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Abstract

Industrial Clusters in Local and Regional Economies A Post Porter Approach to
the Identification and Evaluation of Clusters in North Dublin

Helen McGrath B Sc

In a depatture from the predommantly Porter (1990, 1998) mfluenced cluster studies
that weie petformed on Irish manufacturing throughout the 1990s 1 e studies which
exanmined primanly market based relationships 1n the national context, this
dissertation has focused on local and regional industry concentrations and the nature
of inter-firm relationships within those concentrations Underpinning this approach 1s
a bioad theoretical framework that combines three streams of related literature
industnial distnicts, Porter's clusters and regional systems of innovation

This alteinative approach 1s applied to the local economy of North Dublin whete
analysis of region-specific employment data using location quotients indicates a
number of spatially concentrated mmdustrial sectors We then pose the question Do
spatial concentrations of industry m Noith Dublin constitute clusters? Using a case
study approach we answer this question in relation to three traditional sectors Fish
processing and preservation, Paper print and publishing, and Bakery food products
We find that, for the most part, spatial concentrations do not constitute clusters, at
least not 1n the Porterian sense of the term Despite this, elements or characteristics of
clusters atc 1dentified 1n two of the three sectors

Using a simple analytical framework based on contextual and transactional
environments we compare and contrast the inter-firm dynamics mn each of these
tradhitional sectors We identify a number of factors in each of the sector’s
transactional and contextual environments that have shaped the nature of interaction
between and among firms and attribute the disparate trajectories in firms’ mteractive
processes to these sectoral differences

XV



Chapter 1 Introduction

11 What Do We Mean by a Post-Porter Approach to the Identification and

Evaluation of Industrial Clusters?

The post-Porter approach adopted 1n this dissertation 1s cognisant of the fact that
Potter 1s largely credited with the troduction of a general cluster concept, at the
same time this approach acknowledges different yet related streams of literature that
both pre and post date his seminal work and that add significantly to the formulation
of as broad an interpretation of clusters as possible In a departure fiom the
predominantly Porter (1990, 1998) influenced cluster studies that were performed on
l11sh manufactutimg throughout the 1990s — studies which examined primarily maiket
bascd 1elationships 1n the national context — this dissertation focuses on local and
1egional industry concentrations and the nature of inter-firm relationships within those

concentrations

This dissertation 1s concerned with the exploration of clusters in the local and 1egional
context focusing on one area 1n particular — North Dublin Conceptual and theoretical
1easoning aside, methodologically a post-Porter approach was necessitated by the fact
that regional data (1 e national and international trade flows for Irish 1egions) do not
exist Moreover, approaches based on quantitative analysis alone reveal only market
based links between firms (1 e value chains) and tell us little about how embedded
value chains actually are (e g whether or not collaboration has developed as a by-
product of economic interaction) Moreover, such analysis neglects non-market forms

of co-operation that qualitative approaches can disclose

National studies have concluded that Porter’s cluster theory 1s not applicable in an
l1ish context and that a ‘departure from Porter as a central plank of Irish industrial
pohcy’ (Clancy er al, 1998) 1s required Acknowledging the findings of a series of

empiticat studies conducted on Irish industry throughout the 1990s (e g O’Donnellan,




1994, Clancy and Twomey, 1997, O’Gorman et a/ 1997, O’Connell et al, 1997)' the
decision to adopt both an alternative methodology and theoretical framework was

taken

In theoretical tetms the emphasis 1n Potter’s onginal thesis was on non-networked
maiket ielationships among firms rather than co-operative forms of hinkage in the
development of competitive advantage Revised thinking on his part has however
acknowlcdged the role of co-operation Other related streams of literature have more
notably emphasised the importance of co-operation and suggest that 1t plays a pivotal
tole n, for example, small firm production systems (industrial district literature) and
in leaining and mnovation (regional systems of innovation literature) Using these
literatures as a theoretical base we evaluate cluster activity in terms of co-operatton It
should be noted however that our post-Porter approach does not preclude the absence
of clustering Instead of reaching a null hypothesis 1 e that clustering 1s absent 1n a
spccific sub-sector of industry, we develop a rival theory that offers an explanation for
the abscnce of co-operation and therefore clustering (see Chapter 9 — Inter-Firm

Relationships in the Bakery Sector)

What can the industrial district and regional systems of innovation literatures bring to
this post-Porter approach to cluster identification and analysis? Put simply, they offer
a gieat deal more specificity and msight nto the nature of inter-organisational
iclationships 1 clusters than a purely Porterian approach The interconnectivity to
which Porter 1efers - that must exist between co-located firms n order for a spatially
concentiated group of firms to be deemed a cluster — 1s accorded a central role
these two ielated stteams of hiteratute Not only this but the conditions that lead to
mterconnectivity € g co-operation are prescribed - namely trust, conventions and
norms of economic mteraction These literatures and empirical studies based on their
icspective approaches have facilitated comparative analyses i each of the case

studies (see Chapters 7, 8 and 9)

"\Vhere a journal atticle 1s refetenced only the yem of publication 1s detailed The bibliography
provides detail of exact page numbers [fowever where a book 1s 1eferenced the appiopriate page
numbets arc provided 1n the main text



12 The Evolution of the North Dublin Cluster Study

Molivating the exploration of North Dublin’s industry for cluster activity was the
indication given by O’Donnellan (1994) that there may well be ‘more subtle and
localhised clustering happening in some sectors that does make a difference to
petformance and that should be remforced by govermment support for local
specialised nfrastructure’ Moreover, O’Donnellan (1994) ighlighted the presence of
scctotal pockets of firms in Dublin and suggested that such subtle and localised
clustering was taking place within these sectoral pockets O’Donnellan (1994) hinted
at locahsed clustering rather than providing empirical evidence of 1t In light of this an

exploiatory study was initiated to investigate further

As stated above, national studies have overwhelmingly discounted the approptiateness
of Porter’s theory 1n the Insh context In hght of this and acknowledging the fact that
many 1egional studies to date, although pioviding valuable msight into the workings
of mdustry, have been limited to single sectors € g software manual piinting industry
(lacobson & O’Sullivan, 1994), fumiture manufacturing industry (Jacobson and
Mottiar, 1999, Jacobson er al, 2001) and the computer industry (van Egetaat and
Tacobson, 2004), it was thought that a local cluster study — one which examines all
sectors of ndustry for cluster development — ought to be conducted Although all
sectors were examined using quantitative technmques, a process of data reduction was
cmployed so that a mited number of sectors could be analysed using qualitative
techniques (1 ¢ nterviews) and then from there three sectors became the subject of in-

depth case study analysts (1 e fish processing, printing and bakery)

The 1escarch questions that guided the investigative process were

| Do clustei s of industry exist in Noith Dublin’?

2 What theory can best explain the reasons for and processes of clustering or

non-clustering as presented tn North Dublin?



The fust question led us to an examination of employment data for North Dublin and
the calculation of location quotients that provided quantitative evidence of sectors’
spatial concentration in North Dublin relative to the nation Qualitative investigations
permitted the formulation of a shoit list of sectors that were then examined in more
detail usmg interviews with experts This deductive technique revealed that there was
very hittle co-operation between and among firms Where there was evidence of co-
operation however a number of questions in the form of how and why were raised In
order to answer these questions three case studies were proposed These case studies
cxplore the nature of nter-firm relationships in the Fish Processing, Printing and
Bakely sectors While these case studies address their own sub-set of reseaich
questions the second of the two guiding research questions (as stated above) was

addicssed

While [rish iresearchers have overwhelmingly concluded that Porterian clusters are not
a fcatwie of the Irish economy, some have suggested that sectors ‘gain appreciable
benefits fiom the presence of some form of groupings of connected or related
compantes and industries and from intetactions between them’ (O’Malley and van
Egeraat, 2000) Jacobson et a/ (2001) indicate that the mter-firm dynamics
documented in Co Monaghan’s furniture industrial district are linked to industiial
devclopment They ultimately conclude that the survival of an individual firm “1s very
much connected to the 1elationships 1t has forged with other firms’ This thesis
cxamines these 1deas more deeply by reviewing and developing the relevant litetature

and focusing on inter-firm dynamics in the three case studies

13 Howis This Study New?

Although tesearch has previously been conducted on local and regional clustering in
licland using an altermative framework to that of Michael Porter’s, namely an
approach based on the industrial district literature, this thesis 1s the first to examine, n
licland, all of a local economy’s industnal sectors for cluster activity Moreover, the
fiamework for examination and analysis 1s broader than any other previously used as
1t combines thiee related streams of literature Porter’s clusters, industrial distiicts and

rcgional systems of innovation



Individually, the three case studies conttibute to knowledge of inter-firm dynamucs
specific to a location and a sector By comparing and contrasting the nature of nter-
fitm relationships 1n the three sectors fish processing, printing, and bakery, we
identify the causes of disparate trajectories in firms’ mteractive processes Although
thesc findings cannot be generalised they make a significant contribution to

knowledge by building on and adding to cxisting cluster theories

Furthcimore, our acknowledgement that clusters are not a feature of every local and
rcgtonal economy has enabled us to contiibute to knowledge of how and why clusters
fa1l to emeige detailing the sectoral (transactional) and locational (contextual) factors

at play

The end 1esult 1s a piece of work that adds significantly to knowledge of local
economic development 1n Ireland In the context of current enterprise and cluster
development policies (see Section 3 3 2 Chapter 3) and the history of over-reliance on
forcign owned multinational enterprises (MNEs) for economic development, the
Mndings of the fish processing and printing case studies (Chapters 7 and 8) show that
cconomic development 1s possible based on co-operation among indigenous firms

without MNE 1involvement

14 Structure of the Dissertation

Chapter 2 piesents a review of the literature on clusters It explores the definitions,
types and general charactenstics of clusters [t examines inter-firm dynamics 1n some
detatl focusing particularly on the impottance of co-operation and sheds lLight on its
different forms 1e horizontal and vertical, formal and mformal Included 1s a
discussion on the facilitating mechanisms for the development of co-operation,
namcly trust Consideration 1s also given to the factors that lead to non-co-operative
processes that ultimately result in firms acting n a “stand-alone” capacity The
impottance of local and 1egilonal clusters is then discussed in the context of the
localisation-globalisation debate that serves to justify an examination of local industry
for cluster development The three related streams of literature — Porter’s clustets,
industial districts and regional systems of innovation are then combined to form a

theoretical framework Using two conceptual tools 1€ contextual environment and



transactional environment an analytical framework 1s proposed for guiding the

analysis of mter-industry differences (as presented in Chapter 10)

Chapter 3 examines clusters 1n the Irish context It outlines how ndustrial policy and
development n Ireland over the years have shaped the present day industrial climate
This chapter highlights the historic and present day over-reliance on foreign direct
investment (FDI) — particularly within North Dublin In this context the examination
of co-operation among mdigenous firms 1s made all the more pertment Research to
datc on clustets n Ireland 1s also reviewed and discussed This further suggests that
Porter’s definition of clusters has less relevance in the Irish context than other,
pethaps looser, defimtions of agglomerative development The decision to focus on a

mix of development models 1s affirmed

Chapter 4 details the methodology employed in the research process as well as a
review of cluster identification methods in geneial e g top down versus bottom up
approaches, meso versus micro analysis, mput/output tables, location quotients (LQ)
and the usc of expert opmion through interviews The research phases are outlined
and the data relied upon are detailed The case study design for each of the three case
studies 1s described as well as data collection procedures, triangulation of data sources
and techniques used to analyse data — primanly patten matching The thieat of
mismeasurement 1s acknowledged and the four tests used to address reliability and

vahdity arc outlined

Chapter 5 presents the tndustrial profile of North Dublin Here, the absolute and
sclative importance of North Dublin’s industrial sectors 1s lighlighted The results of
the quantitative analysis are presented and the sectors that contain three or more
fims, have a LQ above 1, and have experienced growth in employment terms and/oi

firm numbers, are mghhghted as having the greatest potential for cluster activity

Chapter 6 ntioduces the three case studies and outlines the reasons for not pursuing

analysis of other spatially concentrated sectors in the same in-depth manner

Chapter 7 presents the case study on nter-firm relationships m the fish-processing

scctor  This chapter 1s primarily conceined with the evolution of a teader firm-



supplier relationship, namely that between a retail buyer and a fish processing
suppher However, the nature of other relatonships, both vertical and horizontal,
between local and non-local firms including non-firm organisations such as trade
associations, 1s also subject to examunation A distinction 1s made between
iclationships co-ordinated on an orgamc basis 1 ¢ through social trust and norms of
economic behaviour and more consciously co-ordinated mechanisms such as dyadic
trust between a leader firm and 1ts suppher We show that the former 1s a powerful
force 1n the creation of a co-operatively competitive environment in which
commeicial information 1s shared At the same time, relationships that are subject to
moic consciously co-ordinated mechanisms, yet still classed as social networks,

factlitate the sharing of technical information that ultimately result in innovation

Chapter 8 presents the case study on ter-firm relationships in the printing industry
The 1elationship between four North Dublin based firms and one South Dublin based
firm 1s focused on 1 parttcular The evolution of a strategic horizontal alliance called
the Printing Consortium of Ireland (PCI) 1s traced 1 € the motives for the cication of
the consortium, the environmental conditions leading to its development and 1its
goveinance stiuctures Particular attention 1s paid to the role of mterpersonal trust
fostcied thiough trade association participation The performance of this co-operative
venture 1s assessed To give context to the inter-firm relationship a review of the

scctot n terms of industry performance, structure and history 1s presented

Chapter 9 presents the case study on mter-firm relationships in the mature sector of
bread, fiesh pastry goods and cakes (NACE 1581) also known as the bakery sectoi

Charactenised by a deep sense of rivalry and secrecy at both the firm and supporting
organisation levels, the bakery sector comprises mostly stand-alone firms 1 e firms
whose transactions are conducted at arms length and co-ordinated by the market In
this chapter we ask why co-operation has failed to emerge 1n the industry generally
and specifically among the spatially concentrated group of firms in North Dublin For
answers we examine the industry’s composition, its history, structural changes and the

extent of o1ganisational change

In Chapter 10 we compare and contrast the inter-firm relationships in North Dublin’s

fish processing (Chapter 7), printing (Chapter 8) and bakery (Chapter 9) sectois In



doing so, we establish what has caused different inter-firm dynamics to emerge We
identify a number of factors 1n each of the sectors’ transactional and contextual
envionments that have shaped the nature of interaction between and among firms and
attribute the disparate trajectories in fitms’ intetactive processes to these sectoral
differences Thiough this evaluation we state clearly the contribution madc by the
casc study findings to the general discoutse on modes of local cluster development
and m particular their contribution to knowledge of local economic development in
lieland Within this clarification process an assessment 1s made as to whether the

inter-fiim dynamics documented constitute industrial clustering

Chapter 11 presents the conclusions of the research



Chapter 2 Literature Review and Theoretical Framework

21 Introduction

This chapter 1eviews the various cluster literatures — focusing on three 1 paiticular —
Porter’s clustess, industrial districts and 1egional systems of innovation The hterature
1s uscd to formulate defimtions and categonse clusters by type The dynamics of
clusters are explored with a strong emphasis on the role of co-operation and trust
within inter-firm relationships We suggest that 1t 1s co-operation that 1s at the centie
of successful inter-organisational relationships — regardless of the cluster foimation
(1 ¢ Portenan clusters, industral distiicts or regional systems of innovation) Using
conceptual and theoretical 1casoning we show how important the study of local and
regional industry for cluster activity 1s and why we should be concerned with

cmpiical analysis at such geographical levels

[n addition to this we explore the reasons why clusters fail to emerge and furthermoie
why some firms operate on a stand-alone basis 1 € on the basis of arms length maiket
transactions o1 “black box relationships™ These 1ssues are of relevance given that
elements of localised clustering are uncovered 1 only two of the three case studies i e
fish processing and printing (Chapters 7 and 8) and a lack of cluster activity 1s
tcvealed in the bakery industry case study (Chapter 9)  Using a set of conceptual
tools — tiansactional environment and contextual environment — we devise a simple
fiamework based on the content of this chapter for the analysis of intet-industty

differences in Chapter 10

22 Definitions of Clusters

Following Porter’s (1990) introduction of the concept, examples of successful clusters

have been documented in many parts of the world and in many different industnes,




both high-tech, science based (e g i Silicon Valley (Saxeman 1990, 1994) and
ttaditional (e g m the Third Italy (Piore & Sabel, 1984, 1989) The use of the term
‘clusters’ in the academic literature usually follows Porter’s (1990, 1998b) defimtion
He deﬁnés them as °‘geographic concentirations of terconnected companies,
specialised  suppliers, service providers, firms 1 industries, and associated
mstitutions' (e g, umversities, standards agencies, trade associations) in a particular
ficld that compete but also cooperate’ Clusteis aie, in his view, the basis foi
international  competitiveness  Although Porter stiesses the mmportance of
geogiaphical proxtmity his unit of analysis 1s the national rather than the regional ot
local scale and ‘clusters are conceived as broad industry groups linked within the
ovcrall macio economy’ (Feser, 1998) More broadly, clusters can also refer to
vatious other forms of industrial agglomeration such as industrial districts, industry
nctwoiks and regional systems of innovation, some of these concepts have a history

that goes back to the 19" century

Bergman & Feser (1999) describe a regional cluster as one ‘whose elements share a
common 1egional location, where region 1s defined as a metropolitan area, labow
matket, o1 other functional economic unit” while Isaksen & Hauge (2002) define 1t as
‘a concentration of interdependent firms within the same or adjacent industtial sectors

in a small geographical area’
221 Inteipreting Geograplic Concentration

The use of the words ‘geographic concentrations’ in Porter’s defimition makes us
immediatcly aware that firms and actors within clusters share some common ‘space’
That spacc 1s open to mterpretation and can imply different territorial levels
depending upon the focus of analysts Mottiar & Jacobson (2002) make a distinction

between ‘place’ and ‘space’ suggesting that the latter 1efers to the ‘wider arena n

' Ldquist (2001) 1s entical of the literatwie m geneial for not distingwishing between ‘o1gamsation’ and
mstitution” Or gainzatrons aie formal structutes, usually with an explicit purpose  They ate the actots,
hke fums umversities state mnevation agencies and financial seivices companies  Insnututions aie ‘the
tules of the game thatis, the sets of common habits, 10utines, established practices 1ules, o1 laws that
regulate the 1elations and interactions between individuals, groups and otganisations’ ( Edquist, 2001)
Many wniters, Poiter included, seem to use the term mstitution’ to 1efer both to the rules of the game
and to formal sttuctures
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which firms produce’ (that ts the national and international arena) with the formei

1eferning to ‘the local area in which firms are located’

222 Local Clusters

It 1s ‘place” which we are most concerned with n this study Clusters emerge and
grow accotding to Isaksen & Hauge (2001) because of place specific conditions
inciuding the ‘avatlability of raw materials, specific knowledge in R&D oirganisations
or traditional know-how’ The conditions causing clusters to emerge and giow may
not be uniformly distributed across all regions and places This leads to the conclusion
that ‘somc 1egions will win at the expense of others’ (Hudson, 1999), depending upon
then paiticular ‘endowment of production factors’ (Vesti, 2002) Therefote it 1s
1casonable to assume that clusters are not an element of every regional and local
economy and 1t 1s important not to prejudice any empirical investigation by assuming
othciwise In adhering to such a principle the research methodology herein (see

Chapter 4) was formulated

Rosenfeld (2002) has suggested however, that clusters may be induced by careful
policy design and implementation There 1s some dispute about this, Stemer (1998
pp14-15) argues that ‘no kind of policy can substitute for the dynamism and social
organmisational skills that must exist on a local and regional level for cluster-building
policics to succeed” This of course begs the question as to whether policy can

engender — among other things — dynamism and social organisational skills

223 Clusters as Economic and Territorial Concepts

Although our focus of analysis 1s the regional and local scale 1t 1s essential that we atc
awaie fiom the outset that clusters can exist at other terntorial levels (national or
international) and within a dimension other than the geographic, namely the economic
(Fesei, 1998 25) Feser (1998) suggests that certain clusters may not be ‘localised n
scope’ and that depending upon the particular sector characteristics, industry may be
moic economically rather than geogiaphically clustered What this means 1s that
fums may be closely associated with one another 1n relation to the production ot

distitbution of a good or service, but may nevertheless be widely dispersed spatially
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They may, i fact, be more or less clustered on either of these dimensions In
addition, the spatial dimension 1tself can have different scales, so that an industry can

be clustered nationally, but not locally or 1egionally (and vice versa)

Feser (1998) touches on, without explicitly stating, the notion of organisational
proximity without spatial proximity, this 1s a notion that Heanue & Jacobson (2002)
have explored 1n the Irish context They suggest that a process of innovation and
learning (themselves the products of clustering) can be developed through networked
fiims ‘in the absence of spatial propimquity’ They further suggest that ‘research
attention may be too focused on proximate clusters of enterprises’ given the nature of
licland’s open economy and the fact that 1t 1s increasingly seen as a region within the

European Union

However, 1f a particular sector 1s economically clustered — in other words if it 1s
charactenised by deep vertical and horizontal linkages and relationships and thete 1s a
significant sectoral presence (1implying a large number of firms) — in a particular

locality then theie 1s reason to favour the local territonal scale over the national

{(Hudson, 1999)

23 Cluster Charactenistics

In oider to justify our exploration of clusters at a local and regional level there 1s a
need to outline both the theoretical and conceptual reasoning fo1 favouring thesc
tertitonial scales over national or even international levels Before doing so however,
we nced to expand on our definition of clusters by exploring the nature o1
charactenstics of clusters There are many different views on the prerequisite
conditions for clusters to come mto existence Marshall (1898) identificd six mam
factors 1 the localhisation of industry These were physical conditions, demand
conditions and pohtical/cultural conditions, which he called causes of localisation,
and exteialities arising from knowledge transfers, growth of ‘subsidiary trades’, and
the local market for special skills required by the imndustry, which he called the
advantages of localisation (Tacobson er al, 2002) Section 2 5 4 discusses Maishall’s

localisation economies m more detail



Rosenfeld (1997) provides a list of what he considers to be the main prerequisites foi
clustening synergy critical mass of similar or related economic enterpises,
spectalised services and nftastructure, rapid exchange of information and knowledge,
a skilled wotkforce, a strong sense of competition between firms, high rates of new
busimess foimation, social infrastiucture and a culture of trust to facilitate mter-firm
co-opciation Clusters can be categorised n tetms of ) Size and scalc, 2) Stage of
development, and 3) Type Within type, we distinguish between the role of
indigenous and foreign owned fiims, SMEs (small to medium sized enterprises) and
latge multinational enterprises {(MNEs) and their respective contributions to cluster
development We also distinguish between clusters in high-tech industries and those

i motec traditional industties

231 Size and Scale of Local/Regional Clusters

Poiter (2000) describes clusters as ‘critical masses of unusual competitive success in
paiticulal business areas’ The term ‘critical mass’ implies levels of agglomerations of
successful firms required for sustained growth and development The framework that
Poiter applics in The Competitive Advantage of Nations 1s clearly ‘set at the level of
the nation’ (1998 pxn) and as outlined earlier 1s orientated towards mteinationally
competitive industries Despite this, Porter (2000) later acknowledges that ‘clusters
may occur in many types of industries, in smaller fields, and even in some local
industiies such as restaurants, car dealers and antique shops’ (2000) We accept this
later tefinement and agree that clustering processes are not exclusive to laige-scale
internationally competitive industries and that cluster development can take place n
small-scale, localised industiies This 1s something that Rosenfeld (1997) highlighted
long before Porter, suggesting that ‘the scale of employment [need] not be
pronounced ot prominent’ and that firms’ ability to produce synergy through their
‘gcogiaphic proximity and nterdependence’ was more important Indeed, description
and analysis of these processes go back at least to Marshall (1898) m the late 19"

century
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232 Stages of Cluster Development

In addition to the different scales at which cluster development can take place 1¢e
local, 1cgional or national level, theic are a number of stages to the cluster
development process that should be noted Rosenfeld (2000) outlines four stages the
fitst bemng the embryonic, which thiough ‘mnovations, mnventions or inward
ivestment’ evolves mto a growing cluster A cluster at the growth stage 1s one
‘where markets have developed sufficiently to spin off and attract rmitators and
competttors’ so that entrepreneurial activity 1s stimulated A growing cluster develops
into a matwe cluster ‘when the processes or services become routine’ and when more
‘imitators enter the market” Only when ‘products become fully replaceable by lower
cost o1 more effective substitutes’ does the maturing cluster enter a period of decay o

decline (Rosenfeld, 2000)

233 Cluster Types

1) ‘Overachieving’, ‘underachieving” and ‘wannabe’

Drawing on the work of Michael Ennight, Rosenfeld (1997, 1995) developed a
typology of clusters He describes three types of clusters working or ‘overachieving’,
latent o1 ‘underachieving’ and potential or ‘wannabe’ clusters The mability of
clustered firms to realise benefits 1s due, Rosenfeld suggests, to ‘weaknesses and gaps
m soctal infiastructure’ The theoretical and empirical underpmnings of such a
statement can be traced to the industnal district literature where social relations and
the o1ganisation of economic relations are intertwined (Pyke & Sengenberger, 1992,
pl9) Pyke & Scenegenberger (1992, p19) add that ‘economic behaviour and standards
are likely to be at least in part shaped by community norms and expectations,

producing customary arrangements and ways of doing business’

The overachieving cluster 1s a cluster in the matute or advanced stage of development
wheie ‘groupings of firms have the social infrastructure and generate networks that
keep information flowing continually, spatk new 1deas, and encowage ncw firm start
ups’ They have in effect 1ealised their full potential Rosenfeld cites the electronics

mdustiy 1 Cahformia’s Silicon Valley as an example of a working cluster
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Underachieving clusters, like working clusters, have the scale and opportunities for
cluster activity but lack the ‘social fabric and community norms that promote
mteraction among workers and employers’ (Rosenfeld, 1995) (In Stemner’s (1998)

terms, the underachieving cluster lacks dynamism and social organisational skills )

Finally, Rosenfeld describes potential clusters as those that display some of the
charactenistics of working clusters but, ike underachieving clusters, lack certain
elements These potential clusters Rosenfeld suggests are usually in sectors which
have been selected by states to be developed nto clusters but do not have all of the
‘prerequisite conditions’ (see above) What Rosenfeld (1995, 1997) 1s suggesting 1s
that sectois may display one or a number of these conditions but not all and aie

theiefoic classed as potential rather than working clusters

Within cluster type there are further considerations which Rosenfeld does not expand
upon but which are well commented upon by others Among the distinctions of
potential relevance 1n the context of this dissertation, are those between indigenous
fiim and forcign owned firm clusters, SME and large firm clusters, and high-

tech/science based and traditional sector clustets

The aim of this section 1s to dispel some of the myths about clusters a) that they only
compiisc indigenous firms b) that they only comprise SMEs and c¢) that they ate
precdominately found in either high tech or low tech industries when n fact there s

evidence of clustering in both and, in some cases between both

1) Indigenous and foreign owned firms 1n cluster development

According to Porter (1998, 19) ‘the home base 1s the nation i which the essential
competitive advantages of the enterprise are created and sustained’ The home base
industiics to which Porter refers are essentially domestic or indigenous industiies
(Clancy et al, 2001) Porter’s acknowledgement of the role of foreign MNEs 1n clustel
development 1s minimal and pertains only to foreign MNEs that ‘become part of the
host countty’ (Clancy et al, 2001) Porter’s explanation of this 1s as follows ‘As long
as the local company remains the true home base by retaining effective strategic,

creative and technical control, the nation still reaps most of the benefits to its
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economy even if the firm 1s owned by foreign investors or by a foreign firm’ (1998,
19)  Unless foreign firms ‘make permanent mvestments mn a significant local
presence’ (Porter, 2000) then they, in Porter’s opinion, have httle to contiibute to
local cluster development This, according to Clancy et al (2001) 1s ‘particularly
problematic 1n the Irsh case since inward direct mvestment represents a very laige
scgment of Inish economic activity” The general exclusion by Porter of subsidiaries
of MNEs from a country’s clusters, was cnticised soon after the publication of the
fust cdition of his book n an extensive review by Dunning (1992) Dunning

evphicitly revised Porter’s framework to include MNE subsidiaries

Despite Porter’s apparent dismissal of foreign MNE contribution to cluster
development, there 1s a growing body of hterature which suggests that foretgn-owned
MNEs can and do make a valued contribution to local economic development
Accoiding to Birkinshaw (2000), foreign mvestment has a mostly positive impact on
cluster development and upgrading especially in rapidly growing industries The
presence of foreign owned MNEs 1n a given locality Birkinshaw suggests improves
the ‘attiactiveness’ of the local or regional cluster and ‘raises awareness’ of the

industry or cluster on a world scale

Multinational corporations are, 1n many iegions, the main source of new technology
and collaboration between multinational enterprises and local firms provides ‘vital
tecchnological and organisational traming which local firms use to stiategically
develop market networks and mnovative capacity in the home market’ (Zhou & Xin,
2003) This 1s what Enright (2000) describes as a ‘dependent’ model — a model n
which cluster based development 1elies solely on attracting the facilities of foreign
MNEs to induce 1egional development Enright (2000) suggests however that theie
may be an alternative — an interdependent model — in which the foreign owned firm
plays a ctitical role in the cluster and where 1ts location n the cluster plays a critical

1olc 1n the strategy of the MNE

Matkusen (1996) describes a number of variant models of behaviour with regard to
large fim ot MNE behaviour Within her ‘hub and spoke’ industrial district, core o1
‘anchor’ firms a1re embedded non-locally and have substantial links with suppliers and

competitors outside of the district Despite exhibiting ‘intra-district co-operation 1t
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will generally be on the terms of the hub firm” The strategies of the dominant firms in
such a model will influence the long-tetm growth prospects of the locality/region
‘Satellite platforms’, that comprise ‘branch facilities of externally based multi-plant
fiims’, n contiast to hub and spoke distiicts are devoid of links or networks within the
icgion  Connections within this distiict type are predominantly to the parent
coipoiation o1 to branch plants located elsewhere This indicates a lack of
cmbeddedness — an 1ssue often raised in the context of foieign firm mvolvement in

industnial clusters

A lack of embeddedness may prevent cluster development of any real significance
fiom taking place Apart from providing employment to the local commumty the
impact of a MNE on a local area may be mimmmal due to 1its lack of autonomy in
sourcing supplies MNEs tend to be tied to the centralised supplier base of their parent

company and can therefore act as a barrier to local sourcing (Brown, 2000)

1) Firm size The role of SMEs and larger firms 1n clusters

In addition to firm type there 1s a need to note the contribution of firms of varying
sizes 1¢ SMEs and larger firms, to the cluster development process If we look
towairds the llalian industrial districts as an example of cluster formation we see that
small to medium sized enterprises have the greatest potential for employment growth
and have the capability of achieving greater efficiencies and more flexibility than
larger enterpnises (Sengenberger & Pyke, 1997, 7) For the most part the ‘population
of fiims™ (Becattini, 1990 p39) to which the industnal district hiterature refers are
SMEs (Paniccia, 1998)

The contitbution of SMEs to economic development 1s not exclusive to the Italian
industnal distircts Morgemoth and O’Malley (2002) suggest a link between SMEs
and tegronal growth and development in lieland This conclusion was reached when
smaller firms examined over a period appeared to contribute more to employment
growth than larger firms Having said that however, Lazerson and Lorenzoni (1999)
warn that *although the vast majority of industrial districts firms are 1elatively small,
1t 1s a mistake to assume that they are  the dommant noims  [In fact,] larger firms

fiequently organmise production among groups of smaller firms ’ This mntioduces the
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notion of leader firms in local economies — a topic that 1s discussed further mn Section
2103 and Chapter 7 While SMEs appear to contribute most to cluster devclopment
the 1ole of larger firms should not be discounted especially — but not only — in the

context of leader firm activity

It 1s intciesting to note that in empirical investigations conducted on 34 European
1egiond] clusters, Isaksen & Hauge (2001) found that clusters are increasingly made
up of SMEs Fiom this we can conclude that while SMEs may be the predominant
fium typc m a cluster there may a small number of larger firms that ‘lcad’ these

smatler firms

1v) High-tech and traditional

Inally, we turn our attention to clusters centred on high tech or science-based
industiies and clusters which rely on ‘more traditional, local skills’ (Isaksen & Hauge,
2001) Isaksen & Hauge (2001) in particular have noted differences in the nature and

opciation of these two types of cluster

They found (fiom a survey of 34 European regional clusteis) that high tech and
tiaditional clusters differed 1n age, the form of transaction most frequently used, the
type of local collaborators used and the type of innovation activity which they
participated 1n Science based clusters wete found to be predominantly young 1 ¢ they
weie established after 1970 Traditional clusters on the other hand varied in age with
clusters having been established before and after 1970 Traditional clusters conducted
transactions thiough long-term market relationships while science-based clusters
iclicd on these and other transaction forms such as temporary coalitions Clusters n
ttadhitional industries view service suppliers and public authorities as important local
collaboiatois while clustets 1n more high-tech industries use R&D nstitutions as well

as pubhic authonties to form collaborative ties

The two cluster types are very different as regards innovation activity 1n that science
bascd clusters tend to use ‘tcchnology generators’ to crcate changes 1n the
orgamsation of the production process and m product development Isaksen & Hauge

(2001) define ‘technology generators’ as radical mnovation processes wheteby totally
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new products are designed and manufactured Traditional clusters on the other hand
1cly on ciemental mnovations 1e more cautious, gradual mmprovements (o
processes and products The most common area of nnovation within tiaditional
clusters mn their study 1s not in product development or production processes but n

methods of matketing and distribution

Despite the fact that mnovation 1s more often than not associated with R&D firms,
latge multi-national type enterprises and more recently high tech or science-based
industral sectois, innovative activities, as Blumentritt (2004) reminds us, are not just
about the development of new products or services Firms, he suggests, can be
innovative i many ways for example by creating new or improving support services,
delivery mechanisms, improving the efficiency and effectiveness of internal processes
and discovering new ways of establishing and maintamng relationships with
customers This ties n with the recent findings of the PILOT? project where the
defimtion of mnovation 1s broadened so that 1t 1s not confined to science-based high
tech mndustnes or to expenditure on R&D (Bent and Laestadius, 2005) (See Section

2 9 lo1 futther discussion on innovation)

Given that many of the sectors displaying a concentration in North Dublin (see
Chapter 5) can be classed as tiaditional, these characteristics have been taken into

consideration m the assessment of cluster activity

24 Dynamics of Clusters

In building a broad understanding and multi-interpretive approach to clusters there 1s
a nced to focus on some specifics 1n particular the dynamic or inner-workings of
clustct formations We know that a cluster 1s not just a group of co-located firms n
the same or 1elated industries What makes a spatial concentration of firms a clustei
are the Iinks or interconnectivity among firms and between firms and supporting
otganisations The mterconnection to which Porter (1998 73) refers 1s characterised

by ‘veitical and horizontal relationships’ Porter indicates that a ‘nation’s successful

* Ihe PILOY pioject — Policy and Innovation in Low-Tech — 1s a Eutopean Comnusston funded ptoject
mvolving eleven Cutopean Union countites The p1oject has highhighted the contribution made by low-
tech industiies not only to employment and growth but also to the cteation of knowledge See

www prlotproject org and Hirsch-Kiemsen o af (2005)
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mdustties are usually hinked through vertical (buyer/supplier) or hotizontal (common

customets, technology, channels, etc ) relationships’ (Porter, 1998 149)

Ennight and Roberts (2001) agree that both ‘linkages and interdependencies among
actors 1n value chains’ are at the centre of the cluster concept However, they believe
that the dynamics of clusters have moved away from traditional ‘horizontal networks
of Nims operating i the same end-product market in the same industry gioup’ and
desciibe a modern concept of clusters where dissimilar firms and institutions come
together to collaborate on ‘R&D, innovation, commercialisation and marketing to
produce a 1ange of new or re-engineered products and services which are often cross-

scctoral in nature’

The more traditional, vertical economic linkages should not be discounted however,
as fitms will always need supphets from whom to source their mputs and buyers to
whom they can sell their outputs In fact, suppliers that are also collaborative partners
play a key 10le in mmnovation processes according to Edquist ef ¢/ (2002) They found
that collaboration between buyers and supphers of material and components as well as
supphers of machinery led to product innovation in East Gothia, Sweden Whethe
linkages tend to dominate the regional economy rather than the local — or whether

they aic in fact pnimarily mternational — 1s a matter for empirical mvestigation

Like Ennght & Roberts (2001) Rosenfeld (1997) emphasised that clusteis contain
‘active channels’ for ‘business transactions, dialogue and communications’ A cluster
theiefore, 1s something more than a spatial concentration of firms and 1s based on
systemic 1elationships among geographically bound firms These relationships can be
built on ‘common or complementaty products, production processes, cote
tcchnologies, natural resource requirements, skill requirements, and/or distiibution

channels’ (Rosenfeld, 2002)

‘Interactions among firms 1n an mdustnal cluster are considered to be piimanly
matket based and of a non-networked nature’ ‘(Tacobson et al 2002), whereas the
1elationships i industnal districts use networks as a mechanism to develop ‘relational
contracting, collaborative product development and multiplex inter-organisational

alliances’ (Staber, 2001) Trust and co-operation co-exist with competition m an
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mdustiial distiict unlike 1n a Porterian industrial cluster where nvalry among firms 1s
thought to be a key determmant 1n 1ts formation (Jacobson et a/, 2002) It should be
noted that even Porter’s own defimtion of clusters has changed over time Co-
opctation 1s now more clearly an element of his cluster (1998a, 1998b), but he sees 1t
as particulaily important n vertical relationships In industrial districts 1t 1s present

both vertical and honizontal relationships (Brusco, 1992)

Isaksen & Hauge (2002) emphasise the importance of networks to regional clustering
suggesting that regional clusters comptise local netwoiks 1 the form of production
systems foi example However, industry networks (local or otherwise) are not limited
1o production linkages, they can comprise 'a set of organisations (e g firms, unions,
statc agencies, assoclations) that have developed recurring ties (e g buyer-supphet

ielationships, joint activities, informational ties) when serving a particular market'

(Ebeis and Janllo, 1997/1998)

Isaksen & Hauge (2002) 1n advocating the use of ‘precise definitions’ to aid empirical
explotation, suggest that the dynamic in a regional cluster 1s limited to the
spontancous mterconnectivity among a specific group of actors 1 e firms (and not say
between firms and supporting orgamisations as indicated m Porter’s definittion of
industiy clusters) More orgamised co-operation amongst firms that 1s underpinned by
prevalling mstitutional structures (1e trust, norms and conventions) and that
facihitates fiums® mnovative activity 1s defined by them as a regional mnovation
network  When foimal knowledge creating and diffusing organisations such as
universities, colleges, training organisations and business associations co-operate with
lims to support regional mnovation the term used to describe this dynamic 1s

I(ﬁgl()ll(l/ innovation system

The dynamics of 1egional systems of innovation share some of the characteristics
typical of Portenan clusters and industrial districts 1n that interaction amongst firms
and supporting orgamisations 1s a feature and linkages between actors that aie based
on tiust and co-operation The fundamental difference however, 1s that the objective
and outcome of such networks and nteraction is innovation (Andreosso & lacobson,

2005 p210 referring to Cooke, 2001)
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241 The Importance of Co-operation

In his fust cdition of The Competitive Advantage of Nations, Porter (1990, p107)
outhnes the significance of ‘rivalry at home’ and how 1t has ‘a profound role to play
in the process of mnovation and the ultimate prospects for international success’
Andicosso & Tacobson (2005, p200) in referring to the work of Lazomick (1993)
suggest that the domestic rivalry to which Porter refers 1s actually co-operation In
later work Porter (1998b) expressly states the importance of co-operation — describing
it as the ‘social glue’ that binds clusters together He describes the emeigence of an
environment where competition and co-operation co-exist In so doing he stresses the
mmpottance of personal relationships, face-to-face contact and the need to ‘foster

ongoing telationships’ as well as a collective approach to industry needs

Sengenbetger & Pyke (1992, pl6) stress that co-operation can act as a mechanism for
‘improving the competitive capacities of small firm communities and networks’ They

outhne the vaiious forms that co-operation can take

The forms co-operation can take are several, subcontracting and
dividing up of orders, allowing individual companies to accept orders
beyond their normal manufacturing capacities, collaboration between
mdividual firms at different stages of the production cycle whereby
“partners” develop together the most appropriate technical specifications
and designs, collaboration to tiam labour for the district as a whole
Wheteas in a competitive environment small firms, unable to affoid to
tramn their own labour, will compete strongly to take as much as they can
fiom an ever-dimimishing pool, in a regime of co-operation and trust the
same firms will combine their resources to ensure a collective provision
of skills, the collective provision of services and the kind of co-
operatron that takes the form of “good neighbourhiness” — lending of
tools, helping out with spare parts, passing on advice, assistance in

cmergencies, etc (Sengenberger & Pyke, 1992, p17)

It 1s clear therefore that co-operation creates positive externalities and can produce

cconomies of scale and scope Underpimning ‘the advanced forms of co-operation’
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that are found m Itahan industrial districts 1s the ‘social community holding

suppottive sets of values’ (Sengenberger & Pyke, 1992, p19)

The cmphasis on collaborative and co-operative telationships as opposed to purely
market based ter-firm relationships in the clustet literature can be attributed to these
cconomics that are created by such depth of mteraction It 1s well documented that
collaborative telationships amongst economic actors, such as buyers and suppliets for
example, within regions can lead to knowledge spill-overs, localised learning,
impioved mmnovative capacity and mnovation processes that constitute systems of
mnovation (e g Garibaldo & Jacobson, 2005, Capello, 2002, Koschatsky, 1999,
Maskell & Malmberg, 1996) In Garnbaldo & Jacobson’s (2005) empirical
mvestigation of European SME innovativeness and competitiveness the findings
show that co-operation not just among firms but between firms and non-firm
orgamsations like unmiversities and trade associations are important for ‘boosting
mnovation, quahty assurance and vocational training” They add that SMEs cannot
solcly 1ely on their own nformal tacit knowledge base for innovation purposes but

1icquire supplements in the form of public goods

No matter what the immediate purpose of co-operation (or indeed the mode), whethet
10 achieve cost savings, gain (external) economies of scale in production, access new
knowledge for learning and mnovation or obtain a greater degree of control over
suppheis, the underlying driver i external co-operative relationship formation is the

need to achieve some kind of competitive advantage

For Potter (1998b, pp 49-50) ‘a history of sustamed and cumulative imvestment” m
(customer) 1elahonships creates an intangible asset which 1s a higher-order advantage
in the ‘hicraichy of sources of competitive advantage in terms of sustamability’
Langlois & Robertson (1995, pl1) similarly attribute a firm’s success in generating
‘the mghest possible returns’ to the acquisition of and accurate use of ‘information ot
knowledge about producers and production processes’ that can be extracted externally
1c fiom other firms A firm’s relationships are among the sources of its
competitiveness according to the resource based theory of the firm ‘a firm’s
compctitive position 1s defined by a bundle of unique resources and ielationships’

(Das & Teng, 2000 referning to Rumclt, 1984 p557) Even the survival of an



i

individual firm ‘1s very much connected to the relationships it has forged with other

firms’ (Jacobson et al, 2001) Wilkinson & Young (2002) elaborate

Fims do not survive and prosper solely through their own
individual efforts, as each firm’s peiformance depends
important ways on the activities and performance of others
and hence on the nature and quality of direct and indirect
rclations a firm develops with these counterparts Inter-firm
relations mvolve a mix of co-operative and competitive

elements (Wilkinson and Young, 2002)

Ifinter-fitm relations enhance a firm’s peiformance, why is it that some firms engage

m mote co-operative forms of interaction than others?

242 Types of Co-operation

At this pomnt it may be useful to reflect briefly on what 1s meant by co-operation — an
impoitant source of Marshallian external economies (Harrison, 1994) Co-operation
can include “weak ties” between firms in a local economy through which information
Is shaied 1 e through gossip and informal “chit-chat” between company owners,
managcrs o1 employees (Lorenzen, 2001/02) This type of co-operation can become

institutionalised and form part of ‘the rules of the game’ by which firms operate

Sull at an nformal level, co-operation can emerge as a by-product of economic
intcraction ot as Gertler (1995) calls 1t, an ‘organised market transaction’ in which
there 1s extensive interaction and communication between the buyer and supplier The
cxample given by Gertler (1995) 1s the interaction between a producer of machinery
and the prospective machmery user firm A feedback mechanism between the two
fiims provides the producer with information enabling him to improve the machinery
and the user with means of obtaining assistance 1n the use of the machinery, a process

of leaining (by using) and mnovation (through mteraction) 1s thus apparent

At a more formal level but stitl including economic mteraction between actors — both

honizontal and vertical — there 1s stiuctured co-operation between for example firms in
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the same ndustital sector (horizontal co-operation) that form a joint venture for the
puipose of accessing new markets or achieving economies of scale Another example
would be firms i a supply cham (vertical co-operation) that form a partnership
approach with the aim of increasing efficiency, improving processes and co-

developing products or components of products

Within stiuctured forms of co-operation there must be commitment by both parties
Comnutment can mean allocation of resoutrces (financial, human, temporal) that result
in opetational integration and technological mtegiration (Carbonara, 2002) This has
implications for firms’ boundaries and the use of terms like quasi-vertical integration
o1 quasi-horizontal integration may be applied to certain co-operative forms (Langlois

& Robettson, 1995, pp 137-138)

Lying somewhere between “soft” (1 ¢ weak ties that are largely informal) and “hard”
(1c stiong ties that emanate from economic interaction) forms of co-operation, that
aie honzontal in natute, are the links between firms and non-firm organisations such
as ‘producer cooperatives [that] arrange with small manufacturets to provide
centralised exhibitions and organise participation in international fairs’ (Langlois &
Robertson, 1995 138) Other examples are orgamisations that provide professional
taming, quality certification, financial planning and/or consultancy services for new
product and pirocess development (Carbonara, 2002) The result 1s a form of quasi-

hoiizontal integration (Langlois & Robertson, 1995, p 138)

From tlis, 1t may be possible to introduce a typology of co-opetative foims (Sce
Figume 2 1) This 1s not intended to be exhaustive in scope but rather illustrative of co-
opcration types according to the type of linkage 1 ¢ horizontal or vertical and formal
or mtormal We see that stiategic alliances and partnerships can be found in both
formal and informal co-operation types and among vertically and honzontally
associated actors Depending on the levels of trust alliances and partnerships may be
co-ordinated by contract (formally) or by trust (informally) that has been built up over
time thiough telational cxchange or by the “rules of the game” (1e socially
regulated) Tomnt purchasing, for example, that appears in the top left quadrant 1s a
type of stiategic alliance Depending on how well the parties involved know and trust

onc another this may be either foimally o1 informally co-ordinated co-operation
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Simlarly a partnership between a supplier and buyer (horizontal) may be co-ordinated
on the basis of trust derived from 1epeated economic exchanges (informally) o1 by
contiact (formally) For this reason partnership straddles both the informal and tormal
quadiants 1he figure also shows that both strategic alliances and partnerships can be
found among horizontally and vertically linked actors and therefore they are displayed
at the centie of the fowr quadrants (For further discussion of the transition from

organic to moie co-otdinated foims ot co-operation see Chapter 7 )

Figure 2 1 Infoimal and Formal Co-operation According to Linkage Type

Honrizontal Vertical
Weak ties Co-operation as
(1e gossip or chit chat by-product of
among firms’ employees & economic nteraction

Informal ] managers)

Sharing of resouices Cost teduction
e g tools and
machinery

Quality Management
Jowt purchasing

Strategic
Alhances

Pre-competitive
Formal agreements on product
development
Co-design
Joint ventures
Co-maheishup

sub-contracting
Consortia Innovation and
(e g purchasing product/process
or sales) improvements

243 Tacditating Co-operation — The Role of Trust

Undeipinning the degree to which actors (firms or non-firms) co-operate with one

another 15 tiust Trust may be socially and institutionally embedded mn a particular



placc According to Granovetter (1985) this embeddedness is the result of ‘the
iclationship between daily economic relations and the deeper context of social and
pohtical mstitutions, norms and tacit rules that reproduce community’ (Harrison,
1994) In this sense, trust may etther be ascribed or socially 1egulated (Heanue &
lacobson, 2001/02) Ascribed trust refers to trust based upon a characteristic shared
by mteracting otgamsations (firms or non-firms) (Heanue & Jacobson, 2001/02)
[hrough a process of ascription actors expect a certain type of behaviowr fiom those
they interact with simply by virtue of them belonging to a particular social group (e g
family) (Loienzen, 2001/02) When trust 1s socially regulated there are codes ot
notms of behaviour that are shared by firms in some kind of association, a
contiavention of these codes or norms results n expulsion or other action that

damages the firm’s prospects 1n some way {(Heanue & Jacobson, 2001/02)

Tiust may, however, be created through repeated relational exchanges in long term
iclationships (Paniccia, 1998) that result in ‘relational, economically motivated
stiuctures of trust” (Langlois & Robettson, 1995 pl129) We show that this is the case
in the 1elationship between a buyer and a supplier m the fish processing sector
(Chapter 7) In Lazerson and Lorenzoni’s (1999) opinion, trust and co-operation are,
lo a large extent, the outcome of ‘reciprocal relations’ developed over time rather than
“a 1esouice bunied n the [industnal] distiict’s substratum readily accessible to all of

its denizens’

Lorenz (1999), 1n his study of long-term subcontracting relations amongst firms 1n the
machine-building industry of Lyon, found that moral contracts supplemented only by
a wiitten order form and not a detailed wrnitten contract provided ‘a set of implicit
procedural yules’ that contributed to the build-up of trust between paitnets He
sticsses that “if nusttust 1s too deeply embedded, owing to a legacy of conflictual
iclations, the actors may be unwilling to bear the inevitable risk involved in entering
mto long term contractual relations’ even 1if the prospects of mutual gain aie gieat
Thiough a step-by-step process Lorenz (1999) suggests that ©  agents start with small
1sks and mciease their comnutment of tesources depending on the quality of then

milctaction’



Hatnison (1994) notes the way in which firms express trust ‘trust i1s built up over a
penod of time, through continual contiacting and re-contracting, through informal
deal-making, thiough one firm or group’s offering assistance to another in moments
of stiess, through mutual reinforcement in responding to contingency’ What this
implies 1s that firms can learn to trust in the absence of place specific, culturally
cmbedded social trust

The shated views and values that bmd a ‘community of people’

together and
generate collective action and vision are what underscore much of the traditional
writmgs on industrial districts Industrial district-type effects may however be
obtained from somewhat less socially embedded networks  Through shared
wotkplace practices or training regimes for example firms enjoy organisational
proxinity (without necessarily having spatial proximity) and through this shared
otganisational ‘culture’, co-operation 1s facihitated (Gertler, 1995) Depending on the
paiticulars of the inter-firm relationship and the associated co-operation, “closeness”,
in the physical, organisational and/or cultural sense, may be required (Gertler, 1995)
Geitler (1995) cites the example of users and producers of advanced manufacturing

technologies 1n Ontario, Canada as actors requiring the presence of all three, in order

to successfully implement new technology

In thc absence of spatial proximity, Hcanue & Jacobson (2001/2002) found that
orgamsational propinquity comprising three dimensions — relational, interpersonal and
institutional — could facilitate co-operation among three furmiture firms in Ireland The
fiums compete with one another on the Irish market but through a jomnt venture have

co-operatively developed new products aimed at the UK market

What thesc two examples serve to highlight 1s that different factors are at play in
different situations In the Canadian example a great deal of face to face interaction
was tequired, as well as visits to users’ production facilities for inspection of
technology n use In the Insh example, however, design and manufacture of new
products could take place without intensive “on site” iteraction Factors that may

detetmine the degree of iteraction between actors and the need for proximity

Ihe tetm Community of People’ was first used by Beccattim, (1990) to charactense the socio
teritonial entity that s the industrial distuict
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(orgamisational and or physical) are the type of relationship (horizontal or vertical)
and the type of product being produced Where there are ‘frequent, unpredictable and
constantly shifting face to face encounters’ 1t 1s likely that linkages will be created
locally (Scott, 2001) However, 1 contiast to this Scott (2001) outlines a situation
wheie geographic range may be extended 1 e 1n cucumstances where distribution of a
final product incurs low costs per unit of distance Both the stage of production in the
manufacturing process to which an mdividual firm belongs, and the relative logistics
costs may therefore be important 1n deternmning whether localised linkages develop
Van Egciaat and Jacobson (2005) mn then examination of the geography of production
linkages in the Irish and Scottish microcomputer industry, show how relatively
unmmportant spatial proximity between computer assemblers and component
manufacturers 1s  Driving the creation of external linkages (1 € outside of the region
and countiy) i this case were price advantages offered by suppliers in distant low-

wage tegions (In this case, though, trust 1s relatively unimportant )

The traditional building blocks of trust and co-operation in the industnial distticts (1 ¢
sense of community, shared values and nstitutionalised norms of economic
bchaviour) can in some cases contribute to the weakening of the local economy
Lazerson and Lorenzoni (1999) suggest that 1t 1s ‘far more common [to encounter]
situations 1 which community membership does not generate trust ot economic co-
operation’ They 1ecall Wilkinson’s (1993, p 10) examination of the hosiery ndustrial
distiict of Leicester where ‘rampant individualism, cut throat competition and
detcriorating wages and wotking conditions’ rendered firms incapable of ‘effective
co-operation at almost any level and for any purpose’ (Lazerson and Lorenzoni,
1999) We show 1n Chapter 9 — the bakery industry case study — that shared values of
seciccy and rivalry shape the rules of play and have prevented co-located firms from

co-opetating with one another

Tiust and co-operation cannot however, prevent the decline of an industry Camuffo
(2003) describes how the eyewear (glasses frames) industrial distnict of Belluno, Italy,

was successful, but only at flexible specialisation production® When faced with a new

