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Introduction

Marco Bellandi*, Bianca Biagi®, Alessandra Faggian®,

Emanuela Marrocu®, Stefano Usai®

The XXXVIII AISRe Conference, held in Cagliari in September 2017, was
specifically aimed at stimulating the scientific debate on the Regional Sci-
ence issues related to the analysis of both the local and global factors that have
influenced the regional development process after the recent Great Recession.
Regions, territories and urban areas have experienced quite unevenly the nega-
tive effects of the economic crisis. Such effects have been exacerbated by the
costs induced by the globalisation process and the still incomplete economic
integration and, in certain cases amplified by international trade imbalances and
the destabilising effects of the financial sector. Moreover, also the still feeble
signs of the economic recovery seem to be very diversified across territories.

A number of conference contributions have investigated regions’ structural
features in terms of innovation potential, human capital and openness to distant
markets. Such features are deemed to be the sources of their resilience, adapta-
tion and regeneration capabilities. Coupled with good public policies, regional
characteristics could play a key role in triggering the mechanisms that will allow
to recover, not only what has been lost in a ten year period of economic down-
turn, but also in identifying the new trajectories for a more effective, sustainable
and inclusive regional development process.

The theme of new trajectories of local development was also specifically
addressed in two roundtables dedicated to the memory of Giacomo Becattini,
who passed away in January 2017. The relevant topicality of Becattini’s thought
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could still inspire novel research avenues in regional science and serve as a basis
for sound policy proposals.

The book is organized in three parts. The first one, edited by Emanuela Marrocu
and Stefano Usai, is on innovation and international openness. The second part, which
focuses on human capital and migration, is edited by Bianca Biagi and Alessandra
Faggian. Marco Bellandi edited the third part, a tribute to Giacomo Becattini’s work.

Part 1

This part of the book collects 8 chapters that focus on the role of regions’
structural characteristics, innovation and openness to distant markets as key fac-
tors in influencing the capabilities at the local level to overcome the negative
effects of the crisis. A special attention is dedicated to Italy, which was hit by a
strong negative demand shock and a subsequent severe credit crunch with wors-
ening effects on the long-standing North-South divide. The last three chapters
offer methodological contribution to adequately measure productive speciali-
zation and degree of embeddedness and relatedness of regional technological
domains with respect to the Smart Specialization Strategy.

The contribution by Cainelli, Giannini and lacobucci investigate the issue of
firms’ survival during the crisis. Their results point out that Italian firms belong-
ing to a local cluster or to a group had higher survival rates during the Great
Recession than independent companies. However, the latter show higher levels
of performance in terms of growth and profitability. The most relevant implica-
tion of this result is the market selective mechanisms, although useful over long
horizons, in the short run could determine the loss of productive resources and
the erosion of the knowledge base, which are crucial to overcome the negative
effects of a widespread economic crisis.

Guy, Filippetti and lammarino analyse to what extent employee training has been
effective in securing continued employment in Italy during the recent economic
crisis within a local demand side perspective of the labour market. Their results
highlight that the effects of training on continued employment are more pronounced
in the South than in Centre-North areas of the country. This is fundamentally due to
the fragile Southern productive system, where firms tend to internalise most of their
functions as they are less likely located in specialised agglomerations or in external
networks. The authors claim that this has very relevant implications as it reduces
the scope for innovation, job creation and inter-firm workers’ mobility, which in the
long run deprives Southern firms from the beneficial effects that a Marshallian pool
of skilled labour could have for all firms in the area.

The chapter by Brancati, Marrocu, Brancati and Usai focus on Italian firms
trade activities during the crisis. They analyse similarities and differences in
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interregional exchange strategies with respect to international trade ones. Main
results indicate that the probability of entering interregional markets is enhanced
by learning processes, as firms benefit from past experiences (both on interna-
tional and domestic markets) and from the positive traits of the surrounding
environment in which they are located. The authors provide evidence of hetero-
geneous effects across the Italian macro-regions, especially as far as sunk costs
are concerned: firms located in northern regions have to cope with smaller sunk
costs than the ones located either in the Centre of Italy or in the Mezzogiorno
area. Thus, regional policies oriented to break this path dependence are more
necessary in some areas rather than others.

The contributions by Ascani and Gagliardi and Chapman and Meliciani
focuses on the role of Foreign Direct Investment (FDI). Ascani and Gagliardi
provide evidence on the positive effect that FDI has on the labour productiv-
ity of Italian provinces during the period 2003-2009 and emphasize how such
effects are predominantly concentrated within territories endowed with the high-
est level of absorptive capacity. This, in turn, creates spatial imbalances across
the country and calls for policies that, while pursuing the attraction of foreign
multinational companies, should also aim at strengthening the knowledge base
and the competences of the local production system.

Chapman and Meliciani, on the basis of a study on Central and Eastern Euro-
pean Countries, argue that FDI could be a valid instrument in favouring the
process of restructuring obsolete industrial areas and integrating peripheral ones.
Coordinated innovation and industrial policies could improve investment con-
ditions locally and lead to the upgrade of existing plants, increasing levels of
human capital and productivity.

The first of the three methodological chapters, is the study by Macedo and Guy,
who propose a new method to measure regional specialization. Their new method
overcomes the limits of a number of indicators proposed in the literature, which are
mainly based on the spatial concentration of firms in a given industry. The authors
argue that to provide a sound measure of specialization it is necessary to take into
account the manifested advantages of Marshallian localization (firms’ proximity to
resources such as appropriate specialist labour, suppliers, customers, and knowl-
edge). They operationalize this concept by giving weights to co-location of industries
based on the propensity of workers to move between the industries. An empirical
analysis applied to 558 Brazilian micro-regions shows that the new specialization
index is significantly correlated with both per capita GDP and human capital.

lapadre discusses some statistical indicators used to measure the general
features of an economy’s specialization pattern. Focusing on the structural char-
acteristics of export specialization patterns, lapadre discusses the importance of
the degree of polarization of export specialization, defined as the average intensity

11
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of comparative advantages and disadvantages. As polarization is related to the
concept of concentration, it is necessary that the latter is accurately measured.
He proposes a new method, based on the notion of dissimilarity with respect to
a suitable reference distribution, which is expected to overcome the limits of the
traditional measures of export concentration. These have been proved biased due
to the inadequacy of the equidistribution assumption on which they are built.

D’Adda, lacobucci and Pelloni propose a novel methodology to measure the
degree of embeddedness and relatedness of the technological domains selected
by Italian regions within their own Smart Specialization Strategy. The authors
identify two indicators that allow to assess how the regions have chosen techno-
logical domains in which they show an effective innovative capacity (indicators
of coherence) and how these domains are connected and complementary (indica-
tors of relatedness). These measures could help regions to be more aware of the
choices made during the planning phase, to monitor the policies implementation
and to evaluate the results of these policies.

Part 11

The second part of book focuses on human capital and migration. Local
economies with better educated individuals are expected to be more innovative,
efficient, socially cohesive, inclusive and open. The presence of high human
capital individuals generates local spillovers and positive externalities triggering
cumulative growth. The consequent attraction of peers from outside further rein-
forces local economic growth. The case of Italian regions is emblematic in this
sense. Findings from a wide array of contributions demonstrate that the divide
between the richer North and the poorer South in Italy has recently increased,
alongside the gap between their respective human capital endowments. These
differences have dramatically grown in the last decade also as a consequence of
the continuous regional brain drain from the South to the North due to the migra-
tion of students, recent graduates, and individuals with high levels of education
and skills. The territorial impacts of this phenomenon are expected to reinforce
and enlarge in the future.

The present collection of contributions investigates various issues linked to
this topic and can be divided into three main sections. The first two include chap-
ters investigating the determinants and impact of interregional migration, the
third consists of papers analyzing more general issues related to human capital.

The first three chapters, Fiaschi and Tealdi; Fratesi, Gagliardi, Lenzi and
Percoco; Fazio, Maltese and Piacentino, focus specifically on interregional
migration determinants.

12
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Notwithstanding the numerous contributions on determinants at interregional
level, this issue needs further investigation for at least two reasons. First, most
studies on migration drivers investigate overall flows irrespectively of individual
characteristics of migrants, despite both theoretical and applied research dem-
onstrate that migrant self-selection — in terms of age, education and gender — is
a key issue. The increasing availability of micro and longitudinal data for the
Italian case allows a more in-depth analysis to tackle the self-section problem.

The descriptive analysis by Fiaschi and Tealdi on interregional migration in
Italy by age and education from 1992-2005 goes in this direction. Specifically,
computing a migration intensity index a la Shorrocks (1978) and a long-distance
migration index a la Bartholomew (1967), the study confirms that high human
capital individuals have a higher propensity to migrate, as well as individuals in
the age cohort 15-44. On the contrary, individuals in the age cohort 45-64 shows
a time-invariant trend not related to the human capital content of the flow. This is
interpreted as a signal of return migration for this age cohort. Contrary to expec-
tations, results suggest that individuals with a low-level of education are those
who migrate longer-distance. Overall, the work points out the need of disentan-
gle working age migration determinants from those affecting return migration.

In a similar fashion, the chapter by Fratesi, Gagliardi, Lenzi and Percoco
investigates the behaviour of younger and recent graduates in Italy. In their
work, the authors focus on how migration decisions of recent graduate depend
on the probability to obtain a better match between individual skills and jobs.
The econometric application is based on data from the Survey on Professional
Status of Graduates issues by Istat (year 2013) and from Excelsior survey of
UnionCamere. The theory underlying the hypothesis is that, in deciding whether
to migrate, recent graduates compare the matching probability at the origin and
destination. Migration occurs when the former is lower. Job matching turns out
to be the strongest determinant of the decision to move.

The third contribution by Fazio, Maltese and Piacentino offers a descriptive
analysis of values and beliefs that might affect the future propensity to migrate
of students enrolled in the second year of secondary school. The work is based
on a survey performed in 2015 to a representative sample of second-year high-
school students in the city of Palermo (Sicily) divided by school-type. It emerges
how the vast majority of students do intend to migrate after the completion of
their studies, especially if female and/or studying classics or scientific subjects
in a lyceum-type school, or attending a teacher training school. Furthermore,
higher propensities to migrate are found for students showing better school
performance.

13
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The next three chapters analyse the territorial impact of human capital migra-
tion on local areas, a topic that, despite the bulk of literature produced, still needs
further research.

Etzo, Massidda, Mattana e Piras focus on the productivity impact of international
migration on Italian regions by using channel output decomposition by sector for the
years 2008-2011. Specifically, the value added per worker has been decomposed in
the capital to value added ratio, average hours worked per worker, total factor pro-
ductivity and a productivity-weighted skill-intensity index. Their findings suggest a
positive economic impact of immigrants on productivity and a negative impact on
skill-intensity index. This means that Italy is attracting non-skilled workers. Results
also indicate that the types of impacts change according to the economic sector in
which the immigrants work. Overall, the work points out that the positive impact
of immigrants in the host economy depends on the match between skills and tasks.

The chapter by Vecchione analyses the impact of interregional South-North
skilled migration in Italy on human capital accumulation in the South. The main
aim of the work is understanding whether, and to what extent, brain drain prevails
in origin regions (Southern ones). To do this, the author tests a model in which
skilled migration in each Italian region depends on human capital accumula-
tion of the region over the period 2001-2016. Following the literature, human
capital accumulation is measured by using enrolment rate after completion of
upper secondary education (the data come from the Anagrafe Studenti of the
Italian Ministry of Education and University, MIUR). The findings confirm that
the increase in skilled migration of the last decades has negatively affected the
human capital accumulation of the Southern regions.

By using a dynamic panel approach on Italian inter-provincial migration for
the years 2004-2014, Di Berardino, D’Ingiullo and Sarra investigate whether
international skilled immigration affects institutional quality of the destination
provinces. Following previous works, institutional quality is measured by means
of various indicators such as corruption, government effectiveness, regulatory
quality, rule of law, voice and accountability, as well as an overall index of insti-
tutional quality. The main explanatory variable is represented by human capital
migration proxied by the average years of schooling of immigrants. Even though
the results confirm the persistency of institutional quality over time, the authors
interestingly find a positive and significant effect of skilled international immi-
gration on the institutional quality of destinations.

The last group of chapters focuses on more general matters directly or indirectly
linked to human capital and migration. One of the commonalities of the majority
of the contributions of this third section, is that they investigate various types of
“divides”. The only exception is the paper of Compagnucci, Cusinato, Fois, Man-
cuso and Mazzoleni that joins the debate on the role of agglomeration versus location
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economies in a knowledge-driven society. The authors investigate whether the impor-
tance of agglomeration economies holds also in the knowledge-driven economies
and, more specifically, in cities where Knowledge-Creating Services (KCS) predom-
inate. Using a spatial lag model, they test the role of urban agglomeration economies
as a whole (proxied by the average urban rent), Marshallian external economies to
KCS sector (proxied by distance by main infrastructures and the main City Hall), and
urban economies on the density of KCS of two local labour systems in Italy, Milan
and Cagliari. The dataset based on the Register Enterprises of the Chamber of Com-
merce is represented by the universe of enterprises operating in KCS in 2017. The
author’s findings confirm the role of agglomeration economies also in KCS.

On a different line, De Falco discusses whether in a globalized world the
paradigm of the digital divide still matters. His descriptive analysis confirms
that the digital divide can still be interpreted as both source and consequence
of the increase in inequalities among countries. Factors such as GDP, education
and the share of intangible economies are listed as essential to obtain digital
convergence. However, convergence is going to take place in the future when
the “digital natives” characterized with very high technological skills will com-
pletely substitute previous generations.

The chapter by Lima also focuses on innovation. Specifically, the author dis-
cusses whether the capacity of skilled workers to embed innovation in the era of
big data is enough in helping lagging regions to catch-up. Analysing economic
growth in Sicily over the period 1970-2011, the author finds that the recent
frontiers of innovation have not intervened in closing the gap of the region. Con-
versely, at a national level, the development of R&D has facilitated the reduction
of the gap between Italy and Germany, the latter considered as an innovative
country benchmark innovative country.

The chapter by Caramis, Arosio and Mazziotta focuses on measuring cultural cap-
ital in Italian regions using a composite index. Following the UNESCO approach,
culture is defined as a multidimensional concept, and cultural development inter-
preted as a process that involves a set of dimensions (divided in core dimensions and
individual dimensions). Eventually, the authors end up with 27 indicators. The final
cultural index is calculated for the period 2010-2014 and Italian regions are ranked
accordingly. Results indicate that with few exceptions, on average, the geography
of cultural development follows the economic North-South divide of the country.

Di Liberto and Sideri using data on Italian schools provided by MIUR (school
year 2010/2011), investigate the regional geography of absenteeism. They find
evidence of a negative relationship between the regional social capital endow-
ment and regional absenteeism rate. Moreover, after distinguishing between high
and low skills workers (i.e. teachers versus technical and administrative staff),
results indicate as this relationship holds for high skills only.

15
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Part 111

The third part of this book is a tribute to Giacomo Becattini (1927-2017) and
his contribution to the interdisciplinary debate on regional science. It collects
11 chapters prompted by the speeches of the authors in two roundtables at the
2017 AISRe Conference: “Becattini, the districts, and the research on models
and policies of development”, and “Becattini and the dialogue between differ-
ent disciplinary fields”. The roundtables had the auspices, together with AISRe,
of Centro di ricerche economiche e sociali Rossi-Doria and of Societa italiana
di economia e politica industriali. The contributions are aimed not so much at
presenting memorials as at discussing research perspectives and interpretative
nodes, relevant to contemporary regional science, and inspired by this great Ital-
ian economist, who passed away in January 2017.

We thank all the authors, who have crossed the human and scientific route of
Becattini in various ways along their research and institutional activities related
to regional science and to some sister disciplines. Five of them — Roberto Cama-
gni, Fiorenzo Ferlaino, Gioacchino Garofoli, Fabio Mazzola, and Fabio Sforzi
— have played an important role in the history of AISRe; the latter was also one
of the closest collaborators of Becattini. Two others — Francesco Silva and Anna
Giunta — represent the tradition and the current stand of the industrial econ-
omy and policy in Italy. Italian studies of agricultural economy and policy are
intersected thanks to Anna Carbone; Adam Asmundo contributes with his deep
experience of economic studies on the South of Italy; Rafael Boix, together with
the Asociacion Espaniola de Ciencia Regional — AECR, takes the tradition of
regional science in Spain, and André Torre, together with the Association de Sci-
ence Régionale De Langue Frangaise — ASRDLF, takes the tradition of regional
science in France.

The section adds to a number of papers appeared in the last months, consid-
ering the figure and the works of Becattini from various and different angles,
which suggest the wide horizon of Becattini’s scientific activity and his role as a
true political economist. The chapter by Bellandi, at the end of this section, lists
some of such recent memorials, and recalls that Becattini found his theoretical
ground in the works of classical and Victorian economists, as well as of great
Italian thinkers on social and economic questions. He was one of the most impor-
tant contemporary experts of Alfred Marshall, whose writings revealed to him,
together with deep analyses of the economic systems between the ninetieth and
the twentieth century, a lively attention to the value of the human beings within
the places and times of their social and economic life. In Becattini, this combined
in an original way with enduring left-wing political passions and youth experi-
ences in contact with entrepreneurs and workers in Tuscany small cities. The
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inner key of his thought is actually a civic humanism aware of the contradictions
of the capitalist economies.

Becattini met celebrity among quite extended national and international circles
of scholars and policy-makers by proposing the concept of “industrial district”,
retrieved from “his” Marshall, as a general model useful to single out alterna-
tives to the industrial organization led by footloose large firms in contemporary
economic systems. For Becattini, the industrial district and its empirical coun-
terparts, featured by populations of specialized Small and Medium Enterprises
(SMEs) embedded in an industrial atmosphere and a reproductive social life,
were not just an interesting problem of industrial economics. They intersected
his more general and evolving views on the relations between economic sciences
and other social sciences, around the dialectics of economic structures and sub-
jective motivations, framed within circles of theory and empirical research, and
under the search for realistic interpretative models of the inner dynamics and the
variety of capitalisms and market economies. Becattini presented the concept of
the industrial district on the shoulders of Marshallian premises at the end of the
1970s. In the following decades, the industrial district became for Becattini the
core of his civic humanism.

