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Niels J. Pulles, Holger Schiele’

Social Capital Determinants of Preferential Resource
Allocation in Regional Clusters”

Regional clusters are known to facilitate firms in achieving higher levels of competitive
advantage. This observation suggests that cluster firms manage to obtain better com-
petitive resources than firms outside the cluster. The strong social ties in regional clus-
ters are considered to be a crucial factor in the resource exchange between cluster
firms. In this paper, we integrate this social perspective from the cluster literature with
a recent stream in the resource-based view (RBV) literature. This stream seeks to ex-
plain the phenomenon of preferential resource allocation. That is, how can firms ob-
tain better resources from a resource environment that is shared with competitors?
Although preferential resource allocation has revealed to be a relevant concept, little is
known about its actual antecedents. We introduce a conceptual framework that builds
on the social interactions among cluster firms to explain the concept of preferential
resource allocation. More specifically, we develop propositions on the antecedents of
preferential resource allocation by building on the structural, relational, and cognitive
dimensions of social capital theory, and a firm’ s embeddedness in a regional cluster.
In so doing, this paper provides insights that may contribute to a better understanding
of the competitive advantage of cluster firms, and it opens onto current streams in the
RBYV literature.
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1. Introduction

Firms benefit from being located in a cluster. For example, firms in clusters tend to be
more innovative than isolated firms (Baptista & Swann, 1998; Molina-Morales &
Martinez-Fernandez, 2003). In fact, research in economic geography has highlighted
that innovations have a tendency to appear in a concentrated way in selected centers
(Breschi & Lissoni, 2001; Feldman, 1999). As a result, firms in regional clusters appear
to have an advantage and have shown to be more profitable than their isolated com-
petitors in the same industry (Fabiani & Pellegrini, 1998).

The concept of regional clusters refers to a group of interconnected actors within
a particular field and their characteristic of tight geographical boundedness (Porter,
1998; Tallman, Jenkins, Henry, & Pinch, 2004). However, proximity alone between
firms is not a sufficient explanation for the competitive advantage of regional cluster
firms firms (Kukalis, 2010; Mitchell, Burgess, & Waterhouse, 2010; Zaheer & George,
2004). Instead, the social connectivity and interaction between the actors seem to be a
more adequate explanation (Dijk & Sverrisson, 2003; Doloreux & Parto, 2005; Steinle,
Schiele, & Mietzner, 2007), as these factors are argued to be facilitated by the proximi-
ty and size of the cluster (Kajikawa, Takeda, Sakata, & Matsushima, 2010). Within the
stream of literature addressing the social interaction within cluster firms, it has been
argued that the strong ties among cluster firms enable resource exchange on different
levels in the cluster (e.g., Brown et al,, 2007; Brown et al., 2010; Gulati, Lavie, &
Madhavan, 2011). For example, it has been shown that members of a cluster have a
higher intensity of resource exchange compared to firms that do not belong to a clus-
ter (Molina-Morales & Martinez-Fernandez, 2003). Tallman, Jenkinks, Henry, and
Pinch (2004) observed that economic geographers view resource exchange as critical
in defining the competitive advantage of regional clusters.

However, resource exchange alone might not be sufficient to explain the compet-
itive advantage of firms in clusters. From a resource-based view (RBV), competitive
advantage is a relative notion that implies that firms must obtain better resources than
their competitors to be competitive. Firms with a comparative advantage in resource
access will more easily attain a position of competitive advantage (Hunt & Davis,
2008). Current streams of RBV literature addresses the question of how firms can at-
tain better resources than their competitors. The main idea in this stream is that firms
should aim for preferential resource allocation from their partners (Steinle & Schiele,
2008). Firms can only share their best resources, such as ideas, new technologies,
scarce materials, or most experienced personnel, with a limited number of partners.
Preferential resource allocation refers to a situation in which a firm obtains better re-
sources from its partners than other firms that have similar demands from these part-
ners. Although conceptually and empirically the concept of preferential resource allo-
cation has revealed to be relevant (Baxter, 2012; Ellis, Henke Jr., & Kull, 2012;
Schiele, Veldman, & Hiittinger, 2011), little is known about the antecedents of prefer-
ential resource allocation. In fact, the seminar case study of Steinle and Schiele (2008),
which emphasized the relevance of being a preferred customer of key suppliers, was
conducted in a cluster setting and discussed firms trying (and failing) to access part-
ners located in remote clusters. Still, this empirical observation of privileged resource
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allocation among clustered firms as opposed to serving their remote customers did
not find any conclusive theoretical explanation. Our paper argues that social capital
theory may provide such an explanation, thereby offering a perspective for further re-
search on this phenomenon.

