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The Significance of Clusters to  
Urban Economic Growth 

Every metro area in the U.S. has strong industry clusters 
that are readily identifiable and reflect the unique compet-
itive advantages of the region—Oil and Gas in Houston, 
Automotive in Detroit, and Financial Services in New York 
City are just a few examples. These clusters represent the 
backbone of their metro economies. The importance of 
clusters to regional competitiveness and economic 
performance was first established in the 1990s. Since 
then, research has shown that the co-location of busi-
nesses in clusters increases the productivity of compa-
nies and job creation, drives innovation, stimulates the 
formation of new businesses, and supports the survival 
and growth of small businesses.1

Clusters can also further catalyze economic growth by 
providing a framework for organizing disparate local and 
regional public policies and investments directed at 
economic development (Figure 1). However, this has 
proven to be an elusive goal for many cities as they 
struggle to accelerate the growth of targeted clusters that 
they believe will drive future economic prosperity. Building 
Strong Clusters for Strong Urban Economies was written 
to help city leaders achieve this goal by providing action-
able strategies to galvanize their cluster building efforts. 
The report’s insights were informed by cluster theory and 
practice, and an in-depth analysis of cluster strategies 
across the U.S. The report highlights actionable insights 
from four constructive case studies: the San Diego 
Regional Innovation Cluster (p. 4), BioSTL in St. Louis (p. 
6), the Chicago Regional Growth Initiative (p. 8), and Pros-
perityNOLA in New Orleans (p. 10). We also offer six 
recommendations (p. 12) to help guide city leaders in 
designing high-impact cluster growth strategies.

Figure 1. A Strategic Cluster Framework 
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WHAT IS A CLUSTER?

A cluster includes closely related and intercon-
nected industries operating within a specific geog-
raphy. The companies operating within a cluster are 
connected by a shared workforce, supply chain, cus-
tomers or technologies. Every cluster includes core 
businesses and industries, and the companies that 
support them, which forms a mutually beneficial 
business ecosystem. Clusters occur organically and 
reflect the unique assets and core competencies of 
a given region that create unique competitive 
advantages for certain industries. 
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(the i6 Challenge and the Seed Fund Support Grant Com-
petition) through its Regional Innovation Strategies (RIS) 
program.4 In 2016, EDA awarded $15 million to 35 organiza-
tions across the country through these RIS programs.5

As the name suggests, cluster-oriented economic devel-
opment plans integrate cluster strategies into broader 
economic development plans, which typically target 
several clusters and include strategies that cut across all 
clusters (e.g., improved transportation or workforce 
development). Currently in the U.S., we see more clus-
ter-oriented economic development plans than cluster 
initiatives, which are more common in Europe and other 
parts of the world.6 Cluster-oriented economic develop-
ment plans are generally established by public economic 
development entities or public-private partnerships 
charged with economic development. 

“ While cluster-based economic  

development is not ‘the’ answer… it  

is part of a policy agenda that aims 

directly to strengthen our ability to  

generate sustainable and meaningful 

growth.7 ”— Christian Ketels, President, TCI

Models for Driving Cluster Growth 
Strategies to support the growth of clusters can be 
broadly categorized into two models: cluster initiatives 
and cluster-oriented economic development plans. 

Cluster initiatives are narrower in focus, but tend to 
provide more comprehensive support. They are created 
to support or accelerate the growth of a specific cluster. 
Their strategies include developing networks for business 
financing, suppliers, customers, and workforce develop-
ment as well as creating opportunities to expand into 
markets nationally and internationally. 

In the U.S., the private sector typically catalyzes cluster 
initiatives, although the federal government has been 
playing a greater role in supporting them. For example, 
the U.S. Small Business Administration (SBA) launched 
the Regional Innovation Cluster (RIC) Initiative in 2010. 
SBA currently supports 14 RICs, and, in partnership with 
other federal agencies, supports 58 cluster initiatives in 
total.2 In 2016, the SBA awarded $6 million to support the 
14 RICs in its portfolio.3 The U.S. Economic Development 
Administration (EDA)’s Office of Innovation and Entrepre-
neurship also funds two cluster-focused programs  

Figure 2. Massachusetts Life Sciences Cluster 

Source: Cluster Mapping Project, Institute for Strategy and Competitiveness, Harvard Business School. Copyright © 2017 Prof. Michael E. Porter.
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We are not advocating for one model for driving cluster 
growth over the other. City leaders should choose the 
model that is the best fit for their economic growth objec-
tives and the capacity of their public and private sectors. 
Instead, we offer insights from two examples of each type 
of cluster growth model, representing different geogra-
phies and types of clusters, to help city leaders create 
more effective strategies and maximize their impact. 

The San Diego Regional Innovation Cluster (SDRIC) and 
BioSTL cases offer important strategies for creating suc-
cessful cluster initiatives. They are spurring growth in the 
Advanced Defense Technology and Biosciences clusters, 
respectively. The Chicago Regional Growth Initiative 
(CRGI) and ProsperityNOLA cases point to important 
lessons for creating sustainable cluster-oriented eco-
nomic development plans, whether within a metropolitan 
region or city.

