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International Trade Rebound And The Italian Enterprise

Overview
From the Asian crisis to the recovery of the world economy: the role of emerging areas.

In mid-1999 world economic activities experienced a recovery phase, which is becoming
increasingly intense and widespread. This happened after two years of strong economic upheavals,
when the financial crisis, erupted in various parts of the world, conveyed strong recessive impulses
throughout production and trade. The growth rate of global production was estimated close to 4 per-
cent, while that of world trade approached 10 percent. International investments also increased their
rate of expansion.

Particularly striking was the speed of recovery in those countries which had been more severe-
ly struck by the crisis, Eastern Asia, Russia and Brazil. On the other hand, the strength of the United
States' economic activity, driven by profound transformations of production modes, which are also
affecting the rest of the world, continued to be surprising. In Latin America, the Middle East and
Africa, the average growth rate was not less than 4 percent, while in Southeastern Asia it was high-
er than 6 percent. Europe was not able to keep up with the most dynamic areas, though its growth
rate is now speeding up. However, there are still uncertainties and shadow areas, above all, Japan’s
persistent slow growth.

Concerns still remain around financial and currency markets outlook, monetary policies reac-
tionsto inflationary impulses stemming from rising oil price, aswell as progress of structural reforms
implemented in crisis-hit countries. In fact, despite little attention from mass media economic distur-
bances of various degrees are continuing to strike individual countries, especially in Africaand Latin
America, intertwining with long-standing problems of backwardness, political instability and war.

Nonetheless, by the middle of 2000, the so called Asian crisis was finally over. At the outset,
while rapidly spreading to other emerging areas, the crisis seemed to point out that the upward trend,
characterizing the economic activity of developing and transition countries in the last part of the
Twentieth Century, was fading. It also seemed to confirm the leading role of main industrial coun-
tries, namely United States (in positive) or Japan (in negative), in determining world economic des
tiny. We can probably state that we experienced the first crisis of global importance caused by a
recession in the emerging areas. The crisis aso highlighted the importance achieved by certain areas
in the world economy. Therefore it is not surprising that these areas are driving current recovery.

In reality, two main players of the Asian recovery, Chinaand India, were only marginally affect-
ed by the crisis of their neighboring countries. Their capacity to avoid contagion presumably liesin
their relative low degree of internationalization, at least in financial terms. Also Chinaand India are
now taking advantage of their links with the rest of the world contributing to its recovery. In particu-
lar, exports from modern industrial sectors, spurred by massive foreign investments which have been
flowing into China over the last few years, supported the dynamism of the Chinese economy.

On the other hand, the same international interdependence, which formerly favored crisis
spreading, is now operating in the opposite direction through expansive impulses. As far as trade is
concerned, its growth is no longer exclusively supported by imports from the United States, but all
areas involved in the recovery are generating virtuous cycles of multiplying effects. Thisisfar more



important than substitution effects generated by real exchange rates' fluctuations (though the strong
currency depreciation by countriesin crisis was later partially corrected). Furthermore, international
direct investments, unlike pure financial flows, appear less vulnerable to speculative shocks, there-
fore representing reliable channels of foreign financing for emerging areas. Finaly, raw material
prices affect terms of trade and development prospects. Rising oil price, while generating problems
of monetary stability in import countries, has also been feeding growth and import propensity of oil
producing countries.

Main economic forecast centers remain relatively cautious for the short run, in order to avoid
another surprise, possibly generated by uncontrolled drops of share prices in the United States.
Nevertheless an even stronger growth is being projected, bolstered by arapid spread of technologi-
cal and organizational changes which are deeply renewing production systems and everyday life of
many people.

Should this prospect become real, important problems which affect the development of the
world economy, beyond cyclical evolutions, will become even more evident, such as the distribution
of benefits from growth to those countries and social groups which are being excluded and the sus-
tainability of production expansion for the environmental balance of our planet.

International trade and investment

As in the past, growth in production and trade has been accompanied by a transformation in
their structure, essentially characterized by the increasing importance of the services sector.
International trade in services, as a matter of fact, grew less than merchandise trade in 1999.
Although the value of the latter was also inflated by the rise in oil price, the growing importance of
services in production as well as in trade remains fundamental. However, the degree of internation-
alization of servicesis still relatively low and its growth has been more in the form of investments
rather than trade across-the-border.

Sector composition of merchandise world trade is also changing. Given the increasing impor-
tance of manufactures, the entire second half of the 1990’ s has been chiefly marked by the dynamism
of two large sectors:. transport equipment and, even more, information technology and telecommu-
nications (computers, semiconductors, cellular telephones).

Changes in geographical and sector distribution of demand contribute to explain fluctuations
in main exporters market shares. Shares on world merchandise exports at current prices, which
allow to take into account the capacity of enterprises to impose higher prices and/or to move into
more remunerative market segments than their competitors, recorded significant changes in 1999:
a) China s share improvement (from 3.3 percent to 4.5 percent in asingle year, while it was at 2.1

percent in 1991) was not affected by competitive gains of other Asian countries, and a compen-
sating Yuan's devaluation was not required, as many experts warned. According to the
International Monetary Fund data, in 1999 China overcame Canada and Italy, becoming the sixth
world merchandise exporter (according to other statistical sources, this growth was lower, though
relevant);

b) Japan’s share recovery (from 7 to 7.4 percent ) halted a uninterupted declining trend since 1993
(when it was 9.8 percent): thisis an effect of the nominal impact of Yen's strengthening (along
with delayed real effects of its previous depreciation), but also of the intense inter-regional trade
in Asia, where the recovery of demand was particularly sustained;



c) Canada s share surge (from 3.8 percent to 4.2 percent, being 3.6 percent at the beginning of the
1990’ s) obvioudly reflects the advantages of neighboring the United States;

d) The European Union’s share drastic slump (from 39.2 percent to 38.2 percent) has resumed, after
previous year’'s pause, its decreasing trend which began in 1995, when it was 40 percent. In par-
ticular, Germany and Italy played an important part, but also France and the United Kingdom
sharesfell; only the Netherlands (in 1995 probably benefiting from oil prices) and Ireland (whose
share increased from 0,8 percent to 1,2 per cent in five years) improved their positions.

Looking at the whole last decade, it is quite evident the enormous change taken place in the
international division of labor. Merchandise production and exports have increasingly shifted toward
developing and transition countries. The importance of emerging areas will probably grow even fur-
ther. In fact, in 1999, India, accounting for 16.6 percent of world’s population and 4.6 percent of its
production, hardly reached a share of 0.7 percent, less than Finland and slightly more than Veneto
Region of Italy. During all the 1990’s, India recorded an average 10 percent growth rate of mer-
chandise exports, much higher than the world average (6.2 per cent).

The greater importance of emerging countriesis also mirrored by international current account
balances. For these countries, the crisis brought about a drastic drop in their foreign trade deficits,
previously used to fill the gap between domestic savings and investments. All main industrial coun-
tries contributed to this adjustment, by allowing a deterioration of their own current account surplus,
though at different degrees:. in the case of the United States, deficit was expanded by the extraordi-
nary dynamism of economic growth; in the case of Japan, surplus only marginally decreased, given
slow production recovery; the European Union stood midway. Current account adjustment was par -
ticularly evident in Asian developing countries, whose strong deficit turned into a surplus, but its
dimension is being eroded by rapid economic recovery. Oil price rise is contributing to worsen
importing countries’ foreign accounts.

In 1999, the strong acceleration of international investments was especially driven by a wave
of mergers and acquisitions, which has been reshaping the distribution of property and control in the
world economy. Foreign direct investments (FDIs) inflows has also been decisive in financing the
United States' current account deficit. Without them, contrary to a general opinion, domestic invest-
ments would have been lower than national savings, which have been supported by public sector
financial surplus. In emerging areas, FDIsincreased even during the crisis, displaying alower volatil -
ity than that of portfolio investments, also thanks to local governments' current policies to attract
investments. In 1999, FDIs growth was concentrated in Latin America, which has taken over Asiaas
preferred destination area. Overall FDIs expansion in emerging areas has been so strong that a down-
ward adjustment is expected for the year 2000.

In 1999, foreign debt and debt service of developing and transition countries increased further,
even though this year an improvement is foreseen, at least in proportion to exports of goods and
services. For poorest countries, debt burden can seriously hinder their prospects for economic and
social progress. Several proposals are currently being discussed on how to deal with this problem.

Failure of the Seattle conference and trends in trade policies

Delay in acknowledging emerging countries greater importance on the world economic scene
by public opinion and by governments of main industrial countries can probably be considered the



main reason of the failure of the attempt to give life to a new global round of international trade
negotiations, the so-called Millennium Round, at Seattle at the beginning of December, 1999.
Various factors contributed to the failure of the third Ministerial Conference of the World Trade
Organization (WTO). These factors range from tensions associated to the replacement of top exec-
utives of the organization, to inadequate preparatory works, and to the Conference’'s overlap with
the first phase of the Presidential elections campaign in the United States. Furthermore,
Conference’s preparation and results highlighted difficulties of the decision making mechanism
within the WTO. These difficulties have grown along with the number of member countries (137)
and with the importance of the stakes at play. However, institutional problems might have probably
been solved, as in previous occasions, if contrast among members were not so strong. On the one
hand, large industrial countries’ governments aimed at broadening the agendain order to cover top-
ics traditionally outside the scope of the international trade system, such as protection of the envi-
ronment and of workers' rights. This position was aso influenced by the need to respond to grow-
ing concerns of some parts of public opinion about the effects of globalization, amplified by the
demonstrations which occurred during and after the Conference. Industrial countries were also
reluctant to offer significant concessions for sectors of great interests for emerging countries, name-
ly agriculture, textiles-clothing, services based on international mobility of people. On the other
hand, developing countries’ governments were irritated by requests they perceived as unwarranted
interference with their sovereignity in social and environmental issues, and as a pretext to introduce
new protectionist restrictions. Furthermore, they were unhappy about the results achieved by the
implementation of the Uruguay Round agreements. There were disagreements even among indus-
trial countries over additional issues, particularly between the United States and the European
Union. Nonetheless, the negotiators' inability to overcome these differences through traditional
diplomatic instruments mostly depended on the probably underestimated emerging countries deter-
mination to become players on the world scene.

Up to the Seattle Conference, trade policies had not assumed a protectionist orientation,
notwithstanding pressures created by the effects of the Asian crisis. The only concrete sign in the
opposite direction, which should not be underestimated, was the intensification of demands for coun-
tervailing (anti-dumping and anti-subsidy) trade measures, which can easily lead to protectionist dis-
tortions, even if admitted and regulated by the rules in force. The growing trust toward the interna-
tiona trade system is also confirmed by the increasing use, by large and small countries, of multi-
lateral dispute settlement mechanisms set up within the WTO. It is not possible however to deny that
these disputes reveal the persistence of relevant tensions, especially regarding the relations between
the United States and the European Union. On the other hand, the trend toward trade liberalization
has al so made progress outside multilateral negotiations, either on the basis of autonomousinitiatives
of individual countries, often associated to reform programs agreed to with international financial
institutions, or within the framework of regional integration agreements, which are continuing to pro-
liferate and to develop. With respect to the latter, however, the difficulties Mercosur has been expe-
riencing, triggered by the dire repercussions of Brazilian crisis on the Argentine economy, remind us
how arduous it is to reconcile trade integration with autonomous monetary and currency exchange
regimes.

After the Seattle Conference, the WTO seems to have returned to its normal day-to-day busi-
ness. Ordinary activities regularly continued and important multinational negotiations were started
up on agriculture, on services and on some aspects of intellectual property safeguards, which had
already been on the agenda agreed upon at the end of the Uruguay Round. Nonetheless, the possi-
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bility of turning the discussions already under way into a success and the prospects of a new round
of global negotiations remain uncertain. Much depends upon the complex diplomatic work about the
implementation of existing agreements. What has been observed about the world economy holds also
true for WTO negotiations: the importance of the emerging countries has considerably increased. The
failure of the Seattle Conference is a clear sign of this change which is also affecting other interna-
tiona institutions. Perhaps public opinion and governments of large industrial countries have not
fully grasped the significance of this new development.

Beyond its practical effects, though relevant, the upcoming accession of Chinato the WTO,
whichis now taken for granted after the agreements reached with the United States and the European
Union, will strongly confirm progress achieved in the globalization of trade rules and it might pro-
foundly modify internal balance of the international trade system.

The European Union between monetary integration and further enlargements

The European Union has entered the final phase of its monetary unification process and has
been preparing further enlargements eastward and toward the Mediterranean area. Last year
European Union imports strengthened the recovery of world economy. These imports were stimulat-
ed by domestic demand (also thanks to gains in terms of trade) and by competitive loss vis-&vis
emerging markets. Euro’s progressive weakening did not however prevent, as we have seen, adrop
in Europe’s share of world exports. Indeed this drop manifested itself even when measured at con-
stant prices. The pace in the growth of economic activity has gained momentum in the year 2000,
especially owing to foreign demand. Nonetheless, terms of trade have been worsening.

Peripheral countries, and in particular Ireland (thanks to externa investments), appear far
more dynamic than the others, which allows us to say that the integration process is generating pos-
itive convergence effects. However inter-regional trade would seem to be developing less rapidly
than expected, although a worse quality of statistics prevents us from drawing sure conclusions.
Trade with new candidates for accession to the Union has, on the other hand, continued to grow rap-
idly, especially with some countries of Eastern Europe, along with various forms of internationalized
production. The Union’s model of trade specialization doesn’t seem enough oriented toward the most
dynamic sectors of information and telecommunications technologies.

Italy’s position in the international scenario: growth, external equilibrium and market shares

In the first quarter of the year 2000, it seems that the Italian economy has finally managed to
link itself to international recovery. While trend of production and export growth still remains dlight-
ly lower, compared to those of major European countries, economic surge has been considerable if
compared to the last quarter, and it gives scope for further improvements.

Unfortunately Italy has achieved this result following along phase in which its growth lagged
behind European average. Demand restriction policies imposed by the need to put Italian public
finances in order after years of dissipation, and the goal of participating to the European Monetary
Union from the very beginning with no doubt contributed to this gap. However, the delay of the
Italian recovery is aso due to the persistence of structural problems, which risks to threaten the out-
come of its integration in the euro area. While an overall analysis of such problems will not be
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attempted here, key issues will be touched upon through a perusal of the progressive deterioration
that the Italian economy’s international position has undergone in the latest years of the 1990’s.

Current account surplus shrank considerably in 1999, for the third year in arow, slipping back
under 12,000 billion Italian Lira. Should current trend continue, especially in the oil markets, surplus
might even be eliminated in the year 2000. Italy’s net position in foreign trade has nonethel ess clear-
ly become a positive one, stemming from the positive balances accumulated over the last few years,
which have permitted Italy to easily face the inevitable acceleration of imports which accompanies
every economic recovery. Furthermore, the share of domestic demand satisfied by foreign products,
while growing further in 1999, remained less than that of other main European countries (except
France). It should moreover be pointed out that, at |east as regards its mercantile section, trade bal-
ance today is negative only for those other Euro area countries, within which trade imbalances have
nowadays the same meaning of the ones between regions of a single country.

