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ÅDefinition: A structured approach between foreign and local enterprises to support 
ŜŀŎƘ ƻǘƘŜǊΩǎ ŜŎƻƴƻƳƛŎ ǇŜǊŦƻǊƳŀƴŎŜ

ÅBenefits: To improve competitiveness by facilitating capital, technology transfer and 
skills development

ÅStatus in the Western Balkans: FDI-SME linkage programmes are in their infancy in 
South East Europe

ÅThree SEE countries have linkages programmes
ÅHowever, most SEE countries believe a structured programme is a key success 
factor for an effective linkages programme

Å¢ƘŜ άƘƻǿ ǘƻέ ƎǳƛŘŜƭƛƴŜ ǿŀǎ ǎǘǊǳŎǘǳǊŜŘ ǘƻ ŀŘŀǇǘ ǘƻ ǘƘŜ ƳŀǘǳǊƛǘȅ ƭŜǾŜƭǎ ƻŦ ǘƘŜ ŘƛŦŦŜǊŜƴǘ 
countries:

ÅFirst step is to define the linkage strategy
ÅSecond step is to set up the basic operating structure
ÅThird step is to prepare for the launch
ÅFourth step is to monitor for results
ÅFifth is to sustain the linkages

Executive Summary
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Linkage Programmes in SEE countries

5 Step Approach 

Agenda

Definition and Context
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What are FDI-SME Linkages and their benefits?

A structured approach 

between foreign and local 

enterprises to support each 

otherôs economic 

performance

FDI-SME Linkage

Country level Benefits

ÅIncreased economic activity

ÅIncreased employment

ÅLong-term increase in local competitiveness

ÅBetter quality products and services

SME Level Benefits

ÅTechnology transfer

ÅSkills upgrading

ÅAlignment to international quality standards

ÅAccess to new domestic and/or foreign markets

MNE level benefits

ÅQuicker delivery times

ÅReduced transportation costs

ÅReduced inventory costs

ÅEnhanced reputation and local license to operate

ÅImproved integration in new overseas markets
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What kind of linkages exist?

Type Definition Results

Backward linkages with 

suppliers

Foreign investors purchase 

components, materials and 

services locally.

New market opportunities 

for local firms. 

Forward linkages with 

customers

MNEs outsource the 

distribution of brand name 

products.

Leads to development of 

downstream relationships 

with local SMEs (i.e., 

franchising).

Linkages with 

competitors

MNEs set new standards 

for local firms to compete 

with.

Raises productivity and 

quality of final goods and 

services produced.

Linkages with technology 

partners

MNEs initiate common 

projects with SME partners 

(e.g., joint ventures, 

licensing and strategic 

alliances)

Source of new technology 

and know-how for 

companies in the host 

economy.

Other effects Inward investors 

demonstrate new ways of 

doing things to local firms.

Stimulates innovation and

human capital spillovers.
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What kind of environment enables the development 
of a linkage programme?

Critical Mass of Purchasing Companies

ÅDemand-side of equation

ÅChance for local SMEs to supply  MNEs

ÅPurchasing requirements of a number of 

companies is critical, one MNE is not 

enough

Pool of Domestic Suppliers

ÅSupply-side of the equation

ÅCompanies capable of supplying goods 

Åand services required by 

Ådemand companies to their 

Åstandards and specifications.

Effective Selection Mechanism

ÅBrings about the ñlinkingò together of the 

demand and supply side

ÅMNEs reluctant to participate in linkage 

programmes  unless they have some control

in selection of suppliers

Support Mechanisms

ÅSupport mechanisms to assist SMEs to meet 

MNE standards may include: 

Åtechnology upgrading 

Åmanagerial training and 

Åaccess to capital to acquire new equipment 
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Examples of measures

Å Handouts and brochures

Å Updated electronic 

databases

Å Acting as honest broker 

in negotiations

Å Supporting supplier

audits

Å Sponsoring fairs,

exhibitions, missions

and conferences

Å Creating a proper

framework for dealing

with IPR 

Å Supporting partnerships

with foreign affiliates

Å Incentives for

R&D cooperation

Å Technology arrangements

as part of incentive 

packages

Å Indirect financing to 

suppliers channelled 

through their buyers

Å Tax credits or tax reductions 

and other fiscal benefits to 

firms providing longterm

funds to suppliers

Å Co-financing development 

programmes

with the private sector

Å Support for private sector

training programmes

Information and 
Matchmaking

Measures to Enhance 
Capabilities of SMEs

Encouraging MNEs to 
Engage in Partnerships
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Malaysia: Tax deductions for knowledge transfer
Example of measures to enhance capabilities of SMEs

ÅUnder Industrial Linkage Programme (ILP), investors claim tax 
deductions for costs involved in providing support to local 
suppliers, including training, product development, and factory 
auditing to ensure local supplier quality. 

ÅUnder Global Supplier Programme (GSP) specialists from 
foreign affiliates are seconded for up to two years to local firms 
for the purposes of local upgrading. 

Background

ÅMetal stamping and precision tooling, contract manufacturing for 
assembly, production of plastics and packaging.