The first three chapters of this section start precisely from the “industrial
district” notion in Becattini’s thought and its relation with regional science.
Sforzi argues on the intersections recalled just above. In particular, he stresses
the importance of the district not just as a model of industrial organization and
spatial agglomeration of firms, but more as an approach to economic change
that has its foundation in the reproductive relations of local societies. He also
points out the difficulties of reception of such approach among industrial and
regional economists. Garofoli comes back to related conceptual structures, like
the external economies of industrial development, as well as the public goods
and the policies that drive the success or the crisis of industrial districts in face
of various external challenges. Such concepts and approaches may be enlarged
to models of local development different from the industrial districts. This was
an important and quite early passage in Becattini’s search (“from the industrial
district to the local development”), expressing the possibility to generalize and
identify territorialized bottom-up drivers of the dynamics of capitalist societies.
Camagni agrees that the passage opens to a new scientific paradigm in territorial
economy, based on “relational and identitarian capital”, but sees the industrial
district as an intellectual cage imprisoning the elaboration of Becattini, and not
allowing him to consider appropriately the main territorial model, i.e. the city.
This point is touched also in other chapters that follow (viz. Silva.’s, Boix’s,
Torre’s, and Bellandi’s).
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It is true that the industrial district always remained at the core of Becattini’s
elaborations after its introduction, and was used by him has a bridge to broad
interpretative, policy, and institutional implications also relevant for regional
sciences. Important cases in point are discussed in the next three chapters. Fer-
laino reconstructs the interrelation with the surge and activity of two of the main
regional research institutes in Italy between the 1970s and the 1990s (IRES Pie-
monte and IRPET), and how they supported legislative and statistical definitions
of the industrial districts, as well as various policy measures concerning SMEs.
Actually, in the same period, Becattini expanded his national and international
networks of scientific collaboration around not only the concept but also the use
of the industrial district as the key of in-depth empirical research on territorial-
ized paths of industrialization. Asmundo and Mazzola discuss the contradictory
results of this application to Southern Italy, and argue that the industrial district
never had and still does not have a large empirical field of direct application
there. Nonetheless, it helps focussing on the need of a progressive relational cap-
ital supporting the competitiveness of local firms in various sectors of territorial
specialization, not necessarily centred on manufacturing. Giunta recalls some
passages relating the district with the research on the Italian industry. In particu-
lar, she points to the contemporary challenges brought to the Italian industrial
districts and the related “made in Italy” sectors by the phase of globalization
emerged in the 1990s and expanded thereafter. She maintains that the hetero-
geneity of paths of reaction points out the need to understand better different
models also for future policies of productive development.

The views presented in the first six chapters open to various threads of reflec-
tion on the role of Becattini’s work on regional science. The next four chapters
help to look at this role from different disciplinary and national angles. Silva
retraces various important contaminations that shaped Becattini’s research on the
industrial district, in particular referring to contemporary institutional, industrial,
and heterodox economists. He also points out the not easy relation of Becattini’s
thought with the implications of industrial policy, much more cultivated by his
friend in district campaigning, Sebastiano Brusco. Carbone comes back to the
“reciprocal interest and influence between Becattini and a group of Italian agri-
cultural economists”, also recalling the opportunity of collective discussion that
Becattini launched in the 1990s, and organized for many years with Fabio Sforzi,
i.e. the “free” (from rigid disciplinary borders) School of Artimino on local
development. She illustrates the contaminations bringing to a new view of the
role of the territory in shaping agro-food systems. Boix analyses in great detail
the penetration of Becattini’s thought in Spanish and Latin America regional sci-
ence, and the influence “on industrial policy and local development initiatives”
in Spain, also thanks to his participation to a large network of industrial, labour
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and regional economists working in or with some Spanish regions and cities.
Torre presents the penetration of Becattini’s thought on French regional science
from the 1980s, according to waves of reception, distancing, and renewed atten-
tion that follow the evolution of the research in France on the joint consideration
of spatial and productive problems. The “opening of the black box of local rela-
tions” supported the emersion of research programs on the innovative milieu,
local productive systems, and proximity.

Bellandi concludes the section with a chapter where the passage from the dis-
trict to broader models of local development is inserted within a common field of
methodological problems. This also opens to the intertwining, in Becattini’s late
thinking, between the so-called capitalism “with a human face” and the future of
the industrial districts.

Prospects of development and variation of district approaches are hinted at
the end of this chapter, and add to other interesting hints for future research that
concludes all the previous chapters.
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Sopravvivere durante una crisi.
Il ruolo dei cluster locali e dei gruppi d’impresa

Giulio Cainelli* Valentina Giannini®, Donato lacobucci®

Sommario

Lo scopo di questo lavoro é analizzare come e in che misura le relazioni esterne,
come [’appartenenza ad un cluster locale o ad un gruppo di imprese, influenzino la
probabilita di sopravvivenza e la performance economica delle imprese dopo la Grande
Recessione del 2008. L’ipotesi principale del lavoro e che ’appartenenza a un gruppo
di imprese o a un cluster locale tende ad attenuare gli effetti di selezione determinati da
shock reali e finanziari e che solo le unita piu efficienti tra le imprese “isolate” soprav-
vivono. Cio significa che le imprese che fanno parte di un gruppo o che si trovano all’in-
terno di un cluster locale evidenziano una minore probabilita di fallimento, ma anche
performance inferiori rispetto alle imprese indipendenti. Utilizzando un ampio dataset
relativo a 155.841 societa italiane manifatturiere, di cui 28.167 appartenenti a gruppo,
testiamo queste ipotesi per il periodo 2005-2012. I risultati confermano le aspettative.
Le imprese localizzate in cluster locali o appartenenti a un gruppo mostrano tassi di
sopravvivenza piu elevati durante la Grande Recessione rispetto alle imprese indipen-
denti. Tuttavia, queste ultime mostrano livelli piu elevati di performance in termini di
crescita e redditivita.

1. Introduzione

Le performance aziendali dipendono non solo dall’organizzazione interna e
dalle scelte strategiche, ma anche dalla rete di relazioni che un’impresa € riuscita
ad instaurare nel tempo con altre unita. Queste relazioni possono influenzare
la capacita dell’impresa di acquisire conoscenze, informazioni per I’innova-
zione e specifici input e di accedere alle risorse finanziarie. Le due tipologie piu
importanti di networking sono i gruppi di imprese e i cluster locali. Nel caso
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dei gruppi, i rapporti tra imprese sono basati su legami di proprieta. Un gruppo
¢ definito come un insieme di imprese giuridicamente indipendenti controllate
dalla stessa persona(e). Il vertice del gruppo puo essere un individuo o un gruppo
di persone, spesso membri della stessa famiglia (Almeida, Wolfenzon, 2006a).
L’appartenenza ad un gruppo puo facilitare I’accesso ai finanziamenti, grazie
al funzionamento di un mercato interno dei capitali (Hamelin, 2011). Questo
tipo di network puo anche facilitare gli scambi di input produttivi e di risorse
manageriali tra le unita del gruppo. Di conseguenza, le imprese che fanno parte
di un gruppo possono avere capacita di investimento e di innovazione superiori
rispetto ad imprese indipendenti (Belenzon, Berkovitz, 2010).

Nel caso dei cluster locali esiste una vasta letteratura di economia regionale e
di geografia economica che ha enfatizzato i vantaggi agglomerativi delle imprese
appartenenti alla medesima industria o catena di produzione (Glaeser et al.,
1992; Porter, 1998). L’idea base di questi lavori, che si rifanno al fondamentale
contributo di Marshall (1920) sui distretti industriali, ¢ che le imprese localiz-
zate vicino ad altre unita e che operano nello stesso settore beneficiano di minori
costi di trasporto, di economie esterne, della disponibilita di lavoratori e fornitori
specializzati e di spillover di conoscenza (Glaeser et al., 1992; Duranton, Puga,
2004; Baldwin et al., 2011). Inoltre, diversi studi sui distretti industriali italiani
suggeriscono 1’esistenza di un altro vantaggio per le imprese localizzate all’in-
terno di questi sistemi produttivi locali: la complessa rete di relazioni verticali e
orizzontali che si realizzano tra queste imprese e che possono avere un’influenza
positiva sulla loro performance economica.

Questi due tipi di networking — gruppi di imprese e cluster locali — possono
coesistere e rafforzarsi. Alcuni studi suggeriscono infatti che 1’agglomerazione
spaziale delle imprese puo favorire la formazione di gruppi di imprese (Brioschi
et al., 2002). Questa tipologia di gruppi situati all’interno di distretti industriali
sono definiti “gruppi distrettuali” e cio per sottolineare 1’idea di un gruppo in
grado di beneficiare degli effetti agglomerativi.

Agglomerazione e partecipazione ad un gruppo di imprese dovrebbero svol-
gere un ruolo rilevante sulla performance aziendale in presenza di shock reali o
finanziari. Tuttavia, la direzione di questo effetto non ¢ univoca. L’improvvisa
diminuzione della domanda interna e internazionale, iniziata nell’autunno del
2008, a seguito della crisi finanziaria, e la conseguente stretta creditizia, offrono
una cornice ideale per valutare i diversi effetti dell’appartenenza a un gruppo e
a un cluster locale. I gruppi di impresa possono beneficiare delle diverse attivita
svolte dalle societa del gruppo e della possibilita di condividere le risorse finan-
ziarie del gruppo tramite il cosiddetto mercato interno dei capitali. Le imprese
che fanno parte di un cluster locale sono caratterizzate da meccanismi di tipo
cooperativo con altre imprese, che favoriscono relazioni a lungo termine lungo
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la catena produttiva (Dei Ottati, 1994). Per queste ragioni, ci aspettiamo che
le imprese appartenenti ad un gruppo o ad un cluster locale abbiano una mag-
giore probabilita di sopravvivenza durante periodi di shock finanziari e reali.
Tuttavia, quando si considera la crescita dell’impresa e la redditivita, le imprese
appartenenti a gruppi potrebbero sopravvivere nonostante le scarse performance,
mentre le imprese indipendenti, soggette alle stesse condizioni, potrebbero
essere costrette ad uscire dal mercato. Per questa ragione, analizzando le imprese
sopravvissute alla Grande Recessione, mostriamo che le imprese indipendenti
sopravvissute hanno registrato generalmente migliori performance rispetto a
quelle che fanno parte di un gruppo o di un cluster locale.

La nostra analisi empirica si riferisce all’Italia. Questo paese rappresenta un
contesto interessante per questo tipo di analisi per due ordini di motivi. In primo
luogo, per il forte shock della domanda che ha colpito il sistema industriale
all’inizio della crisi (2009) e per la gravita della stretta creditizia negli anni suc-
cessivi che hanno favorito la stagnazione della domanda interna nel 2011 e 2012.
In secondo luogo, i gruppi di imprese e i cluster locali (identificati nel nostro
lavoro con i distretti industriali) sono rilevanti per I’organizzazione della produ-
zione manifatturiera in Italia.

Per verificare empiricamente queste ipotesi, nel lavoro utilizziamo un nuovo
dataset a livello di gruppi di impresa, sviluppato utilizzando le informazioni sulla
proprieta di societa per azioni, estratte dal database AIDA. Cid ci consente di
mappare i gruppi di impresa manifatturieri italiani nel corso del 2012. Il database
AIDA fornisce anche informazioni finanziarie ed economiche per le societa del
gruppo e non per il periodo 2005-2012. I dati si riferiscono a 155.839 societa per
azioni, 28.168 delle quali fanno parte di un gruppo. Vengono utilizzati modelli
econometrici del tipo Instrumental Variables (1V) per identificare le determi-
nanti della probabilita di sopravvivenza a livello d’impresa e la performance
economica (Return on Assets (ROA) e crescita delle vendite). Per comprendere
in che modo le due forme di networking (appartenenza a un gruppo o a un cluster
locale) hanno reagito alla Grande recessione del 2008, vengono poi confrontate
le societa indipendenti con quelle appartenenti ad un gruppo e si analizzano le
caratteristiche dei gruppi all’interno e all’esterno dei distretti industriali.

Nel complesso, i nostri risultati supportano 1’ipotesi che I’appartenenza ad
un gruppo o ad un cluster locale aumenti la probabilita di sopravvivenza in con-
dizioni difficili come quelle registrate durante la Grande Recessione del 2008

I1lavoro ¢ organizzato come segue. La sezione 2 esamina la letteratura sull’ef-
fetto dei gruppi e dei cluster locali sulla performance aziendale. La sezione 3
descrive il dataset e la metodologia econometrica utilizzata. La sezione 4 discute
1 principali risultati. La sezione 5 conclude il lavoro.
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2. Letteratura e ipotesi di ricerca

La letteratura sui gruppi di imprese mostra come tale fenomeno sia diffuso
in tutte le classi dimensionali e in tutti i paesi (Bae et al., 2008; 2002; Fan et
al., 2005; Ferris et al., 2003; Gopalan et al., 2007; Khanna, Yafeh, 2007), tra
cui molte economie emergenti (Gorodnichenko et al., 2009; Hamelin, 2011;
Khanna, Yafeh, 2005; Samphantharak, 2003).

Sono state sviluppate diverse giustificazioni teoriche per la presenza dei
gruppi. La letteratura che si riferisce ai paesi emergenti spiega la presenza di
gruppi (soprattutto di grandi dimensioni) come risposta alla debolezza delle isti-
tuzioni di mercato, in particolare dei mercati finanziari. Ad esempio, una delle
caratteristiche piu importanti del gruppo ¢ la possibilita di trasferire risorse
finanziarie tra societa affiliate (mercato interno dei capitali).

I mercati dei capitali sono imperfetti e queste imperfezioni del mercato sono
piu evidenti nelle economie emergenti, dove i mercati finanziari non sono
pienamente sviluppati e le imprese sono piu soggette a vincoli finanziari. L’ap-
partenenza ad un gruppo puo aiutare a superare questi vincoli. Inoltre, la presenza
di un mercato interno dei capitali ¢ una delle ragioni principali della maggiore
propensione innovativa delle imprese appartenenti ad un gruppo rispetto alle
imprese indipendenti (Belenzon, Berkovitz, 2010).

Ci si aspetta che il piu facile accesso alle risorse finanziarie aiuti gli investi-
menti e la crescita da parte delle societa affiliate, ma cio potrebbe non comportare
performance finanziarie superiori. Diversi studi mostrano infatti performance
inferiori delle imprese affiliate rispetto alle imprese indipendenti (Bae et al.,
2002; Claessens et al., 2002; George, Kabir, 2008; Joh, 2003; Lins, 2003) e que-
sto ¢ piu evidente nel caso di grandi gruppi. Alcuni autori (Almeida, Wolfenzon,
2006b) sostengono che una delle ragioni della minore performance delle imprese
affiliate potrebbe essere che le imprese indipendenti, che hanno meno risorse
disponibili, le investano in progetti piu redditizi, mentre le imprese affiliate che
beneficiano di maggiori quantita di risorse interne, investono anche in progetti
meno redditizi.

Hamelin (2011), considerando un gruppo di PMI francesi, ritiene che le
imprese affiliate ottengono risultati migliori rispetto alle imprese non-affiliate.
Khanna e Yafeh (2007) sostengono che le performance delle imprese affiliate
dipendono anche dalle caratteristiche del paese in cui operano: nei mercati emer-
genti ¢ piu facile trovare gruppi diversificati in cui le performance delle imprese
affiliate sono sacrificate a favore del mantenimento della stabilita del gruppo.
In generale, in questo lavoro si sostiene 1’idea che I’appartenenza ad un gruppo
favorira I’innovazione ¢ la continuita piuttosto che la redditivita. Cio vale soprat-
tutto in un contesto di crisi reale e finanziaria. Ci aspettiamo che le imprese
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del gruppo, anche quando registrano performance negative, hanno una maggiore
probabilita di sopravvivenza grazie al supporto fornito dalle loro controllanti,
mentre le imprese indipendenti meno performanti potrebbero essere costrette a
uscire dal mercato.

Nel breve periodo, il sostegno finanziario fornito dal gruppo potrebbe deter-
minare la sopravvivenza di imprese inefficienti, producendo cosi un effetto
negativo sul benessere (Almeida, Wolfenzon, 2006a). Tuttavia, 1’effetto com-
plessivo non ¢ chiaro poiché, nel lungo periodo il gruppo potrebbe evitare la
dispersione delle risorse produttive che derivano dal fallimento di un’impresa.
Questo ruolo del gruppo risulta particolarmente rilevante nei periodi di crisi eco-
nomica. Le imprese affiliate potrebbero essere in grado di sopportare I’effetto di
uno shock reale o finanziario per un periodo piu lungo, grazie al supporto fornito
dalle altre societa del gruppo.

In questo lavoro testiamo questa ipotesi confrontando per 1’Italia I’andamento
delle imprese indipendenti e di quelle appartenenti a gruppi nel periodo 2008-
2012. 11 caso italiano ¢ rilevante perché, dopo lo shock economico-finanziario
del 2008-2009, il paese ¢ entrato in un triennio (2010-2012) caratterizzato da
una recessione interna e da un forte razionamento del credito. Secondo Landini
(2016), tra il 2008 e il 2012, migliaia di aziende sono uscite dal mercato.

Quando si considera la performance delle imprese durante la crisi, I’effetto di
appartenenza ad un gruppo potrebbe non essere facilmente identificabile e cio a
causa della presenza di effetti contrapposti. Da un lato, il supporto del gruppo
puo aiutare le imprese a ottenere performance maggiori rispetto alle imprese
indipendenti: cid potrebbe essere dovuto alla condivisione di risorse, all’accesso
facilitato al finanziamento o al supporto sotto forma di scambi inter-aziendali di
beni e servizi. Allo stesso tempo, questa attenuazione dell’effetto di selezione
puo comportare in ultima analisi la sopravvivenza di imprese affiliate con scarse
performance in termini sia di crescita che di redditivita. Quale di questi due
effetti sia prevalente ¢ una domanda che puo trovare una risposta solo a livello
empirico.