* Lhis type ot system 1s one in which there 1s a lugh level of terdependence No one firm can produce
the entne product  Each firm 1s highly specialized, but altogether the firms of the ID produce ugh-
quality products, in high quantities but multiple designs, at low costs
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competitive environment 1 which design, fashion and marketing became more
impottant, the small-firm district experienced a ‘quasi demuse’ Survival of the
industiy can be attributed to the emergence of large, vertically integrated leading
firms, some of which were MNEs and n particular, their strategies in the areas of
technotogical innovation and quality (Camuffo, 2003)

TlU'Sl, whether 1t 1s ascribed, soctally regulated or the product of repeated transactions
may not explain why firms co-operate [t may not be the driver, but its existence or
giowth between two firms interacting through market transactions may, ovet time,
tead them to develop a more co-operative relationship Trust facilitates rather than
motivates co-operation The absence of trust, say in a formal co-operative situation
such as a joint venture, can mhibit the sharning of tangible and intangible resources

thus preventing the creation of value (Currall and Inkpen, 2000)

244 Co-operation versus Non Co-operation — The Factors at Play

Given that gieat weight 1s attached to co-operation 1n the cluster and related
hteiratutes and that trust 1s the basis upon which successful co-operation 1s built, 1t 1s
cssential that we explore further the factors at play 1n the development of co-operative
and collaborative processes How certain factors inhibit the transition from traditional
market transaction to more co-operative interactions 1s of wvital mmpoitance to
understanding why clusters of industry have failed to develop This 1s particularly
pertinent given the context of the study herein where only elements of localised

clustering are uncovered (See Chapters 7 and 9)

It has been suggested that the degree to which fitms co-operate with one another may
be largely dependent upon the industry or sector to which they belong and that these
inter-industry differences may help to explain the vanations in mter-organisational
ielationships across industries (Ebers and Jarillo, 1997/1998) Industry factors are
those which define 1t and distinguish an industry from other industries They include
intensity of competition, the degree of uncertainty, power structures, mimimum scale
of production (Ebers and Jarillo, 1997/8) and technological characteristics such as the

technical specifications inherent 1n a production process (Corollcur and Courlet,
2003)
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Consideration must also be given to an industry’s ecosystem, the defiming
characteristics of which are a life cycle that gmides evolution within the system and
the 1ate of technological change that has the ability to completely re-configure the
system Both of these factors have implications for how firms organise themselves
and the stiategies (which may include co-operation with external actors) they employ
lo attain o1 mamtam a competitive advantage (Ler and Slocum, 2005) The stage of
cycle and degree of technological change in an industry can shape the way m which

flims intcract

245 The Nature of Competition

How fiims compete can have implications for how firms interact with one another
Pricc competition can jeopardise co-operation as it 1s ‘likely to have destiuctive
consequences on the delicate balance between competition and co-operation that
undethies the functioming of the district model’ (Dei Ottati, 1994) ‘Price
competiion  mtroduces conflicts and tensions that can constitute a serious obstacle
for the maintenance of co-operation among ndividuals and firms in the district and,
theicfore, also for the co-ordination of the various activities within’ (Der Ottati,
1994) Excessive price competition, she continues, obstructs innovation ‘This 1s due
to both the reduction of financial resouices required to carry out new ivestments
(profits are reduced) and decreased willingness to collaborate on the port of the
workers within the firms (wage reductions) and above all on the part of the other local

specialised firms involved 1 complementary activities’ (De1 Ottan, 1994)

Der Ottati (1994) distinguishes between constructive and destructive competition In
the former, cfficiency s promoted and innovation mitiated within an environment n
which all obsetve ‘normal 1ules of fair business’ In the latter, competitive behaviour
1s such that monopoly power 1s obtained by employing ‘predatory practices’, the aim
of which 1s to destroy those with less market power Similarly co-operation can be
both constiuctive and destructive In the former, co-operation can manifest itself n
the form of a group of small firms that enables thecm to compete on the same matket

as larger, more powerful firms (Der Ottati, 1994) However, where co-opciation 1s
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destiuctive 1t may take the form of protectionist cartels that smother competition (Del

Ottati, 1994)

246 Uncertainty

The move towards co-operative links (either vertical or horizontal) may be tuiggered
by the 1ate and type of change particulai to an industry and the degree of uncertamnty
that such change carries Change, whether parametric, strategic or structuial, has
implications for orgamsational structures (Langlois & Robertson, 1995 pp 135-1306)
In industnal districts, in general, co-operation between firms facilitates the reduction
of stratcgic uncertainty (Corolleur and Courlet, 2003) Structural change may call for
piroduct diversification and quality upgiading due to new conditions 1n national and
inteinational markets In the industnal district of Prato in Italy such conditions have
incieased the need for co-operation and indeed co-ordination of activities to a greater
extent than they had mn the past, ‘when quality requisites were less cogent, and the
1ange of products less varied’ (Det Ottati, 1996) The implication for orgamsational
stiucture, n this case, was a move from organic to more co-ordinated mteraction 1 ¢
the formation of gruppt (groups of firms)” In other cases, such as that of the eyewcai
industiy in Belluno, northern Italy, new conditions n international markets resulted in
a brcakdown of the small firm idustrnal district and the emergence of vertically

itcgrated MNEs (Camuffo, 2003)

Vertical ntegration, whether co-ordination mtegration® or ownership mtegiation, 1s
dependent, among other things, on the degree and type of uncertainty For example,
thiough sub-contracting relations a firm can benefit from 1its suppliers’ investment n
cerlain technologies, processes, etc , and avoid the ownership integration that would
mcan canymg the risk nternally (Andreosso & Jacobson, 2005 p273) Thus,
howevet, requues either that the supplier firm have no choice but to cairy the risk of
such mvestment (because of, for example, the buyer firm’s monopsony power), or
that the buyer firm make some other trust or contractually based contribution to the

11sk boine by the supplhier

e uppt a1e ‘a stable collection of firms bound together by economic and social ties such as
subconttacting telations and kinship ties among entrepreneuts’ (Dei1 Ottati, 1996)

® Co-ordination integration 15 the term used by Langlois & Roberston to desctibe mtegration other than
ownelship It 1efers to various co-operative exchanges between autonomous economic actois
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In the casc referred to by Andreosso & Tacobson (2005), multinational software
companies had monopsony power over Insh software manual suppliers and wete
thcicfoic able to shift the technology and product uncertainties to the suppliers In the
Belluno eyewear case, uncertainties arising from globalisation — both in production
and marketing — had a different effect, leading to vertical, ownership ntegration
Among the 1easons for this difference was the need for the producers to have more
contiol ovet final distribution so as to gain information about consumer behaviour at
the cnd of the supply chain In the Irish software case the buyer firms already had
most of the necessary 1nformation, ownership ntegration would have been
unnccessary backward integration In the Italian eyewear case they needed moie
ceitam access to information, the ownership integration was necessary forward

mtcgration

247 Industry Life Cycle

The degice of uncertainty and change in an industry or sector 1s linked to the life
cycle of that industry According to Langlois & Robertson (1995, p 136) ‘the
appropiateness of organizational structures varies ovet the product life cycle’ To
undcistand organisational and inter-organmisational behaviour (which includes co-
opcrative activity mherent in clustering processes) consideration should be given to

the stage of industry hife cycle that firms operate within

‘Empnical research has shown that the evolutionary tiajectoites of diversc
ol ganisational populations across mdustries appear to follow a prototypical path fiom
buth to maturity’ (Agarwal & Echambadi, 2002) The number of organisations grows
slowly at fiist and then increases rapidly Lei1 & Slocum (2005) have devised a
fiamcwoik for such analysis and have developed a typology of four industry
environments  Fast Growth, Wild, Wild West, Steady Evolution, and Creative
Destiuction Within each of these environments there are different strategic courses of
action that firms can take They may become concept drivers, pioneers, consolidatots

and concepl learners
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In stages thice and four, Steady Evolution and Cieative Destruction,’ firms are forced
to scek altetnative strategies that are external to the firm In Steady Evolution,
competing firms ‘often exhibit a market tendency to utihze standardized technologies,
platforms and operating systems Conscquently, the pursuit of substantial economies
of scale — large size, mtegrated supply chains and continuous improvements n
proccess technologies — drives firms 1n this enviionment” (Ler & Slocum, 2005) To
gam a competitive advantage 1n such an environment firms may become
consolidators Consolidation m this context can tefer to ownership mtegration but 1t
may also iefer to co-ordination mtegration The latter can manifest itself in close
connections with core suppliers so that the risks of future production development and

ncw matket entry can be shared (Let & Slocum, 2005)

In short, the stage of ndustry hfe cycle may play a role in motivating firms to co-
opcrate However, as highlighted 1n section 2 3 3 trust amongst agents 1s a perquisite

for the development of closer, more co-operative ties

25 The Importance of Local and Regional Clusters

Having defined mdustnal clusters, their dynamics, the stages of development and
types of fitms they are most hkely to contain, we turn our attention to the reasons why
onc might be concemed with clusteis and n particular clusters at the local and
1egional scale rather then other territorial levels We begin with a discussion of the

localisation veisus globalisation debate

251 Localisatton and Globalisation

Given the fact that ‘globalisation in many ndustries has led to companies being
configined on an mternational scale’ (Rames et «a/, 2001) one might 1easonably
assume that the focus should shift from the local to the global scale and that a study of
industital structure 1in the local context 1s somewhat futile This 1s not, however,
1epresentative of the views expressed in a growing body of hterature on these two

scemingly opposite forces Before we proceed to discussion of these views we nced

*We refer to these n particular, as they are the stages most apphicable to the sectors that aic the tocus of
ow case studies presented in Chapters 7,8 and 9
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to dcfine localisation and indeed globalisation so that a clearer debate can be
decveloped on the topic Simply defined, localisation occurs when ‘a firm or group of
fiims concentrates their activities i a particular place’ (Jacobson & Andreosso-

O’Callaghan, 1990)

As we explamned above, Marshall described thiee reasons or causes of localisation —
physical conditions, local market conditions and the particular political, cultural and
social factors attaching to a location — which, for industry, provide ‘cumulative
advantages to 1ts continued location 1n that place’ (Jacobson et al, 2002) In addition
to Marshall’s advantages of localisation discussed above, recent analysis suggests that
transaction costs can be reduced as well as the costs of negotiating and monitoring
contiacts (Enright & Roberts, 2001) Globalisation on the other hand 1s assumed to
‘ttanscend natton, state and region’ (Gordon & Kimball, 1998)  Jacobson &
Andreosso-O’Callaghan (1996 pl14) define 1t in simple terms as ‘the process
wheieby the countries, regions and localities of the world are homogenised by
changing economic, soctal, pohtical and technological forces” However, they agree
with Dicken (1992) when he suggests that the forces of globalisation aie not as clear
cut as this and that ‘change does not occur everywhere 1n the same way and at the
samc 1ate, the processes of globalisation are not geographically uniform’ Tlus leads
us to conclude that, although seemingly opposite forces, localisation and

globalisation, do n reality, co-exist (Jacobson & Mottiar, 1999)

Emphasising this point, Gartbaldo & Jacobson {2005) argue that as a consequence of
globalisation ‘a reinvention and re-functionalisation of the uniqueness of some places’
takes place Referring to the work of Sassen (2001), Garibaldo & Jacobson (2005)
highlight that “in the new global organisational structure centrality® still matters’ and
* the destructuring and 1einvention of organisational structures due to globalisation
docs not 1imply the disappearance of regional spaces but a redefinition of them’ In
shott, this 1s described n terms of layers of networks — global ‘trans-territotial’

netwotks that are linked to ‘continental’ networks, which in turn are linked to regional

networks (Garibaldo & Jacobson, 2005)

¥ Centinlity 1efers to the place in which (1 e region or country) firms maintain then central
headquarters
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Cabus (2001) further suggests that ‘the more something functions on the global scale,
the mote 1t seems to need a set of conditions which, by then nature, are local,
immobile and specific’ We would therefore be mistaken in thinking that globahisation
15 simply the spreading out of economic activity, 1t 1s on the contrary and in reality
accompanted by ‘agglomerative tendencies in many parts of the world” (Scott &
Storpet, 2002) Amun (1998) goes so far as to say that we should develop a ‘relational
understanding [which] centres around the claim that globalisation represents the

mtensification of linkage and inter-dependence between different scales of activity’

Diawing on the work of Richard Gordon, Amin (1998) suggests that in attempting to
devclop an industrial district or some other form of dynamic cluster one needs to be
aware of the particular local-global connections that exist within that territory In
other words, one needs to be aware that large MNEs with transnational connections
and nnovation and production netwoiks also have a huge influence on the
compctitiveness of local economies Amin further suggests that globalisation neither
makes space indistinct nor encompasses 1t as a component element for exploitation, it
does however enhance ‘the specificity of regional innovative milieux and mobuilises

then particular attributes within the global innovation processes’

This brings to the forefront the notion that local and global tendencies do not simply
co-exist, they in fact interact with — and even change — one another This point s
underlined 1 the work on the software sector n Ireland of O’Gorman at al (1997)
Here, 1t 1s recogmsed that just as local nteraction and geographic proximity are
impoitant for some ndustries, transnational linkages too can be an integral part of
firm and industty competitiveness 1n others Given the fact that Ireland has such a
high 1ate of foreign direct investment 1t 1s essential to be aware of connections beyond
the ternitory which 1s the focus of the study This 1s especially pertinent n the case of
Noith Dublin where m 2001 foreign owned firms accounted for 36 per cent of the
total number of firms and where employment 1n those firms accounted for 63 per cent
of total employment 1n the area’ There 1s a need to understand how these companies
affect the local economy and not just how the local economy affects then

performance

" Based on analysis of unpublished Foifas employment data



A discussion of territorial clustering cannot be confined within the parameters of the
locahsation veisus globalisation debate, although as we have seen (above) this 1s a
significant starting point mn terms of fleshing out the reasons for favouring one scale
over another What has been established 1s that ‘local” still warrants investigation but
within the broader context of local-global interaction The recent interest in local and
1egional clustering seems to stem from new agendas in regional policy formulation
and the desne to achieve local economic development This, along with the notion of
flexible specialisation and the ‘re-emergence of regional ‘marshalhian’ economies’
(Cabus, 2001) has brought the cluster concept to the forefront of economic thinking

on 1€210Nns

252 Theory of Agglomeration

Theotctical underpinnings of clustering have a deep rooted history — a review of
which 1einforces the appropnateness of local and regional industry analysis and 1s
therefore worthy of inclusion here Theones of clustering, whether of Porterian
clusters, industrial districts or regional systems of mnovation, all tend to associate the
1casons for or causes of the emergence of clusters with externality effects and
agglomeration economies (Bresnahan er o/, 2001) Fupta & Thisse (2002), for
cxample, argue that both increasing returns to scale and externalities cause economic
agglomeiations The spatial configuration of industry, they say, is the ‘outcome of a
process mvolving two opposing forces, that 1s agglomeration (or centripetal) foices
and dispersion (o1 centrifugal) forces” with the result being a ‘complicated balance of
forces that push and pull consumers and firms’ [t 1s not clear whether theire 1s ever
any balance or equilibrium, continuing 1mbalance may be an underlying cause of
change  Either way, the reality as obscrved empirically 1s that industry 1s moie
clusteted than dispersed This introduces the notion of ‘lumpiness’ n the spatial
disparsion of industrial activity which Jacobson & McDonough (1999) suggest 1s
‘consistent both with the theories of international trade and the theories of industrial

development’

The causes of clustering operate 1n different ways, at different levels, in different

industites  Chapman & Walker (1991 58), for cxample, show that concentrations of
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economic activity can be seen at various geographical scales, citing examples of
distinctive quarters of productive activity at the urban scale and massive
agglomerations of industries such as o1l refining at the regional or national scale As
suggested by Marshall (1898) 1n his distinction between causes and advantages of
locahisation, the 1easons why clusters emerge are different to those which will ensure

then sustamability (Bresnahan et a/, 2001)

It 1s worth noting at this pomnt the difference between what i1s meant by urban
agglomeration and industnal agglomeration The former refers to the creation of cities
wheie there are a number of diverse industries and the latter refers to a place in which
there are a large number of production facilities or establishments centred around one
mdustiy (Jacobson et al, 2001) This may be described as the difference between

multi-industral and mono-industrial specialisation

253 Increasing Returns to Scale

‘Increasing returns to scale at the level of the plant provides an mcentive for
producers to concentrate thewr activity’ (Mottiar & Tacobson, 2002) Accoiding to
TFupta and Thisse (2002 7) 1f we are to explain economic agglomerations while at the
same time i1gnoring the attnbutes of physical geography, increasing returns in
production activities are required This 1s central to Krugman’s thinking on firm
location Incieasing returns to scale, however, n this sense refer simply to output of a
single latge firm Mottiar & Jacobson (2002) feel that by using Marshall’s distinction

between mternal and external economies of scale, Krugman’s argument can be

extended to groups of firms

In then critique of Krugman’s work, Tacobson & Andreosso-O’Callaghan (1996 113)
acknowledge that increasing returns to scale may indeed be sigmificant ‘but in the
context of localisation (or spatial concenttation), 1t must be considered 1n conjunction
with extetnal economies’ Increasing teturns to scale are thought to be internal
wheieas extetnal economies of scale are ‘explicitly spatial’ and are the basic cause of
agglomeration according to Marshall (Fritz er a/, 1998) While (internal) economies
of scale — o1 increasing returns to scale — are part of the explanation as to why firms

giow, external economies of agglomeration are part of the explanation as to why firms
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cluster  Incieasing returns to scale at the level of the firm do not imply anything
spatial other than the emergence of a large local concentration of factor employment
wheie a sigle large firm exists in space (Gordon & McCann, 2000) The trade off
between incteasing returns in production and transportation costs s central to the
understanding of the geography of economic activities (Dicken & Lloyd 1990 207,

van Egeraat and Tacobson, 2005)
254 Externalities - A Short Historical Account

Bergman and Feser (1999) suggest that in order to understand the benefits of spatial
concentiation we should return to traditional industnal location theory — the theories
of Hoover and Weber but also including Marhsalhan theory — as these underpin much
of the recent conceptual and theoretical thinking on clusters For example Porter’s
theory of competitive advantage 1s heavily influenced by the work of Marshall
although Po1ter does not acknowledge this (Bergman & Feser, 1999 11, Feser, 1998)
Foi example, in his Competitive Advantage of Nations Porter argues that the success
of mdustrial clusters mn a global economy 1s attributable to the strength of presence of

localisation economies (Fujita & Thisse, 2002 268)
1) Hoover and Weber

It was Alfred Weber who first suggested that firms could benefit from a particular
kind of external economy called economies of agglomeration (Dicken & Lloyd, 1990
208) Weber also drew the distinction between regional location factors and
agglomeration factors The former 1s concerned with the availability of factors of
production and costs of transportation which 1n turn influence the broad patterns of
mmdustnal location while the latter refers to the general scale of operations within a
patticular atea (Chapman & Walker, 1991 59) Rather than increasing their own scale
of pioduction, firms can derive benefits through their ‘spatial association and
functional linkage with the larger agglomeration’ (Dicken & Lloyd, 1991 208) It 1s
widely acknowledged however that Weber failed to investigate fully the nature of
agglomeration economies, nstead he simply documented their existence and did not

concern himself with why they arose (Bergman & Feser, 1999, L’Harmet, 1998 1306)

Hoover (1937, m Chapman & Walker, 1991), in continuing the work of Weber, made

an mmportant distinction between two types of agglomeration economy urbanisation
p g
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economies and localisation econonues, the former being externalities associated with
general utban advantages and the latter being the externalities related to proximity
among business enterprises (These externalities arise from what we referred to above
as multi-mdustrial and mono-industrial specialisation ) It 1s the localisation economuies

that aic the focus of the cluster literature (Bergman & Feser, 1999)

It 1s impoitant to note that a spatial concentration of firms does not automatically
imply the existence of economies of agglomeration Jacobson et a! (2002) cite the
example of a government incentive to encourage the co-location of firms m a
paiticular place Unless the co-location of firms results in some additional benefit
other than recerving the government mcentive, then ‘such spatial grouping constitutes
a concentiation but not an agglomeration” The same can be said for clusters wheire

the emphasis 1s on synergistic effects caused by spatial concentration of industry
1) Marshall and localisation economies

Localisation economues, which for Marshall represent an example of external
economies, form the basis for thinking that geographical clustering of firms is
advantageous (Dubin & Helper, 1998 111) Given the focus and nature of the study
undertaken here they are especially pertinent In fact 1t 1s Marshall who draws our
attentron to the tetritorial organisation of mdustrial activities by introducing the notion
of ndustital distiicts and devoting a chapter to ‘The concentration of specialised

idustries  particular localities” (Marshall, 1920 1n Quere & Ravix, 1998 87)

We have already outlined Marshall’s distinction between the causes of localisation
and the advantages of localisation These factors can be applied in the modern day
context and have contributed to the explanation for the growth and success of
industual disteicts (Fupita & Thisse, 2002 268) Here we describe these factors in a
little more detail An agglomeration of industry in a particular place artses, according
to Maishall, because of physical conditions, demand conditions and political or
cultwial influences (Jacobson et al, 2002 2,819) The benefits associated with such
cluster formations are ‘hereditary skill, the growth of subsidiary trades and the
emeigence of a local market for the special skills required by the industry’ (Tacobson
& Andieosso-O’Callaghan, 1996 110) The physical conditions are essentially the

place specific conditions which facilitate the production of a particular good, for
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example close proximity to raw materials Demand conditions tefer to the local

mai ket within which the firm 1s located

Decision to locate in a given place may be dependent upon where the firm can sell its
outputs — proximity to the market, depending on various other factors, can be key

The political, social and cultural context within which industry operates can also have
an 1mpottant nfluence on the development of clusters Local development 1s
influenced, for example, by policy at a number of different scales, as national systems
compiise local and regional systems (Vesti, 2002) At the national level, the general
business environment, including corporate tax rates, the legal system and the transport
and other infrastructural systems, cuts across all industries and 1s not sectorally
specific However particular sectors may be subject to rules and regulations The
financial services sector 1s governed by a strict set of rules and underpinned by a
wealth of legislation The extent to which a cluster may grow n this particular sectot
depends upon the legislative framework which may even be imposed differently at
different tennitonial levels within the same nation state Ireland provides an obvious
example of such with the International Financial Services Centre ring-fenced within

the north docklands of Dublin

While politics sets the rules and governing structures the climate for trust and co-
opetation 1s driven by the social customs present m a locality/territory (Bellandt,
1996, Sabel, 1992, Lorenzen, 2002) In territories where trust 1s ‘second nature’ Sabel
(1992) believes that clusters will reap the benefits of ‘their loyal dispositions n a
wotld in which loyalty increasingly pays’ Self-interest, he writes, will 1esult in firms
and clusters being ‘short changed” Within industrial districts trust 1s cential to the
abihity of distiict members to co-operate and act collectively (Markusen, 1996) An
industnal agglomeration arises therefore by some mix of the natural, market and
social/political/cultural factors described above Once established in a particulat
locatton mote external and largely dynamic economies are progresstvely created

forming a cumulative process (Isaksen & Hauge, 2001, Jacobson et al, 2002)

The advantages of localisation or territorial (local) concentration and (sectoral)
specialisation ielate first to the level of skill that becomes embedded over time 1n a

patticular place This skill 1s essentially internalised within the district o1 place
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(Matkusen, 1996) This occurs thiough the creation of a specialised local labour
matket A pooled labour market which 1s 1n itself both a cause of agglomeration and
an advantage (Tacobson et al, 2002) enables cost savings to occur (Isaksen & Hauge,
2001) The skills developed withmn this local labour pool become so commonplace
that they can be reproduced easily (Sforzi, 2002, Isaksen & Hauge, 2001) Through
social interaction knowledge too can be cuculated easily and diffused rapidly
throughout the local economy resulting in knowledge spillovers Production of new
ideas 1s based both on ‘the accumulation of human capital and face-to-face
communications’ as well as the existence of modern infrastructure (Fujita & Thisse,
2002) In other words the creation of non-market, relational assets ‘foster[s] an

untiaded circulation of information and knowledge’ (Isaksen & Hauge, 2001)

Second, localisation gives rise also to the development of subsidiary activities 11 both
manufacturing and services resulting in emerging sets of specialised suppliers and
scrvices firms In other words the growth in the number of firms involved in the
agglomerated industiy means that that there 1s an increased demand fo1 the local
production of manufactured and service inputs (Jacobson et al, 2002) These
exteinalitics can be divided into two distinctive types ‘hard’ and ‘soft’ The haid
cxteinalities, Rosenfeld (2002) writes, are those which produce ‘a larger pool, gieater
vatiety, and lower costs of supplies and components, speciahised and custonused
seivices, skilled labour, and potential partners’ The soft externalities refer to tacit

knowledge accessed and relational assets created

Matshall’s description of the advantages of geographical clustering provides the first
indication that some kind of system of mnovation 1s created thiough the close
proximity of a number of related firms Localised learning 1s the term that Malmberg
and Maskell (1997) use to describe the process whereby firms engaged n interactive
lcarning are driven nto a spatial agglomeration by virtue of the benefits of

‘assembled tesources’ available m close proximity

255 Agglomeration Economies and Linkages

‘An 1mportant basis of agglomeration economies {is] the connections or linkages

between economic activities within a relatively 1estricted geographic area  any firm
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1s but one part of a complex chain of production - a series of transactions — held
together by duect or indirect inkages™ (Dicken & Lloyd, 1990 211) Linkages and
dynamic interaction are fundamental to the cluster concept (See Section 2 4) They
may howeves differ in terms of operationahisation depending upon the particular
perspective flom which they aie approached In general though Dicken & Lloyd
(1990) suggest that they take the form of one of the following production hnkage,
services linkage or marketing linkages Contrary to the notion that geographic
proxmuty 1s required 1n order to develop and maintain economic lhinkages, Chapman
& Walker (1991 62) make a distinction between 1ndustrial linkage and
agglomeration While acknowledging that linkages within and between firms can
cncourage geographical clustering of mtei-dependent firms (1 e agglomeration), they
suggest that more often than not considerable distances separate the activities of such
inter-dependent firms Indeed, particulaily in relation to the linkages of MNE
computer manufacturers 1n Ireland, van Egeraat and Jacobson (2005) show that then

key suppliers aie almost all located 1 other countries

Thus linkages may not be confined neatly within a specific geographical location, but
may be spread across territorial boundaries However, the cluster literature does tend
to suggest localisation of such relationships Whether linkages are predominantly
jeglonal, natronal or even international rather than local 1s a matter for empirical

mvestigation and may vary from industry to industry and from place to place

27 Barriers to Cluster Formation

As indicated 1n section 24 1, not all regions are endowed with the conditions or
factors necessary to create and sustain dynamic clusters This may be attributable to
historical circumstances according to Rosenfeld (2002) Just as the birth of a cluster
can be traced to particular historical events at local, regional or national level so too
can the faillure of clusters to emerge be linked to past inadequacies n terms of
investment o1 policy formulation and implementation for example We show in the
bakery industry case study (Chapter 9) that a history and tradition of inter-firm rivalry
and secrecy has prevented a spatially concentrated group of firms fiom developing co-
opciative hnks with one another This has in turn created a sigmficant banier to the

industiy’s evolution from spatial concentration to cluster



Roscnfeld (2002) points out that mfrastiuctual deficits, inability to access capital,
technology and imnovation, 1egional 1solation, poor levels of education and absence of
a skilled workforce all act as barriers to the creation of clusters Areas characterised
by undetprivileged and undereducated populations suffer from economic exclusion
because of ‘weak links to benchmark regions and markets’ Rosenfeld’s analysis of
the effects of barriers suggests that there are situations where clusters simply cannot

cmetge and grow

In addition, a region or locality may be able to develop industnal agglomerations but
only to a certain extent, that 1s, unfil growth 1s deterred by diseconomies of
agglomeration These localised external diseconomues of scale culminate in social and
economic costs due to mncreased agglomeration Both congestion and pollution have

been highhighted as examples of such negative externalities (Jacobson et al, 2002)

Given that at the outset of study there was no guarantee of uncovering clusters or even
elements thereof within the local economy of North Dublin 1t was essential that ow
empiical mvestigations would be conscious of both the forces driving the creation of
dynamic locahised clusters and those which have the opposite effect For this reason
we claborate fuither on Rosenfeld’s description of the barriers to cluster formation at

ategional level so as understand the opposing forces

1) Infrastructural Deficits

Deficits i infiastructure can result in regional disparities in terms of development and
m tuin mhibit capital mvestment In locations where 1t 1s costly to transport goods and
people some regions can quickly become obsolete (Rosenfeld, 2002) Time to
destination and logistics are becoming increasingly important to both busmesses and
customeis alike and where poor infrastructure hinders the speed with which goods are
transported fiom place to place then cluster development is unhkely to take any real

hold

1) Inability to Access Capital
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Cluster development within a reglon also depends upon the entrepreneurial and
mnovative abilities of local companies and employees (Rosenfeld, 2002) This
‘competent entrepreneurship’ as Sengenberger & Pyke (1992) call i, 1s integial to the
dynamism of industrial districts in the Third Italy However m order for this
entieprenceurial energy to be transformed into marketable goods and services capital 1s
requirted The need for local sources of capital where local business needs are

understood and accounted for 1s essential 1f localised clusters are to emerge and grow

(Rosenfeld, 1997)

m1) Institutional structure

The dcvelopment of clusters 1s dependent upon the ‘institutional thickness’ present in
a particutar region (Amm & Thrnift, 1994) Firms within clusters rely on tegional
agencies o1 organisations for things that cannot be generated internally or obtained
ftom other compantes (Rosenfeld, 2002) Thickness suggests not only the presence of
mstitutions (organisations), 1t refers also to the synergies created through ‘interaction,
collective 1epiesentation and common purpose’ (Keeble er al, 1999) Without an
‘integrated web of supportive organisations and institutions’ which include ‘firms,
financial nstitutions, local chambers of commerce, traming agencies, tiade
associations, local authorities, development agencies, mnovation centres, clerical
bodies, unions, government agencies providing prenuses, land and infrastructure,
busincss setvice orgamisations, marketing boards’, dynamic clusters cannot thtive

(Kceble ef al, 1999 referring to Amin & Thrift, 1994)

1v) Regional insularty

On the one hand clusters can be wholly localised entities as was oniginally the case
with industiial districts 1n Italy However, i order for clusters to become
internationally competitive 1t 1$ suggested that exposure to global networks and global
market opportunities through the presence of ‘leader firms’ in a district or area can
prevent iegional insulanty and therefore assist in the cluster development process
(Rosenfeld, 2000) The notion of the leader firm 1s one which 1s giadually being
worked mmto new models of inter-firm networks within industrial distircts (See

Chaptcr 7 for a more detailed discussion of leadet firms)
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Carbonaia (2002) for example, suggests that industrial districts have ‘modified their
configumation, leaving the traditional structure of Marshallian ID and evolving
towards less spontaneous forms of co-ordination’ Increasing importance I1s being
placed on the role of large firms which coordinate the district’s activities and have
contractual power over the firms they work with Strategies of leader firms dictate the
type, level and extent of mter-firm relationships within and outside the district Leader
firms, Catbonara continues, determine the nature of hnkages developed more so than
the local social and cultural factors The case study presented i Chapter 7 (on fish
processing) sheds further light on the role of a leader firm mn the local economy and
shows that 1t can bridge gaps 1n technical information by acting as a source of know-

how as well as a funnel through which external knowledge 1s channelled

v) Lack of skills

Little elaboration 1s required on this point as 1t has already been shown above that in
order for a cluster or industrial agglomeration to emerge and grow a specialtsed pool
ot skilled labour 1s required Therefore 1f a region or locality 1s devoid of a skilled
workfoice or where there 1s hitle potential to develop a skilled workforce — that 1s
thiough education and traiming programmes — then cluster development will be
severely impeded In the Bakery Industty Case Study (Chapter 9) we identify a
significant skills shortage This combined with a number of other factors can explamn

the failure to develop a cluster

28 Alternatives to Clustering The Stand-Alone Firm

Up to this point we have been fleshing out the conceptual and theoretical reasoning
behind cluster formation We have however not yet considered the possibility of an
altcrnative to the cluster formation — one where firms operate independently of one

another — 1 e the stand-alone firm

As we had no reason to assume ¢ priorr that an empirical investigation of North
Dublin’s industry would 1eveal industnal clusters an unbased and impartial reading

of the litcratuic was required This ivolved acknowledgment on the one hand that
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firms can be ‘stand-alone’ and on the other that firms can be part of dynamic clusters
Awateness of these two stances 1s made all the more important given the context
within which this mvestigative study 1s framed As outlined in Chapter 3, clusters, at
least 1n the Porterian sense, are not an apparent feature of Ireland’s economic
landscape Although clusters 1n the industiial district sense have been found to exist in
locahsed and regional settings n Ireland there 1s a distinct need to be aware that
pcrhaps industrial organisation and structure do not conform to one or other of the

established cluster models

Before exploring three such models — Porter’s clusters, industrial districts and
1egional systems of innovation — we need to mcorporate the notion that perhaps firms
act as ‘stand-alone’ entities rather than networked enterprises Jacobson & Mottiar
(1999) descuibe the ‘stand-alone’ firm as one that has ‘completely free, open, arms-
length market interactions with 1ts customers, and no horizontal strategic alhances
with similar firms’ In other words 1t has a set of ‘black box relationships’ (Garibaldo
& Jacobson, 2005) In reality, Jacobson & Mottiar (1999) suggest, a firm that 1s not a
member of or does not participate in network mitiatives and whose operation 1s
chaiacterised by ‘large numbers of buyets and sellers of an undifferentiated product’
1s a fiim operating 1n ‘the mythical perfectly competitive market structure’ Adding to
the desciiption of stand-alone firms, Ganibaldo & Jacobson (2005) suggest that such
fiims have ‘a low degree of integration and mter-firm collaboration  Neither
company 1s Interested m what happens inside the other The pressure 1s

overwhelmingly to reduce cost and time, not on adding value’

It may be that no firms are entirely stand-alone and that there are no perfect clusters, 1t
1s likely that, without reaching any of the accepted definitions of ‘cluster’, groups of
firms 1 a local environment provide evidence of some elements of clustering among

them

29  Industrial Clusters - Three Models of Development

As desciibed above the basis for the study of clusters lies in Marshall’s concept of
localisation and externalities It is this notion that underpins three related stieams of

hterature, all of which offer altemative yet partially overlapping explanations foi the
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existence of geographically approximate gioups of interconnected firms and
supporting orgamisations The amm of this section 1s not simply to describe
independently of one another the characteristics and mechamisms of all thiee — this
would scive little purpose other than to summarise what has already been established

— but to compate and contrast each of the thiee and find some common ground

Poiter’s diamond model, regional systems of innovation and the industnial district
model provide us with convincing evidence that close proximity of interconnected
firms 1n a particular place produces some kind of externality In Porter’s model this
benefit culminates 1n firm success on international markets due to four major factors
the natute of firm structure, strategy and rivalry, factor conditions, demand conditions
(both domestic and foreign), and the presence of related and supporting industries
The dynamics of, or complex interaction between, these factors are not necessarily
localised in scope although there 1s a strong emphasis on geographical proximity

(Porter, 1998, Bergman and Feser, 1999)

Poitet does argue however, in the mtroduction of his second edition of The
Competitive Advantage of Nations, that despite his focus at the level of the nation the
same fiamework can be ‘readily applied at the regional, state and city level’ (Porter,
1998 XXI) This 1s exemplified mn an application of Porter’s framework to the
industital district  Here, firm structure strategy and rnivalry 1s interpreted as
enticpteneurial dynamism, small firm networking, and flexibility of organisation, co-
operation as well as competition Factor conditions refer to the local workforce whose
10le 1s ‘central to the organmisation of the successful district’ (Pyke & Sengenberger,
1992) However, Porter does not provide us with a mechanism for translating his
framework nto a ‘local system of social relations’ unlike the industrial district model
(Bellandi, 2002) Place other than space seems to be incidental in Porter’s model
Whilc factor conditions are attached to place, place 1s not at the centre of his model,
the fum and firm competitiveness rather than territorial competitiveness seem to

occupy thisole

Regional systems of mnovation are, as the term would suggest, localised systems
Here economic performance of a region does not depend solely on the individual

company performance but rather on the way mn which companies nteract with one
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anothet and the public 1n the creation and dissemination of knowledge (Fischei,
2001) This interaction enables technological change which 1s ‘the primary engine for

economic development’ (Fischer, 2001)

What 1s apparent from an mitial reading of the literature 1s that all three concepts are
charactenised by some form of interaction In fact, without such interaction or hnkage
thcre would not be a cluster concept For Portet this interconnectivity between players
ot itms usually takes the form of ‘vertical (buyer/supplier) or horizontal (common
customers, technology, channels etc) relationships’ (Porter, 1998 149) In industrial
districts, mnterconnectivity too 1s characterised by these types of relationships but the
cmphasis 1s on structure and organisation through the ‘fragmentation of economic
activities nto specialised units” (Staber, 2001) Networks are the mechanism through

which co-operative and collaborative processes are developed (Staber, 2001)

To what extent 1s the mteiconnectivity of firms and externalities derived by co-
location diiven by place and to what extent is 1t driven by the players within that
place? These three modes of industrial or economic development suggest that 1t is
some kind of combimation of these Place may have Iittle influence beyond providing
the appropriate contexts m which industry can be supported and encouraged to giow
Any interconnectivity and externalities may depend upon the players themselves 1 e
the willingness of firms and supporting organisations to interact with one another
within that place Another consideration, external to place and related to the players 1s
the influence of the particular sector to which the player belongs It could be that
scctoral trends and industry developments cause players to look for more innovative,
more dynamic ways of conducting business and that the development of horizontal
and vertical relationships within a particular place could assist in attaining an edge
over their competitors 1n other regions and 1n other states However, as we have
suggested above, relationships take time to develop, pre-existing culture and “rules of
play” that ate conducive to ter-firm co-operation may be required before clustering
)

emeiges as a means of achieving competitiveness

Fischer (2001) suggests that technological or sectoral systems of innovation and
localised o1 territorially based systems complement one another and are not mutually

exclusive Elaborating on this, Fischer suggests that spatial proximity which 1s
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nccessaty for a territorial based system of mnovation does not automatically imply a
system of innovation between co-located firms Organisational proximity in the form
of technological proximity — which ‘pertains to the association with the set of
honizontal nterdependencies within the scope of production relationships’ (Fischer,
2001) — 1s just as important as spatial proximity Again, we are confronted with the
mteraction between local and global forces, global forces dictating factor and
commodity markets and localisation (or 1egionalisation as Fischer calls 1t) enabling
knowledge creation and learning  Regional systems of innovation, Fischer continues,
are ‘grounded 1n collective action at a territorial level” and are dependent upon the
informal mstitutional arrangements 1 e the sets of rules, conventions and norms which
prevail in a paiticular place The regional system of innovation concept shares some
common ground with the industrial district mode of development The notion of the
networked SME 1nvolved 1n collaborative and co-operative linkages with other firms
and supporting organmsations stems from the industnal district literature where
“innovative capabilities and competitive efficiency have arisen from the
organisational design established by the firms’ (Longhi & Keeble, 2000 referring to
Biusco, 1982)

The systems of innovation approach has shifted its focus from the firm to the territory,
1t 1s no longer centred on the knowledge creating firm but rather the knowledge
cieating territory (although the firm 1s a constituent part of the tertitorial system)
(Maskell and Malmberg, 1996, Fischeir, 2001) Systems of innovation theories
attnbute a ‘criical role to technological, organisational and institutional learning 1n
the process of mnovation [and] stress that learning 1s an interactive and socially
cmbedded process’ (Hirsch-Kremsen er al, 2005 referring to Lundvall, 1992 and
Fischer, 2001) Amin (1999), in discussing the Emilian model, underlines the link
between industiial districts and the recent literature on sources of learning and
mnovation ‘The consensus seems to be that, while networks of technologically
advanced firms tend to derive their dynamic competitiveness from access to the fruits
of scientific knowledge, codified rules, technological advances and strategic
Icadership, loosely coupled small firm networks tend to rely more on informal, non-
scientific and interactive knowledge as a source of competitive advantage’ A 1egtonal

system of mnovation could be classed as the outcome of interaction between firms
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and organmisations within an industrial district It 1s an element of or advantage of

industiial agglomeration

The non-science based mnovativeness to which Amm (1999) refers has received a
great deal of attention 1n recent times through the work of PILOT the main thrust of
which 1s a departure from the conventional thinking on innovation 1 e that it emanates
only fiom high-tech industries and 1s the result of R&D The findings of the PILOT
casc studies on innovation in low-tech industries, published 1 Low Tech Innovation
in the Knowledge Economy (2005) reveal that innovation can and does take place
within industries that have relatively low or even zero levels of R&D Using a
capabihties approach Bender and Laestadius (2005) suggest that low-tech firms have
‘mnovation enabling capabilities’ that are the result of ¢ processes of transforming
and configuiing generally well known knowledge, components and technologies
developed elsewhere’ They show that these processes can be assisted by co-operation

with external agents

Edquist et af (2002) emphasise the importance of external co-operation and attach
great weight to knowledge that 1s acquired through interactive processes In their
sutvey of firms’ collaboration with other organisations in the development of product
innovation 1n the region of East Gothia, they conclude that firms do not innovate n
1solation They present ‘strong empirical support for the view associated with the
systems of mnovatton approach that interactive learning between organisations is
impottant m (product) innovation processes’ Commenting on the role of location they
found that 25 per cent of firms had their collaborating partner located close to them or

within the same region

It 1s clear theiefore that some of the dynamics of clusters (industnal clusters and
industrial districts included) 1e interaction amongst economic actors, relational
exchange that builds trust and leads to co-operation, are shared with the systems of
innovation approach The outcome ultimately from any of the three development
models — Porter’s clusters, industrial districts and regional systems of innovation 1s

~

the creation of a competitive advantage
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210 Towards a Theoretical Framework

In building a theoretical fiamework we begin by answering a question posed above
To what extent do players (1e firms and non-finrm organisations) dnve inter-firm
tclationships and linkages? In answering this question 1t 1s inevitable that we
incorporate another question Do sectoral trends influence or determine the nature and
dynamics of mter-firm relationships? By probing these areas we can perhaps begin to
position and rank the overall role and function of place within cluster development

and ultimately assist in our empirical analysis of industry in North Dublin

2101 Linkages Driven by Players and Sectors

According to Scott (2001) linkages are driven primarily by the sector to which firms
belong In other words certain sectors are characterised by ‘intricate netwoiks o1
complexes of producers bound together 1n relations of specialisation and
complementarity’ Scott suggests that these characteristics have a ‘number of far
1eaching geographic consequences’ Forces at work within a particular place seem to
be secondary to the sectoral foices which are at work within the global context but
which, at the same time, have local implications depending upon certain factors Scott
outhnes the various scenarios for linkage development within a specific place rather
than hinkage development in the form of long distance or cross border relationships
These peitain to cost factors 1 e where networking or linkage development incurs a
high cost per umt of distance In other words where transactions involve ‘frequent
unpiedictable and constantly shifting face to face encounters’ then theie 1s a stiong

incentive for firms to locate within close proximity to one another

However, m contrast to this Scott outhines a situation where geographic range may be
cxtended 1 e 1n circumstances where distribution of a final product incurs low costs
per unit of distance An important factor therefore mn the development of localised
linkages pertains to the stage of production in the manufacturing process to which an
individual firm belongs This, according to Scott, will determine the nature and extent

of hnkages created within a particular place
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It may however be too simplistic an approach to assume that the production stage to
which a patticular firm belongs 1s a determining factor 1n the creation of localised co-
operation Take for instance an existing agglomeration of industrial enterprises
pcthaps mvolved 1n similar or complementary stages of production which for
histoiical 1easons 1elated to family and tiadition have meant that a presence n that
particular place has been maintained over a number of years The extent of interaction
between the firms 1s limited to sharing of the skilled labour force, little other dynamuic
mteraction takes place Within this hypothetical industrial zone there may come a
time when tei-firm co-operation becomes essential in order to maintain a
competitive edge (Schmitz, 2000) In addition to incidental external economies (e g
access to skilled labour force) more deliberate or 1norganic externalities are shaped by
flims’ desne to overcome crises or to access new opportunities through joint action
and ‘collective activism’ (Schmitz, 2000) Relying on spontaneous effects of co-
location Schimitz suggests 1s msufficient A focus on ‘consciously pursued action’ 1s

1equited 1f a competitive edge 1s to be maintained or crises overcome

From this we can assume that dynamic interaction can be created where previously
there had been none but this 1s largely dependent upon firm mitiative and/o1 sectoral
presswie to achieve greatet competitiveness Regardless of the stage of production
mote collaborative processes may be called upon to achieve firm competitiveness and
in doing so mmprove the overall dynamic of a local industrial agglomeration Note,
however, that even 1 this example the pie-existing co-location may be a preiequisite

for successtul collective activism

The 1elational assets created are not simply the outcome of co-location in space,
however Although geographical proximity between firms seems to assist in the
process, they are the result of firm strategy to become more innovative (Capello,
2002) Desire to tap nto local and tacit knowledge for commercial purposes 1s laigely
dependent upon the knowledge intensity of the particular industry or sector (McGee &
Sammut Bonmici, 2002) Innovative capacity of firms relies not only on their own
capabilities 1n terms of research and development as well as product and process
improvement but also on the opportunities to co-operate with exteinal partners
(Revilla Diez, 2002) Interaction is not purely localised although 1t can be localised in

sevetal diffcrent locations for say @ MNE with a number of subsidiaries i different
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countries A global network where there 1s constant exchange of 1deas and experience
with co-operative partners external to the region or state means that local knowledge
1s cuculated globally (Revilla Diez, 2002) Interaction at a spatial level 1s therefore
dependent upon the extent of sectoral concentration and the particular mix of firms
and supporting organisations that are willing to actively participate n linkage

development
2 10 2 Spontaneous Interaction

It 1s important to distinguish between modes of co-ordination among cluster members
which aie spontaneous and those which are driven by the strategies of leader firms
We touch on both above, however, we need to examine more closely the exact

workings and implications of each

Spontaneous forms of co-oirdination are characteristic of the Marshalhian industrial
distiict and of the Italian industnal district 1n its traditional form (Carbonara, 2002)
Spontaneous mteraction 1s terpreted as loosely structured forms of network
orgamsation which possess a ‘collective 1dentity common to local actors rooted in a

unique social and cultural context’ (Coro & Grandmettr, 1999)

Despite intense networking and co-operative relationship building efforts much of the
vetlical co-operation 1n traditional industtial districts 1s structurally weak This 1s due
to the fact that interactive communication and co-operation involved n the processes
of production specialisation, learning and mnovation, and knowledge diffusion are
self-orgamising (Coro & Grandinettr, 1999) It 1s now acknowledged that in order to
sustain these processes and for them to remain effective in the generation of territorial
competitiveness ‘the invisible hand determining the strategies of the system becomes
mote and more visible’ (Carbonara, 2002) In other words there 1s a movement away
fiom spontaneous forms of localised interaction which rely simply on shared customs
and social values towards a more organised territorial system where specific firms or
mstitutional entities take a more measured and active role in the co-ordination of

network activity

210 3 Interaction Driven by Leader Firms
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At the heart of this more structured less organic form of localised interaction lies the
leader fum Growth strategies of leader firms are the dnving force 1n ‘new models’ of
ncetworking 1 industnal districts according to Carbonara (2002) The contractual
power that leader firms possess over othet local firms (with which they work) means
that fiums that have contractual ties to the leader firm n order to survive, must
confoim to the standards being set by the leader Without leader firms taking charge
and lcading the group, according to this argument, there would be little stiucture
within the networking process The growth strategies that Carbonara 1efers to, involve
processes which are both external and ntemnal to the firm and are in some cases
driven by firms’ desire to become more mnovative Companies, to access or tap mto
locational strengths, need to deepen relationships with their most sophisticated local

customers (Porter & Stern, 2001) and suppliers

If a fiim’s stiategy 1s to become more mnovative through external partneiships then
then strategy will impact upon the nature of localised relationships in general The
leader firm submerges itself 1n a relationship building process which elevates o
pushes 1ts external partners, whether they be trade associations, universities, suppliets
ot customers, to achieve the same high levels of communicative relations from
intetactive processes with other local clients or customers (Porter & Stern, 2001) A
cumulative process emerges as a direct result of leader firm strategy It 1s therefore
apparent that the presence of a leader firm within a particular place can have a
significant impact upon the nature of interactive processes within that particular place
Examples of leader firms that have had a huge impact on their home regions include
laige, nnovative firms like Siemens and Bosch 1in Baden-Wurttemburg and Benetton

i Noithern Italy

Can we assume therefore that without leader firm presence the potential for dynamic
mteraction and linkage bulding 1s severely impeded? Affirmation of this assumption
1s logical 1f for instance there 1s no other ‘visible hand’ active in the co-ordination of
interactive processes However, leader firms are not the only ‘visible hand’ active n
netwoiking processes, non-firm organisational actors too can facilitate in the process

by cieating a positive environment for linkage development
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Notc that Chapter 7 discusses the 1ole of the leader firm i local and regional
economies tn more detail Included also in Chapter 7 1s a general discussion of the

evolution from organic to co-ordinated interaction
2\ 10 4 Interaction Facilitated by Orgarusations Other Than Furms

‘The equilibrium between co-operation and competition does not occur naturally but
usually 1equues the positive action of some institutional actors, from local
govcinment to trade associations, unions and banks’ (Coro & Grandinetti, 1999)
Insututions hke universities have a vested interest in the performance and
competitiveness of local busmess just as local businesses have a vested interest in
education (Porter, 1998a) Therefore, organisations other than firms can and do have
an active tole to play in ‘the new economics of competition’ (Porter, 1998a) But how
can they facilitate hinkage development? Universities can create ties with business
thiough the creation of incubator units on campus, thereby creating a ‘culture of
1escaich collaboration’ between busimess and institution and an environment where

collective learning leads to innovation (Keeble et al, 1999)

Institutes, howeveir, may not have a direct role in facilitating interactive processes,
then r1ole may be one which provides ‘collective benefits to firms fiom 1deas, research
capability, information, skills, supply structures and services [which are made]
available thiough recognisable mstitutions’ (Keeble et al, 1999 referring to Amin &
Thuft, 1995) Garibaldo & Jacobson (2005) suggest that non-firm orgamsations like
universities and trade associations play a supplementary role i firms’ innovation

processes that enables them to add to their informal tacit knowledge bases

Scngenberger & Pyke (1992 25) highlight the local authority’s role as a ‘social co-
ordinatot’ m bringing various interest groups together to create collaborative netwotk
processes and service stitutions 1 industrial districts What 1s required 1n order for
thesc co-ordinated processes to work successfully 1s the active participation of firms
Linkage development facilitated by firms and non-firm orgamisations are not
processes that operate independently of one another but rather operate i an inter-

dependent manner, mutually reinforcing one another Institutional thickness 1s
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important m setting the overall context or framework in which territorial cluster

development can take place
2105 Place in Context

“The meie co-location of companies, suppliers and stitutions creates the potential
for economic value, 1t does not necessarily ensure 1ts realisation’” (Porter, 1998a)
Piote (2001) suggests that terntorial competitiveness 1s based on the social ielations
that cxist among the people who live within a district or region Garibaldo & Tacobson
(2005) highlight the importance of social context for both ‘technological evolution
and 1nnovative capacity’ and suggest that regional clusters ‘are places whete close
inter-firm communication, socio-cultural structures and institutional environments
stimulate socially and territorially embedded collective learning and continuous

education’

While we do not dispute this there 1s a need to consider physical characteristics as
well and acknowledge that they act as the trigger for the development of specific
mdustiies i particular places In other words industry locates 1in places where there
are positive factor conditions Local labour markets, human capital and mterpetsonal
netwotks ate ‘imherently localised’ and are therefore an inherent part of ‘place’
(Camagni, 2002) Industry must have some attachment to place 1f 1t 1s to utilise these
factors to 1ts advantage This i1s generally referred to as embeddedness — ‘an
embedded economy consists 1n economic activity which 1s dependent on resources
that are teintonally specific’ (Ganbaldo & Jacobson, 2005 referring to Storper, 1997)
Fums and supporting organisations ate attached to place but some firms may be
attached to a number of different places if, for instance, the firm 1s a MNE with a
number of subsidraries 1n a number of different countries The depth of attachment or
embeddedness 1s what determines the extent of cluster development 1n a given region
(Markusen, 1996) Attachment n the form of network relationships as we have
discussed pieviously may reach beyond iegional and national geographical

boundaties However, part of a cluster may be contained within a given region
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2 11 Transactional and Contextual Environment

To assist n the mvestigative process and indeed the analysis of nter-industry
differcnces (Chapter 10) as revealed n the three case studies — fish processing,
prnting and bakery (Chapters 7,8 and 9) a framework 1s required that acknowledges
the theottes and concepts discussed 1n this chapter To do this we use the concepts of
tiansactional environment and contextual environment to shed light on why elements
of clustering can be found m some ndustries (1 e printing and fish processing) and
why 1t 1s absent from others (1 e bakeiy) Ganbaldo & Jacobson (2005) use these
conceptual tools to analyse the role of company and social networks in low-tech

mdustiies and describe them as follows

‘The ‘“transactional environment” (Trist, 1976, Van Bemnum m
Naschold, 1993) of an orgamsation is the one with which 1t
interacts m carrymg out 1ts primary task, however, there 1s also a
broader ambient, beyond that relating to the primary task, which
can be called “contextual environment™’