Target Sectors

ÅMost SMEs have emerged as spin-offs from US-owned affiliates, 
as employees have left with technical and marketing expertise to 
set up their own companies, often encouraged and supported by 
the MNEs themselves.

Results
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Singapore: Skill transfer sponsored by the state
Example of encouraging MNEs to engage in partnerships

ÅSingaporeôs Local Industry Upgrading Program (LIUP)promotes 
technology and skill transfers from foreign firms to local suppliers.

ÅProgramme was based on an engineer or manager from the 
foreign firm paid by Singapore Economic Development Board for 
two to three years to select and assist local suppliers.

Background

ÅTwo-thirds of LIUP partnerships in electrical and electronics 
sectors.

Target Sectors

Å1986 -1994: 32 partnerships were created involving 180 domestic 
suppliers.

ÅProductivity of suppliers in the early stages rose by an average 17 
percent, and value added per worker increased by 14 percent.

Å1999: LIUP resulted in linkages between 670 local business and 30 
foreign MNEs and 11 large local enterprises, government-linked 
companies and government agencies. 

Results
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Definition and Context

5 Step Approach 

Agenda

Linkage Programmes in SEE countries
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Linkage Programmes in South East Europe

Challenges

Best practices and lessons learned

Current State
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Who does it?

Serbia

ÅFood processing, 
Automotive, Plastic 
Products, Wood 
Processing, Packaging

ÅSelected on the basis of 
requests by SMEs and 
analysis of needs of 
foreign MNEs

ÅFDI-SME database 
includes general 
information, company 
profile, corporate history, 
geographical presence, 
and financial structure

FYROM

ÅHorizontal approach

ÅSelected on the basis of 
requests of local SMEs

ÅFDI-SME database 
includes general 
information, company 
profile, corporate history, 
geographical presence, 
key supply needs, 
strategy and planning

Moldova

ÅICT, Agriculture, 
Industry, Light Industry, 
Transportation, Tourism, 
Hotel Business

ÅSelected on the basis of 
requests by SMEs and 
analysis of country 
needs and requests 
from foreign companies
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Linkage Programmes in South East Europe

Current State

Best practices and lessons learned

Challenges
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Objectives of the program: Enhanced competitiveness

Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia
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Good linkages help transfer knowledge and 
increase access to new markets for local SMEs

Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia
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aŀƛƴ ŎƘŀƭƭŜƴƎŜǎ ƛƴ ȅƻǳ ǊŜǇƻǊǘŜŘΧ

Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Survey respondents: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia
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ΧŀƴŘ ǘƻǇ ǇǊƛƻǊƛǘƛŜǎ ƻŦ ab9ǎ

Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia
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The need for structured programmes

Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia
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Linkage Programmes in South East Europe

Current State

Challenges

Best practices and lessons learned
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Who else can we learn from?

Czech Republic Ireland Slovenia

Slovakia Turkey   Sweden  

Estonia Hungary Serbia
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Definition and Context

Importance of Linkage Programmes

Linkage Programmes in SEE countries

FDI-SME Linkages

5 Step Approach
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The 5 Step Approach

Phase 1 

Define the 
linkage 
strategy

Phase 2 

Basic structure 
and 

organisation

Phase 3

Design and 
launch

Phase 4 

Monitor 
results for 

impact

Phase 5

Sustaining 
linkages

Economic 

and Social 

Objectives

Self-

Assessment 

Prioritising 

specific 

sectors

Identifying 

foreign and 

local 

participants

Pilot sector

Co-ordination 

committee

Planning and 

budget

Project linkage 

team

Project office 

and business 

linkages centre

Indicator-

based 

monitoring

Database

Approaching 

selected 

companies

First strategic audit

Defining a 

development plan 

with each 

company

Timing the 

initiative and 

media campaigns

Using forums to 

identify 

programmes

Developing 

interactive 

databases

Measuring

Extending to 

other sectors

Concept of 

clusters
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The 5 Step Approach

Phase 1 

Define the linkage strategy

ÅEconomic and Social Objectives

ÅSelf-Assessment 

ÅPrioritising specific sectors

ÅIdentifying foreign and local participants

ÅPilot sector
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1.1 Set clear economic and social objectives

Have a clear vision of how FDI fits into the overall development 
strategy. 

ÅVision should be based on an understanding of the strengths and 
weaknesses of the economy and of the challenges facing it in a 
globalizing world. 

ÅA linkage programme should address the competitive needs of 
domestic enterprises and the implications they have for policies, 
private and public support institutions and support measures.

