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Italian industrial districts today
Between decline and openness to  
global value chains

Elisa Giuliani and Roberta Rabellotti

2

Introduction
In 1979, Giacomo Becattini resuscitated the Marshallian industrial district (ID) concept1 
to explain the rapid process of industrialization during the 1970s in the central and north- 
eastern parts of Italy. In these areas, numerous spatial agglomerations of small and medium- 
sized enterprises (SMEs), specialized in different phases of the same production process, 
KDG�DFKLHYHG�HFRQRPLHV�RI�VFDOH�FRPSDUDEOH�WR�WKRVH�HQMR\HG�E\�ODUJH�¿UPV��,Q�SDUWLFXODU��
Becattini emphasized the social dimension of the ID, stressing the co- existence of popula-
WLRQV�RI�¿UPV�DQG�WKH�ORFDO�FRPPXQLW\�RI�SHRSOH��DQG�D�VKDUHG�KRPRJHQRXV�V\VWHP�RI�YDO-
ues and norms, which was the ground for trustful interactions.

During the 1980s, the Italian industrial growth model based on IDs was widely celebrated 
in the international literature, and was often presented as an answer to the crisis in the capi-
talist system based on large companies (Piore and Sabel, 1984). IDs or as the international 
literature describes them, industrial clusters,2 proliferated also outside of Italy, with many 
DJJORPHUDWLRQV�RI�VPDOO��VSHFLDOL]HG�¿UPV�EHLQJ�HVWDEOLVKHG�DURXQG�WKH�ZRUOG�3 The concept 
rapidly became relevant for policy, and in the early 1990s several programs were initiated 
across Europe, mainly in Italy, Spain and Denmark, alongside some examples in the USA, 
to facilitate the emergence and sustain the development of clusters (OECD, 2007).

Up to the early 1990s, Italian IDs displayed remarkable economic dynamism in sales, 
H[SRUWV��HPSOR\HHV�DQG�SUR¿WV��DQG�FHUWDLQO\�SOD\HG�D�FHQWUDO�UROH�LQ�WKH�JURZWK�RI�WKH�GRPHV-
tic manufacturing system (Signorini, 2000; Brusco and Paba, 1997). However, in the succeed-
ing years, which coincided with a general downturn in the Italian economy, IDs have been 
at the centre of a lively economic and political debate in which the widespread enthusiasm 
of the past was replaced by increasing and diffused criticism (OECD, 2014). According to 
PDQ\�VFKRODUV��GLVWULFWV�DUH�RQH�RI�WKH�PDLQ�FXOSULWV�RI�,WDO\¶V�LQGXVWULDO�GHFOLQH��XQ¿WWHG�WR�
face the challenges of globalization and the information and communication technology (ICT) 
revolution, due mainly to the GZDU¿VP�RI�WKHLU�PDQXIDFWXULQJ�¿UPV��DQG�WKHLU�VSHFLDOL]DWLRQ�
in traditional industries (among others see Onida, 2004; Nardozzi, 2004; Ramazzotti, 2010).

The debate on the contribution of IDs to the most recent downward trends in the Italian 
economic system has been fuelled by a rich empirical literature, which explores the many 
structural changes occurring in the districts. In this context, Rabellotti et al. (2009) argue 
that currently, Italian IDs are undergoing radical transformations, and are evolving towards 
new industrial organization forms: some districts are experiencing deep crisis, while others 
are successfully facing globalization and increased international competition.

The aim of this chapter is to document these changes by surveying the numerous empirical 
studies in the literature, and by discussing the challenges that Italian IDs must overcome to 
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survive and prosper in a highly competitive global market. Based on the available evidence, 
this chapter discusses how the emergence of aggressive international competitors in low- cost 
countries, the stagnation of “traditional” target markets (i.e. the domestic and EU markets), the 
growing demand from emerging countries, rising technological complexity, and the increas-
LQJ�RUJDQL]DWLRQ�RI�SURGXFWLRQ�DORQJ�JOREDO�YDOXH�FKDLQV��*9&��DUH�LQÀXHQFLQJ�,WDOLDQ�,'V¶�
strategies and outcomes.

The fading of the district effect
6HYHUDO�HPSLULFDO�VWXGLHV�FRQ¿UP�WKH�H[LVWHQFH�RI�D�GLVWULFW�HIIHFW� WLHG�WR�WKH�SUHVHQFH�RI�
ID- level external economies and spillovers, and consisting of superior local availability of 
knowledge, technology, skilled labour, specialized suppliers and other resources (Fabiani 
HW�DO���������&DLQHOOL�DQG�'H�/LVR���������7KXV��PRVW�UHVHDUFK�RQ�,'V�FRQGXFWHG�EHIRUH�DQG�
RU�GXULQJ� WKH�����V� VXJJHVWV� WKDW�GLVWULFW�¿UPV�RXWSHUIRUP�QRQ��GLVWULFW�¿UPV� LQ� WHUPV�RI�
returns on investment and equity, value added per worker and propensity for product and 
process innovation.
+RZHYHU��VRPH�UHFHQW�VWXGLHV�¿QG�WKDW� WKLV�GLIIHUHQFH�LQ�WKH�SHUIRUPDQFH�RI�GLVWULFW�DQG�

