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Introduction

Most cities maintain a political consensus that 
promoting growth is the economic role of regions 
because it aligns the incentives of various political 
factions and interest groups. These local ‘growth 
machines’ (Molotch, 1976) have been strongly 
influenced by literature on ‘industrial districts’ (Piore 
and Sabel, 1984) and ‘regional clusters’ (Porter, 
1990; Porter, 2000) as the key to driving growth 
by creating a competitive environment that forces 
firms to innovate, as well as assisting businesses to 
acquire necessary resources (Porter, 1998). Clusters 
began as a ‘chaotic concept’ as it struggled with its 
definitions of scale, scope, and precise measurements 
(Martin and Sunley, 2003), but because of heavy use 
by policymakers, the concept has come into focus 
to become the underpinning of modern economic 
development policy. Academic research centres and 
professional organizations now connect academics 
and practitioners from around the globe. Examples 
include the University of Toronto’s Institute of 
Competitiveness & Prosperity (ICP) and Harvard 
University’s Institute for Strategy & Competitiveness 
(ISC). The TCI Network “reaches out to 9,000 
practitioners from development agencies, government 
departments, cluster organizations, academic 
institutions, companies and multilateral organizations 
in over 110 countries” (TCI, 2017).

With the ability to deploy only limited resources, 
governments are more likely to benefit from cluster 
policy by building upon current industrial strengths 
and knowledge assets (Florida et al, 2016). This reality 
has fed into to an ‘evolutionary turn’ in economic 
geography where historic path-dependent processes 
‘lock-in’ the economic possibilities of cities and 
regions going forward (Martin & Sunley, 2006). Path 
dependence, in short, means that past decisions 
constrain future decisions. Now more than ever, 
regional comparative advantage is obtained through 
pre-existing ‘embedded knowledge’ (Granovetter, 1985) 

and social dynamics (David, 2005) of a place instead 
of their natural resource endowments. Recently, more 
attention has been paid to the role of anchor firms and 
anchor institutions, in acting as ‘network orchestrators’ 
(Dhanaraj and Parkhe, 2006) or ‘gatekeepers’ (Giuliani, 
2007) within these clusters.

This discussion paper lays out a future research agenda 
on the role of anchor institutions within clusters for 
Ontario’s mid-sizes cities. This research is intended 
to accomplish three interrelated goals: (1) discuss 
the considerations of economic geography research 
literature as it applies to Ontario cities; (2) uncover the 
economic specializations of Ontario’s mid-sized cities 
by identifying which clusters in which cities should 
be targeted for further investment and expansion; and 
(3) identify major anchor firms and anchor institutions 
in each city that could be partner firms in such an 
investment strategy. The foundations of this research 
have been laid by previous research about knowledge 
economies and clusters in the Canadian context 
(Spencer et al. 2012; Spencer, 2013; Florida et. al, 
2016). However, the contribution of this upcoming 
research is to (1) update the findings with forthcoming 
2016 Census data and (2) advance the methodology by 
placing greater emphasis on the role of anchors in mid-
sized cities.

Making the case: academic 
literature and methods review

Path dependence and knowledge networks

Although the role of knowledge has recently taken 
centre-stage in economic geography, the concepts 
are not new. Ideas akin to ‘path dependence’ can be 
found as early as Carl Menger’s (1883) ‘institutional 
emergence’ and Thorstein Veblen’s (1898) ‘cumulative 
causation’, but Marshall (1890) was the first to argue 
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that the concentration of an industry will generate 
knowledge spillovers between firms, and therefore lead 
to further growth of that industry and of that city. 
Jacobs (1969, 1984) further argues that the cramming 
of individuals, occupations, and industries into close 
quarters creates an environment that generates 
innovation as ideas flow quickly from person to person. 
Current theories rose to prominence in the 1980s, with 
academic work by Paul David (1986, 1988, 1992, 1994) 
and W. Brian Arthur’s (1988, 1989, 1994), but became 
popularized through Michael Porter’s The Competitive 
Advantage of Nations (1990). 