E noto che le imprese nei cluster locali possono beneficiare non solo delle
esternalita di natura agglomerativa, ma anche di relazioni verticali e orizzon-
tali. Tra 1 benefici agglomerativi, le imprese traggono vantaggio dalle tre fonti
“tradizionali” di esternalita locali proposte originariamente da Marshall (1920):
condivisione degli input, effetti legati al mercato locale del lavoro e spillover di
conoscenza. Inoltre, diversi studi sui distretti industriali italiani hanno suggerito
I’esistenza di un altro vantaggio per le imprese situate all’interno di cluster locali:
la peculiare miscela di comportamenti competitivi e cooperativi. Un esempio
di queste relazioni puo essere identificato nella gestione delle relazioni com-
merciali (Dei Ottati, 1994). Questi due meccanismi — esternalita agglomerative

27

Copyright © 2018 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788891776945



e relazioni di natura cooperativa-competitiva — possono avere un effetto gene-
ralmente positivo sulla probabilita di sopravvivenza delle imprese. Per questo
motivo, ci aspettiamo che durante la Grande Recessione le esternalita derivanti
dall’agglomerazione e i comportamenti collaborativi tra le imprese distrettuali
abbiano aumentato la probabilita di sopravvivenza di queste imprese rispetto a
imprese simili non-distrettuali.

Come nel caso dell’appartenenza ad un gruppo, 1’attenuazione dell’effetto di
selezione nei cluster locali puo determinare la sopravvivenza di imprese meno
efficienti che altrimenti sarebbero uscite dal mercato. Rispetto all’appartenenza
ad un gruppo, ci si aspetta che entrambi gli effetti — I’attenuazione dell’effetto di
selezione e I’effetto di supporto — siano minori. Tuttavia, non ¢ possibile ipotiz-
zare ex-ante quale dei due effetti sia prevalente.

In generale, ci aspettiamo che ’appartenenza ad a un gruppo o a un cluster
locale abbia un effetto positivo sulla probabilita di sopravvivenza durante la
Grande Recessione. Nel caso della crescita e della redditivita non abbiamo un’a-
spettativa a priori poiché il ruolo di supporto fornito dall’appartenenza ad un
gruppo o da un cluster locale puo essere compensato durante la crisi dal piu
forte effetto di selezione sulle societa indipendenti e dall’attenuazione di questo
effetto sulle societa appartenenti a un gruppo o un cluster locale. Di conse-
guenza, potremmo osservare che I’appartenenza a un gruppo o a un cluster locale
potrebbe avere un impatto negativo sulla performance media delle imprese.

3. Dataset e metodologia

3.1. Il dataset

Questo lavoro utilizza un nuovo dataset sui gruppi di impresa, sviluppato
utilizzando le informazioni sulla proprieta delle societa per azioni estratte dal
database AIDA. Questo database fornisce informazioni finanziarie ed economi-
che per le imprese manifatturiere, appartenenti o meno a gruppi di impresa, per
il periodo 2005-2012. I dati si riferiscono a 155.841 societa per azioni mani-
fatturiere, di cui 28.167 imprese appartenenti a gruppo. Questo ci consente di
identificare 1’intera popolazione dei gruppi italiani con almeno una delle loro
imprese operante nel settore manifatturiero. In particolare, il nostro dataset com-
prende 55.909 imprese appartenenti a gruppi: 28.167 imprese manifatturiere,
17.267 di altri settori e 10.475 imprese straniere. Il numero totale di osservazioni
¢ di circa 600 mila.

Per identificare i cluster locali utilizziamo i Sistemi Locali del Lavoro (SLL)
identificati dall’ISTAT sulla base delle informazioni tratte dal censimento della
popolazione italiana del 2011. Nello specifico, 'ISTAT identifica 611 SLL, definiti
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come aree geografiche sub-regionali nelle quali la maggioranza della popolazione
residente pendola al suo interno per motivi di lavoro e 141 distretti industriali.
Le Tabelle 1, 2 e 3 mostrano le principali caratteristiche del nostro dataset.
La Tabella 1 riporta I’elenco delle variabili utilizzate nell’analisi empirica. La
Tabella 2 e la Tabella 3 presentano alcune statistiche descrittive per le variabili
incluse nell’analisi empirica: si noti che le imprese appartenenti a gruppi sono
di solito piu longeve delle aziende indipendenti. Inoltre, le imprese del gruppo
mostrano valori piu alti per la durata del debito e la produttivita dell’ impresa.

3.2. Metodologia

Esaminiamo gli effetti dell’appartenenza a un gruppo di impresa e a un
distretto industriale, in primo luogo, sulla sopravvivenza e poi sulla loro perfor-
mance economica.

3.2.1. Gli effetti sulla sopravvivenza delle imprese

I primo effetto viene analizzato utilizzando due diversi modelli: un modello
Probit e un modello Lineare di Probabilita con Variabili Strumentali (IV-LPM).
Innanzitutto, stimiamo il seguente modello Probit:

Pr(Y,=1|distretto, gruppo, X)= (0, +6, distretto+0, gruppo+X0) [1]

Tabella 1 — La lista delle variabili

ROA profittabilita: return on assets

tasso_vendite  variazione annuale delle vendite (%)

Sopravvivenza dummy=1 se un’impresa ¢ sopravvissuta per almeno tre anni consecutivi

distretto dummy=1 se un’impresa ¢ localizzata in un distretto industriale
gruppo dummy=1 se un’impresa appartiene a un gruppo

lun_deb lunghezza del debito verso fornitori (in giorni)

output valore della produzione (migliaia di euro)

eta differenza 2012 — anno di fondazione dell’impresa (anni)

bank_debito rapporto tra i debiti bancari e il totale attivita

cost_out rapporto tra il costo dei beni e servizi e totale costi produzione
SP Specialized suppliers
SB Science based
SI Scale intensive
DS Dominated supplier
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Tabella 2 — Statistiche descrittive

Variabile Media Std. Dev. Min Max

ROA 0,026 0,135 -1 1
. 0,009

tasso_vendite 0.009 0,644 -9,54 10,05
sopravvivenza 0,713 0,452 0 1
gruppo 0,180 0,384 0 1
distretto 0,368 0,482 0 1
eta 17,6 14.1 0 158
output 7.726,6 103.189,4 1 21.000.000
cost_out 0,633 0,229 0 1
bank_debito 1,072 17,31 0 3.731,9
lun_deb 48,93 230,9 0 7.265

Table 3 — Statistiche descrittive dal 2005 al 2012 (pooled obs*)

Imprese autonome Imprese appartenenti a gruppo

Variabili** Mean  Std, Dev, Min Max Mean Staggev, Min Max
ROA 0,0 0,1 -1 1 0,0 0,1 -1 1
tasso_vendite 0,0 0,7 -9,5 8,3 0,0 0,6 -9,5 10,1
sopravvivenza 0,7 0,5 0 1 0,8 0,4 0 1
distretto 0,4 0,5 0 1 0,4 0,5 0 1
eta 16,8 13,5 0 158 20,9 16,2 1 148
output 2.524,6 17.480,2 1 5.100.000 27.668,3 225325 1  21.000.000
cost_out 0,6 0,2 0 1 0,7 0,2 0 1
bank_debito 0,5 0,3 0 8,7 0,5 0,3 0 7,4
lun_deb 33,5 204,7 0 7.265,2 109,4 306,0 0 7.230,9

Note: * Pooled obs: 1.021.368 imprese autonome; 225.336 imprese appartenenti a gruppo; ** Vedi
Tabella 1 per le unita di misura.
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dove ¢ () ¢ la funzione di distribuzione cumulativa della variabile casuale
normale standard e X ¢ il vettore delle variabili di controllo che comprende:
(1) 19 dummy geografiche; (ii) 6 dummy temporali; (iii) 3 dummy settoriali alla
Pavitt (SS, SB e SI; DS ¢ la dummy di riferimento); (iv) "output (output) che
misura il livello di produzione dell’impresa; (v) 1’eta (eta) che misura il numero
di anni dalla fondazione dell’impresa; (vi) /un deb che misura la lunghezza
dell’indebitamento dell’impresa verso i fornitori; (vii) bank debito misurato
come il rapporto tra prestiti bancari e totale dell’attivo; (viii) cost out misu-
rato come rapporto tra beni e servizi acquistati e i costi totali di produzione, ¢
utilizzato come indicatore del grado di esternalizzazione esterna (il contrario
dell’integrazione verticale).

La variabile dipendente, Y, € una dummy che assume valore 1 se I’impresa ¢
sopravvissuta per almeno tre anni consecutivi nel periodo 2005-2012 e 0 in caso
contrario. Il modello Probit stima le determinanti della probabilita di soprav-
vivenza dell’impresa assumendo che le variabili esplicative — in particolare, le
variabili distretto e gruppo — siano esogene. Se queste due variabili sono endo-
gene saranno correlate con il termine di errore. Cio richiede un approccio IV.
Per tenere conto della potenziale endogeneita di queste due variabili esplicative
stimiamo un modello IV-LPM:

Pr(Y,=1|X,2)=0,+0 distretto+0,gruppo+X0+¢ [2]

dove Z ¢ il vettore degli strumenti e € ¢ il termine di errore. Utilizzando que-
sto secondo approccio, ¢ necessario identificare strumenti validi per le variabili
gruppo e distretto. Per i gruppi, utilizziamo le quote di maggioranza (%) per le
imprese appartenenti a gruppi. La quota di maggioranza si riferisce al proprie-
tario finale con una percentuale minima del 50,01%. L’idea alla base di questa
scelta ¢ che, nelle imprese controllate, cio¢ nelle imprese appartenenti a gruppi,
questa quota ¢ significativamente piu alta rispetto alle societa indipendenti. In
questo senso, questa variabile puo essere considerata come una sorta di “marca-
tore” della forma gruppo. Inoltre, la variabile non ¢ correlata alla probabilita che
I’impresa sopravviva.

Per 1l distretto industriale, utilizziamo la storia come fonte di variazione
spaziale esogena nella distribuzione geografica dei distretti industriali. Nello
specifico, selezioniamo due tipi di dati storici per prevedere la variabile distretto.
Il primo ¢ una misura dell’intensita distrettuale a livello provinciale. Questa
variabile ¢ data dal rapporto tra il numero degli addetti occupati nelle imprese
manifatturiere distrettuali ¢ 1’occupazione totale manifatturiera a livello pro-
vinciale nel 1991 (Arcangelis, De Ferri, 2003). La seconda serie di dati storici
consiste in informazioni sulle dominazioni storiche nel passato. L’idea di fondo
¢ che le diverse tradizioni politiche e istituzionali che si sono avute nel passato
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potrebbero aver stimolato I’accumulazione di capitale sociale, favorendo dun-
que lo sviluppo di cluster locali. Nello specifico, usiamo come strumenti le
informazioni sulla dominazione storica a livello provinciale durante i 700 anni
precedenti la costituzione dello stato unitario (Di Liberto, Sideri, 2015). Come ¢
noto, questi dati misurano il numero di anni durante i quali le province italiane
sono state governate da Normanni, Svevi, Savoia, autorita dello Stato Pontificio,
Angio, Spagnoli, Austriaci, Borboni e Veneziani. Controlliamo la bonta della
nostra strategia di strumentazione utilizzando diversi test statistici. La Tabella 4
presenta i p-value per la statistica J di Hansen, i test di Wu-Hausman e di Durbin-
Wu-Hausman che confermano tutti la bonta dei nostri strumenti.

3.2.2. Gli effetti sulla performance delle imprese

Per analizzare gli effetti dell’appartenenza a un gruppo e ad un distretto sulla per-
formance economica delle imprese sopravvissute stimiamo la seguente equazione:

Y, =B, +B, distretto+B, gruppo+Xy+v [3]

dove Y, ¢ la performance economica dell’impresa misurata come ROA (una
misura di profitto) e come variazione annuale delle vendite (una misura della per-
formance di crescita). Come nell’analisi precedente, I’appartenenza ad un distretto
¢ catturata tramite una dummy che assume valore 1 se I’impresa ¢ localizzata in
un cluster e 0 altrimenti, mentre I’appartenenza ad un gruppo ¢ catturata da una
dummy che assume valore 1 se I’impresa appartiene a un gruppo e 0 altrimenti.
Infine, X & un vettore di controlli e v ¢ il termine di errore. Partendo dal presup-
posto che E [v|distretto, gruppo, X]=0, I’equazione puod essere stimata in modo
consistente utilizzando uno stimatore dei Minimi Quadrati Ordinari (OLS). Se
le due principali variabili esplicative — distretto e gruppo — sono endogene, OLS
fornira stime inconsistenti. Esistono due fonti di (potenziale) endogeneita: (i) sele-
zione del campione (un problema di variabili omesse) e (ii) simultaneita.

Trattiamo questi problemi di endogeneita utilizzando un approccio a Variabili
Strumentali (IV). Nello specifico, adottiamo una procedura in tre stadi (Adams
etal.,p. 142,2009). Nel primo, stimiamo due modelli Probit per le determinanti
dell’appartenenza a un distretto industriale e a un gruppo. Nel secondo stadio,
regrediamo distretto e gruppo su X e sui valori predetti delle variabili distretto e
gruppo ottenuti nel primo stadio. Nel terzo stadio, regrediamo Y, su X e sui valori
predetti delle variabili distretto e gruppo ottenuti nel secondo stadio.

Vi sono alcuni vantaggi nell’adottare questo approccio econometrico (Adams
et al., 2009). Innanzitutto, tiene conto della natura binaria delle variabili endo-
gene: nel nostro caso, le variabili dicotomiche gruppo e distretto. In secondo
luogo, non richiede che il modello binario nel primo stadio sia specificato

32

Copyright © 2018 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788891776945



correttamente. Per implementare questa procedura econometrica in tre stadi,
¢ necessario identificare strumenti validi per le variabili gruppo e distretto.
Adottiamo gli stessi strumenti gia utilizzati per analizzare le determinanti della
probabilita di sopravvivenza dell’impresa.

4. I risultati empirici

La Tabella 4 presenta i risultati delle stime delle determinanti la probabilita
della sopravvivenza delle imprese durante il periodo in esame.

Dopo aver controllato per una serie di variabili che potrebbero influenzare la
probabilita di sopravvivenza, troviamo che I’appartenenza a un gruppo e a un clu-
ster locale hanno un effetto positivo sulla probabilita di sopravvivenza. Questo
risultato ¢ coerente con le nostre aspettative. Inoltre, come previsto, otteniamo
che ’appartenenza a un gruppo ha un effetto molto piu forte sulla probabilita
di sopravvivenza rispetto all’appartenenza a un cluster locale. Le altre variabili
considerate nell’analisi mostrano i segni attesi. L’eta € positiva e statisticamente
significativa, mentre il coefficiente di output ¢ positivo e significativo solo nelle
stime probit; nelle stime I[V-LPM questo coefficiente perde di significativita. Cio
significa che le imprese piu vecchie hanno una maggiore probabilita di sopravvi-
vere, mentre il ruolo svolto dalla dimensione d’impresa ¢ ambiguo. La variabile
di outsourcing € positiva e statisticamente significativa, a indicare la migliore
capacita delle imprese disintegrate di reagire a shock esterni come una crisi eco-
nomica. Questo risultato non ¢ sorprendente dato che la disintegrazione verticale
consente alle imprese un piu alto grado di flessibilita organizzativa e produttiva.

Infine, le variabili finanziarie, come la lunghezza dell’indebitamento dell’im-
presa nei confronti dei fornitori e il rapporto tra i prestiti bancari e il totale attivo,
hanno un impatto negativo sulla probabilita di sopravvivenza. Ancora una volta,
questo risultato ¢ come previsto. La debolezza finanziaria ¢ uno dei fattori prin-
cipali che aumenta la probabilita che un’impresa esca dal mercato. Nel caso delle
determinanti della performance aziendale, i risultati sono meno univoci a causa,
come discusso in precedenza, di due effetti contrastanti (Tabella 5).

Da un lato, I’appartenenza a un gruppo o a un cluster locale fornisce all’im-
presa numerosi vantaggi e supporta le performance dell’impresa. Allo stesso
tempo, ’effetto positivo sulla sopravvivenza che abbiamo osservato nella stima
precedente attenua |’effetto di selezione, che ¢ stato particolarmente forte durante
la crisi. Di conseguenza, nel caso di imprese indipendenti, solo i migliori in ter-
mini di risultati sopravvivono, mentre I’appartenenza ad un gruppo o a un cluster
locale consente anche alle imprese meno performanti di sopravvivere. In partico-
lare, nel caso di imprese appartenenti a un gruppo, le stime mostrano un effetto
positivo sulla redditivita, ma un effetto negativo sulla crescita delle vendite. In
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Tabella 4 — Le determinanti della probabilita di sopravvivenza

Variabile dipendente Probabilita di sopravvivenza
Modello Probit Modello IV-LPM
(1) 2)
0,195 *** 0,477 **
£ruppo (0,016) (0,201)
. 0,061 *** 0,041 ***
distretto 0.012) (0.011)
. -0,497 *** -0,030 ***
In(bank _debito) (0,023) 0,011
-0,049 *** -0,024 ***
In(lun_deb) (0,002) (0,007)
In(cost_out) 0,099 *=* 0,031 **
X (0,009) (0,008)
In(eta) 0,586 *** 0,089 ***
(0,007) (0,007)
In(output) 0,124 *** -0,021
P (0,003) (0,015)
S 0,082 **%* 0,0007
(0,013) (0,006)
SB 0,077 *** -0,020
(0,026) (0,016)
S 0,052 *** -0,001
(0,012) (0,004)
DS Ref. Ref.
dummy regionali Yes Yes
dummy temporali Yes Yes
N. Obs. 597.585 520.457
R? 0,187
Hansen J statistic (p-value) 0,505
Wu_Hausman test (p-value) .. 0,000
Durbin-Wu-Hausman test (p-value) .. 0,000

Note: *** significativo al 99%; ** significativo al 95%; * significativo al 90%; gli standard error
sono clusterizzati.

altre parole, nel caso della redditivita, il supporto fornito dall’appartenenza a un
gruppo prevale sull’effetto di selezione. Tuttavia, nel caso di una crescita delle
vendite, I’appartenenza a un gruppo consente la sopravvivenza di imprese con
uno scarso rendimento.

