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The development of a knowledge-based economy 
in the context of globalization has caused 
innovation to become the primary driver of 
growth and competitiveness. Hence an innovation 
policy boom has recently occurred all over 
the world. The importance of innovation in 
economic development is of course not a new 
issue but due to increased competition from 
emerging economies, the pace of innovation has 
to be accelerated and the former linear model of 
innovation reconsidered. At a time of “Mega-
Competition of Knowledge”, involving the 
USA, Europe and Japan, but also other advanced 
Asian countries like South Korea, or developing 
giants like China, networking appears as the ‘one 
best way’ to innovate, whether to develop new 
industries, to revitalize declining industrial regions, 
or to upgrade technologies and industries as for 
example in the emerging countries. Following 
Michael Porter’s competition model1, with Silicon 
Valley as an illustration, the priority given to the 
constitution of robust networking between all 
actors of a specified territory or regional area, has 
led to the implementation of cluster initiatives 
worldwide. Linkages between firms, research 
institutions and academics, government agencies, 
or the Triple Helix2 (San-Gaku-Kan in Japan) are 

now at the core of all projects aiming to strengthen 
the interconnection between process and product 
innovation and interactions between research, 
development and production without forgetting 
related functions such as financing, marketing 
etc. Indeed, while the common objective of all 
countries is to increase competitiveness, most of 
the measures taken in the 1990s and 2000s aim to 
put clusters at the core of their national innovation 
system.

Due to both the impact of the post-bubble 
crisis and the effect of globalization, Japanese 
international competitiveness has largely eroded 
in the past decade. It pushed the government to 
address directly the innovation issue by enhancing 
laws and initiating programs as early as the 1990s. 
The efforts were further reinforced in the 2000s, 
with the implementation of two clusters plans 
from METI and MEXT, which led to the creation 
of two types of clusters. However this initiative 
cannot be considered as a universal solution for 
increasing Japanese competitiveness and multiple 
factors influence this process. The most important 
element to implement this cluster policy all 
over the territory is probably the capacity of the 
Central government to supervise the networking 
and coordination among all the actors to create 
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a competitive structure. But the clusters policy 
is mainly based on the ability of the regions3 to 
take initiative to develop its own industry, and 
thus, Central government has to delegate a part 
of competence to the lower administration levels 
in order to maximize the effect of clustering. 
To explain in another way, this means that the 
Japanese government policy system, which is 
built on a strict top-down scheme, has to change 
its governance to let a larger action field to the 
local bodies. And to realize this change, the 
country’s structure has to be reviewed and switch 
or adapt to a system in accord with the actual 
globalized innovation era. Decentralization 
can be a solution for a further evolution but the 
Japanese government is not ready yet for a radical 
modification of a State structure that has been 
established with difficulties after the Second World 
War. Then a paradox opposition is created between 
the reluctance of the Central government to 
restructure the administration and its willingness 
to implement more industrial policies that need 
a State restructuration in order to revitalize the 
economy. It is difficult to evaluate which of those 

two principles is privileged by the Japanese 
government, nevertheless the natural evolution 
of the world economy forced to implement some 
world-oriented innovation policies and the Central 
government had to adapt to this trend. Therefore 
a subjective State’s administrative restructuration 
is occurring with, as a consequence, an evolution 
of the power balance between Central government 
and local governments.

The objective of this study is to show how 
the innovation policies, and mainly the clusters 
policies implemented by the Japanese State is 
transforming the Japanese governance and is 
creating a new relationship between Central 
government and local governments. By now the 
central power was based in Tokyo and peripheral 
powers were reduced to simple executants. With 
the implementation of the clusters policies that 
require a strong initiative power from regions 
to maximize the human, industrial and material 
resources, the Central government has no choice 
but to delegate some initiative powers to the lower 
levels. The governance scheme is changed in spite 
of the Central government’s will to keep powers.

Ⅰ. Evolution of Innovation concept:                             
From a linear to interaction model

Innovation is nowadays the locomotive of a 
state’s economic growth and all the countries 
in the world are trying to develop its own long-
term innovation strategy in order to preserve its 
competitiveness. This trend is generated by a 
globalization of economy, the evolution of society, 
and the emergence of new ideas and actors, which 
have completely modified the traditional concept 
of innovation. At present it seems that the word 
“innovation” has become the most appropriated 
term to qualify the policy required to answer the 
challenges of the past time. In the 1950’s the 

linear model of innovation was one of the first 
frameworks developed for understanding science 
and technology and its relation to the economy. 
The model suggested that innovations start 
with basic researches and ends with production, 
following simple linear steps:

Basic research → Applied research → 
Development → (Production and) Diffusion

This model has prioritized scientific research 
as the basis of innovation and has been very 
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influential. Academic organizations and economists 
have spread widely this concept and have used it 
as a precious argument to get government supports 
to science, in financial areas or for policy-
making decisions. The simplicity of the scheme 
for administrative and the large diffusion of the 
idea allowed this linear model to stay on the core 
of numerous science and technology policies 
and also for academic studies. However with the 
evolution of the society and the globalization 
of economy, the linear concept became “old-
fashioned” to the detriment of new innovation 
models, more complex and more complete, 
adapted to the current evolution of the time. And 
in spite of the several derived models inspired by 
the linear concept, such as the Technology Push 
model, the Market Pull model or the traditional 
Stage-Gate model, the linear model of innovation 
has been criticized and considered as inappropriate 
for the reason that it has ignored the different 
feedbacks and failures that occur at various stages 
and neglected the reconsideration of earlier steps. 
Academic opinions approved this reality and 
try to build new efficient models of innovation: 
N.Rosenberg (1994) claimed that “everyone 
knows that the linear model of innovation is dead” 
and D.Edgerton (2004) concluded that “the linear 
model is very hard to find everywhere, except in 
some descriptions of what it is supposed to have 
been”.

Then, new forms of innovation theories 
emerged with a much complicated sequential 
scheme and above all, taking in account different 
parameters that was not included in the different 
phases because they were estimated as not 
important, or because their concept did not exist at 
that time. Emergence of the globalization and the 
increase of international competitiveness changed 
the innovation view all around the world. And due 
to the complex changing of the innovation process, 
it became not possible anymore to talk about 

“model” of innovation but of a “system” including 
new actors and new factors. 

During the mid 1980’s networking and the 
interaction of different actors in the innovation 
process became important4 to establish competitive 
products and efficient policies. B-A Lundvall, 
in 1985, introduced the concept of “innovation 
system5” that influenced national policy makers 
and innovation studies during the 90’s to create 
at last the concept of “National Innovation 
System6” (Freeman, 1995). This new system 
approach stresses that the flow of technology 
and information among people, enterprises and 
institutions are key to the innovative process. It 
also defines the interaction between the actors 
who are needed in order to turn an idea into a 
process, product or service on the market. And for 
policy-makers, an understanding of the National 
Innovation System can help identify important 
points for enhancing innovation performance 
and competitiveness. OECD (1997) defined 
the National Innovation System as follow: 
“Analysis of technology performance and policies 
has traditionally focused on inputs (such as 
expenditures on research and development and 
the number of research personnel) and outputs 
(such as patents), the measurement of which is 
standardized across OECD countries (OECD, 
1996). […] The innovative performance of a 
country depends to a large extent on how these 
actors relate to each other as elements of a 
collective system of knowledge creation and use 
as well as the technologies they use. These actors 
are primarily private enterprises, universities and 
public research institutes and the people within 
them. The linkages can take the form of joint 
research, personnel exchanges, cross-patenting, 
purchase of equipment and a variety of other 
channels. There is no single accepted definition of 
a National Innovation System”.

Several  interpretat ion of  the National 
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Innovation System rose during the 1990’s in 
order to create the perfect innovation policy7. 
If the role of the actors is essential for the good 
working of the innovation process in a country, 
the codification or policy application are also 
important. Smith (1991, 2000)  defined the 
policy implication of innovation as a systemic 
phenomenon and enhanced the importance of the 
State implication in the emergence of a National 
Innovation Process policy8. One of the revolutions 
that will lead countries to reconsider the practical 
use of the innovation system was the creation of 
clusters based on M.Porter’s Diamond Model 
(elaborated in 1990 and modified in 1998). 
According to his approach, in the globalization 
era, the declining influence of the State on 
national companies is not the major issue: the 
most important is to analyze the causes of the 
productivity with which the companies compete, 
instead of traditional comparative advantage such 
as natural resources and pools of labor. For Porter 
the traditional factors for comparative advantage 
that are land, location, natural resources, labor 
and local population size cannot be applied for 
sustained industrial growth. Then he worked out 
4 interlinked advances factors for competitive 
advantage for countries or regions, and represented 
on a diamond model: Firm strategy, demand 
conditions, related supporting industries, factor 
conditions.

However this process cannot work without an 
external regulating actor which is the government. 
It is defined as a “catalyst and a challenger to 
encourage –or even push- companies to raise 
their aspirations and move to higher levels of 
competitive performance”. They must encourage 
companies to raise their performance, stimulate 
early demand for advanced products, and focus 
on specialized factor creation and to stimulate 
local rivalry by limiting direct cooperation and 
enforcing anti-trust regulations9. 

