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Abstract

Whether and how geographical proximity within lochlsters supports internationalization of small
to medium-sized suppliers is the topic we tackléhia study. At best of our knowledge, this pager i
the first attempt that tries to answer this questio

Local cluster scholars maintain that within locédsters supplier and customer relationships are
collaborative, trust-based and a source of valutdrgible and intangible resources for local cluste
members. Combining this theory with the networkrapph on international business networks, we
derive an original framework suggesting that bodintrerships with local suppliers and with local
customers support the degree of internationalinatifoa local cluster supplier. Partially contragtin
this framework, our findings suggest that whiletparships with local suppliers support the degree
of internationalization of local cluster suppliemrtnerships with local customers hinder it. These
results suggest important theoretical contributiamng managerial lessons.

Keywords:. local clusterssuppliers, internationalization of SMEs, internatib business networks,
local partnerships
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Introduction

The vast literature on local clusters has long feairout the importance of geographical proximity in
fostering social interaction and cooperation inibess relationships (Becattini, 1990; Maskell, 2001
Dahl and Pedersen, 2004; Camuffo and Grandir@05; lammarino and McCann, 2006). This
importance notwithstanding, literature on businessvorks has so far neglected the role plaid by
local business relationships in supporting thern@gonalization of small to medium-sized firms
operating within local clusters.

This paper wonders whether and how local busiredaianships of a small to medium business firm
(i.e. relationships with customers and suppliecsided in the same local cluster) support its degfee
internationalization.

We integrate the network approach with the literaton local clusters to answer this question. We
test our hypotheses on a sample of firms operatingusiness markets located in an Italian local
cluster considering both upstream and downstrearal lpartnerships of these firms. We discover
that while partnerships with local suppliers entgribe internationalization of the firm, partnepshi
with local customers hinder it. We argue that panghips with local suppliers are more likely to be
associated with anticipated constructive effectsdgison et al., 1994) that strengthen the flexybili
of the firm and its ability to cope with an evercieasing complexity of the environment thus
supporting its internationalization. On the othand, partnerships with local customers seem to
generate anticipated deleterious effects that ntaKieult for the business firm to develop new
international relationships or to maintain the ergones.

The paper is organized as follows. Second sectiesepts the relevant literature and develops the
hypotheses to be tested. Third section gives ameutf research design and methodology. Fourth
section shows the results of the research whita Skction discusses the findings. Final section
highlights the limitations of the study and condadthe paper providing directions for future
research.

Theory and hypotheses

Inter national relationships and business networks

Over the last twenty years the network approacteldged by the scholars of Industrial Marketing
and Purchasing (IMP) Group has become one of thet prominent stream of literature in business
relationships and networks especially those invgvsmall-to-medium sized firms (Hakansson,
1982; Hakansson and Snehota, 1995; Ford, 1980;r8onet al., 1994). On the base of the results
of extensive international researches, the netwapkroach maintains that most of the firms
operating in business markets are linked througig-lasting, high committed relationships (Ford,
1980; Johanson and Mattson, 1988). Through sati@taction the firms learn how to cooperate and
coordinate their reciprocal activities thereby gatiag more value along the value chain “as
compared with a chain in which the firms transawt’s length” (Blankenburg et al., 1996; p. 1037).
A second assumption of the network approach is ¢lagh business relationship is directly and
indirectly connected to other relationships of thesiness network in which it is embedded
(Hakansson and Snehota, 1995). A business netisatkfined as a set of two or more connected
business relationships, in which each relationesvbeen business firms that are conceptualized as
collective actors (Emerson, 1981). The coordinatetween a supplier firm and a customer firm
takes place within a wider business network contéext these two firms bring to this relation their
connected networks of relationships.

As Anderson et al. (1994) argue, a focal relatignsbeyond its direct outcomes within that
relationship, can have both positive and negatoreections with the focal firm’s network identity,
I.e. “the perceived attractiveness/repulsiveness fifm as an exchange partner due to its uniqtie se
of connected relations with other firms, links kit activities, and ties with their resources” 4).
The authors advance two constructs reflecting itifisence: anticipated constructive effects and
anticipated deleterious effects.
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The first construct captures the extent to whiclid@al firm perceives that engaging in an exchange
relation episodes with its partner firm has, iniidd to effects on outcomes in the relation, a
strengthening, supportive, or otherwise advantageffect on its network identity” (Anderson et al.,
1994; p. 7). The authors identify three constitdanets of this construct:

1. anticipated resources transferability: the extemtwthich knowledge and solutions are
transportable between the relationships of thenmssi network and the focal relationship;

2. anticipated activity complementarity: the extentoich there are positive volume or quality
effects between the activities performed in tharmess network and the focal relationship;

3. anticipated actor-relationship generalizabilitye textent to which the cooperation with
certain actors of the business network contexthzaue a positive effect on the perception of
other actors.

