[image: image7.jpg]sbe

Institute for Small Business
& Entrepreneurship



Institute for Small Business & Entrepreneurship 

7-9 November 2007 - Glasgow, Scotland


Local Clusters Promotion: A Case Study Investigation

Dr Mike Crone, Senior Lecturer in Management

Queen’s University Management School

25 University Sq, Belfast, Northern Ireland, BT7 1NN

Tel: 028 90971362  Email: m.crone@qub.ac.uk
Type of Paper: Discussion

Track Theme & Topic: I1 - Development and management of networks and clusters 

Key Words: 
clusters promotion / cluster initiatives / institutional modes /

thresholds and transitions / case study / ICT sector

Objectives: Can, and should, policy-makers intervene in an attempt to create or sustain local industry clusters, and, if so, how should this be done? A review of the burgeoning clusters literature reveals surprisingly few studies on the practice of clusters as policy (aka 'clusters promotion' or 'cluster initiatives'). The broad aim of the paper to provide some insights into the process of local clusters promotion (especially the problems, barriers and obstacles involved). The specific aim of the paper is to empirically ‘test’ (or examine) some recently proposed conceptual models of clusters promotion and the clusters formation process. An ultimate aim of the study is offer guidance to policy-makers and practitioners working in this area.

Prior Work: Policy-makers have raced ahead with cluster-based economic development strategies, before there was an evidence base in place to justify, or equally importantly, guide such endeavours. Two conceptual contributions - which are potentially of practical use in the latter area - are Atherton's (2003 & 2006) empirically-derived model of ‘bottom-up’ clusters formation and Fromhold-Eisebith and Eisebith (2005)’s distinction between explicit top-down and implicit bottom-up ‘institutional modes of cluster promotion’.

Approach: The study employs a single case study design focused on a local cluster initiative in the ICT sector from the North West of Ireland. The case study draws on face-to-face interviews conducted with key stakeholders in the initiative and a desk-based review of key project documentation from the cluster initiative, covering a five year period from its inception in 1999.

Results: Our empirical case study investigation finds some utility in both models examined. Atherton’s framework was useful in drawing attention to ‘sticking points’ in the clusters formation process, which occurred when the cluster and its participants were unable to satisfy certain ‘conditions for transition’. Fromhold-Eisebith and Eisebith’s framework focuses our attention on the link between the ‘institutional mode’ of cluster promotion and the likely outcomes of a cluster initiative. In our particular case, we identified a conflict between the explicit top-down objectives of certain institutional stakeholders and the more implicit bottom-up objectives of many (smaller, independent) participant companies. 

Implications: Ultimately, the policy implications of the study will concern the scope and potential limitations of local cluster initiatives and the potential impact of the adopted 'institutional mode' on the success or otherwise of such initiatives.

Value: The study contributes to the small existing academic literature on 'doing' clusters policy. The primary contribution of the study is an enhanced understanding of aspects of the clusters promotion process – from a conceptual point of view - but there are also tentative lessons for policy-makers and practitioners.

Local Clusters Promotion: A Case Study Investigation

1. Introduction

Clustering has been one of the hottest topics in regional economic development over the last 10-15 years, spanning the academic disciplines of regional science, economics, geography, business and management studies, etc. One of the key issues in the clustering debate is the extent to which successful ‘natural’ clusters offer a transferable model or template that can be applied to enhance the economic performance of other regions. More specifically, should policy-makers intervene in an attempt to create, support or sustain industry clusters, and, if so, how this should be done? A review of the burgeoning clusters literature reveals that only a surprisingly small subset deals with the issue of practice – i.e. how to ‘do’ clusters policy. 

This paper seeks to contribute to the small existing literature on the operationalisation or implementation of local clusters policy (aka 'clusters promotion' or 'cluster initiatives'), which is something of a ‘black box’ in the existing literature. Its broad aim to provide some insights into the process of clusters promotion (especially the problems, barriers and obstacles involved). The more specific and immediate aim of the paper is to empirically ‘test’ (or perhaps examine) some recently proposed conceptual models of clusters promotion and the clusters formation process (after Atherton, 2003; Fromhold-Eisebith and Eisebith, 2005)
. This is done through a single case study of a cluster initiative from the North West of Ireland. The case in question offers the opportunity to examine, in some detail, the progression of a local cluster initiative over a five year period from its inception. Tellingly, the case could not be described as an unqualified success, so it offers the possibility of learning lessons from ‘mistakes’. 

The structure of the paper is as follows: Section 2 reviews the literature on clusters and policy, highlighting gaps in current knowledge and introducing two models of clusters promotion. Section 3 discusses methodological issues before Section 4 introduces the case study. Analysis of the case is in Section 5 and some conclusions are drawn in Section 6.