QRQ��GLVWULFW�¿UPV�KROGV��)RUHVWL�HW�DO���������RQO\�LQ�WKH�FDVH�RI�XUEDQ�FOXVWHUV�ZKRVH�¿UPV�VWLOO�
DSSHDU�WR�EHQH¿W�IURP�D�district effect (Di Giacinto et al., 2014).4 Di Giacinto and colleagues 
show that Italian districts generate local productivity advantages which are appropriated more 
HIIHFWLYHO\�E\�OHVV�HI¿FLHQW�¿UPV��ZKLOH�WKH�H[WHUQDOLWLHV�DULVLQJ�LQ�FLWLHV�DUH�H[SORLWHG�EHWWHU�E\�
PRUH�HI¿FLHQW�HQWHUSULVHV��,Q�WKH�VDPH�YHLQ��,X]]ROLQR�DQG�0HQRQ��������VWXG\�FOXVWHUV�ORFDWHG�
in the Northeast of Italy, and test for the existence of two different types of district effects. 
)RU������WR�������WKH\�¿QG�D�VOLJKWO\�SRVLWLYH�DJJORPHUDWLRQ�HIIHFW�IRU�TXDOLW\�RI�LQIUDVWUXF-
WXUHV��EXVLQHVV�VHUYLFHV�DQG�KXPDQ�FDSLWDO�DFURVV�DOO�FOXVWHU�¿UPV��DQG�RYHU�WKH�ZKROH�SHULRG�
1993–08, a negative specialization effect for knowledge spillovers, specialized labour pool 
DQG�DYDLODELOLW\�RI�KLJK��TXDOLW\�LQSXWV�H[SORLWDEOH�RQO\�E\�¿UPV�LQ�WKH�PDLQ�VHFWRU�RI�FOXVWHU�
specialization. After this, from 2006 the effect becomes zero or slightly negative. A conse-
TXHQFH�RI�WKLV�¿QGLQJ�RI�GHFUHDVLQJ�LPSRUWDQFH�RI�WKH�GLVWULFW�HIIHFW�LV�LQFUHDVHG�GLYHUVLW\�RI�
SHUIRUPDQFH��L�H��HPSOR\PHQW�DQG�¿UP�SUR¿WDELOLW\��ERWK�ZLWKLQ�DQG�EHWZHHQ�FOXVWHUV��7KLV�
diversity is the focus of the next section.

Diversity within and between districts

'LYHUVLW\�DPRQJ�GLVWULFW�¿UPV

Firms in Italian districts have proven to be far more heterogeneous – in terms of both size and 
performance – than conventionally is envisaged (Bronzini et al., 2013). Compared to larger 
¿UPV��VPDOO�¿UPV��ZLWK�WXUQRYHU�RI�OHVV�WKDQ�(85����PLOOLRQ��DUH�PRUH�IUDJLOH�DQG�OHVV�FDSDEOH�
of coping with globalization and innovation challenges (Intesa Sanpaolo, 2013; Bronzini et al., 
�������0DQ\�RI�WKHVH�¿UPV�KDYH�EHHQ�XQDEOH�WR�VXUYLYH�LQ�WKH�QHZ�KLJKO\�FRPSHWLWLYH�JOREDO�
FRQWH[W��ZKLFK�LV�FRQ¿UPHG�E\�WKHLU�UHFHQW�PDVVLYH�H[LW�IURP�WKH�PDUNHW��$FFRUGLQJ�WR�&RQ¿Q-
dustria (2013), in Italy 55,000 manufacturing companies closed between 2009 and 2012, with 
small enterprises in the Northeast where many districts are located being the most affected in 
the country. Among sectors, the worst affected were pharmaceuticals, textiles and clothing, 
DQG�OHDWKHU��(PSLULFDO�DQDO\VLV�FRQ¿UPV�WKDW�LQ�WKH�QRUWK��HDVWHUQ�GLVWULFWV�PHGLXP��ODUJH�¿UPV�
�ZLWK�WXUQRYHU�JUHDWHU�WKDQ�(85����PLOOLRQ��DUH�IDULQJ�EHWWHU�WKDQ�VPDOOHU�¿UPV��,X]]ROLQR�DQG�
0HQRQ���������7KH�LQFUHDVLQJ�LPSRUWDQFH�RI�PHGLXP��ODUJH�¿UPV�LV�DOVR�PDGH�HYLGHQW�E\�WKH�
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HPHUJHQFH�RI�OHDGLQJ�¿UPV�LQ�VRPH�GLVWULFWV��VXFK�DV�7RG¶V�LQ�WKH�IRRWZHDU�VHFWRU��/X[RWWLFD�LQ�
the optical industry, Zegna in the luxury wool sector and Riello, which is specialized in heating 
HTXLSPHQW��0DQ\�RI�WKHVH�¿UPV�DUH�VWLOO�IDPLO\��UXQ�DQG�¿QG�,'V�WR�EH�D�QDWXUDO�HQYLURQPHQW�
for their development (Colli, 2005).
%XVLQHVV� JURXSV��ZKLFK� DUH� JURXSV� RI� ¿UPV�ZLWK� WKH� VDPH� RZQHUVKLS� EXW�ZKLFK� DUH�

legally independent, often populate districts (Iacobucci and Rosa, 2005). Apart from mini-
PL]LQJ� WUDQVDFWLRQ�FRVWV� �:LOOLDPVRQ��������� LQ� ,WDOLDQ�GLVWULFWV� WKH�FUHDWLRQ�RI�EXVLQHVV�
JURXSV�RIWHQ�LV�PRWLYDWHG�E\�WKH�QHHG�WR�UHVROYH�FRQÀLFWV�ZLWKLQ�IDPLOLHV�DULVLQJ�IURP�JHQ-
erational changes, and a desire to absorb new human resources without losing ownership 
control. This results in new linked enterprises, often owned by former employees of the 
JURXS¶V�OHDGHU��&DLQHOOL�HW�DO����������*URXSV�FDQ�EH�FUHDWHG�DOVR�WR�UHGXFH�WUDQVSDUHQF\��
RIWHQ�IRU�¿VFDO�UHDVRQV�EHFDXVH�FRPSOH[�JURXSV�DUH�PRUH�OLNHO\�WR�EH�LQYROYHG�LQ�WD[�HYD-
sion. Cainelli et al. (2006) show empirically that groups are more widespread in district 
than in non- district areas, and can be considered an organizational strategy adopted by 
many enterprises to grow, expand and diversify their economic activities. The increasing 
number of business groups is forcing a reconsideration of the average dimension of Italian 
¿UPV��$FFRUGLQJ�WR�&DLQHOOL�DQG�,DFREXFFL���������LI�EXVLQHVV�JURXS�LV�WKH�HFRQRPLF�XQLW�
RI�DQDO\VLV��WKLV�LQFUHDVHV�WKH�DYHUDJH�VL]H�RI�,WDOLDQ�¿UPV�IURP����WR�����HPSOR\HHV��7KXV��
WKH�DYDLODEOH�HPSLULFDO�HYLGHQFH�VKRZV�WKHUH�LV�ZLGH�GLYHUVLW\�DPRQJ�FOXVWHU�¿UPV�GHSHQG-
ing on their size, performance and patterns of local and global involvement described in 
detail below, which has consequences for the distribution of capital, knowledge and market 
power in the district.

'LYHUVLW\�DPRQJ�GLVWULFWV

District- level performance varies widely across industries: mechanical IDs have been one of 
the best performers with steady positive trends in employment over the period 1993–2008; 
in contrast “Made in Italy” IDs specialized in the production of clothing and shoes, have 
registered more negative trends, especially in employment (Accetturo et al., 2013).

There has been a tendency also for IDs to change their specialization over time. There is 
increasing systematic evidence that countries and regions are more likely to diversify into 
VHFWRUV�WKDW�DUH�FORVHO\�UHODWHG�WR�WKHLU�WUDGLWLRQDO�DFWLYLWLHV��+LGDOJR�HW�DO����������'LYHUVL¿-
cation in related sectors is often a path- dependent process, arising from the re- use and adap-
tation of existing technological, knowledge, organizational and commercial capabilities and 
DVVHWV��7KLV�PRYHPHQW�RI�¿UPV�DQG�FOXVWHUV�LQWR�QHZ�EXW�RIWHQ�UHODWHG�LQGXVWULHV�LV�GHVFULEHG�
LQ�WKH�*9&�OLWHUDWXUH�DV�FKDLQ�XSJUDGLQJ��*HUHI¿�HW�DO���������

In response to the widening of market opportunities to include new countries, a number of 
,WDOLDQ�GLVWULFWV�KDYH�H[SHULHQFHG�D�VSRQWDQHRXV�VKLIW�LQ�VSHFLDOL]DWLRQ�IURP�¿QDO�JRRGV�VXFK�
as clothing and shoes, which often are characterized by cost- based competition, to capital 
goods such as clothing and footwear industry machinery. In this case, technological capa-
bilities provide competitive advantage over competitors in emerging markets. Between 1991 
and 2001, 21 Italian IDs changed their industry specialization with one- third moving into 
WKH�PHFKDQLFDO�LQGXVWU\��5DEHOORWWL�HW�DO����������'LYHUVL¿FDWLRQ�LQ�D�UHODWHG�¿HOG�LV�FRP-
mon. Some examples of specialization shifts include Schio and San Bonifacio (Veneto) pre-
viously specialized in textiles are now producers of textiles machinery, and Canelli which is 
located in the core wine region of Piedmont is now a centre for the production of machinery 
for the wine industry, while Mirandola (Emilia- Romagna) has shifted from textiles to the 
mechanical and biomedical industries.



24 Giuliani and Rabellotti

The internationalization of IDs and their connections to global value chains

IDs and exports

&OXVWHUV� WUDGLWLRQDOO\� KDYH� EHHQ� LPSRUWDQW� FRQWULEXWRUV� WR� ,WDO\¶V� LQWHUQDWLRQDO� WUDGH� SHU-
formance. In industries such as jewellery, glass and musical instruments, IDs account for 
PRUH�WKDQ�����RI�,WDOLDQ�H[SRUWV��DQG�LQ�WKH�WH[WLOH��FORWKLQJ�DQG�OHDWKHU�VHFWRU�WKH\�DFFRXQW�
IRU�PRUH� WKDQ� ����RI� H[SRUWV� �,67$7�� �������2YHUDOO�� ,WDOLDQ� ,'�¿UPV¶� H[SRUWV� DFFRXQW�
IRU�DSSUR[LPDWHO\�����RI�WRWDO�QDWLRQDO�PDQXIDFWXULQJ�H[SRUWV��,67$7��������ZLWK�FHUWDLQ�
,'V�DFFRXQWLQJ�IRU�YHU\�VLJQL¿FDQW�ZRUOG�PDUNHW�VKDUHV��IRU�H[DPSOH�6DVVXROR�ZLWK�����
RI�ZRUOG�H[SRUWV�LQ�FHUDPLF�WLOHV��3UDWR�ZLWK����RI�ZRUOG�WH[WLOH�H[SRUWV�DQG�$UH]]R�ZKLFK�
FRQWULEXWHV������WR�ZRUOG�MHZHOOHU\�VDOHV��)RUWLV�DQG�&DUPLQDWL��������
6LQFH� WKH�����V�� ,'V�H[SRUWLQJ�¿UPV�KDYH�SURJUHVVLYHO\�XSJUDGHG� WKH�TXDOLW\�RI� WKHLU�

products in an effort to avoid direct competition with emerging market production. Initially, 
WKLV�VWUDWHJ\�ZDV�VXFFHVVIXO��DQG�¿UPV�ZHUH�DEOH�WR�DSSO\�PDUN�XSV�WR�WKH�PDUJLQDO�FRVWV�
of many products and in many destination markets (Monti, 2005). The Biella cluster is an 
example here. Following a severe crisis characterized by the exit of a high number of small 
¿UPV�� D� IHZ� ORFDO� FRPSDQLHV�DVVXPHG� OHDGLQJ� UROHV� LQ� WKH�*9&V�FRRUGLQDWLQJ� ORFDO� DQG�
external suppliers. They then reoriented their production towards very high- quality luxury 
fabrics such as cashmere, alpaca and vicuna, and increased their investments in marketing 
and branding.

However, a study by Giovannetti et al. (2013) shows that China is challenging Italy 
even in its prime market segments. The Italian IDs most at risk though, are those spe-
cialized in low- tech, traditional goods whose quality differs very little from the offers 
from low- cost competing countries such as China. Since patterns of national export 
VSHFLDOL]DWLRQ� WHQG� WR�FKDQJH�VORZO\�RYHU� WLPH�� ,WDO\¶V�YXOQHUDELOLW\� WR�&KLQD�DSSHDUV�
unlikely to diminish in the near future. Bugamelli et al. (2010) show that the pressure 
of Chinese competition is stronger in low- skill sectors such as textile, apparel, leather 
JRRGV�DQG�IXUQLWXUH��DQG�LV�KLJKO\�KHWHURJHQHRXV�DFURVV�¿UPV�GHSHQGLQJ�RQ�WKHLU�SUR-
GXFWLYLW\�OHYHOV��7KH�FRPSHWLWLRQ�LV�PRUH�VHYHUH�IRU�OHVV�SURGXFWLYH�¿UPV��ZKLFK�SUH-
sumably, are less capable of responding to this pressure by applying product upgrading 
and specialization strategies. At the same time, China has been pursuing a strategy of 
upgrading in order to produce higher quality items for export, which makes it an even 
tougher competitor for Italy. Thus, the challenge is to do more than quality up- scaling.

IDs involvement in global value chains

)RU�GLVWULFW�¿UPV��FRQQHFWLRQ�WR�*9&V�FDQ�EH�D�YLDEOH�VWUDWHJ\�WR�UHYDPS�GLVWULFWV��DQG�DYRLG�
their slow down. As discussed in the Introduction to this book, production increasingly is 
RUJDQL]HG�DORQJ�YDOXH�FKDLQV��ZKLFK�FURVV�FRXQWULHV��2QH�RU�PRUH�OHDG�¿UPV��W\SLFDOO\�PXO-
WLQDWLRQDOV�FRUSRUDWLRQV�ZLWK�FRQVLGHUDEOH�PDUNHW�SRZHU��XVXDOO\�FRRUGLQDWH�WKHVH�*9&V��,'V¶�
involvement in GVCs is a relatively new phenomenon; the economic success of Italian 
,'V�RULJLQDOO\�ZDV�EDVHG�RQ�GHHS�VSHFLDOL]DWLRQ�DORQJ�D�YDOXH�FKDLQ�FRQ¿QHG�SUHGRPLQDQWO\�
within a geographically bounded area. However, in the current global competition land-
VFDSH��PDQ\�¿UPV�KDYH�H[WHQGHG�WKHLU�VXSSO\�FKDLQV�EH\RQG�GLVWULFW�ERUGHUV��%HOXVVL�DQG�
Sammarra, 2010; Chiarvesio et al., 2010; De Marchi et al., 2014; Rabellotti, 2004).

The involvement in GVCs of Italian clusters differs depending on the characteristics of 
WKHLU�¿UPV�� DQG� WKHLU� FRPSHWLWLYHQHVV� VWUDWHJLHV��%DVHG�RQ� WKHVH�GLIIHUHQFHV��ZH�SURSRVH�
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three stylized models of ID- GVC involvement which we consider to characterize Italian 
IDs: (1) Low- road IDs, (2) Locally rooted GVC- led IDs, and (3) Outward- oriented GVC- led 
IDs��VHH�)LJXUH�������:H�GLVFXVV�WKHVH�PRGHOV�LQ�WKH�FRQWH[W�RI�WKH�YDOXH�FKDLQ�DFWLYLWLHV�
SHUIRUPHG�ZLWKLQ�WKH�,'V��DQG�LQ�WHUPV�RI�WKH�YDOXH��DGGHG�JHQHUDWHG�DW�GLVWULFW�OHYHO��:H�
FRQMHFWXUH�WKDW�WKH�UHODWLRQVKLSV�EHWZHHQ�WKHVH�IDFWRUV�WDNH�WKH�IRUP�RI�WKH�6WDQ�6KL¶V�VPLO-
ing curve. In what follows, we describe the three models and their characteristics.