The erosion of current-account surplus exclusively comes from trends of trade in goods and
services, while income balance displays a positive tendency, due to the improvement of foreign net
position; unilateral transfers also recorded a favorable trend.

In 1999, the worsening of trade balance, which slumped from 63,000 to 37,000 billion Italian
Liras in fob-fob terms, was exclusively due to the trend of quantities, which more than offset the
dlight gainsin terms of trade. Preliminary data for the year 2000, on the other hand, show areversed
picture: quantities exported have been growing more rapidly than those imported, mirroring the dif-
ferent speed of foreign and domestic demand, while terms of trade worsened noticeably, exacerbat-
ing a tendency aready begun in the second half of last year, which is mostly due to the rise in oil
price.

Last year quantities exported by Italy shrank by 1.6 percent, bringing its world market share
down to the lowest point in the past decade. An even stronger downswing struck the Italian share of
world merchandise exports in value terms which had shown signs of recovery in 1998. Last year it
plunged from 4.4 percent to 3.9 percent, also penalized by the nominal impact of Euro’s deprecia-
tion. Exports’ recovery, whose first signs could aready be found in the spring of last year, have pro-
gressively gained greater momentum. However, exports tendential growth rate (1st quarter 2000)
remains slightly less than that of major European countries and Japan. The entire second half of the
1990’ switnessed a shrinking Italian share, after the end of the benefits coming from the depreciation
of the Italian Lirawhich were less important than one could think of. This can be partially regarded
as a physiological counterpart of the long term trend growing world trade share held by emerging
countries, repeatedly mentioned above. During the last months, this increase was strengthened by the
rise in crude oil price, which increased oil exporting countries’ export shares. However, Italian
exports have also lost ground if compared with European competitors: Italy’s contribution to total
exports of the European Union, which had risen to 12.1 percent in 1966 (the highest level in the
decade) slipped to 10.1 percent last year.

Sectoral composition of world demand contributed in determining the decline of Italy’s aggre-
gate share. Its dynamics, as already pointed out, was especially oriented to those products in which
Italy has comparative advantages (transport equipment, electronics and telecommunications). But at
least in 1999, the negative effect of the geographical distribution of demand was even stronger.
Increase in demand was especially concentrated in areas, such as North Americaand Asia, where the
Italian position is relatively weak, whereas imports plummeted in markets where Italy enjoys rela
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tively large shares, such as central-western Europe, the Far East and the Mercosur. Neverthel essthese
sector composition effects, while important, are not enough to explain the shrinkage of shares which
occurred in individual segments of the world market.

Italian products have also been penalized by the loss of competitiveness accumulated between
1996 and 1998, initially owing to the strong recovery of the Lira and later to the persistence of an
inflation differential compared to Italy’ s main competitors. In 1999, the Euro’ s depreciation has more
than offset this differential, even though Italian products are still paying the price of the delayed
effects of previous competitive deterioration. Measured in terms of cost of labor per product unit, the
loss of competitiveness of Italian manufactured goods has been particularly sharp (24 percent in the
1996-1998 three-year period). Nevertheless the dynamics of the hourly cost of labor was not notice-
ably higher than the European average (and its level remains much lower). The loss of competitive-
nesswould therefore seem caused by problemslinked to firms' productivity, which also comes from
structural shortcomings of the system in which they operate. The ability for the Italian products to
bear international competition is limited by non price factors (perceived quality, control of distribu-
tion network, post-sales assistance, etc.), that are of fundamental importance for enterprises market
power.

Export prices, recording annual variations of scarcely more than 1 percent for the entire 1996-
1999 period, are beginning to rise more rapidly: in the first quarter of 2000, they grew by 2.9 percent
for exports toward the European Union and by 6.3 percent elsewhere. In a context of growing
demand, enterprises can more easily transfer their costs' increases to prices, using part of the mar-
gins generated by Euro’s depreciation to increase unit profits.

If we shift our attention from exports to FDIs, the Italian economy’s international position
appears even weaker. Limiting our analysis to aggregate data, one may note that in 1998 Italy occu-
pied the world's eighth ranking position in the stock of outgoing foreign investments while it was
only the eleventh if one refersto incoming FDIs, while its shares of net flows slumped down to much
lower levels (respectively 1.9 percent and 0.4 percent of the world total). However in 1999 there was
also a noticeable recovery of FDIs in both directions, a sign of a positive evolution of firms’ inter-
national strategies, which are becoming increasingly aware of the importance of directly carrying out
part of their productive activities abroad in order to defend their own market power. Thisis perhaps
asign of the first success of policies enacted to foster more favorable conditions for foreign capital
inflow.

Geographical areas and sectors

Looking at the geographical distribution of merchandise trade, it appears that, in 1999, Italy’s
trade surplus worsened in all main world markets, except North America. The deterioration towards
the European Union, the countries in transition, and the Middle East was particularly marked, also
owing to rise ail price.

At current prices, Italy’s market shares shrank nearly everywhere, however the downswings
were particularly steep in main European markets, with the exception of France. The geographical
makeup of Italy’ s exports was essentially focused on advanced economies, worsening its divergence
from the European average.

More generally speaking, in the second half of the 1990's, the degree of geographical flexibil -
ity of Italian exports, i.e. the ability of Italy’s exports to expand more rapidly than those of European
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competitors in the most dynamic markets and to quickly withdraw from the slowest ones, seems to
have diminished. This phenomenon might have contributed to the decline of the global market share
held by Italian enterprises, but, on the other hand, it might be interpreted, with all due caution, as a
sign of alessfragile international position, of alower vulnerability to economic swings with benefi-
cial effects over the long term.

Nearly all sectors played arolein the deterioration of Italy’s trade balance in 1999, apart from
agricultural and food products and some intermediate products (chemicals, and metallurgy). In the
first quarter of the year 2000, manufactured goods surplus began to improve again, inverting a
downward drift which had lasted for three years, while the energy deficit widened significantly.

An analysis of world market share held by Italian exports by sector, in the years of 1995-1998
period, reveas that the Italian industry’ s model of international specialization has continued to slow-
ly evolve aong lines similar to those already traced in the first half of the decade:

a) comparative advantages in the traditional Made in Italy sectors are waning

b) specialization in tool machinery and in other investment sectors is becoming stronger

¢) Italy’s weakness in some research intensive sectors (computer sciences and telecommunications)
or in sectors with strong economies of scale (motor vehicles) is deegpening.

These latter sectors are indeed the ones in which the world demand has been more dynamic
during the same years, negatively conditioning the performance of aggregate Italian exports market
share. Preliminary data, available for 1999, show that thistrend is continuing and it leads us to think
that this will continue to characterize future scenarios, at least as far as computers and telecommu-
nications are concerned.

However the recovery underway throughout the world might boost sectorsin which the Italian
exports enjoy relevant comparative advantages. The development of emerging areas, indeed, could
not only fuel demand of machinery for investments, but it could also raise per capitaincome of the
new middle class getting formed in those countries, allowing it to purchase high quality consumer
goods both for personal and domestic use.

As regards the flows of direct investments, in the second half of the 1990's, a burgeoning
inflow of foreign capital has been recorded in ailmost all main industrial sectors, including the serv-
ice sector. The dynamism of Italian industrial investments abroad, especially by mechanical indus-
try, has been even more rapid.

Territory and enterprises

Against the backdrop of flagging exports which was common to nearly all the Italian Regions
- and relatively more evident in the Central-Adriatic ones (the Marches and Abruzzo) - 1999 was
characterized by a new and strong rise in the importance of North-eastern Italy (except Friuli). This
especially occurred to the detriment of northwestern regions, in which the development of services
and trade sectors has continued, and of Mezzogiorno (Southern Italy), where the growth of the last
few years came to a halt. In the first quarter of the year 2000, these trends seem reversed: exports
recovery has been especially concentrated in Northwestern Italy and in the islands, in this latter case
sparked by the rise of petrochemical products’ prices.

The importance of local factors in export competitiveness and speciaization cannot be ade-
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guately understood solely through analyses carried out at regional or at provincial level. The appro-
priate unit of analysis should be the local productive sector, that isto say aterritorial entity whichis
not defined by administrative borders, but by social and economic forces underpinning the agglom-
eration of enterprises. In certain conditions, this is even more appropriate than an analysis concen-
trated on individual enterprises or industrial sectors. This year ICE's Annua Report on Italy’s
Foreign Trade presents the results of a new survey undertaken by ISTAT for the purpose of better
evaluating the role of local systems for the international positioning of the Italian economy.

Although overlooked for long time, industrial districts represent a particular form of local pro-
ductive systems, which have assumed a crucial importance in the development of the Italian econo-
my and in the evolution of its model of specialization in the second half of the Twentieth Century.
Industrial districts are concentration of small and medium-sized enterprises, tightly linked to the his-
tory and the institutions of local communities from which they draw competitive advantages to face
international markets. They are the main reason for the very high share of Italian exports, precisely
in those specialization sectors which most characterize Italian exports compared to other industrial
countries,

It istherefore natural that the recent declining tendency of Italian exports has also been viewed
as an evidence of crisis of the industrial district model. But the reality is more complex. Along with
areas which are effectively going through a phase of grave difficulty, especially where greater inter-
national resources mobility ended up weakening the bonds between business enterprises and local
communities, there are other industrial districts which are seeking new ways of taking advantage of
their specific comparative advantages. The international integration of markets, which has enlarged
both the dimensions and the number of players, has paradoxically ended up enhancing the role of
local factors of competitiveness, which have proven difficult to erode or to acquire from outside.

The results of this districts selection process change from zone to zone and it is not easy to
identify a single common denominator. In Mezzogiorno (Southern Italy) too, signs of exports vitali-
ty, which have emerged during the last few years, are the outcome of a rather heterogeneous con-
stellations of local productive systems which are not exclusively specialized in “traditional” sectors.

New data at enterprise level provide an unusual, though interesting, interpretation of export
trends. These data allow usto attribute exports' changes to changesin the number of operators and/or
in average values of their sales abroad. Using this criterion, we conclude that the crisis of Italian
exportsin thelast years has been almost exclusively given by areduction in the number of exporters,
while the average value of their sales abroad has increased. This is an indicator of enterprises size
growth and of consolidation of their competitive strengths.

The development of the Italian industrial structure can also be witnessed by the increase in the
degree of stability of firms on foreign markets: according to an Istat’ s survey, the share of operators,
that have continuously exported over the previous five years period, rose from 39 percent in 1996 to
48 percent in 1999. Furthermore, the average number of markets in which every firm has some sort
of presence has also grown.

Export activities have obvious effects on companies performance: wider possibilities of
exploiting economies of scale and international competition boost their productivity. Somehow it’s
acircular relationship, since the most productive firms are aso those which manage to export most
easily. Another factor positively affecting firms' productivity and profitability is their belonging to
business groups, and in particular to those controlled by American and Japanese multinationals,
which further highlights the importance of attracting more foreign investments inflows.

On the other hand, asit has already been stressed out several times, overseas investment activ-
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itiesby Italian enterprises, even smaller companies, are picking up. There are several reasonsfor this,
however special importance must be given to the goal of increasing control on foreign markets. On
the contrary, localization of traditional productions abroad, based on pure cost considerations, seems
to be relatively marginal.

Over the last few years, however, the interest of Italian firms for intermediate forms of inter-
nationalization, such as technical and trade cooperation agreements, seems waning.

Palicies for the promotion of international business activities

The system of public tools in support of the internationalization of Italian enterprises has been
undergoing an intense reform process in recent times. This process aims at better coordinating com-
petent bodies and at devolving national promotion functions to the Regions, without losing its over-
arching objective of making individual instruments more effective and of strengthening their finan-
cia capacity.

A new impetus for these reforms also arises from the declining trend of Italian exports; how-
ever their outcome can only be assessed in the future, when their implementation will be completed.
So far, anoticeable drop in the use of public support instruments by Italian companies was recorded
In 1999, due to depressed demand from emerging areas, where these instruments are more useful,
and to decreased facilities spreads, owing to lower market interest rates. The number of assistance
services offered by ICE (Italian Institute for Foreign Trade) has also decreased, though their average
value has risen, a sign of concentration of demand and supply toward services with higher quality
content .

Conclusions

At the end of this overview, one could think that something is still missing in order to have a
complete explanation for the downward slide experienced by the Italian exports over the last few
years, aswell asfor their delay in finally catching international recovery. Several factors have been
listed. The composition of world demand and the unfavorable correlation between its sector as well
as market distribution trends. The characteristics of Italy’s model of specialization, which has been
slow to adapt, asit is the case for any large industrial country. Real exchange rates, which measure
price competitiveness of national products and which, in turn, depend on firms' productivity, have
also been cited. Other factors of competitiveness have also been mentioned. These factors, also
linked to enterprises’ capacity, come particularly into play in the final phases of the production
process, such as distribution and assistance to clients. They are probably creating problems for
smaller firms, which have not managed to upgrade their quality to settle in overseas markets in a
more stable way. Other specific factors of comparative advantage have also been recalled, not the
ones created within individual enterprises, large or small as they may be, but those associated to the
relationships which the companies maintain with local systems. These factors, which have made the
succes of many industrial districts, are now undergoing a difficult process of assessment and adap-
tation to new market conditions. Instruments for public intervention to support international activi-
ties of business enterprises have finally been mentioned.

Nonetheless, political responsibilities go beyond the task, though important, of rapid imple-
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menting the reforms introduced over the last years which aim at innovating and coordinating finan-
cial facilities and services for the internationalization of enterprises. What the system needs — going
back to the topics previously touched upon —it’s an open trade policy which, in addition to exposing
Italy’ s enterprisesto external competition, contributesto widening the process of market integration,
allowing al countries to exploit growth opportunities. Structural reforms are required - it is often
said - in order to improve how markets work, to smplify rules and procedures, to reduce tax burden,
to improve services and infrastructures. All these conditions are important to better unleash country’s
entrepreneurial energies and to better attract investments from abroad. Besides that, Italy needs a
wide collective commitment to enrich its deep knowledge base. Thisisthe real critical resource for
the phase the world economy is now experiencing.

Naturally the objective is not that of inverting the decreasing slide of market shares, particu-
larly if it reflects adjustment in the international division of labor in favor of emerging areas.
Sometimes competitiveness rhetoric turns out to be overstated. A large collective commitment in the
areas of research and training is indeed much needed for the promotion of economic and civil
progress of society (with benefits also for the rest of the world) and not for the sake of tearing away
shares of wealth from other countries.
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1. WORLD TRADE

Overcoming the fears stemming from previous crises in Eastern Asia,
Russia and Brazil, in 1999 the macroeconomic context was characterized by
arelatively unexpected growth.

Positive results of financial adjustments carried out in these countries
were further spurred by the strength of the U.S. domestic demand.

In Europe, the economies of the national states were cyclically out of
phase during the introduction of the single currency but forecasts for the
years 2000 and 2001 are generally positive.

