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Viicheal Duniord (2006)

SENVICE Tirms;in  Vilan
prdinate the ltalian fasnien

Wide range of independent
Irms; Trom large tor very: small

5 ;LEeg/ Ol PrICE: containment
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Since lDJQJ de-lecalization
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INDUSTRIAL DISTRICTS IN ITALY

Ind UStriaI DiStriCtS | DISTRETTI INDUSTRIALI IN ITALIA

Production concentrated in small
areas

Large number of interdependent
smalll enterprises

IHornzontally' and vertically.
specialized

Marshallian cencept ofi ‘Industrial
atimesphere’

|deal-type mdustrial districts are in
Italy;




Why is this Impertant?

Changes in the communities and sustainability, jeb lesses and gains
(53 theusand jebs In the T&C lest in 2005 — interview: trade uniens),

Sustaimanility?
Macro politics (EU enlargement, international trade: regulations)
maitter

Theoretical shifit in' studying Industrial districts; from regional
approeaches to firm! based approaches: Dunierd, Smith, Humphrey:
and GVC, TEDIS greup In;Venice

‘Marshall secondl argument,’ I.e. that districts'are: not a: purely.
econemic phenemenon, but are centered onithe: INteractions of
econemic andl secial systems; (Dunford: 2006, p. 27)
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Research questions

How te Include the seciocultural
dimensions” Inte the Rew: firm-lased
appreaches? (Dunford, Humphrey, Gerefii
and \Veyer, Smith)

Wiat: kind ofi changes do: ltalian filims
PrRg telecal communIties?



Research areas

imis (Remania): area
With the highest
concentration ol lItalian
firms; eutside: ltaly

Sofia, Sliven, Jamiol
(Bulgaria): locatiens ofi
ther Miregloe: Investment

Koesice, Presoy: (Slevakia):
areas withileng term
presence of Italian filims

Provinces

- B sambol
Zakarpattya (Ukraine): — o
new frontier of ltalian —
Investments B sorie

- Timis
B za<arpatska




Research Methods

Qualitativer datal threugi snowhall InterIews.
he resuli Isian' ethnegraphy: ofi the: pewertul’
WhICH evidences the poesitien off ltalian textile
and' clothing manufacturers vis-a-vis, local
Institltions; IR Eastern Eurepe; collection of
statistical dates, pamphiets;, heeks

Whoe? Italian T&C firms, ltalian banks and
services, local institutions



Units ofi analysis: the ltalian 1&C
firs alread

subcontractors” jint venture with local

Italian FDI: local
firm with 100%
(or close) Italian
aownership




Involvement of ltalian firms abroad

FLUXES OF PEOPLE

We kept our structure and
personnel. In the
beginning, we had one
Italian manager - one of
the brothers owning the
company; he is director of
production in Italy - to
help the start up. He
managed the introduction
of new machines and the
change in the production
process. We didn’'t change
the organization of
personnel. In the first six
months we had one
Italian couple working
here. They were
technicians helping us to
improve the quality. In
the first few years we
only sew; five years ago
we introduced the ironing
and the packaging. At
that moment we had
again Italian technicians
helping to start the new
department (Interview
Ternotex, entrepreneur:
07-14-2006).

Occasional | Regular visit by | Permanent presence
visits by entrepreneur/ of Italian
technicians director entrepreneur or
director
FLUXES | Arm length | Subcontracti | Strong no
OF trade ng subcontracting
CAPITAL | relations,
close to
zero
50-50 joint | Weak Strong no
venture partnership partnership
100% (or Weak Medium control Strong ownership. Key
close) ownership. ownership. Key distinction: presence or
Italian Often the distinction: absence of local
ownership | case in ‘third | presence or stakeholders
wave’ absence of a
investments, | local director with
from Eastern | strong Italian
Europe connections

further East




Tacit knowledge

Q. What did it'.change: at the levell of innovation and management as a
conseguence e werking with: Italians?

The most Impoertant change Is that we got more modern machines. Then
the organizatien was hrought at an higher level.

A. Wihat dees it mean ‘higher level erganization?

Comparing with communist times, NoW 0ne; WOorker: can: pPerform a task that
pefere reguired two or three people. The productivity Is three times higher.
Q. How ceuld yeu achieve this?