Table 1. Case Study Summary

Case Study Context Cluster Model Geography Cluster(s) Actionable Insights

San Diego 
Regional 
Innovation 
Cluster (SDRIC)

Cities trying to sustain 
the growth of a mature, 
large, traditional 
cluster that already 
comprises several 
major corporations or 
government agencies

Cluster 
initiative

County
(San Diego 
County)

d Advanced 
Defense 
Technology

d One organization  
cannot drive growth for  
a large cluster

d Leverage existing 
resources

d Diversify funding streams

BioSTL Cities trying to support  
the growth of a 
traditionally strong 
cluster that has lost 
some of its large 
corporations in a region 
that also lacks robust 
economic assets

Cluster 
initiative

Region  
(St. Louis 
MO/IL  
metro area)

d Biosciences d Industry should be the  
driver of cluster building

d Cluster growth requires  
a long time horizon

d Inclusion is a growth 
strategy

Chicago Regional 
Growth Initiative 
(CRGI)

Cities interested in 
collaborating with 
regional economic 
development partners 
to leverage dispersed 
economic assets to 
strengthen regional 
clusters

Cluster-
oriented 
economic 
development 
plan

Region
(Northeastern 
Illinois)

d Fabricated Metal 
and Machinery 

d Strategies to 
support all 
manufacturing 
clusters

d Identify early wins

d Aim for co-opetition

d Leadership needs to 
involve decision-makers 

ProsperityNOLA Cities interested in 
creating more economic 
opportunity for all 
residents, especially 
those in poor, inner 
city neighborhoods, by 
supporting the growth 
of traditionally strong 
and emerging clusters

Cluster-
oriented 
economic 
development 
plan

City 
(New 
Orleans)

d BioInnovation 
and Health 
Services

d Creative  
Digital Media 

d Retail

d Developing emerging  
clusters takes decades

d Identify inclusive clusters

d Don’t be afraid to reset 
implementation plans
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San Diego Regional Innovation  
Cluster (SDRIC) 

SDRIC is one of the SBA’s Regional Innovation Clusters.
The organization is housed and run by four staff from the 
Lavin Entrepreneurship Center in the Fowler College of 
Business Administration at San Diego State University 
(SDSU). The cluster initiative is governed by an advisory 
board including leaders from SDSU, small business and 
entrepreneurial support organizations, and leading 
defense companies including Lockheed Martin, Boeing, 
and Raytheon. No city, county, or state government 
leaders sit on SDRIC’s advisory board, although it does 
include a representative from the SBA.

Although housed at SDSU, SDRIC is focused on support-
ing existing small businesses in San Diego, and not those 
created by university faculty or associated with university 
research. In other words, it is not a university technology 
commercialization organization, but rather it leverages 
the business expertise at the university to support cluster 

SDRIC offers insights for cities trying to sustain the 
growth of a mature, large, traditional cluster that already 
comprises several major corporations or government 
agencies.

Year established: 2010

Cluster: Advanced Defense Technology

Cluster gap intervention: Provide holistic support 
(leveraging other service providers) for existing small 
businesses with mature technology products 

Geography: San Diego County, CA

SDRIC emerged out of the Center for Commercialization 
of Advanced Technology (CCAT) based at San Diego 
State University. Established in 2001, CCAT was a national 
technology commercialization initiative focused on iden-
tifying and bringing to market innovative national defense 
technologies, including those developed at the university. 
Drawing on the deep industry expertise and networks 
gained from this work, CCAT’s leadership team estab-
lished SDRIC to help bridge a gap that existed in San 
Diego between small businesses and the broader defense 
market, including large prime defense contractors. 

San Diego is home to the largest concentration of U.S.  
military assets in the world.8 The military and defense 
sector accounts for more than 22 percent of San Diego’s 
GDP.9 There are numerous organizations within San Diego 
and San Diego County, including the San Diego Regional 
Economic Development Corporation and the San Diego 
Association of Governments, that actively support the 
growth of the very large defense cluster. SDRIC plays a 
relatively narrow, but important, role in supporting small 
businesses within C4ISR (command, control, communi-
cations, computers, intelligence, surveillance, and recon-
naissance), cybersecurity, and autonomous systems. 

Naval Station San Diego  

(U.S. Navy photo by Journalist 2nd Class Zack Baddorf)
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growth. It provides comprehensive technical assistance 
and support services to support the growth of San Diego 
businesses operating in industries related to defense and 
homeland security. Companies must be a small business 
located in San Diego County, and generally have a mature 
business idea (beyond proof of concept stage). 

For each company it accepts, SDRIC provides an intake 
assessment of the company and develops a customized 
support strategy, which may include business planning 
and management education, intellectual property and 
technology commercialization support, and access to 
mentors, Entrepreneurs in Residence and export 
assistance.

SDRIC provides the companies it supports with access to 
free, high-quality consultants as needed and also con-
nects them with student interns from SDSU. For example, 
when one small business that supplies batteries to large 
defense contractors and the U.S. Army joined SDRIC, they 
were provided with a high-quality intellectual property 
(IP) lawyer that helped the company negotiate IP rights 
with larger companies. With the assistance of interns 
from SDSU's business school, another company was able 
to develop a new website and marketing materials—ser-
vices its CEO said he would value at $40,000-$50,000. As 
one business owner noted, SDRIC connects companies 
to “superb quality services for free that would otherwise 
be unobtainable for small businesses.”

For many SDRIC businesses, the real value for their com-
panies was the connections SDRIC was able to make with 
the federal government, including the Department of 
Defense and the Department of Homeland Security, and 
large prime defense contractors. These connections offer 
the potential for new contracts for their company. One 
business owner we interviewed, for example, said that 
SDRIC alerted him to a solicitation for proposals that 
resulted in a $3 million contract for his company with the 
Department of Defense. SDRIC continues to actively 
engage with its companies in a long-term partnership—
even for years after their initial acceptance. 

