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Abstract

The services sector is the most importa@ttor in Spain and Europe today. Furthermores thée
sector that has experienced the fastest growtbdant years. However, the attention it has received
has not been commensurate with its size and ral@emational commerce. Consequently, the aim of
this paper is to further the study of internatigsstion among service firms, particularly knowledge
intensive ones. Specifically, in it we analyse timpact of cooperation and innovation capacity on
internationalisation using the Spanish Technolddimaovation Panel data for the period 2003-2005.

This paper finds a positive relationship betweeapewsation, innovation and internationalisation of
knowledge-intensive business services.
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INTRODUCTION

Nowadays, services firms are internationalising ereand faster—than ever before. (Miozzo and

Miles, 2003; Contractor et al., 2003; Javalgi anartih, 2007). In recent years, this phenomenon has
unleashed an increase in the number of studiesnternationalisation in the services sectors

(Toivonen, 2004; Hitt et al., 2006; Brock et aD0B; among others). The importance of servicessfirm

in international trade makes it necessary to takmoeae in-depth looknto the internationalisation

process they have undergone.

The literature on manufacturing firms finds evidenbat technology and innovation are factors that
help to ease the entry into international mark8asile 2001; Dhanaraj and Beamish, 2003). This
leads us to look at the potential of innovationaasignificant factor in the internationalisation of
services firms. These two phenomena -internatisatin and innovation- have rarely been analysed
together within the scope of the services sect@ndd it's necessario carry out further studies

examining this relationship.

On the other hand, cooperation is also becomingin@neasingly frequent occurrence in an
international and technology context, so we cargnbre it when analysing internationalisation
decisions. Establishing, developing and maintairiogperation may help firms to internationalise
their operations and build their innovation capadiecause it affords access to the resources,
technologies, information and knowledge of theirrtpers. Thus, in our attempt to study
internationalisation in the services sector, wdebel it is pertinent to analyse the implications of
cooperation. Specifically, we look at the possiipituence of cooperation on internationalisation in

two ways: one directly, the other, indirectly, thgh its impact on innovation.

Within the services sector, we are especially esimd in knowledge-intensive business services
(hereinafter, KIBS). In European countries, it $imated that these services account for, on agerag
15 per cent of sales of business services. Thesalso firms that play a vital role as knowledge
providers (Miles, 2005). KIBS can be defined amfirin which most of the work carried out is of an

intellectual nature and whose main asset is highiglified human capital. Examples of disciplines



considered knowledge-intensive are: software, legalices, auditing, consultancy, advertising,
engineering, and computer & IT consultancy. NowadaglBS are especially important as lead
players in internationalisation processes, actingfegilitators, carriers and sources of innovation
(Miles et al., 1995; Den Hertog and Bilderbeek, Z;9Ben Hertog, 2000). They therefore play a
growing role in the corporate arena, a role thagiisforced when they establish strategic relatigrs
with other market agents. This has prompted ownttn and compels us to deepen our study, as
other researchers have done recently (Den Hert6g0;2Miles, 2001; Kam and Singh, 2004;
Prashantham and Berry, 2004; Toivonen, 2004; MROE5; Tsai et al., 2005; Freel, 2006; Todling et

al., 2006; Ojanen et al., 2007, among others).

The main aim of this paper is to analyse the inapilans of innovation andlirectly and indirectly, of

cooperation on the internationalisation of KIBSnfa. Specifically, on the one hand, we look at
whether there is any relationship between innowadind internationalisation of services firms. More
specifically, at whether capacity for innovationncde considered a driving force behind
internationalisation through its impact on the @nogity of KIBS to internationalise. We also look at
whether cooperation has any influence on the iat@rnal growth of these firms or on their capacity

for innovation.

The structure of this paper is as follows: firsg meview the existing literature on internatioreatiisn,
innovation and cooperation, and set up our hypethdsext, we describe our empirical analysis of the

data. Lastly, we state our conclusions, limitatiand future lines of research.

