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Executive Summary 

The ability of small businesses1 to drive innovation is critical to U.S. competitiveness. In 

recognition of the invaluable role small businesses play in the United States innovation ecosystem, the 

U.S. Small Business Administration (SBA) launched the Regional Innovation Cluster (RIC) Initiative in 

September 2010. This initiative  promotes and supports industry clustersðgeographically concentrated 

groups of interconnected businesses, suppliers, service providers, and related institutions in a particular 

industry or fieldðthat have been associated with increased regional economic growth. Since the inception 

of the RIC Initiative, SBA has prioritized the robust evaluation of its cluster investments and pioneered 

performance measurement of federally funded cluster initiatives.  As the third edition and year of this 

evaluation, this report details promising trends and outcomes, particularly the growth in cluster 

membership and economic activity. In many cases, the economic activity associated with SBA-supported 

clusters exceeds (sometimes considerably) corresponding benchmarks. For example, between Years 2 and 

3, the average total employment and the average revenue of small businesses that participate in the 

clusters grew at an annualized rate of 6.9%, at least twice the rate of benchmark firms; average monthly 

payroll in cluster small businesses grew at an annualized rate of 14.1%, exceeding benchmarks by 11 

percentage points. 

The seven clusters participating in the Initiative during the third year include Advanced Power 

Cluster, Geospatial Cluster, FlexMatters, TechRich (formerly Huntsville Defense Cluster), Smart Grid, 

Energy Storage Cluster, and the San Diego Defense Cluster.2 While the industry focus of the clusters 

varies, spanning geospatial, fuel-cell, and smart-grid technology industries as well as flexible electronics, 

and autonomous and reconnaissance systems, their core activities are similar:  they act as networking hubs 

to convene a number of resources to help navigate funding, procurement, and supply-chain opportunities. 

Through technical and legal assistance, these cluster networks also work to help innovators commercialize 

promising technologies needed by government and industry buyers. 

This report examines cluster developments during Year 3 of the program against the backdrop of 

accomplishments in the previous 2 years, shedding light on the ongoing implementation of the Initiative 

and its resulting impact on small businesses.3  It should be noted, however, that funding received by 

                                                 
1 ñSmall businessò is broadly defined here as a business with fewer than 500 employees. For a more comprehensive definition 

from SBA, see http://www.sba.gov/sites/default/files/files/Size_Standards_Table%281%29.pdf.  
2 SBA elected not to renew contracts for three additional clusters that had been included during Years 1 and 2: the Project 17 

Agricultural Innovation Cluster, the Upper Michigan Green Aviation Cluster, and the Carolinasô Nuclear Cluster. 
3 Additionally, SBA now sponsors 30 other clusters through the Jobs and Innovation Accelerator Challenge. This program 

differs from RIC with a multi-agency collaborative structure, a more significant focus on historically underserved businesses 

http://www.sba.gov/sites/default/files/files/Size_Standards_Table%281%29.pdf
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clusters in Year 3 was lower than in previous years due to the impact of across-the-board federal funding 

cuts. The evaluation is based on data collected from quarterly and annual reports, surveys and interviews 

with participating cluster administrators, organizations, and businesses. It describes and assesses the 

services provided and measures changes in key business and organizational outcomes. The report also 

provides important short- and intermediate-term outcomes, including the development of alliances among 

cluster participants, commercialization of new technologies, and improved export and marketing 

strategies. The evaluation also includes longer-term economic outcomes, which were compared to 

regional and industry benchmarks, including employment and payroll growth, business revenue growth, 

and new business formation. Beyond serving as a publically available evaluation of SBAôs cluster 

initiatives, an additional goal of the evaluation is to use continuous and rapid-cycle feedback to inform the 

design of other emerging cluster initiatives.  

Implementation 

Cluster membership and activity has grown dramatically under the Initiative: the number of small 

businesses participating has increased more than four-fold, the number of participating foundations and 

nonprofit organizations has increased five-fold, and the number of associated universities, other research 

institutions, and public-sector agencies has tripled since the beginning of the Initiative. This rapid 

development has continued through Year 3, although, as might be expected, in some cases the pace of 

cluster growth has slowed as clusters have matured. Nevertheless, clusters reported an average increase of 

43% in the number of small business participants in Year 3 alone. 

Small businesses reported that their participation depended importantly on their ability to network 

with one another and their desire to access cluster services, while large organizations tied their 

participation to regional economic-development, technology-transfer, and technology-commercialization 

goals. The ability of clusters to offer these services and opportunities is relatively unique few small 

business participants reported being able to obtain similar services from other providers. In fact, during 

Year 3, the seven clusters delivered a total of more than 13,000 hours of one-on-one counseling, with 

recipient small businesses receiving an average of nearly 29 hours each. In addition, clusters reported 

conducting a total of 108 training, networking, showcasing, and matchmaking events in Year 3. More 

than three-fourths of the small businesses responding indicated that they participated at least occasionally 

                                                                                                                                                                            
and communities, and a job-training and -placement program for American workers to replace foreign workers hired on H-1B 

visas. For a summary of the overall approach selected by the federal government in support of clusters, please see Regional 

Innovation Clusters Begin to Add Up by Mark Muro of the Brookings Institution at http://www.brookings.edu/blogs/up-

front/posts/2013/02/27-regional-innovation-clusters-muro. 

 

 

http://www.brookings.edu/blogs/up-front/posts/2013/02/27-regional-innovation-clusters-muro
http://www.brookings.edu/blogs/up-front/posts/2013/02/27-regional-innovation-clusters-muro
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in cluster-sponsored events, and nearly half of large organization members reported that they often or 

always participated.  

Short- and Intermediate-Term Outcomes 

Short- and intermediate-term outcomes reported by small businesses and participating 

organizations are indicative of the considerable level and influence of cluster activity. During Year 3, the 

following occurred: 

¶ More than a third of small businesses and half of large organizations reported that cluster 

participation increased their integration into industry supply chains. 

¶ A majority of both small businesses and larger organizations reported establishing one or more 

alliances with other cluster members, and more than 70% reported that cluster activities led to 

increases in collaborative activity within their regions.  

¶ Nearly 40% of small businesses reported that cluster services had some influence on their access 

to capital, and over $34 billion in new economic activity (e.g., grants, contracts, loans, and venture 

capital) accrued to affiliated small businesses during 2013 (with the majorityð$2.92 billionð

accruing to TechRich). 

Among small businesses, 60% reported that cluster activity facilitated their development of new 

products or services, and 32% agreed that their clusters facilitated commercialization and new technology 

development. Correspondingly, small businesses reported filing 181 patent applications, receiving 112 

patents, licensing 31 technologies, and obtaining license rights to 47 technologies. These numbers 

represent sharp increases in activity levels compared with Year 2. 

Long-Term Cluster Outcomes 

Cluster-related economic activity has been robust. Measured growth in employment, revenue, and 

payroll across small business participants has exceeded growth rates in corresponding datasets used to 

benchmark small business growth. During Years 2 and 3 of the Initiative, the average total employment in 

cluster small businesses has increased at an annualized rate of 6.9%, greatly exceeding comparable 

benchmark growth rates of ï0.3% and 1.6% (in the Quarterly Census of Employment and Wages, and 

Dun & Bradstreet datasets, respectively). Employment growth in six out of seven clusters also exceeded 

corresponding benchmark rates in those regions individually. Similarly, annualized revenue growth of 

6.9% across clusters exceeded the 3.5% growth rate measured overall in the comparable Dun & 

Bradstreet sample. Average monthly payroll in cluster small businesses grew at an annualized rate of 

                                                 
4 This figure was originally "nearly $4 billion", but revised information from TechRich prompted a downwards revision 

reflected in the current language. Specifically, TechRich indicated that the contracts/subcontracts figure for the cluster was 

$2,922,300,000 instead of $3,780,300,000 due to a reporting error. 
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14.1% per year between September 2011 and September 2013, outstripping the overall regional 

benchmark of 3.2% (State Personal Income Account) by nearly 11 percentage points. 

Conclusion 

The outcomes measured and reported in this evaluation suggest that cluster participation was 

correlated with higher-than-expected levels of economic growth and new business formation and that 

clusters made strides toward promoting innovation in their respective industries. In three years, the seven 

clusters participating in the RIC initiative have demonstrated their ability to evolve in response to shifting 

participant needs and their regional and industry contexts. They have grown rapidly in membership, scale 

and range of services provided, and engagement with small businesses while also formalizing their 

structures. In parallel, the participating clusters are improving their data-collection systems and exploring 

options for long-term sustainability as SBA funding begins to decrease. Cluster participants have 

consistently expressed their satisfaction with cluster involvement and assistance.  
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1. Introduction 

1.1. Overview of the Evaluation  

The Regional Innovation Cluster (RIC) Initiative of the Small Business Administration (SBA) was 

launched in September 2010 to promote and support 10 clustersðgeographically concentrated groups of 

interconnected businesses, suppliers, service providers, and associated institutions in a particular industry 

or fieldðacross the United States. Clusters act as a networking hub to convene a number of resources to 

help navigate the funding, procurement, and supply-chain opportunities in a specific industry. Through 

technical and legal assistance, cluster networks also help innovators commercialize promising 

technologies needed by government and industry buyers. Recognizing the challenges that small business 

innovators, as well as technical and investor networks, face in creating impactful marketing, SBA actively 

supports small business membership in emerging and mature industry clusters. 

Seven clusters currently participate in the Regional Innovation Cluster Initiative: the Advanced 

Power Cluster, the Geospatial Cluster, FlexMatters, TechRich, Smart Grid, the Energy Storage Cluster, 

and the San Diego Defense Cluster.5,6 Based on across-the-board federal funding cuts during the 

recession, the amount of funds each of the seven remaining clusters received was lower in Year 3 than 

during the first 2 years of SBAôs Initiative. The Regional Innovation Cluster Initiative (henceforth SBAôs 

Initiative), entering its fourth year as of the writing of this report, provides funding to the organizing 

entities of the seven clusters to accomplish three primary goals. The first is to increase opportunities for 

small business participation within the clusters. The second is to promote innovation in the industries on 

which the seven clusters are focused, which include geospatial, fuel cell, and smart grid technologies as 

well as flexible electronics and autonomous and reconnaissance systems. The third goal is to enhance 

economic development and growth in the regions in which the seven selected clusters are operating. In 

accordance with the first goal, the clusters in SBAôs Initiative were selected to receive funding partially 

on the basis of their ability and potential to provide industry-specific assistance to small businesses within 

their region.7 

Optimal Solutions Group, LLC (Optimal), the evaluator of the SBAôs Initiative, was tasked with 

providing context and information about the seven clusters and assessing the progress and outcomes of 

                                                 
5 Prior to 2014, TechRich was known as the Huntsville Advanced Defense Technology Cluster.  
6 SBA elected not to renew contracts for 3 additional clusters that had been included during Years 1 and 2: the Project 17 

Agricultural Innovation Cluster, the Upper Michigan Green Aviation Cluster, and the Carolinasô Nuclear Cluster. 
7 ñSmall businessò is broadly defined here as a business with fewer than 500 employees. For a more comprehensive definition 

from SBA, see http://www.sba.gov/sites/default/files/files/Size_Standards_Table%281%29.pdf.  

http://www.sba.gov/sites/default/files/files/Size_Standards_Table%281%29.pdf
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the Initiative. Although cluster evaluations often focus on long-term impacts (e.g., 5 to 10 years out), SBA 

is also interested in what can be learned from this project in a shorter timeframe to improve current 

initiatives and inform those in the design phase. The purpose of this evaluation is to provide an 

understanding of how the Regional Innovation Cluster Initiative was implemented across the seven 

clusters over time. This evaluation further aims to assess the services provided by the clusters to their 

small businesses as well as the changes in outcomes. To that end, the evaluation focused on the following 

questions: 

1. What services and activities did clusters provide to their small businesses, and why?  

2. How did the key measures of business performance and growth change over the life of the 

Initiative among the small businesses participating in the clusters? 

3. What has been the influence of small businessesô participation in the clusters (as perceived by 

the small businesses) on their key performance measures? 

4. How do the changes in cluster key performance measures compare to employment, 

compensation, and establishment revenue benchmarks? 

The evaluation design of SBAôs Initiative is based on a mixed-method approach that uses data 

collected from cluster administrators, large organizations participating in the clusters, and the small 

businesses that were targeted and received cluster services under the Initiative. These data have been 

collected through the following means: 

¶ A cluster administrator survey 

¶ A small business survey 

¶ A large organization survey 

¶ Interviews with cluster administrators 

¶ Clustersô proposals for SBAôs Initiative, their quarterly reports, and annual reports 

The qualitative data, collected mainly through the interviews and the clustersô quarterly and annual 

reports, are used primarily to understand the clustersô configurations, business models, types of services 

provided, and goals and strategies for implementing SBAôs Initiative. The quantitative data, collected 

mainly through the three survey instruments (cluster administrator survey, small business survey, and 

large organization survey), are used primarily to assess the outcomes of SBAôs Initiative. Because not 

every small business and large organization participating in the seven clusters provided a survey response, 

the survey results discussed in this report do not encompass every cluster participant. Additional details 

on the data-collection methods, the evaluation design, and the surveysô response rates are provided in the 

Methodology Appendix.  
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Finally, this report incorporates a total of six text boxes containing selected success stories about 

small businesses participating in the 7 clusters in SBAôs Initiative. Their names and other identifying 

details about these small businesses have been omitted to help protect their identities and privacy. 

1.2. Report Roadmap  

This report is composed of eight sections, including this introduction. Section 2 describes specific 

dimensions of the seven regional clusters under study and how they evolved over time for a better 

understanding of their operations and structures. Section 3 focuses on the implementation of SBAôs 

Initiative and therefore covers the participation of cluster stakeholders and small businesses in the 

clusters, reasons for their involvement, and the services and activities provided by the clusters. Section 4 

describes the outcomes of SBAôs Initiative, which are the measures of effectiveness related to the 

implementation of the Initiative as described in Section 3. Outcomes discussed in Section 4 are divided 

into short-/intermediate-term outcomes, discussed in Subsection 4.2, and long-term outcomes, discussed 

in Subsection 4.3. Section 5 presents lessons learned in cluster operations. Section 6 provides concluding 

remarks. Finally, the Methodology Appendix (Section 7) contains a more detailed description of the 

evaluation design as summarized in Section 1.1, while Section 8 provides a brief overview of the various 

cluster initiatives supported by SBA as of the writing of this report.
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2. Features of Clusters in SBAôs Initiative  

This section provides an in-depth look at the central features of the seven clusters participating in 

SBAôs Initiative and how these features have evolved since its inception.8 The primary dimensions of 

these clustersðtheir geographic and industrial scope, level of organizational maturity, governance 

structures, service strategies, and business modelsðare outlined, providing a backdrop and context for the 

subsequent discussion of cluster activities and outcomes during the first 3 years of SBAôs Initiative. 

The clusters involved in SBAôs Initiative vary along multiple dimensions. They are located in 

different regions of the United States and have operationalized the concept of geographic scope somewhat 

differently. There is little overlap in the industry scope and technology focus of the seven clusters, even 

among the subset of clusters focused on defense technology (the Advanced Power Cluster, TechRich, and 

the San Diego Defense Cluster).9 The seven clusters have implemented and developed a range of 

governance structures based on their respective histories and compositions. Clusters also have adopted 

several distinct business models that are tied to their strategic goals and to the unique regional assets they 

leverage. One dimension in which the clusters have converged over time is in their life-cycle stage.  

