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ABSTRACT
This paper investigates the evolution of specialization pattern$doltdlian provinces over the
period 1995-2005 by analysing the dynamics of the sectoral digtnbut the Balassa index of
revealed comparative advantages. The results show that underlyingvalsetaaible distribution of
national comparative advantages over time, there are wide oasati local performance: only a
few provinces demonstrate any stability in their specializateer the last decade, with the
majority showing decreased specialization. We find a higlveragedegree of persistence for
provinces with districts, but no systematic differences betweennmes/iwith or without industrial
districts. District provinces show wide variation, with a few cotr@ing on their past comparative

strengths, but many diversifying.
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1 INTRODUCTION

Italy is losing ground in the global market. Italian exports acemlfdr about 490 US$ billions in
2007, representing 3.5 % of world trade compared to 4.5 % in 1998 and 5 % in d&89€iraly,
the country has gone down in the ranking of major world exportens, fne 6th position in the
mid-1990s to the 7th position in 200This reduction in the export share is particularly significant
because it has occurred during a period of continuous growth in world stemleing that Italy is
indeed experiencing some difficulties in terms of international competisgene

The literature has extensively investigated the reasons belahgs | recent disappointing
international performance and there is generally wide agreethantthe Italian specialization
pattern is one of the main responsible for this slowdown. In contrasbst advanced countries,
Italy has a specialization model that has been persistenttiowerand is based mainly on the
production and export of highly labor-intensive goods, which are the typsodédhat suffer most
in contexts of increasing international competition from labor-abundarerging economies.
Moreover, a large share of Italian exports of labor intensive gootes from industrial districts
(IDs),2 which are peculiarly organized as geographical concentratiossalf and medium scale
firms specialized in one particular sector. Recently, IDs Heaen at the centre of the economic
debate. Some scholars have insisted that IDs and their small manufactorggre responsible for
the inability of the Italian manufacturing system to respondhto challenges of globalization
(NARDOZZI, 2004; ONIDA, 2004). Instead, others have argued thatcenteyears firms in IDs
have shown better than average performance (BECATTINI and DEADI, 2006), also finding a
robust positive relationship between IDs and export performance EBRA& et al.,, 1998;
BECCHETTI and ROSSI, 2000). Moreover, there is a growing number ofilmaticans showing
that districts are highly heterogeneous, with marked strucimclbehavioural differences, which

influences their export performance (MARIOTTI et al., 2008). cakdingly, several industrial
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districts are undertaking deep transformations of their secamchlproduct specializations, with
some of them abandoning earlier areas of specialism (ISTAT, 2002; RABELL£ &I, 2008).

In general, it is difficult to reconcile the empirical evideravailable at the local level with studies
that mainly rely on aggregated trade data at country levelxpdaia the declining national
competitiveness and unfavourable international specialization. In this, papeaddress the gap
between these two different strands of literature by analythiagevolution of local patterns of
international specialization in the Italian provinces (NUTS3) over theg&6€65 to 2005.

The aim of the paper is twofold. First, following a methodology widadppted in the trade
literature (DE BENEDICTIS and TAMBERI, 2001), we examine thymainics of the sectoral
distribution in the Balassa index of revealed comparative adva(fRii®), investigating whether
and to what extent local patterns of export specialization have bada sver time. Our results
show that only a few provinces provide evidence of stability in {yeterns of specialization over
the decade studied, while the majority have become less specialized. Thissstihggeke evidence
of persistence provided by many national level studies is obgcsignificant and divergent trends
at the local level. Morevover, in provinces with districts we finthigher averagedegree of
persistence but no systematic differences between provinces with or withoatiahdiistricts.
Second, we aim to contribute at the ongoing debate on the Italianaind@al specialization
exploring whether the more persistent international specializgttterns in district provinces than
in non-district provinces can be attributed to the fact that disdgctors themselves are more
persistent. In other words, we check whether the ‘district éffecd major determinant of the
stickiness of the ltalian trade patterns. The empirical aisalysows that in provinces with
industrial districts specialized in leather and footwear, &tind clothing, machinery and
equipment and furniture and home accessories there is a varieghaViturs and a few of
provinces where these sectors are responsible for the persistaheeinternational specialization
patterns.

The paper is organized as follows. Section 2 reviews the recgmticahliterature on the relative

4
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persistence of the structure of Italian comparative advantagestimeer Section 3 presents the
empirical results: 3.1 describes the data and discusses somptiesstatistics; 3.2 examines the
stability of local patterns of export specialization; 3.3 expltinescontribution of selected sectors
to the persistence of patterns of international specializatiprovinces with districts and identifies
a variety of behaviours. Section 4 summarizes the main resultsc@mdudes with some

implications for further research.

2 PERSISTENCE AND CHANGE IN THE INTERNATIONAL SPECIALIZAIDN PATTERN

OF ITALY

The debate on the structure of Italian exports, its evolution, candamplications over time, has
generated a vast empirical literature which was receetigwed by DE BENEDICTIS (2005). As
ONIDA (1999) forcibly points out, there is general agreement tiatttade stucture in Italy is
atypical compared to the other high-income OECD countries, imsteof its persistent
specialization in traditional low-skilled labour-intensive sectuwsh as textiles, apparel, leather
products, footwear and furniture. This persistence has been identifiechumber of empirical
studies based on various datasets, with different sectoraificason and level of aggregation,
over varying time spans and using different statistical methodsl¢BEeGAMELLI, 2001; CEC,
1999; CEPII, 1998; CHIARLONE, 2001; CIPOLLONE, 1999; DE BENEDICTIS, 2005v1BI1O
and TAMAGNI, 2008; HELG, EPIFANI and BRASILI, 2000).

Two major concerns about the anomaly of the Italian model of spatiah have been expressed.
The first is related to the risk that the Italian manufactuiimdustry is being overexposed to
competition from low cost producers, especially those in emetgbay-abundant economies; the
second is related to the risk that Italy is lagging behind ottalersirialized countries in terms of the
production and export of more dynamic goods such as high tech and ICTtprdthia result — so

the argument goes — Italy has become locked into an unfavorable igpdoilmodel, which is
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leading to a decline in international performance.

To explain the persistence of the Italian pattern of spedializaver time, we can refer to standard
international trade theory which predicts that specializationenpett largely reflect factor
endowments. DE BENEDICTIS (2005) makes the point that since thel%bis Italy has
embarked on a process of capital accumulation and is no longer a #umatant country;
therefore, according to the Heckscher-Ohlin theorem, it should napbeeialized in labour-
intensive sectors. However, in terms of its human capital endowittedgitdiffers with respect to
the other high-income OECD countries. If we take the simpleasune of educational attainment —
number of years of education of the working age population - Itayldgged behind the other
high-income OECD countries since at least the 1960s and thisakgnereasing up to the 1990s.
Moreover, the share of high-skilled labour over the total laboue fisrtess than half that of France
and Germany, and a meager third of that for the United StateseHkialy’s export compaosition
can be explained in terms of its poorer human capital endowment gathe other major
industrialized countries (FAINI and SAPIR, 2005).

Another strand of the literature explains the persistencéneofitalian structure of comparative
advantages in terms of dynamic economies of scale (KRUGMAN, 188d) Marshallian
externalities (DE BENEDICTIS and PADOAN, 1999; EPIFANI, 1998kcording to this view,
Italy has become more and more efficient in those sectors imwttspecialized 50 years ago, and
has remained locked-in its initial comparative advantage. ddmson for learning-by-doing being so
effective and dynamic scale economies being strong enough tty ib#i effect of a change in
factor proportions, is due to the diffusion of clusters of small apeed firms able to exploit
Marshallian externalities (BECATTINI, 1989; BECCHETTI et 24007; RABELLOTTI, 1997;
SIGNORINI, 2000).

