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Abstract

Industrial districts as local networks of small and medium enterprises (SMEs) rooted their competitiveness in a mix of
economic relationships and social ties. Recently, network technologies have promised gains of efficiency through a reduction
in transaction costs and showed new commercial opportunities for small firms. Despite the morphological similarities between
industrial districts and network technologies, a longitudinal analysis of ICT diffusion within Italian districts shows that the
foreseen convergence between the district economic model and new technologies should not be taken for granted. The observed
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pecific evolutionary paths concerning technology innovation in local systems also opens-up issues of economic poli
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. Introduction

In the past 20 years, research on Italian industrial
istricts carried out by scholars both in Italy and abroad
as stressed the twofold role of such forms of organi-
ation in the economic scenario. On the one hand, local
ystems of small and medium enterprises (SMEs) rep-
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resent the specific Italian model for economic de
opment, which distinguishes Italy from other count
and organisational forms such as large firms (Becattini,
1979; Porter, 1990; Goodman et al., 1989). On the othe
hand, scholars have considered industrial districts
more general perspective, as evidence of the role
territory can play in the division of labour with resp
to specific manufacturing products (Piore and Sabe
1984; Bagnasco and Sabel, 1995).

In particular, researchers have recognised the
vant advantages arising from agglomerations of fi
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within a local context, in terms of economic exter-
nalities. Firstly, physical proximity allows for reduc-
tions in transportation costs and costs related to shared
resources (i.e. local labour market, common infras-
tructures). Secondly, SMEs gain from technological
externalities in cases where knowledge sharing and
innovation diffusion are based on face-to-face inter-
action that reduces transaction costs (Antonelli, 2000;
Bellandi, 1996). In addition, SMEs embedded in indus-
trial districts benefit from a strong overlapping among
the economic, social and institutional systems, where
reputation and trust facilitate exchanges, while per-
sonal and firm interests are safeguarded by collective
institutions and local policy (Dei Ottati, 1994; Brusco,
1982; Lazerson, 1995). Broadly speaking, industrial
districts have become a general model of industrial or-
ganisation, where the territory influences with its social
and cultural features the economic dynamics as well as
firms’ competitive advantages (Porter, 1998; Becattini,
1991). Localisation of business is important both in
terms of policies favouring economic development and
the creation of clusters of innovative firms (Feldman,
1994; Saxenian, 1994).

Recently, many studies have stressed firms’ oppor-
tunities to redesign processes and business organisa-
tions through electronic networks on a world-wide
scale (e.g.Scott Morton, 1991; Tapscott, 1996). By fo-
cusing on the gains in efficiency stemming from the
electronic management of business processes, scholars
provided evidence that physical proximity and locali-
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more difficult to establish business relationships with
new non-district players, which require codification of
technical languages and procedures or more formalised
mechanisms of interaction (Grandinetti and Rullani,
1994; Storper, 1993).

In recent times, thanks to the evolution of network
technologies and the decrease in transaction costs due
to ICT (Malone et al., 1987), technology providers
have developed innovative solutions for SMEs as re-
gards communication and the management of busi-
ness processes outside the district. The euphoria for
thenew economyprovided new opportunities for small
businesses to widen their scope and carry out ex-
changes world-wide, thanks to lower transaction costs
(Tapscott, 1996; Kelly, 1998). From this perspective,
SMEs in local networks could refer to a completely
different way of doing their businesses, where the ad-
vantages of the local embeddedness such as informal
exchanges could be overcome by the benefits of elec-
tronic marketplaces (Rayport and Sviokla, 1994). More
specifically, the network-based characteristics of indus-
trial districts supposed an easy process of matching
with the potentialities of network technologies.

The purpose of this paper is to analyse this process
of convergence, by considering the impacts of ICT on
the district model and on SMEs’ strategies. Our aim is
to identify opportunities and threats for SMEs in terms
of the sustainability of the district model and innova-
tion process in the scenario of ICT. The structure of the
paper is as follows. We will first discuss the relations
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ation have become less important. Virtual compa
nd electronic markets were proposed as new mo
f organisation and transaction governance, where

s considered as the driver of firm’s competitiven
Kelly, 1998; Malone and Laubacher, 1998; David
nd Malone, 1992; Malone et al., 1987; Malone et
989; Hagel and Singer, 1999).

One of the issues not yet explored is how SM
mbedded in local manufacturing systems can ex

nformation and communication technologies (ICT
nhance their competitive positions. Broadly spe

ng, the evolutionary paths of the district model in
merging scenario of network technologies are no
ompletely clear. The problem can be stated as foll
ndustrial districts have built their competitiveness
argely informal local network relationships and d
ion of labour (Pyke et al., 1990). Despite the benefi
eriving from agglomeration, SMEs generally find
etween industrial districts and electronic netwo
ocusing on the district model from a knowledge m
gement perspective. In Section3, we will present th
esults of a survey carried out in 33 Italian indust
istricts aimed at analysing the diffusion of ICT with
etworks of SMEs. In Section4, we will discuss our ev

dence by considering district evolutionary trends w
espect to district firms’ strategies. In the final sect
e will outline the potential impact for policy deve
pment.

. Industrial districts face electronic networks

SMEs and industrial districts represented the
taly recovered from the downturn that hit the m
roduction system during the 1970s (Piore and Sabe
984; Sengenberger et al., 1990; Pyke et al., 1
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Becattini, 1991). SMEs’ competitiveness based on a
high level of specialisation, flexibility, and informal
management of business relations, led to the success
of Italian products throughout the world. Specifically,
scholars have stressed the role played by the terri-
tory in building firm relations and networks, as well
as in sustaining innovation processes (Camagni, 1993;
Granovetter, 1985), through the exploitation of shared
values and behaviour (reputation), common language
and institutional support (Dei Ottati, 1994).

In recent times, local SME networks have faced a
different scenario, where increasing competition and
the massive introduction of network technologies re-
quire a deep modification of their business ideas. While,
in the early stages of ICT, most attention has been given
to the relationship between technologies and organisa-
tions mainly from the perspective of large firms, how-
ever, the rapid evolution of network technologies open
new opportunities also for SMEs organised in local net-
works. Nonetheless, despite the good results obtained
by industrial districts, it is still not clear what the im-
plications of ICT will be.

Since the beginning of the technological revolution,
scholars’ interests mainly addressed the effects of ICT
on the evolution of big corporations (Scott Morton,
1991). Under the label of business process reengineer-
ing (BPR), the top management of big companies de-
fined a new organisational structure based on processes
instead of functions and specialisation, where the new
value to achieve came from an integrated perspective
o nd
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crease the value of their internal knowledge and com-
petencies (Davenport and Prusak, 1998; Scott Morton,
1991).

While technological products and services have
been traditionally focused on large companies, in par-
ticular to satisfy big firms’ needs in terms of co-
ordination, flexibility and process efficiency (Ciborra,
1996), from the 1990s new solutions built around the
Internet network have been tailored specifically to
small businesses. In particular, researchers and analysts
have emphasised the opportunities for firms to man-
age transactions directly through electronic commerce,
by enhancing the reach and richness of firm’s connec-
tions with the market (Kalakota et al., 1999; Bakos and
Brynjolfsson, 2000; Evans and Wurster, 2000).

From this point of view, electronic networks have
been able to considerably reduce transaction costs and
give birth to new more efficient forms of governance,
such as electronic markets (Malone et al., 1989; Bakos,
1998). Through these specialised marketplaces, neu-
tral market makers have promised firms a significant
decrease in transaction costs by reducing information
asymmetries, by certifying on line customisable con-
tent as well as by supporting direct interaction among
players in the electronic market (Bakos, 1997,1998;
Hawkins et al., 1999; Kaplan and Sawhney, 2000).

