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Executive summary
The main purpose of this report is to 
assess the relative impacts of industrial 
clusters and anchor firms on economic 
prosperity. Industrial clusters are known 
to provide economic benefits as infra-
structure, labour markets, and knowledge 
spill-overs are optimized by the close 
physical proximity of related firms and in-
dustries. Anchor firms are also understood 
to deliver wider economic advantages 
as they act as hubs in supply chains, are 
more likely to be active in global trade, and 
invest more in research and development. 
This report uses a range of data sources 
in order to identify industrial clusters and 
anchor firms and assess their relative 
impact on economic outcomes. The sec-
tors chosen for this study are food manu-
facturing, auto manufacturing, information 
and communications technologies (ICT) 
manufacturing, and bio-pharma. Second-
ary aims of this report include assessing 
whether specific physical proximity to an 
anchor firm delivers superior outcomes for 
smaller businesses as well as benchmark-
ing Canadian clusters and anchor firms 
against their American counterparts.

The results of the analysis strongly sug-
gest that both anchor firms as well as 
clusters boost economic performance. 
Furthermore, their effects are complemen-
tary when they are found to exist together 
in the same region. Specifically, incomes 
are significantly higher in regions that pos-
sess both a cluster and at least one an-
chor firm. Rates of educational attainment 
in the labour force (of related industries) 
are also higher. This suggests that there 
may be additional knowledge spill-over 
effects within regions with clusters and 
anchor firms. The main caveat attached to 
these results is that there are differences 
between the specific industries included 
in the study. The benefits of clustering 
and the impact of anchor firms are numer-
ous and so it needs to be recognized that 
these benefits will be weighted differently  
by industry. 

An additional finding of this report is that 
specific physical distance between smaller 

firms and anchor firms does not appear 
to have significant impacts on start-up 
rates and failure rates of businesses. 
The results of the analysis may be due to 
the relatively short (10 years) time frame 
rather than anything on a systematic level. 
That being said there are clear benefits 
to clustering in general, but these effects 
appear stronger at the regional level rather 
than by any specific unit of distance. This 
suggests that labour market and knowl-
edge spillover effects, which tend to be 
regional in nature, are more powerful than 
logistical effects, which tend to be asso-
ciated with specific distances and travel 
costs. 

A third important finding of this report is 
that Canadian clusters that contain an-
chor firms compare favourably with their 
American equivalents. At least one Cana-
dian cluster in each of the four industries 
ranks in the top ten in terms of total em-
ployment when US regions are included 
in the analysis. Additionally, incomes in 
Canadian clusters are generally in the 
same range as they are in American ones. 
There are not, however, any world leading 
clusters in Canada as their are in the US, 
such as Silicon Valley (ICT), Boston (bio-
pharma), or Detroit (auto manufacturing). 
The closest Canada comes in this respect 
is the food manufacturing cluster in To-
ronto which ranks second in terms of size 
in North America after Chicago. 
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1.0 Background and objectives
There is consistent evidence that manu-
facturing clusters are drivers of enhanced 
productivity and innovation (Spencer et al, 
2010). There are a number of reasons for 
the benefits of geographic agglomeration. 
Traditional explanations involve lowering 
transportation costs between suppliers 
that are specialized in a particular section 
of larger supply chains. This also means 
that key pieces of physical infrastructure 
such as ports, border crossings, railways, 
and highways are more efficient when 
industrial clusters are present. The poten-
tial downside of clustering, particularly in 
large urban regions, is that diseconomies 
begin to emerge due to higher levels of 
congestion and inflated prices (i.e. land; 
labour). Other sources of advantage from 
locating in close physical proximity involve 
knowledge spill-overs, learning processes, 
and technology transfer that propel the 
process of innovation. Further to this point, 
large specialized local labour markets 
provide increased flexibility as workers 
move between firms within the same 
industries and region. Institutional environ-
ments can also be focused to the benefit 
of local specializations in the economy. 
When added up all of these elements 
can compose what some refer to as an 
‘ecosystem’ or ‘regional innovation system’ 
whereby the whole is greater than the sum 
of the parts (for more background material 
please refer to Appendix A – Annotated 
Bibliography). 

In addition to the presence of industrial 
clusters, the specific composition of local 
firms can be an important factor in overall 
economic performance. Specifically, the 
presence of large global firms within a 
local economy can act as catalysts to 
innovation, trade, and labour force devel-
opment. Statistics Canada data shows 
that suppliers and clients are the two most 
important sources of technology diffusion 
for manufacturers and that responding to 
customer requirements is a major driver of 
innovation (SIBS, 2009). For this reason, 
it should be expected that regional econo-
mies that are anchored by well-established 
global players should perform better 

generally, including in their ability to reach 
global markets. The potential downside of 
local economies being dominated by large 
firms is that they are less adaptable and 
generate lower levels of entrepreneurship. 
This can be particularly problematic when 
large scale layoffs occur in industries that 
involve very specific skills that are not 
easily transferable. 

The purpose of this report is to better 
understand the relative and combined 
impacts of both industrial clusters and 
large anchor firms. The specific objectives 
are:

1. identify industrial clusters and the loca-
tion/number of anchor firms in chosen 
sectors (food manufacturing; auto 
manufacturing; bio-pharma; informa-
tion and communication technologies 
manufacturing);

2. measure the performance (growth; 
incomes; education) of local econo-
mies based on the presence clusters 
and/or anchor firms;

3. assess the impact of physical proximity 
to anchor firms on business formation 
& closure rates, and;

4. provide a comparison with U.S. clus-
ters and anchor firms.

Ultimately, the information compiled and 
analyzed in this report is useful in a policy 
context insofar as it highlights key factors 
in economic growth and prosperity. The 
main question being what is the impact 
of anchor firms on the relative success of 
other firms nearby.
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2.0 Methods
This report analyzes the relative impacts 
of the presence of industrial clusters and 
anchor firms in food manufacturing, auto 
manufacturing, bio-pharma, and ICT 
manufacturing (list chosen by Industry 
Canada) on regional economies. The 
methodology involves four main compo-
nents: 

• The identification of clusters and 
anchor firms

• An assessment of how the presence 
of clusters and anchor firms impact 
growth, incomes, and education

• An analysis of firm births/deaths in 
relation to physical distance from the 
nearest anchor firm

• A comparison between Canadian and 
American clusters and anchor firms

2.1 Identification of clusters

Industrial clusters are identified using the 
methodology developed by Spencer et 
al. 2010. This methodology is a ‘made in 
Canada’ approach to identifying clusters 
which builds upon the work of Porter 
(1998), but takes into account the dif-
ferences between the structure of the 
Canadian economy and its American 
counterpart. The identified clusters are 
primarily based on related detailed in-
dustries (4-digit NAICS) that display high 
levels of co-occurrence, significant scale, 
and scope (related variety). The cluster 
identification methodology is intentionally 
strict and is built on the following rules:

SCALE: the sum of local employment (in 
the specific industries) must be greater 
than 1,000;

SPECIALIZATION: the percent share of 
local employment in the defined industries 
must be greater than the percent share 
of these industries (location quotient > 1); 
and,

SCOPE: the location quotient at least 
half of the component industries must be 
greater than 1.

