
dress and initiate activities e.g. to address bottlenecks, find
solutions to overcome missing functions and further pro-
mote the identified potentials for innovation and growth. o

With R&D programs

4

With business

With infrastructure

development programs

0 = coordination is weak ==> 4 = coordination is strong

programs

Table 28: Coordination of the VINNVAXT program with other Swedish funding programs
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2.4.2 REGIONALT KLUSTERPROGRAM (REGIONAL CLUSTER PROGRAM) (SWEDEN)

Regionalt klusterprogram (Regional Cluster Program)

Sweden

The Swedish Agency for Economic and Regional Growth (Tillvaxtverket)

Ewa Andersson

Box 4044

5-102 61 Stockholm
Tel.: +46 8681 94 51
Email: ewa.andersson@tillvaxtverket.se

www.tillvaxtverket.se

2.4.2.1 Objectives and Rationale of the Program

The Regional Cluster Program is basically aiming at the
strengthening of regional systems of innovation through the
support of cluster initiatives that are looking to strengthen
their renewal capacity and competitiveness by means of
commercial collaboration, cluster expansion and network-
ing (overall objective). A successful cluster is considered
to be an important generator for regional and national eco-
nomic growth and a powerful tool to achieve international
competitiveness. In this regard the specific operational ob-
jectives of the program include:

* The support of international competitiveness of cluster
initiatives and their participating companies in terms of
their exports, sales, number of international contacts,
acquisitions, establishments, cost-reducing exports, etc.

* The contribution to a strengthened knowledge and
method development of regional clusters in the sense of
an increased awareness in the cluster initiatives and their
regions of their potential for economic development.

The program is directed towards business driven cluster ini-
tiatives that have their operative management in Sweden.
Participation of companies and their capacity for renewal

of products, services and/or applications are key criteria for
support. They are expected to collaborate with both local
and regional actors as well as universities in order to create a
platform for sustainable growth.

Since its inception the program has mainly supported ma-
tured cluster initiatives that have already featured a well-
developed collaboration between the relevant stakeholders
which had a national reputation in their area of expertise
and were in the phase of internationalization and business
development. But support has also been provided to clus-
ter initiatives in an early stage of development if their efforts
were focused on creative links between different industry
sectors respectively areas of expertise. In the course of the
program lifetime focus of the program agency has shifted
towards linking mature clusters with one another and re-
search and knowledge actors to support the development
of new business opportunities and industry development.

2.4.2.2 Target Group of the Program

The target group of the program are business-driven cluster
initiatives with companies at the core that are supported by
educational institutions (e.g. universities) and public bodies.



2.4.2.3 Term of the Program, Financial Aspects and Application Procedure

2.4.2.4 Instruments

Besides grant funding for the establishment and manage-
ment of the cluster initiatives and smaller projects (e.g. on com-
mercialization of research results, internationalization and the
promotion of the cluster organization) technical assistance
is provided by Tillvaxtverket through seminars and trainings
as well as by consultancy services for individual clusters. The
program owner also plays an active role in linking cluster initia-
tives with other initiatives and decision makers at the regional
and national level; in this context Tillvaxtverket cooperates for
example with Reglab® in Sweden. According to an evaluation
report of 2010 “the program’s way of working [with technical
assistance instruments to support knowledge development],
using an on-going dialogue with the initiatives and process
managers, represents the major difference compared with
other programs. This is an important reason why the method
support has been so well received by the participating initia-
tives. [...] The increased knowledge has led to better use of
various tools such as business plans and strategies.”’

50 For further details on the activities of Reglab please see www.reglab.se.
51 Tillvéxtverket, 2010: Halvtidsutvardering Klusterprogrammet 2006-2010 (Halfway Evalua-
tion. The Cluster Program 2006-2010), p. 19

2005 to 2010

EUR 6.8 million (SEK 61 million)

Grant funding and technical assistance

No

There are no calls for proposals.

Yes

Three years plus an extension of two years.

EUR 150,000 p.a.

* Max. 50 % funding from the program
* Min.50% private sector or local/regional public,
EU structural funds co-financing

* Impact on industry sector and companies
* SME focus/SME participation in activities
* Long-term commitment of regional stakeholders

2.4.2.5 Results and Impact of the Program

In 2010 the program supported 19 cluster initiatives origi-
nating from various industrial sectors.>> The clusters differ
in terms of number of active members and composition
of membership. The mid-term evaluation of the program
(covering twelve cluster initiatives that have received fund-
ing in the period 2006-2008) concluded that in all initiatives
companies, academia and public stakeholders collaborated.
In the course of the program implementation the business
community has gradually come to play a more and more ac-
tive role in the cluster management and in the performance
of the activities. They have recognized the added-value that
derives from their participation. As a result the initiatives
have become more business-minded, more company-driv-
en and work more with internationalization. Member com-
panies stated that they have seen positive effects from their
cluster membership in terms of new transactions, clients
and markets. Three quarters of the interviewed companies
claimed that their expectations towards cluster member-
ship have been met in a satisfactory or highly satisfactory

52 For a list of all cluster initiatives please see http://www.tillvaxtverket.se/huvudmeny/insat-

serfortillvaxt/flerochvaxandeforetag/klusterprogrammet/lankartillklusterinitiativeniklusterprogram -

met.4.21099e4211fdba8c87b800017784.html



manner. Companies that were partner in one of the cluster
initiatives grew at a faster rate than comparable companies
in the respective industries on a national level. However, only
the matured cluster initiatives developed a national and/or
international perspective, while the early-stage clusters were
of a more regional character overall.*®

Technical assistance for method and knowledge support
has had the greatest impact on the cluster initiatives, while
financial support from the program was more important in
the early stages of a cluster’s development.> The evaluation
report concludes that once the early stage has been past,
the program should step aside as financier and local and

INDICATORS

regional stakeholders should subsequently fund the cluster
initiative together with the members.> The cluster initiatives
continue to depend strongly on public regional funding in
order to perform their activities. While it is not realistic to
imagine cluster initiatives and their activities being funded
entirely by membership fees and revenue from external proj-
ects, there is a need for long-term public funding.>®

2.4.2.6 Monitoring and evaluation system

The following main indicators are used to measure the per-
formance of the program:

* Number of cluster initiatives and meeting areas that are funded

* Number of needs-driven interface activities that are funded

* Targets for funding, i.e. number, or paid funds

» Number of network meetings with cluster initiatives to share knowledge and experiences (at least two p.a.)

* Number of studies performed in areas that are central to cluster initiatives, regions and the agency

* Implementation of international benchmarking and exchange of experiences via OECD, EU and TCI

e 70 per cent of the cluster initiatives’ businesses should have increased their capacity for renewal through new

products/services/processes

» 70 per cent of the cluster initiatives’ companies have increased their turnover. The companies should have

outperformed the overall industry index.

