ABSTRACT
Owing to globalization, municipalities face new k#ages with local firms increasingly adopting

relocation strategies to transfer their activitesther locations more suitable for serving their
ternational operations. In order to prevent logah$ to relocate abroad, local municipalities need
understand what factors influence a firm’s decigmrelocate and not least how the municipality
can prevent the local firms from doing this. Thagppr examines small and medium sized interna-
tional firms’ intention to relocate. First we dissuhow a loyalty approach can help regions to bette
understand firm’s propensity to relocate and wegssgja number of hypotheses in relation hereto.
Next, we test our suggested hypotheses on datectadl from international firms located in Danish
municipalities. The results to a large extent suppor hypotheses and thus show that a loyalty

approach may be a useful way to understand hoanichor’ the locals firms within a region.
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AN EXAMINATION OF INTERNATIONAL FIRMS’ INTENTIONS TO RELOCATE:

A LOYALTY APPROACH

INTRODUCTION

Classical industrial location theory, first fornmdl by Weber in the beginning of thé"2@ntury

(see e.g. Weber, 1929), theorized that individuald choose the location that minimizes the cost
of production at optimal production level. In Webanodel, demand was assumed to be constant in
both quantity and location, and production takee@lat a single location, too. Therefore, transpor-
tation cost associated with production as welliagidution processes became the principal factor
in determining firms’ location. In international §iness these location factors where focused on
explaining the origin, level, pattern and growthlod offshore activities of the firms. In the seatin
article by Dunning (1998) he explores three factbat influence this development. Thest con-
dition — Ownership — answered the ‘why go abroadhow is it possible to go abroad’ question. O
advantages were characteristics of MNEs that daema ta net competitive advantage over other
firms supplying particular foreign markets. Téecondcondition — Location deals with the ‘where’
or ‘why do firms produce in one country rather th@manother’ question. L advantages meant that it
was more profitable for the firm to use its O adages together with factor inputs outside the
home country. Dunning (1979) simply listed L adweay#s (e.g., spatial distribution of inputs and
markets, transport and communication costs, goventimtervention, psychic distance) without
grouping them. Théhird condition — Internalization answers the *how’ by ‘which route’ ques-
tion. | advantages meant that it was more benéticithe firm to use its O advantages internally
rather than lease or sell them in the external etafbunning (1993) saw the incentives of firms to
internalize activities as twofold: to either aveing disadvantages of imperfections in external me-
chanisms for allocating resources or capitalizé¢hemadvantages.

Firms often benefit from their presence in physgdce. The access to external resources that
comes when operating in the “right” place helpmérto develop their own resources, consolidate
their competitive positions, and nurtures theinvgto(Dunning, 1998; Foss and Eriksen, 1995; Por-
ter, 1990; Rasmussen and Servais, 2002). The adalifpenefit that firms in a particular location
have in relationship to firms in other locationg;isttutes the focal point in the location advantage
In essence, the location advantage arises from ordess privileged access to external resources.
Since, among the determinants of international gpctdn and growth of the firm, location advan-
tage has received the least attention in managestggies, we have a less clear understanding of
the process by which it is created (Dunning, 1998).

In this process the local authorities (municipatityregion) play an important but also dual role.
Local authorities naturally want to serve theirdbfirms optimally in order to help them expand
and subsequently create more work for local ciszamd to tax payers. Yet, they may face a di-



lemma. On the one hand the local authorities wanteate optimal conditions for their local firms
in hope for their growth and eventual internatiaration. On the other hand, evidence shows that
as firms internationalize their likelihood for rebttion increases (Rasmussen, Servais and Jensen
2007), and subsequently possible loss of work glacel firm taxes. To cope with these problems
naturally the municipalities are concerned abouwt tmprevent firms from relocating and eventual-
ly how to attract new firms to the municipality. Treat end, the municipalities need to understand
what factors cause a firms choice of location aad |least, what factors make the firms stick to the
chosen municipality. This paper deals with thesestjans. First, we briefly review theories of
firms’ location choice and relocation decisionsc@w®l, we introduce Dick and Basu’s (1994)
framework of customer loyalty and discuss how ttasnework may be applied within the context
of firm’s decisions to relocate or stick to thecation. Various antecedents to and consequences of
place loyalty are suggested and formalized in spwading hypotheses. Next, we test our hypo-
theses on data collected from international firatated in Danish municipalities. And finally, we
discuss how our findings can be used by municipalib build place loyalty among their local

firms.