This report focuses on four industries: 
food manufacturing; auto manufacturing; 
bio-pharma, and; information and com-
munications technology (ICT) manufactur-
ing (please see Appendix B for a list of 
industry codes included in each cluster). 
This list was decided by Industry Canada 
and represents a diverse cross-section 
of manufacturing industries. The most 
recent census data available (2006) is 
used to calculate location quotients and 
identify the presence of clusters in census 
metropolitan areas (CMA) and census 
agglomerations (CA). These geographies 
are groups of municipalities that form 
local labour market areas centred on an 
urban core. CMAs have a population of at 
least 100,000 and CAs have a population 
between 10,000 and 100,000. In the 2006 
Census there were 33 CMAs and 111 CAs 
in Canada. 

2.2 Identification of anchor firms

A comprehensive dataset (approximately 
1.4 million business locations) covering 
the Canadian business universe from Dun 
& Bradstreet is used to identify anchor 
firms from each industry grouping. An 
employment threshold of a minimum of 
500 employees (on site) is applied in order 
to select the anchor firms. This number 
is justified by the fact that it represents 
the very high end of the total business 
universe whereby such firms only in some 
regions but not all. It is also congruent 
with related datasets such as Canadian 
Business Patterns whereby establish-
ments of 500 or more employees is the 
highest grouping. Only firms from the core 
industries of each cluster are included 
in the selection process. For example, 
firms in motor vehicle manufacturing 
(NAICS 3361) and motor vehicle parts 
manufacturing (NAICS 3363) are included 
in the selection of auto manufacturing 
anchors, while firms in related industries 
such as machine shops (NAICS 3327) 
are excluded (please see Appendix B 
for a detailed list of NAICS codes). The 



The economic impact of anchor firms and industrial clusters Page 9

rationale is that the analysis is intended 
to identify the firms at the centre of supply 
chains that potentially have the most 
significant spillover/multiplier effects. Data 
from both 2001 and 2011 are included in 
the selection process. 

2.3 US comparisons

Similar data is presented for clusters and 
anchor firms in the United States. This 
data is used to provide a comparison 
between Canadian and American regions 
based on the presence of clusters and 
anchor firms. The main dataset used to 
identify and measure clusters is County 
Business Patterns (2006) which provides 
establishment counts, employment levels, 
and average incomes. One of the main 
differences is that establishment counts 
rather than employment levels are used 
to calculate location quotients due to data 
suppression issues. A second difference is 
that income data includes full time and part 
time employees whereby the Canadian 
data is for full time employees only. The 
impact of this is that the Canadian income 
values will be skewed higher. Anchor firms 
are identified in the same manner using 
Hoover’s, an online tool provided by Dun 
& Bradstreet. This is data is current (re-
cords are generally less than a year old) 
to February of 2013. The corresponding 
Canadian data is also sourced from Dun & 
Bradstreet but is housed in off-line univer-
sal datasets from 2001, 2006, and 2011.

2.4 Cross-tabulations

The main analytical method used in this 
report is the cross-tabulation of Canadian 
regions (CMA/CA) according to the pres-
ence of an industrial cluster and/or the 
presence of an anchor firm. This allows 
for comparisons to be made between 
regions that have both a cluster and an 
anchor firm, one or the other, or neither. 
Non-urban areas are also included in 
the analysis. Various indicators are ag-
gregated by these groupings of regions in 
order to detect systematic differences in 
outcomes. The main dependent variables 

include employment growth, educational 
attainment of the labour force, average 
employment income, firm births, and firm 
closures. The main data sources used 
to produce the dependent variables are 
the 2006 census of population and Dun & 
Bradstreet (2001 & 2011). 

2.5 Proximity to anchor firms

A further set of analysis is undertaken 
to determine whether firms within close 
physical proximity of anchor firms display 
superior performance in terms of start-ups 
and failure rates. The distance between 
every firm and the nearest anchor firm is 
calculated using geographic information 
system (GIS) software. Firms are then 
aggregated by set distances:

• less than 2.5km
• 2.5km to 5km
• 5km to 10km
• greater than 10km

Furthermore, these groupings of firms are 
cross-tabulated by whether they are within 
a cluster as identified by the methodology 
outlined in section 2.1. Thus there are 
8 categories of geography in total. The 
distribution of firms across these geog-
raphies is calculated for 2001 and 2011. 
The final step of this analysis is computing 
the share of new business formed in each 
geography as well as the share of busi-
ness closures (between 2001 and 2011). 
The distribution of start-ups and closures 
are compared to the overall distribution 
in order to determine if these geographi-
cal categories affect the results. In other 
words, does physical proximity to anchor 
firms impact the probability of firm forma-
tion and/or firm closure.

The results of each of these methodolo-
gies are discussed in the following section 
on a cluster by cluster basis. The final sec-
tion summarizes the results and provides 
an overall interpretation. 
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Figure 1
The geography 
of food 
manufacturing 
clusters and 
anchor firms in 
Canada and the 
US

3.0 Results
3.1 Food manufacturing

The analysis identifies 15 food manufac-
turing clusters in Canada as well as 76 
anchor firms. Of the 15 clusters 12 contain 
at least one anchor firm while 3 do not. 
A majority (45) of the anchor firms are 
located within regions with food manufac-
turing clusters while 31 are not. Toronto, 
Montreal, and Vancouver are the larg-
est (by employment) food manufacturing 
clusters in Canada that contain an anchor 
firm (please see Table 1 and Figure 2). 
Furthermore, these three clusters rank in 
the top 10 when compared against the 
equivalent US clusters. 

The geography of food manufacturing 
clusters and anchor firms in Canada and 
the US displays a fairly diffused pattern of 
production (please see Figure 1). This is 
somewhat to be expected as food pro-
duction generally conforms to classical 
notions of industrial geography whereby 
production is typically located near sites of 

resources (i.e. farms/fisheries) or located 
near sites of consumption (large urban 
regions). Furthermore, transportation and 
logistical hubs have historically tended to 
be focal points of food production. This 
is evident in Canada where the majority 
of clusters are in large urban areas while 
many of the anchor firms are in traditional 
farming (i.e. prairies) and fishing (east 
coast). Similar spatial patterns exist in the 
US with Chicago being the largest cluster 
and the historical transportation hub for 
the great plains. Other significant areas 
include central/norther California, the Pa-
cific Northwest, and Eastern Pennsylvania. 
There are a large number of anchor firms 
that are somewhat isolated suggesting 
that large firms in food manufacturing are 
not sufficient on their own in seeding and 
sustaining local clusters. 
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Figure 2
A comparison of 
Canadian and 
American food 
manufacturing 
clusters that 
contain anchor 
firms

Rank 
(emp)

