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Abstract

This paper proposes an overview of the evolution in the wood processing industry in the
process of regional development. The concept of clusters has become more and more
popular in recent years, as more and more theorists and practitioners realize its potential;
nevertheless the idea of cluster research in the wood processing industry is relatively new.
With the shift to knowledge based management, the difference made by creative networks and
clusters that promote research, development and innovation is crucial. The purpose of this
paper is to underline the benefits that can come from cluster development and outline the
impact of clusters on innovation, Knowledge and competitiveness in the wood processing
industry and the Romanian Economy.

81




SEA - Practical Application of Science
Volume I, Issue 4 (6) /2014

Introduction

Clusters can be defined in many ways depending
on the purpose and the specific context in which
the term is used. The cluster(ing) concept
flourished over the past two decades (Asheim et al.
2006), building on microeconomic and economic-
geographic  discourses  explaining  spatial
concentration on the basis of static and dynamic
localization economies. Only slowly recognizing
the importance of the spatial dimension of his
cluster concept, Porter (1990) conceptualized
clusters as groups of firms operating in related
branches of industry at the level of final products,
raw materials, equipment, machinery and services,
for in-stance, competitors, users and producers of
intermediary and final products, and producers of
complementary goods and services.

In recent years for many governments around the
world and the policy makers of the European Union
the development of clusters has become a foca
point. Technology clusters are found in many
European regions. A concentration of competences,
especialy in technological clustering, is found in
the Nordic countries (Finland, Sweden and
Denmark) together with the south of the UK,
Germany and France. In these countries many large
European organizations are present and invest large
sumsin R&D. Employment clusters are dominantly
found in south and east European regions and
Ireland. In central Europe they are often found in
combination with technologica competences.
Many production site companies have been moved
from central Europe to other European regions,
where employment costs are lower and thus
contributed to a rise in employment.( European
Commission, 2012)

What are clusters?

A cluster is not simply an alternative term for an
industry. Clusters span industries -- and are unique
concentrations of interrelated economic activities.
By  definition, clusters are  geographic
concentrations of competitive industries that either
have close buy-sell relationships, common
technologies, or that share a labor pool that gives
businesses within the cluster competitive advantage
(Felbinger, Robey,2001).

Clusters can be defined as a group of firms, related
economic actors and institutions that are locate
close to each other and have reached a sufficient
scale to develop expertise, services, resources,
suppliers and specialized skills. (Vlasceanu, 2014).

A cluster is a geographical concentration of
interconnected companies, specialized suppliers or
support type organizations of related businesses, in
certain areas, which are in competition with each
other and that are at the same time cooperating(
Sternberg, Litzenberger, 2004)
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Following development of the concept of
interorganizational  networks and  practical
development of clusters, many perceive there are
four methods by which a cluster can be
identified(Wikipedia.org- Business clusters):
- Geographical cluster
Sectoral clusters (a cluster of businesses
operating together from within the same
commercial sector e.g. photonics (Aston
Science Park, Birmingham))
Horizontal  cluster  (interconnections
between businesses at a sharing of
resources level e.g. inttelectual property,
knowledge based management)
Vertical cluster (i.e. a supply chain
cluster)
Taking into account the type of comparative
advantage several types of business clusters, based
on different kinds of knowledge, are recognized:
High-tech clusters - These clusters are
high technology-oriented, well adapted to
the knowledge economy, and typically
have as a core renowned universities and
research centers, eg. the East London
Tech City or Paris-Saclay.
Historic know-how-based clusters - These
are based on more traditional activities
that maintain their advantage in know-how
over the years, and for some of them, over
the centuries. They are often industry
specific. For example: London as financial
center.
Factor endowment clusters - They are
created because a comparative advantage
they might have linked to a geographical
position. For example, wine production
clusters because of sunny regions
surrounded by mountains, where good
grapes can grow. Thisis like certain areas
in France, Lombardy, Spain, Chile or
Cdlifornia.
Low-cost manufacturing clusters - These
clusters have typically emerged in
developing countries within particular
industries, such as automotive production
(Bordei, 2014), electronics, or textiles.
Cluster firms typically serve clients in
developed countries. Drivers of cluster
emergence include availability of low-cost
labor, geographical proximity to clients
(eg. Eastern Europe for Western
European clients).( Altenburg, Meyer-
Stamer, 1999).