The second construct reflects the extent to whiehparticipation to a business relationship with a
partner firm has negative, damaging or harmfulaff@n the network identity of the focal firm. ¢t i
composed by the following constituent facets:

1. anticipated resource particularity: the extent tool the resources for exchange devoted to
the focal relationship have to be reallocated fasher business relationships;

2. anticipated activity irreconcilability: the extetd which activities performed in business
network relationships are difficult to integratethvithe activities performed in the focal
relationship;

3. anticipated actor-relationship incompatibility: tlextent to which engaging in the focal
relationship can be perceived as a threat by attters of the business network.

It is implied in the network approach that bothstesffects are mostly produced by collaborative
relationships or partnerships as only these relakips can affect network identity of the focairfir
Several authors have applied the network approachtérnational business relations, i.e. business
relationships involving a supplier from a countngdaa customer from another country. These
authors study the internationalization of smalliedium sized business firms whose primary
foreign market entry mode is exporting through bess-to-business relationships (Bradley et al.,
2006). Exporting strategy is indeed particularlypleqable to small and medium enterprises (SMES)
that often lack the resources, financial or othseyfor foreign direct investments (Lu and Beamish,
2001). In the case of firms operating in businesskets, exporting strategy obviously results in
developing business relationships with foreign comsrs.

Coherently with these theoretical underpinningshahson and Mattson (1988) maintain that
international business relationships do not ocaursolation, but need to be considered within a
context of connected network relations. Blankenbetg al. (1996) provide evidence that
international business network connection (defiasdthe degree to which a focal international
relationship is affected by other relationshipsied network) positively affects the commitment of
the focal firm to that international relationshi@hetty and Blankenburg (2000) report several
examples of firms that leverage on their existiogndstic partnerships to strengthen their network
identity that in turn allows them to develop newemational business relationships or to foster the
existing ones. From the case studies reported dwdithors, it emerges that domestic buyers and/or
suppliers can be valuable sources of knowledgetafooeign markets (e.g. the entrance in a new
international business project or the contact \aithew customer) and can provide useful resources
and capabilities to penetrate networks abroad. d\ltns vein, Bradley et al. (2006) find that
domestic business relationships provide small aediom suppliers with the know-how to access
foreign markets thus enhancing the chances ofalraind reducing the risk of concentrating their
efforts only on domestic relationships. In partaulthe higher the attitude of the SMEs towards
collaborations in business relationships with damesustomers the higher is the likelihood of
winning new customers abroad.

International relationships and local business networks

In this paper we study firms located in local cbustand operating in business markets (hereafter
local cluster suppliers). In particular we focustbe effects of local business networks of thesedi

on their degree of internationalization. We defloeal business networks as composed by focal
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firm’s suppliers and customers located within tbeal cluster of the focal firm. A local clusteras
“geographic concentration of interconnected comggmand institutions in a particular field” (Porter,
1998; p. 78). A local cluster is mainly composedshyall and medium firms and provides them with
external relationships that are important resoufoesheir development (Beekman and Robinson,
2004; Street and Cameron, 2007).

Typically, two types of firms operate in a localsler: firms that produce final goods and firms
operating in business markets (i.e. in the uppes tof the value chain such as intermediate goods,
business services and machinery and technologieajlitionally, the first type of firms relies a
considerable part of their business on export hedargest ones have been increasingly involved in
cross-border operations. The second type of firass flourished in their local cluster relying on a
number of co-located customers, and such “quagivedpdemand has usually saturated their
production capacity and shaped their capabiliti@sdinetti, Furlan, Camuffo, 2007). These firms
operate in different stages of the supply chain ewathy of them source an important part of their
inputs from local suppliers.

However, challenged by globalization and the sprehdiew technologies, also these small and
medium sized suppliers have started to diversiBirtibbusinesses on an international basis thus
reducing their level of symbiosis with local cusemm and suppliers. But as these firms
internationalize, are they maintaining/strengthgntheir partnerships with local customers and
suppliers?