Following the Diamond Model,  Porter 
introduced the concept of clusters, a group of 
interconnected firms, suppliers, related industries 
and institutions that arise in particular locations. 
However it is important to notice that Porter has 
largely been influenced in the late 1990’s by the 
impact of economic globalization, the progress of 
IT revolution, the diffusion of the concept of good 
corporate governance and, the most important, 
the visible success of Silicon Valley in USA. The 
spontaneous emergence and development of the 
Silicon Valley has been defined as the referential 
model of clusters because it included all the 
elements and factors required to form this new 
type of “decentralized regional network-based 
industrial system10”. It also seems that national 
government of different countries, have been 
influenced in the late 1990’s to early 2000’s by 
the success of Silicon Valley and clusters model 
leading to a clusters-policy trend to emerge all 
around the world. Of course this model has been 
the target of criticism from other academics such 
as Dunning (2000) or Raines (2002) who estimated 
that the model neglected important elements such 
as the international firm activities or the local 
social and cultural population conditions11. The 
problem was that, regarding the different study 
report on clusters project elaborated by OECD 
(1999, 2001) or on different US states (Enright, 
2000), the definition of clusters is covering a 
large field of industrial agglomeration, from the 
macro-level industry to the local micro-network 
between companies or even the intermediary 
mezzo assembly industry. Then it is important to 
distinguish two different concepts to fix the border 
between what a cluster is and what it is not:

- Cluster Strategy; a strategy to reinforce 
vertical and horizontal competitiveness and 
collaboration through the common effort of 
industry, intermediary administration, university 
and research laboratories, and government 
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inst i tutions that  share the same vision of 
developing a specific market field.

- Cluster policy; a policy using cluster 
strategy and aiming to adjust products or services 
production and to link innovation value-added 
to interdependence’s or coexistence’s essential 
point, instead of trying to find comprehensive and 
rational approach toward a region or a country.

Hence, clusters model have been perceived 
as a new form of science and technology that use 
interaction process between actors to increase the 
knowledge production and technology potential. 
Cluster has been regarded as the most efficient 
way to increase competitiveness by gathering 
the economic and scientific potential no more at 

national or regional level but at an independent 
cluster level. Then a boom of clusters policy 
occurred in developed or developing countries 
during the 2000’s and related innovation theories 
inspired by clusters appeared at the same period. 
The Triple Helix Model invented by Etzkowitz 
and Leydersdorf (2000, 2002) is one of this 
networking-based processes invented to increase 
research and innovation competi t iveness. 
Innovation has probably entered in an open 
innovation12 era since the development of new IT 
tools and the globalization that changed the role 
of actors and interaction between them. Probably 
other new types of innovation will rise in the 
following decades.

Ⅱ. Japanese innovation and clusters policies
In Japan the process of ‘clustering’ began in 
the early 2000s with the implementation of the 
Industrial Cluster Plan by the METI13 in 2001, in 
order to revitalize industrial districts14 that were 
left behind because of increased global competition 
and with the Knowledge Cluster Initiative set 
up in 2002 by the MEXT15 mainly to strengthen 
the development of new industries. Although 
those two initiatives cannot be considered as the 
first policy device to enhance competitiveness 
through increasing innovation, they constitute 
the major achievements of recent policies. Other 
laws initiated since the 90s are worth mentioning 
though as they have contributed to their creation 
or contribute to their support. 

The most important one is probably the 
Science and Technology Basic Plan16 enacted 
in 1996 for 5 years until 2001, to promote the 
construction of a new R&D system by increasing 
funding for competitive research with a budget 
of 17.6 trillion yen. This law was introduced 
during a period of economic crisis, nevertheless 

the Japanese government tended to increase R&D 
expenditure to strengthen the potential. At the 
end of the program Japanese authorities decided 
to extend the plan for 5 more years but focused 
this time on promoting basic research and giving 
priority to R&D on national and social issues17 
with a budget of 21.1 trillion yen. This second 
phase was associated with the knowledge cluster 
plan set up by the MEXT. Further, in 2006, the 
“Mega-competition of Knowledge” caused the 
government to give priority to the reinforcement 
of the knowledge clusters’ competitiveness. Using 
the policy framework built during the previous 
programs, it decided to launch the third phase of 
the Science and Technology Basic Plan with a 
budget of 25 trillion yen.

Japan’s originality, compared to the other 
cluster initiatives in the world, is that, as 
previously mentioned, the government has enacted 
two different policy measures leading to two kinds 
of cluster labels. 