Model 1: low- road IDs

Low- road IDs models include districts characterized by a predominance of small and rather 
LQHI¿FLHQW�¿UPV��PDLQO\�XQGHUWDNLQJ�ORZ��YDOXH�DGGHG�PDQXIDFWXULQJ�WKDW�WKH�OLWHUDWXUH�VXJ-
gests has been negatively affected by the fading of the district effect. Firms in low- road IDs 
have reacted to international pressures mainly by outsourcing large parts of their production 

Figure 2.1 Stylized models of ID- GVC involvement in Italy
Source: Authors.
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to countries with comparative advantage in labour costs (Humphrey and Schmitz, 2002). 
For instance, Amighini and Rabellotti (2006) found that some footwear districts in the south 
of Italy, specialized in low- price market segments, had outsourced a large proportion of 
their intermediate production abroad. This left very few production activities within the 
district, and few possibilities for adding value due to the very low investments in brand-
LQJ�DQG�GHVLJQ�E\�GLVWULFW�¿UPV��7KH�SUHVVXUH�RI�FRVW��EDVHG�LQWHUQDWLRQDO�FRPSHWLWLRQ�KDV�
FDXVHG�WKHVH�GLVWULFWV�WR�VXIIHU�D�JHQHUDO�GHFOLQH�WKH�QXPEHUV�RI�ERWK�HPSOR\HHV�DQG�¿UPV��
In some cases, this has resulted in a crisis that has threatened the survival of the district. For 
instance in Barletta (Apulia) domestic production has been dismantled and transferred to 
lower labour cost countries on the other side of the Adriatic Sea.

In a comparative analysis of three jewellery clusters, De Marchi et al. (2014) describe 
9LFHQ]D�DV�D�GLVWULFW�FRPSHWLQJ�PDLQO\�RQ�FRVW��³WKH�PDMRULW\�RI�¿UPV�>LQ�9LFHQ]D@�DUH�VWLOO�
XQEUDQGHG� VXEFRQWUDFWRUV��ZKLFK�DUH�YHU\�KDUG�KLW� E\� WKH� FULVLV��7KHVH�¿UPV�EDVHG� WKHLU�
competitive advantage on economies of scale, rather than product differentiation” (p. 871). 
De Marchi et al. (pp. 879–80) say also that:

WKHUH�LV�HYLGHQFH�WKDW�GXULQJ�WKH�UHFHVVLRQ��VRPH�¿UPV�UHDFWHG�E\�³GRZQJUDGLQJ´�WKHLU�
production – e.g. substituting silver for gold (not always successfully because this shift 
requires new and different competences than the use of gold) – while others engaged 
in partial upgrading, improving their products and processes but not performing higher 
value- added activities like design, marketing and retail.

In general, involvement in GVCs by low- road clusters has been less than successful, and 
resulted only in specialization in low value- added manufacturing (see Figure 2.1). Also, 
due to the strong cost competition from suppliers located in developing countries, in some 
cases this has resulted in reduced domestic production. Thus, in this type of district, GVCs 
KDYH�KDG�D�QHJDWLYH�LPSDFW�RQ�WKH�DELOLW\�RI�GLVWULFW�¿UPV�WR�FDSWXUH�YDOXH��DGGHG��DQG�KDV�
favoured lower cost competitors.

Model 2: Locally rooted GVC- led IDs

7KLV�PRGHO�LV�FKDUDFWHUL]HG�E\�D�FRQFHQWUDWLRQ�RI�PHGLXP�WR�ODUJH��VL]HG�¿UPV��ZKLFK�DUH�
KLJKO\�HPEHGGHG�LQ�WKHLU�GLVWULFWV�YLD�EDFNZDUG�DQG�IRUZDUG�OLQNDJHV�ZLWK�RWKHU�ORFDO�¿UPV�
and organizations. These companies consider the local supply chain as key to their business 
success because it facilitates quality, lead times and easy monitoring and control, none of 
which can be guaranteed by distant suppliers (Buciuni and Pisano, 2015; Capasso et al., 
�������+RZHYHU��VHYHUDO�ORFDO�,'�¿UPV�KDYH�FHDVHG�WR�XQGHUWDNH�KLJK�YDOXH��DGGHG�DFWLYL-
WLHV�UHODWHG�WR�GHVLJQ�SURGXFW�GHYHORSPHQW��RU�EUDQGLQJ�DQG�PDUNHWLQJ��RU�ERWK���DQG�KDYH�
RSWHG�WR�EHFRPH�PDQXIDFWXULQJ�VXSSOLHUV�WR�ODUJHU�,WDOLDQ�DQG�RU�LQWHUQDWLRQDO�OX[XU\�EUDQGV�
which retain most of these high value- added activities (Rabellotti, 2004).