Region Country Employ-
ment

Location 
Quotient

Average 
Income*

1 Chicago-Naperville-Joliet US  119,100  1.16  $32,500 
2 Toronto CAN  86,765  1.12  $41,499 
3 Boston-Cambridge-Quincy US  57,841  1.35  $44,889 
4 Montréal CAN  55,995  1.04  $33,880 
5 San Francisco-Oakland-Fremont US  54,550  1.23  $37,557 
6 Seattle-Tacoma-Bellevue US  40,863  1.21  $43,068 
7 Vancouver CAN  37,175  1.16  $33,753 
8 Portland-Vancouver-Beaverton US  28,269  1.04  $41,180 
9 Milwaukee-Waukesha-West Allis US  20,075  1.08  $30,125 
10 Fresno US  18,552  1.61  $35,411 
15 Hamilton CAN  11,765  1.16  $37,989 
28 London CAN  7,230  1.05  $34,039 
44 Saint-Hyacinthe CAN  2,805  3.39  $34,100 
45 Moncton CAN  2,640  1.35  $35,363 
48 Guelph CAN  2,505  1.23  $36,533 
54 Belleville CAN  2,165  1.66  $32,477 
55 Leamington CAN  2,050  2.86  $49,752 
58 Granby CAN  1,895  1.85  $40,044 
60 Cornwall CAN  1,180  1.57  $42,402 

Table 1
Canadian food 
manufacturing 
clusters 
containing 
anchor firms and 
top American 
counterparts

* incomes for Canada 
are full year/full time 
averages; incomes for 
the US are overall aver-
ages; currencies are 
unadjusted
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Anchor
No

Anchor Total
Cluster  12  3  15 
No Cluster  19  109  128 
Total  31  112  143 
Non
CMA/CA

 N/A

Anchor
No

Anchor Total
Cluster 45.4% 1.4% 46.9%
No Cluster 15.8% 16.9% 32.7%
Total 61.2% 18.3% 79.6%
Non
CMA/CA

20.4%

Anchor
No

Anchor Total
Cluster 10.0% 32.5% 10.6%
No Cluster 12.2% 8.1% 10.0%
Total 10.5% 9.7% 10.3%
Non
CMA/CA

1.0%

Anchor
No

Anchor Total
Cluster 16.1% 7.2% 15.9%
No Cluster 10.1% 7.8% 8.9%
Total 14.6% 7.8% 13.0%
Non
CMA/CA

3.5%

Anchor
No

Anchor Total
Cluster  $47,825  $39,499  $47,644 
No Cluster  $41,982  $41,853  $41,935 
Total  $46,376  $41,605  $45,722 
Non
CMA/CA

 $39,480 

Table 2
Distribution of 
regions by food 
clusters and 
anchor firms

Table 3
Distribution of 
employment by 
food clusters and 
anchor firms

Table 4
Employment 
growth 2001-2006 
in food industries 
by type of region

Table 5
Percent of labour 
force in food 
industries with a 
bachelor’s degree 
or higher by type 
of region

Table 6
Average full time/
full year incomes 
in food industries 
by type of region

Of the 15 food manufacturing clusters 
identified, 12 of them contain at least 
one anchor firm while the other 3 do not 
(please see Table 2). Additionally, there 
are 19 regions with an anchor firm that do 
not meet the criteria necessary to be con-
sidered a cluster, while a large majority of 
regions (112) are not clusters and do not 
contain an anchor firm. 

Nearly half (45.4%) of employment in food 
manufacturing industries are in the 12 
regions that are clusters and have anchor 
firms (please see Table 3). Three small 
clusters that do not have anchor firms ac-
count for 1.4% of employment, while the 
19 regions with an anchor firm but no clus-
ter account for 15.8%. A relatively large 
amount (20.4%) of employment in food 
manufacturing is located outside of major 
urban regions. 

For the most part employment growth 
rates in food manufacturing industries are 
consistent across all geographies with the 
overall growth rate of 10.3% (please see 
Table 4). The main exception are the three 
small clusters lacking an anchor firm which 
grew in aggregate at a rate of 32.5%. The 
regions without a cluster or an anchor firm 
grew at the slowest pace (8.1%).

There is a clear increase in the educa-
tion level of the food industry workforce 
in regions with clusters and anchor firms 
(please see Table 5). Additionally, each 
component has an impact as clusters 
overall have higher levels of workers with 
university degrees (15.9%) than non-
clusters (8.9%) and regions with anchor 
firms (14.6%) have higher rates than ones 
without (7.8%).

Both clusters and anchor firms appear to 
have positive impacts on average full time 
annual incomes in food industries (please 
see Table 6). Both factors make a roughly 
$5,000-$6,000 difference in annual in-
comes.
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Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 8.0% 9.6% 13.4% 15.8% 46.8%
No Cluster 1.9% 2.5% 4.3% 28.3% 36.9%
Non CMA/CA 0.1% 0.1% 0.2% 15.9% 16.3%
Total 10.0% 12.2% 17.8% 59.9% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 8.1% 9.5% 14.1% 16.3% 48.1%
No Cluster 1.8% 2.6% 4.3% 27.4% 36.1%
Non CMA/CA 0.2% 0.1% 0.2% 15.4% 15.8%
Total 10.2% 12.1% 18.7% 59.1% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 9.3% 10.1% 14.1% 16.1% 49.6%
No Cluster 1.6% 2.5% 4.3% 27.1% 35.5%
Non CMA/CA 0.2% 0.2% 0.3% 14.3% 14.9%
Total 11.1% 12.7% 18.6% 57.6% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 8.6% 9.9% 13.4% 15.7% 47.5%
No Cluster 1.7% 2.5% 4.3% 28.1% 36.6%
Non CMA/CA 0.1% 0.2% 0.2% 15.4% 15.9%
Total 10.5% 12.5% 17.9% 59.2% 100.0%

Table 7
Geographical distribution of firms in food industries, 2001

Table 8
Geographical distribution of firms in food industries, 2011

Table 9
Geographical distribution of new firm formation in food 
industries, 2001-2011

Table 10
Geographical distribution of firm closures in food industries, 
2001-2011

Nearly half of all establishments in food 
manufacturing industries are located in 
clusters (please see Table 7 and Table 8). 
There was a small increase in this figure 
from 2001 (46.8%) to 2011 (47.5%) sug-
gesting an on-going process of agglom-
eration. This compares to 40.9% of firms 
that are located within 10km of the nearest 
anchor firm in 2011 which is up marginally 
from 2001. This process of agglomeration 
is reflected in the firm start-up and closure 
rates (please see Table 9 and Table 10) 
which show higher start-up rates (rela-
tive to the general distribution) occurring 
in clusters and within close proximity of 
anchor firms. While there is a clear picture 
of agglomeration in food manufacturing, 
the rates of change over a ten year period 
are relatively slow. This suggests that that 
agglomeration is a powerful force, it is a 
process that happens over a long period of 
time. 
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Figure 3
The geography 
of auto 
manufacturing 
clusters and 
anchor firms in 
Canada and the 
US

3.2 Auto manufacturing

The analysis identifies 23 auto manufac-
turing clusters in Canada and 90 anchor 
firms. Of the 23 clusters 11 contain at least 
one anchor firm while 12 do not. Roughly 
two thirds (65) of the anchor firms are lo-
cated within regions with auto manufactur-
ing clusters while 25 are not. Toronto, and 
Windsor are the largest (by employment) 
auto manufacturing clusters in Canada 
(please see Table 11 and Figure 4). Both 
of these clusters rank in the top 10 (To-
ronto = 4; Windsor = 9) when compared 
against US clusters. 