THEORETICAL BACKGROUND

Location theories

Following Hayter (1997) a distinction could be madehree types of location theories; a neo- clas-
sical, a behavioral and an institutional approddte firm has a history, and this history is likéby
have an influence on the location outcome of tlecgss. Some factors push towards a location
whilst others might drag the firm into a locatiénsimilar distinction exists betwegyush andpull
factors in marketing. Location theory focuses om aptimal location choice, which can be defined
as the location factors determining the attragtioit a site for firm location, opull factors. Since
the firm has a history location theory must aldeetanto account the first step, thash out of the
present location; that is if we do not considergmteneurial start-ups. In this respect Hayter 7399
refers to two paths of development. The first is $hedbedstart-up where the motivation is the
desire to live in one’s own locality. The rationaédethe fact that new entrepreneurs are thoroughly
familiar with their home locals and within thesedées they are likewise known. As such they have
contacts to local financial institutions, knowledgfdocal markets, understanding of the characteris
tics of local labor, available equipment and sugrgliand logistics. The home of the entrepreneur
provides a ready-made company headquarter andyitana while host manufacturing. Local en-

trepreneurs thereforenherit considerable knowledge about their locatieonment as part of their



birthright. To locate elsewhere would involve dletcosts and uncertainties in collecting and un-
derstanding information on unfamiliar placg®id p.224).

On the other hand also newcomers might becomepeatreurs in the sense that the incubator start-
up situation might be more concessive, e.g. etgroaps that facilitate the nurturing of immigrant
entrepreneurs. The rationale of theubator hypothesis is that an industrialized section ohera
offered new firms a supply of building and closeess to cheap accommodation, suppliers, mar-
kets and a variety of business services. By conateng together new and small firms create exter-
nal economies of scale by buying and selling ameangh other and sharing close access to storage
facilities as well as transportation, wholesalebicl facilitates export and import. Such locations
‘also provide access to labor pools, while provglvarious employee related services such as pub-
lic transportation and shopq(ibid p.226). Especially in regard to technologieated complexes
the incubator hypothesis have found usage e.derstudy of science parks and it is being closely

connected to the term of industrial districts.

Relocation theories

In the sense of relocation, Hayter (1997) ereasfoowing stage model: (1) the decision whether
to move or not; (2) The search for alternative tmees; (3) the evaluation of alternative locations;
and (4) the choice of the new location. A fifthgganight be added in which the implemented deci-
sion is assessed and evaluated. In this articlentiie focus will be on the differences in the immo-
vability of international SMEs regarding their fuguocation.

Firm relocation situation differs from the firm lamton situation because it explicitly takes account
of the fact that one location is substituted footaer. The firm has a history, and this historlkis-

ly to have an influence on the location outcoméhefprocess. This location outcome is therefore a
conditional one. The specific nature of these cihoratl effects is important for any study of the
firms’ relocation decisions. A way to study thi®pess is to separate the relocation process into
two sequential steps: first the decision to mowel, second, conditional upon a move, the decision
to relocate to another location. A similar distiontexists between push and pull factors influen-
cing the decision. Location theory focuses on thintal location choice, which is about location
factors determining how attractive a site is fdir location, or pull factors. Relocation theolg@a
takes into account the first step, the push otlh@fresent location. Brouwer et al. (2004) idegntif
three main categories of factors influencing figtocation that can be found in the literature: (i)
internal factors (e.qg., size); (i) external fastde.g., market size) and (iii) location factorgy(e

local authorities).

According to Brouwer et al. (2004), the main fordeising firm relocation are expansion and the
need for more suitable premises (Hayter, 1997)edo8sd reason is cost saving. Firms aim at taking



advantage of favorable cost conditions in otheatioos i.e., due to wage differentials, scale econ-
omies, energy prices, local incentives or othetoli@c Access to raw material and energy sources as
well as market-oriented strategies; they are gihevailing motivations. Finally, firms are ‘pushed’
to move by government policy through subsidiessHtiategy has been adopted in most industria-
lized countries since the 1950s, mainly to redateriegional inequalities in income and employ-
ment opportunities. According to Simon (1957) ary@i€and March (1963) the firm thus shows a
loyalty toward the municipality in which the firrs located in the sense that the firm can observe
the benefits of relocation. On the other hand ime &lso has some ties with the local environment
in which the firm is located. In order to deal withis contrast we introduce Dick and Basu’s (1994)
framework of customer loyalty and discuss how ttasnework may be applied within the context
of firms’ decisions to relocate or stick to thecation.