The contextual environment can be made up of social institutions, conventions, norms
and tiust — mostly non-physical features that are embedded 1n place and specific to a
given location The transactional environment 1s a non-spatial one 1n which both
physical and non-physical features are elements (Garibaldo & Jacobson, 2005) It
iefers to the environment in which goods and services are exchanged and therefore
includes industry characteristics such the natute of competition (as discussed
Section 24 5) We have shown n this chapter that the contextual environment can
have implications for the transactional environment — although we did not expressly
state 1t 1n this way For example trust (an element of the contextual environment)
(acilitates co-operation Co-operation alters the transactional environment by creating
mter-firm networks that form the basis of regional systems of mnovation and
industrial districts The transactional environment 1s thus altered from one containing

mai ket 1elationships to one of more collaborative exchanges

We highlight the role of co-operation because of 1ts significance in the formation of

various localised clusters (See Figure 2 2) What these various localised clusteis have
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i common 1s the role played by the contextual environment i shapmg their

1cspective transactional environments

Figure 22  Co-operation at the Centre of Various Localised Clusters
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Chapter 3. Clusters in the Irish Context

31 Introduction

The purpose of this chapter 1s to outline how ndustrial policy and development n
lteland over the years has shaped the present day industral climate This 1s extremely
ielevant as historical circumstances have an important role to play i determining
whether clusters will emerge or not (Rosenfeld, 2002) Past decisions can directly and
indirectly mnfluence development trajectories Included 1n this Chapter 1s an
examination of research conducted to date on industrial clusters in Ireland We outline
the main findings and discuss their relevance to the examination of industry for cluster

activity in North Dublin

32 Irish Industrial Development and Policy — A Brief History

Following the abandonment of the protectionist policies (1930s to late 1950s)
‘industiial policy has been outward looking and has aimed to develop internationally
competitive industries’ (Clancy et al, 1998) The late abandonment of protectionism
howcver means that Ireland 1s classed a ‘late-comer’ to industrialisation (Sweeney
1999, referting to O’Malley, 1989) The growth in Ireland that followed the outward
looking strategies was attributed to investment by foreign owned multinational
enterprises {(MNESs) that chose Ireland as a location from which to produce for export
maikets (Clancy et al, 2001) Location of MNEs mn Ireland was driven by the
availability of grants and tax concessions Fuelling the attractiveness of Ireland as a
location from which to export was 1ts membership of the EC which came nto effect m

1973, assuring access from Ireland to the large EC market (Clancy et al, 2001)

The presence of MNEs made a significant contribution to industrial growth n Ireland

O’Malley (1989 155-156) notes the importance of MNEs
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‘By the mid-1980s foreign firms accounted for more than 35% of
manufacturing employment, with over three-quarters of this
employment bemg in firms which had started since the 1950s The
increase 1 employment 1n these foreign new industries was more than
sufficient to account for all of manufacturing employment growth
smce the mid-1960s when trade liberalisation began Even more
stuking had been the contribution of foreign firms to export
gtowth  with 85% to 90% of therr output, on average going for

export’

It was only when foreign-owned manufacturing declined between 1980-1987 that
outward-looking policies were brought into question This decline coupled with
concerns ovel ‘limited purchasing linkages and withdrawals of profits from the
country’ (Clancy et al, 2001) suggested that continued reliance on foreign-owned
fitms as both exporters and employment providers ‘was no longer, on its own, an

adequate strategy for industrial development’ (Clancy et al, 2001)

Despite strong ndustrial growth experienced mn the 1960s and 1970s indigenous
industry failed to make 1ts mark m terms of employment growth and export
development (O’Malley, 1989 102) Poor performance of indigenous industry
combined with over-reliance on foreign-owned firms signalled the need for a shift in

policy

Focus on mdigenous ndustry and the ‘integration of foreign-owned enterpiises nto
the Insh economy’ was incorporated into policy documents during the 1980s (Clancy
ct al, 2001) Barry et al (1999 61) suggest that there has been ‘a noticeable
improvement mn the performance of the indigenous sector since then’ They suggest
that the expansion of existing firms rather than the establishment of new ones were
1esponsible for job creation 1n the indigenous sector This can be directly attributed to
policy mitiatives especially those outhined in the White Paper on Industrial Policy
(1984) which stated that the aim should be to ‘develop larger and stronger firms by

building on those with a reasonable track record’ (Clancy et al, 2001)
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Clancy et al (2001) suggest that the average growth rate of 10 per cent experienced m
the industiial sector since 1987 1s due largely to increases in foreign direct investment
(FDI) They show for example that foreign-owned firms increased their shate of
manufacturing employment from 43 per cent to 47 per cent and increased their share
of manufacturing output from 52 per cent to 66 per cent between 1987 and 1996
Indigenous industry also experienced significant improvements, for example 1n the
mne year period between 1988 and 1997 indigenous employment grew by nine pet
cent, exceeding both EU and OECD levels (Barry et al, 1999) The substantially
imcreased share of foreign owned firms simply means that this group of firms grew

much faster than indigenous firms

321 Over-Reliance on MNEs?

The significant shares of foreign owned firms i employment and output — and even
higher m exports — suggests the need to ask whether the economy 1s over-reliant on
relatively footloose MNEs Barry et al {1999 69) suggest that fear of ovei-reliance
may be well founded They outline that success of mdigenous industry 1s based on
comparative advantage while success 1n attracting foreign direct investment 1s based
on absolute advantage Absolute advantage 1s something, they suggest, which can be
lost overnight while comparative advantage is that which can be subjected to change
but cannot be destroyed entirely By this 1ationale fear for health of the economy may

well be justified

Bauy et al (1999 70) believe however that the economy has ‘earned a sufficiently
high return from 1ts specialisation (itn MNE-dominated sectors) to pay for incireased
1isks of instability’ associated with such high levels of FDI Their reasons for thinking
this 1clate to the opportunities that have been created for ‘learming by doing’ and
thiough the generation of tax revenues which they feel can enable the economy to
‘climb the ladder of comparative advantage’ and contribute to the development of
‘physical and human capital infrastructure’ They suggest also that the collapse of FDI
and any catasttophic implications may be overstated depending on the extent to which
Imkages have been developed with the indigenous economy This general support for
encouwaging FDI, despite an awareness of the nisks, 1s echoed in the Autumn 2003

Quarter Iv Bulletin of the Central Bank The downside of employment shocks arising
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fiom recessions 1n the small number of MNE-dominated sectors on which the
economy 1s specialised, 1s offset, accoiding to the Central Bank, by growth 1n ‘the

good times’

Given the fact that North Dublin displays (and has n the past displayed) a relatively
higher proportion of employment m foreign owned firms than that at the national level
(sec Figuwie 3 1) one would consider the strength of linkage development between the
foieign owned and indigenous sectors of vital importance to sustained industrial
development for both sectors in North Dublin The alternative mode of development
could be one that 1s built on the strength of certain indigenous sub-sectors, that
capitahses on existing inter-firm co-operation and perhaps, where appropriate,
mcorporates some level of interaction with foreign-owned firms Section 332

desciibes how pievious mdigenous-foreign firm links failed to be sustained

Figure 31 Employment in Foreign-Owned Firms as Percentage of Total
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It 1s clear from Figure 3 1 that successive policies aimed at attracting overseas
mvestment into Ireland have had a significant impact upon employment in North
Dublimm  An understanding of the dynamic of indigenous sectors (a contiibution to

which 1s made through the case studies presented in Chapters 7 to 9) 1s made all the
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moie peitment m the context of regional dependency on MNEs for development As
noted m Section 2 3 3 of Chapter 2 however the presence of foreign owned MNEs can

prevent 1egional msularity but only where there 1s some kind of mter-connectivity

between MNEs and indigenous firms

322 Industrial Policy — The Regional Element

As we are concerned with industnal clusters at the local and regional level 1t 1s worth
highhghting some aspects of policy that have, over the years, endeavoured to
incorporate the notion of regional industrial development Barrios et al (2003) indicate
that “the 1egional dimension has been an important aspect of Irish industrial policy for
motc that 50 years, although 1t has undergone considerable changes’ From the
Underdeveloped Areas Act of 1952 which provided designated areas with grants for
machinery, equipment, land and buildings to the Regional Industrial Plans of 1973 to
1977, which focused on the creation of town clusters within designated areas so as to
ensute the ‘maximum geographical dispersion of new industrial development’, policy

has had a keen focus on regional development

The ‘target town’ approach which mvolved the setting of specific job creation targets,
the puichase of industrial sites and building of advance factories by the IDA so as to
mfluence the location of mward investment was continued in ‘The Regional Plans for

1978 to 1982° (Barrios et al, 2003) After 1982

Thete was a marked change m Insh industrial policy 1n that an explicit
national strategic industry component, namely trying to attract hi-tech
foreign multi-nationals to jump-start the wvirtually non-existent
inchgenous high tech sectors was given priority over regional

dispersion (Barrios et al, 2003)

Attracting high-tech foreign owned industry into the country was given priority ovet
the 1egional dispersion of MNEs Barrios et al (2003) suggest that this 1s still more or
less the case However, considerable focus has been placed on attracting inwaid
mvestment to the borders, midlands and west of the country (the BMW region) over

other i1egional locations (Agnew, Interview, 2002) The National Spatial Strategy
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(2002) also provides evidence of an mcreased priornty bemng given to regional

development

323 Regional Development — Implications for North Dublin

According to the IDA (Agnew, Interview, 2002) the increasing focus on mote even
development n Ireland will not be to the detriment of industrial development in North
Dublin, development will proceed 1n specific industries/sectors such as financial
se1vices and shared services Despite higher grants and icentives for locating in the
mote ‘disadvantaged’ areas such as the BMW region, foreign-owned firms will
choose the location most appropriate for their business Barrios et al (2003) are 1n
agreement with this view having conducted empirical investigations on the effect of
public mcentives and agglomeration economtes on MNEs’ location choice 1n Ireland
They found that high-tech multinationals locate “in urban centres 1n ordei to avail of
knowledge-ielated spill-overs from the diversity of industries’ We can assume
therefore that urbanisation economies rather than the availability of incentives are a
key factor in determiming the location of foreign owned firms North Dublin as part of

the greater Dublin region can offex these locational advantages

Despite the development agencies’” (IDA and Enterpiise Iieland) regional focus there
has, with few exceptions, been little attempt to locate similar or related companies in
designated locations 1€ a working cluster policy Examples of these exceptions are

the International Financial Services Centre (n Dublin and the pharmaceuticals sector

in Ringaskiddy, Coik

33 Polcy Interest in Clusters

The ongins of the cluster philosophy 1n lieland can be traced through a number of key
documents and inittatives, the first of which 1s the Telesis Report Although the
Telcsis teport (1982) did not expressly refer to ‘clusters’ it did suggest that integration
between domestic and overseas sectors operating in Ireland was crucial to economic
success In effect, 1t advocated the establishment of linkages between firms, which (o
a certain extent constitutes cluster devclopment Telesis mfluenced policy makers,

and was followed by the White Paper on Industrial Policy in 1984 Among other
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things this led to the establishment of a National Linkage Programme which,
howevet, had mixed results It was not until the publication of the Culliton Report in
1992 (itself influenced by the work of Porter, 1990) that the term ‘cluster’ explicitly
entcred the Irish industrial policy context The report recommended that a ‘policy of
identifying niches and segments and building clusters should be adhered to’ Since
then mdustital policy makers 1n lieland have had a keen focus on clustering as a

means of creating and sustaining competitive advantage

331 Elements of Cluster Development

Priot to and following the publication of Porter’s Competitive Advantage of Nations
(1990) and the Culliton report (1992), both of which were to generate a wealth of
academic debate on the topic, there were significant steps taken to foster a culture of
netwoiking 1n Ireland which 1f managed correctly could be used as ‘a toute to
clustars’ (Cooke, 1998) Cooke (1998) cites the National Linkage Programme as one
such 1oute The programme aims to integrate the foreign and indigenous sectors
through supply chain development The programme, as Cooke {1998) outlines, has 1n
the past come under criticism for its ‘selectivity of supply-firm candidates which
cxcluded the majority of indigenous suppliers’ and for an inadequate level of co-
ordmation between the development agencies i administering the programme The
programme 1s still running today but at a smaller scale than 1t did approximately ten

yeais ago

332 Lwunkage Development in North Dublin

The Regional Linkage Programme has had some success in the past especially in
North Dublin where overseas firms in the electronics and hght engineeiing sectots
established supply links with local firms involved in the manufacture of ‘mechanical
paits’ e g plastics, metals and printing materials However, the demuse of this sector
in Noith Dublin 1n recent years and the demise ot re-location of key customer firms
like Amdahl, Motorola, Celestica and Gateway to parts of Eastern Europe has forced
the Linkages Department in Enterprise lieland to look outside the region and even the
nation m order to salvage ties and create new links for indigenous firms operating in

the sector Measures, which include partnership development and start-up operations
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of Tnsh firms 1 eastern European locations, are currently being deployed (Kennedy,

Interview, 2003)

While the Linkages Progiamme was successful in integrating indigenous and
overseas firms in North Dublin (albeit to a limited extent and for a limited period) its
sustainability, for a number of reasons, was always questionable Firstly, local
sourcing by overseas customer-firms i North Dublin was limited to basic parts and
sourcing of high-technology components was tied to international supplier bases
Sccondly, ndigenous firms’ over-teliance on subsidiaries of MNEs meant that
mnternational business was not sought Although overseas firms cannot be compelled
to soutce all mputs locally the Linkages Programme should have endeavoured to
broaden the customer bases of its indigenous client firms so as to mimmise economic
fall-out Cooke (1998) suggests that in order for the Linkage Programme to be more
successful 1t needs to broaden its appeal and place itself m the context of clustering

and systemic mnovation

In a 1ecent policy document entitled Ahead of the Curve — Irelund’s Place in the
Global Economy the Enterprise Strategy Group (2004) reinforce the principles of the
Culhton Report when they outline that enterprise in Ireland will succeed by focusing
on niche areas of activity through a number of different means which include inter
alia * clusters or groupings with specific expertise’ In the pursuit of cluster
development, they outline some specific mechanisms, primarily business networks

Thiough business networks, that combine partners from financial, educational and
1esearch nstitutes as wetll as firms, they suggest that small firms can overcome ssues
1elating to scale They recommend that state funding be made available to groups of
mterested parties working tn collaboration The emphasis, in policy, has shifted from

the promotion of purely economic linkages to more co-operative ties

Fuithermore, the report recognises that networks may be either formal or informal
and suggests for example that * participants may share information on markets
[Chapter 7 shows evidence of this among fish processing firms], they may co-operate
to address a customer need that they could not address individually [this 1s evidenced
m the Printing Consortium of Ireland — the focus of Chapter 8], they may share

interests 1n technology, standards ot regulations, or they may act in concert to
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commussion 1esearch or to articulate skills requirements’ The case study findings are
theiefore highly topical in the context of current enterprise and cluster development

policies

34 Research on Clusters in Ireland

As indicated above substantial policy and academic debate on clusters and then
1elcvance to Ireland ensued after the publication of the Culliton Report (1992) Much
of the woik, however, has been applied at the national level and has 1elied upon both
Porter’s model and methodology to mvestigate empirically the existence of clusters
Theie has been, to date, only himited investigation conducted at local and 1egional
level These regionally focused studies have adopted an alternative framework for
mvestigation — the industrial district model — and bhave therefore been limited to single

sectois Their findings are none the less of value

341 National Studies

O’Donnellan (1994) was the first in Ireland to examine Irish manufacturing for the
presence of Porter’s sectoral clustering He 1dentified a number of sub-sectors which
displayed regional spatial concentration The, ‘strong spatial association between
sectors’ he believes does not provide conclusive evidence of clustering especially
given the fact that low levels of vertical linkages were uncovered through mput-
output analysis The fact that spatial concentration m Ireland does not necessarily
imply cluster activity 1s an mmportant finding Further to this, O’Donnellan (1994)
could find little evidence to link the strong performance of the electronics and
chemical sectors to any clustering activity in those sectors Strength of performance

could be attiibuted more to the presence of MNEs

What 1s most notable about O’Donnellan’s research and most relevant to this
dissertation are his suggestions in relation to localised clustering While he found
hittle evidence of strongly performing clusters at the national level he does indicate
that ‘mote subtle or localised clustering’ could make a difference to performance and
that government support for ‘local specialised infrastructure’ should be remnforced

Despite O’Donnellan’s early indications that localised clustering may be more
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appropitate to ltish industry 1t was not until a number of other national studies weie
conducted and findings published that a sectoral and regionally focused study made

its way into print

In 1995 following international debate on the importance of industrial clustering to
sustained competitive advantage the National Economic and Social Council (NESC)
commussioned a study ‘to examine the importance of industrial clusters for mdustuial
devclopment, and the suitability of Porter’s clustering model, in the Irish context’
(Clancy and Twomey, 1997) The commussioned research culminated in a seties of
papers which applied Porter’s cluster analysis to a number of sectors, viz the music
industry (Clancy and Twomey, 1997), the software industry (O’Gorman et al 1997)
and the dany industry (O’Connell, 1997) In 1998, NESC continued to probe the
cluster concept and published the proceedings of a semunar entitled Sustaiming
Competitrve Advantage Not only was Porter’s model flagged as iapproprniate 1n the
liish context but alternative strategies for achieving competitive advantage were
highhghted, in particular modes of networking as a route to cluster development

(Cooke, 1998)

What the Insh research, conducted at national level, offers us 1s conclusive evidence
that a departure from ‘Porter as a central plank n [rish industrial policy’ 1s necessary
(Clancy et al, 1998) National studies tell us that Porter’s model has little validity in a
small open economy like Ireland and is probably most suited to large mature
manufacturing economies like Japan and the US Most notably the national research
does not abandon totally notions or elements of clustering in the Irish context In fact,
some go so far to say that there are ‘appreciable benefits’ to be obtained from
groupings of connected or related companies, for example customer/suppliet
iclations, competitive rivalry and the development of specialised pools of labour

which should be built upon (Clancy et a/, 1988, O’Malley and van Egeraat, 2000)

Appropriate modifications to Porter’s approach identified by Clancy et «f (1998)
include 1ecognition of the role that foreign demand plays in sustaining indigenous
mdustity This 1s an acknowledgement that linkages between actors in clusters may
extend beyond the traditional boundarnes of the nation It 1s suggested also m the

1eseaich that clusters in Ircland are unlikely to contam all the components of a full
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scale cluster such as suppliers, customeis and related industries (O’Malley and van
Egeraat, 2002) This emphasises an important point, 1 € that Porterian clusters n their

entirety are unlikely to be found in Ireland

342 Alteinatives to Porter — Local and Regional Studies in Ireland

Rescarch m heland on industrial agglomeration has not been limited to the Porter
model Jacobson and O’Sullivan (1994) examined the origins and early evolution of
the software manual printing industry (SMPI) m Dublin  They found that the
1elationship between suppliers (SMP firms) and the buyers (software publishers) that
estabhished a presence 1n Ireland, led to changes and improvement in standards and
organisational structures within the SMP firms The quality and standard required by
the softwaie publishers was ° very rigorous and exacting’ This meant that fitms had
to acquire specific standards such as ship-to-stock for example The SMP firms,
having to 1espond to rapid growth and large, repeat orders — where previously they
had opciated on the basis of “jobbing” — had * to introduce new departments such as
production control, quahty control, scheduling, order and costing departments
dedicated to serving the manufacturing piocess’ (Tacobson and O’Sullivan, 1994) In
this case the emergence of a group of high technology suppliers can be directly
attnibuted to the establishment in ireland of high technology MNEs Among the
disadvantages of the intet-firm relationships that developed between the suppliers and
buyers within the SMPI, was ‘the general dependence of the suppliers on the

publishers [that was] exacerbated by the homogeneity of the suppliers’

lacobson and Mottiar (1999) followed with a study comparing the SMPI with the
furniture industry in Co Monaghan They found a lack of networking in the former
and cxplicitly 1dentified the latter as an industrial distiict The firms in the wooden
furniture industry in Co Monaghan exhibited a high degtee of (horizontal) co-
operation

‘Even direct competitors - hke the two producers of fireside

chairs — share mformation They discuss customers, and will

help each other to avoid giving credit to high-risk customers

At a more substantial level, two of the larger firms, McNally
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and Finlay, and Sherry Bros share a brand name, Rossmore,

under which their products are marketed 1n Britain’

Another notable characteristic of the Co Monaghan furniture industry is its number
of spin-off firms — ‘an important source of growth 1n mdustrial districts’ (Tacobson
and Mottiar, 1999) Of the firms surveyed, Jacobson and Mottiar (1999) found that 75
per cent wete 1elated either directly or indirectly to one furniture firm in paiticular —
Coyle’s It was within this firm that apprenticeships wete served and skills and know-

how acquned

In contrast to the furmture industnal district Jacobson and Mottiar (1999) highlight a
distinct absence of horizontal co-operation, despite declining markets The close
vertical 1elationships that they describe are umilateral rather than reciprocal They
suggest that ‘the relationships, and m some cases the firms themselves, are the results

of decisions by the buyer firms’

lacobson et al/ (2001) using the furmiture industry as a point of reference explored
industnial districts and networks as alternative modes of development in Ireland In
exploring the dynamics of inter-firm relationships they note parallels with the Itahan
industial distiicts, namely competition, co-operation (formal and informal), strong
honizontal and vertical integration between firms and a number of §pm-off operations
While they acknowledge that some elements are absent they ieiterate that what they
have uncovered in Co Monaghan constitutes an industrial district What 1s most
notable about the inter-firm dynamics documented 1s their relationship to ndustnial
development They suggest that the survival of an individual firm ‘s very much
connected to the relationships 1t has forged with other firms’ and that policy should

take account of this (Jacobson et al, 2001)

In contrast to these co-located inter-linked firms Jacobson et al/ (2001) present a
spatially dispersed network that effectively operates in the same manner as firms in an
industnal district Through a Pilot Network Programme (PNP) imitiated by Enterprise
lteland, three furmiture firms set up a jomnt venture product development and
maiketing company by the name of TORC The manner in which TORC operates 1s

that once a contract 1s won the business 1s fulfilled by one of the three network firms
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on a 1otational basis, depending upon their availability Network mvolvement proved
extiemely beneficial to all thiee companies as the joint venture gave the firms the
ciitical mass they required to enter overseas markets It also improved then ability to
obtain grants and assistance from the development agencies that as individual

companies they would have been unable to attain

Apait fiom the lack of spatial proximity this example of mter-firm co-operation and
competition differs from the industrial district m Co Monaghan m that 1t 1s
‘embedded 1 a rich mstitutional environment’ These examples provide us with
empiiical evidence that co-operation between firms (whether spatially dispetsed or
spatially proximate) have strengthened indigenous industry albert 1n a single sector or
sub-scctor  This remforces the validity of an investigative study aimed at the

local/regional level

35 Discussion

From this section we can conclude that policy, in particular the pursuit of foreign
direct investment as a means of stimulating growth in the economy, has had a
significant impact upon the mix of indigenous and manufacturing firms and their
respective levels of employment i North Dublin Chapter 5, which presents the
industiial profile of North Dublin, shows this 1 greater detail It 1s also clear that
industnal policy at national level has had an effect on industrial development at a

local level

The 1esearch discussed in this chapter suggests that Porter’s definition of clusters has
less 1elevance m an Irish context than other, perhaps looser definitions of
agglometative development Recent policy has been cognisant of this, acknowledging
the 10le of enterprise led business networks for the creation of competitive advantage
Furthetmoie, the general sentiment expressed in this chapter affirms the decision 1n
this thesis to focus on a mux of development models — like networks, industrial
districts and systems of mnovation (as detailed in Chapter 2) — rather than a single

theory/model as a guding framework
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Chapter 4- Methodology

41 Introduction

The outcome of a cluster study largely depends upon the study objectives and the
methodology used m the 1dentification process It 1s important therefore to highlight
the merits and demerits of the vartous methods that can be used in the identification
and analysis of industry clusters The aim 1s to settle on a method or methods best
swited to the setting i question, namely the local and sub-regional economy of North
Dubhn In lieland 1n general (although there have been some exceptions), clustel
studies have tended to be performed at national level using what 1s known as the top-
down o1 Porterian approach As the focus of this study 1s the local and i1egional
economy and not the national, a change in approach was called for We outline the
1casons why below and distinguish between top-down and bottom-up approaches as

well as micro and meso levels of analysis

Cluster 1dentification methodology traditionally relies upon quantitative techniques to
determine whether industry clusters exist within a particular place, region or nation
Incieasingly, quahtative techniques are combined with more traditional quantitative
ones to determine the nature and extent of clusters We outline the role of qualitative

tcchnigues 1 butlding a more holistic approach to cluster analysis The particular
approach and methods of cluster analysis (1e case studies) used m examining

mdustiies and sectors 1n North Dublin aie then outlined

42 Top-down Vs Bottom-up Approaches

Birown (2000b) 1n referring to Lagendik (1999) suggests that there are ‘two principal
outes to cluster selection’ the top down approach and the bottom up approach The
former mvolves compiling a hist of clusters based on cluster analysis Problems m
ielation to tlns approach, Brown suggests, relate to justification of why certain

clusters were mcluded and others excluded If, as in Porter’s approach, analysis 1s
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based on ‘hard’ quantitative data 1t 1s difficult to reject A good top-down approach
should 1deally 1dentify clusters through use of various data reduction techmques like
statistical cluster analysis or factor analysis (Bergman & Feser, 1999) If, however, 1t
1s simply based on policy-makers’ pre-determined 1deas about which industries shoutd
be developed into clusters — the notion of picking winners — rather than exploring
those which present statistical evidence of clustering, then the selection process

becomes tamted

In contiast, a bottom-up approach 1s based on enterprise level analyses where the
focus 1s on ‘especially dommant and fast growing firms in their local industry
nctworks and institutional settings’ (Peters & Hood, 2000) This approach focuses on
the specifics of joint action and co-operation among economic actors Starting with
ndividual sectors, the analyst attempts to 1dentify clusters by searching for linkages
with othel economic actors — both in similar and non-similar industries The analyst 1s
then able to discern the nature of ‘regional mdustrial interdependencies from the
ground up, one sector at a time’ (Bergman & Feser, 1999) This 1s the approach most

commonly applied n the Italian industnal districts research (Brown, 2000b)

Depending upon the particular setting one approach may be more appropriate than the
other However, Brown (2000b) points out that ‘m reality, the majority of clusters
selected for policy help and support involve a combination of these two routes’ (1 e
bottom-up and top-down) and that a mixtwie of these two approaches 1s probably the
best method of cluster selection Bergman and Feser (1999) suggest that these two

approaches are options when pursuing cluster analysis using the meso-level approach
43 Level of Analysis in Cluster Identification

According to Feser (1998) the unit of analysis m Porter’s Compentive Advantage of
Nations 1s the national rather than the local or regional scale and at the national level

Poiter’s ‘clusters are conceived as broad industry groups hinked within the overall

macto economy’ His level of analysis 1s therefore macro n focus
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431 Micro-Level Analysis

Micio-level analysis ‘tends to document one cluster per region usually that of its
policy chent’ (Bergman & Feser, 1999) A micro level cluster analysis need not be so
restrictive however It does, as Bergman and Feser (1999) suggest, provide a detailed
study of single industries but this does not necessarily umply that only one cluster can
be identified and analysed The presence or absence of one or more clusters 1s not
precluded by the use of such an approach Techniques drawn from regional analysis
such as location quotients (discussed below 1n section 4 4 3) can be incorpoiated to
highhight relative concentrations of industries or sectors n particular places The
oulcome of this analysis offers initial evidence as to the presence or absence of

clusters 1n a given location and not the overall micro-level approach itself
The advantages of adopting such an approach include among others the following

e Detailed examination can be performed on individual firms in concentrated
sectors so that firm behaviour becomes apparent and the extent of linkage
development highlighted This 1s especially beneficial where secondary

souices of information on co-operative relationships are difficult to obtain

e Some of the important social and inter-personal factors in clustering are
identified more easily at the micro level The importance of individuals’

background and experiences emerges, for example mn the building up of trust

The main disadvantage of the micro-level approach 1s that ‘significant instances of
region wide industrial clustering go unrecognised” (Bergman & Feser, 1999) as the
focus 1s primaiily on similar sector fiims and not co-located firms from different
sectors This approach should only be adopted where a region’s leading industiies
have been 1dentified and where there 1s a need or desire to understand how nter-firm
tclationships may be strengthened and built upon to achieve competitive advantage
(Bergman & Feser, 1999) Even then, there 1s a danger of identifying characteristics —
for example co-operation and trust — when they are not present to any sigmficant

extent This 1s a problem of any single case reseaich, where the extent to which any
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chaiacteristic 1s present cannot be compared to other cases For this reason, thiee case

studies wete conducted and the findings presented herein (see Chapters 7 to 9)

432 Meso-level Analysis

According to Bergman and Feser (1999) where regions have ‘little knowledge of their
cote tegional stiengths and potentials’, use of techniques which facilitate ‘a
compiehensive 1nvestigation of wvirtually all sectors in the regional economy are
needed’ Using OECD terminology they term these ‘meso-level cluster applications’

In other wotds a meso-level cluster analysis provides for much broader multi-industry
mvestigations Given the fact that little exploratory work has been conducted on
sectols and mdustries in North Dublm 1t was decided that the initial approach should
bc consistent with this level of analysis Howevet, there 1s a case for developing a
micio-level approach once key industries/sectors have been 1dentified The techniques
that Bergman and Feser (1999) suggest aie appropriate in a meso-level approach, like
Poitei’s, pose a particular problem 1n their application at regional level in Ireland due
to the lack of suitable data There are, we suggest, a number of ways to overcome this

We outhine briefly below the technique Porter applied m The Competitive Advantage
of Nations and the techmques Bergman and Feser (1999) offer as suitable for regional

mvestigations and how these have been modified for our purposes

44 Cluster Identification

441 Poiter’s Approach

Poiter (1990, 1998) provides, in many cases, a good starting pomnt for the
identification of industital clusters However, his methodology 1s particularly
problematic 1n the Irish context Porter’s method is essentially a top-down approach
where ‘competitive high points 1n the national economy are first identified using two
main measures, namely world market shares and flows of outward direct investment’
(Peters & Hood, 2000) Clancy et al (1998) provide this brief description of his

mcthodology
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Porter’s methodology for 1dentifying the relatively competitive
industries 1 a country requires that the country’s exports of each
product are calculated as a percentage of all country’s exports (or
world exports) of that product If a country’s share of world
cxports of a particular product 1s greater than its share of world
exports of all products, this 1s taken as an 1mitial indication that the
country is relatively competitive or has a comparative advantage in

that product

As data on national or international trade flows for Insh regions do not exist it 1s
therefore 1mpossible to adopt such an approach mn a local or regional setting
(Mo1rgentoth, 2001) Even 1f such data were available 1t would be madvisable to adopt
such a method, as testing of Porter’s model by Clancy ez al (1998) suggested that
Potenan clusters were not an apparent feature of Irish mdigenous industry The rigid
application of the Porter model i this case prevented researchers from exploring in an
alternative manner the nature and composition of existing or potential non-Porterian

immdustiial clusters

442 Input-Output Analysis

Input-Output (I0) analysis can be used to determine industry clusters in both regional
and national economues 1O tables describe the pattern of transactions between
mdustiies (Jacobson & Andreosso-O’Callaghan, 1996 p2) and facilitate the
identification of interdependencies or value chains among sectors (Bergman & Feset,
1999) This, Iike Porter’s, 1s an example of a top-down approach and 1s classed as a
data reduction technique As 1s the case with Porter’s approach this method 1s
chminated by virtue of the fact that neither ttade data nor IO tables are generally

available at regional level 1n Ireland

We ate led by Bergman and Feser (1999) to believe that this 1s probably the most
satisfactory method of cluster identification and that other methods (e g location
quotients and expert opimon) are merely supplementary We suggest however that

they can be used even 1n the absence of the IO approach for cluster analysis in North
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Dublin However we do acknowledge that IO analysis would be beneficial were the

data available
443 Location Quotients

‘A location quotient (LQ) 1s a simple measure of spatial concentration based upon
cither employment or income’ (Jacobson & Andreosso-O’Callaghan, 1996 p52) Asa
1atio of employment shares, the location quotient indicates the ‘regional industry’s
shate of total regional employment over national industry’s share of total national
employment’ (Bergman & Feser, 1999) An LQ equal to one indicates that the share
of employment 1n a particular sector and in a particular place 1s ‘proportional to the
total employment share of the country’ while an LQ above one indicates ‘a higher
concentiation of employment than that of the total employment share of the countiy’

{Moigentoth, 2001) A sector with a share of one 1s known as ‘residentiary’

Isard’s (1998 p24) expression for calcuiating LQs 1s as follows
E'/E
E'/E

Whete

L =employment in activity ¢ 1n a given region J
L= employment i activity ¢ n the nation
[’ = total employment n region R

£ = total employment 1n the nation
This was used to calculate the LQs presented in Chapter 5

The distinct advantage of applying such a technique to the North Dublin cluster
analysis 1s that we can highlight ‘what industry the region has and does not have’ and
‘the extent to which each industry 1s under- or over-represented n the region
compaied to say the nation’ (Isard, 1998 p24) While this 1s in no way msigmficant,
espectalty given the fact that other techniques have proved mappropiiate, 1t offers
very little msight into the mterdependencies within and between sectors (Beigman &

Feser, 1999) and indeed between firms As a fundamental part of the cluster concept,
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1t 1s therefore necessary to explore additional methods that can assist in determining if

such linhages and interdependencies exist

444 Expert Opmnion

The use of expert opmion can provide some insight into linkages and
interdependencies between actors in value chains Bergman and Feser (1999) believe
that 1egional experts such as industry leaders, public officials and members of
development agencies ‘are important sources of information about regional economic
tiends, characteristics, strengths and weaknesses” The key to using this qualitative
data effectively 1s to be aware that theie may be a ‘multitude of potential biases

affecting each expert’s views’ (Bergman & Feser, 1999)

45 Approaches to Cluster Analysis in North Dublin

Following the 1eview of cluster approaches and methodologies and consideting the
limited number of techniques available to us 1t was decided that a two-step approach
(as outlined by Bergman & Feser, 1999) would be most appropriate in analysing

industry n the local and sub-regional economy of North Dublin The two steps are as

follows
1) A scan of the local/sub-regional economy using quantitative techniques
2) A detailed 1nvestigation, using qualitative approaches, of the industnal

sectors or groupings 1dentified 1n the scan

451 Methodology for Inttial Scan

In o1der to conduct a scan of the regional economy 1t was essential to have a
comprehensive data set upon which analysis could be performed In the case of North
Dublin the data set had to satisfy two requirements, first, that it would provide
scctoral disaggregation and second, that it would provide locational disaggregation
Mote often than not cluster studies, especially those based on political agendas, tefer
to broad mdustry groups or categories of business for example tourism, metals,
professional services (Rosenfeld, 1997) 1ather than the individual sub-sectors within

thosc categoties that are responsible for giowth 1n their particular industry or field
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The ‘bottom up’ approach to cluster 1dentification as indicated above in Section 4 2
involves screening and selection of industry at local/regional level (Peters & Hood
2000) By examining the sectoral division of employment in North Dublin 1t has been
possible to highlight the sectors and sub-sectors that form North Dublin’s economic
base (see Chapter 5) The raw data needed to identify the area’s key industries were
obtained form Forfas', as the Census of Industrial Production (CIP) could not provide
the level of sectoral and locational disaggregation required The data were extracted
fiom the Forfas Annual Employment Survey This ts a survey conducted at plant level
for all existing mdigenous and foreign manufacturing and services firms in heland
which ate either currently 1n receipt of development agency support/funding or have
at some stage of their corporate life been 1n receipt of such support Information
collected at the plant level includes employment, sector of production, nationality of

ownetship and detailed location of plant
452 The Data Set

The data sct compnises employment figuies with locational disaggregation by district
electoral division (DED) and sectoral disaggregation to four-digit NACE code
Provided 1n this data set was an indication of whether firms were indigenous or
foreign owned® Data were orgamised so that they could be viewed as either an
aggregate set for the whole of North Dublin or on an individual DED basis for the
yveais 1985, 1990, 1995, 2000 and 2001 These years were chosen so that the

evolution of industry n the region could be traced and so that an emerging cluster
could be 1dentified

453 Process of Scanning Data

The scanning process comprised a series of scans - a summary of which 1s provided

m Table 4 1 The data scans were as follows

'Toitas 1s the policy and advisoty board for ndustiial development 1n Ireland Under Forfas theie ate
two agencies one with iesponsibihty tor encomaging and managing foreign direct investment
{Industiial Development Authorty — IDA) and one with responsibility for supporting local firms
(Enterprise lreland — EI)

* Foreign owned plants as defined by Forfas are those 1n which S0 per cent or moze of the shaies aie
owned by foreign shareholders
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a Scan one

[t was decided that analysis should commence at the most aggregated level 1 e at two-
digit NACE code level to facilitate the identification of North Dublin’s key industries,
in broad and absolute terms Distinction between employment in indigenous and

forcign owned firms was made at this stage

b Scan two

Once Notth Dublin’s key industries were 1dentified employment levels in those
mdustries were compared to employment levels for the whole of Dublin and for the
nation, using location quotients This enabled us to 1dentify the industries in North
Dublin which were important in relative terms and which displayed a spatial

concentration telative to the whole of Dublin and to the nation

¢ Scan three
Growth 1n terms of employment 1n foreign owned firms, indigenous firms and both
firm types combined was then assessed Growth in the number of firms was also
tracked over the period 1985 to 2001 Growth mn the industries or sectors signalled
then importance

d Scan four
Disaggregation to four-digit NACE code was then performed Again, use of location

quotients enabled us to identify relative concentrations of sectors/sub-sectors within

Notth Dublin (See Chapter 5 for results)
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Table 4 1 Nature and Outcome of Data Scanning for North Dublin

Process of Scanning Data

Step 1

Scans Level of Nature of Scan Outcome
Analysis

Scan 1 2-digit Employment levels Industries which comprise North
NACE "eye balled” Dublin’s economic base 1dentified
code

Scan 2 2-digit Location quotients Identified spatially concentiated
NACE  calculated sectors relative to whole of Dublin
code and Nation

Scan 3 2-dagit Employment & firm Giowing and declining sectors
NACE growth and decline 1dentified
code examined over pertod Declining sectors ehminated from

1985 - 2001 further investigation

Scan 4 4-digit Location  quotients Identified spatially concentiated
NACE  calculated sub-sectors relative to whole of
code Dublin and Nation

454 List of Sectors

A Tist of sectors/sub-sectors based upon location quotient analysis was then compiled
This list was not deemed to be a hist of clusters but rather a list of spatially
concentrated sectors that displayed some cluster characteristics 1e a relative
concentration of activity, an adequate number of firms and a significant level of
growth In order for a sector to be placed on the list it needed to have a LQ above one
and to have employment spread across three or more firms The number of fitms 1s of
citical 1mmportance as concentrations of employment may be attributable to the
presence of a single large firm n a given region Morgenroth (2001) suggests that this
1ssuc arises 1 the new economic geography literature where measures used to identify
clusters 1ely solely on concentration of employment and do not consider the number
of fums mvolved To disregard the number of firms would be to disregard the
defimtion of clusters itself (see Section 2), which expressly refers to ‘geographic

concentrations of interconnected companies’ (Porter, 1998 p53)



455 Problem with Sector List — Acquisttion of Additional Data

Despite having compiled a list of key sectors and sub-sectors a problem was
cncountered 1n relation to firm 1dentification  Although Forfas data are provided at
entciprise level they do not, for reasons of confidentiality, disclose the name and
address of the firm We could not be sure therefore if the firms 1dentified in the scan
were m fact ‘key’ firms (Key firms are those which have an important role, or have
the potential to have an important role, 1n cluster formation ) We therefore needed to
devise a way in which firms could be identified and at the same time establish

whether or not they were hikely candidates for cluster activity

To oveicome this problem an up to date listing of client firms from both Enterprise
heland and IDA was acquired In Enterprise Ireland’s case the list comprised only
‘very active and active’ clients whereas the IDA list detailed all clients This enabled
us to identify the firm by name, their employment level, the sector to which they
belong and the development advisor’s name at the agency who advises them on a

regular basis

456 Refining Sector List

Following receipt of the agency lists a process began whereby key sectors (as
identified mm our scan of the local economy) were matched with key companies as
identified by the agency Where sectors did not contain key companies they were
tcmoved from the list and so a process of reduction was put in place Once complete,
we wele able to 1dentify both key sectois and key firms in North Dublin The list

detailed the sectors and firms that had, or had the potential for, cluster activity

457 Further Investigation Using Qualitative Sources

In order to give this data some meaning — in other words to detetmine whether

spatially concentrated sectors in North Dublin constitute clusters — we relied upon

? Citerpnise licland defines an active client as one that has one o1 more of the following attributes

Stiong connections to the agency, export otented progressive n terms ofploduct o1 process
mnovation
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qualitative sources, primaiily research nterviews Interviews were conducted to
gauge and evaluate the level of iterdependency and to assess the nature of
telationships among firms and between firms and non-firm institutions such as
industiy associations and development agencies A number of different types of

1escatch interviews were conducted These were as follows

1) Interviews with development advisors at development agencies’

2) Interviews with industry association representatives

3) Interviews with co-ordinators of network mmtiatives operating within North
Dublin

4) Interviews with firms

(See Appendix B for list of interviews conducted )
458 Usefulness of Interviews

Interviews can provide in-depth information as to why co-operation takes place or
does not take place among economic actors 1n sectors and industries Schmitz (2000)
found this to be the case in examining linkages among actors in clusters in South Asia
and Latin America The use of expert opinion can ‘yield rich contextual information
about the 1egion’s economy’ (Bergman & Feser, 1999) and for this reason we

consider the interviewimg of experts to be of great value
459 [Immnal Interview Format

Intcrviews at the early stage of research were conducted in a semi-structured manner
i e mtetviewees were provided with both a description of the research and a list of
topics for discussion (see Table 4 2 below) Arksey and Knight (1999) believe that
such mterviews are conducted with the express purpose of ©  generating a script for
subsequent more structured enquiries’ We concur with this view as data generated
fiom ow mitial set of mterviews determined a case study ’approach for the study of

inter-fitm dynamics within specific sectors

IDA lreland and Enterprise Ireland
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Tabled42  Topics for Discussion at Initial Set of Interviews with Development
Advisors
Topic for Details
Discussion

Tiends in Sector

Impoitance of

General trends as they pertain to Irish firms and to a specific
set of agency client firms located in North Dublin
Discussed 1 relation to the agency client firms — the aim of

Location which was to establish how embedded firms were in North
Dublin

Firm Profiles Discussion of how firms emerged (e g could they be classed
as spin-offs?) and any significant changes they may have gone
through The importance of the company on a
local/national/mternational scale was also established

Sourcing of Inputs  Location of transactions and the nature of transactions 1 e

and Selling of purely market o1 1n some way co-operative

Outputs

Networ ks The degree to which client firms participate in networks and
their perception of network involvement

Levels of Co- Among firms and between firms and supporting organisations

oper ation such as trade/industry assoctations

Opwmions Development advisors’ opinions as to whether a cluster has

developed or whether there 1s potential for development of
same

These mitial interviews wete recorded and then later transcribed From the data
obtained at initial interviews 1t became apparent that there was very little evidence of
intet-firm co-operation — the basis for successful clustering (as identified in Chapter
2) A number of the development advisors however described different modes of co-
opcration that triggered a set of research questions These research questions took the
form of “*how™ and/or “why” Yin (2003, p5) suggests that when questions take this
form the most appropniate tesearch strategy 1s the case study — especially if there 1s no
requitement for control of behavioural events and the focus i1s on contemporary
occuriences In contrast to the modes of co-operation in the print and fish processing
scctors that were dicated at mitial interviews two development advisors n the
bakery sector described rivalrous behaviour among their client firms The conditions
described by these advisors raised another set of questions, again in the form of

“how” and “why” and so the decision to conduct a third case study was made
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406 Why Case Studies”

Yin (2003, p6) notes that when we ask how or why questions we are less concerned
with fiequencies or incidence and more concerned with ‘operational links needing to
be traced over time’ ‘A case study 1s an empirical inquiry that investigates a
contempotaly phenomenon within 1ts real-life context, especially when the boundaries
between phenomenon and context are not clearly evident’ (Yin, 2003, p13) The case
study approach 1s therefore the most appropriate research strategy where ‘contextual

conditions’ are to be exploied and those conditions ate pertinent to the phenomenon

of study (Ym, 2003 p13)

47  Case Study Design

Yin (2003 p21) suggests that there are five components of a research design that are
espccially important a study’s questions, 1ts propositions, its units of analysis, the
logic hnking the data to the propositions, and the criteria for interpreting the findings
In formulating a research design for each of the three case studies these components

wete incorporated

Table 4 3 below shows the research questions for each of the three case studies Yin
(2003 p22) suggests however that something moie than research questions are
requued — ‘only if you are forced to state some propositions will you move mn the
nght direction” Propositions are an important starting point as they tell the

imvestigator where to look for relevant evidence
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Table 4 3 Research Questions for Case Studies

Question Research Questions

Form
Case Study 1 How/ How did a supplier and buyer form a co-
Fish Processig Sector  Why? operative partnership with one another?
How has the buyer firm influenced change
within the supplier firm? (Can the buyer be
classed as a leader firm?)
How and why do co-located competitors co-
opetate with one another?
Case Study 2 How/ How did five competing firms collaborate to
Printing Sector Why? form a consortium?
How has a shared location contributed to the
development and operation of the consortium?
Case Study 3 How/ Why do firms predominantly operate on a stand-
Bakery Sector Why? alone basis?

Why has co-operation failed to take place?

Table 4 4 Case Study Propositions

Some Propositions

Case Study 1
[ish Pirocessing Sector

Case Study 2
Printing Sectoi

Case Study 3
Bahery Sector

Co-operative partnership 1s driven by leader firm strategy
Co-operation among co-located competitors 1s attributable
to historic and traditional exchanges 1 e “rules of the game”
and norms of conducting business

Market conditions and general industry characteristics are
driving factors 1n the formation of the consortium

Trust and mter-personal relationships rather than shared
location contributed to development of consortium

Intense mter-firm nivalry and distrust have caused firms to
act on stand-alone basis and prevented co-operation from
taking place 1 e “rules of game” specific to bakery sector

471 Unit of Analysis

'or each of the case studies an embedded single case design was formulated Single

casc studies are appropriate ‘where the case 1epresents a critical test of theory, where

the case 1s a rare or unique event or wherc the case serves a revelatory purpose’ (Yin,
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2003 p44) All three case studies have a revelatory quality in that they are
contiibuting to new knowledge of real-world industrial activity and iter-firm
dynamics An embedded single case design was favoured over a holistic one as 1t
allows foi analysis of more than one unit — 1t can incorporate a number of subunits
that enable a more complex or embedded design to be used These subunits can often
add significant opportunities for extensive analysis, enhancing the mnsights mto the
single case (Ym, 2003 p44) Table 4 5 shows the units and subunits of analysis for

cach of the case studies

Table 4 5 Units and Subunits of Analysis

Units and Subunits of Analysis

Case Study 1 Fish processing sector in North Dublin, relationship

Iish Processing Sector  between suppliet (Oceanpath) and buyer (Supetquinn),
relationship between co-located competitors, role of
supporting organisations

Case Study 2 Printing sector in North Dubhin, relationship between five
Printing Sector print firms, industry characteristics, market conditions, tole
of supporting otganisations, role of location

Case Study 3 Bakery sector in North Dublin, the origins of rivalry and

Bakery Sector distrust, four bakery firms experiences, industty
characteristics, role of supporting organisations, tole of
history and tradition

472 Lnking Data to Proposttions and Critera for Interpreting Findings

A process of pattern matching was employed i each of the case studies n order to
link data to the propositions Pattern matching 1s described as a process whereby
‘several pieces of mformation from the same case may be related to some theoietical
proposition’ (Y, 2003 p26, 116) Theoretical propositions were derived from the
literature (as per Chapter 2) The logic of pattern matching 1s such that a comparison
1s made between an empirically based pattern and a predicted one ‘If the patterns
comcide, the results help a case study to strengthen its tnternal validity’ (Yin, 2003
pl16) The criteria upon which a study’s findings are interpreted are problematic

Howevet, through the use of pattern matching 1f ‘different patterns are sufficiently
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contiasting the findings can be interpteted 1 terms of comparing at least two rival

propositions’ (Yin, 2003 p27)

48 Data Collection

Once the case study design had been completed preparations were made for data
collection Foir each case study individuals wete 1dentified within fiims and
organisatrons that could best provide data Contact with these individuals had either
alieady been made during the imitial interview stage or was facilitated by development
advisors within Enterprise Ireland Each interviewee was given a brief description of
the 1cseaich and was sent in advance of a face-to face meeting, a set of interview
questions These interview questions were formulated using the literature as a basis

for inquuy (see Appendix C for sets of interview questions)

Interviews are one of the most important sources of case study information as they
facilitate the understanding of phenomena and causal processes Face-to-face
imtcrviewig of individuals allows questions to be more open and affords the
inteiviewee an opportunity to elaborate Personal contact ‘maximises tiust and co-
operation between the terviewer and the interviewee’ (Dooley, 2001 p122) It also
decieases 1efusals and pernuts questionming on more mtimate topics (Dooley, 2001

pi22)

Although nterviews have their strengths as a source of evidence in that they are
tugeted and msightful (Y, 2003 p86) they have their weaknesses too Yin (2003
p86) suggests that they can be subject to bias — from poorly constructed questions or
tesponsc bias There can also be maccuiacies due to poor recall To overcome this
particular ptoblem each interview was 1ecorded and later transcribed In addition to
this, handwuitten notes were taken during each interview — in case of recording

farlure

Other souices of evidence used in the case studies were documentation and direct
observation According to Yin (2003 p86) the stiengths of documentation as a source
of evidence are 1ts stability ~ in other woids 1t can be reviewed repeatedly, 1ts

unobtiusiveness 1 € 1t 1s not created as a 1esult of the case study, and 1ts precision and
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the possibility of broad coverage 1 € a long span of time Direct observations were
made possible during wvisits to the firms and surrounding locations m order to
intcrview individuals Direct observations are useful in that the investigator 1s given
thc opportunity to observe m ieal time events and contexts (Yin, 2003 p86) In the
fish processing case study competitors’ premises could be viewed and comparisons
made between them and the firm at the centre of the case study — noting their general

condition and the surrounding environment within which they operate

481 Triangulation of Data Sources

Data tniangulation encourages ‘the collection of information from multiple sources
with thc aim of corroborating the same fact or phenomenon’ (Y, 2003 p99) This
process was adhered to 1n all three case studies Evidence gathered was not considered
to be fact until 1t converged or was compatible with evidence from other sources Data
tiangulation can address the potential problems of construct vahidity because
‘multiple sources of evidence essentially provide multiple measures of the same

phenomenon’ (Yin, 2033 p99)

49 Data Analysis

Data analysis 1s one of the least developed components of the case study approach
Onc of the most desirable analytic techniques however, 1s that of pattern matching As
outhned 1n Section 4 7 2 pattern matching compares an empirically based pattern with
a picdicted one or indeed with several alternative predictions (Y, 2003 pl16)
Although we stated propositions (see Table 4 4), the case studies were largely
exploiatory m nature and therefore data was not only linked to these propositions but

also to the theoties outlined in Chapter 2

In compating the empirical data to more than one theory a much moie potent analysis
could be performed For example a rival theory to the presence of the clustering 1s the
abscnce of clustering In case studies however the best rnval theory 1s not one that
sunply discounts the target theory Rival theories were therefore developed These
theottes acknowledge that firms may act as stand alone entities, that clustering (in the

dynamic sense that involves some kind of inter-firm co-operation) is dependent on a
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number of different variables such as industry and market characteristics, histoiic
cvents, notms and conventions of business These rival theories probe much deeper

than onc which simply discounts the target theory entirely

410 Valhdity and Rehabihty

Both the social and physical sciences depend on measuring things that are hard to see
(Dooley, 2001 p74) There 1s therefore a threat of mismeasurement To judge the
quahty of measuies two dimensions have been suggested rehabihity and vahdity
Rehabihity ‘refers to the degree to which observed scores are free from errors of
measwiement” while validity tefers to the appropriateness, meaningfulness and
uscfulness of the specific inferences made from the measures’ (Dooley, 2001 p76)
For case study research Yin (2003 p34) outhines four relevant tests construct
validity, internal vahdity, external vahdity and reliability We elaborate on each

below

4101 Construct Validity

Constiuct vahdity refers to the establishment of correct operational measures for the
concepts bemg studied To meet the test of construct validity the researcher should
spccify the subject of study and concepts The researcher 1s then required to

demonstiate that the measures selected reflect the specific concepts (Yin, 2003 p35)

For each of the case studies the subject was relatively straightforward and therefore
constiuct validity was easily attained Reliance on existing literature for measures of

co-opelation, collaboration, dependency, trust and distrust assisted 1n this process

Yin suggests that there are some tactics that can be applied to increase construct
validity These include the use of multiple sources of evidence and the establishment
of a chamn of evidence As indicated in Section 4 § 1 multiple sources of evidence
were used to triangulate data In addition to this a chain of evidence was established
that comptised a number of sections moving from the general research questions at

the outset to systematic addressing of various elements of each of the cases
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410 2 Internal Valdty

Internal validity refers to identification of a causal relationship, whereby certain
conditions are shown to lead to other conditions, as distinguished from spurious
telationships (Yin, 2003 p34) In identifying a causal relationship an investigator may
conclude that such a relationship exists between x and y The thréat to internal vahdity
cmetrges when this conclusion 1s reached without having regard to some third factor
that may have actually caused y More broadly, the problem associated with case
study 1esearch 1s this context 1s cause-and-effect inferences Yin (2003 p36) suggests
that to overcome this problem some relevant questions ought to be posed ¢ g 1s this

inference coriect? Is the evidence convergent? Does 1t appear to be airtight?

