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Learning orientated localisation strategies: empircal evidence
regarding some value creation processes in Italiaiirms

Francesco Napoli

Abstract

In this paper it is argued that the territory ofiadustrial district is not only the geographicahtext in which
economic activity takes place, but the place inclhgertain knowledge resources which are critioalpfoduc-
tion are created, accumulated and shared. At thee sane, the district boundaries are actual barrterthe
transferring outside of knowledge which was gereetatiside the district. Consequently, it is argtleat a nota-
ble difference in the stock of knowledge existsasetn firms within and outside a district. Stratedjic the pro-
spective is that, if district knowledge resourcesravcritical for attaining-maintaining competitiaglvantage,
given that they can not be replicated outside t&ict, then firms which are external may be emaged to
move into the district in order to acquire this Whedge. Such localisation increases firm capabilitycreate
value.

Keywords: Location paradox — Knowledge — Industrial Dissiet Absorptive Capacity — Gatekeeper — Re-
search and Development

1 - Introduction Today, though, numerous scholars and operators
ask themselves about the destiny of Italian indlstr

This paper is based on tho¢ation paradok phe-  districts, given the energetic processes of ecomomi
nomenon, as it is called in the international sgat ~ globalisation. By adopting the analysis of sectod a
literature (Enright, 1998). competition associated with the work of Porterisit
The location paradox phenomenon can be syntnderlined that, in the present market climate rape
thesised as the contradiction which exists betweeid €fficiency alone is no longer sufficient to gam-
globalisation of the world economy and the conceni€€ ltalian district firms a long-term, sustainable
tration of a particular activity's competitive adwa COmpetitive advantage. This is because of the emer-
tage in a limited geographical context, the distric ~ 9ence of international competitors that can exploit
Many important international authors on firm more advantageous conditions reg_ardlng labour costs
strategy, not least Porter (1990), have become in@nd the supply of factors of production.
volved in the study of the phenomenon. They have It is evident that the adopting of Porter's sector
defined the distinctive characteristics of theidal ~and competition analysis model would mean denying
industrial sectors, which were the most competitivethat Italian industrial districts might represent ex-
on an international level, as disconcerting: onghe ~ @mple oflocation paradoxin the future too. What is
hand, their success is due to the exporting dyrmamis More, the dissolution of the Italian districts, thetu-
of small and medium sized firms while, on the otheral consequence of the eventual, intensive presess
hand, they were concentrated in given areas of thef €conomic globalisation, is something which has
national territory. In another work, Porter (1998}  been theorised about by well-known representatives
scribed clearly the reasons behind this apparematpa Of international literature for some time (Amin, 9
dox, which also justify the growing tendency toward Amin, Robins, 1990). _
the geographical concentration or, rather, thestelu ~ Starting from different assumptions and theo-
ing” of certain economic activities. These reasares  retical contributions, which identify knowledge e
the greater operating efficiency obtained by firms ultimate source of competitive advantage for fiys-s
clusters, due to the high level of specialisationttms and territorial productive systems, this paper
achieved and the contemporary presence of efficierims to verify empirically whether, given the cutre

mechanisms for coordinating their activities. process ofglobalisation of the world economyhe
Italian industrial district can continue to be thmeair-
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row geographical context in which competitive ad-2. Framework of reference
vantage in the practice of a particular activityden-

centrated The theory guiding this study is based on some con
In the following section, a definition is made of a tributions by economic geography and firm strategy.

theoretical framework which adopts concepts formu-

lated on the basis of the most recent theoriesrof f 2.1, Recent findings for tacit and codified

strategy and the geography of innovation. It is exknowledge in economic geography
pected that a theoretical framework will be fortimzo

ing which will interpret the territory not as a geo The first contributions provided by internationét |
graphical context for economic activity, but as theerature, dealing with knowledge in industrial digt
place in which certain knowledge resources that ar@s 3 factor which can explain the superior perform-
critical for production are created, accumulated an gnce of the firms which comprise them, are stublies
shared. Strategically, the prospective is that éhessome Italian scholars (Brusco, 1996; Becattini,-Rul
critical knowledge resources are a lasting souffce ggn;, 1996). In their work, concepts such as fttaci
competitive advantage as a result of their bei@iin  and “codified” knowledge have been called upon to
table, i.e. they can not be replicated by othendir  explain what kind of innovation industrial distscare
which do not belong to the district. good at producing, and why. Codified knowledge is
This research is aimed at identifying empirically described as general and abstract: understanding it
the benefits firms which did not develop in a pari  may require high education levels, and also some pe
lar industrial district would gain from relocating sonal contacts, but no common social background_
there. Codified knowledge, that is, can be easily transfir
Therefore, in section 3, first of all the hypottsesi gutside its context of generation. On the otherdhan
will be formulated that firms which are externalthe tacit know|edge can on|y be understood by peop]e
district find it difficult to replicate the knowlgﬂe re- who have shared the same persona| experiencesy and
sources present within the district. This might en-possibly contributed actively to its generationefig:
courage external firms which wish to absorb the disfgre, the existence and diffusion of tacit knowledg
trict knowledge to relocate to the district. Losalion requires the pre-existence of a community of people
might take place through acquisition of alreadysexi  rich in social links and endowed with a common cul-
ing district firms. tural background. In this sense Becattini (1990 39
Besides, in section 3, the hypothesis is made thaiad already defined a district as: “A socio-ecoromi
locating in a district can lead to an increaseirimg’ entity which is characterized by the active presesfc
capacity to create value from their own assets. both a community of people and a population of §irm
Both of these two hypotheses are closely associn one naturally and historically bounded area”.id/h
ated with theocation paradoxconcept as it is under- codified knowledge is implicitly seen as resporsibl
stood today by geographers of innovation (Feldmangor major technological and scientific breakthrosgh
Florida, 1994; Feldman, 1994; Asheim, Gertler,tacit knowledge is described as the necessaryfoool
2005): knowledge of economic relevance tends to bganslating them into economically viable innovato
concentrated in specific places and globalisationrhat js, the two are seen as complementary. However
processes tend to reinforce this concentration &her exploiting this complementarity requires tacit kil
fore, from this prospective, a firm which sellsaade  Thus, industrial districts, which, by definitionely
part of its prOdUCtion abroad will choose new loszal upon |0ng_estab|ished and homogeneous social net-
ing contexts, possibly those of Italian districis, as  works, are best placed to diffuse and produce tacit
to exploit not better labour cost or legislativend knowledge. In addition, as long as they manage to
tions, but specific local knowledge (Gereffi, Hum- gain access to codified knowledge, they will belwel
phrey, Sturgeon, 2005). ositioned for combining the latter with their own,
In section 4, the empirical research is presentedyng appropriating the results.
together with deSCfiption of the data, variablesl an More recenﬂy, some research into the geography
methodology. The research will use econometricof innovation (Bresnahan, Gambardella, 2004;
models constructed by applying variables which will Asheim, Gertler, 2005) has shown how not only tacit
be measured using classical firm quantitative methgnowledge, but also techno-scientific knowledgeehav
odologies; methodologies relating to the quantfyin strong localising tendencies, notwithstanding thet f
of intellectual capital and others which regard theihat, by nature, they lend themselves to beingfigatli
performanceof innovative processes. According t0 and communicated via the normal channels of scien-
international literature, the latter are an impotta tific communication (periodicals, conferences and s
element within the firm’s capability to create valu on). This is particularly true for thereationprocesses
(Hitt et al 1997; Tsai, Ghoshal, 1998; Molina- of scientific and technological knowledge, givemtth
Morales, Martinez-Fernandez, 2004). such knowledge is not codified in the experimental
The results will be discussed in section 5. phase, and interpersonal contacts become fundamenta
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for generating new technological knowledge. With The Italian industrial district may costitute the
this prospective, three economic reasons may lre ide geographical context in which knowledge useful for
tified which can explain the important role whi@r-t firm production is concentrated and might become a
ritory can play in innovation processes. First bf a node within theglobal value chainsvhich are becom-
spatial vicinity promotes the transmission of imfig=  ing common in the present context of globalisatibn
tive elements which are particularly critical icl@o-  the processes of industrial production. The term
logical application and which, usually, do not girc global value chairrefers to the phenomenon of trans-
late along the traditional channels of scientifame  national distribution of the various productive igiet
munication. One interesting example is thaewbrs, ties which make up the chain of created value tier t
a factor that can not be eliminated from any inrovafinal consumer of a particular product.