ÅGovernmentôs objectives should be shared with all principal 
stakeholders. 
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1.2 Conduct a self-assessment

0

1
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5

Existence of generic 

linkage program

Development of a 
sector specific strategy

Implementation of 
sector specific 

approach

Level of internal 

capabilities to make an 
SME-FDI linkage 

happen

SEE region

Your country

Country to focus 
on developing a 
sector specific 
approach
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1.3 Prioritise and focus on specific sectors

Automotive5

Textiles6

Printing & Publishing Food & BeveragesEnergy & Electricity

Financial Services Healthcare & 
Pharma

Telecomms4Travel & Tourism

Metal

Construction

Mining

Real Estate

Agriculture
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Country
Benefits3

Market Attractiveness2

OECD Sector Prioritization Index - SEEregion1

NOTES:  1 Points allocation has been weighted against 2005 real GDP figures for Albania, Bosnia and Herzegovina, Croatia, FYR Macedoniaand Serbia

2 Variables in Market Attractiveness and weights: market growth (20%), total output share and growth rate (20%), value added (20%),  exports as a proportion of total exports(10%), trade             

balance (10%), degree of industry consolidation (10%), number of establishments (10%)

3 Variables in Country Benefits and weights: FDI stock (20%), employment level (20%), potential for employment generation (20%),  potential for innovation (20%), spill-over to other

industries (20%)

4 OECD classification based on NACE codes;  includes ICT and BPO services

5 OECD classification based on NACE codes;  includes automotive components

6 OECD classification based on NACE codes;  included in consumer goods and retailing
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Criteria to help select a sector:

ÅPresence of foreign affiliates and capable domestic firms

ÅDegree of match between local capabilities and MNEs input 

requirements of foreign affiliates

ÅTechnology content of the activity and the scope for moving up the 

value-added chain;

ÅFDI inflows over 5-year period 

ÅFDI as % of GDP 

ÅLevel of unemployment in the sector, 

ÅAvailability of expertise to support SMEs in that sector

1.3 Prioritise and focus on specific sectors
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Best practices in SEE: Adopt filtering criteria

ÅCompany type

ÅRole and position in the sector

ÅPotential attractiveness to the 

country

ÅExisting contracts and relationships

Filtering Criteria adopted by Serbia 
to identify participating MNEs

How countries identified specific 
requirements of suppliers 

participating in the pilot programme

ÅRequest for proposal sent to SMEs

ÅSurvey with the local business 

community

ÅSpecific requests from MNEs

ÅPersonal experience

ÅPublic announcement
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1.4 Identifying relevant foreign and local companies

ÅExisting strategy and announced plans (eg. Reduce costs, enter new 

markets, etc.)

ÅCompany type (e.g. primary target [e.g. intermediary] or secondary target 

[e.g. end-user company])

ÅMarket share globally/regionally

ÅRevenue and profit growth

ÅCurrent and planned presence in the region

ÅExisting relationships and past interactions with companies in the country

Criteria to identify the MNE
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1.4 Identifying relevant foreign and local companies

ÅIdentified by the purchase company

ÅTechnological benchmarking 

ÅSkills audits 

ÅSize of firms 

ÅProduction capabilities 

ÅISO certification

ÅCommitment of key managers to the idea of continuous improvement 

ÅWillingness to upgrade their operations to meet international standards 

ÅAvoid start-up entrepreneurs

Criteria to identify the SME
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1.5 Pilot Sector

ÅBest practice organizations start with a pilot sector

ÅStart small and build policy monitoring, flexibility and learning into the 

programme 

ÅTests programme without committing large resources 

ÅPilot programmes typically last about 18 months and cost nearly $300,000

ÅIdentify clear targets of purchasing companies and potential suppliers 

ÅCarry out technical audits 

ÅEstablish support mechanisms and set up development plans 

ÅThey help define realistic targets for new business development generated 

by the linkage programme

Source: UNCTAD, Developing business linkages,2006
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Lessons Learned from your experiences

ÅRaising awareness, training, 

best practice case studies 

ÅChoose companies which 

provide a various set of 

services

ÅSelect SMEôs through public 

announcements, assess them 

and offer them to take part 

in "Meet the Buyerò events

Suggestions on 

selecting MNEs in the 

programme

Suggestions on selecting 
local companies

ÅFocus on the ones 

identified by respective 

MNEôs

ÅSMEs ability to supply 

goods and/or services 

following international 

standards

ÅAttitude of local SMEs 

management teams

Suggestions on 

selecting the pilot sector

ÅFocus on sectors recognized 

as target sector for attracting 

investment in the country

ÅCluster mapping indicators

ÅConsider the investors 

preference towards specific 

fields of activities
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The 5 Step Approach

Phase 2 

Basic structure and organisation

ÅCo-ordination committee

ÅPlanning and budget

ÅProject linkage team

ÅProject office and business linkages centre

ÅIndicator-based monitoring

ÅDatabase
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Phase 2: Structure and Organisation

2.1      

Coordination 

Committee

2.2          

Planning and 

Budget

2.3          

Linkage Team

Members:

ÅIPA

ÅPrivate sector reps

ÅGovernment

ÅDirector

Function:

ÅGuide overall 

direction

ÅScope

ÅAdvice

Åconsultation

ÅDefine planning and 

budget for different 

stages of programme

ÅNormally 3-5 years 

frompilot to 

extension

ÅIdentify sources of 

funding

ÅState budget and 

donors

ÅResponsible for 

implementing 

programme

ÅProject director

ÅLinkage promoters

ÅStaff should be 

experienced in 

production processes 

and best practices in 

manufacturing 

processes
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Phase 2: Structure and Organisation