Thiough a process of triangulation 1t was possible to identify the facts As each
mterview was conducted more mformation was acquired This information was then

exposed as correct or mcorrect though the triangulation process
4 102 External Validuty

External validity 1s concemned with establishing the domamn to which a study’s
indings can be generalised While surveys 1ely on statistical generahisation case
studies 1ely on analytical generalisation ‘In analytical generalisation the mvestigator
1s striving to generahize a particular set of results to some broader theory’ Yin, 2003
p37) The domain to which the three case studies herein can be generalised 1s theories
of local economic development and localised inter-firm dynamics including co-
operation Generalisation 1s not automatic however — a theory should be tested by

teplicatmg the findings 1n a second or thud local area
4 10 3 Rehabiluy

Reliability 1s concerned with whether or not case study procedures, if repeated, would
produce the same results The goal of reliability 1s to mimimise errors and biases in a
study Moreover, reliability allows for the case study to be replicated in a different

setting
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Rehability of the three case studies herein was facilitated by the rehance on
interviews using structured questionnaires, which made the data-collection process
transpatent In addition to this, reliability was supported by the development of a case
study database, as suggested by Yin (2003) Consequently, all interview tapes weie

kept and filed Interview transcripts and notes were also filed

411 Summary

In searching for cluster activity our appioach has comprised a number of different
stages Initially a top-down approach using data reduction techniques - specifically
location quotients — facilitated the 1dentification of spatially concentrated sectors This
quantitative evidence formed the basis for further qualitative inquiries A series of
intciviews weie then conducted with experts (1 e agency development advisors) from
a number of different sectors These semi-sttuctured interviews revealed that co-
operation among firms was largely absent but that in two sectors there appeared to be
evidence of collaboration In contrast to this, firms in one sector displayed largely

divergent characteristics, namely nvalry and distrust

A sct of 1esearch questions, in the form of how and why, led to imtiation of a case
study strategy An embedded single case design was formulated for each of the three
casc studies This facilitated analysis of more than one umt and allowed for moie
complex evaluation Sources of evidence used n the data collection process were
inteiviews, documentation and direct observation Through the use of multiple
sources of evidence 1t was possible to triangulate the data thereby addressing any

problems of construct vahidity

A process of pattern matching was employed to analyse the data This mnvoived
comparing empirical data to both the target and rival theories To avoid the threat of
mrismeasutement four tests were performed that addressed construct validity, internal

validity, external validity and reliability
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Chapter S. Industrial Profile of North Dublin

51 Introduction

This chapter outlines the absolute and relative importance of North Dublin’s industrial
sectors through the use of employment data (see Section 4 6 2 m Chapter 4 for details
of data set) The purpose of this exercise 1s to 1dentify the industries that form North
Dublin’s economic base As indicated in Chapter 4, analysis through the use of
location quotients does not necessarily indicate cluster activity, however, i1t does
provide us with evidence of sectoral concentration within the boundaries of the study
atea This 1s a significant starting point in the cluster 1dentification process Further
cxplotation of these sectors through the use of expert opinion (1 ¢ obtained through
intetviews) confirms or discounts the notion of clusters within the local economy and

leads to greater in-depth analysis n the form of case studies
52 North Dublin’s Industry

Ou analysis begins with an examination of employment data at 1ts most aggiegated
level, both spatially and sectorally 1e at two-digit NACE code and for all of the 135
distiict clectoral divisions (DEDs) that North Dublin encompasses (See Appendix A
for the list of DEDs) This highlights the absolute importance of North Dublin’s
industiial sectors and, through segregation of ownership, the absolute importance of

mmdigenous and foreign owned firms operating within the local economy

We see ftom Table 5 1 that the Paper Print and Publishing sector appears to be the
mosl important in terms of indigenous employment with Other Internationally Traded
Scivices, Food, Drink and Tobacco, Financial Services, Electrical and Optical
Equipment and Other Manufacturing n e ¢ comprnsing the other principal sectors We
very cleatly see the predomnance of the services sectors 1e both Internationally
Traded Services and Financial Services over manufacturing in indigenous industiy
within North Dublin Thus 1s indicative of trends at national level wheie 65 pei cent of

the total workforce are employed 1n the services sector (IDA, 2004)
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Table 51 Full-time Indigenous Employment and Number of Firms by Sector in
North Dublin, 2001
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Table 5 2 Full-time Employment and Number of Foreign Owned Firms by Sector 1n
Notth Dublin, 2001
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Table 52 shows that the mmportance of the services sectors to the North Dublin
economy ate agam reflected i the high employment figures 1n both Other
Inteinationally Traded Services and Financial Services mn foreign owned firms
Employment in foreign owned manufacturing firms i1s most significant in thc Food,

Dnink and Tobacco and Electrical and Optical Equipment sectors which rank third and
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fourth 1in terms of absolute importance Among the important differences between
forcign owned and indigenous firms 1n tetms of sector significance are, first that while
the Chemicals, and Transport Equipment sectors are in the top rankings in terms of
pcicentage of employment in foreign owned firms at 9 and 7 per cent respectively,
they are less significant in indigenous employment, each accounting for only 1 3 per
cent  Second, while Paper, Printing and Pubhishing 1s at the lower end (2 6 per cent of
employment) among sectors in foreign owned firms, 1t 1s at the top (21 per cent)

among sectors 1n indigenous firms 1n North Dublin

It 1s intetesting to note, f we sum the totals in the two tables, that employment
foreign owned firms 1s greater than that in indigenous firms with the former
tepresenting 63 per cent of total North Dublin employment and the latter representing
37 per cent This may be significant 1n terms of the type and extent of linkage which
can be cireated within the locality It can imply that linkages and therefore clusters are
not enticly localised entities and that an extension beyond the local scale to the
1regional, national and even international territorial scales 1s entirely possible through

the piesence of a significant number of MNEs within a local place

Table 5 3 shows the overall industnal profile of North Dublin where employment n
foicign owned firms and indigenous firms 1s combined The strength of the financial
setvices sector 1s not surprising given the fact that the International Financial Services
Centie 1s located within the docklands of North Dublin The Other Internationally
Tiaded Seirvices sector encompasses a number of different business areas which
include, among others, software, consultancy, shared services and call centre
opctations Strength in the Other Internationally Traded Services sector seems to stem
fiom the presence of overseas companies operating 1n these areas According to IDA
figuies for 2002 North Dublin accommodates 22 per cent of IDA supported software
companies, 33 per cent of shared services companies and 32 per cent of call centre
companies operating 1n Ireland (Jones, Interview, 2003) Companies like IBM, Xerox
and Heitz have been 1dentified as some of North Dublin’s most important companies

within these sub-sectors (Agnew, Interview, 2003)
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Table 5 3 Indigenous and Foreign Owned Firms Combined, Full-time Employment
and Number of Firms by Sector in North Dubhn, 2001
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521 Fuwrm Size in North Dublin

Returning to the first two tables (5 1 and 5 2) we see that there are less foreign owned
fitms than ndigenous firms and yet employment mn foreign firms far exceeds
indigenous employment, foreign owned firms tend to be larger than their Irish
countcipatts This 1s reflected in the wider national economy where ‘foreign firms
acioss all sectors tend to be substantially larger than indigenous firms’ (Bairy et al,
1999) Table 54 indicates by sector the average number employed n indigenous
[ms and foreign owned firms Indigenous firms in each sector tend to be small or
micro sized enterprises while foreign firms tend to be medium to large enterprises
There 1s a very significant difference in the Food Drink and Tobacco Sector wheie the
average number employed 1n a foreign firm 1s 14 times that of the average employed
in an indigenous firm North Dublin accommodates some of the big employers in
consumei foods like Tayto and Cadbury and this may help to explaimn the high average

employed 1n foreign owned firms

97



Table 54 Average Firm Size m North Dublin 1n 2001
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Fium size has been noted because of its significance to the growth and development of
clusters Small to medium sized enterprises (SMEs) have been highhighted in the
Itahan industrial districts as having the greatest potential for employment growth and
have the capability of achieving greater efficiencies and more flexibility than larger
enterpnises (Sengenberger & Pyke, 1992 p7) Firm size 1s relevant not just to the
ltahan mdustnal districts but also to regional development in Ireland Morgenroth and
O’Malley (2002) suggest a link between SMEs and regional growth and development
as smaller firms when examined over a period of time contributed more to
employment growth than larger firms It should be noted, though, that Itahan
experience 1s not necessarily the same as Ireland’s, and that experience 1n a particular
peniod 1in Treland will not necessarily be the same, 1n relation to growth of SMEs, as 1n

othet perods

' Micio firm employs less than 10 people, Small fitm employs between 10 and 49, Medium firm
employs between 30 and 249, Large firm employs 250 people and above
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53 Indigenous Employment - Growth and Decline

The above outlines the sectors that are currently important to North Dublin However,
to gain a greater understanding of how these sectors may be performing in terms of
employment growth or decline, we need to analyse the changes that have occuried
over the past number of years Figure 51 displays the changes in indigenous
cmployment for each of the industrial sectois with the exception of Agriculture,
Hunting and Forestry, and Mining and Quarrying These sectors have been omitted
because of the small number of firms and the low levels of employment The tiends
very quickly emerge with the aid of visual representation We see that both Other
Internationally Traded Services and Financial Services have been growing steadily
since 1985 and have n the eleven-year period between 1990 and 2001 experienced
giowth 1n employment of 280 per cent and 726 per cent respectively The Food, Drink
and Tobacco Sector which we have highlighted as being important to North Dublin
was 1n fact of far greater importance in 1985 when 1t employed almost double what 1t
employs today Paper, Printing and Publishing, on the other hand, has been since

1990, and 1emains, the top employing sector among indigenous firms

Despite the overall decline between 1985 and 2001, continued growth has been
cxperienced since 1995 which would suggest a recovery for indigenous firm sectors
It 1s nteresting to note that the more traditional sectors hike Clothing and Footwear
and Textiles have experienced a steady decline since 1985 with more ‘new economy’
sectots like Electrical and Optical Equipment experiencing steady growth since 1990
Out concern with the gtowth and decline of employment 1s linked to the potential for
cluster development Sectors that experience, not just a growth i the employment but
also giowth 1n number of firms, are moie prone to cluster formation We turn now,

thereforc, to the nise and fall in firm numbers
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Figure 51 Changes in Indigenous Employment 1985-2001

Changes Iin Indigenous Employment in North Dublin
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Figure 5 2 Changes in Number of Indigenous Firms in North Dublin 1985-2001
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S3 1 Numbers of Indigenous Firms

Sectois that have experienced growth i employment seem to have experienced
growth n the number of firms Take for instance the Food Drink and Tobacco sector -
employment 1n this sector has been on the increase since 1995 and we see from figure
5 2 that this has been accompanied by a rnise in the number of firms Confirming the
dechine of the more traditional sectors, Textiles and Clothing and Footwear, 1s the
sharp decline 1n these sectors’ firm numbers The number of indigenous Textile firms
has fallen fiom 33 1n 1985 to 20 1n 2001 while the number of indigenous Clothing and
Footwear firms has fallen from 76 n 1985 to 27 in 2001 These signify an overall

sectoral decline mn North Dublin

It 1s interesting to note that the employment growth experienced in Paper Print and
Publishing has not been accompanied by a growth in firm numbers This may be due
to a dechne of specific sub-sectors within the sector itself, and/or to an increase 1n
cmployment in some of the firms An increase 1n the size of firms is certamly the
explanation for the more than doubling of employment n the Electrical and Optical

Equipment sector since 1990, with a more or less stable number of firms

Both the Other Internationally Traded Services and Financial Services sectors have
expenienced growth 1 number of firms overall since 1985 although Financial
Services did experience a slight drop between 2000 and 2001 The growth in firm

numbers 1e-atfirms the importance of these sectois to the local economy

532 Employment in Foreign Firms - Growth and Decline

Tiends in employment 1n foreign owned firms are to a certain extent similar to those
experienced 1n indigenous firms although on a greater scale The growth of Othel
Internationally Traded Services and Financial Services can be attributed to IDA
policy which has endeavoured to attract overseas firms within these sectors into
lieland over the past ten to 15 years Growth 1s expected to continue as IDA continues
to actively pursue a policy of maintaining and attracting these types of companies into

the mid-east region
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Despite the considerable growth experienced m some sectors there has been a sharp
decline in employment in foreign owned Electrical and Optical Equipment firms
between the years 2000 and 2001 This, we believe, 1s due to significant closures that
occuned in the electronics sector in North County Dubhin 1 e the closure of firms
such as Amdahl, Motorola, and Gateway The ability of North Dublin to sustan
cuttent employment levels mn this sector 1s seriously jeopardised by the lure of low-
wage Eastern European locations such as Hungary and the Czech Republic® An
examination therefore of the pattern of development n indigenous sectors (as
presented 1n the three case studies, chapteis 7 to 9) 1s made all the more pertinent in
this context
Figure 53  Changes in Employment i Foreign Owned Firms m North Dublin
1985-2001

Changes in Employment in Foreign Owned Firms in
North Dublin 1985-2001
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* On the shift of elements of the computer industty fiom Ireland and Scotland to Eastern Eulope see
Van Egaiaat and Jacobson (2004)
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Employment in foreign owned firms has been maintained at quite significant levels
ovel the 10-year period between 1985 and 2001 The importance therefore of inward
forergn direct investment (FDI) to the local economy of North Dublin cannot be

ovetstated FDI 1s even more significant in North Dublin than at the national level

533 Numbers of Foreign Owned Firms

As mdicated above there are less foreign owned firms in North Dublin than
mndigenous firms with the exception of the Financial Services sector where there are
IS times more foreign than indigenous firms As we have previously indicated this 1s
attitbutable to the presence of the IFSC within North Dublin Figure 5 4 shows the
changes 1n foreign owned firms for all sectors except the Financial Services and Other
Inteinationally Traded Services sectors that are displayed in Figure 55 The overall
ttend for sectors displayed in Figure 54 1s one of decline Firm numbers are
decieasing These are not the types of trends we would envisage in a growing cluster
Having said that, the declining numbers of firms may be consistent with the growth of
individual firms and/or of numbers of firms in specific sub-sectors within these

sectois, and therefore with sub-sector clustering
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Figurte 54  Changes in Number of Foreign Owned Firms 1n North Dublin 1985-
2001
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Figure S5  Changes in the Number of Foreign Firms in Financial Services and
Internationally Traded Services 1985-2001
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5S4 First Scan of Local Economy

The above gives an mitial indication of North Dublin’s economic base As it
icpiesents the most aggregated level of analysis 1t sumply highhights the nature of
cmployment within the local economy and the strength of broad industrial sectors
within the confines of a pre-defined geogtaphical space While useful, the data tells us
very httle about specific sub-sectors and even less about how concentrated these
scctors actually are Fundamental to the cluster concept 1s the depth of geographical
concentiation of firms in simular or related industries or sectors (Rosenfeld, 1995
p 5) s therefore apparent that more disaggregated analysis 1s required, analysis that
takes into account not only the absolute importance of industrial sectors to the local
economy but also their relative importance 1n the national economy This will enable

us to highlight any relative and therefore significant sectoral concentrations

In moving from a preliminary scan of the local economy to a more detailed one we
can bear 1n mind the sectors we have highlighted as being important to North Dublin
To summarise, important sectors ate those that have made a sustained contribution to
employment over a period of time or where significant growth in jobs has been
expenenced This also icludes sectors where a significant number of firms have been
maintamned m the locality or where growth in the number of firms warrants our
attention These sectors are as follows Food, Drink and Tobacco, Other
Intcinationally Traded Services, Financial Services, Paper, Print and Publishing and

Electrical and Optical Equipment

541 Concentrations of Sectors

Befoie we proceed to the second, more detailed scan of the local economy we need to
put Noith Dublin’s sectoral profile in context Although still at the most aggregated
level of analysis there 1s a distinct need to display the relative importance of sectors
and the extent to which they represent spatial concentrations in North Dublin
Thiough use of location quotients we can indicate the measure of spatial
concentration based upon employment data thereby enabling us to lmghlight the
scctors that have potential for cluster activity Both the location quotient and the

number of firms in each sector act as our indicators of spatial concentration Tables

105



55 to 57 display only those sectors which have three or more firms and a location
quotient (LQ) above one Agamn, the distinction has been made between indigenous

and foreign owned industry

Table 55 Indigenous Sectors with High Concentrations as Measured by the Location
Quotient 1n North Dublin
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Table 56 Foreign Owned Sectors with High Concentrations as Measuied by the
Location Quotient in North Dublin
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Table 57 Sectors (Foreign and Indigenous Firms combined) with High
Concentrations as Measured by the Location Quotient in North Dublin
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We see from these tables that there are just a small number of sectors which display a
spatial concentration m North Dublin® We are not surprised by the significant

concentiation in the Financial Services and Other Internationally Traded Services
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sectors because of the IFSC and because of the fact that service companies are
attracted to urban agglomerations where they can avail of large pools of skilled
laboui Surprisingly, the Food, Drink and Tobacco sector which we highhghted as
bemng important to North Dublin does not represent a spatial concentration and the
Clothing, Footwear and Leather sector which we highlighted as a sector in decline
does constitute a spatial concentration We are somewhat sceptical that this dechning
sectot can be part of a cluster because both employment and firm numbers have been
falling simce 1985 However, 1t 1s possible that sub-sectors within this sector are

giowing lt 1s also possible that the sector 1s a cluster 1n decline

55 Second Scan of Local Economy

The above, while useful, provides too general a picture of sectoral concentration
Noith Dublin It may be that a sector n 1ts entirety does not display a significant
concentration but one or even a number of 1ts sub-sectors may display a considerable
concentration For this reason, 1t 1s essential to look further and deeper at scctoral
cmployment To do this, analysis at four digit-NACE code level needs to be
pciformed Agam, we have regard to the number of firms and the location quotient

calculated

551 Sub-Sectoral Spatial Concentrations mm North Dublin

A location quotient was calculated for all of North Dublin’s sub-sectors and not just
for those sectors that displayed a spatial concentration at two-digit NACE code level
Analysis was conducted n this way so as not to limit or apply any unnecessary
constiaints to the scan of the local economy Some cluster studies are conducted in a
mannet that results in certain sectors being largely 1gnored or omitted because of the
particutar motives and policy interests that drive the nature of inquiries These tend to
bc based on ‘political concerns or pre-determined policy options rather than
established theoretical models’ (Bergman and Feser, 1999) Tables 5 8 to 5 10 below
display all sub-sectors that have three or more firms and a location quotient above
onc Again distinction has been made between employment 1n indigenous and foreign

owned firms
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Out decision to scan all sub-sectors and not just those that displayed concentration at
the two-digit NACE level proved worthwhile Our first scan of the indigenous Food,
Dunk and Tobacco sector suggested that 1t was not in any way concentrated in North
Dublin However, as can be seen from Table 5 8, five (out of nine) of the sub-sectors

in Food, Drink and Tobacco display considerable concentrations in North Dubiin

These 1esults should however, be treated with some caution, as the overall importance
of the sectors 1n absolute terms needs to be taken into account In other words we
should have regard to the sector’s share of total regional or local employment The
Non-Metallic Mineral Products sector for example displays a spatial concentration 1n
Noith Dublin although employment in the sector only accounts for 2 9 per cent of the
area’s total employment The scale of activity may be an important consideration as
theic needs to be both sufficient employment and number of firms present in a locality
n order for there to be potential or scope for cluster activity The same can be said of
the indigenous Textiles and Clothing and Footwear sectors as these account for only
1 1 per cent and 2 8 per cent respectively of North Dublin employment and are ranked

15™ and 10" i order of importance to the local economy (in employment terms)

The 1elatively small contribution that these sectors make to indigenous employment 1s
not a sufficient reason to discount their spatial concentration but 1t 1s when coupled
with the fact that these sectors have been n decline since 1985 We therefore need to
have 1egard not only to the overall importance (rank) and contribution to total
1regional employment but also to the patterns of growth or decline experienced over a
period of time With these factors in mind we can begin to highlight the sectors which

may, pending further investigation, be classified as clusters

We begin this process by examining the indigenous sub-sectors displayed in Table
58 The Food, Drink and Tobacco sector has the potential for cluster activity and 1s
woithy of further investigation for a number of reasons The first 1s that a number of
1ts sub-sectois represent spatial concentrations in North Dublin, the second 1s that the
sector appears to have been growing (in terms of employment see Table 5 1) since
1995 and third, firm numbers appear also to have been growing since 1985 (see Table
52) The fourth and final reason relates to the fact that the sector is ranked third in

absolute importance and accounts for 14 8 per cent of total indigenous North Dublin
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employment We have already outlined above the reasons why the Textiles, Clothing

and Footwear and Non-Metallic Mineral Product sectors are unlikely candidates for

clustcr activity
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Table 5 8 Indigenous Sub-sectors with High Concentrations as Measured by the
Location Quotient in North Dublin

NACE Description, |« , - Lo oot Location®  ‘Number
Code o ' : I S Quotient _ of Firins
Food Drink and Tobacco< : IR e N
1500 Manufactw€ of food pr oducts and beverages Iem o, 105 7
1520 Processing and preservmg, 1 of, fish and fish: products LoE 150 co12,
1561 Manufacture of giamn mll products ! 225 5
1581 Manufacture of biead, manufactare of fresh pastry goods and 133 9
cakes :
1589 Manufacture of other food productsne ¢ 15
nog ¢ 5 :; .
Textiles ' - i
1772 Manufactureiof kutted,a arrd*cr cheted pullover carg .S
and similar artlcles’ Wl Tyt
Clothing and Footwear . « | c \3 Low oy
1820 Manufacture of other wearmgrapparel & accessorres - 129 14
1822 Manufacturerof other outerwear j PR 163 4
1824 Manufacture of other 1 wearmg apparel & accessortes%n e b 110 4
; T f‘ - )
Non-Metallic MineraliProducts- S T e
2640 Manufacturerot brrcks tiles and fconstrucgonnn bal\edrclang .0t 143 4
2661 Manufacture, of concrete products for construction g purposes el 26 7.
.;.\:k’ i ‘,}gtr& Mtw ézrg};'ﬁ{r 2 ool &FQE%;W\%K@H%%!H’P‘ »z” ' M
¥y 0 & f N i“u ¥oos
Paper Prmtvand Publlshmg - . .
2112 Manufactureiot papenand paperboard : %,3 > Kf,rg ti W' 228 T
2121 Manufacture:of corrugated paper and paperboard and ' - 346 7
contamers of paperboard . - 0
2123 Manufacture‘of paper stationety Rt 503 6
2222 Printmgnec S . ST 308 34
2224 Composittonsand plate making ; Cooowm o rt 677 3
2225 Other activities related to printing - 396 4
Chemcals .
2430 Manufacture ot pamts varnishes _ . 311 4
. ré«»‘;** ' r:*:‘&\\ b ! ] '
Rubber andl’lastrc Products < - ;
2524 Manufacture of other plfstrc products o . & 112 15
Y ,?i& by . H;‘ o &3{; 2
Elcetrical and Optical Equipment f‘;
3002 Manufacture of computeis & other 1nfornmtronrprocessmg 6
equipment +° K
3110 Manufacture of electric motor.generators and transforrners 3
3162 Manufactuie of other'electrical equipment - 3
Transport Equipment - 5 1 .
3530 Manufacture of arrcraft and spaceciaft ¥ -7 826 3
Financial Servrces s w - et 587 41
Other Internanonally; Traded Services* o 5104 146

Sowmee Calculations based on Foifas Unpublished Employment Data 2001

*Unablc 1o obtain gieater disaggregation for Financial Services and nternationaily Traded Services
Scetois
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Fhe Paper Prmt and Publishing sector 1s ranked first in absolute importance and
accounts for 21 3 per cent of total indigenous North Dublin employment Its sub-
scctors display very high concentrations although both the number of firms and
employment 1 those firms fell between 2000 and 2001 Despite this shght sectoral
downturn the overall rank and the high levels of concentration in North Dublin

suggest that 1t 1s a sector with existing — or great potential for — cluster formation

The 1cmaining sectors and sub-sectors displayed in Table 5 8 Chemuicals, Rubber and
Plastic Products, Electrical and Optical Equipment, Transport Equipment, Financial
Services and Other Internationally Traded Services all display varying degrees of
spatial concentration i North Dublin The scale of employment in the Chemicals and
Rubber and Plastic Products sectors (see Table 5 1) suggest that other sectors like
Financial Services and Other Internationally Traded Services (which collectively
account for 30 4 per cent of total indigenous North Dublin employment) should, fot
1easons of scale, take prionty in terms of further investigation The transport
Equipment sector, although ranked 14" in terms of importance to indrgenous
cmployment does display quite a significant spatial concentration in North Dublin and
when combined with employment 1n foreign owned firms the overall rank moves

fiom 14" to 7" We suggest that such a concentration should not be 1gnored

[t may seem surprising that Financial Services and Other Internationally Traded
Services are the only two sectors 1n foreign owned industry to display a spatial
concentiation within North Dublin given the fact that other sectors have been
highhghted at the two-digit NACE code level However, the reason for lack of
sectoral and spatial concentrations pertains to the low number of firms in each sub-
scctor and not to low levels of location quotient A number of the sub-sectors could
not be classed as spatial concentrations simply because employment was concentrated
m just one o1 two firms which gives little scope for firm interaction and thus httle

scope for cluster formation
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Table 59 Foreign Owned Sub-sectors with High Concentrations as Measured by the
Location Quotlent in North Dublin

Source Cal(,ulanom based on Fozfas Unpublm/wd Emplownent Data 200!

Table 5 10 displays all of North Dublin’s spatial concentrations (when ndigenous
employment and employment n foreign owned firms are combined) For the purposes
of cluster 1dentification however, we have used tables 5 8 and 5 9 so as to differentiate

between indigenous and foreign owned industry

Table 510 Sub-Sectors (Indigenous and Foreign Owned) with High Concentrations
as Measuted by the Location Quotient in North Dublin
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Transport Equgpment;§ b
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=T
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3630 Manuf At é‘ibﬁ?rpff“glca_l 1ns§r§1§§ﬁts 3
* i
Finangal S\gr;ylc;pgs\s 1IN 260
lnternatlonallera cdiServices 197

Sowce Calculahons based on Forfas Unpubhished Employmem Data 2001
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56 Location of Spatial Concentrations within North Dublin

We are awaie that ‘industrial clusters may manifest themselves at different spatial
scales’ (Bergman and Feser, 1999) 1e at internattonal, national, regional and local
tetntonal levels North Dublin can be classed as a local area and as such firms located
within Notth Dublin are geographically proximate to one another However, there are
specific distticts within North Dublin whete similar or related firms concentrate then

activity, the TFSC m Dubhn’s north docklands being the most obvious example

Other obvious concentrations include firms in Paper Print and Publishing which are
concentrated i Glasnevin, Finglas and Swords, firms in Other Internationally Traded
Services which are concentrated in Blanchardstown, Eastpoint and the city centre, and

firms 1n Fish Processing and Production which are concentrated in Howth

57 The Next Step

Despite having identified a considerable number of spatially concentrated sub-sectors
1t was not feasible to perform quahtative investigations on all of them As indicated n
Chapter 4 we were able to reduce the number of sub-sectors worthy of investigation
by matching our concentrated sectors with what the development agencies considered
then key o1 very active client firms From the information gathered during the imtial
sct of interviews with development advisors 1t emerged that elements of cluster
activity — spectfically forms of co-operation — were present in two sectors fish
processing and printing In contrast to these, a distinct lack of co-operation was
icvealed 1n the bakery sector and the decision was taken to highlight modes of
development 1n these sectors over others We outline and elaborate on our reasons for
this m Chapter 6 referring to our qualitative investigations that were conducted on a

numbei of sectors other than those which are the focus of the three case studies

Despite the fact that 1t 1s not possible within the confines of this dissertation to
analysc and discuss all of the concentrations revealed in this chapter the findings are

still none the less very valuable They provide, for example, a significant starting
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pomnt for any future research that may be conducted on local industry development

within North Dublin
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Chapter 6° Introduction to Case Studies

61 The Need for Case Studies

In Chapter 5 we 1dentified a number of spatially concentrated sectors in North Dublin
It was decided, through mterviews with experts (1e development advisors in the
development agencies), that some sectors' (and a specific set of firms within each
scctor) should be investigated further so as to either ehminate them as clusters ot
identify them as having elements of cluster activity (See Sections 454 to 45 7 n
Chaptci 4 for the methodology used ) Imitial interviews revealed little evidence of co-
operation among firms Furthermore, the dynamic between and among firms i two
sectors — financial services and internationally traded services — could not be related
to the cluster hterature in general because of the focus in the literature on
manufacturing over services nter-firm relationships We acknowledge that the
analysis of inter-firm relationships 1n services sectors would contribute a great deal to
the hiterature, however, given the parameters of the study i1t was not possible to

caploic them in this work

Despite the lack of widespread co-operation among firms it emerged that elements of
cluster activity were present 1n two sectots fish processing and printing In contiast to
these, a distinct lack of co-operation was revealed in the bakery sector and the
decision was taken to highlight modes of development in these sectors by undertaking
a number of case studies (see Sections 4 6 to 4 9 1n Chapter 4 as to how and why they
wcre conducted) These sectors were chosen over others because (in the case of fish
processing and printing) they exhibited elements of co-operation 1n both sectoral and
iocational tetms Despite the fact that mitial qualitative ivestigations tevealed a
dearth of co-operative processes 1in a number of sectors (other than bakery) the

1easons for focusing on the lack of co-operation in the bakery sector stem from our

' Imnal qualitative mvestigations were conducted on the following sectors financial services,
mtuinationally haded services, electronics aeiospace fish processing, punting, and bakery
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hypothems2 that an industry set of values (e g secrecy and rivalry) can be responsible
for the predominance of firms to act as stand-alone entities (see Section 9 2 in Chaptet
9 for further discussion) There was some 1mtial evidence that this may be the case
among bakeries and 1t was decided to focus on this sector to examine these

relationships 11 more detail

Furthcimore, these three sectors lend themselves to inter-industry, comparative
analysis duc to the fact that they have in common with one another some important
charactenistics All thiee sectors are classificd as traditional and 1in mature stages of
then 1espective industry life cycles All three sectors, to varying degrees, display
spatial concentration in North Dublin In terms of firm type, these sectors comprise
predoninantly small to medium sized indigenous firms (Section 10 2 1 m Chapter 10

outhines the common features )

It emetged also from the initial qualitative investigations that little was known about
actually existing relationships between firms with the exception of research conducted
on the furniture industnal district in Monaghan by Mottiar & Jacobson (2002) and
lacobson et af (2001) Industrial clustering 1s largely understood (by the development
advisors interviewed) to mean geographical concentrations of firms 1n the same sector
ot indeed “wmning” industnies (e g high tech or science based industries like
pharmaceuticals o1 ICTs whose contribution to the national economy 1s thought to be
great and whose development takes priority over more traditional, mature sectors)
with little heed to any formal or informal lIinks that firms may have with the local,
1egional o1 national economy A study of actually existing relationships serves to
highlight the extent to which firms inter-depend on one another for, among othet
things, survival, development and innovation, (e g 1n the fish processing and printing

case studies)

Another motivating factor in pursuing a case study approach stems from the work of
Cooke (1998) who suggested that featuies of industnal districts such as modes of

netwoiking could provide a route to cluster development in Ireland An examination

? This hypothesis was formulated on the basis of data gathered at interview with development advisois
Both advisors outlined how extieme inter-o1ganisational tivalry and secrecy formed an obstacle to co-
opetation
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and analysis of nter-firm relationships 1s essential therefore, 1n the formation of any
long-term policy planning 1n 1elation to the development of clusters The three casc

studies which follow represent the “first steps” 1n such a process

For a summary and description of each of the case study chapters see Section 1 4 in
Chapter 1

62 The Role of Location Quotients (LQs) in Case Study Selection

As mdicated above the case study selection process was based on imitial evidence
(qualitative) of co-operation (in the case of the fish processing and printing scctors)
and an absence of co-operation (in the case of the bakery sector) All of these sectors
display varying degrees of spatial concentration as measured by the location quotient
(Sce Chapter 5) It was this quantitative evidence that led to imitial qualitative
investigations (1€ 1nterviews with development advisors in the development
agencies) The calculation of LQs provided prima facie evidence of clustering and
allowed for exploration of the relationship between groups of spatially concentrated

firtms and levels or types of co-operation/ non-co-operation

63 Use of Triangulation 1in Case Studies

In Section 4 8 1 (Chaptet 4) we discussed how data triangulation addresses the
potential problem of construct vahdity by gathering evidence from a number of
different sources For each of the case studies this process was adhered to In the fish
processing casc study this involved interviews not only with personnel in the leader
firm (Superquinn) and 1ts supplier {Oceanpath) but with personnel in BIM (The Irish
Fisheries Board) and Enterpnise Ireland that had knowledge of each of the firms’
opciations In addition, industry documents and journals were studied so as to
establish the data gathered as fact Simmlarly, in the printing case study interviews
wete conducted with development advisors in Enterprise Ireland on two separate
occasions and with the managing director of the consortium at the centre of the case
study In addition to this, several industry documents, reports, and journals were
1eviewed for the purpose of corroborating the facts (references to which are contained
mm the ielevant case study chapter) In the bakery case study mterviews wcic
conducted with personnel in four North Dublin bakery firms, with a representative

ftom the industry’s supporting organisation and with two development advisors in
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Enteiprise reland Varnous industry reports were also used n the evidence gathering
process Again, evidence from one souice was not considered fact unless it was

compatible with evidence from the other sources
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Chapter 7- Inter-firm Relationships 1n the Fish Processing Sector

71 Introduction

This chapter 1s primanly concemed with the evolution of a leader firm-suppher
1elationship, namely that between a retail buyer and a fish processing supplier in the
spatially concentrated sub-sector of processing and preserving of fish and fish
products (NACE 1520) in Howth, North County Dublin However, the nature of other
iclationships, both vertical and horizontal, between local and non-local firms
mcluding non-firm organisations such as trade associations, is also subject to
examination A distinction 1s made between relationships co-ordinated on an organic
basis 1 e through social trust and norms of economic behaviour and more consciously
co-ordmated mechanisms such as dyadic trust between a leader firm and its supplier
We will show that the former 1s a powerful force 1n the creation of a co-operatively
competitive environment 1 which commercial information 1s shared but that
1clationships that are subject to more consciously co-ordinated mechanisms, yet still
classcd as social networks, facilitate the sharing of technical information that

ultimatcly 1esults 1in imnnovation

7 2 Chapter Layout

The chapter begins with a discussion of the analytical considerations and the
appiopriateness of particular literatures Focusing on the importance of co-operation
(as discussed 1n Sections 2 4 1 to 2 4 2 i Chapter 2) we elaborate on the types of co-
ordimation mechanmisms 1 ¢ organic and co-ordinated interaction that undetlie various

co-operative forms Empirical data 1s then presented and related to the literature
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73 Analytical Considerations

For analysis of case study evidence a framework 1s required which, at its centre,
cxamines the importance of location (as the case study refers to a concentration of
fitms 1 a paiticular place), provides a rationale for various ter-organisational
telationships within that location (as the case study deals with a number of vertical
and hornizontal relationships) and an indication of the co-ordinating mechanisms
underpinning those relationships The fiamework needs also to shed hght on the
internal orgamisation of firms and account for how firms leam and mnovate (as the
case study explores the changes and improvements made to organisation and
ptoduction n one firm (supplier) as a direct 1esult of 1ts relationship with another firm
(buyer)) A framework based on the industrial district literature fulfils all of the above

cntena

Morc general cluster literature, i particular the work of Porter (1990, 1998) is not
entirely applicable to the case study, for a number of reasons The first 1s that Porter
1s concerned with how industries (rather than firms within industries or sectors)
interact with one another and how those iteractions comprise a system of national
advantage The case study heremn 1s not concerned with how industries relate to one
another but 1s concerned rather with relationships between different organisational
actors (fiums, supporting organisations) within one industry i particular The second
teason 1elates to the types of relationships that are at the centre of Porter’s
concept/thecory (and which are identified though the use of mput/output tables),
namely maiket relationships (this was discussed n Section 2 2 in Chapter 2) There
are clear conceptual differences between what 1s central to Porterian clusters and what

1s of central exploration here

One might argue that similarly there 1s a mismatch between the subject of this case
study and what has been presented in the industrial district literature, in other words
that the latter 1s an equally mappropriate concept on which to butld/model an
analytical framework for the case 1n hand At the centre of our case study is a spatial
concenttation of ftims engaged m the production and processing of fish, suppliers of
mputs to those firms and buyers who retail the produce (though not all of the actors

are located 1in North Dublin) Together they form a supply chain Brown and Hendry
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(1997/1998), in distinguishing between ndustrial districts and supply chains, statc
that in the latter the relationship 1s vertical and involves an exchange of goods and
scivices This relationship also exists in the former but with a number of additional
charactenistics, namely a shared geographic locality where ‘independent firms
opelating i the same or related market segment’ benefit from external economies of

scale and scope from agglomeration (Brown and Hendry, 1997/1998)

Industnial districts have long been associated with ‘the network type of co-ordination
of economic 1elations’ that 1s based on ‘horizontal trust based relations amongst local
firms and between firms and nstitutions’ (Boschma and Lambooy, 2002) The above
forms of industrial network are however changing and evolving and are subject to
moie bioadly defined characteristics ‘Supply chains have themselves been
undergoing change, with more of an emphasis on a partnership, or relationship
ortentation’ (Brown and Hendry, 1997/1998) Similarly, industrial districts are neither
homogenous nor static entities and they too, have been undergoing change Rather
than a deepening of spontaneous co-operation and co-ordination of production the
industiial districts (as highlighted 1n Sections 2 102 and 2 10 3 in Chapter 2) have
scen the emergence of a dominant player or players (a single leader firm or a group of
firms) that 1s 1adically changmg the dynamic of the district’s mter-organisational
1elationships and 1 particular power relationships (Lazerson and Lorenzom, 1999,
Caibonaia 2002, Harrsion, 1994, Coro and Grandinettr, 2001, Der Ottati, 1996,
Paniccia, 1998) Thus 1s discussed further in Sections 74 1 to 7 6 below

It follows that industrial districts are open to a much wider interpretation than
previously thought Paniccia (1998) suggests that there are just two factors that

underpin the various forms of organisation found in industrial districts

‘Behind the so lightly used term ‘industrial district’ many
different forms of organization of labour and many different
socio-cultural fabrics are hidden In what may be regarded as
a common definition, mdustrial districts are taken as forms of

organization governed by trust and co-operation ’




Although the case study 1s centred on a supply chain the key factors which underpin
1elationships 1n industrial districts (according to Paniccia, 1998) are, prima facie, the
same factors underpinning nter-organisational relationships amongst firms and
between fiums and supporting organisations in the fish processing sector in North
Dublin, namely trust and co-operation The industrial district literature and the
theoties upon which the concept 1s based thus provide an appropriate framework to

nvestigate inter-firm relationships n the fish-processing sector in North Dublin

What can the regional systems of mnovation literature bring to an investigative that
the industrial district hiterature cannot? We know that n industnal districts the co-
operation and trusting relations between actors mean that new knowledge 1s diffused
casily and so firms learn through interaction with one another As indicated in Section
2 9 of Chapter 2, regional systems of innovation are localised systems where the
‘economic performance of a region does not depend solely on the individual company
peiformance but rather on the way 1n which companies interact with one another and
the public in the creation and dissemination of knowledge’ (Fischer, 2001) The
outcome of mteraction between actors in such a system 1s imnnovative behaviour The
regional systems of mmnovation concept 1s an umbrella concept 1n that 1t encompasses
a number of different elements or units that constitute a system At 1ts core lies the
prenmise that knowledge 1s key to the mnovation process and 1n order for a firm to
convert knowledge into an economic gamn (either through organisational or process
improvement or new product or process development) they must become a learning
fium (either by doing, using or mteracting (Koschatsky, 1999)) How organisations
leain theiefore, 1s one umit that comprises the system and so organisational learning
litcrature becomes a constituent part mn analysis of inter-firm relationships 1in a system
of innovation A successful regional system of innovation 1s a ‘learning region’ made

up of learning organisations

The focus of this chapter 1s not a system of innovation but, as with the industrial
district concept, thete are elements of our case study that can be explained with
ieference to the regional system of mnovation literature Innovation s usually
assoclatcd with R&D firms, large multi-national type enterprises and more recently
high-tech or science based industrial sectors However, mnovative activities, as

Blumentritt (2004) reminds us, are not just about the development of new products or
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scivices Firms, he suggests, can be mnovative in many ways for example by creating
ncw ot tmproving support services, improving the efficiency and effectiveness of
mternal processes and discovering new ways of establishing and maintaining

iclationships with customers

Using Bender and Laestadius’s (2005) “mmnovation enabling capabilities™ approach
we examine Oceanpath’s (fish processor and supplier) innovativeness in terms of its
transformative capabilities and configurational capabilities Sections 7 103 and
712 3 below explan these tetms and discuss them with reference to the empirical

data

731 From Market Transaction to Co-ordination Integration

At one end of the spectrum lies the market transaction, at its other extreme lies
integration (either vertical or honzontal) However tegration need not imply
ownciship It can include another dimension which Langlois and Robertson (1995,
pl0-11) term co-ordmnation integration which may involve, for example, ‘two distinct
legal entities  engaged in an ongoing development project that involves exclusive
decaling, significant exchange of information and admimstrative coordination’ In a
general sense 1t refers to various co-operative exchanges between autonomous
cconomic actors Central to our study of the evolution of inter-firm relationships m

the fish-processing sector 1s the following question

How do transactions evolve from purely market-based exchanges to more organised,
shhuctined and partnership-type arrangements that have implications foi firms

houndaiies and ultimately result in those boundaries being blurred?

It should be noted that the blurring of boundaries 1s at the extreme of “non-
ownciship” inter-firm relationships and 1s a characteristic of co-ordination integration
All fiims’ external relationships lie somewhere on or between market transactions and
co-ordination mtegration A joint venture, for example, would fall nearer to the co-

orchnation intcgration extreme (Oliver, 1990)
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74 Co-operation and Co-ordmation Mechanisms

The following section elaborates on the discussion of co-operation presented n
Sections 241 to 24 6 in Chapter 2 These sections discuss the importance of co-
opeiation, the role of trust mn facihitating co-opeiation and the factors at play n

deternmning whether co-operation or non-co-operation will emerge

741 Oigamc Interaction to Co-ordinated Interaction

“The area of transactions governed by the community market
seems to have narrowed with the reduction of typical
products, on the other hand, the transactions that are
coordinated by a more conscious governance mechanism have
grown with the development of product diversification and

upgrading in a local system’ (Det Ottat1 1996)

In the early writings on Italian industrial districts co-operation was described as an
organic ol spontaneous mter-organisational charactenstic stemming from a specific
kmd of orgamisation of production (1e flexible specialisation) combined with the
social and cultural characteristics (social values and institutions) of a group of people
(Beccattint, 1991) Co-ordmmation of industrial activities was governed not by
hierarchical mechanisms (as 1n the case of a large firm) but by a system of social
sanctions (Beccattim, 1991) that culminated n the ‘community market’ (Der Ottati,
1991) The belief that industnal districts are the result of a spontaneous process of
economic development 1s however slowly being replaced with the view that conscious
co-ordination 1s the basis for a system of inter-organisational relationships in a given
production process (De1 Ottati, 2002, Carbonara, 2002, Boschma and Lambooy,
2002, Lazerson and Lorenzoni, 1999, Paniccia 1998, Harrison, 1994)

The terms organic co-ordination and conscious co-ordmation have been formulated by
analysts to explain the evolutionary processes actually taking place within industrial
distiicts — for example when leader firms emerge to take control of value chains
Conscious co-ordination has been linked to the growth strategtes of individual firms

that seek to ‘manage the entire external value chain in order to increase its efficiency,
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effectiveness and flexibility’ (Carbonara, 2002) It has also been described as a
tesponsc to structural change (Der Ottati, Corroleur and Courlet, 2003) and to the

prevention of regional nsularity (Lazerson and Lorenzoni)
742 Orgamc Co-operation

Organic or automatic co-operation, that co-ordmates transactions on the basis of
customs and norms of economic behaviour, occurs in situations where transactions
have low opportumstic' quast rents (Det Ottati, 1994) In such cases, opportunistic
bchaviour does not lead to large losses for those who are subject to 1t Local customs
suffice as a co-ordmnation mechamism 1n such cases as ‘violation of these customs
gives 11se not only to withdrawal of the other party’s co-operation, thereby justifying a
possible retahation, but also to social sanctions’ (Der Ottat, 1994) The types of
transactions that this mode of co-ordination applies to are those that do not require
significant specific investments In other words, they mvolve the exchange of goods

o seivices that are locally standardised in terms of quality (De1 Ottati, 1994)
743 Conscious Co-operation

Conscious or constructed co-operation, as a mode of co-ordinating transactions, stems
ftom the need to safeguard against opportunistic behaviour where theie aie high
appropriable quasi rents and local custom 1s an nsufficient co-ordination mechanism
High approptiable quasi-rents occur n transactions that require a specific ‘dedicated’
investment n order to service the needs of a particular customer Wilhamson (1985)
would m such a case advocate a process of vertical integration as a safeguard
mecchamsm agamst opportunistic behaviom However, Der Ottat1 (1994) offers some
altcinative solutions based upon ‘the particular socio-economic environment of the
industrial distnict’ She suggests that where transactions carry high quasi 1ents,
icpeated co-operative behaviour (that leads to the establishment of reputation,
patticularly trust) safeguards agamst opportumistic behaviour Der Ottati (1994)
outhnes further that due to the costs associated with the construction of a reputation of

trustworthiness, actors that have engaged 1n reputation based business relations aie

' Opportunism has been defined as ‘an effort to realize ndividual gains through a lack of candow o
honesty m ttansactions’ (Wiilhamson et al, 1975 p258 in Dex Ottat, 1991)
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moie hikely to develop preferential economic relations with one another The resulting
oiganisational form 1s either an informal group of firms ‘connected by co-operative
telations and sustamned by reciprocal knowledge’ (Dei Ottati, 1994) or a lead firm that

has developed preferential relations with a supplier or group of suppliers for example

744 Tiansaction Type and Co-ordination Type

What 1s important to note from the above 1s that transaction type dictates co-
ordmation type 1 e spontaneous or conscious A firm therefore, in theory, can develop
a portfolio of relationships (with other firms) that may be co-ordinated by the market,
by social sanctions nherent within communities, by hierarchies or burcaucracies’
(Der Ottat, 1991) or indeed by more conscious and dehberate mechanisms (based on
trust denved fiom repeated transactions, for example) For the most part inter-firm
1elationships are co-ordinated by non-market mechamisms (Grandori, 1997) Firms are
not Iimited to either purely market transactions or purely co-operative exchanges It
mady, however be more appropriate to use one or other form of co-ordmation
depending upon the factors highlighted by Der Ottati (1994) (1e whether the
tiansaction carries high or low appropriable quasi-rents) The growing trend towards
mote conscious forms of transaction co-ordination n the industrial districts 1s an
indication of a shift 1n transaction types The 11se 1n mnovative activity for example
can help to explain the rise in conscious co-ordination Teece (1996) has outlined the

11sks associated with transactions where knowledge 1s exchanged -

in order to provide full information to the buyer, the seller of
know-how may have to disclose the object of the exchange, but in
doing so the basis for the exchange evaporates, or at least erodes,
as the potential buyer might now have 1n its possession that which
he was seeking to acquire  Accordingly, at least until reputations

become established, exchange is likely to be exposed to hazards ’

Teece (1996) describes a more conscious form of co-ordination based on what Des

Ottatt (1994) has highlighted as repeated co-operative exchanges leading to the

* Tiansactions are co-ordmated by ‘the explicit rules enfoiced by authorities with discretionary powess’
Daur Ottat1 (1991)
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establishment of reputation and ultimately trust More mmportantly, what Teece’s
comments suggest 1s that 1n the absence of conscious co-ordination (in whatever form
that may take) knowledge would fail to be exchanged and innovation would not

occut

745 Co-operation Versus Integration

Outside of the industrial districts and 1n the absence of a listory of socio-economic
relations, vertical integration (as a mode of co-ordinating transactions where there aire
high appropuiable quasi-rents) 1s not viewed as the only solution to co-ordination

problems In fact, vertical integration 1s thought to carry its own set of difficulties

In relation to management systems, Rugman and D’Cruz (2000) attribute fatlure of
the vertically integrated firm to the multi-divisional or M-form arrangement used 1n
management systems They suggest that 1t lends itself to iternal nivalry among
general managers and to intra-organisational rivalry in general As an alternative form
of co-oidination they suggest a process of de-integration in the form of a partner

network approach that they term the flagship model (see Section 7 6 below)

75 Additional Thoughts on Co-ordination Mechanisms

Grandort (1997) reiterates the point made above that ‘different sets of coordination
mechanisms can be used for effectively and efficiently regulating different types of
mterdependence between umts or activity clusters’ In her organisational assessment
of mter-firm co-ordination modes (both inside and outside of the industrial districts)
Giandon (1997) details a number of co-ordination mechamsms that range from the
spontaneous to the constructed — the use of which depends firstly upon the type of
network mvolved 1e social, bureaucratic or proprietary (see Table 7 1 below for a
description of each) and secondly whether interdependence (amongst firms, between
firms and non-firm organisations) 1s pooled, intensive, sequential or reciprocal Table

7 2 below provides a description of each of these interdependences
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Table 71 Grandort’s (1997) Network Types

Type of Network Grandori’s (1997) Description

Soctal Network co-ordinated by social rather than formal, contractual
means

Bureaucratic Networks based on formal and explicit contracts

Piopiietary Exchanges 1n such networks are not based on performance

controls Instead effective co-ordination 1s achieved on the basis
of incentives e g profit sharing

Table 72 Types of Interdependence

Type of Grandorr’s (1997) Description
Interdependence

Pooled A relation in which each part renders a discrete
contribution to the whole and each 1s supported by the
whole’ With regard to inter-firm relations this involves
the pooling of resources for joint efforts

Intensive Jomt application of differentiated professional know-how
to a common problem or transformatton process

Sequential Link between two activities for which the output of an
activity A 1s the input of activity B

Reciprocal Like sequential interdependence except output of A cannot
be produced without certain inputs from B such as
elements of know-how or other resources

For each network type and for each interdependence type there will be different sets
of co-ordmation mechanisms open to utihisation For example, the co-ordination
mechamisms 1n a social network where theie 1s a pooled interdependence, are accepted
1ules of behaviour, shared values and routimized know-how as depicted 1n the “classic
Maishallian industrial district” (Grandori, 1997) However, the co-ordination
mecchamsm 1 a bureaucratic network where there 1s pooled interdependence 1s likely
to take the form of a trade association or hornzontal consortia through which
1egulations and procedural norms are generated Using Grandori’s (1997) typology of
co-ordination mechanisms, networks and interdependencies we have highlighted in

Table 7 3 the degiee of formality in netwoik types and the degree of spontaneity o1
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consciousness of co-ordination mechamsms depending upon the type of

intetdependency

What Table 7 3 highlights 1s that even 1n what are considered to be informal (social)
nctworks, forms of co-ordination vary from organtc to structured depending on certain
factors like informational complexity (Gandori, 1996) and whether the transaction has
a low or high quasi-rent attaching to 1t (Der Ottati, 1994) All of these are nextricably

linked to tiansaction type

Within the “new” industrial districts (1e where conscious co-ordination takes
precedence over spontaneous co-ordination) conscious co-ordination mechanisms
have tevealed themselves 1n a number of different orgamsational forms These are 1)
large fums known as “leader firms” that have developed preferential economic and
co-operative telations with a limited number of supphers 2) Grupp: 1€ groups of
fiims bound together by economic and social ties, and 3) Non-firm organisations (e g

business associations, public private organisations and research centres)

‘These organisations on the one hand, provide local small and
medium firms with consulting services, such as professional
training, quality certification, financial planning, new product and
process development etc On the other hand they co-ordinate both
the productive and commercial activities of the ID firms, activating
and managing co-operation processes among firms nside and

outside the district’ (Carbonara, 2002)

However, 1t 1s leader firms that we are primarily concerned with here

76 Leader Firms

Leader firms tend to be large firms that ‘orgamse production among groups of smaller
firms, mtroduce technological innovation and expand existing markets’ (Lazerson and
Lorenzon, 1999) The role played by leader firms m orchestrating network relations
can havc both positive and negative ramifications for industrial districts On the one

hand, leader firms provide ‘the preconditions for industrial districts through the
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transfer of technology and skills to an area which ultimately provide the foundation
for the cieation of small firms® Their exploration of commercial avenues and
imvestment 1 R&D links the leader firm to both distant and local actors, which places
thecm in a ‘strategic position to 1espond quickly to external market demand, while
1ealigning the productive resource of less sensitively located actors’ (Lazerson and