An example here is Riviera del Brenta district where several local companies have become 
subcontractors of Italian and international luxury brands that offer a relatively safe high- end 
¿QDO�PDUNHW�IRU�WKHVH�GLVWULFW�¿UPV��5DEHOORWWL���������+RZHYHU��5LYLHUD�GHO�%UHQWD�LV�QRW�MXVW�
D�VXSSOLHU�WR�LQWHUQDWLRQDO�¿UPV��VRPH�KDYH�LQYHVWHG�LQ�WKH�GLVWULFW�E\�VHWWLQJ�XS�QHZ�SURGXF-
WLRQ� IDFLOLWLHV� RU� DFTXLULQJ� LQFXPEHQW� ¿UPV��7KH�¿UVW� RI� WKHVH� LQYHVWPHQWV� LQYROYHG�/RXLV�
9XLWWRQ�0RsW�+HQQHVV\��/90+��ZKLFK�DFTXLUHG�5RVVLPRGD��D�ORFDO�ÀDJVKLS�FRPSDQ\��1H[W��
Chanel, Yves Saint Laurent, and Dior established headquarters for shoe production in the area. 
7KURXJK�WKHLU�DFWLYLW\�LQ�KLJK��HQG�PDUNHWV��PDQ\�5LYLHUD�GHO�%UHQWD�¿UPV�KDYH�PDLQWDLQHG�
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most of their supply relations within the district which has allowed them to monitor quality and 
lead times – key competitive factors in the context of luxury goods and other high- end prod-
XFWV��5LYLHUD�GHO�%UHQWD�LV�FRQVLGHUHG�DQ�LQWHUHVWLQJ�ORFDWLRQ�IRU�*9&�OHDG�¿UPV�EHFDXVH�WKH�
local system has proven capable of improving its production capabilities, dealing with chal-
lenging requests from global designers and leveraging local ecosystem in order to compete.

The Livenza furniture district cluster, which is located in the Northeast of Italy, has 
DGRSWHG�D�VLPLODU�PRGHO��7KH�/LYHQ]D�GLVWULFW�LQFOXGHV�WKH�ODUJHVW�,.($�VXSSOLHU�LQ�(XURSH�
(Buciuni and Pisano, 2015). This company is supported by a large network of local suppli-
ers, and is responsible for connecting global design knowledge to local sources of manufac-
turing and technical production know- how. Another interesting case is the hosiery district of 
&DVWHO�*RIIUHGR��&DSDVVR�DQG�0RUULVRQ��������ZKHUH�,'�¿UPV¶�LQYROYHPHQW�LQ�*9&V�KDV�
resulted in improved production capabilities, and higher product quality, which has allowed 
ORFDO�¿UPV�WR�HQWHU�QHZ�DQG�PRUH�GHPDQGLQJ�JOREDO�PDUNHWV�

Compared to Low- road IDs, this model currently generates more value added at district 
level (see Figure 2.1). However, whether this strategy of maintaining only manufacturing 
and giving up higher value- added activities will endanger the survival of these districts over 
the longer term, it remains to be seen since other countries are rapidly acquiring highly 
skilled production capacity at lower costs.

Model 3: outward- oriented GVC- led IDs

This model of ID- GVC connection is characterized mainly by the presence of medium to large- 
VL]HG�¿UPV��ZKLFK�DUH�VWURQJO\�RXWZDUG��RULHQWHG��7KHVH�¿UPV�SULYLOHJH�LQWHUQDWLRQDO�RU�RWKHUZLVH�
H[WUD��,'�FRPPHUFLDO��VXSSO\��DQG�NQRZOHGJH�OLQNDJHV��RYHU�ORFDO�OLQNDJHV�ZLWK�RWKHU�GLVWULFW�¿UPV�
DQG�RU�RUJDQL]DWLRQV��6RPH�RI�WKHVH�¿UPV�KDYH�JURZQ�E\�HVWDEOLVKLQJ�EXVLQHVV�JURXSV��RWKHUV�
KDYH�EHHQ�DFTXLUHG�E\�IRUHLJQ�PXOWLQDWLRQDO�HQWHUSULVHV�DQG�RU�DUH�VWURQJO\�HPEHGGHG�LQ�*9&V�
,Q�WKHVH�W\SHV�RI�GLVWULFWV��¿UPV�FRPSHWH�LQ�KLJK��HQG��VSHFLDOL]HG��RU�QLFKH�PDUNHWV��WKH\�

globally outsource most of their manufacturing activities but they keep the high value- added 
activities such as R&D, product development, design, branding and marketing within the 
GLVWULFW�ERXQGDU\��7KHLU�RXWZDUG�FRQQHFWLRQV�DUH�RULHQWHG�WRZDUGV�HI¿FLHQF\��VHHNLQJ�RQ�WKH�
SURGXFWLRQ�VLGH��VHH�)LJXUH�������*LYHQ�WKDW�QRW�DOO�WKH�¿UPV�LQ�,'V�DUH�FDSDEOH�RI�EHFRPLQJ�
SURPLQHQW�DFWRUV��WKLV�PRGHO�ULVNV�JHQHUDWLQJ�D�GLVFRQQHFWLRQ�EHWZHHQ�WKH�ODUJHVW�,'�¿UPV�
and the local ecosystem (De Marchi and Grandinetti, 2014).