The economic situation in Japan remained uncertain while massive
public investments tried to bolster a persistent stagnation of private con-
sumption.

Overall, Latin America experienced negligible growth. Thanks to
Mexico and Brazil the result was not altogether negative. Brazil succeeded in
stabilizing its exchange rate, putting in place a sound monetary policy after
reaping the benefits of devaluation.

Eastern Europe registered varying performances as well. Countries
having closer commercial and economic relationships with Russia felt the
effects of its previous crisis, in the process of being overcome, also thanks to
rising oil prices.

All oil producing countries, particularly those in the Middle-East and
North Africa, took advantage of price hike which brought about a recovery
in their purchasing power after a period of slumping prices.

World trade, confirming its high income-élasticity, dightly gained
momentum: according to most recent estimates, its growth in real termsin
1999 stood at 5.7%, against 5.4% in 1998 (both rates have been continuous-
ly upgraded).

The United States' strong demand, combined with a blooming deficit
in its current accounts, was exploited not only by Asian NIEs, already bene-
fiting from competitive gains through their previous devaluations, but also by
US' s NAFTA partners and China. The good Mexican performance contrast-
ed the less positive one experienced by other countriesin Latin America, due
to the effects of their low export share to the United Sates and a lack of spe-
cialization in manufactures.

In Africa, the faloff in the demand for foreign products by South
Africa was offset by a slight increase shown on average by the rest of the
continent.

The economiesin transition recorded a 10% decrease in imports stem-
ming from the steep drop in imports from Russiaand the Ukraine which were
only partialy offset by an increase in other countries, particularly Hungary.

The 1999 macroeconomic
context was characterized
by a relatively unexpected

growth

In Europe, the economies of

the national states were
cyclically out of phase

during the introduction of

the single currency

World trade dlightly
gained momentum
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The European Union recorded
a sowdown in exports as well
as imports, with considerable
differences among countries.

The world's flow of foreign
direct investments reached
record levels, with an upsur-
geof 25% ...
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The European Union overall recorded aslowdown in exportsaswell as
imports, with considerable differences among countries. Ireland and the
Iberian peninsula s quite dynamic trade flows were counterbal anced by wors-
ening performances of Italy and other important countries exhibiting a slight
decline in exports. The euro area lost shares in international markets; intra-
EU trade, predicted to increase in the medium-term as an effect of the single
currency, did not show signs of improvement.

EXPORT VOLUMES
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Foreign debt and related interest payments appeared dlightly less criti-
cal both for developing countries and the economies in transition.

In 1999 the world's flow of foreign direct investments reached the
record value of 827 hillion dollars, experiencing an upsurge of 25% com-
pared to 1998 which, in turn, occurred despite several economic crises (these
crises actually spurred the adoption of policies to attract investments in the
countries involved).



The increasing role played by FDIs can be seen by their rapid expan-
sion not only in absolute terms but also in relation to the value of world trade
in merchandise and services: as a matter of fact, this ratio rose from 4% in
1991 to 12% in 1999, with an upsurge in the last two years.

The United States relinquished its leadership among investors to the
United Kingdom; among the developing countries, for the first times since
1986, FDIs inflows to Latin America were larger than those to Asia, with
Brazil taking the largest benefits.

A scenario of world wide sustained growth is forecasted for the year
2000, which should lead to aworld trade growth rate of nearly 10%. Exports
from Japan and Western Europe as well as those from less industrialized
countries which are producers of manufactures should be able to take advan-
tage from the reduced competitive pressure by the Newly Industrialized
Economies, whose currencies returned to be linked to the dollar. Exports
growth will in turn bring about an increase in imports, fuelling avirtuous cir-
cle, in other areas spurred by rising prices for raw materials.

Within this scenario, developing and transition countries will improve
their foreign debt position.

The United Sates
relinquished its leadership
among foreign investors to
the United Kingdom ...

A scenario of world-wide
sustained growth is foreca
sted for the year 2000 along
with better prospects for
developing aswell as
transition countriesto repay
their foreign debt
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Despite the failure in
Seattle, the pace of WTO's
activities continued to be
quite intense

Many countries enacted
additional open internatio-
nal policies, for examplein

infor mation-technology pro-

ducts and services
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2. TRADE POLICIES

1999 was undoubtedly the most difficult year in the World Trade
Organization’s short life. Following months of tensions for the appointment
of the new Director General, the third Ministerial Conference, held in Seattle
at the beginning of December, which should have launched a new round of
international trade negotiations, drew to an end in unmistakable failure, leav-
ing bitter arguments both among the members of the Organization, aswell as
among social forces. Nevertheless, even if the prospect of areturn to global
talks appearsfar off at the moment, it does not seem that the failure of Seattle
has led to a halt in the trade liberalization process which, in various forms,
has characterized the entire second half of the Twentieth Century. The World
Trade Organization (WTO) has continued to carry on its activities as usual
while the intense diplomatic work underway, which is striving to recreate
conditionsfor restarting global negotiations, confirmsthe fact that most gov-
ernments remain committed to further strengthen the international trade sys-
tem.

This system has displayed aremarkable vitality over the last few years,
weathering protectionist pressures inevitably caused by the Asian crisis. The
system has also revealed itself to be a precious instrument in halting the
spread of the crisis internationally as well as forestalling an overly strong
slowdown of world trade. The growing openness shown by many markets
toward trade and international investments has once again proved a deter-
mining factor in accelerating recovery, allowing those countries which had
been hammered hardest by the crisisto easily find new outlets of demand for
their own products.

In general, most of the countries not only refrained from introducing
restrictions on imports, which would have given, although only in the short
term, anillusion of protection from the effects of the crisis, but they also con-
tinued to follow policies of greater trade and international investments liber-
alization, respecting the commitments made in the Uruguay Round and
accepting new ones, for example in the information technologies and servic-
es. Itisparticularly significant that, at the height of the Asian crisis, an agree-
ment was reached in the WTO concerning trade in financial services liberal-
ization which was also ratified by the countries directly affected by the cri-
Sis.

The only important sign of the system’ s vulnerability may be discerned
in the greater use of commercial countervailing instruments, especially by
industrial countries, such as anti-dumping and anti-subsidy measures, which
lead to distortions for protectionist purposes. While it is true that important
trade disputes have continued to perturb relationships between countries and
in particular those between the United States and Europe, the propension to



face these problems by employing unilateral measures clearly appears to be
on the wane: the greater use of dispute settlement mechanisms within the
WTO by countries at varying levels of development isindeed a further evi-
dence of the solidity achieved by the international trade system.

The year 2000 might be the year in which the application process for
China's membership in the WTO will be completed, following bilateral
agreements struck with the United States and the European Union. Other
membership application procedures have been completed in recent months
(Jordan and Georgia) or they are at a very advanced stage. The larger the
Organization becomes, consolidating its global reach, the greater the value of
the rule-based system it administers. This holds true even though increasing
the number of members might entail greater problems, — such as those we
have already observed in Seattle — in the delicate process of forging a con-
sensus upon which all the decisions depend.

Negotiations on agriculture and services, as well as on other activities
aready envisioned in the agenda agreed upon in the Uruguay Round (in par-
ticular in the areas of safeguarding intellectual property) were started up in
the first months of the year 2000. The success of these negotiations and the
possibility of creating the conditions for a new global cycle, which would
reverse the failure of Seattle, hinges to a considerable degree upon the results
that will be achieved in the upcoming months on issues of market access for
products of the least advanced counties, on the enactment of the Uruguay
Round agreements as well as on the improvement and transparency of WTO
institutional procedures.

The trade liberalization process develops not only by means of multi-
lateral trade negations, but also as aresult of unilateral initiatives undertaken
by individual countries, sometimes within the framework of structural adjust-
ment programs agreed upon with international financial institutions, and
especially within the framework of regional integration agreements.
Regionalism, which enjoyed a season of great development during the
1990's, seemed to be intensifying last year as well, with the start up of new
preferential integration processes and with the fleshing out of those which are
already in existence.

Multilateral negotiations

covering agriculture,
services and intellectual

property recently begun as

planned

Trade within economically
integrated areas continued

to strengthen
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Sarting from the second
quarter of 1999, the
European Union's trade with
the rest of the world was
favored by the economic
recovery in emerging
countries and by Euro's
depreciation
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3. EUROPEAN UNION’'S FOREIGN TRADE

The fundamentals of the world economy strongly improved throughout
1999. The United States' production expansion continued to be vibrant, the
European economy began to grow once more, while eastern Asia, with the
exception of Japan, showed signs of recovery. On the monetary front, therise
in prices of energy raw materials, in particular oil, has been substantial, while
the euro has grown progressively weaker despite the improvement of eco-
nomic prospects in the European area. World trade picked up again follow-
ing the slowdown of 1998, international merchandise flows grew and those
of the European Union proved no exception.

In 1999, for the European Union countries foreign trade proved to be
the source of significant developments which conditioned the area’s general
macroeconomic performance. At the beginning of the year, the EU experi-
enced a stagnant international demand and a substantial weakening of its
competitive position compared to that of the emerging markets. The phase
of weakness in export volumes started in the second quarter of 1998, and per-
sisted throughout the whole first quarter of 1999, while the impact of net
exports to EU member countries’ growth proved to be negative. What led to
such a performance was the sustained imports' penetration into the European
market, especially as regards merchandise coming from emerging countries.
Trade flows were furthermore characterized by a prolonged downswing
phase in import prices, with marked contractions occurring in raw material
sectors. Gains in terms of trade contributed to slow down inflation in the
European countries which further benefited of an accommodating monetary
policy and of a strong domestic demand. The European area consequently
assumed the role of locomotive of world trade flows, although to a less
marked degree than the United States.

Starting from the second quarter, we witnessed an upsurge in emerg-
ing countries’ demand, and in particular that of the Asian countries. The flag-
ging euro exchange rate made our competitors' competitive pressure lessfor-
midable while price of raw materials, especially that of petroleum, decisive-
ly climbed upward. We therefore witnessed a recovery of trade volumes,
accompanied by analogous dynamics of prices along with an acceleration of
the European economic cycle, driven by improving international demand.
Trade balances suffered from the effects of sustained imports growth as well
as of significative loss of terms of trade brought on by the soaring cost of
crude oil.

The EU’s trade balance thus experienced a contained deterioration,
slipping from asurplus equal to 19 billion eurosin 1998 to a deficit of 14 bil-
lion euros in 1999. Such a result was, on the one hand, partially determined



by the aforementioned economic factors and, on the other hand, by the con-
solidation of tendencies which had already been underway for some time.
From a geographic point of view, the European Union hasfound inthe  Tradewith Eastern
other countries of the continent the principal outlet for its own exports. This 5;?0999“ countries grew,
. R ! ich is a further proof of a
market has increasingly assumed greater importance over the last few years  growing integration with
especially due to greater integration with the countries of the eastern central ~ thisregion
belt, which are candidates to become members of the Union in the near
future. The United States has, at the same time, continued to show an increas-
ing demand for European-made goods, while Asia still remained under the
levels recorded in the years prior to the crises of 1997. On the contrary, the
Asian continent has confirmed itself as the primary market for imports by the
European Union. Overall trade balance of the European Union with the rest
of the world were characterized by structural deficit positions with respect to
Russia and Asia, and by surplus reguarding other areas.

EXPORTS, IMPORTS OF THE EUROPEAN UNION AND DOLLAR/EURO EXCHANGE RATE IN 1999
(percentage change of values on the previous year's corresponding month, average monthly exchange rate level)
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Going into sectoria details, the most recent results also reflect the par-  Theimportance of
ticular evolution of economic trends of the latest phase, which overlap the g(ad;'g:g‘ dﬁg;g” IErl]J
fundamental tendencies already underway. Exports have tended to marked- fa\r/Jor of ma“zed%nd
ly weaken in traditional sectors. The European Union’ sinternational special- ~ economiesof scale
ization is principally concentrated in productions with strong economies of productons
scale and in highly specialized products. The trade balance of machinery and
electrical and precision instruments is, on the other hand, in deficit.

Notwithstanding the decrease which has taken place over the last ten years,
this situation points to a structural shortcoming of the European Union in
advanced technological and research-intensive productions, which will

inevitably become increasingly important in the advanced economies.
The European Union’s trade policy in 1999 was closely bound to the

WTO's activities in view of the Sesttle conference which should have
defined the objectives, contents and modalities of the next round of multilat-
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The failure of Seattle did not
stop European initiatives for
the development of
multilateral relations, for
the reduction of emerging
countries debt, and for
strengthening partnerships
with neighboring areas as
well as those aimed at
improving common trade

policy
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era trade negotiations, the Millennium Round. The European position was
directed at giving greater consideration both to sustainable development as
well as to social standards. The Seattle conference concluded fruitlessly,
given the impossibility of overcoming the rifts which emerged between
industrialized and devel oping countries, nonethel ess the European Union has
undertaken measures to ensure that such a failure will not give rise to pro-
tectionist measures.

In 1999, the EU paid attention to other components of common trade
policy, adopting concrete measures for customs cooperation, for mutua
administrative assistance and antidumping actions. Noteworthy break-
throughswere scored in the EU’ s external relations, such asthe Stability Pact
for Southeastern Europe and the decision to participate in the initiative to
reduce developing countries' foreign debt.

The EU finally committed itself to strengthen partnerships with numer-
ous third countries, and in particular with those in Central-Eastern Europe
and Mediterranean areas.



4. ITALY'SBALANCE OF PAYMENTS

A substantial stagnation characterized Italy’s economic activity in the
first months of 1999, followed by an inversion of tendency in the second
quarter. The increase of gross domestic product at constant prices came to a
halt at 1.4%, arate less than that registered on average by Euro area partner
countries. The modest Italian growth performance stems essentially from the
disappointing contribution of foreign demand, which was negative for the
third year in arow. The growth of domestic demand appeared substantially
in line with that which unfolded in the countries of the Economic and
Monetary Union, thanks in particular to investments which grew by 4.4%.
This trend reflects business enterprises’ needs to modernize their plant equip-
ment, as well as favorable conditions as regards capital utilization costs.
Private consumption, on the other hand, still recorded a modest growth, given
feeble increase in available income.

The acceleration of economic activity in the second part of the year is
essentially due to the favorable effects of the recovery of international
demand. Main research centers estimates for the year 2000 point to an
expansion of economic growth in Italy which will be spurred on by exports
recovery and by corporate investments, while a modest growth is projected
for private consumption. The latter has also been burdened down by the neg-
ative impact of deterioration in terms of trade on purchasing power of fami-
lies disposable income, strictly linked to the prospects of Euro’s exchange
rate vis-a-vis the dollar and to oil and other fuels' rising prices.

DOMESTIC DEMAND AND NET EXPORTS CONTRIBUTIONS TO
GDP GROWTH
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Note: contributions to GDP's growth are computed as percentage ratios of changes in domestic demand, or in net exports, and
previous year GDP level at constant prices.