Innovative services and solutions for SMEs have fo-
cused specifically on supporting on line transactions
through new electronic channels and portals. Small
businesses could benefit from an electronic hub where
s what
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Specifically, large firms exploited the opportu

ies offered by ICT and redesigned their organisati
odels around technologies. On the one hand, t

rms have been able to achieve efficiency through
lications aimed at increasing process integration
utomation (i.e. enterprise resource planning), w
re important goals for large companies (Venkatraman
994; Bradley et al., 1993). On the other hand, tec
ology has improved internal co-ordination amo
cattered employees and teams through elect
nfrastructures for communication, document s
ng and co-operative work (work flow manageme
Sproull and Kiesler, 1991; Fulk and Steinfeld, 199).
o put it briefly, big corporations have taken adv
age of network technologies to support their com
ication and manufacturing processes and also t
uppliers and buyers are able to meet no matter
heir location on a potentially global scale. Electro
etworks could allow SMEs to overcome advanta
ainly based on physical proximity and extend t

usiness networks through the search for new
omers in the on line markets (Benjamin and Wigand
995).

With respect to the first mentioned perspective, m
ocused on ICT within large organisations, our pap
ooted more on the second path of research, particu
eveloped during thenew economyscenario. Mor
pecifically, opposite to the point of view of the trans
ion cost theory, which stresses the driver of efficie
o analyse the impact of technology on small busin
ur approach is intended to overcome this focus, w
ould limit the explanation of evolutionary trends
ocal systems of SMEs. Consistently with much
ntific literature, in fact, we agree with scholars w
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emphasise the role of ICT on the competitiveness
of small businesses and local manufacturing sys-
tems from a knowledge management standpoint (e.g.
Becattini and Rullani, 1993; Rullani and Zanfei,
1998; Kumar et al., 1998).

Specifically, technology solutions have been con-
sidered as being a powerful tool to enhance local inno-
vation processes towards global networks. Electronic
networks can increase the value of a firms’ capacity to
maintain and to nurture a high level of local expertise
and specialised knowledge by enlarging its domains
of exploitation onto a world-wide scale, on the basis
of codification processes (Ahuja, 2000). On the one
hand, in fact, industrial districts could face problems re-
lated to the management of knowledge exchange from
the inside of the local manufacturing systems towards
the outside (and vice versa) (Grandinetti and Rullani,
1994; Uzzi, 1997). On the other hand, however, inter-
esting evolutionary opportunities for industrial districts
may arise from a wider system of knowledge produc-
tion and sharing that embraces local networks as well
as global business relationships (Corò and Grandinetti,
1999; Cossentino et al., 1996).

From this perspective, important consequences for
district evolution may develop from the advent of
network technologies. Network technologies can de-
velop the local systems by enlarging their boundaries,
so that they can manage relations with their suppli-
ers and with the final market more independently and
share specific knowledge that is useful to the whole
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data management related to structured and codified
processes.

(2) Computer-supported co-operative work(CSCW),
i.e. solutions aimed at facilitating the co-ordination
and collaboration of people within and among or-
ganisations (i.e. groupware). Those electronic so-
lutions positively impact on firm’s effectiveness in
managing distributed work at a distance.

(3) Web-based applications, such as multimedia tools
or other applications that support interactive rich
communication processes on the Web, based on
Internet universal and open protocols.

Expectations related particularly to a reduction in
transaction costs were based on more efficient infor-
mation processes carried out through Internet, where
firms could obtain significant advantages resulting
from the electronic management of exchanges (elec-
tronic commerce) (Kalakota et al., 1999; Kaplan and
Sawhney, 2000). However, when considering such va-
riety of technology solutions, it should not be taken
for granted that SMEs’ interests in using electronic
networks should be limited to sustain transaction pro-
cesses through on line platforms. Specifically, one
should consider the consistency between the economic
model of industrial districts, where business relation-
ships and manufacturing processes are based on rich
interaction and collaboration among local players, and
the scope of business processes and activities each
kind of technological solution is targeted for. Hence,
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alue chain system. Following this approach, imp
f ICT on local networks of small businesses does
pecifically refer to transaction cost issues only,
ore broadly it concerns how innovation proces
nd firm’s local and global value systems deve
nd are managed after the introduction of electr
etworks.

However, in order to understand the real impac
etwork technologies on the district model, we clos
onsider the different kinds of technologies that r
enerically to the domain of ICT (Micelli, 2000):

1) Enterprise computing solutions, i.e. application
that support codified information management
processes, where the most innovative and rev
tionary systems are enterprise resource plan
(ERP). Information technologies such as ERP
tems improve firm efficiency through high-qual
e should study SMEs’ alternative uses of techno
ore closely to produce a more comprehensive fra
ork of the effects of ICT on industrial districts.
Contrary to large companies, SMEs have only

ently discovered the opportunities offered by n
echnologies (Micelli and Di Maria, 2000; Rullani an
omano, 1998; Franch and Zaninotto, 1997). Never-

heless, small district firms are still having trouble
nderstanding ICT potential not only in reducing

ernal inefficiencies but also in creating competi
dvantages through the management of network

ionships. Firms with different competitive positio
ithin the district value chain may influence the e

utionary paths of the local manufacturing system
nly through their business strategies but also thro

heir adoptions of ICT solutions related to those str
ies (Corò and Grandinetti, 1999; Varaldo and Ferru
996; Chiarvesio, 2001).
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Because of the uncertain and dynamic competitive
scenario Italian industrial districts have to face, a com-
prehensive analysis of the actual diffusion of infor-
mation and communication technologies within local
networks of SMEs can offer a more detailed insight on
the impact of ICT on the district model.

3. ICT adoption within industrial districts: the
case of Italy

In order to provide a complete picture of the relation-
ships between the business and organisational model
of industrial districts, its evolution and the role of ICT,
in 1999 the TeDIS Center1 launched an annual survey
(Micelli and Di Maria, 2000). Particularly, the main
objective of the research program is to analyse the po-
tential convergence between the local network of re-
lations characterising industrial districts and network
technologies. According to this framework, the survey
has been planned to achieve three main goals:

a. to study the coherence between economic and
technological variables as regards the development
model of industrial districts;

b. to analyse and evaluate the diffusion of technologi-
cal solutions among SMEs belonging to local man-
ufacturing systems;

c. to outline a general framework for policies that can
support the diffusion of ICT within local economic
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Sachs, 2000). Instead, in our opinion, it is possible to
obtain a complete understanding of the real present and
future impact of ICT on firm processes only through a
buyer-side analysis, by exploring how SMEs refer to
technological solutions to support or transform their
business strategies. The results of the annual survey
could also become an interesting point to develop con-
sequent policy actions that support innovation and the
evolution of SMEs (Mistri, 1999; Bianchi, 1993).

The TeDIS methodology is based on quantitative re-
search supported by qualitative in depth analysis. More
specifically, the core of the research is the survey, car-
ried out through phone interviews with IT managers of
SMEs, which provides quantitative data.

Additionally, to test our research hypotheses and to
obtain a more reliable interpretation of data collected
through the survey, we have promoted a set of qualita-
tive analyses based on:

(a) face-to-face interviews with IT managers of dis-
trict leading firms2 based on the same question-
naire used in phone interviews;

(b) focus groups with firms and IT vendors;
(c) interviews with district firms as well as public and

private local institutions (craft associations, district
research and technological centres, etc.) about the
evolution of ICT in industrial districts (about 50
interviews in the last year);

(d) more than 25 case studies of SMEs that showed
an innovative approach to ICT in order to identify
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.1. The TeDIS methodology

With respect to other studies that focus on
ate of ICT adoption among SMEs from the supp
ide point of view, our perspective in carrying out
urvey was to consider specifically the role of the
and in the scenario of network technologies.
itionally, research on ICT has studied implicati

or firms through an evaluation of technological
utions available on the market, in order to explain h
uch applications could satisfy firms’ needs base
he perspective of technology suppliers (i.e.Goldman

1 TeDIS is the Center for Studies on Technologies in
ributed Intelligence Systems of the Venice International Unive
http://www.univiu.org/tedis).
best practices.

Moreover, a deeper understanding of that scen
ets advantage from a direct involvement of the
IS centre in activities (studies, technological exp
entation, workshop, etc.) promoted by a professi

ommunity of IT managers (based in Treviso, Ita
perating in North East firms.