Al contrario, ’appartenenza a un cluster locale ha un impatto negativo su
entrambi, la redditivita e la crescita delle vendite. I lavori sul ruolo dei clu-
ster locali mostrano che, in periodi stabili, ’effetto di “supporto” generato
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Tabella 5 — Le determinanti della performance aziendale

Variabile dipendente ROA Tasso_vendite
Modello IV Modello 1V
G 0,288 *** -0,934 ***
fuppo (0,032) (0,022)
distretto 0,069 *+x -0,026 **
(0,016) (0,008)
. -1,545 *** -0,201 ***
In(bank_debito) (0,022) (0,007)
-0,043 *** 0,003 ***
In(lun_deb) (0,001) (0,001)
In(cost_out) 0,033 0,077 ¥+
- (0,005) (0,003)
In(eta) -0,248 *** -0,221 ***
(0,003) (0,002)
In(output) -0,009 ** 0,160 ***
p (0,003) (0,002)
sS 0,147 *** 0,037 ***
(0,004) (0,002)
SB 0,165 *** 0,090 ***
(0,008) (0,004)
S 0,0005 0,011 ***
(0,004) (0,002)
DS Ref. Ref.
dummy regionali Yes Yes
dummy temporali Yes Yes
N. Obs. 384.472 412.577
R? 0,092 0,129
VIF
N. repliche 500 500
Hansen J statistic (p-value)
Wu_Hausman test (p-value) 0,000 0,000
Durbin-Wu-Hausman test (p-value) 0,000 0,000

Note: *** significativo al 99%; ** significativo al 95%; * significativo al 90%; gli standard error
sono clusterizzati o boostrappati.

dall’agglomerazione spaziale ha un impatto positivo sulle prestazioni dell’im-
presa. Tuttavia, durante periodi di crisi finanziaria, 1’attenuazione dell’effetto di
selezione produce un effetto negativo sulla performance, consentendo la soprav-
vivenza di imprese con performance deboli. Come previsto, I’entita dell’effetto
sulla performance determinato dall’appartenenza a un cluster locale ¢ molto
inferiore all’effetto dell’appartenenza ad un gruppo.
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Quando consideriamo le altre variabili esplicative, scopriamo che il loro effetto
¢ simile agli effetti gia osservati sulla probabilita di sopravvivenza. La debolezza
finanziaria delle imprese, misurata dal livello dei debiti finanziari sul totale delle
attivita, ha un impatto negativo sia sulla redditivita sia sulla crescita. Le stime
confermano I’impatto positivo dell’outsourcing sulla performance aziendale. Le
imprese che hanno concentrato il proprio investimento in attivita core ¢ hanno
esternalizzato fasi della catena del valore sono state piu abili non solo a soprav-
vivere, ma anche a migliorare le proprie performance durante la crisi.

E interessante notare che, in queste stime, I’eta delle imprese ha un impatto
negativo sia sulla redditivita che sulla crescita delle vendite, ma un effetto posi-
tivo sulla probabilita di sopravvivenza. Analogamente al meccanismo discusso
in relazione al ruolo dei gruppi e del clustering, anche in questo caso, la mag-
giore resilienza alla crisi delle imprese piu longeve produce un compromesso tra
sopravvivenza e performance.

5. Conclusioni

Le relazioni esterne sono importanti non solo per la sopravvivenza delle imprese
ma anche per una solida performance economica. Concentrandosi su due tipi di
relazioni esterne — la localizzazione di un’impresa in un cluster e I’appartenenza ad
un gruppo — questo studio ha esaminato come e in che misura queste due tipologie
di networking hanno influenzato la probabilita di sopravvivenza dell’impresa e la
performance economica dopo la Grande Recessione del 2008.

Si prevedeva che la forza delle relazioni esterne avrebbe avuto un impatto
positivo sulla sopravvivenza durante la crisi, ma un effetto ambiguo sulle pre-
stazioni. Cio ¢ dovuto al fatto che 1’attenuazione dell’effetto di selezione fornito
dall’appartenenza a un gruppo o a un cluster locale consente anche alle imprese
meno performanti di sopravvivere, mentre nel caso delle imprese indipendenti
restano sul mercato solo le unita con le migliori performance.

I nostri risultati sono in linea con le aspettative. Le imprese ubicate nei
distretti industriali e che fanno parte di un gruppo hanno infatti mostrato tassi
di sopravvivenza piu elevati durante la Grande Recessione rispetto alle imprese
indipendenti. Tuttavia, le imprese autonome hanno mostrato tassi di crescita piu
elevati rispetto alle societa del gruppo o dei cluster, dimostrando che, durante la
crisi, I’effetto di attenuazione ha prevalso sull’attenuazione dell’effetto selettivo.
Nel caso di gruppi di imprese, cio si applica alla crescita delle vendite, mentre il
ruolo di supporto dell’appartenenza a gruppi o a cluster locali prevale nel caso
della redditivita dell’impresa.

Questo meccanismo ¢ simile se consideriamo I’eta delle imprese. Infatti, I’eta
ha un effetto positivo sulla sopravvivenza durante la crisi; le imprese piu longeve
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sono state piu resistenti di quelle piu giovani. Cio significa che sono sopravvis-
sute solo le imprese giovani con le migliori performance, il che ha portato a una
relazione positiva tra eta e rendimento.

Questo lavoro ha alcune interessanti implicazioni di carattere generale. Forme
di networking come essere ubicati in un cluster o appartenere ad un gruppo di
imprese riducono gli effetti di selezione prodotti dal mercato e consentono la
sopravvivenza di imprese poco performanti. Cid € particolarmente rilevante
durante i periodi di crisi economica e finanziaria. Cio significa che i meccani-
smi di mercato e le forme organizzative possono avere effetti opposti sul livello
di efficienza di un sistema produttivo. Nel breve periodo, gruppi e cluster pos-
sono avere un effetto negativo sull’efficienza, consentendo alle imprese meno
performanti di sopravvivere. Al contrario, i meccanismi selettivi del mercato
possono determinare la perdita di conoscenza e di risorse produttive, che potreb-
bero essere utili in una prospettiva di piu lungo termine. In altre parole, la mano
visibile delle diverse forme di networking nelle quale le imprese si organizzano
sembra soffrire di una minore “miopia” rispetto alla smithiana mano invisibile
del mercato. O detto in altro modo un po’ di inefficienza nel breve periodo puo
produrre vantaggi nel lungo. Ma su questi aspetti come su altri legati a questi
temi la riflessione economica deve certamente tornare.
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Abstract

Surviving During a Crisis. The Role of Local Clusters and Business Groups

The aim of this work is to analyse how and to what extent external relations, such
as belonging to a local cluster or a business group, influence the likelihood of survival
and the economic performance of firms after the Great Recession of 2008. The main
hypothesis is that belonging to a group or a local cluster tends to mitigate the selection
effects caused by real and financial shocks and that only the most efficient units between
“isolated” firms survive. This means that firms that are part of a group or that are within
a local cluster show a lower likelihood of bankruptcy, but also lower performance than
independent firms (stand-alone). Using a large dataset relative to 155,841 Italian manu-
facturing firms, of which 28,167 belonging to groups, we test these hypotheses for the
period 2005-2012. The results confirm the expectations. Firms located in local clusters
or belonging to business groups show higher survival rates during the Great Recession
compared to stand-alone firms. However, the latter show higher levels of performance in
terms of growth and profitability.
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Does Training Help in Times of Crisis?
Training in Employment in Northern and Southern Italy

Andrea Filippetti*, Frederick Guy®, Simona lammarino®

Abstract

The spatial dualism of the Italian economy — the long standing and stubborn differences
between South and North — is complex in its causes and varied in its consequences. In this
chapter we address one particular aspect of that difference, the relative effectiveness of
employee training in securing continued employment in the context of the recent economic
downturn. We find that the effect of training on continued employment is notably stronger
in the South than in the Centre-North, this result is robust to controls for various macro-
economic, human capital, institutional and cultural variables suggested by the literature.

1. Background of the Study

A considerable body of research has addressed the relationship between train-
ing and earnings and/or productivity (among many, Blundell ez a/., 1996; Dearden
et al., 2006; for a review see Leuven, 2005; for Italy see, for instance, Conti,
2005; Colombo, Stanca, 2008); a somewhat smaller body has addressed train-
ing and employment outcome (e.g. Ok, Tergeist, 2003; Sanders, De Grip, 2004;
Budria, Telhado-Pereira, 2009), but almost none of this latter has addressed sub-
national differences and territorial specific patterns. Yet, from the evidence we
do have on territorial variance in labour market structures — as between the North
and the South of the UK (e.g. Turok, Edge, 1999; Sunley et al., 2001; Gardiner
et al., 2013), or the South and North of Italy (e.g. Brunello ef al., 2001; Contini,
Trivellato, 2005; ISFOL, 2014) — we should expect a substantial influence of
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geography on the provision and effect of training, even more so in a context of
severe economic crisis, which is likely to display its effects particularly with
respect to employment and labour market outcomes (Fingleton et al., 2015).

By training, we mean relatively short-term instruction in some well-defined
set of employment related skills. Training provides human capital after school-
ing, and is often associated with sets of skills useful for a particular occupation
or industry, or complementary to a particular set of technologies (Nelson, Phelps,
1966). It can be easy to think of training as something which compensates for
deficient human capital. Yet, the literature has consistently shown that there is a
positive correlation between prior education and training while employed (e.g.
Acemoglu, Pischke, 1999; Heckman, 1999; Kuckulenz, Zwick, 2003; Hughes
et al., 2004; Fouarge et al., 2013); that firms with a more highly qualified work-
force and advanced work organization train more (Lynch, Black, 1998; Zwick,
2004); and that training incidence is higher in countries with more educated
labour forces (Brunello, 2001).

Training while employed is clearly correlated with job characteristics, such
as the type of employment contract. By and large, permanent or long-term con-
tracts are associated with a greater amount of training compared to temporary
contracts. In a comprehensive study on lifelong training in Europe, Arulampalam
et al. (2004) find that, across countries, there is a negative association between
fixed-term contacts and training, while in most countries training is positively
associated with public sector employment. Training is positively associated with
firm size — workers in large firms receive almost twice as many hours of training
as workers in small firms (Bassanini, Ok, 2004).

Training generally improves the likelihood of continued employment. In
a cross-country study Ok and Tergeist (2003) find that, after controlling for
individual characteristics, training reduces the job-loss rate by 3.5 per cent.
Interestingly, this effect is particularly large in Italy. They also find that the
employment effect is mostly related to the fact that trained workers are also more
likely to be re-employed. Sanders and De Grip (2004) show, however, that train-
ing of low-skilled workers contribute only to retention of existing jobs, while
it does not contribute to their external employability. Similarly, in a study on
transition to the labour market in Portugal, Budria and Telhado-Pereira (2009)
find that schooling and training are strongly complementary when it comes to
remaining employed.

The effects of both education and training on employment outcomes may vary
with the local unemployment rate. In an environment where unemployment puts
workers with much different skill levels in competition for the same jobs, the
more highly educated or better trained are favoured both in labour hoarding and
in hiring, as well as in retaining current employment (Thurow, 1975; Teulings,
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Koopmanschap, 1989; van Ours, Ridder, 1995). Hoarding is more likely when
the skills are firm-specific, and so less easily replaced in the market (Filippetti,
Guy, 2016).

Furthermore, Brunello and De Paola (2008) argue that the complementary
relationship between skills and agglomeration externalities in Italian provinces
may increase both investment in training and productivity of firms located in
areas with higher spatial density of employment. However, higher wages and
labour turnover in the same denser areas may counterbalance the positive effects
of spatial agglomeration and reduce training: Brunello and De Paola’s analy-
sis, restricted to off-the-job training provided by organisations external to the
firm, shows that training is lower in provinces with higher labour market density.
In the same vein, Croce and Ghignoni (2012) examine the interaction between
human capital in Italian local labour markets and individual levels of education.
They find that localised human capital increases investment in training, particu-
larly of workers with an upper secondary degree; interestingly, the result does
not hold for those with tertiary education. For such reasons, regions differ with
respect to private returns to training and the level of training chosen by individu-
als and employers; it appears that regions with higher levels of human capital
and higher densities of employment will also engage in more training.

Regional differences in market structure can also affect returns to employers
from to investments in training (Acemoglu, Pischke, 1999), and this may either
reinforce or offset the agglomeration effects just noted (Kamnungwut, Guy,
2012). Firms are expected to invest more in training when product markets are
imperfectly competitive, which in general would be more likely in regions with
lower employment density and/or larger firms. The same firms are more inclined
to hoard skilled labour during times of slack demand; labour hoarding in times
of slack should, in turn, promote further training, since the opportunity costs of
training is lower when demand is slack.

2. The Context

The historical socio-economic and institutional differentiation of Italy (see,
among the most recent, Trigilia, Burroni, 2009; De Blasio, Nuzzo, 2010; Mauro,
Pigliaru, 2011; Dias, Tebaldi, 2012; D’Agostino, Scarlato, 2015) has in recent
decades been exacerbated by internal migration of highly-educated labour
force from the Southern to the Central and Northern regions (e.g. Piras, 2005;
D’ Antonio, Scarlato, 2007; Etzo, 2011; Marinelli, 2013). The advantage of con-
ducting an empirical analysis within the same country makes it possible to study
the variation of the phenomenon of interest within an environment that shares the
same formal institutional setting.
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In this chapter we divide Italy into two areas, or macro-regions: South, or Mezzo-
giorno, and Centre-North.! Such a territorial division of Italy is customary adopted
in the literature and can be justified on the basis of the historical background (Iam-
marino, 2005, for a brief review); historical and recent social and economic statistics
(e.g. Tuzzolino et al., 2013); and any of numerous measures of institutional quality
(e.g. D’Agostino, Scarlato, 2015). In terms of human capital the two macro-regions
are comparable in terms of levels of formal educational qualifications (Education,
in Table 1 below), but lower in terms of internationally standardized measures of
literacy and numeracy (Pisa scores, Table 1). In terms of inter-firms linkages, local-
ised networks are far more extensive in the Centre-North than in the South, which
lacks “bridging” social capital (Crescenzi et al., 2013); consequently, firms tend to
internalize more functions and more stages of production, and thus to be less net-
worked than SMEs of the Centre-North (Passaro 1994; Lazerson, Lorenzoni, 1999).
The relatively stand-alone nature of southern firms — larger firms yet located in areas
of lower employment density should increase their monopsony power in relation to
workers and, for the reasons discussed above, should be a factor encouraging them
both to provide more training and to retain skilled workers when demand is slack.

In the crisis period 2008-2013 the national GDP in Italy dropped by some 8 per
cent. The national rate of unemployment rose from 6.7 per cent in 2008 up to 8.4
in 2011 and 12.7 in 2014, after nearly ten year of steady decline. Figures 1a and 1b
display the rate of unemployment and long-term unemployment (> 1 year) in 2008
across the Italian regions. The vertical bars run from North-Centre on the left — the
regions from Piemonte to Lazio — to South on the right — the regions from Molise
to Sardegna — and highlight the sharp division of the country into two different
labour markets at the beginning of the crisis. The average rate of unemployment
in the regions of the Centre-North was 4.5 per cent in 2008, compared with 12 per
cent in the South; the difference is even sharper when looking at long-term unem-
ployment, with rates of 1.7 and 6.5 per cent respectively.

Figure 2 presents the rates of training while employed (TWE) by region in
2008: this is the share of the employed who reported to have participated in train-
ing in the year prior to the PLUS survey used in the empirical analysis reported
below: the difference between Central-Northern and Southern regions is not
statistical significant. At the same time — as shown by ISTAT data reported in
Figure 3 — the crisis has exacerbated a process of territorial divergence in the rate
of employment that was already unfolding since the early 2000s: in the period
2008-2011 the employment rate dropped dramatically in the Southern regions
and this trend has been confirmed also more recently (CNEL, 2014).

1. Inthe empirical analysis reported below we also run our basic models on the alternative territo-
rial division of three areas (South, Centre and North), but we found little difference between North
and Centre, so what is presented here is the South versus Centre-North partition.
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Figure 1a — Rate of Unemployment and Average by Centre-North (left)
and South (right), 2008
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Figure 1b — Rate of Long-term Unemployment and Average by Centre-
North (left) and South (right), 2008
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Figure 2 — Regional Mean of Training all, 2008 Average by Centre-
North (left) and South (right), 2008
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Figure 3 — Rate of Employment (> 15-year old) in the Centre-North and
South of Italy, 2000-2011
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3. Dataset and Main Variables

In the empirical analysis we employ data from the PLUS Survey (Partici-
pation Labour Unemployment Survey), a sample survey on the Italian labour
market supply developed and administered by ISFOL, a national research
institute reporting to the Italian Ministry of Labour and Social Policy (see Gian-
matteo, 2009; Meliciani, Radicchia, 2011, and Mandrone, Radicchia, 2012, for
a detailed description of the survey). The survey sample design is stratified over
the Italian population aged 18-64: strata are defined by region (20 administrative
regions), type of city (metropolitan/not metropolitan), age (5 classes), sex, and
employment status of the individual (employed, unemployed, student, retired,
other inactive/housewife). The reference population is derived from the annual
averages of the ISTAT Labour Force Survey.

In this chapter we use a 3-year panel — from the 2008, 2010, and 2011 survey
waves — including 12,593 individuals in each wave. The survey is extremely
rich in information on individual job features, employer characteristics, type of
training, income, and educational history, at the same time providing detailed
information on other crucial aspects of the respondents such as, for instance,
family background, residential mobility, general skills (i.e. knowledge of Eng-
lish, information and communication technology (ICT) skills), geographical
location, personal life satisfaction, and risk propensity. Our sample takes into
account all individuals included in the 3-year panel that were employed in 2008,
and were still in the labour force — either employed or unemployed — in 2011.
This gives us a final sample of 4,861 individuals, of whom 512 (11%) became
unemployed in 2011.2

In order to analyse the impact of training in employment on the probability
of keeping the job during the crisis period 2008-11, our dichotomous dependent
variable — Remaining employed — takes a value equal to 1 if the individual is
employed in 2011, and 0 otherwise.