Similarly to past years, changes to most of these structural and organizational aspects of cluster 

operations have been relatively limited in the third year of SBAôs Initiative. The most significant 

evolution has been some expansion to the geographic scope of a subset of clusters (although these clusters 

still retain their essential regional focus). In addition, the Smart Grid cluster has slightly broadened its 

industrial scope to include subsectors that have become relevant to the original scope. Several clusters 

reported making improvements and adjustments to their governance structures. The Energy Storage 

Cluster formalized its governance structure at the end of Year 3, whereas several clusters made 

adjustments in the composition of some of or all their boards. The list of service providers upon which the 

clusters relied has stayed relatively stable, with the exception of the TechRich, which made some 

important adjustments to its service mix and its service providers. Most clusters continued to maintain 

relationships with SBA resource partners (i.e., Small Business Development Centers [SBDCs], Womenôs 

Business Centers [WBCs], and SCORE chapters), although these relationships are of varied nature and 

strength. By the end of the third year of SBAôs Initiative, Smart Grid had progressed to a mature life-cycle 

                                                 
8 For a brief profile of each of the seven clusters (and the three no longer involved in Year 3 and onward) by a third party, 

please see the series of articles under the title, A Cluster of Clusters: Where the SBA Is Investing in Regional Economies by 

Catherine Clifford, published in the magazine Entrepreneur. This series is available at 

http://www.entrepreneur.com/slideshow/225398. 
9 These clusters were referred to as ñAdvanced Defense Technologyò clusters during the first two years of the RIC Initiative, 

but this label is no longer used in Year 3 by the SBA. In this report, the term ñdefense-focused clusterò will be used instead. 
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stage, joining the remaining six clusters; all now have reached the final stage of their organizational 

development. The business model employed by each cluster has, however, remained quite constant. 

2.1. Geographic Scope of the Clusters in SBAȭÓ Initiative  

Each cluster participating in the Initiative typically has a regional geographic scope, which may 

(or may not) shift as each cluster develops and matures. The ideas of geographic concentration and 

agglomerationðand, by extension, the need for clusters to define their geographic scopeðunderpin the 

cluster concept. There are various advantages to doing business associated with agglomeration. These 

advantages, described in various forms by such economists as Alfred Marshall, Edgar M. Hoover, and, 

more recently, Michael Porter, generally include the following:  

¶ Lower overall transaction costs, particularly for knowledge transfer but also for 

transportation of inputs and outputs 

¶ Increased economies of scale10 and scope11 among a limited number of businesses in a 

given area 

¶ Regional advantage in developing a specialized labor force 

¶ Improved effectiveness of sharing and obtaining market information (e.g., ongoing shifts 

in technology and demand) 

¶ Faster innovation through an increasingly sophisticated demand, driven by knowledge 

spillovers and interplay between competitive buyers and sellers 

However, the meaning of agglomeration or geographic proximity is a contested topic in cluster 

research and has been alternatively construed by various researchers to mean ñwithin driving distance of 

each otherò or within a given Metropolitan Statistical Area (MSA), state, or even nation. The accelerating 

pace of improvements in communication technologies and logistics in recent decades has only deepened 

this debate. 

In the context of SBAôs Initiative, the clustersô geographic scope is described and discussed using 

two distinct concepts: the stated geographic scope and the actual geographic scope. The former was 

coined to describe the geographic scope that an ñactively managedò clusterðone that is administered by a 

team of individuals and possesses a form of governance, such as those in this initiativeðdefined and 

                                                 
10 Economies of scale refer to situations where the average cost of producing goods or services declines as the volume of the 

goods or services produced rises. 
11 Economies of scope refer to situations where the average costs of production declines when a range of products or services is 

produced together, instead of each product or service being produced on its own. 
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consciously operationalizes. The stated geographic scope of these actively managed clusters is a product 

of their location and the strategy or roadmap devised by their management team and/or governance and is 

not expected to exist in traditional, spontaneously forming clusters, such as Silicon Valley. The actual 

geographic scope, on the other hand, is the more traditional measure derived from assessing the actual 

location of participants, and it exists in various forms across spontaneously forming clusters. Importantly, 

these two concepts are related, but they are distinct in how they evolve over time and what they imply 

with regard to each clusterôs operations. Each clusterôs current stated geographic scope is broadly mapped 

in Exhibit 1, and a more detailed description is provided in the first column of Exhibit 2.12  

 

 
Source: Cluster proposals 

Exhibit 1. Map of the seven clusters currently funded by SBAôs Initiative. The three clusters with white 

text and red background are defense-focused, while the four with black text and blue background are 

clusters involved in a variety of industries other than defense. 

 

A review of this information suggests that the seven clusters vary significantly with regard to the 

size of their stated geographic scope, which ranges from a single county for the San Diego Defense 

Cluster to a majority of the states that compose the U.S. Northeast region for the Energy Storage Cluster. 

However, this variance does not stem from an expansion in the stated geographic scope of the clusters, as 

                                                 
12 Information on the stated geographic scope of participating clusters was gathered from cluster proposals, quarterly and 

annual reports, and interviews conducted with cluster administrators. 
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it was already present in their original proposals to request SBA funding. Over the 3 years spanned by the 

SBA Initiative, only the Energy Storage Cluster modified its stated geographic scope by formally 

including New Jersey on the list of states on which it already focused. This decision was made toward the 

end of the second year of the Initiative, in part because the cluster had prior ties to New Jersey, having 

been tasked by the Department of Energy to assist with the drafting of hydrogen fuel cell roadmap-

guidance documents. This fact suggests that the stated geographic scope of actively managed clusters 

rarely changes in the short and medium terms and that when changes are made, they align with the 

clusterôs existing relationships, strategy, and perceived competitive advantage. 

Exhibit 2. Geographic scope of clusters, by number of counties and states 

Cluster 
Clusterôs stated 

geographical scope 

Number of 

states where 

cluster has 

participants 

Change over the life 

of the Initiative in the 

number of states 

where participants 

are located 

Percentage of 

participants 

located within each 

clusterôs stated 

geographic scope 

Advanced Power 

Cluster  

Minnesota, Wisconsin, 

South and North Dakota 
30 +13 61% 

Geospatial 

Cluster 
Mississippi and Louisiana 5 +1 90% 

FlexMatters Northeast Ohio 3 +2 84% 

TechRich North Alabama 19 +12 81% 

Smart Grid  Chicago, Illinois region 4 +3 80% 

Energy Storage 

Cluster 

Eight states in the 

Northeast, including New 

York, Connecticut, and 

Massachusetts 

13 +5 95% 

San Diego Defense 

Cluster 
San Diego County 1 No change 96% 

Clustersô average N/A 10 +5.1 83.9% 

Source: Cluster proposals, quarterly reports, interviews, and administrator surveys 
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Exhibit 2 also provides information about the actual geographic scope of each cluster: the number 

of states in which the cluster indicated having participants or members is reported in column 3, whereas 

the change in this number of states since the start of the Initiative is reported in column 4. Overall, the 

seven clusters have participants in an average of 10 states, approximately the same average as in the prior 

year and an increase of slightly fewer than 5 states since the beginning of the Initiative.13, 14 However, 

these averages are driven by a small number of clusters, as reflected in the median number of states for 

the seven clusters at the end of Year 3, which is only half the average figure reported above. TechRich 

and the Advanced Power cluster have the largest number of states and the most significant increase in that 

number since the start of the Initiative. Thus, whereas the variance across clusters in the size of their 

stated geographic scope is important, it appears to be much greater for their actual geographic scope and 

for the pace at which this second definition of geographic scope evolves. 

At first glance, the clustersô stated geographic scope and the actual number of states in which they 

reported participants appear to be inconsistently and loosely connected, aside from the San Diego Defense 

Cluster. For example, the Advanced Power Cluster, admittedly an outlier (see textbox on the hybrid 

approach to geographic scope), reported participants in 26 more states than those included in its stated 

scope, whereas even regular cases, such as the Smart Grid Cluster or the Energy Storage Cluster, reported 

participants in 3 and 5 states outside their stated geographic scope, respectively. However, a review of the 

actual distribution of participants, reported in column 5 of Exhibit 2, shows that at least 80% of 

participants involved in all clusters (aside from the Advanced Power Cluster) are located within the 

clustersô stated geographic scope. At 61%, this value remains relatively high for the Advanced Power 

Cluster, especially given its state count and the fact that it is actively pursuing a ñhybrid modelò to 

describe its geographic scope. As a result, it may be more fitting to consider the Advanced Power 

Clusterôs stated geographic scope as a general region of focus rather than a more rigid geographic 

boundary within which it operates. 

Aside from the idea underpinning the ñhybrid modelò to geographic scope, there are other 

explanations why the seven clusters have participants outside their stated geographic scope. For example, 

cluster personnel often attend regional or national trade shows and other events where they meet small 

businesses that fit the clustersô inclusion criteria (e.g., industry and technology of focus, technology 

readiness level) but fall outside their stated geographic scope. 

                                                 
13 The average numbers reported here for past years do not match those in the Year 1 or Year 2 reports, since only clusters still 

involved in the Initiative during Year 3 are included to allow a more appropriate and accurate comparison. 
14 Information on the actual locations of cluster participants was gathered from lists of small businesses participating in each of 

the clusters, and provided by cluster administrators.  
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2.2. Industrial Scope of the Clusters in SBA ȭÓ Initiative  

The industry scope of a cluster is the common denominator of the participating actors, which are 

linked together via a core activity (Andersson, Serger, Sörvik, & Hansson, 2004). This core activity leads 

to emphasis on the same markets and the development and implementation of similar technology and 

production processes, as observed in the California wine cluster, for example. As the region turned to the 

cultivation of high-quality grapes, the industry and research community worked together to improve 

irrigation and frost protection systems. The industry also adopted narrower vine spacing over the "8x12" 

spacing traditional to the region, which had been designed for maximum production through mechanical 

harvesting (Porter & Bond, 2008). This latter evolution was made to improve the quality of the wine, 

which in turn contributed to improvement in the reputation of the region. 

The clusters involved in SBAôs Initiative are engaged in a broad range of industries, from flexible 

electronics to fuel cells and geospatial technologies. Exhibit 3 describes the industrial sector and broad 

technology focus of each of the seven clusters. All clusters focus on high-technology areas within their 

respective industrial sectors. The three clusters focusing on defense procurement (the Advanced Power & 

Energy Cluster, TechRich, and the San Diego Defense Cluster) are described throughout this report as the 

ñdefense-focusedò clusters. However, this categorization does not prevent nondefense clusters from 

pursuing defense procurement, or vice versa.15 The industrial scope and broad technology focus of these 

seven clusters has not significantly shifted throughout the Initiative. Smart Grid reported a slight 

                                                 
15 For example, the Geospatial Cluster and its member companies have pursued a variety of defense-related grants and 

procurement opportunities with organizations including the U.S. Air Force. In addition, the San Diego Defense Cluster 

organized an event focused on emergency first-responders, including the San Diego Sheriffôs Department, the San Diego Fire 

Department, the Public Health Hazardous Incident Response Team, and Customs and Border Protection. 

Hybrid Approach to Geographic Scope 

In a 2011 interview, Chip Laingen, Advanced Power Cluster administrator, discussed the hybrid 

approach adopted by his cluster: ñThe idea [of cluster theory] is to grow technology-based economic 

development in a specific region, but weôve viewed it in the sense that even with that regional 

emphasis, you canôt do it without looking at all the resources that are available, especially in an age 

where you can connect very easily through all these other means that we have. So if thereôs a small 

company that needs another piece of their portfolio to advance their technology and they happen to be 

in Washington, D.C., why wouldnôt we bring them into the mix?ò 

However, this model seems to require significant effort from both the cluster team and the participants 

located outside of the clusterôs stated geographic scope in terms of traveling. Chip Laingen and others 

traveled several times during the third year, including trips to Colorado, Oregon, Washington, Illinois, 

and New York. These trips have a cost both in terms of funds and time, however. the Advanced Power 

Cluster staff made these trips to small business members more productive by combining them with 

visits to potential partners or customers in these regions. 
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evolution that entailed a broader definition of smart grid technologies through the inclusion of distributed 

generation, certain battery technologies, and installers of smart gridïrelated equipment in the cluster. This 

evolution largely reflects the development of the smart grid industry itself. 

Exhibit 3. Cluster industrial scope and focus  

Cluster Industrial sector Broad technology focus 

Advanced Power 

Cluster 
Defense 

Power and energy generation, storage, distribution, 

conservation, and supporting technologies 

Geospatial Cluster Geospatial Development of geospatial technology products 

FlexMatters Electronics Development of flexible electronic products 

TechRich Defense 

Small spacecraft, environmental monitoring, 

intelligence-surveillance-reconnaissance, robotics, and 

cybersecurity 

Smart Grid  Energy 
Development and promotion of smart electrical grid 

equipment and technologies 

Energy Storage Cluster Energy 
Development and strengthening of the hydrogen and 

fuel-cell industry and its supply chain 

San Diego Defense 

Cluster 
Defense 

Autonomous systems, cybersecurity, and C4ISR 

(Command, Control, Communications, Computers, 

Intelligence, Surveillance, Reconnaissance) 

Source: Cluster proposals, quarterly reports, and interviews 

 

North American Industry Classification System (NAICS) codes are often used to describe and 

classify industries, and the small businesses surveyed in this evaluation reported their primary and 

secondary NAICS codes. However, these codes have important limitations that undermine their 

usefulness in classifying the industry of focus of the seven clusters, such as the fact that NAICS codes, 

even at their most detailed level (six digits), often do not capture emerging industries, such as flexible 

electronics or smart grid technology. Sometimes, codes are added to incorporate emerging industries, but 

this occurs with an important lag, as the codes are updated every 5 years. In addition, most small 

businesses use a number of different NAICS codes that tend to be significantly different from each other, 

rending accurate classifications difficult. 
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2.3. Structure of the Clusters in SBAȭÓ Initiative  

Cluster organizational and operational structures typically comprise two key components: an 

anchoring entity and a network of service providers. Additionally, for ñactively managedò clusters, such 

as those studied here, two other components are important: a board of directors (or other board-like 

structure) and an executive management team. Anchoring entities are the organizations responsible for the 

implementation and development of clusters. They play an important role in coordinating the various 

stakeholders and, in the case of SBAôs Initiative, in administering the contract with the federal agency. 

Four of the seven clusters studied here have a nonprofit organization as their anchoring entity, often with 

a mission related to regional economic development or small business assistance. Two of the remaining 

three clusters are organized around research universities, and one is organized around a small business. 

Anchoring entities do not steer the ñactively managedò clusters on their own, however; all  seven clusters 

participating in SBAôs Initiative have formal governance structures in place. All seven clusters also 

provide some in-house services to cluster members while relying on outside service providers. Although 

some minor shifts occurred in cluster/service provider relationships in the third year of the Initiative, these 

relationships have remained relatively stable over time, as has clustersô usage of SBAôs resource partners.   

Exhibit 4 presents a summary of governance components for the seven clusters in SBAôs 

Initiative. Whereas the cross-cluster discrepancies witnessed in the first 2 years of the Initiative with 

regard to governance structures have greatly diminished, this summary still exposes a degree of cross-

cluster heterogeneity with regard to the diversity of stakeholders and their degree of involvement in 

governance. All  clusters now have a formal governance structure in place, as the Geospatial Cluster 

reinforced its board of directors and the Energy Storage Cluster formalized its existing structure toward 

the end of Year 3 to consist of each of the Energy Storage Clusterôs regional, state-based partners, 

including a partner in New Jersey that was not yet identified at the end of Year 2. The cluster naturally 

overcame its principal barrier to formalized governance ðavoiding the perception that these regional 

partners would lose independence and autonomyðthrough closer collaboration over time, which resulted 

in greater trust.  
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However, variation across clusters regarding the number and types of stakeholders included on 

cluster board(s) or committees remains present. For example, six clusters report having private-sector 

companies on their board(s) and/or committees, and these companies generally include small businesses, 

but Smart Grid and the San Diego Defense Cluster do not include small businesses on their boards or 

committees. Four clusters report the involvement of one or several universities and community colleges 

on their committees or boards, and six report the inclusion of nonprofit organizations, service providers, 

and other institutions for collaboration. Overall, only FlexMatters reports including all three types of 

stakeholders on its advisory committee. Although several clusters have ties with venture and angel capital 

entities, these actors are represented in the governance structure in only a few cases (for example, 

FlexMatters).  

 

Governance and Operational Structures in ñActively-Managedò Clusters 

¶ Cluster boards of directors (and other similar bodies with different names, such as executive 

boards or steering committees) are typically tasked with strategic planning, developing the cluster, 

and maintaining continuous improvement processes.  

¶ Executive teams are in charge of managing the cluster and its projects, with a designated cluster 

administrator responsible for day-to-day operations and management. The cluster administrators 

leading these teams tend to be experienced project managers with extensive knowledge of the 

clusterôs industry and key participants. Their responsibilities generally include, but are not limited 

to, building relationships, moderating discussions between cluster stakeholders, providing internal 

and external communications, and allocating and distributing resources. Some administrators are 

also active in providing services such as business counseling to participants.  