2.4           

Project Office 

and business 

centre

2.5   

Monitoring 

Mechanism

2.6         

Developing a 

database

ÅEquipped with 

hardware

ÅOffice 

accommodation

ÅTransport

ÅData storage 

systems

ÅProvided by 

government and 

located within 

existing agency or 

through donor 

agencies

ÅMeasure success

ÅNumber and value 

of contracts

ÅNumber of SMEs in 

supply database

ÅNumber of MNEs in 

purchaser database

ÅNumber of  new 

SMEs in local supply 

chains increased 

sales

ÅProfit and revenue

Should include:

ÅLocal  company 

profiles

Åsegments

Åhistory of 

relationships with 

foreign companies

Ådirect link with 

statistical agencies

ÅInternational 

company profiles 

based on past 

relationships
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Data creation/storage Data usability Data analysis/mining

ω Creation and 
maintenance of the 
reference company 
database

ω Automatic link to 
other Government 
statistical  databases

ω Automatic update of 
registered information 
by company (in 
coordination with the 
National Department 
of Statistics)

ω Automatic feedback 
between IPA and 
companies included in 
the database

ω User-friendly interface
ω UNICODE (UTF -8)
ω Bilingual interface Local 

language/English
ω Standard Query 

Language using QBE 
coding

ω Simple export of data into 
DOC, TXT, XLS or CSV

ω Simple export of codes for 
demonstration to clients, or 
foreign similar institutions

ω Easysearchfunctionalities
Web-publishing

ω Sharing of information 
among MIEPO users

ω Possibility to profile each
company

ω Possibility to leverage the 
database for lead 
generation (identification 
of company having 
òactiveó representatives 
in the country and those 
that are òprospectó)

ω Group / Community
management

Å Easy to-doõs assignment
and monitoring

Step 2.6: Key functionalities of database
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Step 2.6: Proposed structure of investors database

ÅCompany name  

ÅCompany Type

ÅMain Management Body
Section A. General Information

ÅMain Industry

ÅBusiness Segments

ÅTypes of Products
Section B. Company Profile

ÅDate of creation

ÅProduct milestones
Section C. Corporate History

ÅCountries of operation

ÅPresence in the country

ÅLink with suppliers

Section D. Geographical 
Presence and Global Operations

ÅOwnership Structure

ÅFinancial Statements
Section E. Financial Structure 

and Accounts

ÅEstimated Breakdown of Supply Costs

ÅMain Supply needs by category

ÅMain suppliers nationally
Section F. Key Supply Needs

ÅMeetings

ÅEmail Communication

ÅPhone Communication
Section G. History of Contacts

ÅCompany approach

ÅIdeas for collaboration

ÅOpportunities
Section H. Strategy and Planning
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The 5 Step Approach

Phase 3

Design and launch

ÅApproaching selected companies

ÅFirst strategic audit

ÅDefining a development plan with each company

ÅTiming the initiative and media campaigns

ÅUsing forums to identify programmes

ÅDeveloping interactive databases
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Phase 3: Design and Launch

3.2                    

First strategic 

audit

3.3            

Defining a 

development plan

ÅMake clear 

presentations on 

benefits of 

participation

To assist local 

SMEs to become 

qualified suppliers 

necessary to:

ÅIdentify potential 

deficiencies  (capital, 

machinery, labour) of 

supplier SMEs

ÅPrepare plan on 

rectifying 

deficiencies

ÅDevelop schedule 

of activities to 

overcome 

deficiencies

With each 

participating 

supplier a joint 

development plan 

should include:

ÅRecommendations 

on market strategy

ÅTargeted support to 

improve local 

suppliersô 

competencies

ÅAccess to finance 

to assist local SMEs 

to improve 

competencies

3.1            

Approach selected 

companies
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Phase 3: Design and Launch

3.4                    

Timing the initiative 

and media 

campaigns

3.5                  

Using forums to 

identify 

programmes

3.6             

Interactive 

databases

ÅBuild on existing  

country wide media 

campaigns in foreign 

markets

ÅCoincide with 

roadshow and 

investor missions

ÅBest practice 

organisations use 

series of forums with 

local and foreign 

companies

Forums  help find 

common ground 

on:

ÅBusiness               

collaboration

ÅTraining

ÅFinancing

ÅLogs past 

conversations and 

communication 

between local SMEs 

and foreign 

companies.

ÅIdentifies areas of 

common interest.

ÅRecords all feedback 

between interaction 

with foreign 

companies.
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Marketing the pilot sector to both existing and potential 
SMEs

Sector reports 

Marketing and 

Communication 

package for foreign 

investors

Organization of 

matchmaking events 

like roads shows

Exhibitions/Forums

Competitions, awards, 

business start-up 

centres

Road shows

Company-to-

company

How do the countries 

market the pilot sector 

to both existing and 

potential SMEs

OECD Best 

Practice
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The 5 Step Approach

Phase 4 

Monitor results for impact

ÅMeasuring

ÅEvaluating

ÅExtending
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Phase 4: Monitor and Evaluate

4.2         

Evaluating 

4.3 

Extending

ÅMeasure results on 

a quarterly and 

yearly basis.

