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Contents of Coaching 2 (Continued)
Part 1 | Theory and Methods to the Regional Dynamic Capabilities View 

Part 2 A. | Cluster Analysis and Porters Diamond: What Makes a Region 
Competitive? 

Part 2 B. | Ecosystems and How to Measure Them

Part 3 | It‘s OWL - Entrepreneurial Ecosystems

Learning Outcomes

- Understanding and Appreciating the Concept of Agglomeration and its Effects

- Grasping Different Quantitative Approaches to Regions

- Learning to Distinguish Between and Compare Different Theories and Concepts

- Learning about Secondary Data Research and Evaluation in Regional Context

-
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Cluster Analysis and Porter‘s
Diamond
What makes an Industry Competitive?
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3 | Cluster Analysis and Porter’s Diamond
Antecedents to Porter 

• Agglomeration (lat.: agglomerare = to pile up): a city and its vicinity 
• i.e. core city and suburbia

• Agglomeration from an Economic Perspective

• "spatial concentration of elements (firms) in an area”

• “agglomeration is the result and consequence of location advantages […] 
through the concentration of enterprises of similar industries (localization 
economies) and different industries (urbanization economies)”

• E.g. Industry Clusters, Shopping Malls, CBDs
• It means as well the process of agglomeration and densification of urban 

areas and business/industry zones and the dynamics behind
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Gabler Wirtschaftslexikon n.d.

Farhauer & Kröll 2014: 256
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3 | Cluster Analysis and Porter’s Diamond
Antecedents to Porter: Agglomeration Effects

Agglomeration effects are location advantages of 2nd kind 
≠ natural endowments e.g. natural resources 

• Microeconomic effects within the firm (internal):
• ↑ output at a location ↑ economies of scale ↓ overhead

• Static external effects:
• Why do agglomerations exist? 

• Dynamic external effects: 
• Why are agglomerations growing?  

Agglomeration effects

Internal effects External effects

static dynamic

Localization economies Urbanization economies

MAR-Externalities Jacobs-Externalities

Porter-Externalities

Farhauer & Kröll 2014: 55-57, 112-120; Bathelt & Glückler 2002: 128 
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Localization Economies Urbanization Economies

Farhauer & Kröll 2014: 55-57, 112-120; Bathelt & Glückler 2002: 128  

• Effects of agglomerating a 
certain industry

• spatial proximity of suppliers
• Specialized workforce
• Mutual use of public goods
• Diversity in prices and quality

for consumer à diverse 
demand

• Effects through diverse 
regional economy

• Large and diverse base of
suppliers, workforce, 
consumers

• Mutual use of public goods

3 | Cluster Analysis and Porter’s Diamond
Antecedents to Porter: Localization vs. Urbanization 
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MAR-Externalities Jacobs-Externalities Porter-Externalities

Farhauer & Kröll 2014: 55-57, 112-120; Bathelt & Glückler 2002: 128  

Knowledge spillover 
through agglomerating 
a certain industry
e.g. face-to-face 
contacts, spin-offs

Knowledge spillover 
through diverse regional 
economy

Knowledge-based externalities 
same as MAR & Jacobs, 
puts focus on internal competition        
in agglomerations
à competition ↑
àà Innovation activity ↑ 
ààà (regional) growth ↑

3 | Cluster Analysis and Porter’s Diamond
Antecedents to Porter: Knowledge Distribution and Transfer 
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Types of Knowledge Transfer

Warnecke 2016: 16

Basic Transfer Personnel Transfer Spin-Offs Interactive Transfer
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3 | Regional Development Strategies
How It Does Not Work According to Porter 

Porter 2014, Youtube.
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https://www.youtube.com/watch?v=mF2CsUcwFrw
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3 | Clusters and Competition
How It Does Work According to Porter

• Key factors in Cluster Theory: competition and cooperation

• “A cluster is a geographically proximate group of interconnected companies and associated 
institutions in a particular field, linked by commonalities and complementarities“ 

• Geographic scope of a cluster can range from a single city or state to a country or even a 
network of neighboring countries

• Cluster boundaries should encompass all firms, industries, and institutions with strong 
linkages, whether vertical, horizontal, or institutional
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Porter 2008: 215; Porter 2014, Youtube; Porter 1998

Guiding Idea: An increasingly complex, knowledge-based, and
dynamic economy needs a new approaches.

https://www.youtube.com/watch?v=mF2CsUcwFrw
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3 | How to Analyze a Region? 
Method: Porter’s Diamond / Case Study
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Porter 2008: 260
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3 | Clusters and regional development
Clusters in the USA
Selected Regional Clusters of Competitive U.S. Industries

Porter 2008: 245

California Wine Cluster
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3 | Clusters and Competition

Mapping a cluster The California Wine Cluster Map

How to identify a cluster?

Porter 2008: 217Open Source
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3 | Cluster Analysis: The Process I 

An exemplary table of contents

The case of the California wine cluster

• The Californian economy, The history of the California wine cluster

• US wine consumption

• Grape production

• Growing regions 
• Vineyard operations
• Wine production
• …(detailed aspects of wine production)

• Distribution, Sales and Marketing, Technology development, Financing

• Competition

• Various competitors on a global scale Context for firm strategy and rivalry?

Factor (Input) Conditions?

Demand Conditions?