» 70 per cent of the cluster initiatives should have attracted resources in the form of more companies (new

companies, spin-offs, foreign investment) and/or R&D resources
» 70 per cent of the cluster initiatives should have been working with sustainability issues from a profitability

perspective

» 80 per cent of the cluster initiatives have expanded their international collabora-tions, 70 per cent should have

participated in EU programs

* 90 per cent of the cluster initiatives should have knowledge/experience to support the agency or other cluster

initiatives through the agency at network meetings
» 80 per cent of the concerned authorities feel that the cooperation has created added value and contributed to

important information on cluster and innovation activities

» 70 per cent of the cluster initiatives have increased their international competitiveness

Contribution to the development of knowledge and methods for cluster proc-esses

» 70 per cent of the cluster initiatives and regional promoters say that they have gained knowledge/method

knowledge of cluster development

53 Tillvéxtverket, 2010: Halvtidsutvardering Klusterprogrammet 2006-2010 (Halfway Evalua-
tion. The Cluster Program 2006-2010), pp. 17, 19, 22-23, 26
54 Ibid,, p. 30

Contribution to the increased coordination between regional and national efforts focusing on clusters and innovation

55 Ibid., p. 21
56 Ibid., p. 7



Beneficiaries are monitored by means of regular written re-
ports, regular meetings with the program owner and regular
independent evaluations. Independent evaluations of the
program are carried out every 24 months.

2.4.2.7 Context of the program

The program official assessed the relevance of the program
for the overall national economic/industrial development
strategy as low because it is not embedded in an overall
strategy as there is no Swedish national innovation strategy
for the time being. However, this does not mean that the

How important is the cluster program in relation to...

...the overall national economic/industrial development strategy?

...other R&D/innovation programs?

0 = not important at all ==> 4 = very important

Swedish national government does not attach any impor-
tance to cluster policy. Already in 2001 a government com-
munication on regional development policy stressed the im-
portance of linking work on clusters and innovation systems
with regional development programs.®’ The development of
a national cluster policy has recently got new momentum,
so that the program official’s assessment may change in the
future. The low relevance in relation to other R&D/innova-
tion programs was explained through the strategic focus of
the program which is about business development and less
about R&D and innovation (see table below).

EIENEEIES
X

Table 29: Relevance of the Regional Cluster Program in the overall policy setting

Notwithstanding its small relevance the program is accord-
ing to the program official well-coordinated with other na-
tional R&D programs, while the coordination with other busi-
ness development programs is — given the strategic focus of
the program - surprisingly weak (see figure below).

With R&D programs

4

With business

With infrastructure

development programs

0 = coordination is weak ==> 4 = coordination is strong

programs

Figure 3/: Coordination of the Regional Cluster Program with other Swedish funding programs

57 Ibid., p. 8 (Government Communication 2001/02: 4: En politik for tillvaxt och livskraft i hela
landet (A policy for growth and vitality throughout the country)
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2.5 FINLAND

2.5.1 THE CENTRE OF EXPERTISE PROGRAM (OSKE, 0SAAMISKESKUSOHJELMA)

Centre of Expertise Program (OSKE, Osaamiskeskusohjelma)

Finland

Ministry of Employment and the Economy

Riikka Pellikka
P.0.Box 32

FI-00023 Government
Tel.:+358 503027671

Email: ritkka.pellikka@tem.fi

www.oske.net

2.5.1.1 Objectives and Rationale of the Program®®
Based on the Regional Development Act (602/2002) the
Centre of Expertise (OSKE) program aims at focusing re-
gional resources and activities on new areas of strategic im-
portance. It shall improve the conditions for investment in
and development of internationally competitive business
and research operations that demand a high level of exper-
tise. The program history dates back until 1994 and can be
distinguished in two periods:

The OSKE program 1994-2006

The overall objective of the OSKE program in this period
was to support regional economic development through
the support of centres of expertise. The core function of
a center of expertise was to initiate and coordinate coop-
eration among research institutes, universities, technology
center, the business sector and various providers of fund-
ing in selected fields of expertise. The centres were usually
managed by a non-profit public body. Each center imple-
mented its own program based on the development needs
of companies and other institutions within the regional
system of innovation it was located in. Thus, strategies and

58 Government of Finland, 2005: Osaamiskeskuhsohjelma 2007-2013, Valtioneuvoston eri-
tysohjelmat: Alueiden kehittdmislaki (602/2002), Valtioneuvoston (1224/2002) (Centre of Expertise
Program 2007-2013). Special Government Programs: Regional Development Act (602/2002), Govern-
ment Decree (1224/2002))

objectives of the programs implemented by centres of ex-
pertise were different depending on the regional situation.

The program, which supported 22 centres of expertise
throughout the country (see Figure 38), was successful as
it has encouraged regions to focus their limited resources
on their specific strengths and opportunities. The pro-
gram had a significant impact of job growth, skills devel-
opment and the regional capacity to utilize research and
development resources through the creation of compe-
tence-based clusters. In this context the program also con-
tributed to the creation of permanent operating models
that boosted cooperation among different organizations.
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Figure 38: Centres of Expertise

In the course of the years the nature of centres of expertise
has changed. While at the beginning the centres focused
on the development of regional resources they have trans-
formed from development organizations into expert orga-
nizations in their corresponding areas of competence. They
have achieved a strong position not only regionally, but in
many cases also nationally. However, collaboration among
centres from different regions has remained weak and from
an international perspective they were still relatively minor
players.

The OSKE program 2007-2013
Started as regional development program the OSKE pro-
gram therefore needed to be adapted in order to overcome
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the challenges faced by the centres of expertise. Key chal-
lenges included the effective utilization of regional syner-
gies, the development of common operating models, the
identification and development of internationally significant
clusters as well as international cooperation in research and
development projects. In its current term the OSKE program
is expected to focus activities and create synergies between
centres of expertise.

The key feature of the new OSKE program is not to create
new clusters, but to coordinate already existing regional
clusters, the Centres of Expertise that were created until
2006, through a new “umbrella organization” called Compe-
tence Cluster.
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Figure 39: The organization of a Finnish Competence Cluster

Competence Clusters as Umbrella Organizations for
Centres of Expertise

Superordinated to the centres of expertise the program es-
tablished competence clusters that gather the key organi-
zations at centres of expertise located in different regions,
to collaborate and implement strategic development pro-
grams. A competence cluster will enable the more effective
utilization of fragmented national expertise-based resources
and, at the same time, increase the ‘critical mass’ required
for research and product development thereby creating
more attractive centres of expertise. Competence clusters
will collect currently fragmented regional resources, make
their utilization more efficient, and create a new, effective
channel for the dissemination of knowledge and expertise
for the benefit of regional business and research. A national,
cluster-based alliance of the best centres of expertise will
channel the attention of the regions away from competi-
tion with each other and towards intensifying international
competition. Cluster-based collaboration among centres of
expertise will also sharpen regional specialization and the di-
vision of duties. Networking will also encourage universities
to specialize in strong fields of research, and thereby also to
increase co-operation between institutes located in different
regions.

Managed by a cluster coordinator, who is based at a Centre of
Expertise, a competence cluster comprises complementary
fields of expertise of at least two centres of expertise located
in different areas. Today the program is implemented by 13
national competence clusters (see Figure 40), each of which
comprises four to seven regional centres of expertise.® Rath-
er than aiming comprehensively to develop entire industrial
sectors, a competence cluster seeks to develop its more
functional fields of top-level expertise or promising new sec-
tors worthy of development, through which the centres can
work together to develop the competitiveness and business
of the whole cluster. The fields of expertise contained in the
clusters may include not only technology-based sectors but
also other areas such as the service sectors or the so-called
creative sectors.

A competence cluster must have a management team that
controls and supervises cluster (and coordinator) activity. If
necessary, a cluster may also have a broader-based commit-
tee that meets less often, and which sets operational targets
and encourages the commitment of different organizations.

