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Abstract 

Over the past quarter of a century, the cluster concept has become firmly established 
in regional and innovation policy, as well as regional and local economic 
development at all spatial levels across Germany. This paper aims at drawing 
lessons from the experiences made with regional cluster policies in Germany. 
Informed by a public choice model of cluster policy and the practice of cluster 
development, it starts with an overview of cluster policies in Germany within a 
multilevel governance framework. Based on an interview survey of 134 practitioners, 
policy advisors and independent observers, it reviews the experiences made in three 
federal states and seven regions. The empirical findings are condensed into ten 
stylised facts, which allow for policy recommendations and the formulation of issues 
for further research. 

 

1 Introduction 

A quarter of a century ago, the publication of “The Competitive Advantage of Nations” 
(PORTER 1990) rediscovered and popularised the concept of clusters to support 
innovation and economic development at the regional scale. Cluster policies have 
since become firmly established in developed, transition and developing economies 
alike. However, what exactly a cluster is remains far from clear (cf. MARTIN/SUNLEY 
2003: 10-13). In the most widely used definition that serves well as a common 
denominator of alternative attempts, PORTER (1998: 197 f.) defines clusters as 
“geographic concentrations of interconnected companies, specialized suppliers, 
service providers, firms in related industries, and associated institutions (for example, 
universities, standards agencies, and trade associations) in particular fields that 
compete but also cooperate". From this departure, all efforts of government to 
develop and support clusters may be classified as cluster policy (cf. 
HOSPERS/BEUGELSDIJK 2002: 382). This includes the development of spatial 
agglomerations of industry or network fragments into clusters, and often involved the 
regionalisation of more established policies, such as industrial, structural, technology, 
or innovation policy (cf. BRUCH-KRUMBEIN/HOCHMUTH 2000: 69 f.). 

The paper draws on 110 semi-standardised interviews with 134 cluster policy experts 
in three federal states of West Germany including seven regional case-studies, 
conducted in 2006 and 2007. The sample of interviewees comprised 60 practitioners 
in ministries and economic development agencies, of which 19 explicitly classified 
themselves as cluster managers, ten consultants and 75 independent observers (cf. 
KIESE 2012). Based on literature and exploratory interviews, the choice of states and 
regions was meant to create structural, but also institutional and political variety for 
the interregional comparison of cluster policies. Interviews focused on the states of 
Bavaria, NRW and Lower Saxony, which accounted for 53, 44 and 35 interviewees, 
respectively. A further 13 experts were active in more than one state or at the supra-
state level more generally. NRW, Bavaria and Lower Saxony were chosen to roughly 
represent three economically distinct types of region. While structural policy in NRW 
was for decades dominated by the challenge of promoting structural change in the 
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Ruhr area, Bavaria stands for the opposite case of a late industrialised state with a 
strong presence of high-tech industries. With its manufacturing sector shaped by 
Volkswagen and its supplier network, Lower Saxony appears quite unlike these two 
extremes but rather falls into the “grey mass” category of regions often neglected in 
regional studies. 

This paper aims at drawing lessons from the experiences made with regional cluster 
policies in Germany. Section 2 introduces a public choice model of cluster policy and 
the practice of cluster development that assigns different rationalities to these 
spheres. Section 3 provides a brief overview of cluster policies in Germany within a 
multilevel governance framework, from the supranational down to the regional and 
local scale. The empirical findings are condensed into ten stylised facts in section 4. 
They allow for policy recommendations and the formulation of issues for further 
research, which are highlighted in the final section. 

 

2 Theorising Cluster Policy: A Public Choice Approach 

Current theories of cluster emergence and evolution tend to assign only a minor role 
to economic development policy and practice, if at all (cf. FELDMAN/BRAUNERHJELM 
2006, KARLSSON 2008). They are therefore inappropriate to explain the recent boom 
of cluster policies and initiatives around the world. Since such an explanation instead 
calls for theories that embrace a consideration of the functional logic driving 
politicians and bureaucrats as independent variables, public choice reasoning 
appears to be an obvious choice here. Public choice economics uses the tools of 
(neoclassical) economic theory to explain the behaviour of actors in politics and 
practice; as a result, it is rooted in methodological individualism and assumptions 
about rational behaviour (cf. MUELLER 2003 or MERCURO 2007 for an introduction and 
overview). Its core assumption is that of self-interest: political actors strive to 
maximise their individual utility functions rather than public welfare. Their political 
rationality thus differs from an economic rationality that focuses on public wellbeing 
(cf. VANBERG 1996). 

Building on this perspective, the conception, decision and implementation of cluster 
policies can be seen as driven by different rationalities in their respective action 
spaces. For our deductive public choice model of cluster policy, we assume the 
conceptual action space responsible for analysis and strategic recommendations to 
pursue economic rationality by focusing on public welfare maximisation. By contrast, 
the political and practical action spaces can be conceived as being driven by political 
and bureaucratic rationalities respectively. Since a cluster concept has to pass 
through the inevitable filters of politics and bureaucracy in its decision processes and 
implementation, it is worth taking a closer look at the individual action spaces 
involved here. 

Assuming economic rationality in the conceptual action space implies an objective 
and open-ended process of cluster identification to inform policy, drawing at least 
implicitly on cluster theories and making proper use of the methods available for 
identifying and assessing cluster potential (cf. BERGMAN/FESER 1999). This normative 
assumption precludes opportunistic behaviour on the part of actors trying to pursue 
their self-interest, such as by purposely exaggerating cluster potential to stimulate 
wishful thinking and to generate further advisory mandates for themselves. However, 
this assumption can be easily challenged, since policy advice does not only provide 
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information, but also legitimation, and there is a systemic tendency for the interests of 
politicians and advisors to converge during the selection process (cf. 
FREY/KIRCHGÄSSNER 2002: 449 f.). 

Once cluster potential is analysed and strategic options are proposed, a cluster 
concept is passed on to the political action space for decision-making by elected 
politicians and democratically legitimised committees. Public choice economics 
presumes that politicians pursue their self-interests by maximising their votes and 
their public prestige as well as their chances for (re-)election or promotion to higher 
offices. Election cycles typically create a preference for short-term measures with 
high public visibility, or even, in extreme cases, "symbolic politics" (EDELMAN 1964). 
By contrast, long-term options transcending election cycles tend to be neglected, 
especially if they are poorly visible and entail complex and non-linear interrelations 
between means and ends. This specific rationality allows politics to be captured by 
organised minorities seeking to divert social "rents" into their own pockets, as the 
seminal work by OLSON (1965) on the theory of groups illustrates. By its very nature, 
cluster policy appears highly susceptible to the forces of political symbolism, to 
avoiding complexity and long gestation periods, and to rent-seeking. Hence, it would 
be a politically rational choice to ignore small but potentially beneficial local initiatives 
in favour of nurturing or attracting more dazzling activities like IT, biotechnology or 
nanotechnology, irrespective of their real cluster potential. Representatives of poorly 
performing clusters may also find it attractive to lobby local authorities to set up a 
cluster initiative rather than investing in their own productive capabilities (cf. 
DURANTON 2011: 26, BALDWIN/ROBERT-NICOUD 2007). TAYLOR (2009: 135) adds that 
since policy-makers must tackle real situations in real time and need to design 
interventions to meet the interests of electorates and pressure groups, they view 
regional economic processes through complex and multi-focal political lenses. Since 
these lenses do not necessarily provide a very clear view, they look for ready 
explanations of regional problems and ways to address them, so that ‘guru’ thinking 
on clusters, networks or similarly fashionable concepts like the knowledge economy 
or the creative class becomes very appealing. 