In contrast to this view of IDs as being one of the reasonsdgodrsistence of the Italian pattern of
international specialization, there are some recent studiegrthadle evidence of changes in sector

and within sector specialization in IDs. DE ARCANGELIS and FERRO05) show that there is a

6

http://mc.manuscriptcentral.com/cres Email: regional.studies@fm.ru.nl



Page 7 of 38 Regional Studies

©CoO~NOUTA,WNPE

tendency for a shift from production of final goods to production of thehimay needed to
produce them. Based on provincial level trade data for the period 1991-P@§lshow that
provinces with high concentration of IDs and high degree of delotiahzaf production, have
shifted their specialization from final goods to capital goods within the sasdagiion segment.
Changes in specialization are also taking place within sedt@rd¢o quality upgrading of products
and functional upgrading of production processes. On quality upgradind) BCF2004) suggests
that there is growing empirical evidence of countries spenigliin different quality ranges of the
same products. Changing relative factor endowments imply changewithin product
specialization, i.e. a reallocation of comparative advantaghin the same industry. For
industrialized countries producing traditional labour-intensive goods, expdsulacreasing
competition from labour-abundant countries results in increasing Vediftarentiation of the
domestic industry with a progressive shift from lower quality (loarket) to higher quality (up
market) varieties of the same products (BUGAMELLI, 2001; CHIARLONE, 2001).
Accordingly, DE NARDIS and PENSA (2004) show that traditiondlditaexports have not been
displaced by the same goods from less developed countries, betaaseertical shift within
sectors toward more advanced segments of production characteribettds quality. They assess
the intensity of competition from foreign competitors in traditlomaustries such as textiles,
clothing, leather goods, ceramics and wooden furniture, evaluating dHestnpower of Italian
exporting firms in their major destination markets. Their conclugathat during the 1980s and
1990s Italian exporters were not generally suffering from fareampetition, not even competition
from low cost countries, because they were able to apply high&rupa over marginal costs, for
most of the products analyzed and for most destination markets.

In terms of the functional upgrading of production processes, se@sabktudies have documented
the delocalization (at home or abroad) of lower value added agiyinainly the unskilled labour
intensive stages of production) and the increasing outsourcing of nerc@mpetencies by firms

(AMIGHINI and RABELLOTTI, 2006; BALDONEet al, 2002; TATTARAet al, 2006). The
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delocalisation of labour-intensive activities abroad can progrégshit the export composition of
sectors producing consumption goods from final products to intermedategts, sent to foreign
subcontractors that undertake the final stages of production. Thus, appeeakening
specialization in final goods may be accompanied by increased sgsmal in intermediate goods,
within the same sectors (RABELLOTTI, 2004). Also, a by-product ofage final stages being
delocalized abroad, may be an increase in exports of the spetialashinery needed to produce
those final goods.

By disaggregated analysis of RCA at province level in the period-2095, we empirically
investigate the dynamics in the lItalian patterns of intesnatispecialization. To our knowledge,
very few studies have analyzed the dynamics of international spedelizattaly at the local level
(VIESTI, 1995; CONTI and MENGHINELLO, 1995), with the notable exmapbf a recent study
by GUERRIERI and IAMMARINO (2007), which adopts a similar hwetology to the one in this
paper but focuses only on the Italian Mezzogiorno.

In what follows we address three main research questiosis:viie investigate the stability of local
patterns of export specialization since the mid-1990s; second, wealogkhether there are
differences between provinces with and without districts (&e£t8.1 and 3.2); third, focusing on
selected provinces with districts we analyse whether distectors have contributed more than
non-district sectors to the degree of the persistence of tpetgabzation in each province, and

identify some main trajectories in terms of specialization dynamegi@® 3.3).

3 THE EMPIRICAL ANALYSIS ON THE ITALIAN PROVINCES

3.1 Data and descriptive statistics

Based on 103 ltalian provinckand data from the National Institute of Statistics (ISTAT), we
analyse export flows for the period 1995-2005 by economic activityheat5-digit CPAteco

(Classificazione delle Attivita Produttivelassification level. Data on world exports are taken from
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1

2

2 the UN Comtrade database (United Nations Commodity Tradest®stDatabase) at the 5 digit
2 Standard International Trade Classification (SITC Rev. 3) les@hverted into the CPAteco
é classification.

ig With regard to export data, the provincial level is the most disggtgeé available and therefore we
ié have to introduce a proxy for analysing industrial distficEhis is done by distinguishing between
E provinces where there is at least one ID as identified by TS(BA provinces henceforth referred to
g asdistrict provincesj and provinces that have no districts (43 referred taslistrict provinces).

;g As it is well known, districts are more concentrated in the @eartd North of Italy where 73% of
gé all provinces are classified dsstrict provinces while in the South the provinces with at least one
gg district are only 31% of the totéll.

EZ As a measure of international specialization we use the d3alagex of Revealed Comparative
ig Advantages (RCA) (BALASSA, 1965), widely applied in the tradeditee (DE BENEDICTIS
2; and TAMBERI, 2001):

gz RCAIj=(Xij/Xi)/ (Xwj/Xw) Q)

g? where the numerator is the percentage share of sgdtoithe exports of province and the
23 denominator is the percentage share of sgatoworld exports. RCA ranges from 0 teo-and has
%g a demarcation value of 1. Values below 1 indicate that provihes a comparative disadvantage
ji (CD) in sectoij; values above 1 indicate that provindeas a comparative advantage (CA) in sector
jg J. Sectors with a RCA above 1 are considered to be specializenissebbse below 1 are non-
% specialized sectors.

22 Two widely used descriptive statistics from the RCA indextlaeemedian of the RCA distribution
gg and the Spearman’s rank correlation coefficient. As suggested bbyBENEDICTIS and
gg TAMBERI 2003), unlike the arithmetic meaaf the RCA distribution, the median of sectoral RCA
2; has an immediate meaning: a low median means that a countryldrge ahare of CD sectors; a
28 high median means that a country has a large share of CAssethareforethe median of the

RCA measures the overall level of international specialization; in other vaocdsintry with a high

9
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median has a concentrated structure of exports in CA sectors awlzeceuntry with a low median
has a concentrated structure of exports in CD settaraddition, analyzing the median allows
both static and dynamic considerations: a median increasing owvemtaans that a country has
increased the share of its CA sectors while a median deweagser time means that a country has
increased the share of its CD sectors.

At first glance, the distribution of comparative advantage amaligrit provinces differs widely
across regions (Table 1). In general, the median of the RCbdistn is lower in the South than
in the Centre or North of the country, with this difference remgirsimilar across the period
considered. Therefore, it seems that provinces in the South have much miocertrated export
structures (i.e. a lower share of CA sectors) than thodseilCéntre and the North, which makes
their local economic systems more vulnerable to external demandiconadind the vagaries of
international markets (KRUGMAN, 1993 The two island regions, Sicily and Sardinia, and also
Calabria stand out as regions with extremely concentrated export structures.

It is interesting that, on average, district provinces have a highdian, i.e. a higher share of CA
sectors, than non-district provinces, suggesting that the formecharacterized by a broader
pattern of export international trade specialization than provincésowti districts. Moreover,
among district provinces there is a persistent geographicaleatifferbecause those in the South
have a lower median than district provinces in the Centre and inctttle &hd therefore they have a
lower number of CA sectors than the other district provintes.

As regards the dynamics of the overall distribution, the gap bettheeCentre and the South of the
country is smaller in 2005 compared to 1995, in the sense that on atlezagieare of CA sectors
has increased in the South and decreased in the Centre, makiwg tireas slightly less diverse in
terms of export concentration; or, in other words, we can say th&otté has converged towards
the national average and is less strikingly different fromréis¢ of the country than in the mid-
1990s. The opposite trend can be observed in the North of the country, whenegs in the East,

which had a slightly higher median compared to the West in 1995, have moved further away.