59 For further information about the different competence clusters please see www.oske.net/

en/competence_clusters/.
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Figure 40: Competence Clusters

The role of the Centres of Expertisein a

Competence Cluster

A Centre of Expertise represents top-class expertise in terms
of a nationally significant and high-level cluster of skills. A
Centre of Expertise is a network of organizations in a region,
which, together with other parties in the competence clus-
ter, implements the national Centre of Expertise Program,
relying in its operations on the region’s network of compa-
nies, universities, research institutes and technology centres.
The objectives and procedures of centres of expertise are
defined based on the needs and opportunities of companies
and other participants in the innovation system, both at a
regional and cluster level.

The functions of a Centre of Expertise include:

* To utilize and disseminate top-class expertise within their
competence cluster and region,

* To increase collaboration among companies, high-level
research and education and other public bodies in
strategically important fields of expertise,

* To create a long-term strategy for innovation based on
the needs and opportunities in the region together with
other centres of expertise in the cluster,

* To prepare a wide range of company-based public-
private projects for the implementation of innovation
strategy (Competence Cluster Program) and to accelerate
regional development,

* To catalyze growth and internationalization in existing
companies with development potential, and to boost the
use of public and private innovation services, and

* To promote the development of creative innovation
environments, characterized by effective collaboration
and a dynamic of constant development.

A centre of expertise must have a management team
that controls and supervises the activity of the implement-
ing organization during the program. A centre of expertise
may also have a committee that sets operational targets and
encourages the commitment of different

organizations in the region.

The objectives of the OSKE Program
The overall objective of the OSKE program is

* To create new innovations, products, services, companies
and jobs based on top-class expertise,

* To support inter-regional specialization and division of
duties in order to create internationally competitive
centres of expertise and

* To increase the attraction of regional innovation



environments in order to lure international companies,
investments and leading experts to the region.

In order to achieve these objectives the OSKE program

* Will focus on the development of selected competence
clusters and internationally high-level centres of expertise,

* Will utilize top-class regional expertise to strengthen the
longer-term competitiveness of companies and to create
new business,

 Will increase the national and international networking

of centres of expertise,
* Will collect any regional, national and EU resources
available for the development of selected key sectors and
* Will ensure that regions are better prepared to utilize
nationally and internationally tendered R&D funding.

2.5.1.2 Target Group of the Program

Target group of the program are Centres of Expertise.

2.5.1.3 Term of the Program, Financial Aspects and Application Procedure

25.1.4 Instruments

Basic funding is intended for the development of compe-
tence clusters and their related centres of expertise ap-
proved for the program. Basic state funding can be used
for the co-ordination of competence clusters and centres of
expertise (the organization, administration and communica-
tion of co-operation between organizations), as well as for
the preparation of projects based on the program aims and
for partial funding of top-level projects.

2007-2013

Grant funding
No

No

Yes

12 months

EUR 140,000

» Combination of public funding from different national ministries and
regional authorities
* Max. 50% from the OSKE program

* Impact on industry sector and companies
» Knowledge and/or technology transfer

2.5.1.5 Results and Impact of the Program

The OSKE program strengthens collaboration between
Centres of Expertise and thus contributes to the further
strengthening and exploitation of regional innovation po-
tentials. The program has activated the regions to focus on
their strengths and helped them to understand themselves
as a part of the national system of innovation. Although ex-
pectations regarding larger and more “powerful” projects
have not been fully met yet (it is expected that the expecta-
tions will be met in the future as the development of such
projects takes some time), the program has been al
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ready successful in facilitating cross-sectoral projects.®

The reason for the small number of projects that reflect a
critical mass for “large-scale” innovations might be found in
the fact that “many stakeholders do not consider all Centres
of Expertise in the competence clusters to be of excellent
quality. Regional policy considerations have led to the selec-
tion of clusters that are not considered to be excellent. [...]
The difference in quality hampers the collaboration between
the Centres of Expertise within a particular Competence
Cluster"s'

2.5.1.6 Monitoring and evaluation system

Thus, the program supports a number of “sub-critical clus-
ters [...] which cannot (yet) be labeled as excellent clus-
ters ready for international competition”®? However, “[the]
umbrella function of the OSKE program helps fostering
the linkages between companies in more ‘remote’ ar-
eas and companies in the more advanced urban areas"$

The following main indicators are used to measure the performance of the program:

INDICATORS

e Jobs

¢ New networks
¢ Products

e Services

* Processes

» Competitive funding from national and international networks and resources

* Better employment
* Economic growth

Beneficiaries are monitored by means of regular written
reports, regular meetings with the program owner, regular
independent evaluations and regular independent bench-
marking exercise.

Independent evaluations of the program are carried out ev-
ery three years.

How important is the cluster program in relation to...

...the overall national economic/industrial development strategy?

...other R&D/innovation programs?

60 Email information from Riikka Pellikka and Pirjo Kutinlathi, Ministry of Employment and the
Economy
61 Patries Boekholt, 2010: The OSKE Program in International Perspective, in: Ministry of Em-

ployment and the Economy, 2010: Osaamisklusterit alueiden voimien yhdistajana. Osaamiskeeskuso-
hjelman (2007-2013) véliarviointi, pp. 35-36)

2.5.1.7 Context of the program

The OSKE program is an important pillar of the national in-
novation policy and in particular of the national regional de-
velopment strategy.

It is the key program in terms of developing regions by using
a cluster approach. The program is a mix of supporting bot-
tom-up driven regional cluster development and a central-
ized approach in which the national government supports
specific national industries by using technological criteria or
network-quality criteria as a basis for a decision on support.**

BB ENE BN
X

0 =not important at all ==> 4 = very important

Table 30: Relevance of the OSKE program in the overall policy setting

62 Ibid., pp. 37-38
63 Ibid. p. 38
64 Ibid,, p. 35



The coordination of the program with other funding pro-
grams depends on the policy field. While coordination with
other national R&D programs is assessed as good, coordina-
tion with infrastructure programs and in particular with busi-
ness development programs should be improved in order to
have increased synergies between the different programs.

With R&D programs
4
1
With business With infrastructure
development programs programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 41: Coordination of the OSKE program with other Finnish funding programs

2.5.2 STRATEGIC CENTRES FOR SCIENCE, TECHNOLOGY AND INNOVATION
(SHOK, STRATEGISEN HUIPPUOSAAMISEN KESKITTYMAT)

Strategic Centres for Science, Technology and Innovation (SHOK, Strategisen huippuosaa-
misen keskittymat)

Finland

Tekes — The Finnish Funding Agency for Technology and Innovation
Marita Paasi

Kyllikinportti 2

FI-00101 Helsinki

Tel.: +358 1060 55 724

Email: marita.paasi@tekes.fi

www.tekes.fi/en/community/Strategic Centres for Science_Technology and Innovation/360/
Strategic Centres for Science_Technology and Innovation/1296




2.5.2.1 Objectives and Rationale of the Program®

The SHOK program's roots are in a Government resolution of
April 7, 2005 concerning the structural development of the
public research system. This resolution called for a national strat-
egy to create and consolidate internationally competitive cen-
tres of excellence in science, technology and innovation (STI)
under the supervision of the Science and Technology Policy
Council of Finland. The strategy to set up the Strategic Centres
for Science, Technology and Innovation (SHOK) program was
presented in June 2006.