¶ Clusters typically maintain a network of service providers that are tasked with delivering services 

and activities to cluster participants. 
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Exhibit 4. Summary of the governance structure in place at each of the clusters 

Cluster 
Anchoring 

entity 

Formal 

governance 
Types of board(s) Board(s) composition 

Advanced Power 

Cluster 

Small 

business 
Yes Board of advisors 

Composed of individuals tied to large (e.g. 3M, ATK) and small (e.g., 

Adventium Enterprises) businesses, as well as nonprofit organizations 

(e.g., Midwest Cleantech Open, Pew Charitable Trusts), and a legal expert 

Geospatial Cluster 
Nonprofit 

organization 
Yes 

Board of directors and 

member committees as 

needed 

Board of directors composed of representatives from the Geospatial 

Cluster and Magnolia Business Alliance (organizing entity); member 

committee composed of participating companies 

FlexMatters 
Nonprofit 

organization 
Yes Advisory committee 

Composed of NorTech (organizing entity), universities, and private-sector 

representatives 

TechRich 
Nonprofit 

organization 
Yes Steering committee 

Composed mostly of private-sector actors and some university 

representatives 

Smart Grid  University Yes Steering committee 

Composed of several Illinois Institute of Technology representatives, and a 

representative from Energy Foundry, Illinois Science and Technology 

Coalition, and O-H Community Partners 

Energy Storage 

Cluster 

Nonprofit 

organization 
Yes 

Advisory board and two 

standing committees: 

Policy and Technical 

Representatives of the regional partners (e.g., Massachusetts Hydrogen 

Coalition) form advisory board. Committees composed of industry OEMs 

and small businesses, state governments, and a Dept. of Energy 

representative. 

San Diego Defense 

Cluster 
University Yes 

Executive board and 

advisory board 

Executive board mostly composed of service providers, military 

organizations (e.g., Space and Naval Warfare Systems Command 

[SPAWAR]), SBA, business associations, and university representatives; 

advisory board has similar composition but also includes multiple large 

businesses 

Source: Cluster proposals, quarterly reports, and interviews
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Exhibit 5 outlines the extent to which each clusterôs administration has provided services in house 

as well as each clusterôs relationship with SBA regional resource partners and the service providers with 

which it has contracted. These data shed light on two key aspects of cluster service provision. First, every 

cluster has provided some level of in-house service directly to its participants, often when the needed 

services were too specific to their industries of focus or membership needs or did not match the 

overarching service delivery strategies of outside service providers. For example, the San Diego Defense 

Cluster, which relies on one of the widest networks of specialized service providers among the seven 

clusters, has provided direct services that are tailored to the industry-specific challenges of its cluster 

membership, including export counseling, proposal writing, and teaming.  

A second key aspect of cluster relationships is that four out of the seven clusters have had at least 

some degree of interaction with SBA resource partnersðSBDCs, WBCs, and SCORE chapters. The 

depth of these interactions, however, has varied greatly across clusters. TwoðTechRich and 

FlexMattersðhave made extensive or at least sustained use of these regional resources, while the 

remaining two have relied primarily on SBA resources for the cross-promotion of events or to receive and 

offer small business referrals. Clusters falling into this second categoryðthe San Diego Defense Cluster 

and the Geospatial Clusterðare labeled in the third column of Exhibit 5 as making ñlimitedò use of SBA 

resources. Additionally, SBA resources were used by certain clusters (e.g., the Advanced Power Cluster) 

to assist in identifying new small and large companies to target for cluster participation, particularly in the 

first year of the Initiative.  

Exhibit 5. Summary of the service provision structures in place within each of the clusters 

Cluster 

Services 

provided by 

cluster 

administration  

Services 

provided by 

SBA resource 

partners 

Other primary providers of services* 

Advanced Power 

Cluster 
Yes Noa 

Dakota Defense Alliance, Paradigm Positioning, 

MilTech, and Techlink 

Geospatial Cluster Yes Yes (limited) 

Mississippi Technology Alliance, Mississippi 

Development Authority, and Mississippi Minority 

Business Enterprise Center, etc. 

FlexMatters Yes Yes,b SBDC 
B&D Consulting, WIRE-Net, and companies in 

the region on an ad-hoc basis 
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Cluster 

Services 

provided by 

cluster 

administration  

Services 

provided by 

SBA resource 

partners 

Other primary providers of services* 

TechRich Yes 
Yes, WBC 

and SBDC 

Procurement Technical Assistance Center, Plosila 

Consulting, Economic Development Partnership 

of Alabama, Chamber of Commerce of 

Huntsville/Madison County, Bid Design, and 

Defense Acquisition University 

Smart Grid  Yes No 

Illinois Institute of Technology's Stuart Business 

School, Galvin Center for Electricity Innovation, 

O-H Community Partners, Clean Energy Trust, 

Energy Foundry, and BBC Entrepreneurial 

Training & Consulting 

Energy Storage 

Cluster 
Yes Nob 

New Energy New York, Clean Energy States 

Alliance, Hydrogen Energy Center, and 

Massachusetts Hydrogen Coalition 

San Diego Defense 

Cluster 
Yes Yes (limited)b 

CONNECT, Foundation for Enterprise 

Development, SPAWAR, San Diego SBA District 

Office, San Diego State University Research 

Foundation16 

Source: Cluster proposals, quarterly reports, and interviews 

* Providers listed in bold typeface were added in the third Initiative year; those listed in strikethrough are no longer being used. 
a Cluster occasionally used regional SBDCs as part of the process of identifying potential members, especially in Year 1. 
b Cluster reported limited contact with a SCORE chapter but did not rely on the organization as a service provider. 

 

Overall, the seven clusters have not reported any significant change over the course of the 

Initiative with respect to their direct delivery of services or the nature of their relationship with SBA 

resources in their regions. However, two clusters reported they might rely on SBA resource partners to a 

greater extent in the future. For FlexMatters, which already leverages the Kent State SBDC, this 

inclination is triggered by an expansion in its industry scope for Year 4 to include additive manufacturing, 

of which flexible electronics is a subset. This expansion is leading the cluster to seek expertise for 

mentoring in these new areas, which the regional SCORE chapter may possess. Greater use of SBA 

resource partners also allows FlexMatters to focus its efforts on areas where it holds a competitive 

advantage, especially given the reduction in the clusterôs contract value after Year 2. For the Geospatial 

Cluster, which does not currently work closely with regional SBA service partners aside from cross-

                                                 
16 The SDSU Research Foundationôs website states the Foundationôs purpose as ñto further the educational, research and 

community service mission of San Diego State University.ò Please see http://www.foundation.sdsu.edu/about/index.html. 

http://www.foundation.sdsu.edu/about/index.html
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promotion of events and occasional referrals, this inclination is triggered by the opening of a WBC in the 

area as well as improving relationships with the regional SBDC. 

On the other hand, there were some significant changes this year relating to the primary service 

providers that clusters rely upon. Service provider changes were slightly more common than they were 

last year and are marked in the rightmost column of Exhibit 5 (using bold font for the providers that were 

added during the third year of the Initiative and strikethrough font for those deleted). However, these 

shifts in relationships with primary service providers are concentrated within a small number of clustersð

in particular, TechRich and Smart Gridðwith slight adjustments also made by the Advanced Power 

Cluster and FlexMatters. More details on the reasons behind these shifts are provided in the textbox 

below. 

 

2.4. Maturity Stages of the Clusters in SBAȭÓ Initiative  

At the end of Year 3, little remains of the variance found in past years across the seven clusters 

with regard to measures of cluster development and maturity. All seven clusters reached a high level of 

organizational development with regard to service provision for members by the end of Year 1. Smart 

Grid, the only cluster still transitioning toward a mature life-cycle stage as of Year 2, has made important 

gains in this area this year.  

Shifting Relationships With Outside Service Providers In Year 3 

¶ Smart Grid saw significant changes in its structure in Year 3 as the Energy Foundry became 

operational. This organization was created as a result of the Smart Grid bill that passed in the 

State of Illinois, and offers service opportunities that did not previously exist within the cluster, 

such as the ability to invest directly into small businesses. In addition, the removal of the Clean 

Energy Trust from the list of primary service providers was prompted by a reduction in the 

grant amount provided by SBA in Year 3, combined with the fact that the work undertaken by 

the organization had been completed or could be handled by the Energy Foundry. As discussed 

previously, this shift also prompted a change in the composition of the clusterôs steering 

committee. 

¶ TechRich had a change in leadership as the cluster manager was on detail from NASA and was 

recalled to his regular position. This, along with an evolution in the services provided by the 

cluster based on emerging small business needs, led to some restructuring within the cluster, 

the addition of three new service providers, and the removal of one. 

¶ FlexMatters reported that WIRE-NET was no longer needed in the Anchor Customer 

Engagement (ACE) Academy program and was, therefore, dropped from the list of primary 

service providers.  
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Exhibit 6 provides information on the chronological age of each cluster (year established), its life-

cycle stage, and its phase of organizational development. Phases of organizational development are 

defined by a clusterôs primary focus on services and assistance provision as opposed to planning and 

capacity building, whereas life-cycle stages are indicative of a clusterôs structural development and 

accumulation of social capital. Criteria for classification were derived from the academic literature, 

available information on the clustersô histories, and cluster administrator interviews (for more information 

on the classifications, see the two textboxes below).  

 

Cluster ñagesò range from 3 to 15 yearsðthe youngest (San Diego Defense Cluster) was formally 

established in 2010, while the longest-lived (Geospatial Cluster) has been in existence since 1998. 

However, it is important to note that the San Diego Defense Cluster was spawned from the Center for 

Commercialization of Advanced Technologies (CCAT) at San Diego State University, which has been in 

operation since 2001, illustrating the limitations related to this ñageò measure and its definition.  

Phases of organizational development are indicative of cluster involvement in providing services 

to their member organizations. All seven clusters reached Phase 3 in this regard at the end of Year 1 of the 

Initiative, meaning their primary focus has turned to providing services, activities, and events for their 

participants. This evolution illustrates that clusters established upon a strong foundation (i.e., a suitable 

anchoring entity, a qualified and experienced management team, and an existing regional advantage 

within its industry of focus) can quickly navigate through the first two phases of organizational 

development, a useful finding for the planning and design of future cluster initiatives. 

 

Phases of Organizational Development 

Because one of the goals of SBAôs Initiative is to strengthen cluster assistance to small businesses, it is 

important to classify the seven clusters based on their organizational capacity to provide services to 

their participants. Actively managed clusters can be categorized into three phases of organizational 

development based on their organizational capacity to reach out and deliver services to their 

participants: 

¶ Phase 1: The primary focus of the cluster administration is on planning and structuring the 

cluster. 

¶ Phase 2: The primary focus of the cluster administration is on recruiting participants and 

building capacity. 

¶ Phase 3: The primary focus of the cluster administration is on providing services and other 

forms of assistance to participants and on securing the sustainability of the cluster. 
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Exhibit 6. Cluster maturity, by year of establishment, focus of activities, and stage of life-cycle 

Cluster 
Cluster year of 

establishment 

Clusterôs life-cycle 

stage 

Phase of organizational 

development 

Advanced Power Cluster 2004 Mature cluster Phase 3 

Geospatial Cluster 1998 Mature cluster Phase 3 

FlexMatters 2006 Mature cluster Phase 3 

TechRich 2006 Mature cluster Phase 3 

Smart Grid  2009 Mature cluster Phase 3 

Energy Storage Cluster 2005 Mature cluster Phase 3 

San Diego Defense 

Cluster 
2010 Mature cluster Phase 3 

Source: Cluster proposals, quarterly reports, and interviews 

With regard to the last measure of cluster maturity, life-cycle stage (defined in the textbox below), 

the seven clusters have also all reached the mature stage as of the end of Year 3, whereas only Smart Grid 

was classified as transitioning from the developing to the mature life-cycle stage at the end of Year 2. 

Smart Gridôs transition results from continued efforts to establish itself in the area as well as the passing 

of the Smart Grid bill (SB 9) through the Illinois General Assembly, which directed greater resources 

toward the cluster and formalized the active participation of a host of large companies involved in the 

electricity generation, transmission, and related fields. The cluster convenes a large and varied number of 

actors in the region on a regular basis while sustaining important connections outside the region and 

across the globe as well as unique test beds for smart grid technology that are attracting small businesses 

to the region. By the end of Year 3, Smart Grid was working to implement a co-working space in 

downtown Chicago to further foster connections and tacit exchange of information among small 

businesses as well as host CEOs of large companies, who will  gain exposure to innovative solutions while 

also providing guidance to entrepreneurs. 
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It is important to note that, whereas now there is a perfect correlation between the clustersô ñlife-

cycle stageò and ñorganizational development phaseò classifications, this was not always the case, as the 

two measures identify somewhat different aspects of cluster development and maturity. Clusters can be 

focused on providing services and events (Phase 3) while still consolidating, creating connections outside 

their regions or the country, and moving toward a certain critical mass (i.e., a developing life-cycle stage), 

as was the case for Smart Grid until Year 3. 

Cluster Life-Cycle Stages 

Over time, clusters will pass through a number of stages that, although not experienced the same way 

by all clusters, are logically ordered and can be identified and classified as follows: 

¶ Agglomeration: The initial landscape before the emergence of a cluster, when small and large 

businesses as well as such organizations as universities, nonprofit organizations, and public-

sector agencies are in close proximity but are not coordinated. 

¶ Emerging cluster: Organizations and businesses initiate cooperation around a core activity 

and begin to understand the advantages afforded through further structuring. 

¶ Developing cluster: New organizations and businesses involved in the same or related core 

activities begin to emerge or relocate in the clusterôs region, and further linkages between 

organizations develop. 

¶ Mature cluster: The cluster moves toward a critical mass and develops strong connections 

outside its region. New businesses are created through startups, spinoffs, and joint ventures, 

while more organizations and businesses are attracted to the region. 

¶ Transformation: Markets, industries, and technologies change to the point that the cluster has 

to radically adapt and innovate to remain sustainable and to avoid stagnation. 

 

The figure below offers a visual representation of the five life-cycle stages that clusters are generally 

thought to undergo. 

 

Source: Andersson et al., The Cluster Policies Whitebook (2004), IKED, 29 



  

SECTION 2:24 

 

2.5. Different Business Models Used by the Clusters in SBAȭÓ Initiative  

The clusters participating in the Initiative vary in one additional and critical dimension: business 

model. A clusterôs business model is defined as its overarching strategy for developing a regional 

competitive advantage by effectively leveraging assets in its region, such as universities, supporting 

industries, and human capital.17 The seven participating clusters have taken a number of different 

approaches in this regard, where the approaches have naturally been tied to their underlying assets, 

opportunities, and constraints. These approaches have proven to be stable over the first 3 years of the 

Initiative, despite the emergence in some clusters of interesting developments affecting their key 

dimensions and regional assets. For instance, emerging industries and technologies often incorporate 

other related and synergistic technology and products as their value in the context becomes understood or 

they evolve to add significant value to these emerging industries and technologies. Smart Grid now 

considers certain types of batteries and distributed generation as relevant to its industry of focus. 

Inversely, a relatively niche and specific emerging industry can evolve to the point where it becomes clear 

that it is becoming a subset of another, less-specific industry. This led FlexMatters to broaden its industry 

of focus somewhat, as it now considers flexible electronics to fit within the broader emerging industry of 

additive manufacturing. These adjustments have implications for cluster operations, as clusters may be 

required to identify new experts in these areas, develop or strengthen relationships with new regional 

partners, or build internal capacity to add value to members in these areas. However, they may not 

directly change a clusterôs business model, influencing more tactical decisions instead. In the case of 

FlexMatters, the clusterôs focus remains on flexible electronics principally but may be shifting toward the 

intersection between flexible electronics, additive manufacturing, and biotechnology, to some degree. It is 

currently too early to assess whether and how the clusterôs business model will be affected in the future. 