Actionable Insights
1. One organization cannot drive growth for a  
large cluster
The defense cluster in San Diego is built on a foundation 
of strong military assets, large defense corporations and 
contractors, and innovative technology coming out of uni-
versities. Large clusters such as this require many differ-
ent types of organizations and strong collaboration to 
support their growth. SDRIC identified and fills a critical 
need for connections between small businesses and large 
defense contractors and federal contracting opportuni-
ties within the cluster. 

2. Leverage, don’t duplicate, existing resources
SDRIC is clear in that it doesn’t want to replicate services 
that already exist in San Diego, so much of the work it does 
is making connections to other resources and support 
providers like CONNECT, a nonprofit that helps create and 
scale startups in tech and life science in San Diego, and the 
San Diego Contract Opportunities Center (a Procurement 
Technical Assistance Center). SBA’s evaluation of SDRIC 
affirms that the resources SDRIC does provide were not 
available to small businesses elsewhere.

3. Diversify funding streams
SDRIC receives all of its funding from the SBA’s Regional 
Innovation Cluster program. Although SDRIC has been 
funded consistently through this program since founding, 
its award has been reduced significantly and the reliance 
on a single funder poses a challenge with regards to orga-
nizational sustainability. 

IMPACT
d SDRIC has been identified by the SBA as one  

of the most successful RICs it supports.

d 76 percent of small businesses supported by 
SDRIC stated that the same or similar services 
were not available elsewhere (the highest  
percentage across the seven evaluated RICs).

d Small businesses supported by SDRIC grew 
annually by 8.5 percent (on average) between 
2011-2013 in terms of total employment.10
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BioSTL

BioSTL is an independent 501(c)(3) run by over ten staff. 
The organization is led by a Board of Trustees comprised 
of academic, corporate, and philanthropic leaders. Addi-
tionally, BioSTL is advised by the BioSTL Coalition, which 
is made up of a broad group of 45 public and private 
cluster stakeholders. BioSTL’s major funding sources 
include Washington University, BJC Healthcare, founda-
tions, corporations, and federal agencies including the 
SBA and EDA. 

Although the St. Louis region had strong universities and 
corporate assets driving R&D, the Coalition recognized a 
gap in support and resources that were inhibiting tech-
nology commercialization, entrepreneurship, and new 
company creation. To address this, in its first decade, 
BioSTL focused on building the region’s entrepreneurial 
assets—the broad resources (e.g., support services, 
venture capital, and real estate) necessary for driving 
innovation. 

In one of its earliest efforts, the Coalition played a key role 
in establishing Cortex, a 200-acre technology district, to 

BioSTL offers insights for cities trying to support the 
growth of a traditionally strong cluster that has lost some 
of its large corporations in a region that also lacks robust 
economic assets. 

Year established: 2001

Cluster: Biosciences

Cluster gap intervention: In its first decade it focused 
on building entrepreneurial innovation assets (e.g.,  
an incubator and research park) and new company  
creation. It is currently focused on leveraging these 
assets to help businesses grow and for capital, talent, 
and corporate attraction.

Geography: St. Louis MO/IL metro area

Leading up to the turn of the century, many of the corpo-
rate headquarters that were anchoring the St. Louis 
economy (such as Southwestern Bell Telephone Company 
and the aerospace manufacturer and defense contractor 
McDonnell Douglas) had started to leave the region. 
Nearly 100 concerned corporate, academic, and civic 
leaders were convened in 2001 by Dr. William Danforth, 
Chancellor Emeritus of Washington University in St. Louis, 
the Danforth Foundation, and the St. Louis Regional 
Growth Association, to develop a roadmap for activating 
the city's competitive strengths. They prioritized the plant 
and life sciences sector because of research strengths at 
Washington University and Monsanto (a large agricultural 
corporation headquartered in the city). As a first step, this 
group established the Coalition for Plant and Life Sci-
ences in 2001 (renamed and formalized as BioSTL in 2011) 
to formally lead the cluster initiative. 

Compared to the defense cluster in San Diego, the biosci-
ence cluster in St. Louis is relatively small and BioSTL has 
the capacity to drive its growth through a broad coalition 
of partners. Part of the cluster initiative’s success is due 
to this ability to coordinate all cluster partners through a 
shared objective. 

BioResearch & Development Growth Park and the Plant Growth Facility 

at the Donald Danforth Plant Science Center (Image courtesy of the 

Donald Danforth Plant Science Center)
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address the lack of affordable lab and office space for 
emerging companies. In 2003, the Coalition established 
BioGenerator, an incubator-space and investment fund for 
early-stage bioscience companies. BioGenerator makes 
direct equity investments in its portfolio of companies, pro-
vides access to free state-of-the-art lab space and equip-
ment, and offers advisory and mentoring services. 

In its second decade, BioSTL has begun to focus on lever-
aging the assets it has developed for further growth and 
capital, talent, and corporate attraction. BioSTL has 
established platforms to market and brand the innovation 
strengths of St. Louis; to promote diversity, inclusion, and 
equity in the region’s innovation community; to build a 
cohesive STEM talent pipeline; and to recruit high-growth 
international companies to set up their U.S. headquarters 
in St. Louis through its international attraction initiative, 
GlobalSTL (established in 2013). While GlobalSTL's initial 
efforts have focused on recruiting Israeli startups, they 
have recently expanded to include Ireland, India, France, 
and Argentina.

BioSTL is also starting to focus more on how it can connect 
emerging companies with strategic corporate partners. 
Recently, for example, through GlobalSTL, BioSTL facili-
tated a partnership between an Israeli startup and a major 
utility company to pilot a technology that can sense the 
age and decay of utility poles. 