The geography of auto manufacturing 
clusters and anchor firms in Canada and 
the US is clearly centred around the US 
Mid-West and Detroit in Particular (please 
see Figure 3). This is pattern with a fairly 
long history going back to the very begin-
ning of the industry itself. Despite more 
recent and highly publicized shifts to more 
southern ‘right-to-work’ states the tradition-
al geography remains well entrenched. As 
auto manufacturing involves assembling 

a large number of components, the inte-
gration of supply chains is a vital aspect 
of competitiveness within the industry. 
A large party of this involves just-in-time 
delivery systems whereby inventories are 
kept to a minimum for maximum efficiency. 
Thus, shorter distances between parts 
suppliers and assemblers is an important 
consideration in firm location decisions. In 
the context of the analysis in this report, 
proximity to an anchor firm is likely to be 
of vital importance to smaller companies. 
In more general terms, the implications of 
the geography of auto manufacturing to 
Canada are positive but with significant 
caveats. Southern Ontario is clearly well 
located to continue to be a major player 
in the automotive industry as long as key 
infrastructure is maintained and expanded. 
The border crossing between Windsor 
and Detroit is particularly important in this 
respect as are the major highways that 
connect it to the rest of the province. Os-
hawa, home to General Motors Canada, 
struggles in this respect as traversing the 
GTA in order to get to other clusters and 
the US border is becoming more difficult.
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Figure 4
A comparison of 
Canadian and 
American auto 
manufacturing 
clusters that 
contain anchor 
firms

Rank 
(emp)

Region Country Employ-
ment

Location 
Quotient

Average 
Income*

1 Chicago-Naperville-Joliet US  150,498  1.37  $43,593 
2 Detroit-Warren-Livonia US  147,627  2.53  $58,338 
3 Los Angeles-Long Beach-Santa Ana US  144,470  1.31  $43,344 
4 Toronto CAN  107,345  1.47  $49,413 
5 Cleveland-Elyria-Mentor US  64,716  2.54  $44,333 
6 Minneapolis-St. Paul-Bloomington US  52,729  1.40  $49,465 
7 Milwaukee-Waukesha-West Allis US  36,353  2.05  $49,697 
8 Cincinnati-Middletown US  35,968  1.36  $49,848 
9 Windsor CAN  30,995  7.19  $63,432 
10 Pittsburgh US  28,049  1.17  $39,313 
14 Kitchener CAN  21,465  3.18  $52,095 
19 London CAN  16,735  2.56  $52,243 
27 St. Catharines - Niagara CAN  10,730  2.00  $61,594 
34 Guelph CAN  7,885  4.09  $47,056 
35 Chatham-Kent CAN  7,580  5.05  $48,624 
58 Peterborough CAN  2,500  1.58  $58,945 
59 Stratford CAN  2,475  5.51  $44,155 
69 Tillsonburg CAN  1,285  6.65  $49,448 
70 Ingersoll CAN  1,200  6.97  $60,868 

Table 11
Canadian auto 
manufacturing 
clusters 
containing 
anchor firms and 
top American 
counterparts

* incomes for Canada 
are full year/full time 
averages; incomes for 
the US are overall aver-
ages; currencies are 
unadjusted
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Anchor
No

Anchor Total
Cluster  11  12  23 
No Cluster  7  113  120 
Total  18  125  143 
Non
CMA/CA

 N/A

Anchor
No

Anchor Total
Cluster 47.0% 10.9% 58.0%
No Cluster 13.9% 14.8% 28.7%
Total 60.9% 25.7% 86.6%
Non
CMA/CA

13.4%

Anchor
No

Anchor Total
Cluster -1.8% -2.9% -2.0%
No Cluster -4.1% 3.9% -0.1%
Total -2.3% 0.9% -1.4%
Non
CMA/CA

-1.9%

Anchor
No

Anchor Total
Cluster 15.1% 8.5% 13.8%
No Cluster 10.8% 9.1% 9.9%
Total 14.1% 8.8% 12.5%
Non
CMA/CA

4.1%

Anchor
No

Anchor Total
Cluster  $60,042  $58,050  $59,697 
No Cluster  $51,849  $51,138  $51,562 
Total  $58,252  $54,767  $57,424 
Non
CMA/CA

 $48,571 

Table 12
Distribution of 
regions by auto 
manufacturing 
clusters and 
anchor firms

Table 13
Distribution of 
employment 
by auto 
manufacturing 
clusters and 
anchor firms

Table 14
Employment 
growth 2001-
2006 in auto 
manufacturing 
industries by type 
of region

Table 15
Percent of labour 
force in auto 
manufacturing 
industries with a 
bachelor’s degree 
or higher by type 
of region

Table 16
Average full 
time/full year 
incomes in auto 
manufacturing 
industries type of 
region

Just under half (12) of the 23 identified 
auto clusters contain at least one anchor 
firm (please see Table 10). There are also 
7 regions with an anchor firm that do not 
meet the criteria necessary to be consid-
ered a cluster, while a large majority of 
regions (113) are not clusters and do not 
contain an anchor firm. 

Almost half (47.0%) of employment in auto 
manufacturing industries are in the 11 
regions that are clusters and have anchor 
firms (please see Table 13). The 12 clus-
ters that do not have anchor firms account 
for 10.9% of employment, while the 12 
regions with an anchor firm but no cluster 
account for 13.9%. Very little employment 
(13.4%) in auto manufacturing is located 
outside of major urban regions. 

Overall employment growth rates in auto 
manufacturing industries were negative 
between 2001 and 2006 (please see Table 
14). Regions with clusters and/or anchors 
declined in employment, while regions 
without either grew by 3.9%. This sug-
gests that there may be diseconomies to 
agglomeration present in auto manufactur-
ing industries.

Rates of educational attainment in the 
auto industry workforce are significantly 
higher in regions with clusters and anchor 
firms (please see Table 15). Clusters have 
higher levels of workers with university 
degrees (13.8%) than non-clusters (9.9%) 
and regions with anchor firms (14.1%) 
have higher rates than ones without 
(8.8%).

Average full time incomes in auto manu-
facturing industries are highest ($60,042) 
in regions that have both a cluster and at 
least one anchor firm (please see Table 
16). Clusters appear to have a stronger 
effect than anchor firms as the drop-off is 
much lower between anchored clusters 
and non-anchored clusters than between 
regions with anchors that do and do not 
have clusters. Incomes outside of urban 
regions are significantly lower ($48,571) 
than incomes with CMA/CAs ($57,424).
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Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 8.4% 8.3% 14.4% 15.1% 46.2%
No Cluster 1.0% 0.8% 1.6% 43.1% 46.5%
Non CMA/CA 0.1% 0.1% 0.1% 7.0% 7.3%
Total 9.5% 9.1% 16.1% 65.2% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 8.7% 8.3% 14.9% 15.5% 47.3%
No Cluster 1.0% 0.8% 1.9% 42.3% 46.0%
Non CMA/CA 0.1% 0.0% 0.0% 6.6% 6.7%
Total 9.8% 9.0% 16.8% 64.4% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 7.5% 6.8% 12.8% 14.5% 41.5%
No Cluster 1.0% 0.9% 1.5% 46.5% 49.9%
Non CMA/CA 0.1% 0.0% 0.0% 8.4% 8.6%
Total 8.5% 7.7% 14.3% 69.5% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 7.9% 7.7% 13.6% 14.7% 44.0%
No Cluster 1.0% 0.8% 1.5% 44.7% 48.0%
Non CMA/CA 0.1% 0.1% 0.1% 7.8% 8.0%
Total 9.0% 8.6% 15.2% 67.2% 100.0%