Exhibit 7 outlines in broad terms the business models of clusters in SBAôs Initiative. There is 

considerable diversity in the specific approaches used by clusters, yet several common themes also 

emerge. First, although all clusters have a business model that incorporates supply-chain integration, 

network development, the resolution of industry challenges, and the enhancement of regional assets to 

                                                 
17 Central to the definition of business model is the concept of competitive advantage, a concept closely tied to regional 

industrial clusters in Michael Porterôs work. Competitive advantage asserts that countries aim at producing high-quality goods 

and services that garner a high price in the markets while maximizing the productive use of the needed inputs. This concept 

contrasts with comparative advantage (first noted by 18th-century political-economist David Ricardo), which asserts that 

countries should specialize in what they are most efficient at producing relative to other nations. The concept of competitive 

advantage is also tied to concepts of clusters because clusters are said to play an important role in enhancing the efficient use 

of inputs and fostering an environment where companies are encouraged to innovate. For more information on competitive 

advantage, please see Competitive Advantage: Creating and Sustaining Superior Performance by Michael Porter (1998).  
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some degree, the focus of each model aligns with each clusterôs specific underlying strategies and 

characteristics: 

¶ A number of clusters (e.g., the Energy Storage Cluster, FlexMatters, and Smart Grid) are operating 

within a supply-chain integration approach. This involves the development of ñanchor 

customersòðlarge companies with established client bases that are seeking solutions in the 

clusterôs broad technology focusðthe provision of industry-specific training (e.g., International 

Traffic in Arms Regulations [ITAR] and Export Administration Regulations [EAR] compliance), 

security clearances, workshop on industry-specific sources of public funding), and/or the provision 

of unique services (e.g., the creation of databases of supply-chain participants or the creation of 

test beds to validate and improve technologies).  

¶ A second group of clustersðespecially the defense-focused clusters (the San Diego Defense 

Cluster, TechRich, and the Advanced Power Cluster) and, to some extent, the Geospatial 

Clusterðis primarily focused on meeting the urgent and less-urgent procurement requirements of 

various federal agencies. They are, therefore, most concerned with developing extensive and 

robust networks with federal agencies and prime contractors.  

¶ Other models exist, although they are not represented in the SBA Initiative. For example, some 

clusters are more idiosyncratic, with foci driven by the unique challenges of their industries or 

region. 

The second theme to emerge from Exhibit 7 is the overall similarity in the categories and types of 

regional assets leveraged by each cluster. All the clusters in SBAôs Initiative rely on region-specific 

strengths of the private sector as well as the skilled labor associated with that sector and the 

specializations of their regional research communities.18 A few clusters have also leveraged unique 

regional assets (e.g., particularly strong venture-capital communities, co-localization with important 

defense assets, or specialized testing facilities for new technologies, including federal research 

laboratories). In the longer term, it will be important to assess whether these clusters have benefited from 

leveraging unique assets through faster-than-average development or greater sustainability. 

Finally, the business models of the seven clusters have remained essentially static through the first 

2 years of the Initiative, although several clusters have adjusted their tactical approach (e.g., services mix, 

capture tactics for large companies, and approach to commercialization promotion).19 This adjustment is 

largely to be expected, as the strategic approach selected by clusters has been driven primarily by existing 

regional assets and the specific characteristics and structures of and gaps in their respective industries and 

markets, all of which change relatively slowly.20 It should be noted, however, that during the second year 

                                                 
18 This is consistent with the principles of cluster theory and the importance of geographic and industry scope to clusters. 
19 Some of these adjustments are outlined in Section 5, Lessons Learned, as well as in Section 3, Implementing SBAôs Regional 

Innovation Cluster Initiative. 
20 Furthermore, regional assets are generally the result of unique regional histories, including previous efforts to develop and 

retain specific industries and leadership in certain areas of research and development. 
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of SBAôs Initiative, some clusters also worked with their partners to create new regional assets aligned 

with one or more of their focus areas. These assets may ultimately be leveraged to facilitate expansion 

into new industry segments and target markets. For example, FlexMatters played an important role in the 

creation of the bioFLEX Center at Kent State University, with the goal of gaining a unique position in the 

flexible-bioelectronics field. Sometimes, an intangible asset, such as a certification granted by a third 

party, may be leveraged as a competitive advantage by the clusters in their business model instead of the 

creation of new tangible assets. For example, in Year 3, several clustersðin particular the defense-

focused clusters but also the Geospatial Clusterðcoordinated with relevant regional organizations to 

apply for a certification of authorization from the Federal Aviation Administration (FAA) to operate 

unmanned aerial vehicle (UAV) test sites in their respective regions. In this case, the FAA did not select a 

cluster region, and therefore it remains unknown how any of the clusters would have adjusted their 

business model.21 

                                                 
21 The official decision by the FAA was made public after the end of Year 3, see 

http://www.faa.gov/news/updates/?newsId=75399, but is included here because several clusters reported on the logistics of 

drafting a proposal with other relevant organizations in their region. 

http://www.faa.gov/news/updates/?newsId=75399
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Exhibit 7. Summary of the business model selected by each cluster in SBAôs Cluster Initiative 

Cluster Business model 
Predominant cluster 

strategy 

Advanced Power 

Cluster 

Seeks to support high-technology small businesses and connect them with U.S. Department of Defense 

(DoD) and U.S. Department of Energy (DoE) to fulfill their priority requirements in power and energy by 

leveraging the following regional assets:  

¶ A high concentration of actors involved in power and energy defense procurement 

¶ The research and development (R&D) and technology-transfer capabilities of universities and 

research centers 

¶ The intellectual and financial capital for high-technology innovation 

Network development 

Geospatial Cluster 

Seeks to assist high-technology small businesses to develop and market innovative geospatial technologies 

by leveraging the following regional assets:  

¶ A high concentration of federal agencies and R&D facilities with a geospatial focus  

¶ A high concentration of prime contractors 

¶ A highly skilled workforce due to universities with strong geospatial expertise and R&D  

Network development 

FlexMatters 

Seeks to accelerate the growth of the emerging flexible electronics industry by assisting small businesses 

developing innovative and commercializable technologies by leveraging the following regional assets: 

¶ Universities and research institutions largely responsible for the creation of the flexible-electronics 

industry 

¶ A strong manufacturing know-how 

¶ A high concentration of private-sector entities involved in the flexible-electronics industry 

Supply-chain integration 

TechRich 

Seeks to assist small businesses with defense-procurement capabilities and to connect them to DoD, DoE, 

and the National Aeronautics and Space Administration (NASA) for the fulfillment of priority needs by 

leveraging the following regional assets: 

¶ A concentration of defense agencies seeking innovative solutions and defense-research institutions 

¶ A high density of private entities involved in defense procurement and R&D 

¶ Several universities that focus on high technology and engineering 

Network development 

Smart Grid  

Seeks to assist small businesses through the development of a collaborative ecosystem and the 

acceleration of smart grid innovation and deployment by leveraging the following regional assets: 

¶ The availability of testing facilities 

¶ Universities and research laboratories focused on power engineering 

Supply-chain integration 
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Cluster Business model 
Predominant cluster 

strategy 

¶ A high concentration of private-sector entities in power engineering and distribution 

¶ A high concentration of venture-capital actors 

Energy Storage 

Cluster 

Seeks to integrate small businesses into the hydrogen and fuel-cell supply chain and to improve their 

competitive positions by leveraging the following regional assets: 

¶ A high concentration of hydrogen and fuel-cell industries in the Northeast 

¶ A highly skilled labor force 

¶ A high concentration of research universities and incubators 

Supply-chain integration 

San Diego Defense 

Cluster 

Seeks to support and promote small businesses with capabilities in one of four technology areas aligned 

with DoD procurement focus areas by leveraging the following regional assets: 

¶ The highest concentration in the world of DoD facilities involved in both R&D and operations 

¶ Multiple universities with a strong science and technology focus 

¶ A high concentration of prime defense contractors 

¶ A high concentration of innovative small businesses 

Network development 

Source: Cluster proposals
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3. Implementing SBAôs Regional Innovation Cluster Initiative  

This section details the implementation of SBAôs Regional Innovation Cluster Initiative during its 

third year, providing an overview of the composition of cluster member networks, the use of resources 

and provision of services and activities by clusters, and the participation in and satisfaction with those 

services and activities by member organizations. The survey data collected indicate that the complex 

networks of stakeholder organizations that compose clusters grew substantially along most dimensions 

since the start of the Initiative, with growth in the number of certain types of participating organizations 

seemingly beginning to level off in its third year. The most significant membership growth occurred 

among small businesses, increasing on average an additional 38% in the third year of SBAôs Initiative. 

Small business participation was importantly tied to the ability of businesses to network with one another 

and their desire to access cluster services, while large organization participation was tied to regional 

economic development, technology commercialization, and technology-transfer goals. 

3.1. Cluster Stakeholders  

Industry clusters participating in SBAôs Initiative comprise a broad spectrum of stakeholders, 

including small businesses, larger companies, and supporting entities, such as universities and workforce 

education institutions, foundations, business associations, service providers, and public-sector agencies. 

These organizations work synergistically together to enhance and support growth and innovation in the 

industries in which the clusters operate. This overview of the implementation of SBAôs Initiative begins 

with a discussion of the interconnected networks composing each cluster, focusing in turn on various 

stakeholder groups. The complex networks of stakeholder organizations that compose clusters has grown 

substantially along all dimensions since the first year of the Initiative; during the third year, participation 

rates for certain stakeholder categories show signs of steadying. 

By the end of the third year of SBAôs Initiative (2013), the seven clusters included an average of 

eight universities and research institutions, seven business associations, 12 public-sector agencies, and 10 

nonprofit organizations (participation of large and small businesses is discussed separately below). Public 

agencies represent one of the largest contingents in each clusterôs network, acting as both a purchaser 

(e.g., U.S. Army, Federal Emergency Management Agency) and supplier (e.g., Procurement Technical 

Assistance Centers, District Export Councils, U.S. Commercial Services) of small business services. The 

number of participating universities, nonprofit organizations, and public-sector agencies has more than 

tripled between 2010, when SBAôs Initiative began, and 2013, whereas business associations have grown 
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more modestly, approximately doubling (see Exhibit 8). However, growth in the clustersô large-

organization networks seems to have slowed down somewhat in Year 3, despite some high-profile 

additions by certain clusters (e.g., the Advanced Power Cluster has worked with the Pew Charitable Trust 

for most of Year 3).  

During Year 2, the average number of universities and research institutions, public-sector 

agencies, and foundations and nonprofits grew by 80%, 120%, and nearly 190%, respectively. In stark 

comparison, the growth rate for these same categories of organizations during Year 3 is ï11%, 20%, and 

3%, respectively. One possible explanation for these flattening growth rates is that some organizations did 

not feel cluster participation to be beneficial enough to justify further involvement. However, this 

hypothesis directly contradicts survey results about perceived benefits of participation among large 

organizations, which remained stable in Year 3 and therefore does not appear likely. Smart Grid provided 

an alternative explanation that better fits the overall evolution of the clustersðthat this change was the 

result of strategic adjustments during Year 3 as well as normal fluctuations in the strength of relationships 

over time. 

Only TechRich and the Advanced Power Cluster have shown steady or even accelerating growth 

in their large organizationsô network during Year 3. The former reported particularly important growth in 

the number of universities (greater than 200%) and the number of public-sector agencies (greater than 

100%) in its network, while the number of business associations and nonprofit organizations grew by 

60% and 80%, respectively. The Advanced Power Cluster reported double-digit growth in all four 

categories, including a 75% increase in the number of nonprofit organizations and a 50% increase in the 

number of universities. Based on the activities and goals reported by these two clusters, it appears that 

TechRichôs sustained growth in terms of large organizations is linked to an unusually important number 

of new connections made during the annual TechConnect summit combined with crucial adjustments 

made at the end of Year 2 and throughout Year 3 in terms of cluster operations, service mix, and 

leadership. The Advanced Power Cluster, by the very nature of how it operationalizes geographic scope, 

travels all over the country to visit its small business members and takes advantage of these trips to 

actively recruit and develop partnerships with organizations outside its region.  
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Source: RIC cluster administrator survey 

Exhibit 8. Average number of large organizations participating in SBAôs Cluster Initiative, 2010ï2013  

On the other hand, large business participation in the clusters has risen more steadily and 

consistently into the Initiativeôs third year. On average, the seven clusters have 28 large business 

participants, a nearly four-fold increase since 2010 and up nearly 25% in the most recent year (2012 to 

2013). The total number varies significantly across the clusters, ranging from 10 to 75 with a median of 

20 (Exhibit 9). Similarly, the growth pattern of that number varies significantly across clusters, with 

Smart Grid, the Geospatial Cluster, and the Advanced Power Cluster reporting steady growth while other 

clusters grew significantly less steadily and evenly. FlexMatters, the cluster with the fewest large business 

participants, saw the largest percentage increase in the last year. Though small in number, FlexMatters has 

grown its corporate relationships purposely and selectively during 2013 (from 7 to 10) through a program 

it designed to build in-depth knowledge of targeted ñanchorò companiesô technology needs. On the other 

end of the spectrum, Smart Grid has seen a rapid and relatively steady increase in its number of large 

businesses for two principal reasons. First, the provision of early-stage capital after a rigorous screening 

process combined with the various small business support services provided by the cluster and its 

relationships with utilities increased the clusterôs credibility in the eyes of large businesses. Second, the 

various test beds offered to small businesses to validate their smart-grid products in contexts increasingly 
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close to real-world use made the clusterôs value proposition particularly strong for utilities and other large 

firms seeking to capitalize on the extensive infrastructure upgrade and the commercialization of 

innovative technologies.

 

Source: RIC cluster administrator survey 

Exhibit 9. Number of large companies participating in SBAôs Cluster Initiative, 2010ï2013 

3.2. Small Business Participation in the Clusters  

The primary goal of SBAôs Initiative is to connect small businesses to cluster networks. The seven 

clusters established wider networks across all stakeholder categories, including small businesses, the 

number of which has grown year over year in nearly every cluster since the beginning of SBAôs Initiative; 

during Year 3, the clusters reported an average growth rate of 43% in their number of small business 

participants.22 The trend in Year 3 was slightly different for TechRich, which saw a net decline in small 

business participation of 7%. However, it is important to keep in mind that TechRich operates on an 

ñopen membershipò model, which means the participant count reported should not be viewed in the same 

light as those of some other clusters that have more rigid membership rules. 

                                                 
22 However, the growth in the total number of small business participants across the 7 clusters between Year 2 and Year 3 is 

15% (from 595 small businesses to 682). 
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The number of small business participants in a cluster is reflective of the approach that the cluster 

has taken in providing services to its small businesses and of its geographic scope. Small businesses 

participating in each cluster by year are shown in Exhibit 10. In 2013, cluster enrollment ranges from 28 

to 251 small businesses. Clusters with a lower number of small business participants typically have 

smaller geographic scopes and well-defined inclusion and exclusion criteria. Smart Grid, the Geospatial 

Cluster, and the San Diego Defense Cluster are good examples. These three clusters also have relatively 

more large business participants, which may indicate unique business conditions or cultures in those 

regions that affect the small business creation and/or participation rate. Other clusters have less stringent 

inclusion criteria or greater geographic scopes that allowed for a broader set of small businesses to meet 

their eligibility criteria (see textbox above). 

 

Source: RIC cluster administrator survey 

Exhibit 10. Number of small businesses participating in SBAôs Cluster Initiative, 2010ï2013 
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¶ TechRich has a relatively open membership model. All businesses operating in Northern 

Alabama that are in the cluster industry and with which the cluster interacted are considered 

part of the cluster.  

¶ The Energy Storage Cluster has partner organizations in eight states in the Northeast United 

States; this wider geographic scope leads to a large number of small business participants. 

¶ The Advanced Power Cluster focuses on four states in the Midwest but has no geographic 

restrictions on participation and currently has members in 30 states across the United States.  
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The 2013 cluster small businesses are made up of firms that are new to the clusters and firms 

participating in previous years. Slightly fewer than half the small businesses reported as participants 

during the third year by the clusters first joined during that same year: 21% first joined during the second 

year, 31% joined during the first year, and only 4% joined prior to the start of SBAôs Initiative. The 

distribution of years when small businesses joined varies significantly among the clusters. For example, 

about 70% of TechRichôs small businesses started during Year 3, while nearly 40% of the Geospatial 

Clusterôs small businesses started prior to SBAôs Initiative (2010 or earlier).  