2. Literature Review

2.1 Clusters: a confused concept?
Clusters have figured prominently in academic and practitioner discussions of regional economic development and policy over the last decade. The origins of the clusters phenomenon are usually traced to the work of Michael E Porter (1990; 1998; 2000)
. Recent years have witnessed an ever expanding academic literature on clusters issues including edited books and special issues of journals like Urban Studies and European Planning Studies and, in parallel, an explosion of cluster-based economic development strategies and policy interventions across the world (Sölvell et al, 2003). However, there have recently been suggestions that the clusters juggernaut is running out of steam (e.g. Perry, 2005; Atherton, 2006). This ‘turn’ may reflect definitional ambiguity and confusion over use of the clusters concept, as well as more deep-seated problems with the conceptual and theoretical basis of the concept, as exposed by Martin and Sunley’s (2003) landmark critique. 

In an attempt to make sense of the clusters minefield, Hallencreutz and Lundequist (2003) delimit four different (but overlapping) interpretations of the clusters concept: (1) a means of explaining which factors enable a nation or region to achieve long-term competitiveness in specialized industries (as in Porter’s work); (2) a generic term for theoretical approaches in economic geography etc aiming to explain why firms agglomerate in specific locations; (3) a model for describing complex systems of production based around similar core products or enabling technologies; and (4) a holistic approach to working with regional growth policies (shift away from narrow, firm-based approach to more holistic, regional approach). Perhaps the most important distinction, for the purposes of this paper, is between clusters as natural or organic phenomena - as reported in famous cases such as the ‘Third Italy’ (Pyke et al, 1990) and Silicon Valley (Saxenian, 1994) - versus clusters as an economic policy intervention.

2.2 Clusters as policy
Cluster-based regional economic development policies have been advocated by influential academics such as Porter (1998; 2000), Enright (2000) and Rosenfeld (1995; 2003). Encouraged by these high profile figures, and their disciples, policy-makers and practitioners in many regions and countries across the developed, and increasingly the developing, world have embraced the clusters concept as tool for regional economic development over the last decade (Sölvell et al, 2003). These active attempts to utilise the clusters concept to further regional economic development and competitiveness are sometimes referred to as ‘cluster initiatives’ (CI) and also known as ‘cluster promotion’. Sölvell et al (2003, p.31) rather unhelpfully define a CI as: “organised efforts to increase growth and competitiveness of clusters within a region, involving cluster firms, government and/or the research community”. In a more specific and informative discussion, Waits (2000) points to three different ways in which clusters might be used as an economic policy tool (based on the example of the State of Arizona, USA): (1) as an analytical tool: to better understand the economy and define the economic development customer; (2) as an organizational tool: to engage industry leaders in a regional strategy and to foster communication, networking, and improvement among the companies within and across clusters; and (3) as a service delivery tool: to provide high-value specialized services to key industries. 

However, in recent years, many academics have raised doubts about the efficacy of the clusters concept as strategy for economic development policy. At least three main themes can be identifed in these critiques. First, there are doubts about the transferability of ‘lessons’ from successful ‘exemplar’ clusters, particularly to ‘less favoured regions’. Most of the high profile exemplar clusters are found in regions/countries which possess multiple advantages (including unique socio-economic and institution contexts) which may be hard to replicate elsewhere (Atherton, 2003; Perry, 2005). Further, it is difficult to know what components of a successful cluster best explain its growth (Perry, 2005). Second, there is empirical evidence challenging the alleged an association between cluster promotion and regional economic development and a paucity of examples where deliberate cluster promotion programmes that have been unambiguously successful (Martin and Sunley, 2003, p. 28). In fact there are few, if any, accounts of successful, policy-engineered clusters (Atherton, 2003). Third, there are critical assessments focused on the policymaking process, which question development strategies and initiatives based solely or predominantly on `top-down' aspirations by policymakers to encourage clusters at a regional scale, as in US states such as Arizona, Florida, Massachusetts and Illinois in 1990s (Waits, 2000); Scotland in 1990s (Brown, 2000) and the English regional from late 1990s (Martin and Sunley, 2003). 

This mounting criticism of the clusters approach to economic development has recently led Perry (2005, p.833) to talk of a risk of clusters ‘dropping out of fashion’. Similarly, Atherton (2006) has talked of a ‘growing crisis of faith in clusters’ among policy makers as a result of looming gap between the allure and potential of the clusters concept, in principle, and the difficulties associated with applying and implementing these ideas in practice. In the UK, for example, English RDAs such as Advantage West Midlands, who were initially enthusiastic about clusters are now moving away from the approach. However, a number of authors caution against the outright ejection of the clusters concept from the policy arena. Based on his extensive studies of cluster initiatives in New Zealand, Perry (2005, p.846) has concluded that “the outright dismissal of clusters as merely a chaotic conception is too dismissive” and suggested that clusters be viewed as a ‘mode of enquiry’ for policy-makers. Similarly, Lundequist and Power (2002, p.685) concluded from work on Sweden that “though many questions and problems persist over the use of the cluster-approach it can a useful tool for regional development”. Other authors, such as Lyon and Atherton (2000) and Atherton (2003) have argued for a reinterpretation of clusters promotion as a more local scale (perhaps even aspatial) ‘bottom-up’ phenomenon, whereby groups of companies come together around some common perceived interests/issues to collaborate for mutual benefit. Here there may be some policy intervention in the form of independent facilitation or financial support, for example, but business leadership is vital.
2.3 Gaps in the literature? 