B Jomestic demand B net exports ——GDP

Source: ICE on ISTAT data

Sarting from the summer of
1999 the Italian economy

received acceleration

impulses from international

demand
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In 1999, the inflows of
foreign direct investments to
Italy matched that of FDIs
inthe opposite direction,
after many yearsin which
the latter increasingly
outstripped the former

Merchandise exports
decreased especially in
terms of quantity; their
performance was wor se than
that of main European
competitors ...

...but data referring to the
first months of the year 2000
show a decisive acceleration
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Similarly to the rest of the EMU area, Italy’ s trade accounts surplusin
1999 experienced a downswing due to a deterioration not only in merchan-
dise but also in services accounts, partialy offset by improved income and
unilateral transfers balances. The overall trade balance stood at 11,700 billion
Liraor 0.5% of GDP, alevel which, according to forecasts, could also be con-
firmed in 2000. Positive contributions given by exports recovery, by the
improvement of tourist and capital income surpluses will be compensated by
worsening energy deficit.

In 1999, direct investment inflows to Italy matched that of FDIs in the
opposite direction, following many yearsin which the latter increasingly out-
stripped the former. This result was due to strong overseas disinvestments
along with the concurrent marked increase in FDIs inflows in tradable serv-
ices.

The contraction of merchandise trade surplus, which shrank between
1997 and 1999 by more than 45 billion Lira, is an effect of unfavorable trends
in trade volumes, as the fall in quantities exported during the first seven
months was larger than the slowdown in quantities imported. However terms
of trade recorded a positive variation, given decreasing prices of imported
merchandise; during the year such a trend was inverted due to rising prices
of raw materials and dollar appreciation.

Italy’ s export propensity indicator mirrored the lackluster performance
of sales abroad during the last few years: Italy’s performance proved to be
among the worse compared to other European countries because of the pecu-
liar aspects Italian exports’ geographical structure, more concentrated on less
dynamic areas, and of the delaying effects of competitive loss accumulated
In previous years. Sectorial specialization of our exports might also be taken
into account. On the other hand, the decisive recovery recorded by Italian
exports in recent months was probably affected by a substantial realignment
of South-East Asian countries’ currencies to the dollar.

In the first months of 2000, a notable acceleration of Italian exports
took place with respect to areas outside of the European Union favored by

MAIN DETERMINANTS OF TRADE IN QUANTITIES
(percentage changes)
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I Relative growth (ratio of world GDP to Italy's GDP)
B Competitiveness (inverse ratio of real exchange rate based on manufactures' producer prices)
= Ratio of export quantities to import quantities

Source: ICE on Bank of Italy , ISTAT and IMF data



Euro’s weakness vis-a-vis other main currencies. Exports to EU countries so
far were less buoyant, but they could be given a boost should forecasts for
demand recovery prove valid.

During the first quarter of 2000, in international markets as a whole,
export quantities experienced a tendencial increase of 13%, which was larg-
er than the not negligible average estimated annual world trade growth
(around 10%): should this pace be maintained in the following months, after
many years, the declining trend of our world market share would be reversed.

EXPORT PROPENSITY
(percentage ratio of exports of goods and services to
GDP at constant prices)
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Source: ICE on OECD data

Regained strength of the Italian economy would also affect imports
dynamics, which aready started displaying a considerable expansion earlier.
In the second half of 1999, as a matter of fact, the steep rise in raw material
energy prices and the acceleration of domestic demand led to sustained
growth in both import quantities as well astheir prices. In the first months of
2000 the value of imports from areas outside the European Union increased
by more than 40% compared to the same period of 1999.
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In 1999 trade balances
considerably worsened with
almost all main countries
and areas With few
exceptions (North America,
Spain and few others)...

... imports generally
increased and negative
variations were recorded for
exports almost everywhere
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5. GEOGRAPHIC DISTRIBUTION OF ITALY’SFOREIGN TRADE

Euro’ s progressive depreciation, recovery from 1997-1998 internation-
al crisis, US constant economic growth and rising oil and raw material prices
strongly affected Italy’ s geographic foreign trade performancein 1999 and in
the first few months of 2000.

The steep risein fuel prices had atwofold effect on Italy’ strade. On the
one hand, it contributed to trade deficit through imports growth in value
terms; on the other hand, it reduced deficit spurring demand in oil producing
countries thanks to considerable gains in their terms of trade.

The effects of Asian recovery only became evident by the second quar-
ter of 1999, when positive signs began to emerge in other geographical areas
(Western and Eastern Europe, Latin America). For European countries, asso-
ciated advantages were amplified by the extreme weakness of Euro's
exchange rate.

Asfar asltaly is concerned, data show an exports' recovery in the sec-
ond half of the year, especialy toward countries outside the European Union.
Similar developments also involved imports, given the strengthening of
domestic demand. Therefore in 1999, trade balances worsened with various
geographical areas with the sole important exception of North America.

Trade surplus with European Union countries nearly vanished, shrink-
ing by roughly 7.000 billion Lira, especialy due to the pronounced deterio-
ration in Italy’s deficit with Germany and despite a noticeable improvement
of Italy’ s surplus with Spain. Similar contractions were recorded in trade sur-
plus vis-a-vis countries in transition (about 6,000 billion Lira) and with the
Middle East (more than 5,000 billion Lira), while trade balances with
Central-Eastern Asia, Africaand Latin America displayed a more contained
but not negligible deterioration.

Importsin value terms rose from all main countries and, to a significant
degree, from Russia, Japan and China. Exports decreased nearly everywhere
with the exception of North America, the Asian NIEs (where in the previous
two years they overall plummeted by more than 30%) and, as far as Europe
is concerned, the Iberian Peninsulaand Ireland (in the | atter, whose economy
continued its fast growth, exports notably increased for the second year in a
row).

In the 1990’ s the importance of EU markets for Italian exports tended
to diminish, together with the Middle East and the Asian NIEs. By contrast,
the relative importance of both North as well as Center and South America
grew, along with Eastern Europe.

In such a critical phase for the international economy and trade, as



occurred in the last two years, the flexibility of Italian exporters, i.e. their
capacity to quickly respond to unexpected developments on international
markets, was generally negative.

In 1999, Italy’s share of world imports at current prices, began once
again to decline, dsliding from 4.1% to 3.9%, due to losses in al markets
(except France), irrespective of their import demand trends. Nevertheless it
should be taken into account that also all other major European countries
worsened positions in many markets, chiefly to the benefits of Japan, China,
other countries in South-East Asia, while, as far as the United States are con-
cerned, Mexico and Canada.

Most recent data, updated to the first five months of 2000, confirmed a
conspicuous exports' recovery mainly toward markets outside the European
Union, where the value of Italian sales increased by 30% compared to the
same period of 1999, due to an acceleration of both volumes and prices. Italy,
in particular, seemed to better recover its positions in Asian markets than its
European partners. Trade with Eastern European countries recovered sharply,
and exports’ growth to the United States continued at a rapid pace. Mercosur
(Brazil, Argentina, Uruguay and Paraguay) was the only area where exports
continued to decline, as improved economic conditions would seem to have
intensified intra-area trade rather than demand from the rest of the world.

In January-April 2000, the increase of exports toward the European
Union as awhole remained relatively modest (+5.2% compared to the first
four months of 1999), whereas imports growth continued to be rather sub-
stantial (+10%). Unless these trends reverse, in 2000 the overall trade bal -
ance with the EU could be negative, for the first time since 1992. Within the
EU, Italy’s trade performance vis-avis Spain was particularly favorable,
while it was unsatisfactory with respect to Germany.

TRADE WITH THE EUROPEAN UNION AND THE REST OF THE WORLLC
(percentage changes on previous year's corresponding period)
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Italy's market share shrank
almost everywhere, but also
Italy's European competitors
worsened positions in many
markets, especially to the
advantage of various
countriesin East Asia,
particularly Japan and
China

During the first months of
the year 2000, decisive
exports and market shares
recovery occurred in areas
outside the European Union
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In 1999, trade balance for
manufactures worsened for
thethird year inarow: a
deficit increase for
transportation equipment
and high-tech products was
accompanied by a
contraction in the surplus of
Italian specialization
products

The share of domestic
demand satisfied by imports
particularly rose for
footwear, precision
equipment, electronics and
telecommunications
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6. SECTOR BREAKDOWN OF ITALY'SFOREIGN TRADE

Despite a smaller deficit in basic agricultural products, the strong
reduction of Italy’s trade surplus in 1999 was the outcome of a worsening
energy deficit and particularly of acontraction in manufacturing industry sur-
plus. This latter shrank for the third consecutive year from 82,900 to 63,700
billion Lira, avalue which is very similar to that recorded in 1993 following
previous year's Lira devaluation.

The reduction of some of the largest deficits (food and intermediate
goods, such as chemical and metallurgic products), was offset by an increase
in transportation equipment and high technology products deficit; on the
other hand, positive balances of textiles-clothing-footwear and mechanical
products continued to decrease.

In the latter product categories, trade surplus returned to 1992 levels,
whereas, for the whole category of manufactured goods, it was larger in 1999
than in 1992 in relation to trade value. Hence, for these product categories,
Italy’ s comparative advantages remained unchanged during a period in which
two substantial Lira devaluations and successive process of exchange rate
alignment within Europe took place. As far as textile-clothing sector is con-
cerned, gainsrecorded in the first phase were exactly offset by losses suffered
in the second one; this could be interpreted as a sign of a persistent inade-
guate competitiveness of the Italian supply in non-price factors.

In 1999, sector balances did not display any noticeable change, since
both exports and imports upward trend were of the same size. In fact, recov-
ery of external and domestic demand, in the second half of the year, and Euro
depreciation exerted a rather uniform effect on trade flows in all sectors.

On annual average, for transport equipment (despite the termination of
incentives to demolish cars and buy new ones), energy products, footwear
and mechanical products, the increase of imports in value terms was rather
substantial.

As regards footwear, import quantities grew faster than the quite buoy-
ant domestic consumption, favored by improvement in their price competi-
tiveness, partially due to increased production decentralization, especialy in
Romania and Bulgaria.

Imports of precision equipment and high-technology products also dis-
played, asin 1997 and in 1998, a sustained growth in real terms so that their
proportion with respect to national requirementsincreased (in electronics and
telecommuni cations equipment this proportion was more than fifty percent).
For mechanical machinery this took place even with rising prices, both in
absolute terms and relative to domestic production prices, confirming the
strong dependence of Italian machinery industry on the economic perform-



ance of its client sectors (consumption goods) and hence bearing the burden
of their difficulties.

Export value decreased in many sectors; rather modest increases
occurred in few cases (food, wood products, chemical and petrochemical
products, motor vehicles).

Negative change in export quantities for textiles, clothing-footwear,
and mechanical products stood out. The “fashion system” was more penal -
ized by the weak economic situation in the European Union than it was
favored by the strength of the United States' economy. The fall in exportsin
precision equipment, in counter-tendency when compared to previous years,
IS, to alarge degree, to be related to their noticeable drop in Western Europe
and in developing countries, whose purchasing power was hardly affected by
the recent crises and where it was not sufficient for Italian enterprisesto give
up profit margins setting lower prices than those on the domestic market.

While a notable improvement of FDIs flows in tradable services
occurred, the previously negative trend for industrial products became even
larger, as the not negligible growth of FDI inflows, which soared from 1,760
to 3,800 billion Lira, was lower than outflows

Between 1995 and 1999, the overall value of annual industrial FDI
inflows to our country increased for all main sectors except mechanical
products; these latter, on the contrary, provided the most important contri-
bution to the expansion of the Italian industrial investments abroad,
accounting for more than 50% share over the last two years, with a partic-
ular high concentration in the European Union (the importance of the tex-
tile-clothing sector for FDIs outflows, on the other hand, was modest and
decreasing since 1997).

Trade data from UN sources, updated to 1998, given the great number
and variety of countries to be taken into consideration, allow us to calculate
Italy’s and its competitors' sectorial sharesin value terms on the world mar-
ket.

Our specialization in “traditional” goods is confirmed: Italy is the top
ranked country for exports of furniture, household appliances, ceramic tiles
and tanned leather, while in the textiles-clothing-footwear sector Italy occu-
pies the second position behind China.

In furniture and, more generally, in consumer products, Italy’s shareis
however shrinking, to the advantage of developing and, more recently, also
of Eastern Europe countries. From 1995 to 1998 the already substantial world
market share held by Italy in precision machinery has tended to rise but, at
the same time, the weak international specialization of Italian enterprisesin
chemicals, in transport equipment, and especialy in research-intensive prod-
ucts, such as electronics, telecommunications and precision instrumentsis to
be confirmed.

Exports decreased in many
sectors; the "fashion system'
and mechanical products
suffered a marked reduction
inreal terms

Altough increasing, FDI
inflows for industrial
products were lower than
Italian FDI outflows

The large world market
share held by Italy in
"traditional" sectorsis
decreasing; if the already
good Italian competitiveness
in the mechanical sector is
going to be strengthened,
thereis ground to assert that
thereis an insufficient spe-
cialization of our enterprises
in economies of scale and
research intensive sectors
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In the first months of the
year 2000, trade balance in
manufactures steadly
improved: exports generally
enjoyed consistent increase,
and not lessthan imports

34

ITALY'S WORLD IMPORTS SHARES
ON MAIN SPECIALIZATION SECTORS
(1998-1995 share's absolute change on vertical axis; 1998 share's level on histograms)
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In the first quarter of 2000, trade surplus in industrial manufacturing
products has once again begun to expand compared to a strong deterioration
of the energy balance due to skyrocketing international oil pricesand dollar’s
appreciation.

Imports' increase for manufactured goods, sparked by a recovering
domestic demand, continued at a rapid pace as during the last part of 1999.
However, exports grew just asfast, favored by the Euro’ s depreciation and by
the improved foreign trade performance of some crude oil producing coun-
tries (Russia and OPEC), thanks to their improved terms of trade.

Exports for those sectors in which Italy is specialized, appeared to
expand, even though, as far as the “fashion system” is concerned, only in
countries outside the European Union. For the mechanical sector, medium-
term prospects are good, given the foreseen consolidation of recovery, fol-
lowing the deep economic crisis, in those markets representing the tradition-
al destination for these products. In the case of consumer goods, it is not to
be taken for granted that their exports will become more dynamic in
European markets, given the absence of advantages from deval uation.



7. EXPORTSOF ITALIAN REGIONS

Exports' downturn recorded by Italy last year affected most of the
regions, as fifteen out of twenty of them experienced a decrease in the value
of their sales abroad.

Regional export performances mirrored different exposure of Italian
regions to trends characterizing the world economy over the course of the
year: in thefirst part of 1999, the negative effects of previous financia crisis
in emerging markets (Far East, Latin America, Russia); in the second half of
the year, a substantial international recovery initially favoring intermediate
goods and, to acower degree, investment goods. These trends affected Italian
regions according to their own models of sectorial and geographical special -
ization.

The most remarkable exports' downturn was particularly experi-
enced by the regions of the Central-Adriatic belt, the Marches and
Abruzzo, which were affected by a contraction of demand in the EU and
in the main outlet markets outside Europe (namely Russia and the Far
East). The hardest hit sectors were respectively leather-footwear and fur-
niture (The Marches) and motor vehicles (Abruzzo). Relatively signifi-
cant exports drops were also experienced by Friuli-Venezia-Giulia,
Sicily and Calabria.