Actionable Insights
1. Industry should be the driver of cluster building
BioSTL credits much of its success in cluster building to the 
fact that efforts are driven not by economic development 
organizations but by academic and corporate leaders with 
deep industry ties and expertise in the biosciences. BioSTL 
has been successful in engaging corporate leadership in 
“pre-competitive collaboration,” coalescing the private 
sector around a shared commitment to growing the biosci-
ence cluster and putting St. Louis "on the map," with the 
understanding that this helps individual corporations to 
attract talent and innovation. 

2. Cluster growth requires a long time horizon
Because BioSTL is sustained by a diverse set of private 
sector stakeholders, it has been able to take a long-view 
approach to cluster building. Rather than focusing on 

quick political wins, BioSTL has been able to take a 
systems approach, building out a robust infrastructure to 
drive entrepreneurship and new company creation. 

3. Inclusion is a growth strategy 
Despite the early success of BioSTL’s interventions, those 
participating in the cluster and utilizing BioSTL’s resources 
were overwhelmingly “pale and male.” In 2008, BioSTL’s 
leadership convened a group of CEO-level leaders to 
discuss how the cluster could be more intentional about 
diversity. As Ben Johnson, Vice President, Programs at 
BioSTL noted, “We saw it as imperative for the region's 
continued, long-term success. If half of the regional popu-
lation is on the sidelines, unable to access new economic 
opportunities, ten more years of cluster growth is going to 
run into a huge challenge.” In 2014, BioSTL launched its 
Bioscience & Entrepreneurial Inclusion Initiative, a stream 
of programming designed to increase awareness about the 
ecosystem among professionals underrepresented in the 
biosciences, and provide them with entrepreneurial 
training and foster connections to broader networks and 
resources. BioSTL also hired a new full-time staff to oversee 
diversity and inclusion efforts. In addition to its program-
matic efforts to promote diversity and inclusion, BioSTL 
organized a regional partnership of entrepreneurial support 
organizations to secure a Kauffman Foundation Inclusion 
Challenge award to begin addressing systemic and cultural 
barriers that limit equity in St. Louis’ entrepreneur and inno-
vation community.

IMPACT
d Cortex has completed or has under  

construction 1.7 million square feet of new and 
rehabilitated space, and is home to over 250 
companies. It will eventually include 4.5 million 
square feet of mixed-use space.11

d BioGenerator has invested a cumulative  
$13.1 million in its portfolio companies,  
which has been leveraged 25 to 1.12

d BioSTL has successfully recruited five  
Israeli companies to locate their U.S.  
headquarters in St. Louis.
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Chicago Regional Growth Initiative (CRGI)

the City of Chicago have pledged a financial commitment 
for the first three years, but CRGI is also seeking philan-
thropic support for its initial pilot phase of operation. 
Leadership acknowledges that developing a sustainable 
financial model remains a challenge.

To date, CRGI has prioritized the clusters identified in 
Partnering for Prosperity that have the greatest economic 
growth opportunities (Fabricated Metals, Food Process-
ing and Packaging, Transportation and Logistics, and 
Health), along with other regional economic development 
objectives.

CRGI’s first initiative was the creation of the Chicago 
Metro Metal Consortium (CMMC), which was launched 
in June 2014 with its designation as one of the original 
twelve Investing in Manufacturing Communities Partner-
ship (IMCP) communities.14 Within Chicago and the seven 
counties participating in CRGI, there are over 4,000 fab-
ricated metal and machinery firms generating more than 
$25 billion annually in revenue and employing more than 
110,000 individuals.15 CMMC offers manufacturers 
resources to grow their business through networking and 
collaboration, supports the growth of a skilled manufac-
turing workforce, and promotes the region as a leading 
center for manufacturing. 

CRGI offers insights for cities interested in collaborating 
with regional economic development partners to leverage 
dispersed economic assets to strengthen regional 
clusters. 

Year established: 2013

Cluster: Fabricated Metal and Machinery and strategies 
to support all manufacturing clusters 

Cluster gap intervention: Accelerate innovation, 
address workforce and education gaps, and  
increase exports and investment

Geography: Cook, DuPage, Kane, Kendall, Lake, 
McHenry, and Will Counties and the City of Chicago, IL

In 2012, Cook County President Toni Preckwinkle commis-
sioned an economic development plan for Cook County, 
Illinois which is home to the city of Chicago. Though it 
focused on identifying economic growth opportunities in 
Cook County, Partnering for Prosperity: An Economic 
Growth Action Agenda for Cook County outlined the crit-
ical need for a cluster-based economic development 
strategy and “strategic, coordinated economic growth 
initiatives” across the broader Chicago region.13  
In response, Preckwinkle convened a group of leaders 
from the Greater Chicago region’s public and private eco-
nomic development sectors—which included county 
board chief executives from Cook County, Chicago’s six 
other surrounding counties (DuPage, Kane, Kendall, Lake, 
McHenry, and Will)—and the City of Chicago’s Deputy 
Mayor in 2013 to identify collaborative projects that could 
drive regional economic growth. 

Together, they established the Chicago Regional Growth 
Initiative (CRGI), an informal organization for collabora-
tion led by a steering committee made up of these leaders 
and each of their various economic development organi-
zations. Recently, the group agreed to establish a  
501(c)(3) with a small staff and board of directors. CRGI 
leadership has appointed a Managing Director and is 
exploring funding opportunities. All of the counties and 

Figure 3. CRGI Focus Area
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A second initiative, Metro Chicago Exports, was estab-
lished in 2014 to increase exports from small and medi-
um-sized companies. Metro Chicago Exports has 
developed a step-by-step export roadmap, provides busi-
nesses with grants to reduce barriers to entering new 
markets, sponsors annual pitch competitions, and has 
developed a database of organizations that can support 
companies looking to export. Metro Chicago Exports part-
ners with ExporTech, a national export assistance 
program, to assist companies in developing comprehen-
sive export plans. 