10
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< Table 1about here >

The other indicator in Table 1 is the Spearman rank correlationiaeeff a high ranked
correlation indicates that the province’s comparative advantagehaiaged very little over 1995-
2005, while a low value indicates considerable change. Table 1 showsntbaational
specialization has been very stable in the Central and Nortlggomse 95 % of the provinces in the
North-East and 70 % of the provinces in the Centre and the Northh&es a coefficient higher
than 0.7, compared with only 19 % of the provinces in the South. Also, in eaxb area district
provinces on average show a higher value correlation than non-distnihces, meaning that on
average the RCA distribution in those provinces has lower sector mobility. Howeakysis of the
Spearman rank correlation does not provide information on the determafiamtsigher or lower
degree of persistence. In other words, it does not explain which satarentributing the most to
that persistence, and in particular it does not explain whetheicdgectors actually contribute to
the overall degree of persistence of the provinces in which thdgaatedmorethan other sectors
do. Hence, the presumption that because district provinces have mastepernsade patterns,
industrial districts must therefore be responsible for the oveeadlistence of the Italian model of
international specialization, needs further investigation. In the foilpwections we analyse the
dynamics of the overall international specialization of Italiasvipices using a methodology that
allows us to test for the degree of persistence of each prosgross sectors, as well as the

contribution of each sector to the degree of persistence of a province as a whole.

3.2  The dynamics of overall international specialization

In this section we explore the persistence of the patternsterhational specialization of Italian
provinces and whether their overall degree of international spetiatizdas increased or
decreased, by exploiting a methodology widely applied to internatiati data (AMENDOLAet

al.,, 1992; CANTWELL, 1991, 1993; CANTWELL and IAMMARINO, 2001; DE BENEDIST
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2005; GUERRIERI and IAMMARINO, 2007).
We test whether the international specialization patterns lentprovinces have remained fairly
stable over time, using a simple transformation of the RCA, i.esyhemetric RCA (RSCA),
defined as follows:

RSCAIj=(RCAIj-1)/(RCAIj+1). 2)
The RSCA has a lower- and upper-bounded distribution ranging from —1vith+a demarcation
value of 0. Negative values indicate comparative disadvantages artt/eposilues indicate
comparative advantages.
As our dependent variable is lower- and upper-bounded and thereforeeslihfates could be
biased, a censored model (i.e. a tobit model) has also been egt(BREEN, 1996). Given that
in most cases the latter estimafesre similar to the OLS ones, both with regard to sign and
magnitude, our analysis is based on the OLS model.
We test the following equation for each Italian province:

RSCAij=ai + Bi RSCAiji« + €ij (3)

with the error ternzij independent of RSCAiiand where i= 1, ..., 103 are the Italian provinces, |=
1, ..., 92 are the 5-digits manufacturing sectors, t is the final(2685) and t-k is the initial year
(1995)13
The estimateqs from the regressions above provide information on the dynamics ofénall
international specialization of the Italian provinces between 1995 &bl Zhe null hypothesis
tests for the absence of linear path-dependefic8) (against the alternative hypothesis of linear
persistence of international specialization pattefi®) in the structure of sectoral specialization,
i.e. whether on average (non-) specialized sectors remain (non-4pligeelc Therefore, the
following cases are possible:

e =1 denotes stability in the initial international specialization pattern;

e [>1 denotes a structure of international specialization in which aage/¢he initial pattern

12
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is strengthened (i.e. higher comparative advantages and disadvantages);
e 0<p<1 denotes a structure of international specialization which ongevesaveakening, i.e.

lower comparative advantages and disadvantages. Hence, the struciaterradtional

©CoO~NOUTA,WNPE

specialization tends on average ‘towards the mean’ (HART, 1976);

13 e /<0 denotes an inversion of the initial pattern of international specialization.

15 Analysing the estimatefis does not provide sufficient information to conclude that the degree of
18 international specialization has either increased or decredsd@the regression model in

20 combination with the estimates ¢f allows us to test for changes in tdegree of trade
specializationin each province: i.e. to calculate the variance in the RCA ibgexeasuring the

25 degree of dispersion of the distribution around the mean.

27 If the variance of the RCA index is:

30 ol =plol, +o; (4)
33 the square of the correlation coefficigritcan be written as:

35 2

36 p?=1-¢, (5)
37 O

and from equations (4) and (5) above, we obtain that:

43 2 2 (6)
46 which is equal to:

49 o 1A
51 kAl

(7)

53 Equation (7) suggests that a change in the degree of internationallizspeon depends on the

56 comparison between the estimatgdand the estimated correlation coefficiemt. > More

58 specifically, p is a measure of the mobility of sectors up or down the RCAIilistyn
(CANTWELL 1991 and 1993; LAURSEN, 2002). A high estimajedndicates that the overall
structure of sectoral specialization is rather stable with relative positions of sectors almost

13
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unchanged (low mobility). A low estimated implies that the ranking of sectors has changed

significantly (high mobility).

It follows thatf=p indicates that the degree of international specializatidhessame, and the

dispersion of the distribution is unchang@ggp implies an increase in the variance of the RCA

distribution, hence a higher degree of international specializatiofi<andenotes a decrease in the
degree of international specialization.

Combining the results for thés and thef/p, we can distinguish three cases:

e If />1 this necessarily implies thétp, asp is never higher than 1. This means that provinces
that strengthen their initial international specialization pasgt@ver time, also face an increase
in the dispersion of their specialization patterns., i.e. speethlectors and non-specialized
sectors are increasingly further apart;

e If 0<f<1 andp>p, this means a higher dispersion in the international speciahzstructure.
However, the increasing dispersion is not due to higher comparative agksnor
disadvantages (on the contrary, it acts to weaken some of tia @oimparative strengths as
0<p<1), but rather to high mobility across sectors. Therefore, thefeet & anincreasein the
degree of international specialization;

e If 0<p<1l and f<p this implies a weakening of the international specializationctire
combined with low mobility across sectors, resulting in lower dspe (i.e. a decrease in the
overall degree of international specialization).

Table 2 summarizes the results of the analysis of the dynaoficeverall international

specialization in the Italian provinc&SFirst, we consider the signs of theoefficients, which are

all positive, therefore excluding the case of inversion of theainititernational specialization
pattern. Second, there are @e higher than 1, implying that no province has significantly
strengthened its initial international specialization in théogemnder consideration. Third, a small
group of provinces (16%), almost all district provinces, has an a&stih# not significantly

different from 1, which is evidence of a stable international specializatiterator the remaining

14
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provinces, the value of the estimated coefficientO#&$<1l denoting a weakening of their
international specialization structure over time. Also, within thésy large group, 20% of
provinces, mainly from the South, havg eoefficient that is not significantly different from 0.5, or
significantly lower than 0.5.

<Table 2about here>
By comparing the regression coefficient¥ \With the estimated correlation coefficienis  we can
divide the provinces in two groups. The first column in Table 2 includesof4P& provinces, with
weakening initial international specialization and an ovetalireasein degree of international
specialization. In other words, the loss of initial comparative gtihein these provinces is not being
accompanied by significant changes in RSCA distribution. The sectmt includes 56% of the
provinces that are facing an overaltrea® in degree of international specialization; thus, although
they are also losing their initial comparative advantage they are exgieg positive changes in the
sector rankings within the RSCA distribution.
Overall, these findings, which are based on disaggregated prouviatal present a much more
differentiated picture with respect to some of the existing cpuatvel empirical evidence (DE
BENEDICTIS, 2005). Our analysisshows that the majority of Italian provinces amet
concentrating their structure of international specialization dvat experiencing a process of
despecializatiom® Also, there is large group of provinces whose sectoral composition of
comparative advantage has changed, towards a process of divsifich the international
specialization patterns. Moreover, despite there being no systedifidrence between provinces
with and without IDs, district provinces show slightly more pegsist¢ in terms of international
specialization. This result is in line with DE BENEDICTIS (2Q0&ho through an aggregated
estimation shows th#te presence of IDs is positively related to the degree of persistence of RCA
Nevertheless, although distrigbrovinces may have slightly more persistent international
specialization patterns than non-district provinces, this persisiemu# necessarily related to the

sectors of specialization of the districts. Indeed, as we shaw8&eéction 3.1, district provinces
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have consistently lesgoncentrated export structures than non-district provinces, i.e. theyahave
higher share of CA sectors. Therefore, the evidence pointing tGtears in trade patterns being
positively correlated to the presence of industrial districts doeésiecessarily imply that district
sectors are more persistent than others. In the next sectio) ¥dugses on some selected
provinces with at least one ID, we test for the contribution of essdtor to the degree of

persistence in trade patterns.