The overall objective of the program is to establish interna-
tional Strategic Centres of Excellence in STl in key competence
areas with regard to future needs of the business sector and so-
ciety. The centres are expected to renew industry clusters and to
create radical innovations. It was decided to establish Strategic
Centres in the areas of energy and environment, metal products
and mechanical engineering, forest cluster, health and well-be-
ing and ICT industries/services.

In order to achieve the overall objective the following opera-
tional objectives have to be achieved by the program:

1. Leading Finland-based enterprises, universities, research in-
stitutes and financing organizations commit themselves to
the activities and objectives of the Centres and allocate re-
sources in the long term to strategically chosen, top-quality
Centres of an international standard.

2. Centres engage in dynamic and interactive RDI activities, ...
the results of which will be exploited efficiently and exten-
sively. Research activities of the Centres will anticipate the
needs of society and the business sector over a time span of
five to ten years.

3. High quality competence in STl and its reputation attract in-
novative and globally leading enterprises and top-ranking
experts to Finland.

Strategic Centres for Science, Technology and Innovation are
selected for support from the SHOK program if they meet the
following criteria:

* The Strategic Centres of Excellence in STI have to be very
significant with regard to their potential for the national
economy and society as well as their R&D investment.

* The centres must have sufficient human and financial
resources at their disposal. As soon as their operation has
been established and stabilized, the overall financial

volume of each centre should be some EUR 50-100

65 Science and Technology Policy Council of Finland, 2006: Strategic Centres of Excellence
in STI and Tekes website (www.tekes.fi/en/community/Strategic_Centres_for_Science__Technol-
ogy_and_Innovation_(SHOK)/360/Strategic_Centres_for_Science__Technology_and_Innovation_
(SHOK)/1296).

million per annum, depending on the subject area and
activities.

* The centres must be based on applications that are vital
with regard to the future of the field in question. Applica-
tion-based approach means that the RDI activities of
each centre are based on a combination of a variety of
competences. The important role of innovation activities
also presumes that the centres are supplemented by
operational environments, where new applications and
ideas can be piloted and tested in circumstances that are
as real as possible.

* The core competence for the centres must be found in
Finland. All centres must have the potential to be among
the best in the world. The centres must be internationally
credible and renowned, and they must be able to attract
the best experts and enterprises in the field throughout
the world. Therefore, they must be globally networked
and co-operate actively in the international framework.

* The centres are based on the strong commitment of the
key enterprises, universities, research institutes, financiers
and ministries in the respective subject areas. Their
operations and funding are long-term by nature. This
facilitates the centres to maintain their competitive edge.
The centres and parties involved must have a clear,
shared and goal-oriented vision and a focused strategy.

2.5.2.2 Operation of the Strategic Centres for Science,
Technology and Innovation

Each Strategic Centre has a multidisciplinary outlook and
involves different sectors industry and society. Research and
its commercialization through new technologies and innova-
tions are at the core of the centre’s work that is guided by a
centre-specific research program. Through their research pro-
grams, which are jointly developed by the stakeholders of the
centres, the centres are expected to generate sufficient criti-
cal mass and combine versatile competences for achieving
world-class expertise and global breakthroughs. They should
facilitate long term strategic research and contribute to
speeding up of the innovation process. Research carried out
by the centres is strategic, pre-commercial and as a rule not
associated with short-term market goals. The research aims to
meet the needs of Finnish industry and society within a five-
to-ten-year period.

The activities of a centre are coordinated by a non-profit lim-
ited company that is jointly owned by the stakeholders of
the centre including relevant companies, universities and re-
search institutes. In addition each centre hosts also a virtual
research organization. Centres provide a permanent coop-
eration and interaction forum for companies and research



organizations. Technology, service providers and end-users
cooperate in the research programs of the individual centres,
which promote demand and user orientation of innovation
processes. Centres will also act as gateways to international
cooperation and as avenues for training and recruitment.
Tekes also participates in the coordination of the centres as
a whole and in the cooperation forum between the centres.

Public funding organizations have made a commitment to
providing funding for the centres in the long term. Tekes and

the Academy of Finland® are key public funding providers
of the centres.

WhileTekes supports the centre’s research programs and proj-
ectsinitiated by companies, the Academy of Finland funds re-
search carried out in the areas of the centre’s fields of activity.

2.5.2.3 Target Group of the Program
Groups of relevant companies, universities and research in-
stitutes.

2.5.2.4 Term of the Program, Financial Aspects and Application Procedure

Since 2006

EUR 180 million p.a.

Grant funding and loans

Yes (energy and environment, metal products and mechanical engineering, forest

cluster, health and well-being and ICT industries/services).

No. Project applications can be submitted at any time.

Yes

60 months

There is no maximum amount.

* Up to 75% contribution from the SHOK program for the establishment of
the centres and research carried out by them.

* In addition to the SHOK funding additional research/innovation projects are
financed from other national programs (e.g. the Academy of Finland) or

EU programs.

Overall companies are expected to co-fund an average of 40% of the research.

* Impact on industry sector and companies

* Impact on society

» Knowledge and/or technology transfer

66 The Academy of Finland funds high-quality scientific research and acts as a science and sci-

ence policy expert. For further details please see www.aka.fi/en-GB/A/Academy-of-Finland/.



2.5.2.5 Instruments

Financial support is provided for the establishment of the
centres and the research carried out by them. Tekes is also
providing technical support through coordinating the cen-
tres as a whole and participation in the cooperation forum
between the centres.

2.5.2.7 Monitoring and evaluation system
The following main indicators are used to measure the
performance of the program:

2.5.2.6 Results and Impact of the Program

There are six Strategic Centres for Science, Technology and
Innovation in the areas of energy and environment, metal
products and mechanical engineering, forest cluster, health
and well-being and ICT industries/services.” 128 companies
are involved in the centres which have set up a total of 13
research programs (figures of 2009). Within each Strategic
Centre, some EUR 40-60 million annually are invested in re-
search.®® An evaluation of the results and the impact of the
program will be carried out in 2012-2013.

INDICATORS

» Creation of new public-private partnerships

 Creation of joint long-term strategic research
* Increase in R&D investments and resources

* Increase in quality, risk level and areas of RTl activities

* Results of the SHOK RTI programs:

» New products and services, process innovations, patents, internationalization and networking effects,

growth and innovations in businesses
* Results of the SHOK cluster program:

* Increased cooperation and visibility of clusters, speeding-up of innovation processes

* Renewal of clusters and industries
* Creation of new national competence areas

* Promotion of economic growth and employment

Beneficiaries are monitored by means of regular written re-
ports, regular meetings with the program owner and regular
independent evaluations.

An evaluation of the whole SHOK program as well as of indi-
vidual SHOK clusters is being planned during 2011 and will

How important is the cluster program in relation to...

...the overall economic/industrial development strategy?

...other R&D/innovation programs?

0 = not important at all ==> 4 = very important

Table 31: Relevance of the SHOK program in the overall policy setting

be executed in 2012-2013. The final set of indicators to be
used in the evaluation is under preparation.

2.5.2.8 Context of the program

The relevance of the SHOK program in the overall policy set-
ting is very high which also reflects in a good coordination
with other programs (see table and figure below)

DR
X

67 For an overview of the centres please see www.tekes.fi/en/community/Strategic_Centres_
for_Science__Technology_and_Innovation_%28SHOK%29/360/Strategic_Centres_for_Science__
Technology_and_Innovation_%28SHOK%29/1296.