Related and Supporting industries? 
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3 | Cluster Analysis: The Process II

Methods

• Relies heavily on 
Secondary Data and
Document Analysis

• Providing/Starting with
Historic Perspective

• Telling a Story: leaders
and pacemakers (e.g. the
president of a state who
proposed a new economic
strategy)

• Case Studies with
explorational character

• Visualized secondary
data
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3 | Methodological implications of Cluster Analysis
and Porter’s Diamond
Example Demand Conditions in the Wine Cluster: Secondary Data
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3 | Methodological implications of Cluster Analysis
and Porter’s Diamond
Example Demand Conditions in the Wine Cluster: More Secondary Data 
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3 | Methodological implications of Cluster Analysis
and Porter’s Diamond

• Demand: Demand for wine is growing in the US

• Domestic Competition: California is the biggest wine producer in the US

• International Competition: main global competitors on the US wine market are 
Italy, France, Chile, Australia 

• Profitability and Margins: premium wine products offer increasingly higher 
revenue than jug wine 

• àTakeaways for Cluster Members: Growing market and increasing demand for 
premium wines ask for better technology, innovation and better firm strategy to 
gain/keep market shares 
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Example Early Findings from Deduced Data
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Variables Operationalization / Indicator Research Method and Sources of Information
Demand Conditions • Quantity vs. Sophistication/Quality: and 

demanding local costumers (Size and quality of 
the market)

• Unusual local demand in specialized segments
that can be served globally

Industry reports, statistics on various scales, when 
derived from historical conditions see path dependency

Context for Firm 
Strategy and Rivalry

• Local context encouraging investment and
sustained upgrading

• Strong competition among locally-based rivals

Industry reports, newspaper reports, when derived from 
historical conditions see path dependency

Expert interviews with entrepeneurs and intermediates

Related and 
Supporting 
Industries 

• Presence, quantity and quality of capable, locally-
based suppliers, 

• Presence, quantity and quality of competitive
related industries

Industry reports, regional statistics

Path dependency • Assumption: foundation of succesful clusters
often lie in the past: historic conditions? Learnings
and possible transfer from other regions?

Historical statistics, yearbooks, chronicles, memoirs = 
document analysis

Important actors • Strong, outstanding personalities, pushing the
cluster development with their personal 
involvement

newspaper reports, expert interviews 
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3 | Methodological implications of Cluster Analysis
and Porter’s Diamond
Relevant variables, indicators and research methods
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3 | Methodological implications of Cluster Analysis
and Porter’s Diamond

Variables Operationalization / Indicators Research methods and Sources of Information
Factor (Input) 
Conditions

• Factor (input) quantity and cost
• natural resources, physical infrastructure

• human resources (workforce) and qualification

• capital availability
• administrative infrastructure
• Information (technology) infrastructure
• scientific and technological infrastructure

• Factor quality and specialization

• ...

Document analysis, Industry reports, regional statistics

National and international statistics for measuring
competition and success

Public announcements and reports

when derived from historical conditions see path 
dependency (next slide)

e.g. number of high skilled employees, number of
research facilities, patent output, research budgets, 
grow rates, number of start-ups, share of industry X in 
national/global competition,
consumption of a good…

Relevant variables, indicators and research methods

Broad Overview of 
Data Pools 
(By Source of 
Origination)

Supranational
• EuroStat (NUTS-Regions) and other EU Reports: 

e.g. Regional Competitiveness Index, Flash 
Eurobarometer Survey

• OECD; G8 etc.
• IMF, World Bank, World Economic Forum: e.g. 

Global Competitiveness Report
• Global Entrepreneurship Research Association
National
• National Data Bureaus and Statistical Offices (or 

any type of institutionalized data aggregators)
• Publications by Ministries: e.g. DeStatis; U.S. 

Clustermapping Tool, U.S. Census Bureau

Local and Regional
• Local Archives and Libraries, Reports, Documents, 

(Business) Newspapers 

Data from the Private Sector (Treat with Caution!!!)
• Market Research Institutes and Consulting Firm 

Publications: e.g. Niehlsen, Statista, Deloitte
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3 | Cluster Summary

20

• Cluster Theory..
• is based on assumptions and findings on agglomeration of economic activity 

suggesting predominantly positive effects of clustering similar or related 
economic value creation. 

• provides a suitable concept for diagnostic purposes: valuable instrument for 
assessing a region and determining relevant actors, events and resources. This 
is particularly suitable for analyzing a region’s status quo and the process that 
produced the status quo (historic perspective). 

• Cluster Analysis..
• is largely based on secondary data from various sources.

• is able to deliver potent results for guiding leaders and policy-makers in 
trying to ameliorate regional competitiveness: goal of successive upgrading.

• can be applied to a diverse portfolio of economic activity and industries.

• frequently points out how clusters perform differently, are in different stages of 
their development, and are impacted and guided by their respective histories.

• provides a rather rigid framework for collecting information on economic 
activity and making sense of it.

• involves the cluster diamond and cluster map.
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3 | Coaching 2 (Part 2 A: Clusters)

Learning Outcomes
- Understanding and Appreciating the Concept of Agglomeration and its Effects

- Grasping Different Quantitative Approaches to Regions

- Learning to Distinguish Between and Compare Different Theories and Concepts

- Learning about Secondary Data Research and Evaluation in Regional Context

-
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