
LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XI (2) 

INCENTIVES FOR  DEVELOPMENT OF AGRIBUSINESS 
CLUSTERS 

 
INIIŢIATIVE PRIVIND DEZVOLTAREA CLUSTERELOR ÎN 

AGRICULTURĂ 
 

LAURA GIURCĂ VASILESCU∗ 
 

The interdependence of rural economies with agriculture along with the 
changes in the nature of competition in global markets and the challenges 
of new international financial crisis, determine agriculture firms to move 
away from traditional types of business activity towards the development 
of agribusiness clusters. The formation of business networks and  clusters 
is an important means for overcoming the size constraints of agriculture 
SME’s and succeeding in an ever more competitive market environment 
through taking advantage of clusters efficiency, flow of information, 
economies of scale and innovation potential.  
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INTRODUCTION 
  

The globalization, deregulation of markets along with the ICT 
development have influenced most of the business sectors all over the 
world, encouraging new forms of cooperation among companies as a 
response to the increased competition. In addition, the present day financial 
crisis brought new challenges and influences both small-medium 
enterprise’s (SME’s) and large enterprises. Therefore, collaborative action 
between regionally concentrated firms and between firms and supporting 
local private and public institutions has nowadays become a key factor in 
facing the challenges in both domestic and international markets.  

The agricultural sector is one of the sectors that has been influenced 
by globalization and deregulation of the markets and the ICT revolution, 
resulting in new forms of competition, as well as, new forms of 
collaboration. Within this changing environment agri-business companies, 
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which are mainly SME’s, find themselves often unable to adapt, to be 
flexible and to respond to the challenges, loosing their competing ability, 
due to their size constraints.  

In these circumstances, the formation of business networks and 
industry clusters is a powerful means for overcoming the size constraints of 
SME’s and succeeding in an ever more competitive market environment. 
Through networking, individual SME’s can address the problems related to 
their size and improve their competitive position.  

 
THE CONCEPT AND CHARACTERISTICS OF CLUSTER 

 
A cluster is a group of firms, related economic actors, and 

institutions that are located near one another and that draw productive 
advantage from their mutual proximity and connections. The clusters may 
be connected by functional relationship (e.g., suppliers and purchasers, 
producers and distributors) or by competition for similar markets.  

The concept of a "business cluster" is attributed to Michael Porter 
who defines business clusters as “geographic concentrations of 
interconnected companies, specialized suppliers, service providers, and 
associated institutions in a particular field that are present in a nation or 
region”. One of the most famous examples is the IT cluster in Silicon Valley 
in California.  

The most successful clusters are typically found in multi-county 
regions where participants can easily interact and leverage the same pool of 
labor and training assets. Firms that are part of robust clusters are in a 
stronger position to compete successfully in the global economy and thus, to 
contribute to regional prosperity. Consequently, governments are interested 
in strategies for promoting the emergence and growth of clusters, especially 
in high-wage, high-growth industries. 

Rural areas often can not support legitimate clusters because of their 
lack of industrial density. The scale necessary to be considered a cluster, 
however, depends on size of place and degree of specialization. In less 
populated areas, smaller numbers of similar companies could constitute a 
significant local cluster.  

In fact, the origins of clusters differ taking into consideration that the 
initial stimulus can be: availability of a raw material; soil/climate 



LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XI (2) 

conditions; proximity to a nearby market; a chance event; the establishment 
locally of a government funded R&D facility.  

 In general, clusters demonstrate the following common 
characteristics: 

- Clusters are often connected by common resource needs, 
technologies, or interests as well as by products. The cluster may be formed 
around many types of needs and interest,  they also can be connected by a 
common dominant production process or can be formed around common 
functions, such as logistics and warehousing, transportation, design, R&D, 
or administrative headquarters; 

- Clusters may be interdependent and overlapping. Companies can 
be in more than one cluster, depending on whether the relationships are 
similarities, commonalities, or complementarities. Overlapping 
memberships add to the synergy but also the complexity of clusters. 
  - Spatial boundaries of clusters are variable and porous. Cluster 
geography is influenced by factors such as travel conditions, cultural 
identity, and personal preferences. Whatever their boundaries, virtually all 
clusters include more distant companies that have special relationships with, 
and are treated by, members as insiders; 

- Clusters depend on educated and skilled human resources. In 
today’s global economy, companies depend more than ever before on highly 
educated and/or creative employees who are problem solvers and idea 
generators.  