3.3  How much do district sectors contribute to persistent international specialisation?

In this section we explore whether the more persistent international samal patterns in district
provinces than in non-district provinces can be attributed to théhtactistrict sectors themselves
are more persistent. In other words, we check whether the ctistiect’ is a major determinant of
the stickiness of the Italian trade patterns.

We focus on those provinces with, according to ISTAAL least one ID specialized in the one of
the following sectors: textiles and clothing, leather and footwmsachinery and equipment and
furniture and home accessories, which are considered as the epostentative of the Italian
international specialization. In the selected 56 district provimeedest the contribution of each
(district and non-district) sector (see Table Al) to the oveedree of persistence of the trade
patterns for the whole province. To do this, we introduce sectoral thsmimio the model
specification previously tested (2). As in the previous estimatve compare estimates from the
OLS model with those from a censored model; the latter providewisiroefficients for most of
the sectors, with the exceptions of few coefficients becoming significanabtig 10% level.

Table 3 presents the results for the OLS model with the ceefficof the dummies for the district
sectors in columns 5 to 9 being positive and statistically sigmifior 25% of the provinces
considered. This means that in this group of provinces, districrset significantly contribute to

the persistence of the international specialization pattera.wWbith noticing that these provinces
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share a common feature, all of them being provinces with verylwelivn and old established
industrial districts, such as Prato (PO), Biella (BI), Vdr¢®C), Vicenza (VI) and Treviso (TV)
specialized in the textile and clothing industry; Pordenone (PN) accbl(&C) specialized in the
machinery industry; Ascoli Piceno (AP), Ancona (AN), Treviso (Bu)l Bari (BA) specialized in
the leather and footwear industry. From a geographical point of tiesvaliso worth stressing that
in two regions with a strong presence of IDs, Marche and Verestpectively three provinces out
of four (PU, AN and AP) and four provinces out of seven (TV, PD, VI, adydelong to this
group. This suggests that provinces with long-established distspcially in the textile, clothing
and footwear sectors, have more persistent export patterns thasttienerefore, we can conclude
that there is indeed a ‘district effect’, which is particylamhportant in some cases, but still limited
to a minority of provinces.

Besides, within this group which is characterized by positive atadistically significant
coefficients of the district sectors, in 10 out of 14 provinces theficeets of the non-district
sectors are also positive and statistically significant, megathat the degree of persistence is
explained by the presence of a variety (both district and nonetlistactors. Table 2 shows that in
the decade studied all these provinces, except Vicenza (VI) sewli ARiceno (AP), register high
mobility across sectors, having therefore diversifyed their export patterns

In another small group of provinces (12%) the coefficients of the desnfor the district sectors
are significant and negative, meaning that the overall degreesi$teace is negatively affected by
these sectors, particularly in five provinces with distripiscgalized in furniture/homeware related
goods.

In the remaining majority of provinces (61%), none of the dummieghi® sectoral districts is
significant meaning that the persistence in trade pattertieg® provinces is not explained by the
presence of district sectors. Within this group, we can distinguisiw interesting patterns. There
is a group of 6 provinces in which non-district sectors are pdsgitared significantly contributing

to the degree of persistence. In a larger group of provinces (3#% tuftal) the dummies for other
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non-district sectors are statistically significant but witegative sign, meaning that they are
contributing to the weakening of the international specializatiactsire. It should be noted that in
this group six out of eleven provinces are located in the South of Rialglly, there is a group of
seven provinces where none of the sectors significantly contribotése overall degree of
persistance.

<Table 3about here>
Overall, our findings provide a rather different picture from the Kighdrsistent international
specialization model that is often advocated in the literatur@ anore nuanced depiction of IDs as
the main culprit for that. Our analysis shows that in a few l@tgbéished district provinces,
district sectors are significantly contributing to the péesise of international specialization
patterns during the ten years from 1995 to 2005. Therefore, if thargyi‘district effect’, it should
be considered as sector effect in someselected district provinces, where some of the long-
established, best-known and stronger on international markets IDscated. In these provinces,
export patterns tend to be more persistent than elsewhere andttiet siéxtors do contribute
significantly to that high persistence. However, it is notatyethe presence of IDs in a province

that implies a higher stickiness in the export pattern.

4. CONCLUSIONS

This paper analyses the dynamics of local specializatigarpatin Italy over a period of ten years.
The findings contribute to the existing empirical analysis showinag underlying the widely
documented relative persistence of international specializativetianal level, there are significant
and divergent local trends. The main results can be summarizetloagsf Only a few provinces
have maintained stable international specialization patterns idet@&de examined; most show
evidence of weakened specialization. A large proportion of thesenpes is also characterized by

relative high mobility of sectors within the RCA distributiohys$, during the period under analysis
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they have undergone a process of diversification of their initial internaspeaialization patterns.
International specialization in what we define as district pr@gnbas o averagebeen slightly
more persistent than in non-district provinces, and district provineeslso characterized by a
broader pattern of international trade specialization than nonetligtavinces. However, there are
no systematic differences between provinces with or without IDs.

To investigate the contribution of district and non-district sediorthe degree of persistence of
provinces, we restricted our analysis to those provinces with pBsiaized in the leather and
footwear, textile and clothing, machinery and equipment and furnindenamewear accessories
industries. There is a certain number of provinces where we fowh@entration of comparative
strengths in the district sectors, which is often accompanietlidgly mobility across sectors.
Moreover, in many district provinces, there is a relevant contribafioron-district sectors to the
overall degree of persistence of their international specializationrpatte

Overall, this paper contributes to the understanding of the Itgdatterns of international
specialization through the findings from a disaggregated analydistakes account of local
specificities. These findings show that the presence of IDs botes to explaining the degree of
persistence in a certain number of provinces, and that other detesnisaoh as non-district
sectors and geographical macro areas play a role.

There are some caveats to the interpretation of our resuksms of the stability of international
specialization, specialization trends and export performance, wigcioarelated in any systematic
way. International specialization is mm#r seconducive to positive export performance, in the same
way that despecializatioper seis not necessarily detrimental to competitiveness. In facsethe
processes can be positive or negative in terms of economic developdearoath, depending on
competitiveness in the years considered. Moreover, if a provinceris on less specialized over
time, and has a more or less stable trade pattern, this deeslbar-cut consequences in terms of
competitiveness and growth. The economic consequences of internationializgen and

despecialization are an empirical issue. International spextialzcan contribute positively to
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economic development only if it occurs in sectors that are dgnianterms of export growth, i.e.
sectors with relatively high income elasticities of demand.ci@peation can be detrimental to
economic development when a province tries to develop or strengthemnmparative advantages
in sectors with low and/or declining demand. To make an analdbythe development literature,
this situation could be defined as ‘immiserising specialization’ the other hand, despecialization
does not necessarily imply that a province is on the way tondedtistead, if a province loses part
of its initial comparative advantage, despecialization can béivgodor long-term economic
development, provided that the net impact on export growth is positive. Soyneewent readings
of the Italian empirical evidence incline to interpret the difieetion and despecialization of IDs
as positive signals of long term economic performance and interaetompetitiveness. Empirical
analysis of the impact of specialization on export performandeeaonomic growth would be an
interesting issue for future research.