Once a cluster concept is devised and politically decided upon, it is passed on to one 
or more organisations in the practical action space for implementation. These may be 
public authorities, quasi-public economic development agencies set up under private 
law or as public private partnerships, or entirely private agencies acting on 
commission. In principle, those organisations – as all organisations in general, both 
public and private – follow the logic of bureaucratic rationality to an extent dependent 
on their size and degree of hierarchy. The economic theory of bureaucracy focuses 
on the position of the chief bureaucrat, who strives to maximise his own utility and 
budget according to NISKANEN (1971), or his discretionary powers in the version 
provided by WILLIAMSON (1964). In both variants, it is not public welfare that is 
paramount but the maintenance and expansion of bureaucratic entities and their 
competencies. 

As a consequence of this particular rationality, power struggles over contested 
responsibilities arise between and even within bureaucracies. FREY/KIRCHGÄSSNER 
(2002: 179) suggest that bureaucracies tend to overstate the demand for the public 
goods they provide, but understate the costs of their provision. Projects are prioritised 
if they are large, highly visible and provide benefits to well-organised groups. These 
mechanisms may lead to an excessive supply of public goods beyond the social 
optimum (cf. NISKANEN 1975) and thus contribute to our understanding of the recent 
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surge in public cluster initiatives. Furthermore, the economic theory of bureaucracy 
stresses structural inertia and a preference for "proven solutions" (FRANKE 2000: 104) 
that block radical change and only allow for incremental and cumulative, path-
dependent learning-by-doing through accumulated experiences. In the practical 
action space, conceptual innovations like the cluster approach to economic policy are 
confronted with implicit theories of the kind that HOFMANN (1995) described in her 
account of how the concept of technology is interpreted in regional technology 
policies in Germany. Rather than on scientific evidence, political and practical action 
is often founded on beliefs (cf. BEHRENDT 1999) or even "myths and fairy tales" (BETZ 
1999). These commonalities already indicate that the boundaries between policy and 
practice are blurred, but it still makes sense to separate them for analytical purposes 
to illustrate the different, yet related, rationalities at work. 

 

 

Figure 1: A public choice model of cluster policy 

Source: KIESE/WROBEL 2011: 1696 

 

The interfaces between the three action spaces are characterised by informational 
asymmetries, which turn cluster policy into a multiple principal-agent problem (cf. 
PRATT/ZECKHAUSER 1991, LAFFONT 2003, BESLEY 2006). As formally modelled first by 
ROSS (1973), a principal commissions an agent with a particular task about which the 
latter is better informed. Compared with the agent, the principal lacks factual 
knowledge of the issue at stake (hidden information), and he does not know about 
the agent's hidden action and his behaviour, nor about his hidden characteristics (cf. 
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ARROW 1991: 38 ff.). This information asymmetry causes a control problem for the 
principal and provides incentives for opportunistic behaviour (moral hazard) on the 
part of the agent. For instance, voters as principals commission politicians as agents 
to advance the common good. When about to cast his or her vote, however, the voter 
generally finds it too time-consuming to gather all the information needed to assess 
the quality of the particular politician's work. This appears to be especially relevant for 
a public service as complex as cluster policy since "the lay-voter will find it much 
more difficult to assess a dysfunctional cluster initiative than substandard garbage 
collection" (DURANTON 2011: 26). Since this cost seems to outweigh the value of a 
single vote, public choice reasoning finds it rational for voters to be ignorant of politics 
altogether (cf. VANBERG/BUCHANAN 1991, for a critique cf. BABA 2000). Consequently, 
political representation serves as a prime example of a principal-agent constellation. 

To render our public choice model of cluster policy more complex, the politician also 
assumes the principal's role vis-à-vis consultants in the conceptual action space, and 
bureaucrats in the practical action space. Both parties are commissioned with policy 
design and implementation by the political action space, over which they have an 
informational edge. Furthermore, politicians have only limited power to control the 
fulfilment of their agents' tasks, which again creates incentives for opportunistic 
behaviour by consultants and bureaucrats. If a consultant dispenses with the aspect 
of economic rationality, i.e. his orientation towards maximising welfare as assumed in 
the model, he may as well pursue his own self-interest by cultivating a cosy 
relationship with politicians to maximise his chances for subsequent contracts. This 
can easily lead to a convergence of interests between politicians and their advisors, a 
lock-in situation in which the agent merely provides legitimacy instead of objective 
information to the principal (cf. FREY/KIRCHGÄSSNER 2002: 449 f.). Hence, the 
formulation, decision about and implementation of cluster policies can be seen as a 
multiple principal-agent problem. 

As a consequence of complexity, DURANTON (2011: 26) concludes that an optimal 
cluster policy is extraordinarily difficult to achieve, even if politicians are highly 
competent and attempt to maximise local welfare. Accounting for political agency 
makes "cluster policies that already look fraught with difficulties in a world of 
benevolent governments look extremely unappealing" (IBID.). Our discussion has 
shown that welfare-enhancing cluster policies are threatened by multiple information 
asymmetries as well as political and bureaucratic rationalities which make them easy 
prey for the lobbying and rent-seeking efforts of organised minorities. 

 

3 Multiple Scales, Federal Variety: Cluster Policies in Germany 

Compared to other countries, cluster policies in Germany are shaped by two specific 
institutional characteristics (cf. KIESE 2009). First, the country’s federal set-up and its 
EU membership make cluster policy essentially an issue of multi-level governance. 
As a consequence, distinct cluster policies exist on at least for spatial scales, from 
the supranational EU level via the federal government, the 16 federal states down to 
the regional and local level, which are summarised here for simplicity’s sake. A 
division of labour and many interdependencies between these scales have emerged 
over time, including processes of policy learning and diffusion (cf. KIESE 2010, 2013). 
Second, cluster policies predominantly aim at the promotion of innovation. This 
applies to most developing countries, as the Global Cluster Initiative Survey has 
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shown, while initiatives in developing countries rather focus on increasing value 
added and promoting exports (cf. KETELS ET AL. 2006: 39). 

However, there are notable differences between developed countries. As a co-
ordinated market economy (cf. HALL/SOSKICE 2001), there is a strong perception 
within Germany that it lags behind liberal market economies when it comes to the 
commercial application of scientific research. Basic novelties such as the MP3 
standard are often developed in Germany, but the benefits in terms of employment, 
value-added and ultimately prosperity are reaped elsewhere. The institutional 
environment is not deemed conducive for Silicon Valley-style innovation, as indicated 
by the country’s relatively poor endowment with venture capital (cf. RÖHL 2010, 
RUDOLPH/HAAGEN 2006). As evident from measures of trade and patent 
specialisation, its national system of innovation favours incremental innovation in 
mature industries such as automotive, chemicals and mechanical engineering, but 
does not provide the best environment for young industries fed by radical innovation, 
such as biotechnology (cf. CASPER 2007; EFI 2015: 110, 116). Clusters are thus seen 
as a vehicle to strengthen the ties between academia and science in spatial proximity 
to overcome the country’s perceived transfer gap. This is completely different in the 
United States as the archetypal liberal market economy and home of world-class 
research universities, as well as Silicon Valley-style innovation. In the absence of 
Germany’s dual system of vocational education, cluster policy in the U.S. focuses 
first and foremost on workforce development (cf. STERNBERG ET AL. 2010, STOCKINGER 

2010). 