Lotenzoni, 1999

On the other hand the leader firm can cause the emergence of hierarchy and the
inttoduction of oligopoly power that may ultimately threaten the ‘typical model of co-
operative competition’ present in the Itahan mdustrial districts (Harnson, 1994)
Thiough their domination and standardisation of supplier linkages, power structures
are such that non-reciprocal arrangements replace what were once symbiotic

exchanges (Boschma and Lambooy, 2002)

These examples describe two extremes of the same phenomenon Boschma and
Lambooy (2002) have shown however that there are leader firm trajectories which he
somewhere between these two extremes They acknowledge that leader firms can act
as barers to knowledge transfer and joint problem solving by virtue of their ‘exit-
based’ strategies with suppliers In such cases the leader firm acquires the whole
supply chain o1 formalises relationships with a limited number of suppliers Within
this hierarchical structure however trust based relationships can evolve between the
leader firm and its suppliers based on co-makership and joint problem solving for
cxample This facilitates the diffusion of knowledge but only to a ltmited number of
supplhiers Boschma and Lambooy (2002) also describe how a leader firm functions as
a bridge for smaller supplier firms ‘in tetms of access to world markets and external
knowledge’ 1t 1s not possible to divorce the leader firm from its particular context 1 e
the telationships it has with its suppliers, 1ts development strategies etc Therefore the
menits or dements of leader firms 1n local economies are a matter for cmpirical

exploration
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Table 73

Modification of Grandoir’s (1997) typology of co-oirdination mechamsms, Netwoik typcs

and Interdependences to include degree of formality and degiee of spontaneity/stiuctuie in cootdination

types -

Co-ordination Mechamsms According to Network Type

Social Networ k Bureauci atic Nenwor k Propietary Network
Informal Semu-formal Formal
—> > —>

Type of
Interdependence

O1ganic /Spontaneous Pooled

Noims of behaviour, shated
views such as those in classic
Marshallian 1ndustrial district

Regulations and proceduial
norms through trade associations
or hotizontal consortia

New firm cieation thiough a
Jjomt ventute

Intensive
(rmnovanve)

Reputation thiough repeated
transactions

Research Consortia

R&D Joint ventures

Sequennal

'

Constellations such as leadet
fium arrangements

Recurrent contracting enabling
experimentation with various
operattonal procedures n
contracte g one way
hierarchical sub-contracting

Property 1ights sharing and
hierarchical co-ordination

Structured Reciprocal

(conscious/constructed)

Mutual monitoring and haison
activities through informal sub-
contracting

Relational contracting
combining both contract with
unwiitten rules and safeguaids

Property 11ghts shanng and
lateral integration 10les
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Related to the concept of the leader firm 1s Rugman and D’Cruz’s (2000) theory of
the flagship firm The flagship model 1s based upon ‘the development of collaborative
relationships among major players in a business system’” At the centre of this business
system 1s the flagship firm that ‘pulls the network together and provides leadership for
the strategic management of the network as a whole” Also central to the theory, 1s the
existence of firms that have developed key relationships with the flagship firm
Relationships m the flagship model, unlike conventional business relationships (that
aie based on arms length market transactions and have a short term orientation and
single transaction focus), are based upon ‘a collective long-term orientation that
facilitates the development of long-term competitiveness’ (Rugman and D’Druz,
2000) Through ‘strategic asymmetry’ the flagship firm exercises non-reciprocal
contiol over network partners’ products, markets and captital investments as well as
courses of action n the development of competencies and capabilities In return, the
flagship network member can enjoy ‘the prospect of significant sales volumes, access
to advanced technology and the participation 1n the benefits of the brand image of the

flagship’

How this relates to the leader firm concept 1s that 1t has implications for orgamsational
boundaties and presents an organisational structure that opts for co-ordination rather
than ownership integration Rather than vertical corporate integration, there s here

dis-integration

761 The Role of the Leader Firm in Knowledge Transfer and Innovation

processes

Carbonata (2004) has highlighted three mechanisms that underpin the way i which
fitms leatn These are empirical learning, learning by emulation and leaming by
acquisition “The networking processes activated by leader firms  constitute the
fundamental mechanism on which the development and the acquisition of new
knowledge are based Therefore, this learning mechanism can be defined as learning
by interacting’ (Carbonara, 2004) Learming processes and therefore immovative

processes can be directly attnibuted to the actions of leader firms
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It may be important to note at this point what 1s meant by innovation Put simply,
‘Innovations ate new creations of economic significance’ (Edquist et ¢/ 2002) There
aie two categories of mnovation — product and process However, as highlighted in
Scction 7 3 above and Section 2 9 of Chapter 2, mnovation may be more broadly
interpreted to include a range of other activities and indeed n a range of traditional,

low-tech industries

What 1s universally accepted 1s that knowledge 1s key to the innovation piocess
Cohen and Levinthal (1990) stress that knowledge transfer 1s critical for a firm if 1t 1s
to respond to change, 1f 1t 1s to innovate and ultimately 1if 1t 1s to achieve competitive
success Industrial districts, due to their unique characteristics that are mextricably

linked to place, can become nsular with regard to the attainment of new knowledge

industial distiicts are rich m mternal knowledge 1 € knowledge of an operative kind
that 1s cmbedded 1n place (Albino et al, 1999) The districts’ access to external
knowledge 1s Iimited to that obtamned on the market e g demand levels, required
product performance etc (Albmno et a/, 1999) Acting as a bridge between internal and
external knowledge the leader firm channels new knowledge from its regional,
national and often global links back to district based small sized suppliers (Boschma
and Lambooy, 2002) For knowledge transfer to take place the relationship between
the leader firm and supplier must be a collaborative one where openness, tiust and
ptio1 experience are shared characteristics (Albino et af, 1999) It 1s obvious therefore
that knowledge transfer 1s less likely to occur between a leader firm and supplier

whete the relationship 1s hierarchical or where there 1s unilateral power

Empirical Data and Analysis

77 Introduction and Background to Case Study

Interest i the fish processing and production sector stemmed 1mtially from
quantitative analysis of employment data that indicated a spatial concentration 1n
Noith Dublin (See Table 7 4 for trends in employment and Table 7 5 for location
quotient history and changes 1n firm numbers) Given the strong association between

spathal concentrations and cluster activity an investigation was mitiated to determine
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the natuic of relationships amongst firms and between firms and supporting

o1 ganisations

This subsequent investigation relied upon qualitative techniques (namely interviews)
fitstly to determine the nature and structuie of the industry including inter-
organisational 1elationship types (market and non-market) with regard to a specific
number of Noith Dublin firms® From there, 1t emerged that a market relationship
between a fish processor (supplier) in Howth and a national supermatket chain
(buyer) with head offices based n nearby Sutton, had evolved nto a co-operative,
collaborative and information sharing (resulting in knowledge transfer and
innovation) leader firm-supplier arrangement that was worthy of investigation and
analysis Furthermore, (through subsequent mterviews)® 1t was revealed that forms of
hotizontal co-operation among Howth fish processors bore some of the hallmarks of

the Italian industnal districts

Simlarly, vertical co-operation 1n certamn supply chains, 1 e from a fish farm (ISPG?)
to secondary processor (Oceanpath) to retailer (Superquinn) and between the Howth
fish auction house (Howth Fish Sales Ltd) and local fish processors, displayed
industnial district type “collective action” characteristics Underpinning some of the
inter-firm ielationships arc the co-ordinating efforts of a supporting organisation —
BIM, the Insh Fisheries Board — at least contributing to what s referred to as

“institutional thickness” in the industrial district Iiterature (Amin, 1999)

Regarding co-ordiating mechanisms of mter-firm relationships 1t is fair to say that
therc 1s a mix of co-ordination mechanisms at play Inter-firm relationships that atc
co-ordmated on the basis of shared values and norms of economic behaviour exist
alongside nter-firm relationships that are (more consciously) co-ordinated on the

basis of 1cpeated transactions and sole supplier relationships

" Noith Dublin Fums were compiled fiom a hist of Enterprise lreland supported companies See
Appendix D for details

* See Appendix B for details of all mteiviews conducted

" The lush Seatood Processors Gioup
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771 Economic Conditions and Environment

The purpose of this section 1s to give overall context to the case study data Table 7 4
shows how overall levels of employment in fish processing and preserving have
declined in North Dublin yet 1n Ireland as a whole there has been growth Table 7 5
shows a decline 1n the number of fish processing firms in North Dublin yet at the
samc time the location quotients indicate a relative spatial concentration of
cmployment 1 the area Despite the recorded increase between 2000 and 2001
employment decline can be attributed to a more general pattern of consolidation
amongst processors 1n this mature sector — a process which 1n 1itself can be attributed
to forces emanating from the purchasing side 1e retail multiples In other words,
processols have consolidated to reflect the limited number of retail customers now

prescnt in the Irish market place (Lane, Interview, 2004)

Table 7 4 Trends in Number of Employed (Full-time) in Processing and
Presetving of Fish and Fish products (NACE 1520) from 1985 to 2001 m North
Dublin and Nationally

1985 1990 1995 2000 2001

North Dublin 305 297 252 245 283
Peicentage change in employment 1n period -262%  -1515% -278% 15 51%
National 2,085 2,313 2,112 2,394 2,600
Peicentage change in employment in pertod 1094% -8 69% 1335% 8 60%

Sowrce Forfus Unpublished Employment Data

In 1esponse to structural change, processors are attempting to differentiate themselves
by cngaging m value added production and by carving out niche markets for
themselves (Lane, Interview, 2004, Smith, Interview, 2003) Both BIM and Enterprise
freland acknowledge the benefits of co-operation n tackling the changing economic
chmate Through BIM’s Market Investment Programme (MIP) individual firms
1ecerve up to 40 per cent grant assistance whereas collective projects can receive up to
60 pecr cent grant assistance The supporting orgamsations are mundful of the
opportumties to co-operate, which lie m purchasing and logistics for white fish and

wet fish production (Crowne, Interview, 2004)
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Table 7 5 Location Quotients and number of firms 1n Processing and Preserving
of fish and Fish products (NACE 1520) from 1985 to 2001 in North Dublin

Location Quotient No of Firms

2001 115 12
2000 098 13
1998 113 13
1990 115 16
1985 116 19

Source Calculations based on Foirfas Unpublished Employment Data

In addimion to uncertamty on the purchasing side there 1s uncertainty on the supply
side and firms are continuously adapting to changing supply situations Diminishing
1aw materals caused by over-exploitation of conventional species of fish and the
imposition of quotas has led processors to seek alternative mputs (both at home and
abioad) Regulation in the form of the Common Fisheries Policy (CFP) imposes linnts
on supplies and types of species available Aquaculture production (1 e farm produced
fish and seafood) can reduce uncertainty m the supply of certain species such as
salmon However, aquaculture production has not 1eached significant levels either on
a national or a European basis Aquaculture production in 1999 produced 44,000

tonnes compared to 285,957 tonnes caught by the Irish fleet (Stevenson, 2003)

Within the European Union, only two countries, Ireland and Sweden, export more fish
and fish products than they import Table 7 6 shows Ireland’s external trade fiom
2000 to 2002 n terms of value and volume Interestingly the increase in value of
ptoduce exported 1s coupled with a decrease in volume exported This 1s an indication

of increasing value having being added to these products

Table 77 shows that gross output of local units mvolved n the processing and
preserving of fish and fish products has increased by 21 per cent over the four year

period fiom 1997 to 2001
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Table 7 6 External Trade of Fish and Fish Products

2000 2001 2002
Exports Value 000 euro
333,153 447,026 424,975
Tonnes
210,898 314,371 307,368
Imports Value 000 euio
P 127,048 165,461 142,562
Tonnes
70,435 114,458 94 561
Net Exports Value 000 euro
205,205 281,565 282,413
Tonnes
146,463 199,913 212,807

Source CSO, Cxternal Trade, 2002, 2001, 2000

Table 77 Gross Output of Local Units in Processing and Preserving of Fish and
Fish Products

1997 1998 1999 2000 2001

Giross Output 3013 3039 3152 3429 3656
000 ewmo

Soniee CSO Census of Industnal Production, 1997, 1998, 1999, 2000, 2001
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772 Support of Non-firm Organisations

The dustry 1s heavily supported by BIM (Bord lascaigh Mhara — The Insh Sea
Fisheries Board) in terms of industry marketing, grant aid® and the development of
quality assurance schemes’ Collective marketing for seafood processors 1s conducted
through BIM’s annual Inish Seafood Expo Through 1ts MIP 1t supports marketing
activities of both individual and group scafood processors In 2003 1t funded a total of
36 projects (9 of which were collective) amounting to grants worth €1 259 million
Non-firm organisational support 1s highly co-ordinated in that BIM collaboiates
closcly with Bord Bia (Irish Food Board) and Enterprise Ireland 1n overseas market

development activities

Due to the small size of firms operating in the fish-processing sector (see Table 7 8
for average number employed per firm) very few companies have in-house marketing
personnel In the absence of such personnel, BIM (through various support schemes)
secks to create ad hoc capabilities for its client companies This 1s similar to the
institutional arrangements in some Italian industrial districts where, for example,
ptoducer co-operatives 1n the tile manufacturing dustry provide centralised
exhibitions and organise small firms to participate in international trade fairs

(Langlois and Robertson, 1995 ppl137-138)

* BIM awaided grant aid of €645,000 on nvestment of €2 755 million to 23 project applicants under
the T'ish Handling and Seafood Processing Development Measure 1n 2003 Total grant-aid to industty
amounted to €10 174 mithon in 2003

" BIM have developed five quality asswmance schemes These are for salmon (1QS) ttout (IQT), mussels
(IQM) oysters (1QO) and most recently the Quality Seafood Programme (QSP) which ensuies

e highest levels of quality have been maintained from product harvest to processing and packing
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Table 78 Average Size of Firms in Processing and Preserving of Fish and Fish

Products (NACE 1520)

Year Average Number Employed
~per Firm
North Dublin lreland
2001 24 22
2000 19 20
1995 19 19
1990 19 19
1985 16 17

Sowrce Unpublished Foifas Employment Survey data

Langlots and Robertson (1995 ppl137-138) describe this type of link as quasi-
honizontal integiation — adding that ‘the producer co-operative forms the basis of
quasi-vertical mtegration, as the producers [small firms] are able to add marketing

expeitise to their distinctive competencies in design’ (Langlois and Robertson, 1995

pl138)

78 Location - Howth Harbour

Howth Harbour was constructed between 1807 and 1816 to serve as the official mail
packet station on the Dublin to Holyhead route Due to constant silting problems and
faried efforts to contiol 1t the decision to relocate the station to Dun Laoghaire was
taken Since then, Howth harbour has evolved into a busy fishing port and
tecieational maiina (the origins of which date back to 1895 when Howth Yacht club
was founded) It 1s one of only five designated Fishery Harbour Centres® in Ireland
The other four are located m Castletownbere, Dunmore East, Galway, and Killybegs
Although development within the fishing industry, both in terms of fleet renewal and
hatbowr 1mprovements 1s concentrated along the Atlantic seaboard, Howth boasts an
unnivalled tradition in whitefish processing for the domestic and international markets
({1ish Skipper, 2004) 1t 1s a home port for 15 trawlers and 12 half deckers These
numbers can increase by another dozen or so depending upon the season There are

two fish auctions per week with anything from 500 to 1000 boxes being auctioned at

¥ llowth Harbour became a Fishery Harbour Centre following the Fishery Hatbour Centre (Howth)
Ordet, 1989 made under the Fishery Harbour Centies Act, 1968
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any one time — an ndication of a viable fishery ({rish Skipper, 2004) Although
cmployment figures have fallen in recent years, fishing (including the fish processing
sector) 1s an important employment generator 1n Fingal County Howth 1s directly

responsible for 500 jobs (Fingal County Council, 2004)

79 Fish Processing Firms in Howth

Theie aic four fish processors located on the west pier of Howth harbour — Oceanpath
Lid , Wnights of Howth, Lett-Doran & Co Ltd and Beshoffs of Howth All four firms
arc family owned and operated and all are small enterpnsesg All but one firm —
Oceanpath — have had a long association with Howth harbour Wrnghts was
estabhshed in 1890, Beshoffs in 1911 and Lett Doran n 1961 Although Oceanpath
was only founded n 1995, 1ts three founders — Alan Ecock, Charles Slattery and Noel
Ryan had all previously worked for and been shareholders of Lett Doran and between
them had amassed considerable experience of the fish processing industry and, m

paiticular, its operation out of Howth

Wiights of Howth specialise 1n the production of smoked salmon and the processing
of ficsh fish and shellfish In addition to being a primary and secondary processor'’
they, Iike Oceanpath, act as a wholesaler at the Dublin Fish Market that has been held
darly in Smuthfield since 1894 This means that other fish processors are among their
customets and implies both a horizontal and vertical association between the Howth
processois For example, as the largest wholesaler in Dublin, Oceanpath supply to
Lett Doiran via auctions held at the fish market At the same time, Oceanpath and Lett
Doran compete 1n the same market 1 e they both supply to retail multiples In the last
ycat Oceanpath has started supplying to Dunnes Stores — a customer of Lett Doran
This 1s an example of direct competition between the firms The others, 1€ Wrights
and Beshoffs, supply to therr own specialty shops (restaurants in Beshoffs case), to
collective cateting (pubs/restaurants) and to commercial catering (industrial) Lett

Dotan and Oceanpath supply primarily to retail multiples and to a lesser extent the

N

’ Wiights of Howth employs between 46-50 people, Beshoffs of Howth employs between 11 and 15
people, Lett Dotan & Co employs between 26-30 people and Oceanpath employs between 36 and 40
people (Soutce Lane, Interview, 2003)

" Plimary processed fish means that it 1s cleaned only Secondary processing can mclude any of the
followmg gutted steak/cutlets Block/Butteifly Daines, Smoked, Frozen, battered, bieaded, canned,
and 1eady prepared meals
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catcring industry In their supply to the catering industry all firms compete against one

another to varying degrees

The nterdependency between fish processors can be attributed to a high degree of
specialisation Rockabill, for example, 1s a processor of shellfish and 1s located n
neaiby Balbiiggan As a shellfish processor with its own fleet of boats 1t has no use
for 1ts by-catch of whitefish Instead of processing these superfluous inputs, Rockabill

sell them on to Oceanpath that specialises in the processing of these inputs

710 Elements of Co-operative Competition

All fomr firms source mputs from (amongst other locations) the auction hall on
Howth’s west prer that has been operated by Howth Fish Sales Ltd since 1993
Howth Fish Sales Ltd 1s a subsidiary of HT Nolan Ltd (a company that has been
smoking salmon 1n Dublin since 1921) Howth Fish Sales buys from a number of the
ttawlers and holds an auction at least twice a week at which representatives fiom all
four firms bid for nputs Processors also deal directly with fishermen It 1s at the fish
auction where an unwritten, even unspoken, collective agreement appears to co-
ordinate or regulate firms’ behaviour in relation to bidding and indicates co-operative
rather than nivalrous competition Each of the firms knows what the other is hoping to
souice This means that 1f only one firm wants a particular lot the other firms do not
bid against that one firm [n other words, bidding which would result in a fitm paying

mote than 1s necessary for a particular lot, 1s not entered into

If competition were rivalrous 1t would be mn firms’ terests to elimmate their
competitors o1 at least gam an advantage over a competitor by pushing up that
compctitor’s mput prices This 1s what has been termed destructive competition (see
Section 2 4 5 in Chapter 2 for discussion of this) Instead, as in the industrial districts,
‘onentation towards long run development as an objective rather than a quest for short
term cconomic gains’ (Sengenberger and Pyke, 1992, 19) motivates and underpins co-
opelative or “fair competition” (Paniccia, 1998) for the sourcing of inputs by Howth
fish processors Thts represents a collective approach to the manner in which mputs

a1e obtamed on the local market Having said that however, we must acknowledge
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that scale and structure (1 ¢ that certamn mputs are not iequired due to specialisation)

ameliorates the competition more so than the objective of long-run development

In Itahan industtial districts co-operation s based on a set of values or common
cultme that 1s shared by a community of people and ‘spread throughout the district,
suppotted and transmitted through generations’ (Paniccia, 1998) In Howth, fish
processors are geographically and historically bounded and as in industrial districts
‘face to face 1elationships are frequent and people tend to interact continuously,
theicby developing a common culture’ (Paniccia, 1998) Through attendance at fish
auctions, competing processors have developed a history of interaction and as such
have developed knowledge based trust 1 € knowing the other sufficiently well through
this mtetaction (Dwivedi et al, 2003) This has enabled them to share information on

the price of inputs (see Section 7 10 1 below)

In Howth, family has provided a vehicle for the transmission of values and norms of
economic behaviour This 1s best demonstrated by an example The manner in which
Oceanpath, and i particular 1ts business relations manager, deals with suppliers
(fishcrmen, fish auction operators, co-operatives, etc ) 1s based on values handed
down from his father, one of the co-founders of the company He believes that “thete
1s no point squeezing the fisherman over price if he’s not there in 6 months time It’s
in the mdustry’s and our nterest to keep the fisherman m business” This
demonstrates collective vision and imterest m the performance of the industry as a

whole

7101 Information Sharing (Commercial)

In ndustnial districts ‘proxmmity of firms and population ensures continuous flows of
technical and commercial information” This 1s certainly the case (with regard to
commetcial mformation) m Howth where 1t 1s commonplace to telephone a
competitor and ask them what they are paying for certain mmputs This 1s a reciprocal
arrangement, relying on communication as a co-ordination mechamsm (Grandort,
1997) There 1s evidence (see Section 7 10 3 below) of technical information sharing
beyond the geographical boundaries of Howth and indeed Dublin that can be

explained by orgamsational rather than spatial proximity
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7102 Resource Sharing

In Howth, the extent of resource sharing 1s limited but none the less evident — between
vertically 1ather than horizontally linked firms Howth Fish Sales shated their
refligeration space with Oceanpath on a regular basis prior to the completion of
Oceanpath’s new production facility This involved Oceanpath having a key to Howth
Fish Sales’ premises so that inputs could be accessed at any time This indicates trust

between the two firms

7103 Information Sharing (Technical)

The sequential or transactional interdependence between ISPG (supplier of farmed
salmon and trout, based 1in Galway) and Oceanpath (buyer of farmed salmon and trout
for processing) has enabled a “learning through interaction” situation to emerge This
1s more famously found 1n high—tech manufacturing industries between the producers
of manufacturing technology and the users (Gertler, 1995) Oceanpath has sourced
mputs from ISPG since its establishment in 1995 Over time, and through repeated
relational and nterpersonal connections as well as a shared institutional environment
(sec below) techmical information and knowledge 1n relation to traceability systems

wetre transferred to Oceanpath so that they could be applied to its production system

Using Bender and Laestadius’s (2005) teiminology Oceanpath’s “mnovation enabling
capability” hes 1n its ability to ‘transform available general knowledge and
competence mto plant, firm or task specific knowledge and competence’ (1e 1ts
transformative capabilities) The way in which Oceanpath was able to transform
knowledge engendered in equipment and specific to another sector of industry (1e
chicken pirocessing) and modify 1t for 1ts own needs has enabled the creation of know-
how and led to new skills and routines being acquired Facilitating the tiansfer to
technical knowledge 1s Superquinn — the leader firm Acting as a “budge” 1t
facilitated Oceanpath’s contact with Carton Brothers — the chicken processors (See

section 7 12 3 below foi further detail )

143



Thirough accreditation to BIM’s 1QS (Insh Quality Salmon) scheme, ISPG and
Oceanpath share sinular operational condittons and codes of conduct in that ISPG 1s
the only salmon farmer 1n Ireland approved under the scheme and Oceanpath 1s the
only secondary processor in Ireland approved under the scheme Sharing similar
operational conditions and codes of conduct are the conditions necessaty for the
cieation of organisational proximity (Burmeister and Colletis-Wahl, 1997, Heanue

and Jacobson, 2001/02)

The interdependence between the firms 1s not just sequential but 1s also pooled It 1s
pooled mterdependencies that are more characteristic of Marshallian industrial
distiicts (Gtandor, 1997) Both Oceanpath and ISPG have allocated resources
(human, financial and temporal) to the promotion of farmed salmon and to the
education of the retailer (Superquinn, buyer of Oceanpath’s processed farmed salmon)

on all aspects of salmon farming !

7104 M of Relatitonship Types and Co-ordination Modes

Whethei these interdependencies and co-operative processes would have developed
spontaneously 1s entirely questionable There 1s certainly a nmix of co-ordmation
mechamsms at play, some of which can be directly attributed to the strategies of a
lcader [irm It 1s possible at this stage to segregate the types of co-operative processes

and the manner 1n which they are co-ordinated

The shaning of technical imformation 1s a by-product of a pre-existing economic or
transactional relationship Information sharing between competitors 1s hmited to
commercial (specifically price) only Although there 1s co-operative competition there
1s still nisk of opportunistic behaviour An economic relationship that has developed
over lime can act as a safeguard agamnst opportunism Where there are repeated
economic ielations there 1s a greater degree of trust This 1s exemplified in the case

where iefiigeration space was shared between vertically aligned firms

"' In August 2004 36 Superquinn employees were brought to ISPG i Galway for a day’s naming in
1cgard to this
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The information sharing between local fish processors can be classed as a social trust
1 ¢ shaied expectations of honest behaviour within a local community (Lorenzen,
2001/02) The trust between vertically linked firms 1s however dyadic trust 1 € mutual

tiust between two firms that ts co-ordinated on the basis of reputation

‘When a firm 1s part of a community in which the likelihood of
interacting with other members 1s relatively high — in game theory
terms, n the case of repeated games — 1t will have incentives to
comply with the dominant conventions in order to maintain a good

reputation (Lorenzen, 2001/02)’

Table 7 9 shows the types of co-operation and co-ordination mechamsms present in
Howth amongst fish processors and between fish processors and suppliers and
summarises what has been said in Sections 7 10 to 7 104 above In each hink -
whether horizontal or vertical — connections can be described in terms of social
netivorks 1e they are both informally created and co-ordinated In horizontal
relationships, the basis for co-operation 1s shared values and commonahity while in
vertical 1elationships the basis for co-operation 1s repeated economic or transactional

cxchanges

Table 79 Type of Co-operation and Co-ordinatton Mechamsms Between Firms
Fish Processing Sector

Type of Co-operation Lk Co-ordination Mechanism
I
Fau competition & Horizontal  Shared values & social trust
collective uction foundations for rules of game N
F
Information Sharing Horizontal =~ Shared values & social trust
(Conumner cial) foundations for rules of game 0
R
Resoui ce Sharing Vertical Repeated transactional exchanges M
Information Sharing Vertical Repeated transactional exchanges A
(Technical)
L
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711 The Evolution of a Leader firm-Suppher Relationship

Oceanpath has been Superquinn’s sole suppher of fresh fish since 1995 (when
Oceanpath was founded) However thete 1s a history of recurrent contracting and
intetpersonal links that predates the establishment of Oceanpath Prior to 1995
Supetquinn sourced fresh fish from a number of different processors but primarily
fiom Lett Doran & Co From the late 1960’s to the end of 1994 Superquinn bought
fish fiom Lett Doran For almost 30 years Alan Ecock handled the Supeiquinn
account The frequent, often face-to-face encounters and repeated exchanges between
lhmself and various Superquinn buyers, but i particular Damien Carolan (Purchasing
Director), facilitated the development of ptocess based trust 1 e trust developed over a
period of time (Lorenzen, 2001/02) and through ‘imputation from outcomes of prior
exchanges [which] provides data for current or future exchanges’ (Dwived: et «l,
2003) Adding to this definition of process-based trust, Lazerson and Lorenzoni

(1999) suggest that 1t involves regular testing of each other’s reliability and probity

It was in 1971, during a fish blockade that commitment on the part of Lett Doran and
m patticular by shareholder/manager Alan Ecock, was first demonstrated At the time,
supermaikets mn Ireland were unable to source fish However, through Alan’s contacts
an artangement was made for Superquinn that enabled it to be the only supermarket in
the country with a supply of fresh fish Ecock’s demonstration of commitment,

teliability and probity led to Superquinn’s trust in him

Throughout the almost 30 year suppher-buyer relationship, exchanges were market
based (1 e on a transaction by transaction basis) and Superquinn practised multiple
sourcing so as to hedge against inaccurate pricing or opportunistic behaviour A
tuming pont in Superquinn’s approach to suppliers can be traced to 1ts involvement
in the Euopean Coca Cola Research Group from 1987 to 1992 (Kelly, 2002)
Thiough mteraction with European counterparts Superquinn learned that supplie:-
tetailer collaboration (SRC), particularly with regard to fresh foods where the retailer
1s the brand (as opposed to manufacturer branded goods), could improve performance
significantly Superquinn’s response to this information was to mitiate a supplier
partneiship with a number of fresh food suppliers 1 e suppliers of beef, chicken, eggs,

fish, cheese and vegetables Superquinn commutted itself to single sourcing — an
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expression of trust in customer-suppler relationships (Harrison, 1994) — provided the
supplier demonstrated commitment, openness and trust (C O T) Commitment tneant
that both sides would fully commit all resources to an agreed change programme
within a given time frame Openness on the supplier sitde meant Superquimn offering
open book costings and transparency n all their dealings with suppliers This

facilitated the evolution of dyadic trust

Superquinn’s 1ationale behind the development of collaborative or co-operative
iclationships with suppliers mimics the strategies of leader firms in Carbonara’s
(2002) study of firms and networks 1n the furmture industrial districts of Bari-Matera,
Foili, Pistora and Udien where leader fitms established collaborative relationships
only with suppliers or sub-coniractors that ‘play a strategic role in the value chain
and/or have a strategic complementary competence’ In this sense Superquinn — as the
lcader —1s determining the strategy It 1s imtating the changes and detetmining the
iules of a new game Ecock was in some sense at an advantage because of the pre-

cxisting cstablishment of trust, which was one of the main rules of the new game

Given Lectt Doran’s history of supply and recurrent contracting and pievious
demonstiations of trust as well as the establishment of reputation through repeated
cxchanges 1t would seem 1nevitable that Superquinn and Lett Doran would enter nto
partneiship with one another However, due to a number of factors such as
unwillingness to comnut to change, reluctance to operate on the basis of open book
and 1 particular 1ts slow rate of development and use of traditional production
techniques, and n general absence of the innovation enabling capability required to
tespond to demand-led change, this partnership failed to emerge Entrepieneurnial
vision on the part of three of Lett Doran’s shareholders spurred them to sell their
shares in the company and form a rival firm — Oceanpath — with the express purpose
of entciing nto partnership with Superquinn Like the leader firms of industrial

districts, Superquinn’s supplier selection process was not purely based on price but
also on rehability, flexibility and innovation capability (Carbonara, 2002)

Superquinn’s buyer expressed the opinion that Qceanpath’s youthfulness was a
positive attribute “Oceanpath didn’t have any baggage — we could mould them just

the way we wanted” (Kelly, Interview, 2004)
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711 1 The Oceanpath-Superquinn Partnership

The partneiship 1s an informal one 1n that no wrnitten contract exists to bind the firms
as paitners  Although the relationship 1s co-ordinated on the basis of structured or
conscious mechanmsms e g mutual monitoring and laison activities, as described by
Grandor1 (1997), 1t may be classed as a social rather than bureaucratic network If for
example the partnership were characterised by both relational contracting and a set of
wiitten 1ules (1€ a contract) then 1t would be deemed a bureaucratic network (see
Table 73 that differentiates between co-ordination mechanisms in social and
bureaucratic networks where the interdependencies are sequential and reciprocal) The
mterdependency between the two firms can be desciibed as sequential This 1s not to
say however that the relationship 1s not characterised by reciprocity In fact 1t bears all
the features of a symmetrical partnership 1e sharing of resources, joint decision-

making, jomnt marketing etc

712 Collaboration and Dependency

To cvaluate the degree of collaboration and dependency in the inter-firm 1elationship
between the leader firm (Superquinn) and the supplier (Oceanpath) we can apply
Caibonara’s (2002) parameters For collaboration, she suggests frequency of
communication, resource sharmng and information sharing about processes and
products as well as co-design practices Carbonara (2002) uses a binary system of
cvaluating these parameters, 1 € high or low (not numerical) Where all the indicators
aie given a high value then there 1s a high degree of collaboration For dependency,
the patameters are the degree of exclusivity of the relationship and the degree of
depcndence on technology and knowledge Simularly, where there 1s a high value
attaching to all then a high degree of dependency is implied Table 7 10 illustrates the
degiee to which the relationship between Oceanpath and Superqumn 1s collaborative
and Table 7 11 ndicates the degree of dependency Elaboration on each of the points

will shed further light on the nature of the relationship
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7121 Frequency of Communication

The petsonal and frequently face-to-face contact between Ken Ecock (Oceanpath’s
business i1clation’s manager) and the buyer, Brian Kelly (Superquinn) in terms of
knowledge transfer processes can be described as a medium with a high degree of
richness 1 e 1t facilitates equivocality reduction (Albino et al, 1999) The frequency of
communication 1s facilitated by the fact that both Ken and Alan Ecock have swipe
access passes to Superquinn’s head offices mn Sutton where they can meet with
Superquinn personnel on both an informal and formal basis and access any
documentation relating to the seafood category (as 1If they were a Superquinn

cmployee)
712 2 Resource Sharing

In terms of tesource sharing, Superqumn have assigned personnel for co-marketing
and co-generation of new production development ideas — meetings for which ate
held cvery two months In 2002, when Oceanpath built a new production facility (at a
cost of €3,000,000) Superquinn guaranteed a loan for its development without which
it would not have been built Through the partnership arrangement Oceanpath can
avail of Supcrquinn’s scale in terms of buying power which has enabled Oceanpath to
make cost savings on the purchase of non-input matenals like stationery and
protective clothing but also on mput matenals like sauce ingredients for value added

ptoducts

Prio1 to the completion of the new production facility Ken Ecock occupied an office
i Superquinn’s nearby head offices in Sutton For six months he acted as
Superquinn’s buyer (while suitable candidates were being sought) without
temuncration At the same time the Oceanpath manager was able\ to access
Superquinn resources (as 1f he were an employee) This 1s all evidence of reciprocal

1esoutrce sharing

712 3 Information Sharing about Processes and Products
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The leader firm can act as a valuable soutce of knowledge providing ‘information
about the supplying markets, training on quality management, and production
techniques, collaboration at the beginning of the order, visits to check the state of the
otder etc’ (Carbonara, 2002) Where Superquinn has not had direct knowledge of a
process o1 aspect of production 1t has acted as a gateway to that information for
Occanpath Boschma and Lambooy (2002) class this type of leader firm as a “bridge”
lcader firm They suggest that bridge leader firms ‘pass on benefits of external and
global Imks by transferning external knowledge’ (Boschma and Lambooy, 2002)
Before Oceanpath installed a traceabtlity system they examined the traceability
system 1n place i the Carton Group’s chicken processing operations (based in Co
Cavan) and adapted 1t for fish processing (Carton Group 1s another Superquinn

suppher )

Table 710 Application of Carbonara’s (2002) Proxies for Collaboration Between
Leader Firm and Supplier to Superquinn and Oceanpath Inter-firm Relationship

Parameters for  Value Between Superquinn & Oceanpath
Degree of

Collaboration

Fiequency of High e Daly contact — telephone, e-mail and face to
Communication face Interaction

Resouice High e Personnel

Sharing ¢ Financial

e Buying power
e Office space & Equipment

Information High e Market information — what consumers are
Sharing about buying via access to SAP

Processes and e Bndge to information — access to technical info
Products via Superquinn’s other partners

¢ Quality Assurance
e Traceability

Co-design High e New product development — 1deas are co-
Practices generated

e In-store product presentation

e Joint marketing

e Launch of new quality standaids
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Supetquinn, over a number of years and through a process of empirical learning (1 €
lcaiming by doing, learning by using and trial and error processes (Carbonara, 2004))
with 1ts othet perishable food partners, has developed its own in-house quality
assuiance/hygiene standard This standard has tesulted in the “codification” of
technical and organisational knowledge with regard to “quality” procedures in
production processes — the resulting “‘codebook’ 1s the Superquinn Hygiene Manual
Leader firms m Italian industrial districts, to contiol each aspect of production, have

uscd this codification procedure

‘By the codification process and the consequent higher knowledge
transfer speed, the leader firm has been able to improve the
knowledge communication and acquisition processes In other
wotds the leader firm has reduced the uncertainty and equivocahty

of the transferred knowledge related tasks’ (Albino et al 1999)

A more recent development has given Oceanpath access to market information
thiough Superquinn’s SAP'? system This 1s an example of both resource sharing and
information sharing As a valuable market tool, SAP can provide Oceanpath with data
on i1cal time product sales that can assist in determining what inputs to souice, for
example what type of fish to buy and which value added product lines to expand
upon, 1educe o1 withdraw This information 1s also useful 1n any dealings Oceanpath

has with other customers (retailers)

At this point we can return to Bender and Laestadius’s (2005) “innovation enabling
capabilitics” as raised 1in Section 7103 above In addition to transformative
capabilities they suggest that configurational capabilities enable innovation processes
By this they mean ‘an enduring ability to synthesise novelty by creating new
configumations of knowledge, artefacts and actors’ Oceanpath, again using Bender
and Laestadius’s (2005) terminology, may be classed as a firm with a second or third
starter nnovation strategy By this, they mean that new product or process

technologies ate too risky and too costly to pursue Instead, such firms watch new

"2 SAP 15 a computenised system that facilitates management of all aspects of 1etai} value cham, fiom
forecasting and planning to allocation and replemishment
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developments either on the market or at ttade fairs In fact, these are exactly the

tactics pursued by Oceanpath (Ecock, Interview, 2004)

If the novelty (observed on the market or at trade fairs) is of imterest, Bender and
Laestadius (2005) suggest that firms seek a partner from whom the appropriate
technology can be acquired The success of such a strategy depends upon * both the
available know-what and know-where and the accessibility of financial and other
1resowces to keep knowledge constantly up to date’ (Bender and Laestadius, 2005) In
this sense Superquinn has significantly enhanced Oceanpath’s configurational
capabilities by providing financial support for the modification of production systems
and attendance at trade fairs (As indicated below 1n Section 7 15 Oceanpath attends

trade fairs under Superquinn’s name)

7124 Co-design Practices

We can mterpret co-design practices as any jomt approach to product design
involving the two firms Despite the fact that Superquinn 1s the brand on any value
added meal produced by Oceanpath, Oceanpath have an mput into 1ts development
and final presentation Simlarly, with regard to marketing of products, Oceanpath,
along with the Superquinn marketing team, develop in-store marketing campaigns
Theie 1s therefore an mtensive interdependency between the two firms 1e ‘joint
application of complementary resources to a common problem n an mtegrated way’
(Grandon, 1997) The co-development of the IQS (Irish Quality Salmon) standard
under the umbrella of QSP (BIM’s Quality Seafood Programme) reaffirms the claim
that theie 15 an intensive interdependency Along with BIM, Superquinn and
Oceanpath collaborated to launch a new standard for the packing and handling of
farmed salmon which, as yet, has not been implemented by any other secondary

processor o1 retailer

7125 Degree of Dependency

Exclusivity 1s unilateral between Superqummn and Oceanpath In other words,
Oceanpath 1s Superquinn’s only suppher of seafood yet Oceanpath have other

customers — among them some of Superquinn’s competitors e g Dunnes Stores
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Sumilarly, while Superquin may obtain certain chicken products only from the Carton
Gioup, Carton are free to sell to other retailers and, in fact, have a strategic alliance
with Musgraves, too In Carbonara’s (2002) examnation of eight leader firms the
degice of exclusivity was high in all cases However, where exclusivity evolves into
monopsony — that 1s where the leader firm stipulates that the supplier 1s to deal solely
with them — dependence 1s not in the best interest of the supplier Harrison (1994)
argucs that the emergence of oligopoly power as exemplified 1n the case of leadel
firm, Benetton, its subcontractors and sub-supplers, 1s detrimental to co-operative
competition 1 industnal districts However, where exclusivity 1s as described n
Supecrquinn and Oceanpath’s case, the leader firm encourages the suppher firm ‘to
develop multiple relations with other final firms, rather than seeking to hold them
hostage’ (Lazerson and Lorenzoni, 1999) Through Oceanpath’s continuous relations
with other customer firms (e g SuperValu, EuroSpar and Dunnes Stores) 1t can avail
of ‘many more pomts of contact and information than agents working within
hieraichical organisations where information 1s often purposely himited’ (Lazerson

and Loicnzoni, 1999)

In assessing the degree of dependence that the supplier has on the leader firm for
technology and knowledge, Carbonara (2002) states that such technology and
knowledge 1s the property of, or 1s owned by the leader firm Superquinn has not
duectly provided technology but 1t has been the driving force behind Oceanpath’s use
of new processes and automated production (see below) With regard to Superquinn
as a source of information there is a high degree of dependence This dependence ts,
lo some extent, reciprocal Superquinn needs Oceanpath’s knowledge of products and
of the seafood sector as a whole to ensute that 1t 1s a “knowledgeable” retailer
(cspecrally 1in light of the fact that its brand name 1s on Oceanpath-produced value
added meals) For Oceanpath, knowledge in relation to consumer tastes/demands,
quality standaids and orgamisational admnistration obtamned from Superquinn, has
enabled 1t to become one of the top wet fish processors in Ireland (Crowne Interview,
2004, Lane, Interview, 2004, Smuth, Interview, 2003) An additional proxy may

therefoic be proposed 1 € dependence on leader firm for strategic development
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Table 711 Application of Carbonaa’s (2002) and Additional Proxies for
Dependency Between Leader Firm and Suppliet to Superquinn and Oceanpath Inter-
firm Relationship

Parameters for Degree of Value Between Superquinn & Oceanpath
Dependency

Degiee of Exclusivity of High e Superquinn has no other supplier
Relationship /Low of fresh fish

e Oceanpath 1s free to supply to
other retailers

Degree of Dependence on High ¢ Superquinn 1s Oceanpath’s
Technology and Knowledge “bridge”
¢ Superquinn needs Oceanpath’s
expertise m seafood

Degt ee of Dependence for ~ High e Superquinn’s strategic guidance
Strategic Development led to Oceanpath’s status as top
wet fish producers

In using Carbonara’s (2002) parameters to assess the degree of collaboration between
Superquinn and Oceanpath we can conclude ultimately that the relationship 1s a
collaborative one Having established this, we can examine in more detail the changes

that have taken place within Oceanpath since 1t has become aligned with Superquinn

713 Changes and Innovation 1n Oceanpath

‘The district leader often has a relevant role i the introduction of  a modification
Production process automation, quality control, computer aided design are some of
the activities that the leader firm tends to promote within 1ts orgamisation and to
requue fiom 1its suppliers’ (Albino ef af, 1999) In addition, leader firms can promote
new product development and the introduction of organisational change for example

n the form of planning processes and operation management

To examine the extent of change that Oceanpath has undergone since 1ts inception we

shall discuss it with regard to 1) 1its production process, 11} 1ts products, and 111) 1ts
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mternal 01gamsatlon13 An assessment 1s made as to whether this change would have

occuired n the absence of a relationship with Superquinn
713 1 Changes in Oceanpath’s Production Process

When Oceanpath commenced production 1n 1995 1t did so using simple and largely
manual techmques Fish would amve at the (old) premises whete 1t was 1mtially
1eftigerated When required, 1t was filleted, packed and labelled and then distributed
The quahty checks were of a very basic nature — purely sensory and without any
probing When fish arrives at the premises now 1t 1s probed, the temperature s
checked and the weights recorded and cioss-checked agamst the weights that were
cxpected A computer based factory management system records all thus data which 1s
then kept on file Tracer tags are then allocated to each box of fish The tracer tag, 1f
scanned, shows the temperature 1t has been stored at and where 1t has come from i e
the name of the boat, co-op, fish farm etc Although traceability has been a legal
requuement since the 1*' of Tanuary 2004 QOceanpath has had thus system in place
since 2002 For Superquinn, the ability to show where 1ts fresh produce 1s sourced 1s
of utmost importance Under the agreed change and development plan this was a

Superquinn requirement

Once Oceanpath occupied 1ts new facility in October 2002 1ts operation became much
mote automated Prior to the move, salmon cutlets and skinless and boneless products
for example, were produced manually This process meant that filleters had to remove
skin manually and pluck each bone by hand At that time only 25,000 cutlets could be
produced 1n a week Since automation and the introduction of a skinning and boning
machine, the number of cutlets produced in a week has increased to 120,000 The
same numbers of filleters aie employed now as when the process was manual, as they
ate 1equired to prepare the fish for machine processing A new packing machine has
chamatically increased Oceanpath’s output of pre-packed products When packers had
to cling-wrap products by hand approximately 1,000 to 1,200 packets were produced
mn a day Since the introduction of the packing machine the same number of units can

be produced in an hour These improvements can be directly attributed to Oceanpath’s

" Interview with Ken Ecock of Oceanpath included questions on change and development m these
thiee ateas See Appendix C for Oceanpath’s inte1view questions
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partnership with Superquinn Superquinn required that output capacity be increased in
order to cope with the demand of in-store promotions Rather than just stating its
requuements, Superquinn lent 1ts support to ensure the successful implementation of
mote automated processes by providing technical information via 1ts other partners

(namely its chicken partner, Cartan Brothers)

When questioned on the standard and type of processing equipment that has been
mstalled 1 Oceanpath, BIM representatives commented that s was unusual for a firm

of Oceanpath’s size to have such high tech machmery

Related to changes in Oceanpath’s production process, 1s the introduction of quality
standards This has had implications not only for production but for mternal
organisation also as employment of a QA (quality assurance) manager was a
Supcrquinn stipulation  Accreditation to the BRC (British Retail Confederation)
hugher-level global food standard in July 2004 has superseded other quality assurance
schemes such as Superquinn Hygiene that Oceanpath had previously operated under
Having a BRC certificate means that Oceanpath 1s approved to supply retailers like
Samnsburys, Safeway and Tesco as well as Superquinn  As the only seafood processor

in reland with this standard Oceanpath has acquired a distinct competitive advantage

Similarly the mtroduction of the IQS standard - a standard developed jontly with
Superquinn and BIM — has also given them a competitive advantage As stated 1n
Section 7 12 4 Oceanpath 1s the only secondary seafood processor to have acquired

the standard

713 2 Product Changes

In 1995 Oceanpath mainly produced white fish such as cod and haddock In 1998 1t
inttoduced tuna and swordfish and more recently 1t has introduced strawberry
giouper Product changes have been influenced by changes in consumer taste —
information on which 1s supplied by Superquinn market research In addition to these
changes, Oceanpath has developed a value added range on the request of Superquinn

Through a process of trial and error, products are invented and then given a three-
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month trial period on Superquinn shelves Depending upon sales levels the product 1s

continued ot withdrawn

713 3 Oiganisational Change

Organisational change within Oceanpath can be attributed to its accreditation to
quality assurance standards The “‘codebooks” n relation to quality practices specify
cettamn action in relation to general 1nanagement practices, personnel management,
factory management, production management as well as transport and systems

management

7 14 What Has The Partnership Meant To Superquinn?

Superquinn has wet fish counters 1 all of 1its 19 stores As Superquinn has giown so
too has 1ts ability to provide fresh fish The category represents approximately 1 8 per
cent to 2 per cent of Superquinn’s turnover It therefore cannot justify a dedicated
seafood buyer However, without Oceanpath as a partner the seafood category alone
would occupy 30 to 40 per cent of the Superquinn buyer’s time As Oceanpath’s
business telations manager does much of the work m relation to this category the
Superquinn buyer 1s free to concentrate on his other categories 1 e bakery and fruit
and vegetables “It’s like having a buyer without having a buyer” Brian Kelly

(Superqumn Buyer) said referring to Oceanpath’s business relations manager

The partnership has enabled Superquinn to have control over standard and quality of
production without having to vertically imtegiate The Superquinn-Oceanpath
partneiship could be described as quasi-vertical integration (Langlois and Robertson,
1995 p138) In the context of mnovation Superquinn has been able to add expertise
and knowledge specific to the fish processing industry to its distinctive competencies
n 1etaifing and marketing We can conclude that there 1s a high degree of co-

ordination mtegration without ownership integration
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7 15  Discussion and Further Analysis

The inter-firm relationships described 1 this chapter highhght the ments of co-
ordinated 1ather than independent action Co-ordination mechanisms outlined aie
vatled and depend upon both the relationship type and the anticipated outcome of the
relationship Organic forms of horizontal co-operation amongst fish processors in
Howth aire co-ordinated purely on the basis of norms of economic behaviour which
are both place specific and historical in context m that they have evolved over time
thiough (local) social interaction The degree to which these relationships (amongst
fish processors) are co-operative are limited though none the less notable Unlike the
ltahian mdustrnial districts there 1s no evidence of flexible specialisation or 1esource
sharing amongst processors However, the creation of a climate of co-operative
competition 1 which inputs are sourced having regard to all (local) processors needs
demonstiates a collective approach to the sourcing of mputs The means through
wltich values and norms of behaviour are propagated 1s the family All of the firms in
Howth aie family owned and have had a long association with a location on the pier
Additional attributes of this co-operatively competitive environment include the

shaiing of commercial information e g prices paid for inputs

Aside fiom co-operative, non-transactional links there are real economic
interdependencies between the firms due to the structure of the sector and the way in
which firms diverge from pure processing (e g wholesale transactions between
Oceanpath and Lett Doran) that remforce their co-location from a logistical

viewpoint

Stll attached to place, but not specifically, are those (vertical) relationships co-
ordinated on the basis of repeated economic exchanges — both organically co-
ordmated and informally created In the case of the processor, Oceanpath, and the
boats (local and non-local suppliers) co-ordination is based on sectoral norms of
conducting business and a collective vision for the whole of the industry which

endeavouts to ensure that each actor along the supply chain stays in business

Locally, vertical relationships (e g between the auction house and Oceanpath) have

led to resource sharing 1e sharing of refrigeration space Such co-operation 1s co-
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ordinated less on the basis of social trust and more on the basis of trust derived from
tepeated economic transactions The sharing of resources 1s very much connected to

their co-location, as ease of access to inputs is essential

How the firms compete mean that there 1s scope for co-operation Each of the fitms
has developed either product or market niches that enable them to co-operate with one
another and at the same time avoid direct competition with one another Uncertainty
m terms of level and consistency of supply due to depleting fish stocks as well as
quota limuts mean that the only guaranteed supply 1s via aquaculture production
Thiough co-operation between complumentary processors (1 € processors of shellfish
and processors of white fish) sharing of supply has helped to keep the channels for

obtaimming wild species open

Gtaduating to more conscious forms of co-ordinated co-operation 1s the veitical link
between Supeirquinn and Oceanpath where a high degree of co-ordination integration
i1s evident Differing markedly from some of the leader firm — supplier relationships of
the Italian Industnal districts, in particular the Benetton oligopoly where links with
second and third tier suppliers are subject to unilateral controls - Oceanpath and
Superquinn enjoy a collaborative, reciprocal and bilateral arrangement On the one
hand Superquinn has directed much of Oceanpath’s strategic (automation,
traceability, quality upgrading, value added production) and managenal functions
(quality assurance manager) as 1n the Flagship model (Rugman and D’Cruz, 2000)
while at the same time bridging the gaps in technical information by hnking 1t to
appropriate sources of knowledge (1e other Superquinn partners) Superquinn has
been the source of external knowledge or the channel through which external
knowledge has been recerved and which ultimately has led Oceanpath to innovate in a
number of different ways e g automating, traceability, new product development
(value added products) We suggest that Superquinn has significantly enhanced
Oceanpath’s configurational capabilities by providing financial support for the
modification of production systems and attendance at trade fairs thus enabling them to

putsue their second or third starter innovation strategy

In stark contrast to an oligopoly where the power resides in the leader firm,

Oceanpath has been able to, in the words of its business relations manager, “cash n”
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on then association with the retailer and win new custom from other retail multiples,

namely Dunnes Stores, EuroSpar and SuperValu

Langlois and Robertson (1995) argue that reciprocity in network 1elations 1s
attuibutable to a high degree of ownership rather than co-ordination integration They
outline that m Japanese networks leader firms tend to hold a stake in their supplier
companies It 1s this financial commitment and ‘interest in the prosperity of their
suppliers” which acts as ‘an mcentive to engage 1n reciprocal cooperation’ With no
ownetship ties or even a contract to bind the firms as partners this case shows that the
teverse 1s true Despite huge resources - human, money and time - having been
invested by Superquinn m Oceanpath, its reward for engaging i a reciprocal
arrangement 1s not a share in Oceanpath’s profits but rather an increase 1n 1ts own due
lo a continuously improving, high quality wet fish counter 1n all of 1ts 19 retail outlets
In effect 1t has acquired the benefits of vertical integration without vertically
integrating — what may be termed quasi-vertical integration (Langlois and Roberston,
1995 pl38) The blurring of boundartes between the two firms 1s engendered 1n
specific actions, for example Oceanpath’s business manager’s alleviation of the
Superquinn buyer’s workload by 40 per cent or Oceanpath attending trade fars under

the name of Superquinn

One would expect the co-ordmating mechanisms employed to regulate or govern the
partnetship to be “bureaucratic” (Grandon, 1997) in nature (1 ¢ contractual) Instead
dyadic tiust expressed in a number of different ways takes the place of a wrntten
conttact e g through open book accounts on each side and reciprocal freedom to
access each other’s premises Mutual monitoring in the form of fortmightly meetings
and haison activities (via telephone, e-mail and face to face interaction) between
Superquinn’s buyer and Oceanpath’s business relations manager on a daily basis
ehminates moral hazard and indicates a relationship co-ordinated on the basis of

social means (Grandort, 1997)

The paitnership emerged less because of close proximity to one another and more
because of a history of mter-personal hinks between Superquinn buyers and one of
Oceanpath’s co-founders ~ However co-location has enhanced the degree of

collaboration between the two firms as ad hoc meetings can be arranged speedily
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Fiom Superquinn’s perspective the motivation for partnership can be linked to a
climate of uncertainty with regard to food safety By opting for a single supplier 1t
could control the standard of production giving it a competitive advantage over 1its
tetail competitors Structural change m the industry (within the last 10 years) due to
consolidation on the purchasing side 1n the fish-processing sector resulted in either the
consolidation of processors or processors searching for ways of differentiating
themselves In industry life cycle terms the fish processing sector lies within the
specttum of steady evolution (see Section 2 4 7 in Chapter 2 for a description of this)
To cope with structural change firms have been known to upgrade the quality of
production or mndeed automation levels (e g in the industrnal district of Prato, Del
Ottati, 1996) but not without external affiliation Without entrepreneurial vision on
the part of Oceanpath’s founders, the firm may not have coped with uncertainty and
change n the manner that 1t has done and quite possibly may not have entered into

partneiship
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Chapter 8: Inter-firm Relationships 1n the Printing Industry

81 Introduction

This chapter focuses on nter-firm relationships in the printing industry, n particular
the telationship between four North Dublin based firms (1e Cahill Printers,
Coloutbooks, Coleridge Fine Arts and Smurfit Web Press, now Lithographic Web
Piess after a merger with Universal Lithographic) and one South Dublin based firm
(Ewoscieen, now E-Brook after a merger with Brookfield) These firms came
together 1n February 2002 to form a strategic horizontal alliance 1n the form of a non-
equity joint venture called the Printing Consortium of Ireland (PCI) The evolution of
the 1elationship 1s traced 1e the motives for the creation of the consortium, the
enviionmental conditions leading to 1ts development and its governance structures,
paying patticular attention to the role of imterpersonal trust fostered through trade
association participation The performance of this co-operative venture 1s assessed
To give context to the inter-firm relationship a review of the sector n terms of

industiy performance, structure and history 1s presented

The 1csearch questions are as follows

1) In a chmate of intense mter-firm rivalry and 1n a sector where (horizontal)
mter-firm relationships have generally taken either one of two extremes viz
informal 1eferrals to competitors or horizontal integration in the form of
mergers and acquisitions, how did five competing (1€ horizontally aligned)

firms collaborate to form a consortium?