Also interesting for further research is the possible introolcin the empirical analysis of
‘neighbouring’ effects among territorial units due to positive @atige externalities and spillover
effects. The existence of such neighbouring effects amongaiienltocal production systems and
industrial districts has been documented in a number of studieBIfA 2001; BASILE and
MANTUANO, 2008; PELLEGRINI, 2005) showing that treectoral specialization of a given
territorial unit as well as its dynamics over time aikely to be affected by thesectoral
specialization of neighbouring areas amck versaA related, but quite different issue is the role of
neighbouring effect orinternational specialisation patterns. Both from a theoretical and an
empirical point of view, the channels through which spatial externalities woelkttbeir effects on

trade patterns are an interesting issue for further research.
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53 Table 1 - Median of RCA and Spearman’s rank correlation coefficient, 1995-2005

35 Sub-areay Regions | Provinces RCA Median 05 RCA Median 95  Spearman's rank
56 correlation coefficien
57 South | Abruzzo AQ 0.054 0.043 0.74

58 CH* 0.087 0.136 0.78

PE 0.211 0.244 0.67

59 TE* 0.245 0.310 0.80

60 Basilicata| MT* 0.036 0.008 0.53

PZ 0.022 0.015 0.47
Calabria CS 0.080 0.104 0.46

cz 0.066 0.099 0.46

KR 0.000 0.115 0.42

http://mc.manuscriptcentral.com/cres Email: regional.studies@fm.ru.nl



P OO~NOUILAWNPE

Regional Studies

RC 0.026 0.019 0.52
A% 0.000 0.000 0.26
Campanig AV* 0.063 0.074 0.72
BN* 0.020 0.079 0.62
CE 0.117 0.107 0.44
NA 0.374 0.410 0.77
SA* 0.184 0.242 0.72
Molise CB 0.020 0.034 0.68
IS 0.008 0.006 0.73
Puglia BA* 0.129 0.212 0.65
BR* 0.036 0.042 0.69
FG 0.019 0.056 0.44
LE* 0.071 0.149 0.66
TA 0.009 0.021 0.52
Sardegnal CA 0.011 0.005 0.35
NU 0.002 0.002 0.40
OR 0.001 0.000 0.43
SS 0.039 0.032 0.58
Sicilia AG 0.036 0.006 0.49
CL 0.014 0.003 0.52
CT 0.138 0.042 0.66
EN 0.006 0.009 041
ME* 0.067 0.016 0.63
PA 0.060 0.090 0.59
RG 0.018 0.029 0.65
SR 0.003 0.000 0.69
TP* 0.038 0.053 0.60
Centre Lazio FR* 0.165 0.147 0.62
LT 0.132 0.057 0.80
RI 0.057 0.009 0.64
RM 0.384 0.364 0.71
VT* 0.133 0.108 0.61
Marche AN* 0.179 0.213 0.82
AP* 0.108 0.146 0.84
mcC* 0.138 0.156 0.86
PU* 0.296 0.232 0.86
Toscana| AR* 0.105 0.143 0.82
FI* 0.437 0.478 0.82
GR 0.114 0.105 0.72
LI 0.182 0.115 0.60
LU* 0.158 0.123 0.87
MS 0.035 0.052 0.68
PI* 0.096 0.127 0.82
PO* 0.049 0.039 0.65
PT* 0.146 0.241 0.89
SI* 0.160 0.086 0.79
Umbria PG* 0.500 0.413 0.82
TR 0.057 0.088 0.75
Table 1 —cont.
Sub-areas Regions Province§ | RCA Median 05 RCA Median 95  Spearman's rank
correlation coefficien|
North East| Emilia Romagna BO 0.399 0.382 0.84
FC* 0.502 0.401 0.83
FE* 0.159 0.092 0.77
MO* 0.219 0.267 0.87
pC* 0.297 0.263 0.72
PR* 0.313 0.407 0.84
RA* 0.188 0.288 0.81
RE* 0.327 0.438 0.87
RN 0.164 0.238 0.73
Friuli Venezia Giuliajg GO 0.391 0.279 0.73
PN* 0.351 0.240 0.86
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1

2

3 TS 0.531 0.268 0.66

4 UD* 0.313 0.263 0.79

5 Trentino BZ 0.497 0.463 0.80

6 TN* 0.568 0.495 0.77

Veneto BL* 0.086 0.106 0.80

7 PD* 0.652 0.693 0.89

8 RO* 0.276 0.263 0.80

9 TV* 0.537 0.520 0.90

10 VE* 0.488 0.621 0.84
VI* 0.390 0.590 0.89

11 VR* 0.420 0.549 0.83

12 North West Liguria GE 0.429 0.357 0.66

13 IM 0.150 0.155 0.67

14 SP 0.240 0.259 0.59
SV 0.126 0.108 0.56

15 Lombardia BG* 0.702 0.705 0.94

16 BS* 0.400 0.406 0.89

17 co* 0.411 0.516 0.84

18 CR* 0.586 0.530 0.72
LC* 0.318 0.375 0.83

19 LO 0.407 0.215 0.50

20 MI* 0.873 0.732 0.89

21 MN* 0.420 0.486 0.84

29 PV* 0.233 0.273 0.88
SO* 0.503 0.176 0.71

23 VA* 0.497 0.456 0.88

24 Piemonte AL 0.252 0.169 0.87

25 AT* 0.121 0.209 0.77

26 BI* 0.209 0.056 0.65
CN* 0.518 0.493 0.87

27 NO* 0.350 0.246 0.85

28 TO* 0.260 0.374 0.89

29 VB* 0.223 0.241 0.77

30 VC* 0.207 0.259 0.79

31 Valle d’Aosta AO 0.052 0.062 0.63

32 *Provinces with at least one industrial district

33 Source: authors’ elaborations on ISTAT

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

gi Table 2 - The dynamics of international specialization for Italian prosince

55 B<p B>p

0<B<1 Significantly | South:KR®, CA -

56 <0.5

57

58

59

60
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Not Centre RI, LI
significantly South:CE, CS, CZ, EN°, FG, RC, RG®, VV°
different from | South:CL°, ME*, MT*, NU, OR°, PE, PZ,
0.5 SS
North WestSV, LO
Significantly Centre AP*, LT, MS, PG*, SI* Centre AN*, FI*, FR*, GR, LU, PI*, RM, TR,
>0.5 VT*
South:AG°, BR*, CT, SA*, SR°, TA
South:AQ, AV*, BA*, BN*, CB*, NA, TE*,
North East:BL*, FC, FE*, PC, PD*, PR,
RO, VE*, VI* North East:BO*, BZ*, GO, MO*, PN*, RA*,
RE*, RN, TN*, TS, UD*, VR*
North WestAL*, AO, AT*, BG*, BS*, CR*,
GE, PV*, SO*, SP, VB* North WestBI*, CO*, IM, LC*, MI*, NO*, TO*,
VA*, VC*
p=1 Not - Centre AR*, MC*, PO*, PT*, PU*
signignificantly| South:CH*, IS°, LE*, PA, TP*
different from North East:TV*
1 North WestCN*, MN*