ÅEvaluate results and 

incorporate the 

lessons learned into 

framework for a 

wider linkages 

programme

ÅConduct company 

surveys covering 

MNEs and local 

suppliers

Measuring extent of 

linkages:

ÅNumber of domestic firms 

that supply a foreign 

affiliate. 

ÅShare of value-added by 

local suppliers to the total 

value added by the foreign 

affiliate.

Measuring depth of 

linkages: 

ÅSupplier productivity. 

ÅImproved quality of inputs. 

ÅIntensify the amount of 

technology used by 

supplier. 

ÅShift the supplier to 

higher value products.

Decision to extend 

pilot to other sectors 

based on:

ÅMonitoring and 

evaluation process. 

ÅExperience pilot 

sector helps correct 

and fine-tune different 

aspects of the 

programme.

ÅSpecific indicators 

such as size and 

number of firms in 

sector, level of 

unemployment, export 

orientation of the 

sector, can be used to 

select new sectors. 

4.1       

Monitoring
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The 5 Step Approach

Phase 5

Sustaining linkages

ÅThe cluster case: post-FDI linkages
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A geographically 

proximate group of 

interconnected 

companies and 

associated institutions in 

a particular field, linked 

by commonalities and 

complementarities.

Cluster

Main elements of a cluster programme: 

Åpromote collaborative R&D instruments to 

support commercialization;

Åinclude both large and small firms;

Åtarget the drivers of national growth;

Åhelp small firms overcome obstacles to 

technology absorption and growth

Åcreate competitive advantages to attract 

inward investment and brands for exports.

Phase 5: Sustaining Linkage Programmes ςThe 
Cluster concept
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Competitive Clusters in South East Europe 

(SEE) countries

Prague, 9-10 April 2008

Private Sector Development Division

[

South East Europe Investment Committee

Investment Promotion Working Group
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Executive Summary

ÅCompetitive clusters can help sustain SME-FDI 

linkages

ÅSEE countries can learn from the OECD countriesô 

experience and practices to increase transfers of 

skills and technology to local firms and economy 

wide competitiveness

ÅIn SEE countries clusters are still nascent

ÅDeveloping clusters depends on the objectives and 

capabilities of SEE countries
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OECD experiences and practices

Competitive clusters in SEE countries

How to initiate competitive clusters 

Agenda

Definition and context
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What are competitive clusters?

Country level Benefits

ÅIncreases competitiveness

ÅRaises productivity of key sectors and enterprises

ÅSupports SME development

ÅTechnology transfer

ÅExport Promotion

ÅInward investment 

SME Level Benefits

ÅCo-operation between industry and the 

research/university sector

ÅCo-ordination of research support activities

ÅConcentration of innovative activities in a small 

number of urban centres

ÅTransfer of knowledge across economic 

actors and across the national territory

A geographically 

proximate group

of interconnected

and associated 

institutions in a 

particular field 

linked by 

commonalities and 

complementarities.
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What are main the elements of a cluster programme?

Promotion of 
collaborative 

R&D instruments 

Creating competitive 
advantages to attract 

inward investment

Helping small firms 
overcome 

obstacles to 
technology 
absorption

Targeting drivers 
of national growth

Inclusion of both 
small and large 

firms
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Lƴƛǘƛŀƭ ŎƘŀƭƭŜƴƎŜǎ ŦƻǊ ƎƻǾŜǊƴƳŜƴǘΧ

Identifying sectors where clusters will 

succeed

Ensuring cluster development is private-

sector driven

Firms being able to work together for their 

common interests
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ΧƭƻƴƎ-term risks

Locking in existing clusters and 

technologies

Excessive specialisation can expose a 

region to external negative shocks, 

especially when labour mobility is low

Property and labour costs may increase 

when the number of companies in a 

cluster increases
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Definition and context

Competitive clusters in SEE countries

How to set-up competitive clusters 

OECD experiences and practices

Agenda
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Marshallian 

Externalities

Labour market 

pooling

Greater variety of 

specialised 

intermediate 

goods and 

services

(Tacit) knowledge 

spillovers

Cluster benefits have been identified in the terms 
of economic policy Why clusters?

Porterôs market 

conditions

Demanding 

customers

Rivalry

Complementarities

Cost advantages

Transportation

Trust

Demanding 

customers

Rivalry

Complementarities
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Clustered activities have a significant economic 
weight in OECD countries Why clusters?

Number of clusters identified Economic weight

Denmark
13 regional clusters/16 national 

industrial clusters

Cluster firms measured to have better than 

average performance

Italy 199 industrial districts

Over 40% of manufacturing employment; in 

1994 firms in districts had significantly higher 

levels of productivity

Japan 19 industrial clusters Over 3,000 manufacturing firms

Netherlands 12 large-scale clusters Accounts for around 30 % of industry GDP

Norway
62 clusters (55 of which are 

manufacturing)
Around 22% of manufacturing employment

United Kingdom 154 (potential) regional clusters
Ranging from 40% of regional employment 

(London) to 15% in the North West region
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Cluster initiatives in OECD countries originate from 
three main policy streams