Training takes the value 1 if the individual respondent reported to have received
training while employed during the period 2008-2010, 0 otherwise.® All specifi-
cations of our model were run with two versions of this variable. Training_All
uses all forms of reported training — training courses in classroom, distance train-
ing courses, on-the-job (workplace) training, and shorter term modes such as
seminars, conferences and fairs, and workshops; whilst Training Long excludes

2. Our final sample thus includes those that were employed throughout the period 2008-11, and
those who became unemployed either in 2010 and/or in 2011. For consistency in the construction
of our dependent variable (see below) we excluded those individuals that lost their job in 2010 and
found a new one in 2011 (who were just 1.3% of the sample).

3. We consider training undertaken in the three years 2008-2010 as reported in the 2010 wave of the
PLUS survey, leaving out training in 2011 in order to observe the employment outcome in this last year.
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all forms of short-term training. The results reported here use Training All;
results with Training_Long are similar, and are available from the authors.

We classify education as Edu low (primary and middle school diploma),
Edu_medium (high school diploma), and Edu_high (university degree or above).

We also control for a large number of regional characteristics, and, as cus-
tomary in the quantitative literature on training in employment, individual
features — including not only traditional variables on demographic and educa-
tional aspects, but also on family background and personality attitude —, and
job-related characteristics. The complete list of variables used in the estimates,
their description and source is reported in Appendix A. Summary statistics for
the main variables are given in Table 1, and Tables 2a and 2b.

We see from Table 2a that training is far more prevalent for workers with
higher levels of education — about 60% of all university educated workers said
they had received training; for those who had completed secondary school but
not university, the figures were 38% in the North and 35% in the South, while
for those who had not completed secondary school the figures were 19% in the
North and 14% in the South. In Table 2b, we see differences, by macro region,
in the proportion of those workers who remained employed who did not remain
with the same employer. Workers in the South were substantially less likely to
change employers, and that mobility between employers increased with levels
of education.

4. Model and Results

The estimation strategy for the effect of training in employment on the prob-
ability to remaining employed in the years of the severe economic recession is
based on the following simple baseline equation:

v, =k +train, +reg, +edu, +ind, + job, +v, [1]

where y.is our dependent variable (equal to 1 for those who remain employed
over the period 2008-2011, and equal to 0 for those who are employed over the
period 2008-2010 and unemployed in 2011). 7rain is our main explanatory vari-
able, together with a vector of regional variables (reg) and education variables
(edu). Ind is our set of controls at the individual level, and job is a vector of job
characteristics for those in employment (see Appendix A for details); finally, & is
a constant while v is the error term.

In order to study the effect of training across Centre-North and South, as well as
across the three levels of education, we employ the following two interaction models:

v, =k +train. +reg, +edu, +ind, + job, +train, *reg, +v, [2]
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Table 2a — Mean Participation in Training, by Educational Level and
Region

Education level

Regions low-educated medium-educated high-educated
North 0.18 0.37 0.59
South 0.14 0.34 0.60

Table 2b — Mean Employer Change, by Education Level and Region, for
those Remaining Employed

Education level

Regions low-educated medium-educated high-educated
North 0.12 0.13 0.16
South 0.08 0.09 0.12

v, =k +train, + reg, +edu, +ind, + job, +train, *reg, * edu, +v, 3]

In equation 2, the interaction term train, *reg, considers the joint effect of
training while employed for the regions of the Centre-North and for the Southern
regions. In equation 3, the term train, *reg, *edu, considers the joint effect of
training across the Centre-North and the South for the three levels of education.

Table 3 presents the results of the probit estimates for the baseline model
(Equation 1) in columns 1 to 4, and for the two interaction models in column 5
(Equation 2) and column 6 (Equation 3).

Results in columns 1 to 4 show that training while employed increases the
probability of remaining employed over a period of economic crisis; education
also plays a substantial role. All coefficients for our regressors of interest are
positive and highly significant. In column 5 we introduce interactions of training
with Regions (Centre-North, South). We see that training has a larger effect in the
Southern regions — its effect on the probability of remaining employed is nearly
three times that in the Centre-North. In column 6 we introduce interactions also
with the level of education. The coefficients on the separate interactions are not
statistically significant, but when we gather the interactions to test North-South
differences for each level of education, the effects for both medium and high
educations are significant at the 5% level; the effect for the low educated has a
larger estimated size, but is significant only at the 10% level.

The South/Centre-North difference in the effectiveness of training during the
years 2008-2011 is surprisingly strong, given the large number of individual-,
job- and region-level controls included in the models. These controls have
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definitely an effect: for instance, if we remove the regional unemployment vari-
ables from the model, the difference between the two macro-regions increases
substantially, as we would expect. We tried to explain the differences reported
in Table 3 by including further regional variables, controlling for labour market
conditions (i.e. the regional share of youth not in education, in employment, or
training — NEET); type of educational institutions (i.e. types of schools) or their
quality (regional averages on the Pisa tests); measures of social capital, used in
various other studies of regional social and economic imbalances in Italy. None
of these additional controls had a noticeable effect on the South versus Centre-
North difference in the effect of training on remaining in employment.*

5. Conclusion

In the South of Italy, training has a substantially larger effect on the probability
of remaining employed through the financial crisis than it does in the Centre-
North. The effect is not explained by differences, across Italy’s twenty regions,
in initial unemployment, the change in unemployment, or GDP per capita, all of
which we control for. It remains strong when we add further region-level con-
trols for the quality of education (regional Pisa scores), and for Tabellini’s (2010)
social capital variables.

This could suggest a strong role for training as a response to problems of unem-
ployment and skill shortages in regions which, like the Italian Mezzogiorno, are
relatively poor, relatively hard hit by the crisis and post-crisis restructuring, or
both. To better grasp the North-South differences we need to understand more
about the local demand side of the labour market. Literature on market struc-
ture and inter-firm relations suggests one factor: Southern firms internalise more
functions, have more limited external networks, and are less likely to be located
in specialised agglomerations (Crescenzi et al., 2017). The broad literature on
industrial dynamics and agglomeration economies suggests that this is not a
good recipe for innovation or for job creation. It also describes an environment
in which inter-firm job mobility is likely to be lower, and thus one in which
training is more directed at needs and opportunities with the present employer
(specific skills), and has less of an effect of fostering a localized pool of skilled
labour. The individual in the South receiving training has done more to secure
future employment than her counterpart in the Centre-North, but this may be
seen as coming at the expense of external benefits, in the failure to contribute to
a Marshallian pool of skilled labour from which other firms in the area may draw.

Our results support the call for a geographical approach to labour-market pol-
icy. The problem is a complex one: in order to learn more about it, we need to

4. Results of these additional checks are available upon request from the authors.
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match data on workers and training with micro data on employers, and to do so
at lower level of geographical aggregation. This we hope to do in future research.
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Sommario

Formazione professionale e occupazione durante la crisi nel Nord e Sud italiani

Il dualismo territoriale italiano — Nord verso Sud — ha profonde radici storiche e
manifestazioni complesse e diversificate. Questo capitolo studia un particolare aspetto
di tale differenziazione spaziale: I’efficacia della formazione professionale nel garantire
occupazione continuativa negli anni della recente crisi economica e finanziaria. 11 risul-
tato principale dell’analisi mostra che 1’effetto positivo della formazione professionale
sul mantenimento del posto di lavoro ¢ decisamente piu forte nelle regioni del Mez-
zogiorno che in quelle del Centro-Nord. Tale risultato ¢ robusto ai controlli effettuati
con una batteria di variabili macroeconomiche, istituzionali ¢ culturali suggerite dalla
letteratura sul tema.
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Appendix A
Table A.1 — List of Variables

Name/acronym Description Dpe Source
Dependent variable
Remaning employed 1=employed over the period 2008-2011; dummy  PLUS Survey,
(y) O=employed over the period 2008-2010 and Q#d6bis
unemployed in 2011
Training while employed
Training All/ Trai-  I=undertaken training while employed in the dummy  PLUS Survey,
ning Long: Train 2008-2010 period; O=otherwise. Training_All Q#d175
uses all forms of reported training: training
in-house, courses outside the workplace, and
seminars, conferences and workshops. Trai-
ning_Long excludes the latter three modes of
training
Instrument for training
Individual risk pro- 1=risk taker; 0= risk averse dummy  PLUS Survey,
pensity: Risk Q#d.183

Regional characteristics

Unemployment regional rate of unemployment in 2008
Change in regional change in unemployment over
unemployment 2008-2011

Regional GDP 2008  regional GDP per capita in 2008

South 1=living in a Southern region; O=otherwise

continuous ISTAT
continuous ISTAT

continuous ISTAT
continuous ISTAT

Individual characteristics

Education (levels):
Edu_low, Edu_me-
dium, Edu_high

1=Edu-low (primary and middle school);
2=Edu-medium (high school); 3=Edu-high
(university or above)

Age years

Sex male / female dummy
Top-grade in the last  1=top-grade achiever; O=otherwise dummy
education level achie-

ved: Top_grade

Work experience number of years since started working continous
Health 1=no smoking and doing sport; O=otherwise dummy

Self-confidence
life satisfaction each ranked from 1 (low) to
7 (high)

categorical PLUS Survey,

Q#D.88

continuous PLUS Survey,

Q#D. cletaS 1
PLUS Survey,
Q#D. 8
PLUS Survey,
Q#D.89

PLUS Survey,
Q#D. 90
PLUS Survey,
Q#D.109 2

Composite indicator built on 5 dimensions of continuous PLUS Survey,

Q#D.183ter
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Name/acronym Description Type Source
Children 1=respondent has children; 0=otherwise dummy  PLUS Survey,
Q#D.97bis
Foreign 1=non-Italian citizenship; O=otherwise PLUS Survey,
Q#D.110
Father job 1=manual occupation; 2=mixed cognitive categorical PLUS Survey,
occupation; 3=intellectual and scientific Q#D.105bis
occupation*®
Mother _edu 1=no education to 5=university education categorical PLUS Survey,
and above Q#D.105b
Urban 1=living in a urban area; 0=otherwise dummy  PLUS Survey,
Q#D.v9142
Job characteristics
Permanent contract I=permanent contract; O=otherwise dummy  PLUS Survey,
Q#D.11bis_2
Part-time I=part-time contract; O=otherwise dummy  PLUS Survey,
Q#D.14
Changed job 1=changed job over 2008-2011; O=otherwise dummy  PLUS Survey,
Q#D.46
Self-employed 1=self-employed; O=otherwise dummy  PLUS Survey,
Q#D.lav2
Moved for job 1=moved in a different province for job rea- dummy  PLUS Survey,
sons during 2008-2011; O=otherwise Q#D.37
Employed in public ~ 1=employed in public sector in 2008; dummy  PLUS Survey,
sector 2008 O=otherwise Q#D.39
Employed in large I=employed in large firm (>250); dummy  PLUS Survey,
firm O=otherwise Q#D.40
Employer sector 15 sectoral categories dummy  PLUS Survey,
(ATECO ISTAT) Q#D.
settl5 n 11
S Survey

Notes: * This classification was obtained by simply grouping in the ISTAT occupational categories

reported in the PLU
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[talian Firms’ Interregional Trade Decisions

Raffaele Brancati*, Emanuela Marrocu®,
Manuel Romagnoli®, Stefano Usai®

Abstract

In this study we analyse Italian firms’behaviour in terms of interregional trade activ-
ities during the period 2007-2013. In particular, our aim is to detect similarities and
differences in interregional trade strategies with respect to international trade ones. Our
analysis is carried out within the framework of probability panel models and makes
use of a very rich micro-level dataset. Main results, while confirming the relevant role
played by firms’ productivity and size, provide new evidence on the relevance of learning
processes in enhancing the probability of entering interregional markets. Our findings
also show that the determinants of the firms’ propensity to engage in interregional trade
exhibit heterogeneous effects across the macro-regions of the country.

1. Introduction'

The ability of firms to sell their products and services beyond the boundaries
of neighbouring markets is a standard measure to evaluate their competitive-
ness. This concept has been usually applied to international borders and a large
amount of trade studies, theoretical and empirical, has provided both conceptual
reasoning and statistical evidence to corroborate it (see the reviews by Wagner,
2007, 2012, 2014; Greenaway, Kneller, 2007; Bernard et al., 2012). This paper
suggests that competitiveness may depend on firms’ trade performance in other
regions within national borders, other than in other countries.
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We move along the research avenue pioneered by Bernard and Jensen (1995),
according to which firms’ openness depends on their capacity to overcome the
sunk costs for selling abroad. Openness is, therefore, related to specific firms’
characteristics, such as productivity, innovativeness and previous experience and
learning. In particular, we refer to Penrose (1959) by suggesting that firms’ man-
agement draws on previous trade involvements to increase its knowledge and,
thus, ultimately, its ability to overcome trade barriers. In other words, firms have a
higher probability to enter and to survive in distant markets, both international and
interregional ones, if they are already accustomed to such environments. Although
the institutional framework is the same all over the home country, its application at
the regional level can be highly differentiated. Moreover, regional markets could
be highly differentiated in terms of local demand or distribution networks.

Building on the analysis performed in Brancati et al. (2018), the aim of this
paper is to assess the importance of the usual set of potential internal and external
firms’ features, which have proved influential on international trade, in affecting
interregional trade. The analysis is applied to the Italian case in the period 2007-
2013 by using data from an updated new database from the MET surveys. These
surveys are specifically designed to study Italian firms’ characteristics and strate-
gies, with particular focus on inter and intra national relationships and networks.

The paper is structured as follows. The second section briefly illustrates the
rich theoretical and empirical background of the present analysis in order to
highlight its original contents. The third section presents the empirical model and
discusses some methodological issues. Section four describes the main features
of the data employed in the analysis while section five discusses the main results.
Section six concludes.

2. Literature Review

In this study we mainly refer to the international trade literature because, to
the best of our knowledge, there are no theoretical models specific with respect
to interregional trade. Nonetheless, the extant literature provides a flexible frame-
work to analyse a firm’s decision to sell its products on distant markets, located
either in other countries or in other regions within national borders. Such a deci-
sion is, anyhow, the outcome of a cost-benefit analysis: as long as this activity turns
out to be profitable the firm will decide to carry it out. Therefore, all those elements
affecting either costs or revenues influence the firm’s decision process by increas-
ing or reducing potential marginal profits stemming from the trade activity.

One of the first models tackling this issue is represented by the Heckscher-Ohlin-
Samuelson model, which identifies comparative advantages generated by different
factor endowments across sectors and countries as the main force underpinning
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the export activity. In order to obtain this result, however, the model needs to
assume a population of firms made of homogenous agents acting within a com-
petitive framework. The first attempt to overcome this unrealistic assumption has
been put forward by Krugman (1979). Starting from the mid-90s many empirical
works have challenged the “homogeneity” assumption by providing systematic
micro-level evidence of structural differences occurring between exporters and
non-exporters (Bernard, Jensen, 2004, 1999, 1995; Bernard et al., 2012; Clerides
et al., 1998; Greenaway, Kneller, 2007; Wagner, 2007, 2012, 2014).

The first theoretical contribution introducing agents’ heterogeneity within
an international trade framework is represented by the pioneering work of
Melitz (2003). According to this model, export decisions are brought about by
the combination of export sunk and variable costs and firm-level productivity.
Sunk costs, on the one hand, are mainly due to informal barriers and include
incomplete information about international markets, uncertainty about con-
tract enforcements, unfamiliarity with market characteristics abroad, difficulties
in the establishment of distribution channels and the costs of complying with
new or more developed product standards. Firm-level productivity, on the other
hand, is assumed to differ across enterprises according to a given population
distribution. Melitz (2003), therefore, reinterprets the exporters-domestic firms
differences as a productivity issue: exporters are able to afford export costs for
their productivities outstrip the required threshold whereas domestic firms act on
national markets because their productivity falls short of the threshold. This is an
important shift since it provides a framework to analyse all trade activities, both
international and interregional ones. Indeed, according to this perspective trade
activities are carried out as long as firm-level productivity overcomes trade costs,
which, in turn, are market specific. Thus, the only difference occurring between
foreign and interregional markets is the extent of these costs.

Aw et al. (2007) and Costantini and Melitz (2008) add on this framework by
building models which incorporate firms’ attempts to improve their efficiency
levels by means of innovation activities. The key idea is that the existence of a
virtuous circle linking innovation and export activities: R&D returns increase
along with the openness to trade. This makes investments in research and devel-
opment more attractive (because potentially more remunerative) whenever there
are higher market opportunities.

A similar explanation for the innovation-export link can be found also in dif-
ferent approaches. In particular, Dosi ef a/. (1990) and Barletta et al. (2014) point
out that whenever an exporting firm introduces either a product or a process
innovation, it gains a temporary quasi-rent along its technological trajectory.
However, unlike the neoclassical tradition, the evolutionary and behavioural
schools of thought couple the decision mechanism with organizational bounded
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rationality (March, Simon, 1958). To this extent, cost-benefit decisions depend
not only on the amount of information at firm’s disposal, but also on the knowl-
edge processing activities it carries out.

As a consequence, learning becomes another key aspect to understand which
factors may alter export cost processes. For example, a large number of works
have put to test the so called “learning-by-exporting” hypothesis (Aitken et al.,
1997; Bernard, Jensen, 1999; Clerides et al., 1998; Greenaway, Kneller, 2004;
Roberts, Tybout, 1997). According to this hypothesis, an enterprise adjusts its
export strategies in accordance with its past experiences on foreign markets,
proxied by lagged export status or performance. Quite often previous experience
explains most of the variation in the data, even though these estimates may be the
outcome of a self-selection process a la Melitz (2003).

Another phenomenon connected to firms’ learning abilities is represented by
export spillover effects. The local environment may create important techno-
logical and pecuniary spillovers, which affect firms’ performance and, thus, their
potential to export.

The way the geographical location may influence the overall efficiency of firms
is twofold. The first channel has to do with the so-called “first nature geography”
which is about the exogenous attributes of a territory (such as latitude, natural
resource endowment, climate, proximity to the coast). The second one is due to
the “second nature geography” following from economic agents interactions (thus
endogenous) occurring within a certain territory (e.g. specialization and urbaniza-
tion economies, local knowledge spillovers and other regional endowments).

This second type of externalities may be also related to those sectors where
technological progress displays high levels of opportunity and cumulativeness
(Nelson, Winter, 1982; Malerba et al., 1997). In such sense, firms develop and
improve their capabilities not only by exerting internal innovative efforts, but by
absorbing knowledge and ideas from other geographically and/or technologi-
cally proximate firms (Cohen, Levinthal, 1990).

