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Does Geography Matter
in Technological Partner Selection?

JO Yur

Abstract : This paper investigates what kind of technological partner firms want to
cooperate with in terms of partner location. Two geographical factors are considered. One
is geographical proximity, given the tradeoff between the effectiveness of knowledge
spillovers in proximity and diverse knowledge absorption from geographically distant
partners. The other is how many other firms are co-located with potential partners
because it is known that clustering regions can create more technological outputs.
Analysis on 2008 Korea Innovation Survey data finds that partner proximity is the single
most important factor in choosing a cooperation partner. While firms that are located in
a region crowded with related industries prefer proximate partners, others that are
surrounded by unrelated industries are more likely to cooperate with distant partners.

The findings suggest that geographical proximity matters in partner selection because
it not only stimulates knowledge spillovers but also reduces costs involving R&D
cooperation such as monitoring costs and information costs. Moreover, firms take into
consideration both the benefits and risks of clustering regions. If there are so many
unrelated firms that they create agglomeration diseconomies such as congestion costs and
unintentional knowledge leakages, firms are more likely to try to find their cooperation

partners in other regions.

Key Words : R&D cooperation, knowledge spillovers, agglomeration (dis)economies
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2002; Hernén et al,, 2003), o1¥ 7|9 EYE Ast=A|ol el e oz A543t
A tHBelderbos et al., 2004b; Fritsch and Lukas, 2001; Lopéz, 2008). 711¢] =7], A
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2005; Roller et al., 2007, Lhuillery and Pfister, 2009; Lee et al., 2010), 71} SJEY <} A
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HYvEY A w55 s FFHU} Ha )

AR SIC3_FIRMS 976 158 423 0 5976

MFG_FIRMS 976 7,120 8,950 349 34,831

- SIC3_FIRMS 1,280 146 343 0 5976

MFG_FIRMS 1,280 7,120 8,549 349 34,831

oz SIC3_FIRMS 1,664 154 344 0 3,645

MFG_FIRMS 1,664 7,120 8,548 349 34,831

SIC3_FIRMS 2,016 169 403 0 5976

o & MFG_FIRMS 2,016 7,120 8,047 349 34,831
NUM_UNI 2,016 25 14 7 59

SIC3_FIRMS 1,584 143 304 0 3,645

ARATA MFG_FIRMS 1,584 7,120 8,548 349 34,831
NUMLINS 1,584 15 12 1 47
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