In 2001, the Industrial Cluster Plan started 
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with the objective to create “networks where every 
face is visible” between industries, universities 
and public research institutions to allow them 
to join their respective resources, materials and 
knowledge. METI first labeled 19 clusters gathering 
around its Regional Bureaus (RBETIs) about 9800 
regional SMEs, to create new businesses based 
on projects coming from a total of more than 290 
universities. In April 2006 the Second phase of the 
Industrial Cluster Plan began with 17 industrials 
clusters18 having new objectives: to develop 
technologies leading to practical applications in the 
regions and to reinforce the function of incubation 
to establish 40 000 new businesses by 2011. To 
promote industrial clusters for this new period, the 
Japanese Government decided to provide a budget 
of 20.8 billion yen for 200719 divided as follows:

- 6.5 billion for the formation and management 
of University-Industry-Government networks

- 13.3 bi l l ion yen for  the promotion of 
technology development incorporating the 
special characteristics of a region (including 
financial support for SMEs and Venture 
Business)

- 1 billion yen to strengthen the functioning of 
incubation centers.
On the other side, the Second Science and 

Technology Basic Plan, established by a Cabinet 
Decision in March 2001, called for the creation of 
Clusters in the different regions of Japan and since 
2002 MEXT has been implementing two types of 
actions to promote regional R and D activities by 
supporting regional clusters:

- The Knowledge Cluster Initiative that aims 
at “developing into world-class innovative clusters 
attracting humans, goods, and money from around 
the world”;

And the City Area Program that aims at 
“developing small to medium-size clusters across 
Japan” with strengths that utilize unique regional 
resources to support the creation of new business 

and R and D business through industry-academia-
government collaborations (Kakizawa Yuji, 
2007)20.

A knowledge  c lus t e r  i s  a  sys t em fo r 
technological innovation, organized by local 
initiative around universities and other public 
research institutions whose R&D focus is original 
and has potential. This system drives technological 
innovation and creates new industr ies by 
stimulating interaction between the technological 
seeds from research institutions and the practical 
needs  of  business  world .  In  th is  process 
universities and public research institutions are 
considered as “concentrations of knowledge 
and talent” and intend to create world-class 
technological innovation. In order to stimulate 
the centers of knowledge creation the Japanese 
Government decided to put 500 million yen per 
year into each cluster, over five years, and also 
some grants for the core organizations (foundations 
or other organizations) designated by local 
governments21. In 2002 the Knowledge Cluster 
Initiative started with 12 knowledge clusters but 
a year later 3 new ones were implemented and 3 
more in 2004; but in 2007 the first term of this 
policy ended and the final evaluation showed 
that only 3 clusters out of 18 have the potential 
to survive in open innovation competition. The 
objective of the second term will be to focus 
on upgrading to world-class level clusters and 
to create competitive businesses by patenting 
research results and conducting R&D related to 
incubation. Thus for the second term, in 2008, 
some knowledge clusters have been combined in 
order to from 6 stronger knowledge clusters.

Both cluster initiatives represent together 
the core of industrial innovation and became a 
guideline for new businesses. Since their creation 
most of new policies implemented were adapted to 
them.

A majority of industrial clusters and knowledge 
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clusters are located in the same areas. They are 
independent from each other and differ according 
to the objectives of their ministries of affiliation 
(METI or MEXT) and also in their governance. 

Taking into account the fact that regional 
characteristics are quite numerous, and that it 
would therefore be difficult to national government 
to support all of them, METI has devolved part 
of its competence to Regional Bureaus (RBETI). 
Those have the ability to adapt national objectives 
to local needs according to their appreciation of 
public policy measures. The governance structure, 

while regionalized to some extent thanks to a 
strong collaboration between national and local 
level, remains however rather centralized. MEXT 
for its part doesn’t have Regional Bureaus to 
delegate power as the METI has done. This 
difference finally gave a larger autonomy to 
local governments to create and manage clusters. 
Core Organizations are designated by the local 
government concerned to set up a Knowledge 
Cluster Headquarters22, which acts in each region 
as a control body for project implementation.

Ⅲ. Case studies: Kyushu and Tohoku Clusters
In this study two concrete examples are treated 
to analyze the impact of the clusters policies on 
the regional economy: The clusters of Kyushu, 
considered as a success and the Tohoku clusters 
that had more difficulties to develop innovations. 
Such contrasted results allow to compare the 
strong and the weak points of each model and to 
define some important elements that permit to 
increase competitiveness. 