Therefore, in this paper, we introduce a conceptual framework that combines
perspectives on social capital and cluster embeddedness to explain the phenomenon
of preferential resource allocation. We consider the social interactions observed
among cluster firms to explore the antecedents of preferential resource allocation
among firms. Therefore, this paper opens onto the literature on preferential resource
allocation by developing testable propositions regarding the antecedents of preferen-
tial resource allocation, thereby bridging the cluster and RBV literatures.

2. Preferential resource allocation, cluster embeddedness, and social
capital

In the following sections, we discuss the concept of preferential resource allocation
and explain the concepts of regional clusters, cluster embeddedness, and the different
dimensions of social capital. First, in section 2.1 we use the RBV to argue how prefer-
ential resource allocation links to the competitive advantage of firms. Then, in section
2.2 we discuss the concept of cluster embeddedness. In section 2.3 we describe how
cluster embeddedness facilitates social interaction between firms in a regional cluster,
and link the social interaction to firms to preferential resource allocation in regional
clusters. In section 2.4 we introduce the three dimensions of social capital theory we
use to build proposition in Chapter 3 on how regional clusters are positively associat-
ed with the concept of preferential resource allocation.

2.1 Preferential resource allocation as source of competitive advantage

From the RBV, the competitive advantage of a firm “can be understood as a function
of the combined value and rarity of all firm resources and resource interactions”
(Lavie, 2000, p. 643). Resources are defined as the tangible or intangible financial, hu-
man, intellectual, organizational, and physical entities available to the firm that enable
the firm to increase its competitive advantage (Hunt & Davis, 2008; Newbert, 2008).
Thus, when firms are in a resource exchange relationship, both of the firms allocate
tangible or intangible entities to the relationship from which the partner firm derives
advantage. Resources are said to endow a sustainable competitive advantage on a firm
to the extent that they are valuable, rare, and difficult to imitate or substitute (Barney,
1991; Capron & Chatain, 2008). Collaborations with external partners are important
mechanisms for firms as the firms seek to enhance their competitive advantage by de-
veloping and acquiring resources from external partners (Freiling, 2004).

The importance of retaining resources from the firm’ s external environment re-
ceives much support in the management literature. For example, Dyer and Singh
(1998) proposed a “relational view of the firm”. Others discuss “systemic competen-
cies” (Mildenberger, 2001), “inter-firm resources” (Duschek, 2004), “network re-
sources” (Gulati, 1999), cluster-embedded core competencies (Steinle, Eickhoff, &
Schiele, 1998), “firm addressable” external resources (Sanchez & Heene, 1997) or an
alliance-view, which asks firms to draw on other firms’ competencies and integrate
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them (Das & Teng, 2000; Ireland, Hitt, & Vaidyanath, 2002). It is interesting to note
that there is also a — largely unconnected — stream of research discussing regional
competencies, which, to a certain extent, are collective in character but can only be ac-
cessed through firms located in that particular region (Best, 1999; Enright, 1998; Foss,
1999; Lauterbach, 2005; Maskell & Malmberg, 1999; Mathews, 2002). The common
core of all these concepts is that firms require not only internal resources but also re-
sources located outside their boundaries and that they can achieve competitive ad-
vantages if they can gain privileged access to these resources. This approach was not
considered an option in the original version of the RBV of the firm.

In practice, the number of inter-firm collaborations has increased substantially
over recent decades, and collaborations have become a central strategic component
for many firms (Lavie, 2007). However, as an increasing number of firms seek re-
sources in external environments, obtaining an advantage over competitors sourcing
from the same environment is becoming more difficult. From the RBV, external re-
sources that provide firms a unique competitive position are, by definition, scarce.
Therefore, when more competitors are acting in similar resource environments, it be-
comes more difficult for firms to attain a competitive advantage. An example of such
a resource environment is a supply base, in which buying firms aim to achieve a pre-
ferred customer status to obtain better resources than competing firms that source
from the same supply base (Steinle & Schiele, 2008). Such a preferred status makes
suppliers commit to the relationship and invest resources preferentially to the relation-
ship (Baxter, 2012). Gulati and colleagues unveil the key challenge. Actors have limits
to the resources they can devote and “may only have the time and resources to form
and satisty the expectations of a limited number of alliances. By making choices to ally
with some partners, others are ipso facto excluded” (Gulati, Nohria, & Zaheer, 2000,
p. 210).