More than 99% of small businesses participating in clusters in 2013 were reported to have 

employees. The decrease in small businesses without employees, a trend previously noted in Year 2, 

seems to continue in Year 3. Although small businesses without employees made up approximately 5% of 

cluster members in the first year of the Initiative, this value decreased to less than 2% in the second year. 

This change is indicative of the growth and maturation of participating small businesses over this time 

period, of some smaller firms going out of business, and of the increasing focus by a subset of clusters on 

businesses with technology closer to market (e.g., the San Diego Defense Cluster, the Advanced Power 

Cluster). Among the 1% of small businesses without employees in Year 3, a fourth went out of business 

during the year. 

Participation rates are also shaped by mergers, acquisitions, closures, relocations, and businesses 

that otherwise choose not to maintain annual contact with the cluster. Although firm transitions are not 

systematically tracked in the evaluation, anecdotally, cluster administrators reported that two small 

businesses closed and one was acquired during the third year of the Initiative. 

3.3. Reasons for Participation in the Cluster  

Clusters provide a complex and customized set of networking, coordinating, and assistance 

functions in a complex market environment. Thus, organizations can have any number of reasons for 

participation, which are likely to vary somewhat by type of organization. Large organizations and small 

businesses participating in the Initiative clusters were queried regarding their reasons for cluster 

participation in each year of the Initiative. Small businesses reported two key reasons: networking with 

large organizations and other small businesses and accessing cluster services. Large organizations 

reported the most important reasons for participating in a cluster to be spurring regional economic 

development, finding technology-transfer partners, and gaining access to new technologies with 

commercialization potential. 
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Among small businesses surveyed, 84% selected the ability to network with other small 

businesses and large organizations as a key reason for their cluster participation (see Exhibit 11). 

Furthermore, this was the most commonly selected reason in every year of the Initiative and across nearly 

all clusters. In addition, slightly more than half of small businesses (54%) indicated that access to cluster 

services was an important reason for cluster participation, while access to government procurement 

channels remained important among small businesses of the defense-focused clusters in particular, as 

indicated last year. Although little has changed in the aggregated distribution of reasons for participation 

over the past year, the percentage of businesses listing access to government procurement channels as a 

reason for participation decreased drastically for TechRich (61% in Year 2 versus 40% in Year 3), 

whereas it has remained relatively stable in the other two defense-focused clusters. Interestingly, the 

Geospatial Cluster, which also operates in industries where government agencies are a principal customer, 

had half as many respondents indicate government procurement as a top reason this year compared to last 

year. It appears that the uncertainty in government procurement tied to the government shutdown, 

sequester, and budget uncertainties have not consistently affected the expectations of small businesses 

involved in these fields. In part, this might be due to the volume of private-sector opportunities within 

each of the defense-focused clusterôs specific technology focus areas. Another noteworthy but surprising 

finding is the decrease in the frequency at which access to domestic and international markets was 

selected between Year 1 and Year 2 (35% in Year 2 versus 28% in Year 3).  

 
Source: RIC small business survey 

Exhibit 11. Reasons for small business participation in the clusters 
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Large organizations were also queried about their motivation to join their clusters and, as shown in 

Exhibit 12, 73% cited a desire to help spur regional economic development as a predominant factor. Other 

key reasons for participation, indicated by at least half the large organization respondents, included 

finding interested partners for technology transfer (52%) and gaining access to new technologies with 

commercialization potential (50%). There have been slight shifts in these responses over the years of the 

Initiative. For example, the percentage of large organizations citing regional economic development and 

the percentage citing an interest in improving their supply chains both decreased several percentage points 

in Year 2 and rose again in Year 3. However, the top three choices have remained unchanged over the 

Initiative and vary little among the clusters. 

 
Source: RIC large organization survey 

Exhibit 12. Reasons for large organization participation in the clusters 
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previous years, clusters variously provided extensive one-on-one counseling to member businesses hosted 

significant numbers of group events and activities. Group events can include: matchmaking events to 

provide cluster members with the opportunity to connect and create teams with other organizations; 

networking events enabling cluster members to meet potential customers; showcasing events at which 

members can market their products or services; and, training events. (More detailed definitions of cluster-

sponsored events are provided in the methodological appendix, Section A.2.) During the third year of the 

Initiative, the seven clusters reported a total of 108 such events, although only three clustersðthe 

Geospatial Cluster, the Energy Storage Cluster, and the San Diego Defense Clusterðsponsored two-

thirds of them.  

Small businesses and large organizations both reported being active participants in cluster 

services/activities and events. Among small businesses reporting, a significant majority indicated at least 

occasional participation in cluster-sponsored events, such as networking and showcase events. Slightly 

more than half of large organization members also reported that they often or always participated in 

cluster-organized events. This level of participation was broadly consistent with that reported during the 

first 2 years of the Initiative for both small business and large organization participants. Very few small 

business participants reported that they could obtain similar services from other providers, suggesting that 

(from the perspective of small businesses) cluster services were unique and filled a void in service 

provision. Similarly, a significant majority of large organizations reported that the expected benefits of 

cluster participation had at least ñsomewhatò materialized. 
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Exhibit 13. Examples of services provided by clusters participating in SBAôs Initiative 

Types of Services Cluster-Specific Examples 

Goal: Facilitating alliances and collaborations among cluster participants and with outside organizations 

¶ Events fostering collaboration among cluster participants 

around a specific objective or opportunity 

¶ Targeted networking events that included cluster members or 

entities external to the cluster (e.g., foreign delegations of 

industry executives, representatives of various DoD agencies, 

or university faculty) 

¶ Referral of small businesses to appropriate large firms, 

organizations, or regional resources 

¶ TechRich: Hosted ideation events that brought together small businesses to identify 

their potential contribution toward a specific set of opportunities related to advanced 

energy (e.g., Rapid Innovation Fund [RIF], SBIR/STTR). The cluster then facilitated 

team building and supported the two most promising teams during proposal 

development and review. 

¶ San Diego Defense Cluster: Held a workshop on how to increase the success rate of 

small businesses in teaming and bidding on federal contracts. 

¶ Advanced Power Cluster: Connected a small business developing a device to charge 

electric vehicles and hybrids automatically and wirelessly with another member 

company selling electric vehicles designed for delivery and grounds maintenance. 

¶ FlexMatters: Led a project involving multiple small businesses and a large company 

with complementary capabilities with the goal of developing a smart mouth guard to 

detect traumatic brain injuries. This collaboration led to the submission of a joint 

proposal.  

Goal: Increasing small businessesô access to capital 

¶ Information provision: Listing of funding opportunities via 

clusterôs website or newsletter 

¶ Technical assistance: Mentoring, application-writing 

assistance for various funding opportunities 

¶ Matchmaking: 

o Recommendation letters for small business funding 

applications 

o Assistance in finding partners to improve strength of 

funding applications 

o Introductions between investors (e.g., venture capital 

firms) and cluster participants 

¶ San Diego Defense Cluster: Made regular website posts of funding opportunities 

relevant to small businesses engaged in specific technology areas of interest to DoD. 

¶ Geospatial Cluster: Sent e-mail alerts regarding Small Business Innovation Research 

(SBIR). 

¶ Geospatial Cluster: Mentored a small business regarding SBIR applications and 

review of final proposal before submission. 

¶ Energy Storage Cluster: Organized the Connecticut Innovation Summit, Fall 2012, 

where 70+ small businesses showcased their products to angel and venture funders 

and prospective customers. 

¶ Advanced Power Cluster: Introduced two potential investors to a small business 

member in need of financing to fulfill two contractual agreements with Fortune 100 
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Types of Services Cluster-Specific Examples 

companies. 

¶ TechRich: Organized a program where small businesses that had never submitted a 

proposal before could apply to receive up to $5,000 in proposal writing and 

development assistance, with a strong focus on training. 

Goal: Enhancing small businessesô development or commercialization of new technology 

¶ Workshops on technology transfer and commercialization of 

new technology 

¶ Assistance with steps for developing or commercializing a 

new product 

¶ One-on-one counseling on business strategies for technology 

transfer 

¶ Connection of small businesses with universities or other 

research organizations that assist with key linkages for 

technology transfer 

¶ Provision of direct access to test beds and other testing 

facilities 

¶ Smart Grid Cluster: Assigned Ph.D. engineering students from a participating 

university to work with five small businesses, providing assistance with bench testing, 

algorithm development, and other technical support crucial to moving toward a final 

product. 

¶ San Diego Defense Cluster: Connected a small business with an engineering faculty 

member at San Diego State University to execute the third-party validation and testing 

of a product. 

¶ Energy Storage Cluster: Leveraged in-house expertise in fuel-cell technology to 

counsel a member small business on challenges associated with the development of a 

ceramic membrane. 

¶ Smart Grid Cluster: Provided 10+ small businesses with an opportunity to test and 

demonstrate their products on one or several smart-grid test beds. The cluster also 

connected several small firms with the Argonne National Laboratories for testing and 

third-party validation. 

Goal: Improving small businessesô marketing strategies 

¶ One-on-one counseling or workshops on marketing strategies 

¶ Referrals to larger organizations that can serve as mentors or 

to other regional resources 

¶ Direct showcasing of cluster participantsô products and 
capabilities in high-profile settings 

¶ Energy Storage Cluster: Co-hosted the webinar ñMarketing & Sales Promotion: What 

Mix Will Drive the Highest ROI?ò through which participants learned about cost-

effective and efficient methods for marketing. 

¶ FlexMatters: Created ACE Academy, a sustained, in-depth training program that 

prepares small businesses to best engage ñanchor customersòðlarge firms with 

established market presence and a variety of needsðand capture identified 

opportunities. 

¶ Advanced Power Cluster: Assisted a small business with marketing counseling and 

DoD introductions, culminating in the businessôs providing lightweight armor samples 
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Types of Services Cluster-Specific Examples 

to MilTech (a partnership between TechLink and the Montana Manufacturing 

Extension Center that focuses on hands-on product design, prototyping, and 

manufacturing assistance with the aim of a faster transition of technology to the 

market at a lower cost). 

Goal: Increasing exports 

¶ Seminars, workshops, individual counseling 

¶ Referrals to regional resources specializing in exports 

¶ Trade missions to various locales organized by the cluster on 

behalf of participating small businesses 

¶ TechRich: Offered the Export Control Update Conference to inform participants 

about export controls through a variety of subject matter experts and agency 

representatives. This event was followed a few months later by another focused on 

foreign military sales, particularly in Canada and Asia. 

¶ San Diego Defense Cluster: Facilitated a meeting between the International Trade 

Administration and a small business cluster member interested in collaborating with 

an Israeli firm to design an unmanned helicopter system for India. 

¶ TechRich: Organized a trade mission to Montréal and Québec to discover new 

customers and showcase the capabilities of select small businesses. In preparation for 

the trip, the cluster provided individual coaching and the services of a local export-

compliance specialist free of charge. 

¶ Geospatial Cluster: Organized a trade mission to Brazil where representatives from, 

five small businesses handpicked companies in the country with specific geospatial 

needs. 

Goal: Assisting with intellectual-property issues and patent applications 

¶ Workshops on intellectual property and how to incorporate 

intellectual-property considerations into business plans and 

strategies 

¶ One-on-one assistance with patent application process 

¶ Connections with intellectual property specialists who can 

assist with patent applications 

¶ Geospatial Cluster: Hosted Fall 2011 workshop on intellectual property rights. 

¶ FlexMatters: Planned a half-day workshop focused on strategic use of intellectual 

property and use of intellectual property in the context of teaming. 

¶ Geospatial Cluster: Provided mentoring on intellectual property to an important 

subset of small business participants. 

Goal: Services aimed at building small businessesô organizational capacity 
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Types of Services Cluster-Specific Examples 

¶ One-on-one counseling, group workshops, and presentations 

by experts  

¶ Assistance with registration for various disadvantaged 

business statuses, e.g., 8(a) 

¶ TechRich: Organized a seminar on cybersecurity to inform small businesses about 

risk-reduction strategies and ways to increase security of online systems. 

¶ Energy Storage Cluster: Co-hosted a 1-day workshop on developing a growth action 

plan, including goal setting, developing commercialization strategies, establishing a 

brand, and driving return on investment. 

¶ Geospatial Cluster: Hosted workshop on key elements of business operations in high-

technology industries, including branding, government contracts, accounting, and 

human resources.  

Source: Cluster quarterly reports and interviews 
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3.4.1. Provision of Services 

Cluster administrators in SBAôs Initiative have considerable flexibility in the mix of resources 

they use to assist participants. In particular, they can assist through the following activities: 

¶ Provision of in-house services 

¶ Utilization of services provided by SBA resource partners, such as SBDCs, WBCs, and SCORE 

chapters 

¶ Leveraging of the expertise of other resources or organizations, such as business schools, 

technological institutes, business and technology support organizations, Procurement Technical 

Assistance Centers, and Manufacturing Extension Partnership centers 

Clusters considered their competitive advantage in each of these service-provision methods and 

selected a mix of in-house, SBA-affiliated, or third-party provisions based on their local and regional 

resources, along with the existence of groups with similar missions and the needs of their small 

businesses. Exhibit 4 in Section 2.3 shows that all seven clusters provided some services directly to their 

participants and that four of the seven clusters also relied to a varying extent on one or more SBA partners 

(e.g., SBDC, WBC, SCORE) for service provision to small businesses. This approach allowed those four 

clusters to focus their own efforts on highly specific services that fell outside the scope of SBA partner 

capabilities while leveraging the existing SBA network of assistance, thus limiting the duplication of 

services offered. FlexMatters, for example, took this approach by focusing on highly specific flexible 

electronics assistance from experts in the field and in-depth training on the SBIR process and capture 

planning while also relying on the Manufacturing & Technology SBDC at Kent State University for 

manufacturing assistance and more routine services. 

All seven clusters also relied on third-party organizations, many of which provided advanced and 

specialized mentoring, counseling, and technical assistance: 

¶ The Advanced Power Cluster relied on TechLink23 and MilTech, both at Montana State 

University, to provide access to labs for research and development, prototyping, and 

technology licensing.  

¶ Smart Grid used BBC Entrepreneurial Training & Consulting to provide expert advice on 

developing successful SBIR/STTR proposals.  

¶ TechRich relied on Bid Design, a business development firm, to provide up to $5,000 in 

proposal writing assistance and training to small businesses with limited experience in the 

area. The objective is not simply to generate strong and competitive proposals but also to build 

the small businessesô capacity to do so on their own in the future. 

                                                 
23 TechLink primarily assists companies with licensing new technologies from DoD but it also evaluates technology and fosters 

partnerships with DoD labs and other organizations for joint R&D. 
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Cluster administrators divide their time between management activities related to the general 

setup, management, and strategic planning of the clusters and service-provision activities, such as 

counseling, training, and offering events to cluster participants. Accordingly, administrators must decide 

how to optimally allocate their funding between these two categories of activities. 

Exhibit 14. Percentage of SBA funding spent on providing services vs. cluster management activities 

Cluster 
Percentage of SBA funding 

spent on providing servicesa 

Percentage of SBA funding spent 

on cluster managementb 

Advanced Power Cluster 65% 35% 

Geospatial Cluster  88% 12% 

FlexMatters 72% 28% 

TechRich 81% 19% 

Smart Grid  79% 21% 

Energy Storage Cluster 75% 25% 

San Diego Defense Cluster 71% 29% 

All clusters 76% 24% 

Source: RIC cluster administrator survey 

a Percentage of SBA funding spent on providing services to cluster participants (e.g., counseling, training, and events) 
b Percentage of SBA funding spent on overall cluster setup, ongoing management, strategic planning, and other activities where 

there was no interaction with cluster participants 

As reported in Exhibit 14, the percentage of SBA funding spent on providing services in Year 3 

ranged from 65% for the Advanced Power Cluster to 88% for the Geospatial Cluster, averaging 76% 

across the seven clusters. This average was somewhat lower than in Year 2 (81%) but remained 

significantly higher than the value for Year 1 (61%). At first glance, this number contradicts the finding 

reported in the Year 2 evaluationðthat as clusters improved their organizational capacity and progressed 

through their life-cycle stages, they actively focused more resources toward service provision. After all, as 

reported in Exhibit 6, all clusters have now reached the mature life-cycle stage and are in Phase 3 of their 

organizational development, so their proportion of funds used toward services should remain stable or 

improve. However, the fact that almost all clusters aside from Smart Grid reported a lower percentage of 

funds used toward service provision for Year 3 suggests that another factor is at playðin particular, SBA 

issued new contracts with the seven clusters for Year 3 under which their funding decreased by 
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approximately 36%.24 Based on the reasonable assumption that a significant portion of cluster 

management costs are essentially fixed because many tasks performed in this category need to happen 

regardless of service volume and offerings (e.g., compliance with SBA documentation request, strategic 

planning, adjustments to the service mix, coordination with regional service providers and partner 

organizations), a decrease in funding would naturally increase the proportion of funds used toward cluster 

management. In fact, based on interviews and other information gathered from the clusters, the case can 

be made that clusters had to focus more on cluster management as a result of the funding cuts, as their 

number of participants did not decrease and therefore adjustments to the service mix had to be made. 