 

The Supranational Level 

In a policy document, the EUROPEAN COMMISSION (2008: 5) summarises its view of 
clusters: “Europe does not lack clusters, but persistent market fragmentation, weak 
industry-research linkages and insufficient cooperation within the EU mean that 
clusters in the EU do not always have the necessary critical mass and innovation 
capacity to sustainably face global competition and to be world-class.” Under the 
2000 Lisbon Agenda to become the world’s most competitive knowledge-based 
economic area within a decade (cf. ARDY 2011), clusters came to be seen as an 
obvious vehicle for promoting innovation, competitiveness and growth. However, the 
EU’s principle of subsidiarity entails a clear division of labour between the levels of 
governance. While cities and regions are deemed responsible for the promotion of 
clusters on the ground, the European Commission assumes responsibility for cluster 
mapping, SWOT analyses and comparisons, the identification and dissemination of 
best practice, the creation of platforms for the exchange of knowledge between 
cluster policymakers and practitioners, and the linkage of clusters across boundaries 
(cf. REPPEL 2007: 6). 

Among the most prominent initiatives, the European Cluster Observatory1 provides 
access to data and analysis of clusters and cluster organisations. While the Europe 
INNOVA initiative targeted policymakers, PRO INNO Europe catered for the needs of 
cluster practitioners. More recent initiatives include the European Cluster Alliance, 
the European Cluster Collaboration Platform, the European Cluster Excellence 
Initiative and the Regions of Knowledge initiative (cf. CLUSTERPORTAL BADEN-
WÜRTTEMBERG 2015). A further result of the Lisbon Agenda, the EU’s structural funds 

                                                           
1 http://www.clusterobservatory.eu, accessed 27 February, 2015 
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have been reoriented for the 2007-2014 funding period to include regional 
competitiveness and employment as their new Objective 2 (cf. EUROPEAN 

COMMISSION 2006). As a consequence, the European Regional Development Fund 
(ERDF) was no longer restricted to supporting lagging regions, but also used to 
support innovation and growth in all other regions for the first time – with clusters 
being the obvious concept of choice. Under the Europe 2020 strategy, the structural 
funds have been refined with ex-ante conditionalities, such as smart specialisation 
strategies, but remain a key funding source for regional cluster policies (cf. EUROPEAN 

COMMISSION 2014, FORAY 2014, KROLL 2015). 

 

The Federal Level 

Germany’s federal government embraced the cluster idea in the mid-1990s when 
trying to promote its fledgling biotechnology industry, which was estimated to lag 
twenty years behind the U.S. and ten years behind the UK at that time (cf. COOKE 
2001: 267). To close this gap, the federal government launched the BioRegio contest 
in 1995 to identify and promote Germany’s most promising potential biotech clusters 
(cf. DOHSE 2007). Out of 17 entries, Munich, the Rhineland and the Rhine-Neckar 
area emerged as winners, with a special vote awarded to Jena in East Germany. 
Until its termination in 2004, 90 million € have been spent on the programme (cf. EFI 
2015: 39). BioRegio is now regarded as an important vehicle to jumpstart the biotech 
industry in Germany which recorded spectacular growth in the second half of the 
1990s, although this was helped by legislative changes, a favourable business cycle 
and ample supply of venture capital at that time. 

In the mid-1990s, the initial convergence of the formerly socialist new federal states 
(Länder) vis-à-vis West Germany had come to a halt, and significant disparities in 
innovative capabilities and productivity threatened to become persistent. The federal 
Ministry of Education and Research thus adapted its acclaimed BioRegio model to 
the specific needs of the new Länder: The 216 million € InnoRegio contest was run 
from 1999 to 2006 to narrow the gap between the eastern and the western states. In 
contrast to BioRegio, the new contest was not only confined to the new Länder, but 
also open to all industries and technologies (cf. DOHSE 2007: 75 f.; EFI 2015: 39). 
Convinced by the success of InnoRegio, the federal ministry started differentiating 
the initial concept into a whole new family of programmes called Entrepreneurial 
Regions (Unternehmen Region) from 2001 to support innovative networks in the new 
Länder (cf. GEBHARDT 2012). 

In 2007, the federal government embarked on its 600 million € leading-edge cluster 
contest (Spitzenclusterwettbewerb). In three rounds, a total of 15 clusters have been 
selected by an independent jury from 85 applications across all industries and 
technologies to receive funds for co-operative R&D and scientific training over a five-
year period, i.e. until 2017 for the last round. The regional distribution of winners 
highlights favours the technologically more advanced and yet more prosperous 
southern Germany: Nine out of 15 Spitzencluster are exclusively or at least partly 
located in Bavaria or Baden-Württemberg (cf. BMBF 2012: 5). An evaluation 
commissioned by the government found positive effects on resources, especially on 
the quantity and quality of human capital, as well as on network density (cf. 
ROTHGANG ET AL. 2014). However, the authors also criticised the inward-looking 
nature of some clusters. To strengthen the external cluster dimension in response, a 
follow-up programme has been designed to promote the internationalisation of these 
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leading-edge clusters (cf. EFI 2015: 48). Although innovation policy is the main field 
in which the federal government employs the cluster concept, the management of 
regional clusters and networks is since 2005 also funded by the national regional 
policy, which is a joint task (Gemeinschaftsaufgabe) with state governments and 
closely aligned with the EU’s cohesion policy through co-funding (cf. DEUTSCHER 

BUNDESTAG 2009: 24). 

 

The State Level 

Federal autonomy and competition has led all 16 German states to employ the 
cluster concept in their economic, regional, and innovation policies, albeit with 
different degrees of intensity (cf. BUHL/MEIER ZU KÖCKER 2010). Figure 2 shows that 
the diffusion of cluster programmes at the state level was preceded and to some 
extent also triggered by federal government programmes. Despite a strong element 
of bandwagoning, there is a systematic difference between the old and the new 
Länder since federal government is much more active promoting clusters and 
networks as part of its particular concern with the lagging East. As a consequence, 
the eastern states are generally less active in cluster promotion. 

 

 

Figure 2: Federal and state level cluster policy initiatives in Germany, 1995-2008 

Source: adapted from WESSELS (2009: 6) 
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It is worth taking a closer look at the two largest federal states of North Rhine-
Westphalia (NRW) and Bavaria. While Bavaria is characterised by modern high-tech 
industries and services, NRW still feels the legacy of structural change in its core 
Ruhr conurbation, and lags behind southern Germany in all major labour market and 
innovation indicators. In addition, figure 2 shows that both states are pioneers of 
cluster policy at this level. It seems thus intriguing to ask how these differences affect 
the two states’ cluster policies. 