Accordingly, a study by Lavie (2007) indicates how an increase in the level of
competition in resource environments is negatively associated with a firm’ s market
performance. As a consequence, competitors acting in similar resource environments
fiercely compete for resources and deploy strategies to degrade the resource position
of their rivals (Capron & Chatain, 2008). In these competitive resource environments,
firms that are able to attain a better position than their competitors can be expected to
attain competitive advantages. Recent literature on buyer-supplier relationships ex-
plains the effects of preferential resource allocation. For example, preferential re-
source allocation might include the first offering of a new technology or the delega-
tion of the most experienced engineering team to a collaborative NPD project
(Hiittinger, Schiele &Veldman 2012). Similarly, Ellis, Henke, and Kull (2012) found
that preferential treatment is positively related to the willingness of a supplier to pro-
vide the buying firm with access to its new technologies. Therefore, buying firms are
explained to apply strategic approaches to attain such preferential treatment (Nollet,
Rebolleda & Popel, 2012).

Without attaining better resources than its competitors, a firm cannot be ex-
pected to gain a competitive advantage through inter-organizational relations over
firms competing within the same resource environment. Attaining preferential re-
source allocation from an external resource environment shared with primary compet-
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itors is, therefore, essential for firms to gain an competitive advantage. Regional clus-
ters may explain the resource allocation mechanisms.

2.2 Cluster embeddedness and social interaction between firms

The cluster concept is often associated with Michael E. Porter (1990), whose “dia-
mond of competitive advantage” constitutes one of the most influential concepts on
clusters. Porter’ s approach, despite mentioning “social glue”, mainly focuses on the
structure of an agglomeration. The diamond implies that the presence of several pro-
ducers, their suppliers, trend anticipating customers and supportive institutions already
make up for a cluster. However, in contrast to the implications of Porter’ s diamond
model, the mere presence of a set of actors in a region has been found not to be suffi-
cient to achieve competitive results (Dijk & Sverrisson, 2003; Kukalis, 2010; Steinle et
al., 2007). To explore the diverse aspects of innovation processes in regional economic
milieus (Aydalot, 1986; Crevoisier, 2004), a prominent ‘ milieu’ approach focused on
the interaction in locally embedded social systems (Zaheer & George, 2004). From the
interaction perspective, a cluster is characterized as a learning environment wherein an
intensive exchange among companies and catalyzing institutions forms the basis for
collaboration. Clusters are interpreted as complex social systems rooted in space.
Through the intensive, often informal, information exchange, trust can develop,
thereby reducing problems of opportunism and fostering collaboration.

Without social interaction between cluster firms, the proximity advantages of re-
gional clusters would, in general, only confine low costs of transactions and lower
switching costs for employees (Mitchell, et al., 2010; Steinle & Schiele, 2002). How-
ever, when the proximity advantages allow constructive interaction in which value is
created, cluster firms may expect to grasp substantially more benefits from their inter-
firm collaborations than firms outside the cluster. Firms strongly embedded into re-
gional clusters can, therefore, be expected to benefit more from their inter-
organizational relationships. In this paper, we use the term cluster embeddedness to
describe this phenomenon. We adopt a perspective on inter-firm interaction by Heide
and Miner (1992) and cluster embeddedness by Wood, Watts, and Wardle (2004) and
thus put forward the following definition:

Cluster embeddedness is the extent to which firms are integrated into the regional cluster

and the interactions with other cluster firms in which concrete opportunities for resource

exchange and co-creation of new resources arise.

We consider the main advantages of cluster embeddedness, therefore, not to be the
ease in which the partners interact (as is the main advantage from the transactional
perspective) but as the deepening of the resource base that this interaction enables
(Maskell, 2001). Thus, the importance of cluster embeddedness lies in the local access
and co-creation of resources as expertise and technologies and may, therefore, be an
important factor in explaining the competitive success of numerous cluster firms
(Keeble, Lawson, Smith, Moore, & Wilkinson, 1998). A proposal on how to measure
cluster embeddedness of firms has been proposed by Steinle et al. (2007).