Knowledge services clusters - Like low-
cost manufacturing clusters, these clusters
have emerged typicaly in developing
countries. They have been characterized
by the availability of lower-cost skills and
expertise serving a growing global
demand for increasingly commoditized
(i.,e. standardized, less firm-specific)
knowledge services. Multinational
corporations have played an important role
in ‘customizing' business conditions in
these clusters (Manning, 2008). One
example for this is the establishment of
collaborative  linkages  with  local
universities to secure the supply of
gualified, yet lower-cost engineers.
(Manning, Sydow, Windeler, 2011).

The theoretical foundation of cluster and network

formation, transaction-cost-reducing characteristics

of cluster and network arrangements are identified

as follows (Sydow 1992):

 Long-lasting arrangements between suppliers or

clients reduce the transaction-cost-specific

investment risk.

» Network-specific stable and intensive exchange

relationships enable a precise knowledge of the

strengths and weaknesses of potential clients or

suppliers and ultimately result in lower costs for

search and negotiation.

* The creation of inter-organizational dependencies

and the practice of control reduce opportunistic

behavior.

» An increase of technological interdependencies

allows the immediate assertion of product and

process innovations.

e Risks in quality can be reduced by mutual

information.

« Inter-organizational learning is accelerated.

e Trust-building measures result in the

establishment of a clan-like inter-organizational

culture in which opportunistic behavior results in

an imminent exclusion from the clan.

Innovation clustersand regional development

The EU regional is based on intangible networking
like clusters that supports the effectiveness of
transformation in EU regions (Pachura P., 2010)

A flexible organization in which each company
performs certain activities in line with the market
demand and the cluster strategy and organizational
learning which is often stated as an objective of
cluster function and formation are crucial elements.
Michael Porter in The Competitive Advantage of
Nations (1990) claims that clusters have the
potential to affect competition in three ways: by
increasing the productivity of the companies in the
cluster, by driving innovation in the field, and by
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stimulating new businesses in  the field.
Maintaining a competitive advantage is crucial.
Porter argues that economic activities are
embedded in social activities; that 'social glue binds
clusters together'(Porter 1998). In regional and
rural areas, significantly more innovation takes
place in communities which have stronger inter-
personal networks.

Blien and Maier in 2008 underline that innovation
dynamics and the structure and evolution of
industrial clusters are two empirical issues that
require a careful analysis of the local economic
context and a identification of the types of
organizations that operate in that environment in
particular. “Identifying the characteristics of the
firms, their transactions, and their relations with
other firms will then allow us to make realistic
assessments of how the firms will most likely
perceive the effects of unintended outward
knowledge spoilers. On this basis we can then
begin to make predictions regarding the types of
local behavior, and the modes of local innovation
generation”( Blien and Maier, 2008).

Muffatto and Giacon said in 2012 that “ clusters
are increasingly seen in modern economies as
strong building blocks for accelerating industrial
transformation and developing new competitive
advantages in a region that will speed up the
creation of new companies and jobs and drive
economic growth(Muffatto, Giacon, 2012).

