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Abstract 
Business or industry clusters are a location where a group of small medium enterprises (SME) operate their business from. Being part of a business cluster has many advantages. For example, the cooperation between different specialist firm can turn into profitable research and development. Additionally, in a cluster you have the capability to adapt to market changes quickly because you have a group with many different experts. However, the disadvantage of working so closely with other businesses is this your susceptible to staff moving to your competitor and sharing your business’s knowledge. This report uses academic papers, articles and journals to discuss the positive and negative impacts about being in a cluster. 
1 Introduction 
Globalization allows businesses to setup and move their business anywhere in the world. This means that businesses can cluster, this is where multiple business run in a localised area. There are many attractive features to being part of a cluster. One of the reasons why businesses cluster is that it simplifies the supply chain. For example, if your suppliers are located near you it allows for the implementation of a just in time supply chain, this is because there is a shorter distance between you and your suppliers. This also reduces cost because there’s isn’t the need to store goods in a warehouse. Moreover clusters support independent businesses, for example Gucci uses independent family run leathery shops to supply them. This has a dramatic effect on the economy because it encourages small businesses to start.
In formula 1 globalisation means that teams can setup their base wherever they choose so that they can tactically position of themselves to get the best workforce and the best testing facilities. Eight out of the eleven formula 1 teams are based in Oxfordshire, this is because there are a lot of engineers in, this area and they can test on the Silverstone circuit.
As a consequence of globalisation business clustering has developed. This is where businesses are grouped in an area of a country . (Perry,2005) “Breaking down the making of a Formula One car into four components (design, base, chassis and engine), nine out of 14 racing teams had three or four of these located in Motor Sport Valley.” This means that teams can use the specialist engineers in motorsport valley to develop a component for their car.
2 Advantages
An advantage about Clusters is that they provide a good platform for research and development (R&D) this is because there is a good relationship between suppliers and customers. “The innovation process includes suppliers and consumers, as well as companies from other industries, and as a result of inter-firm cooperation on R&D costs are reduce”  Because of the inter firm cooperation it allows smaller businesses to conduct research together which otherwise would be too expensive to perform  by themselves. This helps them to make innovative new products without the need to have lots of Investments.
Detroit is world renowned for its car production and has a cluster of America’s  top car manufacturers. They have moved there because in the 1980s Detroit was home to multiple car factories, it is now home some of the best engineering universities because of this influence and is now home to a large of engineers who research automotive technology. (Hodes,2018)“Detroit is also the center of research and development in the automotive and mobility industries, home to 76 percent of U.S. automotive research and development investment. And approximately 90,000 engineers work in Michigan”
[image: ]Moreover, another benefit to being in a cluster is that it is a strong platform for adapting to changing markets. This is because there are a verity of small specialist firms that work together to create a new product. (Brackley,Henry,2001)“Proximity between the more specialized firms and their input suppliers and product markets enhances the flow of goods through the production system”  furthermore, working closely with other business means that you can share logistical situations expenses for example warehousing and transportation. 
Another example of a cluster is the wine industry in California. Figure 1 shows how all the specialist firms are connected. The “ California agriculture cluster” supplies grapes to the Wineries which has the equipment to produce the wine and the resources to market and sell the wine.  This lets smaller businesses compete against big companies who can have all this in house.[bookmark: _GoBack]Figure 1



An advantageous effect of being in a cluster is that it improves the business economy around you and therefore the economics of your business. (Ketels,2008) “ Clusters, as part of this business environment, can enable companies to leverage business environment quality to reach higher economic performance” This is because the environment you are in has lots of customers and investors which results in more business and more profit.
An example of a well-established and run industry cluster is the Italian leather cluster outside Florence. Together they are the suppliers to Gucci. (Lombardi and Randelli,2012)“The entire sample of Gucci manager who were interviewed, emphasized the relevance of skilled SMEs specialized in the Florentine leather crafts, which are not available in other Italian leather clusters.” Not only does keeping your suppliers local mean that your logistic supply chain can be an agile just in time system. Because this, it helps to support independent family run businesses which mean the local economy is stronger.  
In China the effect of clustering and new enterprises has meant more of the population is employed which improves the economy .“Thus, the clutter in return also makes direct contribution to employment and indirect contribution to development of the less advanced regions of the country.” This way of operating a business can also opens up markets because working in new developing areas of China can determine whether you get new clients because you are the first business there. 
Sometimes major companies set up factories of the near their suppliers creating a lean supply chain. (Kuchiki,2007)”the automobile industry cluster in Guangzhou, China. Honda, Nissan and Toyota are located in Guangzhou and about 400 of their related Japanese suppliers have agglomerated in Guangzhou” However, the disadvantage of using the same supplier as your competitor means this it could lead to a breach in information to your competitor. 
When a cluster is well established and well populated for example Silicon Valley. It allows the people to change jobs freely. (2010)“A mature industrial cluster oﬀers a myriad of job opportunities in an industry, making it possible for an employee to change jobs without changing their residence” This provides the area with economic security because if one of the company implement a redundancy the employees can get jobs without being unemployed for long which means the economy is stronger.
3 Disadvantages 
One of the disadvantages to having a business in a cluster is that your employees can move to your competitor and share the knowledge your company has built up. (Mochari ,2015)“Which is, of course, the reason it often pays to recruit employees from your competitors” However this could work in your favour by hiring your competitors staff and gaining their knowledge which could improve your business.
Another disadvantage of being in is the competitiveness between companies in the cluster to complete for customers. (Porter,1998)“ Clusters promote both competition and cooperation. Rivals compete intensely to win and retain customers. Without vigorous competition, a cluster will fail. ”However, this can be seen as a positive because it keeps businesses inactivating and continually looking at ways to improve services for the customer. On the other hand , when small businesses work together they can have the effect of one big company. (Nousala ,2009) “When cluster members do interact effectively, the result is a powerhouse for concurrent innovation”
4 Conclusion 
Clusters are a vital form of business that influences the economic environment, made all possible by globalisation because it creates the ability to set up a business anywhere on Earth. One of the benefits of clustering is shown in the Californian wine industry, it allows specialist firms to work together to make and sell wine. Industry cluster can vastly influence economies because they can create jobs and bring money to poor areas. In China the automotive cluster in Guangzhou has bought hundreds of jobs which has boosted their economy. Despite this, there are disadvantages to working in such intimate conditions with other businesses, your staff can move to your rival and share your distance business’s knowledge and methods.  
To summarise, moving a business into a cluster will give more beneficial than not. Especially if you are a manufacturer because it will cause your supply chain to become leaner because you can adopt the just in time strategy.  Which therefore reduces your cost by losing the need to transport components to the factory and store them in a warehouse.
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