2.3 Preferential resource allocation in regional clusters

From the RBV, the competitive advantage of regional clusters is explained by the re-
sources that cluster firms possess or can access. The social interaction between firms,
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as observed in regional clusters, serves as an important foundation for this competi-
tive advantage. Therefore, the social interactions between cluster firms enable them to
obtain better resources than can firms located outside of the cluster. We argue that a
key factor in the competitive advantage of clusters is that firms within a cluster allo-
cate to one another preferential resources relative to firms that do not belong to a re-
gional cluster. In other words, cluster firms are more likely to allocate superior re-
sources to other cluster firms and, consequently, allocate inferior resources to firms
outside the cluster. Therefore, firms in clusters are better able to attain prime re-
sources from their external environments than are firms outside the cluster; for in-
stance, suppliers may award their customers in the same cluster preferred customer
status while treating external customers in a less privileged manner (Steinle & Schiele,
2008). If matched appropriately to environmental opportunities, distinctive or superi-
or resources —relative to those of rivals— form the basis for competitive advantage
(Peteraf, 1993). Therefore, we consider preferential resource allocation to be a key fac-
tor in the competitive advantage firms in regional clusters have compared to firms that
do not belong to a cluster.

Figure 1 illustrates the main idea of differentiation of partner treatment.

Figure 1: Preferential resource allocation in regional clusters

Regional Cluster

———————————— Non-preferential resource allocation

Preferential resource allocation

Q Firms

To locate the antecedents of preferential resource allocation, the following sections
propose a social capital theory based framework that builds on the effects of social in-
teractions between firms and the effects of a firm’ s cluster embeddedness. Based on
the models of Nahapiet and Ghoshal (1998) and Wasko and Faraj (2005), we develop
a set of propositions to examine how three dimensions of social capital of firms relate
to preferential resource allocation. Before introducing the propositions, we briefly dis-
cuss the relevant dimensions of social capital in section 2.4.
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2.4 Social capital perspectives on preferential resource allocation

An important benefit of firms in regional clusters pertains to social proximity. Effec-
tively communicating and sharing resources requires a high degree of mutual under-
standing, trust, and shared values (Maskell, 2001). Regional clusters facilitate this type
of environment and create a club-like milieu (Steinle & Schiele, 2002) in which firms
can exchange resources through strong ties developed through close interactions. So-
cial capital therefore seems to be essential for the process of managing resources in
clusters (Gretzinger & Royer, 2011). Social capital theories capture the different facets
of the relational setting in which interactions between firms to co-create and exchange
resources occur (Nahapiet & Ghoshal, 1998). Social capital can be understood as the
social ties between actors, whether individuals or corporate actors, that enable these
actors to obtain certain benefits from these ties (Coleman, 1988; Portes, 1998). There-
fore, social capital accounts for the contextual factors in which resource exchange oc-
curs (Kankanhalli, Tan, & Wei, 2005). Because social capital is argued to be “both the
glue and a lubricant” (Rutten, Westlund, & Boekema, 2010, p. 866) of the social rela-
tions in regional clusters, social capital theories are often used in cluster literature
(Staber, 2007).

To develop our propositions, we adopt the dimensions of social capital theory as
described by Nahapiet and Ghoshal (1998). These authors suggest that the co-creation
and exchange of resources between firms is facilitated when (1) there are structural
links or social ties between firms (structural capital), (2) the firms have a strong rela-
tionship built on trust (relational capital), and (3) the firms have a shared vision and
shared interpretations of the relationship (cognitive capital) (Nahapiet & Ghoshal,
1998; Tsai & Ghoshal, 1998; Wasko & Faraj, 2005). To build our conceptual frame-
work, we utilize the structural, relational, and cognitive dimensions of social capital to
examine the relational setting between firms that engage in resource exchange.

