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Abstract:

Companies face a strong competitiveness that characterizes the economic environment; however,
the shape of this competitiveness has been changed due to many factors to shift from pure
competitiveness, where each company works in isolation for its own benefits, to a new sort of
competitiveness under a kind of cooperation between many companies and other economic actors,
sharing local resources, using similar technologies, abecause they need to be near from the
required financial and human resources, as well as the innovation resources, for obtaining the raw
materials in high quality and low prices, meanwhile to find near markets to distribute their outputs.
This can be only if they work in a region that contains all that through clustering and networking.

These linkages and alliances may be between big companies from both private and public sector,
as well as small businesses that have been extended worldwide in an accelerated pace. This new
type of companies “SMEs” with their specific characteristics need, such kind of cooperation to face
the strong competitiveness and to benefit from the external economies, then to maintain a
significant market part. In this context Algerian authorities work to implement effecient strategies
to encourage clusters in the interest of SMEs in many fields.

This paper is divided into three parts; the first one aims to give a theoretical base about the notion
of “clusters”, the advantages of clusters, types of clusters, and the second part is about SMEs and
how can they get benefits from clustering. The last part discusses the Algerian experience in
adopting clusters strategies.
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Introduction:

Companies face a strong competitiveness that desizes the economic environment;

however, the shape of this competitiveness has tieemged due to many factors to shift from
pure competitiveness, where each company worksoiation for its own benefits, to a new

sort of competitiveness under a kind of cooperati@ween many companies and other
economic actors, sharing local resources, usingasitechnologies, and forming linkages and
alliances in a form of clusters.

These linkages and alliances may be between bigpanies from both private and public
sector, as well as small businesses that have déodended worldwide in an accelerated pace.
This new type of companies “SME with their specific characteristics need, suchdkaf
cooperation to face the strong competitiveness tanidenefit from the external economies,
then to maintain a significant market part.

This paper is divided into three parts; the firse@ims to give a theoretical base about the
notion of “clusters”, the advantages of clusteypet of clusters, and the second part is about
SME; and how can they get benefits from clustering. Tast part discusses the Algerian
experience in adopting clusters strategies.

I-  Clusters: Definition, Types, Advantages and Financig
I-1 Definition of Clusters and some issues relatedith them :
I-1-1 Definition of Clusters:

Indeed, the notion of clusters is not a new ond, itel changing as the approaches and
importance of clusters are changing. So, therebbkaga a variety of different definitions used
when examining clusterWe can state some differegfinitions as follows:

» The most evident definition of cluster is that afrfér “A cluster is a geographically
proximate group of interconnected companies andcésted institutions in a specific
field based on commonalities and complementary”

» Wikipedia (2011) defines business cluster as a m@ggbgc concentration of
interconnected businesses, suppliers, and assbamstgutions in a particular field, for
increasing the productivity with which companiesn caompete, nationally and

globally.

We find also the definition of BGI (Business Growhtitiatives) which sees cluster as a group
of geographically linked firms generating exteraabnomies. Cluster includes firms in one or
more core value chain, along with, the firms prawgdservices to them. They also include

! SME; Small and Medium Enterprises.

2 Marta Valgyine NadabanClusters: Definition, Tipology and characteristics of some_clusters in_the
ESZAK-ALFOLD Region Case Study,4"™ Aspects and Visions of Applied Economics and Infatics, March
26-27 2009, Debrecen, Hungary, P: 774.

% Wikipedia 2011Definition On Business Cluster http://en.wikipedia.org/wiki/business_cluster.
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organizations such as trade associations, unilegsind vocational schools, financial
institutions and local and national government aig=h

To sum up the above definitions, we can say thatets are characterized by:

O A group of linked firms and associated institutipns
[0 They are linked geographically ;
0 There is a complementary cooperation between #raasits of clusters ;
[0 There is a particular and specific field in thestér.
In this context, Porter identified in hBiamond Model, that clusters advance through four
dimension as shown in the below diagram):
v' Strong and sophisticated local demand;
v" A local base of related and supporting industrigsten the local economy to support
the export industry;
v' Favorable factor (resource) conditions;

v' Competitive climate driving firm productivity.