Building on the network approach depicted in thevpous paragraph, we now refer to the features of
local business networks that are likely to suppioetinternationalization of small and medium local
cluster suppliers.

First of all, most of the interfirm relations emided in local clusters are governed by relational,
informal contracts (Baker, Gibbons and Murphy, 20@ahl and Pedersen, 2004). These
partnerships, embedded in local contexts and soeiationships, create norms of behavior (e.g.
trust, reciprocity, reputation, peer pressure amperation) and incentives to share information tha
reduce the threat of opportunism and induce riskish among nearby companies (Granovetter,
1985; Grabher, 1993). Sourcing within the clustases communication and can result in lower
transaction costs than those associated with disturcing (Porter, 1998). Partnerships between
firms within a local cluster are also one of theiimaechanisms that allows knowledge transfer
fostering productivity and innovation within theuster (Maskell, 2001; Dahl and Pedersen, 2004;
lammarino and McCann, 2006; Camuffo, Furlan anddRet 2007; Camuffo and Grandinetti, 2005).
This favorable relational context fosters antiogghtconstructive effects between local business
networks and international business relationships docal cluster supplier. On the one hand,
through its local relationships, the exporting diggpcan access non-tradable resources (e.g.
information and knowledge) and use them to nuriisrénternational business relationships. On the
other hand, cooperation and flexibility charactegz local business relationships uphold
responsiveness and the level of service of thelmugpwards its foreign customers.

A second important feature of local clusters is peeuliar division of labor among the cluster
members. Production activities located in a lotaster are not the result of operations carriedbyn
one or more vertically integrated firms, but is iagled by a group of relatively independent, local
firms that are specialized in one or more segmehta supply chain (Saxenian, 1994; Maskell,
2001). Locating within a cluster provides supeaocess to specialized inputs such as components,
machinery, business services and personnel as cethfmaalternatives (Porter, 1990). This increases
the chances for a local cluster supplier to fintemal specialized resources located within italoc
business network in order to fulfill the needs eWwforeign customers.

The presence of important and sophisticated bugeasthird feature making local clusters an elitist
platform for internationalization process of lo@hlister suppliers. The availability of information
about current buyer needs is in fact an importaneht granted by local buyers. Especially for dmal
to medium-sized firms operating in business markéving accurate and readily available
information about customer needs is crucial in iggircompetitive advantage (Jacob, 2006). Local
cluster suppliers learn about new buyer trends red technological opportunities faster than
isolated competitors thanks to the relationships tihhey have with local cluster customers. Customer
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partnerships characterized by co-development, &egface-to-face contacts, reciprocal information
exchanges ease the learning by the focal firm wbleng technology, component and machinery
availability, service and marketing concepts andmso(Porter, 1998; p. 83). These relationships and
the resulted enhanced innovation capability ofgbpplier, strengthen the ability of the supplier to
actively search for new foreign customers.

As a consequence of these related arguments, vemeglthe following hypotheses:

Hypothesis 1: The degree of internationalization of a local cluster supplier is positively related to the
presence of partnerships with local customers.

Hypothesis 2: The degree of internationalization of a local cluster supplier is positively related to the
presence of partnerships with local suppliers.

M ethodol ogy

Resear ch context and sample profile

The ltalian industrial system represents an ideséarch setting for a study on internationalization
and local clusters. It is known worldwide for théghh level of firm size fragmentation, its
organization around geographically coupled productsystems (i.e. industrial districts or local
clusters), a relevant number of small and mediubteutractors specialized in one or few phases of
a supply chain and a flourishing presence of teldgyoand service providers (Sabel and Piore,
1984; Becattini, 1990; Porter, 1990; Sforzi, 2003).

Our study is based on a sample of 62 local clust@pliers, selected from a population of firms
operating in the mechanic local cluster (MLC) ofdRmone. MLC represents an important industrial
district in the North East of Italy with a conceatton of 726 firms (487 Itd companies) within a
radius of few kilometers. All the firms of this lalccluster belong to mechanic industries involvang
number of vertical chains of different industries.g( household appliances, automotive,
constructions, food, textile and others) with firthat have a number of similarities such as similar
inputs and technologies, overlapping sales chammmelemplementary products.