In 2016, CRGI was also selected to develop a regional 
foreign direct investment (FDI) strategy as a part of the 
Global Cities Initiative, a joint project of the Brookings 
Institution and JPMorgan Chase. FDI represents an 
increasing amount of private-sector employment in the 
Chicago region, and supporting the retention, expansion 
and attraction of these investments is critical for job cre-
ation. The FDI plan complements the work of Metro 
Chicago Exports, and together they form a comprehen-
sive trade and investment strategy for the region. 

As a potential future project, CRGI leadership also iden-
tified streamlining the complexity of the Northeastern Illi-
nois truck permitting landscape as a key opportunity for 
collaboration that would strengthen the transportation 
and logistics sector in the region. The Chicago region is 
the freight and logistics hub of the nation, with nearly 
$800 billion in goods moving in and out annually.16 Yet, 
oversize or overweight trucks passing through often are 
required to obtain three or more permits for a single trip, 
increasing operational costs for businesses along the 
supply chain, which may discourage investment in related 
industries in the region.

CRGI leadership has also adopted inclusive economic 
growth as a guiding principle for formal collaboration 
moving forward.

Actionable Insights
1. Identify early wins
When developing a regional strategy among entities that 
may traditionally compete with each other for invest-
ment, it is critical to find some early wins that highlight 
tangible returns. Early work with CMMC, Metro Chicago 
Exports and truck permitting involved little competition 

between counties for investment. As Cook County Presi-
dent Preckwinkle noted, “We tried to do things at first to 
get easy victories—to pick the low-hanging fruit. We 
focused on things that everyone felt was a win, and left 
the contentious things for later.”

2. Build trust and aim for co-opetition
A representative of Will County noted the element of 
“co-opetition” involved in CRGI: “We are cooperating at 
the front end to generate jobs, wealth, and taxes. But all 
deals happen at the local level, so we ultimately compete 
against each other, but that’s okay. It is more efficient to 
do the cooperative stuff together.” Counties may be com-
peting increasingly, for example, on FDI, although stake-
holders acknowledge there are places to work together, 
like developing a regional branding strategy. 

3. Leadership needs to involve decision makers
A key to success for CRGI has been the direct involvement 
of executive leaders, those with decision-making author-
ity, from each of the bodies involved in CRGI’s gover-
nance. Although successful at establishing lines of 
communication, a previous attempt at regional collabo-
ration—the Metro Economic Growth Alliance of 
Chicago— largely failed because it was comprised of only 
economic development practitioners who lacked the 
authority to establish new strategies.

IMPACT
d CMMC has leveraged over $46 million in  

public and private resources directly impacting  
manufacturers in Illinois, with a focus on the 
fabricated metal and machinery sectors.17

d Metro Chicago Exports has awarded $454,429 
in grant assistance and funded export activities 
for 84 regional businesses.18

d A study of regional truck permitting initiated  
by CRGI was completed in November 2016 by 
the Chicago Metropolitan Agency for Planning. 
It presented current challenges and nine  
recommendations for streamlining a complex 
and fragmented oversize or overweight truck 
permitting system.
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ProsperityNOLA

public- and private-sector leaders. NOLABA receives most 
of its funding (approximately 62 percent) from the City of 
New Orleans.20 It also receives some federal, philan-
thropic, and corporate funding, but acknowledges that its 
overreliance on funding tied to a particular administration 
poses a challenge for organizational sustainability.

To guide implementation, NOLABA established an action 
plan for each of the five clusters. Within each of the five 
clusters, a comprehensive workstream outlined key 
cluster interventions, which varied based on the needs of 
the cluster. This ranged from improving workforce pipe-
lines, to increasing public procurement, to increasing 
capital access, or establishing an incubator to support 
entrepreneurship. 

The implementation of this ambitious plan, in a city with 
limited resources, has been challenging. NOLABA’s 
change in leadership—its founding President and CEO 
left in 2015—posed another major challenge. However, 
because of the strong initial buy-in created during the 
planning process, the ProsperityNOLA plan continues to 
guide the strategy and collaboration of many organiza-
tions helping to build the targeted clusters. As one stake-
holder noted, “There isn’t a single organization driving 

ProsperityNOLA offers insights for cities interested in cre-
ating more economic opportunity for all residents, espe-
cially those in poor, inner city neighborhoods, by supporting 
the growth of traditionally strong and emerging clusters.

Year established: 2013

Clusters: BioInnovation and Health Services,  
Creative Digital Media, and Retail

Cluster gap intervention: Varies based on cluster 

Geography: New Orleans, LA

In 2012, with New Orleans still suffering from the devas-
tating effects of Hurricane Katrina, the city began the 
process of developing a five-year, comprehensive eco-
nomic development plan, ProsperityNOLA, to strengthen 
and diversify the economy post-Katrina in order to create 
economic opportunity for all New Orleans residents.19 The 
New Orleans Business Alliance (NOLABA), founded in 
2010 as the official economic development agency for the 
City of New Orleans, led the planning process. NOLABA 
convened over 200 stakeholders from business, govern-
ment, higher education, nonprofits, philanthropy and eco-
nomic development communities as part of the process.