Empirical evidence discussed in the paper sp
cally refers to two annual surveys: the first one
arried out at the end of 2000 and the second one
ng 2003.

2 A leading firm is a firm that, most independently from its
ension (turnover, employees), is characterized by dynamic str
ehavior compared to other district firms in terms of innovation,

ionship management with market and suppliers, internationaliz
rocesses, ability to organize and manage wide business net
tc.

http://www.univiu.org/tedis
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The 2000 survey focused on 33 relevant industrial
districts in Italy, out of 199 districts (for about 224,000
firms and 2,170,000 employees, altogether) identified
by ISTAT (the Italian National Institute of Statistics).
The survey addresses the three main macro-industries
of the Italian economy, considered in terms of their
contribution to the Italian export:

• home furnishings (furniture, glass, ceramics);
• engineering;
• fashion (textiles, eyewear, shoes, and sportswear).

The three macro-industries are characterised by a
large number of SME networks and the domination
of industrial district products over the internal and in-
ternational market. For instance, in the fashion indus-
try, 72.2% of the national export of textiles, 60.2% of
clothes, 66.8% of shoes is due to industrial districts
firms. Similarly, 61.1% and 53.1% of Italian furniture
and industrial machinery export respectively comes
from industrial districts (Source: Bank of Italy).

One thousand and nine companies were interviewed
out of a total of 1750 firms, that is the population
of companies located in the selected districts with a
turnover of over 10 billion Lire in 1998 (5164.57 euro)
(equivalent to a 57.7% response rate—seeTable 1).
The selected districts have a relevant impact on the
Italian economy as they are characterised by a con-
siderable number of companies (about 36,000) and of
employees (400,000). Consistently with our research
aim, we decided to analyse only bigger firms within
d po-
t er,
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e the
e

trict
S lita-
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Table 1
Survey on 33 Italian industrial districts: general sample structure

# 2000 %

North East Italy
1 Furnishing Livenza 71 25.8
2 Furnishing Quartier del Piave 23 8.4
3 Chairs Manzano 24 8.7
4 Glass Murano 13 4.7
5 Engineering Montecchio 14 5.1
6 Engineering Schio-Thiene 27 9.8
7 Engineering Inoxvalley 25 9.1
8 Leather Arzignano 15 5.5
9 Textiles Schio-Thiene-Valdagno 19 6.9
10 Shoes Riviera del Brenta 9 3.3
11 Sportswear Montebelluna 18 6.5
12 Eyewear Belluno 17 6.2

275 100.0

Lombardy
1 Metals Lumezzane 54 19.4
2 Engineering Lecco 92 33.0
3 Textiles Como 72 25.8
4 Hosiery Castelgoffredo 24 8.6
5 Furnishing Brianza 29 10.4
6 Sealing Systems Sebino B. 8 2.9

279 100.0

Emilia-Romagna
1 Tiles Sassuolo 60 27.4
2 Textiles Carpi 41 18.7
3 Agricultural Engineering 73 33.3
4 Hydraulics 33 15.1
5 Food Engineering 11 5.0
6 Packaging 9 4.1
7 Biomedical 7 3.2

219 100.0

Tuscany
1 Textiles Prato 91 55.8
2 Paper Lucca 13 8.0
3 Marble Carrara 13 8.0
4 Leather – S. Croce sull’Arno 46 28.2

163 100.0

Piedmont
1 Textiles Biella 38 88.4
2 Gold jewellery Valenza Po 5 11.6

43 100.0

Marches
1 Furnishing Pesaro 15 50.0
2 Shoes Fermo 15 50.0

30 100.0

Total 1009
istricts, with a more structured organisation and a
ential higher investment capacity in ICT. Moreov
hey are often leading firms and, according to the
rature, their strategies are relevant in designing
volution paths of the whole district.

In order to provide an updated analysis of the dis
MEs’ approach to ICT and according to our qua

ive research experience, we also discuss the e
ionary trends of ICT investments in Italian indust
istricts. In order to allow data comparison over tim
eDIS surveys interviewed exactly the same firms e
ear. The 2003 survey, as to firms’ refusals over ye
ddressed 899 firms out of 1009 localised in 29 m
istricts (we did not considered the districts of pa

ndustry, sealing systems, biomedical and packag
he final results discussed in this paper refer to
rms. The comparison we will propose between
ata we collected in 2000 and the one carried ou
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Table 2
Characteristics of the firms interviewed: an overview

Turnover % Number of employees %

<25 billion Lire 54.7 <49 39.7
25.1–50 20.8 50–99 26.9
50.1–100 8.2 100–199 17.9
> 100 5.6 >200 10.6
No answers 10.6 No answers 4.9

Main activity of the firms % Main location of strategic subcontractorsa %

Finished products for the market 49.7 District area 62.2
Finished products for other manufacturers 32.7 Region 16.4
Semi-manufactured products and components 13.0 Italy 13.8
Manufacturing on behalf of other firms 4.5 Abroad 7.6

Total 100.0 Total 100.0

Export percentages (% on firm turnover) Sales network structure %

No export 7.6 Export percentages (% on firm’s turnover)
1–20 19.0 Sales infrastructures and/or partnership for internal markets 5.4
21–50 30.0 Sales infrastructures and/or partnership for foreign markets 7.7
51–99 42.1 Sales infrastructures and/or partnership for both foreign and internal markets 33.6
100 1.3 No sales infrastructures and/or partnership 53.3

Total 100.0 Total 100.0

a Percentage on firms that have strategic subcontractors and on valid answers.

2003 refers to the same sample of firms in the two
years considered: 557 firms of 29 districts participat-
ing in both the two editions of our survey.

3.2. Italian districts as economic networks

The sample of the 2000 survey was composed
of typical medium-sized, industrial district firms (see
Table 2). The majority of firms had a turnover of un-
der 50 billion Lire (about 25.82 million euro) (75%)
and about 70% of the firms employed less than 100
employees. Firms mostly produced finished products
for the market (49.7%) and finished products for other
manufacturers (32.7%), while only a small percentage
of the firms was involved in the production of semi-
manufactured products and components or work on
behalf of other firms.

More than 40% of the firms were located in indus-
trial districts related to the fashion industry, whereas
32.8% operated in the engineering industry and 24.6%
in home furnishings.3 It is also important to highlight

3 A limited number of firms (2%) were specialised in paper and
biomedical products. These two districts were also included because
of their importance in the economic scenario of Emilia-Romagna,
the region where they are located.

that firms were interested in establishing formal or in-
formal relationships with other firms through company
corporations. About 34% of the firms interviewed be-
longed to a group but a higher rate (42.9%) was ob-
served in the home furnishing industry.4

Evidence from our survey confirms that the busi-
ness models of firms localised within industrial dis-
tricts are network-based. The intense division of labour
among SMEs results from the exploitation of firm spe-
cialisation in the value chain and is co-ordinated by
interactive relations. The competitive network of re-
lationships in industrial districts is coupled with well-
established positions achieved by firms in international
markets. Firms participating in our survey systemati-
cally outsource manufacturing activities (about 82% of
the firms). The supply chain is still rooted in the local
system: for 62.2% of the firms interviewed the dis-
trict area is regarded as the main location of strategic
subcontractors (seeTable 2). These percentages were
considerably higher in districts that are characterised
by a high level of manufacturing specialisation and
industrial concentration, such as the eyewear district

4 This trend is also confirmed by recent studies by
Mediobanca/Unioncamere.
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of Belluno or the leatherwear districts in Veneto and
Tuscany.

The local context is also firms’ point of reference
for design and R&D. Though outsourcing levels in
these areas are quite low – about 31% of the firms in-
terviewed outsourced such activities, while 58.4% of
the firms managed them internally – partnerships are
mainly developed in local or regional areas (73.8% of
the outsourcing firms).

The strong embeddedness of supply relationships in
the district system is counterbalanced by the remark-
able successes obtained in the international markets.
About 45% of the firms made half of their turnover
abroad, while only 7.6% only sold to the Italian mar-
ket. In order to reach national and international markets,
they rely on a wide network of sales agents (81.3%),
commercial infrastructures and partnerships. Particular
attention is placed on types of distribution that allow
for a better and more direct control over information
and knowledge related to the final markets (i.e. about
34% of the firms have sales infrastructures and/or part-
nerships for both foreign and international markets).