Despite the heated academic debate about the utility of the clusters concept or the efficacy of clusters as policy, it remains the case that hundreds of cluster initiatives have been launched around world and the clusters juggernaut is still rumbling onwards. If policy-makers are going to intervene in an attempt to create, support or sustain industry clusters, how should this best be done? A review of the burgeoning clusters literature reveals surprisingly few studies on the practice of clusters as policy (aka 'clusters promotion' or 'cluster initiatives')
. Policy-makers have raced ahead with cluster-based economic development strategies, before there was an evidence base in place to justify, or equally importantly, guide such endeavours (Martin and Sunley, 2003). Indeed, in his Forward to The Cluster Initiatives Greenbook (Sölvell et al, 2003), Michael E Porter himself recently admitted, “we have surprisingly little systematic knowledge of these initiatives, their structure, and their outcomes...  we still have much to learn about translating the concept of clusters into practice” (p.5). Also, Lyon and Atherton (2000, p.3) have observed that much of the existing work on cluster development concentrates its efforts on describing the potential benefits and drivers for forming groupings, but does not explain how clustering takes place on a day-to-day basis. At a broad level, this study is seeking to contribute our understanding of these issues.

2.4 Models of clusters promotion

As stated in the introduction, the broad aim of the study is to provide some insights into the process of clusters promotion (especially problems, barriers and obstacles encountered) and the main specific aim is to ‘test’ (or perhaps examine) some models and theoretical propositions about cluster promotion from the existing literature. By subjecting these models to scrutiny through a case study investigation they may be affirmed, refuted, modified or honed. The two models concerned are introduced here.

Atherton’s (2003; 2006) cluster formation process

Lyon and Atherton (2000) and Atherton (2003) have argued for a conception of clusters as a ‘bottom-up’ business-focused tool for business development. Atherton’s (2003) study aimed to understand the experiences, drivers and activities of groups of collaborating businesses at a local level. Based on four case studies from northern England he identifies a process of business collaboration and its evolution over time to form local clusters (Figure 1). Atherton’s (2003) model is characterised by “a conceptualisation of clusters formation as an ongoing business development dynamic and a process of emergence, which subsumes specific phases and stages” (p.33). A key feature is thus the distinction of different stages in the clusters formation process, separated by thresholds, and a focus on the conditions for transition across these thresholds to the next stage (Figure 2). Importantly, progression from one stage to the next cannot be considered inevitable or automatic.

Fromhold-Eisebith and Eisebith’s (2005) institutional modes of clusters promotion
Existing academic and policy literatures (including cluster critics) have focused mainly on explicit top-down clusters policy. Fromhold-Eisebith and Eisebith’s (2005, p.1252) argue for a broader conception of clusters promotion, which they define as: “any coordinated set of measures, in whatever constellation and style of implementation, that supports the development of a regional industrial agglomeration towards ideal features of a cluster... Cluster organisations as public or private organisations that take over responsibilities to foster cluster activities”. Based on their empirical study of two auto-industry clusters in Austria and Germany, Fromhold-Eisebith and Eisebith (2005) identify two main institutional modes of cluster promotion: (1) Explicit cluster policies established top-down by regional governments; (2) Initiatives which only implicitly refer to the cluster idea and are governed bottom-up by private companies (Figure 3). This wider definition of clusters promotion should not really be contentious since Porter (1998, p.199) himself has noted that “…many clusters include trade associations and other collective private sector bodies that support cluster members”. The key proposition of Fromhold-Eisebith and Eisebith’s (2005) paper is that the institutional mode of cluster promotion adopted will impact upon cluster promotion activities and outcomes in four main domains: (1) Institutional genesis and composition of the actor group; (2) Structure of finance and decision-making; (3) Preferred target areas and support measures; and (4) Effects on innovativeness and competitiveness.

3. Methodology

3.1 Overview

The study reported in this paper is a single case study of a Cluster Intiative from the North West of Ireland (ITquarter Ireland North West – introduced and discussed Section 4). The study is opportunistic in the sense that the author was invited by the cluster leaders to conduct a ‘review’ (short of a formal evaluation) of the initiative in 2005
. This exercise gave the author priveleged access to an array of information about the CI, and to some of the key actors involved in it. 

Yin (1984, p.23) defines a case study as “an empirical inquiry that investigates a contemporary phenomenon within its real-life context …in which multiple sources of evidence are used”. Case studies are suggested to be the preferred research strategy when “how” and “why” questions are being posed, and are held to offer understanding and give insights into how things work in reality (Yin, 1993, p.13). Hence the case study method was deemed to be an appropriate method for addressing the research aims of the study, as outlined above. Yin outlines three (not mutually exclusive) types of case study: exploratory, explanatory and descriptive. Within the explanatory category, the single case can be used to confirm or challenge a theory (Yin, 2003). More precisely, by exposing a theory or model (here models of clusters formation/promotion) to empirical scrutiny in one or more different settings, it is possible to affirm, refute, modify or hone theoretical propositions. 