68 www.tekes.fi/en/community/How_do_Strategic_Centres_work/631/How_do_Strategic_
Centres_work/1557
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With R&D programs

4
2
With business With infrastructure
development programs programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 42: Coordination of the SHOK program with other Finnish programs

2.6 ICELAND

2.6.1 VAXTARSAMNINGUR (GROWTH AGREEMENTS)

Vaxtarsamningur (Growth Agreements)

Iceland

Ministry of Industry, Energy and Tourism
Elvar Kndtur Valsson

Arnarhvoli

IS-150 Reykjavik

Tel. +354 545 8500

Fax +354 562 1289

Email: elvar.knutur.valsson@idn.stjr.is

www.vaxvest.is, www.vaxtarsamningur.is

2.6.1.1 Objectives and Rationale of the Program * Strengthening of cooperation among companies, univer-
The overall objective of the program is to promote innova-  sities and government agencies to enhance innovation
tion and strengthen the competitiveness of regions through ~ and development for companies and industries;
networking and cluster co-operation among firms, R&D insti- ¢ Promotion and support of clusters and cluster initiatives
tutions, universities, municipalities and the government. In  in the region and regional expertise in predefined strong
order to achieve this objective the program pursues the fol-  holds;

lowing operational objectives:




* Increasing the number of companies, jobs and supply of
regional products and services;

* Support of export promotion activities;

* Participation in international projects with the aim of
supporting regional strongholds;

* Attracting foreign direct investment and expertise
knowledge.

The program puts specific emphasis on the support of re-
gional competitive advantages, such as renewable energy,
food, tourism, fisheries, agriculture, health technology,
clean-tech and biotech.

In order to implement the program the Ministry of Indus-
try concludes so-called “Growth Agreements” with regional
development agencies. These growth agreements detail
responsibilities of both ministry and regional development
agency. While the ministry’s role is restricted to supervising
and the provision of funds for projects, the actual implemen-
tation lies with the regional development agency:

* The Ministry of Industry appoints five persons to a man
agement board of each growth agreement and finances
up to 50 per cent of eligible costs of individual projects
that are developed in the context of the growth agree-
ments.

The regional development agency is responsible for the
execution of the growth agreement. They publish open calls
for proposals, process grant applications and propose proj-
ects to the management board for final evaluation. Adminis-
trative costs of the growth agreements shall be paid from the
annual budget of the regional development agency that is
financed through the state general budget.

2.6.1.2 Target Group of the Program

The target group of the program includes companies, R&D
institutions, universities and municipalities that collaborate
in joint initiatives for the benefit of regional development.

2.6.1.3 Term of the Program, Financial Aspects and Application Procedure

2010-2013 (current funding period)

EUR 3.8 million (ISK 645 million)

Grant funding

No

Three times a year

Yes

There is no maximum funding period

There is no maximum amount.

* Upto50% funding from the program

* Impact on industry sector and companies
* SME focus or SME participation in activities
* Structure and members of consortium



2.6.1.4 Instruments

The program provides grant funding for projects that focus
on innovation, research and development with clear focus
of marketing/sale/exporting new or improved product and/
or services.

Eligible costs include for example wages and benefits, exter-
nal services, travel and meeting costs, marketing research,
business planning, product/service development and ex-
port activities. The growth agreement does not finance in-
vestment in materials, equipment or other inputs which is
part of product for sale as well as investment in production
processes incl. buildings and related equipment.

2.6.1.5 Results and Impact of the Program

As of 2009 15 cluster organizations benefited from the pro-
gram. 300 SME and 10 Non-SME as well as three universities
and nine research institutions and 30 public entities partici-
pated in the one of the clusters. 16 R&D projects were sup-
ported by the program in 2009. Program officials label the
program as quite successful in terms of R&D investment, new
products/services, growth of employment, skills develop-
ment and growth of the cluster initiatives (see figure below).

R&D investments of companies

4

Growth of the cluster
(new memberships)

Skills development of cluster
members

International activities of cluster
members

New products, services and/or
processes

Growth of turnover of companies

Growth of employment

0 = results are poor ==> 4 = results are excellent
Missing values are due to the fact that there is no evidence available yet.
This does not mean that there are no effects at all.

Figure 43: Results of the program that were achieved in 2009




2.6.1.6 Monitoring and evaluation system

The program is evaluated every 24 months. Beneficiaries are monitored by regular written reports pre-
pared by the beneficiary, by regular meetings with the pro-
The following indicators are used to monitor the perfor- gram owner and regular independent evaluations.

mance of the program:

INDICATORS

Number of new products and/or services
Number of PhD projects beneficial to private sector/cluster initiative in the region
Number of spin-offs

Qualitative measures: measuring of the economic value of the above mentioned indicators

Number of cooperative/joint projects between companies
Number of triple-helix projects
Total number of companies actively participating in projects

Average number of participating companies in supported projects

Participating companies matching grant: private vs. public funding in per cent

Total amount of international grants/funding received (competitive calls for example)
Average budget of supported projects

Number of jobs created linked to cluster initiatives

Number of spin-offs/start-up companies

Effect on unemployment rate
Qualitative indicator: perception of benefits (participants, stakeholders)

2.6.1.7 Context of the program According to program officials the coordination of the pro-
Although the program is an important regional develop- gram is neither weak nor strong. However, improvements in
ment program of the Ministry of Industry, Energy and Tour-  terms of effectiveness and efficiency of the program might
ism, it is of rather medium relevance in the context of the be achieved through an improved coordination.

overall national policy setting.

How important is the cluster program in relation to... "
o . . X o

...the overall economic/industrial development strategy?

...other R&D/innovation programs? . . . X .

0 =not important at all ==> 4 = very important

Table 32: Relevance of Vaxtarsamningur in the overall policy setting



With R&D programs

4

i

With infrastructure

With business
development programs

programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 44: Coordination of Vaxtarsamningur with other national funding programs

2.6.2 STRATEGIC RESEARCH PROGRAM FOR CENTRES OF EXCELLENCE AND RESEARCH CLUSTERS

Strategic Research Program for Centres of Excellence and Research Clusters

Iceland

The Icelandic Centre for Research (RANNIS)

Thorvaldur Finnbj6rnsson

Head of Analysis, Evaluation and Indicators

Laugarvegi 13

IS-101 Reykjavik
Tel.+354 515 5808
Email: thorvald@rannis.is

WWW.rannis.is

2.6.2.1 Objectives and Rationale of the Program

In December 2007 the Icelandic Science and Technology Pol-
icy Council (STPC) issued a decision that identified scientific
and economic areas in which the country has the potential
to achieve global competitiveness.®®

The collaboration of companies, universities, public institu-
tions and social groups was considered as a key success fac-
tor in this regard. The STPC also concluded that high quality

69 The Science and Technology Policy Council of Iceland: Challenges and Objectives in Science,

Technological Development and Innovation, December 2007

manpower, facilities and equipment is not available across
all fields of science in a community counting approx. 5 thou-
sand FTE's in research. International cooperation and inter-
disciplinary efforts are important countermeasures.

The STPC decision identified the following areas respectively
actions as important spheres of activity:



* Reinforcing research on education with a view to
develop the educational system and make it respond more
swiftly to increasing demands of knowledge, efficiency,
creativity, initiative and flexibility.