THEORY AND HYPOTHESES

Internationalisation strategies of services firms

In order to analyse the internationalisation of BJBone must first understand the idiosyncrasies of
these services. Traditionally, when studying indionalisation of services, these are defined agybe

different from goods (Contractor et al., 2003). Beevices share certain characteristics—intangbili



inseparability, heterogeneity, ownership, perislighband intensity of relationship between producer
and consumer (Cowell, 1986; Clark and Rajaratn889;1Haukness, 2001; Bowen and Ford, 2001,
Javalgi and Martin, 2007)—that make them differ&aim goods. This leads to a discussion of
whether internationalisation theories, which foe timost part had been developed with regard to
manufacturing concerns, are directly applicablestwvices firms (Johanson and Valhne, 1990;
O’Farrell et al., 1998; Knight, 1999, among othefE)e issue appears to have been resolved since
most internationalisation theories have successhden applied directly to services (Boddewyn gt al
1986; Katrishen and Scordis, 1998; Axinn and Madbys, 2001; Javalgi et al., 2003, among others).
The eclectic paradigm (Dunning, 1989; Enderwick8q;XKatrishen and Scordis, 1998; Javalgi et al.,
2003), sequential models (Hellman, 1994), netwdikoties (Coviello and Martin, 1999) and
resources and capacities theory (Fahy, 1996) hdbepravided a useful framework for
internationalisation of services. Nevertheless, es@authors believe it is necessary to go beyond this
extending the current research and adapting itinvttie context of services firms (Javalgi and Marti

2007; Reihlen and Apel, 2007).

Nevertheless, different types of services have lidemtified within the services sector (see Clankl a
Rajaratnam, 1999; Samiee, 1999). The typology définy Erramilli and R&0(1990) is the one most
often used in services internationalisation stu¢i#eledo and Sivakumar, 1998; Jones and Coviello,
2005; Blomstermo et al.,, 2006). This typology, whis based on the separability of services,
categorises services as either soft or hard. ®ofices are characterised by their inseparabiligy,

by the extreme difficulty or even impossibility séparating their production from their consumption.
Examples of these services include restaurantshaatth services. On the other hand, hard services
are those characterised by their separability—thee ewith which their production and their
consumption is separated—, their intangibility,ithebility to be inventoried or accumulated, their

homogeneity, and their dependence on a physicatblyj order to be stored and exported.

2 It is the most versatile since other servicessif@stions offered in the literature (see Pattarsad Cicic,
1995, Clark et al., 1996 or Lovelock and Yip, 1986 eventually be categorized into one of the tiypes set
out in the typology: hard/soft services.



This classification has significant implications fmodes of entry into foreign markets. In the past,
some authors (Carman and Langeard, 1980; Root,) 1#8#%& stated that exports are not a viable
option for internationalising service firms. Thisnclusion is valid for soft services that, true egio,
cannot be exported since exporting requires thereeta separation between the producer and the
consumer. In contrast, that is not the case withdioffering hard services, among which exportig i

more frequent (Erramilli and Rao, 1990), contradigthe existing literature.

KIBS can be identified as hard services. Therefoug,research is based on firms selling exportable
services. This increases KIBS’ opportunities fdeinationalisation. Although it also requires thiem

be competitive in the destination country from tiest country, which means that the firms must
possess distinctive resources in order to competih international markets. Among the resources
that might be relevant to their international exgan, we highlight, first, the development of
innovation, and second, collaborative relationshigsveen firms that provide them with resources to

which they would not otherwise have access.

Innovation in services

As with internationalisation, the idiosyncrasiedlo# services sector has led many to question wheth
innovation by services firms is any different is fundamental features and elements from innovation
by manufacturing firms (Evangelista, 2000, Prei88D0; Drejer, 2004, among others). In this regard,
as the study of innovations in services has evglgederal approaches have emerged to define and
study innovation in the services sector (Coombs Biilds, 2000): assimilation, demarcation and

synthesis.

The first stage was the “assimilation approachtoading to which innovation in services is similar

innovation in the manufacturing sector. Conseqyeittivas thought that it could be studied using th
methods and concepts already set out in the taditiliterature on innovation (Barras, 1986, 1990;
Gallouj, 1998; Miozzo and Soete, 2001; Gallouj, 20@mong others). This was followed by the

“demarcation (or differentiation) approach”, acdogdto which innovation in services is different



from innovation in goods given that it has diffardaonctions and features, the study of which
demands new theories and instruments (Gadrey, di985; Sundbo, 1997; Sundbo and Gallouj, 1998;
Coombs and Miles, 2000; Van der Aa and Elfring, 200rhis has given rise to the “synthesis
approach” in recent years, based on the existenelerments of innovation that have been ignored and
which are now considered relevant to any sectoof@s and Miles, 2000; Miles, 2001; Sundbo,
2001; Drejer, 2004). This approach aims to prodadbeory that is relevant to both services and
manufacturing (De Vries, 2006) based on the genddab of convergence, the growing
interdependence between manufacturing and ser@@asmbs and Miles, 2000; Miozzo and Soete,
2001) and the idea that many physical productsateasold contain certain services, and that sesvic

are sold in combination with physical products (8hok, 1987; Gadrey et al., 1995; Sundbo, 2001).