The role of the region is now to incubate “the 
embeddedness” of social and economic processes 
(Granovetter 1985), also known as “untraded 
interdependencies” (Storper, 1997) or “social capital” 
(Putnam, 2000). This means developing the networks 
of people and firms that are molded together by market 
exchanges, user-producer relations, and everyday 
interactions which are critical to the continual 
development of new information, knowledge, and 
learning that provides a region with a competitive 
advantage (Lundvall, 1990; von Hippel, 1987). Firms 
co-locate in order to decrease transaction costs 
between them, particularly in order to ease the flow of 
information through the accumulated tacit knowledge 
of a place (Appold, 1995, Gertler, 1995; Maskell, 2001). 
Because of this, knowledge flows better through 
networks of interpersonal communication within 
constrained spatial boundaries (Jaffe, 1993; Audretsch, 
1998). Lundvall (1988) stresses the importance of a 
common culture and language shared by users and 
producers, to facilitate the transmission of highly 
encoded information during an era of rapidly changing 
capabilities and processes. 

Furthermore, organizations’ regular routines can 
embed the necessary institutional knowledge to 
coordinate relationships and further collaborations 
(Westney, 1988; Romero-Martínez and Montoro-
Sánchez, 2008). These interpersonal networks provide 
a ‘stickiness’ (Markusen, 1996) quality to the 

knowledge and therefore form the basis of a 
comparative regional economic advantage. A product 
can be copied and manufactured elsewhere, but the 
knowledge networks that designed, tinkered, and 
perfected that product cannot be exported. This 
territorial specialization, generated via social capital 
and tacit knowledge, is necessary for regions to buffer 
against ‘Ricardian competition’ - competition purely 
based on prices for inputs (Porter, 1990; Patel and 
Pavitt, 1992). 

While the internal structure of regions is vitally 
important, it is essential to understand how clusters, 
skilled workers, and regions connect to the global 
economy (Scott, 2001; Wolfe & Gertler, 2004). The 
concept of ‘global production networks’ builds from 
Global Value Chain (GVC) literature by making more 
direct connections between global networks, regional 
development, and local cluster dynamics (Henderson 
et al, 2002; Coe et al, 2004). Maintaining this flow 
is particularly important for those regions who are 
on the periphery of the global production network, 
referred to as specialized suppliers (Guerrieri  
and Pietrobelli, 2004) or satellite industrial districts 
(Markusen, 1996), because failure to do so may 
disconnect the region from global production networks 
leading to it becoming too inward-oriented and 
economically stagnant (Saxenian, 2002; Bathelt et 
al., 2004). The challenge for the region then lies in 
providing labour and capital incentives to remain 
in the region long-term and allow the survival of 
knowledge-producing communities (Storper, 1997: 
131, 155; Storper and Salais, 1997; Florida and Kenney, 
1990; Glaeser, 2004). 

A product can be copied and 
manufactured elsewhere, but the 
knowledge networks that designed, 
tinkered, and perfected that product 
cannot be exported. 
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urban economic decline. Within the context of the 
creative class (Florida, 2002; Glaeser et. al, 2001), 
cultural institutions have become recognized as “a 
potential generator of jobs and tax revenues rather 
than [an] expendable luxur[y]” (Strom, 2010: 367). 

Austrian (2000: 103) describes the role of anchor 
institutions and supporting organizations as “critical 
components of the cluster” and “crucial factors to the 
cluster’s competitiveness”, but for economic growth, 
they are insufficient on their own. Firms can capture 
knowledge spillovers and commercialize research 
and development through what Cohen and Levinthal 
(1989) call their ‘absorptive capacity’. Cohen et al. 
(2002) emphasize the importance of university–
industry knowledge transfer. Spencer (2013) finds 
that clusters with an anchor firm present are more 
productive for reasons that may include acting as 
hubs in supply chains, greater activity in global trade, 
and more investment into research and development. 
Agrawal et al. (2003) writes that anchor firms benefit 
from economies of scale and scope, allowing them to 
add additional research and development expertise 
at a lower cost by spreading specialized skills and 
equipment over multiple projects. It also allows them 
to engage in large-scale manufacturing and enter 
foreign markets. The positive externalities of anchor 
firms create an environment for smaller firms to thrive. 
In addition, “new spin-off industries are likely to be 
created from the core of innovative companies. All 
this activity increases the linkages within the local 
economy” (Malizia & Feser, 1999: 183). Feldman 
(2005:219) writes, “anchor firms located in bounded 
knowledge rich environments are expected to realize 
higher rates of innovation, increased entrepreneurial 
activity, and increased productivity due to the localized 
nature of knowledge creation and deployment.”