2) How has a shared location contributed to the development and operation of the

consortium”
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82  Contingencies of Relationship Formation

Oliver (1990) performed a significant review of inter-organisational hterature dating
from 1960 to 1990 in which she revealed a number of critical contingencies of
telationship formation ‘These contingencies aie the causes that prompt or motivate
organisations  to enter into relationships with one another’ (Oliver, 1990) Inter-
firm 1elationships m this chapter are confined to horizontal alhances — an alhance
being an agreement between two or more companies at a particular moment A
stiategic alliance however, implies a long-term perspective in which there 1s a period
of sustained interaction 1n the pursuit of common objectives (Pyka and Windrum,
2003) Tt1s generally accepted that the underlymg driver of inter-firm relationships,
whether foimal or informal, 1s firms’ desire to attain competitive advantages that as
mdividual fiums they would be unable to achieve (Sherer, 2003, Ebers and Tarillo,

1997/1998, Porter, 1998)

Networks, which Sherer (2003) describes as alliances developed for, among other
purposes, co-marketing, co-production and resource sharing can offer ‘matenal
benefits such as increased sales and/or lower costs  and developmental benefits such
as learning to adapt to changing economic environments’ An alliance 1s a specific
form of inter-organisational network where each organisation retamns control over 1its
own resources but decides jointly on their use (Brass ef a/, 2004) Rather than listing
the motives for alliance formation 1n an ad hoc manner, Ohiver (1990) has categorised
the 1easons for mter-orgamsational relationship formation under the following
hecadings necessity, asymmetry, reciprocity, efficiency, stability and legitimacy
These lend themselves readily to empirical application and can be used to trace the

motives for the formation of the PCI

Impoitantly, Ohver (1990) acknowledges that the ‘decision to mitiate relations with
another orgamsation 1s commonly based on multiple contingencies’ and may not be
Imited to one or other of the above In addition to her proposed six generalisable
detcimmants  of inter-orgamisational relationships, Oliver (1990) outlines the

facilitating conditions for the formation of six relationship types 1n each of the critical
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contingencies The most relevant of these 1elationships 1s joint ventures — the motives

and factlitating conditions for the formation of which are outhned 1n Table 8 1

Through categorisation of motives Oliver (1990) implies but does not explicitly state
a fundamental point, namely that alhances, in what ever form they take, 1 equity
joint ventures, minority equity alliances, bilateral contract based alliances or
unilateral contract based alliances (Das and Teng, 2000), are drniven by external
factors generated 1in the wider economic and business environment that force firms to
seek competitive advantages through relationship formation It 1s apparent therefoie
that foi each of the contingencies there exists a set of external conditions that
presciibe firms’ behaviour These may vary significantly from industry to industry
and cannot therefore be generalised However, Grandort (1997) indicates a link
between industry hife cycle and inter-firm relationship formation that 1s not particular
to industry type She suggests that © joint ventures are most frequently adopted 1n
matwe mdustries where 1t 1s critical to capture economies of scale and scope’ (The
role industry life cycle has to play in dictating specific types of actions 1s discussed 1n
Section 24 7 in Chapter 2) Using empirical information, we can assess external

conditions as they apply to the formation of the PCI

83  Additional Consideration of Motives and Facilitating Conditions

Ohiver (1990) has, 1n exploring the determmants of inter-organisational relationships,
imphicitly mcoiporated two, conflicting rationales for the formation of strategic
alhances 1 e the transaction cost rationale (Coase, 1937, Williamson, 1975) and the
iesouice based rationale (Kogut, 1988 referred to mn Das and Teng, 2000) In
weighing up the most appropriate relationship type 1e market, hierarchy or jomnt
venturc where increased efficiency 1s the motivation, the costs of monitoring,
contiolling and co-ordinatmg each are assessed with the lowest cost option pursued
(Ohver, 1990) Where the motive for joint venture formation 1s reciprocity 1€
icsource mtegration among firms, ‘co-operative relationships [are] driven by a logic
of strategic resource needs and social resource opportunities’ (Eisenhardt and
Schoonhoven, 1996 referred to 1n Das and Teng, 2000) The resource based theory of

stratcgic alliances (Das and Teng, 2000) which can be traced back to the work of
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Pentose (1959) 1s 1n part applicable to firms operating i the printing sector for
1easons 1elating to the rate of technological change and the weight the industry
attaches to the use of capital intensive resources such as the latest technology printing
presses (property based resources) as well as technical and managerial systems
(knowledge based resources) The emphasis 1s on value maximisation as opposed to

cost mininusation (Pyka and Windrum, 2003)

What this indicates 1s that both the transaction cost approach and the resource based
appioach are valid analytical tools in the assessment of joint venture formation
However, the choice of one rationale over another (as highlighted 1n the above

patagraph) depends upon the particular motivations for joint venture formation

Table 8 1 Motives and Facilitating Conditions for Formation of Joint Ventures

Ohver’s (1990) Six Contingencies and Facilitating Conditions
For Formation of Jomnt Ventures

Asymmetry

Reuprocity

Efficiency

Stabihity

Legitimacy

Motives

Enhance market power and
1mprove competitive position
against nvals

Obtain synergies m technology
o1 information sharing,
Sharing of resources where
scarce

Increase economies of scale and

overcome capital restraints

Adaptive response to
environmental uncertainty,
Risks are shared

Enhance profile n industry

Facilitating Conditions

Threat of erosion of partners’
compefitive position 1s low

All partners are on equal footing
1 e balanced bargaining position

Low cost of inter-firm relationship
relative to market or hieraichy
alternatives

High nisk in entering new market

Oor engaging in new activities

Needed for local legitimacy n
host country or new market

To hedge aganst uncertainty and to create stability or predictability the creation of

inter-o1gamsational relationships 1s viewed as an adaptive strategy to environmental
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uncertainty (Pyka and Windrum, 2003, Oliver, 1990) Dickson and Weaver (1997)
found mn their study of 433 Norwegian manufacturing firms that environmental
uncertainty, which includes, inter alia a rapid pace of technological change and
unpredictability of markets, led to the formation of alhances Brass et al (2004)
mmdicate that in a climate of uncertainty pre-existing ties are particularly important,
these can manifest themselves at the inter-personal and inter-organisational levels,
which implies that the role of trust and a firm’s reputation are factors in facilitating

the creation of a co-operative alhance
831 Trust and Firm Reputation as Faclitating Conditions

In nter-organisational network relations among individuals from different
orgamsations there 1s a strong emphasis on “personalised” or social networking
Ohver and Liebeskind (1997/98), with the same tone as Coleman (1990) and
Granovetter (1985), believe that

‘Exchanges take place within the context of socially established trust
relationships such as those that exist among members of a close
community, cultural groupmg or profession In these situations shared
norms, comnion socialisation processes and information monitoring
and sanctioning systems all engender trust which then serves as

lubricant for economic exchange’

Brass ef al (2004) distinguish between interpersonal trust and inter-organisational
trust They suggest that the creation of an alliance may be attributable to trust
between imdividuals from different orgamsations but that the success of inter-
organisational co-operation 1s dependent on trust between organisations For example
an mdividual 1n one organisation may trust another organisation but not an idividual
within that oigamsation For the most part, relational trust underpins alliance
formation and operation as parties ‘use nformation from prior interactions to judge
cach other’s rehability’ (Brass et al, 2004) The nature of trust between the five PCI

flims 1s examined in Section 8 9

Fiim 1eputation 1s an important element in the partner selection process in alliance
formation A firm with a positive reputation can instil trust and lead to iter-firm co-

opetation (Oliver, 1988) In the formation of hornizontal alliances 1e amongst
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competing firms, a competitor firm’s 1eputation for integrity and trust increases its
atlractiveness as a potential partner (Dollmger et al 1997) Depending on the
theoietical standpoint the benefits of reputation can be construed in different ways 1 ¢
as one of the key asset bases and a source of rent and profit (resource-based theory),
as an element which adds value and transforms a zeio sum game mto a positive sum
game (game theory), and as a mechanism for the reduction of transaction costs

(ttansaction cost economics) (Dolhnger et af, 1997)

84 Structural Characteristics of Alliance Formations

Governance stiuctures of jomt ventures are either equity alliances or non-equity
alllances An equity joint venture 1s 'an alliance form that combines resources from
mote than one organisation to create a new organisational entity (the child) distinct
fiom 1ts parents' (Currall and Inkpen, 2000) Non-equity alliances do not involve the
trtansfer of equity nor do they usually entail the creation of a new organisation
(Currall and Inkpen, 2000) Non-equity alliances can take many different forms and
involve a mix of co-ordination mechanisms What 1s common to all however 1s therr
“bureaucratic” nature 1e formalisation through contractual relations (Grandon,

1997)'

Consortia, according to Giandon (1997), aie buireaucratic netwoirks due to their

contractual nature She adds that

‘In hotizontal relations, the consortium 1s a structural alternative to
the association, allowing firms to pool similar or complementary
resources, thereby, in the first place, mstituting strictest quality
control over access and thereafter, over the maintenance of quality

and productivity standards’

' See Table 7 3 m Chapter 7 for fuither detail on social and bureauctatic networks
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85 Case Study Context
851 A Brief History of Printing in Ireland

Printing 1s one of the oldest manufacturing sectors 1n Ireland (Tynan, 2002) although
in European terms 1t 1s considered to be a late arrival, reaching Ireland a century after
Johann Gutenberg’s mnvention in Mamz® (Kinane, 2002 p7) In 1934 the School of
Piinting was established 1 Bolton Stieet Technical College, Dublin® where the
Young Mastet Printers’ Association was launched This saw a rise 1n the standard and
quality of typography in Irish publications (Kinane, 2002 p35) In 1961 printing was
the Republic of Ireland’s fourth largest industry however technological advances such
as computer typesetting and offset hitho printing began to displace tiaditional
lettetpress technology These changes coupled with the o1l crises of the 1970s led to

several business failures (Kinane, 2002 p38)

‘Iniish printers have always been general jobbing houses’ because there was never
enough work to sustain any one specialist area of production (Kinane, 2002 p39) An
exception to this arose n the ten year pertod from the mid-1980s the mid-1990s when
a specialist area — software manual printing — came to the fore This specialisation can
be duectly attributed to the very high demands created by the presence of foreign
owned subsidianes of software companies (Section 3 4 2 in Chapter 3 describes the
software manual printing industry in more detail) In general, however, the rise n
employment n the industry i 1990s (see Figures 8 1 and § 2) can be attributed to

changes in printing technology that allowed for economic production of short runs

* 1is took place 1n the 15" century
Now called Dublin Institute of Technology (DIT), Bolton Sticet
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Figure 8 1 Employment in Paper Print and Packaging in North Dublin from 1985-
2001
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Although we are concerned with firms i the printing industry, classification of
activity 1t 1s difficult to pmnpoint due to the large degree of overlap in firms’ core
business In other words firms’ activity can be described using more than one NACE
code To outlne the degree of employment concentration across firms in North
Dublin ielative to the nation we have cluded all relevant NACE codes 1€ 2112 to
2225 1n the calculation of location quotients (see Table 8 3 below) We have also

distingmished between the concentration of indigenous and foreign owned industry
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Figure 82  Employment in Paper Print and Packaging 1n Ireland from 1985-2001

Employment in Paper Print and Packaging in Ireland
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Table 8 2 clearly shows the strength of concentration of employment and number of
firms (indigenous and foreign owned) n the paper, print and publishing sector 1n
Noith Dublin Table 8 3 shows that there 1s a high concentration in individual sub-
sectois but that these are confined to indigenous firms What these data tell us, most
importantly, 1s that there 1s a history or sustained period of concentration in North

Dublin relative to the nation

Additional figures, presented in The Print and Packaging Forum’s recently
commissioned study of the idustry (McKeown, 2005), mndicate that 54 per cent of
people employed 1n the paper, print and publishing industry are located in Dublin
McKeown (2005) suggests that this relatively high concentration of employment in
Dublin 1s most unusual given that on average only 23 per cent of all manufacturing

employment 1s located in the region
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Table 8 2 Concentration of Employment (as measured by location quotient) and
Number of Firms in Paper, Print and Pubhishing (NACE 21-22) in North Dublin
1985-2001

Location Quotient No of Location No of
for Indigenous Indigenous Quotient for Foreign
Industry Firms Foreign Owned  Owned firms
Industry

2000 272 71 275 6

2000 283 72 260 0

1995 311 69 244 7

1990 267 69 244 7

1985 227 79 259 7

Sonurce Own Calculations Based on Foifas Unpubhshed Employment Data 1985-2001

Table 8 3 Pattern of Concentration (as measured by location quotient) of Key

Indigenous Paper, Print and Publishing Sub-Sectors® m North Dublin

NACE Description 1985 1990 1995 2000 2001
Code
Location Quotients
2112 Manufacture of paper and 373 339 373 224 228
paperboard

2121 Manufacture of corrngated paper 262 327 362 340 346
and paperboard and of containers
of paperboard

2123 Manufacture of paper stationery 211 334 480 531 503

2213 Publishing of journals and 272 303 420 403 385
periodicals

2222 Printingnec 237 292 337 320 309

2223 Bookbinding and finishing 790 670 859 800 737

2224 Composition and plate making 239 470 650 724 677

2228 Other activities related to printing 508 469 582 383 398

Sowrce Own Calculations Based on Foifas Unpublished Employment Data 1985-200/1

* Key pimting sub-sectors are those that have a location quotient above one and where employment 1s
spread actoss three or mote firms LQs for foreign owned sub-sectors are above 1 However
employment 15 confined to just one o1 two firms 1n each and they have therefore been onutted
\
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853 Importance of Industry

Amongst indigenous firms i North Dublin paper, print and publishing 1s the biggest
employment provider, accounting for 213 per cent of employment (Forfas,
unpublished employment data, 2001) When combined with employment in foreign
owned firms the mndustry accounts for 9 53 per cent and stands fifth in terms of
employment provision 1n the region Nationally, 18,858 people are employed in the

industiy (CSO, 2003), which accounts for 5 per cent of total employment
854 Firm Size

Table 8 4 shows the size of firms in North Dublin 1 € the average number employed
pet fiim We can see that indigenous firms have been, since 1985, predominantly
small to medium n size® while foreign firms have been consistently medium in size
The size of print firms n Ireland and their comparatively small scale of operations,
when compared to European print firms (McKeown, 2005), are highlighted as a

motivating factot in the formation of the PCI (see Section 8 10)

Table 84 Average Size of Firms (Indigenous and Foreign Owned) in Paper, Print
and Publishing (NACE 21-22) 1n North Dublin 1985-2001

Year Average Number Employed per Firm

Indigenous Firms ~ Foreign Owned

Firms
2001 49 121
2000 52 137
1995 54 118
1990 51 117
1985 41 110

Sowrce Forfas Unpublished Employment Data

855 Industry Trends

In discussing industry trends we focus primatily on the printing sector, as 1t 1s this

sector to which each of the five PCI firms belong

> Medium sized firms employ between 50 and 249
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‘The paper print and packaging mdustiy mn Ireland 1s poised at a
crossroads between a traditional craft based manufacturing sector
and an emerging modern, computer based, multimedia industry’

(McKeown, 2005)

Fiom an industry Iife cycle viewpoint this statement indicates that the printing sector
1s a maturing industry 1n the nudst of a “creative destruction” phase to use

Schumpeter’s famous expression (see Section 2 4 7 m Chapter 2)

In a study comnussioned by FAS® on the print and paper industry, Cohn Mclvor
Associates (1994) highlighted the changing structure of the industry In doing so, they

predicted the following

‘A decrease 1n the stze of the computer manual printing industry, a
slowdown 1n the growth of parts of the packaging sub-sector, a
declime n the independent pre-press sub-sector as the work is
increasingly brought tn-house by firms within and outside the print

and paper sector, an increase in the level of overseas ownership’

In addition to these anticipated changes, they highhghted the continuing impact of
changing technology on skill and manpower requirements as well as production
processes Most importantly, they signalled a change 1n business defimition 1 ¢ a shift
in focus fiom the preoccupation with product, service or process to understanding
1ssues related to customer types and needs and ways of delivering value to customers
These piedictions were made within the context of the prevailing market conditions

in the m1d-1990’s For the most part, these predictions have been realised

Regarding the decline of the software manual printing industry in the late 1990’s and
the shift from printed manuals fo ‘the more common provision of manuals as files
(for example Acroread files) on the CD ROM’ (Jacobson and Mottiar, 1999), firms
had to engage in a process of re-invention — a process which had taken place
following the arirval of subsidiaries of software MNEs 1n Ireland almost a decade

earlier Prior to thewr arrival, the printing of software manuals 1n Ireland was entirely

® FAS 15 licland’s national training and employment authority
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non-existent Some firms were more successful 1n their re-invention efforts than

others and managed to tap mnto the printing of CD booklets

Accoiding to Breege Kennedy (Interviews 2003, 2004), an Enterprise Ireland
development advisor for print and packaging fiims, the demise of software manual
printing meant that firms incurred huge losses having nvested i technology to
scivice the specific needs of this market (1e asset specific investment as per
Wilhhlamson, 1975) Uncertainty surrounding market conditions led firms to adopt a
culture of change management that involved a restructuring of internal organisation
This 1estructuring process placed the customer relationship manager in a pivotal role
and saw the demise of the managmg director as the mdividual performing all the

tasks 1 ¢ HR manager, sales manager and production manager (Kennedy, Interview,

2003) ‘

The degiee to which technology has shaped and changed, and will continue to shape
and change, the structure of the industry cannot be overstated Technology can be
catcgotised into 1) Pre-press Technology and 2) Printing Technology Changes 1n the
former technology have resulted fiom 1mprovements 1n computing and
telecommunications and are causing the re-configuiation of the industry by removing
ceitain tasks from the printing realm The latter 1s technology that 1s improving and
widening the range of production processes within the sector and increasing the range
of tasks that print firms are able to perform Table 8 5 summarises some of the
changes 1 pre-press technology and their impact on the printing sector Table 8 6
distinguishes between the various types of production processes employed 1n Irish
printing firms and the merits of each Linking the pre-press and printing functions and
improvimg the management of both 1s information and communication technology
(ICT) Developments in ICT have transformed the platform upon which these

elements are managed from a traditional, mechanical one to a technology based one

(McKeown, 2005)

The net effect of these technological changes 1s that a high degree of specialisation 1s
tequued as not all printers can perform all tasks We can see from Table 8 3 that there
arc a number of different processes that can be employed n a printing firm and that a
shift fiom one to another (or an addition of any) of them would volve large

mvestment The problem 1s that in Ireland there 1s a relatively low level of
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specialisation amongst printing firms partly due to the demise of software manual
pruntmg This has culminated 1n a set of industry specific weaknesses — either low
usage level of some technologies or inappropriate investment in others (McKeown,

2005)

Technological change has meant that firms have had to adapt and modify the way 1n
which they produce outputs According to McKeown (2005) the high rate of adoption
of new technology, such as modern printing presses, has made a ‘significant
contitbution to the current level of over capacity in the print sector’ Firms’ contmued
investment in new printing presses 1s fuelling ovet capacity and exerting pressure on

margins and profits (McKeown, 2005, Kennedy, Interview, 2003)

Table 8 5 Changes 1n Pre-press Technology and the Impact on the Printing Sector

Type of Change Incurred Impact on Printing
Technology Sector
Pre-Press Technology
Page Make up  Replacement of professional Increasing amount of
sysiems systems with entry-level page make  page layout and
up and typesetting systems in form  typesetting undertaken
of personal computer but moved out of
Available to many wotkers 1n all sector into publishing
industries
Scanners Colour scanners, used fot colour Specialist firms no
separations mnvolve highly longer required as
computing intensive process ivestment 1n
Price/performance ratio falling capability means 1t can
be performed in-house
Digital Eliminating need for scanning Computerisation 1s
Cameras required

Sowices Mclvor Associates (1994), McKeown (2005)

What the above serves to highlight 1s that there 1s large degree of uncertainty within

the prmting sector
86  Catalyst for Change

lacobson and Mottiar (1999) noted a lack of horizontal co-operation amongst firms in
the software manual printing industry despite a decliming market The reason for this

they highlhighted was unwillingness amongst executives to share imformation with one
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another and the tendency for them to ‘keep their cards close to their chest’ (Jacobson
and Mottiar, 1999) Similarly, in other sub-sectors of the printing industry horizontal
co-operation has been neghgible (Kennedy Interview 2003, Byrne Interview, 2003)
due to a resoundmg ‘an of secrecy’ and the ‘fear of losing out to competition’
(Tynan, 2002) In theoretical terms, co-operation failed to emerge due to the nsk of
oppottunistic behaviour to which high quasi-rents are attached (see Sections 7 4 2 and

7 4 3 m Chapter 7 for further explanation)

Thioughout the 1990s changes 1n a specific market serviced by the printing sector
took place that caused Irish print firms to concede market share to their European
counterparts The mtroduction of new tendering procedures for government contracts
meant that any contract over the value €139,311 85 had to be put to tender and
adveitised m the Official Journal of the European Commumties (OTEC) The
implications of this were that barrers to entry were created as individual Inish firms
lacked the scale and diverse range of skilis and services to compete against European

fims
87 Mofivation for PCI Formation

Thiough entrepreneunal vision on the part of five managing directors the PCI was
established with the express purpose of winmng a greater proportion of European
contiacts Using Oliver’s (1990) contingencies for the formation of joint ventures
(See Table 8 1) we can 1dentify the motives for the formation of the PCI as

asymmetry, reciprocity, efficiency and stability

Market conditions weie such that the Irish share of large public printing contracts was
at o1 near zero and between 40 to 60 per cent of all public (including non-printing)
contiacts were awarded outside of Ireland (Tynan, 2002) Individually, the five
member firms would have been unable to attain a share in thus market However,
coilectively they were able to build market power and compete against their European
counterparts The creation of asymmetry as a motivating factor in the formation of the
mnter-fium relationship 1s thus apparent With zero market share, these firms had zero

power 1 the market for large public printing contracts
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Table 8 6 Major processes used 1n the Printing Industry in Ireland

Type of Process

Characteristics

Merits/demerits

Lithography

Web Offset

Presses

Gravure

Flexographic

Digital

Fuushing

Dominant production
process, Automatic plate
changing, automatic wash
ups and ik profiling have
improved this traditional
process

Two types cold set &
heat set, Cold set used for
newspapers, Heat set used
for magazines/brochures
Web-faced process

Used 1n long run work by
newspapers — will be
superseded by cold set
Digital machines
gradually replacing sheet-
fed processes

Post-press e g binding,
warchouse and despatch

Along with CTP addresses
short run lengths,

Reduction 1n turnaround time,
reduction i viable run lengths

Long run lengths with high
quality

High speed production of large
print runs of consistent top
quality

Suitable for long run wotk,
Replaced by digital label
printing

Efficiencies for short-run,
opportunities to add value fot
customers with personalisation
Little mvestment in this area
by printers and lack of
technical innovation by
suppliers means that 1t 1s an
afterthought instead of
important part of production
process

Source McKeown (2005)

The alliance provides them with an immediate means of competing in this market,
and, as the first mover among Irish firms, may set up barriers to entry for any
subsequent Irish firms wishing to enter the larger market They have clearly gamed
maiket power over then Irish competitors The asymmetry in this context 1s with
tespect to other Irish firms  In the broader context, the alliance 1s means of offsetting
the pre-existing asymmetry 1n market share and market power in comparison to then

European competitors

The managing director of Colourbooks highlights the motivation of reciprocity 1n the

{following statement ‘With the consortium we have all the packages available, from
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web printing, digital printing to perfect binding If we’re printing a job on a web
press, but the cover doesn’t suit that procedure then one of our members can handle
1t You have to be able to offer a complete service if you wish to tackle the European
maiket’ (Tynan, 2002) The firms were motivated by a desire to obtain synergies in
technology and mformation sharing (as per Oliver, 1990) The contributions of each

firm to the consortium can be viewed in Figure 8 3

Individually, the five firms did not have the scale to compete against European firms
However when resources (physical and human) were combined, efficiency was
created that enabled the removal of entry barriers Arguably the efficiency motivation
could also lead to expansion or merger as alternatives to an alllance However, the
alhance 1s a much more immediate means of attaining the benefits of scale than
expansion And the alliance, through the joint venture, 1s actually a partial merger,
one that has the advantage of leaving each of the firms in the alliance with

autonomous governance

The motivations for the creation of the joint venture can also be attributed to the
fiims’ desire to create stability In other words the joint venture can be viewed as an

adaptive 1esponse to environmental uncertainty (Oliver, 1990)

It 1s clear that the motivations for the creation of the PCI stem from a particular set of
maiket conditions specific to the printing sector Market conditions alone however
did not tngger the creation of the PCI Environmental conditions such as the rate of
technological change and internal conditions {(within firms) such as the lack of
efficiency (in terms of scale) and a diverse range of skills (knowledge) and
technology 1 production processes (property) combined to create a climate where
firms had one of two choices either co-operate to prosper or compete against one
another and run the nisk of reduced margins and profits These conditions can be

attnibuted, 1n part, to the stage of the printing industry’s life cycle

Using Ler and Slocum’s (2005) categorisation of dustry Life cycles’ we can place
the printing sector in the mature “creative destruction” quadrant where the rate of
technological change 1s high, ‘new technologies or ways of serving a customer

dramatically redefine the nature of the product or service offered to customers’ and

| 7 Sec Sections 22 4 7 n Chapter 2 for furthet detail on industiy life cycle
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‘established firms face market share loss’ They outline the strategic requirements fot
compcting n such an industry ecosystem and identify successful firms as ‘concept
learneis’ 1e firms that ‘harness change to cteate new value propositions’ Joint
ventures and strategic alliances, Ler and Slocum (2005) further suggest, are important
vehicles for concept learners especially when partners possess important related
technologies (Figure 8 3 shows the technology (property) and expertise (knowledge)

of each of the PCI firms and how they have been combined to create synergy)
88  Ornigins of the PCI

The five printing firms (See Table 8 7 for a profile of each) formalised the Printing
Consortium of Treland (PCI) in February 2002 by appointing Lotcan O’hObain
(previously the managing director of Cahill’s Puinters) as 1ts managing director For
two yeats priot to formalisation the PCI had existed informally and operated 1n an ad
hoc manner Prior to formalisation the managing directors of four of the five firms —
Cahulls, Colourbooks, Lithographic Web Press (then Smurfit Web Press) and E-
Brook (then Euroscreen) — had co-operated to win large government and public
contiacts This co-operation was characterised by a high degree of inter-personal trust
amongst the four managing directors and the consortium (prumarily a sales function at
the trme) was co-ordinated on the basis of such trust (Section 8 9 below describes

how this trust came about )

Using Giandori’s (1997) interdependence typologies and network forms (See Section
7 5 and Table 7 3 i Chapter 7) the PCI (1n 1ts original state) can be classed as a social
netwoik that was consciously constructed The reciprocal interdependency amongst
these four print firms 1s the same as that of informal industrial district sub-contracting
in that socral 1ather than bureaucratic means were employed to co-ordinate the firms’
activities (Grandori, 1997) In other woids, relational contracting was favoured over

wiitten rules and safeguards inherent in contracts
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Figure 8 3

Then Contribution to the Printing Consortium of Ireland
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89 Trust and the PCI

Coleridge Fine Arts
Expertise in packaging
1e “Pretty boxes”

[ he imtial basis for trust cannot be attributed to repeated transactional interaction 1 e

dyadic ot networked trust (Lorenzen, 2001/2002) as the firms are horizontally rather

than vertically aligned and are thus similar to one another or manufacture

complementaty products and would therefore not have had economic interactions

with one another unless 1 a sub-contracting capacity (In this case, however there

was no history of such interdependence between the four original PCI member fiims)
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Over time trust has been reinforced by repeated transactional exchanges via informal
sub-contracting (The role of trust in facilitating co-operative processes 1s discussed

in moie detail 1n Section 2 4 3 m Chapter 2)

Table 8 7 Profile of PCI Member Firms

Company Name Year Location Firm Size® Type of output
Est’d /No
Employed
Caludl s Printers 1866  East Wall Rd, Medium, Government and public
North Dublin 134 contracts
Smurfit Web Press 1991 Glasnevin, Medium, 99 Magazines, catalogues,
(Now Lithographic North Dublin brochures
Web Piress)
Coloui books 1989  Baldoyle, Small, 37 Bookbinding and Finishing
North Dublin
Luioscieen 1977  Ballymount, Medium, 55 Annual Reports, Magazines
(Now E-Brook) South Dublin
Coleiidge Fine 1980 Malahide Rd, Medum, 50 Box manufacturing for

Arts

North Dublin mobule phones,
pharmaceuticals

Despite the range and mix of contingencies motivating the formation of the PCI 1t
would not have been created without tiust as a facilitating mechanism We outlined
above 1 Section § & that trust was based on inter-personal connections between the
managing directors of four of the PCI firms The question therefore 1s how did such
tiust come about? In industrial districts 1 ¢ communities of common value systems,
communication, co-operation and trust are promoted and understood as an important
source of competitive advantage (Dwived: et al, 2003) Within the printing sector
general and 1in North Dublin a common value system also exists but in contrast to
thosc depicted 1n the industrial districts literature, the core values promoted are
seciecy and rnvalry — both of which have prevented co-operation from taking place mn
the past Given such a value system the generation of trust amongst MDs fiom

competing fiims 1s even more intriguing

» Micio fitm employs less than 10 people, small firm employs between 10 and 49, Medium fiim
employs between 50 and 249, large firm employs 250 people and above
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A sub-system for the creation of common values 1s engendered i the industry
1epresentative orgamisation — the Irnish Printers Federation (IPF) — that acts as a
vehicle for characteristic, institutional and knowledge based trust The IPF 1s the
1epicsentative organisation for the printing industry and 1s part of the umbrella body
IBEC (Insh Business and Employers Confederation) Within the IPF there 1s an
executtve council to which members are elected and over which one member 1s
clected to preside All four MDs have served together on the council of the IPF at
vatious different times over the last 20 years and the current president is the MD of
E-Biook Repeated social interaction i an nstitutional environment (representative
organisation) has played an important role in fostering trust and co-operation n the
case of the PCI It has been suggested however that ‘knowledge, institutions or even
common characteristics, automatically do not get translated into trust” (Dwivedi et al,
2003) Instead a process of trust formation 1s thought to be mvolved which can
mclude 1epeated nteractions and close ties that develop after a trial period (Dwivedi
et al, 2003) The period prior to formalisation of the PCI contract could be considered
the tiial pertod  Thiough jomnt service on the IPF council (rather than mere
membeiship of the federation) the MDs had repeated dealings with one another and a
common background was established upon which a mutual understanding was
developed Thiough personal interaction the MDs acquired extensive knowledge of

one another — further mnstilling the basis for trust

This 1s somewhat similar to the way in which trust emerged 1n the Torc network of
furmtwe firms (as discussed 1 Section 2 4 3 1in Chapter 2) Despite the absence of
spatial proximity Heanue and Jacobson (2001/2) reveal that trust amongst firms was

generated by virtue of tnter alia a shared mstitutional environment

The degrec of mter-personal trust can be gauged using specific measurement
techniques e g ‘the frequency of agreements done on a ‘handshake’ without written
documentation’ (Currall and Inkpen, 2000) Application of such a technique to assess
the level of joint venture tiust at the inter-personal level in the PCI reveals a high
degree of trust Prior to formalisation, all forms of co-operative interaction amongst
the four firms were conducted 1n the absence of written documentation Despite the
cteation of a formalised governance structure in 2002 - embodied in a three page

contract binding the firms as partners and mcluding the appomntment of a managing



duector to oversee the PCI’s operation — the consortium operates largely on the basis

7 s

of mmdividuals’ “word” rather than any formal contractual stipulation By definition,
once a confract was made the network shifted from being “social” to “bureaucratic”
(Grandor1, 1997) Given the reciprocal nature of the interdependencies amongst the
PCI firms such bureaucracy ts characterised by relational contracting that combines

contract with unwritten rules and safeguards (Grandorn, 1997)
810 Formalisation Process

Foimalisation of the consortium was spurred by two events The first of these was the
decision by Cahill’s MD to leave the company and establish his own consultancy
firm, this led to him offering to manage the consortium and operate 1t i a less ad hoc
manner Tlis triggered a second event — the need for a fifth member to complete the
1ange of services that the consortium could offer The appointment of a managing
director and the introduction of a new member meant that certain details needed to be
reccorded m writing so as to avoid any later dispute and ensure the successful and
smooth running of the jomnt venture (O’hObain Interview, 2004) The agteement
specifies among other things the following rules of play the MD’s remuneration, that
firms are bound to the consortium for a mmmmum of 12 months’ and that six months

notice 1s 1equited in order to withdraw from the alliance

The 1ectuitment of a fifth member — Colenidge Fine Arts — certainly spurred the
formalisation process and altered the dynamic of the PCI Trust amongst the four
onginal managing directors was based on a mix of characteristic (social), knowledge
and stitutional based trust fostered through joint participation on the council of the
IPF The basis for selection of the fifth member was 1n the words of the PCI MD

the fum’s reputation and whether they could be trusted” A number of firms had
the 1equned capabilities according to the PCI MD but could not be trusted Repeated
exchanges via formal sub-contracting between one of the original member firms and
the new, fifth member firm provided the nitial basis for trust Over time and through
1epeated collaborations on contracts a greater degree of trust has emerged as a by-

product of economic interaction

49
T'here rends 1o be a six to mme month sales cycle and for this reason fums have to sign up for a nummum of 12

months

183




811 PCI Operation and Co-ordination

Every six weeks the MDs of the five member firms meet for two hours to exchange
mformation When interviewed the MD of the PCI suggested that ‘the petsonal side
[of the meeting] 1s very important’ (O’hObain Interview, 2004) reinforcing the notion
of i1elational exchange in building trust The PCI MD actively seeks tenders and
contacts over the value of €200,000 (and not below this level) In formulating a
tender the PCI MD requests that each of the member firms submit quotes to him for
whichever element of the contract they wish Any of the member firms can veto the
consortium bidding for a contract Firms may wish to veto a contract because they
have a pre-existing relationship with the client/customer and feel that they could, as
an individual firm, mantain the business However, the chances of obtaining the
contiact aie greater if the five firms, through the consortium, bid for the contract This
1s due to the fact that © mdividually each company may not have a diverse enough

range of skills to compete mn the EU market’ (Tynan, 2002)

Fo1 each contract a lead contractor (one of the member firms) 1s appomnted Within
that lead fiim a manager 1s then appointed and he/she delegates parts of the contract
to the other four member firms The decision to appoint a lead contractor 1s taken by
the PCI MD and 1s based on a range of factors e g whether or not the firm has a pre-

existing 1elationship with the client

Grandon (1997) would describe such a network, as a ‘structured, differentiated and
integrated type of consorttum’ because different sub-processes are involved that are
technically separable so as to ‘assign tasks and reward rights to the different firms’
At the same time she emphasises that in such cases ‘firms are linked by various
interdependences and the achievement of an integrated output of the desired quality
in the desired time typically involves the co-ordination of programmes and reciprocal
adjustment’ (Grandori, 1997) In terms of co-ordination mechamsms this involves a
wealth of mter-firm planning that includes interaction between the various different
line managers 1n each of the member firms The extent of interaction required means
that information and knowledge (know-how) about certain processes and technology
are tiansferred from one firm to another and as a direct result of collaboration a

leaimng process can take place Das and Teng (2000) note that ‘jomnt ventures
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provide the best opportunities to acquire partners’ tacit knowledge and other

knowledge based resources’
8 12 Advantages of Co-operation

The 1esource based rationale for jomt venture formation emphasises ‘value
maximisation of a firm through pooling and utilizing valuable resources’ (Das and
Teng, 2000) According to Barmey (1991) ‘a firm 1s said to have a competitive
advantage when 1t 1s implementing a value creating strategy not simultaneously
implemented by any current or potential competitors’ As the PCI 1s the only such
netwoik of print firms (in Ireland) to combine their collective resources and co-
opetate to win large contracts 1t is reasonable to consider the alliance 1n terms of a

vchicle for the creation of value — a vehicle that provides a single source solution

The PCI 1s now self-sufficient 1n that it does not require funding from any of the
member firms When the PCI MD submuts a tender, he totals the members’ quotes
and adds on a certain amount This surplus 1s then made available for his management
fec and for market research (which the consortium has commuissioned on Northern

lieland and Belgium)

The primary advantage of co-operation 1s the winning of large contracts that would
otheiwise be won by foreign competition By joining forces, contract bids “work out
at around eight to 20 per cent cheaper than 1f the firms were to bid individually”
(O’hObain Interview, 2004) Additional benefits have, however, evolved over time,
with the co-ordination efforts of the PCI MD These include joint purchasing and
benchmarking that have enabled efficiency to be created (cost savings) and a source
of mformation (market) to be established When not co-operating with one another on
consottium bids the firms have developed sub-contracting relations with each other
that each member exploits when it 1s operating to over-capacity and other members
are not These repeated transactional exchanges further enhance the chimate of trust

amongst the five firms and serve to further embed inter-firm relations

[n terms of joint purchasing the firms have achieved cost savings of 10 per cent on
heating o1l for example Through benchmarking, firms are able to access information
on the cost of mputs such as paper, board, inks and plates Each of the firms submits

thenr mput costs to the PCI MD who then relays the cheapest price to all the member
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firms This 1s done without disclosing the firms’ identities The MD, when
mterviewed, commented that his thud party co-ordination of benchmarking enables
the diffusion of accurate information while at the same time through non-disclosure

of identities sensitive information 1s not disclosed indiscriminately
813 The PCI - An Industrial District”?

In Chapter Seven we discussed the collective action characteristics of industrial
districts (Section 74 1 to 7 4 2) and evidence of them 1n the fish-processing sector in
Howth (Sections 77 and 7 10) We also discussed the heterogeneous and dynamic
nature of industrial districts (Section 7 3) and the shift from organic co-operation to
more structured or consciously constructed forms of collaboration (Sections 7 4 2 to
7'5) Bearing in mind these discussions we can relate elements of the PCI network of
fiims to mdustrial districts — m particular new and emerging configurations of

industrial distuicts such as the grupp: phenomenon

Despite a general climate of secrecy and rivalry within the printing sector, the PCI
icpresents a collective approach to the solution of an industry wide problem
Although the firms usually compete agamst one another, they “co-operate for the
good of the industry and in the national mterests of producing goods that would
ordmatily be produced abroad” (O’hObam Interview, 2004) This collective action 1s

chatacterstic of firms’ behaviour in Italian industrial districts
8131 Italian Gruppr

The way m which the PCI member firms have configured themselves for the purposes
of winning large contracts 1s similar to that of firms in Italian industrial districts

Within industrial districts, production 1s organised 1n such a way that firms specialise
in a particular element or stage of the production process These firms are called stage
fums Through informal sub-contracting relations or indeed formal ownership ties
these firms are linked to “final firms” that oversee or co-ordinate the production of
goods (De1 Ottati, 1996) The term used to describe such an arrangement 1s gruppe 1 e

business groups or groups of firms ‘By gioups of firms, we mean a stable collection
of {irms bound together by economic and social ties (such as subcontracting relations
and kinship ties among entiepreneurs) which create an atmosphere of mutual loyalty

among petsons working in them’ (Der Ottat, 1996) The constellation of firms is
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linked either by ownership, recurring subcontracting or commercial agreements

(Paniccia, 1998)

The operation of the PCI 1s such that one of the five member firms acts as a “final
fitm” in order to co-ordinate production and assign tasks to each of the four “stage
firms” As n the operation of grupp: in the textile district of Prato in Italy (Paniccia,
1998), the spread of competencies 1s taken into consideration when parts of the

production plan are bemng assigned to the four stage firms

Der Ottati (1996) suggests that product diversification and upgrading led to
orgamsational restructuring and the emergence of new governance mechanisms such
as gruppr and le:ader firm (see Section 7 6 i Chapter 7) arrangements m the mdustrial
distiict of Prato 1n Italy throughout the 1980s De1 Ottat1 (1996} further suggests that
a new competitive context 1s responsible for the nise i the group phenomenon m
Prato At one time market conditions were such that a limited numbet of products
could be produced mm a manner that did not require continuous improvements in
quality When faced with new conditions on both national and international markets
that entailed both ‘product diversification and quality upgrading’, there was ‘call for a
coordination of the various specialised activities of different firms closer than the

cootrdination of the past’ (Det Ottat1, 1996)

Product diveisification and 1mprovements 1 quahty require nvestments —
investments that carry risk An organisational structure was tequired that protected
parties against increased nisk and the increased uncertamty in final markets “The
grouping phenomenon provides a suitable device to meet precisely those needs’
(Paniccia, 1998) These groups may only amount to an informal arrangement m
which firms mamtain their autonomy Such a grouping can be just as effective as
formal arrangements (where ownership ties are created) as investment i personal

1eputation 1s made

Like firms in the industrial district of Prato, the PCI firms were faced with a new
competifive context that warranted organisational restructuring so as to hedge against
loss of market share According to our mterviewees (Byme, 2003, Kennedy, 2003,
O’hObain, 2004) print firms are no longer just about printing As all firms have

access to the same technologies, firms’ distinguishing features are the service they
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provide, the way 1n which value 1s added and the delivery mechanisms employed As
a business group, the PCI tackles each of these areas by providing a umque service
1e single source solution, by combining the technical strengths of each of the
member firms synergy 1s created and value added and by joing forces vaiied and

lexible delivety mechanisms are employed depending upon client needs

In Ttalian industrial districts both historical and technological factors have played a
significant role in the development of co-operation amongst firms that specialise in
different phases of the production process (Paniccia, 1998) The difference between
production 1n the Insh printing sector and production 1n Italian industnal districts is
that in the former there 1s no history of flexible specialisation whereas n the latter it
1s prolific Moreover, production 1 the Italian 1ndustrial districts has been
characternised by close family and other social mter-relationships between owners and
wotkers that 1s distinctly absent 1in Irish production In Ireland, however there have
been suggestions that common institutional contexts (as with the Torc network of
fuimture firms) are an alternative to the personal, social or familial environment of
the Italian industnal districts These differences are not as significant as one might
think — especially 1n the context of recent evidence that suggests such aspects of the
enviionment 1 Italy are of dimimishing importance 1n the evolution of districts’

stiuctures

Despite these differences the formation of the PCI — a business group — can be
attiibuted to the same set of factors that have influenced the development of Italian
gruppy, namely history and technology The PCI cannot be described as an organic
mode of co-operative interaction but rather a consciously constructed one that shares

characteristics with the Italian grupp:

Tacobson ef af (2001 p98), in thewr description of Co Monaghan’s furniture industrial
distirct note the presence of the following ‘close proximity, competition as well as
formal and informal co-operation, close inter-firm relationships — both horizontal and
vertical” which they emphasise are also the characteristics of Italian industrial
distiicts  Although we have no evidence of vertical co-operation within the print
sector m North Dublin, the way i which the consortium of horizontally aligned firms
(the PCI) operates 1s such that production 1s divided amongst the firms 1n a vertical

mannet This could be classed as vertical co-operation of sorts In light of this
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Tacobson e al s (2001) description of the furniture industrial district 1s applicable to

the PCI

8 14  Assessment of PCI Performance

Petformance of strategic alliances can be measured using a variety of techniques
These tange {rom profitability to alliance longevity (Das and Teng, 2000) The
approach favoured by Das and Teng (2000) 1s to assess the degree to which the
agieed objectives of the alliance have been achieved In the words of the PCI MD and
1eferning to profitability, the jomnt venture has been “moderately successful” to date —
winning contracts to the value of €2,200,000 However, due to the scale of the
piojects and/or the delivery requirements Irish companies, bidding individually,
would not have won any of these tenders — the importance of which should not be

underestimated

The types of contracts undertaken have raised both the profile of the consortium and
its member firms High profile contracts in the PCI’s portfolio include the Ordnance
Survey Ireland (OSI) contract This contract, amongst others, has 1aised the
consortium’s profile both nationally and internationally which further serves to

stiengthen co-operation and ensure continued collaboration

The agieed objectives of the PCI were to tender for and win both European and Irish
pubhc and government contracts that were being lost to foreign competition These
objcctives have been fulfilled 1n so far as contracts have been won that otherwise
would have been awarded outside of the state However, as noted by the PCI MD, 1t

1s hoped that a greater volume will be achieved 1n the future

815 The Role of Location

The co-location of print firms meant that the owners of the firms knew each other
petsonally or by reputation prior to the PCI formation Their spatial proximity to one
another has facilitated the co-ordination of the alliance’s physical operation e g

arirangement of meetings, on-site visits (sharing of information) and the co-ordination
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of finishing and delivery logistics The degree to which firms, and 1n particular MDs
of the firms, knew and trusted one another cannot, however, be attributed to a shared
location Instead, trust was fostered in a shared organisational environment rather
than a spatial one Through jomnt participation and service n the industry’s
1epresentative organisation — IPF — relational exchange led to interpersonal trust It 1s
possible therefore, in theory, for the five PCI firms to have been geographically
dispersed and to have forged an alllance — a theory that the PCI MD lhimself
suggested at interview We know that spatially dispersed networks can exist provided
there 1s otganmisational proximty amongst the network members (Heanue and

lacobson, 2001/2002)

816 Discussion

To begin our discussion we return to the first of the two research questions posed n
Section 8 1 1t should be noted that these questions have been answered in the main
text of this chapter and that what follows 1s merely a summary of the analysis so as to

provide gieater clarity

We asked how five competing firms collaborated to form a consortium (the PCI)
given that the particular contexts within which they operated were not conducive to
such co-operation In other words there was a pievailling climate of rivalry and
distrust and distinct lack of precedence for inter-firm co-operation that was thought to
mhibit collaborative processes As highlighted in section 2 4 3 of Chapter 2 rivalry 1s

thought to 1ender firms 1ncapable of co-operation (Lazerson and Lorenzom, 1999)

In answering the above question we examined the motivations for the formation of
the PCT as well as the facilitating conditions We found that market conditions were a
significant factor in driving the creation of the PCI but environmental conditions such
as the 1ate of technological change and nternal conditions (within firms) such as lack
of effictency (in terms of scale) and a diverse range of skills (know-how) and
technology 1 production processes (property) combined to create a climate where
firms had one of two choices either co-operate to prosper or compete against one
anothet and 1un the nsk of reduced margins and profits We have attributed these

conditions, 1 part to the stage of the punting mdustry’s life cycle In maturing
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industries, for example, 1t 1s thought that joint ventures are pursued so as gain

economies of scale and scope

We found that the resource based theory of the strategic alliances is applicable to
fiims operating 1n the print sector for 1easons relating to the rate of technological
changc and the weight the industry attaches to the use of capital intensive resources —
1e property based resources as well as knowledge based resources Such theory
converges with one of the motivations for the PCI formation - reciprocity Where the
motive for jomt venture formation 1s reciprocity 1e resource integration among
fiims, co-operative relationships are driven by a logic that combines strategic

1csow ce needs and social resource opportunities

Using Giandort’s (1997) terminology we 1dentified additional motivations for joint
venture formation These were asymmetry, efficiency and stability Without
facilitating conditions, such as the pre-existing inter-personal trust fostered through
jomt tiade association participation, the motivating conditions alone would not have
led to a successful joint venture formation This follows the thinking presented n the

literature that 1elational trust underpins alhance formation and operation

The fact that the print industry 1s a mature sector at a “crossroads” that may well re-
define the very nature of production and service provision has created a climate of
uncertamty and nsk Alhance formation has facilitated the sharing of risk by
combining capabilities and resources to tackle declining market share Co-operation
has not only led to fulfilment of alliance objectives 1 e the winning of large contracts
(that Insh firms tendering on an 1ndividual basis, would not have won), but has
created an enviionment for additional mutual benefits such as information sharing
and cost savings on mput purchases Key to the success of collaboration 1s the thud
paity co-otdmation efforts of the PCI managing director who overseas the

consortium’s operation and facilitates mformation sharing

In compaiing the PCI to the Itahan industrial districts we identified some shared
characteristics, namely the way in which the PCI firms have organised themselves in
a group formation or gruppi so as to respond to changing market conditions Like
firms i industrial districts, the PCI firms operate on the basis of stage firms and final

firms — the foimer are responsible for various elements of the production and the
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latter co-ordinates the various stages of production and assembles the final product

Despite a general climate of secrecy and rivalry within the printing sector, the PCI
1

1epresents a collective approach to the solution of an industry wide problem It 1s this

collective action that 1s chatacteristic of firms’ behaviour in Italian industnal distiicts

Qui second question then asked whether or not a shared geographic location had
contiibuted to the development and operation of the PCI The cluster literature
emphasises the mmportance of geographical proxmuty for the development of co-
opeiative telationships  Although the five firms are spatially proximate to one another
in that they are all located in Dublin'’, the development of trust cannot be attributed
to a shated location Trust was the outcome of inter-personal exchanges and joint
service of the member firms’ managing directors on the IPF council In theory,
therefore, co-operation could have taken place between spatially dispersed firms A
shaied location, however, has contributed to the smooth operation of the consortium’s

activities 1 € production and dehvery

" Four fiims are located in North Dublin and one fitm 1s located n South Dublin

192



Chapter 9 Inter-firm Relationships 1n the Bakery Sector

91 Introduction

This chapter 1s concerned with the nature of inter-firm relationships in the mature
sector of bread, fresh pastry goods and cakes (NACE 1581) also known as the bakery
sector Characterised by a deep sense of rivalry and secrecy at both the firm and
supporting organisation levels, the bakery sector comprises mostly stand-alone firms
1¢ fims whose transactions are conducted at arms length and co-ordinated by the
market We ask therefore, why co-operation has failed to emerge in the industry
genetally and specifically among the spatially concentrated group of firms in North
Dublin For answers we examine the industry’s composition, 1ts history, stiuctural

changes and the extent of organisational change

92 Theory

Befoic we detail and analyse our empuical data 1t 1s necessary to outline some
theones that offer explanations as to why co-operation fails to occur and what 1t 1s
about specific industry charactenstics that preclude collaboration We hypothesise
that, among other things (a discussion of which follows), the values of secrecy and
nvahy have mhibited the development of co-operation n the bakery sector The
industrial district hterature provides convincing evidence for the role of non-economic
foices such as conventions and norms 1n shaping industrial development These are
however, poititayed in the majority of cases as having a positive rather than negative
effect on the development of co-operation Advanced forms of co-operation found in
the Italian industnal districts are thought to be underpinned by the social community,
which upholds supportive sets of values (see Section 2 4 1 in Chapter 2) What has
been suggested however, i a small minority of cases 1s that the reverse 1s also true
(see Section 951 below), in other words that non-co-operation 1s maintained by a
social commumty, which upholds values of opportunism, rivalry and/or destructive

competition (Paniccia, 1998)
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Conventions 1n this sense do not refer to an agreement, as in a formal contract or
exphcit rule, ‘but 1ather 1n the sense of a common context’ 1n which actors operate
(Stoiper, 1997 p16) ‘Conventions emerge both as responses to and as definitions of
uncertamty  [and] become an intimate part of the history incorporated in behaviours
(Storper, 1997 pl6) Storper (1997 pl19-20) suggests that for an economic actor the
fiaimework for foreseeable action 1s defined by convention The implication of this 1s
that a ‘multiplicity of worlds of production’ exist as convention 1s dependent upon
uncertainty i a given mdustry or location There are, in other words, a number of
possible worlds of production Furthermore, the conventions of participation dictate
the normal (“norms”) or usual forms of action that an individual or firm will use when
interacting with other individuals/firms in an economy As conventions are routed in
“recunience or precedent’ (Storper, 1997 pl6) and shaped by uncertainties, the
iclevance of historical and stiuctural factors to explain present day phenomena 1s thus

appaient

In addition to the role played by conventions in shaping the type of mter-firm
telationships that will emerge 1n a given industry and location, factors that can inhibit
the development of co-operation include the way in which firms compete with one
anothet In Chapter 7 we discussed the 10le of co-operative competition among fish
processing firms 1n Howth and how 1t has led to information sharing and a collective
approach to the sourcing of mputs due to specialisation Competition may not
however always be constructive As mdicated in Section 245 i Chapter 2
competition based on price can have destructive consequences Our reasons for
focusing on price competition relate to the fact that historically this has been the way

in which bakeiies compete with one another (see Section 9 5 3 below)