! BGI, Business Growth Initiative, org 2011, Clusters And Competitiveness.
http://lwww.businessgrouwthinitiative.org/key PraetiAreas/competitiveness/Pages/clusters.aspx.

2 Dongles WoodwardPorter's Cluster Strategy Versus Industrial Targeting, ICIT workshop, Orlando-
Florida, December 3, 2004, P: 9.
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Figure 1: The Diamond Framework
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Source http://en.wikipedia.org/wiki/Diamond_model

I-1-2 Issues related with clusters:

There are many general issues concerning the gaogr@nd scale of clusters that policy-
makers should take into consideration when assgdsiwv cluster policies need a special
tailoring to address issues facing their regiogahemies, these inclutie

0 Geography. A cluster approach should consider such factsrsgaographic
size and proximity to other important regional enmies;

O Jurisdiction: Jurisdictional issues affect assessments of nagjeconomies as
many regional economies are composed of multiplesdictions which

possess their own sub-regional economies and ppdiliicy regimes;

! Ross Brown,Cluster Dynamics in Theory and Practice with Appli@tion to Scotland Regional and
Industrial policy Research paper, P: 38, March 20BQ0ropean Policies Research center, University of
Strathclyde, PP: 4-5.
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0 Population: Population size can be significant as it can rieitee the size of
local labor forces and local consumer markets.

0 Sector size: it is important-to measure or selkrdters.

I-2 Types of clusters:

Before speaking about the different types of chsstee should mention the different ways by
which a cluster is formed:

% The most famous way is that, companies accessaiooa force with specialized skills,
a desirable location, plentiful natural resour@supportive business infrastructure, or
cluster themselves and grow in a regio@n through face to face communication of
business leaders to develop a cluster and creatbtioms that can aid in this process.

 Industry clusters differ from one another basedsize, characteristics of the core or
dominant sector, purchase sale linkages among ,firamsl extent of inter-firm
cooperation and collaboration. In this context, th&titute for information industry
suggested in 2007 that industry cluster.

% Should be classified according to their charadiessthe purpose for which they were
established, and the factors during their gréwithe table below shows the different
types of industrial cluster, the characteristicseatch one, their purposes, and the

factors driving cluster growth:

Table 1: Industry Cluster Classification

Industry cluster type | Characteristics Purpose Factos driving cluster
Growth

Achieving
economies of scale
and scope throug
the integration of
multiple industries

Compound Industry | Mature, hi-tech
Cluster single-region cluster

Intra — industry linkage
Cross — industry integratior

=y

Mature “soft| Growing the markef Leveraging the advantages
technology”, single +through local brand of being local Brand — based
region cluster development marketing

Service - type
Innovation Cluster

Newly established, Using standardizedCost advantage shared

Hi — tech hi-tech,  single production processinfrastructure

! Robert BreaultThe Evolution Of Structured Clusters, Photonics tech briefs, May 2000.

% Institute for Information IndustryRecommendations Regarding Policy and Guidance Toolfor the
Promotion of Industry Clusters in Taiwan, 2007.
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Niche Cluster region cluster to reduce costs
Innovative ‘I‘\lewly establlshe"d, Using the exchangg” Information exchange
soft  technology”, . ; . .
Local Clust single region of information to| - learning mechanisms
ocal Cluster - i i i
cluster stimulate innovation| _ stimulus for innovation
Mature Mature, hi-tech| Building a globall - 9lobal branding
Network Cluster cross-regional clustef brand - growing the market
Value Mature, soft tech| Building a globall - 9lobal branding
Network Cluster cross-regional clustef brand - growing the market
_ Careful strategi )
Emerging Emerging,  hi-tech, positioning, ~ crosst Teéchnology niche
Hi-tech Cluster cross-regional clustef regional value chain
integration
: Value-based
i Emerging, sof e - ; :
Innovative technglogy croad POSitioning,  crosst Unique innovation
Network Cluster regional cluster regional value chain
integration

Source: Institute for Information Industr\/Recommendations Regarding Policy and
Guidance Tools for the Promotion of Industry Clustes in Taiwan, 2007.