Smart Grid, the outliner with regard to the evolution of its share of funding used toward service provision, 

shares this status as a result of the inclusion of the Energy Foundry, which receives funds from other 

sources and is playing an important role in cluster management along with the Illinois Institute of 

Technology. 

3.4.2. Cluster Services and Activities by Type and Frequency 

The services and activities that clusters provide to small businesses can be classified in six 

categories: (1) one-on-one counseling, (2) networking events, (3) training events, (4) matchmaking 

events, (5) showcasing events, and (6) information dissemination.25 On average, clusters dedicated a 

slightly greater share of their time to one-on-one counseling than to group events and activities, such as 

matchmaking, training and workshops, networking, and showcasing events (39% versus 37%; see Exhibit 

15). The majority of time spent on group events went to training and workshops (13%) and matchmaking 

events (10%). Cluster management, which included strategic planning and cluster promotion, accounted 

for 16% of cluster time, while information dissemination accounted for 8%. These figures have evolved 

somewhat since Year 2, with the principal differences being that clusters reported a 9 percentage point 

increase in the time spent on one-on-one counseling and a 3 percentage point decrease in the time spent 

on matchmaking. In addition, the ñotherò category decreased from 3% to 0% of clustersô time, while 

information dissemination also decreased by 3 percentage points. 

                                                 
24 Original contracts had a value of approximately $603,000 per cluster, whereas the new contracts are worth approximately 

$385,000. 
25 A detailed discussion on what each of these services entails (and how they were defined for the purposes of the surveys 

conducted for this evaluation) is included in Section A.2 of the Methodology Appendix. 
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Source: RIC cluster administrator survey 

Exhibit 15. Percentage of cluster administrator time spent on different service activities 

On average, the seven clusters reported dedicating 76% of their time on group events and activities 

or one-on-one counseling during Year 3, an 8 percentage point increase compared with the 68% reported 

in Year 2. However, as was the case in past years, estimated time spent on these two categories of 

activities varied considerably across clusters (Exhibit 16). The Advanced Power Cluster remained the 

cluster reporting the highest percentage of time spent on one-on-one counseling (64%), while the Energy 

Storage Cluster and TechRich reported the lowest shares (15% and 25%, respectively) but also had the 

highest reported uses of time for group events (60% and 50%, respectively), much of which was devoted 

to training and workshops. Of the remaining four clusters, three (the Geospatial Cluster, the San Diego 

Defense Cluster, and FlexMatters) reported a relatively balanced split between one-on-one counseling and 

group activities, whereas Smart Grid reported allocating significantly more time to one-on-one 

counseling. 
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Source: RIC cluster administrator survey 

Exhibit 16. Percentage of cluster administrator time spent on one-on-one and group services 

 Some interesting findings emerge from comparing the time allocation of the seven clusters 

between Year 2 and Year 3. On average, the proportion of time dedicated to one-on-one counseling has 

not changed significantly between these years, but this figure hides important differences for a certain 

number of clusters. TechRich and Smart Grid both reported an important increase in time allocated 

toward one-on-one counseling for Year 3 (15 and 20 percentage points respectively), whereas FlexMatters 

reported a decrease of 11 percentage points. The increase in one-on-one counseling reported by TechRich 

and Smart Grid occurred in spite of a rise in the proportion of time allocated toward group events (15 and 

7 percentage points, respectively), meaning the two clusters focused more on both of these services. For 

FlexMatters, the decrease in on-on-one counseling occurred as part of a 13 percentage-point contraction 

in time allocated toward both group events and one-on-one counseling. These differences across years 

imply important changes in the service mix of these clusters, which did not appear for some of their peers, 

such as the Advanced Power Cluster, the Geospatial Cluster, or the Energy Storage Cluster.26 The reasons 

behind this evolution in service mix are likely as unique as each of the clusters and their strategy. For 

example, the San Diego Defense Cluster indicated its greater focus on group events in Year 3 was adopted 

to improve the efficiency of service delivery. On the other hand, the overall increase in direct service 

provision (one-on-one counseling and group events) by TechRich stemmed from a reported increase in 

                                                 
26 Although the Energy Storage Cluster did report an 11% increase in the combined time allocated towards one-on-one 

counseling and group events, in large part due to an 8 percentage point increase in the proportion of time allocated towards 

group events.  
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the level of sophistication among participating small businesses, requiring more one-on-one counseling 

for idiosyncratic issues, as well as a greater demand by cluster small businesses for information related to 

exports, SBIR, and new market, which would prompt more group events. The increase in direct service 

provision reported by Smart Grid stems from the infusion of resources tied to Energy Foundry. 

Across the seven clusters, 462 small businesses were reported to have received an estimated total 

of 13,359 counseling hours during the third year of SBAôs Initiative, averaging 29 hours of counseling per 

recipient small business.27 

The distribution of counseling hours across clusters and across small businesses within a cluster 

was quite varied (see Exhibit 17). The average number of hours of counseling per small business in a 

given cluster ranged from 6.6 to 157 (the Advanced Power Cluster and the Geospatial Cluster, 

respectively). Three clusters reported providing counseling to one or several small businesses in excess of 

100 hours each while providing significantly fewer hours to other small businesses (e.g., the San Diego 

Defense Cluster). In other clusters, the average and median numbers of hours provided were quite close, 

indicating a relatively uniform distribution of counseling across all member small businesses in those 

clusters (e.g., the Energy Storage Cluster and FlexMatters). Unlike in Year 2, the relationship between the 

number of small businesses receiving counseling and the average number of hours of counseling provided 

to businesses in that cluster was slightly negative.28, 29  

A comparison of the figures in Exhibit 17 with those reported for Year 2 reinforces the notion 

discussed earlierðthat several clusters made significant adjustments in their service mix. Three clustersð

the Geospatial Cluster, TechRich, and the San Diego Defense Clusterðreported a two-, eight-, and three-

fold increase in total hours provided, respectively. 

Exhibit 17. Summary information regarding one-on-one counseling provided 

Cluster 

Total recipient 

small 

businesses 

Total 

hours 

provided 

Average hours per 

recipient small 

business 

Median 

hours 

Maximum 

hours 

reported 

Advanced Power Cluster 81 532 6.6 3.0 75 

                                                 
27 These figures cannot be directly compared with those obtained for Year 2 of the Initiative because Smart Grid had not 

provided counseling data. However, the average number of hours of counseling per recipient small business is significantly 

higher than it was in Year 2 (29 hours in Year 3 versus 21 hours in Year 2). 
28 The correlation coefficient (Pearsonôs R) for the relationship between number of small businesses counseled and number of 

hours of counseling provided is -0.1916. 
29 For example, of two clusters that counseled an above-average number of small businesses, one provided an above-average 

number of hours of counseling, while the other provided an average number of hours. On the other hand, among clusters that 

served a smaller-than-average number of businesses, some reported higher hours of counseling per business, while others did 

not (Exhibit 17). 
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Cluster 

Total recipient 

small 

businesses 

Total 

hours 

provided 

Average hours per 

recipient small 

business 

Median 

hours 

Maximum 

hours 

reported 

Geospatial Cluster 46 7,211 156.7 180.0 385 

FlexMatters 24 818 34.1 29 85 

TechRich 107 978 9.1 3.0 82 

Smart Grid  35 1,252 35.8 20 200 

Energy Storage Cluster 141 1,286 9.12 8.0 90 

San Diego Defense Cluster 28 1,282 45.8 27.5 300 

All clusters 462 13,359 28.9 8.0 385 

Source: Data reported by cluster administrators for each small business participant present on their clustersô rosters that 

received any one-on-one counseling. 

These increases in total hours provided were generally not linked to an increase in the number of 

recipient small businesses, except in the case of TechRich, which reported a two-fold increase. However, 

this increase is significantly outpaced by the growth in hours of one-on-one counseling. The median 

number of hours provided by both the San Diego Defense Cluster and the Geospatial Cluster increased 

sharply, suggesting that the increase in total hours was widely distributed among recipients. On the other 

hand, the median value of TechRich did not grow as significantly, suggesting that a significant proportion 

of the growth in total hours was allocated to a subset of participants. FlexMatters reported a decrease in 

total hours provided, but it also saw a decrease in the number of recipients, leading to a similar number of 

hours allocated to these recipients across both years. Inversely, the Energy Storage Cluster reported a two-

fold increase in the number of recipients, yet its total hours remained relatively unchanged, leading to a 

decrease in the average number of hours per recipient. However, the median rose, suggesting that 

counseling hours were more evenly distributed across recipients. The Advanced Power Cluster reported 

figures very similar to those reported in Year 2 across the board. 

Clusters provided information about their methods of delivery for one-on-one counseling, 

revealing that the bulk of one-on-one interactions took place in-person (81%). Only 10% of these 

interactions took place via telephone, while e-mail messages were in third place at slightly less than 6% 

and video conferences were used for 3% of interactions.30, 31 These figures have not materially changed 

between Year 2 and Year 3.  

                                                 
30 No cluster opted to specify any other modes of communication. 
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The seven clusters organized four major types of group events: matchmaking events provide 

cluster members with the ability to connect with large businesses, prime contractors, or other cluster 

members to with the explicit intention of creating competitive teams able to respond to opportunities; 

networking events enable cluster members to meet potential customers; showcasing events provide 

members with the opportunity to display, demonstrate, or market their products or services to potential 

customers; and, training events include workshops on topics of interest for cluster members. (More 

detailed definitions of cluster-sponsored events are provided in the methodological appendix, Section 

A.2.). During the third year of the Initiative, the seven clusters reported a total of 108 such discrete events, 

or slightly more than half the number reported during Year 2. This difference seems to be driven in part 

by less-complete reporting of group events by certain clusters and a greater focus on one-on-one 

counseling due to more advanced and idiosyncratic needs. Of the events reported, 32 were classified as 

possessing a networking component, 49 a workshop component, 32 a showcasing component, and 15 a 

matchmaking component.32 As was the case in Year 2, three clustersðthe Geospatial Cluster, the Energy 

Storage Cluster, and the San Diego Defense Clusterðsponsored nearly three-fourths of all group events 

in Year 3, while other clusters hosted fewer events (see Exhibit 18).  

 
Source: RIC cluster administrator survey 

Exhibit 18. Number of cluster-sponsored group events  

                                                                                                                                                                            
31 In contrast to the other clusters, the San Diego Defense Cluster reported doing about one-third of its one-on-one counseling 

primarily via e-mail, while the Advanced Power Cluster reported conducting one-third of its counseling by telephone. 
32 The sum of these values is greater than the 108 events reported because 12 events were identified as belonging in more than 

a single event type category. For example, a symposium may be composed of a showcase session, one or several workshops, 

and one or several networking sessions. 
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There was significant variation with regard to the types of events organized by the seven clusters. 

For example, the Advanced Power Cluster reported organizing training and workshops events 

exclusively, while FlexMatters concentrated on showcasing events (see Exhibit 19). The distribution of 

event types by clusters across years reinforces the notion that several made adjustments to their service 

mix, but at the same time, a close look at the data across years suggests that there may be inconsistencies 

in what certain clusters report, which limits the usefulness of a thorough comparison. However, it is 

nonetheless possible to note that Smart Grid focused significantly more on networking events in Year 3, 

while the Energy Storage Cluster focused on training and showcasing to a greater extent. 

 
Source: RIC cluster administrator survey 

Exhibit 19. Percentage of cluster-sponsored group events, by event type and cluster 

The attendance profile varied significantly by type of event. As might be expected, small 

businesses were far more likely than other types of organizations to attend every type of cluster event, but 

they were particularly numerous at training and workshop events as well as showcasing events (see 

Exhibit 20). The latter is likely tied to the fact that showcasing events were often included as part of a 

larger event, such as a symposium or a trade show. In these cases, a significant number of cluster 

participants may have had an opportunity to showcase their products at their own booth, at a cluster-

sponsored booth, or through scheduled demonstrations. However, a median of 11.5 small businesses per 

showcase event, significantly below the average of 32.5, suggests that many of these events were also 
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smaller and more focused on a specific subset of small business participants with capabilities particularly 

relevant to those organizations in attendance. Nonetheless, small business participation to showcase 

events rose markedly between Year 2 and Year 3, from a median of 3.0 to a median of 11.5. 

Large companies were particularly present at showcasing and networking events, as they are often 

the primary target group to be courted through these efforts. Universities and public-sector organizations 

were most prevalent at showcasing events, as they represent potential sources of innovation and potential 

customers, respectively, but they were also well represented at training and workshop events, in part 

because they were often involved in providing some of or all the eventsô content. Similarly, large 

businesses were often involved in training and workshop events, where they provided insight about 

current and upcoming needs, working with a large firm, developing successful proposals, and capturing 

clients, for example.  

An average of 11 and a median of 4 large organizations per matchmaking event suggests that 

many of these events were organized around a limited number of large organizations chosen on the basis 

of their relevance to the clustersô small businesses. Whereas in Year 2, 75% of matchmaking events 

included five or fewer small businesses, this value was only 33% in Year 3, suggesting that certain 

clusters organized larger matchmaking sessions than in the past. This theory is borne out by reports from 

various clusters of matchmaking events where numerous small businesses came together to learn about 

newly released requirements, with the goal of forming competitive teams to pursue them. In addition, a 

significant portion of matchmaking took place when the clusters connected or referred a specific member 

to other organizations, which was often accounted for as part of one-on-one counseling and mentoring.  

A comparison of the average number of attendees at various events types between Year 2 and 

Year 3 suggests that a much greater number of small businesses attended all event types than in the past. 

The average number of small businesses at training events in Year 2 was 17, whereas this value was 34 in 

Year 3. The same pattern held true for large businesses and was particularly pronounced for showcasing 

and matchmaking events. Attendance by universities and public-sector organizations also rose across the 

event types, but the increase was less pronounced. 
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Source: RIC cluster administrator survey 

Exhibit 20. Average number of attendees at cluster events, by type of event and type of attendee 

 Counseling in addition to training and workshop events held during the third year of SBAôs 

Initiative covered a range of topics (see Exhibits 21 and 22).33 Across the seven clusters, the most 

common primary topic area for one-on-one counseling was partnerships, alliances, and collaboration 

(32%), followed by business development (20%); financing and contracting opportunities were third and 

fourth, respectively, at 16% and 15%. These topics were also the most commonly identified as a 

secondary topic area, with the exception of financing, which was relatively rare as a secondary topic. 

Intellectual property and certifications were never selected as a primary topic area, while 

commercialization was also infrequently selected. The principal differences between Year 2 and Year 3 

included a 12 percentage point decrease in marketing as a primary topic area for one-on-one counseling 

and a 10 percentage point increase in partnerships, alliances, and collaboration. Somewhat smaller 

increases were also noted for business development and exports/imports, which both rose by 5 percentage 

points. 

Among training and workshop events, business development was by far the most common 

primary topic area (47%), followed by marketing (12%), and partnerships, alliances, and collaboration 

                                                 
33 For the 461 small businesses reported as having received one-on-one counseling sessions, cluster administrators provided 

primary topic areas for 457, secondary topic areas for 263, and tertiary topic areas for 190. This progressive decrease in the 

number of instances for which a topic area was specified between primary and tertiary topic areas is explained by the fact that 

not every instance of one-on-one counseling or training and workshop event covered multiple topic areas. 
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(10%).34 The most commonly identified secondary topic areas for training and workshop events included 

partnerships, alliances, and collaboration (40%); marketing (17%); and commercialization (15%). 