The particular novelty or originality of this particular study comes firstly from the opportunity to examine, in some detail, the progression of a local cluster initiative (i.e. ITquarter) over a four-and-a-half year period from its roots in late 2000/early 2001 to summer 2005. This type of longitudinal perspective, which is not always available to researchers, allows the examination of the ‘dynamics’ of clusters promotion. Additionally, this particular case is interesting because the CI in question could not be described as an unqualified success (at least at the time of the study); it has often been argued in business research that there may be greater potential to learn from ‘mistakes’ or ‘failures’ than from success stories (e.g. ‘ideal’ or high profile clusters)

3.2 Details

At least six sources of evidence may be used in case studies: documents (e.g. letters, memoranda, agendas, administrative documents, newspaper articles, etc.), archival records, interviews (open or structured), direct observation, participant-observation and physical artifacts (Yin, 1994; Stake, 1995). The approach adopted in this study draws upon two of these sources: documents and interviews. As Yin has noted, the use of multiple sources of evidence permits triangulation; for example, interviews can be used to corroborate the evidence from documentary sources, or vice versa. 

In the first stage of the study, semi-structured interviews were conducted (from May-August 2005) with executives from 13 participating companies (usually the CEO or MD) and three institutional stakeholders from the ITquarter initiative (see Table 1). The primary aim was to canvass opinion and feedback from the key stakeholders. Key themes for the interviews were: company background; original motivations for involvement in the CI and initial expectations of this involvement; activities in which the firm had been engaged via the CI; reflections/feedback on the experience within the CI; and suggestions for the forward agenda and priorities of the CI. The company sample was ‘purposive’ and stratified rather than random so that a range of different perspectives would be represented. A balance was sought between: (a) recent start-ups, established small indigenous firms, larger indigenous firms and inward investors; (b) ‘pure’ software firms, ICT consulting firms and other IT firms; (c) location within the North West sub-region (Derry vs. elsewhere). The sample was also ‘biased’ towards firms who had been more actively involved in the CI, as these firms were in the best place to comment. The choice of companies to interview was also influenced by discussions with the cluster leaders and by the availability of individuals for interview within the timeframe.
The second stage of the study involved a desk-based review and analysis of project documentation, which was made available in electronic form in its entirety by the cluster leaders. A chronological inventory of around 60 documents (including agendas and minutes of meetings, chair addresses, strategy/discussion papers) was compiled. The focus of the analysis was on issues and themes raised by the interview stage and on ‘critical incidents’ such as key decisions and milestones (after Flanagan, 1954). 

4. The Case Study: Background and Interim Assessment
4.1 ITquarter: background and context

In Northern Ireland, the clusters concept has never been fully embraced as a mainstream economic policy strategy by the regional development agency, InvestNI. However, below the regional tier, a number of cluster-type initiatives have sprung up at the local level across the Province in a range of ‘new economy’ and traditional industries. In fact, the leaders of some of these initiatives have come together in a Cluster Facilitators Forum, with some public financial support, to share their experiences and exchange best practice. Elsewhere on the island, i.e. in the Republic, there is a similar picture. Throughout the 1990s, Enterprise Ireland tended to focus its indigenous industry interventions on the individual firm rather than the cluster, albeit within certain targeted sectors such as ‘internationally traded services’ and software. More recently there has been some recognition of the potential value of cluster-type approaches, including the launch of a ‘Pilot Initiative for Collaborative Projects from Industry-led Networks’ in early 2006 (Lenihan and Sudgen, 2006). A recent study by InterTradeIreland (2006) revealed that despite the lack of leadership at national (Ireland) or regional (NI) level, a plethora of cluster and collaborative network-type initiatives had in fact sprung up across the Ireland in recent years. Thus, clusters and collaborative networks are arguably a current ‘live’ issue in the Irish policy context. 

This paper examines the case of one such local cluster initiative (or collaborative network), namely ITquarter Ireland North West (originally known as the North West ICT Forum). At a public launch event in 2004, and in subsequent press releases, ITquarter stated its mission as follows: “The key objective of the ITquarter is to ‘inform, inspire and interconnect’ IT organisations in the North West…” and further described itself as “an employer-led network, facilitated through NORIBIC’s ClusterNet programme and Momentum’s North West Regional Development Executive, along with Derry City Council, Coleraine Borough Council and Invest Northern Ireland”. This CI has its origins in two ‘market research’ reports carried out into the NW ICT sector in late 2000/early 2001. First, in late 2000, two organisation – NORIBIC
 and Business in the Community – conducted an general needs audit of ICT companies in NW (to identify common areas of concern and opportunity. A number of ‘shared issues’ were identified including the need for VC advice, branding, infrastructure improvements and concerns about staff retention and development. Then, in early 2001, KPMG was commissioned to carry out a ‘Skills Audit’ for Derry Investment Initiative – the inward investment arm of Derry City Council, which pointed to a number of IT skills shortages in the sub-region. Aware of the potential overlap between the two projects, NORIBIC/BITC joined with DII to convene a meeting of managers from around 20 local ICT firms soon after. At this meeting, the firms agreed to meet regularly in a North West ICT Forum. The chair and vice-chair were to come from local ICT firms, with NORIBIC and BITC facilitating and DII providing a secretariat.