SMEs’ customers are mainly wholesalers and retail-
ers (49.7%) or manufacturing firms (47.4%), while few
district firms sell directly to final customers (2.9%).
As regards customer relations with manufacturing
firms, our results showed that in the majority of the
cases (58.8%) SMEs collaborated with their customers,
while only 14.3% of the firms carried out standard
transactions (seeTable 3).
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is still a source of competitive advantage for SMEs
and a strategic resource as a supplier of specialised
knowledge and competencies.

3.3. The diffusion of ICT in Italian districts: the
difficult path of project-based technologies

The main results of our survey about ICT adop-
tion by industrial districts SMEs show a clear gap
between commodity technologies and project-based
solutions. The former is a group of easy-to-use solu-
tions that support interactive communication, like e-
mail or Web-based applications; they are simple, cheap,
easy to implement, flexible and sold in standard pack-
ages. Project-based solutions refer to applications like
ERP or groupware (workflow, discussion database),
which are more complex and require clear strategic ap-
proaches in order to be adopted. In 2000, Italian SMEs
were more oriented towards the first group of solu-
tions while they did not generally invest in more com-
plex technologies for internal process management,
which were originally targeted for large companies (see
Table 4). However, as we will discuss later in this pa-
per, district firms are now showing a growing interest
even in tools that could improve efficiency in business
management (internally as well as externally) and en-
hance their traditional co-ordination and communica-
tion model, based on physical proximity, beyond the
local context.

If we consider the technological infrastructure of
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To sum up, we can confirm that SMEs located
istricts apply an innovative business model ba
n extensive outsourcing, where thenetwork-base
odel of governancerefers to thelocal territory. If
e focus on sales, we can say that industrial dist
re internationalised. However, when we ana

he geographic location of manufacturing partn
istricts appear to be still strictly rooted locally. Hen
espite trends towards globalisation, thelocal system

able 3
ain forms of customer relationship management

elationship %

o-operation 58.8
xecution of technical specifications 26.9
tandard market-based transaction 1.3

otal 100.0
MEs from an internal standpoint, the results of
urvey highlighted a wide diffusion of technology
ffice automation. About 50% of the firms have
Cs/employee ratio of more than 100%. Each
loyee has at least one PC and personal compute
lso used outside administration, to manage stra
rocesses such as logistics and/or manufacturing a

ties in a more efficient and effective way than dist
MEs were used to. Local Area Networks are com
s well and they are used in most firms.

As far as it concerns more properly ICT, alm
ll the firms interviewed (93.0%) have an e-mail
ress, widely adopted within each organisation: 42
f the firms have separate e-mail addresses for a
rm’s departments (53.0% in the engineering sect5).

5 The analysis by sectors does not consider the biomedica
he paper industrial districts. Even if interesting for the aims of
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Table 4
Adoption of technological solutions in Italian districtsa

Technology Sample average (%) Home furnishing Engineering Fashion

E-mail 93.0 95.6 94.6 89.5
ISDN 82.0 82.3 83.1 80.7
Website 69.6 78.6 77.6 58.0
Corporate banking 68.3 73.8 65.0 67.3
ERP 20.0 13.7 29.9 15.4
EDI 10.6 5.6 14.8 10.5
Groupware 10.2 7.7 15.1 7.8
Videoconferencing 7.5 7.7 10.6 4.9
E-commerce 1.3 0.8 1.2 1.7

a Percentage on valid answers.

Table 5
Communication tools with strategic suppliersa

Frequency of use (%)

High Medium Low None

Meetings 51.1 33.9 13.6 1.4
Telephone 89.4 8.8 1.6 0.2
Fax 73.5 19.5 5.7 1.4
E-mail 20.0 22.0 31.6 26.4
Videoconferencing 0.2 0.9 3.4 95.5
Integration between software applications 2.3 3.9 6.6 87.3

a Percentage on valid answers.

The e-mail is becoming a powerful application to man-
age communications within the firm’s network of re-
lationships. In fact, although meetings and telephone
conversations are the most important communication
channels for SMEs, the data collected show that elec-
tronic mail is becoming a common communication tool
for district firms, supporting business communication
both at a distance and locally.

About 42% of the firms use e-mail to communi-
cate with strategic suppliers with high or medium fre-
quency. If we consider interaction with the sales net-
work, the figure increases to more than 62% of firms
(seeTables 5 and 6). The engineering industry has the
highest percentages in both cases: 50.3% of the firms us
e-mail to interact with the supply chain and 76.0% for
communications with the sales network. Though the
prevailing communication model of industrial district
SMEs is still traditional, (telephone, fax and face-to-
face meetings, etc.), network technologies are achiev-
ing a more interesting, less marginal role.

survey, those districts cannot be strictly categorised into one of the
three main macro-industries focused in this research.

Besides the e-mail, a large number of district SMEs
also have their own Websites, on average about 70%
of the firms interviewed. If we consider the three main
macro-industries mentioned previously, the diffusion
of Websites is quite low in the fashion industry, where
the average is only 58.0%. On the contrary, the rate

Table 6
Communication tools with the sales network

Frequency of use (%)a

High Medium Low None

Meetings 43.3 41.7 13.4 1.5
Telephone 86.6 12.1 1.1 0.2
Fax 80.9 15.9 3.1 0.1
E-mail 32.7 29.5 25.0 12.8
Videoconferencing 0.5 1.6 3.9 94.0
EDI 2.1 2.3 4.5 91.1
Integration between software

applications
3.5 4.8 4.7 87.0

Groupware 1.6 2.6 2.4 93.4
File transfer 2.6 8.6 11.0 77.8
Network of mobile phones 13.1 16.7 8.3 61.9
Cad sharing 4.4 5.8 5.2 84.6

a Percentage on valid answers.
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of Website diffusion is very high in many industrial
districts producing home furnishings or engineering
goods. For example, in the furniture district of Quartier
del Piave 95.7% of the firms have their own Websites.
Moreover, firms to a remarkably high degree (68.3%)
have also adopted standardised applications for infor-
mation exchange with banks (corporate banking).

These results stress how electronic networks are be-
coming new infrastructures to support processes and
procedures even in small and medium organisations.
However, we get a completely different picture when
considering project-based technologies. Tools like EDI
or ERP have been available on the market for a long
time to support information exchange and processes
based on codified procedures and standards. Developed
specifically for large firms, small and medium district
enterprises seemed to be reluctant to adopt them.

Electronic data interchange (EDI) was one of the
first network technologies used to manage sales trans-
actions in the value chain more efficiently (Sokol,
1989; Brousseau, 1994). ERP aimed to improve firm
efficiency by considering firm activities in terms of or-
ganisation processes. The result was an integrated sys-
tem of software solutions. Only 10.6% of the firms
surveyed used EDI applications, while the figure for
ERP was somewhat higher (20.0%), but still rather low
when compared to the use of e-mail or Websites, or the
percentage of diffusion in large firms (90% in the 150
top Italian companies).

ERP systems were more common in engineering
fi ms.
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to have a primary impact on business, evidence from
the survey showed that this was not yet the case as re-
gards industrial districts.Table 4shows that only 1.3%
of the firms interviewed sold their products through the
Web (see Section3.3).

Our analysis of the reasons concerning SMEs’ paths
of ICT adoption gives a few possible explanations for
the low diffusion rate of complex technologies within
industrial districts, when compared with communica-
tion tools. However, as we will point out when consid-
ering the evolutionary trends of ICT within industrial
districts (Section3.4), a completely new scenario is
emerging, where such gap is decreasing in SME paths
of technological investments.

Firstly, applications such as ERP have been targeted
for big companies in order to provide them with higher
flexibility and efficiency in the management of inter-
nal processes in coherence with their BPR strategies.
Instead, the implementation of such systems in small
businesses gives birth to a lot of problems in terms of
organisation rigidity and project length. Moreover, im-
plementation costs are extremely high.