Compared to Year 2, there was a 14 percentage point decrease in events covering contracting 

opportunities as a primary topic area, while the number of those labeled as covering business development 

increased by 25 percentage points. This change may reflect the fact that the third year of the Initiative was 

particularly difficult for those clusters and their members focused on government contracts, due to 

sequestration and the government shutdown. A shift from contracting opportunities to business 

development as a primary topic area between Year 2 and Year 3 for the three defense-focused clusters 

along with the Geospatial Cluster, whose membership also targets government agencies as major buyers 

of geospatial technology, suggests this hypothesis to be true.  

 
Source: RIC cluster administrator survey 

Exhibit 21. Percentage of one-on-one counseling, by primary and secondary topic areas 

                                                 
34 Cluster administrators reported primary topic areas for all 49 training and workshop events offered during the third year of 

the Initiative, secondary topic areas for 47 such events, and tertiary topic areas for 27. 
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Source: RIC cluster administrator survey 

Exhibit 22. Percentage of training and workshop events, by primary and secondary topic area 

3.4.3. Frequency of Participation in Cluster Services and Activities 

Small businesses and large organizations reported being active participants in cluster 

services/activities and events.35 Among small businesses reporting, 77% indicated that they participated in 

cluster-sponsored events, such as networking and showcase events, at least occasionally, and 29% 

indicated that they participated in cluster-sponsored events often or always (see Exhibit 23). Three-

quarters of the small businesses reporting responded that they participated in cluster services and 

activities, such as counseling or training sessions, at least once every 6 months. About one-third 

responded that they participated in these services and activities at least once every 3 months (see Exhibit 

24).  

                                                 
35 These results are based on surveys completed by 184 small businesses and 63 large organizations participating in clusters. 

Cluster participants who completed the surveys can generally be expected to be more active cluster participants than those who 

did not complete the surveys. This limitation is discussed in more detail in the Methodology Appendix. 
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Source: RIC small business survey 

Exhibit 23. Small business attendance frequency at cluster events 

Overall, these values were consistent with those reported for the first 2 years of the Initiative, with 

a few small exceptions. First, the proportion of small businesses reporting participating ñoccasionallyò in 

cluster-sponsored events climbed somewhat in the third year, mostly at the detriment of the top two 

answers (ñoftenò and ñalwaysò). Second, the proportion of small businesses reporting never participating 

in cluster services and activities decreased slightly, while those reporting participating at least every 6 

months climbed by the same amount. 

 
Source: RIC small business survey 

Exhibit 24. Small business participation frequency for cluster services and activities 

Among large organizations reporting, 42% reported that they often or always participated in 

cluster-organized events; 42% indicated that they occasionally participated (see Exhibit 25). A smaller 

number reported that they rarely participated in cluster events during the third year (16%), whereas no 
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large organization reported never participating. Overall, this distribution of attendance was comparable to 

what large organizations reported during the first 2 years of SBAôs Initiative. As noted for small 

businesses, the trend appears to be toward an increase in the middle of the distribution at the expense of 

the two extremes. In particular, the most striking differences between Year 2 and Year 3 is that 

significantly fewer large organizations reported ñalwaysò attending cluster events and that none reported 

ñneverò attending. This general trend toward the center of the distribution may be linked to large 

organizationsô and small businessesô having a better understanding of their needs and the services offered 

by their clusters based on past participation. Alternatively, it could be linked to clustersô better targeting 

their promotion of events and activities toward those most likely to benefit. 

 
Source: RIC large organization survey 

Exhibit 25. Large organization frequency of participation in cluster events 

3.4.4. Participantsô Satisfaction With Cluster Services and Activities 

The majority of small business participants (75%) were either satisfied or very satisfied with 

cluster services and activities (see Exhibit 26). This pattern held across most of the seven clusters, 

although fewer participants in TechRich and the Smart Grid cluster reported being satisfied or very 

satisfied (50% and 59%, respectively) than the average. Participants in these two clusters instead reported 

being unsure about their satisfaction (39% and 29%, respectively), significantly more often than for the 

other five clusters. Although this result may be coincidental, both Smart Grid and TechRich experienced 

slight disruptions in their operations during the third year of the Initiative. For the former, these 

disruptions were the result of the inclusion of the Energy Foundry as a major partner and tactical (and to a 

lesser extent, strategic) adjustments to better leverage the passing of the Smart Grid legislation, while the 

latter sustained the departure of key personnel at the cluster management level. 
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Regardless, the overall satisfaction level remained stable compared with the survey results of the 

second year, and both were slightly less positive than the figure reported for the first year of the Initiative. 

The distribution of answers has also remained constant across both the second and third years, whereas a 

somewhat smaller percentage of respondents reported being unsure in the first year survey (12% in Year 1 

versus approximately 19% in Year 2 and Year 3). The greater number of small businesses reporting being 

unsure about their satisfaction during the second and third years could be tied to the fact that all cluster 

participants were surveyed for these 2 years, including some exhibiting lower levels of engagement.36 

Overall, this sustained level of satisfaction with cluster services and activities suggests that clusters were 

generally successful in delivering services in line with small business participantsô needs and expectations 

but that a share of participating small businesses had yet to decide how they perceived the value of cluster 

participation. 

 
Source: RIC small business survey 

Exhibit 26. Small business level of satisfaction with cluster services and activities 

A majority of small businesses reporting (56%) indicated that they could not have received the 

services provided by their clusters elsewhere, while 32% responded that they did not know whether they 

could. With only 12% reporting that similar services could be obtained from other providers (at least from 

the perspective of small businesses), cluster services appeared to be unique and filled a void in service 

provision (see Exhibit 27). The proportion of small businesses reporting that comparable services could 

not be received elsewhere increased by 7 percentage points compared with the figure obtained in Year 2. 

Correspondingly, 6% fewer small businesses reported not knowing whether similar services were 

available elsewhere. As in past years, the distribution of answers across clusters varied significantly. 

                                                 
36 The criteria for survey participation are discussed in more detail in the Methodology Appendix. 
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 Some respondents provided brief explanations for their answers. The most common theme was 

that clusters were highly specialized in their industry and therefore able to provide a wide range of in-

depth support not commonly available elsewhere. Other recurring themes included that clusters were 

better at creating relevant connections than other organizations or that they provided a higher quality of 

services. These themes aligned closely with the comments made by participants in past years.  

Exhibit 27. Percentage of small businesses reporting whether the same services were available elsewhere 

Cluster 

No, could not have received 

same or comparable services 

elsewhere 

Yes, could have received 

same or comparable 

services elsewhere 

Donôt know 

Advanced Power Cluster 69% 13% 19% 

Geospatial Cluster 62% 3% 34% 

FlexMatters 57% 14% 29% 

TechRich 36% 14% 50% 

Smart Grid  33% 22% 44% 

Energy Storage Cluster 56% 16% 28% 

San Diego Defense Cluster 76% 5% 19% 

All clusters 56% 12% 32% 

Source: RIC small business survey 

 

The question of whether the same services or comparable activities could be found elsewhere can 

be put in context by also looking at how many small businesses responded that they participated in one or 

more other business-support organizations not affiliated with their clusters during Year 3. Of the small 

businesses reporting, 53% participated in such an organization, the same figure as in Year 2. Commonly 

mentioned organizations included the regional SBDC, WBC, or Procurement Technical Assistance 

Centers (PTAC); regional economic development and sectorial innovation organizations; local or regional 

chambers of commerce; and various regional business incubators or technology parks. Other affiliations 

included professional organizations and industry associations. Several small businesses mentioned 

organizations that were cluster partners or service providers, illustrating that some may not have been 

fully aware of the cluster stakeholdersô identities. 
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Large organizations were asked whether benefits that they had expected from cluster participation 

had materialized; 60% of respondents reported that this was ñabsolutelyò or ñsignificantlyò the case (31% 

and 29%, respectively), whereas 24% reported that these benefits had ñsomewhatò materialized. A mere 

2% reported that expected benefits from cluster participation had not materialized at all, and 14% 

suggested that it was too early to tell. These results compared favorably with those obtained in Year 2, 

particularly with regard to the share of respondents reporting that the benefits of cluster participation 

materialized ñabsolutelyò or ñsignificantly,ò which rose by 18 percentage point. The increase in these two 

categories contributed to a decrease of 21 percentage points in the number of respondents responding 

ñsomewhat,ò suggesting that large organizations increasingly found that their clusters delivered the value 

they had been expecting. Alternatively, this number could indicate that these organizations have 

progressively lowered their expectations about the benefits of cluster participation, effectively making it 

easier for clusters to meet these expectations. However, this second hypothesis does not fit with the 

across-the-board rise in reasons cited for cluster participation (see Exhibit 12), which suggests that large 

organizations have broader and likely higher expectations from cluster participation than in Year 2. 
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4. Outcomes of the Regional Innovation Cluster Initiative  

4.1. Overview 

This section provides a detailed description of outcomes experienced by organizations 

participating in regional clusters during the first 3 years of SBAôs Cluster Initiative. This analysis 

examines both the short- and intermediate-term outcomes that are relatively direct measures of the success 

of cluster activities and services (e.g., development of alliances among cluster participants, 

commercialization of new technologies, and improved export marketing strategies) as well as longer-term 

outcomes likely to be indicative of sustained economic development among cluster organizations (e.g., 

employment and payroll growth, business revenue growth, and new business formation). 

 

Short-, Intermediate-, and Long-Term Outcomes of the Regional Innovation Cluster Initiative 

The outcomes of the Regional Innovation Cluster Initiative can be divided into two categories based 

on time frame: (1) short- and intermediate-term outcomes and (2) long-term outcomes. Short- and 

intermediate-term outcomes are directly and immediately linked to cluster services, activities, and 

events, and thus are expected to be observed during the period of SBAôs Initiative and soon thereafter. 

These are the outcomes that cluster services directly aim at improving, such as the success of small 

businesses in obtaining capital and increasing exports. In contrast, long-term outcomes, such as 

increased revenue and total payroll, are expected to be observed in subsequent time periods. Exhibit 

28 illustrates the short-, intermediate-, and long-term outcomes evaluated in this study, showing the 

linkages between cluster services and these outcomes as well as the metrics used to assess them. In 

particular, it portrays the chain of events that starts with services provided by the clusters to small 

businesses, which are designed to directly influence the short- and intermediate-term outcomes. As the 

small businesses attain the short- and intermediate-term outcomes, long-term outcomes are expected 

to materialize at both the business and regional levels. Thus, the achievement of long-term outcomes is 

partially dependent on the achievement of the short- and intermediate-term outcomes. 
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Exhibit 28. The outcomes of SBAôs Regional Innovation Cluster Initiative 

4.2. Short -Term/Intermediate -Term  Outcomes  

The short-term/intermediate-term outcomes of SBAôs Initiative evaluation are expected to directly 

and immediately result from the services and events offered by the clusters to their participating small 

businesses, manifesting themselves during the period of the Initiative or soon thereafter. The following 

short- and intermediate-term outcomes are reported here and discussed in turn below: 

¶ Alliances and collaborations among cluster participants 

¶ Small businessesô access to capital 

¶ Small businessesô contract and subcontract awards 

¶ The development of new products and the commercialization of new technologies 

¶ Assistance regarding intellectual property issues and patent applications 

¶ Assistance with small businessesô marketing strategies 
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¶ Assistance with increasing exports 

¶ Assistance gaining access to cleared secure facilities and integration into the industry 

supply chain 

4.2.1. Alliances and Collaborations Among Cluster Participants 

Clusters organized networking events and activities focused on forming alliances among small 

businesses and connecting small businesses with large businesses or organizations. The short- and 

intermediate-term outcome associated with these services and activities was an increased number of 

alliances formed by small businesses participating in clusters.37 This information was collected via 

surveys of small businesses and large organizations participating in clusters. 

Alliances that formed between small businesses and other entities could take the form of project 

collaboration, joint product development and sales activities, sourcing agreements and licensing, and joint 

ventures. Of the 178 small businesses reporting, 57% indicated having formed at least one alliance as a 

result of cluster participation during the third year of SBAôs Initiative; 37% reported that their clusters 

helped them forge two or more alliances during the previous year (see Exhibit 29). 

 

Source: RIC small business survey 

Exhibit 29. Number of alliances formed by small businesses as a result of cluster participation  

                                                 
37 An alliance is defined here as an ongoing business relationship between two or more independent organizations that strive to 

achieve common goals. Alliances include a wide spectrum of relationships, from information-sourcing agreements and 

licensing to acquisition. 
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Small businesses reported forging an average of 1.9 new strategic alliances during the third year of 

SBAôs Initiative; the average number of new alliances ranged from 0.9 to 3.2 per cluster (see Exhibit 

30).38 Among new alliances reported by small businesses, 50% were with other small businesses, 20% 

were with large businesses, and the remainder was with universities, research organizations, or other types 

of organizations affiliated with the clusters (see Exhibit 31).39 These values remained very much in line 

with those reported in Year 2. 

 
Source: RIC small business survey 

Exhibit 30. Average number of alliances formed by cluster small businesses 

                                                 
38 These values were computed after excluding an apparent outlier reporting a total of 100 alliances with other organizations, 

an unlikely yet possible value. If this value is not excluded, the average number of alliances forged by small businesses across 

clusters is 2.4, while the average number of alliances for the Advanced Power Cluster increases to 5. 
39 The outlier mentioned in the prior footnote was also removed prior to computing these figures and those shown in Exhibit 

31. 
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Source: RIC small business survey 

Exhibit 31. Number of new alliances reported by small businesses, by type of allied organization  

Among responding small businesses that sought or received relevant cluster services, 73% either 

ñagreedò or ñstrongly agreedò that cluster participation resulted in collaborations with other businesses 

and/or organizations within their regions of operation (see Exhibit 32). This percentage varied 

significantly across clusters, ranging from a high of 88% for the Energy Storage Cluster to a low of 57% 

in Smart Grid. In addition, 55% of small businesses reported that they ñagreedò or ñstrongly agreedò that 

cluster participation resulted in collaborations outside their regions of operation (see Exhibit 32). 

Answers to this question varied across the seven clusters to an even greater extent than in the prior 

question; 88% of Advanced Power Cluster participants agreed or strongly agreed with this statement, 

whereas only 8% did so in Smart Grid. These answers are consistent with the discussion of cluster 

geographic scope in Section 2, where it is noted that Smart Grid, for example, maintains a precisely 

defined geographic scope, whereas the Advanced Power Cluster regroups participants in 30 states. Thus it 

is somewhat expected that a smaller share of Smart Grid respondents found the cluster helpful in that 

regard. Also important is that comparatively fewer respondents sought extra-regional collaborations 

(about 70% compared to 84% that sought assistance with regional collaboration), and many more were 

neutral regarding this assistance.  
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Source: RIC small business survey 

Exhibit 32. Cluster participation resulting in collaborations within or outside small businessesô regions of 

operation 

Cluster partners other than small businesses, including large businesses, universities, research 

institutions, public-sector agencies, foundations, and nonprofit organizations (collectively referred to here 

as ñlarge organizationsò), were also surveyed about their experience with collaboration and alliance-

building in the cluster. Forty-two large organizations, 75% of those having sought the service, reported 

that cluster participation helped create connections (as distinct from collaborations) with companies and 

organizations located outside their regions of operation (see Exhibit 33). Interestingly, the proportion of 

large organizations that did not seek or receive the service was very low, suggesting that this was an area 

of particular interest for them. 
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Source: RIC large organization survey 

Exhibit 33. Cluster participation helping create connections outside large organizationsô regions of 

operation 

The clusters were instrumental in facilitating new alliances among large organizations. Of the 63 

large organizations reporting, 38 (61%) formed a total of 263 new alliances with other organizations or 

businesses as a result of cluster participation. Some clusters were stronger at supporting alliances broadly 

among large organizations, while others were stronger at supporting a large number of alliances but 

among fewer organizations. Large organizations affiliated with Smart Grid and TechRich in particular 

reported a large number of new alliances, averaging five alliances across the 14 large organizations 

reporting in those clusters (see Exhibit 34). The Geospatial Cluster and FlexMatters had larger 

percentages of their 21 affiliated organizations report new alliances (78% and 67%, respectively). Among 

the 263 new alliances reported by large organizations, 49% were with small businesses, with the 

remainder spread across other types of organizations affiliated with the clusters (see Exhibit 35). 
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Source: RIC large organization survey 

Exhibit 34. Average number of new alliances reported by large organizations 

Results reported in Exhibit 34 differ significantly from those reported in Year 2. In particular, 

large organizations in several clusters reported an important increase in the number of new alliances they 

formed. For example, the Advanced Energy Cluster and the Energy Storage Cluster both had an average 

number of alliances below 0.5 in Year 2. Even less extreme cases abound, such as Smart Grid and the San 

Diego Defense Cluster, which both displayed much improved averages. As a result, the range of averages 

reported in Exhibit 35 is significantly more compact in Year 3 than in Year 2. This fact, in combination 

with the largely stable intensity of alliances among cluster participants, could suggest that all seven 

clusters have implemented effective approaches of fostering relationships among large organizations. 