The 62 suppliers come from a data base of the iddietl companies located in the cluster (the data
base with the references of these firms was provigethe Pordenone Chamber of Commerce). We
followed a two-step sampling procedure. First df ale selected the sub-population of the firms
operating primarily in industrial or business tosimess markets (supplier firms). Then, we used a
random algorithm to sample 62 firms from the suptpation of local cluster suppliers. Interviews
have been personally conducted with the foundeherC.E.O. of the firms. Each interview took
approximately 1.5 hours. Anecdotal evidence confiiogn the interviews was used to triangulate the
results of the quantitative analysis.

Table 1 gives information about the size of thenfinn the sample showing that most of the suppliers
are small firms while only 14.6% of them can ba&sidered medium sized firms (the European
Union defines medium-sized those firms with a tdtahover ranging from 10 million € to 50
million € and a total workforce ranging from 50249 employees). Only one firm of the sample can
be considered a large firm.

We choose this cluster for two main reasons. Ffsll, it perfectly fits the typical situation @&
local cluster depicted by Becattini (1990) and €0(1998): a) a population of firms operating in a
specific narrow territory and specialized in fewlustrial fields, b) the division of labor amongniis,

and c) the presence of government and other itistit (i.e. local business and trade associations
and government agencies in charge of the developaighe cluster) providing training, education,
technical support, information and research. Moeeovnost of the firms sprang up as the
consequence of subsequent spin-offs from few langes that acted as primary incubators (Camuffo
and Grandinetti, 2005). Indeed, about 74% of themmany founders of our sample before starting
their own business were employees of firms locatethe MLC. The other reason that led us to
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choose this specific local cluster is that we soéughcluster with good, or at least steady,
performances in order to find remedy against p@kemata bias related to the recent negative
business climate. While during 2001-2005 someaditalocal clusters have undergone a relentless
contraction, MLC has shown a slightly positive dynain terms of the number of firms. Moreover,
during these years our sample of firms has incceés¢h number of employees (11,6%) and total
sales (6,0%).

M easur es

Dependent variable. We measure our dependent variable, i.e. the degfrénternationalization of
local cluster suppliers, using three different naees. Several authors (Welch and Luostarinen,
1993; Chetty, 1999) propose that examining vardiogensions of internationalization yields a better
overview of the firm’s internationalization strajegIndeed, some measures gauge the
internationalization stricto sensu while othersecapth the complexity managed in the international
environment.

Our first measure is the ratio of export salealtetles (ESTS). This measure has been frequently
used for the degree of internationalization of SMIEsand Beamish, 2001) since most SMEs do not
have subsidiaries, foreign assets or even empl@a@esd (indeed out of the 62 firms of our sample
only 2 have foreign production plants covering agmeal part of their total production). However,
ESTS is often overvalued and may indeed producéeausg results when it is considered alone
(Ruzzier et al., 2007).

The second measure is the geographical scopeafifosales, i.e. the number of foreign markets the
company is selling to (Brush et al., 2002). In thiesy we account for differences between firms with
business customers in just few foreign countried fams with business customers in many foreign
countries.

The third measure is the number of foreign custoraktionships. Business relationship is indeed
the central unit of analysis of our framework aaccoherent with the peculiarity of the business to
business markets as opposed to consumer markets Binbusiness markets firms operate in
environments which include only a limited numberidéntifiable actors (Hakansson and Snehota,
2006; p. 259).

Independent variables. Our independent variables, i.e. the presence oihg@ahips with local
customers and the presence of partnerships withl Eappliers, are measured by the number of
partnerships.

We employ a definition of partnership that matctieskey characteristics of business relationships
as stated by the network approach: a) close ardbooative relationships, b) frequently long-term
and complex relationships and ¢) mutual orientasiod commitment of the partners (Hakansson and
Snehota, 1995; Turnbull et al., 1996; Hakansson@mehota, 2006). By definition partnerships are
selective, require reciprocal idiosyncratic invesits and, therefore, a firm can develop partnesship
only with just a few number of customers and swgpli

Coherently with this approach, we asked the infarint@ count the customers (and suppliers) located
within the local cluster with which the firm has weééoped relationships that fall within this
definition: long-lasting and cooperative relatioipshcharacterized by a) extensive contacts between
several individuals of the firms and b) mutual ad@ipn and reciprocal information sharing in
managing business processes such as new prodwelbpeent (i.e. co-development or black box
development), logistics-manufacturing integratipnging and quality management.