Based on experience from its regionalised structural policy developed in the 1980s 
(cf. DANIELZYK/WOOD 2004), the government of NRW started promoting its pilot 
network programme PROFIS in 1993, which is now seen as the antecedent to its first 
fully-fledged cluster policy that was to follow after the 2000 state election. This 
Kompetenzfeldpolitik was implemented by gradually focusing ERDF funds for the 
Ruhr Area onto a dozen fields of competence which were defined in an archetypal 
political bargaining process (cf. REHFELD 2006). Following a change in government in 
2005, the new conservative-liberal coalition publicised a cluster policy as part of its 
new innovation strategy in March 2007. During the funding period of 2007-2013, 635 
million € of ERDF Objective 2 funding was earmarked for competitive tenders in 16 
pre-defined state-wide clusters, an open RegioCluster contest, as well as some 
cross-sectional competitions (cf. MWME 2006). The state provided degressive 
funding for 16 state-wide cluster managers which are supported by a central cluster 
secretariat. During three rounds, 52 funding contests were organised, of which 32 
focused on the 16 state-wide clusters. Until the end of 2010, around 400 million € of 
funding were handed out to applicants for collaborative research and innovation 
projects (cf. BORNEMANN ET AL. 2010: 195). Participants and observers criticise the 
large number of contests, a lack of transparency and the administrative complexity of 
the application procedure. As a consequence, SMEs are clearly underrepresented 
among both applicants and recipients (cf. KAHL 2011). Following another change in 
government in 2010, NRW regrouped its 16 state-wide clusters into eight “lead 
markets” (Leitmärkte). 

The state of Bavaria embarked on a major privatisation effort in 1994, successively 
divesting 4.15 billion € worth of utility stakes. This revenue was invested in the state’s 
R&D infrastructure through the Offensive Zukunft Bayern launched 1994 and the 
High-Tech-Offensive (HTO) started in 1999. While the state is traditionally committed 
to support its lagging peripheral regions, the main pillar of the HTO accounting for 
664 million € was designated to develop and support high-tech centres of world-wide 
recognition in key technologies. After the HTO had expired and privatisation 
revenues had been depleted, the state government launched its recent Cluster-
Offensive as a new stage of its technology policy in 2006, endowing it with a 
comparatively modest 50 million € to establish and fund the management of 19 
clusters, understood as state-wide networks, over a five-year period. Public funding 
was announced to decrease over five years to put pressure on cluster managements 
to eventually become self-sustaining (cf. STMWIVT 2006). In 2008, an interim 
evaluation commission found that around two thirds of participating firms reported 
positive impacts on their contacts and co-operations. The report also highlights a few 
problems, such as the challenge to co-ordinate the state’s top-down initiatives with 
older cluster initiatives that had emerged bottom-up in various parts of Bavaria (cf. 
BÜHRER ET AL. 2008). After a final evaluation in 2010 (cf. KOSCHATZKY ET AL. 2011), 
the state government extended its funding for cluster managements until 2015. 
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Furthermore, the number of clusters was slightly consolidated from 19 to 16 (cf. 
BAYERISCHE STAATSKANZLEI 2011). 

 

The Regional and Local Level 

There is as yet no systematic survey of cluster policies in Germany below the level of 
the 16 federal states. The most ambitious effort at such an endeavour was a survey 
of the economic development offices of the 144 largest German cities with more than 
50,000 inhabitants. 63 per cent of respondents reported having a coherent strategy 
to support clusters, networks, or fields of technology or competence , all of which is 
by and large understood synonymously in German policy and practice (cf. HOLLBACH-
GRÖMIG/FLOETING 2008, FLOETING/ZWICKER-SCHWARM 2008). This share clearly 
increases with city size: While 32.4 per cent regard cluster policy as one of their most 
important tasks, this share is almost twice as high in cities with more than 500,000 
inhabitants, at 71.4 per cent. However, these data only cover larger cities, but do not 
measure regional cluster promotion in larger regional entities and smaller cities. 

This paper draws on a set of case studies illustrated in figure 3. In NRW, the most 
ambitious cluster approach to local economic development can be found in 
Dortmund. Situated on the eastern edge of the Ruhr conurbation, the city had already 
embraced pro-active structural change since the establishment of its innovation 
centre and technology park in the mid-1980s. In 2000, the city council approved a 
cluster strategy devised by McKinsey & Co. targeting IT, micro technologies and e-
logistics to compensate for the demise of the formerly dominant coalmining, 
steelworks and breweries. As a second sub-state case within NRW, the 
kompetenzhoch3 collaboration between the city triangle of Wuppertal, Solingen and 
Remscheid was also driven by the legacy of early industrialisation and a pressing 
need for structural change. Since 2001, the three municipal economic development 
offices established a division of labour based on five fields of competence, namely 
automotive, metal processing, product development and design, event management 
and communication, as well as health and personal care (cf. DEWALD 2006). While 
Dortmund’s strategy entails a radical break with the past, kompetenzhoch3 includes 
an injection of design competencies into the remains of the traditional cutlery district 
of Solingen and Remscheid which was prominently analysed by both Marshall and 
Porter (cf. BATHELT 1998, LINDE 1992). 
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Figure 3: Map of case study regions 

Cartography: Stephan Pohl 
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As the most important case of regional cluster policy in Bavaria, the northern district 
of Central Franconia surrounding Nuremberg devised its first cluster strategy in 
response to the decline of its dominant electrical engineering sector in the early 
1990s. Initial efforts were incorporated in the more coherent Nuremberg Programme 
in 1994, which was followed by a consensual perspective report originally drafted and 
signed in 1998, renewed in 2005 and expanded spatially in 2010 (cf. NEUMANN 1996, 
IHK NÜRNBERG 2010). These documents contained portfolios of fields of competence 
defined as clusters, which are promoted through independent competence initiatives 
founded successively from 1994 (cf. HEIDENREICH 2005). Contrasting Central 
Franconia’s experience of industrial decline, the city of Regensburg witnessed a 
rather exceptional late industrialisation from the 1980s following the attraction of large 
manufacturing subsidiaries of BMW or Siemens. In Regensburg, municipal cluster 
policy emerged in response to federal government contests, starting with the city’s 
BioRegio bid that failed to secure federal funding but eventually led to the 
establishment of the BioRegio Regensburg in 1996 and the BioPark incubator in 
1999. A similar top-down stimulus triggered the establishment of a strategic 
partnership for sensor technology in 2003, when Regensburg emerged as one of the 
winners of a federal government pilot contest to promote strategic alliances between 
firms and local governments. In 2006, this approach was transferred locally to the 
field of IT security (cf. STADT REGENSBURG 2003, DIEFENTHAL 2006, IT-SPEICHER 

2008). From their Regensburg base, both partnerships quickly expanded throughout 
Bavaria, while the sensor technology initiative was even officially charged with state-
wide cluster management as part of the state government’s Cluster-Offensive. 