While thus engaged, the literature of recent yéms tended to examine possible similarities and
differences between product and services innovatiattempting to discern what proportion of the
knowledge developed in manufacturing innovationapplicable to services and to detect where
services really differ (Gadrey et al., 1995; Jolanel Storey, 1998; Tidd and Hull, 2003; Hipp and
Grupp, 2005; Nijssen et al., 2006, among othergyeHit can be considered that factors needed for
innovation in new products are the same as thogeiresl to develop new services, and that any
difference between the two lies in the importance¢he relative weighting of the factors (Nijssen et
al., 2006). Nevertheless, a recurrent topic inliteeature is that developing services is differgnm
developing (tangible) products. From the point doéw of both producer and buyer, there are
undoubtedly differences that can be described imgeof the intangibility, heterogeneity and
simultaneity of the services (Johne and Storey,819%hus, for instance, the close relationship
between production and consumption in the servimetor makes it more difficult to distinguish
between product and process innovation than inntaaufacturing sector (Gallouj and Weinstein,

1997; Evangelista and Savona, 1998).

The main differences between the innovations aadnimovation processes in services firms and those
in manufacturing concerns lie essentially in thereased importance of the human factor, the

organisation of the innovation process, the gredifficulty in protecting innovations, the types of



innovation, the speed of innovation and its intégrawith customers (Coombs and Miles, 2000; Hipp

and Grupp, 2005).

The human factorKnowledge and human capital are fundamental ressuio services firms.
Consequently, investment in human resources playsspecially important role in innovation by
those firms (Miles, 2001) and it is believed thdaek of qualified personnel may constitute a legirri

to innovation (Sirilli and Evangelista, 1998).

Organisation of the innovation procesklany innovations in services sectors use techncébgi
developments—e.g., ICT—as a medium through whiclcrzate new services and processes or
improve existing ones rather than to offer purénietogical progress (Hipp and Grupp, 2005). The
innovation process in services firms is one of felkaand learn”. Innovation occurs on the basis of
new ideas and combinations of existing servicesghavidead hocsolutions to problems rather than
on the basis of scientific results (Sundbo, 199fpanisation of the innovation process encompasses
not only the customary R&D departments of manufdtuconcerns—which services firms rarely
have (Sundbo, 1997; Toivonen, 2004)—but also a mundd functional units that are of equal
importance within the firms, e.g. sales or marlgetihis is reflected in the lesser R&D effort that

services firms claim to engage in compared to nmastufing firms (Hipp and Grupp, 2005).

Difficulty in protecting innovationg=rom the moment that services are defined as ppesdabat do
not possess physical aspects, they are liable tadukfied more easily than are physical products or
processes (Johne and Storey, 1998) and, simithdy,can be copied more easily by their competitors
(Atuahene-Gima, 1996; Johne and Storey, 1998; temed Easingwood, 1998). Thus, the
intangibility of services makes it more difficuld fprotect the innovations, which could reduce the

incentive to carry out innovation activities in thervices sectors (Hipp and Grupp, 2005).

The types and speed of innovatiborcremental innovations (those that are new tdfitihe but not to
the market) are predominant among services firnigp(ldnd Grupp, 2005). The innovation process is
very rapid due mainly to its incremental nature émdhe fact that it is often the result of imitati

within or between sectors (Djellal and Gallouj, 2R0The ease with which innovations in services can



be copied leads to the conclusion that it is nesgst® develop innovation processes continuously

(Sundbo, 1997).

Customer integrationlnteraction with customers is a distinctive elemehtservices and, in some
services, a fundamental aspect. Hence, servicadamsvmust develop not only the service itself, but
also the precise manner in which it is deliveredustomers (Johne and Storey, 1998). As a result of
the interaction between service providers and thestomers, some innovation activities are aimed at

adapting the services to the users’ needs, whightnm itself be considered a form of innovation.

In summary, we can conclude that innovation andvative processes by services firms show certain
idiosyncrasies vis-a-vis those of manufacturingnfir Factors such as human capital or customer
interaction acquire greater prominence while tradél investment in R&D has a diminished role.
Overall, innovations tend to be incremental andottus on client needs, and it is more difficult to

protect them.