Secondly, SMEs have always invested a limited
amount of resources on ICT, especially in the case
of complex technology that requires time to be im-
plemented (based on specific projects) or an appropri-
ate transformation of business organisation processes.6

While almost 50% of the firms interviewed perceived
a high level of importance of ICT on business manage-
ment, more than 52% of the firms invested less than
1
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rms, where they were adopted by 29.9% of fir
he main reason is related to the important role pla
y large companies in the automotive and home
liances supply chain. For these SME customers,
ormal to manage high-volume codified procurem
rocesses electronically. Although, before the de
pment of ERP, EDI has been used by big playe
anage supply chain relationships efficiently, no
ays the growing diffusion of ERP (where EDI te
ology is embedded in such solutions) among l
rganisations stimulates its adoption also in SM
ther technologies such as groupware solutions
orting co-operative work and knowledge managem
re scarcely used by SMEs (10.2%), compared to
ate of diffusion in large companies.

The difficult path of project-based technologie
tressed by the e-commerce rate of diffusion within
rict SMEs. Despite the fact that e-commerce is clai
% of their turnover on information systems.
The main results of our survey showed an op

ite trend as regards standardised, easy-to-use te
ogical solutions when compared with complex on

hile, on the one hand, district firms said they ap
iated the advantages of simple technologies such
ail, Websites or corporate banking, on the other h

hey did not perceive many benefits from technolo
aving no immediate impact on their organisation
hich required too much effort in their implemen

ion.

6 In Italy Small companies (less than 50 employees) are 9
f the total number of companies but the 20% of the total
and of ICT whereas big companies (more than 250 emplo
re 0.1% of total companies but the 56% of the ICT market (A

orm/Netconsulting).
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The limited diffusion of e-commerce among dis-
trict SMEs highlights the low interest of those firms in
such solutions and in the promised advantages of lower
transaction costs related to an electronic management
of exchanges. At the same time, it opens new issues
about the uses of electronic networks, with respect to
the district model.

3.4. From e-commerce to interactive marketing

Our survey gives important evidence that elec-
tronic commerce is almost ignored by district SMEs. A
remarkable weakness of district firms refers to their
general inability to control final markets, due to long
distribution channels that make it difficult to collect
information and to react to changing demand rapidly.
Scholars have stressed the potential of electronic trans-
action management, where small and large companies
could exploit Websites and electronic markets to carry
out exchanges speedily, efficiently and independently
from their location (Malone et al., 1989; Bakos, 1998).

Opposite to this perspective, instead, our interviews
provide a more specific and comprehensive expla-
nation for the low rate of e-commerce in industrial
districts (seeTable 7). SMEs do not refuse on-line trans-
actions due to a lack of internal resources or security
problems, which have been considered among the main
difficulties for e-commerce diffusion during the new
economy. Rather, they refuse to invest in e-commerce
because they do not consider it to be suitable to the
fi spe-
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to obtaining their products and managing manufactur-
ing processes on the basis of an interactive and collab-
orative relationship with their customers. Beside direct
interviews, data collected through the survey also sup-
port this explanation.

In fact, when considering the organisation of the
manufacturing process, it arises that 74% of firms make
products mainly based on customer’s order or through
the assembly-to-order system, without any relevant
statistic difference among category of goods (finished
products for the market or finished products or compo-
nents for other manufacturers). Only 23% of the firms
make products to stock. Moreover, only few compa-
nies sell products directly to the consumer (4%) or to
the final customer (10% of them rely neither on agents
nor on buyers), whereas the selling process is interme-
diate by a commercial network. All that means that dis-
trict SMEs do not usually receive orders for standard
products, and their commercial transactions are cou-
pled with complex relation and communication pro-
cess.

This is particularly true for companies that make fin-
ished products sold trough commercial intermediaries
(even when made to stock). In this case, the problem for
SMEs is to adequately communicatethe product, his
quality, his semantic value in order to transfer it to the
final market through the involvement and collaboration
of the sales network (relations with the consumer, or-
ganisation of the point of sale, merchandising). This is
the reason why there is not a strong difference between
fi and
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rm’s product/process characteristics, which are
ific and cannot be offered or managed on-line. R
bstacles for SMEs refer to digital content creation
anagement, such as in the case of product promo
roduct customisation or assistance support.

Those results are consistent with the sources of c
etitive advantage of the district firms, which are u
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easons for low investments in e-commercea

%

nsuitable to firm’s process/products 5.0
valuation of projects 23.1
ack of internal resources 9.5
riction with trade network 7.0
nsafe transactions 5.9
igh costs 2.5

a Multiple answers allowed.
rms that make finished products for the market
ompanies that work for other manufacturers in te
f e-commerce approach. More than 65% of the la
ompanies perceive e-commerce not adequate for
rganisations and competitive models, and the figu
uite high (more than 50%) also for the first categ
f SMEs.

SME’s ability to manage complex products a
anufacturing processes by exploiting the networ

ollaborative relationships inside the districts is on
he most important sources of competitive advan
f industrial districts. It allows SMEs to maintain

mportant role in the international market in spite
he greater efficiency of big corporations. Theref
MEs will not consider an investment in e-comme
olutions seriously until they are also able to sup
ollaboration, in addition to the transaction of stand
oods.
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Vendors of e-commerce applications offer solutions
developed for large firms to SMEs, by targeting their
commercial proposals to the investment capability of
small businesses. However, those applications were fo-
cused to the management of standard products sold
through an on-line catalogue and hence they are not
consistent with the business model of Italian SMEs just
outlined.

Such evidence does not exclude that SMEs will
adopt a positive path as regards technology. Rather,
it highlights the fact that district firms are involved in
a learning process in respect to applications available
on the market. In such perspective, the use of Websites
gives rise to some interesting and promising trends.

Small firms consider Websites as being an interac-
tive, communicative tool, which is able to sustain a
valuable information exchange with customers. Web-
sites are not only used to advertise the firm and its prod-
ucts, but also to manage information acquisition as well
as to get feedback from the market (seeTable 8).

Opposite to the enthusiastic promises ofnew econ-
omy related to Web-based electronic transaction, by
exploiting customisable electronic solutions (such as
on-line forms or reserved areas), SMEs have found
new attractive ways to enhance their contacts with other
firms inside as well as outside their established relation-
ship networks. The adoption of such solutions is aimed
at improving information management and allowing
external partners access to their internal processes. The
main advantages obtained from the Website are a higher
l ms
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As confirmed by our most recent survey (see Sec-
tion 3.4), such interest in the Website as an interactive
tool is confirmed by future investment trends, where the
Web will become a strong infrastructure in which cus-
tomised customer services and after-sales support will
be developed (seeTable 8). About 80% of the firms
affirm they will invest more resources on their Web-
sites, specifically in terms of content to be provided
on-line. Those trends stress how important Websites
are to SMEs as a strategic marketing tool and this trend
is certain to continue in the near future. Through high-
quality content offered on the Web, district firms will
be able to improve their presence on-line and hence to
improve customer relationships. Websites offer a better
understanding of the market, thanks to direct interac-
tion with customers. If we analyse district firm Web-
sites, many of them are well produced and include re-
served on-line areas aimed at facilitating electronic in-
teraction and communication dialogues especially with
sales firms and agents.

On line Web-based content management will be the
main priority for SMEs in the near future (i.e. defi-
nition of product cards, technical specifications, docu-
ments supporting sales). Website integration with inter-
nal processes is the second most important aim (38.0%
of the firms), but it has less impact on what can be prop-
erly considered as a knowledge management activity.