* Promoting innovation as a feasible alternative for invest-
ment and to encourage domestic and foreign investors to en-
gage in the support of innovative companies including SMES.

* Facilitating research on the national heritage its old manu-

scripts, literary culture, language and contemporary culture

along with the present emphasis on international efforts and
image of Iceland as a dynamic forward-looking nation.

Boosting research into successful alternatives in preven-

tive efforts against social epidemics as well as in health

improvement, rehabilitation, novel approaches in health
services, pharmaceuticals and safe food.

Increasing research in support of a sustainable utilization

of natural resources on land, offshore and in the ocean.

Increasing multidisciplinary research with extensive

private support into the probable and extensive impacts on

the natural and social environment through global warming.

Increasing research on the infrastructures of our society

with emphasis on its characteristics and uniqueness.

Increasing attention towards creative industries in which

innovation, on-the edge information technology, culturalac-

tivities and entertainment merge with economic activities and
investment, creating new companies and job opportunities.

2.6.2.3 Term of the program, Financial Aspects and
Application Procedure

In this context the Icelandic Centre for Research (RANNIS), a
government agency that reports to the Ministry of Educa-
tion, Science and Culture, set up the program “Strategic Re-
search Program for Centres of Excellence and Research
Clusters” in 2008. The overall objective of this program
is to reinforce science and technology research, encourage
successful collaboration between different parties nation-
ally, as well as internationally, and actuate value creation and
investment in research and innovation in the economy. The
centres of excellence or the research clusters that will receive
financial support should have the chance to be outstanding
internationally.

In a first round RANNIS called for proposals for centres of ex-
cellence or research clusters. To further develop these pro-
posals up to ten of them could be supported with a grant of
EUR 5,600 (ISK 1,000,000). They were offered to submit full
proposals by October 2008. The maximum grant amount is
80 million ISK per year for up to seven years. Funding was
eventually granted to three Centres of Excellence and Re-
search clusters: GEORG - Geothermal Research Group, llIIM -
Icelandic Institute for Intelligent Machines and EDDA - Cen-
tre of Excellence in Critical Contemporary Research at the
University of Iceland.

2.6.2.2 Target Group of the Program
Target group of the program includes cluster-like collaborations
between companies, universities and research institutions.

2009-2015
EUR 6.8 million (ISK 1.12 billion)

Grant funding

No

Yes (there was a call at the beginning of the program)

Yes

7 years

EUR 3.4 million (1SK 560 million)

* Upto 25 per cent

* Impact on industry sector and companies

* Impact on society (non-economic effects)

* SME focus or SME participation in activities
 Technology or scientific area of cluster

* Knowledge and/or technology transfer



The program provides grant funding to support the estab-
lishment/operation of a cluster management organization,
collaborative R&D projects, commercialization of research
results, SME participation, training and education and inter-
nationalization activities.

2.6.2.5 Results and Impact of the Program

Due to the young age of the program (it started in 2009) there
are no results and impacts measurable at the moment. Funding
is provided for three Centres of Excellence and Research clus-
ters: GEORG - Geothermal Research Group, llIM - Icelandic Insti-
tute for Intelligent Machines and EDDA - Centre of Excellence in
Critical Contemporary Research at the University of Iceland. All in

all they include eight SME, three Non-SME, two universities, two
R&D institutions and three training and education providers.

2.6.2.6 Monitoring and evaluation system
The program will be evaluated after three years.

The following indicators are used to monitor the performance of
the program:

Beneficiaries are monitored by written reports, regular meetings
with the program owner and by regular independent evaluati-
ons.

Asked about the coordination of the program with other

INDICATORS

* Publications
* Trainees
* Start-ups

Increased number of jobs

Increased number of start-ups

Educational benefits
* International cooperation

Social and economic impact

International networking

2.6.2.7 Context of the program

According to program officials the program is due to its “clus-
ter nature” at an experimental stage. Although quite impor-
tant from a policy point of view the moderate budget limits
its relevance in terms of the overall policy setting.

How important is the cluster program in relation to...

...the overall economic/industrial development strategy?

...other R&D/innovation programs?

0 =not important at all b 4 = very important

Sustainable clusters in the supported areas

Increased number of scientists in specific fields

Increased competitiveness in supported areas

o | 1 2] 3[4
. X . . .

. . X . .

Table 33: Relevance of the Strategic Research Program for Centres of Excellence and Research Clusters in the overall policy setting
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funding programs program officials reported a good coor- rather weak.
dination with infrastructure programs, while the coordina-
tion with business development programs was assessed as

With R&D programs
4

With business With infrastructure
development programs programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 45: Coordination of the Strategic Research Program for Centres of Excellence

and Research Clusters with other funding programs



2.7 POLAND

2.7.1 POLISH CLUSTER SUPPORT

Polish Cluster Support (different programs)

Poland

Polish Agency for Enterprise Development

Grazyna Buczynska

Chief Expert Innovation and Technology Unit

ul. Panska 81/83

PL-00-834 Warszawa
Tel.+48 22 43280 80
Fax +48 2243262 20

Email: grazyna_buczynska@parp.gov.pl

www.parp.gov.pl

2.7.1.1 Objectives, Rationale, Target Groups and
Instruments

On September 4th 2006 the government adopted the “Strat-
egy for Increasing the Innovativeness of the Economy, 2007-
2013"thatidentified the need of support for clusters. The Polish
government considers the support of clusters as“an important
component element in several spheres of economic policy,
most especially those connected with innovation, regional de-
velopment and industry”’® A specific feature of cluster policy
in Poland is the interest of the government in linking clusters
and cluster policy more closely with the development of spe-
cial economic zones.”' These are areas in which business activ-
ity may be conducted under preferential conditions defined
by the Act on Special Economic Zones of 20 October 1994.7

The support of clusters is provided by a set of different grant
funding and technical assistance programs respectively
projects. They include:

* The Innovative Economy Operational Program,
Measure 5.1 “Support of the Development of supra-
regional clusters”, addresses cluster coordinators to
support investments, training, advisory services and
internationalization activities. The budget of this program
(only Measure 5.1 of the Innovative Economy Operational
Program is EUR 104.3 million in the period 2007-2013).

70 Ministry of Economy, 2010: National Reform Programme: Europe 2020 - Clusters: Cluster-
based Economic Development Policy, p. 2

71 Ibid., p. 13

72 For an overview see Polish Information and Foreign Investment Agency (PAliZ), 2009: A

Guide to Special Economic Zones in Poland

The overall objective of this measure is to support the
development of national clusters and to enhance the com-
petitive position of companies through supporting col-
laborative relationships between companies and between
companies and business environment institutions, including
scientific institutes. Support is available to coordinators of
such collaborations (cluster coordinators) who do not oper-
ate for profit or allocate the profit for objectives relating to
tasks pursued by the Polish Agency for Enterprise Develop-
ment. Beneficiary may be a foundation, registered associa-
tion, joint-stock company, limited-liability company, R&D
institution or an organization of entrepreneurs. To be eligible
a project should involve at least 10 companies of which are
at least 50 per cent SME and at least one R&D institution and
one business support institution. In order to facilitate the
development of supra-regional clusters project participants
have to come from at least two voivodeships (provinces) and
their total share in sales outside this region must be at least
30 percent.

