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As Chairman of the Government’s Clusters Policy Steering Group,

I welcome this report by Trends Business Research “Business

Clusters In the UK - A First Assessment”. It is the first time a study

of this type has been conducted and its primary purpose is to 

help the regional development agencies carry out the important

work they are doing on clusters.

When I was asked to lead the Government’s review of clusters

activity it was clear that the work of the regional development

agencies could be greatly helped if they had more information 

on clusters in their areas, and that this information could most

efficiently be produced  by a national study. At that time our

understanding of clusters and their relevance to the UK’s economy 

was patchy. We needed a systematically produced map 

of cluster related activity across the UK derived from a single

methodology. Trends’ report helps us to make a step forward in

terms of providing a basic source of information as well as a better

understanding of the nature of clusters.
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The report is only a snapshot in time, and because of weaknesses

in the public sources of data it is difficult  to provide firm evidence

on embryonic clusters. I am sure, however, it will stimulate further,

more detailed analysis by the regional development agencies 

and other key agencies involved in regional economic

development. The regional development agencies have already

contributed a great deal to the development of clusters and a

companion document sets out briefly how they are taking forward

their work 

LORD SAINSBURY OF TURVILLE
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SIGNIFICANCE OF 
CLUSTERS WITHIN REGIONS

The proportion of a region’s employment accounted
for by the clusters, ranges from 43 per cent in London
to 15 per cent in the North West. The low proportion
of employment covered in some regions may not be
indicative of weakness. For example, the North West
figure is low because its clusters are relatively small
employers and capital-intensive. This may mean that,
even though these clusters may be increasingly
competitive, this may not be reflected in significant
job growth. The complexion of the clusters across
regions and their significance for regional economic
development are issues highlighted by the research.

CLUSTER STAGES AND DYNAMIC

Clusters are classified according to their stage of
development (for example, embryonic, established);
depth (based on the mix and range of industries
present in the cluster); employment dynamic (based
on employment growth) and significance (for example,
international or regional, based on regional discussion,
analysis of the UK’s globally competitive industries and
judgement). 

Analysis of employment growth suggests that for most
of the regions, cluster job creation performance is no
better than the regional average and in some cases
significantly worse. Exceptions to this include London,
the South East and Eastern regions where overall
cluster job creation performance is significantly better
than the regional average.

The research suggests that the deepest clusters, 
or those with the most industries and institutional 
and other linkages, often perform the best. 

Examples of clusters that are established, deep,
growing and international are concentrated in London
and the South East. These include finance and
business services, clothing, travel/entertainment/
tourism, advertising and the music industry in London,
and pharmaceuticals/biotechnology, R&D, and software/
computer services in the South East. Of these, the
strongest UK cluster is financial services in London. 

However, there are examples of clusters like this 
in other regions including ICT/electronics in Eastern,
antique dealing in the South West, aerospace and
perfume/toiletries in the East Midlands, automotive 
in the West Midlands and tourism in Scotland. 

DECLINING CLUSTERS

There are also a number of clusters where employment
is declining. Mostly, these clusters are also described
as mature and shallow. They include shipbuilding in
Northern Ireland, agriculture in Wales and clothing in
the North East. 

The ceramics cluster in West Midlands is an example
of a deep and globally competitive cluster which is
losing employment and perceived to be in decline.
There are also clusters which are losing those
linkages that have traditionally created cluster strength.
Examples are footwear in East Midlands and
agriculture/food in Yorkshire and Humberside. 

EMBRYONIC CLUSTERS

Embryonic clusters, include opto-electronics in 
Wales, TV/digital media in the South West,
biotechnology in Scotland and Wales, and creative
industries in several regions. 

THE CLUSTER CONCEPT 
AND THE MAP

As a result of the breadth of the cluster concept 
and the inclusive approach taken for the map, the
clusters identified in the study need to be examined
in more detail to determine their true nature. 

The detailed regional analyses are designed as 
a significant starting point for this process.

The study may also have missed some clusters which
are very vibrant at the local level because they are too
new or too small to show up in the national data.
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THE UK GLOBALLY 
COMPETITIVE INDUSTRIES 

The identification of several countries’ globally
competitive industries was Michael Porter’s starting
point for the current renewed interest in the cluster
concept. 

The proportion of world exports that originate from 
the UK is 5.08 per cent. If the British share exceeds
this, the product is competitive - or at least more
competitive than average. Other measures have also
been considered and an input/output model of the UK
economy has been constructed to identify linkages
between products and industries (see Annex 3). 

The league table of performance is dominated by
services, notably financial service industries and
products. Four of the top five performing industries 
are financial services (and the fifth is legal services,
which as far as exports are concerned is closely
linked). Education features primarily because of
‘invisible’ export earnings from overseas students 
at British colleges and schools. 

Where possible, the findings from this part of the
research have been incorporated into the classification
of the identified clusters.

STRUCTURE OF THE REPORT

In the remainder of Volume 1, we summarise in
Chapter 1 the approach and methodology employed,
and present in Chapter 2 the main findings of the
research. Chapter 3 discusses individual clusters,
regional distributions and some of the national policy
implications. In Volume 2, we present additional detail
on each of the main UK regions and territories. 
Volume 3 of the report contains four technical annexes.
Annex 1 reviews the theoretical background to cluster
research. Annex 2 details the methods used to
analyse the regional structure and arrive at the cluster
map. Annex 3 describes research underpinning this
report which looks beyond the regional structure 
of the economy to the international performance 
of related industries, and to the structure of links
between industries. Annex 4 outlines the methods
used to analyse international competitiveness, and
inter-industry relationships, and describes the methods
used to create two special input-output tables for
assessing industry linkages. 
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