A. i the first peod of activity, there weas an lualian [technician] constantly,
present here; he shewed us how to werk.

Q. What did he do?

A. He showed Us persenally that just one: persen can perform certain tasks.
IHe had te do It, hecause we didnft believe it (Interview litalian firm in
Slovakia,, lecal dlrector 07-21-2006).



LOrnsutution Or expatriate CoOmimunitices.
Timiseara (Remania)

LLarge communiy, of expatriate
entrepreneurs

Organized in the nation and
county. level asseciation
‘Unimpresa:

I Timiseara,, Italian BusInesses
ave Veny geed relatienshipsiwiti
the local'chamber off commerce,
10 the: peint that in; May: there will
be: the election ofi the directive
council of the chiamber, and I was
asked to run for the vice-
presidency. This Is; because, since
the Italian presence: i this area Is
Very: strong, they want terhave an
Italian representative ini the
chiamber. Consider that my wife
and Il live completely in Romania
frem 1998, at local level'we: are
Interlocutoers of institutions, for
example, in the discussions about
terrtorial planning, creation of
industrial parks etc (Interview' | Members | Italians | Germans | French | Austrians | US
president, Timis: branch,

Unimpresa Romania: 04-03-06). 7 550 g7 63 20 1 13




Number of Italian Firms e

I - 300
I 301- 600
[ ]e01-1000
I 1001 - 1965
[ 1966 - 2000
I 2001 - 5000




castern european Ttocus of ltalian
banks and services: Unicredit

Event Location Western Eastern Europe + Turkey North
Europe America
1998 | Group Creation. Italy
Merger of six local banks plus one
nation-level bank
1999 | Acquisition of Bank Pekao Poland
2000 | Acquisition of Pioneer Investment USA North
America
Acquisition of Bulbank Bulgaria
Acquisition of Polnobanka (now Slovakia
Unibanka)
2002 | Acquisition of Zagrebacka Banka Croatia
Acquisition of Demirbank Romania | Romania
(now Unicredit Romania)
Acquisition of Zivnostenska Banka | Czech Republic
Agreement with Kog Turkey
Acquisition of Momentum USA North
America
2005 | Acquisition of Yapi Kredi by Kog Turkey

Merger with HVB

Germany, Austria, Russia, Poland, Croatia, Bulgaria,
Bosnia-Herzeoovina. Romania Lithuania. Ukraine.




Wihy?

These countries have ebjective advantages, suchias a GDP growth much
higher than Western Europe, and banking activity used: te be low, Ifi ot very.
low. Tihus, there were good chances of development for our sector. The
third reason was that the hanks we acquiredi throughs privatization were seld
at reasonable’ prices; which allewed! us to Invest witheut making| debts and
put our ltalian mvesters at risk. Thisiwas the pesitive pulll The negative
pushiwere episodes that remindedius of the Impoessibility ofi further growth
in Italy. ... [Alse], in these countries there are not large: interests from
American and In general, nen Eurepean hanks, thustit IS, a natural market
for Europe (Interwew nigh level manager, Bulbank: 05-22- -2006).

IHere, 1n this, office, we have twelve professionals, Whlch mean We are a
large: firm [[fer the Italian standard]. Thersituation s, Very: different with
respect, for example, Northern Eurcpe. I had a partnership in Germany. with
a i with) 5501 chartered accountants; everall they have twe thousand
empleyees in ene hundred and fifty offices threughouit Germany. Upi there a
smallfaccountancy firms hasi thirty o) forty chartered accountants,, pius
stafif.... With;such small dimensions; it Is difficult to gerakread to support
small and meditim firms in the PrOcess ol Internationalization. TAIS IS an
Important structural preblem for the country, Because! It Isi much harder for
a firm ter go abread witheut a reliable network ofi real services.... I couldnrt
have goene to Germany/, because there the costs are teo high, and the
comp)etition IS very strong| (Interview Chairman, lIC&Partners Group: 10-10-
20006).