As part of the process, ICIC conducted a cluster analysis 
that became the basis for the plan. Ultimately, five priority 
clusters that would generate the most quality jobs and 
have the greatest potential to impact the city’s competi-
tiveness were chosen: Advanced Manufacturing; Trans-
portation, Trade and Logistics; BioInnovation and Health 
Services; Creative Digital Media; and Sustainable Indus-
tries. The plan also includes strategic priorities that 
support the growth of all clusters, such as rebranding and 
marketing New Orleans and connecting the city to global 
markets.

NOLABA is also responsible for leading the implementa-
tion of ProsperityNOLA, and the plan guides the organiza-
tion's activities. An independent 501(c)(3), NOLABA 
operates as a public-private partnership and is led by an 
17-member board, composed of a cross section of 

University Medical Center, New Orleans BioDistrict  

(Image courtesy of NBBJ)
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cluster conversations and action now, but people are 
thinking in terms of clusters, networks and partnerships. 
A lot of progress has been made, but not all centralized 
under the leadership of NOLABA.”

NOLABA has narrowed its focus to three clusters: Cre-
ative Digital Media, BioInnovation and Health Services, 
and Retail, which was not included in ProsperityNOLA. 
NOLABA has signed an agreement with Greater New 
Orleans, Inc. (the regional economic development 
agency), to lead the strategies in the remaining clusters: 
Sustainable Industries, Transportation, Trade and Logis-
tics, and Advanced Manufacturing. 

In the three clusters it leads, NOLABA focuses on tradi-
tional business attraction and retention, employing ded-
icated business development professionals focused on 
growing these clusters. For example, to support Creative 
Digital Media, NOLABA markets relevant tax incentives 
to attract businesses to locate in New Orleans. In 2015, 
NOLABA partnered with other local stakeholders to 
launch IdeaTour, an annual two-day program designed to 
recruit national entrepreneurs to move their companies 
to the region. 

NOLABA also has taken over administration of BioDistrict 
New Orleans, an economic development district created 
by the State of Louisiana in 2005, and is working to attract 
large companies in the BioInnovation and Health Services 
cluster to locate there. The BioDistrict is anchored by the 
University Medical Center Hospital and Southeast Loui-
siana Veterans Health Care System Medical Center and 
is home to the New Orleans BioInnovation Center, a life 
science business incubator. 

NOLABA added Retail to the clusters it supports since 
after Katrina many large retailers never reopened or left 
the city. NOLABA works to attract large national retailers 
and developers to the city.

Actionable Insights
1. Developing emerging clusters takes decades
Developing emerging clusters within ProsperityNOLA’s 
five-year timeline was unrealistic. Emerging clusters can 
take decades to evolve. As a representative from NOLABA 
noted, “You have to divide projects into small wins, but 
also be realistic in terms of how long it takes. We under-
estimated what it takes to implement this plan.”

2. Identifying inclusive clusters is critical in cities  
with large inner cities 
New research shows that clusters that are strong in the 
region, city and inner city maximize inner city employ-
ment gains.22 Supporting the growth of these “inclusive 
clusters” is critical to ensure that cluster-oriented eco-
nomic development plans are equitable for all city resi-
dents. This premise was at the core of the ProsperityNOLA 
planning process and was intended to create new eco-
nomic opportunities for all residents. 

3. Don’t be afraid to reset implementation plans
Cities invest an abundance of time, energy, and resources 
into developing cluster-oriented economic development 
plans, which can make it challenging to conclude that  
a plan may no longer be working effectively as a guiding 
strategy. Plans are meant to be living bodies of work,  
and cities shouldn’t be afraid to reset the planning 
process, reassign roles, and establish new timelines. 
NOLABA is already starting conversations about what 
ProsperityNOLA 2.0 looks like given that the 2018 end date 
is rapidly approaching. The organization also wasn’t afraid 
to modify the plan as needed to overcome implementa-
tion challenges.

IMPACT
d Creative Digital Media: In 2015, three creative 

digital media startups representing a $5 million 
initial investment relocated to New Orleans. 
And Collision Conference, America’s fastest 
growing tech conference, relocated to New 
Orleans from Las Vegas for 2016-2018.

d BioInnovation and Health Services: In 2014, 
NOLABA led efforts to attract the development 
of Cobalt Rehabilitation Hospital of New 
Orleans, a new 60,000 square-foot hospital that 
opened at the edge of the BioDistrict in 2016. 
NOLABA also launched NOLABIO, a dedicated 
website that promotes assets and opportuni-
ties in this cluster.

d Retail: Between 2011 and 2016, New Orleans  
has seen a 39 percent increase in retail sales.21



Building Strong Clusters for Strong Urban Economies12

Each of the case studies highlighted in this report offers 
actionable insights to help city leaders galvanize their 
cluster building efforts. They represent unique insights for 
the two types of cluster growth models that exist in the 
U.S.—cluster initiatives and cluster-oriented economic 

development plans—in different contexts. For city 
leaders designing new cluster growth strategies, we also 
offer a set of six general recommendations to ensure the 
strategies will maximize economic growth.

Recommendations for Designing 
High-Impact Cluster Growth Strategies 

1  Choose the right cluster(s)

The success of any cluster strategy depends first and fore-
most on whether the cluster actually represents a city’s 
competitive advantages. For example, with the explosion 
of high-tech sectors, city leaders may be tempted to rep-
licate the success of other cities and try to become the 
next Silicon Valley or Boston. Unless their cities share the 
same assets as those they are trying to replicate, however, 
the cluster strategy will not have the same impact. 