DEGREE OF OPENNESS TO FOREIGN MARKETS
(ratio of exports to manufacturing value added - Italy = 100)
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Source: ICE on ISTAT and Istituto Tagliacarne data

Five regions recorded opposite performances compared to national
negative data, namely Trentino Alto Adige, Veneto, Lazio, Basilicata and
Sardinia. The acceleration of world demand for intermediate and investment

Exports from The Marches
and Abruzzo experienced a
steep drop due to down-
swings in the European
Union, Russia and the Far
East

Only Trentino Alto Adige,
Veneto, Lazio, Basilicata
and Sardinia recorded
exports increase
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Northwestern Italy's share
on national exports
continued to shrink to the
benefits of northeastern
regions

In thefirst part of the year
2000, exports from The
Marches continued to show
some difficulties, in contrast
with the acceleration of
exports enjoyed by almost
all the other Italian regions
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goods during the year favored Lazio, Veneto (both regions recording a strong
increase in exports of chemical products) and Trentino Alto Adige (mechan-
ical goods). Asfar as Basilicatais concerned, the very positive result of 1999
reflected, asin 1998, the good performance of motor vehicle exports from the
region.

1999 performances confirmed the tendency toward a change in
regional exports’ geography witnessed over the last few years, with a
reduced importance of northwestern regions and an increased impor-
tance of northeastern regions. Southern regions share on Italian total
exports slightly decreased, following the improvements of the last few
years. Central regions essentially remained stationary. These tenden-
cies reflect the persistent dynamism of exporting industries from the
North-East, the increasing larger role played by the services sector in
the North-West as well as a pause in the process of exports recovery
from Mezzogiorno (Southern Italy) which distinguished the last
decade.

As far as provinces are concerned, export performances of Venice and

EXPORTS OF ITALIAN GEOGRAPHICAL AREAS TO SELECTED AREAS OF DESTINATION
(percentage changes at current prices 1999/98)
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Treviso were quite positive; this latter became the fourth-ranked exporting
province in Italy, overcoming Brescia and Bergamo, which suffered substan-
tial reductions. Noticeable exports contractions were also recorded by Turin,
Verona, Como, Prato, Chieti and Ancona.

In the first quarter of 2000, signs emerged which were partially in
contrast with the average dynamics witnessed in 1999. Improved export
performances were achieved by almost all the regions, particularly in
Northwestern Italy (Lombardy above all), Friuli and Tuscany and the
Italian Islands, the latter thanks to rising prices of petroleum productsin



which they are specialized. On the other hand, The Marches foreign
sales continued to experience residual difficulties, while Veneto con-
tributed to a modest degree to the dynamism of national exports.
Basilicata is the only region that recorded an exports’ decrease, inter-
rupting previous years' buoyant growth, due to the negative trend of its
motor vehicle exports

The globalization and the integration process that Italy is undergoing
(first of all, Italy’ sintegration in the Euro area) seemsto call into question the
role played by the “territory” (districts and local systems of production) in
support of export competitiveness. The establishment of production facilities
overseas in emerging countries and the international fragmentation of value-
chain could, as a matter of fact, weaken traditional factors of competitiveness
(based on strict interactions between enterprises and local realities) which
traditionally favored small and medium size enterprises in the sectors of
Madein Italy.
The results of two research works have been provided in the
1999-2000 ICE’s Annual Report of Italy’s Foreign Trade explaining
the change the “local geography” of exports, studied through local
systems of labor, is experiencing. These analyses point out that the
reality is much more complex than one could immagine by simply
examining single regional or even provincial features. International
integration process is driving enterprises, once deeply linked to nation- .
al territory, to look for new balance between local and global dimen- Ditricts and 1oca) systems
sions, to reorganize production both nationally and internationally in italy are, on the whole, more
order to pursue qualitative improvement. Local innovative systems of ﬁ%aglﬁlgfgimﬁa
production have higher chances of surviving from the selection  andglobal dimensions,
imposed by tougher international competition. In this renewal process, dlthough some disricts n
local systems and districts of Central and Northern Italy appear, on the  good degrees of competiti-
whole, to be better prepared than the ones in the South. Nonetheless, Y
significant differences remain, with weak features also in Central and

Northern Italy and important competitive niches in Southern Italy too.

EXPORTS 1999 FOREIGN DIRECT INVESTMENTS

INFLOWS
(as 0f1.1.1998)
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Source: ICE on ISTAT and CNEL-R&P - Politecnico di Milano data
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In particular, the afore-mentioned analyses show that there is not a
homogenous Made in Italy model in the South, generally characterized

by small enterprises and low quality productions. Districts in the South

are quite varied (in accordance with their orientation to overseas or

domestic markets) and they show quite high export propensity (45% of

turnover).



8. INTERNATIONALIZATION OF THE ITALIAN COMPANIES

According to recent estimates, nearly 60% of companies with  Exportsof small and
more than 10 employees were involved in export activities throughout gmgfgm'ﬁg €
the 1989-1997 period. During this period, while the importance of  intenss, despite financial
exports increased, the opposite occurred for direct investments, 2 nformation problems
Business size was the most important factor explaining propensity to
internationalize, as sunk costs and high investments in information
were main barriers to foreign markets access for small and medium

size enterprises.

In 1997, 4.5% of al industrial and commercial companies exported,  Thenumber of exporters
employing 32.2% of labor force. According to recent surveys, the number of ﬂﬁg&éﬁ;ﬁgﬁw
Italian exporters abroad decreased dlightly in 1999, from 171,000 to 168,000  activitiesincreased
companies, due to the overall reduction in foreign sales.

On the other hand, Italian industrial foreign direct investments (FDIs)
increased. According to preliminary estimates, the number of investing enter -
prises rose from more than 860 in 1997 to nearly 1,000 by the end of 1999.

Affiliates totaled 2,350 units, generating an annual turnover of about 100 bil -
lion Lira

EXPORTERS' NUMBER AND AVERAGE REVENUES
(percentage changes on corresponding period)
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In 1999, excluding FDIs in services and financial sectors, foreign
turnover of Italian companies and their affiliates increased, compared to
1998, climbing above 650,000 hillion Lira. In general manufacturing, the
larger the companies the more frequent a coexistence of export activities and
direct investments. Hence FDIs were, to a greater extent, carried out by large
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Export activity is stabilizing;
geographical rangeis
widening

In some sectors, enterprises
are more export oriented
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exporting companies, even though a notable dynamism in small and medium
sized enterprises was shown.

In 1999, average exporters' turnover stood at 2.44 billion Lira, a mod-
est improvement compared to the previous year. From a geographical point
of view, the number of exporters grew in North Americaand East Asia, while
a drop was recorded in Central and South America and Central Asia. The
contraction of exporters number in the European Union, which dlipped
below 100,000 units, brought about a growth in their average turnover, which
however diminished in Africa and in Central Asia. While exporters from
northern regions were generally large companies, the opposite was the case
for central and southern regions.

International trade is becoming more and moreimportant for many firms.
In 1999, the share of Italian companies continuoudly present on foreign mar-
kets since previous five years grew to over 48%, up from 39% in 1996. Larger
enterprises were of course more permanent. A high average number of export
markets for Italian companies was recorded, which could be considered a
proxy of their competitiveness. However, the importance of single-market
companies continued to be considerable, equal to 44% of the total, and mainly
characterized by small dimensions in terms of export turnover.

EXPORTERS IN 1999 BY YEARS OF CONTINUING ACTIVITY
IN THE 1995 - 1999 PERIOD
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Source : ICE on ISTAT data

Chemicals, automobile, rubber and plastic products, together with
mechanical sector displayed a strong export propensity: nearly a third of
related enterprises exported in 1997. Traditional sectors appeared more ori-
ented toward domestic markets.



In terms of units, more than one-third the total number of export com-
panies was recorded in the services sector, while in terms of exports value
their importance was lower, nearly one tenth. However, for small and medi-
um size enterprises, one should consider the role played by trade intermedi -
aries allowing a simpler access to foreign markets at reduced costs.

NUMBER OF FIRMS BY SIZE OF EMPLOYMENT,
RESPECTIVE SHARE ON EXPORTS
(1997)
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Fonte: ICE on ISTAT data

Foreign trade through the Internet will be more and more important in
the next few years. Although availability of Italian products on-line is limit-
ed and Italian companies | T investments are lower than other industrial coun-
tries, new opportunities could arise both for foreign retail sales and whole-
sales. Small and medium size enterprises could possibly reap these opportu-
nities with appropriate investments, mainly training.

In 1999, an acceleration of FDIs by Italian companies was observed
both for incoming and outgoing flows, thus interrupting previous slower
growth.

Compared to 1997, the growth in the number of Italian manufacturing
firms with participation in foreign companies was roughly 20%. More than
the past, new initiatives were directed toward North America, at the expense
of other areas, mainly Asia, severely hindered by the crisis. This confirmsthe
importance of macroeconomic stability among localization decisionsfor pro-
ductive investment.

Electronic commerce: new
opportunities are being ope-
ned for small and medium
size enterprises, although
supply via the Internet and

IT investments remain
limited
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Both incoming and outgoing
direct investments are
increasing, although more
should be done to strengthen
Italy's attractiveness

Small and mediumsize
enterprises and global
competition were at the
center of the OECD
Conference in Bologna: an
overview and some
operational proposals
emerged

Some companies success
stories:

Antinori: from an exporter
of finewinesto a
multinational group

Autogrill rapidly grows
abroad and diversifiesits
activities

Ducati Motor restructures
its distribution network and
investsin electronic
commerce

Luxottica's recipe: strong
investmentsin overseas
sales network and
consolidated production
basein Italy

42

As far as FDIs inflows are concerned, a positive contribution came
from the privatization of Italy’s public companies. Nonetheless significant
obstacles persist to attract foreign investors in Italy. Our economic system
has been penalized not only by wrong perceptions among investors, but also
by infrastructure shortcomings. However, positive signs could be envisaged
in the higher-than-average growth of foreign participation by companies in
southern, central and insular regions, areas, traditionally less privileged than
others.

Sample surveys for the 1995-1997 period point to a reduction of copy-
rights and licensing, technical, commercial and production cooperation
agreements, as well as trade penetration activities by Italian exporting firms.

A conference titled “Expanding Competitiveness of Small and
Medium Size Enterprises in the Global Economy: Strategy and Policies’
was held in June 2000 in Bolognain order to deeply examine the interna-
tionalization process of smaller companies. This conference was held
under the aegis of the OECD and the Italian government with the partici-
pation of many other non-OECD countries. Debate focused on four strate-
gic issues: innovation, production districts, electronic trade, and partner-
ship between enterprises in industrial countries and developing or transi-
tion countries.

Some companies’ success stories are hereby presented, among the most
brilliant examples of Italian internationalization in recent times.

Antinori from Florence, which has been wine exporter for decades, has
for some time purchased vineyards abroad, transferring know-how to its new
affiliates. In 1999, its foreign turnover rose up to fifty percent of the total,
thanks to a marketing policy based on close relationships with exclusive dis-
tributors.

Autogrill, a recently privatized group with a solid financial position
and avast experience in restaurants franchising in Italy, decided to exploit its
know-how by rapidly growing abroad and by entering into fast-food restau-
rants. Theimportance of foreign activities consequently soared to nearly two-
thirds of total turnover in 1999, up from 6.5% in 1997.

Ducati Motor from Bologna wisely matched its well-established inter-
national image stemming from motorcycling racing competitions to a priori-
ty attention to quality and to radical renewal of management and sales tech-
nigues. In reorganizing its sales network, currently based on foreign affili-
ates, located in main outlet markets, and on directly controlled dealers, the
company decided not to differentiate its foreign marketing strategies from
which 70% of turnover derives.

Luxottica s production of eyeglasses and frames is entirely carried out
in Italy, however the group has recently internationalized its distribution
chain, acquiring trademarks and commercial networks, thus setting up its



own sales structure. This allowed it to regain competitiveness and to solve
the problem, particularly evident in the United States, associated to the strong
contractual power of large distributors vis-a-vis producers. Luxottica nowa
days has a portfolio of approximately 150,000 clients in the world, without
considering final consumers.

Telit group from Trieste, cellular and satellite phones and cellular
broadcasting equipment producer, owns 12 manufacturing plants in Europe,
including Italy, and a global sales network. National cellular telephone net-
work operators are among its most important clients, with whom Telit signed
supply contracts. Production flexibility and strong research investments are
the main pillars of Telit's competitive advantage.

Telit's strength,
flexibility and innovation
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As of January 1st 1999, all
matters related to export
credit facilities and other
forms of internationalization
were transferred to SMEST.
Furthermore, the scope of
its facilities was broadened
to cover all foreign direct
investments
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9. ITALY'SINTERNATIONALIZATION PROMOTION POLICIES

In 1999 the reform process of the system of bodies and instruments for
public support to the internationalization of Italian enterprises, which has
been underway for some years, went forward. A series of measures aimed at
putting into effect the numerous new changes introduced by the legislative
decree N. 143/1998 were enacted along with the devolution of important
industrial policy matters to the Regions.

From January 1st, 1999, a new institutional framework for internation-
al economic policy was set up, characterized by the coordination role played
by the so-called cabina di regia (Committee for Foreign Trade Strategic
Planning and Coordination) within CIPE (Inter-ministerial Committee for
Economic Planning). All matters related to export credit incentives and to
other forms of internationalization were tranferred to SIMEST (ltalian
Financia Institution for the Promotion of Italian Business Abroad), a finan-
cial company controlled by the Ministry of Foreign Trade. Furthermore, the
scope of its activities was broadened in order to cover all foreign direct
investments, no longer only joint-ventures, an acknowledgement of the
increasing crucial role played by the direct presence of companies on foreign
markets, including their own production facilities. At the same time both I CE
(the Italian Institute for Foreign Trade) and SACE (Institute for Foreign
Trade Insurance Services) reforms were enacted and some significant refine-
ments of other instruments in support of enterprises’ international activities
were made.

SACE's GUARANTEES AND ITALIAN EXPORTS BY GEOGRAPHICAL AREAS
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SACE's Guarantees Italian Exports
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Source: Mincistry for Foreign Trade on SACE data

A rapid glance at the overall available data about various facilita
tion instruments for companies gives the impression that 1999 was
characterized by a widespread reduction of support activities. This phe-



nomenon involved almost all instruments, from export credits to for-
eign investments facilities, from commercial penetration credit pro-
grams to assistance services provided by ICE. The demand for facili-
ties by enterprises was probably curbed by the slowdown of world eco-
nomic activity. This happened particularly in the first part of the year,
when the effects of the emerging markets crisis were still being felt,
i.e., precisely for those areas in which the role of public support
instruments is the most relevant. Furthermore, a reduction in facilities’
interest rate spread, due to falling market interest rates, could have
reduced the enterprises’ interest for financial incentives. On the other
hand, from a supply standpoint, the inevitable difficulties stemming
from the transition to the new institutional framework, concerning both
relations among national bodies and devolution to local authorities,
could have limited public system’s capacity to control its support
instruments. National budget constraints appeared less stringent than
in the past, as confirmed by a notable increase of allocations earmarked
to promotional activites carried out by ICE and other institutions, such
as export consortia and Italian Chambers of Commerce abroad.