* Provinces with at least one industrial district

° See footnote 12
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1
2 Table 3 — Sector effects on district provinces
3 District Sectors Non District Sectors
Area Prov B no sect** B with sect** | DB20 DB40 DC DK DN DB20* DB40* DC DD DE DG DH DI DJ DK DL DM DN
Centre PU 0.993 0.983 0.424*  0.058 0.081 0.063
5 North East TV 0.958 0.896 0.346**  0.184 0.295* -0.044
North West VC 0.868 0.755 | 0211  0.382**
6 South BA 0.74 0.686 | 0.04 0133  0.527* 0.00
7 Centre AP 0.771 0.662 0.062 0.213 0.741%** 0.263*
North East PD 0.891 0.907 0.472%*  0.022 -0.092
8 North East VI 0.886 0.817 |0.383* 0206 0278 0092 0.039 0.245* 0.330%*
Centre AN 0.912 0.908 [0.098 0013  0.291*  0.147 0.243*
9 Centre AR 0.935 0.872 0.019 0.255* 0.058 0.479**
10 Centre PO 0.927 0.406 1.063**  1.027** 0.517**
North East PN 0.906 0.812 0.343*  0.231* 0.428%* 0.346* 0.252%*
11 North West LC 0.856 0.795 0.265* 0.265*
North West Bl 0.688 0.333 1.287**  0.956*** 0.768*** 0.404***  0.445*
12 South LE 0.89 0.782 0.408**  0.541*** 0.362**
13 North East VR 0.855 0.795 0036 0055 -0.324*
Centre S| 0.777 0.788 -0.19 -0.283% | 0.434*
14 Centre FI 0.904 0947 |-0.344* -0.077  0.013 -0.328*
North East VE 0.83 0.801 -0.329** -0.352** -0.280* -0.285**
15 North East TN 0.824 0.789 0.037 -0.438** -0.394** -0.316* -0.307* -0.266* -0.474%*
16 North West PV 0.889 0.89 -0.148  -0.317* -0.313* -0.219*
South TE 0.857 0908 |-0.057  -0.117 -0.311* 0.384**
17 South ME 0.491 0.506 -0.151 -0.382** -0.382** -0.246*
North East RO 0.798 0.809 0.013 0.025 0.542%** 0.274* 0.293*
18 North West VB 0.726 0.67 -0.027 0.385**
19 Centre MC 0.941 0.89 0075 0212  0.047 0.096 -0.261**
North East FE 0.813 0.853 -0.008 0.322**
20 North East BL 0.79 0.794 0.037 0.234*
21 North East RA 0.826 0.781 -0.107 0.376**
North East RE 0.893 0.876 0.063 -0.13 | 0277+ 0.217*
North West NO 0.863 0.819 -0.179 0.514**  -0.386***
22 North West BG 0.924 0.924 0.094 -0.126 -0.074 0.194* -0.215** -0.184*
23 North West CR 0.671 0.651 -0.055 -0.416* -0.325*
North West AL 0.856 0.838 0.041  -0.003 -0.423%* -0.249*
24 North West AT 0.797 0.757 -0.207 -0.401* -0.384* -0.286*
25 North West CO 0.865 0.833 0.227 0.091 -0.268* -0.263**
North West MN 0.897 0.885 0.302 -0.012 -0.26 -0.272* -0.290**
26 North West VA 0.894 0904 |-0.078  -0.007 -0.325* -0.217*
North West CN 0.916 0.903 -0.054 -0.337% -0.275*
27 Centre VT 0.707 0.646 -0.236 -0.580** -0.484** -0.450* -0.440* -0.545%** -0.333* -0.384**  -0.475**
28 Centre PT 0.964 0.851 -0.106 0.019 -0.307** -0.472%*  -0.419** -0.502*** -0.354*** -0.409*** -0.320***
North East FC 0.822 0.806 0.097  -0.148 -0.364*
29 North East MO 0.913 0.891 |0.155  0.022 0.02 -0.244*
North East UD 0.886 0.841 0.071 -0.304** -0.473*
30 South AV 0.818 0.823 -0.171 -0.185 -0.661** -0.335* -0.334* -0.337*
1 South BN 0.792 0678 |0.035  -0.108 -0.584** -0.450*  -0.393* -0.458**  -0.339*  -0.622***
3 South CB 0.807 0.89 0177  -0.022 -0.566%**
South BR 0.767 0.742 -0.173 -0.12 -0.247*
gé South SS 0.613 0.572 -0.025 -0.363* -0.350**
South TP 0.956 0.954 -0.268 -0.336*
34 Centre PG 0.837 0.835 0.187 0.202 0.023 0.026
North East PC 0.724 0.728 0.136
35 North West BS 0.853 0.808 -0.069 -0.011 0.097
Centre PI 0.833 0.844 0.049
36 North West MI 0.908 0.915 -0.099
North West TO 0.9 0.903 -0.083
37 South CH 0.917 0.93 0.013 0.02 -0.251
38 *DB20 refers to the Textile sector and DB40 to @lething sector. This decomposition is obtainechwlite ISTAT RPIRaggrupamenti Principali di Industrjeclassification, based on the end-use of actiwitie
39 (intermediate, capital and final goods).
40 **The number of observations for each province2s The first column of beta coefficients refergegressions without sector dummies (Table A2 @Appendix). The second column of coefficientsnefe
a1 to regressions with sector dummies. All coeffitseare significant at 1%. The complete outputsegfressions with sector dummies are available ff@rauthors.
Source: authors’ elaborations on ISTAT
42
43
44 . . . .
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Appendix

Table Al — Classifications - Cpateco

CPateco sectors

Groups'

DA - BEVERAGES AND FOOD PRODUCTS, TOBACCO

DA151, DA152, DA153,
DA154, DA155, DA158,
DA159, DA160
DA156, DA157

DB - TEXTILES AND TEXTILE PRODUCTS

DB174, DB175, DB177,
DB181, DB182, DB183
DB171, DB172, DB176

DC - LEATHER AND LEATHER PRODUCTS

DC191, DC192, DC193

DD - WOOD AND PRODUCTS OF WOOD AND CORK
(EXCEPT FURNITURE); ARTICLES OF STRAW AND
PLAITING MATERIALS

DD201, DD202, DD203,
DD204, DD205

DE - PULP, PAPER AND PAPER PRODUCTS;
RECORDED MEDIA; PRINTING SERVICES

DE221, DE222
DE211, DE212

DG - CHEMICALS, CHEMICAL PRODUCTS AND MAN-
MADE FIBRES

DG244, DG245
DG241, DG242, DG243,
DG246, DG247

DH - RUBBER AND PLASTIC PRODUCTS

DH251, DH252

DI - OTHER NON METALLIC MINERAL PRODUCTS

DI261, DI262, DI263,
DI264, DI265, DI266,
DI267, DI268

DJ - BASIC METALS AND FABRICATED METAL
PRODUCTS

DJ271, DJ272, DJ273,
DJ274, DJ281, DJ282,
DJ283, DJ286, DJ287

DK - MACHINERY AND EQUIPMENT N.E.C.

DK297 DK291, DK292,
DK293, DK294, DK295,
DK296

DL - ELECTRICAL AND OPTICAL EQUIPMENT

DL300, DL311, DL322,
DL323, DL331, DL332;
DL334, DL335

DL312, DL313, DL314,
DL315, DL316, DL321

DM - TRANSPORT EQUIPMENT

DM354, DM355 DM341,
DM342, DM343, DM351,
DM352, DM353

DN - OTHER MANUFACTURED GOODS N.E.C.

