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Presentation Notes
Introduction
A few months back I would have started with a MOTIVATION. Do we need it?
Thanks for giving me this early opportunity to present my work
Two purposes:
Put in context the all research done in the topic by my team in EXT in the last few years
Provide input to the EB seminar


()
Where do we stand

We have completed the stock taking exercise on
data and research available

We have a tremendous amount of data and work
we can draw on (see our webpage)

We have an official mandate from the General
Council

We need to organise our work to be able to deliver
as promised

Expectations are high, potential tremendous
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Presentation Notes
The global trade downturn and larger asymmetries within the euro area, call for deeper look at competitiveness developments.
Defining competitiveness, however, is not uncontroversial and we will supplement traditional price-cost based indicators...
….with a vast range of complementary broad measures based on detailed sector analysis as well as firm level data/models


[READ]




Outline

Mandate CompNet

* Phase one - fixing the “Competitiveness diagnostics*

* Phase two - Connect competitiveness determinants with
outcomes

* Plan of the workshop
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CompNet mandate

Motivation

 Approach to competitiveness must be broad-based and
better grounded in contemporary trade theory

Objective

* Fostering interaction between micro and macro analysis

 Determine better connection competitiveness
determinants and outcomes.

Organization

 Three workstreams, relating competitiveness to:
— Aggregate measures

— Firm level

— Global Value Chains
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CompNet mandate

Value added of
Macro Firm GVCs CompNet

N _/

\ Three current views /

approaches in the analysis
of competitiveness
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=» Phase one — Concentration on indicators...

but not only
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Phase One: Macro indicators (WSI)

Extensive margin

Extensive margin demographics

Extensive vs. intensive margin

Theil’s entropy on individual products

Index of Export Market Penetration

Export openness adjusted for structural factors

Revealed Comparative advantage

Percentage change in world trade share

Relative trade intensity in intermediates

Net FDI inflows over GDP

World share of FDI inflows

Proxying Quality 1

Proxying Quality 2
' uality 3

- 48 countries, including all
G20 and EU countries and
additional advanced economies,

1999-2009.

-quantile analysis on a few
basic indicators at very
detailed product
disaggregation

- Members will
concentrate on selected
indicators, improve and
share them with the others
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The potential of the Network is enormous as we pull together expertise and we can share the work among members


Correlation between "quality" (unit price relative to the 90th percentile of the unit value distribution across countries exporting that particular product, WB definition) and market share of the country	
Quality ladder (relative quality of a country’s export versus all other countries exporting the same product  (Khandewal, 2010) and degree of product differentiation (Rauch 1999)	
Decomposition of trade balance contributions into price- and non-price driven.	



Extensive and intensive margins at firm level

Extensive and intensive margins at product within firm level

Concentration of international versus domestic activities (ratio of the total exported
value vs. total revenue of the firm, calculation of Herfindahl Index...)

Product/destination analysis at firm level

Characteristics of exporters/importers/FDI investors versus domestic firms (size...)

Calculation of ULC for international firms (exporters, importers, FDI investors)
versus domestic firms

Calculation of TFP for international firms (exporters, importers, FDI investors)
versus domestic firms

Evolution of TFP distribution over time

Changes in markups for internationally active firms versus local firms

Percentage of imported intermediates in total intermediates

Share of exports of final goods in total exports

Royalties paid and received as a percentage of sales

Expenditure with R&D as a percentage of sales

Share of profits generated in foreign activity as a percentage of total profits

Is the firm part of an international group? If yes, what is its role?