Table 17
Geographical distribution of firms in auto manufacturing 
industries, 2001

Table 18
Geographical distribution of firms in auto manufacturing 
industries, 2011

Table 19
Geographical distribution of new firm formation in auto 
manufacturing industries, 2001-2011

Table 20
Geographical distribution of firm closures in auto 
manufacturing industries, 2001-2011

Almost half of all establishments in auto 
manufacturing industries are located in 
clusters (please see Table 17 and Table 
18). There was a slight decrease in this 
figure from 2001 (46.2%) to 2011 (44.0%) 
suggesting a process of deagglomeration. 
Furthermore, 32.8%% of firms were locat-
ed within 10km of the nearest anchor firm 
in 2011 which is down by 2% from 2001. 
This process of deagglomeration is evi-
dent in the firm start-up and closure rates 
between 2001 and 2011 (please see Table 
19 and Table 20) which show higher clo-
sure rates (relative to the general distribu-
tion) occurring in clusters and within close 
proximity of anchor firms. There seem to 
be forces working against the clustering of 
auto manufacturing firms, perhaps due to 
factors such as congestion and prices.
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Figure 5
The geography of 
ICT manufacturing 
clusters and 
anchor firms in 
Canada and the 
US

3.3 ICT manufacturing

The analysis identifies 9 ICT manufactur-
ing clusters in Canada and 89 anchor 
firms. Of the 9 clusters all but 2 contain at 
least one anchor firm. The majority (72) of 
the anchor firms are located within regions 
with ICT manufacturing clusters while just 
17 are not. Toronto is the largest ICT man-
ufacturing cluster in Canada (please see 
Table 21 and Figure 6). Toronto ranks 5th 
when equivalent US clusters are included. 
Montreal (13th) and Ottawa-Gatineau 
(21st) are the next largest ICT manufactur-
ing clusters in Canada.

The geography of ICT manufacturing clus-
ters and anchor firms in Canada and the 
US is centred on specific larger urban ar-
eas (please see Figure 5). Notable Ameri-
can cities include Los Angeles, Chicago, 
Boston, and San Jose. These cities tend 
to have very well-educated populations 
as well as high ranking post-secondary 
institutions. There is also somewhat of 
a link to other more traditional manufac-
turing industries. In many cases more 

knowledge-intensive manufacturing indus-
tries have evolved from related industries 
that required similar skills and know-how. 
Many large and successful firms in these 
industries have similarly evolved from 
more traditional pasts. Examples include 
IBM, Hewlett-Packard, and Noikia who’s 
current products are quite well removed 
from their original offerings. The fact that 
ICT manufacturing is highly concentrated 
in relatively few places suggests that there 
are certain characteristics about such 
places that allow them to maintain their 
advantage. This notion is reinforced by the 
general fact that the regions with ICT man-
ufacturing clusters are typically high-cost 
localities. The characteristics that tend to 
reinforce these geographic patterns relate 
more to the knowledge intensive charac-
teristics of the industry rather than supply-
chain factors.
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Figure 6
A comparison of 
Canadian and 
American ICT 
manufacturing 
clusters that 
contain anchor 
firms

Rank 
(emp)

Region Country Employ-
ment

Location 
Quotient

Average 
Income*

1 Los Angeles-Long Beach-Santa Ana US  168,751  1.50  $67,420 
2 Chicago-Naperville-Joliet US  89,660  1.29  $49,463 
3 Boston-Cambridge-Quincy US  68,315  1.58  $80,840 
4 San Jose-Sunnyvale-Santa Clara US  66,084  3.58  $103,220 
5 Toronto CAN  58,695  1.76  $60,028 
6 San Francisco-Oakland-Fremont US  53,266  1.38  $86,580 
7 Minneapolis-St. Paul-Bloomington US  53,060  1.58  $56,913 
8 Dallas-Fort Worth-Arlington US  52,768  1.25  $67,274 
9 Philadelphia-Camden-Wilmington US  49,040  1.17  $65,845 
10 Phoenix-Mesa-Scottsdale US  40,260  1.18  $50,815 
13 Montréal CAN  30,630  1.32  $53,360 
21 Ottawa - Gatineau CAN  15,410  2.04  $73,536 
22 Vancouver CAN  14,840  1.07  $56,610 
29 Calgary CAN  8,395  1.06  $59,468 
30 Kitchener CAN  8,135  2.65  $54,611 
44 Granby CAN  2,655  5.99  $40,273 

Table 21
Canadian ICT 
manufacturing 
clusters 
containing 
anchor firms and 
top American 
counterparts

* incomes for Canada are full year/full time aver-
ages; incomes for the US are overall averages; 
currencies are unadjusted
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Anchor
No

Anchor Total
Cluster  7  2  9 
No Cluster  11  123  134 
Total  18  125  143 
Non
CMA/CA

 N/A

Anchor
No

Anchor Total
Cluster 68.2% 1.9% 70.0%
No Cluster 7.4% 15.1% 22.5%
Total 75.6% 16.9% 92.6%
Non
CMA/CA

7.4%

Anchor
No

Anchor Total
Cluster -19.9% -12.9% -19.7%
No Cluster -3.1% -5.1% -4.5%
Total -18.5% -6.0% -16.5%
Non
CMA/CA

-12.7%

Anchor
No

Anchor Total
Cluster 38.8% 20.9% 38.4%
No Cluster 22.8% 17.1% 19.0%
Total 37.3% 17.5% 33.6%
Non
CMA/CA

11.7%

Anchor
No

Anchor Total
Cluster  $69,158  $68,498  $69,146 
No Cluster  $61,092  $54,121  $57,430 
Total  $68,515  $56,472  $67,367 
Non
CMA/CA

 $53,885 

Table 22
Distribution of 
regions by ICT 
manufacturing 
clusters and 
anchor firms

Table 23
Distribution of 
employment by 
ICT manufacturing 
clusters and 
anchor firms

Table 24
Employment 
growth 2001-
2006 in ICT 
manufacturing 
industries by type 
of region

Table 25
Percent of labour 
force in ICT 
manufacturing 
industries with a 
bachelor’s degree 
or higher by type 
of region

Table 26
Average full 
time/full year 
incomes in ICT 
manufacturing 
industries type of 
region

Almost every ICT manufacturing cluster 
(7 of 9) contain at least one anchor firm 
(please see Table 22). There are also 11 
instances whereby regions have an an-
chor firm but do not meet the definition of 
a cluster. A large majority of regions (123) 
are not clusters and do not contain an 
anchor firm. 

Over two thirds (68.2%) of employment in 
ICT manufacturing industries is located in 
the 7 regions that are clusters and have 
anchor firms (please see Table 23). The 
2 clusters that do not have anchor firms 
contain just 1.9% of ICT employment, 
while the 11 regions with an anchor firm 
but no cluster account for 7.4%. Almost all 
ICT manufacturing employment (92.6%) is 
found in urban regions. 