tion process, but which is not the subject of confe The phenomenon @fiobal value chaindas been
ences, seminars or scientific articles in speadlis the object of numerous studies since the capillary,
periodicals. It is not easy to learn about themneve pervasive diffusion of new information and communi-
through imitation orreverse engineeringgiven that cation technology permitted cheap coordination of
only the best solutions, chosen first by experirent productive processes on a transnational scale fiGere
activity and then by the market, are included ia th Humphrey, Sturgeon, 2005). Therefore, within the
final product. It is possible to know about theoest  present context of globalisation, new technologies
on the other hand, if one is near to someone whtow full exploitation of specialisations which ageo-
commits them: working within a district, then, help graphically spread throughout the world. In thierk-
you know early about errors committed by someondure (Bair, Gereffi, 2001; Gereffi, Humphrey, Stur
who is experimenting with something new and, theregeon, 2005):1. firms acquire a decisive advantage
fore, indicates which paths it is best not to takewhen they are able to utilise knowledge and “specia
Knowing about errors allows firms, therefore, toisms” from around the world rather than producerthe
economise knowledge. themselves or acquire them localB;industrial dis-

A second reason is that researchers need a cotricts, orclusters,become important to the extent that
tinuous rapport with leading scientific institutor-  they possess knowledge and specialisations whih ar
such as universities, research centres or thed&dpor relevant within worldwide networks
ries of leading technological firms themselves— and  The literature has dwelt upon the opportunity of
these have a well-defined domestic base. In thd thi leader firms in lItalian districts to partecipateead
place, the principle of reciprocal positive extdities  quately in the global value chains so as to gatess
applies: working within a group of excellent re- to knowledge which is not available locally and eom
searchers raises the quality of one’s own worktaed bine it with district knowledge, a process which
probability this will occur increases with the nuenb would clearly benefit the whole local system
of specialised researchers present in the locétisys (Chiarvesio, Micelli, 2007; Cor0, Rullani, 1998;
After all, the spatial concentration of researcherd  Sammarra, 2003; Zucchella, 2006). There is, though,
the specialised professional community provides the lack of empirical studies of the opportunitiesitth
creative classes with elements of social identitgd a moving to the district holds for external firms. &h
reputation, so further feeding the localisationgess importance which such studies could hold for scien-
(Saxenian, 2002). tific knowledge about the district has, though, rbee

In the USA, there are well consolidated studiesindicated by Grandinetti and Zoratti (2003) whoaass
on Silicon LandscapeandHigh-Tech Cluster¢Sax- ciate investments made by external firms with the
enian, 1994; Bresnahan, Gambardella, 2004) whiclpresence in the district of knowledge, skills aath+
show how important geographical concentration iis fo tionships which are of importance for competitivk a
the success of a high tech firm. vantage in the specific sector. The aim of thisgpap

With regards the importance that the territoryto extend analysis further in this direction, hight-
might have, some authors reformulate, on a cognitiving the fact that research and maintanance of cbmpe
level, thelocation paradoxconcept in the following tive advantage might encourage an external firm to
terms: economically relevent knowledge tends tdocalise in a district. The framework, though, Istil
concentrate in specific places which the globélisat needs to clarify how, when and why district knowl-
process tends to reinforce (Feldman, Florida, 1994edge can be the source of competitive advantage fro
Feldman, 1994; Asheim, Gertler, 2005). a specifically strategic point of view.

The application of these concepts to Italian in-
dustrial districts has induced the literature tggest 2.2 Recent findings for knowledge re-

that, in reality, the districts can not be assedgtst  soyrces of district firmsin strategy studies
with traditional forms of production, but ratherath

they are well suited to the analysis of all thastdé  In this paper, the term ‘industrial district’ asfided
where it is difficult to standardise and programmepy Becattini (1990: 39) is used, namely, “A socio-
production much in advance (Rullani, 2002). economic entity which is characterized by the activ
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presence of both a community of people and a popuysractices, unique institutions and multiple links
lation of firms in one naturally and historically among actors (Porter and Sélvell, 1998).
bounded area”. Thus, it may be said that an in@istr In a dynamic vision of the firm, Foss (1996) sug-
district is comprised of numerous small firms en-gested that some characteristics of the individiual
gaged in related activities and which are located i and the systems of capabilities might also be facto
clearly identifiable community. This “togetherness” that could account for the benefits that firms abta
implies a cultural homogeneity that gives rise to a from belonging to the districts. Since lock-in tcex-
atmosphere of co-operative and trusting behavior itain course of path dependence, and the absorptive
which economic action is regulated by implicit and capacity (Cohen, Levinthal, 1990) also has indigidu
explicit rules (Lazerson, Lorenzoni, 1999). firm and systemic levels, district firms can be mor

It is argued that the competitive factors of the in successful, for instance, in their adaptation toribw
dustrial district can be related to recent firmatdgy technologies than firms from other areas. Some au-
research. This argument clearly coincides with ahors have sought to build on insights from indastr
number of other studies, of which some of the moralistrict literature by integrating theories of krledge
interesting include those by Foss (1996), Lawsorcreation and innovation (Lawson, 1999; Lawson, Lo-
(1999) and Lawson and Lorenz (1999). Moreover, inrenz, 1999; Keeble, Wilkinson, 1999). They used the
order to link the idea of the industrial districittv  notion of collective learning to emphasize the impo
firm strategy perspectives, the notion is used otance of the interdependencies that take place gmon
shared resourcedaken as referring to those intangi- industrial district firms in the processes of craat
ble resources and capabilities shared by industisal and diffusion of knowledge. Soélvell and Zander
trict firms. These shared resources have been the¢1998) used the concept of local innovation system
rized through the concept bigher order capabilities describe the collective nature of the process oéllo
(Foss, 1996) and, in the same vein, ddganced fac- innovation. It presents high immobility and is bése
tors included in Porter's diamond model (Porter, on the embeddedness of knowledge. In the same way,
1990). They are neither exclusive to nor the prigper Maskell and Malmberg (1999) concluded that: (a)
of the individual firm and they are not made avaga knowledge creation is a key to understanding the co
to outside firms. In addition, these shared resssirc temporary emergence and reproduction of spatial ag-
may yield rents for industrial district firms. glomerations of related firms and (b) the regialis