Recent literature has provided a large set of potential determinants of local
advantages, among others we refer to Andersson and Weiss (2012) for Sweden,
Koenig et al. (2010) for France, Greenaway and Kneller (2004) for UK, Lopez-
Bazo and Motellon (2018) for Spain. As for Italy, Becchetti and Rossi (2000),
Antonietti and Cainelli (2011) and Brancati et al. (2018) have investigated the
existence of local externalities affecting export activity of Italian firms. Results
turn out to be non-homogenous due to the different empirical settings and, most
importantly, to the different sets of indicators measuring local advantages. None-
theless, there is a general agreement that local features may play a significant
role in firms productivity and export performance. In this study we test whether
this is also the case for interregional trade performance.
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3. Empirical Strategy

In order to model firms’ interregional trade decisions, we follow the approach
suggest by export propensity literature reviewed in section 2 (Roberts, Tybout,
1997; Bernard, Jensen, 2004). We assume that a firm decides to sell its products/ser-
vices on a specific extra-regional market as long as its current and expected profits
are positive, i.e. as long as the difference between current and expected revenues, on
the one hand, and current and sunk costs to get the access on a particular market, on
the other hand, is positive. Yet, as highlighted in the previous section, costs and rev-
enues may depend upon several internal and external factors. Therefore, we account
for this heterogeneity by allowing interregional trade decisions to depend on three
different aspects: firm’s structural characteristics, the innovation activity and the
ability to learn both from past experiences and from the surrounding environment.

The starting point of our analysis is the following index function model:

interregional trade,,, = Sinires (1 —interregional,, , | ) +

isrt L
+ X,

isr,t—1

B+oa,+pn,+8, +vy, +¢ [1]

isrt

where i denotes the firm, s denotes the sector, » denotes the region and ¢
denotes the time period. The dependent variable is a latent variable standing for
firm 7’s interregional trade propensity at time . SI_Wg represents the sunk costs
that the firm has to face at time ¢ if it was not a trader in the interregional market
in the previous period. Therefore, model (1) expresses firm’s propensity to trade
in extra-regional markets as a function of a set of factors affecting current and
expected economic performances.

As for the set of explanatory variables, we follow Bernard and Jensen (2004)
to deal with sunk costs by linking their existence to firm’s past trade activity.
S ireg EXCITS AN effect on interregional exchanges only in case the firm has not pre-
viously sold its products on distant markets, either interregional or international
ones. Therefore, model (1) may be rewritten as:

interregional trade

isrt

= 0,interregional,

isr,t—1

+0,export,, ,  +

isr,t—1

+ X, Bro+p +8, 4y, +Ey, (2]

is:

Where 0, and 0, are the coefficients denoting the contribution of firm’s past
trade experiences on current interregional trade propensity. Alternatively 0, and
0, may be interpreted as the extent to which the company learns how to sell
its products on a specific market from its past trade experiences. Hence, both
coefficients are expected to be positive. It is important to highlight that our spec-
ification is different from the models present in the literature since we include
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both lagged interregional trade and international export, thus implying that a firm
may learn from past experiences on both foreign and interregional markets.

The matrix X”, includes the set of explanatory variables influencing expected
profits. Thus, it includes the export spillover variable, public and private R&D
expenditures at the regional level as well as two dummies denoting the group
and local network memberships. As highlighted by many theoretical and empiri-
cal works in the international trade literature (Antonietti, Cainelli, 2011; Aw et
al., 2007; Barletta et al., 2014; Bernard, Jensen, 2004; Costantini, Melitz, 2008;
Dosi et al., 1990 among others), innovation activity at the firm level is another
key aspect affecting the propensity to sell products on distant markets. In our
study, it is proxied both by R&D expenditure and by the innovation dummy. In
so doing we try to capture both formal and informal R&D, as it has been shown
Italian firms’ innovative activity is to a large extent informal (Santarelli, Sterlac-
chini, 1990). Finally, in terms of firm’s characteristics, we control for productivity
(value added per worker), size (employees), age and financial leverage.

A possible problem arising from our specification refers to the direction of the
estimated relationships. Indeed some of the explanatory variables we employ in our
analysis may be regarded as being both influential for and influenced by firm’s trade
activity. In order to attenuate this reverse causality problems arising between firm’s
trade propensity and some of the explanatory variables, these are included in lagged
form. It is worth noting that we take a two-years lag (t-2) instead of a one-year lag
(t-1) because of the design of the MET survey. Finally, equation (2) incorporates
specific effects at firm, macro-sector and macro-region level, as well as time dum-
mies. In particular o, accounts for firm heterogeneity stemming from unobservable
factors affecting the propensity to trade.To cope with firm-specific effects, we treat
a, as random effects. Nevertheless, this is not sufficient to obtain consistent esti-
mators within a dynamic model framework because past interregional and export
propensity variables are correlated with firm’s unobserved heterogeneity. To tackle
this issue we follow Chamberlain (1982), Mundlak (1978) and Wooldridge (2005,
2010) contributions by modelling firm’s unobserved heterogeneity as a function of
the exogenous variables’ within mean (X, ) and of the dependent variable’s initial
period value ( y,, ). This approach has two main advantages: first, it controls for pos-
sible correlation between o, and X, and, secondly, it enables the estimation of the
time-invariant variables’ coefficients. In our case, X, is represented by the average
firm’s age, which is deemed to be an exogenous variable.

Finally, it is worth highlighting the importance of our methodological approach
with respect to the export propensity literature. Indeed, to the best of our knowl-
edge, those works in the field dealing with dynamic binary choice models very often
have overlooked initial conditions issues. Other works (Bernard, Jensen, 2004) have
tackled the unobserved heterogeneity problem by turning the nonlinear model into a
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linear one in order to be able to estimate a linear probability models via Arellano and
Bond (1991) GMM methodology.

4. The Dataset

Our analysis is carried out by exploiting a very rich micro-dataset drawing on
three different sources of information. The first source is a firm-level database
obtained from the MET survey on Italian manufacturing (ISIC Rev.4 C) and pro-
duction services (ISIC Rev. 4 H and J) sectors. This is a vast survey realized by
the MET Research Centre?, which gathers a wide range of data on Italian firms’
strategies in terms of trade activities, R&D and innovation, investments and net-
work participation. We make use of the waves related to the years 2008, 2009,
2011 and 2013. Each wave contains more than 22,000 observations amounting to
an overall number of 97,324 Furthermore, the sample design allows for longitudi-
nal analyses by devoting about 50% of each wave to a two-period panel. Since we
are interested in modelling firms’ interregional trade decisions according to their
previous characteristics and strategies, we only work through this subsample.

It is worth highlighting that, unlike many other firm-level databases, the MET
dataset also encompasses family and micro-firms with less than 10 employees.
We believe this is an important aspect of our work for micro-firms represent the
outnumbering size class within Italian enterprises’ population. Indeed, the rep-
resentativeness of MET survey results is warranted by a sample design stratified
along three dimensions: size class, sector and geographical region.?

2. http://www.met-economia.it/

3. In terms of firm size, four classes are accounted for: micro-firms (<10 employees), small firms
(>= 10 and <50 employees), medium firms (>=50 and <250 employees) and large firms (>= 250
employees). In terms of sectors, the MET survey is representative for the following ISIC Rev4
sectors: Food products, beverages and tobacco (C10-12), Textiles, textile products, leather and fo-
otwear (C13-15), Wood, products of wood, cork and furniture (C16 and 31), Pulp, paper, paper
products, printing and publishing (C17-18), Chemical, rubber, plastics and fuel products (C19-22),
Basic metals and fabricated metal products (C24-25), Transport equipment (C29-30), Machinery
and equipment n.e.c. (C28), Electrical and optical equipment (C26-27), Other manufacturing sectors
(C32-33), Transport and storage (H), Information and communication (J). The former ten sectors
(ISIC Rev4 section C sectors) represent the manufacturing sectors, while the latter ones (ISIC Rev4
H and J) represent the production services sectors. Finally, the dataset is also representative for the 20
NUTS?2 Italian regions, which can be clustered in five NUTS1 macro-areas: North West (Valle d’ Ao-
sta, Piemonte, Liguria, Lombardia), North-East (Veneto, Trentino Alto Adige, Friuli Venezia-Giulia,
Emilia-Romagna), Centre (Toscana, Umbria, Marche, Lazio), South (Abruzzo, Molise, Campania,
Puglia, Basilicata, Calabria) and the Islands (Sicilia and Sardegna). Given the main task of the survey
is to study innovative firms’ characteristics, the sample design seeks to oversample them by looking
for the cells with a greater probability of containing innovative enterprises. This identification pro-
cedure is performed according to a Bayesian technique which updates each wave’s information with
the innovative firms’ frequencies observed in the preceding wave.
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The second source of information is CRIBIS* database on companies’ finan-
cial statements. By merging balance sheet data with the MET database we are
able to match performance and financial indices with strategic activities at the
firm level. Nevertheless, this operation leads to a sensitive sample size reduction.
Finally, information on regional R&D public and private expenditures are drawn
from the website of the Italian national institute for statistics (ISTAT).

After the merging procedure, we end up with an unbalanced panel made of
16,541 observations. Likewise the Italian firms’ population, the sample size is
skewed towards the smallest dimensions. Indeed, 76% of observations refer to
micro and small firms while large enterprises with more than 250 employees
account only for the residual 5% (Table 1). By looking at the geographical distri-
bution, about 75% of observations refer to firms located in the northern-central
regions, while only 25.1% refer to firms located in the so called Mezzogiorno
area, embracing South of Italy and the two islands (Sicilia and Sardegna).

In macro-sectoral terms, the overwhelming majority of companies in our
sample belong to manufacturing sectors. Manufacturing enterprises appear to
be more concentrated around the SME’s size classes and tend to be more often
located in the North of Italy (especially in the North East) than the production
services firms. On the contrary, production services show higher shares of both
micro and large firms and appear to be more concentrated within the central and
Mezzogiorno regions.

The final dataset encompasses a wide range of information concerning structural
characteristics, strategies and linkages at the firm level, together with some selected
phenomena at the regional level. In particular, among the former we account for
company’s activities on foreign and interregional markets, innovative activity, par-
ticipation to groups and/or local networks, size, age, productivity levels and financial
structure. Among the latter we include the share of exporters within each region-
sector combination and the regional public and private R&D expenditures.®

Interregional trade activities are measured by means of a dummy variable
computed according to MET information on geographical distribution of firm’s
total sales. It takes the value of 1 whenever the firm has sold (part of) its prod-
ucts/services on domestic markets outside the NUTS2 region where it is located,
and 0 otherwise.

The innovation activity is proxied by two variables drawn from the MET sur-
vey and representing inputs and outputs within the innovative process. Inputs
are measured by the ratio between R&D expenditure and firm’s total sales.
Indeed, the larger the amount of resources devoted to research and development
with respect to total sales, the more the firm is committed to innovation. Yet,

4. https://www.cribis.com.
5. For a full list of the variables employed in our study look at Table A in the Appendix.
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Table 1 — Firms Sample Description

Total Manufacturing Production Services
N. of obs. % N. of obs. % N. of obs. %

Panel A — size
Micro 5,622 34.0 3,112 30.0 2,510 40.7
Small 6,953 42.0 4,795 46.2 2,158 35.0
Medium 3,144 19.0 1,979 19.1 1,165 18.9
Large 822 5.0 485 4.7 337 5.5
Total 16,541 100.0 10,371 100.0 6,170 100.0
Panel B — geographical distribution
North West 3,397 20.5 2,219 21.4 1,178 19.1
North East 4,226 25.6 2,943 28.4 1,283 20.8
Centre 4,770 28.8 2,678 25.8 2,092 339
South 2,977 18.0 1,841 17.8 1,136 18.4
Islands 1,171 7.1 690 6.7 481 7.8
Total 16,541 100.0 10,371 100.0 6,170 100.0

the industrial economics literature points out that Italian firms’ innovation is
often carried out through informal ways (Santarelli, Sterlacchini, 1990). R&D
expenditure alone is thus insufficient to measure the innovative activity for it is
unable to capture both the whole extent of firm’s efforts and whether these efforts
have produced an actual outcome. To cope with these issues we also consider a
dummy variable indicating the actual introduction of at least one type of innova-
tion. It is worth pointing out that even this dummy alone would be insufficient
to measure the innovative activity for it detects the outcome of a process but it is
uninformative as to company’s commitment to that process. We therefore regard
the R&D expenditure and the innovation dummy as two complementary ele-
ments, necessary to account properly for the firm’s innovative activity.

Group membership and local network participation are measured by two dum-
mies on the basis of the MET survey information. Local network participation is
identified through any stable and persistent relationship occurring between the
enterprise and other firms/institutions settled in the “local” area. Thus, local net-
works do not necessarily fall within regional boundaries, but they can also cross
borders whenever they remain in a local dimension. This aspect has to be taken
into account when interpreting the interregional trade patterns.

Firm’s structural characteristics are measured in the usual way. Size is proxied
by the total number of employees; age is computed as the difference between the
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year of MET wave under consideration and firm’s establishing year; productivity
is measured as value added per employee and firm’s financial structure is proxied
by its financial leverage. All these variables are log-transformed when included
in the empirical model.

Finally, at the regional level we include both public and private R&D expen-
ditures and the share of exporters in each sector-region.

Before analysing the econometric results, we report some descriptive sta-
tistics concerning firms’ trade patterns, characteristics and strategies. Table 2
reports the summary statistics for the whole sample, as well as for a number of
subsets referring to international and interregional exporters. Overall, the for-
mer account for 39% of whole sample of firms, while the latter add up to 64%.
In line with the empirical literature (Bernard et al., 2012; Greenaway, Kneller,
2007; Wagner, 2007, 2012, 2014), firms who trade across regions are on aver-
age less innovative, less productive and devote a smaller share of resources to
R&D activities than international exporters. Furthermore, they also show higher
financial leverages due to the deep fall of the Italian aggregate demand ham-
pering their ability to pay the debts back. As to international exporters, it is
interesting to point out that the overwhelming majority of these companies sell
products both on foreign and on national markets. Such behaviour does not seem
to be transitory, since 74% of them already used to trade on foreign markets in
the preceding wave. This suggests that many enterprises adopt a stable market
diversification strategy.

Finally, Table 3 reports descriptive statistics at the regional level in order to
highlight the extent of firm heterogeneity across the Italian territory. In terms of
openness to trade, Northern regions stand out by displaying the best performance:
the average shares of international and interregional exporters within this area
outstrip 45 and 67% respectively. On the contrary, the Mezzogiorno area (South
and Islands) performs poorly with slightly more than 50% of firms reaching inter-
regional markets and less than 30% of companies exporting products abroad.
Central regions are positioned in-between these two extremes by exhibiting about
36% of enterprises engaged in international export activities and 64% of compa-
nies exporting products on interregional markets. Along with trade propensities,
regional statistics highlight other aspects differing across Italian regions. Indeed,
enterprises located in the northern and central areas are, on average, larger and
more innovative than those located in the Mezzogiorno area.

5. Results

Table 4 reports the main empirical results. Interregional trade propensity
models have been estimated for Italy as a whole and for its five macro-regions
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Table 4 — Probit Models for Italian Firms’ Interregional Trade Propensity

A.” North- North- Centre South Islands
regions West East
Innovative efforts
Innovation 0.014 0.025 0.110**  0.038 -0.108* -0.152
(0.027) (0.059) (0.058) (0.049) (0.066) (0.102)
R&D intensity 0.006**  0.007 0.007 0.004 0.007 0.012

(0.003) (0.005)  (0.006) (0.005) (0.007) (0.011)

Learning processes

Past inter-regional trade () 642%%%  0.456%** (.441%%*% (.861%** (.802%** (.572%%*
(0.053)  (0.130)  (0.107)  (0.095)  (0.112)  (0.213)

Past export 0.148%*%  (.187*** (272%** 0.007 0.156%*%  0.229%*
(0.029)  (0.062)  (0.062)  (0.055)  (0.070)  (0.108)
Export spillovers 0.005%** 0.005%*  0.010%** 0.007** -0.003 0.003
0.001)  (0.003)  (0.003)  (0.003)  (0.003)  (0.003)
Group 0.068*  0.010 0.086 0.038 0.127 0.211
(0.036)  (0.074)  (0.071)  (0.064)  (0.098)  (0.157)
Local network 0.012 0.013 0.013 0.019 -0.021 0.038

(0.025)  (0.054)  (0.055)  (0.047)  (0.058)  (0.093)

Regional public R&D (034 0.227%* -0.242 0.115 -0.168 -0.575
(0.049)  (0.105)  (0.153)  (0.080)  (0.333)  (1.240)

Regional private R&D  (,053* 0.009 0.238 -0.155* 0.121*  -0.037
0.026)  (0.096)  (0.212)  (0.091)  (0.069)  (0.081)

Firm characteristics

Productivity 0.083%*% 0.073%%  0.073%%  (.078%** (0.090%** (.]2]%**
(0.012)  (0.030)  (0.030)*** (0.022)  (0.026)  (0.043)
Size 0.125%*%  (.112%** (.123 0.117#%%  0.116%** (.126%**
(0.012)  (0.025)  (0.026)  (0.023)  (0.026)  (0.045)
Age -0.353*** _0.514*  0.114 -0.369%  -0.761%*  -0.445
(0.123)  (0.288)  (0.248)  (0.218)  (0.322)  (0.502)
Leverage 0.007 -0.023 0.016 0.004 0.028 0.016
0.012)  (0.026)  (0.026)  (0.021)  (0.027)  (0.045)
Constant -1.450%%% _0.949%* _1.566 -1.745%%% 1] 529%%%k D D58
0.174)  (0.419)  (0.415)  (0.320)  (0.361)  (0.912)
Log-likelihood -8,721.77 -1,740.61 -2,192.17 -2,491.82 -1,583.60 -652.51
Number of observations 16,541 3,397 4,226 4,770 2,977 1,171

Note: All explanatory variables are two-year lagged (previous MET survey wave). R&D intensity,
productivity, leverage, size, age and regional R&D variables are log-transformed. All models
include fixed effects for macro-sectors (manufacturing, services) and time. Macro-regions (North-
West, North-East, Centre, Islands) fixed effects are included in the “All Regions” model. Clustered
Standard Errors in parenthesis
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(North-West, North-East, Centre, South and Islands). All estimated models have
been specified as random effect probit models following the approach in Cham-
berlain (1983), Mundlak (1978) and Wooldridge (2005, 2010) to account for
the correlation between firms’ fixed effects and past propensity to trade. Table 5
reports some selected average marginal effects computed on the basis of the esti-
mated models reported in Table 4°.