Coherently with our theoretical framework (Andersatnal., 1994; Chetty and Blankenburg, 1996;
Bradley et al., 2006), we choose to use the nurobdocal partnerships rather than standardized
measures (e.g. the incidence of local partnershiptotal partnerships) since each local partnership
matters. Having three partnerships with local pasns different than having just one no matter how
many partnerships the firm has developed in total.
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Results
Table 2 reports the descriptive statistics of theasures for our dependent and independent
variables.

We first noticed that our independent variablesenmst evenly distributed among the firms of the
sample. In fact, several firms have not developadnerships with neither suppliers nor customers
while other have developed one or more of them tatihn suppliers and customers. Moreover, there
are firms that have developed partnerships withoroers but not with suppliers and vice-versa.
Hence, four groups can be identified:

e group 1 - local cluster suppliers that do not hawg local partnership (18 firms);

e group 2 - local cluster suppliers having partngrstanly with local suppliers (8 firms);

e group 3 - local cluster suppliers having partngrstanly with local customers (19 firms);

e group 4 - local cluster suppliers with partnershiypsh local suppliers and with local

customers (17 firms).

Using one-way ANOVA, we compared these four growjib regard to the measures of the degree
of internationalization. Interestingly enough, veaiid that group 2 has the highest mean for all our
dependent variables (ANOVA results and Tukey ddifees are reported in table 3). This degree of
internationalization is remarkable particularlywé consider the numerous barriers hindering small
business export development (Leonidou, 2004). Tisegmpliers that have developed at least one
partnership with a local supplier but do not hamg partnership with local customers are the ones
that perform better in terms of all our measuresindérnationalization. In other words, firms
adopting a business network configuration with ompstream local partnerships prevails over the
others in terms of internationalization performance

On the whole, ANOVA results are coherent with hyyasis two but seem to contradict hypothesis
one. However, since ANOVA compare groups identifeedthe basis of the presence/absence of
partnerships, they do not tell us how the numbegranfnerships is actually related to the measures o
the degree of internationalization.

We use OLS (Ordinary Least Square) regressiondsiotiés relation. Table 4 shows the regression
results using as independent variables each meakthre degree of internationalization. We test for
the fulfillment of the conditions required by theultiple regression. The absence of multicollingarit
has been tested by calculating the VIF-values arding that all values lie within a range from 1 to
2.

All the regression results are coherent with presianalysis rejecting hypothesis 1 while providing
strong support to hypothesis 2. The number of pestips with local customers has a negative
impact on the internationalization of the localstkr suppliers while the number of partnership$ wit
local suppliers has a positive impact on it.

Discussion

Local cluster scholars maintain that within lochlsters relationships are collaborative, trust-dase
and a source of valuable tangible and intangibs®ueces for the local cluster members (Porter,
1998; Maskell, 2001; Jacob, 2006). Combining thmeoty with the network approach on

international business networks of small to medaired firms (Johanson and Mattson, 1998;
Anderson et al., 1994; Bradley et al., 2006), weivdea new framework suggesting that both
partnerships with local suppliers and with localstomers should support the degree of
internationalization of a small to medium-sizeddloduster supplier.
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Partially contrasting this framework, our findingsiggests that while partnerships with local
suppliers support the degree of internationaliratiblocal cluster suppliers, partnerships withalloc
customers hinder it.

Two reasons support the first, positive effect. Ting reason is related to the nature of intemfir
relationships within the local cluster. As the theon local clusters points out these relationshiggs
collaborative, trust-based and characterized bygngtrinstitutional and cultural mechanisms that
foster the circulation and sharing of knowledgeo¥tedge transfer among local cluster members is
also facilitated because of the existence of affedransfer mechanisms within the cluster and a
high absorptive capacity among the cluster memfdiaskell, 2001; Camuffo and Grandinetti,
2005). For these reasons, each local partnership wdividual suppliers triggers important
constructive effects towards international relasiuips (Anderson et al., 1994). We argue that these
positive effects manifest themselves mostly in tben of resource transferability and activity
complementarity. Local cluster suppliers absorb artgmt technical and commercial knowledge
learned from each and every of their suppliers @adsfer it on an international basis using it to
strengthen the existing international customertiaahips or to develop new ones. Moreover, the
very nature of each partnership makes the cootdimdtetween the activities carried out with local
suppliers and the activities managed with foreigst@mers smooth and flexible. This way the ability
of local cluster suppliers to handle quickly andeefively unforeseen issues that arise from
international markets is enhanced. For examplen fome of our interviews it emerged that intense
partnerships with two die-sinkers were fundamedtaling forces leading the firm to increase its
export up to 60% of the total sales of taps antihd@is for large installations and to increase its
responsiveness to an ever changing and ever dengaiogdeign demand.