Unlike NRW and Bavaria, the state of Lower Saxony does not pursue an explicit and 
coherent cluster strategy, but adapted a McKinsey & Co. blueprint to revamp its 
regional structural policy in 2004. At its heart, so-called Regional Growth Concepts 
(RGCs) were designed to stimulate the bottom-up development of regional cluster 
policies (cf. KIESE 2008A). The approach was modelled after the dortmund-project 
and the older AutoVison concept developed in 1998 by McKinsey on behalf of VW to 
reverse the economic fortunes of their headquarter and company town in Lower 
Saxony, Wolfsburg. Next to cutting local unemployment by half within five years, 
which was achieved with the help of a cyclical upswing, the local cluster organisation 
Wolfsburg AG aims at transforming the traditional single-plant location into a self-
augmenting mobility cluster in the long run. To reduce the overwhelming dependency 
on one single employer, the concept proposed the development of new interlinked 
clusters of IT, leisure and tourism, as well as health businesses (cf. STERNBERG ET AL. 
2004). As a prototype of its newly-conceived RGCs, the state government teamed up 
with the city and region of Hannover to fund the development of a cluster-based 
strategy to improve the competitiveness of its capital region by McKinsey & Co. In 
2003, local and regional governments jointly incorporated hannoverimpuls as a new 
economic development agency to pursue their strategy built on the development of 
automotive, IT, life sciences, optical technology and manufacturing technologies into 
working and interlinked clusters (cf. KIESE 2008B). In the meantime, the state co-
funded the development of a similar McKinsey concept for the Braunschweig region, 
which was pursued by the projekt REGION BRAUNSCHWEIG GMBH from early 
2005 (cf. PRÄTORIOUS 2004). Since VW became increasingly concerned with overlaps 
and competition between the two cluster initiatives, they promoted the merger of both 
initiatives into an “alliance for the region” which will took effect in 2013 (cf. PRBS 
2012). 
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4 Empirical Findings 

The key findings from our comparative case study research project may be presented 
in ten stylised facts on regional cluster policy in Germany. In the social sciences, 
stylised facts are generally understood as simplified and generalised representations 
of empirical results that claim general validity, although they do not have to apply to 
each individual case (cf. LAWSON 1989). Stylised facts are thus an appropriate form of 
summarising research findings on a complex and both theoretically and empirically 
poorly structured object such as cluster policy. 

 

I. Technocratic Understanding of Clusters 

While the academic literature conceives clusters as organic phenomena emerging 
from chance events and feeding on localisation economies in a path-dependent 
manner, German policymakers and practitioners tend to see clusters as organised 
structures. According to this technocratic understanding, clusters are “made” rather 
than understood as empirical phenomena. Consequently, there is no distinction 
between organic clusters on the one hand, and cluster initiatives, cluster 
organisations, cluster management and the like on the other – they are equally 
referred to as “clusters”. This hands-on attitude, epitomised by the phrase “Let’s form 
a cluster”, holds the danger of ignoring basic forces of agglomeration and cluster 
evolution, trying to replace them with symbolic politics (EDELMAN 1964) and impulsive 
action. 

The gap between the evolutionary perspective on clusters prevalent in scholarly 
research and the technocratic understanding that dominates policy and practice 
reflects the particular rationalities at work (cf. figure 2). This gap severely hampers 
constructive interaction not just between the political-administrative system on the 
one hand and scientific policy advice on the other, but also vis-à-vis the addressees 
of cluster policies in firms and research organisations. It explains not only the 
difficulties that many policy initiatives encounter when trying to mobilise business 
involvement, but also the dominance of professional over scholarly policy advice. 
However, isolating this effect would require a different research design systematically 
comparing public versus private sector driven cluster initiatives. Our case studies 
provide manifold evidence that a co-operative and activating role of the state, which 
is reflected by the initiating and moderating role of public agents in German cluster 
policies, is effectively thwarted by political and bureaucratic rationalities. 

 

II. Equating Clusters with Networks 

Clusters are complex phenomena whose processes and mechanisms are still poorly 
understood, both theoretically and empirically. Large ministerial bureaucracies at 
federal and state level are better equipped to handle such complexity than regional 
and local economic development agencies, whose scant resources are tied up in 
daily business and leave little for analytical and conceptual work, which is often 
outsourced to consultants. In both cases, policymakers and practitioners feel a need 
to reduce complexity when it comes to implementation and communication, which is 
why clusters are mostly interpreted as networks in policy and practice. Alternative 
attempts at simplification led to the coining of terms like “fields of competence” 
(Kompetenzfelder), or networks of competence (Kompetenznetze), which – unlike 
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clusters – are not fraught with theoretical connotations. But what is wrong with the 
equation of clusters and networks in policy and practice? After all, networks are 
important ingredients of clusters. From an evolutionary perspective, building networks 
to connect complementary but hitherto isolated knowledge agents should be an 
important policy element to support the early stages of the cluster life cycle (cf. 
MENZEL/FORNAHL 2010), which is the main focus of must cluster development efforts. 
Reducing clusters to the older “network paradigm” (COOKE/MORGAN 1993) familiar to 
many practitioners, dynamic externalities arising from lively competition in the 
horizontal dimension of the cluster are generally neglected. Knowledge spillovers 
based on intense rivalry, which GLAESER ET AL. (1992) refer to as Porter externalities, 
tend to gain importance during the cluster life cycle as regional competencies mature 
and are threatened by lock-ins and overspecialisation (cf. HASSINK 2010). When 
interpreted as network formation, cluster policies also need to consider that 
networking does not come for free, but ties up resources which are especially scarce 
in small and medium-sized firms. While the literature on buzz in clusters tends to 
conceive the dense circulation of knowledge in clusters as a public good, the 
selection, absorption and adaptation of this knowledge constitutes a veritable cost 
factor for cluster firms. Taking this into account would turn network promotion from a 
maximisation problem into a challenge for optimisation. The aspatial nature of the 
network concept leads to another problem, which is the incongruence between 
clusters and administrative territories in geographic space. 

 

III. Spatial Matching 

The spatial boundaries of clusters are determined by the density of actors and the 
frequency of their interactions. This poses a significant challenge to policymakers tied 
to their administrative territories. In Germany, individual municipalities or counties, 
but also alliances thereof, are often so small that functionally interdependent cluster 
structures extend well beyond their boundaries. The uncoordinated and competing 
efforts at automotive cluster promotion by the Wolfsburg AG, hannoverimpuls and the 
Braunschweig region are the most prominent illustration of this underbounding (cf. 
figure 4) within our sample of cases. Conversely, large federal states often contain 
two or more independent and largely unconnected clusters within the same industry 
or technology. Although they are within the same federal state, these structures often 
exhibit different origins, trajectories and specialisation patterns. In most cases, they 
also established their own formalised network structures in a bottom-up fashion. The 
most prominent example of such overbounding are the (potential) biotechnology 
clusters in the Munich region, around Regensburg and around Würzburg, on which 
the Bavarian government imposed a state-wide network management referred to as 
a “cluster” as part of its Cluster-Offensive. 

Irrespective of the actual geography of its cluster structures, both Bavaria and NRW 
promote the formation of state-wide networks in no less than 16 industries or 
technologies each. Inspired by the EU’s regional policy trying to pursue cohesion and 
competitiveness with the same set of policy instruments since 2007, both 
governments set up another coordinating infrastructure at the state level. Besides 
potential under- and overbounding and in contrast to the European Commission’s 
Europe INNOVA programme, the neglect of the external cluster dimension is 
endemic to most regional cluster policies in Germany, both at the state and sub-state 
level. Just like competitive dynamics in the horizontal dimension, external linkages to 
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clusters with similar or complementary specialisation gain importance as a cluster 
moves through its life cycle, as they may help prevent a mature cluster’s ossification 
through lock-ins. However, there are some exceptions to this stylised fact, most 
notably the international scope of Bayern Innovativ’s networking activities and 
Regensburg’s efforts which explicitly reach out into the city’s hinterland. 