By way of context it is important to outline the regional context of ITquarter. The North West is a relatively peripheral sub-region of Northern Ireland, with a strong underlying cross-border dimension, due to the proximity of County Donegal and other ‘northern’ counties of Ireland (See Figure 5). The region is home to Derry/Londonderry, NI’s second city (and Ireland’s fourth largest) with around 100,000 inhabitants but is otherwise largely rural in character, with smaller regional towns such as Coleraine, Limavady and Strabane. In terms of governance, the Northern Ireland part of the North West comprises four of NI’s 26 district councils, centred on the aforementioned towns and cities. Economically, the region is weak by UK and Irish standards, being characterised by low employment rates (<60%), relatively high unemployment and a depedenence on agriculture and declining traditional manufacturing industries such as textiles. The sub-region is relatively remote from Belfast, the locus of policy power (~70 miles or upto two hours drive-time) and is said to be under-resourced with an infrastructure deficit (and even more remote from Dublin, the Irish capital). In this context, ICT is a small but potentially significant ‘new’ industry in the sub-region. The North West is certainly the only area in the north of the island - beyond the dominant Greater Belfast region - with anything approaching a concentration of IT employees or firms. 

Returning to the details of the case, the fledgling NW ICT Forum quickly agreed three strategic objectives (in June 2001) as follows: 1. To brand the North West as a high technology region; 2. To develop a focused schools campaign to encourage IT as a career; 3. To run a series of seminars which address highlighted priority needs (e.g. VC, IP issues, project management, HR, sales and marketing, tendering, quality). BY February 2002, the branding project had been identified by the Chair of NW ICT Forum as the flagship project for the group. In parallel, however, the initiative organized a series of events (workshops and seminars on issues of interest and concern) for the growing membership, and the cluster leaders continued their efforts to build support for the initiatives among stakeholders and recruit targeted companies (software and IT consultancy firms) into the fold. A ‘critical incident’ which is discussed later in the paper is the culmination of the protracted branding exercise in a high profile public launch event in July 2004, by which time the initiative had around 40 member companies. It was at this point that the initiative formally became ITquarter. Around the same, funding was obtained for a full-time Regional Development Executive for the North West through Momentum, the NI ICT Industry Federation. This post was gained by the incumbent Chair of the initaitives, a seasoned industry insider who originates from the region. This individual, along with a cluster faciliator employed by NORIBIC have been the two key ‘clusterpreneurs’ driving the initiative. 

This section concludes with a characterisation of the ITquarter initiative drawing on the ideas of Fromhold-Eisebith and Eisebith (2005). First, taking the implicit/explicit axis (cross-refer Figure 3), ITquarter is not very explicit. For example, the word ‘cluster’ is not part of the brand or mission statement and the majority of interviewed participant companies did not see it as, or talk about in terms of, a cluster. However, the cluster leaders did use some of the language of clusters language and NORIBIC, as the key facilitator, was an exponent of the ClusterNet tools. On the top-down/bottom-up axis note that the initiatives was largely financed (both in cash terms and through time in-kind of the facilitators, secretatriat and latterly the NW Regional Development Executive) via various ‘public sources’. However, countering this ‘top-down’ inclination, both the chair and vice-chairs in the initiative came from local industry and the initiative is self-styled as company-driven/employer-led (i.e bottom-up). Thus, the ITquarter case fits neither the ETD or IBU institutional modes but rather contains elements of both and might be described as a ‘hybrid’ or ‘mixed’ model. Finally, it is worth noting here that ITquarter has some other noteworthy features, which are pertinent to the subsequent analysis, namely a diverse company membership with at least three potential schisms: (1) a mix of early stage start-up, established small indigenous, larger indigenous and inward investor firms; (2) different sub-sectors of ICT, including ‘pure’ software development companies, IT consultancy companies and other ICT firms like IT infrastructure firms; (3) the sub-regional geography, including Derry versus non-Derry based firms.

4.2 Interim assessment of ITquarter

The aim of this section is to provide as broad cross-sectional assessment of the ITquarter at Summer 2005, the time of the review conducted by the author. This assessment is based predominantly on the interview programme with participant companies and adapts the idea of a SWOT analysis by listing the strengths/achievements of ITquarter against the weaknesses/ failings of the initiative (Table 2). Among the achievements of the initiative to date (and therefore strengths) are the successful recruitment of the majority of targeted firms in the region (number around 40), a reservoir of goodwill among participating companies, the personal attributes, knowledge and network (‘social capital’) of the cluster leaders, and apparent support from some key institutional stakeholders. None of these achievements should be trivialised and all involved significant effort on the part of the cluster leaders. The diversity among participating companies is a potential strength of the initiative since the lack of internal competition among the firms should make it easier to develop and maintain ‘trust’. Among the more tangible achievements of the initiatives are the holding of a programme of workshops targeting identified area of need and the development of a regional brand.