The island of Kyushu turns out to be an 
active model in terms of innovation and in the 
establishment of clusters. By way of proof, the 
second phase of the project has no less than 
3 industrial clusters and an intellectual one23 
resulting from the merger of 3 coexisting units 
on the island. The cluster models in Kyushu 
and especially the one of the semiconductor in 
Fukuoka have always been considered by the 
Japanese government as a role model and their 
evaluation results have always been positive24. To 
such an extent, that it is viewed as a worldwide 
reference in terms of semiconductors because 
of a long industrial tradition in this area with 
strong local historical companies as Nippon Steel 
Corporation (Shin Nippon Seitetsu). The other 

force of the Kyushu cluster is the networking 
between actors, their coordination and their 
ability to open some collaboration with overseas 
clusters. The reason is probably the attendance 
of two charismatic leaders who are working 
actively for the development and the cooperation 
of all the actors of the Island. The main one is the 
Governor of the Fukuoka region: the charismatic 
Wataru Aso who has held the position25 for more 
than 15 years. He is also the head of the National 
Governor’s Association26 of Japan, which makes 
him strongly in favour of the initiatives and of 
the powers given to the local governors. The 
other main protagonist: Hiroto Yasuura from the 
University of Kyushu, is known worldwide for his 
works on semi conductors. He has also worked 
closely and in consultation with big companies 
and acts as a leader for the development of this 
technology within the cluster. The positive aspect 
of the Fukuoka cluster is a true coherence among 
the principal role-players of the network who 
manage to form a strategic alliance. The Fukuoka 
cluster managed to manufacture devices resulting 
from innovation which were also able to break 
away from the Monozukuri, a concept appreciated 
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by the Japanese industrial area. In addition, the 
alliances formed by the cluster with the other 
foreign units allow avoiding the “Galapagos 
syndrom”27, in other words the development of an 
innovative product or service within the country 
and for a unique use in the country itself, even if 
it implies to get out of this worldwide logic and 
to isolate itself.  The worldwide expansion of the 
LSI technology enables to keep the same global 
technological development perspective and to 
highlight the Kyushu trademark. There is no doubt 
that for the years to come the LSI technology 
will witness a new boom with a change in the 
technological needs of our society such as the 3D 
technology for televisions, the thinness of laptops 
or cell phones, or even tablet computers.

The Tohoku region is located in the North 
of Japan, just above the Kanto region and below 
the Hokkaido Island. During the setting up of 
clusters policies, this Japanese area obviously 
decided to create its own clusters in order to 
revitalize a region which up to now had no 
real competitive industries. For cluster policies 
needs, the prefectures of Miyagi, Iwate, Aomori, 
Yamagata, and Fukushima joined forces and 
created on the one hand the Tohoku manufacturing 
Corridor (an industrial cluster) and on the other 
hand the Greater Sendai area (an intellectual 
cluster). However the major difficulty was to 
find an industry that would be suitable and adjust 
to the Tohoku region as several problems were 
encountered when this region decided to apply for 
this Clusters programme. First of all, managing to 
gather these 5 prefectures was not easy, especially 
as every region has its own speciality, and more 
importantly, socio-economic characteristics. The 
other major difficulty in the formation of clusters 
in the region was to find an industry they could 
emphasize in this context. As the main weakness of 
the region and especially of Sendai lies in the fact 
it does not manage to attract big businesses, only 

small businesses with a more traditional approach 
based on the Monozukuri or the manufacturing. Of 
course the Monozukuri concept was assimilated 
to the innovation concept in Japan28 but with the 
internationalization, this concept more centered on 
the manufacturing of “things” seems to be passed 
by some high-tech priorities29. The Tohoku region 
however did try to play on this aspect by basing 
its industrial cluster in it, calling it the “Tohoku 
manufacturing Corridor” (or Tohoku Monozukuri 
Corridor), and by focusing its industry on 3main 
fields: the automobile, the semiconductors and the 
medical instruments. The aim of this cluster was 
therefore to create some traditional manufactured 
products but usable for advanced technologies, 
such as the 3 mentioned above. However the level 
of technological development is not as important 
as one might think, as the manufacturing of 
medical instruments is limited to the making of 
tools such as scalpels or scissors, by a consortium 
of 170 companies. 

The reason for the malfunction of the Tohoku 
cluster is without a doubt the creation and the 
use of the network, though it is viewed as a key 
element in the functioning of clusters. Unlike the 
Fukuoka region where the links between actors 
are strong, with a constant flow of information, 
the region of Tohoku is having trouble to impose 
the formation of competent networks to its actors. 
Indeed the Tohoku region includes all the key 
elements to the formation of clusters, in other 
words: the companies, universities research labs 
and a local administration; however each of these 
elements has its flaws which are an obstacle to the 
building of clusters.