 
Legend 

•   Manufacturing firms

� Knowledge-intensive business services 

� Universities and research organisations 

� Specialised infrastructure and supporting organisations 

Figure 4 Underbounding (left) vs. overbounding (right) of cluster policies 

Source: adapted from BENNETT/MCCOSHAN 1993, p. 222 

 

IV. Time Horizon 

Cluster development requires a long-term approach. Clusters deemed competitive 
today have evolved over decades if not centuries. Political action, by contrast, is 
driven by election cycles: The best-laid policies do not help a politician if they show 
effect only after she is voted out of office. It is thus hardly surprising that long-term 
public support of clusters is most likely to bear visible results in countries and regions 
with strong governments and stable political majorities beyond several legislative 
periods. Fitting examples can be found easily in developmental states such as China 
or Singapore, but also pluralist Western democracies occasionally display similar 
degrees of government continuity, as the federal state of Bavaria illustrates in our 
sample of cases. However, the stronger the competition for political power, the more 
important short-term effects will become. 

Our reviewed practice shows that ten years have become established as a widely-
used timeframe for cluster strategies, especially since this has been promoted by 
management consultancy McKinsey & Co. Although this timeframe is probably not 
sufficient for the formation of sustainable and competitive cluster structures, it 
stretches well beyond an election cycle and thus provides cluster development with 
some form of shelter from political rationality. However, our case studies illustrate 
that short-term opportunism spreads from the political into the bureaucratic action 
space. Politicians demand short-term and visible outcomes, while effective cluster 
development tends to have medium to long-term and rather invisible impact. As 
DURANTON (2011) put it, “the lay-voter will find it much more difficult to assess a 
dysfunctional cluster initiative than substandard garbage collection” (IBID., p. 26). To 
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realise early wins and secure their survival under close political scrutiny, public 
cluster organisations tend to prefer generic over cluster-specific economic 
development projects, which ultimately leads to declining cluster orientation when a 
cluster programme is put into practice (see below). 

 

V. Herd Bahaviour 

HOSPERS (2004) views cluster policy as an opportunity for new combinations of 
trends and tradition. Indeed, the cluster portfolios of the Länder and regions under 
scrutiny represent mixtures of acknowledged strengths and more or less established 
potential clusters, which policy and practice hope to become future growth engines. 
Demonstration effects and the lure of trend studies predicting the technologies and 
markets of the future led to a conditional convergence of cluster portfolios led by 
information and communication technologies as well as biotechnology or, more 
recently, the much broader field of health technologies and services. These are 
confirmed as favourite playground of policymakers and practitioners world-wide by 
the Global Cluster Initiative Survey (SÖLVELL ET AL. 2003, p. 34). It is highly 
questionable though to expect that in this race for supremacy in alleged future growth 
industries, each and every regional initiative will eventually produce clusters able to 
compete successfully on the national or even global scale. In their theory of industry 
evolution in space, STORPER/WALKER (1989, pp. 70-98) argue that selective 
clustering sets in in only a limited number of regions per industry. Regarding the most 
popular industries and technologies targeted by cluster policies in industrialised and 
emerging economies, it appears that the windows of locational opportunities have 
already been closed some time ago, as the case of biotechnology might illustrate 
most clearly (cf. REHFELD 2006, P. 255; COOKE 2007). 

However, cluster portfolios of different states and regions do not converge 
completely, since specific structural characteristics gain in importance for cluster 
policies at smaller geographical scales. The courage to target a region’s original 
strengths may require abandoning growth filters to promote the competitive remains 
of traditional industries, which may be in overall decline. The best illustration from our 
case studies for the revitalisation of traditional industries is that of the cutlery industry 
in Solingen and Remscheid, which receives new impulses from cluster policy through 
a linkage with the product development and design ‘field of competence’. 

 

VI. Top-down Diffusion 

Our case studies show how the phenomenon of cluster policy in Germany emerged 
from the regions and diffused through time and space, with consultants like 
McKinsey & Co. working as transfer agents (cf. LÜTZ 2007, KIESE 2010). Initially, 
vertical policy diffusion only occurred occasionally and if so, it occurred bottom-up, as 
illustrated by the ‘field of competence’ policy of the NRW state government that was 
inspired by cases of municipal cluster policy in the Cologne media industry (cf. 
BAUMANN/VOELZKOW 2004, GLASSMANN 2008) and the dortmund-project. More 
recently, however, there has been an accelerating trend towards the top-down 
diffusion of cluster policy. This trend is strongly driven by the alignment of the EU’s 
cohesion policy with the Lisbon Agenda for the 2007-2013 funding period, which 
included the formulation of “regional competitiveness and employment” as the new 
Objective 2. Within our sample, the impact can be observed most intensely in NRW 
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where the state government decided to hand out a significant portion of its structural 
fund money via cluster contests. In order to receive appropriate slices of this sizeable 
cake, regions and municipalities within NRW had to develop cluster concepts and 
specific projects. This includes numerous cases where available and sometimes 
older concepts where pulled off the shelf and (re)labelled with the “cluster brand” 
(MARTIN/SUNLEY 2003), which undoubtedly contributed to the inflationary use of the 
cluster term. Although more modestly funded, Lower Saxony’s ‘regional growth 
concepts’ are a similar example for top-down diffusion. As a consequence of 
accelerated top-down diffusion, a further professionalization of regional and local 
economic development efforts may be observed, as well as an increasing 
specialisation of consultants as transfer agents (cf. STONE 2004). The economic 
development and consulting professions may thus be seen among the first and 
possibly foremost beneficiaries of the cluster policy boom in Germany. 

 

VII. Lack of Theoretical Content 

As all documented cases of cluster policy, those reviewed here are, at best, only 
vaguely related to identified market failures, such as external effects, information 
asymmetries or coordination failures, or attempts at resurrecting allocative 
inefficiency (cf. DURANTON 2011). Similarly, cluster theory plays hardly more than a 
minuscule role in cluster-based economic development policy and practice. In our 
sample of cases, explicit linkages with scholarly literature are mostly confined to 
Porter’s definition of clusters as stated in the introduction. Practitioners unanimously 
report that their daily business would leave no time for theoretical reflection. 
Furthermore, a too heavy reliance on theory is conceived as detrimental to the 
mobilisation of cluster firms, which would require a more practical approach. In the 
absence of an explicit theoretical grounding, practitioners resort to implicit theories 
which HOFMANN (1995) already identified for German technology policy, as well as to 
professional experience accumulated through incremental, cumulative and hence 
path-dependent processes of learning by doing (cf. KIESE 2010). 

Since policy implications can be derived even from partial approaches, the 
fragmented state of cluster theory cannot be the only reason for its neglect by 
policymakers and practitioners. Of course an absent or flawed theoretical grounding 
does not necessarily doom cluster policies to failure. However, reference to a 
theoretical framework could help lifting the veil of implicit theorising and put checks 
on political and bureaucratic rationality, as well as the rent-seeking behaviour of 
organised minorities at the expense of public welfare. Public choice reasoning tells us 
that this is not in the interest of policy-makers and practitioners. This shows that the 
economic theory of politics and bureaucracy serves well to explain the absence of 
explicit theories in cluster policy and practice. It appears safe to assume that by doing 
so, the latter forego one possible source of knowledge to inform their action. 