“ Cluster strategies are likely to  

fail when they are not aligned with  

competitive assets. ”

Every city needs to start by conducting a comprehensive 
analysis of the region’s strong and emerging clusters. 
Publicly available cluster data, such as the U.S. Cluster 
Mapping website, makes this task more feasible.23 The 
prioritization process to identify targeted clusters needs to 
be data-driven, but should also include input from relevant 
stakeholders. In addition, to ensure inclusive economic 
growth that creates equitable economic opportunities for 
all residents, cities need to identify inclusive clusters, those 
clusters that are strong in the region, city and inner city and 
that offer job opportunities for all residents.

Six Strategies for Driving High-Impact Cluster Growth

Leadership needs to have  
relevant industry expertise

Identify appropriate  
cluster interventions

Choose the  
right cluster(s)

Establish strong  
public-private partnerships

Be flexible  
about geography

Identify a sustainable  
business model

1 4

2 5

3 6
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2  Identify appropriate cluster interventions 

Too frequently, cluster strategies include interventions 
popular in other cities (e.g., incubators and accelerators), 
but which may not be critical for all clusters. The industry 
and firm composition of clusters can vary depending on 
the cluster and the region. The Financial Services cluster 
in New York City, for example, may not have the same 
characteristics as the cluster has in Dallas, and it does not 
have the same composition as other clusters in New York 
City. Effective cluster interventions need to be developed 
in response to gaps within clusters, which can be identi-
fied through a comprehensive cluster diagnostic.

“ A formulaic approach to cluster 

growth will be less effective than strate-

gies tailored to the unique circumstances 

of a cluster based on an in-depth analysis 

of its strengths and weaknesses. ”
ANALYZING CLUSTER GAPS

A cluster diagnostic that analyzes the following 
components will help guide the development of 
more effective cluster growth strategies:

d Industry composition within the cluster

d Firm composition (size and age) within  
the cluster

d Workforce requirements within the cluster

d Existing workforce within the city

d Sources and incentives for innovation within  
the cluster and the city

d Sources of capital within the city

d Land use patterns in the city

d Local, state and federal policies and regulations 
that impact the cluster

3  Be flexible about geography

Cluster boundaries rarely conform to political boundaries. 
Clusters that create jobs within a city may include busi-
nesses located outside of city boundaries. In addition, 
clusters exist not only within a city, but at the regional 
level. This implies that effective cluster strategies should 
not constrain their focus to specific city boundaries or 
sub-city boundaries. As one expert we interviewed stated, 
“You can’t draw a line around a part of a city and create 
cluster development in that area. It just won’t work.” 
Regional collaboration for all cluster strategies is also  
critical to maximize economic growth within a city. 

4  Leadership needs to have relevant  
industry expertise

The organizations that manage cluster initiatives and 
cluster-oriented economic development plans are 
diverse. They include public or public-private economic 
development organizations, independent nonprofits, and 
university-based centers. However, to gain the respect of 
corporate leaders, which is essential for cluster growth, 
the leadership of these organizations needs to have deep 
industry expertise. This expertise is also essential for iden-
tifying and developing the right type of interventions to 
support cluster development.

“ The credibility of economic  

development professionals is a real  

issue for industry leaders. People  

running programs need to have  

specific industry expertise. ”
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5  Establish strong public-private partnerships

Cluster initiatives and strategies can create a mechanism, 
which often does not already exist, for constructive 
cross-sector collaboration. Representatives from the 
business community may be difficult to engage because 
of concerns over competition. They often need to be con-
vinced that cluster growth will expand economic oppor-
tunities for all the businesses within the cluster. Cluster 
strategies that connect their broad objectives to company 
objectives such as R&D, workforce or supply chains are 
able to sustain the support of corporations. The success 
of the cluster strategies depends on the willingness of the 
stakeholders within the cluster, including those in com-
petitive industries, to work together. Building coalitions 
is essential, especially within highly rivalrous industries 
and with mature firms.

6  Identify a sustainable business model

One of the biggest challenges facing cluster growth orga-
nizations, especially those created with federal grants, is 
establishing a sustainable business model. Public sector 
funding is often used to support the first years of opera-
tion, but ultimately that support needs to be replaced. 
This funding also may be less reliable than planned, as the 
recently proposed federal budget cuts for SBA’s RIC Ini-
tiative have highlighted. Sustainable business models 
include diverse funding streams from public and private 
sectors, fee-for-service models and equity stakes in new 
ventures.

“ The success of the cluster  

strategies depends on the willingness  

of the stakeholders within the cluster,  

including those in competitive  

industries, to work together. ”



JPMorgan Chase & Co. // ICIC 15

1 Mercedes Delgado, Michael Porter, and Scott Stern, 

“Clusters and Entrepreneurship,” Journal of Economic 

Geography 10, no. 4 (2010): 495–518.; Mercedes Delga-

do, Michael Porter, and Scott Stern, “Clusters, Conver-

gence, and Economic Performance” (NBER Working 

Paper No. 18250, National Bureau of Economic Re-

search, 2012); Adrian T.H. Kuah, “Cluster Theory and 

Practice: Advantages for the Small Business Locating 

in a Vibrant Cluster,” Journal of Research in Marketing 

and Entrepreneurship 4, no. 3 (2002): 206–28.

2 “SBA Supports 58 Federally Funded Cluster Initia-

tives,” The U.S. Small Business Administration, ac-

cessed May 25, 2017, https://www.sba.gov/

sba-clusters.