Contrary to large firms, as the Web becomes a com-
munication tool that goes beyond the local context of
interaction, SMEs perceive the need for a higher level of
o ex-
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evel of interaction with customers (50.0% of the fir
ith Websites), together with more feedback from
arket (29.4%). SMEs are also able to enlarge

ustomer portfolio (18.5%), while an increase in
rm’s turnover is a secondary outcome (11.5%).

able 8
resent and future functions of firms’ Websitesa

Present functions Future functio

irm description 98.2 14.8
roduct information 77.0 19.8
n-line catalogue 48.2 25.0

nformation acquisition
from customers

17.4 27.1

ustomer support 12.5 29.1
roduct test 3.8 6.2
irect sales 0.9 21.5

a Sample of 620 firms. Percentage on firms that have a We
nd on valid answers.
n-line strategic knowledge digitalisation. A clear
mple comes from a medium-sized company loc

n NorthEast Italy, world-wide leader in the produ
ion of injection moulding machines for the footwe
ndustry. Main customers of the company are mult
ionals that transferred their production in China
ar East in general. The machine, specifically tailo
n customer’s needs, has to be installed by a te
ian able to assemble different components as we
o solve technical problems on site. With the SA
pidemic the company was not able, without risks
ake its technicians travel to Far East. In this case
eb became a strategic communication tool as

latform to transfer a complex knowledge and a
ty like machine assembling. The effort of the co
any was to digitalise technicians’ knowledge thro
ultimedia technology. Based on an enthusiastic

icipation of technicians, the firm filmed the assemb
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process, recorded and synchronised technician’s voice
concerning the related process explanation, also by sup-
porting it with charts and technical product cards. At
the end, the digital multimedia content (a short movie)
was made available to Far East customers’ technicians
through the Web.

3.5. ICT and district firms: evolutionary trends
after the new economy

Opposite to large corporations, the empirical results
we discussed seem to show showing a different path in
ICT investments carried out by district firms. However,
recent data we obtained from the 2003 edition of the
annual TeDIS survey draw a new emerging scenario in
the use of electronic networks within Italian industrial
districts, rather different with respect to previous anal-
yses. The evidence presented below and focused on
district SME use and investments of ICT refer to the
same sample of firms (see Section3.1), which allow us
comparing firms’ ICT strategies over three years (from
2000 to 2003). Such results have also been analysed
with the support of qualitative methods (see Section3).
Our aim is first to develop a comparison to explain the
reasons of district firms’ innovation evolutionary trends
and second to find whether the observed processes can
be generalised among industries and organisational di-
mensions.

The sample of firms participating in both the TeDIS
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42.7% of the firms were located in industrial districts
related to the fashion industry, whereas 31.2% oper-
ated in the engineering industry and 26.0% in home
furnishings.

One of the most important evidence in the diffu-
sion of ICT in industrial districts in 2000 was a gap
between commodity, easy-to-use technologies such as
email, and project-based solutions, like ERP. Accord-
ing to recent trends of the 2003 survey, such gap is
reducing (seeTable 9).

Even if there is a general trend of growth of all the
technology solutions, the two most evident results are
related to the diffusion of ERP and groupware. ERP
grew from 21.2% to 34.8% and groupware from about
11% to 22.5%. Such increase is even more relevant
when observing industry rates of adoption: firms adopt-
ing an ERP system in home-furnishing are more than
39% (they were only 14.1% in 2000), while in the en-
gineering sector they are 48.5% against 32.1% of 2000.
In the case of groupware, 29.8% of companies in the
engineering sector has a workflow solution or a discus-
sion database, against 16.1% in 2000. Those figures
are still far from the average rate of adoption of big
companies. According to a recent TeDIS research, top
Italian companies show rates of ERP adoption near to
95% and over 70% in the case of groupware. However,
from those evidences we can argue that even smaller
firms perceive the need and the advantages of technolo-
gies able to increase internal efficiency (ERP) as well
as to support distributed processes (groupware).

ding
i ther
ditions of the survey is composed by 557 district fir
ith basically the same characteristics and rate of

ributions among industries of the 2000 survey. In f

able 9
CT in Italian districts: evolutionary trends (2000–2003)a

echnology Sample average (%) H

2000 2003 200

-mail 93.8 99.3 95.1
ebsite 72.8 91.1 77.5
orporate Banking 68.6 76.3 75.4
roadband 14.9 74.1 5.3

SDN 85.9 70.8 87.3
RP 21.2 34.8 14.1
roupware 10.9 22.5 8.5
DI 11.1 15.7 5.6
ideoconferencing 7.9 13.4 9.2
-commerce 1.1 10.9 0.7

a Percentage on valid answers.
rnishing Engineering Fashion

2003 2000 2003 2000 2

100.0 96.4 100.0 91.0 98.3
96.5 81.0 93.6 63.7 86.0
80.7 65.5 79.5 66.7 71.1
66.9 19.4 77.8 14.2 75.9
69.7 87.5 72.5 83.9 70.3
39.3 32.1 48.5 17.5 22.0
20.7 16.1 29.8 8.5 18.2
15.9 13.7 18.2 12.6 14.0
15.1 11.3 16.4 4.5 10.2
15.8 1.2 19.3 1.3 19.5

On the one hand, reasons could be that lea
ndustrial firms became points of reference for o
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firms within the local manufacturing systems, together
with international players (i.e. large customers, hold-
ing firms that acquired local firms), able to push SMEs
in adopting technology solutions to manage business
relationships. On the other hand, in recent years there
was a considerable evolution in the supply side of ICT
market, where price reduction, simplification of appli-
cations tailored for small organisations, and the prolif-
eration of IT vendors (multinational companies oper-
ating near local small providers) increase firms’ oppor-
tunities to access to ICT.

However, the process of simplification of ICT solu-
tions and tools (boundling) (also delivered according
to the ASP model) does not seem to have produced
remarkable results on more specific applications like
sales force automation, CRM, supply chain manage-
ment. The rates of adoption of such solutions are about
7% in 2003, against more than 60% of top Italian com-
panies.

This update of district firms in the domain of ICT
has been supported by an increase of budgets. While in
2000 15.7% of the firms invested more than 2% of their
turnover for ICT expenditure, such percentage grows to
21.6% in 2003. Such an increase is particularly evident
in firms specialised in home furnishing (15.2–21.8%)
as well as in the machinery, where firms investing less
than 1% of their turnover in ICT decreased from 52.6%
to 38.2%.

The analysis of the main investments in ICT con-
firmed our hypotheses of a remarkable role of the Web
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technology solutions such as ERP. In fact, from 2000 to
2003 the percentage of firms investing in such direction
grows from 39.8% to 55.2%. Generally speaking, near
the Web, Italian district SMEs are interested in invest-
ing both in the area of ICT-based integration with sales
networks (from 43.9% in 2000 to 53.0% in 2003) and
suppliers as well as in ERP solutions (from 14.4% in
2000 to 30.2% in 2003). The last percentage is relevant
no matter the dimension or the industry specialisation
of firms.

The data discussed stress a general firm’s techno-
logical upgrading within industrial districts. However,
our interest is to understand whether there is a specific
model of diffusion of ICT involving the whole district
systems or, in other words, the gap among industries
and different dimensions is reducing.

Regarding industries, our results support the idea of
a process of convergence. In the ERP case, companies
operating in the furniture industry have invested more
than the others, by reducing the gap with the engineer-
ing sector. This means that besides industry specificity
that might lead to a faster investment (mechanical com-
panies), firms perceive the need of a better management
of information and an enhancement of internal business
processes, independently from their industry speciali-
sation. Moreover, this is also due to the effort of ERP
vendors, who developed vertical solutions tailored on
specific industries.

Instead, a different scenario emerges if we consider
firms’ structure and competitiveness. A deeper data
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s an interactive tool (see Section3.3), able to sup
ort rich communication flows with firms’ sales cha
els, customers as well as suppliers. Specifically, fi
tressed to benefit from Websites in terms of new
estions concerning firms’ products (12.9% in 20
0.2% in 2003) coming from customers. The perc
ge of firms that also declared an increased numb
ustomers grew from 18.8% in 2000 to 33.1% in 20
hrough the Websites, firms benefited also in term

urnover growth as well as in an increased interac
ith customers.
District firms in both the years highlighted that co

ent management is the primary area of Internet inv
ent (83.2% in 2000, about 85% in 2003). Consiste
ith firms’ investments in ERP solutions, district fir
re also interested in the integration of the Web
“front office”) with internal processes (“back office
ow more efficiently managed through new comp
nalysis supported by direct interviews and busi
ases shows that there is a correlation between
etitive and strategic features of companies and

CT investment, with the emergence of an impor
ole of leading firms.