The innovations gradually introduced into operational mechanisms
are consequently extremely important in order to increase their useful-
ness and access to business enterprises. For example, as regards export
credits, a broader range of eligible operations for public support and an
increase of facilities' spreads is soon to be implemented. Similarly,
though respecting constraints related to the evolution of Consensus rules
and to the European Union harmonization process underway, SACE pub-
lic insurance operations covering risks linked to enterprises’ internation-
alization activities were expanded. As already mentioned, also
SIMEST’ s instruments to promote foreign investments by Italian enter-
prises, through risk capital participation and credit facilities, were also
substantially increased.

EXTENDED CAPITAL CREDIT AND EXPORTS BY REGIONS
(1999)
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In 1999 the demand for
facilities and services
decreased, due to the

sowdown in world trade; at
the same time, their supply
had to adapt to a changed

institutional framework
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Credit incentives for
feasibility studies and
technical assistance
programs were among the
most significant innovations

ICE's services improved
their range and quality in
various fields of activity
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A new public support instrument was recently launched, consisting of
credit incentives for costs sustained by firms to carry out feasibility studies
for complex international activities (for example, in the area of project
finance) and technical assistance programs. These operations are increasing-
ly becoming significant factors of competitiveness.

ICE is continuing its work to increase the range and the quality of its
internationalization servicesto enterprises. In particular, the progress madein
setting up the new National Information System for Foreign Trade (SINCE)
should be singled out. SINCE has been envisaged as an integrated network,
in which all of production and distribution phases of information services
make use of cutting-edge telematic technologies. Assistance services to
enterprises, whose numerical drop was already mentioned, characterized in
1999 by a substantial increase in revenues (with unchanged rates), are being
overhauled and refined. Asfar astraining isconcerned, ICE’s activities are
continuously devel oping along consolidated lines, and more international ini-
tiatives have been undertaken. The strong impulse received by promotion and
cooperation services should be pointed out, in which an increase in public
allocations has gone hand-in-hand with a significant growth in private con-
tributions. Among cooperation activities, particular attention should be paid
to the program to attract foreign investments, aimed at overcoming one of
the main Italian weaknesses.
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WORLD TRADE IN GOODS AND SERVICES AND FOREIGN DIRECT INVESTMENTS (a)
(billion dollars)

1991 1992 1993 1994 1995 1996 1997 1998 1999
TRADE IN GOODS
Values 3.540 3.781 3.752 4226 5.077 5.329 5510 5.470 5.705
PERCENTAGE CHANGE OF THE INDEXES
Quantities 46 37 99 10,1 57 100 54(b) 570
Average unit values 2,1 -4,3 25 9,1 -0,7 -6,0 -5,8 -1,3
TRADE IN SERVICES
Values 847 942 951 1.024 1.171 1.239 1.278 1.285 1.338(c)
FOREIGN DIRECT INVESTMENTS
Values 179 188 231 269 344 369 470 646 827
Percentage share on merchandise 41 4,0 49 51 55 5,6 6,9 9,6 11,7

and services trade

(a) Average imports and exports for goods and services and average inflows and outflows for foreign direct investments

(b) OECD, Economic Outlook, May 2000
(c) WTO, Annual Report 2000

Source: IMF data for goods and services and UNCTAD data for FDIs

Table 1.1
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WORLD TWENTY LEADING MERCHANDISE EXPORTERS
(billion dollars and percentage shares on world exports)

Ranking value % share
1999 Countries 1999 1991 1995 1996 1997 1998 1999
1 United States 690 12,2 11,6 11,9 12,3 12,3 12,3
2 Germany 534 11,6 10,1 9,8 9,1 9,8 9,5
3 Japan 415 9,1 8,8 7,8 7,5 7,0 74
4 France 304 6,3 57 55 52 55 54
5 United Kingdom 264 5,3 4,7 4,9 5,0 49 4,7
6 China 250 21 3,0 2,9 3,3 3,3 45
7 Canada 237 3,6 38 38 3,8 3,8 4,2
8 Netherlands 219 38 35 34 35 33 39
9 Italy 217 4,9 4,6 4,8 43 4.4 3,9
10 Belgium-Luxembourg 182 34 35 33 3,2 34 3,2
11 Hong Kong 169 2,8 34 34 34 3,1 3,0
12 South Korea 133 2,1 25 25 24 2,4 24
13 Mexico 120 1,2 1,6 1,8 2,0 2,1 21
14 Singapore 115 17 23 2,4 2,2 2,0 2,0
15 Spain 105 17 18 19 19 1,9 19
16 Malaysia 84 1,0 15 15 14 1,3 15
17 Switzerland 81 1,8 1,6 15 14 14 14
18 Sweden 80 15 1,6 1,6 15 15 14
19 Russia (Federation of) 72 1,5 1,6 1,5 1,3 1,3
20 Ireland 66 0,7 0,9 0,9 0,9 1,2 1,2

(1) Re-exports included
Source: ICE on IMF-DOTS data
Table 1.2

WORLD TWENTY LEADING MERCHANDISE IMPORTERS
(billion dollars and percentage shares on world imports)

Ranking value % shares
1999 Countries 1999 1991 1995 1996 1997 1998 1999
1 United States 1.048 14,1 15,1 15,3 15,7 16,6 17,9
2 Germany 463 10,8 8,7 8,3 7,6 8,2 7.9
3 United Kingdom 316 5,8 51 53 53 55 54
4 Japan 304 6,5 6,6 6,5 59 49 52
5 France 303 6,4 54 5,2 4.8 51 5,2
6 Italy 223 51 4,0 3,9 3,6 3,8 3,8
7 Canada 214 3,3 3,2 3,2 34 35 3,7
8 Netherlands 198 3,5 31 3,0 31 3,0 3,4
9 China 179 1,8 2,6 2,6 2,5 2,5 31
10 Hong Kong 178 2,8 3,8 3,7 3,6 3,2 3,0
11 Belgium-Luxembourg 169 3,3 3,1 3,0 2,9 3,0 2,9
12 Spain 139 2,7 2,3 2,3 2,1 2,3 2,4
13 Mexico 116 1,4 14 1,7 1,9 2,2 2,0
14 Singapore 111 1,8 2,4 25 2,3 1,8 1,9
15 South Korea 109 2,3 2,6 2,8 25 1,6 1,9
16 Switzerland 84 1,8 1,6 15 1,3 1,4 1,4
17 Sweden 74 1,3 1,3 1,2 1,1 1,2 1,3
18 Austria 73 1,4 1,3 1,3 1,1 1,2 1,3
19 Malaysia 68 1,0 15 15 1,4 1,0 1,2
20 Australia 65 1,1 11 1,2 1,1 1,1 1,1

(1) Temporary imports included
Source: ICE on IMF-DOTS data
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(1) FOREIGN DEBT OF DEVELOPING COUNTRIES AND OF COUNTRIES IN TRANSITION
(billion dollars and percentage share on exports of goods and services)

Areas and countries

1992

forecast

1003 1994 1995 1996 1997 1998 1999 2000

2001

Developing Countries
AFRICA
ASIA
MIDDLE EAST AND EUROPE
LATIN AMERICA
Countries in Transition
CENTRAL AND EASTERN EUROPE
RUSSIA
CENTRAL AND TRANSCAUCASIAN ASIA

Developing Countries
AFRICA
ASIA
MIDDLE EAST AND EUROPE
LATIN AMERICA
Countries in Transition
CENTRAL AND EASTERN EUROPE
RUSSIA
CENTRAL AND TRANSCAUCASIAN ASIA

Developing Countries
AFRICA
ASIA
MIDDLE EAST AND EUROPE
LATIN AMERICA
Countries in Transition
CENTRAL AND EASTERN EUROPE
RUSSIA
CENTRAL AND TRANSCAUCASIAN ASIA

Developing Countries
AFRICA
ASIA
MIDDLE EAST AND EUROPE
LATIN AMERICA
Countries in Transition
CENTRAL AND EASTERN EUROPE
RUSSIA
CENTRAL AND TRANSCAUCASIAN ASIA

1.350
262
404
204
479
212
105
105

187
254
153
113
275
130
110
183

17

179
30
53
23
73
25
13
13

25
29
20
13
42
16
13
22

FOREIGN DEBT
billions of dollars

1473 1585 1.714 1.798 1878 2.007 2.038 2.065 2.131

272 289 312 310 303 305 312 312
456 510 563 595 643 661 671 664
221 224 222 242 257 285 296 299
524 562 617 651 675 756 760 790
234 249 267 286 298 347 353 365
116 122 137 148 157 175 185 196
112 120 120 125 124 152 148 147
5 7 10 13 17 20 20 22
percentage share on exports of goods and services
195 183 168 157 151 173 163 146
276 283 259 232 223 252 244 205
154 138 125 119 115 123 115 104
122 118 105 99 100 131 123 105
293 276 257 244 231 265 255 233
129 123 103 102 101 120 122 113
114 107 93 91 90 94 98 94
171 156 127 122 120 174 174 153
36 61 62 79 100 134 134 125
DEBT SERVICE PAYMENTS (2)
billion dollars
178 197 237 276 307 312 347 330
28 29 34 31 31 29 29 34
53 63 77 76 82 97 109 87
26 27 29 46 42 37 40 54
72 78 97 124 152 150 169 156
19 22 30 33 32 49 51 56
12 17 22 25 25 29 34 37
6 4 6 7 6 16 15 16
0 1 2 2 2 4 3 3
percentage shares on exports of goods and services
24 23 23 24 25 27 28 23
29 29 28 23 23 24 23 22
18 17 17 15 15 18 19 14
14 14 14 19 16 17 17 19
40 38 40 46 52 53 57 46
10 11 12 12 11 17 18 17
12 15 15 15 14 16 18 18
9 6 7 7 6 19 17 16
2 5 11 9 11 26 18 17

321
682
311
817
380
209
146

24

142
208

97
111
222
111

92
153
127

326
34
93
48

151
59
38
18

22
22
13
17
41
17
17
19
15

(1) Excluding debt and debt service payments due to the IMF
(2) Including interests on total debt and long-term debt amortization installments

Source: ICE on IMF data
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WORLD TRADE SHARES AND TRADE BALANCES

1965 1975 1985 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
World (1)
(billion ECUs/Euros)
Exports 118 478 1951 1.872 2.000 2.055 2.381 2.668 2.858 3.091 3.800 3.647 4.020
Imports 126 520 2.080 1972 2103 2.155 2463 2771 2967 3.222 4.002 3.817 4.244
European Union (1)
Exports (%) 261 251 196 209 199 200 198 196 200 202 190 20,1 189
Imports (%) 31,0 239 191 223 223 215 191 18,7 184 18,0 16,8 18,7 18,2
Trade balance (billion -8,3 -44 -145 -488 -70,2 -514 1,2 51 27,7 436 483 19,1 -144
ECUs/Euros)
Normalized Trade -11,8 -1,8 -1,9 -5,9 -8,1 -5,9 0,1 0,5 25 3,6 3,5 1,3 -0,9
Balance (2)
United States
Exports (%) 23,0 182 143 16,5 17,0 16,8 16,7 16,2 156 159 16,0 16,6 16,1
Imports (%) 183 16,4 22,8 20,6 195 198 208 209 199 20,0 198 221 23,2
Trade balance (billions of 4,1 1,8 -1946 97,3 -70,7 -81,1 -115 -148,7 -143,3 -153,5 -186,1 -235,7 -336
ECUs/Euros)
Normalized Trade 8,1 10 -258 -13,6 -94 -105 -126 -14,7 -138 -135 -133 -16,3 -20,6
Balance (2)
Japan
Exports (%) 7,0 94 119 121 12,7 12,7 13,0 125 11,9 105 9,8 9,5 9,7
Imports (%) 6,4 9,0 8,2 9,4 9,1 8,3 8,4 8,3 8,7 8,5 7,5 6,6 6,7
Trade balance (billions of 0,2 -1,7 612 411 63,2 825 103,3 101,8 81,8 486 72,7 95,2 104
ECUs/Euros)
Normalized Trade 1,2 -1,9 152 10,0 142 18,7 20,0 18,1 13,7 8,1 10,9 159 154
Balance (2)
Total Triad
Exports (%) 56,1 52,7 458 494 49,6 495 495 482 475 46,6 44,7 46,2 44,7
Imports (%) 55,7 49,3 50,1 522 50,9 49,6 483 479 469 46,6 44,1 47,3 48,1
1) excluding intra-EU trade
2) Percentage ratio of trade balance to sum of exports and imports
Source: ICE on EUROSTAT-COMEXT data
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SECTOR STRUCTURE OF EUROPEAN UNION IMPORTS AND EXPORTS

(percentage composition in values at current prices)

Sectors

Average 1988-1989

Average 1993-1994 Average 1998-1999

Agriculture, live animals and fishery products
Energy products
Food, beverages and tobacco
Textile, wearing apparel products

Textile

Wearing Apparel
Footwear, hides and leather products

Footwear
Wood and cork products (excluding furniture)
Paper and paper products, printing and publishing
Chemical and pharmaceutical products
Rubber and plastic articles
Glass, ceramic and non-metallic construction materials
Metals and metal products
Machinery and mechanical equipment
Electrical and professional/scientific equipment
Transport equipment

Motor vehicles

Other transport equipment
Furniture
Jewellery, gold and silver
Other products
Total

Agriculture, live animals and fishery products
Energy products
Food, beverages and tobacco
Textile, wearing apparel products

Textile

Wearing Apparel
Footwear, hides and leather products

Footwear
Wood and cork products (excluding furniture)
Paper and paper products, printing and publishing
Chemical and pharmaceutical products
Rubber and plastic articles
Glass, ceramic and non-metallic construction materials
Metals and metal products
Machinery and mechanical equipment
Electrical and professional/scientific equipment
Transport equipment

Motor vehicles

Other transport equipment
Furniture
Jewellery, gold and silver
Other products
Total

4,5

4,1
5,9
4,5
14
2,0
10
05
23

10,6
4,4
2,1
9,0

18,3
9,0

13,5

10,1
34
06
0,9
9,9

100,0

7,0
13,7
35
7,6
51
25
21
0,7
2,6
4,8

2,7
0.8
7.4
9,7
12,2
7,1
4,5
2,6
0,2
0,2
12,4
100,0

EXPORTS

3,9
3,2
4,5
57
4,2
14
19
10
0,5
24
11,8
4,1
19
7.4
18,8
10,8
14,6
9,6
50
0,6
0,9
71
100,0

IMPORTS

6.3
13,1
33
8,6
5,2
3.4
2.3
1,0
25
39
6.6
3,0
09
6.2
10,0
14,1
8,3
49
34
04
03
10,3
100,0

