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 We’re interested in clusters as means of 
promoting economic competitiveness 

 Clusters are but one means to organizing for 
competitiveness 

 There are many other institutional 
arrangements critical to competitiveness 

 The government’s role in supporting clusters 
needs to be considered in the context of its 
various efforts to promote competitiveness 
 

Cluster Policy in Context 



Government’s Role in Promoting 
Economic Competitiveness  

 To promote competitiveness, government 
needs a multi-faceted economic strategy  

 Assess 
◦ the competitiveness of traded sector industries 
◦ the adequacy of the resource systems that generally 

support traded industries, such as 
 education 
 workforce 
 financial capital 
 transportation and communications infrastructure 

 
 
 



Government’s Role in Promoting 
Economic Competitiveness  

 Design and implement combination of 
“bottom-up” and “top-down” policies  
◦ Bottom-up – stimulates the competitive efforts of 

market actors through information, facilitation, 
regulation, money 
◦ Top-down – strategic investments in key industries 

 Support for clusters should be an integral 
component of the whole 
 
 
 



The United States Has No 
Economic Strategy 

Federal macroeconomic policy seeks to 
manage economic cycle, not structure 
 Employment Act of 1946—Keynesian, post- 

Depression and WWII 
 “(I)t is the . . . responsibility of the Federal 

Government to use all practicable means ... to 
promote maximum employment, production, and 
purchasing power.” 

 Created Council of Economic Advisers, annual 
economic report, Joint Economic Committee 

 Macroeconomic policies are aspatial 

 
 

 

 

 

 
 



The United States Has No 
Economic Strategy 
1940s-1970s 
 Substantial national and household economic growth 
 The nation’s economic structure looked stable and not 

in need of central policy attention 
◦ largely manufacturing-based  
◦ dominated by a relative handful of major corporations  
◦ based in well-established regional clusters  
◦ not vulnerable to foreign competition 

 Efforts to enhance economic structure were 
addressed outside of traditional economic policy – 
e.g., National Science Foundation, Federal Highway 
Administration, Small Business Administration 

 
 

 
 

 

 

 

 

 



The United States Has No 
Economic Strategy 
1980s-2010s 
 Ongoing restructuring in the face of global 

competition and technological change 
◦ Of regional economies, industries, and labor markets 

 Federal policy responses to competition are ad hoc, 
disparate, siloed, insufficient, underfunded 
◦ For example, Economic Development Administration, 

Technology Administration, Manufacturing Extension 
Partnership, Workforce Investment Act, America COMPETES 

 There is no set of competitiveness policy 
institutions analogous to that for macroeconomic 
policy 
◦ Lack of emphasis on regional 

 



Relevance of Clusters to Economic 
Competitiveness/Strategy 

 Regional traded sectors are the building blocks of 
the national economy  

 Clusters are the engines of regional traded 
sectors 

 Most traded industries have a small number of 
dominant regional clusters 

  Centripetal force 
 Geographic disaggregation of functions reshapes 

some clusters from industry- to function-focused 
 In a world of perpetual economic transition and 

technological change, regional/cluster dominance 
cannot be taken for granted 

 

 

 

 

 
 



 Each cluster is unique—in content, process, 
culture, and trajectory 

 Critical factors of cluster success—
relationships and collaboration, creativity and 
innovation, investments, core skills and 
abilities 

 Importance of effective cluster initiatives—
formally organized efforts to promote cluster 
competitiveness and growth 

 
 

Policy-relevant Characteristics of 
Clusters 



 Market development 
 Education and training activities 
 Research, development, and commercialization 
 Innovation adoption 
 Networking within cluster, within region, and with 

clusters in other locations 
 New business development, firm, and worker 

attraction 
 Representation of cluster interests before 

external organizations 

 
 

Collaborative Activities Facilitated 
by Cluster Initiatives 



Characteristics of Successful 
Cluster Initiatives 
 Are industry-led 
 Are inclusive 
 Involve state and local government decision-

makers 
 Create consensus regarding vision and roadmap 
 Encourage broad participation and collaboration 

in implementation 
 Are well-funded initially and self-sustaining over 

the long-term 
 Link with relevant external efforts 
 



Implications for Competitiveness 
Policy 

 In light of the importance of clusters to 
competitiveness, it’s in the nation’s 
interest to have effective cluster initiatives 
across traded industries 

 However, while cluster initiatives often 
emerge as a natural, firm-led outgrowth 
of cluster development . . . 
 
 
 
 



 
 
 
 
Barriers to the Creation of Cluster 
Initiatives 

 Public good and free rider problems 

 Mistrust among firms 

 Lack of knowledge (“how-to”) 

 Lack of relationships or standing with key 
organizations 

 Lack of financial resources 



 
 
 
 
Rationale for a Federal Support of 
Cluster Initiatives 
 A robust set of cluster initiatives among key 

traded industries would be a valuable asset for 
competitiveness 

 However, the nation’s set of cluster initiatives is 
thin and uneven in terms of geographic and 
industry coverage, level of effort, and 
organizational capacity 

 State- and region-led efforts to support cluster 
initiatives are insufficient—spotty, uncoordinated, 
lacking in knowledge and resources 



 
 
 
 
Rationale for a Federal Support of 
Cluster Initiatives 
For the purposes of national competitiveness, 
federal government involvement is needed to 
facilitate a robust set of cluster initiatives 

 comprehensive regional and industry coverage 

 efficiencies of providing data and information to 
cluster initiatives to support strategy 

 development and dissemination of knowledge 
about effective cluster practices 
 



 
 