A case that nicely describes this model is Montebelluna (Veneto), a district focusing on 
SURGXFWLRQ�RI�VSRUWVZHDU�LQFOXGLQJ�VNL�ERRWV��7KH�ODUJHVW�¿UPV�RIIVKRUH�SURGXFWLRQ�WR�ORZHU�
cost countries, and focus their district activities on R&D, marketing and distribution. Sam-
marra and Belussi (2006, pp. 556–557) emphasize the relevance of external knowledge 
transfer through the multinational enterprises in Montebelluna:

a fundamental mechanism that fostered the process of acquisition of external knowledge 
is related to the entry of foreign multinationals in the Montebelluna district through the 
DFTXLVLWLRQ�RI�GLVWULFW�FRPSDQLHV� �� �� �� >EHFDXVH�PXOWLQDWLRQDOV@�DUH�JHQHUDOO\�SURQH�WR�
facilitate knowledge transfer within their own network of foreign subsidiaries, fostering 
their functional upgrading through the transfer of product, process and management 
skills and innovations between the units of their transnational network.

6LPLODUO\��WKH�%HOOXQR�H\HZHDU�GLVWULFW�LQFOXGHV�/X[RWWLFD�ZKLFK�KDV�EHFRPH�WKH�ZRUOG¶V�
largest eyewear group, and a few other business groups that are vertically integrated or 
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connected to an international network of suppliers (De Marchi and Grandinetti, 2014). De 
Marchi et al. (2014) identify a similar pattern of GVC involvement in the jewellery industry 
in Arezzo (Tuscany). The cluster survived a major crisis following the decision of the dis-
WULFW�OHDG�¿UP�WR�GHORFDOL]H�D�FRQVLGHUDEOH�SDUW�RI�LWV�PDQXIDFWXULQJ�DFWLYLWLHV�DQG�LWV�VXSSO\�
chain to Jordan and other developing countries.

In these types of districts, the challenge clearly is maintaining and sustaining local engage-
PHQW�WR�DYRLG�WKH�ULVN�RI�ORFDO�¿UPV�DQG�*9&�OHDG�FRPSDQLHV�SURJUHVVLYHO\�UHORFDWLQJ�WKHLU�
business activities, and separating from and negatively affecting the ID. Empirical evidence 
in McCaffrey (2013) on textile and clothing Italian IDs shows that in some cases, leading 
companies have reduced their local subcontracting arrangements and their engagement with 
local organizations, and increasingly are relying on external links to access knowledge.

To sum up, these three models of ID- GVC connection include low- road IDs mainly spe-
cialized in low value- added manufacturing activities; locally rooted GVC- led IDs focusing 
on higher value- added manufacturing and outward- oriented GVC- led IDs concentrating in 
5	'��GHVLJQ��PDUNHWLQJ��EUDQGLQJ�DQG�GLVWULEXWLRQ�SKDVHV��:H�QRWH��¿UVW�� WKDW� WKH�JOREDO�
dispersion of activities is not always accompanied by higher value added at district level as 
shown by low- road IDs, which have outsourced manufacturing without being able to move 
up the value chain towards design or marketing. Second, to achieve higher value- added 
UHTXLUHV�GLVWULFW�¿UPV�WR�PDNH�WKH�ULJKW�VWUDWHJLF�FKRLFHV�DERXW�PDUNHWV�DQG�WKH�SRWHQWLDO�IRU�
generating value- added. Escaping the low cost- low value- added trap seems to be one reason 
for exploiting GVC connections in order to achieve long- term development.

Conclusions and policy recommendations
The empirical evidence on recent developments in Italian IDs shows that they have reor-
ganized their activities strategically and in different ways. They are very different from the 
1970s and1980s IDs. Our analysis (see Figure 2.1) shows that not all ID models are equally 
successful. That is, the global dispersion of activities does not result in higher value- added 
production at the district level. Many districts have chosen the route of downgrading of their 
activities and searching for ways to reduce costs. However, these strategies are unlikely to 
be successful since the global competition scenario is becoming stronger.

The strategy of escaping the low cost- low value- added trap seems a more promising 
GHYHORSPHQW�VWUDWHJ\��DQG�¿UPV�LQ�RXWZDUG��RULHQWHG�*9&��OHG�,'V�DUH�H[SORLWLQJ�WKHLU�*9&�
FRQQHFWLRQV�WR�IDYRXU�WKHLU�ORQJ��WHUP�GHYHORSPHQW��7KHVH�W\SHV�RI�¿UPV�DUH�PRUH�VWUDWHJLF�
and more forward- looking, and have invested rather than divested, even during crises. They 
have responded to the uncertainty of a rapidly changing global production and innovation 
landscape, by devoting resources to activities – such as R&D, or design – which rarely yield 
LPPHGLDWH�UHVXOWV��DQG�QHHG�FRQVWDQW��VWHDG\�¿UP��OHYHO�FRPPLWPHQW��7KH\�KDYH�FKDOOHQJHG�
WKH�GZDU¿VP�FKDUDFWHUL]LQJ�,'�¿UPV��DQG�KDYH�JURZQ��LQ�VRPH�FDVHV�±�IRU�H[DPSOH�/X[RW-
tica; they have become the international leader in their industry. This is clearly the right 
GLUHFWLRQ��KRZHYHU�� ODFN�RI�RU�EDGO\�GHVLJQHG�SROLFLHV�DUH�QRW�VXSSRUWLQJ�WKHVH�¿UPV�DQG�
these IDs. This might be the reason why many IDs chose the easy route and have become 
low- road IDs, or locally rooted GVC- led IDs.