3,0

3,6
4,7
3,6
11
15
0,8
0,7
2,7
12,1
3,8
18
6,0
18,2
13,7
15,0
9,5
54
0,55
0,7
10,1
100,0

54
9,6
2,6
79
4,8
31
20
1,0
16
1,7

2,9
0,9
59
11,8
16,3
10,0
55
4,5
04
0,2
13,7
100,0

Source: ICE on EUROSTAT-COMEXT data
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BALANCE OF PAYMENTS

CURRENT ACCOUNT BALANCES

(billion Liras)

Categories 1994 1995 1996 1997 1998 1999
Mechandise Goods (FOB-FOB) 50.664 63.059 83.301 68.107 63.098 37.161
Services 8.399 10.324 11.084 13.234 8.530 4,387
transport -2.941 -4.149 -4.448 -5.006 -5.007 -5.541
travel 17.199 22.671 21.904 22.634 21.229 21.012
other services -5.859 -8.198 -6.372 -4.394 -7.692 -11.084
Income -26.998  -25.908 -23.453 -19.238 -20.896 -19.976
from capital -26.986  -26.712 -24.255 -19.485 -20.770 -19.339
from labor -12 804 802 247 -126 -637
Unilateral Transfers -11.516 -6.830 -10.162 -7.101 -12.895 -9.886
private -32 1.836 1.474 -1.098 -1.796 -1.776
workers' remittances 410 161 44 55 -226 -371
others -442 1.675 1.430 -1.153 -1.570 -1.405
public -11.484 -8.666 -11.636 -6.003 -11.099 -8.110
EU accounts -7.873 -5.662 -8.829 -5.088 -11.492 -9.067
other -3.611 -3.004 -2.807 -915 393 957
Total Current Account 20.549 40.645 60.770 55.002 37.837 11.686

Source: Bank of Italy
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ITALY'S IMPORTS AND EXPORTS (FOB-CIF)

1995 1996 1997 1998 1999 1999 1999 1999 1999 2000
| quarter Il quarter Il quarter |V quarter | quarter

Exports FOB
billion Liras 381.175 388.885 409.128 426.183 419.124 | 94.121 106.748 103.108 113.645 [109.915
percentage change 23,7 2,0 5,2 4,2 -1,7 -8,3 4,2 0,8 10,5 17,6
Imports CIF
billion Liras 335.661 321.286 357.587 378.783 394.271 | 90.248 100.165 92.820 109.162 [110.729
percentage change 23,2 -4,3 11,3 59 4,1 -6,5 2,1 9,1 18,0 23,6
Balance
billion Liras 45514 67.599 51541 47.400 24.853 3.873 6.583 10.288 4.483 -814
value change 9.850 22.085 -16.058 -4.141 -22.547 | -2.256 -6.797 -6.900 -5.841 | -4.696
Normalized balance (1) 6,3 9,5 6,7 59 31 21 3,2 53 2,0 -0,4
Exports: average unit values
percentage change 9,3 0,8 0,5 1,3 0,3 -1,8 -1,5 0,2 2,4 4,3
Imports: average unit values
percentage change 12,3 -1,3 1,4 -2,6 -0,9 -7,4 -4,0 1,6 6,2 13,7
Exports: quantities
percentage change 13,3 1,2 4,7 1,6 -1,6 -6,8 -3,1 11 5,8 12,8
Imports: quantities
percentage change 9,8 -3,0 9,7 7,5 5,0 0,7 6,3 7,3 9,6 8,7
Terms of Trade (2)
percentage change -2,7 2,2 -1,0 4,0 0,6 6,0 2,7 -1,7 -3,6 -8,3
Real coverage rate (3)
percentage change 3,2 4.4 -4,6 5,5 -6,3 -7,4 -8,8 5,7 -3,5 3,8

(1) Percentage ratio of trade balance to the sum of exports and imports
(2) Percentage ratio of export prices (average unit values) to import prices
(3) Percentage ratio of export quantities to import quantities

Source: ICE on ISTAT data
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PRICE COMPETITIVENESS IN SELECTED INDUSTRIAL COUNTRIES
COMPARISON AMONG SELECTED INDICATORS (*)
(index percentage change on previous year - base 1993=100 )

1994 1995 1996 1997 1998 1999
France
real exchange rate based on
- manufactures' producer prices -0,7 2,0 -1,9 -4,7 0,6 -3,4
- average export unit values -1,0 1,7 1,4 -1,8 11 -3,2
- consumption prices -0,6 2,5 -0,4 -4,5 0,6 -2,9
- unit labour costs -2,8 0,1 -0,6 7,1 -0,5 -1,5
Germania
real exchange rate based on
- manufactures' producer prices -0,8 4.4 -3,1 -5,5 15 -3,7
- average export unit values -0,2 47 2,7 -4.4 2,3 2,7
- consumption prices 0,2 47 -3,5 -5,3 0,7 -3,4
- unit labour costs 1,1 8,6 -2,3 -7,7 -2,3 -2,0
Italy
real exchange rate based on
- manufactures' producer prices -2,1 -47 10,8 0,4 1,3 2,7
- average export unit values -1,8 -1,7 12,3 -0,8 2,6 -1,7
- consumption prices -3,1 -6,5 11,3 0,1 1,3 -2,2
- unit labour costs -4.9 -8,4 15,0 3,7 41 -1,6
United Kingdom
real exchange rate based on
- manufactures' producer prices 1,2 -3,6 3,8 15,6 57 0,4
- average export unit values 1,1 -3,4 1,3 8,7 0,6 -3,0
- consumption prices -0,2 -4,0 25 16,6 5,8 0,2
- unit labour costs 2,0 -1,2 2,8 22,2 10,1 -0,2
Spain
real exchange rate based on
- manufactures' producer prices -4,2 2,5 1,6 -4.4 -0,0 -0,9
- average export unit values -5,7 -0,9 1,2 -2,4 2,2 -3,3
- consumption prices -4.9 1,6 1,9 -45 0,7 -0,7
- unit labour costs -6,3 -0,9 34 -1,3 3,0 0,2
United States
real exchange rate based on
- manufactures' producer prices -1,8 -1,5 35 4.9 34 -1,5
- average export unit values -3,0 -6,1 -1,7 3,0 3,3 -1,8
- consumption prices -0,8 -1,1 3,7 57 6,1 -1,6
- unit labour costs -3,4 -4,2 3,3 7,3 6,5 -2,0
Japan
real exchange rate based on
- manufactures' producer prices 3,7 0,3 -15,9 -5,2 -4,1 13,3
- average export unit values 53 -0,5 -7,0 -3,2 -2,3 77
- consumption prices 4.9 1,7 -15,5 -5,5 -3,9 13,5
- unit labour costs 10,2 -0,2 -18,1 -4.4 -1,5 11,5

(*) Positive changes indicate loss of competitiveness and vice versa
Source: ICE on Bank of Italy data
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ITALY'S FOREIGN TRADE BY GEOGRAPHICAL AREAS AND MAIN COUNTRIES

(billion Liras)
EXPORTS IMPORTS BALANCE EXPORTS % change |IMPORTS % change

| quarter 2000 I quarter 2000
1998 1999 1998 1999 1998 1999 | 1999/1998 | quarter 1999 1999/1998 | quarter 1999
European Union 242.325 240.475| 234.999 239.900 7.326 575 -0,8 6,5 2,1 11,6
France 56.009 54.516| 50.135 49.721 4.874 4.795 -0,8 5,8 -0,8 7,3
Germany 70.924 69.119| 71.935 74.949| -1.010 -5.830 -2,5 13 4,2 12,3
United Kingdom 30.861 29.801| 24.427 23.948 6.434 5.853 -3,4 10,7 -2,0 10,8
Spain 24944 26.609| 17.374 16.958 7.570 9.651 6,7 11,5 -2,4 12,5
EFTA 17.110 16.988| 16.484 16.511 626 477 -0,7 17,5 0,2 13,1
USA 40.225 43441\ 21.728 22.134| 18.497 21.307 7,9 40,1 19 23,8
Russia 5.406 3.338 6.461 8.153| -1.055 -4.815| -38,3 77,2 26,2 106,4
Japan 7.010 6.793 8.222 9.987| -1.212 -3.195 -3,1 49,6 21,5 28,9
China 3.587 3.551 8.407 9.682| -4.840 -6.131 -0,5 29,2 15,2 40,7
NIEs (1) 11.243 11.555 7.153 7.587 4.090 3.968 2,7 55,2 6,1 28,2
WORLD 426.183 419.124| 378.783 394.271| 47.399 24.853 -1,7 17,6 4,1 23,6
Extra-EU 183.858 178.649 143.784 154.371 40.074 24.278 -2,8 33,6 7,4 42,0

(1) Hong Kong, Singapore, South Korea, Taiwan.

Source: ICE on ISTAT data
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FIRST 20 DESTINATION COUNTRIES FOR ITALIAN EXPORTS

Ranking in 1999 Values % change Percentage shares Cumulative

COUNTRIES 1998 (billion Liras) 1999-98 1998 1999, 1999
6 shares

1) Germany 1 69.119 -25 16,6 16,5 16,5
2) France 2 54.516 -0,9 12,9 13,0 29,5
3) United States 3 39.803 8,2 8,6 9,5 39,0
4) United Kingdom 4 29.801 -3,4 7,2 7,1 46,1
5) Spain 5 26.609 6,7 59 6,3 52,5
6) Switzerland 6 14.827 1,0 34 35 56,0
7) Netherlands 7 12.016 -2,7 2,9 29 58,9
8) Belgium *) 11.141 -4,6 2.7 2.7 61,6
9) Austria 9 9.764 -0,5 2,3 2,3 63,9
10) Greece 10 8.597 0,8 2,0 2,0 65,9
11) Japan 12 6.793 -3,1 1,6 1,6 67,5
12) Poland 13 6.690 -0,4 1,6 1,6 69,1
13) Portugal 14 6.248 3,2 14 15 70,6
14) Turkey 11 5.503 -22,5 1,7 13 71,9
15) Hong Kong 17 4.955 -7,3 1,3 1,2 73,1
16) Brazil 15 4.655 79 1,3 11 74,2
17) Sweden 18 4.515 -1,6 11 11 75,3
18) Romania 21 3.718 7,1 0,8 0,9 76,2
19) Canada 22 3.639 6,6 0,8 0,9 77,1
20) Hungary 24 3.558 9,1 0,8 0,8 77,9
WORLD 419.124 -1,7% 100,0 100,0 100,0

(*) In 1998 Belgium was classified together with Luxembourg and it was ranked eight
Source: ICE on ISTAT data
Table 5.2

FIRST 20 COUNTRIES OF ORIGIN FOR ITALIAN IMPORTS

Ranking in 1999 Values % change  Percentage shares Cumulative
COUNTRIES . . 1999
1998 (billion Liras) 1999-98 1998 1999 o
6 shares
1) Germany 1 74.950 4,2% 19,0 18,8 18,8
2) France 2 49.721 -0,8% 13,2 12,6 31,4
3) Netherlands 4 24.682 5,1% 6,2 6,3 37,7
4) United kingdom 3 23.948 -2,0% 6,4 6,1 43,8
5) United States 5 19.408 2,7% 50 49 48,7
6) Spain 7 16.958 -2,4% 4,6 4,3 53,0
7) Belgium ™*) 16.458 -10,1% 4.6 4.2 57,2
8) Switzerland 8 15.088 -0,6% 4,0 38 61,0
9) Japan 11 9.987 21,5% 2,2 25 63,5
10) China 10 9.682 15,2% 2,2 25 66,0
11) Austria 9 9.586 3,0% 25 24 68,4
12) Russia 12 8.153 26,2% 1,7 2,1 70,5
13) Sweden 13 6.116 4,9% 15 1,6 72,1
14) Lybia 14 6.000 8,8% 15 15 73,6
15) Ireland 16 5.551 32,2% 1,1 1,4 75,0
16) Algeria 15 5.424 22,1% 1,2 1.4 76,4
17) South Africa 17 4.292 3,4% 1,1 1,1 77,5
18) Romania 21 3.760 12,8% 0,9 1,0 78,5
19) Brazil 19 3.560 -4,1% 1,0 0,9 79,4
20) Turkey 23 3.486 18,6% 0,8 0,9 80,3
WORLD 394.271 47 100,0 100,0 100,0

(*) In 1998 Belgium was classified together with Luxembourg and it was ranked sixth
Source: ICE on ISTAT data
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IMPORTS OF AREAS AND SELECTED COUNTRIES AND ITALY'S MARKET SHARE (1)

(current prices)

WEIGHTS ON WORLD IMPOR TS FROM THE ITALY'S MARKET SHARES
(percentage ratios of countries'
(percentages) (percentagevgruaensg)]es on dollar imports from Italy on countries'

imports from the world)

1998 1999 1998 1999 1998 1999
Advanced economies 75,1 76,8 -0,7 5,9 4,1 3,9
European Union 36,5 36,9 39 4,0 6,3 6,0
France 51 52 59 4.4 9,8 9,9
Germany 8,2 7,9 6,1 -0,1 7.8 7.4
United Kingdom 55 54 2,3 1,9 4,6 42
Spain 23 24 6,0 6,8 9,4 8,9
EFTA 21 2,0 47 11 7,9 7,7
North America 20,1 21,6 4,5 10,4 2,1 2,0
NIEs @ 6,7 6,8 -21,8 49 1,4 1,2
Other advanced economies @ 6,7 7,1 -14,0 8,8 2,4 2,2
Japan 50 52 -17,0 8,0 18 1,7
Countries in transition 45 41 1,9 -6,2 7,6 75
Russia 0,8 0,5 -18,1 -29,5 4,2 3,8
Developing countries 18,6 18,5 -0,5 2,6 3,8 34
Medlle East and Europe 3,7 33 34 -7,3 7.4 73
Asia 7,1 8,0 -12,4 16,0 14 12
China 25 31 -1,3 27,8 16 13
Latin America 6,1 55 6,0 -6,8 3,2 3,0
Africa 19 19 415 29 6,9 6,7
WORLD 100 100 -0,7 30 4,1 39

(1) NIEs do not include Taiwan
(2) Australia, Israel, Japan and New Zealand
Source: ICE on IMF-DOTS and ISTAT data
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ITALY'S FOREIGN TRADE BY SECTORS