There is nothing inherent to firm resources andtinct institutional endowment constitutes its capes
capabilities perspectives to prevent them from dpein and enhances or abates the competitiveness ofifirms
applied at the industrial district level. In fashared the region.
resourcesnay fulfill the conditions established by the The knowledge which district firms share and
resource-based view (Barney, 1986; 1991) for stratewhich was generated in the context of innovation
gic resources and are often found to be valuahte, r processes carried out previously, is not explotigd
and difficult to imitate and substitute (Maskelldan all of the district firms in the same way. Certfinms
Malmberg, 1999). This is the case, for example, ofthoose, within their own strategy, to use soméuerat
access to factors belonging to the district whiotv p than other, knowledge, just as different combirretio
vide market opportunities that are not made avklab of this resource may be utilised. As a consequence,
to external companies. Shared resources also preseghe value creation activities of the individual tdigt
causal ambiguity(Lippman and Rumelt, 1982) for firms achieve differing results over time (Molina-
non-members and outside firms are unaware of th&lorales, Martinez-Fernandez, 2004).
combination of resources that lead district members  What, though, is the role of this shared knowl-
to success, which, again, makes them difficultteé i  edge resource in a district firm’s economy?
tate. The enduring differences in specializatiod an First of all, the “shared” nature of the knowledge
the persisting disparities in income generated betw resource excludes the possibility that they may-coi
regions suggest strong barriers preventing loadlizecide with specifically individual immaterial assets
resources from being imitated (Kogut, 1991). District firms’ shared knowledge resources areipert

Enright (1998) also calls for an integration of the nent to immaterial values which are not susceptible
regional advantages and the resource-based view tppecific identification and, as will be clarified this
arguing that causal ambiguity is born from specificpaper, therefore, they are to be associated wigh th
knowledge at the district level. This knowledge isconcept of goodwill.
tacit, complex and specific. On the other hand, From the strategic analysis point of view, the
Solvell and Zander (1998) used the concept of thaignificance of these shared knowledge resources ca
isolating mechanisnfRumelt, 1984) in the local in- be linked to the presence of a language, base knowl
novation systems to underline the strategic natfire edge and skills which, at any given moment, poel to
these collective resources. These social capisgda gether the contexts of the individual firms withhe
resources are highly immobile. This type of knowl-district. These shared knowledge resources generate
edge is based on history-bound routines, businessognitive overlapping of the numerous firm contexts
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within the district (Grandinetti, Zoratti, 2003; Ca talk about cognitive overlapping, affirming thater-
muffo, Grandinetti, 2005). tain degree of knowledge overlapping between two or
From the point of view of dynamic analysis, the more firms, which constitute a dataset, allows the
significance and contribution of these shared knowl cognitive distance between them to be reduced and,
edge resources is difficult to identify. The liten®@  consequently, lowers the barriers which each encoun
asserts that, from a dynamic viewpoint, cognitiveters to access and interpretation of the knowleafge
overlapping promotes knowledge transfer betweerhe other firms in the dataset.
district firms and that this, in turn, will helpindorce, A great quantity of empirical evidence has dem-
over time, the cognitive overlapping of the differe onstrated the existence of intense inter-firm knowl
firm contexts sharing the same district (Grandinett edge transfer within districts. In particular, istiial
Zoratti, 2003). In particular, the importance ofjnd  economists highlight the importance dftntwledge
tive overlapping in the knowledge creation processespillovers (Audretsch, Feldman, 1996; Jaffe, 1989)
can be principly associated with the theory of apso and assert that geographic concentration is entugh
tive capacity, originally formulated by Cohen andallow knowledge to circulate more quickly and effi-
Levinthal (1989; 1990). Absorptive capacity is €on ciently within a district. While other theoreticahd
sidered to be the firm’s capability not only foh&  empirical contributions have shown how physical
acquisition or assimilation of information by an or proximity of players is not sufficient to explaihet
ganization but also to the organization's abilityek-  complexity of knowledge production and transmission
ploit it” (Cohen, Levinthal, 1990, pag. 1341 bsorp-  processes at a local level (Capello, 1999). Thewexe
tive capacity is determined on the base of a firm'stion of these processes is rendered possible bylcoo
knowledge and its development is necessgvdyh  nation between agents sharing the same behavioural
dependent.Therefore, received existing knowledge rules, social customs and values. In other wordsecl
has an important role, since it guides the seanch f capital relations are necessary (Camagni, Capello
new knowledge, which it is considered important t02002). This occurs in the district which, as Beoatt
acquire externally, helps in the recognition ofutd-  (1990) and Rullani (1995) theorised, is a form af-p
ity and renders its successive exploitation possibl ductive organisation that, over time, gives riseutal
(Cohen, Levinthal, 1990; Zhara, George, 2002).reinforces a network of relations. These includeive

Cohen and Levinthal (1990, pp.132-133) explicitly cal inter-firm relations or those giving rise torzon-
tal agreements, as well as social relations between

people who work in different firms.

1 cohen and Levinthal (1989) define absorptive ca-. In organising.the contri.bu'gions of_the role of rela
pacity as the ability to learn from external knosde tions and absorptive capacity into a single framé&wo

through processes of knowledge identification, asit can be said that, unlike generic externalitigsolr
similation and exploitation. Based on previous isd 9enerate benefits associated simply with physical
such as Allen (1984), they hold that absorptiveacap Proximity, knowledge linked externalities, whichear
ity is a by-product of an organization’s R&D effart 9enerated in the district, are objectively opaguiél a
Since the publication of this study, R&D has beensoaal (relations) or organisational (absorptivpara

considered as a key factor in organizational lemyni ity) infrastructure reveals their economic valued an
In a later paper they revise this original defonitj

the context in which they can be assembled, inte-
putting forward a new view with a greater focus ondrated and, therefore, utilised for product anccpss

the cognitive aspects underlying the learning psece innovation. Similarly, district mter-ﬂrm relat_r[s be-

In this second approach, Cohen and Levinthal (1990§°Me & means of knowledge transmission in so r_nuch
redefine the absorptive capacity construct as the ¢ @5 _they run between players who possess aligned
pacity of a firm to value, assimilate and applyy fo SKills and knowledge and who, anyway, share a com-
commercial ends, knowledge from external sourcesTn knowledge base (cognitive overlapping).

This new approach considers absorptive capacigy as | short, what is argued is that propositions from
by-product not only of R&D activities, but alsotie ~ €Conomic geographythe resource-based view and

diversity or breadth of the organization’s knowledg Other recent approaches can be applied at the -indus
base, its prior learning experience, a shared aggu trial district level to understand that a firm’'sldeg-
the existence of cross-functional interfaces, arel t INg to a district affects both the stock of receive

mental models and problem solving capacity of thé<"owledge (statistical analysis), and the futureetie
organization’s members. opment of its own knowledge (dynamic analysis).