Competition based on price can be destructive mn that profits may be reduced to such a
degree that busimesses are no longer viable This can be attributed to large fiums for
example, that obtain monopoly power by employing ‘predatory practices’, the aim of
which 1s to destroy those with less market power (Dei Ottati, 1994) Moreover,
competition based on price can form an obstacle to mnovation as profits and wages
ate reduced which 1n turn reduces the financial resources for investments and the

willingness on the part of workers to collaborate (Deir Ottati, 1994)
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Competition 1s closely intertwined with conventions and rules of play 1n that tacitly
accepted rules can transform a destructive competitive environment mto a
constiuctive one (see Section 9 5 1 below) Local customs and in particular norms of
tecipiocity ate helpful m this process, however the intervention of ‘formal
imstitutions” (1€ associations) to prevent competitton from degenerating into
destructive forms has been used 1n the textile distuict of Prato, Italy for over 40 years
Assoclations can promote other forms of competition based on product quality,

production mix, terms of delivery, organisation of sales, after sales assistance etc

What this suggests 1s that 1n order to guide firms away from price competition 1t 1s
necessary for “mstitutional thickness” to be present within the region (As discussed
in Section 2 7 1n Chapter 2 the absence of this can form a barrier to cluster formation
and 1ndeed co-operative processes that are a constituent part of clustering) We
indicated 1n Section 2 7 (Chapter 2) that supporting organisations must be integrated
and focus on collective representation and common purpose so that bartiers to cluster
formation can be broken down In the absence of such mstitutional thickness a
significant barrier 1s created, as firms need supporting orgamsations for things that
cannot be generated mternally or obtained from other companies In Section 9 5 2 we
show that the supporting organisations i the bakery sector do not portray a umted
fiont not do they operate in any integrated manner Furthermore, there exists an
internal conflict among the association’s (the FCBA) members (1 ¢ large firms versus

small firms) that limits the extent to which collective representation can be made

As discussed 1n Chapters 2 (Sections 2 7 and 2 10 3) and 7 (Section 7 6) a large firm
1 a local or regional area can organise production among groups of smaller firms, can
expand existing markets and diffuse knowledge from sources external to the region or
nation These firms are known as leader firms The presence of a large firm in a local
economy however, does not always have positive ramifications for the small firms to
which 1t sub-contracts elements of production Through the introduction of formalised
standard supplier linkages that preclude 1elational contracting, knowledge transfer to
small firm supphers (via learning through interaction) 1s neghgible (Boschma and
Lambooy, 2002) Furthermore the leader firm has been linked to the emergence of

hierarchy and the introduction of oligopoly power (Harrison, 1994) The presence of
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such a leader firm would further serve to mhibit co-operative processes as power
strtuctutes ate such that non-reciprocal arangements obstruct symbiotic exchanges
(Boschma and Lambooy, 2002) We suggest that a large firm (Cuisine de France) in
Dublin 1s further inhibiting co-operative processes by entering into short-term sub-
conttacting agieements with small bakeries (See Section 97 below for further

discussion)

We hypothesise that the failure of co-operative inter-firm relationships to emerge 1n
the bakery sector 1s attributed to the 1nter-play of the factors outlined above We focus
theiefore on the conventions (rules of play), historical and structural contexts, the

natme of competition, the role of supporting organisations and the role of large firms

Empirical Data and Analysis

93 Industry Composition

The structure of the bakery industry varies from country to country as well as by
category The bread sector comprises craft bakers, plant bakeries, chain bakenes and
m-stoie bakeries (Leatherhead Food International, 2003) Plant bakers produce sliced
and wiapped bread using economies of scale to produce goods with high efficiency
(1 c speedily and at a low per unit cost) Craft bakers operate relatively small-scale
production facilities with low profit margins More recently master/craft bakers have

carved out mche markets m specialty breads

In Lieland, plant bakers account for 85 per cent of bread production, while craft bakers
1epresent 1n the region of five per cent of sales The temaimng 10 per cent of the
market — that comprises part-baked frozen bread which 1s generally baked off in in-
store bakeries — 1s dominated by the IAWS Group owned Cuisine de France (Food
freland, 2003) In Europe, however, craft bakers predominate, accounting for 62 per
cent of the European bread market, with plant bakeis, in-store and chain bakeiies

accounting for the remaining 38 per cent (Leatherhead Food International, 2003)

The Scctoral Development Commuttee (SDC) m their report and recommendations on

the fnish bakery industry (1990) highlighted the degree to which large firms dominate
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the maiket, an observation that the National Prices Commussion (NPC) also made in
then 1975 study of the industry ‘by far the most striking and important feature of the
bakety mdustry 1s the extent to which 1t 1s dominated by the larger firms’ The NPC
(1975) also noted that these large bakeries tended to be located in majot towns and
cities but 1n particular, Dublin Table 91 shows the degree of concentiation (of

employment) m North Dublin relative to the nation

Table 91 Location Quotients and Number of Firms 1 the Manufacture of Bread,
Manufacture of Fresh Pastry Goods and Cakes (NACE 1581), 1985-2001

Location Quotient No of Firms

2001 133 9
2000 170 9
1995 125 8
1990 108 15
1985 213 17

Source Own calculations based on Foifas Unpublished Employment Data 1985-2001

931 A Dechmng Industry

The decline of the bakery industry 1s evidenced n the number of firm closures and
general employment decline Table 91 shows the fall in firm numbers in North
Dublin while Table 9 2 highlights the declining employment levels both nationally
and i North Dublin

In its 1975 study, the NPC indicated that ‘the 22 largest firms which represent eight
per cent of the firms m the industry produced more that 64 per cent of all bread
consumed 1n the country’ The SDC (1990) note that ‘by 1985 the 22 largest firms had
1educed to 20 who produced 58 per cent of all bread consumed By 1989 only 18
major firms were operating and between them they accounted for 80 pet cent of all

biread consumed’
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Table 92 Trends in Number of Employed (Full-time) i the Manufacture of Bread,
Manufacture of Fresh Pastiy Goods and Cakes (NACE 1581) from 1985 to 2001 in
Noith Dublin and Nationally

1985 1990 1995 2000 2001

North Dublin 1,494 454 425 521 346

Percentage change in employment i period -1437 64 226 -336
National 5,567 3,759 3,245 2,949 2,529
Peicentage change in employment i peniod 325 137 91 142

Sowrce Foifas Unpublished Employment Duta 1985-2001

932 Key Players in the Industry

The 1ndustrial bread market remains dominated by a small number of large firms —
Biennan’s, Trish Pride, Pat the Baker, Readibake and Dunnes Stores Baking Group'
(Garvey, Interview, 2005, Food Ireland, 2003) Table 9 3 shows the size (in terms of
employment) and location of some of these firms The strength of these groups can be
attributed to, 1) the closure of other large bakeries throughout the 1990s and 2) their
direct (through take-overs) or indirect (through hidden directorships etc ) ownership
of new or existing bakeries These five firms are described as ‘the five key groups’ of
the hish bakery industry (Food [lreland, 2003) It 1s important to note however that
between two of these firms there are hidden ownership links Joe Brennan, owner of
Brennan’s 1s also the owner of Readibake and his daughter 1s the firm’s managing
dnector Within the Readibake group there are an additional three bakeries - Johnston
Mooney & O’Brien, Peter Lyons, and Doyle’s bakeries Through Readibake Ltd,
Brennan’s control these three bakeries Table 9 4 shows that these were some of the
top Inish Bakeries in the 1980s (SDC, 1990) Irish Pride, once jointly owned by IAWS
Plc (that owns Cuisine de France) and IJAWS Co-op 1s now totally owned by the co-
op lnish Pride, however 1s still associated with the IAWS Plc in that 1ts parent
company the co-op holds a 17 per cent stake 1n the public company Insh Pride
bakeries own a number of other bakeries that weie also key players n the 1980s See

Table 9 4 below for further details

' Neville s bakery mn Macroom, Co Cork was part of the Dunnes Stotes baking group befoie its closure
n Inly 2003
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933 Explaiming Bakery Closures

The closure of large bakeries in the 1980s can be attributed to the removal of
government retail price maintenance and bread subsidies to bakeries These were
introduced 1n the late 1970s to protect the bread industiy ‘from the combined 1mpact
of declining consumer demand and changing trends in retailing of consumer food’
(SDC, 1990) Despite changing market conditions the industry remained a significant
cmployer ‘with over 9,000 persons employed 1n bakery establishments i the
Republic of Ireland m 19827 (SDC, 1990) Following the withdrawal of subsidies
between 1985 and 1986 bread prices fell and caused the number of plant closures to

accelerate

‘For example of the 43 plants which closed in the period 1982-
1986 nvolving a loss of 1,792 jobg, two plants alone accounted
for 1,338 jobs lost Overall employment in the bakery sector
fell ovet the period 1979 to 1986 from 9,424 to 7,339, even
though 1,444 additional jobs resulted from expansion or new

firms starting up m the same period’ (SDC, 1990)

The 1ationalisation process peaked in the period 1987 to 1989 when a further 22
plants closed and an additional 1,370 jobs were lost Overall employment in the
industry fell from 9,131 n 1982 to 4,726 in 1989 (SDC, 1990) The demise of
smaller bakeiies can be attributed to the emergence of modern plants ‘dedicated to
producing large volumes of standard (800grm) bread’ (SDC, 1990) Neville Bros
(Dublin) Ltd, suppliers of standard wrapped bread to Dunnes Stores 1s thought to have

influenced the direction of the industry through their joint promotion of ‘low priced
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Table 9 3 Size of Key Firms and Plant Locations

Key Players Location of Plants Total
Number
Employed
Biennan’s® South Dublin Walkinstown 300
Notith Dublin Finglas & Clonsilla
Pat the Baker Letterkenny, Donegal 418

Oranmoie, Galway
Castlesland, Kerty
Limerick
Granard, Longford
Kilkenny
Coik City
South Dublin Cherry Oichard
Irish Pride Tialee, Kerry 430
Limernick
Watetford
Mayo
Poitlaoise
Cork
Cuistne de France South Dublin Tallaght 500
Galway
Coik

Sowce Kompass (2005)

genetic branded product” (SDC, 1990) The relationship between Neville Bros
(Dubli) Ltd and Dunnes Stores is shrouded m secrecy like so many other mter-firm
relationships (See Section 9 5) The degree to which ownership ties are hidden among

firms n the industry 1s indicated 1n the following quote from the SDC report (1990)

‘Dunnes Stores, with 1ts 43 branches, has a share of about 15 per cent
of the bread market and 1s reputed to own a modern Dublin Bakery,

Neville Bros (Dublin) Ltd” (emphasis added)

The 1cmoval of subsidies alone did not contribute to the number of plant closures
throughout the 1980s Per capita bread consumption, which declined at a 1ate of 0 9
per cent per annum from 1952 to 1984 (SDC, 1990), has played a significant role 1n
the decline of the industry The volume (see Table 9 5) and value (see Table 9 6) of
the luish bread market has however shown signs of improvement and growth
Accoirding to Leatherhead Food International (2003) Insh bread consumption 1s

shightly below the European average at 66 S kg per capita In 1989 the per capita

* Brennan’s includes Johnston Mooney and O Brien, Readibake, P Lyons and Doyle s
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Table 94 Relationship Between Top Itish Bakeries in the 1980s and Three of the
Five Key Gioups 1n the Irish Bakery Industry (2005)

Top Irish Bakeries 1n 1980s Post Consolidation & Current Status

Brennan s, Dublin Established a second company Readibake
Ltd

lohnston Mooney & O’Brien, Dublin -~ Now owned by Brennan’s through
Readibake 1.td

Peter Lyons Drogheda Breannan’s, through Readibake, bought 50%

stake in P Lyons P Lyons then sold his

share to Readibake after 10 years of tiading
Doyles, Dublin Biennan’s thiough Readibake own Doyles

Bought from Doyle Hotel Group in 1990s
Westein Pride, Balhnrobe

Kiely s Tipperary w

Itzgeralds, Cotk

Keatings, Kanturk Part of Irish Pride (an associate of [AWS
Wilhams, Taghmon Gioup)

Keanes, Limerick

Biennan’s, Bandon

Leydon House J
Pat the Baker, Granard Still operating
Nevilles, Macroom Closed July 2003

Souice SDC (1990), Garvey, Interview (2005)

consumption of bread was 66 kg This indicates that the bread (shiced pan) market 1s
static The amount spent on bread however 1s relatively high at €107 3 per capita ‘as
biead 1s 1egarded as a semi-luxury rather than a basic staple food, so consumers tend

to puichase moie specialities for indulgence, taste and better quality’ (Leatherhead

Food Inter national, 2003)

[hese aie some of the top Irish bakeries according to the Sectoral Development Commuttee’s (SDC)
Study of the Inish Bakery Industry (1990)
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Table 9 5 Irish Bread Market by Volume 1998-2002

1998 1999 2000 2001 2002 Percentage per annum
change 1998-2002
‘000 tonnes
236 248 249 250 252 16

Source Leather head Food International (2003)

Table 9 6 Irish Bread Market by Value

2001 2002 Percentage per annum
change 2001-2002
Luro Million
387 4006 51

Sourcc Leatherhead Food International (2003)

It 1s interesting to note that ‘Ireland has recorded the highest growth in volume and
value terms as a result of continuous product development based on convenience and
the inttoduction of continental vanieties Indeed, the snacks sector has increased by 22
per cent smce 2001, with both Ciabatta and bagels driving this category’
(Leather head Food International, 2003) Not surprisingly 1t 1s the key players within

the imdustry that dominate this new market

What these changes suggest to us 1s that standard bread 1s an infenior good while
speciality breads are normal goods This 1s consistent with the changes in the wider
economic environment brought about by the Celtic Tiger 1 e population growth and

rapid income growth

Table 9 7 below displays the value of the various elements of the bakery market 1 e

bread, cakes and biscuits and shows that m all cases imports greatly exceed exports
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Table 9 7 Overview of Irish Bakery Matket 1n 2002

Size of Imports Exports  Irish Industry

Market QOutput
Bread & Morning goods €406m €56m €18m €368m
Cakes €140m €80m €lm €61m
Biscuits €229m €156m €108m €181m
Total €775m €292m  €127m €610m

Souice CSO 2003 Leather head Food International (2003)

94 Structural Changes

With the emergence of larger scale, high technology bakeries such as Neville Bros
Ltd m the late 1980s smaller bakeries were unable to produce standard bread
competitively This spurred the smaller bakeries to broaden their range to include
specialities for local (rather than national) markets and to outsource their
requirements of standard bread from plant bakers that were able to produce bread
moic efficiently due to economies of scale As a result of these changes a two-tier
stiucture emerged 1n which a small number of large bakeries dominated the national
maiket and a large number of small bakeries catered solely for the local market (SDC,

1990, Gaivey, Interview, 2005)

The emergence of m-store bakeries further changed the nature of the bakery business
Inttially, n-store bakeries such as Superquinn competed against, and 1 some cases
put out of business, the high street baket (craft baker) (Garvey, Interview, 2005)
Through interviews with a number of North Dublin bakeries (See Table 9 8 for
details) it bccame apparent that in-store bakeries formed the basis of a new market to
which they could sub-supply part-baked produce (that was then later baked-off in-

store)

The arrival of Cuisine de France (located in Tallaght, South Dublin) in 1990
“revolutionised the bakery industry” (Garvey, Interview, 2005) through its
muoductton of part-baked products to the Irish market and 1ts sub-supply

relattonships with existing (local and national) small bakeries Small bakeries in
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Noith Dublin had one of two choices — supply to Cwisine de France or compete
agamnst them Of the four firms mterviewed, all supply to Cuisine de France Section
9 7 below outhines how these sub-supply relationships have had mimimal effect on

otganisation within firms and neghgible effect on promoting co-operative practices

Table 9 8 Size and Age of North Dublin Firms®

Fim Year No Employed
Name’  Estabhshed

Fum 1 1950 35

Fum2 1988 45

Firm 3 1988 25

Fumd4 1887 100

941 Linkages n the Value Chain

There 1s a stiong history of mterconnectivity (1 ¢ ownership) within the different
clements of the bakery value chain for example between millers and bakers The
SDC (1990) notes that while the majority of bakeries in 1975 and 1989 were privately
owned, Ranks (I) Ltd owned three bakeries mn 1975 through a subsidiary company
The Odlum group for a short time owned Johnston Mooney and O’Brien and Downes
& Son Ltd until 1988 and 1989 respectively The Greencore Group and IAWS group
now jointly own the Odlum Group The IAWS group, through one of its membet
fiums — Shamrock Foods — owns Boland’s Mills Odlum’s and Boland’s are the only
millers 1n the Republic of Ireland and therefore dominate the supply of flour within
lieland Figure 9 1 shows IAWS Group mvolvement at both the milling and baking
stages of production Through Odlum’s and Boland’s the IAWS group controls the
matket for the supply of flour in Ireland This means that all bakeries (craft and plant)
sourcing flour 1n Ireland do so through one or other of these IAWS owned
subsidiaiies Figuie 9 1 also shows the significant presence that the IAWS group has
at the next stage of production — bakmg It should be noted that the Irish Pride group
comprises six bakenes (see Table 9 4) The presence of a large corporate group such
as TAWS at both the milling and baking levels means that they are able to harness a

great deal of market power within the industry

* Only the firms mterviewed have been included m this table
* For confidennality 1easons 1t 1s not possible to disclose the 1dentity of the fiims

204




Figure 9 1 Relationship Between IAWS Owned Millers and Bakers

Value Chamn
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Odlum’s Boland’s Milling
IAWS Grou,J N
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Insh Pride : Baking
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95 Rivalry Rather Than Co-operation

‘Neirther does a common background necessarily imply co-
operation, as a basic value may be non-co-operation Even 1n
areas where many of the features of the communitarian model
are present, co-operation 1s not a preferred strategy’ (Paniccia,

1998)

T'hiough mterviews with key industry personnel 1 e trade association representatives,
development advisors in the indigenous development agency6 and directors of bakery
opelations 1t emerges that a basic value under which all bakeries operate 1s a keen
sense of nivalry and secrecy From our basic preliminary inquiries (initial mterviews)
to moie detailed investigations (semi-structured and structured interviews) these
values were repeatedly highlighted as factors mnhibiting successful co-opetration
Interviewees were not prompted to respond with these sets of values instead each
individual used these terms to explain the dearth of co-operation among firms in the

sSectot

Co-operation has been mitiated by third parties 1e the trade association and the

development agency and indeed by one firm but all attempts have failed to produce

® Enterprise lreland
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close inter-organisational linkage due to these two basic values which shape the ‘rules

of the game’

951 Rwalry at Inter-firm level

The sense of rivalry exists at two levels The first level 1s the firm level and the
second 1s the supporting organisation level At each level there exists inter-firm and
inter-orgamsational rivalry We discuss inter-firm rivalry first The nature of this
tivalty has prevented collective action for the promotion of Insh branded bakery
products which the SDC (1990) highiighted as a necessary initiative for the growth
and development of vanious segments of the market Despite a fiercely competitive
and piice sensitive climate there has been little effort on the part of small to medium
sized bakeries to jointly purchase inputs such as flour The bakery industry has
traditionally been one that 1s shiouded in secrecy so as to protect family traditions and
tecipes for example (Garvey Interview, 2005) and 1t 1s suggested that firms do not

engage 1n co-operative processes so as to maintain the historic levels of secrecy

Despite the efforts of the Flour Confectioners and Bakers Association (FCBA) to
promote joint purchasing activities among 1ts bakery members all such attempts have
fatled The FCBA secretary, in interview, suggested that there exists a conflict of
interests between the organisation’s associate members 1 ¢ suppliers (€ g Odlum’s
and Boland’s) and its small bakery members (1e¢ buyers) and that suppliers are
“stiongly against” any such co-operation Indeed, the larger member firms (which
mclude the five key bakery groups identified i Section 9 2 2) were also opposed to
small firm collaboration, as 1t would pose a threat to their market power The fact that
both the chief executives of Brennan’s and Neville’s sit on the commttee of the
FCBA has played a significant role in determining the association’s direction and

agenda

This scenario 1s largely similar to that documented by Paniccia (1998) n the Italian
mndustnial district of Casarano where large firms (1,000 workers) co-exist alongside
small firms As the large firms are almost completely integrated, they do not operate
n co-opetation with the smaller ones and their power has mnfluenced the strategy of

the local trade association Common mitiatives that are taken by local supporting
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organisations are often short lived because they do not have the support of the main

actot n the local economy

Attempts at co-operation, outside of the realm of the trade association and among
small to medium sized bakeries have also failled The director of one small sized
North Dublin firm’, in interview, described how he had tried to organise a joint
putchasmg venture amongst his fellow small firm competitors Despite his mter-
peisonal connections (that involve playing golf and meeting for drinks) with some
dnectors of competing firms, a purchasing consortium failed to emerge because of
fear of opportunistic behaviour What this indicates 1s that there 1s entrepreneurial

vision but that it 1s individual rather than collective

This failure to co-operate can again be related to a scenario documented by Paniccia
(1998) whete ‘tacitly accepted rules’ wathin a local community not only prevent co-
opeiation but also promote opportunistic behaviour such as poaching of employees,
even among firms whose managers meet informally m cafes and bars Paniccia
(1998) adds further that ‘friendship linkages, belonging to the same political party o1
1deology, as in Civitacastellana, Prato, Bassano etc are not an obstacie to free riding,
non co-operation and opportunistic behaviour’ Among the reasons for this are
economic centives such as saving on productivity that outweigh the rnisk of
1etahation, which 1s almost zero (Paniccia, 1998) While there exists a set of social
networks 1n the bakery sector in Dublin — for example socialising at the FCBA
otgamised events such as the annual ball and golf tournaments and as mentioned
above firm owners meeting one another in a social setting — there 1s no nter-
1elationship between business and social activity What this means 1s that, as in the
Italian case, 1f opportunities arise (e g poaching of labour, making improvements to
productivity) that somehow 1mpinge on the business of competitors such activity 1s
deemed acceptable, as 1t will not conflict with any social interaction Social
embeddedness 1n this context has not facilitated the transition from purely market

exchanges to more co-operative mteraction

"The ditector at mterview requested that his firm remain anonymous
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Co-operative strategies such as the organisation and co-ordination of the Bakers and
Confectioners Skillnet Programme by the FCBA® have succeeded 1n addressing a
skills shortage() within the industry However, the sharing of knowledge (1 ¢ know-
how) and information and general sectoral collaboration amongst firms with common
traiming needs has proved less successful We were informed by representatives of the
FCBA that even within the large bakery groups, such as Brennan’s and the IAWS
owned Insh Piide bakeries, traiming and examinations were performed at each
individual plant rather than collectively within one of the group’s plants The tramning
cowses, which require a minimum number of hours of participation n order for
employees to become certified, were designed around firms needs This precluded the
dehvery of traming courses 1n any central or collective manner 1 ¢ being held in one
particular place and indeed prevented the examinations from being conducted 1n any

onc plant o1 venue

The overwhelming strength of the values under which firms operate 1 e secrecy and
1valry have succeeded in moulding the provision of traming in this manner (Garvey,
Interview, 2005) Even where a number of firms are members of the same corporate
gloup segiegation for training purposes was a requirement The rationale for this hes
in the desire to maintain secrecy at almost every level and across all elements of the
groups’ operations so as to avoid any nadvertent transfer of information or know-
how among firms’ employees (Garvey, Interview, 2005) This model stands n stark
contiast to the grupp: model of the Italian industrial districts where business groups

‘are a very important stimulus for cumulative learning and learning by doing’

(Paniccia, 1998)
952 Rwvalry at Inter-Organisational Level

In addition to mter-firm nvalry, we indicated above that inter-organisational rivalry
also pervades the two supporting orgamisations — the Insh Association of Master
Bakers based at the National Bakery School in Dublin Institute of Technology (DIT)

and the FCBA Instead of joint promotion of the industry, the two associations aie

“ The Bake1s and Confectioners Skillnet programme was set up in November 1998 and 1s funded by the
National [naiming Fund through the Department of Enterprise, Tiade and Employment
" 80 per cent of bakery employees have no formal ttaiming or qualifications (Food Iieland, 2003)
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cngaged 1n a competitive battle to service the industry’s training needs This has
further fuelled nter-firm rivalry among bakeries as firms seek support from one or
other of the associations A director of one of the north Dublin bakeries, when
questioned about trade association mvolvement, suggested that he had “no time” for
the FCBA but was actively involved in training programmes administered by the DIT
association The division 1n trade association membership has prevented firms from
shaiing a common set of characteristics upon which trust and co-operation among co-
located firms can be established As highlighted in Chapter 8 the trust underpmning

the development of the PCI was fostered in this exact manner

As long as nivalry pervades at the inter-organisational level (1e between the two
trtade associations) a custom of co-operation rather than nivalry 1s unlikely to be
established In the Italian industnal districts, for example, Der Ottati (1994)
emphasises the spectal role played by a large number of formal institutions that
include, among others, trade associations These nstitutions are responsible for
supporting, reinforcing, policing and spreading the values of constructive competition

and co-operation

953 Sources of Rwvalry

Historically, firms have competed on the basis of price This tends to further fuel the
nvalry amongst firms operating in the industry (Leatherhead Food International,
2003) and, as indicated 1n Sections 243 and 245 in Chapter 2, obstructs co-
operative behaviour According to the SDC (1990) price 1s a major determinant in the
purchase of bread (1e bread 1s price elastic) evidence of which 1s in the ‘sharp
increase in own brand label bread sales following the bread price war of early 1989
Given that price wars pose a significant threat to profitability companies are
beginning to compete on non-price factors such as advertising and promotion, brand

positioning, ptoduct quality, functionality or packaging (Leatherhead Food
International, 2003)

The SDC (1990) notes, however that
“The dominance of the market by generic brands makes 1t difficult for

a manufacturer to sustain a premium brand 1mage by promotion alone
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Of the major brands Brennan's first established its name by perceived
quality and then consohdated this through promotion That there 1s
some customer loyalty to brands ts evidenced from the willingness of
other bakers to buy and produce branded breads after their original
bakers had ceased manufacturing but 1n a static market with major
channels of distribution (1 e the multiples) having much more price
leverage than the bread manufacturers and with minimal product

differentiation, the role that promotion can play 1s supplementary’

What this highlights 1s that competition based on price will always be feature of
operations 1n the bakery mdustry While the market for sliced pan bread is static (1 e
sliced pan per capita consumption) other areas of the market are experiencing growth
namely speciality breads and morning goods, the sale of which 1s up by 43 per cent

since 1996 (Cahalan, Interview, 2003, McLoughlin, Interview, 2003)

96 Hidden Ownership Ties

The degiee of secrecy amongst firms operating 1n the bakery industry 1s reflected in
hidden ownership ties among horizontally ahgned firms It was only through
interview with either the firms i question or the FCBA representative that linkages
were 1evealed One famuly run, small sized'®, North Dublin firm that has been in
opetation since 1950, established in 1988 a second (small sized'') bakery under a
different company name The director (Manning, Interview, 2005) indicated that the
need for a new company (with separate plant and operatives etc ) was driven by the
set of “‘competitive pressures” that prevailed at the time The original firm was and
still 1s a bakery with a number of retail and cafe outlets located across north and south
Dublin In the late 1980s and early 1990s market conditions were such that in-stote
bakeries — 1n particular Superquinn’s — were gaining market share (at the expense of
existing high street bakeries) Superquinn did not have the capacity to fulfil its own
1requirements m terms of baked goods and began to outsource The sub-supply of part
baked biead and pastries to Superquinn opened up a new market, a market that the

hakery firm m question thought could ensure 1ts survival

" The fitm employs 35 people
"' The second fitm employs 45 people
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Superquinn, however, refused to outsource its bakery requirements to this particular
bakery firm as 1t was thought that they were in competition with Superquinn because
of its cafe and 1etail bakery outlets As a solution, a second company was established
and a family member appointed to operate 1t Superquinn was satisfied with this
anangement and began to outsource 1ts requirements of baked and part baked goods
fiom the second firm A collaborative and co-operative relationship between
Superqumn and the bakery firm failed to emerge because of the bakery’s reluctance

to operate an “open book” with regard to costs etc 2

Despite the fact that family members work for both firms (for example in marketing
and sales roles) the link between the two firms 1s not widely known and preservation
of this 1s considered very important For example, once the relationship between the
two firms was revealed at interview a request was immediately made to conceal both
firms’ 1dentities Development advisors 1n the development agency also concealed the
link between the firms when nterviewed further adding to the secrecy within which
bakeries operate We are certain that the advisors interviewed were aware of the link
as they assisted 1n the start-up of the second firm Although there 1s no “official” link
between the companies on the Companies Registration Office database industry

mmsiders are aware of the connection (Garvey, Interview, 2005)

Linkages between some of the largest bakery firms were also only revealed at
nterview and despite extensive searches of various databases” the full extent of
ownetship ties among firms m bread production were not immediately apparent It
was only n interview with the secretary of the FCBA that the relationship between
Biennan’s and a number of other bakeries became apparent (Sece Table 94 and

Section 9 2 2)

97 Limted Orgamsational Change

" This contrasts greatly to the telationship that developed between Supeiquinn and Oceanpath that 1s
desciibed m Chapter 7

" The databases seaiched weie FactFinder (newsptint and trade magazine database), Kompass and
Companes Registiation Office
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Accordmg to Paniccia (1998) ‘an external player may introduce new rules of
behaviour and create a new hallmark for new followers’ thus altering the prevailing
set of 1ules and organisational design Within the bakery mdustry we can identify
Cuisine de France as the driver behind change n all four of the small to medum si1zed
North Dublin firms interviewed All four firms have altered their production to
include the provision of frozen and part-baked bread and pastries (where previously
production had been based on producing fresh pastry goods) One of the three firms
has ceased production of all lines except for those that are outsourced to them by
Cuwisine de France The three other firms supply to a number of other buyers such as

the laige reta1l multiples as well as buyers in Northern Ireland and Britamn

The 1elationship between Cuisine de France and 1ts sub-suppliers 1s highly
buieaucratic (See Tables 7 1 and 7 3 1n Chapter 7 for definition) 1n that 1t 1s based on
contract with very little scope for relational contracting 1 e unwritten rules (Grandori,
1997) The sequential interdependence between Cuisme de France and its sub-
supphers (m particular the four north Dublin bakeries) 1s characterised by one-way
hieraichical sub-contracting In other woids the contracting firm dictates the terms of
the transactions without room for mutual adjustment (Grandori, 1997) This means
that the small bakeries have little opportunity to acquire knowledge of the large firm’s
(Cuisine de France) operations This in effect hmits the extent to which knowledge
can be exchanged as ‘learning by interacting’ (Carbonara, 2004) 1s 1mpeded by
contiactual obligations Through conscious co-ordination of activities based on short-
tesm agreements Cuisine de France can effectively control the outward flow of

knowledge

Although the arrival of Cwisine de France to the market has changed the way i which
small and medium sized bakeries operate (e g the imposition of quality control
systems as well as the development of contractual sub-supply relationships) there 1s
still a prevailing sense of rivalry and secrecy that 1s preventing collaborative'* (rather

than puiely contractual) relationships from developing

"Examples of collaboiation and co-operation are given in Sections 2 4 1 and 2 4 2 1n Chapter 2
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It may be m the best interests of Cuisine de France to mamtain and promote the
cunent set of values or ‘rules of play’ (1e secrecy and rivalry amongst competing
firms) In so doing they can utilise the resources (1 e production capacity, equipment
and expertise) of its small bakety sub-contractors while at the same time preventing
the emergence of a significant group, that in the presence of a more co-opetative set
of values, could thteaten to erode Cuisine de France’s market share It can be said
therefore that asymmetry (1 ¢ maintenance of current market power) 1s a motivating
factor n the emergence of non-co-operative practices rather than co-operative ones

(as was the case with the PCI in Chapter 7)

There aie some aspects to the current artangement that enhance mter-firm linkages,
for example there now exists a set of vertical links (albeit purely economic in the
foim of sub-contracting ties) among a set of hotizontally aligned firms that prior to
Cuwisine de France’s presence in the market place would have been unlikely On the
other hand, given that there 1s no knowledge or information exchange between
Cuisine de France and its sub-contractors, beyond what 1s required to fulfil
contractual obligations, there 1s httle or no long-term dependency on the small
bakeries (for expertise and know-how) which renders them highly substitutable For
the one bakery that produces solely for Cuisme de France, cessation of contract would

mean certain closure

Despite the fact that the four north Dublin bakeries share common characteristics, 1 €
they are all involved 1n the sub-supply of part-baked and frozen produce to Cuisme de
Fiance, there has been no attempt to co-operate with one another This further
emphasises the fact that the rules of play are firmly characterised by a sense of
distiust, that stems from an inherent sense of rivalry and secrecy We indicated n
Chapter 2 (Sections 242 and 2 4 3) that trust could emerge as a by-product of
cconomic mteraction This has to date, however, not been the case among either the

small bakery firms or between the small bakery firms and Cuisme de France

The blame for failure to mnstigate a more co-operative and less rivalrous business
cnvironment cannot be apportioned solely to the large groups operating within the
industry (such as Cuisine de France) — small firms are equally responsible All four of

the North Dubhin bakenes are family owned firms The same can be said for the
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majority of small bakeries operating 1n lreland 1n general (Garvey Interview, 2005) Tt
15 this small firm charactenstic that may be at the root of non co-operative practices
In Chapter 7 for example we highlighted that fam:ly within the fish processing sector
provides the means through which values and norms of behaviour are propagated In
contrast to the fish-processing sector however, the values that have been generated n
the bakery sector are individualistic (rather than collective) and rivalrous (rather than
co-operative) Additional factors have, of course, played a role mm shaping
orgamisational design and we should be mindful of these, for example price
competition, the history of price wars and the emergence of large bakety groups that

have dominated the agendas of supporting organisations

971 Why Cutsine de France is a “bad” Leader Firm

Despite the success story behind Cuisine de France and its growth from a small,
piivately owned firm employing 14 people in 1992 to a large publicly owned
company employing i excess of 500 people in 2005 1t 1s arguable that this 1s less a
success than 1t might have been from the point of view of the Irish bakery industry as
a whole Through a series of market based links Cuisine de France has established a
laige base of sub-suppliers to which 1t sub-contracts the production of various baked
goods While we do not dispute the benefits of these market based links they are
however transitory By not engaging in relational contracting, Cutsine de France has
failed to embed 1n Dublin and/or Ireland Its set of suppliers, as indicated above, 1s
entiely substitutable Failure of large firms to embed themselves in Ireland has in the
past 1esulted 1 their re-location to other, low cost destinations leaving heavily
dependent suppliers without buyers (See Section 3 3 2 in Chapter 3 for detail of this)
The stiuctural changes that have taken place within the bakery industry n Ireland 1n
the last 10 years (e g the creation of sub-contracting ties) are therefore flawed due to
the lack of embeddedness on the part of the contracting or “leader” firm Moreover,
these smaller sub-contracting firms are not afforded the opportunity to learn by
interaction, as co-operative or relational linkages are not pursued Knowledge and
learning therefoie reside in one firm and are prevented from being diffused to other

firms opcrating within the industry
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98 Discussion

Theie are three types of linkages that have over time emerged 1n the bakery sector At
a national level these have manifested themselves 1n the form of ownership links that
have culminated 1n large bakery groups More recently — 1 e since the establishment
of Cwisine de France —horizontal linkages have developed both locally and nationally
but these ate co-ordinated on the basis of contract Despite continuous re-contracting
1t seems that trust has failed to emerge From our interviews with firms and with the
FCBA 1epresentative we can conclude that firms generally conduct transactions at
arms length In other words they are co-ordinated on the market There 1s no evidence
1n the bakery sector of the extra-market co-operation that has evolved 1n other sectors
or sub-sectors fiom inter-personal, maiket based interaction Where that kind of
interaction has generated trust in other cases, it has not done so among the bakeries

The main 1eason for this seems to be a belief that acting as a stand-alone firm 1t 1s
possible for a bakery to protect family traditions (e g recipes) and avoid the

opportunistic behaviour that closer ties might mvite

The dominance of large firms has been further compounded by the emergence of
laige bakery groups (e g the IAWS owned Cwismme de France and Irnish Pride
Bakeries) This has meant that trade association agendas have been swayed by the
power of the large firms to address the 1ssues most pertinent to them As a result,
trade association 1nitiatives to encourage co-operation (e g joint purchasing) among
small sized bakeries have been suppressed The historic nivalry, competition based on
price and the price wars of the late 1980s have produced a set of values (1 e rules of
the game) that do not allow for co-operation Given that the firms in operation 1n
north Dublin aie well established (see Table 9 8) and were n existence dunng the
price wais, the memory of destructive competition 1s not far from the minds of their
dnectors Through continued family involvement this memory 1s passed from
generation to generation In so doing, the values of rivalry as well as secrecy are
nurtuted and maintamed This leads to the concluston that concentration (of both
fiims and employment 1n a particular location) does not necessarily lead to co-

operation

215




We hypothesised in Section 9 2 above that the failure of bakery firms to co-operate
was due to a number of factors and the interplay between them From our empirical
data and analysis we have shown that this 1s the case Firstly, the conventions (rules
of play) under which firms operate propagate the values of secrecy and nvalry In
other woids they provide the context within which all transactions are conducted
Inteitwined with this set of conventions 1s the way m which firms compete with one
another Competition based on price has remnforced inter-firm rivalry To steer firms
away from destructive competition the literature emphasises a role for supporting
orgamsations such as trade associations that could promote competition based on
quality for example Trade associations in the bakery sector are not providing the
level of “institutional thickness” necessary to provide a new co-operative context
within which inter-firm relationships could be generated This 1s due to the fact that
intcr-orgamsational rivalry permeates the two trade associations What this means 1s
that there 1s no collective or integrated approach to industry needs Furthermore, this

1s contiibuting to the “distance” between firms

Wheie supporting organisations fail to co-ordinate co-operative processes large
“leader” firms may succeed 1n mmplementing collaborative processes In the bakery
sector the reverse 1s evident The sub-contracting relationships that Cuisine de France
have entered into with small and medium sized bakeries around Ireland, but in
particular North Dublin, are formalised to the extent that relational contracting 1s not
enteted mnto Moreover, small firms have little opportumty to learn through
interaction as Cuisine de France controls the outward flow of knowledge by favouring

short-term agreements over longer relation based partnerships

The leader firm behaviour in this case study can be attributed to structural
characteristics of the bakery sector, 1n particular the presence of industry groups that
control a number of large bakery operations To maintain market power 1t 1s 1n these
imdustry groups’ interest to promote the current set of values (1e secrecy and rivalry)

so as to prevent the emergence of a significant group of co-operating small firms
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Chapter 10 Discussion

101 Introduction

In this chapter we compare and contrast the inter-firm relationships in North Dublin’s
fish processing (Chapter 7), printing (Chapter 8) and bakery (Chapter 9) sectors In
doing so, we establish what has caused different inter-firm dynamics to emerge
Grven that firms 1n each of the sectors share the same geographical place, in other
wolds they have in common with one another elements of the transactional and
contertual environment 1 ¢ the place, North Dublin, in which economic activity takes
place, there are other factors in their respective transactional and contextual
enviionments that have shaped the nature of interaction between and among firms It
1s to the difference 1n sectoral attributes — some territorially specific — that we attribute
disparate trajectories mn firms’ mteractive processes Although these have been
highlighted and discussed 1n each of the case study chapters some further evaluation
1s tequired so as to state more clearly the contribution made (by the case study
findings) to the general discourse on modes of local cluster development and m
patticular to knowledge of local economic development in Ireland Within this
clanfication process an assessment 1s made as to whether the mter-firm dynamics

documented constitute industrial clustering

102 Transactional and Contextual Environment

In Chapter 2 (Section 2 11) we gave a brief description of transactional and contextual
envitonments Storper (1997b p41) believes that the latter influences the nature of the

former and he elaborates on the role of each within a region

“The region 1s not merely a derived outcome of the informational
ot cognitive structure of transactions associated with technologies
and organizations, however For one, the conventions and relations

which develop 1 association with particular production systems 1n
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a given 1egion may affect the long-term evolution of technologies

and orgamisations 1n those sectors

In other words, human relations, rules and conventions (contextual environment) are
at the heart of the economic process and transactional relations (transactional
enviionment) are co-ordinated on the basis of the rules of the game that are derived
fiom conventions Furthermore, Storper (1997b p41) suggests that even market
(1ather than co-operative) linkages depend on ‘specific conventions of market action

among actors without which there 1s no co-ordination among them’

Stoipet’s (1997b p41) fundamental argument 1s that ‘the ensemble of conventions
and 1elations that come 1nto existence 1n a territorially defined way may cut across the
artay of production systems and activities found there, affecting the evolutionary
pathways of a variety of sectors in a regionally or nationally common way’ This,
however, cannot be said for the three sectors mn North Dublin In other words there 1s
no sense of commonality (such as shared values, rules of game etc,) among firms 1n
fish processing, printing and bakery simply by virtue of their shared location This
means that despite sharing a locatton there 1s no unifying contextual environment and
thetefore their respective transactional environments 1€ 1nput-output, supply chamn

and other market and/or co-operative relationships are consequently different

102 1 The Three Sectors Common Features

There are some features common to all three sectors that strengthen the aigument for
compatative analysis n the first place All three sectors are classified as traditional
and 1n mature stages of their respective industry life cycles All three sectors, to
varymng degrees, display spatial concentration in North Dublin In orgamisational
tcims the firms that comprise these sectors are small to medium 1n size and
predominantly mdigenous The exceptions to this are in the print and bakery sectois
where there are foreign owned parent companies 1n the former and publicly owned
companies 1n the latter — some shares of which are held by foreign owned firms
Fums 1n fish processing and bakery are characterised to a large degree by family

owneiship structures
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1022 Contextual and Transactional Environments un the Fish Processing Sector

To teiterate contextual environment comprises social nstitutions, conventions, norms
and trust — mostly non-physical features that are embedded in place and specific to a
given location The contextual environment shapes and frames the environment
within which transactional and non-transactional inter-firm relationships occut
Among fish processing firms 1 Howth, North Dublin there are norms of economic
behaviour that are both place specific and historical n context i that they have
evolved over time through (local) social mteraction This local, social interaction has
bcen made possible by combined sectoral and location specific charactenistics The
sectolal characteristics are those which require a firm engaged in secondary fish
processing (without 1ts own fleet of boats) to source mputs at fish auctions Agents
fiom competing firms are physically gathered together on a regular basis (sometimes
daily) thus creating a social environment in which tacit information 1s exchanged and
1epeated personal interaction 15 nurtured The locational characteristics are such that a
number of boats operate out of Howth and a fish auction 1s held at least thiee times a

week by the co-op The basis for local social interaction 1s thus apparent

This 1epeated nteraction has enabled the various actors to undertake an activity (local
sowcing of mputs) with the expectation that they have a ‘framework of action’ n
common with other actors engaged 1n that activity (Storper, 1997b p45) What this
means i actual terms 1s that destructively competitive behaviour has been avoided
and a collective approach to the sourcing of inputs has emerged This latter conclusion
should be treated with some caution however, as firms’ specialisation has also
contiibuted to honzontal co-operation What these particular conventions have
facihtated 1s the sharing of information (prices) among a group of co-located

competing firms

The means through which values and norms of behaviour are propagated in this
instance 1s the family as all the firms in Howth aie family owned and have had a long
association with a location on the pier These “norms” co-ordinate another aspect of
mput sourcing — the vertical mter-firm relationship In the case of the processor,
Oceanpath, and the boats (local and non-local supplters) co-ordination 1s based on

sectoral norms of conducting business and a collective vision for the whole of the
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industry which endeavours to ensure that each actor along the supply chan stays n

business

There 15 a mutually reinforcing process between transactional and contextual
enviionments Repeated economic exchanges between vertically aligned firms (e g
between the auction house and Oceanpath) have led to resource sharing 1 ¢ shaiing of
1efrigeration space This co-operation is co-ordinated less on the basts of social trust
and mote on the basis of trust derived fiom repeated economic transactions Out of
the tiansactional sphere tiust has emerged and a contextual dimension created,
foimng the basis for further interactive processes Moreover, this serves to embed the

economic (transactional) linkages

Although there 1s a mix of relationship types within the sector — from organic to
consciously co-ordinated - they can all be described in terms of social networks
Despite the different co-ordination mechanisms what 1s common throughout the
various mterdependencies pooled, intensive, sequential and reciprocal 1s the social
(informal) rather than bureaucratic (contractual) nature of the relationships The
cieation of these social networks was made possible by shared values and social trust
(in regard to fair competition, collective action and commercial information sharing)
and 1eputation and dyadic trust dertved from repeated transactional exchanges (in

regaid to 1esource and technical information sharing)

Betwceen the leader firm (Superquinn) and 1ts fish suppher (Oceanpath) a contextual
environment has been created that has thansformed a purely transactional (supply
cham) 1elationship mnto a collaborative, knowledge sharing and ultimately innovation
imducing one The success of the relationship (as discussed in Chapter 7) can be
attuibuted to bilateral trust, openness and commitment There 1s a strong temporal
dimension however to the creation of this particular contextual setting Over tune,
mter-personal trust evolved nto process-based trust that eventually resulted in dyadic
ttust This atmosphere of trust has ensured the successful co-ordination of the
1elationship without contract Furthermore, a mutually beneficial partnership has been
created facilitating improvements in the supplier’s strategic and managerial functions
(as mn the flagship model discussed in Section 7 6 1n Chapter 7), while at the same

time bridging the gaps i technmical information via the leader firm’s external sources
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ol knowledge (Boschma and Lambooy, 2002) Acting as a source of external
knowledge or a channel through which external knowledge 1s received the leader firm
has led the supplier to innovate 1n a number of different ways e g automating,
traceability, new product development (value added products) Moreover, the leader
firm has significantly enhanced the suppliei’s configurational capabilities (Bender and
Lacstadius, 2005) by providing financial support for the modification of production
systems and attendance at trade fairs thus enabling them to pursue a second or third
staiter mnovation strategy In short, the leader firm enjoys the benefits of vertical
mtegration without vertically integrating — what may be termed quasi-vertical

mtegration (Langlois and Roberston, 1995 p138)

An element of the transactional environment 1 ¢ the way in which firms compete 1n
(ish processing complements and renforces the values of fair competition and
collective action By competing, less on the basis of price and more on quality and
ways of adding value to generic products, firms are differentiated from one another
Fuirthermote, specialisation has allowed firms to carve out market niches and avoid

ditect competiion Such an environment 1s conducive to co-operative processes

Faced with uncertainty 1n terms of level and consistency of supply due to depleting
fish stocks as well as quota limits firms are only guaranteed supply via aquaculture
production Through co-operation between complimentary processors (1 ¢ processors
of shellfish and processors of white fish) sharing of supply has helped to maintain the

channels fo1 obtaining wild species open

Theie arc 1eal economic interdependencies (transactional) between the firms 1n North
Dublin due to the structure of the sector and the way 1n which firms diverge from pure
processing (e g wholesale transactions among the secondary processors) that
1emfoice their co-location from a logistical viewpoint Storper (1997b p4l) 1s
however, keen to point out that ‘the proximity-inducing effects of conventions may
“diag on” for long after the mput-output (transactional} reasons that brought
geographical concentration of the production system mto being have disappeared’
The existence of trust (social and dyadic), social institutions and conventions are
therefore integral to continued economic and co-operative interaction among groups

of fiims 1n Notth Dublin’s fish processing sector

221




102 3 Contextual and Transactional Environments in the Printing Sector

Unlike the fish-processing sector in North Dublin, the printing sector 1s characterised
(both locally and nationally) by a high degree of inter-firm rivalry with firms
generally keeping their cards close to their chest (Jacobson and Mottiar, 1999)
Unlike the fish processors in Howth there 1s no evidence of information sharing
(commercial) among competing firms m North Dublin’s print industry Simuilarly,
there 1s no history of co-operative action (apart from that which occurs within the
supporting organisation) This makes the first case of co-operation — the PCT — an

impottant one as 1t represents organisational change within the industry

The contingencies for motivating the formation of the PCI — an alliance between five
competing firms — can be found i the mdustry’s immediate (transactional)
cnviionment Despite the range and mix of contingencies motivating the formation of
the PCI 1t would not have been created without trust (an element of the contextual

cnvitonment) as a facilitating mechanism

It 15 the set of sectorally, rather than spatially, specific factors which have been
identified as the motivations for the alliance formation (see Sectron 8 7 tn Chapter 8)
Market conditions 1n relation to the procurement of large public printing contracts
wete such that Irish firms had zero market share because their European counterparts,
with cconomies of scale and scope, had created barriers to entry Individually, the
five Mims did not have the scale o compete agamst European firms However when
1esouices (physical and human) were combined, efficiency was created that enabled
the removal of entry barriers In addition to this there was a desire to obtain synergies

in technology and information sharing

Maiket conditions alone however did not trigger the creation of the PCI
Envionmental conditions such as the rate of technological change and internal
conditions (within firms) such as the lack of efficiency (in terms of scale) and a
diverse range of skills (knowledge) and technology in production processes
(property) combined to create a climate where firms had one of two choices either
co-operate to prosper or compete against one another and run the risk of reduced

margins and profits -
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The contextual environment however, 1s what has moulded the PCI and transformed
it fiom a theoietical solution to an industry problem to an actual functioning entity
capable of resolving certain sectoral 1ssues Within this contextual environment lies
the initial entrepreneutial vision of the firms’ managing directors More importantly,

howevel, 1s the 10le of trust and 1ts involvement in the co-ordination of the PCI

The industiy’s common value system promotes core values of secrecy and rivalry -
both of which have prevented co-operation from taking place mn the past A sub-
system for the creation of common values 1s however, engendered 1n the industry
1epresentative organisation— the Irish Printers Federation (IPF) — that acts as a vehicle

for charactenistic, institutional and knowledge based trust

Like the trust that evolved between the leader firm (Superquinn) and its suppher
(Oceanpath) n the fish processing sector there 1s a temporal dimension to the creation
of a trustmg environment 1 the case of the PCI firms Four of the five MDs served
together on the council of the IPF over a twenty-year period Repeated social
inleraction 1n an nstitutional envitonment (representative organisation) has played an
impottant role in fostering trust and co-operation m the case of the PCI It 1s not
automatic that knowledge, institutions or even common characteristics are translated
into tiust (Dwived: et al, 2003) Often there 1s a trial period in which repeated
tiansactions and close ties allow for the formation of trust For the PCI, this trial
petiod 1s evidenced in the two-year peitod prior to formalisahon Through jomnt
sctvice on the IPF council (rather than mere membership of the federation) the MDs
had 1epeated dealings with one another and a common background was established
upon which a mutual understanding was developed This meant that MDs could
undertake an activity with the expectation that they would have a framework of action
1n common with one another (Storper, 1997b p45) Through personal interaction the
MDs acquired extensive knowledge of one another— further instilling the basis for

frust

The mitial arrangement among the four original PCI member firms (that operated for
two yeais) could be classed as a social network as it was co-ordinated without
conhact Despite the creation of a formalised governance structure in 2002 -
cmbodied in a three page contract binding the firms as partners and including the

appointment of a managing director to oversee the PCI’s operation — the consortium
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operates largely on the basis of mdividuals’ “word” rather than any formal
contiactual stipulation In other words, 1t 1s the particular contextual environment

desciibed above that has led to the PCI’s operational success

Unlike the fish processing sector where trust, in part, has developed because of actors
geoglaphical proxmmity to one another the basis for trust between PCI member firms
ts organisational rather than spatial proximity Although the PCI firms are located
neaiby one another trust was the outcome of mter-personal exchanges and joint
service of the member firms’ managing directors on the IPF council In theory,

theiefore, co-operation could have taken place between spatially dispersed firms

What the printing case study shows 1s that a prevailing set of conventions which
determine the action frameworks of firms in sectors can be overndden by a new or
indeed, sub-set of conventions that are created socially and institutionally and 1esult

in the formation of bureaucratic networks

10 2 4 Contextual and Transactional Environments in the Bakery Sector

The conventions (1 e rules of game) 1n the bakery sector, like the general set of values
In the printing sector, promote secrecy and rivalry in the transactional environment
Unhke the printing sector however, a new sub-set of conventions have failed to
emerge and so the predominant firm type 1s “stand-alone” (see Section 2 8 in Chapter
2 for an explanation of this firm type) The failure to develop a new set of
conventions 1s attributable to aspects of the transactional environment for example the
dominance of pirice competition Nurturing and re-generating the existing set of
conventions 1s a large firm that, in contrast to the leadet firm in the fish-processing
seclor, engages 1n mghly formalised sub-contracting arrangements with zero scope
for 1elational exchange What this means 1s that the small firm sub-contractors have
littlc opportunity to learn through mteraction as the “leader” firm controls the outward
flow of knowledge by favouring short-term agreements over longer relational based
partnciships This serves to insulate small firms from opportumties to acquire new

knowledge thus preventing innovation from occurring
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In the print sector the creation of a sub-set of values (1€ trust) 1s linked to the
industry’s supporting organisation In other words the trade association has provided
an envitonment where trust 1s fostered through actors’ joint participation on its
council What this means 1s that 1n the print sector there exists a level of “institutional
thickness™ capable of changing the prevailing contextual environment and inducing
co-operation This 1s however, not the case in the bakery sector The reasons for this
atc as follows first, inter-organisational 11valry permeates the two trade associations
preventing any collective or integrated approach to industry needs, second, the split at
inter-orgamsational level means that firms are unable to find “common ground” upon
which co-opetative processes nught be built and third, trade association agendas are
swayed by the power of large firms or groups of firms to address the i1ssues most
pertinent to them As a result, trade association 1nitiatives to encourage co-operation