Other factors such as: the level of the clusterettgpment life-cycle, the extent of critical
mass in the amount of companies, the intensityhefihterconnections between the cluster
members and other actor in the local area, the genee of synergies in the cluster, may
classify clusters into different types than whaswiied above, as follows

Living Clusters: where companies possess the necessary level af koowledge,
specialized labor force and external economiey, la@e a high research-development
and innovation potential and readiness.

Emerging Clusters they are characterized by: the lack of knowletlgenost of the
local companies, and trust the lack of interacbetween companies and other actors.
Potential Clusters possess the basic elements and Factors to-caeateccessful
cluster.

Clusters Governed by Polities where the central or regional government picksaup
sector or industrial area to contribute to the teluslevelopment process used the
existing critical mass or existing knowledge asd&s that.

Dream Cluster: in which the necessary critical mass and all oimportant elements

are missing which are crucial preconditions todhganic development of a cluster.

! Marta Valgyine Nadabam, Opcit, P : 777.
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I-3 Advantages of Clusters:

It is evident that companies that are grouped withcluster can benefit from many services
and opportunities than those which work in isolatisince their needs can be provided faster
and in low costs.

In the following points we identify the differenth@aantages of clusters that companies may
get:

O Firms located within geographic clusters or geolgi@pegions can gain superior
access to knowledge which enables them to estabtistipetitive advantade
potential benefits.

O Increased competitiveness and innovativeness emioge externalities of
agglomeration and focalization economies whichro$iector related firms easy
access to collective resources and provide a siingl mix of competition and
collaboration, also from clusters favor systemicnaiyics of learning and
knowledge creation based on socially embeddedcatrind horizontal linkages
of co-locating firms and their interaction with edtion R & D and other

organizations nearfy
Furthermor&

O Clustering strengthens localization economies tebefrom a great availability
of specialized input suppliers and business sesyieelarger pool of trained,
specialized workers, public infrastructure...

O Clustering facilitates industrial reorganizationda@nhances the flow of goods
through the production system.

O Clustering encourages networking among firms thenhaaces their
competitiveness and profitability through interfirmcooperation and
collaboration.

O Clustering permits greater focusing of public reses.

! Gilbert, B-A et al, Clusters, Knowledge Spillovers and New Venture Pesfmance: An Empirical
Examination, Journal of Business Venturing, 2007.

2 Martina Fromhold : Eisebith, Gunter Eisebittiow To_Institutionalize Innovative Clusters ? Compaing
Explicit top-down and Implicit bottom-up approaches, Research policy 34 (2005). Elsevier, P: 1252,

% David.L. Barkely, Mark S HenryAdvantages and disadvantages of targeting industrglusters Redrl
Research Report 09-2001-01, Regional Economic Dewetnt Research Laboratory, Clemson Universityttsou
Carolina, PP: 5-6.
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Another positive impact of clustering is the creatiof competitive advantage, as Porter
clarified that can be in three ways

0 By increasing the productivity of companies basethe cluster;

0 By driving the direction and pace of innovation whiunderpins future
productivity growth, and;

0 By stimulating the formation of new business whisfpands and strengthens

the clusters, forming a virtuous circle or positieedback?

For benefiting from these advantages, it is necgssadevelop other internal and external
networks where:

» Internal networks: are defined as business co-tipagor links among enterprises
inside the cluster like: marketing, productionjrinag for workers ...

» External networks: are business and other formrelafion between enterprises inside
the cluster and actors outside the cluster likppBers of inputs, providers of services

.. etc.

The figure below illustrates the different typesetworks within a cluster.