The maximum amount of co-financing per project (can be
up to 100 per cent of total project costs) is EUR 5 million (PLN
20 million) for investments, EUR 250,000 (PLN 1 million) for
training that is related to the investments, 5 per cent of the
total eligible expenditure for operational and administrative
expenses, EUR 100,000 (PLN 400,000) for advisory services.

To support the development of regional clusters the

overnment has set up the Operational Program Develop-
ment of Eastern Poland 2007-2013, Priority 1.4 “Promotion
and cooperation” with Measure 1.4 “Cooperation — cluster
creation and development”. The program is restricted to the




Eastern part of the country, namely on the voivodeships of
Warminsko-Mazurskie, Podlaskie, Lubelskie, S'Wietokrzyskie
and Podkarpackie. Main beneficiary is a cluster manager who
coordinates a cluster consisting of entrepreneurs, universities
and innovation and regional development agencies. The pro-
gram has a budget of EUR 11 million and supports projects
with a minimal value of EUR 500,000 (PLN 2 million) with a
maximum share of program co-funding of 75 per cent.

In addition to the programs described above, there is
also a range of different technical assistance projects.
These projects are like the grant programs part of a
nationwide development program which in this particu
lar case is the Operational Program Human Capital,
Measure 2.1.3 “Development of adaptation potential of
human resources and enterprises”. Completed and still
on-going technical assistance measures are:

To provide clusters and their managers with information

on the possibilities for improved performance and to

deepen the knowledge on the development status and po-
tential of Polish clusters PARP commissioned a benchmarking
project in 2008. The results were published in 2010. 7

73

Polish Agency for Enterprise Development, 2010: Benchmarking klastréw w Polsce - 2010

* PARP has organized numerous regional confer-
ences, cluster exhibitions and working groups
dealing with cluster issues to facilitate the exchange
of information and the creation of projects. Further
more, PARP has published reports and translated
foreign cluster publications into Polish language.

In the context of the PARP project “Cooperation
linkages of Polish enterprises” trainings and advi-
sory services were offered for cluster coordinators
and employees of companies that are cluster mem-
bers or potential cluster members.

2.7.1.2 Term of the Programs, Financial Aspects and Ap-

plication Procedures

The following tables provide information on the two grant

programs:

* Innovative Economy Operational Program, Measure 5.1
“Support of the Development of supra-regional clusters

* Operational Program Development of Eastern Poland 2007-
2013, Priority 1.4”Promotion and cooperation”with Measure
1.4"Cooperation - cluster creation and development”.

Innovative Economy Operational Program, Measure 5.1 “Support of
the Development of supra-regional clusters”

2007-2013
EUR 104 million
Grant funding

No

Twice a year

Yes

There is no maximum funding period.
EUR 5 million

Up to 100 per cent grant funding

* Impact onindustry sector and companies

* SME focus or SME participation in activities
* Knowledge and/or technology transfer

* Budget

* Structure and members of consortium

* Potential for innovation




Operational Program Development of Eastern Poland 2007-2013, Priority
Name of the program 1.4“Promotion and cooperation” with Measure 1.4 “Cooperation - cluster
creation and development”

Term of the program 2009-2015
Budget EUR 11 million

Type of funding Grant funding
Does the program have a specific technol- -
ogy focus?

Are there calls for proposals? Once ayear

Is there a dialogue with applicants about
the improvement of their application prior i\
to the final submission of the application?

Maximum funding period for a project There is no maximum funding period.

Is there a maximum amount of funding an
applicant can apply for?

Financing structure of projects Up to 75 per cent grant funding

* SME focus or SME participation in activities
* Knowledge and/or technology transfer
» Structure and members of consortium

There is no maximum amount.

Most important evaluation criteria for
project proposals

2.7.1.3 Context of the programs

The Polish cluster programs are rather an instrument for  policy setting indicates. However, this should not imply that
economic development in Poland, than instruments for the  R&D activities do not matter in the context of economic de-
facilitation of R&D activities as their relevance in the overall velopment strategies.

How important is the cluster program in relation to... n
...the overall economic/industrial development strategy? . . . X .
...other R&D/innovation programs? . . X . .

0 =not important at all ==> 4 = very important

Table 34: Relevance of Polish cluster programs in the overall policy setting

122



The coordination of the Polish cluster programs with other
funding programs can be described as good which is not
surprising giving the importance that the government at-
taches to clusters as tools for economic development.

With R&D programs
4
1
With business With infrastructure
development programs programs

Orange line: Innovative Economy Operational Program, Measure 5.1 “Support of the Development of supra-regional clusters”

Blue line: Operational Program Development of Eastern Poland 2007-2013, Priority 1.4 “Promotion and cooperation” with Mea-

sure 1.4 “Cooperation - cluster creation and development

0 = coordination is poor ==> 4 = coordination is excellent

Figure 46: Coordination of Polish cluster programs with other national programs



2.8 FRANCE

2.8.1 GRAPPE D’ENTREPRISES

Grappe d'entreprises

France

DATAR - Délégation interministérielle a 'lAménagement duerritorie et a 'Attractivité Régionale

Constance Arnaud
Cluster Policy Manager
Tel.+33140651087

Email: constance.arnaud@datar.gouv.fr

http://territoires.gouv.fr/grappes-dentreprises

2.8.1.1 Objectives and Rationale of the Program
The program Grappe d'entreprises pursues the overall ob-
jective of developing business clusters in economic sectors
with weak R&D activity. These sectors are either not covered
by clusters of the Pbles de compétitivité program’ or do not
have the critical mass to be a Péles de compétitivité.

In order to increase efficiency and effectiveness of support
clusters from both programs, Grappe d'entreprises and
Péles de compétitivité, are expected to collaborate. Grappe
d'entreprises clusters will benefit from cooperation in terms
of R&D, while Pbles de compétitivité clusters can benefit in
terms of additional opportunities to commercialize R&D re-
sults.

The term business cluster has to be understood as a generic
term for a particular category of clusters. Business clusters
targeted by the program can be defined as follows:

* They mainly consist of micro-enterprises/SMEs that are
active in the same sphere of activity; where relevant, they in-
tegrate large businesses; they work with or integrate training,
job and skills management, innovation and research organi-
zations, according to their particular contexts and initiatives;

* They have a“hard core” anchored within one territory
which facilitates easy and close relationships between their
members and which is relevant to the business network
concerned;

74 Poles de compétitivité refers to clusters that are funded within the government program of
the same name. For further details about the péles de compétitivité program see http://competitiv-

ite.gouv.fr/.

* They provide services to businesses which can handle all
of their needs through pooling or collective actions, particu-
larly in relation to innovation in all of its forms’, jobs and
skills, work organization, international development, com-
munication, environmental aspects;

* They have a specific governance structure, in which the
entrepreneurs play a driving role, with a collectively devel-
oped strategy implemented through a concerted action
plan;

* All businesses are included (production businesses,

liberal professions, service providers, craft-based manufactur-

ing, etc.), in all activities (commercial, industrial, crafts, tour-
ism, artistic, agricultural, service, etc.) and in all the territories

(urban, peri-urban, rural), both metropolitan and overseas;

They forge links and cooperate with public and private

actors from within their territorial ecosystem.

The selection of the beneficiaries was carried out in two sta-
ges. Following a first call for proposals 42 out of 112 appli-
cations were selected for support. They share the following
characteristics:

* Over 30 per cent of these business clusters are positioned
in future activity sectors related to the e-economy, the green
economy, cultural and creative industries or the services in-
dustry. The other sectors that currently form the basis of the
French economy, like the food-processing industry, mechan-
ics, construction, health and pharmacy, represent about 60
per cent of the selected applications.