(e ¢ joint purchasing) among small sized bakeries are suppressed

Other stiuctural characteristics however, have played a role in maintaining inter-firm
nvaliy and seciecy, primarly the age and ownership profile of bakery firms Given
that the firms n operation in North Dublin have been located there for some time
(e g one firm was established n the late 19™ century while others began their
operations n the mid to late 20" century) and were m existence during the price wars
of the late 1980s, the memory of destructive competition 1s not far from the minds of
then directors Through continued family involvement (both ownership and control)
this memory 1s passed from generation to generation The values of rivalry and
sccrecy dictate the action frameworks of firms and so co-operation 1s avoided so as to

hedge against opportunsstic behaviour

1025 Contextual and Transactional Environments i the Three Sectors

Explaining the Differences

Although each of the sectors are characterised by some degree of uncertainty, the way
m which firms in fish processing, printing and bakery have 1esponded to such
uncetrtainty 1s hugely divergent We outlined i Section 2 4 6 in Chapter 2 that co-
operation between firms facilitates the reduction of strategic uncertainty and that
stiuctural change leads to modification of organisational structure We described how

1clationships evolve from organic, spontaneous forms to more structured, conscious
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and deliberate linkages depending upon the degree of uncertainty The implications
for o1ganisational structure are that firms are orientated more towards deliberate co-
ordination or ownership integration than organically co-ordinated forms of inter-firm

1elationships

Before we explain the causes of the differences in inter-firm relationships in the three
sectors let us reiterate briefly the uncertainty that 1s characteristic of each of the
sectors In the fish processing case study, the leader firm-supplier relationship 1s
fiamed m a context of uncertainty with regard to food safety whereby control over
standard of production, range of products etc was necessitated by growing consumer
concerns about the safety of fresh produce In addition to this, fish processors were
faced with structural change due to consolidation on the purchasing side This
resulted n the consolidation of processors or processors searching for ways of
differentiating themselves We showed that a coping mechanism for dealing with

such structural change 1s to seek some type of external affiliation

Within the printing sector technological change has meant that firms have had to
adapt and modify the way i which they produce outputs The rate of technological
change 1s high which means capital investment in equipment carries a high risk — the
risk of functional obsolescence Throughout the 1990°s changes in a specific market
serviced by the printing sector took place that caused Irish print firms to concede
market share to thewr European counterparts (see Section 8 6 i Chapter 8)
Uncertainties 1 relation to re-entering this market were brought to the forefront as
individual Tiish firms lacked the scale and diverse range of skills and services to

compete aganst European firms

Unceirtainties m the bakery sector surround the government withdrawal of 1etail price
mamtenance and bread subsidies to bakeries Structural change m the form of
1ationalisation processes and bakery closures together with changes m bread
production introduced low price generic branded products In addition to this, per
capita bread consumption in {reland 1s below the European average Falling consumet
demand for certain products (sliced pan) and rising consumer demand for others (1 ¢

speciality breads) has further fuelled a climate of uncertainty in the sector
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Stotper (1997b p41) suggests that uncertainty can be resolved through convention
among actors but that the form of resolution 1s not determined by the uncertainty
itselt  Applymg this rationale to each of the sectors 1t 1s clear that mechamisms for
dealing with uncertainty will be different so long as the conventions that underlie
firms’ behaviour are also different In other wotds, the existence of uncertainty alone
will not lead to the development of co-operation, mstead some social institution o1
pre-existing tiust will induce the co-operation where co-ordination integration 1s
favowred Uncertainty, however, can also be managed through vertical ownership

integration as an alternative

The underlying set of conventions 1n each of the sectors determines the way in which
fums 1espond to uncertainty Given the particular set of conventions (see Section
10 2 4 above) that determune firms’ behaviour 1n the bakery sector 1t 1s not surprising
that the mechanism for coping with uncertainty 1s vertical integration Furthermore,
the pievalence of large bureaucratic industry groups that favour short-term
contiactual rather than long-term collaborative interaction with their sub-contractors
as well as stand-alone firms shows that responses to uncertainty do not necessarily

involve co-operation

In the printing sector the response to changes in the procurement market could have
led fiims to vettically integrate Instead, a more immediate response in the form of co-
ordination ntegration was pursued that allowed for sharing of resources (property and
knowledge) without loss of autonomy This however, was only made possible by a

sub-set of the prevailing sectoral conventions (referred to m Section 10 2 3 above)

In the fish-processing sector the uncertainties (as described above) were tackled
through the socially co-ordinated leader firm-supplier relationship The social rathet
than buteaucratic nature of the co-ordination 1s attributable to the set of conventions
and trust created during repeated economic exchanges The more geneial set of
conventions of fair competition and collective action ineant that the supplier was pre-

disposed to social rather than bureaucratic means of resolution

227



What 1s common to both the fish processing and printing sectors 1s the entrepreneurial
vision on the part of the individuals mvolved 1 the co-operative processes This
scives to further complicate our explanation for the disparate responses to uncertamnty
in these sectors Taking entrepreneurial vision out of the equation 1t 1s possible that
the inter-firm relationships (in print and fish processing) may have taken different
tiajectoiies  Entreprencurial vision therefore forms part of the contextual

cnvionment

The differences 1n inter-firm dynamics 1n each of the sectors converge with the theory
(cdhscussed 1 Section 2 4 4 1n Chapter 2) that the degree to which firms co-operate
with one another 1s largely dependent upon the industry or sector to which they
belong and that inter-industry differences can help to explamn the variations i inter-
otgamsational relationships across industries (Ebers and Janllo, 1997/1998) We cited
mtensity of competition, the degree of uncertainty, power structures and minimum

scale of production as some of these industry factors

In fish processing and printing, competition 1s based on quality, service and delivery
wheteas 1 bakery 1t 1s largely based on price It 1s price competition that jeopardises
co-operative processes (see Section 2 4 5 1n Chapter 2) and 1n the bakery sector 1t 1s
one of many factors that when combined have prevented co-operation from taking
place Power structures in the bakery sector are such that the interests of small firms
arc not represented at supporting organisation level which means that third party co-
ordmation of co-operation will be quashed by large firm members This small firm
versus large firm conflict 1s not a feature of either the printing or fish processing
scctors These elements of the transactional environment serve to further differentiate
the sectois from one another and add another dimension to our understanding of inter-

sectoral differences

It 1s clear therefore that the different contextual environments 1n each of the sectors
have shaped the various outcomes 1 e mter-firm relationships Structural differences
1 each of the sector’s transactional environments have however also played a role It
can be concluded therefore that differences in inter-firm dynamics are attributable to

interplay between these two environments 1n each of the sectors
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103 The Importance of Co-operation mn the Sectors

In the fish processing sector, co-operation between fishermen and processors has
ensuted the survival of the primary pirocessoi This 1s due to the fact that price
squeezing 1s not a tactic employed by secondary processors when sourcing mputs
fiom fishermen Co-operation between firms and the ndustry’s supporting
organisation have allowed small firms to add marketing expertise to their set of
capabilities, as the majority of small firm processors do not have in-house marketing
expertise Co-operation among competitors im Howth in the form of information
shaiing (commercial) has facilitated benchmarking that otherwise would not have

occutied

The leader firm-supplier co-operation has resulted 1n improvements n the suppliet
processor’s production process, its product range and 1ts quality standards In the
absence of co-operation these improvements would not have been made The leadel
fum has played an important role mn shaping its supplier’s mnovation enabling
capabilities (see Sections 73, 7103 and 7 12 3 in Chapter 7) Acting as source of
exteinal knowledge the leader firm has significantly enhanced 1ts supplier’s
ttansformative capabilities Furthermore, by providing financial support the leader
fiim has mmproved the supplier’s configurational capabihities In short, the co-

operative relationship has resulted in innovation

In the prmting sector, alliance formation has facilitated the sharing of risk by
combining capabilities and 1esources to tackle declining market share Co-operation
has 1esulted in the winning of large contracts that Irish firms tendering on an
individual basis, would not have won Moreover, 1t has created additional mutual
benefits such as information sharing and cost savings on mput purchases Key to the
success of collaboration 1s the third party co-ordination efforts of the PCI managing

director who overseas the consorttum’s operation and factlitates information sharing

104 Answers to Research Questions

In Chapter 1 we asked the following two questions
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| Do clusters of industry exist in North Dublin?

2 What theory can best explain the reasons for and processes of clustering or

non-clustering as presented in Noith Dublin?

In order to complete our discussion and to link the case study findings and analyses
(Pait I1 of the dissertation) to the cluster literature and the Irish industrial context

(Part | of the dissertation) we provide answers to these two questions

104 1 Do Clusters of Industry Exist in North Dublin?

In Chapter 2 (Sections 24 and 24 1) we described how spatial concentrations of
industty were deemed to be industrial clusters if there was some kind of inter-
connectivity between firms From the lterature we established that this
mterconnectivity involves co-operative rather than purely market based forms of
interaction All three industrial sectors (fish processing, printing and bakery) display
varlous levels of concentration in North Dublin and therefore fulfil, in part, some of
the cluster criteria In fact, there are a large number of sectors 1n North Dublin that
display spatial concentration (see Chapter 5) but through mitial qualitative enquiries
(1 e mterviews) 1t was revealed that co-operation was largely absent from these firm

concentrations and therefore no further investigations were pursued

In both fish processing and printing there 1s evidence of co-operation however 1t 1s
moic vanied and generic in the former and limited and specific in the latter In
Chapter 2 (Section 2 3 1) we raised the 1ssue of size and scale of clusters noting that
generally clusters are perceived to be critical masses of large-scale international
industries (Porter, 1998) At the same time, we were keen to emphasise that the scale
of employment need not be particularly large What was more important was firms’
abihty to produce synergy through their geographic proximity and mterdependence
(Rosenfeld, 1997) Although the scale of co-operative activity among firms in the fish
processing and printing sectors 1s not pronounced 1t 1s none the less synergistic by
viitue of various mterdependencies between and among firms For this reason we
suggest that both sectors in North Dubhin display elements of cluster activity and may

thercfore be classed as a type of local cluster
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In terms of types of cluster development (see Section 2 3 3 m Chapter 2) the fish-
processing sector in North Dublin can be classed as a local “working” cluster
Although 1t 1s not at the mature or advanced stage of development (as per Rosenfeld,
1995, 1997) there exists social mfrastructure capable of generating networks, which
keeps the flow of information continuous The elements of activity in the fish
processing sector that constitute clustering are horizontal co-operation 1n the form of
information (commercial) sharing, mput sharing and fairr competition, vertical co-
operation 1s the form of resource and iformation (technical) sharing, and the
collaborative, socially co-ordinated partnership between a leader firm and tts supplier
that has tesulted 1n co-design practices, 1esource and mmformation sharing and the
leader fiim acting as a bridge to technical know-how In the fish-processing sector the
emphasis 1s firmly on collective rather than independent action This 1s reinforced at
supporting orgamsational level through various support mechanisms that favour
collective over individual approaches Sometimes referred to as institutional thickness
(see Section 2 7 in Chapter 2), the presence of such a third party organisation further

sticngthens the argument that clustering 1s a feature of this sector

As stated above, the co-operation documented in the printing sector 1s limited 1n that
1t 1s specific to five firms in Dubhin Although the PCI 1s a network 1t shares some
charactenistics with the new and emerging configurations of industrial districts such as
the Itahan grupp: phenomenon (see Section & 13 1 1n Chapter 8) Moreovei, the PCI
1epresents a collective approach to the solution of an industry wide problem Such
collective action 1s characteristic of firms’ behaviour 1n industrial districts If, as
stated above, scale 1s not an 1ssue then what 1s revealed in the printing sectot can be
classed as a type of cluster or industrial district The way m which firms have
orgamsed themselves 1e 1into stage and final firms, based on their individual
capabilities (property and knowledge based resources) mimics the pattern of
development 1n an Italian industrial district (see Section 8 13 1 1n Chapter 8) In both
the printing sector in North Dublin and the textile industrial district in Prato, Italy, a
new competitive context warranted organisational restructuring so as to hedge agamst

loss of maiket share
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Tiaditionally, Italian industrial districts feature flexible specialisation co-ordinated on
the basis of close family and other social inter-relationships We have discussed
however, how the districts are undergoing orgamsational change (see Section 7 3 n
Chapter 7) and how a range of co-ordination mechanisms (see Sections 74 to 7 5 1n
Chapter 7) may be employed Therefore industrial districts are open to a much wider
interpietation than previously thought What 1s key to the concept 1s not the form of
organisation but what underpins 1t 1e trust and co-operation (Paniccia, 1998) (see
Scction 7 3 in Chapter 7) — both of which are elements of the PCT (see Section 8 9 n
Chapter 8) In the case of the PCI 1t was the supporting organisation that provided a

common institutional context within which inter-personal trust was fostered

Despite a concentration of firms n the bakery sector 1t cannot be classed as an
mdustnial cluster In cluster typology terms it could however be thought of as an
underachieving cluster (see Section 2 3 3 1n Chapter 2) given that there 1s the scale
and opportunities for cluster activity yet at the same time there exists a void in the
social fabric that prevents co-operation from taking place (Rosenfeld, 1995} Given
the extent to which distrust and rivalry permeates every organisational tevel of the
sector (1e fim and supporting organisation), together with firms’ preference for a
stand-alone rather than networked status and the more recent types of sub-contracting
relationships that favour highly bureaucratic rather than relational contracting as a
means of co-ordination 1t 1s fair to conclude that the bakery sector in North Dublin 1s

not a cluster

Fuitheimote there are sigmificant barriets to cluster formation in the sector As per
Scction 27 in Chapter 2 these relate to its stitutional structure, the degree of
1egional sulanty and the lack of skills (although there have been recent efforts to
impiove the level of skills through the Skillnet Programme) We have already
commented on mstitutional structure in Section 10 2 4 above In the same section we
desciibe the nature of subcontracting telationships that effectively curtail the

diffusion of knowledge and contribute to regional insularity i the bakery sector in

Noith Dublin
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104 2 What Theory Can Best Explain the Reasons for and Processes of Clustering

o1 Non-Clustering as Presented in North Dublin’

Befoie answering this question 1t should be noted that we agree with Brown (2000a)
who suggests that there 1s no unifying cluster theory but ‘rather a broad range of

theorics which constitute the logic of clusters’

Theie are elements of three theories and models of development Porter’s clusters,
industnial districts and regional systems of innovation that offer explanations as to
why fitms have clustered in North Dublin and indeed why they have not It should be
noted however, that there are a number of other theories which come under the

umbrella of these three related streams of hiterature

While Porter’s theory 1n general does not fit neatly into local and regional analysis of
lnish mdustry (see Chapter 2 and Section 3 4 1 mn Chapter 3 as to why this 1s) there
are some fundamental elements of his theory that explain the motivation behind
certain co-operative processes 1 North Dublin For Porter (1998), ‘a higher order
advantage 1n the hierarchy of sources of competitive advantage in terms of
sustainabihity’ 1s the external relationships that a firm has with other firms The
nuirturing of and mvestment 1n inter-firm relationships 1s therefore motivated by a
desire to achieve some kind of competitive advantage This 1s true of the leader firm-
supplier partnership 1n the fish-processing sector and of the consortium of firms in the
punting sector While Porter comments on the facilitating conditions for the
formation of clusters his emphasis 1s more on clusters as a whole rather than its
constituent firms Where Porter’s theory falls short the industrial district literature and
to a lesser extent (in this case) the hterature on innovation bridges the gap
understanding the reasons for and processes of clustering as presented in North
Dublim Where clustering i1s absent (1 ¢ 1n the bakery sector) the industrial distiict

hterature has also provided theoretical reasoning

In the fish-processing sector there 1s a mix of co-operative forms (both vertical and
hornizontal) that can be explained by both the “old™ and “new” or evolving literature
on mdusttial districts The horizontal co-operation among co-located firms 1s co-

ordmated organically 1n that shared values and norms of economic behaviour regulate
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mtetaction and allow for the sharing of commercial information Furthermore, the
collective action that 1s characteristic of mter-firm relationships i industrial districts
Is also present among processors m Howth The co-operatively competitive
envitonment 1 which fitms operate can be attributed to the particular set of
conventions and social trust that are both historical and familial in context The
industrial district literature tells us that specialisation further contributes to co-
opetative competition Among fish processors m North Dublin theie 1s a degree of

spectalisation that has facilitated the sharing of inputs 1 € co-operative processes

The new industrial district literature, in particular the leader firm literature has
cnabled us to explain the reasons for and processes involved in the partnership
between Oceanpath and Superquinn and to highlight it as a mode of economic co-
otdination and development (see Chapter 7) Linking the industrial district literature
to the literature on innovation we have been able to highlight Superquinn (the leader
firm) as a “budge firm” 1e the source of technical know-how for its supplier,
Occanpath, and as an enhancer of 1its supplier’s configurational capabilities in

Imnovation pirocesses

To explain the reasons for and processes involved 1n the printing sector’s PCI, inter-
orgamisational theory under the umbrella of the industrial district literature has
enabled us to 1dentify the reasons or motivating conditions for relationship formation
(see Sections 8 3 and 8 7 in Chapter 8) However, trust — the basis of inter-firm co-
opetation in industrial districts — 1s 1dentified as a facilitating mechanism By relating
fum behaviom (1e gruppr) in the industrial district of Prato, Italy to PCI firm
behaviour we can understand more about why structured co-operation has emerged in
the sector The industrial district literature stresses that non-firm organisations (e g
trade assoctations) have a special role to play m supporting and underpinning mter-
firm co-operation We have shown that it has been essential in the case of the PCI
Without a shared mstitutional environment, inter-personal trust, upon which the
consottium was initially co-ordinated, would not have been fostered What this tells
us 1s that the alhance formation and 1ts subsequent successful co-ordination would not
have becn possible without the presence of “institutional thickness” As with the fish-
processing sector, the mter-firm dynamics documented in the PCI have greater

meaning when compared to mter-firm dynamics documented elsewhere 1 ¢ Italian
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mdusttial distiicts Furthermore without the study and application of industnal district
literature to these case studies we would not have fully explored the nature of inter-
firm dynamics and therefore would not have fully understood the patterns of

development 1n these sectors

In the bakery sector one explanation for the lack of clustering — e co-operative inter-
fiim relationships — comes somewhat paradoxically from the industrial district
literature As stated 1in Section 9 2 1in Chapter 9 this literature accords a central role to
non-economic forces such as conventions and norms 1 shaping industrial
development Advanced forms of co-operation found in the Itahan industrial districts
are thought to be underpinned by the social community, which upholds supportive
sets of values There are some suggestions however, that in a small minority of cases
the 1eveise 1s also true In other words that non-co-operation 1s maintained by a social
community, which upholds values of opportunism, rivalry and/or destructive
competition (Pamccia, 1998) By applying this logic to inter-firm dynamics in the
bakery sector we understand why firms choose to act as stand-alone rather than
netwotked entities The emergence of bureaucratic networks 1n the bakery sector has
also been related to the industnal district literature — showing that “leader-firms™ do
not always have a positive impact upon their sub-contracting suppliers, particularly

when 1elational contracting 1s avoided

Each of the case study chapters (7, 8 and 9) desciibes in detail the different theories
that best explain clustering or non-clustering The above offers a summary of what

has alieady been discussed
105 Summary of Contribution to Knowledge

Although research has previously been conducted on local and regional clustering in
heland using an altemmative framework to that of Michael Porter’s, namely an
appioach based on the industrial district literature, this thesis 1s the first to examine, i
lieland, all of a local economy’s industrial sectors for cluster activity Moreover, the
fiamewoik for cxamination and analysis ts bioader than any other previously used as

it has combined a number of related streams of literature
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Individually, the three case studies contribute to knowledge of mter-firm dynamics
specific to a location and a sector By comparing and contrasting the nature of inter-
firm 1elationships 1n the three sectors fish processing, printing, and bakery, we
identify the causes of disparate trajectortes 1n firms’ interactive processes Although
these findings cannot be generalised they make a significant contribution to

knowledge by building on and adding to existing cluster theories

Fuithermore, our acknowledgement that clusteis ate not a feature of every local and
tegional economy has enabled us to contribute to knowledge of how and why clusters

fail to emeige detailing the sectoral (transactional) and locational (contextual) factors

at play

The end result 1s a piece of work that adds significantly to knowledge of local
economic development 1n Ireland In the context of current enterprise and cluster
development policies (see Section 3 3 2 Chapter 3) and the history of over-reliance on
foreign owned multinational enterprises (MNEs) for economic development, the
(indings of the fish processing and printing case studies (Chapters 7 and 8) show that
economic development 1s possible based on co-operation among indigenous firms

without MNE 1nvolvement

106 Suggestions for Further Research

Fuither research should explore inter-firm dynamics 1n the fish processing, printing
and bakery sectors 1 local and regional locations, other than North Dublin The
1ephcation of case studies in other regional locations would mean that theories
developed herein could be supported, refined or adapted In doing so, these additional

case studies would contribute to a process of cumulative theory formation

Theie 1s significant scope for further research on inter-firm dynamics m non-
manufacturing sectors such as financial services and internationally traded services —
both of which display significant concentrations in North Dublin (as per Chapter 5) It
was not possible to explore these herein as the parameters of this study would not

pernnt it
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Chapter 11: Conclusions

111

112

113

The post-Porter approach adopted 1n this dissertation has enabled us to reveal,
at a local level, previously unknown characteristics of three sectors of
industry The combined quantitative and qualitative approach to identification
together with the quahitative approach to evaluation (based on three stieams of
1elated literature) has facilitated much more in-depth analysis of nter-firm
relationships than if a single model or Porterian approach had been 1elied

upon

The inter-firm relationships described n the fish processing and printing case
studies highlight the merits of collective rather than independent action In
development terms the findings of these two case studies are signmificant First
because the co-operative links mvolved aie between and among indigenous
firms Given Ireland’s and indeed North Dublin’s history of over-reliance on
foreign MNEs for employment and development 1t is 1mportant that
indigenous industry strengthens 1itself Second, development agencies have
historically favoured linkages between indigenous firms and foreign owned
firms for development While we agiee that such linkages are important we
suggest a more balanced approach to industrial development The case study
findings show that 1t 1s possible, though co-operative links among a group of
imdigenous firms, for companies to nnovate, grow (e g the partnership
between Oceanpath and Superquinn in the fish processing sector) and win new

maiket share (e g the PCI in the printing sector)

The distinct lack of co-operation among firms 1n the bakery sector highlights
that spatial concentration of firms does not automatically imply cluster activity
1€ some co-operative mterconnectivity between firms In fact co-operation
was found to be largely negligible among firms in some sectors 1dentified as

having a high spatial concentration in North Dubiin
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The role that a shared location has played i shaping the buyer-supplier
partnership in the fish processing sector and the alliance 1n the printing sector
differs from the way 1t 1s generally prescribed in the cluster literature Trust,
upon which the PCI was formed, was fostered in a shared orgamsational
cnvironment rather than a spatial one Through joint participation and service
in the industry’s representative orgamisation — IPF — relational exchange
between and among the firms’ managing directors led to interpersonal trust It
1s possible therefore, in theory, for the five PCI firms to have been

geographically dispersed and still to have forged an alliance

In the fish processing sector the buyer-supplier partnership emerged less
because of close proximity to one another and more because of a history of
inter-personal links between individual buyers m the buyer firm and one of the
co-founders of the supplier firm However co-location has enhanced the
degree of collaboration Simuilarly, the spatial proximity between the PCI firms
has facilitated the co-ordination of the alliance’s physical operation e g
arrangement of meetings, on-site visits (sharing of information) and the co-

otdination of finishing and delivery logistics

A shared location has however, been integral to the development of horizontal
co-operative links 1n the fish processing sector Almost daily interaction
between firms’ employees and owners/managers at the local fish auction has

cieated an environment where information (commercial) 1s shared

We found that leader firms can have both a positive impact (in the fish
processing case study) and a negative impact (in the bakery case study) on
thenn suppliers depending upon how the relationship s co-ordinated In the
former the leader firm has sigmificantly enhanced the supplier’s inznovation
enabling capabtlities as well as facilitating new custom In the latter
buteaucratic co-ordination without room for mutual adjustment has limited the
extent to which knowledge can be exchanged as ‘leaming by interacting’ has

been impeded by contractual obligations
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Supporting organisations can play an important role in fostering co-operation
In the print sector the common value system has promoted core values of
secrecy and rivalry however a sub-system for the creation of common values
1s engendered in the industry representative organisation that acts as a vehicle
for chatacteristic, mstitutional and knowledge based trust Where rivalry
cxists at supporting organisational level (as in the bakery sector) there are

difficulties 1n creating such a sub-system

The failure of bakery firms to co-operate 1s due to a number of factors and the
interplay between them The conventions (rules of play) under whllch firms
opetate propagate a set of industry values 1€ secrecy and rivalry In other
words they provide the context within which all transactions are conducted
Intertwined with this set of conventions 1s the way in which firms compete
with one another Competition based on price has reinforced inter-firm rivalry
Tiade associations are incapable of providing a new co-operative context due
to the fact that inter-orgamisational rnivalry permeates the two trade
associations In the absence of a collective or integrated approach to industry

needs the “distance” between firms 1s further promoted

An analytical framework based on the concepts of contextual and
1 ansactional environments has enabled us to 1dentify the causes of disparate
trajectories 1 firms’ nteractive processes The different contextual
environments in each of the sectors have shaped the various outcomes 1€
inter-firm relationships  Structural differences m each of the sector’s
transactional environments have however also played a role It can be
concluded therefore that differences in inter-firm dynamics are attributable to

interplay between these two environments 1n each of the sectors
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Appendix A
List of District Electoral Divisions (DEDs) included 1n the study

Fingal

Arrport

Ballbriggan Rural
Batbniggan Uiban

Baldoyle

Balgiiffin

Balyboghil

Balscadden
Blanchardstown-Abbotstown
Blanchardstown- Blakestown
Blanchardstown Coolmine
Blanchardstown- Coirduff
Blanchaidstown -Delwood
Blanchatdstown - Mulhudart
Blanchardstown-Roselawn
Blanchaidstown- Tyirelstown
Castleknock -Knockmaroon
Castleknock - Park
Clonmethan

Donabate

Dubber

Gainistown

Hollywood

Holmpatrick

Howth

Kilsallaghan

Kinsaley

Lucan Noith

Lusk

Malahide East

Malahide West
Portmarnock North
Poitmarnock South

Rush

Sket1ies

Sutton

Swoids-Forrest
Swoids-Glasmore
Swoids-Lissenhall
Swords-Seatown
SwoidsVillage

The Waid

Tuinapin

Dublin County Borough North
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CSO
No

[ R TR S VB B (S ]

O o0~

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
20
27
28
29
30
31
32

21

22

34

q
A

36
37
18
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56

CSO

No
Anan Quay A 57 Finglas South D
Anan Quay B 58 Grace Park
Artan Quay C 59 Grange A
Anan Quay D 60 Grange B
Auan Quay E 6l Grange C
Ashtown A 62 Grange D
Ashtown B 63 Giange E
Ay field 64 Harmonstown A
Ballybough A 65 Harmonstown B
Ballybough B 69 Kilmore A
Ballygall A 70 Kilmore B
Ballygall B 57 Finglas South D
Ballygall C 58 Grace Park
Ballygall D 59 Girange A
Ballymun A 60 Grange B
Ballymun B 61 Giange C
Ballymun C 62 Grange D
Ballymun D 63 Giange E
Ballymun E 04 Harmonstown A
Ballymun F 65 Harmonstown B
Beaumont A 66 Inns Quay A
Beaumont B 67 Inns Quay B
Beaumont C 68 Inns Quay C
Beaumont D 69 Kilmoie A
Beaumont E 70 Kilmoie B
Beaumont F 71 Kilmore C
Botanic A 72 Kilmore D
Botanic B 73 Mountjoy A
Botanic C 74 Mountjoy B
Cabra East A 75 North City
Cabia East B 76 North Dock A
Cabra East C 77 North Dock B
Cabia West A 78 Notith Dock C
Cabia West B 79 Phoenix Paik
Cabia West C 80 Priorswood A
Cabia West D 81 Prioiswood B
Clontarf East A 82 Prioiswood C
Clontaif East B 83 Prioiswood D
Clonta:f East C 84 Prioiswood E
Clontarf East D 85 Raheny-Foxfield
Clontaif East E 86 Raheny-Greendale
Clontaif West A 87 Raheny-St Assam
Clontaif West B 90 Whitehall A
Clontai1 f West C 91 Whitehall B
Clontaif West D 92 Whatehall C
Clontaif West E 93 Whitehall D

Diumcondia South A
Druncondia South B
Diumcondia South C
Edenmore

Finglas North A
Finglas North B
Fmglas North C
INnglas South A
Finglas South B
Fmgtlas South C
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Name of
Interviewee

Michael Galvin

John O’Dea

Conor Agnew

Annc Mare Farrelly

Tom Kennedy

Gus lones

Tenr Smith

Deudre Craven

Linda Ciosbie

Bieege Kennedy

Susan Byme

Una Cahalan

Scamus

Appendix B

List of Interviews Conducted

Orgamisation/Company  Position within

Fingal County Council

Enterprise Ireland

IDA

Fingal County Council

Enterprise Ireland

IDA

Enterprise Ireland

Enterprise Ireland

Enterpnise Ireland

Enterprise Ireland

Enterprise Ireland

Enterprise Ireland

Enterprise Ireland

Organisation/Firm

Head of
Development

East Regional
Manager

East Regional
Manager

Coordinator of
Edge Cities
Network Imtiative

Head of Linkages

Head of Financial
and Internationally
Traded Services

Development
Advisor — Fish
Processing

Development
Advisor — Financial
Software

Development
Advisor — Financial
Software

Development
Advisor — Paper
Print & Publishing

Development
Adwvisor — Paper
Print & Publishing

Development
Advisor — Bakery
Foods

Development

Date of
Interview
October, 2002
October, 2002
Apnl, 2003
October, 2002
April, 2003

May, 2003

June, 2003

June, 2003

June, 2003

June, 2003

July, 2003

December 2004

July, 2003

luly, 2003

January 2005

July, 2003
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MacLoughlin

Biendan Logue

Orlagh Murphy

Jim Lawler

Ken Ecock

Darien Wnight

Buian Kclly

Geraldine Lane

Catherine Morisson

Collette Crowne

Loican O’hObain

Pat Garvey

Eamonn Manning

Patiicia Manning

IDA

Enterprise Ireland

Enterprise Ireland &
Federation of Aerospace
Enterprises 1n Ireland

Oceanpath

Wrights of  Howth

(Simro)
Superquinn

Bord lascaigh Mhara
(BIM) - Insh Sea
Fishenes Board

Bord
(BIM)

lascaigh Mhara

Bord
(BIM)

lascaigh Mhara

Printing Consortium of
Ireland

Flour Confectioners &
Bakers Association
(FCBA)

Manning’s Bakery

Golden Bake Ltd

Advisor — Bakery
Foods

Head of
International
Financial Services
Centre

Development
Advisor -
Electronics

Director of AMT
Ireland &
Secretanat of FAEI

Director and
Business Relations
Manager

Managing Director

Buyer

Managing Director

Secretary & Public
Relations Officer
Programme
Manager of Bakers
and Confectioners
Skillnet

Director
Sales and
Marketing Managet

July, 2003

July, 2003

August 2003

August 2003
September 2004

September 2003

November 2004

November 2004

November 2004

November 2004

December 2004

January 2005

January 2005

Tanuary 2005
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Kevin Craven Kylemore Bakery Operations January 2005
Manager

Yolanda Coghlan Coghlan’s Bakery Financial Controller Tanuary 2005
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Interview Questions
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Questions for Superquinn

1

Superquinn Supplier Partnership (SSP)

a)

What influenced the development of the SSP”

b) Upon what criteria were the 10 partners selected?

How have Superquinn benefited from the supplier partnership? (Detail
tangible and intangible benefits)

d) Describe how the partnership 1s managed?

c) Is there a structure/forum whereby partners interact with one another?
(Opportunities to learn from one another)

[ Is there an overall strategy to which all partners must adhere?

2 Superquinn and Oceanpath

a Tt has been said that selection was based upon - Commuitment Trust and
Openness
How have Oceanpath demonstrated
1 Commtment
1 Trust
1 Openness

b Did any other factors contribute to Oceanpath’s suitability for

partnership?

c Commuitment (in the SSP) has been described as “both sides fully

committing all 1esouices to an agrced change programme by a given
time frame” Damien Carolan

iv What was the agreed change programme for Oceanpath?
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v. Have Superquinn chosen courses of action for Oceanpath?
Have these courses of action developed Oceanpath’s
capabilities in Superquinn’s opinion

vi. Have Superquinn directed Oceanpath’s capital investment
programme?

vii. What was the time limit for change? (Has the change
programme been completed?)

viii. What Superquinn resources were committed to the change
programme?

How is Oceanpath’s performance measured?

Is there a review process for the partnership?

How has geographical proximity facilitated the relationship?

What controls do Superquinn maintain over
i. Production
ii. Value added product development
iii. Internal organisation

Detail the number of individuals in Superquinn who have contact (face

to face meetings, telephone, e-mail etc), with individuals in Superquinn.
(detailing the role of individuals in each of the firms)

Specify the type of contact, the frequency of such contact and purpose
(i.e. what kind of information is exchanged?)

How do Oceanpath fit into Superquinn’s business system?

What are the benefits to Superquinn of its partnership with Oceanpath?
(Detail tangible and intangible)



d

3 Superquinn, BIM and Oceanpath

Describe Superqumn’s role in the implementation of QSP internally and
within Oceanpath?

b

Describe the relationship between Superquinn and BIM?

C What changes have Superquinn had to make as a result of the QSP?
Organisation and Strategy

a What are Superquinn’s goals and objectives in business?

b How do these relate to partner’s goals and objectives?

c What 1s Superquinn’s attitude to 1) competition and competitors 1) suppliers
111) non-firm organisations

d Describe the business environment within which Superquinn operates?

€ Detail the links Superquinn has or has had in the past with any other retailer,
firm or non-firm organisation (see attached table)

[ Have any of these lmks changed the way in which Superquinn operate?

g What research and development activities do Superquinn engage in?

How might these be of benefit to Superquinn’s partners”
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Questions for Oceanpath — Interview 1

THE COMPANY

| a)

What 1s the origin of the firm (Brief History)? Company was founded
1 1991 where’ How did 1t come to set up 1ts operation in North Dubhn 1n 1995

)]

business?

What do you think are the mamn competitive advantages of your

Location (e g close

to existing factlities)
Already established market
Skills of founder

Skills of employees

(c g languages)

not impt
not impt
not impt
not impt

not impt

Innovative product or service not impt

Innovative delivery of

product
Equipment
Know-how

Relatively low cost
Knowledge of customers

not impt
not impt
not impt
not impt
not impt

Other (1f yes, please specify) not impt

impt
impt
impt
1impt

impt
impt

mpt
1mpt
mpt
impt
mpt
mmpt

very impt
very impt
very impt
very impt

very impt
very impt

very impt
very impt
very impt
very impt
very impt
very impt

Ooooao

0O 0O

0 O O O

I ¢)  Whatdo you see as the strengths and weaknesses of your location?

PRODUCTS

2a)  What products are currently being produced?

2b)  Have you launched any new products recently?
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2¢)

What has caused new product development?

Customer feedback [] Changes in Input availability [] Competitor Pressure []

2.d)

Has your firm received any awards/ prizes/accreditation/quality approval?
Yes No

Specify name and nature of award?

How did 1t come about?

EMPLOYEES

You've indicated 20% skilled employees and 10% tramees in the questionaire
this accounts for 9 of the 28 employees - How would you describe the skills or
woi k of other employees? - admunstration etc

3a)

Have you experienced any problems in relation to availability of skilled

employees?

3b) Have you experienced any problems relating to staff turnover?

3¢)  The non-national employees - what countries do they come from mainly?
PHYSICAL INPUTS

4a)  Who are your main supphers?

4b)  Where are they located?

4c) How long have they been your suppliers?

4d)  Ate there any issues related to sourcing of inputs?

4c) Have you formed any collaborative relationships with other processors on

input sourcing”

4 1)

Do you share information about inputs with local competitors?

SERVICES

5 d)

What types of services do you outsource?

Eg packaging etc?

5b)

Who are the company's local service providers?
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PRODUCTION

6 a) Desciibe your production process?

6 b) Have you made any changes to the process since the firm formed?

6 ¢) If so, why did these changes come about?

influenced by customer needs - if so 1s that customer a local one?

6d) Have you ever sub-contracted woik out?
If so, to what firm
And on how many occasions?

6e) Have you ever sub-contracted work-in?
[f so, fiom what firm?
And on how many occasions”

MARKETING AND PROMOTION

7 a) Is Marketing performed 1n house or by an out-sourced firm?

7b) Have you ever entered into jomt marketing ventures with competitors /
customeis? Yes No

I so, describe the nature of this joint venture?

8 ¢} How important 1s BIM to your firms business?
In what way does 1t offer support?

DISTRIBUTION

9 a) How are your products distributed?

9 b) If your own fleet - 1s this shared with competitors?
Would 1t be something you would consider?
If not, why not?

OUTPUTS

10 @) Who are the company's customers?
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10b) Whete are they located?

10c) How are customer relations mantamed?
COMPETITORS

I'l a) Who ate your competitors?

11b) Where are they located?

CO-OPERATION AND NETWORKING
We are interested in exploring the various ways that your firm works (or has
wot ked 1n the last S years) together with other firms and or agencies/institutions

in the fish processing sector or indeed related sectors

12 a) For the purposes of your business, what firms do you have links with?

12 b) If you have links with firms, please describe the nature and importance of these
links
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TYPE OF LINK

IMPORTANCE

loint marketing not impt mmpt
Injoimation-sharing (technical) not impt mpt
Intormation-sharmg (market) not impt impt
lomnt approach to State agencies not impt impt
Jomt approach to local authorities  not impt impt
Sub-contiacting in not impt mmpt
Sub-contracting out not impt impt
R&D partnetships not impt umpt
Recruitment of skilled workers not impt mpt
Alhances (one other firm) not impt impt
Allances (two or more other firms) not impt mpt
loint ventures not impt mpt
Poolig finance not impt impt

12 ¢)
1egional, national, UK, International?

very impt
very impt
very impt
very impt
very impt
very impt
very impt
very impt
very impt
very impt
very impt
very impt
very impt

o000 ocooooooo Ood

How would you describe the nature of these links Local (within 10 miles)

Local | Reg

National

UK

Eur

Internat

Joint marketing

Information-sharing

Joint approach to State agencies

Joint approach to local authorities

Sub-contracting in

Sub-contracting out

R&D partnerships

Alliances (one other firm)

Allances (two or more others)

Joint ventures

Pooling finance

Others (please specify)

12 d) Foi the purposes of your business, what agencies/institutions do you have links

with?
Type of agency/institution

Research Institutes
University/Regional Technical College
Chamber of Commerce

Government Agencies

Skills/ I'raining Orgamisations

Business Associations
Conferences/Trade Fairs/Workshops
Other (1f yes, please specify

Name and location of
agency/institution

i R

12 €) Is you firm a member of any associations/ nstitutions? If yes, please specify
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Chamber of commerce yes

IBEC/SFA yes

BIM

Other business/

Industry association yes
If yes, specify

Other development group yes
If yes, specify

12 f) How did your links with firms evolve?

no
no

no

no

12 ¢) What factors have prevented you from having more links with other firms?

Lack of perceived benefits not impt
Rivaly/loss of face in seeking

co-opctation not impt
Risk of losing know-how not impt
Risk of revealing financial

Information not umpt
No suitable partner available not impt
Co-ordination costs too high not impt
All problems can be solved internally not impt

13 a) Are you a member of any formal (contractual) busimess Networking or

impt

mpt
impt

1mpt
mpt
mpt
mpt

very impt

very impt
very impt

very impt
very impt
very impt
very impt

a

OO

0 |

Partnership mitiative (whether private or established by a government or EU

agency)?
If yes, please provide details

yes

no

In your opinion would your business benefit from establishing links (or
addrtional hinks) with other firms (e g 1n sharing machinery, developing

infrastructure, sharing information, joint marketing)?

no
Please explam briefly

yes
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13 ¢) What do you think these benefits might be?

13d) If mn the past your firm had links with other firms and/or agencies, but no
longer does so, please explain

13 e) Is there anything i your opimon which could be done to improve the conditions
for the building of linkages?
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Questions for Oceanpath - Interview 2

1 Production process - Change and development

The system and changes made
a) Describe initial production system in 1995 (from receiving inputs to delivering
outputs)
i.e. individual stages of production, what was involved and number of people
required, output capacity.

b) When were changes made (year) and what were they? (a schedule of changes
made is required, purchasing of systems, training on systems etc)

c) Describe the production system as it is today

d) What have these changes meant to Oceanpath? (capacity for production)in
terms of production output, lead times for delivery of orders etc.

Understanding how change has been facilitated

e) Where did technical know how come from in order to make these changes?

f) How has accreditation to various quality assurance standards changed the
production process?

g) Describe the role that any person (internal/external) or other organisation (e.g.
Superquinn, BIM, Enterprise Ireland) may have played in
i) Influencing change
i) Assisting change
iii) Implementing change
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2 Products — Change and Development

a) Detail the products Oceanpath produced initially in 1995

b) Detail the products Oceanpath produces today

c) List the added value products Oceanpath produce noting when production
began and plans to launch new value added products

Under standing change

d) Why were value added products developed?
(where 1s knowledge acquired?)

c) What process 1s/was used to develop new value added products? (fiom product
idea to product launch)

f) Descnibe the role any person (internal/external), or other organisation (e g
Superquinn, BIM, Enterprise Ireland) may have played in

1) Influencing change

1) Assisting change

n1) Implementing change
3 Organisation — Change and Development

a) Desciibe Oceanpath’s internal structure
Individual’s roles within the company (how this has changed since inception)

b) Describe any organisational changes (including improvements

made) that Occanpath has gone through since mception
In terms of

1) Marketing
1) Purchasing and distribution activities
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1) Supply chain management
1v) Customer maintenance

V) Operation management

v1) Quality certiflcation

vi1)  Planning processes

c) Desctibe the role any person (internal/extetnal) or other organisation (e g
Superquinn, BIM, Enterprise Ireland, trade association, ) may have played
in

1) Influencing change
1) Assisting change
m) Implementing change

4 Inter-orgamisational relationships
(1) The Superquinn- Oceanpath partnership
a) Describe how the partnership came about?
b) What 1s 1t about Superquinn that makes them a suitable partner?
c) How did geographical proximity between facilitate the establishment of the

relationship? And how has 1t assisted 1n i1ts maintenance?

d) How has the relationship been of benefit to Oceanpath? (detail tangible and
intangible benefits)

e) Detail the number of individuals in Oceanpath who have contact (face to face
meetings, telephone, e-mail etc), with individuals tn Superquinn
(detailing the role of individuals m each of the firms)

f) Specify the type of contact, the frequency of such contact and purpose (1 e
what kind of information 1s exchanged?)

Tiust between Oceanpath and Supes guinn

Is this a formal or informal relationship? (Is there a contract?)
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If there 1s a contract

1) Is 1t for a fixed term?

") Is 1t subject to certain performance tndicators/ standards?
1) [s there a review process?

1v) Is 1t documented as to how the partnership will operate?
V) Is there group decision making?

(2) Relationships with Suppliers

a) What 1s the nature of relationships with suppliers? (formal/informal)

b) Describe how the relationship was initiated and how 1t 1s maintained

c) How aic supphers selected?

d) In what way 1s there trust between Oceanpath and Suppliers (as some suppliers
aie also fish and seafood processors 1n their own night)

e) Who 1 Oceanpath has contact with Suppliers and what 1s the natute of this
contact?

f) Has Oceanpath ever shared information (technical or market based) with

suppliers?

g) If so, describe how this has happened

h) Have any suppliers shared information (techmcal or market based) with
Oceanpath?
If so, describe how this has happened

1) The ability to source new products was mentioned as one of Oceanpath’s
competittve advantages at the previous interview How 1s this achieved? (As
all fiims have access to the same co-ops/ fish auctions etc)

(3) Relationships with non-firm organisations

a) What 1s the nature of relationships with non-firm organisations (e g BIM,
Enterprise Ireland, trade associations)

5 Social and Business Community

a) Describe Oceanpath’s attitude to 1) competition and competitors 11) customers
111) suppliers 1v) non-firm organisations

b) Describe the business environment within which Oceanpath operates?




c)

d)

1)
1)
111)

Describe the type of interactions mdividuals from Oceanpath may have with
other firms at

Fish auctions
Trade fairs

Conferences

How 1s any knowledge gained at these events put to use i Oceanpath?



BIM (The Insh Fisheries Board) Questions

| What role does BIM play 1n supporting and developing seafood processors?
(1 ¢ what types of links do BIM have with seafood processors and how 1ntense
ale those hinks)

2 What role has BIM played in Oceanpath’s development”

3 Describe the business environment within which seafood processors operate?

(1) Structure of the industry
(n) Economic climate

(11)  Intensity of competition
(1v)  Accessing markets

(v) Co-operation/rivalry

4 What are the main characteristics of Irish seafood processing firms?
In terms of

(1) Size

(1) Level of automation

(1)  Levels of co-operation amongst fish processors

(1v)  Levels of innovation

BIM and Oceanpath

5 How would you rate Oceanpath n terms of the following
(1) As a seafood processor
(1) Its production system
(i)  Its traceability system
(rv)  Its quality assurance
(v) Its value added range

6 Describe the hinks between BIM and Oceanpath

LBIM, Oceanpath and Superquinn

7 How did QSP come about?

8 Describe
) The development process



(11) Specifications (e g are there certain standards of processing required in
order to qualify for QSP?)

(i)  Implementation

(v)  Procedures for maintaining the standard

Describe the relationship between BIM and Oceanpath 1n the implementation
of the QSP standard

What kind of supports (past or on-going) do BIM provide Oceanpath and
Superquinn with 1n regard to the QSP? (e g training)

Describe the relationship between BIM and Superquinn
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Questions for Print Consortium of Ireland

Evolution

a) What circumstances lead to the consortium’s establishment? (Rationale for
mitiation)

b) Where did the 1dea of a consortium originate (was 1t a particular
individual’s 1dea or the 1dea of a number of individuals within a number of
firms?)

c) What factors influenced partner choice? (Firm reputation, management
reputation, geographical proximity)

d) Wete there any pre-existing relationships between the five member firms?
2 Operation
a) Describe the governance structure for the management of the consortium?

—From acquisition of contracts to execution and completion of projects

b) How are the firms’ resources pooled together? And what resources are
mvolved? (E g financial, physical, managenal, human, organisational and
technological)

c) How has geographical proximity between member firms facilitated the

operation and management of contracts?

d) Describe the type of interaction that takes place between member firms
e) How frequently do member firms interact with one another?
) How 1s trust exhibited between member firms?

3 Performance

a) How successful has the consortrum been (in terms of contracts won)?

a) What are the consortium’s collective strengths?
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Business Environment

Desciibe the business environment within which the consortium operates

Commenting on the scale of the industry, the market, competitive pressures,

supporting organisations, technological change etc
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Questions for the Flour Confectioners and Bakers Association (FCBA)

i Business Environment

a) Describe the business environment within which bakery firms operate
Commenting on
(1) The scale of the industry,
(1)  The market (are there any entry barriers?)
(m)  Competitive pressures,
(1v)  Supporting organisations,
(v) Technological change,
(vi)  Levels of mnovation,
(vir)  Skalls,
(vi1) Rules of play
(1x)  Ruvalry
(x) Co-operation between firms and between firms and
supporting organisations

b) What are the main changes the industry has experienced n the last 20
years? How have these changes affected the way in which firms
operate?

[2 Bakery Firms

a) Describe the typical bakery firm 1n terms of scale and structure
b) Describe the typical production process — turnaround times etc
c) Describe the type of relationships firms have with suppliers

d) Describe the type of relationships firms have with buyers

e) Describe the type of relationships firms have with supporting
organisations

f)  How useful are supporting organisations

g) How are big players like Cuisine de France changing the way firms
do business

|3 FCBA

a) What 1s the function of the FCBA?

b) Has the FCBA any links with North Dublin bakery firms?
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Of the 45 firms assisted on the skillnet piogramme how may are North Dublin based?
(What 1s the profile of the typical firms assisted?)
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Questions for Bakery Firms

The firm - general

Give a brief history of your firm
What products does your firm currently produce?
What do you think are the main competitive advantages of your business?

Have any new products been launched on the market recently? If so what
mfluenced new product development?

What might mnhibit the development of new products?

Has your firm received any awards/ prizes/accreditation/quality approval?

The firm — change and development J

b)

What changes has your firm gone through since its mception?
In terms of

-Production process

-Organisational structure

-Product lines

Have external factors influenced change in any of the above If so, how?

External Relationships J

e)
c)

Describe the relationship that your firm has with supphers (Formal/informal)?

b) Are suppliers local, national, mternational? (Is proximuty to
suppliers important?)

Describe the relationship that your firm has with Customers/buyers
(Formal/informal)?

Describe the relationship that your firm has with supporting organisations (1 €
trade associations, development agencies etc)? How have they been of
assistance to your business?

Describe the relationship that your firm has with other bakery firms?

In your opinion would your business benefit from establishing links (or
additional links) with other firms or supporting organisations?

281



L4 Training

a) Have you experienced any problems i relation to availability of skilled
employees?

b) Have you experienced any problems relating to staff turnover?

c) Has the Flour Confectioners and Bakers Association Skillnet Programme been

of any assistance to your firm?

’? Business Environment

a) Desciibe the business environment within which your firm operates
Commenting on
) The scale of the industry,
(1) The market,
(m)  Competitive pressures,
(1v)  Pioduction cycles
(v) Technological change etc
(vi)  Skills



Appendix D
List of Key Companies 1in North Dublin

Key firms 1n fish processing sector

Firm Name Size* Location
Dunns Seafare Ltd  Small Jamestown Business Park, Finglas, Dublin 11
Oceanpath Ltd Small 9A & 11A West Pier, Howth, Co Dublin

Rockabill Shellfish ~ Small Stephenstown Industrial Estate, Balbriggan, Co Dublin
Simro Ltd (Wrights Small 14 West Pier, Howth, Co Dublin

ol Howth)
<10 = small, 10-49 small, 50-249 Medmm, > 250 Laige

Key firms in Bakery Sector

Firm Name Size* Location

Coughlan’s Bakery Small Blackhorse Industrial Estate, Dublin 7
Dunhill’s Confectionery Production Ltd Medium McKee Avenue, Finglas, Dublin 11
Golden Bake Ltd Small Malahide Road Industrial Park, Dublin 17
Kylemore Bakery Ltd Large McKee Avenue, Fmglas, Dublin 11
Mannings Bakeries Limited Small Greencastle Parade, Coolock, Dublin 17

Key firms in Paper print and publishing

Firm Name Size* Location

Alluset Ltd Medium  Dublin Industrial Estate, Glasnevin, Dublin 11
Cahll Printets Medium East Wall Road, Dublin 3

Colourbooks Small Baldoyle Industrial Estate, Dublin 13

Numan Lmmited T/A BetaPrmt Small Malahide Road Industrial Estate, Dublin 17
Smut fit Web Press Medium Botanic Road, Glasnevin, Dublin 9

Clonhffe Print Ltd Small Phoenix Industrial Estate, Navan Rd, Dublin 7
Dakota Packaging Ltd Medium  Awnrways Industrial Estate, Dublin 17

Dollaid Packaging Ltd Small

Futuie Prnt Medium Baldoyle Industnal Estate, Dublin 13
Kentlworth Products Ltd Medium  Dublin Industrial Estate, Glasnevin, Dublin 11
Multiprmt Labels Ltd Medium Swords Business Park, Seatown, Swords
Playpiint Sales Limited Medium  Drumcondra, Dublin

Piesswell Ltd Small Baldoyle Road, Dublin 13

Tilog 1e Limited Small Dublin Industnal Estate, Glasnevin, Dublin 11
Wood-Piuntcraft Ltd Large Malahide Road Industrial Estate, Dublin 17
Data Page Ltd ok East Wall Road

Wilks Cerdac koK Finglas, Dublin 11

Intercontinental Photo Composition Ltd  ** Dublin 17

Alpha Sign Nameplate & Decal Ltd T East Wall Road, Dubhin 3

Coleridge Fine Arts o Malahide Road Industrial Estate, Dublin 17
Inish Box Print and Packaging K Artane

Plasweld Displays Ltd *x Dublin 11

'+ Not available
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