A framework of firms’ loyalty

In Dick and Basu’s (1994) framework, customer loy# conceptualized as a relationship between
relative attitude toward an entity and repeatedopéing. The entity can be a product, a brand, a
store or as in this paper a particular locationafdéirm. Dick and Basu (1994) introduce the term
“relative attitude” as a composite of attitudinéferentiation and attitudinal strength. If the eus
tomer is unable to differentiate among alternataed/or sees no or very few differences between
alternatives, relative attitude will be low, andlwesult in the absence of true loyalty. Furtherejo
Dick and Basu (1994) argue that relative attitigdatiits highest when influenced by high attitudin-
al strength which in this study will be equalizedtie concept of purchase involvement. Dick and
Basu (1994) divide the behavioral and attitudinalehsions into two levels (high and low), and
provide a GRID model with four loyalty categoriasd identify a number of antecedents and con-

sequences related to loyalty.
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Figure 1: The GRID model from Dick and Basu (1994)



No loyalty is characterized by a low relative attitude comfinéth no or limited repeat purchases.
Customers see few differences between the alteasasind switching to another alternative is
common and likely to be caused by situational fisctm the context of a firm in a particular muni-
cipality, this kind of firm is typically more randwoin their choice of location and may have high
tendency to relocate the firm again.

Spurious Loyalty exists when a customer is stable in behavior (egat patronizing) but has no
relative attitude or preferences for the particaléernative. Since spurious loyal customers lack
true preferences to an alternative, they easilycémio another one because of situational circums-
tances such as a better deal offered by a compeigcan example in our context, this could be a
firm staying at a particular location for many y&dvsut simply is doing this due to conveni-
ence/inertia or because of influencing environmiéeeernal factors such as for example, child-
ren’s school, partners work, lower tax, etc. Sfichs are just as the no loyalty type very vulnera
ble to changes in these conditions and thereforaseticky to their actual location as are the tru
loyalty firms.

Latent Loyalty is characterized by a strong attitude or prefexdaca particular alternative, but
with no or a limited stickiness to that alternati®emunicipality promoting suitable premises for a
firms operation may be able to attract latent ltyafms.

True loyalty exists when a high level of stickiness is due kigh relative attitude or preference for
a particular alternative. Loyal customers are liggty to be influenced by situational factors, are
less motivated to search for alternatives, are mesistant to counter-persuasion from competitors,
and are more likely to act as ambassadors pasing positive word-of-mouth to other firms

(Dick and Basu, 1994). In our context, this firmmsest valuable for a municipality or a region. The
firm typically sticks to the municipality and halear preferences for and a positive attitude toward
the municipality. The firm will tend to stay in tlmeunicipality even when other circumstances may
suggest relocating. For example possible cost ga¥nom mowing to another location may be neg-

lected.

Antecedents to relative attitude and loyalty

Dick and Basu (1994) point out that identificatemd deeper understanding of important antece-
dents will be beneficial for managers in orderr®ate and maintain customer loyalty. Dick and
Basu suggest a number of antecedents grouped asivegaffective and conative antecedents. In
the following we outline some of the antecedentgtviwve find relevant in the context of firms
decision to relocate.

Cognitive antecedentsCentrality and clarity are among the cognitivéeaedences proposed by
Dick and Basu. With respect to centrality (impoda)) we expect that the more considerations and



choice criteria a decision unit put into a decisithhe more central is the relative attitude towards
that decision. Clarity concerns confidence in ttitguale towards an object. We expect that the
longer the firm has been located in the municipahte more clarity in relative attitude toward at
municipality. All else equal, the longer the firiags in the municipality the more possible it is fo

a municipality to build a strong relationship witte firm. We therefore suggest the following hypo-

theses:

Hi: The more considerations in the choice of locatiba stronger
the relative attitude towards the chosenimpality
H,: The longer the firm has been located in the mpality,
the stronger the ligaattitude

Affective antecedent Satisfaction obviously is a major factor in binlg strong relative attitude
and loyalty. Bitner (1990) suggests that a matclihgxpectations with perceived performance will
result in satisfaction or dissatisfaction, whichum acts as an antecedent to loyalty. Satisfactio
with a location can be subdivided in central aspéotportant for running the business) and peri-
pheral aspects (e.g. social factors as partnenKplace, children’s school etc). We therefore sug-

gest the following hypothesis

Hs: Satisfaction with various central aspects widluk in a stronger
relative attitude towards the municipality

Conative antecedentsAre, in contrast to the cognitive and affectiveéeecedents, not related to the
relative attitude, but concerns the behavioralas#pons produced by for example perceived sunk
costs and/or switching costs. Switching cost inaamtext could be one time costs facing the firm
by switching to another location and may includenetary costs (price for purchasing or building a
new factory) as well as non monetary costs (diffies in hiring new employees). We expect
switching costs to be positively related to theofthe firm. Sunk cost is another conative factor
concerning costs already invested in the preseatitn. If finding the present location was diffi-
cult and/or required a lot of investments, the fimay be less eager to relocate. Furthermore, all
else equal, the bigger the firms, the more sunksae included in switching to another location.
We therefore suggest the following relationships:

H,: The bigger size (e.g. number of employees),dhbs likely to relocate

Hs: The more difficulties perceived in relocation thss likely to relocate

Consequences of relative attitude and loyalty



Dick and Basu’s (1994) conceptualization of consulogalty as the relationship between the rela-
tive attitude and the repeat patronizing, obviousiglies the latter to be a consequence of relative
attitude. Dick and Basu point out that the reladldp between relative attitude and repeat purchase
may be intervened by social norms and/or situatifawdor (we elaborate more on these aspects in a
section to follow). In other words, even if a fimmay find it beneficial to relocate, it may choosg n
to do so because it would not be a socially actéptaovement. Situational factors could be a
huge increase in sale on export markets, which mmalye another location more suitable. However,
they alscsuggest that a strong relative attitude has somgetmences that may moderate such in-
terventions. More specifically, they suggest thaewloyalty is supported by a strong relative atti-
tude, the customer will be less likely to searahaliternatives (e.g. variety seeking), less seadibl
enhanced prices on the preferred alternative arré negistant to persuasion from competitors (e.g.
price deals on competing alternatives). In our erinthis could be less proneness to look for anoth-
er location, less sensitivity to rise in taxes €ioally, an important consequence of a strondivea
attitude is positive word of mouth communicationghwethers, in our context for example recom-
mending the municipality to business associatesmfhe above we suggest the following hypo-

theses:

He: Relative attitude will be negatively correlatedhwintentions to relocate

H7: Relative attitude will be positively correlatedthvpositive word of mouth
communication about business climate in thaimpality

Hs: Relative attitude will be positively correlatedthvlikelihood of recommending
business associates to locate in the mualityp

Ho: Relative attitude positively influence the perttep of media information with
respect to business climate in the munidipali

The moderating role of social norms and situationafactors

Dick and Basu suggest that in addition to relasittgude, social norms and situational factors may
also have an influence on repeat patronage, icantext the firm’s tendency to stick to the present
location.

Social normsrefer to what people find important, others thih&y should do, or not do in a given
situation and their motivation to comply heretg(&ijzen and Fishbein 1980). An example of so-
cial norm influence in relation to a firm’s decisito relocate could be the case where the decision
maker is concerned about the reactions of othenesis associates to such a movement. Will the
firm be perceived as disloyal to the municipalityegen the country if the relocation produces un-

employment? Firms with strong relations to locadibhass networks may also consider relocation as



a break up break up with these networks. Firms ahsy consider consequences for their relation-
ship with sourcing companies and customers. And eveoncern for family members’ wants to
stay in the present municipality may have an impacthe decision to relocate. From these consid-
erations we suggest the following hypotheses:

Hio: If the firm thinks its relocation will hurt the umicipality,
it will be less likely to relocate

Hi1: The more satisfied with the business networkmthe municipality,
the less likely to relocate the firm

Hi2: If the firm thinks their sourcing companies wilact negatively
to a relocation, the firm will be less ligdb relocate

Has: If the firm thinks their customers will react ragiyely to its relocation,
the firm will be less likely to relocate

Hi4: If the firm thinks their family is better off,&ying in the municipality,
they will be less likely to relocate.

Situational factors concerns changes in the environment, which mageéhhance or reduce the
tendency to repeat patronage, here stickinesetpr#sent location. Obviously, a higher degree of
sourcing from or exporting to other countries maydoice a situation, where the firm can get lower
costs or higher income by relocating the firm cidsethese countries. A remarkable rise in taxes
may also make the firm consider relocation in otdeavoid these extra costs. Similarly, if another
municipality offers better facilities for the firnhe firm may consider moving to that municipality.

We therefore suggest:
His: The higher the share of international sourcihg,more likely the
firm is to relocate aad
Hie: The higher the share of export, the more likay firm is to relocate abroad

H.7 A tax increase in the region will be positivelyrelated to the firms
intentions to relocate

Hig: If another municipality offers better facilitiés a firm, it is more likely to
consider relocation