The impact of innovation on internationalisation

The relationship between innovation and internatiisation has been studied mainly in
manufacturing concerns (Basile, 2001; Fors and &am 2002; Jeong, 2003; Dhanaraj and Beamish,
2003; Castellani and Zanfei, 2007; Tomiura, 200ifa ¥nd Kuster, 2007; Wang et al., 2008). In this
context, the possible influence of innovation otefinationalisation has been analysed. The departure
point is the capacity for innovation conceived asel@vant competitive dimension to explain and
understand the internationalisation decision. Resufl previous studies show that innovation is an
important factor that helps to explain the hetengity of company exports (Boter and Holmquist,
1996; Wakelin, 1998; Basile, 2001; Basile et ab02 Dhanaraj and Beamish, 2003; Knight and

Cavusgil, 2004; Hollestein, 2005; Tomiura, 2007 pamothers).

However, this prolific analysis of the impact ohovation on internationalisation has not been edrri
out for services firms (Miozzo and Miles, 2003)darertainly not for KIBS. Among the few studies

that deal jointly with innovation in and internatadisation of services (Blind and Jungmittag, 2004;



Frenz et al., 2005; Luo et al., 2005), we woulchhght the findings of Luo et al. (2005), which eal
the existence of a positive relationship betweesedpof entry into foreign markets and innovative

capacity among electronic commerce firms.

Specifically, in order to be successful in theteatpts to enter international markets, KIBS must be

able to develop their services and interact witst@mers abroad. To do so, they must be able ta adap
their services and the manner in which they delilkem to the new contingencies, something that will

depend, to a large extent, on their capacity foowation. Consequently, we consider the development
of innovative capacity an important competitivetéacin the internationalisation strategy of KIBS.

This relationship is expressed in the following biyesis:

Hypothesis 1: The development of innovation sesvibas a positive impact on the

internationalisation of knowledge-intensive busiservices.

Cooperation

In recent years, collaboration between the distgents involved in commercial transactions (cent
suppliers, competitors, etc.) has played a prontimele in corporate development (Gulati, 1998;

Gulati et al, 2000; Oviatt and McDougall, 2005, aigothers).

Cooperation and internationalisation

Cooperation affords firms access to resources attats. Collaboration between firms allows them
to reach their strategic objectives, sharing risét externalising activities in their value chainu(&i

et al., 2000). In an international context, it aiothem to develop capabilities that are relevanheéir
operations in foreign markets (Mort and Weerawaade&®06; Elango and Pattnaik, 2007). Hence,
collaboration offers partners a better knowledgthefinternational markets, reducing some of tble ri
inherent in internationalisation processes (Ch&®@3; Elango and Pattnaik, 2007). This capacity to
become acquainted with the characteristics of atbantries and the business opportunities they offe

affects the propensity and speed of internatioatitia, thus making it easier for new ventures to



internationalise (Coviello and Munro, 1995; Madsemd Servais, 1997; Chetty and Holm, 2000;
Chetty, 2003; Oviatt and McDougall, 2005). The irctpaf cooperation on international sales growth
has been documented for manufacturing firms bottleimeloped countries (see Welch et al., 1998)

and in emerging markets (Elango and Patnaik, 2007).

In the context of services, collaborative relatlips are considered bridges to foreign markets, and
they offer service firms the opportunity and motioa to internationalise (Korhonen et al., 1996;
O’Farrell and Wood, 1998; Boojihawon, 2007). In taese of KIBS, one should also take into account
that the environments in which they operate areactarised by rapid technological change, growing
research costs and increasingly short product Gfeles (Prashantham and Berry, 2004).
Consequently, we assume that they carry out tloéivity in a context of greater competitive integsi
and uncertainty than do manufacturing concerns (dMugton, 2001). This accentuates the need for

and the impact of cooperation (Coviello and Muri@97).

In conclusion, collaboration can become a powertuhpetitive tool for KIBS by allowing them to
share resources and experiences that ease thsirimiot foreign markets. This leads us to posit the

following hypothesis:

Hypothesis 2: Cooperation has a positive impacthaninternational presence of knowledge-

intensive business services.

Cooperation and innovation

Cooperation can be seen as an important tool to @eiess to knowledge, distribution channels or
resources for innovation (Tédling et al., 2006)eTiterature shows that collaboration between firms
has the potential to facilitate knowledge exchaageé acquisition among them (Powell et al., 1996;

Inkpen and Tsang, 2005).