75 Technological, organizational (corporate structure, work organization, knowledge manage-

ment, relationships with external partners, etc.) marketing, service, social, territorial, etc.



* The business clusters selected are exemplary in the
quality of their interactions with other actors in their region,
the services they provide to their member businesses, their
market objectives and proposed strategy and finally the ef-
ficiency of their governance structures.

* Over half of the business clusters selected has already
developed partnerships with competitiveness clusters.

2.8.1.3 Term of the Program, Financial Aspects
and Application Procedure

2.8.1.4 Instruments

The program awards grant funding for tangible and intan-
gible investments, staff and general operating costs with re-
gard to coordination and management activities of the clu-
ster and collaborative projects carried out by cluster mem-
bers. Projects have to be indicated in the action plan of the
project proposals.

2.8.1.5 Results and Impact of the Program
The program is very young (it started in 2009), so that results
and impacts cannot be measured until now.

2.8.1.2 Target Group of the Program

Target group of the program are groups of companies, research
and innovation actors, training institutions and other actors
that want to collaborate in a business cluster. The governance
structure of the cluster must be independent from public au-
thorities and professional/consular organizations and chaired
by an entrepreneur. Clusters that already receive support from
the Poles de compétitivité program are not eligible.

2009, no date of termination

EUR 24 million

Grant funding
No

There were calls for proposals at the beginning of the program.

Yes

36 months
EUR 500,000
Up to 25 % grant funding from the program

Impact on industry sector and companies

2.8.1.6 Monitoring and evaluation system
The program management agency is currently working on an
indicator system to measure the performance of the program.

2.8.1.7 Context of the program

According to program officials the program is a very im-
portant program in the overall national policy context as it
complements the Poles de compétitivité program in terms
of supporting in particular SME.




nt is the cluster program inrelation to...

...the overall economic/industrial development strategy? . . . X .

...other R&D/innovation programs? . . X . .

0= not important at all ==>4 = very important

Table 35: Relevance of the Grappe d'entreprises program in the overall policy setting

Notwithstanding the high relevance of the program in the
overall national policy context, the coordination of the pro-
gram is rather average, according to program officials.

With R&D programs
4

i

With business With infrastructure
development programs programs

0 = coordination is weak ==> 4 = coordination is strong

Figure 4/: Coordination of the Grappe d'entreprises program with other funding programs.
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2.9 GREECE

2.9.1 CORALLIA - HELLENIC TECHNOLOGY CLUSTERS INITIATIVE PROGRAM: AID MEASURE FOR MICROELECTRONICS

AND EMBEDDED SYSTEMS

Corallia — Hellenic Technology Clusters Initiative Program: Aid Measure for Microelectronics and

Embedded Systems

Greece

Corallia - Hellenic Technology Clusters Initiative

Nikos Vogiatzis, PhD

Clusters Initiative Director of Technology and Cluster Operations

Sorou 12

GR-15125 Maroussi, Athens
Tel.+3021063 00770
Fax+3021061 98818

Email: n.vogiatzis(@corallia.org

www.corallia.org

2.9.1.1 Objectives and Rationale of the Program

The program is implemented by the Corallia - Hellenic
Technology Clusters Initiative under the auspices of the
Hellenic Ministry of Development. The mission of the Coal-
lia Clusters Initiative is to develop and establish innovation
clusters in sectors where Greece can attain in the near fu-
ture a worldwide competitive advantage. In this context
Corallia is a hybrid form of a program owner and a cluster
management organization.

The program “Aid Measure for Microelectronics and Embed-
ded Systems”targets at the development of the semiconduc-
tor-nano/microrelectronics-embedded Systems sector in
Greece, by utilizing and supporting a clustering framework
to achieve growth and sustainable development. In particu-
lar, the program is structured along four action lines, inclu-
ding three vertical interventions, namely (1) “seed-financing”
type of grants to aid the creation of new innovative enterpri-
ses, (2) implementation of state-of-the-art R&D cooperative
projects and (3) VC investment-backed R&D, complemented
by a (4) fourth horizontal action line consisting of a set of
all-round business development and innovation-support aid
measures. The entire set of co-financing measures in the pro-
gram is provided under a clustering framework that aspires
to achieve co-operation among highly competitive compa-
nies, economies-of-scale

and economies-of-scope, as well as transfer of know-how
among cluster members that lead to development of new

products and better adaptation to new technologies.

2.9.1.2 Target Group of the Program

Organizations eligible to participate and receive co-financ-
ing in the form of grants by the program include Enterprises
of all types and sizes (micro, small, medium, and
large) as well as academic and research organizations.




2.9.1.3 Term of the Program, Financial Aspects and Application Procedure

2.9.1.4 Instruments

The program provides grant funding for knowledge dissemi-
nation, collaborative R&D projects between companies, re-
search institutions and universities, tangible investments to
enhance the R&D capability, internationalization activities,
training and education, support of start-up companies and
advice on intellectual property rights.

2008-2013
EUR 33 million

Grant funding

Yes

Yes

Yes

There is no maximum funding period.
There is no maximum amount.

Max. 75 % funding from the program

* Impact onindustry sector and companies
» Technology or scientific area of the cluster
* RTD excellence

2.9.1.5 Results and Impact of the Program

There are no evaluation-based results available yet. Since
the inception of the program 40 SME, three Non-SME, 12
universities, one R&D institutions, one training and educa-
tion provider and seven consultants have benefited from the
program that is coordinated by the Corallia Hellenic Clusters
Initiative (figures as of 2009).

Figure 48 displays the results of the program according to a
self-assessment of the program officials.

R&D investments of companies

4

Growth of the cluster
(new memberships)

Skills development of cluster ’ '

members

g
",/ Growth of turnover of companies

New products, services and/or
processes

International activities of cluster
members

Growth of employment

Figure 48: Results of the program




The following indicators are used to monitor the perfor-
mance of the program:

2.9.1.6 Monitoring and evaluation system
The program will be evaluated twice during its term (ap-

proximately every 24 months).

INDICATORS

e Number of patents

* Number of trainings

* Number of joint collaborative projects
* Number of PhD theses

e Number of new SMEs established

» Percentage of revenue increase

» Percentage of export increase

» Percentage of employment increase

» Percentage of FDl increase

» Percentage of quality standards applied

* Internationalization
* Cluster expansion

* Social impact

e Cluster spill-overs

Beneficiaries are monitored by written reports, by regular in-
dependent evaluations and by regular independent bench-
marking exercises.

2.9.1.7 Context of the program

The program is important in the overall policy context due to
its relevance for regional economic development (Table 36).
In the Greek context the program has established a reference
case for two reasons: It was the first bottom-up driven pro-

How important is the cluster program in relation to...

...the overall economic/industrial development strategy?

...other R&D/innovation programs?

0 =not important at all --=> 4 = very important

Table 36: Relevance of the Corallia program in the overall policy setting

gram in Greece as relevant stakeholders were involved from
the very beginning and extensive consultations took place.
It also represents a shift in terms of policy thinking as it fo-
cuses on economic areas where Greece has a competitive
advantage, while prior to this program tended to finance “a
little bit of everything” which resulted in less effectiveness
and efficiency.

EIENENENEN
. . . X .

. . . X .
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