2 Cohen and Levinthal were the first to show thatt K ”.1 p?rt'f(.:#l?hr’ thelgx_tratﬁtep tthat ﬂ:.'s pallpl_eéamns
firms exploit their knowledge both to learn (geneja ake Is to Tl the void n the international lieeure

intra murosnew and further knowledge, and to learn, regarding empirical verification showing:

and successively absorb into their own product—portl' how a firm's different localisation (within-outside
folio, knowledge generated externally (by other@ district) influences its knowledge base (matured)

firms).
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2. how the cognitive specifics of districts can influ- intra-district, wish to buy the same district target
ence value creation processes of firms which, alfirm, it follows from the framework that:
though not originally from the district, decide ll® a) many of the target's knowledge resources would

calise there. already be shared, or easily replicated by the iacqu
ing intra-district firm. Naturally, given this, the ac-
3 — Formulation of hypotheses quirer is not willing to pay for these because fin@

does not require them or can reproduce them without
On the basis of what is affirmed in the framewadhe  cost
district boundaries are considered to be barreext  b) Target knowledge resources are inimitable for the
ternal access to and interpretation of districtidao  extra-districtacquirer. Given this, the acquirer will be
edge. Therefore, a firm from outside the distriif w prepared to pay for them.
find it difficult to absorb the knowledge of distti Therefore, hypothesid can be expressed in
firms. guantitative terms:

When an external firm localises in the district, it Hypothesis 1:A district firm’'s knowledge re-
overcomes the barriers to access and interpretafion sources are acquired by firms which do not belang t
district knowledge. In line with the framework, the the district at significantly higher costs than tdist
expectation of a firm which localises in a distist firms would pay.
purely strategic: to develop, in the long term, a Naturally, the knowledge resources referred to
greater capacity to absorb the district targetwkno are those whish can be freely replicated by another
edge3 company. This excludes all those immaterial assets

Technically localisation can take place in two which consist of legally protected rights and which
ways. The first is direct investment and the sedsnd singularly identifiable, might be released on te th
the acquisition of an existing, functioning distric market, possibly autonomously, by the corporate
firm. This paper only considers the type of lodatis complex to which they belong; examples of these in-
choice effected through acquisition of districtnfi,  clude patents, licenses brand names and much more.
henceforth callethrget Therefore, the following hypotheses and asser-

From a statistical analysis point of view, the aimtions all refer to the firms remaining intangibile-
is to verify whether different firm localisation (intra sources. This refers to all those resources (kroyee
or extra district) is capable of generating a gdist and human, organisational and relational skills)
ference in their knowledge base (matured). In pasti  which, not singularly identifiable, can not be auie
lar, whenever both types of firnextra-districtand  mously released by the corporate complex to which
they belong. It should be noted that limiting timals-
sis to this typology of resource does not dimirtish
importance of the research. Indeed, the doctriatest
that the resources which can not be released autono

cept of dynamic capacities has its origin in theakwo g1y by the corporate complex form the largest pa
of Teece (1986; 1987), Teece, Pisano (199€eCe, Pis- 4t the three components into which the firm's ifeted

ano, Shuer(1997). Firms with these capabilities distin- tual capital (human, structural and relational)dis

guish themselves, according to the authors, byapality vided (Lev, 1996; 2001; Bontis, 2001). For the sake

of their strategic manoeuvring and their capadtygenerate f simplicit thi the tantel
innovation continuouslyln their works, Eisenhardt and of simplicity, af IS paper progresses, (e tarel- ,
lectual capital” will be used to indicate the fisn

Martin (2000) overcome the theoretical imprecision ) _ : X o
( ) P complex of immaterial, not singularly identifiatdad

of the concept ofdynamic capabilities Eisenhardt
and Martinargue that dynamic capabilities are a set not autonomously transferable resources. Thesg non
separable resources are all quantified togethehen

of specific and identifiable processes such as pcbd : ;
development, strategic decision making, and alH’anchOdW'” which the buyer pays the.seller .for at the
moment of the transfer. Other studies of intellattu

ing. Finally, more recent international strategic litera . S .
g y 9 capital also use this simplification, and indee-Tr

ture (Zhara e George, 2002) extols the stratede ro . .
of absorptive capacity, so much so that this besomedvattrini (2008, pag. 158 and segg.) relates intelal

an important element in firms’ dynamic capability, capl_tal to the concept of QOOd.W'”’ in the areas;mﬁ_-
thereby extending the breadth of the concept of Oly;hetlc meth_ods for the estimation of the valuentélr
namic capacity itself and of Eisenhardt and Mastin’ lectual capital.

(2000) work.More technically, from the strategic point of Th_e natural consequence of kn_owledge resources
view of dynamic capacitiesabsorptive capacity is un- not being r.eleasable individually is that a market
derstood as a determinate element in a firm’s dapab price, to which buyers can make referenc_:e, IS got e
ity to develop and reuse resources and knowledge i .bl'Shed fo_r them ar_1d this might expla!n the great
different ways, in line with the changes which infl ifferences in evaluation. It means that differbay-

ence the markets over time, and more quickly and &S might attribute sign.ificantlly diverse values &0
lower cost than their competitors can (Zott, 2003). ~ 91ven complex of these intangible resources: tive co

3 This purely strategic expectation is linked to the
well-known theory ofdynamic capabilitiesThe con-
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cept is known as subjective firm value or, in otherboundary-spanning roles” (Cohen, Levinthal, 1990,
words, the value of the acquisition of a corporatepag. 130p
complex which includes the benefits for a specific From this prospective, the target complex would
buyer (Massari, 1998; Zanetti, 2000; Taliento,function as a gatekeeper (Burt, 1992), that ia agit
2005)4 which practises the recognition and assimilation of
The empirical analysis aimed at demonstratingdistrict knowledge, activating contacts with sosroé
hypothesis 1 will look at the acquisition of distri information and knowledge which are of value to the
firms, henceforth calledargets carried out by two extra-district firm.
opposing typologies of firms: on one hand, that of It is understood that the results of the entire rec
buyers belonging to the same district as the targetognition, assimilation and utilisation process &x-
bought; on the other hand, that of buyers not lgelon ternal knowledge will greatly depend, accordinght®
ing to the same district as the targets bought. theory of Cohen and Levinthal (1990, pagg. 131-132)
In relation to the extraordinary operations of firm referred to in the framework, on the development of
acquisition, the hypothesis formulated originallifl w the absorptive capacityvithin the firm (buyer). The
hold trueif it is demonstrated empirically that, all internal development cébsorptive capacityaccept-
else being equal: ing what the aforementioned authors hypothesisdd an
Extra-district firms face goodwill costs in their demonstrated empirically, ipath dependentand
acquisition of targets which are, on average, digni closely connected to investments in Research and De
cantly higher than those faced by intra-districtybu velopment, henceforth simply RD. RD assumes a

ers. double role (Cohen, Levinthal, 1989; 1990): to gene
For the formulation of the second hypothesis, atate new knowledge within the firm and to learn and
tention is focused upon extra-district buyer firms. utilise knowledge generated outside the firm. From