EMPIRICAL STUDY

Measurement of relative attitude and place loyalty



In order to classify the firms into Dick & Basu'safework, it was necessary to form measures of
the behavioral and attitudinal dimensions of loyatwards the location. Furthermore, a classifica-
tion rule for transforming these dimensions inte tbur loyalty categories was needed. To capture
the concept of behavioral loyalty, respondents vasieed to indicate on a 4-point scale (1=very
unlikely, 2=unlikely, 3=likely and 4=very likely}their perceived likelihood that the firm or part

of the firm is relocated Based on these answers it was decided to dedsponses of 1 or 2 as
high behavioral loyalty and values of 3 or 4 aswa level of behavioral loyalty. In order to obtain
reliable measure of ‘relative attitude’ it was dbsd to create a multi-item scale composing the di-
mensions of attitudinal strength and attitudindledentiation in one scale. The four items are seen
in Appendix A. All items were measured on a 5-pdiikiert-scale ranging from 1=totally disagree
to 5=totally agree. Using reversed scores for neggtframed items (refer to Appendix A); the
sum of the four items constitutes a relative at@tiscale ranging from 4 to 20. Scores above or
equal to the scale midpoint of 12 were definedigh relative attitude while scores of 24 or lower
were characterized as low relative attitude. Cudassifying the previously defined two levels of

relative attitude with the two levels of repeatghasing leads to four categories of loyalty;

No loyalty are firms with a low relative attitude score (ragl1)
and relocation perceived as likely or very likely

Spurious loyalty are firms with a low relative attitude score (rargl11),
but relocation perceived as unlikely or very urljke

Latent loyalty are firms with a high relative attitude score (rari2-24),
but relocation perceived as likely or very likely

True loyalty are firms with a high relative attitude score gari2-24)
and relocation perceived as unlikely or very uriike

In our presentation of the theoretical framework #me hypotheses we proposed a row of antece-
dents, and consequences related to relative atdnd loyalty. We also gave examples of possible
social and situational aspects which may modelfaer¢lationship between relative attitude and
intentions to relocate. Appendix B, C, and D diggdlze questions we use as measurements in order

to test our stated hypotheses.



Data collection and sample

The data for this paper is based on a web-based\suarried out by the authors in 2005 in the re-
gion of southern Denmark. The population of theveyrwas all firms that in 2005 were located in
this region and was further limited to firms thagre started or moved to an address within the re-
gion in the interval 1995-2005 and with less th&0 2mployees but more than 1 employee. The
population was not limited to any particular inadysitr size of firm. In total we identified 4200 E-
mail addresses on firms in this population. An Eitmas sent to these firms with an invitation to
participate in the survey and a link to the webssyr Immediately after the dispatch of the E-mail
some 500 return mails were intercepted with a edinat the address was wrong or had ceased to
exist, after a while further 50 mails were receivath the similar notice. At the deadline some 692
usable questionnaires were received, a new mailseasout to thank those who had filled out the
guestionnaire and with a call to the rest to fut the questionnaire. Some additional 180 firms re-
sponded to this call adding to a total of 931 resiing firms. However, for the purpose of this pa-
per, we only include responses from production gimnd service firms with services to other firms
and with at least 10 percent export sales and/lmast 10 percent of the firms’ total sourcing from
abroad. Additionally, cases with missing responsaimy of the items intended for the relative atti-
tude scale or the question on intention to relovatee excluded. Following this procedure we ar-
rived at a total of 356 cases. Table 1 displayssthdy sample with respect to average number of
employees and year of establishment.

Table 1: Description of total sample used in thistady

Average number of Employees n=356

<5 employees 46.2%
6-10 employees 21.1%
11-25 employees 18.9%
26-50 employees 6.5%
51-250 employees 7.3%
Total 100.0%
Year of establishment n=356
1995 5.9%
1996 6.5%
1997 8.4%

1998 7.9%



1999 11.0%

2000 11.5%
2001 15.7%
2002 13.5%
2003 11.0%
2004 6.2%
2005 2.5%
Total 100.0%
RESULTS

The presentation of results is broken down into sub-sections. The first section focuses on the
concept of relative attitude. For each firm, reg@mon the four suggested items are summed to
obtain an overall score for their relative attitudevard the municipality, and subsequent the rela-
tionship between relative attitudes and the suggesihtecedents and consequences is tested. In the
second section, the firms are classified into dnBiok and Basu’s four suggested loyalty catego-
ries and anticipated consequences from loyalty &ion are examined by testing differences in

scale means and percentages between the founj@gadigories.

Relative attitude and its relationship with hypothesized antecedents and consequences

By adding up the values responded to each of tlniesicale-items, we constructed a relative attitude
scale ranging from 4 to 20. The inspection of ss@eross the firms shows a reasonable distribu-
tion of scale values from the lowest to the top ehthe scale. In the following, we examine the
relationships between the calculated relativeustéitscores and the proposed antecedents and con-
sequences. Table 2 shows the relationship betweehypothesized antecedent variables and rela-
tive attitude. First we find support for;KHq: r=0.162, p<0.01), providing evidence of a strange
relative attitude, when choice of location is baseda lot of thoughts. Interestingly, we also find
support for a relationship between the number afy¢he firm is located in the same municipality
(H2: r=0.104, p<0.01), This leads us to conclude Wan firms are concerned about the facilities
and service from a municipality, it is possible gomunicipality to produce a strong relative attéu

over time.