There are several implications for policy that can be derived from this chapter. First, IDs 
are changing; they are complex adaptive systems made up of different components with 
HYROYLQJ�IXQFWLRQV�DQG�LQWHUUHODWLRQVKLSV��7KH�SRSXODWLRQ�RI�WKH�¿UPV�LQ�D�GLVWULFW�LV�OLNHO\�
to change further due to high entry and exit dynamics. Martin and Sunley (2011, p. 1300) 
SRLQW�RXW�WKDW��³>GLVWULFWV@�FRPH�DQG�JR��WKH\�HPHUJH��JURZ��PD\�FKDQJH�LQ�FRPSOH[LRQ�DQG�
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orientation, may undergo reinvention and transformation, and may eventually decline and 
even disappear. In short, they evolve.” Policy- makers need to be aware of and take account 
of these changes. They must abandon any romantic notions of Italian IDs, and avoid design-
ing policies inspired by earlier Marshallian ID models. These former ID models and the 
macro- economic conditions that prevailed in the 1970s and 1980s no longer exist. Italian 
IDs can no longer compete on costs, this is not viable and will result only in a race to the 
bottom, which the experience of many developing countries shows is not conducive to a 
sustainable economic development process.

Policy- makers should design long- term industrial policies; these have been lacking in 
Italy for at least two decades (De Blasio and Lotti, 2008, Onida and Viesti, 2016). These 
policies should identify potential development paths for IDs that recognize and enable 
transformations to industry specializations, and facilitate internationalization and GVC 
involvement. These efforts must be coordinated by national government, which must 
participate directly in an overall, country- level industry strategy. Policy- makers need to 
be better informed about strategic industries, and districts that are in need of support or 
incentives. This would be in the spirit of mission- oriented policy making. However, it will 
require policy- makers to have adequate levels of knowledge and skills, and in Italy, this 
cannot be taken for granted. A recent Bank of Italy study states that:

policy- makers have limited information about the development potential of industries 
DQG�RWKHU�HFRQRPLF�DFWLYLWLHV��DQG�PRUHRYHU��WKH\�RIWHQ�IROORZ�WKH�VSHFL¿F�LQWHUHVWV�RI�
corporative groups, thereby biasing the allocation of public funds. By so doing, they run 
the risk of taking decisions that might hamper rather than promote economic growth.

(Accetturo et al., 2013, p. 30, our translation)

Finally, although this Chapter has focused on Italian IDs and their evolution towards con-
nection to GVCs, we believe that this discussion and the proposed ID organizational models 
could apply to other European countries facing similar challenges, which includes most of 
continental and Southern European countries. Given the decline suffered by most of these 
economies, policies able to support and promote the co- evolution of districts and GVCs are 
VWURQJO\�QHHGHG��7KH�REMHFWLYH�FRXOG�EH�WR�GHVLJQ�SROLFLHV�WKDW�ZRXOG�VWUHQJWKHQ�,'V¶�H[WHU-
QDO�FRQQHFWLRQV��LQFOXGLQJ�DFURVV�GLIIHUHQW�FOXVWHUV�ZRUOGZLGH��DQG�VXVWDLQLQJ�ORFDO�¿UPV¶�
LQVHUWLRQ�LQ�*9&V��7KLV�ZRXOG�LQFUHDVH�60(V¶�PDUNHW�VKDUHV�LQ�LQWHUQDWLRQDO�PDUNHWV��DQG�
foster their (often too weak) levels of internationalization. To achieve this will require the 
GHYHORSPHQW�RI�SURJUDPV�WKDW�ZRXOG�KHOS�ORFDO�¿UPV�WR�PHHW�TXDOLW\�VWDQGDUGV��DQG�FHUWL¿-
cation requirements, which often are essential for connection to GVCs, and help to identify 
new market opportunities and new market segments. Support for domestic medium and 
ODUJH�¿UPV�WR�PRYH�WR�WKH�KHDG�RI�*9&V�LQ�RUGHU�WR�FDSWXUH�WKH�KLJKHVW�YDOXH�VHJPHQWV�LV�
FUXFLDO��*HUHI¿�DQG�6WXUJHRQ��������S�������FRQFOXGH�WKDW��³*9&��RULHQWHG�LQGXVWULDOL]DWLRQ�
and GVC- oriented industrial policies appear to be elements of the current industrial land-
scape that are here to stay.”
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Notes
�� 5HFDOO� WKDW� LQ� WKH� ODWH� ��WK� FHQWXU\� LQ�(QJODQG��$OIUHG�0DUVKDOO� ������� S�� �����ZDV� WKH�¿UVW� WR�
LQWURGXFH� WKH�FRQFHSW�RI� LQGXVWULDO�GLVWULFW�GH¿QHG�DV�D�³FRQFHQWUDWLRQV�RI� VPDOO�EXVLQHVVHV�RI�D�
similar character in particular localities”, taking advantage of external economies and industrial 
atmosphere.

2 In this chapter, the terms cluster and district are used interchangeably.
3 Pyke and Sengenberger (1992) present a collection of empirical studies on clusters in Denmark, 

Germany, Spain and Canada, among others. For empirical cases in developing countries, see van 
Dijk and Rabellotti (1996). Becattini et al. (2009) provide a recent survey of empirical studies on 
clusters within and outside Europe.

4 A possible reason why district effects have faded recently might be related to Audretsch and Feld-
PDQ¶V�������� LQWXLWLRQ�WKDW� ORFDO�NQRZOHGJH�VSLOORYHUV�PDWWHU�PRVW�GXULQJ�WKH�HDUO\�VWDJHV�RI�DQ�
industry development cycle, and less so for mature clusters when technology is consolidated and 
there is less scope for innovation.
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