Localisation carried out through the acquisition this prospective, the district, with its charactgdi in-
of district target firms could herald important,spo tense knowledge spillovers, represents an effective
tive effects for the extra-district buyer. Indeglde incentive for a extra-district buyer to invest imial
framework has shown that the network of relationsesources in research and developrent.

which ties the target to other district firms magne Therefore from the viewpoint of dynamic analy-

vey district knowledge and it is precisely this ahi sis, the aim is to verifjlow the knowledge creation

the extra-district firm wishes to absorb throughat-  rocesses of firms which localise in districts iafeu-

quisition. . _enced by knowledge specific to the district. Inmfia
The buyer takes over the target's existing socialjye terms, hypothesis 2 is formulated as follows:

ties, both formal-contractual and those relatinghi Hypothesis 2: A firm’s capacity to create value

target personnel who will become part of the acquir from the intangible assets of research and develop-

ing organisation. ment (RD) increases following its localisation in a
For the extra-district buyer, the target corporategistrict context.

complex may become that “organization's direct in- As Hitt, Hoskisson, Johnson and Moesel (1996,
terface” with the external cognitive context which pag. 1085) noted, “Firm innovation has become im-
Cohen and Levinthal (1990, pag. 130) refer to &rth portant for value creation”. Many other studies -con
model. Indeed, the acquiring organisation will abso gjqer a firm's innovative capacity to be the maa d
the target personnel which has the same expenise grminate of its capacity to create value; amorg th
that of other district players who can provide usef more important authors in the international litarat
information. are: Tsai, Ghoshal (1998), Molina-Morales, Martinez

While the buyer's original personnel has exper-rFernandez (2004) and Vinding (2006).
tise which differs considerably from that of actbes

longing to the district.

Therefore, knowledge absorption will be pro-5 “ror technical information that is difficult fonter-
moted by personnel from the target who will be ableng staff to assimilate, a gatekeeper both montives
to assume the “relatively centralized gatekeeming environment and translates the technical infornmatio
into a form understandable” (Cohen, Levinthal, 1,990
4 Each firm has its own peculiarities which render i pag. 131).
acquisition more or less attractive. It is, therefoea- © Great credit goes to Cohen and Levinthal for hgin
sonable to expect that normally the value of aruacq questioned the classical theory which held that
sition differs for each potential buyer. It is tbapa- knowledge spillovers discouraged investments in RD.
bility to use resources which come with the target, In effect, the possibility of gaining knowledge Ispi
synergy with those already developed by the buyeovers is an incentive for firms to invest in RD {@o,
internally, that can lead different buyers to atite  Levinthal, 1989; 1990), since the capacity of enfio
very different values of acquisition even whensit i absorb knowledge spillovers from outside can be as-
the same corporate complex for sale. sociated with its level of RD investments.
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4 — Empirical research: data, variables in this way, we separated all the acquiring capital
and methodology companies with ATECO code 28 which acquired dis-

trict firms (target) that were also capital comeani

This paper aims to refer the entire empirical asialy With ATECO code 28. Within this set, making use

to firms which hold specific positions within distr ~ Of a great deal of geographical and accountingrinfo
productive networks. In particular, reference voi¢ ~ mation available on the AIDA data base, it was poss
made to suppliers of machinery for the district’s ble to define the two following groupings of firfis:
manufacturing process and to other capital goods The first, that of thentra-district buyer firms,
used in the production processes of firms involved made up of all those district firms which acquitad

the districtcore businesé More precisely, the firms get firms belonging to the same district betwee®&19
are those included in sector 28 of the ATECO 2007and 2006, whose average operating income, over the
classification (sector 29 in ATECO 2002). previous three years, was positive;

The choice of the machinery production sector- The second, that of thextra-districtbuyer firms,
and, more in general, of equipment for use in ilgus made up of all those district firms which, between
was not casual. In this sector, knowledge resourced998 and 2006, acquirerget firms belonging to
both tacit and explicit, are fundamental in thewasig  other districts, where thtarget's average operating,
tion and maintenance of a firm’'s lasting competitiv over the previous three years, was positive;
advantage. Besides, the strategic weight of the Therefore, two examples were built on the unit of
mechanisms for knowledge transfer within the net-observation “operation of acquisition of a distriat-
work of relations that suppliers of technology kegp  get firm”: on the one hand, the sample of take sver
with the various technology using firms within thei carried out by théntra-district group of firms and, on
districts should not be undervalued. The intermatio the other hand, the sample of take overs carrieéthpu
literature (Von Hippel, 1988; Lundvall, 1988; Becat theextra-districtgroup of firms.
tini, 1990) has dwelt upon knowledge transmission i In particular, so as to render the samples compa-
the district productive network, highlighting thei  rable, they are constructed on the basis of talezsov
portant role customers might have, at the end ef thby extra-districtfirms.
productive process, in providing the innovativegro For every acquisition made in a given district by
ess with input and new ideas: a continuous flow ofan extra-district firm, an analogous take over on the
increasing innovations might be generated throughpart of anintra-district firm has been looked for, start-
localised producer-customer interaction, interactio ing from the most recent acquisitions.
which is undoubtedly helped and encouraged within ~ Those district cases in which it was not possible

industrial districts (Rullani, 1995). to find both of the opposing typologies of buyerrave
excluded from the construction of the two samples.
4.1 — Data, variables and methodology to Likewise, in those districts which present a dif-
test hypothesis 1 ferent number of take over operations on the phrt o
the two opposing typologies of acquisition, the mos
Sample and data remote acquisitions, and those surplus to the ioreat

The databases of sample surveys of Italian manufa@’ comparative pairs, carried out by the buyer typo
turing firms (carried out by Capitalia in the eigh ©9Y with the highest number of acquisitions were ex
“1998-2000" and ninth “2001-2003" editions and Cluded from the results.

Unicredit Corporate Banking in the tenth “2004-

2006” edition) have permitted the identification,

amongst the other 6,000 firms involved in the syrve ]

of all those that had taken over another firm dvad,t - Buyer firms are part of the same sector as bought
at the moment in which they carried out the acquisi firms. This choice was necessary in order to guesan
tion, exported more than 20% of their production.that the completed acquisition processes had kehta
From this buyer population, the samples were exPlace with the same aim. In particular, these vire
trapolated for our empirical testing. In particylay ~ Vestment operations aimed at increasing the tamgibl
making use of information from the AIDA data base@nd intangible resources used by all buyers inr thei
of the Bureau van Dickhtps://aida.bvdep.conit ~ Core businesactivity. This was necessary because of
was possible to reveal the ATECO codes for the sedhe fact that differing strategies, for exampleticat

tors to which buyers and bought firms belonged andi’ntegration or diversification, could lead the same
buyer to make different investment choices (Brugnol

1996).