Therefore the territorial organization and a 
solid network building based on actors’ mutual-
trust seem to be the condition to strengthen the 
competitiveness of a cluster. However nowadays a 
huge gap of power still exists between the Central 
and peripheral government in Japan and does not 
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look forward to reduce. Territorial reorganization 
and especial ly  power delegat ion through 
decentralization process is considered as a way to 

reinforce local innovation competitiveness, and in 
an era where regions became actors it is important 
to attribute some initiative powers to local entities.

Ⅳ. Territorial reorganization and political decentralization to 
strengthen innovation

A redefinition of the spatial area on a territory 
can influence every domain of a State. The 
administrative restructuration can change the power 
balance between actors and give a higher initiative 
field to the “weak” levels. In the 21st Century, 
during a globalized era, regions are becoming 
important economic actors and reinforcement of 
national industrial potential is deeply linked to the 
initiative that the decentralized bodies can take by 
their own. For instance European Union decided 
since 2006 to support the regional governance 
system in generating policy making to strengthen 
the Regional Innovation System. Members of 
the European Union also decided to enlarge and 
reinforce the initiative of the local autonomous 
body: in France an important decentralization 
reform occurred in 2004 and introduced the 
Region as a core of local economy and industry. 
This process cannot be seen in federal countries 
such as the United States where federal States have 
already their own autonomy and competence to 
manage the local industry.

Furthermore decentralized society is seen 
as more flexible to external competitiveness in 
contrast to centralized State, even democratic, 
controlled by the Top that would not take the 
risk of changing radically their policy for new 
technological project. A capacity of switching 
to new technological or industrial domain is 
much stronger in decentralized government 
and so decentralization could be considered as 
an essential frame for innovation perspectives. 
For social scientists this idea became a sort of 

“accepted wisdom”: decentralized governments 
are widely seen as agile, competitive and well 
structured to adapt to innovation’s gale of creative 
destruction (Taylor, 2007). 

 This process can be explain by the fact 
that now a days, all over the world, political power 
has been redistributed to regions in decentralized 
or traditionally centralized countries on the way 
to be decentralized. For instance European Union 
members are in a geographical alliance process 
in order to maximize its economical power. But 
in paradox, benefits increasing process cannot 
be efficient if  EU’s huge new political and 
transnational structure is not decentralized30. Also 
from a macroeconomic point of view, biases on 
decentralization have changed and the former social 
scientific idea that decentralization can protect the 
market and make a more efficient government31 
has been criticized at the end of the 20th century. 
New arguments against decentralization, and 
especially federalism, developed it negative impact 
on fiscal and monetary decisions32. Therefore 
decentralization can affect the technological 
innovation, strongly linked to a long-term 
macroeconomic management and performance.

However to define the influence of the 
decentralization over the innovation industry it is 
important to define the type of decentralization 
process. The effect can be different if the 
decentralization is vertical, with the transfer of 
few competences from Central government to 
local governments, or horizontal, with a share 
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of executive and judiciary power between both 
governments. Also the degree of decentralization 
is an important factor that can determine the 
strength of a local industry; if decentralization 
is pushed to the extreme level by creating a 
federalism process, the scope for making policy 
will be stronger and Central government will 
have a limited control on it. Nevertheless, actors 
of the vertical and horizontal decentralization 
form a “policy community” sharing common 
resources and aiming to produce a collective 
output. To reach the same objective, members 
of the “policy community” have to be selected 
and interdependent in a stable configuration. 
For instance Maurice Wright (1988) is using the 
“policy community” concept to study a policy 
network between government and industry, but 
also argues that the norms of policy and behavior 
at different levels have to be analyzed with more 
attention.

Analysis of the political decentralization 
points out that governmental structure has 
impact on the national innovation system. (1) 
Horizontal and vertical decentralization increase 
the implication of actors in the innovation 
process. This affects not only the financial aspect 
as funding but also the research and innovation 
efforts by the fact that more actors are involved 
and more technological needs and seeds will 
rise. (2) However the downside of the former 
aspect is the increase of the competition between 
decentralized bodies. According to federalism 
scholars the major risk of generating a competitive 
“race to the top innovation” between autonomous 
entities is to create a “Delaware effect33” and 
to let them such a larger and uncontrolled legal 
autonomy (Subramanian, 2004). In order to avoid 
such a situation this concept has evolved into the 
“market-preserving federalism” in which local 
government actions are controlled to establish 
policies in favor of the market and public goods 