A first insight comes from the analysis of relatio
etween ICT adoption and firm dimension. On
ide, there is a positive correlation between turn
nd ICT quality of investment (seeTable 10). Compa
ies with a turnover over 26 millions euro have rate
RP and groupware adoption of 53.9% and 33.9%
pectively, against 23.9% and 15.4% of companies
turnover lower than 13 millions euro. Most importa

n three years, between 2000 and 2003, also sm
ompanies has invested in ICT. However, we can
erve a clear convergence only in the area of comm
ty technologies, but not in the case of project-ba
olutions, where the gap between smaller and bi
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Table 10
ICT in Italian districts: evolutionary trends (2000–2003)a

Technology <13 million euro 13–26 million euro >26 million euro

2000 2003 2000 2003 2000 2003

E-mail 90.1 99.3 97.7 98.7 100.0 100.0
Website 65.4 87.5 78.6 95.3 90.1 93.9
Corporate banking 65.2 71.9 71.8 82.6 77.8 81.7
Broadband 8.1 66.6 14.9 79.9 42.9 83.5
ISDN 82.7 72.0 89.3 67.8 95.1 71.3
ERP 13.4 23.9 27.5 40.9 40.7 53.9
Groupware 7.1 15.4 14.5 26.8 21.0 33.9
EDI 7.4 9.2 11.5 16.2 21.0 31.3
Videoconferencing 3.9 11.1 9.9 10.7 21.0 31.3
E-commerce 0.4 11.8 2.3 7.4 2.5 14.8

a Percentage on valid answers. There is no a complete match between the 2000 and 2003 samples in terms of firms based on turnover
classification.

Table 11
Leading firms within Italian districts (2003)a

<13 million euro 13–26 million euro >26 million euro % N

Leadership 30.6 32.6 36.8 100.0 144
Relevant position compared to competitors 55.4 28.9 15.7 100.0 305
Marginal position 62.2 24.4 13.3 100.0 45
Lack of information to answer 87.9 9.1 3.0 100.0 33

Total 51.0 28.2 20.8 100.0 527

a Percentage on valid answers. There is no a complete match between the 2000 and 2003 samples in terms of firms based on turnover
classification.

companies still persists, despite the upgrading of few
small companies.

The analysis becomes more interesting when we in-
sert a strategic variable such as the competitiveness of
the firm. More specifically, we asked the companies
to define their competitive positions (leader, relevant,
marginal position compared to competitors). Even if
this result is biased by a self-perception, we think it can
be used as a proxy of firm’s strategic behaviour. 27.3%
of companies perceive themselves as leader, 57.9% as
relevant in the market, 8.3% with a marginal position.7

There is a correlation between leadership and dimen-
sion. However, 30% of leader firms have a turnover
lower than 13 million euro (seeTable 11).

We observed a correlation between leadership and
ICT investment (seeTable 12). Leader firms have richer
technological equipment: in 2003, 46% has an ERP and
29% has a groupware system whereas relevant firms

7 The others (up to 100%) do not know how to position them-
selves.

have 30% and 20% respectively and marginal firms
only 11% and 4%. Moreover, in the three years they
have invested more in complex technologies than the
others. More specifically, ERP adoption growth from
31.9% to 45.9% (+14 points) in leader firms and from
19.4% to 29.9% (+10.5%) in firms with relevant role in
their competitive arena. In short, being a leading firm
is a driver for ICT investment.

We are well aware that further research has to be
done in this direction. However, those data, also sup-
ported by direct interviews, highlight that the driver
of ICT investment is the need to defend a competitive
position in the market. In those cases, the adoption of
more complex technological solutions such as ERP or
groupware is the way to improve firm’s organisational
structure through a managerial approach to processes
(formalisation). This is confirmed by positive results of
many dynamic district firms such as Geox, in the Mon-
tebelluna District. Such firm, world-wide known for its
product, the “shoe that breaths”, has been able to obtain
an extraordinary growth in the last few years also by
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Table 12
ICT investments and leadership: evolutionary trends (2000–2003)a

ERP EDI Groupware

2000 2003 2000 2003 2000 2003 N

<13 million euro Leadership 20.5 44.2 13.6 11.6 9.1 20.9 43
Relevant position compared to competitors 12.8 21.4 9.8 6.5 6.1 14.9 168
Marginal position 15.4 7.1 3.8 0.0 0.0 0.0 28

13–26 million euro Leadership 26.1 42.6 17.4 19.1 21.7 36.2 47
Relevant position compared to competitors 29.1 36.0 3.5 10.5 7.0 19.8 86
Marginal position 9.1 9.1 9.1 0.0 9.1 18.2 11

>26 million euro Leadership 49.0 50.0 19.6 20.4 21.6 31.5 54
Relevant position compared to competitors 27.3 52.1 25.0 37.5 29.5 35.4 48
Marginal position 16.7 33.3 0.0 33.3 0.0 0.0 6

a Percentage on valid answers. There is no a complete match between the 2000 and 2003 samples in terms of firms based on turnover
classification.

investing in electronic networks to manage distribute
manufacturing, commercial and logistics processes
efficiently. Through ICT Geox can maintain its strate-
gic unit in the local system and then control innovation
and design processes, by coupling the benefit of district
embeddedness (in terms of knowledge and competen-
cies available) and a world-wide network of retailers
and manufacturing sites.

4. Network technologies and local networks of
SMEs: the role of leading firms and institutions

The paths chosen by SMEs in the adoption of infor-
mation and communication technologies are different
from those foreseen by scholars, and which charac-
terised large companies. Our survey of Italian industrial
districts has given a useful insight into the actual use
of network technologies and ICT applications within
SME networks that are embedded in local contexts,
both in terms of organisation process and firm business
relationship management.

ICT are transforming industrial districts, but the sce-
nario that is emerging is quite different from what we
could expect at the beginning of the new economy.
The transformation foreseen within the new economy
model was based on the idea of discontinuity, where
breakthrough technologies will transform the tradi-
tional business models towards new ones. The new
business model was characterised by a central role of
t rele-
v .

In industrial districts, we observe a completely dif-
ferent process.

First of all, in all districts and industries there is evi-
dence of a remarkablesplit in the paths of ICT diffusion
between complex and simple technological solutions.
On the one hand, a group of technologies had reached
a level of diffusion of over 80% (e-mail, Websites, cor-
porate banking), while on the other hand, other tech-
nologies had been adopted on a low scale (groupware,
ERP, EDI), especially when compared with big corpo-
rations.

SMEs chose an incremental investment model,
transferring in the ICT domain the typical innovation
process of industrial district companies, which pre-
fer step-by-step innovations instead of radical innova-
tive processes. Moreover, they prefercommodity tech-
nologies: e-mail, Websites features areconsistentwith
district characteristics, where informal communication
and easy interaction are an important basis for firm pro-
cesses and for their competitive advantage.

At first glance, if we take for granted that it is ad-
vantageous for firms to manage transactions electron-
ically, this diffusion model could be interpreted as a
weakness for industrial districts. In fact, with respect
to the district models, it has been stressed that the rise
of electronic networks and initiatives related to elec-
tronic marketplaces should create considerable oppor-
tunities for SMEs to reduce their transaction costs and
to achieve new competitiveness.

However, a more in-depth analysis reveals that this
a y di-
r -
he transaction and its efficiency, supported by a
ant investment in ICT within a clear strategic plan
pparent weakness could be the result of a strateg
ected atselectingtechnologies that aremost appro
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priate to the specific business and relational model
of SMEs, and in his way enhance the source of
competitiveness that is specific to Italian local sys-
tems. Thanks to the district model, SMEs are usually
able to build and renew their competitive advantages
in a continuous innovation process involving manufac-
turing processes that require collaboration and knowl-
edge sharing among players. From this perspective, the
most suitable technologies are those that allow rela-
tions and communications within the value chain to
be reinforced from a knowledge management perspec-
tive. The goal of SMEs is not to structure relations, but
to innovate interaction with the market through flexi-
ble communication tools such as e-mail and Websites.
Within this framework, while e-commerce is almost
ignored, small businesses are showing a growing inter-
est in the more innovative but complex solutions that
require clear strategies and projects, as in the case of
ERP, groupware or EDI.