DN361, DN362, DN363,
DN364, DN365, DN366

2 A detailed description of the groups is availatieww.coeweb.istat.it
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1
2
3 Table A2 — Regression output (OLS)
4 Sub-areas Regions Province B R-squared p t-test: f=1 t-test: #=0.5
5 South Abruzzo AQ 0.827+* 0.58 0.76 2.34% 4445
6 CH? 0.917%+ 0.77 0.88 1.59 7.95%k
PE 0.549%+ 0.32 0.57 5.37%k 0.58
7 TE® 0.857** 0.69 0.83 2.33% 5.82%k
8 Basilicata MT® 0.534%* 0.38 0.62 6.47%* 0.46
9 PZ 0.431%* 0.39 0.62 10%+ 1.22
Calabria cs 0.534%* 0.24 0.49 4710 0.34
10 cz 0.432%% 0.16 0.40 5,50 0.65
11 KR 0.314%% 0.11 0.33 7.09% 1.92*
RC 0.683%+ 0.27 0.52 2.71% 1.56
12 WV 0.389** 0.14 0.37 5,96 1.08
13 Campania AV® 0.818** 0.54 0.73 2.28% 3.98%*
BN° 0.792%** 0.46 0.68 2.31% 3.25%k
14 CE 0.552%+ 0.29 0.54 4.90% 0.56
15 NA 0.789** 0.6 0.77 3.1%%% 4.26%
16 SA° 0.711%* 0.52 0.72 4,020+ 2,93k
Molise CB® 0.807** 0.47 0.69 2.15% 3420
17 IS 0.989** 0.7 0.84 0.17 7.08%
18 Puglia BA® 0.740%* 0.54 0.73 3.63%* 3.35%*
BR® 0.767** 0.65 0.81 3.96% 4,54
19 FG 0,625 0.29 0.54 363+ 1.20
20 LE® 0.890%** 0.64 0.80 1.56 5. 55wk
21 TA 0.613%+ 0.49 0.70 5.92%k 1.72*
Sardegna CA 0.335%* 0.34 0.58 13.6%* 3.38%*
22 NU 0.531%* 0.32 0.57 5,71k 0.38
23 OR 0.497++ 0.28 0.53 5,94k 0.00
Ss° 0.613** 0.38 0.62 4,720 1.38
24 Sicilia AG 0.637* 0.42 0.65 4 55+ 1.72%
cL 0.566** 0.43 0.66 6.35% 0.97
25 cT 0.717++ 0.54 0.73 4.04%% 3.10%
26 EN 06415 0.29 0.54 3420 1.34
ME® 0.491++ 0.39 0.62 7.86% 0.14
27 PA 0.956++ 0.51 0.71 0.44 4,65
28 RG 0.498** 0.2 0.45 4,81 0.00
29 SR 0.591++ 0.6 0.77 7.99% 1.78*
30 TP° 0.956*** 0.61 0.78 0.54 5.62%k
Centre Lazio FR° 0.678% 0.45 0.67 4.08%* 2.25%
31 LT 0.730%* 0.62 0.79 4.49% 3,83k
32 RI 0.567++ 0.54 0.73 7.7 1.2
RM 0.713%* 0.5 0.71 3.80% 2.81%
33 VT® 0.707+* 0.47 0.69 3.68%** 2.60%*
34 Marche AN° 0.912+* 0.82 0.91 1.92* 9.05%*
35 AP° 0.771%* 0.68 0.82 4,07 4,83+
mce 0.941++ 0.83 0.91 1.31 9.77%
36 PU° 0.993*** 0.8 0.89 0.14 9.47%
37 Toscana AR® 0.935%* 0.74 0.86 1.10 7 420
Fl° 0.904%** 0.78 0.88 1.89* 7.94%
38 GR 0.791++ 0.55 0.74 2.76% 3.86%*
39 LI 0.502%+ 0.3 0.55 6.20% 0.00
LU° 0.900%* 0.77 0.88 1.92* 7.73%
40 MS 0.802+** 0.65 0.81 3.18%k 4.86%
41 PI° 0.833%** 0.69 0.83 2.85%k 5.68%k
o hkk L3
2 o+l I B O P
43 sl 0.777++ 0.72 0.85 4410 5.4
a4 Umbria PG® 0.837+* 0.71 0.84 2.86%* 5,95
TR 0.855** 0.73 0.85 2.61% 6.39*+
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
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Table A2 —Cont.
Sub-areas Regions Province B R-squared p t-test: f=1 t-test: #=0.5
North East Emilia Romagna BO 0.872%** 0.75 0.87 | 2.44* 7.10%**
FC° 0.822%** 0.68 0.82 | 2.96%* 5.35%**
FE° 0.813*** 0.69 0.83 | 3.29** 5.49%**
MO° 0.913** 0.81 0.90 |1.88* 8.93%**
PC* 0.724* 0.53 0.73 | 3.85*** 3.13%**
PR° 0.852*** 0.74 0.86 | 2.80** 6.67***
RA° 0.826*** 0.66 0.81 |2.81* 5.27%**
RE° 0.893*** 0.78 0.88 | 2.15** 7.94%**
RN 0.763*** 0.57 0.75 | 3.37** 3.74%*
Friuli Venezia Giulia GO 0.768*** 0.54 0.73 | 3.11%** 3.59%**
PN° 0.906*** 0.77 0.88 | 1.80* 7.75%
TS 0.742%* 0.37 0.61 | 2.55** 2.39**
uD° 0.886*** 0.69 0.83 |1.83* 6.18%**
Trentino BZ 0.841** 0.69 0.83 | 2.65** 5.66***
TN° 0.824*** 0.64 0.80 | 2.71* 5.00%**
Veneto BL® 0.790*** 0.72 0.85 | 4.03*** 5.56%**
PD° 0.891*** 0.8 0.89 |2.31* 8.30***
RO° 0.798*** 0.66 0.81 | 3.34%* 4.94%**
TV® 0.958*** 0.84 0.92 |0.97 10.5%*
VE®° 0.830*** 0.69 0.83 | 2.90%** 5.62%**
VI° 0.886*** 0.81 0.90 |2.51* 8.45%**
VR® 0.855*** 0.69 0.83 | 2.41** 5.90%**
North West Liguria GE 0.674** 0.48 0.69 | 4.44%* 2.37*
IM 0.859*** 0.57 0.75 | 1.79* 4.56%**
SP 0.674*** 0.47 0.69 | 4.28*** 2.28**
SV 0.554** 0.34 0.58 | 5.51** 0.67
Lombardia BG° 0.924* 0.88 0.94 | 2.15* 11.9%*
BS® 0.853*** 0.81 0.90 | 3.38*** 8.15%**
CoO° 0.865*** 0.73 0.85 | 2.40** 6.53%**
CR° 0.671** 0.47 0.69 | 4.38%** 2.28*
LCe 0.856*** 0.73 0.85 | 2.62** 6.45%**
LO 0.429** 0.21 0.46 | 6.46*** 0.80
MmiI° 0.908*** 0.82 0.91 | 2.05* 9.19%**
MN® 0.897*** 0.69 0.83 |1.63 6.28***
Pve 0.889*** 0.8 0.89 | 2.38** 8.33%**
SO° 0.769*** 0.6 0.77 | 3.47%= 4.04%**
VA° 0.894** 0.75 0.87 | 1.97* 7.32%x*
Piemonte AL 0.856*** 0.74 0.86 | 2.71* 6.71%*
AT® 0.797*** 0.64 0.80 | 3.18*** 4.66***
BI° 0.688*** 0.44 0.66 | 3.79** 2.29**
CN° 0.916*** 0.73 0.85 |1.42 7.00%**
NO° 0.863*** 0.67 0.82 | 2.11* 5.63%**
TO® 0.900*** 0.77 0.88 | 1.94* T.77%**
VB° 0.726*** 0.58 0.76 | 4.17%= 3.43%**
vee 0.868*** 0.65 0.81 |1.98* 5.52%**
Valle d'Aosta AO° 0.684*** 0.48 0.69 | 4.17%= 2.43%*
Notes