3. Effects of social capital on preferential resource allocation,
moderated by a firm’ s cluster embeddedness

In the following section, we introduce a conceptual framework that explains how the
three dimensions of social capital are positively associated with the concept of prefer-
ential resource allocation between firms. We further argue that cluster embeddedness
strengthens this effect. Social capital may also develop between firms outside a region-
al cluster, and, similarly, firms might be motivated to exchange resources with firms
outside the cluster. Still, firms embedded within regional clusters can be expected to
better utilize their social capital because of their proximity advantages and close intet-
actions. Thus, we include propositions of a positive moderating effect between cluster
embeddedness and the different dimensions of social capital.

Figure 2 summarizes the proposed framework.
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Figure 2: Conceptual framework

Social
capital Cluster
. p. embeddedness
dimensions
Propositions [1b, [2b, [Bb
Structural

embeddedness \Proposition 1la

Trust and p tion 2
trustworthiness ropesttion =2 —| Preferential resource
v , allocation
. .
Shared vision ~|—Proposition 3a

3.1 Structural dimension

The structural dimension of social capital refers to the density and strength of an ac-
tor’ s social ties with its resource environment. These ties are connections that a firm
shares with external partners and can be interpreted as channels for resource flow
(Tsai & Ghoshal, 1998). Nahapiet and Goshal (1998, p. 244) define structural
embeddedness as the impersonal configuration of linkages between people or units.
Therefore, structural embeddedness refers to the structure of ties, or connections, be-
tween firms that enables firms to interact with one another. Actors who are better
embedded in their resource environment should have a competitive advantage over
pootly embedded competitors (Rowley, Behrens, & Krackhardt, 2000). This ad-
vantage is explained by the possibility of structurally embedded firms to utilize their
social ties to attain resources from external partners. Actors who possess these social
ties could, therefore, expect better resource accessibility than (competing) actors who
do not possess such social ties.

At the business-unit level of multinational firms, Andersson, Forsgren, and Holm
(2002), find that embeddedness in technical environments leads to better market per-
formance. Through ties in this environment, business units are able to reap the bene-
fits of knowledge and capabilities transferred from other units within the environ-
ment. The structural embeddedness of firms in their resource environment can be re-
garded as a distribution network for resources through which firms can attain re-
sources from their external environment. Therefore, we propose the following:

Proposition 1a: Through higher levels of structural embeddedness in an external re-
source environment, firms attain higher levels of preferential re-
source allocation and, therefore, achieve higher levels of competitive
advantage.

The literature makes a similar link between the interactions of firms and the strength
of the ties between firms (e.g., McEvily & Zaheer, 1999). The difference between
structural embeddedness and cluster embeddedness is that while structural
embeddedness refers to the configuration (i.e. structure) of a firm’ s ties (Moran, 2005)
cluster embeddedness establishes how many ties a firm has with firms inside a regional
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cluster -and therefore refers to the proximity and the industry of the other actors- and
the extent to which these ties are interacted through. Therefore, a firm can have either
(1) a low structural embeddedness, (2a) many ties to other firms that are not geo-
graphically concentrated, or (2b) many ties with firms concentrated in a particular
cluster. Cluster embeddedness and structural embeddedness are therefore not the
same. Firms can have a high structural embeddedness (being linked to actors outside
its cluster), but nevertheless have a low cluster embeddedness (i.e. few inter-cluster
connections).

The social interaction in clusters is expected to increase the effectiveness of the
ties between firms. A more frequent interaction through structural ties can increase
the perceived value of a relationship (Palmatier, Gopalakrishna, & Houston, 2000),
and firms may become more willing to allocate resources to firms with whom they
frequently interact. On an inter-personal level, for example, Brown and Reingen
(1987) explain that ties with greater frequency of social contact are more likely to be
activated for better information flow. The reduced physical distance, for example, is a
catalyst of exchange, decreasing the costs of exchange and increasing the likelihood of
a personal meeting. Furthermore, regional collaboration in such settings as associa-
tions, educational institutions, and infrastructure endeavors constitutes another oppor-
tunity for members of firms to meet. Therefore, if a firm has strong ties with its ex-
ternal environment (and thus has high levels of structural embeddedness), these ties
are expected to be used more effectively to the extent that this firm is embedded with-
in a regional cluster.

Proposition 1b: The positive effects of structural embeddedness on preferential re-
source allocation tend to increase as the cluster embeddedness of a
firm increases.

