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IntroductionIntroduction
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Presentation outline:

• Description of the IRPET Multiregional Input-
Output Model for Italy (main focus)

1. The methodology used to build the multiregional 
table (Regional Supply and Use Tables, 
multiregional trade matrix)

2. The structural model 
• The results of a very preliminary analysis of the role of 

foreign exports on the regional growth in Italy

1. Changes of the foreign exports regional 
multipliers during last years (1995 – 2003)

2. Changes in the share of foreign exports in 
exogenous final demand during last decade? 



Why did Why did IRPET IRPET build build a Multia Multi--regional regional Model?Model?
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The different growth patterns experienced by the Italian regions imply a 
different set of structural parameters and so different responses to 
economic impulses. 
……………………………..therefore……………………..
Significant requirement of a multiregional analysis tool

Two stylised facts have mainly 
characterized the italian
economic growth:
1. the dualism between the two main 

macro-regions of the country (North-
Centre and South)

2. the different kind of industrial 
economic growth experienced across 
the North-Central regions. 



Regional SUT Tables disaggregation (Eurostat Nace Rev. 1)
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Methodology used for estimating regional Methodology used for estimating regional SUTSUT
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• Balancing methodology used

Stone-Champernowne-Meade (SCM)
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• Initial estimates
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• constraints
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• Variance-Covariance matrix
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Initial EstimatesInitial Estimates
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1. Use Tables (U)
a. Regionalized Use Tables through industry-mix
b. For some sectors (machinery, electronic, and transport equipment: regional

survey on EEC (Istat))
c. Other ad hoc information

2. Supply Tables (S)
a. Regionalized Supply Tables through industry-mix
b. Informations on output mix

3. Inter-regional trade flows Matrix (R)
a. Estimation of a gravity model for EMU: 
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b. Extrapolation to italian regions (note on effective distance)



ConstraintsConstraints
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• Constraints for commodity and industry

ewRDFUmwRq +⋅+⋅+⋅≡+⋅+ iiii'
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• Regional Economic Accounts Constraints

YGYY ⋅≡
DFGFD ⋅≡ DF

ewGwe ⋅≡ ew

• Constraints for Inter-regional trade at National Level

iRRi ** ′⋅≡⋅ where )(* RR vec⋅Θ≡



The The StructuralStructural ModelModel
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Where we use the industry by industry Matrices and Industry technology hp

• Structural form (Chenery-Moses theorethical approach)

( )
( ) ( )

( )
( ) ( )[ ]
( ) ( )[ ]x

x

x

xx

ew

cx

dk

xx

cdxAMIBerviii

cdxAMIBmrvii

cdxAMmwvi

xSsv
SIewtewiv

SIxHciii
SIdivigcdii

erewcdxAmrmwsxi

++⋅⋅−⋅=

++⋅⋅−⋅=

++⋅⋅=

⋅=
−⋅=
−⋅⋅=

−⋅+++=
++++⋅=+++

][

][

ˆ][

][
)(][

][
)(][

][

Where BBIR +−=



The The ReducedReduced FormForm ModelModel
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• Reduced form
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Role Role of of Exports for ItalyExports for Italy/1/1
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• From a National Point of View
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1. an acceleration in the mid of the 1990s until new millennium
2. The GDP dynamic is also characterized by  growth during the 

period of analysis (1990-2007) but at a lower rate than the 
exogenous final demand one 

This evidence seems to suggest that Italy has experienced
a decreasing multiplier during that period



Role Role of of Exports for ItalyExports for Italy/2/2
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• But how much is the exogenous final demand multipliers really 
decreased over that period?
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We can call it
“multiplier effect”

• There is another important element we should take into consideration in 
assessing the role of foreign exports for Italy: the increase in the related 
share (over EFD and GDP) 
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Role Role of of Exports for ItalyExports for Italy/3/3
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• the mixed effects of “multiplier” and “share” have 
determined an important variation of the impact of 
exports in the short-run growth
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while in 1995 a 2.7 percent of growth of exports was necessary 
to get a 1% of growth of real GDP, currently this rate is  3%



What are the reasons of a diminishing elasticity? What are the reasons of a diminishing elasticity? 
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• Outsorcing of production processes, which has increased 
the intermediate import requirement per unit of export

 
Year  
 

Outgoing FDI - n. of enterprises Employees

 
1986 282 244,188
1991 475 517,796
1996 124 655,039
2001 2,664 833,740
2002 2,734 888,375
2003 2,752 877,355
2004 2,792 873,763

But this is a 
physiological process in 
a period of increasing 
globalisation

• Another relevant aspect which influences the “multiplier 
effect” is the change in exports mix. 

1. Sectors with small-value-added-multiplier increase their share (Chemicals, Machinery and 
equip.)

2. Sector with higher-value-added-multiplier reduce their share (Agriculture, Basic Metals, 
Textiles)



Role Role of of foreign exports foreign exports at at Regional levelRegional level
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The different growth patterns followed by Italian regions 
imply a different set of structural parameters and so different 
responses to exogenous stimuli (according to the 
multiregional I-O model) 

1. foreign exports are a very important driver of growth in the most developed regions 
(blue bar and grey bar)

2. regions of Southern Italy (white bar) are  lagging behind and the increase in foreign 
exports does not affect regional growth significantly
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regional model



The result is influenced by four factorsThe result is influenced by four factors
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• the share of exports over the total  regional final 
demand 

• the industry-mix of the foreign exports

• the technical structure of the regional production 
systems

• the multiregional allocative parameters of regional 
economic systems



The The InterInter--regional Transmissions regional Transmissions of of StimulusStimulus
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• The region which export create GDP spillover in favour 
of other regions which don’t export. By using a multi-
regional input-output model we calculate the balance of 
spillover (outgoing – incoming). 
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Some less export-oriented regions like Calabria, Sicilia, and Campania are characterized 
by a positive balance. 
Obviously, this feature is not linked to the strength of economic structure. As a matter of 
fact, these regions are known to be fragile economy in the Italian context.



Simple simulationsSimple simulations
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• It is important to stress the role of inter-regional trade 
in the distribution of the positive effects of foreign 
exports among Italian regions

Analysing the balance of value added 
spill-over in 2003 and in 1995 emerge 
that during this brief period the relative 
position of regions intensify

the inter-regional trade plays an 
increasing role 
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SummingSumming--upup
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• Importance of A multi-regional model in a context like 
Italy

• A Multi-Regional Input-Output model for Italy used by 
IRPET is built through the SCM methodology for 
balancing matrices

• A very preliminary analysis at regional level shows the 
significant different regional responses to foreign export



Thank you …



DampenerDampener and and multiplier regionsmultiplier regions
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Lazio

Campania
Puglia

Basilicata

Calabria

Sicilia

Sardegna

Piemonte

Valle d'Aosta

Liguria

Toscana

Emilia-Romagna

Veneto

Friuli-Venezia Giulia

Trentino-Alto Adige

Lombardia

Umbria
Marche

Abruzzi

Molise

Highly Multipliers   (1)
Multipliers   (4)
Neutral   (4)
Dampeners   (8)
Highly Dampeners  (3)
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