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Abstract : Although global value chain (GVC) analyss and industrial cluster theoretical research
focus on the processes and mechani sms of knowledge learning and creation, both of them seldom
establish direct linkage between their theoretical threads and "micro-level” accumulation of firm's
capabilities dnce these analytical pergpectives are " meso-level” and mainly focus on the
inter-organization relationship. However, to those clustered local firms who participate
international competition, the principal problem needs to be resolved is how to efficiently use the
knowledge sourcesincluded in external networks to reinforce their competitive capabilities. The
tenson between the theoretical research and reality induces two problems worthy of further
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discussion: Do any of the knowledge trander effects and mechanismsin global and local network
influence the accumulation of local firm capabilities? And if the influence of the external network
effects really exists, then to what extent will each of the effects influence the capabilities ? Based
on the extant literatures of global value chain, industrial clusters and firm-level technological
capabilities, this paper empirically tests the relationship between external network effects and the
accumulation of local firm's technological capabilities by utilizing the data collected from two
clusters of Zhejiang Province, China. The empirical results show that, (1) not all external
network effects can influence the accumulation of local firm's technological capabilities;
(2) despite certain network effects really influence the accumulation of local firm' s technological
capabilities, the extent of these influences are different among sub-technological capabilities.
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