However, this interest is not equally diffused in the
district, but seems to be polarised in the most innovative
and dynamic part of the local system represented by
leader firms.

The role of leading firms in the innovation processes
of industrial districts has already been underlined in
literature (e.g.Corò and Grandinetti, 1999; Lorenzoni
and Lipparini, 1999). Even in the case of ICT invest-
ments, their roles appear to be driven by strategic de-
cisions, where electronic networks sustain firm’s com-
petitiveness and will support it in the coming future.
P op-
t ed
a at is
c rict
m an-
a they
a er-
c ot
a firms
a lue
n , by
s the
m

new
t gies,
a ing
I al-
t high-

lights the fallacy of the new economy forecast, in terms
of transaction-based ICT use especially in business-to-
business connections. On the other hand, it shows the
low impacts of institutional projects aimed at diffusing
ICT in local system through collective projects.

During the last three years, many projects were
developed in Italy with the objective to “digitalise”
industrial districts. Near technology vendors, a large
number of institutional organisations at the local and
national level, such as local agencies for district de-
velopment or small business associations, promoted
marketplace projects aimed at creating on-line district
portals where SMEs can carry out transactions in their
sectors or obtain technological services. Although the
promoters of such electronic markets or portals were
well-established local institutions or important national
players, district firms did not perceive the benefits of
participating in those marketplaces or use ASP ser-
vices, due to the reasons proposed in this paper. In fact,
many marketplaces are not anymore in the market and
other public projects failed.

Our survey provides also further evidence of this
negative approach to such projects. According to our
data, SMEs do not perceive local institutions as par-
ticularly important in the decision process concerning
ICT investment. The two more relevant players who
influence or promote ICT adoption within the firm are
first the IT manager (71.2% of the firms) and second
the entrepreneur, while only 2.7% of the firms consider
also local institutions, service centres, public agency,
e

pol-
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e
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e as-
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o ent
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t uilt
n rsus
l s-
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a trial
articularly, they are designing paths of ICT ad
ion consistently with new competitive strategies aim
t overcoming the global competitive pressure th
hallenging the sustainability of the industrial dist
odel. Electronic networks are not tools used to m
ge spot transactions on line, but more broadly
re exploited within international supply and comm
ial networks, ruled by district firms. Even if it is n
general trend, as we discussed before, leading

re well aware of the benefits in mapping their va
etworks of relationships with electronic networks
electing and improving the technology solutions
ost consistent with their business models.
The emergence of leading firms, able to use

echnologies to sustain innovative market strate
gainst traditional SMEs that are still not recognis

CT as strategic investment completely stress two
ernative issues. On the one hand, this scenario
tc.
This scenario opens many issues in terms of

cy implications concerning innovation and econo
rocesses related to industrial districts in the dig
conomy.

. Policy implications and final remarks

With respect to the negative consequences thos
umptions could have on the future of the Italian ec
my, our results allow us to draw a completely differ
cenario regarding the evolution of the district mod
he digital economy. If competitive advantage is b
ot on the sectors firms belong to (high-tech ve

ow-tech), but on firm flexibility and innovation, indu
rial districts can create the opportunities to com
nd evolve. In fact, one of the strengths of indus
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districts is that they are powerful systems that create
and manage tacit or explicit knowledge by exploiting
physical proximity in terms of informal relationships
among players, overlapping between economic and so-
cial relations and mutual trust.

As mentioned in the previous sections, while firms
have been able to exploit knowledge processes based
on their experience embedded in the local context,
in the global economy district firms should evolve
and learn how to take advantage of other sources of
knowledge (scientific, technological or communicative
knowledge). If tacit knowledge is useful locally but it is
difficult to exploit outside the district border, codified
knowledge as well as knowledge embodied into digital
objects (such as online video) can find multiple uses
and replication on a global scale with the primary sup-
port of network technologies. In this context, electronic
networks offer new opportunities but also increase un-
certainty through the redesign of value chains.

A first relevant issue for policy is related to the cod-
ification process. Evidence from the survey revealed
that SMEs preferred technologies able to sustain their
communication processes and interaction with their
business networks. However, firms still faced prob-
lems concerning the content to be published and shared
on-line. The diffusion of ICT within districts does not
only involve access to infrastructures, but it refers es-
pecially to the codification of manufacturing languages
and technical standards, i.e. product cards and cata-
logues, communicative and logistic standards. Many
s s and
s tion,
a 9;
L e-
a n the
d new
f ain
a tors.
H nal-
y dge
m ose
t (on
l text
i

cal
l dis-
t ies
s d the

experience of SMEs (Pine and Gilmore, 1999) towards
new initiatives, which should involve the whole dis-
trict permanently. From this perspective, projects con-
cerning district portals have to redesign the traditional
on-line platform for electronic commerce and provide
innovative infrastructures where firms can share their
experience on an interactive basis. Electronic networks
do not only facilitate communication among people far
apart, but their strength relies on the opportunity to ag-
gregate individuals (firms) on-line by exploiting shared
interests or experience (Hagel and Armstrong, 1997;
Jones, 1995). District portals could play the role of
“cultural intermediary”, that is they could provide new
value by developing on-line professional communities,
by providing information or stimulating interactive dis-
cussions on the quality of products, on the variety of
product uses, on technological innovation, and so on
(Micelli, 2000).

In short, policies aimed at supporting the match be-
tween the economic model of the industrial district and
network technologies have to face a governance prob-
lem concerning the development of languages that the
single small firm does not consider it worthy to produce
(collective goods). At the same time, the institutional
complexity and richness of the district context seems to
reduce opportunities for a public management of such
issues. The intangible infrastructures (language, stan-
dards) upon which technological services are based will
probably be the output of co-operative efforts of many
local players, i.e. small business associations, schools,
r

f de-
v uld
r n
i ess
i are
t

ht
t to
a sts,
b ases
w in-
t road
p ricts
a T
o ties
m In-
s nic
tudies have stressed the social nature of language
tandards, where such factors, as well as codifica
rise from shared processes (Bowker and Star, 199
atour, 1987). In the same way, facilitating the cr
tion of common standards and languages betwee
istrict firms and external players means defining a

ramework for policy, which is able to build and sust
shared process in the development of such fac
owever, as shown by the experience of firms a
sed, interesting opportunities in terms of knowle
anagement may lie in multimedia solutions. Th

ools could support a digitalisation of knowledge
ine content) without loosing the richness of the con
n which such knowledge is embedded.

A second important domain for policies at the lo
evel arises. Due to the strong local nature of many
rict goods, typically made in Italy productions, polic
hould stress the value of those historical roots an
esearch institutions, district firms.
With respect to a completely planned process o

elopment, ICT investments within the district co
ise as anemerging process, where policy may play a
mportant role in the governance of the whole proc
tself, but where firms – specifically leading ones –
he drivers of innovation.

Industrial district ICT adoption strategies highlig
hat firms could refer to electronic networks not
chieve benefits in terms of lower transaction co
ut to sustain their competitive models, in those c
here technological solutions are coherent with

eraction and communication processes. In a b
erspective, there is evidence that industrial dist
re finding it difficult to explain the impact of IC
n firms and the organisation of economic activi
ainly from the point of view of transaction costs.

tead, the district model highlights the role of electro
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networks in supporting dialogue and interaction among
firms, where the advantages for firms primarily refer to
opportunities in sustaining manufacturing processes
and innovation on the basis of business networks as
distributed knowledge systems (Kogut, 2000).

As for future studies, this will be a challenging area
of research where the evolution of local trends in ICT
could be analysed through case studies, that are capa-
ble of describing in detail the opportunities and threats
involved in the use of technological solutions by local
SME networks. Moreover, future studies on the trans-
formation of technology supply could describe trends
concerning the demand for ICT in order to show that
the paths of evolution are leading towards solutions
that are tailored to firm size and that are not focused on
transaction but on knowledge management.
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