! Adrian : T.H. kuahCluster Theory and Practice : Advantages For The Sail Business Locating In A
Vibrant Cluster, journal of research in Marketing and entreprendprsiol 4, Issue 3, 2002, PP: 209-210.
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Figure 2: Networks and Cluster
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To understand well the difference between netwakd clusters, we should know the
characteristics of both, as shown in the belowetabl

Table02: Clusters versus Networks characteristics

Networks Clusters

Networks allow firms access to specialiZe@lusters attract needs specialized services|to a

services at lower costs region

They are based on contractual agreement They'redbas social values that foster
trust and encourage reciprocity

They have restricted membership They have open reeship

They make it easier for firms to mak&hey generate demand for other firms with a

complex products variety of similar and related capacities

They are based on cooperation They take both catiperand competition

They have common business goals They have coléecisions

SourcePatrice Braun, Pan. McRac-Williams, Julian Lowgmall Business Clustering:
Accessing Knowledge through Local NetworksCRIC Cluster conference, Beyond Cluster-
Current Practices and Future Strategies. Ballawete 30-July 1, 2005. P:5

I-4 Clusters financing types

Cluster is like any bussiness that requires managetasics, however ; the complexity of
clusters, the variety of their types, and the défe parts that are included in the clusters, all
these features and others make clusters in nead effecient management and more interest

http://proceedings.iises.net/index.php?action=proceedingsindexConference&id=1 764



13 April 2014, 9th International Academic Conference, Istanbul ISBN 978-80-87927-00-7, IISES

concerning how to finance these clusters, sincenth@ obstacle to initiate a cluster is its
financing.

There are three different types of financing @usgas follows:

*Open-ended public funding:

Initially, most of the relatively limited funding W come from a dedicated cluster
development fund ;

*Temporary public funding :
*Public/private funding

Local actors will apprach other external sourcefuntling, for instance, national or provincial
R&D funds, national skills funds....

- SMEs and Clusters: Benefits and Experiences.

SMEs are considered as a new pillar to create a stecwnomy due to their specific
characteristics, however; the lack of resources famahcial supports for them; make it
difficult for them to grow under the dominationlafge companies.

This fact encourages the agglomeration of SMEh other sectors to benefit from each other,
and work within clusters for improving their effécicy and productivity and to be flexible as
regards market, product, technology, managemenbayahization, as well as to address their
current problems related to their size, producfpoocess, marketing procurement of inputs,
risks associated with demand fluctuations, andketamformation, and improve their
competitive position.

In this section, we’ll discuss the different defions of SME and their characteristics, then
the necessity of clustering them and the potera@lantages that can be brought from
clustering.

I1-1 SMEs: Definition and Characteristics
I1-1 -1 Definition

Indeed, there is no agreement about one commonititafi of SMEs, it differentiates from
country to another and from entity to another base@conomic and social abilities of these
countries and entities. So that we can find maitgrea to classify this kind of enterprises.

For these reasons, we'll state the different desims of SMEs based on some criterion, and
before doing so we should mention that the termalsand medium sized enterprise" consists
of two components: the first component " small amedium- sized" relates to the size of an
entity while the second component " enterprisedtes to the economic nature of that entity.
An enterprise , as defined by the European ComariésiEC) in Article 1 of its

! Cluster Management Guide- Guideliness for The Devepment and Management of Cluster Initiatives
CLOE Workpaper. P :18.
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recommendation "definition of micro, small and madisized enterprises”, may be
understood as " any entity engaged in economiwiggtirrespective of its legal form, as far as
the size component is concerned, there is no simgieersal accepted definition of what
constitutes the right numerically measurable sizz 8ME".

A- Quantitative Criteria:
A-1- Employees' number criterion:

In fact, this is considered as the most usefukdh in defining SMEs. According to this
criterion SME is one of the following:

* In the European Union, and according to the ComomnsRecommendation of May 6,
2003, an enterprise is regarded as small or mediuinhas not more than 250
employee$

* Multilateral Investment Guarantee Agency ( MIGA) darnternational Finance
Corporation ( IFC) define small enterprises as¢hakich have 50 employees.

A-2- Sales criterion:

Sales criterion is considered as one of the newirapdrtant criterion to assess the enterprises'
performance as well as to classify them accordmgheir size. It is also used to measure
project's activity level and its competitivenesscérding to the European Commission, SMEs
are those enterprises that have annual sales cetdixg $ 67 million.