3.2 Relational dimension

The relational dimension of social capital refers to the relational trust and trustworthi-
ness rooted in relationships (Tsai & Ghoshal, 1998). The main function of the rela-
tional dimension of social capital is to facilitate resource exchanges for actors within
the resource environment (Wasko & Faraj, 2005). Many social capital researchers sug-
gest that trust is a main aspect of the relational dimension. When two actors trust one
another, they are more willing to share resources without the fear of opportunistic be-
havior by the other party. Therefore, differences in levels of trustworthiness may re-
late to different levels of resource allocation from partner firms (Tsai & Ghoshal,
1998). Trust relates to benevolence in resource allocation, as it creates the expectation
that trusted actors will have a positive incentive to comply with the trustee’ s wishes
(Ridings, Gefen, & Arinze, 2002).

Anderson, Lodish, and Weitz (1987) provide an example of the influence of rela-
tional capital on resource allocation behavior in channel management activities. In
channel relationships, suppliers aim to induce, for example, retailers and wholesalers
to devote more resources (e.g., shelf space or promotional actions) to selling their
products. Accordingly, trusting channel relationships are shown to induce upstream
partners to allocate more resources to selling the suppliers’ products. Therefore, we
propose the following:
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Proposition 2a: Through higher levels of relational trust and mutual trustworthiness
as perceived by the external resource environment, firms attain
higher levels of preferential resource allocation and, therefore,
achieve higher levels of competitive advantage.

It is often argued that, for example, a key factor in the success of Italian industrial dis-
tricts is the high degree of trust among cluster firms (e.g., Humphrey & Schmitz,
1998). The frequent interactions and familiarity among firms in a regional cluster are
often found to facilitate a climate of trust and mutual understanding (Dahl &
Pedersen, 2004). Therefore, higher levels of interaction can be expected to relate to
higher levels of trust. When interactions between firms increase, firms may better uti-
lize their trusted ties through repeated exchanges (Oba & Semerciéz, 2005). In buyer-
seller relationships, for example, this interaction perspective has been found to sup-
port the potential value of inter-organizational cooperation (Heide & Miner, 1992).

Clusters can be understood as clubs whose membership no actor wants to jeop-
ardize by displaying opportunistic behavior (Steinle & Schiele, 2002). With this fact in
mind, cluster firms can more easily trust each other. Therefore, in addition to the pro-
posed direct effect of trust and trustworthiness, we propose that the embeddedness of
a firm in a regional cluster has a moderating effect on the relational dimension of so-
cial capital.

Proposition 2b: The positive effects of relational trust and mutual trustworthiness on
preferential resource allocation tend to increase as the cluster em-
beddedness of a firm increases.

3.3 Cognitive dimension

The cognitive dimension of social capital refers to, as Nahapiet and Goshal stated,
“shared representations, interpretations, and systems of meaning among parties”
(Nahapiet & Ghoshal, 1998, p. 244). When a firm and its partners have similar percep-
tions about how to interact, a mutual understanding is likely to occur. This shared vi-
sion and understanding with respect to goals and aspirations can be viewed as a mech-
anism for firms to more freely exchange resources (Inkpen & Tsang, 2005; Tsai &
Ghoshal, 1998). An example can be found in work of Hult, Ketchen Jr., and Slater
(2004), who argue that a shared vision links to resource distribution and the positive
outcomes related to this distribution. They find a positive relationship between a
shared vision and performance operationalization, such as cycle time reduction.

Through the cognitive dimension of social capital, other actors in the resource
environment recognize the goals and interests they share, thus helping them to see the
potential value of a resource exchange (Tsai & Ghoshal, 1998). Cognitive capital be-
tween a firm and other actors can create a certain resource commitment within the
environment towards the firm and therefore lead to higher performance levels
(Krause, Handfield, & Tyler, 2007). Accordingly, we propose the following:

Proposition 3a: Through shared visions and higher levels of mutual understanding
with an external resource environment, firms attain higher levels of
preferential resource allocation and, therefore, achieve higher levels
of competitive advantage.
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Shared visions and mutual understandings in inter-firm relationships enable partners
to more easily exchange works (Inkpen & Tsang, 2005). Partners who share a vision
see higher potential value in resource exchange and will, therefore, be more inclined to
intensify their relationship of resource exchange (Tsai & Ghoshal, 1998). The interac-
tion frequency and intensity between firms have been found to be important mecha-
nisms for establishing higher levels of mutual understanding (Leuthesser, 1997).
Shared vision and mutual understandings about key features, are argued to strengthen
the social interactions and, thereby, resource flows between actors in regional clusters
(Romanelli & Khessina, 2005).