3 U.S. Small Business Administration, “FY 2017 Congres-

sional Budget Justification and FY 2015 Annual Perfor-

mance Report,” n.d., https://www.sba.gov/sites/de-

fault/files/FY17-CBJ_FY15-APR.pdf.

4 For more information about the Regional Innovation 

Strategies program, visit https://www.eda.gov/oie/ris/.

5 U.S. Economic Development Administration,  

“U.S. Department of Commerce Invests $15 Million  

in Entrepreneurs Across the Nation to Move Ideas  

to Market, Promote American Innovation,”  

November 15, 2016, https://www.eda.gov/ar-

chives/2016/news/press-releases/2016/11/15/ris.htm.

6 For example, TCI, the global network for cluster  

practitioners, includes a network of 9,000  

members in 110 countries. TCI, “TCI Membership  

Dossier 2017” (Author.), accessed May 30, 2017,  

http://www.tci-network.org/uploads/media/de-

fault/0001/08/0136420d5891e01e8d-

c679d384627797d9db585f.pdf.

7 “Message from the President,” TCI Newsletter, June 

2014, http://www.tci-network.org/uploads/media/de-

fault/0001/05/a8ffa31e763d9dfde7638bcbc-

8c43ad7e9f7fe10.pdf.

8 San Diego Military Advisory Council, “San Diego Military 

Economic Impact Study,” 2016, http://www.sdmac.

org/uploads/FBEI_2016_SDMAC-Full_Report_R4-Final.

pdf.

9 San Diego Regional Economic Development Corpora-

tion, “EDC, SDMAC Talk Regional Defense Sector in 

Nation’s Capital,” The Big Picture San Diego Blog, 

June 24, 2016, http://www.sandiegobusiness.org/cat-

egory/tags/military.

10 Optimal Solutions Group, LLC, “The Evaluation of the 

U.S. Small Business Administration’s Regional Innova-

tion Cluster Initiative: Year Three Report,” July 2014, 

https://www.sba.gov/sites/default/files/aboutsbaar-

ticle/SBAClusters_Year3_Report.pdf.

11 “Cortex Innovation Community | Learn About Who We 

Are | Cortex,” accessed March 22, 2017, http://cortexstl.

com/who-we-are/.

12 BioGenerator, “BioGenerator 2015 Annual Report,” 

2015, http://biogenerator.org/wp-content/up-

loads/2016/09/2015-Annual-Report-BioGenerator.pdf.

13 Cook County Council of Economic Advisors, “Partnering 

for Prosperity: An Economic Growth Action Agenda for 

Cook County” (Author., April 2013), https://www.cook-

countyil.gov/sites/default/files/pfp_plan.pdf.

Endnotes



Building Strong Clusters for Strong Urban Economies16

14 IMCP is a federal program run by the U.S. Economic 

Development Administration that aims to incentivize 

and facilitate public-private partnerships in U.S. manu-

facturing communities to drive job creation and re-

gional economic growth. Communities that receive 

IMCP designation receive preferential consideration 

for other federal programs to maximize coordination 

and impact of resources.

15 Chicago Metro Metal Consortium, “Cultivating a 

World-Class Manufacturing Cluster,” n.d.,  

https://static1.squarespace.com/static/5480afe3e-

4b04e450c9b6411/t/5865304003596e675555377c/ 

1483026496992/CMMC+Fact+Sheet+JM+VU+final.

pdf.

16 Cambridge Systematics with Metro Strategies,  

Inc, “Regional Truck Permitting Study”  

(Chicago Metropolitan Agency for Planning,  

December 2016), http://www.cmap.illinois.gov/ 

documents/10180/487159/CMAP+Region-

al+Truck+Permitting+Study+-+Final+Report.pdf/

a6cb4ff5-9040-476c-94d8-9c0dec89bdcd

17 “About,” Chicago Metro Metal Consortium, accessed 

May 21, 2017, http://www.chicagometrometal.org/.

18 Email correspondence, Bureau of Economic  

Development at Cook County on June 2, 2017.

19 New Orleans Business Alliance, “ProsperityNOLA:  

A Plan to Drive Economic Growth for 2018” (Author, 

June 2013), http://www.nolaba.org/wp-content/up-

loads/2016/03/ProsperityNOLA-Final.pdf.

20 New Orleans Business Alliance, “New Orleans  

Business Alliance 2015 Annual Impact Report”  

(Author, 2016), http://www.nolaba.org 

new-orleans-bussiness-reports-aspx/.

21 NOLABA, “Retail in New Orleans,” NOLABA,  

accessed May 31, 2017, http://www.nolaba.org/

retail-attraction/.

22 Delgado, M. and Zeuli, K., “Clusters and Regional  

Performance: Implications for Inner Cities,” Economic 

Development Quarterly 30, no. 2 (2016): 117–36.

23 The U.S. Cluster Mapping website: http://www.cluster-

mapping.us/.



ABOUT THE INITIATIVE FOR A COMPETITIVE INNER CITY: 

ICIC is a national, nonprofit research and advisory organization founded in 1994.  

Its mission is to drive economic prosperity in America’s inner cities through private  

sector investment. For more information about ICIC, please visit www.icic.org.

For inquiries about this report, please contact Kim Zeuli at kzeuli@icic.org.

Six Strategies for Driving High-Impact Cluster Growth

Leadership needs to have  
relevant industry expertise

Identify appropriate  
cluster interventions

Choose the  
right cluster(s)

Establish strong  
public-private partnerships

Be flexible  
about geography

Identify a sustainable  
business model

1 4

2 5

3 6



#ClusterGrowthforCities