Hsa-gconcerns the affective antecedents and tests ldieoreship between relative attitude and firm
satisfaction with various conditions in the munality. Interestingly, we found no support for a
relationship between relative attitude and aspemteerning infrastructure and taxation of the firm
(Hza-g,r = -0.069 to 0.051, p>0.05), whereas we found sitpe and significant relationship with
regard to municipality policy of commerce4H = 0.129, p<0.01), municipality servicessfH =
0.169, p<0.01), and possibility of participatinglinsiness networks ggir = 0.159, p<0.01). This
finding is interesting, since it parallels to Hérzg's (1959; 1966) two-factor model suggesting tha
all aspects generating work satisfaction can bgstflad as either a motivating factor or a hygiene
factor. Hygiene factors are concerned with the d@arts of work rather than the work itself (big
office, air conditioning etc.). In our context warcview taxes and infra structure as conditions for
the firms’ operations in the municipality. This ¢isaus to conclude that taxation policies and good
infrastructure facilities do not in themselves teea strong relative attitude toward a firm’s mumnic
pality of location. It seems more important for ametipality to create good relationships by its

policy of commerce, its services, and by facilitgtbusiness networks in the municipality.

Table 2 Antecedents to relative attitude and intenbn to relocate

Items correlated with relative attitude r
Choice of location based on many considera-

Hi tions (thoughts/criteria) 0.162
Number of years the firm has been *
H, _ o> = 0.107
located in the present municipality
Hs, Satisfaction with local road system 0.066
Hs, Satisfaction with ship, railroad and airport facil- ns.
ities -0.055
Hs. Satisfaction with possibilities of attracting ns.
. 0.039
skilled labor
Hsyq Satisfaction with taxation of companies in the 0.047"
municipality '
Hs. Satisfaction with policy of commerce in the 0.138"
municipality '
Hs  Satisfaction with the municipality services 0.209
Hs, Satisfaction with possibilities of participating in .
\ 0.153
business networks
Items correlated with intention to relocate
H; Number of employees in the firm (firm size) - 0.089
Hs Perceived difficulties in relocation - 0.349**

n.s. Not significant at 0.05 level
*  Statistically significant at 0.05 level
** Statistically significant at 0.01 level



In the lower part of Table 2, we find support far dwypotheses about conative antecedents. The
bigger the size of the company (measured by nurmbemployees), the less likely is the firm to
relocate (H: r = -0.089, p<0.05). Furthermore, the more diffies expected if relocating, the less
likely is the firm to relocate (kir = -0.345, p<0.01).

Table 3 Consequences of relative attitude

r

Hs Intentions to relocate -0.124"
H,. Frequency of discussing business climate in theicmadity with business 0.180"
associates '

H,, Discussions with other business associates abairidss climate in the muni- 0.108"
cipality mainly been negative or positive? '

Hg Likelihood of recommending other business assogi@tdocate their firm in the 0.186"
municipality '

Hy Newspaper: Information about business conditiorthénmunicipality 0.125"

perceived as negatively or positively?
n.s. Not significant at 0.05 level
*  Statistically significant at 0.05 level
** Statistically significant at 0.01 level

Table 3 lists the test results of our hypothesieedsequences to be produced by a high relative
attitude. In the upper part of the table we fingmart for our hypothesized relationship between
relative attitude and intentions to relocate thea f{Hs: r = -0.124, p<0.01). Furthermore, our expec-
tation of a strong relative attitude to facilitaiscussions about the municipality with other basi
associates is supported/(H = 0.180, p<0.01), as are the hypothesized ipesnfluences of rela-
tive attitude on the kind of communication transgdrto and from business associateg,(IH =
0.108, p<0.01). Finally, our hypotheses about tiliénce of relative attitude on the way respon-
dents perceive information from the media, is sufgebwith respect to information read in the
newspaper (bl r = 0.122, p<0.01).

This leads to the conclusion, that producing angfreelative attitude may positively influence a
firm’s stickiness to a municipality, both in a ditavay by loyalty formation and in an indirect way
by stimulating positive word of mouth communicasoand creating immunity towards negative

information about the municipality in the media.