Differently from what highlighted by Brancati et al. (2018) for international
trade activities, the role of R&D and innovation in enhancing the probability to
trade in extra-regional markets seems to be very limited. R&D intensity turns
out to be relevant only for the aggregate sample of Italian regions (Table 4, col-
umn 1), while innovation exhibits a significant coefficient only in the case of
the North-East macroregion. This finding may be due the reduced number of
observation at the macroregion level and to the well-known knightian uncer-
tainty (Knight, 1921) characterizing firm’s innovative activity. As a matter of
fact, it is very difficult for a firm to foresee whether its efforts will be successful
and this difficulty is even stronger during aggregate demand downturns, such as
those affecting the period analysed in this study.

As to learning processes, we find that past trade experiences are fundamental
for future probability to trade. Indeed, in Table 4, lagged export and interre-
gional trade coefficients show highly significant coefficients, which implies that
these activities are persistent through time. Thus, this persistency confirms the
existence of sunk costs, as well as the ability to learn from past experiences to
overcome them. Contrary to part of the literature (Aitken et al., 1997; Bernard,
Jensen, 1999; Bugamelli, Infante, 2003; Clerides et al.,1998; Greenaway, Knel-
ler, 2004; Roberts, Tybout, 1997), though, our model accounts for the possibility
that firms learn how to dampen these costs by taking advantage of past experi-
ences on both international and domestic markets. Despite past experiences in
the same type of market stand out as a more important channel for trade, we find
strong evidence of cross effects too. As a consequence, firm’s investments and
strategies set up today to sell on foreign markets may help firm’s future activi-
ties on regional markets. This is also consistent with Table 2 summary statistics
where enterprises selling products both internationally and inter-regionally out-
perform simple interregional traders and exporters.

Turning to the analysis on macro-region subsamples, our results point out that
firms located in the northern regions have to cope with smaller sunk costs than
the ones located either in the Centre of Italy or in the Mezzogiorno area. This
implies that trade activities are more persistent outside northern regions: once a
company located either in the Centre or in the Mezzogiorno area is able to sell

6. Average marginal effects are computed only for significant coefficients reported for models in
Table 4.
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Table 5 — Selected Average Marginal Effects for Interregional Trade
Propensity

All regions Nord-West North-East Centre  South  Islands

Innovative efforts

Innovation -- -- 0.0302 -- -0.0320 -
R&D intensity, 10% increase  0.0002 - - - - -
Learning processes
Past inter-regional trade 0.2114 0.1432 0.1325  0.2925 0.2762 0.1998
Past export 0.0430 0.0537 0.0761 -- 0.0464 0.0729
Export spillovers 0.0008 0.0008 0.0011  0.0010  -- -
Group 0.0195 -- -- -- -- --
Local network - - - - - -
Regional public R&D - 0.0153 - - - -
Regional private R&D 0.0068 -- -- -0.0112  0.0190 --

Firm characteristics
Productivity, 10% increase 0.0022 0.0019 0.0019  0.0021 0.0025 0.0036
Size, 10% increase 0.0033 0.0028 0.0031 0.0031 0.0033 0.0040

Age, 1 year change -0.0051 -0.0882 -- -0.0601 -0.1110 --
Note: Changes in the explanatory variables are computed with respect to the mean values; for
continouos variables the effect refers to one standard deviation change, unless otherwise stated in
the first column of the table. All effects are significant at the 5% level.

its products on distant markets, it is more likely it will persist with the same
behaviour in future periods. As for Italy as a whole, past interregional experience
is more relevant to enhance the propensity to trade in extra-regional markets
than past export experience. As shown in Table 5, the effect of past interregional
trade is on average 21 percentage points (ranging from 14 pp for the North-East
one to 29 pp for the Centre macroregion), while the effects of past international
trade is on average just above 4 pp (the highest effect, 7.6 pp, is detected for the
North-East area).

By looking at firm’s abilities to learn from the surrounding environment, Table
4 shows that industry-regional characteristics might enhance trade activities.
First of all, both trade propensities are positively correlated with the share of
surrounding firms belonging to the same sector and exporting abroad their prod-
ucts. This export spillovers effect may follow from a set of beneficial interactions
occurring between companies located within the same area. These interactions
turn out to be especially helpful for the interregional trade probability, the only
exception being the regions located in the South and the Islands. This finding
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may follow from the fact that exporters gather for the most part within these
areas, as shown in Table 3.

Regional private R&D expenditure is positively correlated with both prob-
abilities to trade when the whole sample is considered: the higher the amount
of knowledge produced around the firm, the lower the overhead costs burden-
ing the company. Therefore, a high level of R&D expenditure implies higher
chances for the firm to obtain strictly positive profits by selling its products on
distant markets. Differently from what happens for the export spillovers variable,
though, regional private R&D expenditure is slightly more important for export
propensity (Brancati et al., 2018) than for interregional trade propensity. How-
ever, at the macro-region level a positive significant effect is found only for the
Southern regions. As for regional public R&D expenditures, we do not find any
clear-cut evidence. Results in Table 4 suggest, on the one hand, a poorly nega-
tive correlation with firm’s propensity to export and, on the other hand, a positive
but not significant correlation with the propensity to sell products on domestic
markets outside regional boundaries, the only exception being the result for the
North-West macroregion.

In addition to the sectoral and regional dimensions, we also account for
learning processes stemming from enterprises’ environmental linkages. Group
membership is positively correlated with the probability to trade and the coef-
ficient turns out to be statistically significant at the 10% significance level. This
is slightly different from what we found for international trade propensity in our
previous work to the extent that companies belonging to a group are slightly
more likely than the others to sell their outputs outside the region where they
are located but they do not show any comparative advantage in terms of export
activities. It is worth pointing out that we are not able to distinguish between
national and international groups for our data do not report the group’s national-
ity. As to local network’s membership, the signs of the correlations are in line
with our expectations in that firms taking part into local networks are less likely
to export but more likely to sell products on interregional markets. Yet, these
coefficients are never statistically significant.

By turning the attention to the relationship between firm’s structural charac-
teristics and trade activities, we find evidence in line with most of the literature
(see among others, Bernard, Jensen, 2004; Melitz, 2003), although the estimated
effects (Table 5) are smaller in magnitude when compared to those for past trade
experiences. Both higher productivity levels and larger firm’s size are correlated
with higher chances to sell products on distant markets. Firm’s age is strongly
negatively correlated: this result suggests that young firms are more likely than
old ones to overcome regional boundaries, once controlling for size. It is worth
highlighting that the younger the enterprise, the smaller (on average) its size.
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Firms’ indebtedness plays a detrimental role only for the export activity. As a
matter of fact, leverage coefficients within interregional trade specifications are
never significant. We interpret this result by taking into account that, on average,
exporting abroad requires bigger investments than selling on domestic markets.
Furthermore, as underlined by the lagged dependent variables coefficients, trade
activities are persistent through time, thus making internationalised enterprises
more likely to show higher leverages than the other firms.

Finally, it is worth emphasizing that results on the role of firms’ characteristics
are robust across the macro-region subsample specifications.

6. Conclusions

This study investigates Italian firms’ competitiveness in terms of interregional
trade behaviour. In particular, we single out the role of sunk costs and learning abili-
ties on firm’s strategies for selling beyond their neighbouring intra-regional market.

Comparison with respect to export trade patterns, shows that international and
interregional trade activities are only to some extent alike. First of all, firms’ inno-
vative efforts, proxied by both R&D investments and innovations turns out to be
relevant in export models only. This finding suggests that innovative activity, being
related to uncertain and highly heterogeneous results, is effective only when firms
need a competitive hedge in international markets. Secondly, we find that firms
learn how to dampen sunk costs by taking advantage of past experiences both on
international and on domestic markets. Obviously past experiences on the same
type of market proves always the most important channel for trade, but there is also
strong evidence of cross effects. In other words, firm’s current strategy to sell on
domestic distant markets may be helpful tomorrow to export on foreign markets.
Conversely, today strategies towards foreign markets may facilitate firm’s future
activities on regional markets. Thirdly, we find that, when we analyse learning
from the surrounding environment, the two phenomena are very similar: industry
and regional characteristics, most of the time, boost both trade activities.

Finally, we deepen the analysis at the regional level to investigate if firms’ learn-
ing abilities vary according to the dualistic features of the Italian economy. Results
show that this is the case: firms located in northern regions have to cope with smaller
sunk costs than the ones located either in the Centre of Italy or in the Mezzogiorno
area. This implies that trade activities are more persistent outside northern regions.
Thus, a company located either in the Centre or in the Mezzogiorno area which
sells its products on international or interregional markets today, is likely to survive
in the same market tomorrow. At the same time, firms currently out the market are
very likely to persist in this state also in the future. These results can be particularly
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relevant if we consider that the overall dimension of sunk costs is much lower in
the case of interregional trade if compared with the international trade ones.

In conclusion, we prove that interregional and international trade strategies are
interrelated and similar phenomena even though with some interesting difference
with respect to the role of innovation and learning abilities. Most importantly, we
have seen that these phenomena may depend on the regional location and that
persistence is stronger in the Mezzogiorno rather than in the North. As a result,
regional policies oriented to break this path dependence are more necessary in
some areas rather than others.
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Sommario

Il commercio interregionale delle imprese italiane

Questo studio analizza il comportamento delle imprese italiane in termini di com-
mercio interregionale nel periodo 2007-2013. In particolare, il nostro obiettivo ¢ indi-
viduare analogie e differenze nelle strategie commerciali interregionali rispetto a quelle
internazionali. L’analisi viene condotta stimando modelli dinamici di probabilita per dati
panel e utilizzando un campione di microdati a livello di impresa molto dettagliato. I
risultati principali, pur confermando il ruolo rilevante svolto dalla produttivita e dalla
dimensione delle imprese, forniscono nuova evidenza sulla rilevanza dei processi di
apprendimento nel rafforzare la probabilita di accedere ai mercati interregionali. I nostri
risultati mostrano, inoltre, come gli effetti delle principali determinanti del commercio
interregionale variano tra le macro-regioni del paese.
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Appendix

Table — A
Variable name Definition Source
International and interregional trade
export propensity dummy = 1 if the firm sells at least part of its MET database
products/services abroad
inter-regional trade dummy = 1 if the firm sells part of its products/ MET database
propensity services outside the region where it is located
but within the national boundaries
Innovation activity
Innovation — all types dummy = 1 if the firm has introduced one or MET database
more innovations
R&D intensity R&D expenditure at time t normalised by total MET database
turnover at time t, log-transformed
R&D dummy dummy=1 if the firm carries out R&D activity =~ MET database
Productivity measures
Productivity — va per Value Added per employee at time t, MET database,
worker log-transformed CRIBIS D&B
Financial and structural chacteristics
Leverage Financial leverage of the firm, log-transformed CRIBIS D&B
Age age of the firm computed as the difference be- MET database
tween time t and the date of its establishment,
log-transformed
Employees number of employees MET database
Group dummy=1 if the firm belongs to a group of MET database
enterprises at time t
Local network dummy=1 if the firm belongs to a local network MET database
of firms at time t
Regional and sectoral exogenous factors
Export spillovers share of exporting firms, at time t, operating in MET database
the same sector and located in the same region
of the focal firm
Regional public R&D public expenditure in R&D at the regional ISTAT
level normalised by the regional GDP at time t,
log-transformed
Regional private R&D private expenditure in R&D at the regional ISTAT

level normalised by the regional GDP at time t,
log-transformed
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Spillover Effects of Foreign Direct Investment:
New Evidence from Italy

Andrea Ascani*, Luisa Gagliardi®

Abstract

This chapter investigates the relationship between foreign direct investment (FDI) and
the productivity of Italian provinces over the period 2003-2009. Our findings suggest that
recipient local economies are on average more productive when they receive FDI. Nev-
ertheless, our estimates reveal that spillover effects are solidly concentrated in provinces
with the highest absorptive capacities, thus reinforcing the notion that local competences
play a crucial role to capture the benefits associated with inward FDI. This evidence sug-
gests that policy measures for the attraction of FDI should necessarily be accompanied by
interventions aimed at generating adequate skills and competences at the local level.

1. Introduction

International business activity has become an increasingly relevant feature of
the world economy, spurred by tighter economic integration and the fall of trade
and communication costs in the last decades. Consistently, the global stock of
foreign direct investment (FDI) has increased fourfold from 1980 to 2013 (UNC-
TADStat, 2014), reaching unprecedented levels. This trend responds to the belief,
especially common among policy makers, that the attraction of FDI can boost
the competitiveness of the recipient economies as a result of the larger produc-
tivity and superior knowledge carried by foreign multinational companies (e.g.
Dunning, 1980; Cantwell, 1989). Yet, in the academic debate a general lack of
consensus on the actual benefits associated to the activities of foreign firms per-
sists. This chapter revises the existing debate on the impact of FDI and introduces
a focus on the heterogeneity of domestic local economies as a key dimension to
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account for when analysing the effects of FDI. This approach takes stance from
the intuition that firms, industries and regions do not simply take advantage from
the mere presence of corporate activities and that a determinant role is played by
the ability of domestic actors to capture the benefits deriving from the presence
of a MNE (Gorg, Strobl, 2001). More specifically, the present study focuses on
differences in local absorptive capacities as a key driver of spatial heterogeneity
in the relationship between inward FDI and domestic productivity. To this scope,
we combine information on the inward flow of FDI in Italian provinces (defined
at the NUTS-3 level) for the period 2003-2009 together with data on domestic
labour productivity. We show that provinces that experienced larger inward FDI
are characterised by higher average productivity, and that this positive spillover
effect is crucially determined by their level of absorptive capacity, being more
pronounced for provinces with larger capabilities to exploit foreign knowledge.
Overall our findings suggest that the relationship between multinationals and
domestic economies functions as a bilateral interaction. The assumed superiority
of multinational enterprises alone does not suffice to justify the emergence of
positive spillovers, which instead arise also in response to the competency level
of domestic economies as a crucial counterpart of both intended and unintended
knowledge exchanges.

The rest of the chapter is organized as follows: the next section summarises the
existing debate on the impact of inward FDI on the productivity of recipient econo-
mies. Sections 3 and 4 discuss the data and present the main result of the empirical
analysis while section 5 offers our concluding remarks and considerations for policy.

2. Literature Review

Existing research on the impact of FDI hinges on the recognition that multi-
nationals are systematically different from uni-national firms, either exporters
or not, due to a number of characteristics, including the possession of specific
knowledge and higher productivity (Dunning, 2000; Helpman et al., 2004).
These facts mirror the notion of the superiority of multinational companies
pioneered by Hymer (1976), which has become central to the theory of the mul-
tinational enterprise associated with the Ownership-Localization-Internalization
(OLI) paradigm by Dunning (1977; 2000). As a consequence, the decision of
multinational enterprises to locate abroad contribute to the global diffusion of
knowledge by granting to specific geographical contexts the access to the infra-
structure that channels global knowledge (Iammarino, McCann, 2013).

Several existing contributions have considered this rationale to test whether
MNE:s investments abroad are systematically associated with productivity gains
for the recipient economies (see for instance Blomstrom, Kokko, 1998; Ascani,
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Gagliardi, 2015; Crescenzi et al., 2015). However, existing research is far from
being univocal on the intensity and the sign of this effect, as different studies point
at very heterogeneous and often conflicting results. For instance, the entry of a
foreign company may trigger a more intense product market competition, which
can alternatively crowd out domestic firms in the short term (Aitken, Harrison,
1999) and hinder their innovative capacity (Garcia et al., 2013). Conversely,
multinational investments may affect positively domestic firms by leading them
to make a more efficient use of available resources or to be more innovative as
a strategy to tackle the greater competitive pressure (Wang, Blomstrom, 1992;
Gorg, Greenaway, 2004). FDI-induced effects can also act through the mobility
of workers such that domestic companies can benefit when successfully attract
human capital from foreign firms (Glass, Saggi, 2002; Gorg, Strobl, 2005), via
an upgrading of the technical and managerial competences of their local supplier,
aimed at maintaining a high level of quality in production (Ernst, Kim, 2002) or
through pure spillover dynamics operating via demonstration effects and reverse
engineering can operate as a relevant mechanism (Javorcik, 2004; Sinani, Meyer,
2004; Brambilla et al., 2009). The heterogeneity of domestic actors has been
traditionally considered a key element to interpret and understand the conflict-
ing results that characterize existing studies (Kokko et al., 1996; Girma, 2005;
Blalock, Simon, 2009). In this context, differences in absorptive capacities have
received special attention as a pivotal characteristic to account for. On the one
hand, it has been suggested that positive spillovers are concentrated in the subset
of more productive domestic enterprises that operate close to the technologi-
cal frontier and have adequate capabilities to understand and process external
knowledge (Haskel ef al., 2007). In contrast with this hypothesis, other stud-
ies have provided evidence in line with a catching-up process of FDI-induced
externalities, according to which larger technological gaps between domestic
and foreign firms are more conducive of positive spillovers (Castellani, Zanfei,
2003). Therefore, while the literature has produced insightful analyses in various
regards, the evidence remains characterised by very mixed results.

We embrace the approach centred on the role of local absorptive capacity as a key
moderating factor of FDI-induced effects in the case of Italy. Hence, after producing
baseline evidence on the robustness of the link between FDI and domestic produc-
tivity in our data, we test whether the local presence (or lack) of adequate absorptive
capacities correlates with the emergence of spillovers from foreign multinationals.

3. Data Description, Methodology and Main Results

To provide an empirical test of our main argument we assembled a novel
dataset that includes information from two complementary sources. We combine
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data from Orbis, a business-level database reporting companies’ balance sheet,
with information on FDI taken from the Balance of Payment of the Bank of Italy
and merge them by province (NUTS-3).

