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Background: Innovation and Competitiveness

The Community Innovation Survey: Regional
Dimensions

Abserptive Capacity, Cooperation and
Innevatien

Simultanecus modell of cooperation and
INABVatIen

Eiifms? Alserpiive Capacity, determines
COOpPEration

Coeperation (and alkserptiVver Capacity)
determinennneyvation

Eulifther Analy/sis




Theory: Innovation and
competitiveness

¢ Innovation and Competitiveness

Evidence of a link between innovation and competitiveness (income
per capita, productivity)

Raises the issue of what determines innevation?

Linear Model

Not sor much wreng as incomplete R&Drmatters but so dees the
firm’'s internal andrexternal envirenment

Management iterature

Impertance eiffiifms internal capabilities; human capital and
leaming

Systems off Inneyvation

FecUSES on) relationshipsihetween husInesses and ether:
organisations erg. Universities; publiciand privaie Sector research
INSUILULES NI the CoNtEXt: o a1l ECONOMIC SYSIE

Regional Dimensions |
Unweighted Data

Note that with weighted data there are significant differences
across regions for all variables at the 1% level.
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Regional Dimensions Il
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Cooperation, Innevation and
Absorptive Capacity

Simple bi-variate analysis ofi innovation & cooperation provides
support for the view that cooperation is associated with successful
Innovation

Firms that cooperate over innevation activities with other firms
and organizations are more! likely to innovate

But this raises the guestion of what determines cooperation for:
Innevation?

Researchi onl organizational learning) and innevatien has used the
concept of absorptiver capacity, — the extent te Which firms are
able to) utilize knewledge generated externally,

The geogiraphy ol innevation literatufer suggests, that this ias, a:
strongl regienall dimension) as, the  tiansier Gff complex: taciit
knewledge reguires proximity/ and repeated interacton




Multivariate Analysis

Systems approach allows for the combined impact of
external factors and internal factors

Firms operate within a system) of innovation that includes
firms’ relationship with other firms and erganisations such
as universities

The degree of cooperation with other firms and
organizations; is; ene factor that determines the extent to
whichr knewledgeris transierred within' a natienall or region

Kinewledge transier isinot straightionwvand: firms must hiave
certain internall capabilities or ‘albsorptive capacity’ Before
they can uitilise 1deas; and knewledge e external SoUrces

A simultaneous model

We model innovation as dependent on firms internal resources
and the extent ofi ‘tacit knowledge’ transferred by
cooperation which we use as a proxy. for abserptive
capacity/

Hence we use the follewing| simultaneous moedel:

Innovation = f(R&D, human capital, absorptive capacity
(cooperation), managerial capability/strategy/, size: of
enterprise, technoelogical eppoertunity, InVestment)

whiere absorptive capacity IS proxied by cooperation and is
estimated asian endogenous; explanatory variable:

copperation =i (R&D;, human) capital;, managesnial
capability/strategys expendituresonrtiraining)




Absorptive capacity

¢ The positive association between cooperation and
innovation raises the guestion of why the number
off collaborative agreements Is se lew and what
might be done to increase them?

& Absorptive capacity: of firms, and regions

¢ Eiims need absorpuver capacity, o) Cooperate:
JeIRt effiects between| copperation and innevaton
— WOl stage! least sguares estimation
— Determminants oif ceppEeration (alsseptivercapaciity)
— Determinants efinnevation

Firms’ Absorptive Capacity
Dependent variable: cooperation
Explanatory variables Regression Coefficient

Size of Firm 2o
Sector *H
Scientists & Engineers;as % of workforce Fekeds
Other Graduates as % off workierce ks
Advanced management technigues

Internal R&D

Expenditurer on training




Regional Results

¢ The cooperation/absoerptive capacity equation has
been estimated using:
— CIS3 and CIS4
— The whoele sample combined
— The 12 Government Office Regions

\We found thats:

¢ Che resultsiebtained are fairy, stable ever the two
CIS time: periods; (samples) 1998-2000), 2002-
240)0)25

¢ there are signiiicant diffEreRCES across) Fegiension
the coeliicient size andisignificance of the
Varehles

Innovation and Co-operation
(Simultaneous model)

Dependent variable: Share ofi Turnover from New and
Significantly Improved Products, Cooperation Instrumented

Explanatory variables Std Beta Coefficient

Co-operation with universities ek

Size of enterprise ks

Sector S
Scientists) & Engineers as % ofi workforce 2

Other graduates; asi % of workiforce ek
Expenditure on training not significant
Intermal R&D %%

Extiras muial RED Rk

Changes to Organisational Structure S




Further Analysis

# Different Estimation technigues and
further testing

o Sub-regional analysis

s GriowthrAccountng Viedel