(Weingast, 1995). (3) Local policymakers have 
more efficient information to provide to innovators 
concerning local situations. They have a proximity 
advantage that allows them to establish policies 
adapted to local environment and their autonomy, 
delegated by the decentralization, allows them 
a few initiative liberties letting them out of 
the national administration’s control. From an 
economic and sociological point of view the 
local public goods production is better and much 
appreciated than centralized national goods 
(Tiebout, 1956). This reality does not mean that 
national legislators do not have to interfere with 
local business but that the “local brand” is an 
important condition to increase competitiveness 
of an innovation. (4) Political decentralization 
makes the autonomous body less exposed to 
lobbying group influence because the local policy 
is more complicated and various to control than 
the national one. A national initiative is more 
exposed to different institutions opinions but if 
the policy is nationwide, the interest group will 
have much more difficulty to express their opinion 
case by case because each local body has its own 
liberty of policy interpretation. Technological 
changes and needs are different from one State to 
another and local innovation is free to follow or 
not the national guideline. According to Mokyr 
(1990, 2002) the innovative advance of Europe 
compared to Asia during the 20th Century can be 
explained by this capacity for the countries to set 
up a decentralization process to let a larger option 
to local bodies for creating its own innovation 
policies and products. But Mokyr also argues that 
decentralization is necessary but not sufficient for 
innovation, a theory also supported by Drezner 
(2001) who thinks that other external factors are 
involved in the innovation process.

Political decentralization can be a vector of 
innovation increase but it is important for the 
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Central government to establish a shape balance 
of power with local governments to find the most 
efficient policy. In Japan the case is similar and 
the Government has made effort during decades to 
decentralize their political power step by step and 
the innovation rates seem to have been impacted.

Notes
 1 See Porter (1998) and the “Diamond model” to understand 

the competitive position of a nation in global competition.
 2 See Etzkowitz and Leydersdorf (2000; 2002) about the 

University-Industry-Government relations.
 3 In  th i s  s tudy  the  word  “ reg ion”  i s  used  as  i t s 

geographical definition and does not refer to a name of an 
administrative division as the French “Région”. Also for 
the Japanese case the words “Prefecture” (Todofuken) and 
“municipalities” (Shichoson) will be used to mention the 
administrative divisions.

 4 In the early 1980’s Michel Callon and Bruno Latour (with 
John Law) of the Centre de Sociologie de l’Innovation 
(CSI) of the Ecole Nationale Supérieure des Mines de 
Paris developed the Actor-Network Theory that explains 
how actor-networks get formed, hold themselves together 
or fall apart. This constructivist theory explains the way 
actors are rationally linked (but not “how”) and analyze 
the incommensurability of elements and interests (process 
called “translation”). This theory is practically used in 
firms to establish a new system of leadership and action 
for innovation issues.

 5 This innovation system concept has been inspired by the 
“national system of political economy” theory established 
by Friedrich List in 1841. Lundvall himself admitted the 
inspiration source.

 6 Freeman has used these words in 1988 in his study of the 
Japanese economy success, but at that time the definition 
was only used to describe the specific Japanese case. Few 
years later he applied this concept to a global economic 
theory. The “National Innovation System” of 1988 and the 
“National Innovation System” of 1995 are quite different 
in their essence though.

 7 Nelson (1992) tried for instance to define a model of 
National Innovation System based on the studies of 
fourteen countries however the studies were before 
all descriptive and were not focused on the core of 
the systems approach. Even though Nelson manage to 
establish a double layer evolutionist theory on National 
Innovation System based on the fact that 1) innovation is 
an interactive process and 2) the industrialization of the 
innovation results on a force of the market.

 8 Also see Patel and Pavitt (1994) and Metcalfe (1995).
 9 This Diamond Model can sometimes be found with an 

additional external and independent factor which is the 
“Chance”. Porter himself defined “chance” events as the 
ones that have little to do with circumstances in a nation 
and are outside the control of firms. Chance could be 
significant shifts in exchange rates, wars or decision taken 
by foreign governments. It plays its role by altering the 

four main conditions in the diamond model.
10 See Saxenian, 1994 
11 Raines compared Porter’s model to local models that 

integrate local factors such as “Local innovative milieu” 
or the “regional innovation system”.

12 See Chesbrough, 2003.
13 Ministry of Economy, Trade and Industry
14 Industrial districts have a long history in Japan, for 

more details see among others Whitaker, Hugh D. 1997, 
Yamawaki Hideki, 2001

15 Ministry of Education, Culture, Sports, Science and 
Technology 

16 For more details on the Basic Plans, see Hattori Akira 
2006.

17 Four domains of activity were selected : life science, IT, 
environment and nanotechnology

18 The 19 initial clusters were reviewed after a first-term 
final evaluation of the METI (through RBETIs), five were 
eliminated, nine were modified, five others continued and 
three new ones were created.