The positive externalities of anchor  
firms create an environment for smaller 
firms to thrive.

Anchor firms and anchor institutions

An ‘anchor tenant’ is a large department store within a 
retail shopping complex that smaller stores, by locating 
in close proximity, hope to capture the traffic and 
other externalities generated by the anchor (Pashigian 
and Gould, 1998). Evergreen CityWorks defines ‘Anchor 
institutions’ as “large public or non-profit institutions 
rooted in a specific place, that once established tend 
not to move locations, such as hospitals, universities or 
municipal governments. Anchor institutions also include 
cultural institutions (e.g. museums and community arts 
centers), libraries, community foundations, faith-based 
institutions, and community colleges. They are large 
contributors to the local economy and have a vested 
interest in the long term growth and success of the 
neighbourhoods around them.” 

Anchor institutions tend to play a stabilizing role in an 
economy because they are often insulated from 
macroeconomic trends. Most academic literature 
focuses on universities specifically, but the findings 
may be more generally applicable to other types of 
anchor institutions as well. Markusen (1996) refers to 
universities and other government research entities as 
‘state-anchored industrial districts’ in the technology 
sector. Gertler and Vinodrai (2005) emphasize the 
positive effect universities have by attracting and 
retaining talented students and academic staff. 
Universities can draw domestic and international 
students to live in a city who contribute to the local 
economy through spending and provide flexible part-
time labour (Munro et al., 2009). Universities are also 
significant purchasers of local goods and services that, 
magnified by multiplier effects, have considerable 
direct and indirect impacts on their wider local 
economy (Siegfried et al., 2007). The impact is 
amplified for research universities located in peripheral 
regions because they become the nucleus of innovation 
in a region (Boucher et al., 2003). O’Mara (2012) shows 
that the relationship between city-based research 
universities and surrounding communities have become 
of great mutual importance, particularly to those facing 
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Methods

This research aligns with policies set forth by the 
Ontario Chamber of Commerce’s Cluster Development 
Seed Fund and the Province of Ontario’s Partnerships 
for Jobs and Growth Act, 2014. It builds off previous 
studies on anchor firms, high-growth firms, and 
industrial clusters in Canada (Spencer et al. 2012; 
Spencer, 2013; Spencer, 2014) and adds a component 
on anchor institutions. Economic clusters will be 
identified in line with Spencer et al. (2010) using 
groupings of four-digit North American Industry 
Classification System (NAICS) codes that display high 
levels of co-occurrence, significant scale, and scope 
(related variety). Anchor firms will be identified as all 
of those with a minimum of 500 on-site employees, 
whereas anchor institutions will be the three biggest 
employers in the public/non-profit sectors. By looking 
at both cities and the larger metropolitan statistical 
areas (MSAs) in which they reside, comparisons can be 
drawn out about the regional dynamics of the cities 
within their regions. 

Current status and  
future research

This research is dependent upon the release of the 
2016 Canadian Census data for industry and occupation 
groups, which is occurring in November 2017. Once that 
occurs, the research can commence and preliminary 
findings should be available as soon as early 2018. 
In the long run, this research will be compared to 
earlier studies done on data from 2001, 2006, and 
2011 to show the shifting nature of the clusters and 
anchor firms/institutions that compose the economy of 
Ontario’s mid-sized cities.
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