Small enterprises are defined as those enterpghs¢diave annual sales or total assets that do
not exceed $ 13 million, meanwhile, Micro enterpsisare defined as those that have annual
sales or total assets that do not exceed $ 3oniillBut economists see that this criterion can
not reflect the enterprise's real performance b®xathen prices increase sales also increase,
so that economists often resort to adjust thatuiiinoan index to clarify the real growth of
sales, furthermore, sales are subjected a lotsosel fluctuatiorfs

A-3- Capital criterion:

This one is regarded as the most common critewodetermine enterprise size, because it
represents enterprise's productivity capacityefets from one country to another and from

! Rajnish Tiwari, Stephan Buse, Corneluis Hestafiechnology and Innovation : working paper n 50:
Barriers to Innovation in_ SMEs: Can the Internationalization of R D Mitigate Their Effect?. Paper
published in the " Proceeding of the first Europ€amference on knowledge for Growth Role and Dyrmagnof
Corporate R D( Concord 2007). October 8-9 , 2004l8e Spain.

2 SBS Expert Meeting" Towards better structural business and SME _staistics'. OCED, Statistics
Directorate: 3-4 November 2005. Agenda Item 6: Bess registers and SMEs, A quantative definitioSME.

% Rana Dadadneh, Farah Tuk&@uoklet of standerdized Small and Medium Enterpries definition, United
States Agency for International Development 22 Aa1d@007. P:5.

* Berish Saaid, Belgarssa Abdela@MEs financing problemtic in Algeria, Internationl conference: SMEs
rehabilitation need in Arab countries, UniversifyShlef: 17-18 APRIL 2006. P: 320.
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sector to another. Some Asian countries ( suchnasa, Philippines, Pakistan and South
Korea) define SMEs as those enterprises that hapitat between $ 35 and $ 200 thousand.
However, in some developed countries, SMEs shoane ot less than $ 700 thoushnd

We should mention that most countries and inteonati entities, in defining SMEs depend
on two criteria ( capital and employees number).

B- Qualitative Criteria:
B-1- Juridical criterion:

According to this criterion, SME's include self-doyed persons and family
businesses engaged in craft or other activity.

B-2- Managerial criterion:

Small or Medium sized enterprises are those whieee manager decides the short term
strategic decisions and prepare the long-term ess which he presents to the board of
owners. If the board of owners consists of privatestors they decide in their interest, which
usually is the maximization of their profit and ghine profit of the enterpriS&eAn enterprise
can be considered as SME if it has at least twoacheristics from the followinty

v' Combination between ownership and management;
Depending on auto financing;

Small productivity capacity;

Limited production field;

SN XX

Limited owners.

11-1-2 -SMEs Characteristics:

Small and medium sized entreprises ( SME) exhil@hyncharacteristics which dinstinguish
them from larger companies. We can summerize ttleseacteristics as the foIIowi?‘lg

a. SMEs are characterised by the flexibility and thelity to adapt with the
changing working conditions, and they are charasdralso by the informel
feature in dealing with customers or employees;

b. SMEs are considered as a center of self trainingfamation for both owners
and employees which help them to have more infdonatnd knowledge;

L bid, P: 320.

> OECD, OECD; SME statisticsTowards a More Systematic Statistical Measuremenbf
SME Behaviour. Backround report for the 2 nd OECD Conference aofisters Responsible
for Small and Medium Enterprises (SMES).

% Lothar. Seybold, Andreas Paczynski, Ralf Stetddechatronics in Small and Medium sized Enterpriss
(pdf), available at the addredsttp://www.issi.uz.zgora.pl/2009.pdf

* Ploesteanu. Mara Gabriela, Filip Alif@pmpetitiveness of Small and Medium Enterprises- Ke Factors for
a Successful EconomyAvailable at the addredisttp://steecnomics.uaradea.ro
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c. SMEs have a high turnover of stocks which intenidedales, and that leads to

raise the degree of their exploitation period;

d. Another characteristic of a SME concerns orgarozati differences in terms of
structures, processes and responsibility. SMEs masagement structures
which differ from those of large companies by haviess bureaucracy and
flatter management structures;

e. Decision-making is less formalization and oftentgesith a small group of
people, particularly in family-owned, decision-madi processes are
significantly influenced by the owner-manager andntmgent on his
personality.