 

XII. Insufficient Identification of Cluster Potential 

The methodological toolbox available for the identification and analysis of cluster 
potential is only sparsely utilized in policy and practice (cf. table 1). The method that 
is most widely applied – interviews and moderated workshops with representatives of 
firms and research organisations within a potential cluster – appears rather 
susceptible to rent-seeking behaviour. More objective and demanding, i.e. expensive 
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analytical methods, such as social network or value chain analysis, are commonly 
relinquished due to time and/or budget constraints. This bears the danger, however, 
that the uninformed allocation of public resources in “wishful thinking” clusters (cf. 
ENRIGHT 2003, p. 104) may cause even higher costs in the medium and long term 
than a proper and open-minded analysis would in the short run. Rather than 
exploiting the methodological toolbox for cluster analysis more fully, policy-makers 
and practitioners tend to resort to consultant reports on the megatrends of the future, 
before the decision on a region’s cluster portfolio for political promotion is eventually 
made in the political and practical arenas. Vested interests, but also the desire for 
spatial equity and proportional representation consequently produce cluster policy 
portfolios that no longer meet the demands of economic rationality and are not likely 
to maximise public welfare. Sloppy cluster mapping tends to lead to the promotion of 
“wishful thinking” clusters, an inflation of cluster policies and a decline of cluster 
orientation during implementation. 

 
Method NRW Bav Dort Berg WOB Han Brun CF Reg 

Expert opinion, professional reports � � � � � � � � � 

Moderation of regional actors   � � � � � � � 

Measures of concentration 
(absolute/relative) 

�  � � � � � �  

Dynamic analysis, e.g. shift-share          

Input output analysis          

Functional value chain analysis    �      

Network analysis          

Cluster contests �         

Growth forecasts („Megatrends“) � � � � � � � �  

Decision by shareholders (politics) 
or (*) pre-dating the analysis 

� � � �* � � � � �* 

Table 1: Methods of cluster identification and their application in selected cluster 
policy cases 

Surveyed cluster policy cases: NRW = North Rhine-Westphalia; Bav = Bavaria; Dort = dortmund-
project; Berg = Wuppertal-Solingen-Remscheid; WOB = Wolfsburg AG / AutoVision concept; Han = 
hannoverimpuls; Brun = projekt REGION BRAUNSCHWEIG; CF = Central Franconia (Nuremberg 
region); Reg = Regensburg 

NB: Lower Saxony is not included since the state's cluster policy did not involve a preselection of 
clusters. 

Table 2 Methods for cluster identification applied in surveyed case studies 

Source: KIESE/WROBEL 2011: 1704; Methods based on BERGMAN/FESER (1999, 
ch. 3) and KRÄTKE/SCHEUPLEIN (2001, ch. 3). 

 

These case study results have been confirmed by a survey of the 144 largest 
German cities in 2008. HOLLBACH-GRÖMIG/FLOETING (2008: 10, cf. also 
FLOETING/ZWICKER-SCHWARM 2008: 29 f.) revealed that 63 per cent of economic 
development units claimed to have a coherent strategy for the development of 
clusters, networks, fields of technology, or fields of competence. The authors found 
that in most cases, clusters have been identified based on practitioners’ own 
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experience (71.3 per cent), or by commissioning expert reports (58.5 per cent). 45.7 
per cent of respondents indicated they had drawn their knowledge from the 
moderation of network processes or the assessment of the technological or market 
trends, respectively. Quantitative methods such as measures of concentration, social 
network or value chain analysis are less relevant at between 25 and 30 per cent 
each. In the light of our case study evidence (cf. table 1), the latter figures appear 
doubtful, especially since the 2008 survey has been carried out with a postal 
questionnaire, and there is no guarantee if the respondents knew the methods they 
were asked to tick. 

 

IX. Inflation 

If regional policy is focused on the promotion of clusters alone, then all places and 
regions will claim to have clusters to qualify for this funding. The diffusion of cluster 
policies is thus accelerated top-down. Combined with the lack of conceptual rigour 
and semantic clarity, this tends to hollow out the cluster concept as the term is used 
in an increasingly arbitrary manner and degenerates to a rather meaningless label. 
This process resonates previous political fashions, such as the spread of innovation 
centres across Germany since the mid-1980s, or the country’s almost complete 
coverage with “European metropolitan regions” in the 2000s that stretched far into 
rural areas (cf. BLOTEVOGEL 2006, JURCZEK 2008). The example of innovation centres 
shows how locational competition in a federal system diffuses a political instrument 
far beyond the potential of technology-based new firms it was designed to support. 
As a consequence, many centres had to take in more mature or less technology-
based forms in an attempt to cover their costs (cf. STERNBERG 2004). In a similar 
fashion, the recent boom of cluster policies appears to have diluted the underlying 
concept through opportunistically stretching it too far. 

As another consequence of cluster policy inflation, conceptual alternatives are being 
neglected. MASLOW (1966, p. 15) referred to the human temptation “if the only tool 
you have is a hammer, to treat everything as if it were a nail”. The formation of 
clusters is generally complex and requires some potential already in place, so that 
other concepts may be more appropriate for regions lacking such preconditions. 
Further to the cluster concept’s fuzzy nature, cluster policy inflation may be seen as 
another reason for the choice of alternative terms in Germany, such as fields of 
competence (Kompetenzfelder), lead industries or focus industries. Their usage 
signals some semantic resistance against an ubiquitous trend. 

 

X. Declining Cluster Orientation 

In essence, the generalised trends outlined above mean that the cluster orientation of 
policies tends to decline in the process of implementation. As a consequence of 
political and bureaucratic rationality, an opportunistic overstretching of the cluster 
concept combines with sloppy analysis to support too many clusters with insufficient 
potential for self-sustained growth based on localisation economies. Political 
pressure for “early wins” and visible results increases the pressure on practitioners to 
prefer less demanding and selective generic projects over instruments specifically 
targeting clusters. Any organisation charged with implementing cluster policy will 
inevitably develop a tendency to follow its primary goals of securing its existence and 
maintaining or increasing its budget or discretionary powers. It can thus hardly afford 
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to “run a marathon” and support a cluster’s evolution over decades. Pessimists 
among the interviewed experts expect cluster policies to be a fashion trend that will 
subside sooner or later. The declining cluster orientation that was found in four of the 
seven regional case studies supports this view, as does the accelerated top-down 
diffusion of cluster policies. 

 

6 Policy Recommendations and Research Needs 

The generalisation of our case study findings into ten stylised facts allows to derive 
four broad recommendations for the policy and practice of cluster development. The 
first recommendation draws on the understanding of clusters. Policymakers and 
practitioners should appreciate the organic nature of clusters as an empirical 
phenomenon and see themselves as moderators and facilitators, but not as creators 
of clusters. There is thus a need to reconcile evolutionary and constructive forces of 
cluster development (cf. SÖLVELL 2008). By selecting clusters for promotion and thus 
favouring some over others, governments pretend to know the future better than 
decentralised market player, which HAYEK (1975) condemned as “pretence of 
knowledge”. The late Nobel laureate would rather prefer open clusters contests, such 
as the federal government’s leading-edge cluster competition or NRW’s RegioCluster 
contest, as devices to discover the most promising (potential) clusters (cf. HAYEK 
1968). 