Clustersand cluster policiesin the EU
Due to the increasing importance of clusters, a
large number of policy initiatives were launched
and implemented in Europe aiming at fostering
existing clusters or creating favorable conditions
for encouraging new ones.
In January 2008, the launch of the European
Cluster Memorandum marked an important step in
supporting cluster development. The memorandum
points out that the European Commission in
association with the Member States should prepare
a framework concept outlining the strategy for
supporting the creation and growth of world-class
clusters in Europe. In October 2008, the
Commission’s Communication entitled ,, Towards
world-class clusters in the European Union:
Implementing the broad-based innovation strategy
,»outlined a policy framework for action which aims
to raise the level of excellence and openness of
clusters. Besides efforts to improve the framework
conditions, thisincludes:
establishing a high-level European Cluster
Policy Group to explore ways to best
assist EU countries in supporting clusters
expanding the policy dialogue under the
European Cluster Alliance (under PRO
INNO Europe®)
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fostering transnational cooperation
between cluster organizations a a
practical level in view of developing and
testing new or better innovation support
tools for cluster firms (European
InnovationPlatform for Clusters (Cluster-
IP) under Europe INNOVA)
The “European Cluster Alliance”, created under the
PRO INNO Europe initiative, provides a platform
bringing together regional, national and European
actors, with the objective to define and implement a
European cluster policy agenda. The role of the
Commission in this processis to facilitate all forms
of cooperation that could lead to more competitive
clusters in Europe, by providing neutral economic
analysis on existing and emerging clusters,
identifying good practice, providing intelligence on
opportunities for cooperation and facilitating
networking at practica and strategic levels.
Ongoing European policies are complementary to
regional and national efforts to build strong clusters
in Europe, thereby contributing to a consolidation
of the scattered cluster picture in Europe, including
the facilitation of cooperation between regions of
unequal development (European Commission,
2013)
According to the INNO-Policy TrendChart in
cooperation with the ERAWATCH tool, more than
130 specific national measures supporting clusters
were identified in 31 European countriesin  2008(
European Commission,2012) .
A survey of cluster organizations in Europe reveals
that cluster organizations put their focus on
building an identity, a strategy and brand for the
cluster, and enhancing innovation through
collaboration across innovation gaps and joint
R&D projects. Less focus is put on business
development among member firms (export
promotion, commercial cooperation and joint
purchasing). (Ketels, Lindgvist, Solvell, 2012).
Cluster based strategies — as part of industry,
innovation, regional and science policy — should
account for both a rejuvenation of established
industries in Europe, as well as paving the ground
for new emerging industries. The chances of
success are improved if such policy initiatives are
fact-based.( Borbei, 2014)
The Commission study on internationalization
opportunities for SMEs in 2011 found that SMEs
face particular obstacles to tapping the global
market, not when it comes to access to market
information, locating possible customers and
finding the right partners. Complex issues such as
compliance with foreign laws, mandatory rules of
contract law, customs rules, technical regulations
and standards, managing technology transfer and
protecting intellectual or industrial property rights
can be seen as barriers in competing on the global
market. In dealing with such challenges SMEsin
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the wood processing industry are usually less well
equipped than larger enterprises with in-house
expertise and financial or human resources.

Clusters in Romania — the wood processing
industry

In 2013, SMEs in the non-financial business sector
in Lithuania, Latvia, Mata, and Romania, posted a
positive and strong performance in terms of
number of firms, employment and value added,
with gains higher than 3%( Annua report on
European SMEs 2013/2014:a partial and fragile
recover, 2014)

The wood processing industry in Europe is
undergoing a period of change marked by
increasing global competition, a far-reaching
transformation of the supply chain and high
innovation dynamics. (European Commission,
Creative industries trigger innovation spill-overs in
other industries, 2014). The resulting innovation
and cost pressure is felt particularly hard at the
level of small and medium size enterprises (SMES).
Over the last years cluster initiatives in the wood
processing industry have been established across
the Globe with the aim to support the regional
supply industry. Innovation networks between
wood processors, suppliers, research ingtitutions as
well as supporting ingtitutions have proven
successful in responding to new market and
technological challenges. Globalization demands
competitive advantages from SMEs in the wood
processing industry that begin with a global
strategy and can move quickly to take advantage of
cross-border activities. Providing support is a key
step in allowing SMEs to leverage the benefits of
increased foreign demand for goods and services.
For example the FSC marketplace promotes global
opportunity and equality in trade by helping users
find FSC certified suppliers and buyers across
international borders (www.marketplace@fsc.org.).
Not only is the marketplace a way to promote
global competition and clusters but it is also a way
to mitigate climate change.