Specifically, technological collaboration with slipps and clients is considered a positive factor i
achieving innovation (Whitley, 2002; Nieto and Sanéria, 2007). Here, the literature indicates @hat
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close relationship with suppliers and customerstiutes a significant source of innovation fonfg

(Von Hippel, 1985, 1988). Thus, for instance, ie thanufacturing sector, firms maintain external
networks and customer relationships that are ofreoos importance to their innovation activities
(see, for example, Von Hippel, 1988). In the sasicsector, these will tend to be even more
important, given that customer participation anldtiens are even closer and more significant (de

Brentani, 1989).

Several studies show that certain types of coojpardtave a positive effect on the probability of
innovation and on the novelty of the innovationsaaied (Miotti and Sachwald, 2003; Belderbos et
al., 2004; Nieto and Santamaria, 2007). We caretber state that business collaboration is importan
in the achievement of innovation and in its succgister and Gemuinden, 2003). In particular,
cooperation can be considered especially necessaigchnology- or knowledge-intensive sectors
because collaboration reduces uncertainty, affoatsess to resources and complementary
technologies, and with it, accelerates the innovapirocess (De Bresson and Amesse, 1991; Fritsch,
2003; Fritsch and Franke, 2004). Based on the abowsiderations, we can derive a possible positive

relationship between cooperation of KIBS and theiovative capacity, as stated in hypothesis 3:

Hypothesis 3: Cooperation has a positive impacthtencapacity for innovation of knowledge-

intensive business services.

The following illustration summarises the relatibips that are represented by the working

hypotheses.

H2(+)

| )
COOPERATION L, INNOVATION —2% o INTERNACTONALISATION

y
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EMPIRICAL ANALYSIS

Sample

For the empirical analysis, we used the Spanislioht Statistics Institute (INE)'s “Technological
Innovation in Companies Survey”, known as the Tetbgical Innovation Panel (henceforth, PITEC).
This survey is a study belonging to the EU’s stiad programme; its aim is to provide information
on firm’s technological innovation process. It pams company data over several years, allowing us

to use methodologies based on the panel data.

The PITEC records data for firms in the industaatl services sectors. In our analysis, we have used
only firms that were considered knowledge-intendiusiness services. The literature shows several
classification systems for KIBS. Nevertheless,liis tpaper, we have followed the same sample of
knowledge-intensive services used by Miles (200&) set out in Table 1. We used the results of the
PITEC surveys for the years 2003 to 2005, creamgncomplete panel. Our final sample contained

5,517 observations, although the number of obsensin the models was smaller because missing

values exists for one or more variables, and ferdlgged variables introduced in the models.

Table 1.- Knowledge-intensive business services

NACE Classification

72: Computer and related activities 72.1: Hardvearesultancy
72.2: Software consultancy and supply
72.3: Data processing
72.4: Database activities
72.5: Maintenance and repair of office, accounéing computing
machinery
72.6: Other computer-related activities
73: Research and development 73.1: Research andregptal development on natural sciences and
engineering
73.2: Research and experimental development onl soiémces and
humanities
74: Other business activities 74.11: Legal acteiti
74.12: Accounting, book-keeping and auditing atiggi tax
consultancy
74.13: Market research and public opinion polling
74.14: Business and management consultancy addivitie
74.15: Management activities of holding firms
74.20: Architectural and engineering activities agldted technical
consultancy
74.3: Technical testing and analysis
74.4: Advertising
74.5: Labour recruitment and provision of personnel
74.8: Miscellaneous business activities n.e.c.8%40ther business
activities n.e.c.)

Source: Adapted from Miles (2005)
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Methodology and variables

In order to test the hypotheses posited, we usedewonometric models: @bit model to test the
hypotheses on KIBS internationalisation (hypothetesnd 2) and grobit model to test the

hypothesis on innovation (hypothesis 3).

Thetobit model, in which the dependent variable is inteomalisation, is a hybrid between the probit
and multiple regression models. It is of use whas dependent variable is censored or shows an
accumulation point at any value. It is used whenrtsponse variable can be observed only when one
or more conditions are met. In our case, when laplkit export intensity, we found one accumulation
point at value 0, indicating that a company dodsemport. For this reason, the use of the tobit @hod

is appropriate in our analysis. In statistical terihcan be expressed as follows:

Yi=Bi+BXi+u ifRHS >0

=0 for other instancebgere RHS = right-hand side.

The probit model is used to explain dichotomous dependeriablas. We therefore consider it
appropriate to use this model in our analysis tterdeine the possible impact of cooperation on

innovation.

In both cases, the methodology was adjusted tpdhel data processes. The use of random panel data
models allowed us to control for unobservable logteneity (Arellano and Bover, 1990). In order to
test for the possible existence of multicollingabietween the variables, we carried out the vaganc
inflation factor (VIF) test. Individual values gteathan 10 indicate problems with multicollinegyit

as does a mean VIF value greater than six. Theesalat out in Table 3 show that there is no problem

with multicollinearity in the models used.