*significant at 10%; ** significant at 5%; *** sigficant at 1%

° Provinces with at least one industrial district
& The number of observations for each provinceds 9
Source: authors’ elaborations on ISTAT
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1
2
3
4
5
6 - -
7 Table A3 — Regression output (OLS vs Tobit)
8 Sub-areas Regions Province Ols Tobit Censored
(marginal effects) obervations (%)
9 South Abruzzo AQ 0.827* 0.763%* 13
10 CHe 0.917++ 0.890%* 4
11 PE 0.549+ 0.541%% 3
TE® 0.857+ 0.837++ 4
12 Basilicata MT® 0.534% 0.454%% 24
13 Pz 0.431%%* 0.392%+* 17
14 Calabria cs 0.534%* 0.494%% 18
cz 0.432%+ 0.410%* 23
15 KR 0.314%+ 0.297*+ 30
16 RC 0.683** 0.577%% 26
17 WV 0.389*+* 0.279*+ 55
Campania AV® 0.818* 0.771% 11
18 BN® 0.792%+ 0.661++ 27
19 CE 0.552%+ 0.547%% 5
20 NA 0.789*+ 0.789*+ 0
SA° 0.711%+ 0.693*** 4
21 Molise CcB° 0.807* 0698 22
22 IS 0.989*** 0.748** 32
23 Puglia BA® 0.740% 0.721%* 3
BR® 0.767*+ 0.715%* 10
24 FG 0,625 0557 17
25 LE® 0.890+ 0.858*+ 4
26 TA 0.613%* 0.585** 7
Sardegna CA 0.335%* 0.207+* 14
27 NU 0.531%+ 0.413%+ 29
28 OR 0.497++ 0.299*+ 54
29 SSs° 0.613** 0.585*+ 7
Sicilia AG 0.637* 0.485%* 40
30 cL 0.566%* 0.441%% 33
31 cT 0.717% 0.688*+ 8
EN 0.641%+ 0.480%+ a7
gé ME® 0.491 %+ 0.463%+ 15
PA 0.956+ 0.902++ 9
34 RG 0.498+ 0.444%% 32
SR 0.591++ 0.452++ 30
35 TP® 0.956++ 0.858*+ 13
36 Centre Lazio FR® 0.678* 0.671%+* 2
37 LT 0.730%+ 0.722%% 2
RI 0.567*+ 0.489*+ 23
38 RM 0.713%+ 0.713%* 0
39 VT° 0.707** 0.674%+ 8
40 Marche ANP 0.912%* 0.905** 1
a1 AP° 0.771%+ 0.741%% 7
Mmce 0.941 %+ 0.918%+ 3
42 PU° 0.993+* 0.975++ 2
43 Toscana AR® 0.935* 0.910%* 3
FI° 0.904+ 0.904++ 0
44 GR 0791+ 0.745% 11
45 LI 0.502%+ 0.491++ 3
LU° 0.900* 0.893%* 1
46 MS 0.802%+ 0.784++ 3
47 PI° 0.833% 0.821%** 2
48 PO° 0.927+ 0.889** 5
49 PT® 0.964*+ 0.933%+ 4
SI° 0.777*** 0.759** 4
50 Umbria PG® 0.837** 0.837** 0
51 TR 0.855** 0.808*** 8
52
53
54
55
56
57
58
59
60
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Sub-areas Regions Province Ols Tobit Censored
(marginal effects) obervations (%)
North East Emilia Romagna BO 0.872*** 0.867*** 1
FC° 0.822*** 0.818*** 1
FE° 0.813*** 0.792%* 4
MO° 0.913*** 0.905*** 1
PC° 0.724*** 0.701*** 3
PR® 0.852*** 0.847*** 1
RA° 0.826*** 0.820*** 1
RE° 0.893*** 0.893*** 0
RN 0.763*** 0.759*** 1
Friuli Venezia Giulia GO 0.768*** 0.766*** 1
PN° 0.906*** 0.900*** 1
TS 0.742%** 0.751%** 2
ub° 0.886*** 0.882*** 1
Trentino BZ 0.841*** 0.837*** 1
TN° 0.824*** 0.817*** 2
Veneto BL® 0.790*** 0.746*** 9
PD° 0.891*** 0.891*** 0
RO° 0.798*** 0.781*** 3
TV® 0.958*** 0.958*** 0
VE° 0.83*** 0.83*** 0
vi° 0.886*** 0.886*** 0
VR® 0.855*** 0.855*** 0
North West Liguria GE 0.674*** 0.674*** 0
IM 0.859*** 0.830*** 7
SP 0.674*** 0.652*** 7
SV 0.554*** 0.527*** 11
Lombardia BG® 0.924*** 0.924*** 0
BS° 0.853*** 0.848*** 1
CcoO° 0.865*** 0.862*** 1
CR° 0.671*** 0.668*** 3
LC® 0.856*** 0.845*** 2
LO 0.429*** 0.431*** 5
Mmi° 0.908*** 0.908*** 0
MN°® 0.897*** 0.893*** 1
PV 0.889*** 0.877*** 2
SO° 0.769*** 0.74%** 4
VA° 0.894*** 0.894*** 0
Piemonte AL° 0.856*** 0.846*** 2
AT® 0.797*** 0.773*** 5
BI° 0.688*** 0.681*** 5
CN° 0.916*** 0.906*** 2
NO° 0.863*** 0.86*** 1
TO® 0.900*** 0.900*** 0
VvB° 0.726*** 0.686*** 11
VC° 0.868*** 0.842*** 5
Valle d'Aosta AO 0.684*** 0.627*** 13
Notes

*significant at 10%; ** significant at 5%; *** sigficant at 1%

° Provinces with at least one district
® The number of observations for each provinceds 9

Source: authors’ elaborations on ISTAT
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! After Germany, the United States, China, Japaandg, the Netherlands and the United Kingdom (WTO

International Trade Statistics 2007 availablatgd://www.wto.org/).

2 The 199 IDs identified by ISTAT in 1996 export 46%htotal Italian manufacturing exports. In sometees
this share is much higher than the average: i.¢thénleather industry and agricultural machinemustry it is
85%, ceramic tiles 84%, musical instruments ingu8f%, textile industry 74% (ISTAT, 2002).

% In 1995, the total number of Italian provinces @8. The 7 recently created provinces are nouitel in this
study.

* The choice of a particular territorial unit carililnce the statistical results of the analysissTé known as
the Modifiable Areal Unit Problem (MAUP) and it hasen the focus of some recent contributions (BASIL
and MANTUANO, 2008; BRIANT et al., 2008). Neverthss, in the case of Italian exports it is not guesio
assess if differences in the size and the shapkeoferritorial units may significantly influenchet empirical
results because of data availability. Using variBtsnch zoning systems, BRIANT et al. (2008) codelthat
both different size and shape are of secondaryiitapce compared to specification issues.

® To identify IDs the unit of analysis is the lo¢abour system (LLS), defined on the basis on infatian about
home-to-work commuting from the Population CensliBe LLS are groups of contiguous municipalities
characterized by a certain level of commuting takwvdDs are identified within LLS if they satisfypscific
requirements about the percentage of manufactimnpgloyees in the LLS compared to total non-agnigalt
employment, specialization in one particular maoufang industry and prevalence of firms with lésan 250
employees. According to the 2001 Industrial Cengues,number of districts is 156 (ISTAT, 2005). Tt is
available at http://dwcis.istat.it/cis/index.htm.

® In absolute terms, district provinces in the Sartéh 11 compared to 12 in the Centre, 16 in thetNBast and
17 in the North-West. Moreover, considering therage number of district per district province, fbaest
average is in the North-West (1.71) followed by theEast (2.13), by the South (2.18) and by the @ef2.75).

" The arithmetic mean in this context is a ‘poorthegtic indicator’ given a skewed distribution o&tRCA (DE
BENEDICTIS and TAMBERI, 2003).

8 DE BENEDICTIS and TAMBERI (2003) show that the ridis positively correlated with the number of
sectors with an RCA above 1 and negatively cordlatith the Gini concentration coefficient.

® This is not surprising as the share of specialissdors is supposed to increase with the industeieelopment

of the province, which is notably higher in the Moand Centre of the country than in the South.

37
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12 0n this point, it should be stressed that the petde system of the South of Italy is more linkedocal and
national market than to the external market behsgefore strongly affected by the domestic as aglby the
external demand conditions.

" This is not due to a lower number of district@ach Southern district province (see footnote 5).

2 The marginal effects from the Tobit model are shdw Table A3 and compared with the OLS ones. The
estimates are similar to the OLS ones with the jgtxae of a few provinces with a high percentage@fsored
observations. Only 9 provinces out of 103 haveragrgage of censored observations higher than a@gonly

in 4 of them the percentage is higher than 40%s vorth to notice that none of these provincesdistrict
provinces.

¥ 1n some of the provinces, the distribution of OleSiduals is not normal. Therefore in order to teisether
the violation of the normality assumption couldeaffthe estimates of the OLS coefficients, a meckgnession
model has beee estimated for taking into accoumtoskible outliers. The coefficients are similarttie OLS
estimates with the exception of a few provincesré&doer, we have estimated the OLS model using thieeH
adjustment to correct for heteroschedasticity. @&ltjh the standard errors in some cases do chahge, t
coefficients still remain very well determined (GREE, 2003). Therefore, we believe that outliers rox
seriously affect our analysis.

1% Specializatiorin trade patterns means that a province incresesmparative advantages and simultaneously
deepens its comparative disadvantages, with thectethat the structure of specialization becomesemo
dispersed (in terms of distance between sectois thé highest comparative advantage, and sectdhsthé
strongest comparative disadvantage). Similadgspecializationin trade patterns implies that there is a
decreases in comparative advantage and a weakehomgnparative disadvantages, in other words thetsire

of specialization in the province becomes lessetsgd.

' This is the square root of the R-squared obtaireed the regression.

16 Using Cantwell’s terminology, these provinces mamegards a more ‘narrow’ specialization pattern.

" The values of, p andplp over the period 1995-2005 are reported in TabRiAthe Appendix.

% Indeed we do not find arp1.

19 See footnote 2 for the ISTAT definition of induatdistricts.
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