7 There are many districts in which, besides thadir 9 In order to identify the district geographical text,
which produce goods for consumption, there areat was decided to adhere to the official lists fod mu-
many others that create the machinery and techypologicipalities which belong, normatively and statisti
necessary for this production. cally, to each district.
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At the end, the two distinct samples were foundcan not be used directly for comparison becauge it
to be composed of the same number of buy out operan absolute measure. It is for this reason Tluditin's
tions, 31, and, consequently, 62 of firm transfpr o Q is adopted into the economy of this workobin’s

erations were revealed and analysed in total. Q is reintroduced into the group of monetary models
The following data emerged for each firm trans-for the evaluation of intellectual capital (Zambon,
fer operation: 2003). It is a measure which is used by internafion

- The price for the transfer of the entire corporateliterature for various empirical studies of intaolgi

complex and the total value of the debts taken byer resources (Lindenberg, Ross, 1981; Wernerfelt,

the buyer. The source used is the Cerved Databaridontgomery, 1988; Villalonga, 2004).

which permits consultation of deeds and transfer co Tobin’s Q in its original formula (Tobin, 1969)

tracts (http://www.cerved.com/xportal/weblita/); refers to stock market quoted companies and is the

- The goodwill value, so-called “derived” as a re- following:

sult of the effect of the transfer upon paymente Th _ Market vate of insalled captal

value is written in the accounts of the buyer compa - -

nies following the transfer operation. The source Replacemercost ofcapital

used, as for all of the other accounts data, is the Where:

AIDA data base at the Bureau Van Dick; — the “market value of installed capital’ is equal to

(https://aida.bvdep.com). equity market value + liabilities book value, itee
The goodwill, as is noted, is the highest valuemarket value of the firm (expressed as the flow of

that the transferred corporate complex has with reshares on the stock market, if quoted on a stoek ex

spect to the algebraic sum of current values estitha change) increased by the weight of their liabiitie

for each individual asset and transferred debtsvH - the “replacement cost of capital” is the total cost

ever, having revealed the data listed before perosit of replacement/substitution that would be sustaifed

to calculate algebraically the total value of thdii  one were to buy back all the individual firm assmts

vidual tangible and intangible assets transferoetthé  the asset market.

buyer. Naturally it is not possible to obtain treue In particular, given that th€argetis an unquoted
of each tangible and intangible assets individydly firm, Tobin’sQ is adapted as follows:
but only their aggregate value. sales vale of entie busines activity

Finally, the average level of the target firm’s op- Q= o
erating income in the three years prior to its &igu aggregatevalue of ndividualassets

tion has been revealed, using the Bureau Van Dick's ~Where:

AIDA data base. - the ratio numerator is given by the total current
value, estimated in the act of sale, for all theyea

The variables firm’s business activities transferred to the buyer

The econometric model for the testing of hypothésis — the ratio denominator is made to coincide with

should be based on measures which are suited the total estimated current value of the individasi

guantification: sets transferred. Note that, if the estimated whe

1. From the buyer's prospective, the value of theproximate to market prices, the ratio denomina®r b
target's knowledge resources which are taken over ircomes equal to the cost that the potential buyeulgh

its acquisition. meet if, instead of buying the target firm, he wtoe
2. The returns expected on the buyer's investmentheoretically buy (on the asset market) assets- indi
in thetarget's activity. vidually equal to those that make up the targen’r

The first variable should be connected with corporate complex.
goodwill, since, as indicated in the framework, the The link between the “sales value of entire busi-
knowledge resources to be analysed are all quedhtifi ness activity” and the “aggregate value of indiddu
together in the goodwill which the buyer pays forassets” is given by the goodwill attributed to toe-
upon the firm’s transfer. What is more, the gootwil porate complex, since the latter arises from pedgis
the coordination of the company’s individual assets

In this paper,Q values superior to 1 were ob-
10 By lItalian law, thecontract of firm transfer (art. Seérved. WhemQ is greater than 1 it means that the in-
2556 civil codedoes not necessarily have to identify Vestment in thearget's firm activity has a value for
the assets being transferred exactly. These angi-ide the buyer superior to the value of the single asset
fiable through being inherent to the organisatiosp Ceived. This difference lies in the value attrililite
pared by the entrepreneur to carry out his economit€ intellectual capital, which coincides with the
activity. On the other hand, it is necessarydentify ~ 9oodwill “derived” from the transfer upon paymerit o
precisely the assets to be excluded and the eoftity thetarget The greateQ s, the higher the value that,

the transferred debts because it is necessaryhéor tfrom the buyer's prospective, thiarget corporate
buyer to accept them. complex has, assuming that the individual assets
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transferred are of equal value. In equivalent terss (provisionally) to the purchaser immediately aftiee
the total value of the target’s individual asse®ast  extraordinary operation.
ured on a basis of 100, the gredfeis, the higher the The capital invested overall in the target firm's
value attributed to its intellectual capital wikb business activities, following the sale, corresgond
Successively it seems clear that Tobin's Q is prefirstly, to the price paid by the purchaser (foe tg-
ferred because it is a particularly effective measn  uity transferred) plus the target firm’s liabilisi¢o be
comparing intellectual capital of firms of diffegn borne, and, secondly, to the current total valss; e
dimensions (ratio denominator). mated in the act of sale, of all the target firra&sets
In theory, the second measure should bear itransferred to the buyer. Therefore, it can beedtat
mind the present value of cash flows expected by th _average leel of opeating income
buyer in the wake of the extraordinary operatiaut, b Ol x100
it is difficult to gather this information. Beinghable
to attain the calculation of the normalised operti . i
income, in other words calculated as an average of _|"€ use of the rate oféturn on investmehts
past and expected operating income, the model cosdStified from a RBV prospective. The differences i
sidered the average level of operating income {egisterms of profitability between firms within thersa

tered by the target firm over the three years pior industrial sector are caused by the possesionontr
the sale. of limited resources (Hansen, Wernerfelt, 1989; Ru-

The average level of operating income was usednelt, 1991). o i
to estimate the rate of return that capital investe Even though within the same sector, firms

the target firm's business activities would provide@chieve different profits since the firm specifie- r
sources differ (Rumelt, 1984), particularly knowged

resources (Grant, 1996).

sales vale of entie busines activity

Table 1Values (Roi, Q) observed in Table 2Values (Roi, Q) observed in

the sample of intra-district firm acqui the sample of extra-district firm

sitions acquisitions

Roi Q Roi Q

4.7400634 1.635463 5.105939 1.74166
5.5266904 1.8321596 4.849094 1.78297
5.9616552 1.937613 4.3125112 1.730762
3.3435871 1.492 6.0767207 2.1958797
5.3639646 1.74872 3.2769 1.428
4.17492 1.706508 5.7649714 1.79155
4.871166 1.862117 4.849094 1.78297
4.737816 1.863489 4.683568 1.702409
3.121939 1.662315 4.104346 1.846538
3.153315 1.588953 4.261926 1.919577
4541715 1.675737 2.932759 1.586023
4.557403 1.860591 4.262849 1.926357
3.623959 1.782501 4.664317 1.816058
4.290705 1.803549 3.30984 1.759289
5.106488 1.869438 3.277226 1.600929
4.557403 1.828715 4.486496 1.972199
5.012581 1.684691 4.98349 1.970746
3.985907 1.682838 4.766449 1.969132
4.719245 1.60857 3.629334 1.886486
5.616506 2.104776 4.982416 1.968671
5.012581 1.885106 4.1618 1.914046
2.809745 1.621898 2.907467 1.632123
2.837983 1.574159 3.018789 1.696428
4.264035 1.813768 4.274178 1.91749
4.384049 1.845187 5.785439 2.15628
4.101663 1.820174 5.061466 1.995077
4.892559 1.823682 2.987433 1.634121
4.048965 1.780061 5.184048 1.978494
2.773947 1.619915 4.472395 1.843463
2.940099 1.642335 4573765 1.952829
4.264035 1.783264 4.402468 1.908762
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In equivalent terms, within the same sector, thegreater in the sample acquisitions carried outxtsae
differences between firm’ROI performances are as- district firms or in the sample of acquisitions roed
sociated with the firms’ control of different cdél  out by intra-district firms.
knowledge resources. Therefore, with the total @alu To this end, it may be useful to use a bivariate
of capital investment in the target measured oasisb linear regression model where it is assumed Ghat
of 100, higher profit levels are achieved by thegeéd  dependant oRO], i.e.:
due to possession/control of firm specific, abolle a Qi = a+bROIi
knowledge, resources