Banks and services as ‘cultural
mediators’

\We previde also ‘cultural® suppert, previding a bridge between litalian and local
entrepreneural cultures;

. First of alli, they insist on the concepts
listening’ the Inpuits coming from the local people. Second, they: provide detaile
Infiermation en nerms and custeoms: for example, In Slevakia contracts ofi
employment specify in detail employees’ duties, Whlle i [taly they tend te be
much less detailed. Then they let them understand: that the fact that Slevakia Is
lessi richi than litaly, doesi not mean that there are no rules (health and security;
measures). (Interview: EDAS, entrepreneur: 09-26-05)

A fiereign entrepreneur coming Nere has many: preblems. The first IS the
language: barrier; the second IS the diffierent legislation, the third Is the differen:
panking system. Alse; lecall hanks had preblems tor understand the value: of the
foreigni entrepreneur. Ii a fereign company. establishes a daughter here, of
course the daughter depends en the mother. Thus, from bank’s perspective, to
evaluate the mether Is mere Impertant than te evaluate: the daughter.

. Thus, Unicredito Italiano established in each of the
controlled banks a division, the ‘New Europe Desk” tor mediate between the
needs ofi the [Italian] customer andl the needs of the bank (Interview: high level
manaager. Unibanka: 06-28-2006).



Outcome: weak SymbIiesIs’
petween ltalian manufacturers,
banks and services

Italians, by tradition;are: not: loyal. Thisis;an Important-aspect off our business. In
fiact, It 1s nearly impessikle for a nen German hamnk terhave a Gemrman: conpany.
among| its custemers. The same happens in the case off Erenchi. This IS hecause
pefere coming here German: or Austrian companies already have an agreement with
their bank. Banks support them in theinternationalization process, hut companies
accept to work withi their own banks enly. ltalians instead come: here and look
around for the laest offer. There is no leyalty at all;, thus, this bank has; te give the
best services (Interview: highrlevel'manager, Unibanka: 06-28-2006).

ITALIAN NON-ITALIAN MIX OF NO USE OF NON SPECIFIED TOTAL
BANKS BANKS ITALIAN AND BANKING
NON ITALIAN SERVICES
BANKS
ITALIAN FIRMS OR JV 43% 24% 24% 9% 100%

LOCAL SUBCONTRACTORS 20% 80%



Transmission chain

Hybrid spaces | i

Italian Chamber of
Commerce abroad

Italian firms
abroad
(including banks
and services)

Italian Embassy and
Institute for Foreign
Trade

(fully public institution of
the Italian State

May or may not
coincide

Association of Italian
enterprises abroad

S ——

Lobbying, joint
initiatives

All firms

Large firms

Local level:
government (mayor,
etc), chamber of
commerce, business
association, local
agency for
development

1r 1r T

‘ Foreign cooperation, EU (and other donors) sponsored projects ‘

National level
Ministry of the
economy, agency for
the promotion of
FDI, industrial
associations




Conclusions

The academic literature on the. “ltalian case’ has shifted
eVer time from the: ‘ndustrall distrcts: to the ‘glohal
Valle: chalns: appreach

I Se deing, the analysisk off the Interplay’ hetween frms
and institutiens’ became. Weaker

Trhis dissertation follewed the value chains: of ltalian &C
PrEGAUCEYNS; arguing that:

Ine Institutional dimension| e restored considening
filixes of persons and the establishment off expatriate
communities

Tacit knewledge Isf transmitted through these filuXes, of
PErSoNs

The embedding ofi firms In' the local communIties IS
supported by banks and services

AS conseqguence of such embedding, new hybrd spaces:
are emerging in Eastern Europe



Tanks to institutions:

Infermest;

IC & Partners Group;

Eeundation fer Entrepreneurship Develepment;

CRL" 92;

Business Support Center for Small and Medium Sized! Enterprses, —
[ROUSSE;

Bulgarian Acadeny. off SCIEACES;

Economics University in: Bratisiavea;

Christian; University: ‘Dimitrie: Cantemir in: Siiu;
West: University in Timisoara;

University ofi Bucharest;

University: of Tirieste.



Seurces of funding

PDoctoral DIssertaton lnproyvenient Grantirem
the Natienall Science Eeundation,

Ol Campus; DISsertation Researci. ~ellowsilo
firom the: Graduate: Schooll eff the University of
Noruh Carelina at Chapel Hill;

Poctoral Research iavel Awara irem the
University: Center fior Intermationall Studies
(presently called Center for Glenal Initatives) of
ther UNC-Chapel il

DIssertanon. Complenon Fellowsap iem the
Graduate Schoel ofi the UNC-Chapel Hill.
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