The following section describes the variables ugsedur econometric analysis in the two specified

models.
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Dependent Variables: Export IntensiyNTEXP), to analyse KIBS internationalisation we used
export intensity. This variable is the result ofiding a firm's exports by its total sales. Thisds
continuous variable with values lying between 0 anidinovation(INNOVA), this variable is used as
an indicator of a firm’s innovation results. Thisltbtomous variable takes a value of 1 if the firas
engaged in any service or process innovationJext i patent during the peri¢@ tot, and a value of

0 if it has not.

Independent Variables: Cooperatig8 OOPERA), this dichotomous variable takes a valug if the
firm has cooperated with other non-commercial fimnorganisations on innovation activities during
the period betweeti2 andt, and a value 0 otherwiskinovation(INNOVA), this variable is used as

an indicator of a firm’s innovation results. In nebd. it is included as an independent variable.

Control Variables: R&D Intensitf{INTRD_1) is used as an indicator of company investt on
research and development. It is the ratio of R&[péhditure/Total Sales. The variable is included
with a delay of one periodiormation(FORM). A dichotomous variable that takes a value of théf
firm incurs training expenses, and O if it does; ®&D Personnel(RDP), refers to employees
engaged in R&D activities within the firm. The \alile used is the result of dividing the number of
employees engaged in R&D by the total number of leyees; Size (TAMANO): A quantitative
variable indicating the number of employees belogdd a firm int; New venturgNEWFIRM): A
dichotomous variable that takes a value of 1 iffthe was created in the previous two yedgspup
(GRUPOQ): A dichotomous variable that indicates Wkethe firm belongs to a group of companies.
Type of firm:four types were identified, public (PUBLIC), prieadomestic (PRIVDOM), private
multinational (PRIVMUL) and research organisatiRESASOC). These are dummy variables that
allow us to control for the various types of firn&ectors,we introduced four dummy variables to
control for sector affiliation by firms. Servicesrtsidered knowledge-intensive—described in table
1—are grouped into four categories: computer addteg activities (S-INFORM), research and
development (S-R&D), technical services (S-TECNIEyal, business consultancy, advertising, etc.
to other firms (S-OTHERACTI). Table 2 sets out ftthescriptors of the variables used and their

correlations.

14



Table 2.- Correlation Matrix and Descriptors

Mean  Standard 4 5 6 7 8 10 VIF VIF?
deviation

1.Innova 0.595 0.490 1.000 1.50
2.Coopera 0.305 0.460 0.4336 1.000 1.3D29
3.IntRD_1 0.125 0.210 0.3315 0.3078 1.000 1.93
4.Newfirm 0.050 0.219 0.1118 0.0392 0.1547 1.000 1.06
5.Form 0.241 0.427 0.3713 0.2820 0.2028 0.0486 01.00 1.18 1.14
6.RDP 0.234 0.316 0.4122 0.3749 0.6295 0.1419 6.2301.000 1.48 1.87
7.Tamano 375.8 14185 -0.1322  -0.0793 -0.1528 303 -0.0613 -0.1628 1.000 111 1.14
8.Grupo 0.311 0.463 -0.0478 0.0129 -0.1519  -0.0404.0209 -0.1353 0.2210 1.000 1.08 1.23
9.Public 0.022 0.148 0.0252 0.0371 -0.0160  -0.022Q.0098 -0.0314 -0.0014 0.0437 1.000 1.02
10.Privmul 0.656 0.247 -0.0293 -0.0211 -0.0970 400 -0.0115 -0.0943 0.1855 0.3725 -0.0436 1.000 1.19
11.Resasoc 0.329 0.178 0.1198 0.1911 0.2786 -0.00930970 0.2344 -0.0405 -0.1193 -0.0258 -0.0478 1.30
12.S-Inform 0.334 0.471 0.2681 0.0582 0.0984 -(60070.1423 0.1109 -0.1306  -0.0177  -0.0383 0.0370 162 151
13.S-R&D 0.071 0.256 0.1538 0.2074 0.4638 0.0539 126@x. 0.3852 -0.0563 -0.0813 -0.0049 -0.0255 0.45640.1651 145 1.80
14.S-Tecnic 0.239 0.426 0.1528 0.1671 0.0663 0.058D.0542 0.1158 -0.1077  0.0153 0.0959 -0.0452 -®017-0.3884 152 1.48