Towards Europe 2020, the European Commission
adopted a comprehensive innovation strategy to
enhance Europe's capacity to deliver smart,
sustainable and inclusive economic growth. This
strategy concerns the so called concept of Smart
Speciaization Strategy in different key regions. It
is of crucial importance, especially for less
developed economic regions. According to this
concept, each region must set its own innovation
priorities and streamline public funds in those
technological fields, where certain advantages and
thus exploitation prospects exist.

The forests in Romania represent an important
economic potentia for the development of the rural
region. Measures for the rational administration of
the forests have been imposed in order to turn the
Romanian forests into an important factor for the



superior capitalization of the rural area the
development and the modernization of the wood
processing industry in competitive
organizations/production units which take into
account the traditions and qualified workforce.

In the less developed economic regions in Romania
where there is a constant supply of wood raw
material and an abundance of qualified work force
the wood processing industry represents a Smart
Speciaization Strategy. Due to the law cost with
labor and raw materials compared to other west
European countries clusters in this industry could
represent for SMEs a solution to cut down on cots
with research, development and innovation ( Rusu,
2013).

A powerful knowledge management within a
cluster leads to exploitation and processing at a
higher level of information and knowledge -
because of the high potential of research and
innovation of the cluster - consequently, the effect
can only be increased business efficiency and
competitiveness of member firms of the cluster,
which leads in its turn to the economic
development of the region in which the cluster
belongs (Vlasceanu, 2013).

This ripple effect that could arise from this when
industries benefiting from an increase in foreign
demand increase their employment and purchases
of goods and services from suppliers to meet the
additional foreign demand, and in turn this increase
in employment and production at suppliers will
further boost employment and production in other
industries in the area.( Annual report on European
SMEs 2013/2014:a partiadl and fragile recover,
2014)

Conclusions:

The transition of the Romanian economy to the
knowledge based management in firms in the wood
processing industry is a complex and continuous
process, which is based on building a knowledge
culture, continuous learning and fostering research,
development and innovation. Implementing the
idea of clusters in the wood processing industry
would be a good way through which the transfer of
knowledge and better response to environmental
changes from small and medium enterprises can be
achieved in order to compete with large companies
internally and internationally. The development of
clusters in the Romanian economy would influence
the economic growth and competitiveness with a
huge impact on innovation, knowledge and
competitiveness.

In the wood processing industry clusters would
represent the ideal structures for some companies
to build their skills, knowledge and know-how
together. To some extent, this form of organization
enables the creation of common structures and/or
facilities, which allow the smaller organizations or
the ones that lack experience, knowledge and
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expertise to learn from others. The benefit of this
collaboration cooperation and /or coordination
determines more advance capabilities and thus the
organizations grow and share the risks and research
and development costs together. Moreover by
incorporating universities, institutes and research
centers, NGO and other entities leads to the growth
and economic development of the region from
which the cluster is part of.

Acknowledgment

,» This work was financially supported through the
project "Routes of academic excellence in doctoral
and post-doctoral research - READ" co-financed
through the European Social Fund, by Sectoral
Operational  Programme Human  Resources
Development 2007-2013, contract no
POSDRU/159/1.5/S/137926.”

Reference

[1] Altenburg, T., Meyer-Stamer, J., (1999).
How to promote clusters. policy
experiences from Latin America. World
Development 27 (9), p. 1693-1713.

[1] Asheim, B., Coenen, L. (2006)
Contextualising  Regional  Innovation
Systems in a Globalising Learning
Economy: On Knowledge Bases and
Ingtitutional Frameworks

[2.] Blien, U., Maier, G(2008). The Economi s

of  Regional Clusters: Networks,

Technology and Policy, UK: Edward

Elger Publishing Limited.

Bordei, C.,(2014). Influence of automotive

clusters in regional development, SEA -

Practical Application of Science, Volume

I, Issue 3 (5) /2014, p. 149-159

[4.] European Commsions (2014). Creative
industries trigger innovation spill-overs in

other industries Published on: 09/12/2014,

Last update: 10/12/2014, Retrieved from:

http://ec.europa.eu/enterprise/newsroomy/cf

f/itemdetail.cfm?item_id=7985& lang=en&
tpa_id=0&title=Creative-industries-
trigger-innovation-spill-overs-in-other-
industries

[5.] European Commission, (2013). Innovation

Clusters in Europe: A dtatistical analysis

and overview of current policy support.