The second reason explaining the supportive efietween the presence of partnerships with local
suppliers and the degree of internationalizatiosrogll to medium-sized suppliers is related to the
widespread division of labor among local clustemmbers (Porter, 1998; Maskell, 2001). A high
variety of suppliers with different specializatiomsists within the local cluster and this increatbes
chances for the local cluster supplier to flexibmbine unique capabilities provided by different
suppliers. The larger is the set of local partnpssthe focal firm establishes with local suppljere
stronger is the ability to flexibly combine thempabilities in order to cope with an ever incregsin
variety of international markets.

The negative impact of local partnerships with costrs on the degree of internationalization of a
local cluster supplier is quite surprising. We adiiat the main reason of this negative effecuis d
to the absence of anticipated constructive effemtshe presence of anticipated deleterious effects
between most of the partnerships with local custsmaed the relationships with foreign customers.
In the majority of local clusters, customers arealkisized firms operating in product niches and
requiring a highly customized output from theiastgic local suppliers. Local cluster suppliersehav
limited managerial resources for exchanges (eslhedace most of them are small firms) and
investing in partnerships with local customersikglly to result in tying up resources from use in
international relationships. As an interviewee peahout, commercial or technical knowledge that a
small supplier of the sample learns from a locatamner could not be reused to develop or reinforce
foreign relationships. Partnerships with local oostrs absorb lots of resources without producing
any positive effects towards internationalizatiorhe very nature of partnerships with local
customers leads also to a high activity irrecomdiky (Anderson et al., 1994) with international
relationships. Since activity patterns have to dred to the requirements of the local customers
(Hallen, Johanson and Seyed-Mohamed, 1991; Futlah,&006), it is very difficult or impossible
for the small to medium-sized supplier to integratévities in local and international partnerships
with each other. Moreover, the small size of locaktomers and the highly specific relational
investments arising from these partnerships pregeppliers from exploit any volume-based or
qualitative positive effect to be shared betweeall@nd international partnerships.

These arguments notwithstanding, the role of lacstomers towards internationalization of local
cluster suppliers has to be considered carefullyiriyy the evolution process of many local cluster
suppliers, local customers have indeed a majorimiupporting the evolution of their capabilities
that eventually triggers their internationalizatiprocess (Furlan, Grandinetti and Camuffo, 2007).
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For example, one of the most internationalized siwh our sample in the early stage of its life eycl
had only one local customer that helped the firnevolve its capabilities and enlarge its market
horizons.

The comparison among the four groups of local elusuppliers suggest important managerial
implications.

First of all, developing partnerships with locappliers but not with local customers (group 2)hs t
business model that entrepreneurs should adopt wthemy want to boost the firm
internationalization. This business model uses|lataster as a mine of specialized skills and
capabilities that present strong complementaritigth firm assets. If managed correctly, this
complementarities enhances the innovativeness ef fitm (Stieglitz and Heine, 2007) thus
supporting the search of foreign customers or tegeldpment of the existing international
relationships. The firms of the group 2 have a madnd strategic orientation that is not limited to
the national boundaries but assumes a global diovenisocal market does not represent a valuable
resource neither in terms of volume nor in termkrafwledge while it absorbs important managerial
resources needed in the internationalization psodaescal cluster suppliers that mostly resemble the
theory of local clusters are those firms that coafge both upstream with local suppliers and
downstream with local customers (group 4). Thisitess model hinders the internationalization of
the firm in that it shuts the firm in the local star. Indeed, partnerships with local clusters evhil
requiring specific investments do not produce armnstructive effect towards international
relationships. Local cluster suppliers that coofeepast with local customers (group 3) are in aseor
position as regard the internationalization thaaugr4 in that they suffer the negative effects
deriving from local customers without enjoying tpesitive effects of partnerships with local
suppliers. Finally, small to medium-sized suppligat do not have local partnerships at all (grbup
are those that adopt a business model of mere &xecwithout developing collaborative
relationships with any of the local cluster membé&nstrepreneurs that adopt this business model do
not rely their strategy on internationalization kart providing their outputs mostly to local or
domestic customers.