Following the dot-com bust early in the 
decade (2001-2006) there was a large 
amount of employment loss in ICT manu-
facturing (please see Table 24). Regions 
with clusters and anchors lost nearly one 
one in five jobs (-19.9%). It is likely that 
the collapse of Nortel Networks, Canada’s 
flagship ICT firm at the time, was a major 
contributing factor to the overall decline in 
the sector.

Rates of educational attainment in ICT 
manufacturing workforce are significantly 
higher in regions with clusters and anchor 
firms (please see Table 25). Clusters have 
higher levels of workers with university de-
grees (38.4%) than non-clusters (19.0%) 
and regions with anchor firms (37.3%) 
have higher rates than ones without 
(17.5%).

Average full time incomes in ICT manu-
facturing industries are highest ($69,158) 
in regions that have both a cluster and at 
least one anchor firm (please see Table 
26). The difference between cluster/non-
cluster regions is greater than the differ-
ence between anchor/no anchor regions 
although these results should be treated 
with caution due to the small sample size. 
Incomes outside of urban regions are 
significantly lower ($53,885) than incomes 
with CMA/CAs ($67,367).
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Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 8.5% 7.7% 10.2% 34.3% 60.7%
No Cluster 0.2% 0.4% 0.6% 36.3% 37.6%
Non CMA/CA 0.0% 0.0% 0.0% 1.7% 1.7%
Total 8.7% 8.1% 10.8% 72.4% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 9.6% 7.7% 11.0% 35.2% 63.5%
No Cluster 0.2% 0.5% 0.5% 33.7% 34.9%
Non CMA/CA 0.0% 0.0% 0.0% 1.6% 1.6%
Total 9.8% 8.2% 11.5% 70.5% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 7.6% 6.8% 10.5% 35.6% 60.5%
No Cluster 0.1% 0.3% 0.5% 36.1% 37.1%
Non CMA/CA 0.0% 0.0% 0.0% 2.3% 2.3%
Total 7.7% 7.2% 11.1% 74.1% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 7.7% 7.3% 10.0% 34.5% 59.6%
No Cluster 0.2% 0.4% 0.6% 37.3% 38.4%
Non CMA/CA 0.0% 0.0% 0.0% 2.1% 2.1%
Total 7.9% 7.7% 10.6% 73.8% 100.0%

Table 27
Geographical distribution of firms in ICT manufacturing 
industries, 2001

Table 28
Geographical distribution of firms in ICT manufacturing 
industries, 2011

Table 29
Geographical distribution of new firm formation in ICT 
manufacturing industries, 2001-2011

Table 30
Geographical distribution of firm closures in ICT 
manufacturing industries, 2001-2011

While three fifths (60.7%) of ICT manu-
facturing firms were located in clusters in 
2001 (please see Table 27), less than half 
of these were found within 10km of the 
nearest anchor firm. The pattern of ag-
glomeration whereby regional level clus-
tering is strong, and sub-regional cluster-
ing is weak suggests that the rationale 
for co-location may have less to do with 
the logistics of just-in-time delivery sys-
tems and more to do with labour markets, 
institutions, and other knowledge-based 
factors. 

The geographical patterns of firm births 
and deaths (please see Table 29 and 
Table 30) suggest that there was a de-
gree of deagglomeration occurring in ICT 
manufacturing between 2001 and 2011. 
Relative to the overall distribution of firms, 
births were lower and deaths higher near 
anchor firms within clusters. The time 
frame of this analysis (post dot-com crash) 
however, is the most likely explanation of 
this trend rather than anything systemic to 
the long-term functioning of the industry.
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Figure 7
The geography 
of bio-pharma 
clusters and 
anchor firms in 
Canada and the 
US

3.4 Bio-pharma

The analysis identifies 10 bio-pharma 
clusters in Canada and 22 anchor firms. 
Of the 10 clusters only 2 (Montreal and 
Toronto) contain at least one anchor firm. 
All but one of the anchor firms are located 
in Montreal and Toronto with the lone 
exception being found in Calgary. Toronto 
(5th) and Montreal (8th) rank in the top ten 
when equivalent US clusters are factored 
in (please see Table 31 and Figure 8).

The geography of bio-pharma clusters 
and anchor firms in Canada and the US is 
similar to that of ICT manufacturing in that 
it they are mainly found in large urban ar-
eas that have highly educated populations 
(please see Figure 7). The main difference 
is that bio-pharma clusters are not gener-
ally related to traditional manufacturing 
industries and therefore the spatial pattern 
is somewhat less predictable. There are 
also many clusters scattered through the 
US in small-to-medium metro areas. In 
fact, most States possess at least one bio-
pharma cluster. Part of the reason for this 

is that there tends to be a higher degree of 
public sector involvement in bio-pharma. 
This is in the form of linkages with higher 
education, R&D funding, specific incentive 
programs, and higher than average regu-
lations and oversight. These factors are 
likely to have a much stronger impact on 
the location and performance of firms than 
supply-chain interactions. That being said 
these influences are often found together 
in specific environments which in turn 
have a significant impact on the health of 
the local cluster.
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Figure 8
A comparison of 
Canadian and 
American bio-
pharma clusters 
that contain 
anchor firms

Rank 
(emp)

Region Country Employ-
ment

Location 
Quotient

Average 
Income*

1 New York-N. New Jersey-Long Island US  161,805  1.26  $76,990 
2 Los Angeles-Long Beach-Santa Ana US  109,757  1.32  $60,833 
3 Philadelphia-Camden-Wilmington US  49,427  1.11  $79,907 
4 Boston-Cambridge-Quincy US  43,673  1.25  $99,169 
5 Toronto CAN  41,705  1.68  $54,573 
6 San Francisco-Oakland-Fremont US  33,960  1.35  $94,608 
7 Minneapolis-St. Paul-Bloomington US  29,814  1.05  $58,456 
8 Montréal CAN  29,290  1.69  $53,614 
9 Miami-Fort Lauderdale-Miami Beach US  29,019  1.26  $56,914 
10 Dallas-Fort Worth-Arlington US  28,369  1.03  $50,004 

Table 31
Canadian
bio-pharma 
clusters 
containing 
anchor firms and 
top American 
counterparts

* incomes for Canada 
are full year/full time 
averages; incomes for 
the US are overall aver-
ages; currencies are 
unadjusted
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Anchor
No

Anchor Total
Cluster  2  8  10 
No Cluster  1  132  133 
Total  3  140  143 
Non
CMA/CA

 N/A

Anchor
No

Anchor Total
Cluster 46.7% 20.9% 67.6%
No Cluster 3.7% 21.4% 25.2%
Total 50.4% 42.3% 92.7%
Non
CMA/CA

7.3%

Anchor
No

Anchor Total
Cluster 16.9% 15.1% 16.3%
No Cluster 22.0% 13.1% 14.4%
Total 17.3% 14.1% 15.8%
Non
CMA/CA

28.7%

Anchor
No

Anchor Total
Cluster 43.3% 36.4% 41.2%
No Cluster 35.9% 30.5% 31.3%
Total 42.7% 33.4% 38.5%
Non
CMA/CA

17.6%

Anchor
No

Anchor Total
Cluster  $63,512  $60,665  $62,690 
No Cluster  $64,451  $62,091  $62,723 
Total  $63,575  $61,126  $62,696 
Non
CMA/CA

 $54,740 

Table 32
Distribution of 
regions by bio-
pharma clusters 
and anchor firms

Table 33
Distribution of 
employment 
by bio-pharma 
clusters and 
anchor firms

Table 34
Employment 
growth 2001-2006 
in bio-pharma 
industries by type 
of region

Table 35
Percent of labour 
force in bio-
pharma industries 
with a bachelor’s 
degree or higher 
by type of region

Table 36
Average full time/
full year incomes 
in bio-pharma 
industries type of 
region

There are very few bio-pharma clusters 
(10) and anchor firms in Canada (please 
see Table 32). Large pharmaceutical com-
panies are exclusively found in Montreal, 
Toronto, and Calgary. Due to the small 
numbers of regions with clusters and/or 
anchor firms the analysis of these geog-
raphies should be read with a degree of 
caution.