Retrieved from :

http://www.central 2013.eu/fileadmin/user

_upload/Downloads/Tools Resources/Clu

ster.pdf

[6.] European Commission, (2012).

Identification  of Knowledge-driven

Clusters in the EU, Retrieved from :

http://ec.europa.eu/research/innovation-

union/pdf/identification_of knowledge dr
iven_clusters.pdf

3.

—

85




SEA - Practical Application of Science
Volume I, Issue 4 (6) /2014

[7.] European Union. (2014). Annual Report
on European SMEs 2013/2014 — A Partial
and Fragile Recovery. Retrieved from :
http://ec.europa.eu/enterprise/policies/’sme
[facts-figures-analysi s/performance-
review/files/supporting-
documents/2014/annual -report-smes-
2014 en.pdf

[8.] Felbinger L. Claire, Robey E. James,
(2001). Globalization's impact on state and
local policy: The Rise of Regiona
Cluster-Based Economic Development
Strategies. Policy Studies Review, p. 63-
79

[9.] INNOVA Retrieved from
hhtp://www.europe-innova.eu

[10] Manning, S. (2008). Customizing
Clusters: On the Role of Western
Multinational ~ Corporations in  the
Formation of Science and Engineering
Clusters in  Emerging Economies.
Economic Development Quarterly, Val.
22, No. 4, pp. 316-323.

[11] Manning, S, Sydow, J,
Windeler, A., (2011). Securing Access to
Lower-Cost Tadent Globaly: The
Dynamics of Active Embedding and Field
Structuration. Regional  Studies 45,
Forthcoming

[12] Muffatto, M., Giacon, P. (2012).
Entrepreneurial Strategies and Policies
for Economic Growth, Padova, Italy:
webster Srl.

[13] Pachura P. (2010), Regiona
Cohesion.  Effectiveness of Network
Structures, Berlin, Heidelberg : Physica-
Verlag Springer Company.

[14.] Porter, M. E. (1998), Clusters and
the new economics of competition,
Harvard Business Review, Nov/Dec98,
Vol. 76 Issue 6, p77,

[15] Porter, M., (1998). On
Competition. Boston: Harvard Business
School Press. p. 225.

[16.] Potter, M.E(1990). The
Competitive Advantage of Nations, New
York: The Fee Press.

[17] Rusu, M.,  (2013).Smart
Specialization a Possible Solution to the
New Global Challenges, Procedia
Economics and Finance, Volume 6, Pages
128-136

[18] Snowdon, B., Stonehouse, G.
(2006).Competitiveness in a globalised
world:  Michael  Porter on the
microeconomic ~ foundations of the
competitiveness of nations, regions, and
firms Journal of International Business
Studies 37, 163-175

86

[19] Sternberg, R., Litzenberger, T.,
(2004). Regiona clusters in Germany-
their geography and their relevance for
entrepreneurial activities,  European
Planning Studies, Vol. 12. No. 6, p. 767-
791

[20.] Sydow  J.(1992). On the
management of dtrategic networks, in
Ernstel, H. and Meier, V. (Eds) Regiona
Development and Contemporary Industrial
Response, Londan: Belhaven Press p.
114-29

[21] Vlasceanu, C., (2013). The
influence of knowledge management in
the development of clusters, Proceedings
of the 7th international management
conference "new management for the new
economy”, November 7th-8th, 2013,
Bucharest, Romania

[22] Vlasceanu, C., (2014). Impact of
Clusters on Innovation, Knowledge and
competitiveness in  the Romanian
Economy, Economia. Seria Management,
2014, vol. 17, issue 1, pages 50-60

[23] Wikipedia.org, Business cluster,
Retrieved from :
http://en.wikipedia.org/wiki/Business_clus
ter