Because of the common cultural and social background, actors in regional clus-
ters often share the same values and norms (Dijk & Sverrisson, 2003). It is these
shared visions in a cluster that are described as being “extremely important” for the
competitiveness of regional clusters (Hallencreutz & Lundequist, 2003). Some authors
see the common “leitbild”, as shared frame of reference in a cluster, as core to the
idea of a milieu (Fromhold-Eisebith, 1995). It is worth noting that, in a regional ag-
glomeration with an innovative milieu, actors continuously undergo a process of
common socialization, in the course of which they become increasingly similar and
thereby develop shared cognitive capital (Franz, 1999; Maillat, 1990).

Proposition 3b: The positive effects of shared visions and higher levels of mutual un-
derstanding of preferential resource allocation tend to increase as the
cluster embeddedness of a firm increases.

In sum, we argue that firms in a cluster profit from more structural capital due to the
existence of more partners and easier connections to those partners than do dispersed
firms. The interaction within a cluster is further fostered by the availability of cogni-
tive capital, which is encouraged by a common ideal and similar socialization within a
cluster. Finally, structural capital and cognitive capital are complemented by relational
capital, which is developed more successfully in the club-like atmosphere of an inno-
vative cluster. Departing from the assumption that the availability of social capital is
an antecedent to preferential resource allocation and further assuming that firms in a
cluster enjoy more abundant social capital, it can be concluded that firms embedded in
a cluster are also likely to benefit from mutual preferential resource allocation.

4. Conclusions and implications

In this paper, we have integrated concepts from the cluster literature with those of a
recent stream in the RBV literature and suggest that preferential resource allocation
among firms is a critical factor in the competitive advantage of firms. We have intro-
duced a conceptual framework in which the different dimensions of social capital are
antecedents for preferential resource allocation. In addition, we included propositions
that the extent to which firms are embedded in regional clusters strengthens the effect
of social capital dimensions on preferential resource allocation. This framework offers
a useful explanation for both the cluster literature and for the stream of RBV literature
exploring the preferential resource allocation phenomenon, as this study provides sev-
eral new insights.
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This paper contributes to literature on regional clusters by linking a recent stream
in RBV literature to the cluster literature and propose that preferential resource alloca-
tion between cluster firms is an important factor in the competitive advantage firms in
regional clusters have compared to firms that do not belong to a cluster. The RBV lit-
erature has widely accepted the importance of interorganizational resource creation
and exchange (e.g., Das & Teng, 2000; Dyer & Singh, 1998). At the same time cluster
literature has come to see resource exchange of cluster firms as critical to define the
competitive performance of regional clusters (Brown, et al., 2007; Brown, et al., 2010;
Festing, Royer, & Steffen, 2010; Tallman, et al., 2004). We state that, firms in regional
clusters allocate each other preferential resources and, as a consequence, allocate infe-
rior resource to firms outside the cluster. Because of this resource advantage, cluster
firms have a competitive advantage over firms in similar resource environments, but
outside the cluster.

Next to this, although the concept of preferential resource allocation has shown
its relevance in RBV literature, still little is known about the actual antecedents. Be-
cause of the often observed social interactions between cluster firms, we apply a social
capital perspective to explore the antecedents of preferential resource allocation be-
tween firms. By taking this perspective, we addresses the hints several scholars pro-
vided towards resource competition in external environments. For instance, Takeishi
(2001, p. 403) questions: “How could a company outperform competitors who also
have cooperative relations with their partners?” The social capital perspective on pref-
erential resource allocation provides new insights to an upcoming stream in literature
that emphasizes on gaining better resources from supply bases. Supply bases are ex-
amples of resource environments in which firms compete for supplier’ s best re-
sources (Dyer & Hatch, 2006; Takeishi, 2002). Topics like customer attractiveness
(Mortensen, Freytag, & Arlbjorn, 2008; Ellegaard, 2012; Hald, 2012), and supplier sat-
isfaction (Essig & Amann, 2009; Ramsay & Wagner, 2009), and preferred customer
status (Schiele, Veldman, & Hittinger, 2011; Schiele, Veldman, Huttinger, & Pulles,
2012) are increasingly coming to the agenda in examining resource competition. This
paper’ s social capital perspective on preferential resource allocation can provide a way
forward to this upcoming stream of literature.

