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Background

 There seems to be a positive relationship between
export performance and the share of vertical trade in
each country’s total trade.

□ e.g. Mirodout and Ragoussis 2009

 ‘vertical specialisation’ often leads to vertical intra-
industry trade and one-way trade as a result of back-
and-forth transactions

□ e.g. Ando 2006; Kimura and Ando 2005

 The ‘vertical specialisation’ concept recalls the slicing
up of the value chain in a global perspective

□ e.g. Gereffi, Humprey and Sturgeon 2005



Research questions

 Are import flows from Italian Regions to the Maghreb
countries positively correlated with export flows?

- Does this hold for two ‘Made in Italy’ industries, namely
textile and clothing on one hand, and leather and footwear on
the other hand?

- Are Italian import flows in such sectors affected by selected
domestic and foreign variables? To what extent and for which
Region-country pairs?

- Is therefore any evidence of international fragmentation of
production between Italian Regions and Northern Africa?

 Are the Maghreb capable in attracting FDI?

- Which is the role of Italian investments in the area? (A proxy
to compute the Italian presence in the Maghreb is suggested).



Empirical modelling

 A two-way static gravity panel data (GLS)  

yi,t = Xi,t ß + μi,t

where:

yi,t is the dependent variable (the level of import of a given region),

Xi,t is the n x K matrix of explanatory variables and

ß is a K x 1 vector of parameters.

It is assumed that μi,t follows a two-way error component model:

μi,t = μi + λt + vi,t

where vi,t ~ IID (0, σv
2).



Empirical modelling (2)

μi is the regional-specific residual differing across partner countries and

λt denotes the year-period effect.

Under these circumstances the estimated standard errors of the
parameters and the variance-covariance matrix estimates are
inconsistent for the presence of both heteroskedasticity and serial
correlation.

Therefore we used the Newey-West (1987) covariance-matrix
estimator and a Generalised Least Square specification for our
model.



Empirical modelling (3)

The exogenous variables are the following

 EXPORT represents regional exports towards the selected countries, i.e.
measures imports’ elasticity on exports,

 LNPRODGROW represents the ratio between the domestic industry and
services productivity logarithmic growth rate,

 LNAVFOREIGN is the added value of the foreign partner country,

 XRFOREIGN is the bilateral real exchange rate,

 DISTANCE is the kilometric distance between the regional capital city and
the partner country capital city,

 DPARTNER is a country dummy,

 DREGION is a regional dummy,

 DYEAR is a yearly dummy.

All variables are expressed in logs in order to interpret the coefficient
as the response elasticity of the dependant variable to a
percentage variation of the explanatory variables.



Empirical modelling (4)

We divided the original sample of twenty Italian regions in two
subsamples.

The first, denoted as ‘TypeA Regions’, indicates those regions
with higher trade flows, while

the second, denoted as ‘TypeB Regions’, those with lower
trade volumes,

finally the whole sample was labelled as ‘Type A+B Regions’.

Such a distinction is primarily oriented to understand if the
Regions which are the most involved in the imports of
goods, are, at the same time, those showing higher export
flows towards the selected partner countries.



The Data

 Import and export data are from www.coeweb.istat.it, the Italian
statistical repository for international trade flows

 Domestic added value and productivity are from Istat, the Italian
national institute of statistics

 Foreign added value and exchange rates are from the World Bank

 FDI to the Maghreb are from

 FDIStat, World Investment Report, 2008 (UNCTAD)

 Surveys and Elaborations Service - Department on Foreign
Statistics - Bank of Italy

 ICE - Reprint Milan Polytechnic, Comext and World Bank

http://www.coeweb.istat.it/
http://www.coeweb.istat.it/
http://www.coeweb.istat.it/
http://www.coeweb.istat.it/
http://www.coeweb.istat.it/
http://www.coeweb.istat.it/
http://www.coeweb.istat.it/


Results (1)



Comments (I)

 If looking at Table 1 we notice that the elasticity of imports’ due to a variation in exports is
very different if looking at ‘TypeA Regions’ rather than to ‘TypeB Regions’. In both cases the
coefficient is statistically significant, but it is more than double in the former group. If
considering the whole sample the coefficient is significant and its value is fairly close to the
one expressed by ‘TypeB Regions’.