Over two thirds (67.6%) of employment in 
bio-pharma industries is located in the 10 
regions that are clusters (please see Table 
33). Nearly half of all bio-pharma employ-
ment (46.7%) is found in Montreal and 
Toronto which are clusters with anchor 
firms. Almost all bio-pharma employment 
(92.7%) is found in urban regions. 

Employment growth in bio-pharma indus-
tries was robust between 2001 and 2006 
(please see Table 34) and was highest 
(17.3%) in the three regions that have 
anchor firms. Conversely, growth was low-
est (13.1%) in the regions that do not have 
bio-pharma clusters or anchor firms.

Rates of educational attainment in the bio-
pharma workforce are significantly higher 
in regions with clusters and anchor firms 
(please see Table 35). 43.3% of workers 
in bio-pharma clusters with have anchor 
firms have at least a bachelor’s degree. 
This contrasts with the workers in regions 
without either a cluster or anchor firm 
where the comparable rate is 30.5%. Clus-
ters and anchor firms both appear to make 
about a 10% difference in the share of the 
bio-pharma workforce that has a university 
degree.

Average full time incomes in bio-pharma 
industries do not vary greatly between 
types of regions (please see Table 36). 
Average incomes in clusters that contain 
an anchor firm are $63,512 per year. This 
figure varies by no more than $3,000 in 
any other type of urban region. Incomes 
are markedly lower ($54,740) outside of 
urban regions.
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Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 3.8% 5.0% 10.7% 28.0% 47.6%
No Cluster 0.2% 0.2% 0.8% 32.4% 33.6%
Non CMA/CA 0.0% 0.0% 0.0% 18.7% 18.7%
Total 4.1% 5.2% 11.5% 79.2% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 4.2% 4.5% 10.5% 26.2% 45.4%
No Cluster 0.4% 0.3% 0.9% 28.7% 30.3%
Non CMA/CA 0.0% 0.0% 0.0% 24.3% 24.3%
Total 4.6% 4.8% 11.3% 79.2% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 4.4% 5.6% 11.4% 32.8% 54.1%
No Cluster 0.3% 0.2% 1.3% 32.4% 34.1%
Non CMA/CA 0.0% 0.0% 0.0% 11.8% 11.8%
Total 4.6% 5.8% 12.7% 76.9% 100.0%

Proximity to nearest anchor firm
Within 
2.5km

Within 
5km

Within 
10km

Outside 
10km Total

Cluster 3.9% 5.5% 11.2% 30.9% 51.6%
No Cluster 0.2% 0.1% 1.0% 33.8% 35.2%
Non CMA/CA 0.0% 0.0% 0.0% 13.3% 13.3%
Total 4.1% 5.6% 12.2% 78.0% 100.0%

Table 37
Geographical distribution of firms in bio-pharma industries, 
2001

Table 38
Geographical distribution of firms in bio-pharma industries, 
2011

Table 39
Geographical distribution of new bio-pharma formation in 
food industries, 2001-2011

Table 40
Geographical distribution of firm closures in bio-pharma 
industries, 2001-2011

Just under half (47.6%) of bio-pharma 
firms were located in clusters in 2001 
(please see Table 37). This figure in-
creased to 51.6% by 2011 (please see 
Table 34. However, roughly one in five 
enterprises are located within 10km of an 
anchor firm. This pattern of agglomera-
tion suggests that transactional/logistical 
relationships between firms may be some-
what less important than other clustering 
rationales such as a shared labour market, 
access to capital, and institutions which 
generally have region-wide impacts.

The geographical patterns of firm births 
and deaths (please see Table 39 and 
Table 40) suggest that there was a pro-
cess of further agglomeration between 
2001 and 2011. Relative to the overall 
distribution of firms, there was a positive 
balance between births and deaths near 
anchor firms within clusters. There was a  
particularly high rate of firm closure out-
side of urban areas relative to the overall 
distribution. 
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4.0 Summary and conclusions
This report identifies industrial clusters 
and anchor firms across Canada in four 
sectors and finds that their presence 
boosts economic performance. This result 
is somewhat expected but the key find-
ing is that both clusters and anchor firms 
appear to matter roughly equally and that 
in combination there is an even bigger 
payoff. The main implication of this is that 
the geographic concentration of related 
economic activities continues to provide 
significant benefits. In policy terms this 
poses somewhat of a dilemma in that 
there is often the temptation to try and 
spread economic activities in order to 
provide wider, and ostensibly more equal, 
benefits.  It would seem however that such 
an approach may in fact weaken overall 
economic competitiveness. Instead, it may 
be that rather than attempt to steer well-
performing economic activities to other/
additional locales, the more apt approach 
may be to build on the existing strengths 
and specializations already in place. This 
does not mean maintaining the status quo 
(and the regional economic disparities 
that do exist) as there also needs to be 
constant attention paid to innovation within 
well-established sectors. Diversification is 
also important but recent research strongly 
suggests that this process is most effec-
tive when it occurs between related activi-
ties and builds upon existing skills and 
competencies rather than by starting from 
scratch.

A second major finding in this report is 
that different sectors clearly function in 
different ways. The geography of food 
clusters and anchor firms shows a tradi-
tional industrial location pattern whereby 
production tends to be located in relation 
to either resources (inputs) or sites of 
consumption (major population centres). 
The general logic behind this pattern is 
that transportation and storage costs are 
minimized. Beverage manufacturing pro-
vides a case in point whereby production 
is typically located near large population 
centres as it is easier to transport liquid 
(i.e. water) in bulk by pipe rather than road 
in individual units. The geography of auto 

manufacturing is quite different. There is 
a very distinct pattern to the industry in 
the US and Canada which remains heav-
ily concentrated in the upper Mid-West 
and Southern Ontario. The spatial logic in 
this case is the tight integration of supply 
chains that rely on just-in-time delivery 
systems for maximum efficiency. Thus, 
there is what could be described as a 
macro-cluster that extends well beyond 
any one urban region. Connectivity in this 
case is key and so it is essential to build 
and maintain key infrastructure for these 
types of economic activities to remain 
competitive. The ICT manufacturing and 
bio-pharma clusters behave differently as 
well. These industries tend to rely less on 
material inputs and more on knowledge 
for their competitiveness. Thus, they tend 
to be located in regions with highly edu-
cated populations with top-rate research 
institutions. The main point of highlighting 
these geographic patterns is that there are 
inherent advantages to certain locations 
for certain industries. There are of course 
many exceptions to these patterns as 
location is not the only factor of economic 
success, but it does show that firms and 
potential clusters going against the grain 
of these spatial logics face an uphill battle. 
Furthermore, there is no single reason 
why firms cluster in certain regions and so 
it is important to understand the multitude 
of ways in which agglomerations function. 