Conclusions

Whether and how geographical proximity within lochlsters supports internationalization of small
to medium-sized suppliers is the topic we tackléhia study. At best of our knowledge, this pager i
the first attempt that tries to answer this questia doing this, we advance an original conceptual
framework that integrates the network approachntermational business network with the literature
on local clusters.

Our study provides important and original insigbtsthe role that local business networks play in
supporting the internationalization process of firaperating in industrial markets.

On the whole, our results suggest that geograplpicatimity can be a valuable dimension to be
integrated in the network approach. They confirmattino business relationship is an island
(Hakansson and Snehota, 2006) and highlight theitapce to study interdependences among the
relationships of a business network. Moreover, thiypoint the role that geographical proximity
plays in affecting the interdependence betweenl Ibgainess networks and international business
relationships.

From a managerial standpoint, we maintain the ingpa@e for a small to medium-sized local cluster
supplier striving to internationalize its custonpartfolio to leverage on partnerships with its lloca
suppliers by carefully coordinating internationalsimess relationships with its local upstream
business network. At the same time, managers taelve aware of the potential negative effects that
partnerships with local customers can have onrtteznationalization process. As a firm operating in
business markets goes international, it shouldrssweng ties with local customers.

The study suffers from a number of limitations tbah provide venues for future research. First of
all, given the purpose of the study and in linehwitost of the works that draw on the network
approach (Anderson et al.. 1994; Blackenburg etl806), we focus our attention only on vertical
business relationships. Future studies should dengither local relationships such as those with
competitors firms or institutions. Moreover, followy Blankenburg et al. (1996) we consider only
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direct business relationships (i.e. those thatlaeetly managed by the focal firm) on the assumpti
that the effects produced by the indirect relatmps are mediated by the direct relationships.
Considering the local indirect relationships trotigbrough and well-conducted case studies can be a
valuable way to enrich our framework. Future reslearan also compare the four groups of local
cluster suppliers to see if significant differencesist in terms of firm profitability. Finally,
comparisons between different local clusters aesleé in order to back up our results.

Table 1
Distribution of the suppliers by size
Employees range N %
1-9 15 24.2
10-19 14 22.6
20-49 23 371
50-99 7 11.3
100-249 2 3.2
250 or more 1 1.6
Total 62 100.0
Table 2
Descriptive statistics and correlations (N=62)
Mean S.D. 1 2 3 4 5
1ESTS 27,42% 30,320 1 0494 0324* 0,115 -0,287*
2.Foreign markets 8,45 12,053 1 0545 0,256 -0,227"
3.International customers 69,35 190,875 1 0471  -0,101
4.Partnerships with local suppliers 1,92 3,395 1 0,272*
5.Partnerships with local customers 7,55 15,710 1
"p<0.10: *p<0.05; **p<0.001
Table 3
ANOVA results and Tukey differences (N=62)
N ESTS Foreign International
markets customers
Group 1 18 21,00 6,16 43,50
Group 2 8 60,12 19,75 247,25
Group 3 19 27,68 7,42 30,84
Group 4 17 18,52 6,71 56,05
F=4,529  F=2,991 F=2,975
p=0,006  p=0,038 p=0,039
Tukey (p-value lower than 0,90)
ESTS 1,2 (0,009); 2,3 (0,039); 2,4 (0.050)
Foreign markets 1,2 (0,036); 2,3 (0,064); 2,4 (0,050)

International customers 1,2 (0,052); 2,3 (0,033); 2,4 (0,080)

Table 4

Regression results (T-test in parentheses); N=62
Foreign International

Dependent variable ESTS
markets  customers
Intercept 28,810 7,941* 33,230
(6,529) (4,629) (1,320)
Partnerships with local suppliers 1,856  1,212* 30,144**
(1,650) (2,771) (4,695)
Partnerships with local customers -0,664* -0,246* -3,008*
(-2,716) (-2,585) (-2,156)
R-square 0,123 0,161 0,279
Adjusted R-square 0,093 0,132 0,132
F-statistic 4,138 5,652 5,652

*p<0.10: *p<0.05; **p<0.001
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