11-2 Benefits of clusters for SME:

Cluster development methodology seeks to harness dbmpetitive benefits from
collaborative or joint action among business andESMoperating in the same business or
sector. It seeks also to increase competitivertessigh the application of new technologies,
pooling of information and resources...etc. Moreowelyvantages that can be taken through
clustering SMEare as follows

0 They may take advantage of external economies as:
- Presence of suppliers of raw materials, companenachinery and parts;

- Presence of workers with sector-specific skidlad the presence of workshops that

make or service the machinery and production tools;

O It becomes easier to buy the production, andltdresm to distant market;
The services and facilities would be very costly floee providers if given to
individual enterprises in dispersed locations ;
Getting collective efficiency;
Close proximity facilitates the establishment oteeprises in the locality of
industrial links without substantial transactionsts or difficulties;

O Clusters offer a useful and cost-effective entrynpdor agencies seeking to

encourage responsible business practise by lampbens of SMESs ;

! Bhaskaran, S.(2006)ncremental Innovation and Business Performance- Sail and Medium-size Food
Enterprises in a Concentrated Industry Environment Journal of Small Business Management,44(1),64-80.

2 Tulus tambuman,Development of Small, and Medium Scale _Industry Gisters In_Indonesia
www.gdnet.org/CMS/submissions/1150011520 GDipetf3.
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O Working collaboratively within a cluster, businessge able to take advantage
of market opportunities that they could not achiel@ne by addressing issues
such as local capacity and infrastructure, regutatand national reputation ;

O Cluster approaches can reduce the pain barrierosf and risk, and adapt
international tools and standards for local corgertking it more attractive for
individual business to take on responsible busin@s&tises and increasing
uptake;

O Responsibility pressures provide an external chgéewnhich catalyses collective
action, dialogue, trust and capacity building witkblusters, and with other linked

organisations and sectdrs
Other advantages liké:

O Absorb new ideas of production, management, mangetietc.
O Integrate production processes and find good tcimggpartners;

0 Ensure the collection of money.

The figure below shows the mechanism of clustersuifh which SME’s are working in a
system of a socio-economic cooperation, where tiege connection between the different
firms which have the same inputs ( raw materiajgpsars, and machinery suppliers..etc) and
they are near from the same supporters like: fihniostitutions, service institutions,
commercial service providers..etc, then they thlkeeoffered solution forward.

! SME_Clusters_and responsible _competitiveness in_Delping countries AccountAbility with UNID,
Junuary 2006.

2 Tetssushi sonobeThe Advantage of Industrial Cluster for the SME Development Foundation for
Advanced studies an international development.
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The table below summarizes the advantages whichlbeayought through clustering SMEs

as follows:
Table3: SMEs Clusters’ Advantage explanation

Advantage Explanation

1 access knowledge and information resourd®s a result of geographical proximity,

and creation of knowledge communication between

cluster members is strengthened and |the
exchange of knowledge and

quick dissemination of new knowledge |is
intensified.
2 enhance competences and create Encouraging learning and innovation

competitive advantages consequently leads to the

development of sustainable competitive
advantages.

3 create synergies As the sum of the components is of greater
value than each individual

company or institution, clusters create
synergies.

4 lower production cost Cluster members are able to reduce costs| and
to improve the level of

service to their customers, even though
transportation and

communication costs decline.