The participants in a cluster can be divided into four broad 
categories: 

1. Core Businesses: the businesses that are the lead participants in 
the cluster, often earning most of their income from customers who are 
beyond the cluster’s boundary; 

2. Support Businesses: the businesses that are directly and indirectly 
supporting the businesses at the core of the cluster. These may include 
suppliers of specialized machinery, components, raw materials; and service 
firms including finance/venture capital, lawyers, design, marketing and PR; 

3. Soft Support Infrastructure: in a high performance cluster, the 
businesses at the core and the support business do not work in isolation. 
Successful clusters have community wide involvement: local schools, 
universities, professional associations, economic development agencies; 
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4. Hard Support Infrastructure: This is the supporting physical 
infrastructure: roads, ports, waste treatment, communication links, etc. The 
quality of this infrastructure needs to at least match competitive 
destinations, be they local or further field. 

Determining the regional location of the state’s clusters is the 
starting point of any cluster-based strategy. Clusters are more likely to 
develop in regions that offer the needed human, intellectual, financial, and 
social capital and that nourish their growth through supportive public 
policies and programs. In fact, the challenge is to develop effective 
strategies - ones that reflect an understanding of the complexities of cluster 
dynamics in a changing world. 

 
THE DEVELOPMENT OF AGRICULTURE CLUSTERS 

 

The concept of clusters allows fitting different contexts, for different 
forms of best practice. Thus, the agricultural sector in rural areas can be 
seen as one specific idea of a cluster model.  

The agri-food industry may consist of a number of linked entities 
such as: farmers, input suppliers, co-operatives, pack-houses, 
manufacturers, transporters, exporters, importers, wholesalers, retailers, and 
finally consumers. The economic importance of the agricultural sector is 
explained on the basis that it provides to the food industry the primary 
materials while, the social importance is explained by the fact that for many 
regions in rural areas is the main form of economic activity.  

In many European countries, very strong linkages still exist between 
agriculture and regional economies. In addition, an important feature of the 
agricultural sector, particularly in Europe, is the fact that SME’s is the 
predominant institutional type. This size disadvantage is one of the major 
problems that agri-business companies in rural areas face, since there are 
many difficulties in reaching economies of scale and in managing efficiently 
all the activities taking place in their supply chain.  
 Several other factors limit the development of competitive clusters in 
less favored regions such as (Rosenfeld, 2002): 

- physical and technical infrastructure deficits,  
- lack of access to capital and skilled work force,  
- absence of organizational structures and lack of information flow 

channels.  
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- the limited use of the new technology is one of the most 
important problems that entities face in rural areas. The absence of the 
technology infrastructure is a serious handicap in growing clusters; 

- the problem of how to strike a balance between internal needs for 
different organizational and technological systems and external needs for 
connectivity and share-ability of messages, data, applications and processes 
(Vlachopoulou and Manthou, 2002).  

- the lack of the appropriate co-operative business philosophy 
among entities is an important barrier that deteriorates the development of 
agri-business cluster.  

There can be distinguished two different types of agricultural 
development models (Matopoulos et all, 2003):  

- the traditional agricultural model where firms (mainly small sized) 
are mainly focused on the production process and every other agri-business 
activity (processing, manufacturing, trade etc.) is occurring at the regional 
or national level. On the contrary, input suppliers and distributors were 
mainly originated from local markets; 

- the agri-business cluster model that brings new opportunities for 
companies. An agri-business cluster may be a local or regional network 
made up of farmers, input suppliers, co-operatives, pack-houses, 
manufacturers, transporters etc. with the aim of clustering production, 
processing, distribution, logistics. Furthermore, the agri-business cluster 
may also consist of a number of different organizations, such as: local 
authorities, financial institutions, universities, research and development 
institutions, and other associations.  

The agri-business model increases the flexibility and innovation by 
diffusing organization and technological information and knowledge. 
Finally, another important element in the agri-business cluster model is the 
establishment of relationships of local agri-business companies with 
universities, financial institutions and other associations such as research 
and development institutions, service providers etc.  

 
CONCLUSIONS 

 
The interdependence of rural economies with agriculture along with 

the introduction of ICT and changes in the nature of competition in global 
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markets, determine agriculture firms to move away from traditional types of 
business activity towards the development of agribusiness-clusters.  

The implementation of cluster-based strategies is expected to 
enforce agri-business companies, particularly SME’s by eliminating the size 
disadvantage. In addition, the use of new key technologies and e-business 
models creates new opportunities for companies, since cluster-based 
strategies take advantage of clusters efficiency, information, economies of 
scale and innovation potential. The use of ICT applications are expected to 
enforce the structures that already exist and to electronically interface them 
in order to favor cluster-based actions appropriate to these regions.  

Even if the advantages of clustering are significantly more than the 
disadvantages, companies often find themselves unable to actively take part 
in such business formations, either as a result of companies’ inefficiencies, 
or as a result of the lack of the appropriate cluster business philosophy. In 
both cases, there is a need for an institutional framework for education, 
training, technical support, promoted by local, regional or national 
authorities, under an explicit agri-business development focus.  
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