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This study examined the contribution of knowledge networks and geographic
proximity of auto part suppliers to the emergence of innovation in industrial clusters. It shows
that among the various industrial clusters developed in Japan, knowledge-intensive products are
produced by suppliers in the clusters with complex knowledge linkages. The statistically significant

results su%ggst the_importance of knowledge spillovers in industrial agglomerations for the
emergence of innovation. It also shows that knowledge network structures differ across countries and

_regions, and that the degree of product sophistication affects Japanese organizational structures,
including keiretsu relationships.
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