Orbis data are used to measure the average domestic firms’ labour productivity
across Italian companies by province. Data from the Bank of Italy are, instead,
collected to recover information of FDI inflows at the provincial level. This is
a remarkable advantage over previous research that almost exclusively employ
proxy variables for the foreign presence in a region by means of the number of
foreign affiliates or the share of foreign employment.

Our final dataset is a panel at the province level providing information on the
average domestic firms’ productivity level, the amount of investment flows and
a set of standard controls for the period 2003-2009. We exploit the panel nature
of our data to explore whether provinces with more substantial FDI flows experi-
ence productivity gains on a yearly basis. To this aim, we estimate the following
basic equation:

InY, =B fdi,  +B,X,+8+9, +¢, [1]

where subscripts p and ¢ denote province and time, respectively; Y stands for
(average) firm labour productivity; fdi denotes inward FDI as a share of domestic
GDP and it is our variable of interest; X includes a set of standard controls at the
province level; & and 3 denote year and province fixed effects while € encom-
passes unobserved random factors influencing firm labour productivity.

To exploit the heterogeneity of domestic firms in terms of absorptive capacities
we follow Haskel et al (2007) and estimate equation (1) for the subset of prov-
inces with different levels of labour productivity, including the 25%, 50*, and 75
percentile. Table 1 reports standard descriptive statistics on key variables, while
Table 2 shows the correlation coefficients between our independent variables.

In Table 3, we explore the relationship between provincial labour productivity
and inward FDI. Column 1 shows that FDI inflows correlates positively and signifi-
cantly with the average productivity of domestic firms, also controlling for standard
provincial level controls and for province and year fixed effects. In columns 2 to
5 we estimate the same specification by gradually adding the set of covariates in
order to control for other potential determinants of provincial productivity.

These variables include the average capital assets endowment of firms within
each province (column 2), the economic size of provinces measured with GDP
(column 3), the local unemployment rate as an indicator of the functioning of
local labour markets and the incidence of dismissed activities by foreign multi-
nationals measured as foreign disinvestment. Results show that the significance
level and magnitude of our variable of interest remain stable and consistent
across specifications. Finally, we construct area trends at the provincial level to
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Table 1 — Descriptive Statistics

Variable Obs Mean Std. Dev.
log(productivity) 721 -0,245 0,155
Share of FDI | 721 0,011 0,048
log(capital assets) 721 7,743 0,475
log(gdp) 721 9,165 0,791
unemployment rate 721 7,324 4,230
log(foreign disinvestment) 721 -4,642 4,349

Source: Author’s elaboration

Table 2 — Correlation Matrix

Share of log (cap. log (gdp) unemp. log (for.
FDI | assets) rate disinv.)
Share of FDI 1
log(capital assets) -0,06 1
log(gdp) 0,35 -0,16 1
unemployment rate -0,15 -0,06 -0,24 1
log(for. disinvestment) 0,11 0,11 -0,20 0,19 1

Source: Author’s elaboration

capture any unobserved factor that can affect productivity in a specific province
over the sample period. This may include specific policy measures at the local
level or other shocks influencing the provincial economy. Therefore, combining
area trends with province fixed effects in column 6 produces a quite stringent
specification. Nevertheless, the coefficient on FDI remains significantly and pos-
itively correlated with average provincial productivity, thus suggesting that the
estimated relationship is adequately stable.

Table 4 unpacks the sample by level of average labour productivity and pre-
sents the estimates by defining high, medium-high, medium-low and low levels of
absorptive capacity, based on the 75", 50, and 25" percentile of the productivity
distribution. Results show that the positive effect from FDI tends to be concen-
trated in provinces where domestic firms show the highest level of absorptive
capacities, specifically above the 75™ percentile. In provinces with a lower level
of absorptive capacity, the effect of inward FDI becomes non-significant and it
turns to be negative in areas with the least developed absorptive capacity. The
latter effect is not statistically different from zero, but it may suggest that FDI
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Table 3 — Provincial Panel Fixed-effects Estimates

Dependent
Variable (1) (2) (3) (4) (5) (6)
log(productivity)
Share of FDI | 0.841 ***  (0.850 *** (0.697 *** 0.694 *** (0.691 *** (0.666 ***
(0.170) (0.155) (0.139) (0.150) (0.152) (0.156)

log(capital -0.113 -0.090 -0.095 -0.094 -0.102
assets) (0.100) (0.104) (0.102) (0.102) (0.105)
log(gdp) 1.223 *%% ] 149 *** ] 148 *** ] 70 ***
(0.254) (0.254) (0.255) (0.264)
unemployment -0.014 **  -0.013 **  -0.015 **
rate (0.006) (0.006) (0.007)
log(for. 0.001 0.001
disinvestment) (0.002) (0.002)
R-squared 0.16 0.16 0.18 0.19 0.19 0.19
Observations 721 721 721 721 721 721
Number of 103 103 103 103 103 103
provinces
Province FEs Y Y Y Y Y Y
Year dummies Y Y Y Y Y Y
Area trends Y

Notes: Standard errors are clustered on provinces. Robust standard errors in parentheses; ***
p<0.01, ** p<0.05, * p<0.1. The number of observations include 103 provinces observed over a
period of 7 years (103x7=721).

Source: Author’s elaboration

can also produce detrimental effects within areas with weak competences, due
for instance to market stealing dynamics associated to competitive pressures.

4. Conclusions

This chapter provides an empirical account of the relationship between inward
FDI and the domestic productivity level of recipient local economies in Italy over
the period 2003-2009. At the aggregate level our data suggests that there is an
average positive effects on labour productivity in provinces that receive inward
foreign investment, thus corroborating the most general findings of the literature.
In this sense, our fixed effects estimates prove to be robust to the inclusion of
other confounding factors, thus confirming the positive link between inward FDI
and the performance of Italian provincial economies. Nevertheless, when con-
sidering the heterogeneous local ability to intercept the benefits from incoming
foreign investments, our results suggest that the positive effects related to FDI
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Table 4 — Provincial Performance and FDI

(1) ) 3) 4
Dependent Variable: Provincial performance
log(productivity) High Med.-high Med.-low Low
0.765 *** 0.106 0.936 2374
Share of FDI (0.115) (0.417) (0.755) (1.576)
log(capital assets) 0.046 -0.188 0.068 -0.053
gleap (0.212) (0.145) (0.074) (0.087)
log(edp) 0.792 ** 0.823 #xx 0.595 ** 1.022 **
sledp (0.365) (0.248) (0.267) (0.441)
unemplovment rate -0.007 -0.012 -0.002 -0.023 **
Ploy (0.010) (0.008) (0.005) (0.010)
log(for. disinvestment) -0.002 -0.002 -0.001 -0.001
' (0.002) (0.002) (0.002) (0.005)
R-squared 0.70 0.53 0.30 0.19
Observations 180 181 180 180
Number of provinces 33 42 47 42
Province FE Y Y Y Y
Year FE Y Y Y Y
Area trends Y Y Y Y

Notes: Standard errors are clustered on provinces. Robust standard errors in parentheses; ***
p<0.01, ** p<0.05, * p<0.1. The four columns consider different levels of provincial performance
defined on the following values of labour productivity: higher than the upper quartile (column 1),
between upper quartile and median (column 2), between median and lower quartile (column 3),
lower than the lower quartile (column 4).

Source: Author’s elaboration

tends to be entirely concentrated within areas with the highest levels of absorp-
tive capacity, while most of the other provincial economies do not experience any
significant local spillover. This heterogeneity may produce clear spatial imbal-
ances in the distribution of the benefits deriving from the foreign presence within
the country. Hence, in policy terms, this result suggests that national and regional
initiatives for the attraction of foreign multinational companies should be accom-
panied by measures aimed at strengthening the knowledge base and competences
of domestic actors. In absence of such ancillary measures, the scope for absorbing
the technical and managerial know-how possessed by foreign firms may remain
largely unexploited, and this could be especially the case of areas where the mar-
ginal benefits of the potential FDI-induced spillovers are the greatest.
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Sommario

L’impatto territoriale degli investimenti diretti esteri:
Nuove evidenze empiriche sul caso italiano

Questo capitolo investiga la relazione tra gli investimenti diretti esteri (IDE) e la
produttivita delle province italiane negli anni 2003-20009. I risultati dell’analisi suggeri-
scono che le province che ricevono pit IDE sono mediamente piu produttive. Tuttavia,
le stime rivelano anche che gli effetti benefici sono fortemente concentrati nelle province
caratterizzate da capacita di assorbimento estremamente elevate. Cio rafforzerebbe I’idea
che le competenze territoriali svolgono un ruolo prominente nello sfruttamento degli
effetti associati agli IDE in entrata. Alla luce di tale evidenze empiriche, le politiche di
attrazione degli IDE dovrebbero necessariamente essere accompagnate da misure volte a
rafforzare adeguatamente il tessuto di competenze locali.
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Geo-sectoral Clusters and Patterns of Growth
in Central and Eastern Europe

Sheila Chapman®, Valentina Meliciani®

Abstract

The paper analyses factors affecting the evolution of within countries disparities in per
capita GDP in Central and Eastern European Countries (CEECs) between 1991 and 2011.
We add to the literature in different ways. First, we use data on the sectoral distribution of
production, on employment growth and on foreign direct investment to test the existence
of different geo-sectoral groups for CEECs regions, with similar characteristics to the
categories used by Rodriguez-Pose (1998) for studying convergence among regions of old
(Western) EU members, but adding the role of foreign direct investment. Second, we test
whether these geo-sectoral groups help explaining processes of catching-up/ falling behind
in CEECs. By means of spatial regression analyses, we test the relevance of the groups
emerging from the cluster analysis, finding that they help explaining the increase in within
countries ' regional disparities, particularly after the turn of the century.

1. Introduction and Review of the Literature

This paper analyzes the determinants and the evolution of income disparities
across Central and Eastern European Countries (CEECs) regions from 1991 to
2011. In the process of transition some areas managed to restructure old lines
of production or to introduce new ones and started heading towards a virtuous
path of growth and productivity gains. Others instead simply lost industries and
employment to international competition and lagged behind, setting the founda-
tion for future disparities.

A growing body of the literature investigates these processes. Contributions
generally detect an ongoing process of between-country convergence coupled
with within-country divergence (Ezcurra et al., 2007). Some regions (notably
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capitals and major urban agglomerations) jump ahead and move close to Western
standards. They are the great winners of the transition process (Artelaris et al.
2010, Chapman et al., 2012). Also regions sharing common borders with old EU
members (especially in Poland and in Hungary) fare better than others (Petrakos,
2001) and receive consistent Foreign Direct Investment (FDI) from abroad.
Among the factors that appear to explain uneven patterns of development, the
regional productive structure is found to play an important role (Ezcurra et al.,
2007). Some authors focus on geographic factors and find that regions sharing
common borders with old EU members, being closer to the European core, benefit
from integration more than far-off areas (Petrakos, 2001; Artelaris et al., 2010).
This points to proximity to large markets as well as regional structural and
historical features as decisive factors in determining the success or failure in the
transition process; it also marks the importance of agglomeration economies and
of geography for regional growth. Kallioras and Petrakos (2010) confirm the
presence of a differentiated spatial impact for the industrial sector. Ezcurra et al.
(2007) study the role of various factors (namely, the national component, regional
location, the structure of production, investment and agglomeration economies,
proxied by employment density) in explaining the distribution dynamics of per
capita GDP. They find that all factors matter but that only the production structure
has a uniform effect on the whole distribution. Using similar methods, Meliciani
(2016) finds evidence of growing importance of innovation and of socio-eco-
nomic factors in explaining regional disparities both in the EU and in CEECs.
Chapman and Meliciani (2012 and 2016) reach similar results for EU regions.
With reference to this literature the present paper studies within-country conver-
gence/divergence in CEECs regions. First, by means of traditional cluster analysis
it classifies CEEC regions in four different groups based on structural criteria and
on the presence of FDI. Second, we test the relevance of these clusters in explain-
ing the different growth paths of CEEC regions by means of spatial regression
analysis. Overall, we find that emerging clusters, while not particularly important
initially, gain explanatory power over time. Some concluding remarks follow.

2. The Definition of Clusters

The definition of regional clusters in CEECs sharing homogeneous economic and
structural features is performed following traditional non-hierarchical procedures.

First, with reference to the literature quoted above, we select a number of vari-
ables which appear to be relevant in determining different industrialization paths
across CEEC regions. These are: (i) the average growth in the employment rate
over 1991-2011; (ii) regional specialization in the initial and final year respec-
tively in agriculture, industry and services; and (iii) the ability to attract FDI.
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Specialization (country-relative) is measured by the revealed comparative
advantage index on gross value added.! This is computed as the share of gross
value added (GVA) in sector s in region i over total gross value added in region
i divided by the share of sector s in total gross value added of all regions in the
country:

Nc
GVA4, 2GV4,
RCA_ = 1=l

S

D> GVA,, ZS“%GVAI.,S [1]
s=1

s=1 i=

where S is the total number of sectors and N . is the number of regions within
each country.?

We refer to regional specialization in order to capture also a location effect, as
in CEEC:s all regions on the far eastern borders of each country are specialized
(country-relative) in agriculture both in 1991 and in 2011°. Instead high speciali-
zation in industry often provides an indication of old industrialized regions.

Data on FDI are from different national sources and refer to flows at current
values. Only in two cases (Hungary and Poland) data reflect the numbers of
enterprises receiving FDI.* All FDI data are relative to 2011 except those for
Slovakia which refer to 2010. With reference to the literature we expect FDI to
g0 hand-in-hand with processes of industrial restructuring.’

As a preliminary test, we measure the correlation between the eight variables
under consideration. Correlation is generally high and significant, even if it fades
somewhat over time. Apart from the trivial high correlation between specializa-
tion in a sector in the initial and final years, the following results are found: (i)
specialization in one sector is generally negatively (and significantly) correlated
with specialization in each of the other two. The exception is agriculture that is

1. Specialization is sometimes based on employment data. This paper chooses GVA instead because it
appears more apt to capture the “true”” economic value of each sector in a CEEC. Sectoral employment
provides a poor (or biased) measure of sectoral performance whenever restructuring is accompanied
by sizeable changes in productivity, as appears to be the case in CEECs (Marrocu et al., 2013).

2. All data are from Cambridge Econometrics and cover years 1991-2011. Data deflated to 2005
constant prices.

3. This refers to regions bordering Russia, Belarus Ukraine and Moldova, or coasting the Black
Sea. It is worth noting that in these regions specialization in the sector deepens over time.

4. Data are, respectively, from the Bulgarian National Bank; the Czech National Bank; the Hun-
garian Central Statistical Office; the Polish Central Statistical Office the National Bank of Roma-
nia; the Bank of Slovenia and the Slovak Statistical Office.

5. Flows directed to CEECs are generally found to promote growth and to generate technology
transfers and spillovers that ultimately raise productivity both at the country level and in individual
sectors. However these effects are crucially linked to the recipient’s absorptive capacity, be it the
quality of human capital, the legal environment, the presence of infrastructures or the like (ECB,
2009; Damijan et al., 2007).
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significantly negatively associated only to industry and only in 1991; (ii) FDI is
positively related to specialization in industry and, surprisingly, negatively to
that in services. In both cases the coefficient falls over the period pointing to a
weaker link; finally, (iii) the correlation between employment growth and each
other variable is never significant (significance level: 0.01, two-tailed).®

Non-hierarchical cluster analysis starts by fixing the number of clusters ex
ante. It then allocates the units in the sample to each cluster with the objective of
minimizing the distance from the group’s centroid (the k-means method). With
respect to hierarchical procedures, this type of analysis has the advantage of
being both more flexible and simpler. In the present context, it has the additional
appeal of going in the wake of previous studies (Rodriguez-Pose 1998; Chap-
man, Meliciani, 2016). By considering the socio-economic characteristics of EU
and/or CEEC regions these works generally identify a priori the following four
groups: capitals and urban areas, old industrialized regions, lagging, peripheral
ones and intermediate areas (the latter represent a residual group). The identifi-
cation of four groupings via cluster analysis allows to confirm, or to integrate,
this classification checking whether the economic indicators actually point to
clusters that are similar to the ones derived from a more descriptive approach. It
also provides a more clear-cut characterization of groups as it leads to eliminate
the residual one (that of intermediate regions). Moreover, a recent contribution
(Chapman, Meliciani, 2018) introduces for CEEC regions a new group in order
to capture the relatively dynamic areas that, often through considerable amounts
of FDI, manage to restructure industry and/or to diversify the local economy
moving towards a virtuous path of growth and productivity gains. The present
exercise tests this hypothesis.’

On the basis of the existing literature we set the number of clusters at four.®
Regions and groups are listed in Appendix 1, together with the indicators that are
used to form them. Figure 1 maps the groups.

6. Correlation coefficients are available on request. Correlations calculated on a sample that lea-
ves out capitals, by all means outliers, changes the results only marginally.

7. The distance between cases is measured by the squared Euclidean distance. Data are standardi-
zed due to scale differences. Given that both non-hierarchical and hierarchical clustering may give
different results depending on the data ordering various different random orderings were tested.
They produced only minor changes in results.

8. Various other attempts were made, producing unsatisfactory and/or unrealistic results. Testing
for five clusters left results grossly unchanged except for an unsatisfactory split of the capitals
group in two, isolating the capitals of Bulgaria and Romania. Testing for three clusters resulted in
under differentiated groupings. The average distance of units from their respective centroids was
above that of the four cluster case (1.7 instead of 1.6) and the R squared was lower (0.57 instead
0f 0.62). Also hierarchical procedures, that were applied to check the results, generally distinguish
four groupings (Complete linkage and Ward’s method).

96

Copyright © 2018 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788891776945



Figure 1 — Geo-sectoral Clusters

1= FDI-restructuring 2=Capitals 3=0Id industrialized 4=Peripheral

The first cluster includes nineteen regions, one respectively for Bulgaria and
Slovenia, two for Hungary, three for Romania and Slovakia, four for the Czech
Republic and five for Poland. All present a relatively diversified production
structure that is divided between industry and services (specialization in agricul-
ture falls below the average) and positive employment growth. FDI is slightly
below the average. However given the presence of capital regions that receive
shares between 43 and 84 per cent of total FDI, this actually implies relatively
high flows.” In line