Table 4 displays test results of our hypothesiséidances of social norms and situational factors.
In the upper part of the table {§1H14), we find support for our hypothesised relatiopshetween
social factors and intentions to relocate with eesgo three of the five proposed social aspects.
(H12: r = -0.107, p<0.01; &: r = -0.206, p<0.01; H: r = -0.191, p<0.01). Networking with busi-
ness associates, customers and family are sog@att@swhich may reduce the firm’s intention to
relocate. With respect to situational factors, wendt find support for our expectations of share of
export and share a international sourcing to irsgehe firm’s intention to relocate {and Hg).
However, we do find support for the expected counsages of a local tax raise or if another region
offers better facilities to the firm @# r = -0.307, p<0.01; i r = 0.427, p<0.01). This lead to the
conclusion, that social aspects and/or situatichahges have an impact on the firm’s intention to
relocate.

Table 4 Social norms and situational factors influece on intention to relocate
r

Relocation expected to have negative conse-

n.s.
Hio quences for the municipality 0.022
Networking with business associates in the .
Hip S T -0.107
municipality is satisfying
Hi»  Sourcing companies will not like relocation - 0.066
His Customers will not like relocation -0.206
Hi4  Family like to stay in the municipality -0.191
Hisa  Share of international sourcing from Europe -0.054
H;s,  Share of international sourcing outside Europe  3D'0
Hisa  Share of export to European countries -0.031
Hiw  Share of export outside Europe 0.071
Hiz  Consequence of tax raise 0.307
Hig  Consequence of better another municipality 0.427"

offering better facilities
n.s. Not significant at 0.05 level
*  Statistically significant at 0.05 level
** Statistically significant at 0.01 level

Dick and Basu’s loyalty categories and how to tardgehe firms in each category
In accordance with the classification rules asioedl in the section about our measurement, the
firms were classified into one of the four loyattgtegories. Table 5 illustrates the distribution he

reof.



Table 5: Percentage (frequency in parentheses) afrfis in each loyal category

No Spurious Latent  True Total
Loyalty Loyalty Loyalty Loyalty
21.6 40.4 8.7 29.2 100.0
(77 (144) (31) (104) (356)

Distribution of firms across loyalty categories

As expected, the greatest proportion (40.4 peradnt)e firms is classified in the spurious loyalty
group, representing firms sticking to their predesttion, but without any attitudinal commitment
to their municipality. Lack of commitment to the mcipality makes these firms vulnerable to situ-
ational factors (in favor of relocation) and lowéheir value as ambassadors for the municipality.
The municipality may attempt to produce a higheatinege attitude toward the municipality by a
more offensive strategy building stronger relattopgetween the firm and the municipality. Facili-
tating creation of business networks is one possiay in this direction. Another way is to make
the firm aware of and confident the municipalitglsility to provide a good service for the firm in
the future.

If formation of a higher relative attitude is imgdde, the municipality may try to create higher
sunk or switching costs for the firm in order to¢hor’ it to the present location. An equivalent
strategy may be useful in order to target the yalty group, constituting close to one fourth (21.6
percent) of the firms. These firms have no attitaticommitment to the municipality and neither
any behavioral related factor keeping them to theasent location. They will be extremely likely
to relocate and indeed have already intention®tsod The municipality may attempt to inspect the
factors causing their intentions to relocate angogsible try to adopt their policy in this direxti
The true loyalty group constitutes almost one toirthe firms (29.2). Firms in this category are no
only less likely to relocate; they are also pothtigood ambassadors for attracting other firms to
locate in the municipality. The municipality may mag@e their relationships with these firms in or-

der to maintain and strengthen their positivelagttowards the municipality.



CONCLUSION

The focus in this paper has been on the internatitms as they are expected to be more ‘slip-
pery’ than firms with no international sale or song.

Data comes from a web-based survey carried ouf@d 2mongst firms in the region of Southern
Denmark. In this paper we limit the database tmgithat are either production firms or to service
firms with services to other firms. As mentionedr éocus was on the international firms defined as
at least 10 percent export and/or 10 percent sogifcom abroad.

The results clearly show taxes and infrastructuustrbe seen as basic conditions (hygiene factors)
that does not lead to strong loyalty toward thel@ommunity. Instead it is more important for a
municipality or a region to create good relationghe firms by e.g. facilitating business networks
in the local area.

Taking these conclusions into account we will ssgjdghat the regions in Denmark consider the
focus of their efforts to support local firms arittact new firms to the region. Only one third bét
firms in a region can be labeled as loyal to thgga® in which they are working. This positive atti-
tude is clearly produced by the facilities and smw that a region offers. Infrastructure and tiaxat

— two themes often discussed in the regions of Rekm have no influence on the attitude of the
firms. The policy of the region, the services alné possibility of networking with other businesses
in the region; they all have a positive influenGaod relations to the local firms are thus the most
important part of achieving loyal local firms.