19 In 2006 the national budget for industrial clusters was 
30 billion yen for 19 projects, and only the fund for 
international development has increased between 2006 and 
2007: 14.1 billion yen to 15.5 billion yen (Sakai 2007).

20 Although MEXT is supporting 48 City Area Programs, the 
paper will mostly focus on Knowledge clusters which are 
the most representative of MEXT cluster plan.

21 The government budget for 2004 was about 9 billion yen 
and 10 billion yen for 2005

22 Staffed by a President, a Project Director, a Chief Scientist 
and other members, and including S&T coordinators or 
advisers like patent attorneys.

23 Kyushu Recycle and Environmental Industry Plaza 
(K-RIP) and Kyushu Silicon Cluster Project have existed 
since the beginning of the cluster policies, and the Kyushu 
Bio Cluster Project was added during the second phase of 
the project in 2006

24 These evaluations were carried out by MEXT. The list of 
criteria and the results are available on: http://www.mext.
go.jp/a_menu/kagaku/chiiki/cluster/index.htm 

25 Elected at the Fukuoka Prefecture in 1995 and reelected in 
1999, 2003 and 2007.

26 National Governor’s Association, founded in 1947 and 
whose aim is to develop cooperation between different 
prefectures, but these last years their main claim has been 
to get higher power compared to the central government. 
Governor Aso is still at the head of this association after 
3years : http://www.nga.gr.jp/index.php 

27 The « Galapagos syndrom» or « Galapagosisation » term 
refers to the Island with the same name whose living 
beings followed a different evolution from other living 
beings found elsewhere. In Japan, this term alludes to 
the cellphone market, which is more advanced than in 
any other country, but whose use is typical of Japan and 
incompatible with the other cellphones in the world.

   See Nomura Sôgô Kenkûjo. 2008, Feb.13. Garapagosuka 
suru Nihon (ガラパゴス化する日本、The Galapagos 
Syndrom in Japan), in NRI Mirai Navi.

   See Tabuchi, Hiroko. Why Japan’s cellphones haven’t 
gone global?. in The New York Times, 2009, July 19.

28 Fujimoto, Takahiro. 2007. Monozukuri Keieigaku – 
Seizôgyô wo Koeru Seisan Shikô (ものづくり経営科
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学－製造業を超える生産指向、The Management 
of Monozukuri : Creative principles over productions), 
Kôbunsha Shinsho, Tokyo.

29 Though, the Japanese government passed in 2000 a 
specific law to promote the production, the export, and 
the training to these traditional techniques: Monozukuri 
Kiban Gijutsu Shinkô Kihon Hô (ものづくり基盤技術
振興基本法、A law on the development of manufacture 
techniques).

30 Some States based their decentralization process on 
local autonomy and ethno-cultural divisions meanwhile 
they knew that long-term competitiveness of a region 
is not possible without decentralization. Promotion of 
technological progress, sustain of innovation-driven 
economic growth and a long-run competitive advantage 
over centralized States are in fact the real motivations to 
continue establishing a decentralization process in the 
European Union (Commission on European Communities, 
1988; European Commission, 2003).

31 According to Charles Mills Tiebout (1956) and his 
“Tiebout Model”, in local governance there is in fact a 
non political-solution to the “free rider problem”. Mancur 
Olson established the theory of the free rider a few years 
later (1965) and modeled the link between local population 
and their rational collective action for the economic 
evolution of the local entity.

32 Jonathan Rodden (2002) discovered a vicious circle in 
which financial transfer from Central government to local 
governments and the capacity of the regions to take on 
external debt on their own can actually generate a threat 
to force the Central government to attribute more grants 
and subsidies. State has to control and to limit the local 
government loan in order to avoid a regional bankruptcy 
and to minimize the impact on national funding.

33 The concept of the “Delaware effect” refers to the situation 
where different States of a country are in competition 
one with another to attract business investment and one 
of them, to be more attractive than the others, improves 
special laws, tax rules and also environment regulations. 
Then a concentration of attracted firms will be created in 
this advantageous State, and the rest of the country will be 
industry-neglected (Oates, 1972). This situation existed 
during the 1970’s in the USA when the Delaware State 
enacted some industry advantage laws and attracted a lot 
of big firms to become an important industrial area. Then 
the legal competition between States has been criticized 
and national control and regulation of competition have 
been reinforced to avoid this situation (Cary, 1974).
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