5 enhancing organizational performance andrhe differentiation that evolves within firms

innovation in the cluster is likely to

increase variety, which has been shown to
enhance profitability,

learning, and innovation.
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6 regional and national economic Cluster approach upgrades capabilities
development leading to the development of
sustainable competitive advantages and tg the
stimulation of regional
economic development.
7 A pool of suppliers of raw material, With clustering, firms achieve the economjes
equipment and specialized services of scale in the purchase
of inputs, such as equipment, raw materials,
finance, consulting
services and etc.
8 A pool of specialized labor Agglomeration of enterprises engaged | in
similar or related activities
brings advantages such as a pool | of
specialized workers and easy
access to suppliers of specialized inputs and
services.
9 low-transaction costs Inter-organizational trust is likely to enhance
collective learning when
it encourages the sharing and disclosure of
organizational information
and knowledge, and reduces transaction costs.
10 formation of local supporting institutions| The existence of a cluster also stimulates
formation of local
supporting institutions oriented towards
satisfying specific needs of
the cluster participants.
11 establish co-operative linkages between| Proximity helps to establish co-operative
companies linkages between companies
through enhancing mutual learning and
knowledge creation.
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12 higher specialization High concentrations of SMEs, both from the
supply and demand sides

as well as cluster support institutions, ¢an
contribute to high levels of

specialization.

Source: Masoomeh Zeinalnezhad, Muriati mukhtar, Shahnorbasahran,The Roll of
Clusters and Networks in development of IndustrialSMESs, 2010 International conference
on business and economic researchs, vol:1, 201QASIA Press, Kuala Lumpur, Malaysia.
P:79.

- SMESs clustering: Algerian experience

In this section, we discuss the efforts of Alger@monomic authorities to adopt the strategy of
clusters.

[1I-1 Algerian SMEs: Facts and Policies

The Algerian legislator defines SMEs as those amegh produce goods and/ or services
whatever their juridical nature.

Thus, SME is characterized by the following

» employees should be between 1 and 250;

* Annual sales should not exceed 2 billion Dinarstaial assets do not exceed 500
million Dinars;

* SMEs should have an autonomy.

The table below shows the different criteria usediefine SEMs according to the Algerian
legislator.

L All this part is inveted from the study which hasen prepared by United Nations Organization fdustrial
Devlopment, for more details see : Pierre Pari8182Diffision de la demarche cluster dans trois pays du
Maghreb ( Algeria, Maroc, Tunisie), Definition d’'une boite & outils methodologique operationnelle
ONUDI, Agence Francaise de Deveolppement, PP :15-16

2 Wanoughi FatihaForms of financing SMEs in_islamic_economiesinternational Training Course about
financing SMEs and devlopings their role in Maghegtonomies, Setif University 25-26 Mai 2003. ( Arbi
vession).

http://proceedings.iises.net/index.php?action=proceedingsindexConference&id=1 773



13 April 2014, 9th International Academic Conference, Istanbul ISBN 978-80-87927-00-7, IISES

Table 04: SMEs types according to the Algerian leglator

Number of | Annual sales Total assets
employees
Micro- entreprise 1-9 More than 20 million More than or equals
dinars to 10 million dinars
Small- entreprise 10-49 More than or aqualdMore than or equals
to 200 million dinars | to 100 million dinars
Medium- entreprise | 20-250 2 billion 100-500 million
dinars

Source: Karon Yamina, Influence des Technologiesiniermation et de la communication
sur la qualité de lux informationnels au sein dédEP PMI Algerienne. Actes 2 eme
séminaire international de la gestion des entregprigniversité de Biskra: 12- 13 Avril 2004.
P:215.

SMEs represent 94% of the total of companies ineAdg that employs almost 56% of the
active population, and contribute in GDP by 48%.

The ministry of Industry , SMEs and Investment Potion deploys a public policy which
aims to:

* Confer to SMEs a role and a place in real econaspgecially as an alternative to
Hydrocarbon;
» Consolidate competitiveness of existent SMEs amuhutate the creation of new
private initiatives, through fifty facilitation céers and nurseries;
» Strengthen the professional association and conguserve and represent the interests
of SMEs;
* Improve the immediate environment of SMEs througprapriate initiative measures,
accompanying devices and supports.
This program provides for the period 2010-2014, 4&0 billion in public investment, the
creation of 200000 SMEs, and a sub-program of 38®ilion for upgraded 20000 SMEs.