Model 1;2 Model 2
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Results

The results obtained offer empirical support fof @l the hypotheses posited. The estimated
coefficients for the two models are shown in TakldResults shown in the first column are for the

tobit model used to test hypotheses 1 and 2 empiricalye estimated coefficients shown in the

second column are for thgrobit model used to compare hypothesis 3 empiricallthBoodels are

statistically significant at the one per cent level

Table 3.- Results of internationalisation and innostion in KIBS

Intexp (1) Innova (2)
Innova 0.1017*** (6.68) -
Coopera 0.0318** (2.35) 1.7761** (9.74)
IntRD_1 - 0.2480 (0.66)
Newfirm -0.1173***(-3.89) 2.2972**(3.36)
Form 0.0215* (1.78) 1.3223***(8.90)
RDP 0.0078 (0.33) 2.7236** (7.31)
Tamano -0.00002** (-2.48) 0.00002 (0.52)
Grupo 0.1475** (8.09) -0.0642 (-0.46)
Public - 0.3345 (0.87)
Privmul - 0.0845 (0.36)
Resasoc - 1.4111* (2.35)
S-Inform 0.1756*** (6.93) 1.7989*** (9.07)
S-R&D 0.2109*** (5.10) 0.6833* (1.61)
S-Tecnic 0.2108*** (8.51) 1.2571** (6.59)
Constant -0.5256*** (-20.62) -1.5617*** (-10.50)
Wald test of full model fx 249.54%** 217.87***
Log. Likelihood -1465.182 -1178.884

Model 1: Tobit (independent variable: export infgn)s Total observations: 5.464; Model 2: Probibdépendent variable: results of
innovation).Total observations: 2.874; ***p<0.0*p¥0.05,*p<0.10.

In model 1, the coefficient of the innovation vat@ (INNOVA) is positive and significant, in

accordance with the positive relationship betwewrovation and internationalisation postulated in
hypothesis 1. Similarly, the coefficient of the peaation variable (COOPERA), is also positive and
significant, suggesting that cooperation betweeB3<knd other firms or institutions is positively

linked with their international growth. This theve¢ provides empirical evidence for hypothesis 2.

In model 2, the coefficient of the cooperation ableé (COOPERA) is positive and very significant,
which suggests, as was posited in hypothesis 3, dbaperation has a positive impact on the

innovation results of KIBS.
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One of the control variables that stands out, ne lvith existing literature on services innovatim,
INTRD_1 due to the non-significance of the coeffiti This fits in with the idea that services firms
invest less in formal R&D. The FORM and RDP coeéffitts are positive and very significant with
regard to innovation, which bears out the imporawd human resources on the probability of
innovation among KIBS. The significance of thesdalales vis-a-vis internationalisation is limitem t
the formation variable, for which the coefficiers® positive. This suggests that expenditure on

personnel training among KIBS increases their cbsuaf internationalisation.

The coefficients of the NEWFIRM variable are sigeaht in both cases. However, they are of
opposite signs. In the case of internationalisatibe coefficient is negative, which indicates that
newly created KIBS have a lower probability of estjpay their services. This may be because new
venture have more limited resources with which gpraach the international markets. In contrast,
regarding innovative results, the NEWFIRM coeffitiés positive, which suggests that newly created
KIBS stand a greater chance of generating innonstidhis may be because they may be firms set up

specifically to exploit an innovation.

The coefficients of the GRUPO and TAMANO variablesn out to be significant only with regard to
the internationalisation of KIBS. The positive do@ént for GRUPO tells us that if KIBS are partaf
corporate group, they have a greater chance ofntiagointernational in scope. The estimated
coefficient for TAMANO is negative, which points 8m inverse relation between KIBS size and the

likelihood of expanding internationally. Howevershould be noted that the value is very close to 0

Of the three variables that specify the type of pany, PUBLIC, PRIVMUL and RESASOC, only the
latter shows a coefficient that is both positivel amgnificant. This result indicates that when Srare
defined as research organisations, this has aiymsinpact on the probability of generating
innovations. Lastly, the coefficients relating teetsector categories—S-INFORM, S-R&D and S-
TECNIC—are positive and significant, which suggettat KIBS membership of these sectors is
linked to a higher probability of achieving innoet and internationalisation compared to the
excluded category (S-OTHERACTI).
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DISCUSSION AND CONCLUSIONS

This paper studies the internationalisation of KIBS sector that is unquestionably acquiring a
prominent role in today’s economies. Specificatlyr aim is to analyse the degree to which capacity
for innovation and collaboration have an impacttbe international expansion of these firms. In
general, the literature has paid scant attentiaihése relationships in the services sector, amide m

specifically, among KIBS.