From a theoretical perspective, equating clusters with networks appears less harmful 
in early stages of the cluster life cycle, when rather diverse competences need to 
interact for the cluster to reach critical mass (cf. MENZEL/FORNAHL 2010). However, 
when a cluster move through its life cycle to reach the stages of growth and maturity, 
competition, knowledge exchange across industries and regions, as well as a 
constant rejuvenation of the firm population through entrepreneurship become more 
important to prevents its degeneration through lock-ins (cf. GRABHER 1993A, HASSINK 

2010). This cyclic nature of cluster development is commonly ignored when 
policymakers believe their role is to set in motion clustering processes and then pull 
out after some initial, mostly declining public funding. This is no case for the 
permanent subsidisation of clusters. However, unsystematic evidence suggests that 
private sector-led cluster initiatives may develop into clubs in which insiders have 
strong incentives to block the admission of potential competitors as new members 
(cf. BUCHANAN 1965). In such cases, public agency may be needed to prevent 
welfare losses from collusion. Nevertheless, taking political rationality and historical 
examples like the Ruhr into account, public agents can be captured by vested 
interests that cause regional networks to degenerate into “prevention alliances” 
(GRABHER 1993B). 

As a second broad recommendation, cluster policies need to be tailored to the spatial 
confines of a cluster, which usually deviated from administrative boundaries, and the 
time horizon of its development, which extends well beyond election periods. 
Problems of over- and underbounding can be avoided with an open and flexible 
approach. Examples like Bayern Innovativ or the case of Regensburg may serve as 
references here, although financial support is still tied to administrative territories. 
The federal government’s leading-edge cluster competition also proved helpful in this 
respect, as it induced regions from different federal states to join forces, helped by 
the fact that federal money does not care for state boundaries. The Central Franconia 
and Wuppertal-Solingen-Remscheid cases show how cluster policies can help 
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overcome parochial thinking, avoid underbounding and enhance the region’s 
organising capacity (cf. BERG/BRAUN 1999). Underbounding was an issue in the 
cases of hannoverimpuls and the Braunschweig region, which both promoted 
automotive in their territories which were in fact rather two parts of one larger cluster. 
It took many years until a cluster management was finally installed at the higher 
spatial level of the metropolitan region encompassing the south-east of Lower 
Saxony including Hannover, Wolfsburg, Braunschweig and Göttingen. The cluster 
policy territories are thus adapted to better reflect the spatial geometry of clusters, 
which is defined by the density of organisations and interactions. 

While there is progress in the spatial matching of clusters and policies, their temporal 
mismatch appears somewhat harder to reconcile. Political pressure to produce “early 
wins” is a main cause for the declining cluster orientation that can be observed in 
some case studies. Depending on one’s viewpoint, this may be embraced as flexible 
pragmatism, or criticised as failure. Interviewed consultant unanimously blame the 
lack of political leadership as the main impediment to the implementation of cluster 
concepts. Leadership is indeed needed to pursue a long-term strategy rather than 
short-term symbolic measures, and in turn requires broad social consensus. The 
issue of political leadership has more recently been addressed in political science (cf. 
GLAAB 2007), and also taken up in cluster research by SYDOW ET AL. (2011) and 
JUNGWIRTH/RUCKDÄSCHEL (2012). 

Third, conceptual rigour and semantic clarity is needed to counter the inflation of 
cluster policies, whilst policymakers need courage to promote their regions’ original 
strengths, rather than mindlessly chasing the fashion industry of the day. Historic 
trajectories may be discovered in a region’s economic fabric that may allow for a 
“combination of trends and tradition” (HOSPERS 2004), as in the case of Solingen-
Remscheid where cluster policy marries the remains of the ancient cutlery district 
with design competencies. Participative procedures like regional foresight my help 
discover such region-specific trajectories (cf. KOSCHATZKY 2005), which are also at 
the heart of the European Commission’s decision to make strategies for smart 
specialisation an ex-ante requirement for its structural funds in the 2014-2020 period. 

Fourth, conceptual dilution and a decline in cluster orientation during implementation 
can be prevented if cluster policies are based on a careful and objective analysis of 
cluster potential. More time and financial resources need to be allocated to utilise the 
available toolbox more fully. It will be interesting to see if the instrument of cluster 
contests as a discovery device will diffuse further, either horizontally between federal 
states or vertically into regions. Our case study evidence also highlighted the 
necessity of continuous monitoring and periodical independent evaluation. Especially 
when adopting an evolutionary perspective, it appears unrealistic to develop a cluster 
concept and then implement it over ten years without any adjustment. Changing 
technologies and markets require continuous conceptual review and refinement as 
part of a systematic and reflexive knowledge management, which overstrains most 
cluster organisations. Their limited resources are usually absorbed by day-to-day 
business, which is why literature – both theoretical and best-practice manuals – as 
well as international communities of practice as potential sources of knowledge are 
commonly left untapped. Integrating scholarly or professional consultancy along the 
way may bridge this gap to some extent. 
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Challenges Recommendations 

Understanding of clusters • moderating and facilitating role of policy 
• appreciate organic forces of cluster evolution 

Matching problems (space 
& time) 

• overcome parochial thinking to form regional alliances that match the 
spatial extent of clusters 

• leadership and long-term strategy 

Inflation • identify and promote original regional assets rather than just follow 
fads; marry trends and tradition 

• use participatory methods (e.g., foresight) to discover regional 
trajectories 

Conceptual dilution, 
declining cluster orientation 

• careful and objective analysis of cluster potential 
• exploit toolbox for cluster identification more fully, including open 

cluster contests as discovery device 
• continuous monitoring, independent evaluation 
• continuous review and adaptation of concept/strategy 

Table 2: Regional cluster policies: Challenges and recommendations 

Source: Author’s representation of survey results 

 

The public choice perspective presented in this paper has by and large proven its 
capacity to inform cluster policy research. An obvious next step would be expanding 
the empirical basis to include international comparisons. Drawing on the varieties of 
capitalism approach (cf. HALL/SOSKICE 2001), STERNBERG ET AL. (2010, cf. also 
STOCKINGER 2010) compared cluster policies in the United States and Germany as 
archetypes of liberal and co-ordinated market economies, respectively. Expanding 
this from dichotomous to more nuanced varieties of capitalism, but also to transition 
and developing economies remains a challenge for comparative cluster policy 
research in the future. 

Our research adopted a multi-case study design, which may be complemented in two 
directions. At the macro scale, we still lack a systematic mapping of cluster policies in 
Germany, especially below the level of the 16 federal states. At the micro scale, a 
ten-case study design is no substitute for in-depth single case studies of cluster 
policies, possibly even employing participatory observation (cf. BÜTER 2013) or a 
relational perspective (cf. BATHELT/DEWALD 2008). Such research would provide more 
detailed insights into cluster policy processes on the ground. 

The fact that policy and practice has run far ahead of our scholarly understanding of 
clusters also deserves reflection. If scholars want to engage with policy and practice, 
they need to account for the different rationalities at work. Integrating partial 
approaches towards a more comprehensive cluster theory and communicating them 
effectively is one challenge, complementing them with an economic theory of cluster 
policy may be another. The public choice model presented in this paper 
demonstrated its explanatory power and may well serve as a point of departure for 
developing such a theory. While this perspective contributes to understand the 
development and implementation of cluster policies, an institutional perspective is 
also required to explain the variety of cluster policies across regions and to assess 
the potential of and barriers to interregional learning. Last, but not least, the 
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increasing maturity of many cluster initiatives moves the challenge of evaluation up 
the agenda of cluster policy research. 
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