An interesting direction for future (empirical) research would be to examine how
the dimensions of social capital connect to preferential resource allocation in the logic
of time. If a potential partner has several collaborative opportunities with different
firms, it will most likely engage in collaboration with the firm that is most attractive.
However, the firm is not likely to directly allocate extensive resources to the relation-
ship, as a preferred status must be established over time. The social capital dimensions
may play different roles in building a preferred status. It can be argued that, before
firms begin to collaborate and develop social capital, both partners must be sufficient-
ly attractive for both firms to engage in the relationship. In this way, the different di-
mensions of social capital may be of differing importance depending of the stage of
the relationship (Huttinger, Schiele, & Veldman, 2012; Mortensen, 2012). Further-
more, the structural and cognitive dimensions of social capital have been shown to re-
late to resource exchange both directly and by their positive effect on relational capi-
tal, in which the latter serves as a mediating variable (Tsai and Goshal, 1998). Future
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empirical research may incorporate this perspective and, in so doing, provide a better
understanding of how the different dimensions of social capital relate to one another
and to preferential resource allocation among firms.

Another direction for future research is suggested by an alternative explanation
for preferential resource allocation between firms: It has been argued that symmetries
in resource allocation are influence by a firm’ s relative bargaining power (Porter,
1980) and that firms with strong power positions can extract the best resources (e.g.
Capron and Chatain, 2008). However, firms can obtain superior resource allocation
despite the fact that other firms have a stronger bargaining positions. Dyer and Hatch
(2006) provide an example of this and explain how Toyota entered the U.S. automo-
bile industry while it had less relative bargaining power than its U.S. competitors due
to smaller purchasing volumes. Still, despite this weak power position it was able to
build close relationships with suppliers which enabled Toyota to increase its profit to
an extent that is was larger “than the combined profits of GM, Ford, and DaimlerChrys-
ler. Moreover, (...) Toyota’ s vehicles had roughly 40 percent fewer defects than those
same competitors” (Dyer and Hatch, 2006, p. 702). Similarly, Christiansen and Maltz
(2002), explain how small firms can attract large powerful suppliers and attain privi-
leged access to leading edge technologies. Still, firms outside a cluster might aim to se-
cure resource positions via their relative power (e.g., purchasing power). A discussion
of social interaction versus power in regional clusters has shown to be a relevant dis-
cussion, and firms in regional clusters have an increased knowledge of social behaviors
and an increased awareness of the use of power (Ireland & Webb, 2007). Therefore, to
fully examine the effect of the influence of power of firms outside the cluster, future
research might focus on questions as; which perspective (power vs. social capital) is
more important for resource allocation of firms within and outside regional clusters?
What are the differences and what are the complementarities between these perspec-
tives, and do they interact?

Finally, we use the concept of cluster embeddedness and state that the extent to
which a firm is embedded in a regional cluster positively moderates the relationship
between structural capital, relational capital, cognitive capital and the preferential re-
source allocation between firms. As we build on the social capital perspective, our
framework might provide an explanation for why some cluster perform better than
others and why proximity advantages alone is not sufficient to explain the competitive
advantage of clusters (KKukalis, 2010; Steinle & Schiele, 2008). As Westlund and Adam
(2010) conclude from an extensive literature review; the social interaction on the level
of individual firms has unambiguously shown to lead to higher levels of firm perfor-
mance, on a regional level, however, the results were less clear. Incorporating the so-
cial capital dimensions and the cluster embeddedness perspective in future empirical
research can help to explain why some clusters perform better than others. Literature
provides examples on how to do this for the social capital dimensions. For example,
structural embeddedness can be measured as the centrality (measured in number of in-
ter-firm links) of a firm (Wasko & Faraj, 2005). To measure cluster embeddedness, re-
searchers could adopt reflective items as “our firm’ s suppliers and competitors are lo-
cated in proximity”, or “my firm frequently interacts with firms from the same indus-
try that are located nearby”. In doing so, future empirical studies on the proposed
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moderating effect of cluster embeddedness on the social capital constructs from our
framework might provide important insights into the differing levels of the competi-
tive advantage of regional clusters.
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