Number of affiliates established abroad

-Will aim at
achieving a
Mminimum common
set of indicators
available for all
countries

-Members will
provide firm level
data existing for
their own countries,
after agreeing on
best methodologies
of aggregation

-Will assess need
for further surveys
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Phase two: matching competitiveness with

outcomes, both at macro and micro level

Competitiveness

/ | N

Price determinants Non-Price determinants Structural/Macroeconomic
determinants

- REER EXPORTS/IMPORTS

- Exc.h.ange rate i gualltyt{ Varllety dded - Labour productivity

V0|at.'|'t)’ - Jomes |ctva ueadae - R&D intensity

- Un!t labour COSt.S ccgmioneln " - Transport and communication
- Unit cost of capital - Sectoral composition infrastructures

- RCA (by technological
content and by factor
intensity)

- Entry and survival

- Concentration (by market,
sector and product )

- Human capital

- Net energy exports

- Ease of doing business
- Financing conditions

- Public deficit
- Domestic savings
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Second phase: derive a broad-based framework

Workstream
Aggregate Measures

7\

Workstream 2 —— Workstream 3
Firm Level e Global Value Chains

Broad-based Synthetic Assessment
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Ultimately however we want to make sure that the various views talk to each other

How can microdata help adding info on the macro?
How can we utilise micro info to improve understanding of GVC an in so doing improve the macro


Plan of the workshop

- TODAY
— Results of ongoing work of general interest
— Networking

« TOMORROW MORNING

— Work-stream in action to determining respective
work plans (data and research)

« TOMORROW AFTERNOON

— Wrap-up and agree on common action timeline
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Plan of the workshop

= Enjoy the Workshop




Our action plan today

Filippo di Mauro (ECB)

Frankfurt
3 April 2012
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Introduction
A few months back I would have started with a MOTIVATION. Do we need it?
Thanks for giving me this early opportunity to present my work
Two purposes:
Put in context the all research done in the topic by my team in EXT in the last few years
Provide input to the EB seminar


What we expect from this morning ?

* Work streams to discuss plans for improving indicators
(objective one)

* Consider research objectives on ‘‘determinants vs.
outcomes’’(objective 2) (including interaction short
term/cyclical and longer term/structural view of
competitiveness)

= Distribute work load in accordance to
preferences/comparative advantage

=>» Establish a realistic, though ambitious, plan for
deliverables
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CompNet milestones Year |

Launch &
prelim.
work
r————-==--= 1 oo =- 1 r———=-=-=-=- 1
1 Workshop ECB early-July (tbd) I Workshop BdF | I Jan 2013 |
: 2-3 April : WS coordinators : 20-21 Sept : : Workshop (tbd) :
Obj. 1 - Indigators "~~~ 1 Tt e/t Tmmm oo TETTT I T
@
Common Assessment Framework
[ ®
Methodology set-up Initial deliverables by each WS
(with WS coordinators)
WSl | e ®| . WS1:list of specific indicators calculated by each NCB;
methodological note; draft policy note on results
WS2 ® ®| . WS2: methodological note and choice of indicators; ;
draft policy note on initial results / problems StOthakmg & FO"OW-Up
WS3 ® ®| * WS3: methodological note and choice of indicators;
draft policy note on initial results / problems

Obj. 2 - Qutcomes
o . . m— . -
Research on non-price determlnanlt_}:, quality adjustment and measurement issues
(WS1), aggregation bias, dispersion vs. average of micro-based competitiveness
indicators (WS2), omitted variable bias and role of GVCs (WS3). Micro-macro
linkage.

. EUROPEAN CENTRAL BANK




SECOND DAY - Additional issues

) Choice individual consultants for each WS;
2) Deliverables:
short vs long
policy/methodological note/pubblications
3) communication:
within (website, emails....), and
outside the network (level of formality, frequency...);
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* Have a good and productive day



Presenter
Presentation Notes
Moreover, performance – as well as reaction to external shocks such as the exchnage rate is rather a firm related matter, i.e. it impinges on specifically related firms characteristics (type of production, organization of the production process, including outsourcing, size…). 
These are the critical factor one should better identify…WORK by Barba Navaretti, Bugamelli (Bank of Italy)…..



Globalisation has hampered macro/institutional (mostly price-based) indicators
….and country only is not the right unit in this new world
Disconnect price-cost vis a vis export performance
Limits of exports as ultimate objective




http://www.ecb.europa.eu/home/html/researcher_compnet.en.html
http://www.ecb.europa.eu/home/html/researcher_compnet.en.html
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