In this context, the European Union has contributedhis policy by granting a financial
support ( 100 Euros Million for the period 2002-2Din order to reinforce SMEs to meet the
exigencies of opening of the Algerian Market to tbacurrence.

[1I-2 Clusters Algerian Experience:

The notion of “ Cluster” has been recently introgldidn Algeria, and the reflection of this
subject is a bit advanced. Since 1930ly the concepts of industrial aréd@en activity area
“SMEs” had been developed and implemented. Weitisflgeria 72 industrial area, 400
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activity area in which complementary relationship acooperation between companies are
less developed.

A cluster concept definition as a competitivenesstdr was appeared in 2007 under the
holding of the National foundation of industriatagegy organized by the ministry of industry.
A study about the spatial development and the q@hcDI” ( Integrated are of industrial
development) realized by this ministry has devetopany arguments to establish clusters.

In a practical plan, the ex-ministry of SMEs andGRAFTS had supported from 2008 the
development of LPS( localized productive systentdifferent craft industries.

The German cooperation resumed this demarche Iposiipg some clusters, especially in the
following sectors: naval construction, dates, tam#@iiansportation services and logistic...etc,
through its program of Sustainable Economic Develeipt.

In order to encourage SMEs clustering, many progrhave been initiated both in public and
private sectors. We state in the next paragrapmibet implemented experiences as follows:

v’ Private initiatives:

As mentioned before, cluster approach is less knowAlgeria, However; some forms of
grouping in private sector has been noticed, sach a

* In agro-food sector, it has been listed a spontamé&utiatives of cooperation between
operators of the same production field, with artitu8onal support of Agriculture
Ministry or Agriculture Development Agency;

* Some industrial leaders, especially in sectorsnufk, tomato industry, and cereals,
play an integrator role providing supports and stasice to farmers( formation and
advices about: rearing, preservation, milking.,eat)order to improve the returns and
the high quality of agricultural production;

* In mechanical engineering, some big manufactudeosvsheir interest to support the
development of a tissue of a specialized subcaitigacThese interests should be
reinforced in the context of partnership projedtscdssed actually with international
firms.

v" Public policies:

Ministry of Industry, SMEs and investment promotiespecially through its SMEs direction,

is interested in the cluster demarche in enterm@sapetitiveness promotion. In this context,
action have been initiated particularly in:

« Creation in collaboration with local authoritiesaf “ Enterprise House” in Oran as a
facilitation instrument and incubation for SMEs;
* Ongoing creation of a local productive system imkéige with research sector and

universities;
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Supporting the national program of the upgraded pgrefessional associations for
allowing them to foster and promote the coordima@md cooperation between local
operators;

In CIT domain, the cluster demarche seems morendaged by the National Agency
of Technological Parks Promotion and DevelopmeritivBupports the creation of net
projects and puts to their disposal the meanssdkithnological park for grouping and
animating companies to a strong potential innoveatio

Policy of the Agriculture and Rural Development isiry focus on grouping farmers
and argo-industry operators, research institutiems universities. At the same time,
this ministry has established of interprofessionalincil and committee in some

domains like: milk, dates, olive oil..etc.

Conclusion:

The strong competitiveness that characterizes tdomagnic world imposes a new sort of
relationship between companies that are workinthérsame area, through which they can
work nearby together, benefiting from the same opmities and resources, meanwhile
making linkages and networks.

This new diagram shaping the new relationship betwempanies is called” CLUSTERS” —
it enables them to benefit from the different reses offered by the required sectors in the
industry- it is more important for SMEs to promdaeir competitive position. In this context,
Algerian economic authorities are working to adafficient strategies for encouraging
clusters to allow SMEs to benefit from the requirgouts and innovation fields through:

Supporting SMEs clustering by offering financialpports, technical assistance,
coaching, accompagnement ...etc;

Improving the juridical framework of clusters;

Adopting real strategies of linkage between théediht economic actors to improve
SMEs performance ( enhancing and strengthenings liwkh universities, research

institutions and laboratories in favor of SMEs.)etc
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