 
 
Rationale for a Federal Support of 
Cluster Initiatives 
 financial resources at a scale necessary to 

catalyze cluster initiatives 

 cluster initiative access to an array of 
complementary national economic and workforce 
development program resources 

 cluster initiatives that cross state boundaries 
enabled 

 coordination with a national competitiveness 
strategy 
 



Federal Role in Supporting Cluster 
Initiatives – Principles 

1) The federal government’s approach should 
be flexible, “bottom-up,” and collaboration-
oriented, rather than prescriptive, “top-
down,” or input-focused 

2) The government should have a diverse tool 
kit, including information, knowledge, and 
grants 

3) The federal effort should be funded at a 
level appropriate to the need 

 



Federal Role in Supporting Cluster 
Initiatives – Principles 

4) The federal effort should build and rely 
on the capacity of state and regional 
organizations to catalyze cluster 
competitiveness 
◦ Sub-national partners are adept at relational 

and technical assistance tasks 

5) Federal policy should provide incentives 
to link, leverage and align existing 
federal programs that support regional 
economic development 



Brookings Proposals – 2008  

1) Create an information center to trace 
cluster activity and support cluster 
initiative efforts ($10 million) 
◦ Current, data-rich picture of the geography of 
cluster activity in the U.S. and world 

◦ Register of U.S. cluster initiatives 

◦ Knowledge collection and dissemination on 
cluster initiative impacts and best practices 



Brookings Proposals – 2008  

2) Establish a grants fund to support 
cluster initiative programs nationwide 
($350 million) 
◦ Program feasibility study, planning, initiative 
start-up grants (<= $1 million) 

◦ State and regional cluster initiative operational 
grants ($1 million - $15 million) 

◦ Criteria to be met, 1:1 match 

 

 



Federal Cluster Policy Efforts 
2009-2011 
 This Administration and Congress see  

clusters as an important component of 
competitiveness 

 Regional Innovation Program, Section 
603, America COMPETES (2010) 
◦ Authorizes $100M for EDA 
 Cluster Grants 

 Regional Innovation Research And Information 
Program 

 

 



Federal Cluster Policy Efforts 
2009-2011 
 Taskforce for the Advancement of 

Regional Innovation Clusters (TARIC), 
promoting multi-agency cluster grants 
◦ Jobs and Innovation Accelerator Challenge (20 
grantees, $37M) 
◦ Research-to-deployment 
 I6 (6 grantees, $12M) 
 I6 Green (6 grantees, $12M) 
 E-RIC (1 grantee, $130M) – Building Energy 
Efficiency 
 

 
 
 



Federal Cluster Policy Efforts 
2009-2011 
 Economic Development Administration 
◦ Reorientation of investment priorities 
 #1 Collaborative Regional Innovation--Initiatives 
that support the development and growth of 
innovation clusters based on existing regional 
competitive strengths. 

◦ Manages i6 Challenge and Jobs and Accelerator 
Challenge 

◦ Clusters Mapping Project ($1M) 

◦ Regional Innovation Acceleration Network 

 
 

 

 

 



Federal Cluster Policy Efforts 
2009-2011 

 Small Business Administration 
◦ Innovative Economy Clusters grants (10 
grantees, September 2010) 

◦ Partner in Jobs and Innovation Accelerator 
Challenge 

 
 

 

 

 



Federal Cluster Policy Challenges 
 Develop a competitiveness strategy for U.S. 

traded sectors and define a clear, substantial 
role for clusters policy within that 

 Articulate and implement a clusters strategy 
that seeks to improve the capacity of all 
clusters to be more competitive, through 
various means: 
◦ Data and information 
◦ Knowledge development and sharing 
◦ Strategic use of scarce federal funds from multiple 

sources 
◦ Increase funding for cluster grant efforts 

 
 

 
 
 



Way in the Past 
 The Federal government understood the 

importance of mapping the geography of 
clusters 











The Government’s Role in 
Stimulating Clusters 

 
Andrew Reamer, Research Professor 

George Washington Institute of Public Policy 
George Washington University 

 
areamer@gwu.edu 

(202) 994-7866 
 

mailto:areamer@gwu.edu

	The Government’s Role in Stimulating Clusters
	Cluster Policy in Context
	Government’s Role in Promoting Economic Competitiveness	
	Government’s Role in Promoting Economic Competitiveness	
	The United States Has No Economic Strategy
	The United States Has No Economic Strategy
	The United States Has No Economic Strategy
	Relevance of Clusters to Economic Competitiveness/Strategy
	Policy-relevant Characteristics of Clusters
	Collaborative Activities Facilitated by Cluster Initiatives
	Characteristics of Successful Cluster Initiatives
	Implications for Competitiveness Policy
	����Barriers to the Creation of Cluster Initiatives
	����Rationale for a Federal Support of Cluster Initiatives
	����Rationale for a Federal Support of Cluster Initiatives
	����Rationale for a Federal Support of Cluster Initiatives
	Federal Role in Supporting Cluster Initiatives – Principles
	Federal Role in Supporting Cluster Initiatives – Principles
	Brookings Proposals – 2008 
	Brookings Proposals – 2008 
	Federal Cluster Policy Efforts 2009-2011
	Federal Cluster Policy Efforts 2009-2011
	Federal Cluster Policy Efforts 2009-2011
	Federal Cluster Policy Efforts 2009-2011
	Federal Cluster Policy Challenges
	Way in the Past
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	The Government’s Role in Stimulating Clusters