Policies

Regional

Science and 

Technology

Industrial 

and 

Enterprise

Policy Old New

Redistribution from leading to 
lagging regions

Building competitive regions by 
bringing together actors and 

targeting key local assets 

Financing of individual, 
single sector projects in 

basic research

Financing of collaborative and 
multi-sectoral research involving 
industry and commercialisation

Subsidies to firms; 
national champions

Supporting common needs of 
firm groups and technology 

absorption (especially SMEs)
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Shifts in policy streams are leading to a convergence 
of objectives among programmes

Policies

Science and 
Technology/ 

Innovation Policy

Regional 

Policy

Industrial and 
Enterprise 

Policy
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Cluster initiatives have three main targets:
places, sectors and actors

Targets

Places

ÅLeading

ÅLagging

ÅHubs

Actors

ÅUniversities 

ÅSpin-off  firms

ÅAll small firms

ÅLarge firms

ÅForeign firms 

and investors

Sectors

ÅDynamic

ÅExposed

ÅStrategic 

importance

ÅSocial 

importance

Targets
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Method Criteria

Competitive

ÅWhen best participation is not clear upfront

ÅGauge motivation of participants

ÅValue of ñlabelò effect

ÅLonger terms spillovers for groups not selected

Top-down

ÅClear prioritisation of resources 

ÅValue of ñlabelò effect

Limited 

number

ÅWhen best or possible participants not clear upfront

ÅInformation best obtained by self-identification

ÅGauge motivation of participants

Bottom-up

ÅClear targets (strategic, quantitatively identifiable)

ÅCoherence with other programmes

What are the criteria for the selection methods? Governance

Combination

ÅBest choice in a pre-defined universe

ÅLower level of government best placed to select

ÅQuantitative measures / competition not sufficient
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Forming 

partnerships

< 100 000 EUR

3-5 years

Instruments, funding and duration

Collective services 

and ñlightò R&D 

100 000 ï1 million 

EUR

Several years

ñHeavyò R&D

1 million EUR +

4-10 years

Governance

100 000 EUR ï

1 million EUR

Several years

Forming 

partnerships

Some of the programmes may not bring out the desired private sector responses

ÅDuration unrealistic relative to goals

ÅRegularity or financing is unclear

ÅPublic sector does not have a clear exit strategy
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An effective governance framework is key in the 
development and implementation of cluster policies

Central level 
coordination

Clear 
articulation of 
national and 

regional roles 

Ensure policy 
coherence 

across levels 
of government 

Ensure active 
participation 

and 
engagement of 
private sector 

actors

Governance
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OECD countries monitor and evaluate performance of 
cluster initiatives

Monitoring and 
evaluation

E.g. Clusters Initiative Performance Model, through the web-based 

Global Cluster Initiative Survey

Setting

ÅBusiness environment

ÅPolicy

ÅCluster Strength

Objectives

ÅResearch and Networking

ÅPolicy Action

ÅCommercial co-operation

ÅEducation and training

ÅInnovation and technology

ÅCluster expansion

Process

ÅInitiation and planning

ÅGovernance and financing

ÅScope of membership

ÅResources and facilitation

ÅFramework and consensus

ÅMomentum

Performance
ÅCompetitiveness

ÅGrowth

ÅGoal fulfilment
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Identify what the national levelôs interests are, what the barriers to achieving those goals are, and 

how a cluster approach can help overcome these problems 

ÅWeigh the relative merits of active intervention from the national government versus framework  

conditions and facilitation

ÅUse cluster-type policies as a valuable practical tool

ÅBe realistic with respect to clarity of targets, funding and duration as compared to programme goals

ÅEnsure that programmes have a range of instruments and show flexibility to different cluster types

LearningOECD has identified key lessons learned from cluster 
initiatives in member countries

Ensure policy coherence across sectors and across levels of government

ÅDetermine a cross-ministerial strategy for national level intervention

ÅWork in co-operation with regional levels in programme development for capacity building, coherence 

and complementarity
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Pôles de 

compétitivité

ÅProgramme launched 2005

Å7 international clusters, 10 clusters with an international 

orientation, 54 inter-regional and regional clusters

ÅFranceôs main competitiveness policy - supports collaborative 

industry-research

ÅAttempts to serve multiple purposes by supporting both 

ñinternationalò and ñregionalò oriented clusters

France: pôles de compétitivitéand local production 
systems 

Case studies: France

Local 

production 

systems

ÅOn-going since 1998

ÅSME clusters concentrated in low-technology sectors and 

located in peripheral areas 

ÅGoal: increase level of co-operation among SMEs and help 

them overcome their small size
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tǊƻƎǊŀƳƳŜǎΩ ǇƭŀŎŜ ƛƴ ƎƻǾŜǊƴŀƴŎŜ ŦǊŀƳŜǿƻǊƪ

Agriculture

Defense

Ministry of 

Education, Higher 

Education and 

Research

Ministry of 

Economy, Finance 

and Industry 

Ministry of Interior 

and Regional 

Planning
DIACT: Inter-ministerial  Agency 

for Regional Competitiveness 

and Development

Up to EUR 700 million reallocated from these budgets

Up to EUR 300 million exonerations from social charges and other taxes

OSEO Financing 

Agency (SME and 

Innovation 

Financing Agencies)