The activities carried out by KIBS makes it possifdr them to offer exportable services. This featu
expands their chances of internationalisation andke® the traditional theories regarding
internationalisation of manufactured products napplicable to them. Thus, KIBS have the option of
exporting their services, unlike other servicem§irin which the production and consumption of the
services is simultaneous. However, much as any athrapany seeking to expand abroad, they must
be competitive in the destination market. In oritebe able to compete on the international markets,
firms need to possess distinctive resources. Amtbegresources that could prove relevant to the
internationalisation process, we would highlighe thapacity for innovation, which may bring
competitive advantages, allowing them to attraet ebents in other markets outside their domestic
borders. For this reason, our first hypothesis tposi positive relationship between innovation and

internationalisation among KIBS.

On the other hand, it should be remembered thanhttevations developed by KIBS differ from those
traditionally sought in the industrial sector, whigmong other aspects, depend to a greater exient o
investment in highly qualified labour and to a Essgegree on R&D expenditure. These are also
innovations that are difficult to protect (Johned&torey, 1998) and, consequently, easier to copy
(Storey and Easingwood, 1998), which implies a feedlevelopment of innovation capacities that
will allow firms to continuously adapt their sergi It is thus important for these firms to acquire
distinctive capacity that will bring advantages twit view to internationalisation. Similarly,
collaboration is seen as a way of obtaining act@sssources not available to the company both to

develop innovations and to expand internationalyr postulates presuppose a positive relationship,
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direct and indirect, between cooperation and i#gonalisation. The direct relationship is suggeste
because collaboration allows KIBS to share theiowedge of markets, customers, technological
changes, etc., which is especially important foné that operate in very dynamic environments. The
indirect relationship is propounded because we aigect cooperation to have a positive impact on
capacity for innovation among KIBS, which in turillunake it easier for them to expand into other

markets.

Our empirical analysis, which is based on the Platabase for the period 2003-2005, supports all
of the hypotheses presented in this study. In fdat, results obtained ratify the importance of
innovation as a source of competitive advantageh wihich to undertake internationalisation
processes. KIBS that claim product or process iations are shown to have a greater capacity for
facing entry into foreign markets. The importandeirmovation as a factor that is relevant to
international activity is thus borne out, in linétlwprevious studies carried out on manufacturing
concerns (Basile, 2001; Hollestein, 2005; Tomiu@07, among others). This paper also draws
interesting conclusions on the innovation procesthese firms. Specifically, it notes the impor&nc
of human capital on innovation results and confiemgpirically that traditional activities such as B&

play a lesser role and have a smaller impact.

KIBS that establish collaborative relationshipsdfiaccess to international markets easier. These
results are consistent with previous studies shgwihmt inter-organizational relationships bring
international advantages to firms tackle an intiéonalisation process (Coviello and Munro, 1995;
Boojihawon, 2007, among others). These collabanatioot only offer advantages for entering
international markets but can also make it easierfirms to exchange resources, favouring the
development of innovations. Based on this idea wfual learning among firms by sharing knowledge
and information, cooperation in KIBS may have aifpges influence on their capacity for innovation.
This is supported by the results of this study,oliléhows that there is a positive relationship betw

cooperation and innovation.
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In summary, this paper provides an in-depth lookletisive strategies such as internationalisation,
innovation and cooperation, within the scope ofises firms, an area on which there are few studies
Specifically, we looked at KIBS, which operate iectors that are of great relevance for today’s
economies, especially developed ones. We drew thparetical description of the differentiating

aspects of innovation in services, e.g., less foR&D and less R&D spending, and the relevance of
a good human resources strategy, with supportingrezal evidence throughout. Likewise, the study
allows us to confirm that developing their innoweaticapacities and their collaborative relationships

may allow KIBS to move into foreign markets by segvas a bridge.

This work is not free from limitations. These, urr, suggest future lines of research. In future
studies, it would be useful to be able to exparddtope of the sample; in the present analysis we
used data only for the period 2003-2005. On therofiand, with regard to the focus of the study, it
would be interesting to develop an analysis comgaservice firms with manufacturing concerns.
Furthermore, it would be convenient to include ableés measuring the use of information and
communications technologies, which influence transbility and, consequently, marketability of
services. Similarly, another interesting extensiamuld be for the analysis to include other types of

variables such as ownership type or company sizedlrying out a study for SMEs, for instance).
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