In this paper we have shown that a strong relatttitude positively influences the loyalty directly
and indirectly the positive endorsement of the sinowards other firms and immunity towards neg-
ative information about the region in the media.

Our recommendation towards the regions and otlead luthorities in Denmark is thus to have an
offensive strategy building strong relations to kheal, international firms. This will lead to more
loyal firms, that will manifest a stronger tenderafystickiness (see e.g. Markusen, 1996), and se-

condly these firms will recommend the region toeotfirms that are considering relocation.



Further research needs to consider the way the international gafujrms is defined. In this pa-
per we have used a quite simple definition, bwg thas to be elaborated. E.g. are there any differ-
ences between firms that export/import from ona tew countries and firms that have internation-
al relations to a large number of countries. Furtttge we have to discuss whether the size of the
firm and its export/import has any influence onooaltion decisions. For a large firm 5% export
could be of such significance that they have toaate the part of the firm that deals with this ex-
port. In the same vein, we have not discussedgbagiocation, where a part of the firm is relo-

cated. This must clearly be done, especially ferléinger firms.
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APPENDIX

Appendix A: Scale Items Measuring Relative Attitude”

STRT’ | Where my firm is located is only a minor decisiampared to other strategic decisions

STR?’ | For firms in our industry location does not matter

DIF1 | The location of my firm compared to other firmsotter municipalities gives me an ad-
vantage.

DIF2" | The benefits we have in our municipality could atgoachieved in other municipalities.

a) Relative attitude is measured as a six itemeseath 2 items intended to capture the level
of attitudinal STRength and 2 items intendeshéasure perceived attitudinal DIFferentiation
All items were measured on a 5-point Likert edabm 1=totally disagree to 5= totally agree
b) Reversed score

Appendix B: Antecedents

Hla) How would you describe the decision process oftlona
(5 point scale: 1=random and 5= many consideratjons

H, For how many years have the firm been locatederptiesent municipality?

Hsag Please state to which extend you are satisfield tivé below stated conditions in your
municipality

- The local road system

- Access to ship, railroad, airport facilities

- The possibilities of attracting skilled labor

- The taxation of companies in municipality

- The policy of commerce in the municipality

- The municipality services

- The possibilities of participating in business netvs
(5-point scale: 1=not at all satisfied and 5=vemtisfied)

Ha How many employees are in the firm?

Hs The difficulties associated with moving the firnakes us staying in the municipality
(5-point Likert scale from 1=totally disagree to 3etally agree)

a) Refers to the respective hypotheses in which tlasuned aspect is included

Appendix C: Consequences

Hs How likely do the find a relocation of the firm parts of its activities?
(1=very unlikely, 2=unlikely, 3=likely and 4=verikkly)
H7a-b Have you, within the last 3 years, discussed tigness climate in your municipality

with other business owners?

(5-point scale:1=not at all and 5=very often)

If you have discussed the climate with others haue mentioned your municipalit
positively or negatively?

(5 point scale: 1=mostly negatively and 5=mostlgifigely)

<

Hs | would recommend other firms the settle dowrhi@ municipality.
(5-point Likert scale from 1=totally disagree to 3etally agree)

Ho In your perception, to which extent has your mipality been mentioned negatively
or positively in newspapers discussing businesslitons
(5 point scale: 1=mostly negatively and 5=mostlgitively)




Appendix D: Social influences and situational facts

Hio Taken all in account moving the firm would be aslts the municipality.
(5-point Likert scale from 1=totally disagree to 3etally agree)
Hi1 The possibilities of participating in businesswiatks
(5-point scale: 1=not at all satisfied and 5=vemtisfied)
Hi> Our suppliers would not approve if we moved totaeomunicipality
(5-point Likert scale from 1=totally disagree to 3etally agree)
His Our customers would not approve if we moved talaromunicipality.
(5-point Likert scale from 1=totally disagree to 3etally agree)
Hia | believe my family is satisfied we the presertdtion in the municipality
(5-point Likert scale from 1=totally disagree to 3etally agree)
His Please state, in percentages, your import in 280&ct from suppliers) equals 1009
distributed on markets in Denmark, rest of Eur@mel outside Europe
His Please state, in percentages, your total sa2308 distributed on markets
in Denmark, other European countries, and outsidete
Ha7 To what extent would a five percent tax raiseiamg in your municipality influence
your intentions to relocate the firm or part of it?
(5 point scale: 1= no influence at all and 5=muctflience)
Hig To what extent would your intentions to relocdie tirm or part of it be influences

by another municipality offering better facilitiaad business conditions?
(5 point scale: 1= no influence at all and 5=muctilience)

[=)