Against these strengths and achievements, however, can be listed a number of shortcomings in the initiatives at the time of the review. Interviews with participants revealed a surprising lack of internal awareness among the participating companies (e.g. product or service niches, capabilities and skillsets, which might be a prerequisite for collaborative working, for example) and some concerns about internal communication. In terms of external communication and awareness, the ITquarter website was found to be poor (lack of update information and detail on participating firms and their expertise) and interviewees expressed a concern that the potential of the regional brand had not been fully exploited. There was also a lack of a visible clear action plan and forward agenda and, related to this, some ambiguity about the primary objectives of the initiatives (e.g. marketing and promotion versus representation and lobbying versus networking and collaboration). More worryingly, there was a perception among some firms that the institutional stakeholders were dictating or dominating the agenda. Another concern was that the diversisty among participating companies, which could be a positive in terms of building trust, had also made it harder for the participants to identify and agree common goals and potential synergies and gains form collective action.

Arguably the most fundamental failing of the initiatives, however, was an apparent failure to achieve tangible early wins and demonstrate benefits of membership to firms. Among the benefits identified by participating companies, three small younger firms praised the informal advisory and signposting ‘services’ offered by the cluster leaders, a few companies recognized that ITquarter had improved their awareness of other IT firms in the region, and a couple pointed to specific networking opportunities that had arisen, in one case leading to joint working. However, despite a widespread underlying belief among participant companies that there were benefits to be gained from involvement in the CI, around half of interviewed companies were unable to point to any specific, tangible benefit to date from their involvement in ITquarter. Summing up the sense of frustration felt by some of the key players in the initiative, one individual (CEO of a small indigenous firm) commented: 

"Personally I am starting to have a problem with the cluster. We are a small company, we are maxed out and we are trying to build the company. I have too much on my plate to meet the other guys. To be perfectly honest, there has been an awful lot of talking done and nothing tangible has come from it  ...it is mainly a political situation where lots of talking goes on between Borough Councils, Invest NI, and IT Quarter but nothing has happened" (Vice chair, small indigenous firm)

Although the academic and practitioner literature on clusters promotion points out that cluster building is a long-term activity, the apparent failure of the CI to deliver tangible benefits to a majority of participating firms was a cause for concern was the key reason why it was not possible to characterize the CI as an unqualified success.
5. Case Analysis:  Sticking Points – Where and Why?
Using Atherton’s model of clusters promotion, it is possible to reflect on the ITquarter experience, paying attention to the idea of thresholds and transitions (Figure 5). Recall that according to Atherton’s (2003 & 2006) process model and ‘thresholds’ idea, the cluster may only evolve from one stage to the next if consensus/agreement on goals reached. Based on the assessment given above, it seems that ITquarter has got ‘stuck’ at the emerging cluster stage, where an initial collaborative project has been undertaken, namely the branding project, and to a lesser extent the series of workshops (Figure 1 and 5). The first stages, i.e. recognition of a common issue and acceptance of the need to find help by collaborating is evidenced by the issues identified in the initial needs audits conducted by NORIBIC-BITC and DII in late 2000/early 2001 and by  the attendance of 20+ companies at the initial meeting and the agreement of companies to meet formally as the NW ICT Forum. Movement to the next stage in Attherton’s model, i.e. from ‘opportunity or need to cooperate’ to ‘initial project’ requires: 1. Able to identify & agree benefits; 2. Willing to commit resources. The former is evidence by the agreement of three early strategic priorities, including the brand. But in the ITq case, potential benefits to the cluster were identified but the benefits to individual companies were unclear, uncertain or intangible. The willingness to commit resources was short-circuited by the availability of external (public) funding for this project, which meant companies did not have to bear financial risk and therefore did not fully ‘buy-in’ to the CI. The next transition from ‘initial project’ to ‘multiple projects’ requires: 1. Able to recognise/gauge gain; 2. Development of trust/credibility. In ITq case, the initial project was the brand where the gain was always going to be hard for individual companies to gauge, and the development of trust/credibility was actually undermined by problems with the PR contract, the absence of a clear win, etc. It can be argued that this in turn precluded the transition to the ‘formalisation’ stage. At the time of the review by the author, ITquarter had drafted but not adopted a constitution and had not progressed to the payment of membership fees or attain funding sustainability and independence. 

Thus, in analysing the case, the choice to focus major efforts on the development of a regional brand seems to have been a key factor influencing the success and transition of the initiative. It is interesting to consider, therefore, whose agenda would be best served by a successful brand: institutional stakeholders or participant companies? Certainly in terms of immediate gains, it seems the former, whereas (smaller) companies might only benefit in the medium term and this might not even be tangible to individual firms. Here it is useful to note that NORIBIC have experience of management and delivery in various local/EU funded small business innovation programmes and BITC manage and deliver several SME support programmes, whereas DII have significant experience of promoting the NW as an ideal region to potential inward investors. It is worth recalling that Fromhold-Eisebith & Eisebith (2005) argue the institutional mode of cluster promotion impacts upon activities and outcomes, including: composition of the actor group, structure of finance, decision-making, preferred target areas and support measures. 