Where:
Methodology _ - Qi isthe expected value for the varialgon
Tables 1 and 2 present the pair of valuROK Q)  the hasis of the linear relationship of the regeess

emerging for each extraordinary acquisition operati ROli is the value that thROI indicator assumes
comprising each of the two samples, on the one hanﬂ a generic acquisitiori™

the sample of acquisitions carried out by the grofp
intra-district firms and, on the other, those carried out
by the group okxtra-districtfirms. The first step to-
wards the construction of a model, drawn up usin
the two variables mentioned previously, is to werif
the existence of a statistically significant coatin
between theate of return and Tobin's Q (ROI, Q)

value pairs, recorded in the acquisition operatbn target firm (Q) are dependent on rates of return on

both samples observed. o . - )
With this in mind, theP index of the Bravais- ((:nggl invested in the activities of the targatfi

Pearson formula is calculated:

— for the distribution of the pair of valueRQI, Q —
observed within the context of the sample of adquis dicates the value oRi , whenROli assumes the (hy-
tion operations carried out bgtra-district firms, the  pothetical) value zero.

index is: Much more important in the economy of this
P intra-distric= +0.7134 work, is the regression coefficiebt which is the an-
— for the distribution of the pair of valueBRQIl, Q  gular coefficient of the regression lineexpresses the
observed within the context of the sample of adguis

; ) . S effect on Qi of a unit of variation irROIi . The cal-
tion operations carried out lextra-districtfirms, the _
index is: culations have shown that:

P oxradisric= +0.7302 - for the Fjis_tribution of the value pairQJ ROI_D _
To verify the significance of the determinants 0Served within the context of the sample of adguis

(goodness of the model), the results obtainedHer t tiOn operations carried out laytra-district firms:

two distributions were subjected to one-tail te$tsee  (1.3) b inyragisricc = +0.1048;Qi = a + 0.1048ROli

verification procedure confirmed the existence of a_ \yijle, for the distribution of each pair of observa

strong linear correlation between the two variablestions ofROIli and Qi relating to the sample of the ac-

Indeed, at a 0.05 standard significance levelctiie g yisition operations carried out bytra-districtfirms:
cal value for the lineaP correlation coefficient, cor-

respondlng tw:31, |SO306 (14)b extra-district— +01414,Q| =a+ 01414RO||

The results obtained in (1) and (2) suggest that,
in both of the samples observed, the degree o&corr With ARoi indicating the unitary increase in the
lation between the two variables is very high, trat  rate of return on invested capital in ttzgget firm’s
the values thaQ assumes, on average, grow alongactivities, and AQ indicating the increase which
with growing values oROI. Therefore, as the rate of Tobin’s Qundergoes on average according to the lin-
return on the capital invested in the target firmés  ear regression bivariate (1.3) and (1.4), it isceded
tivities grows, both types of buyers attribute @ss-  that:

While the coefficientsa and b define the linear
relationship of the regressipndentifying theinter-
cept (a) and theregression coefficient&) of the re-
%ression line.

By expressing the model in this form, a causal
link is introduced between the two variables: tlaé v
ues the buyers give to the intellectual capitaktef

In particular, coefficienti is theinterceptand in-

ing values (not absolute, but in relation to treng= —  for target firms acquired by intra-district firms
ferred values) to the intellectual capital of tteeme  (1.5) AQ inya-district = + 0.1048
target firm. — for target firms acquired by extra-district firms

Thus far the model does not provide precise in{1.6) AQ exyadisrico= + 0.1414
formation on the amourn® increases on average for
each growth variation oROI in the context of the Hence, it is concluded that the same unitary in-
two respective samples, and therefore, it is ndeun  crease in the rate of return, achievable by thigities
stood if the sensitivity ofQ to changes oROl is  of the target firms invested in, and which, in theo-
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retical perspectives posited in the premise to plais the extra-district buyer sample from the previous
per, is attributable to the presence of the greategphase) and 46 firms which took over non district
knowledge resources, pushes both the intra and-extrfirms. All together, the sample analysed was com-
district buyers to increase the values assignetthéo posed of 69 firms.

intellectual capital of district target firms, measd For each firm in the sample, using the data base
(in relative terms) through Tobin's Q. Furthermore,from the Capitalia sample surveys, details emeajed
the increases that the aforementioned values ekint — The total sum of RD expenditure. This informa-

lectual capital sustain are also different in tlve tlif-  tion was not obtained from the accounts, since they
ferent utility perspectives of the purchasers. &1-p only show explicitly the capitalised element of the
ticular, the increase that is recorded in (1.5%Ha  spending; while the sample survey provides much in-
value attributed to intellectual capital by distrimy-  formation on RD spending, both that carried out
ers is almost 26% lower than the increase, recorded autonomously by the firm and that carried out ifs co
(1.6), in the value attributed to intellectual dapby Ilaboration with other firms or institutions;
purchasers from outside the district. All of thisnt - The innovations introduced during the three year
onstrates that hypothesis 1 is correct. Knowledge r period following the acquisition: numerous innova-
sources, which permit a higher level of ROI to betions in terms of product, processing, organisation
earned, are paid more for by extra-district buyes®m  management regarding product innovation, and or-
by intra-district buyers. The latter already shase, ganisation-management regarding processing innova-
can replicate without cost, a large part of thgetis  tion.
knowledge resources and, therefore, do not at&ibut
any value (subjective buying value, to use Massari’ The variables
definitions (1998)) to these knowledge resources imhe econometric model for testing hypothesis 2 as-
the case of acquisition of the particulargets sumes INNOV, the innovative performance of the
buyer in the three years following to the acquisiti
4.2 — Data, variables and methodology to as a dependent variable. In this wdi¥NOV is equal

test hypothesis 2 to the sum of the data regarding the innovatiotr®in
duced in this three year period. The dependent vari

Sample and data ables are:

In order to test hypothesis 2, it was necessagng> — RD is calculated as the Total sum of expenditure

lyse the entire set of firms which had carried aut on RD over the three year period divided by the ag-
firm acquisition operation and were the subjects ofgregate turnover for the period;
the eighth (1998-2000) and ninth (2001-2003) Capi~ DUMMY is a dichotomic variable which as-
talia surveys. sumes a value of “0” when the acquisition was of a
The sample is composed of all of the firms whichnon district target firm and a value of “1” whenaa-
took over other firms, whether or not they belongedget belonging to a district was acquired. This ex-
to districts, about which the ninth (2001-2003) andpresses, therefore, the localising dynamics assatia
tenth (2004-2006 period, the latter carried out bywith the acquisition of a firm.
Unicredit Corporate Banking) Capitalia surveys pro-- | OGSIZE is a control variable. It is calculated as
vide RD and innovation performance data for attleasa natural logorithm of the capital invested in finms
three years following to the acquisitidh. activity, on average, by the buyer in the three yea
Only those buyers which belonged to the sameiod following the acquisition. The inserting ofigh
industrial district as the acquired firms were exield  variable is to keep account of the fact that, felhg
from the sample, indeed for the formulation of thethe extraordinary acquisition operations, buyers-co
second hypothesis attention is focused upon extrasiderably increased their firm dimensions. Thamsfo
district buyer firms. Further conditions for sample this is an attempt to understand whether innovative
formation were borrowed from the preceding phaseperformance variability is totally or partially due
i.e. buyer and acquired firms belonging to sect®r 2 the development in firm dimensions rather than the
of the Ateco 2007 (29 of Ateco 2002), both have thdocalising dynamics.
form of capital company, the buyer’s minimum ex- Before passing on to the methodology, it should
port level is 20% of turnover and, finally, a post be said that the studies of firms and innovationictv
average operating revenue for the acquired firnr ovefocus attention on the relations between innovation
the three years prior to the acquisition. and absorptive capacityidentify a positive relation-
The sample was composed of 23 firms whichship between innovative performance and RD
took over district firms (only partly coincident thi  (Cohen, Levinthal, 1989; 1990; Vinding, 2006). In
turn absorptive capacityis measured as the invest-
ments in RD divided by turnover by the authors of
11 Therefore the three year period in which acquisithis theory themselves (Cohen and Levinthal, 1989;
tion of the target took place were not considered.  1990).
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Table 3 -Descriptive statistics, mean, standard deviatiod bivariant correlation for all pairs of variables

Variables Mean S.D. Innov LOGSIZE RD Dummy*RD
Innov 11.94 0.51 1

LOGSIZE 16.36 0.07 0.35 (%) 1

R&D 1.3 0.39 0.66 (*) 0.19 1

Dummy*RD 0.43 0.77 0.53 (%) 0.19 0.12 1

Pearson’s correlation is significant at the OR05 level *

Methodology The elaboration output shows that (2.1) is statis-
Given the sample composition, 69 value combinatically significant as a multiple regression IBfNOV
tions of the INNOV, LOGSIZE, RD and Dummy with respect to the OGSIZE RD, and Dummy*RD
variables were found. Immediately after the discgve variables.
of the values assumed by the variables, the relativ The Adjusted R Square, in particular, indicates
statistics and Bravais-Pearson correlation coeffis  that 64.8% of the variability of the phenomenonemd
for each pair of variables to be used in the modebbservation can be linked to model variables. Besid
were calculated. The results are presented in Tablat a standard significance level of 0.05, the regjomn
3.The tests for collinariety of the dependent \alda  coefficients appear significant. Indeed, the p-galu
were negative. Therefore equation (2.1) was formuebserved is lower than the theoretical p-value.050
lated. This permitted the second hypothesis toshe e Therefore, equation (2.1) can be written as:
timated, indeed it expresses the innovative perform(2.2) INNOV= -17.527 + 1.143*OGSIZE +
ance of buyer firms in relation to the profuse gffo 7.363*RD + 2.788'DummyRD
in RD, of the localising dynamics and dimensional It is possibile to interpret the equation in thé fo
control variable. lowing way. In the three year period following a
firm’s acquisition, be it district or non, the inative
performance of the buyer improved on average as the
firm dimensions (OGSIZE and the share of turnover
invested in research and developm&i)increased.
Table 4 presents the “summary output” of the What is more, the innovative performance was
multiple regression produced in excel, after havingnfluenced by efforts inRD in a variable measure
introduced into input the 69 combinations of thé va which depends upon whether the acquisition took
ues (NNOV, LOGSIZE RD, DUMMY) found with  place within or outside a district.
regards each buyer in the sample.

(2.1) INNOVE Intercept +y LOGSIZE+ b, RD + b,
DummyR&D

Table 4 -Summary output of the multiple regressadrtheINNOV variable.

Regression of Innovation
Regression Statistics

Multiple R 0.814604901
R Square 0.663581145
Adjusted R Square 0.648054121
Standard Error 2.485670016
Observation 69
ANOVA

df SS MS F Significance F
Regression 3 792.162013 264.0540043 42.73717494 2.24474E-15
Residual 65 401.606103  6.17855543
Total 68 1193.768116

Coefficients  Standard Error t Stat P-value Lower 95% Upper 95%

Intercept -17.52748256 8.545385598 -2.051104933  0.044291469  -34.59379589 -0.461169221
LOGSIZE 1.143057362 0.531777127 2.149504564  0.035322031 0.081025114  2.20508961
RD 7.362812146 0.935321328  7.87196007  4.92793E-11 5.494846486 9.230777806
Dummy*RD 2.787871452 0.484730303 5.751386777  2.57888E-07 1.8197982 3.755944704
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Therefore, at this point attention is on the centri of their production abroad from localising in thal
bution thatRD makes to the achieving of higher lev- ian industrial district.

els of INNQV, in relation to the localising dynamics Other results regard entrepreneurial behaviour
associated with the acquisitions. In particulagnfr  and research.
equation (2.2) it is possibile to affirm that: In particolar the theory of absorptive capacity,

- After a non district firm acquisition: the innova- originally formulated by Cohen and Levinthal, and
tive performance increases on average by 7.363 fdoday fixed in international strategic literaturéthin
each unitary increase in RD. the framework of firm dynamic capacity (Teece, Pis-
- After a district firm acquisition: the innovative ano, Shuen, 1997; Eisenhardt, Martin, 2000; Zahra,
performance of the buyer increases on average b§eorge, 2002), maintains that there are factorglwhi
10.151 (i.e., foDummyof 1, the coefficient of 2.788 may limit or promote an organisation’s capacity to

of the Dummy is added to that of 7.363RID) for ~ absorb other firms’ knowledge.
each unitary increase in RD. In this work dealing with the knowledge gener-

These results confirm that hypothesis 2 is cor-ated within districts, localisation has been iddi
rect. Firms not from a district which acquire firms as a condition that might help obtain this knowkedg
from that district are able to take advantage @f th Indeed, in this paper, localisation in a distritai re-
generation and transfer of knowledge within the dis Sponse to a precise strategic need, the creatian of
trict. The advantages are associated with the highegatekeeper that will allow a firm to learn and abso
values created by RD. In a way which is consistanglistrict knowledge.
with the framework adopted, RD permits the firm to Therefore, investments made in a district from
understand, and later use in innovation, the distri outside are interpreted as the consequence of there
knowledge transmitted and acquired through the netdeing, within the district, knowledge, skills anela-
work of relations, within the district, of whichetac- ~ tionships which are of value for competitive advan-

quired target is a part. tage in the sector of reference. The presenceesketh
strategic assets is the principle attraction faemal
5 — Discussion firms.
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