 ‘TypeA Regions’ show a significant and positive sign for the variable that measures the
variation in productivity, conversely to what takes place for the group of ‘TypeB Regions’,
where the variable is not significative and carries a negative sign. If looking instead at the
whole group of regions the variation on productivity carries again a positive and significant
sign, whose value is higher than the sole ‘TypeA Regions’.

 Similarly, the coefficient expressing the added value of the foreign partner country is
positive and significant for ‘TypeA Regions’, while it is close to zero for ‘TypeB Regions’. If
looking, again, at the whole sample the coefficient is again positive and largely significant.



Results (2)



Comments (I)

 The elasticity of imports to exports is significant all along the three sample, but the
coefficient is higher for the ‘TypeA Regions’, actually four times higher circa than what takes
place for the complete dataset, and ten times higher than the coefficient expressed for
‘TypeB Regions’.

 Contrary to the textile and clothing industry, the coefficient for the variation of the
productivity is not significant in this sector if the two regional samples are considered
independently, but it becomes significant if looking at the entire one.

 As far as the added value of the foreign country is concerned, we find an expected positive
sign, which is largest for ‘TypeA Regions’, and almost the double of the coefficient of the
‘TypeB Regions’ and of the overall sample.

 Different results emerge, instead, if considering the exchange rate and distance. In the
former case, the value is negative and the coefficient is significant just only for ‘TypeA
Regions’ and for the total sample. In the latter case, the coefficient is negative (as
expected), and largely significant only for the case of ‘TypeA Regions’.



Comments (I)

The role of Italian Regions in the Maghreb

Outward flows form Italian regions to the selected Maghreb countries
are extremely low (Tables available upon request.)

- Amongst the Nations, we noticed the limited relevance of Algeria
whose attractivity is extremely low, compared to the highest values
expressed by Tunisia.

- Amongst the Regions,

1) we are able to isolate the leading one, Lombardy, that has a strong
linkage with Egypt, but it also has significant relations with Tunisia and
Morocco.

2) The second place is occupied by Veneto with a significant outward
flow towards Tunisia,

3) which is the preferred destination also for capital coming from
Piedmont.

4) The fourth place is occupied by Emilia-Romagna, showing a
remarkable relationship with Egypt.



Is the Maghreb attractive for FDI?

A Regional Comparison



Is the Maghreb attractive for FDI? 

(2)

A Regional Comparison



Is the Maghreb attractive for FDI?(3)

The Italian participation in the Maghreb firms



Is the Maghreb attractive for FDI? 

(4)

The Italian role in the Maghreb: how many employees?



Is the Maghreb attractive for FDI? 

(5)

The overall turnover generated by Italian investments



Is the Maghreb attractive for FDI? 

(6)

Turnover per employee stemming from the Italian presence



Is the Maghreb attractive for FDI? 

(7)

A tentative proxy of Italian FDI in each country



Comments (II)

The role of Italian Regions in the Maghreb: A measure of  trade flow per 

employee

As official statistics do not always provide the stock of outward IDE from
Italy to other countries, included those of our interest, we decided to
proxy it with the number of Italian employees abroad and compute
the volume of trade flow per employee.

Through our calculations, we noticed that within the Maghreb area,
Egypt shows the highest value, a country that already in the year
2001 showed a remarkable level. Much more lower are the digits
presented by Tunisia and Morocco, with a steady rise all along the
time span.

It is quite hard to provide a comparison between the Maghreb countries
and the so-called BRICs, that present an enormous economic power
and are extremely different one from the other.

Our measure seems quite reliable if looking at the results
provided for Germany, France and Spain.



Concluding remarks

The estimates of the gravity model generally support the idea of an
international fragmented production between Italy and the Maghreb.

Indeed,

firstly, the paper shows that:

 a growing amount of raw textiles is shipped overseas from some Italian
Regions to Tunisia and Egypt in order to be further processed exploiting
significant comparative advantages, and then re-imported domestically;

 but it also highlights (if looking at import composition at a narrow level) that
Italian Regions often import finished product to be either placed internally or
abroad.

Secondly, the paper contributes, although in a mostly descriptive fashion,

 to the analysis of FDI flows and stocks directed to the Maghreb countries and
to understand that

 sometimes those Italian Regions that trade the most with a country are also
more inclined to invest in it. This is not always the case, and further
research is needed to shed some light on this topic, relying on more
detailed trade and FDI data.