[Some further discussion still to be added here]

6. Conclusion

6.1 Discussion of key findings

One potential role for case study research is theory testing and extension. By exposing a theory or model to empirical scrutiny in one or more different settings, it is possible to affirm, refute, modify or hone theoretical propositions. With regards local clusters promotion, the case study investigation of ITquarter has found some value in Atherton’s (2003) model of clusters promotion as an analytical framework. In particular, the ITquarter case provided some empirical validation of Atherton’s key propositions about stages, thresholds & transitions in the clusters development process. In analysing the ITquarter case, Atherton’s framework was useful in drawing attention to ‘sticking points’ in the clusters formation process, which occurred when the cluster and its participants were unable to satisfy certain ‘conditions for transition’. A notable feature of this case was that the initial choice of strategic priorities (particularly the decision to focus on the development of a regional cluster brand rather than on delivering tangible ‘early wins’ to companies) seemed to have negative ‘knock-on’ consequences for the ability of the cluster to make the transition across the various thresholds identified in the Atherton model.

Fromhold-Eisebith and Eisebith’s (2005) framework focuses our attention on the link between the ‘institutional mode’ of cluster promotion and the likely outcomes of a cluster initiative. The ITquarter case provides a useful contrast and complement to two cases presented by Fromhold-Eisebith and Eisebith (2005) in their study. Specifically, the ITquarter cluster initiative fits neither of the ‘ideal’ opposing cases described by those authors (i.e. explicit top-down or implicit bottom-up). In fact, the ITquarter case exhibits elements of both ETD and IBU approaches. The influence of institutional stakeholders, either directly or indirectly, appears to have resulted in some ‘top-down’ inclinations. On the other hand, a number of the CI’s attributes imply an implicit bottom-up model of cluster promotion. One point highlighted by this case study is the simmering tension that lurks in the background when this kind of ‘mixed’ model is adopted. In our particular case, we identified an apparent conflict of interest between the explicit top-down objectives of certain institutional stakeholders and the more implicit bottom-up objectives of many (smaller, independent) participant companies. This inherent conflict seems destined to inhibit the effectiveness of the CI. Specifically, it was argued that the strategic priorities identified and pursued by ITquarter may have been more desirable to the institutional stakeholders and inward investors than to the indigenous small firms involved in the CI. The implication of this finding seems to be that the institutional mode may be one of a number of potential influences on the (non)transition of a CI across thresholds of the type identified by Atherton (2003; 2006). 

A second potentially useful avenue for understanding the issue of (non)transition revealed by the case study was the existence of schisms or conflicting motivations and expectations within the membership of participating companies in the CI (e.g. indigenous small firms vs. larger & FDI firms; sub-regional factions). This factor is not explicitly highlighted by either Atherton’s (2003; 2006) or Fromhold-Eisebith and Eisebith’s (2005) models. However, there are some parallels with a recent paper by Perry (2007), whose study of four cluster initiatives linked to the New Zealand timber industry found that the success of CIs was partly related to enterprise characteristics (especially the extent of firm heterogeneity) within the cluster. This issue merits further investigation.

6.2 Potential limitations?

One of the potential limitations of this study concerns the nature of case study research in general, namely the question of generalisability of findings (‘external validity’). In empirical terms, Stake (2000) notes that case studies are likely to provide generalisations of relevance and transferability to other phenomena that have the same contextual dimension. This might suggest that the lessons of the ITquarter case might be limited to ICT cluster initiatives in regions with similar characteristics to NW Ireland. However, Yin (2003) has argued that generalisation of results, from either single or multiple case study designs, is made to theory and not to populations. Since the primary aim of this study was to examine ‘theory’ (models of clusters promotion), this may limit concerns about external validity.

6.3 Policy implications

An ultimate aim of this project is to offer guidance to policy-makers and practitioners working in the area of clusters promotion. As this paper is a discussion paper and still in development, the policy implications have not yet been fully considered. The policy implications are likely to concern the scope and potential limitations of local cluster initiatives and the potential impact of the adopted 'institutional mode' on the success or otherwise of such initiatives. Above all, the detailed case exposition illustrates the sheer complexity and time investment required to get a cluster initiative off the ground, and highlights the potential intangibility of any benefits that might accrue. It seems safe to say that the study suggests caution is required on the part of policy makers and practitioners who might be inclined to follow cluster-type strategies. Even the likes of Porter and Enright, whose work is often cited as the inspiration for clusters policy, stress the importance of keeping private sector businesses at the centre of any cluster strategy. The story in this paper shows how the involvement of public sector institutions, however well meaning, may seriously hamper the effectiveness of any cluster initiatives, for example by influencing the choice of strategic priorities which may not be in the companies’ best interests. 

