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What is,.a Cluster?*
| Business School Prof.

‘ -_:COﬂﬂEC'[ed companles and institutions in a
tICUIaI’ fI6|d (Source: “Clusters and the New Economics of Competition” by

I'Porter, Harvard Business Review, 1998)

mvolvmg suppliers, dlstrlbutors and companies
producing complementary and or related products
and services.

~ Institutions such as government, universities, and
research institutes, etc. also play an important
role.




e

he Cluster Appreach

ofwMichael Porter’s research has focused mostly
world class clusters located in Europe, North
ica and Japan (e.g. the Italian Ceramic Tile

tics Cluster).

er researchers, however, have applied the
&= cluster approach to developing countries including
- South-East Asia.
®_Recent emphasis has been placed on cluster
mapping within countries and also how to develop
strategies to upgrade clusters to make them more
competitive.

uster Competitiveness
(The Porter Diamond Model)

figcording to Porter’s Diamond Model,
tAere are 4 main determinates of a

=~ > Demand Conditions (esp. Domestic Demand)
»The context for Firm Strategy and Rivalry

»Related and Supporting Industries (Strength
and guality of linkages)




~ Factor Conditions
Bamboo & Rattan Cluster: Phu Vinh Village, Ha Tay PrgMifice)

Minor Major
Strength

-Craftsmanship
- Skilled Labor
--Motivation

P hy5| cal
ReSO urces - Shortage of Raw

Materials
- Water Pollution

Infrastructure

“Factor Conditions
mbroidery Cluster: Van Lam Village,
Ninh Binh Province)

Major Minor ‘Minor Major
Weakness | Weakness Strength Strength
-Craftsmanship
- Skilled Labor
- 7Sp85ialized training --
institutes (craft) ?

Physical
RESOU rces - Good Environment

Infrast ructure

- Restaurants, guest-
houses, etc.




actor Conditions: General Remarks

* The key is the existence of specialized factors:

|svery good thgh both clusters lack management /
ng skills.

osely linked to both clusters. Specialization is limited.

ysical Resources: Bamboo and Rattan are in short supply
ically; Prices have increased by approx. 40% over the last 2 years.
‘extiles used for embroidery are produced in both Vietnam and
“imported from abroad. Embroidery cluster has advantage with
=~ regards to location and physical environment.
® Capital: Availability of private credit is limited, though some state
funds are available for both clusters.

® Infrastructure: Overall, very good, esp. for Embroidery cluster
given its proximity to the tourism destination of Tam Coc.

= Demand Conditions
(Bamboo & Rattan Cluster)

Major
Strength

- Moderate use of B & R
products among Pop.
(Demand: Cost/Price)

-Small # of tourists
visiting village

L:.(a‘":é.&': Vi”age) (Demand: Quality)
Foreign
TOU rlStS -Many Tourists are

buying B&R products

(markets: Hanoi) in Hanoi.
(Demand: Quality)

Export v
Market - Many Exporting Co.

- Demand: Prlceﬁ)uality




(direct: \:/_illage)
Foreign
Tourists

(markets: Hanoi)

Export
Market
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Demand Conditions
(Embroidery Cluster)

Minor Major
'Strength | Strength

- Products not used in
urban/rural househol ds

-Tam Coc Tourism
Zone
(Demand: Quality)

- Tourists are buying
embroidery products
in Hanoi .

(Demand: Quality)

-Many exporting
enterprises

Demand: Price/Q uglity

ap—
-

== |ncrease in foreign tourists will lead to improved
~— = product quality.
® The nature of the export demand is sensitive to
both price and quality. B & R products are being
exported to Japan and Germany. Embroidery
products are being exported to Europe.




The Context for Firm Strategy and Rivalry
(Bamboo & Rattan Cluster)

N g e
1 Weakness Weakness Strength | Strength
= ) g
E[Egnoics = Mpz.:t?;
= | -]
Rivalry

The Context for Firm Strategy and Rivalry

~ |Major Minor Minor Major
. Weakness | Wea kness Strength |Strength

- Focus on Cost (lack of
differentiation)

Govt =
Domestic Rz
v R P




ucers in both clusters need to move towards
egies based on differentiation (quality,

urrent Macro-level economic policies are quite
~supportive of cluster development.
Rivalry Is increasing among family based
enterprises.

® Both intense rivalry and cooperation are
Important to overall cluster development.

REIGEUNand Supporting Industries
Bamboepo, & Rattan.Cluster)

~ |Major Minor Minor Major
. Weakness | Weakness |Strength |Strength
I 2 2
A - Suppliers
- Com panles
Lateral
Linkages Tﬁ';‘,fjgﬁ.ﬁ'ti? =




REJAtEURENd Supponting Industries
(Embroeideny: Clusten® _—

Major Minor Mlnor Major
Weakness | Weakness Strength Strength
|mported texllles)

- Packaging, Export
Companies

n r - -
Lateral
LI n kag eS Tf?u()l?g]imskeac%gf ¥

i

ard linkages: Supplie}é-for both clusters
ot very sophisticated.

® | ateral linkages are few. B & R cluster does
have some linkage to the Bat Trang ceramics
cluster. The embroidery cluster is more directly
linked with the tourism sector at Tam Coc.




- National Economics Unrversrty etc) Such
ES Tourism, Business, and Fine Arts / Design can
2 a good degree of technical support to upgrade both

-B'ilrln_g recent visits to_both villages, most producers
mentioned that marketing was their biggest weakness.
= Perhaps business faculty/students from universities in Hanoi can provided some
assistance with regards to marketing research.
— With regards to Export Marketing, international organizations such as the
International Trade Center (ITC) currently offer such training to the private
sector in Vietnam, Laos and Cambodia.

jal tours can be developed to bring tourists directly to the village,
ore providing a greater profit margin to the producers.
FISts also demand higher quality standards, which will lead to the
elopment of new and improved product designs.

—in terms of use of local products in the hotels and also to
promote tour packages for their guests.

® A seminar or workshop should be held to promote cluster
development. This should include the government sector,
tourism industry, universities, and other relevant
organizations.




cial micro-finance / credit programs targeting private
cers in handicraft clusters should also be

.__Fharks for their products as part of a process of
— differentiation. Quality standards should be monitored
by local associations.

® More efforts should be made to develop the
e-commerce capabilities of the craft village producers.

er efforts should be made to encourage the craft
es to display and cross-promote each others
cts.

e Competition and rivalry among producers should be
encouraged, though cooperation, especially with regards
to related sectors and institutions, is also important for
upgrading the cluster.
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