A third finding is that there is not very 
strong evidence to suggest that close 
physical proximity to anchor firms within 
regions makes a significant difference to 
firm performance. Specifically, the analysis 
does not find a great deal of difference in 
outcomes in firms located within various 
radii (2.5km; 5km; 10km) of anchor firms. 
It must be noted that this analysis is lim-
ited by the scope of dependent variables 
(firm start-ups and closures) as well as the 
limited time frame (10 years) of the analy-
sis. It is clear that firms do in fact cluster, 
and that these clusters are often focused 
on anchor firms, but the process of ag-
glomeration is long and complex involving 
many additional factors.
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A fourth finding is that many of the Ca-
nadian clusters compare reasonably well 
with their US counterparts. While the data 
is not 100% congruent it does show that 
for all four industries examined, there is a 
least one Canadian cluster in the top ten 
in terms of scale (employment) and that in-
comes are generally in the same range as 
they are in the US. It is not only important 
to benchmark the relative competitiveness 
of Canadian clusters and regions with 
American ones, but also recognize the 
degree of interaction between them. As its 
largest trading partner, the US is both a 
key market as well as supplier to Canadi-
an firms. Knowledge transfer and collabo-
ration is also a key aspect of this mutually 
beneficial relationship. While there is no 
direct data in this report that measures the 
extent of these linkages, it is an important 
consideration for future research. Anchor 
firms in particular are important facets of 
these connections as they act as hubs for 
supply chains and knowledge flows.

In combination the findings of this report 
suggest that there is string evidence to 
support the notion that industrial clusters 
and anchor firms increase overall econom-
ic productivity. This is especially true when 
both are located in the same regions. The 
findings also highlight the fact that vari-
ous industries function quite differently 
from one another which is evident from 
their respective location patterns. Some 
industries rely more on physical inputs 
and thus  benefit from locating in close 
physical proximity, while others are more 
knowledge intensive and benefit from well 
educated populations and research institu-
tions. Anchor firms certainly do appear to 
provide benefits to local industrial clus-
ters, but the way in which they do so will 
likely vary depending on the nature of the 
industry.
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Appendix A - Annotated bibliography
Please see attached document “Appendix A - Annotated Bibliography”
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Appendix B - Cluster definitions

NAICS
Code

Description

3113* Sugar and Confectionery Product Manufac-
turing

3114* Fruit and Vegetable Preserving and Specialty 
Food Manufacturing

3115* Dairy Product Manufacturing
3116* Meat Product Manufacturing
3117* Seafood Product Preparation and Packaging
3118* Bakeries and Tortilla Manufacturing
3119* Other Food Manufacturing
3121* Beverage Manufacturing
4131 Food Wholesaler-Distributors
4132 Beverage Wholesaler-Distributors
4931 Warehousing and Storage
7223 Special Food Services

NAICS
Code

Description

3113* Sugar and Confectionery Product Manufac-
turing

3114* Fruit and Vegetable Preserving and Specialty 
Food Manufacturing

3115* Dairy Product Manufacturing
3116* Animal Slaughtering and Processing
3117* Seafood Product Preparation and Packaging
3118* Bakeries and Tortilla Manufacturing
3119* Other Food Manufacturing
3121* Beverage Manufacturing
4244 Grocery and Related Product Wholesalers
4931 Warehousing and Storage
7223 Special Food Services

Canadian food manufacturing NAICS American food manufacturing NAICS

NAICS
Code

Description

3255 Paint, coating and adhesive manufacturing
3261 Plastic product manufacturing
3262 Rubber product manufacturing
3315 Foundries
3321 Forging and stamping
3326 Spring and wire product manufacturing
3327 Machine shops, turned product, and screw, 

nut and bolt manufacturing
3328 Coating, engraving, heat treating and allied 

activities
3329 Other fabricated metal product manufacturing
3335 Metalworking machinery manufacturing
3361* Motor vehicle manufacturing
3363* Motor vehicle parts manufacturing
4153 Used motor vehicle parts and accessories 

wholesaler-distributors

Canadian auto manufacturing NAICS

NAICS
Code

Description

3255 Paint, coating and adhesive manufacturing
3261 Plastic product manufacturing
3262 Rubber product manufacturing
3315 Foundries
3321 Forging and stamping
3326 Spring and wire product manufacturing
3327 Machine shops, turned product, and screw, 

nut and bolt manufacturing
3328 Coating, engraving, heat treating and allied 

activities
3329 Other fabricated metal product manufacturing
3335 Metalworking machinery manufacturing
3361* Motor vehicle manufacturing
3363* Motor vehicle parts manufacturing
4231 Motor Vehicle and Motor Vehicle Parts and 

Supplies Merchant Wholesalers

Canadian auto manufacturing NAICS

* denotes core industry used to identify anchor firms (employment greater than 500)
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Appendix B - Cluster definitions (continued)

NAICS
Code

Description

3326 Spring and wire product manufacturing
3341* Computer and peripheral equipment manu-

facturing
3342* Communications equipment manufacturing
3344* Semiconductor and other electronic compo-

nent manufacturing
3345 Navigational, measuring, medical and control 

instruments manufacturing
3353 Electrical equipment manufacturing
3359 Other electrical equipment and component 

manufacturing
3391 Medical equipment and supplies manufactur-

ing
4173 Computer and communications equipment 

and supplies wholesaler-distributors

NAICS
Code

Description

3326 Spring and Wire Product Manufacturing
3341* Computer and Peripheral Equipment Manu-

facturing
3342* Communications Equipment Manufacturing
3344* Semiconductor and Other Electronic Compo-

nent Manufacturing
3345 Navigational, Measuring, Electromedical, and 

Control Instruments Manufacturing
3353 Electrical Equipment Manufacturing
3359 Other Electrical Equipment and Component 

Manufacturing
3391 Medical Equipment and Supplies Manufactur-

ing
4234 Computer and Computer Peripheral Equip-

ment and Software Merchant Wholesalers

Canadian ICT manufacturing NAICS American ICT manufacturing NAICS

NAICS
Code

Description

3254* Pharmaceutical and medicine manufacturing
3345 Navigational, measuring, medical and control 

instruments manufacturing
3391 Medical equipment and supplies manufactur-

ing
4145 Pharmaceuticals, toiletries, cosmetics and 

sundries wholesaler-distributors
6215 Medical and diagnostic laboratories
8132 Grant-making and giving services

NAICS
Code

Description

3254* Pharmaceutical and Medicine Manufacturing
3345 Navigational, Measuring, Electromedical, and 

Control Instruments Manufacturing
3391 Medical Equipment and Supplies Manufactur-

ing
4242 Drugs and Druggists' Sundries Merchant 

Wholesalers
6215 Medical and Diagnostic Laboratories
8132 Grantmaking and Giving Services

Canadian bio-pharma NAICS American bio-pharma NAICS

* denotes core industry used to identify anchor firms (employment greater than 500)