6.4 Further research

This study suggests a need for further research. This may have empirical and theoretical dimensions. From an empirical point of view, the study might be expanded into a comparative case study analysis by adding additional cases. Three possibilities here are: (i) cases where different institutional modes have been employed (e.g. purer explicit top-down mode or implicit bottom-up scenarios); (ii) cases in different industry contexts (e.g. non-ICT sectors); (iii) cases in other regions where there is a different policy environment or socio-cultural context (e.g. Republic of Ireland, Scotland or Wales; Scandinavia). The most obvious avenue is comparison with other regional ICT initiatives on the island of Ireland. From a theoretical point of view, there would appear to be potential to integrate and extend Atherton’s and Fromhold-Eisebith and Eisebith’s models into a more powerful conceptual model of clusters promotion, which not only highlights stages, thresholds and transitions in the clusters formation process but also provides clues as to the factors and conditions which may influence (non)transitions.
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Figure 1: Atherton’s Clusters Formation Process
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Source: Atherton (2003) 

Figure 2: Thresholds in Atherton’s clusters formation process
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Source: Atherton (2006) 

Figure 3: Fromhold-Eisebith and Eisebith’s modes of institutionalized cluster promotion
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Source: Fromhold-Eisebith and Eisebith (2005)
Table 1: Details of interview programme with participant companies and institutional stakeholders

	Company or stakeholder
	Location
	Characterisation
	Interviewee’s job title
	Date of interview

	Institutional stakeholders

	Coleraine Borough Council
	Coleraine
	Local government
	Economic Development Mgr
	05/05/2005

	Derry City Council
	Derry
	Local government 
	Investment Officer
	05/05/2005

	Invest NI NW Local Office
	Derry
	Regional development agency
	Manager NWLO
	25/08/2005

	Participant companies

	Aerona Software Systems Ltd
	Derry 
	Indigenous small firm, SU
	Director
	24/06/2005

	Foyle Technologies
	Derry 
	Indigenous small firm, SU
	Managing Director
	05/05/2005

	Icon e-business
	Derry 
	Indigenous small firm
	Director
	16/06/2005

	Iontas
	Letterkenny
	Indigenous small firm
	Chief Technology Officer
	24/06/2005

	Meritcom Ltd
	Strabane
	Indigenous small firm
	Managing Director
	24/06/2005

	Netramedia Ltd
	Coleraine
	Indigenous small firm
	Managing Director
	16/06/2005

	Pramerica Systems Ireland Ltd
	Letterkenny
	Inward investor, large employer
	Director - Information Systems
	25/08/2005

	Singularity
	Derry 
	Medium-large indigenous firm
	Quality Assurance Manager 
	05/05/2005

	Stream
	Derry 
	Inward investor, large employer
	General Manager
	25/08/2005

	Tec-Net (Europe) Ltd
	Derry 
	Established indigenous micro firm
	Managing Director 
	16/06/2005

	Telatec
	Coleraine
	Indigenous small firm, SU
	Director
	16/06/2005

	Unitas Software
	Coleraine
	Established, indigenous small firm
	Managing Director
	16/06/2005

	Western Connect
	Derry 
	Established, indigenous small firm 
	Managing Consultant
	05/05/2005


Note: SU = recent start-up or early-stage business.

Figure 4: Geographical situation of ‘North West’ sub-region
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Figure 5: Analysis of ITquarter using Atherton’s model
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Table 2: Interim Assessment of ITquarter at Summer 2005

	Strengths/Achievements
	Weaknesses/Failings



	· Successful recruitment of majority of target firms in region
· Considerable goodwill of majority of participants
· Support from key institutional actors
· Personal attributes, knowledge and networks of cluster leaders

· Regional brand developed
· Advisory and ‘signposting’ services

· Several useful events organised

· Diversity among participants = lack of internal competition, helping development of ‘trust’

	· Apparent failure to achieve ‘early wins’ and demonstrate benefits to members

· Lack of visible, coherent ‘action plan’

· Lack of internal awareness (e.g. niches and skillsets of other firms)
· External communication, e.g. poor web-site, ‘brand’ potential not fully exploited

· Ambiguity over primary objectives (e.g. marketing & promotion / representation & lobbying / networking & collaboration)

· Perception of institutional stakeholders dictating/dominating agenda
· Diversity among participants = harder to identify and agree common goals and potential synergies




Figure 6: Stakeholder and governance of ITquarter 
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� Whilst an ultimate aim of the project is offer guidance to policy-makers and practitioners working in this area, the recommendations in the paper are very tentative at this stage.


� Porter (1998, p.199) defines a cluster as: “…a geographically proximate group of interconnected companies and associated institutions in a particular field, linked by commonalities and complementarities. The geographic scope of a cluster can range from a single city or state to a country or even a network of neighbouring countries”.


� Among the small number of recent studies of clusters promotion includes work on Sweden (Lundequist and Power, 2002; Hallencreutz and Lundequist, 2003), northern England (Benneworth, 2002; Atherton, 2003), New Zealand (Perry, 2005), Austria & Germany (Fromhold-Eisebith and Eisebith, 2005) and South Africa (Morris and Barnes, 2004). These studies examine a variety of issues from the practical to the conceptual across cluster initiatives, in both new and old economy industries, typically through case study research. Also note that there is a specialist practitioner-oriented consultancy industry which addresses these issues. Most notably, Cluster Navigators Ltd (2001) and Ffowcs-Williams (2003; 2006) have developed a five stage/twelve step cluster development process. Space constraints preclude the detailed discussion of this model here.


� There was a sense that the CI was at a crossroads or point of inflexion, and an implicit suggestion that all was not ‘rosy’.


� NORIBIC is the Northern Ireland Business and Innovation Centre, part of an EU-wide network of BICs. It has delivered Netwin and ClusterNet programmes, as well as other business development initiatives.
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