National Agency for 

Industrial Innovation

National  Research 

Agency 

(CDC) Quasi-public 

bank that provides 

financing for public 

interest programmes  

Up to EUR 500 million in loans, guarantees, and equity

Pôles de compétitivité
Local production systems 

clusters

Regions, 

departments and 

local governments

Case studies: France
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Map of  pôles de compétitivitéMap of local production systems

CǊŀƴŎŜΩǎ ŎƭǳǎǘŜǊ ǇǊƻƎǊŀƳƳŜǎ ƘŀǾŜ ōƻǘƘ ŀ ƴŀǘƛƻƴŀƭ 
and regional dimensions

Case studies: France



67

Pôles de 

compétitivité

ÅFinal approval of the pôles took place in early 2006, therefore 

it is too early for an evaluation

ÅCritiques of the first months of the programme (e.g. heavy 

administrative procedures, insufficient incorporations of SMEs 

are taken into account to adapt procedures)

Programme evaluation and monitoring 

Local 

production 

systems

ÅJob creation 1993-2001: employment growth in SPLs was 9% 

versus 5.7% in equivalent sectors

ÅNational level industrial performance: 78% of firms in SPLs 

more dynamic in terms of employment versus only 30% for 

firms not yet organised in a system

Case studies: France
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Industrial 

Clusters 

Programme

ÅProgramme launched 2001 under the Ministry of Economy,  

Trade and Industry (METI)

ÅSupports research links and promotes networking among 

economic actors (mainly SMEs) that have complementary 

technology capacities and needs 

ÅStrong focus on relationships among industry, university and 

government, business incubation and support services

Japan: industrial and knowledge clusters 

Knowledge 

Clusters 

ÅProgramme launched 2001 under the Ministry of Education, 

Culture, Sports, Science and Technology

ÅClusters centred around key universities

ÅSeek to promote greater industry ïindustry collaboration

Case studies: Japan
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tǊƻƎǊŀƳƳŜǎΩ ǇƭŀŎŜ ƛƴ ƎƻǾŜǊƴŀƴŎŜ ŦǊŀƳŜǿƻǊƪ

Ministry of Education, 

Culture, Sport, Science 

and Technology 

(MEXT)

Ministry of Economy, 

Trade, and Industry 

(METI)

Knowledge 

Clusters

Industrial 

Clusters 

Programme

Regional Science and 

Technology 

Collaboration Policy 

Group

Regional Cluster 

Promotion 

Associations

Case studies: Japan
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Industrial 

Clusters 

Programme

Å38.5% of companies started new collaborative projects

Å58.7% companies launched new businesses

Å133 of total number of ventures ñspun outò from universities

Programme evaluation and monitoring 

Knowledge 

Clusters 

ÅNo full evaluation yet

Case studies: Japan
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Centres of 

Expertise

ÅOngoing since 1994

ÅDesigned to develop regional innovation systems based on 

collaboration  between university, industry and government

ÅQuantitative targets: create new jobs, prevent job losses, 

create companies, develop innovations and train people in 

selected knowledge-based sectors

Finland: Centres of Expertise and National Cluster 
Programmes

Case studies: Finland

National 

Cluster 

Programme

ÅStarted in 1997

ÅTarget R&D expenditures to key clusters and increase co-

operation  among firms and public sector

ÅSectors targeted: forest cluster, food products, 

telecommunications, logistics, transport
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tǊƻƎǊŀƳƳŜǎΩ ǇƭŀŎŜ ƛƴ ƎƻǾŜǊƴŀƴŎŜ ŦǊŀƳŜǿƻǊƪ

Ministry of 

Education
Ministry of 

Trade and 

Industry

Private  manufacturing 

and servicer companies

Private  manufacturing 

and servicer companies

Public service sector ï

State business

Commercial banks, 

venture capitalists, etc.

National 

Technology 

Agency

Other 

Ministries (13)

Universities, 

Polytechnics, 

Vocational 

education 

institutions

Research 

Institutes (21)

Centres of 

Expertise 

Programme

Case studies: Finland
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Centres of 

Expertise

ÅEvaluation for 1999-2002 programme cycle

Å5,700 knowledge-intensive jobs created

Å5,100 jobs preserved

Å316 new firms created

Å1,400 innovations

Å28,000 persons benefitted from training services

Programme evaluation and monitoring 

National 

Cluster 

Programme

ÅIncreased co-operation with public actors funding research

ÅGreater appreciation of supply chain relationships

ÅAreas for improvement: greater private sector involvement, 

expensive governance costs, insufficient long-term relationship 

building

Case studies: Finland
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Definition and context

¢ƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ǊƻƭŜ

How to set-up competitive clusters 

Competitive clusters in SEE countries

Agenda
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Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia

/ƭǳǎǘŜǊǎ ŀǊŜ ǇŜǊŎŜƛǾŜŘ ŀǎ ŀǘǘǊŀŎǘƛƴƎ ōŜƴŜŦƛǘǎΧ

75%

80%

85%

90%

95%

100%

Increase 
productivity of 

local 
companies

Increase 
innovation

Enhance 
investment 
promotion

Improve 
human capital 

and skills

Increase 
Investment 

Attractiveness

Increase 
members' 

participation in 
int'l projects

Improve 
exchange of 
information 

between 
companies

Creation of 
more tailored 
services to 

industry 
demand

Percentage of 
respondents

Areas of improvement

What do clusters help to improve in SEE countries
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Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia

Χ ŦƻǊ ab9ǎΧ

0%

5%

10%

15%

20%

25%

30%

35%

40%

Lower production costs Access to specific skills Adaptation of technologies 
and products to local 

market

Market access

Percentage of respondents

Area of impact

Perceived impact of an FDI-SME linkage programme at the 
MNE level
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Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia

Χ ŀƴŘ {a9ǎ

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Transfer of technology 
and know-how

Skill gaps Access to international 
markets

Employment Access to capital

Percentage of 
respondents

Area of impact

Perceived impact of a competitive cluster at the local 
suppliers' level
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Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia

Clusters in SEE are usually in the form of industry 
associations

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

Associations/Networks of 
companies called 

clusters

Clusters where 
companies cross 

leverage with academica

Clusters supported by 
government grant

Free economic zones Industrial Parks

Percentage of 
respondents

Type

Existing clusters in SEE
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Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters

Respondents to survey: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia

Clusters tend to focus on specific sectors

40%

45%

50%

55%

60%

65%

70%

Food products, 
beverages and 

tobacco

Wood sector Textile products Transport equiptment 
(including motor 

vehicles) and 
aviation

Real estate, 
computer and other 
business activities

Percentage of 
respondents

Sector

Composition of clusters by sector
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Definition and context

¢ƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ǊƻƭŜ

Competitive clusters in SEE countries

How to initiate competitive clusters

Agenda
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How do we support competitive clusters?

Step 1 

Engaging 
actors

Step 2 

Developing 
collective 
services

Step 3

Support 
collaborative R&D 
commercialisation

For discussion
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Engage actors

Identify clusters Support networks

Step 1: Getting the actors involved

ÅConduct mapping 

studies of clusters 

(quantitative and 

qualitative)

ÅUse facilitators and 

other brokers to 

identify firms that could 

work together

ÅHost awareness 

raising events 

(conferences, cluster 

education)

ÅOffer financial 

incentives for firm 

networking 

organisations

ÅSponsor firm 

networking activities

ÅBenchmark 

performance

ÅMap cluster 

relationships



83

Collective Services

Improve capacity, scale 
and skills of suppliers

Skilled labour in 
strategic industries

Increase external 
linkages (FDI and 

exports)

Step 2: Providing necessary support services

ÅSME business 

development support

ÅBrokering services and 

platforms between 

suppliers and purchasers

ÅCompile general market 

intelligence

ÅCo-ordinate purchasing

ÅEstablish technical 

standards

ÅCollect and disseminate 

labour market information

ÅSpecialised vocational 

and university training

ÅSupport partnerships 

between groups of firms 

and educational 

institutions

ÅEducation opportunities 

to attract promising 

students

ÅLabels and marketing of 

clusters and regions

ÅAssistance to inward 

investors in the cluster

ÅMarket information for 

international purposes

ÅPartner searches

ÅSupply chain linkage 

support

ÅExport networks
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Support collaborative R&D and 
commercialisation

Increase link between 
research and firm needs

Commercialisation of 
research

Access to finance for 
spinoffs

Step 3: Facilitating collaborative R&D and commercialisation

ÅSupport joint projects 

among firms, 

universities and 

research institutions

ÅCo-locate different 

actors to facilitate 

interaction (i.e. science 

parks, incubators)

ÅUniversity outreach 

programmes

ÅTechnical 

observatories

ÅEnsure appropriate 

intellectual property 

framework laws

ÅOvercome barriers to 

public sector incentives 

in commercialisation

ÅTechnology transfer 

support services

ÅAdvisory services for 

non-ordinary financial 

operations

ÅPublic guarantee 

programmes and 

venture capital

ÅFramework conditions 

supporting private 

venture capital
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Private Sector Development Index: Framework on 

Investment Promotion and Facilitation 

For Discussion Only

Prague, 9-10 April 2008

Private Sector Development Division

[
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Framework

Investment Promotion and Facilitation

Strategy

ÅStrategic plan

Institution

ÅInvestment 
Promotion 
Agency

ÅMonitoring and 
evaluation

Programme

ÅSME Linkages 

ÅCluster 
development

ÅInvestment 
Facilitation Body 
(One Stop Shop)

ÅCountry Branding

ÅCustomer 
Relationship 
Management

ÅPolicy Advocacy 

Dimension

Sub-dimensions

Indicators
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Sub-dimension: Programme

Indicator Score and Description

Activities to 

Support SME 

Linkages

1 No activities supporting SME linkages.

2 Programme to support SME linkages proposed.

3 Programme supporting SME linkages adopted and in

initial stage of implementation (< 2 years).

4 Activities to support SME linkages implemented (> 2

years) with clear targets to increase investment for

SMEs. Investment project record has been established.

5 Wide range of SME linkage support programmes that

are sector specific. Strong investment project record

and increase of investment.

Illustrative for discussion only


