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clusters is an age-old phenom-
enon. Analysis of benefits of
such agglomeration is also not
new, In the late 19th cenrury,
economists  observed  rhar
SMEs producing arypical prod-
uct in a cluster could realise
economic gains through nter
firm division of labour and the
evalution ofconducivelocalin-
dustrial armosphere in the

CEES.

During the late 20th centu-
rv, analysiz of SME clusters of
the “Third Italy" and various
other performing and non-per
formingclustersin other devel
oped and developing eco-
nomies found that while pres-
ence of external economies is
but natural in clusters, excel-
lence of a performing clusrer
could be explained by the pres-
ence of a phenomenon of
“proactive joint acrions” thar
break down ‘risky’ businessini-
tatives into “small risk able
steps”,

With around 400 SME and
over 3,000 handicraft and
handloom clusters, the scope
for promoting SMEs in clusters
assumes high significance in
India. In1996, Unidolaunched
a cluster development pro-
gramme in India to put the
ahove theories into practice
and creare a methodology of
“nducing development” in an
existing cluster.

The process afeluster devel-
opment evaolved from the prin-
ciplesof*inducingjointaction”
through networks of firms in a
fewselectclusters; whichledto

| typical combinations of busi-
| mess gains—increased numover
and exports, quality improve-
ment, cost savings, higher in-
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vestment and improved busi-
ness infrastructure for the
firms. This empowered rtheir
networks to conninue o
take such joint acrions in the
furure,

The process of cluster devel-
opment starts with a “diagnos-
de study” This not only
identifier the problems and
prospects, butmore imporiant-
Iy findstheopinionmakers, the
leaders, theinterest groups and
the implementers among the
stakeholders, whowillactually
translate the identified vision
andaction plan into reality.

Thenfollowsaphase of trust
building. Here the cluster de-
velopmentagent (CDA), repre-
sentative of the agency that

gradationforapharmaceutical
cluster, creation of business in

frastrociure [or a textiles clus:
ter or technology upgradaton
for ariee milling cluster.

It then slowly spreads over
various other related issues
thal emanate naturally due to
progress made in any one as-
pect of developmenr as idenri-
fied by the “pressure point”,
The local nerwarks own these
jointactivites,

The entre process is done
with the support of various lo-
cal and non-local government
and non-government techni-
cal and financial instunons. A
constant processofmonitaring
and evaluation of the entire
cluster development process

The process ofimplementationstarts
with pressure pointsandslowly
spreadsoverrelatedissuesthat

emanatenaturally. Thelocalnetworks

ownthesejointactivities.
Whileagroupoffirms cooperate
injointlyfinding newmarkets,
theycanand docompetewitheach
other, perhapsinstriking business
dealswith potential customers

mnitiated the process, builds
trust with and among the
cluster stakeholders and helps
create informal/ formal agree-
ments among various net-
works of stakeholders on
initiating joint acdvides as de-
fined bythe demand generared
‘Action Flan®. This process of
trust building thar starts with
interactions and small resules,
builds up momentum during
theprocessotimplementation,

The process of implementa-
tdon stares with “pressure
potnts,” This can invalve find-
ing new markering avenues for
ahandloomcluster, qualityup-

giddesthe developments,

It must however be empha-
sisedthatthe processofcooper-
atonisnat all pervasive. While
a group of firms cooperate in
jointly finding new markets,
they can and do compete with
each other, perhaps in striking
husiness deals with potential
customers. Hence this is a
process of competitive cooper-
ation, 1.e. cooperate where you
can and compete where you
must,

The prepensity towards a
joint action grows with the
chanees of business gaing
from that joint actdon and

the possibility of division
of deliverables fromit,

The marurityof the netwurk
alsomarrers. The more mature
anetwork, i.e., higher the level
af trusr among the firms in a
nerwnrk hased on previous ex-
periences of juint action, high-
er is the probability of joint
acrion being urganised. Hence,
for a network, successful and
simple joint actions build up
propensity Lo go for complex
JEInt ACtions.,

It is very important to star
with relalively simpler activi-
ties and slowly move towards
more complex joint actions.
Above all, it is very important
that the firmsmustsee director
indirectbusiness henefirbefore
investinginjoineacrons. Thus,
it is advisable to break down
complex and long-run actions
into smaller deliverables, to
which firms can easily relare.

The rale of “illusive” busi-
ness  development service
providers with an attitude of
waorking with MSMEs is very
impartant in up-sealing the
process. Hvery stakeholder,
even the “middlemen” who
add true value, play a critical
roleand should thereforebeen-
couraged, rather thanbeing re-
placed. The presence of a
full-time CDA in the cluster,
and having some degree
of financial and technical deci-
sion-making power are also a
must.

Theprocess slowly bufldsup
the social capital of the cluster
that rests with the nerworlks
that have been creared and en-
ergised. The outcome is a pri-
vate sector led growrh process
within a framewark of “public-
private parmership”.
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