However, because the clusters reported relatively few changes in these approaches during Year 3, this 

information suggests instead that large organizations may require more time to develop alliances than 

small businesses. 
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Source: RIC large organization survey 

Exhibit 35. Number of new alliances reported by large organizations, by type of allied organization  

Questions in the large organization and small business surveys also inquired about joint ventures, 

a more formal type of alliance defined as a formal business agreement between two or more organizations 

to develop a new entity and new assets, generally for a finite time frame. Cluster small businesses 

indicated their involvement in a total of 67 joint ventures during the third year of the Initiative. Sixteen 

small businesses reported more than one joint venture each, with one small business (in the Advanced 

Power Cluster) reporting its involvement in five. Smart Grid and the Advanced Power Cluster participants 

reported the highest average number of joint ventures, whereas the Energy Storage Cluster had the lowest 

average. Large organizations were asked to report on their involvement in joint ventures specifically with 

small businesses, and five large organizations reported entering into such agreements with one or more 

small businesses. 
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4.2.2. Small Business Access to Capital 

Access to external financing and capital was a small business need that many cluster participants 

identified as important. Clusters in SBAôs Initiative facilitated small businessesô access to capital in three 

different ways: (1) by disseminating information on funding opportunities that were relevant to cluster 

participants; (2) by providing technical assistance, including mentoring and assistance in writing 

applications, for various funding opportunities; and (3) by holding matchmaking and networking 

activities, ranging from assisting small businesses in finding partners to improve the strength of their 

funding applications to actively seeking investors, such as venture capital firms.  

The success of such activities can be measured in terms of improved access to financing for small 

businesses as well as in the types of financing obtained. Of the 184 small businesses responding, 59% 

reported using one or more of the following sources of financing during Year 3: angel capital, venture 

Success Story #1 

 

This small business specializes in geospatial technology solutions and is a founding member of its 

cluster. The firm demonstrated a remarkable ability to incorporate other members in its contract 

awards, with the clusterôs help. In 2011, the company was contracted by the U.S. Army Corps of 

Engineers and subcontracted a portion of the work to another business in the cluster. In 2012, the 

company was awarded a $3-million multiyear contract with the U.S. Navy and included yet another 

cluster member as a subcontractor. The company further teamed up with a large prime contractor 

and two cluster small businesses to provide technical services to the National Oceanic and 

Atmospheric Administration (NOAA) at the Data Buoy Center. The two cluster small businesses 

will receive 25% of the multiyear contract initially worth $250 million. Also in 2012, the company 

teamed up with two cluster members to perform engineering and geospatial services for the U.S. 

Naval Observatory, a contract valued at more than $6 million. These successful teaming efforts were 

complemented by multiple contract awards to the company from organizations including NASA and 

the National Geospatial Intelligence Agency.  

 

In early 2013, the company acquired an engineering facility belonging to a large business 

specializing in maritime engineering. The acquisition included transitioning key staff members and 

equipment in the facility, saving jobs in the region. Another cluster member is exploring a 

partnership agreement with this company to produce its hurricane-resistant cameras at the facility 

instead of relying upon an out-of-state manufacturing firm. The company was also a key participant 

in the export mission organized in mid-2013 by its cluster and sponsored by the federal and the state 

government. Prior to the trip, the company entered into a strategic agreement with a small business 

in the visited country and received cluster assistance with obtaining ITAR certification and 

identifying other opportunities in the country. The trade mission allowed the company to meet with 

several other businesses seeking similar expertise. The company is now focused on identifying 

technologies developed under SBIR and NASA Dual Use to bring to the market. 
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capital, grants, loans, retained earnings, other sources of private funding (including crowd funding, friends 

and family funding, etc.), and/or other sources of financing. Furthermore, 27% reported making use of 

more than one of these sources of funding. The most common source of capital obtained by small 

businesses was grants; other private funding, such as friends and family, crowd funding, and private 

equity, was nearly as common (see Exhibit 36).40 Venture capital was the least commonly reported source 

of financing. Overall, the distribution shown in Exhibit 36 did not change significantly between Year 2 

and Year 3. Key trends included a slight increase in the proportion of small businesses reporting the use 

of angel capital (up 3 percentage points) and no use of external financing (up 6 percentage points). 

 
Source: RIC small business survey  

Exhibit 36. Number of instances of financing reported, by type of financing, including retained earnings 

Across clusters, small businesses affiliated with both the Smart Grid and FlexMatters reported the 

highest degree of access to external financing (excluding retained earnings). In these two clusters, 78% 

and 71%, respectively, of small businesses that responded to the survey indicated making use of at least 

one source of external funding. On the other hand, only 26% of small businesses participating in 

TechRich reported making use of one or more sources of external funding.  

 An alternate measure of the frequency with which small businesses across clusters obtained and 

relied upon external financing is the average instances of external funding used (see Exhibit 37). This 

measure reflects the fact that small businesses used more than a single form of external funding in some 

cases, unlike the percentages discussed in the previous paragraph. 

                                                 
40 The total number of responses reported in Exhibits 36 exceeds the total number of firms surveyed because a single firm could 

have used multiple sources of financing. 
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Source: RIC small business survey 

Exhibit 37. Average number of small businesses reporting access to external financing (i.e., excluding 

retained earnings) 

Values reported in Exhibit 37 varied somewhat compared to those reported in Year 2. Overall, the 

average for most clusters decreased slightly, although this drop was most important for the Geospatial 

Cluster and the Energy Storage Cluster. On the other hand, the average for the Advanced Power Cluster 

rose markedly. This variance, while interesting, should not be construed to mean that the clusters were 

less effective at assisting small businesses in this area during Year 3. Instead, the need for and ease of 

access to external funding vary significantly over a businessôs life-cycle stages and are also affected by 

lending trends, ever-shifting areas of focus of angel and venture groups, and so forth. In fact, the 

percentage of small businesses reporting using one or more of sources of financing during Year 3 (59%) 

was only 6 percentage point less than the Year 2 value. The principal difference therefore seems to be the 

number of small businesses that obtained more than one source of financing. 

1.2

0.6

1.4

0.3

1.4

0.9

0.6

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

Advanced
Power Cluster

Geospatial
Cluster

FlexMatters TechRich Smart Grid Energy
Storage
Cluster

San Diego
Defense
Cluster

A
ve

ra
g

e
 I

n
st

a
n

ce
s 

o
f 

E
x
te

rn
a
l 
F

u
n

d
in

g



  

SECTION 4:72 

 

The number of businesses in each cluster reporting access to each type of financing is reported in 

Exhibit 38. The Energy Storage Cluster was home to the largest number of small businesses reporting 

access to grants (12), while the largest number reporting access to loans (8) came from the Advanced 

Power Cluster. Participants in the San Diego Defense Cluster reported the highest use of retained earnings 

(7). Small businesses affiliated with Smart Grid reported the highest numbers of angel and venture 

investments (10 and 4, respectively), which is not surprising, because the Energy Foundry, a key cluster 

service provider and co-administrator along with IIT, invests directly in some of its companies. Use of 

retained earnings was most common in the San Diego Defense Cluster. 

Exhibit 38. Number of small businesses reporting access to financing, by type of financing and cluster 

Cluster None 

Other 

private 

funding 

Grants 
Retained 

earnings 
Loans 

Angel 

capital 

Venture 

capital 

Other 

external 

financing 

Total 

Advanced 

Power Cluster 
9 10 10 3 8 7 2 0 49 

Geospatial 

Cluster 
16 5 3 4 5 1 0 2 36 

FlexMatters 

 
3 6 5 3 3 5 0 1 26 

TechRich 

 
17 2 1 4 6 0 2 2 34 

Smart Grid  

 
2 5 3 2 3 10 4 1 30 

Energy Storage 

Cluster 
12 5 12 6 6 2 3 2 48 

San Diego 

Defense Cluster 
10 3 3 7 2 2 0 3 30 

All clusters 69 36 37 29 33 27 11 11 253 

Success Story #2 

 

This small business has developed a revolutionary electric motor technology that permits the 

conversion of standard internal combustion vehicles into hybrid electric vehicles using electric 

motors built without rare earth metals. Despite its advanced technology, the company lacked a 

structured market approach and the capital to thrive in a highly competitive automotive market. In 

2012, the cluster in which the business participates conducted a market analysis that identified a 

new, less-competitive market to which the small business could introduce its product. The cluster 

also mentored the company in preparation for several local and national competitions through which 

the company raised $250,000 in seed capital. Furthermore, the companyôs consistent performance in 

competitions led to increased product exposure and additional networking opportunities. The 

business won a $3-million Advanced Research Projects Agency-Energy (ARAP-E) award in 

collaboration with an out-of-state university and received cluster support for several SBIR/STTR 

applications. Most recently, it was acquired by a Silicon Valleyïbased Software Motor Corporation 

for an undisclosed amount. 
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Source: RIC small business survey 

 

The small business survey also asked small businesses to rate the influence that cluster 

participation had on their access to financing during the third year of SBAôs Initiative. Of the 184 small 

businesses reporting, 39% indicated that their participation in the clusters was at least slightly influential 

in their access to capital (see Exhibit 39), a value 8 percentage points lower than in Year 2, in large part 

due to fewer firms reporting that cluster participation was very or extremely influential this year. 

However, this percentage increased to 51% for those firms that reported obtaining one or several forms of 

external funding. There was significant variation across clusters with regard to the level of influence 

cluster participation had on access to capital. For example, 64% of FlexMatters small businesses reported 

that participation was at least slightly influential, whereas this value decreased to less than 20% for 

TechRich. 

 
Source: RIC small business survey 

Exhibit 39. Reported influence of small business cluster participation on access to financing 

Certain types of funding can be obtained by a group of organizations. For example, certain Small 

Business Innovation Research/Small Business Technology Transfer Research (SBIR/STTR) solicitations 

are difficult to win by small businesses alone and often require multiple organizations to bring their 

respective areas of expertise to a project. Large organizations were asked whether they collaborated with 

one or several small businesses on such a joint funding application during the third year of SBAôs 

Initiative. This was not a common occurrence; only 8 of 63 large organizations reported such 

collaborations.  
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4.2.3. Small Business Contract and Subcontract Awards 

Contract awards represent an important source of business activity for cluster small businesses. 

The small business survey asked participating businesses several questions about business transactions 

with other cluster participants, both large and small, including the sale or purchase of goods or services, 

receipt of contracts or subcontracts, external financing (angel, venture, and other private equity), and 

grants and loans. Of the 165 small businesses reporting, 19% indicated buying goods and services from 

one or more cluster participants: 7% indicated having a buyer relationship with one cluster participant, 

whereas 12% indicated having a buyer relationship with two or more cluster participants (see Exhibit 40). 

On average, each small business had 0.53 buyer relationships within its cluster, a slightly lower figure 

than the 0.61 average reported for Year 2. FlexMatters and the Energy Storage Cluster were the two 

clusters in which the greatest percentage of small businesses reported one or more buyer relationships 

(42% and 32%, respectively). 

Success Story #3 

 

One small business specializing in the design of mixed-signal and radio-frequency parts and sensors 

for defense and space applications, has demonstrated a remarkable ability to win SBIR/STTR 

awards, often with the help of its cluster or cluster partners. The company applied for and received 

more than five Phase I SBIR awards, five Phase II SBIR awards, and an STTR award for Phases I 

and II during Years 2 and 3 of the Initiative. These awards came from a wide range of agencies, 

including the Missile Defense Agency, the U.S. Special Operations Command, the Defense 

Advanced Research Projects Agency, and the U.S. Air Force. The business received assistance from 

one of the clusterôs service providers for several of these awards, including for commercialization 

and transition planning and proposal review. This service providerôs assistance also played an 

important role in the companyôs signing of a CRADA with the Defense Microelectronics Activity 

(DMEA). Toward the end of Year 3, the business was receiving assistance from the cluster with 

gaining admission to the large business mentoring program and with its pursuit of a Broad Agency 

Announcement. 
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Source: RIC small business survey 

Exhibit 40. Number of small businesses reporting buyer relationships within their clusters 

Small businesses were further asked about any seller relationships they may have had within their 

clusters. On average, reporting small businesses indicated having 0.5 seller relationships with other 

cluster small businesses and having 0.44 seller relationships with cluster large organizations. Among 

reporting small businesses, 18% had one or more seller relationships with other small businesses in their 

clusters (see Exhibit 41), a markedly lower value than the 34% reported in Year 2. More than 25% of 

small businesses in the Geospatial Cluster and the Energy Storage Cluster had one or more seller 

relationships with cluster small businesses, while this value was 0% for Smart Grid. 

None, 133

1 buyer 
relationship, 12

2 buyer 
relationships, 8

3 or more buyer 
relationships, 12
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Source: RIC small business survey 

Exhibit 41. Number of small businesses reporting seller relationships with cluster small businesses 

 About 16% of reporting small businesses indicated having one or more seller relationships with 

large organizations participating in their clusters (see Exhibit 42), approximately half the percentage 

reporting such a relationship in Year 2. The prevalence of these relationships varied across clusters, with 

23% and 24%, respectively, of reporting small businesses in the Advanced Power Cluster and the San 

Diego Defense Cluster having one or more seller relationships with large organizations. Only 6% of 

Smart Gridôs small businesses reported having a seller relationship with one or more cluster large 

organizations. 

None, 136

1 seller 
relationship, 12

2 seller 
relationships, 8

3 or more seller 
relationships, 9
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Source: RIC small business survey 

Exhibit 42. Number of small businesses reporting seller relationships with cluster large organizations 

Overall, the percentage of reporting small businesses indicating involvement in intracluster buyer-

seller relationships ranged from 16% for seller relationships with one or several cluster large 

organizations to 19% for buyer relationships with one or several cluster small businesses. Large 

organizations were also queried regarding their involvement in joint contracts with one or several small 

businesses, but only 11 of 63 reported being part of such an arrangement. 

Small businesses were asked whether their participation in cluster activities had resulted in the 

awarding of contracts or subcontracts from private-sector organizations, civilian government agencies 

(federal, state, or local), or the U.S. Department of Defense (DoD). Between 35% and 38% responded that 

they neither sought nor received assistance with private, government, or defense contracts. About 15% 

responded that they either ñagreedò or ñstrongly agreedò that cluster participation facilitated their receipt 

of such contracts (see Exhibit 43). 

None, 139

1 seller 
relationship, 18

2 seller 
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Source: RIC small business survey 

Exhibit 43. Percentage of small businesses responding regarding relationship between cluster 

participation and receipt of a contract or subcontract award from a defense, government, or private-

sector organization 

All clusters except Smart Grid had at least one small business reporting that cluster participation 

facilitated receipt of a contract or subcontract award. Unsurprisingly, the majority of small businesses 

reporting that cluster participation facilitated a defense contract were in the three defense-focused 

clustersðthe San Diego Defense Cluster, TechRich, and the Advanced Power Cluster. Some also came 

from the Geospatial Cluster, which can be considered ñdefense-focusedò because a significant portion of 

demand for cutting-edge geospatial technology stems from various defense and other government 

agencies, and it was also highly successful in assisting its members with obtaining private-sector contracts 

(see Exhibit 44).  
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http://www.bea.gov/newsreleases/national/gdp/gdp_glance.htm


























































http://www.brookings.edu/blogs/up-front/posts/2013/02/27-regional-innovation-clusters-muro
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