(billion Liras)
EXPORTS IMPORTS BALANCES
ATECO Sectors 1998 1999 var. % 1998 1999 var. % 1998 1999
AGRICULTURE, LIVE ANIMALS AND FISHERY 6.980 6.874 -1,5 17.163 16.049 -6,5 -10.183 -9.175
PRODUCTS
MINING INDUSTRY PRODUCTS 838 807 -37 25220 29478 169 -24.382 -28671
Energy products 30 48 600 21.803  26.202 202 -21.773 -26.154
INDUSTRIAL MANUFACTURED GOODS 416261  409.300 -1,7 333346 345620 37 82915 63.680
Food, beverages and tobacco 22236 22822 26 30338 29450 29 8102 -6.628
Wine 4.264 4.561 7,0 387 379 2,1 3.877 4,182
Textiles, Wearing Apparel 47468  44.704 58 20689 20406 14 26779 24.298
Textiles and knitwear 31543  30.019 -48  14.018  13.829 -1,3 17525 16.190
Clothing 15.925  14.685 -7.8 6.671 6.577 -1,4 9.254 8.108
Footwear and leather/hides products 21624 20231 -6,4 7.846 7.650 25 13778 12,581
Footwear 13.746  12.609 -8,3 3.807 4.132 8,5 9.939 8.477
Tannery products 5.447 5.194 -4,6 3.011 2.401  -20,3 2.436 2.793
Leather products 2.431 2.428 -0,1 1.028 1.117 8,7 1.403 1.311
Wood and Cork Products (excluding fumiture) 2415 2.488 30 5.404 5.613 39 2989 -3.125
Paper and Paper Products, Printing and Publishing 9.553 9.319 2,4 11417 11751 29 -1864 -2.432
Refined Petroleum Products 4702 4.965 5,6 5.280 6.079 151 578 -1.114
Chemical and Pharmaceutical products 34778  37.205 70 51671 53580 3,7 -16.893 -16.375
Basic Chemical Products 13.409  13.684 21  26.583  26.467 04 -13.174 -12.783
Drugs and Pharmaceutical Products 9.606  11.424 18,9 10.649 12.411 16,5 -1.043 -987
Rubber and Plastic Products 15710 15518 -1,2 8.627 9.094 54 7.083 6.424
Glass, Ceramic and Non-Metallic Construction Materials 15980 15.759 -14 4.623 4.709 19 11357 11.050
Ceramic Tiles 5.895 5.884 -0,2 148 154 41 5.747 5.730
Metals and Metal Products (excluding machinery 36813 33217 -72 42321 38833 82  -6.508 -5.616
equipment)
Steel Pipes 4.817 3.843  -20.2 1.381 1.186 -141 3.436 2.657
Other Mettalurgical Products 13.073 11773 99  36.037 31028 -139 -26.400 -21.912
Finished Metal Products 17.923  17.601 -1,8 6.284 6.619 53  11.639 10.982
Mechanical Machinery Equipment 87654  85.654 23 31126 33198 6,7 56528 52.456
Specialized Industrial Machinery 25.710  24.312 5,4 8.535 8.710 2,0 17.175 15.602
Machine Tools 9.523 9.321 2,1 4.298 4.334 0,8 5.225 4.987
Home Machinery (including Electric Appliances) 11.201  11.030 -15 1.906 2.146 12,6 9.294 8.884
Electrical and professional/scientific machinery and 41195 41.024 04 54733 59.033 79 -13538 -18.009
equipment
Office Machines and Computers 6.653 6.186 -7,0 13.650 15.019 10,0 -6.997 -8.833
Electrical Machinery 14.807  14.640 -1,1 11545 11956 3,6 3.262 2.684
Electronic and Telecommunications equipment 10.900  11.252 32 18.194 19.549 75 -7.294 -8.298
Medical and Scientific Instruments 8.835 8.946 1,3 11.344 12.508 10,3 -2.509 -3.562
Transportation Equipment 49170  48.096 2,2 52938 59535 125 -3.768  -11.439
Motor Vehicles 18.608  19.380 41 37.228  41.876 125 -18.620 -22.496
Motor Vehicle Parts 15.444  15.136 2,0 7.162 7.835 94 8.282 7.301
Other manufactures 27963 28298 12 6.333 6.689 56  21.630 21.609
Furniture 15111  14.947 -1,1 1.367 1.603 173 13.744 13.344
Jewellery, Gold and Silver 8.082 8.901 10,1 1.310 1.456 11,2 6.772 7.444
OTHER PRODUCTS 2.103 2.144 2,0 3.056 3124 22 953 -980
TOTAL 426.183  419.124 -1,7  378.783  394.271 4,1 47.400 24.853
Source ICE on ISTAT data
Table 6.1
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ITALY'S FOREIGN TRADE BY SECTORS IN THE FIRST QUARTER OF THE YEAR 2000 (1)

(billion Liras)
EXPORTS IMPORTS BALANCES
| quarter | quarter % | quarter | quarter % | quarter | trim.
ATECO Sectors 1999 2000  change | 1999 2000  change | 1999 2000
AGRICULTURE, LIVE ANIMALS AND FISHERY 1.564 1.614 3,2 4.018 4.231 53| -2.454 -2.617
PRODUCTS
MINING INDUSTRY PRODUCTS 158 209 32,3 5,574 12.232 119,5| -5.416 -12.023
INDUSTRIAL MANUFACTURED GOODS 91.353 107.499 17,7 79.232 93.487 18,0] 12.121 14.012
Food, Beverages and Tobacco 4.740 5.105 7,7 6.656 6.669 0,2] -1.916 -1.564
Textile, Wearing Apparel Products 10.497 11.914 13,5 5.282 5.768 9,2 5.215 6.146
Footwear and Leather Products 4.919 5.450 10,8 1.971 2.314 17,4 2.948 3.136
Wood and Cork Products (furniture excluded) 529 616 16,5 1.264 1.460 15,5 -735 -844
Paper and Paper Products, Printing and Publishing 2.062 2.363 14,6 2526  3.337 32,1 -464 974
Refined Petroleum Products 856 1.880 1196 1.025 2516 1455 -169 -637
Chemical and Pharmaceutical Products 8.020 10.277 28,1| 12.199 14.553 19,3| -4.179 -4.276
Rubber and Plastic Products 3.504 4.005 14,3 2112 2.408 14,0 1.392 1.597
Glass, Ceramic and Non-metallic Construction 3.550 3.862 8,8 1.047 1.172 11,9 2.503 2.691
Materials
Metals and Metal Products (excluding machinery and 7.716 8.943 15,9 8.956 11.508 28,5| -1.240 -2.566
equipment )
Machinery and Mechanical Equipment 18.999 21.146 11,3 7.202  8.275 14,9] 11.797 12.871
Electrical and Professional/scientific Machinery and 8.995 11.019 225( 13.062 16.099 23,3| -4.067 -5.080
Equipment
Transport Equipment 10.405 13.210 27,0 14541 15.656 7,7 -4.136 -2.446
Other Manufactured Goods 6.561 7.709 17,5 1.390 1.756 26,3] 5.171 5.954
OTHER PRODUCTS 376 593 57,7 747 781 4,6 -371 -187
TOTAL 93.451 109.915 17,6 89.569 110.729 23,6] 3.882 -814

(1) Due to the INTRASTAT survey system, European Union trade data do not include imports for lower values than 200 million Liras

nor exports for higher values than 300 million Liras
Source: ICE on ISTAT data
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ITALY'S WORLD MARKET SHARES BY SECTORS
(percentages on world imports values)

Gruppi di attivita economica 1995 1996 1997 1998
Agriculture, Live Animals and Fishery Products 2,2 2,2 2,1 2,3
Food, beverages and tobacco 3,7 39 3,8 41
Preserved Fruit and Vegetables Products 6,0 6,2 6,2 6,2
Vegetal and Animal Oils and Fat 3.3 3,8 3,0 3,0
Dairy Products 3,7 4,0 3,9 4,2
Milling Products, Starch and Flour 3,8 4,0 3,9 3,7
Beverages 8,6 8,9 8,6 8,3
Textiles and Knitwear 8,6 8,7 8,2 8,1
Textile Fabrics 11,7 12,0 11,9 12,3
Knitting Fabrics 8,2 8,2 7,7 8,2
Knitting Products 8,9 8,8 7.4 6,8
Wearing Apparel 71 7,7 7,0 6,7
Leatherwear 4,7 55 51 5,9
Wearing Apparel and subsidiary (excluding leather and fur) 7,2 7,7 7,0 6,7
Footwear and Leather/Hides Products 15,0 15,4 13,9 14,2
Footwear 15,3 15,3 13,7 14,1
Leather 20,5 21,7 20,1 21,7
Travel Articles, Bags and similar 10,1 11,1 9,8 9,0
Chemical and Pharmaceutical Products 3,7 3,8 3,8 3,8
Pharmaceutical products 57 59 59 538
Synthetic Fibres 5,6 53 49 53
Rubber and Plastic Products 7,2 6,8 6,5 6,6
Glass, Ceramic and Non-Metallic Construction Materials 12,1 12,2 11,8 12,2
Glass and Glass Products 6,3 6,1 5,8 6,2
Ceramic Tiles 53,2 52,9 50,3 50,1
Marble 37,9 37,4 36,5 36,6
Metals and Metal Products (excluding machinery equipment) 45 4.6 4,2 4.4
Pipes 10,8 10,8 9,7 9,4
Mechanical Machinery Equipment 8,8 9,5 91 9,3
Specialized Industrial Machinery 8,1 8,9 8,8 9,0
Machine Tools 8,6 8,9 8,6 8,9
Home Machinery (including Electric Appliances) 14,6 14,5 14,0 14,5
Electrical and professional/scientific machinery and equipment 21 2,0 18 18
Office Machines and Computers 21 1,7 12 12
Engines, Electrical Generators and Transformers 35 35 3,2 35
Lighting equipment and Electric Lamps 7.3 73 6,9 6,8
Electronic Valves, Cables and Other Components 1,2 0,9 1,0 1,0
Broadcasting Equipment for Telecommunications 14 14 17 19
Receiving Equipment for Telecommunications 1,0 11 0,9 0,9
Medical-Surgical Equipment and Orthopedic Appliances 29 2,7 2,7 2,6
Optical Instruments and Photographic Equipment 4,7 53 4,8 4,6
Motor Vehicles 3,6 3,6 3,3 3,3
Boats 15 1,8 2,4 2,5
Bicycles and Motorcicles 10,3 11,3 10,8 10,6
Furniture 15,3 15,1 13,5 13,3
Jewellery 9,7 10,0 9,1 9,2
Music Instruments 49 53 4,3 4.4
Sporting Articles 4,2 4,2 3,8 3,9
Games and Toys 2,6 2,3 1,7 1,6
TOTAL 4,3 4.4 4,1 4,2

Source: ICE on UN - COMTRADE data
Tahle 6.3
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PRICES AND QUANTITIES OF IMPORTS AND EXPORTS BY SECTOR
(percentage changes, in 1999, for exports and imports; index 1995 =100 for quantities and relative prices)

RELATIVE TERMS OF
EXPORTS IMPORTS  QUANTITIES@) _ TRADE (2)
ATECO Sectors average average
quantities unit quantities unit 1998 1999 1998 1999
values values
AGRICULTURE, LIVE ANIMALS AND FISHERY 0,9 -8,6 0,9 -7,3 86,6 92,4 118,7 117,0
PRODUCTS
MINING INDUSTRY PRODUCTS 04 -3,4 04 16,4 89,0 88,4 110,7 91,9
INDUSTRIAL MANUFACTURED GOODS -1,7 0,0 53 -1,5 93,4 87,2 104,3 105,9
Food, beverages and tobacco 4,1 -14 -0,1 -2,9 99,8 104,0 109,7 111,3
Beverages 8,0 -0,2 1,3 24 80,2 85,4 1247 121,6
Textile, Wearing Apparel -6,5 0,8 31 4,3 90,5 82,1 103,8 109,4
Footwear and leather/hides products -7,5 11 1,9 4,3 78,2 70,9 106,7 112,8
Footwear -10,4 2,2 94 0,8 74,8 61,3 99,8 102,8
Tannery products -1,4 -3,3 -9,6 -11,8 96,3 105,0 108,6 119,1
Leather products 5,9 6,2 6,2 2,3 51,9 45,9 118,3 122,8
Wood and cork products (excluding furniture) 7.9 -4,6 3,8 0,0 102,7 106,7 102,7 98,0
Paper and Paper Products, Printing and Publishing 1,7 -1,7 0,6 2,3 100,3 101,3 108,1 103,9
Refined petroleum products -8,3 15,1 -2,5 18,2 147,5 138,8 99,2 96,7
Chemical and pharmaceutical products 4,8 2,0 4,0 0,4 107,6 108,4 96,4 98,7
Basic chemical products 2,2 -0,1 4,0 -4,0 110,2 108,3 92,1 95,9
Drugs and pharmaceutical products 12,7 5,6 4.4 11,7 97,7 105,4 97,4 92,1
Rubber and plastic products 18 -3,0 6,3 0,8 96,0 91,8 99,9 97,7
Glass, ceramic and non-metallic construction -1,9 0,5 14 0,4 103,1 99,7 101,1 101,2
materials
Ceramic tiles -1,3 1,0 -5,0 9,4 116,5 121,1 92,8 85,8
Metals and metal products (excluding machinery 2,7 -4,8 -1,4 -7,0 95,2 94,0 106,7 109,2
equipment)
Steel and iron pipes -15,2 -5,4 -7.4 -3,6 106,8 97,8 95,8 94,0
Machinery equipment 2,7 0,5 4,2 2,3 87,6 81,8 108,9 106,9
Specialized industrial machinery -4,0 1,0 14 0,7 81,7 75,5 113,4 113,7
Machine tools 2,7 0,5 -3,3 4.3 84,9 85,4 108,7 104,7
Home machinery (including electrical appliances) -1,0 -0,6 13,9 -1,1 100,6 87,5 94,3 94,8
Electrical and professional/scientific machinery and -0,6 0,2 9,5 -1,4 88,6 80,5 101,4 103,0
equipment
Office machines and computers -12,5 6,3 11,3 -1,1 57,8 45,5 107,4 115,5
Electric motors, generators and transformers 57 -4,0 0,5 2,3 105,0 110,7 106,6 100,1
Transmission equipment 2,6 6,1 9,2 7,4 88,2 83,0 104,6 103,2
Medical and scientific instruments 2,4 1,7 12 5,0 82,6 79,7 91,8 98,3
Transportation Equipment -3,5 14 14,5 -1,8 84,6 71,3 100,1 103,3
Motor vehicles 2,7 14 13,3 0,7 71,1 64,5 94,9 96,9
Other manufactured goods 2,1 -0,9 43 1,3 87,6 85,7 96,0 93,9
Furniture 0,5 -0,5 11,5 5.2 73,5 65,5 103,7 98,1
TOTAL -1,6 0,0 5,0 -0,8 94,4 88,4 105,0 105,9

(1) indexes' percentage ratio of quantities exported to quantities imported
(2) Indexes' percentage ratio of exports' average unit values to imports' average unit values

Source: ICE on ISTAT data
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FOREIGN DIRECT INVESTMENTS BY SECTORS (1) (2)

(billion Liras)
SECTORS 1995 1996 1997 1998 1999
FDI inflows to Italy
Agriculture, forestry and fishery products 9 49 56 27 33
Energy products 215 -262 51 -168 -7
Industrial manufactures, of which 3.361 955 2.040 1.761 3.804
Minerals ande metals 58 102 255 122 954
Chemicals 264 -282 73 83 660
Mechanical products (3) 1.845 668 247 1.274 796
Food 439 75 220 172 652
Textiles 209 133 151 42 475
Construction and Public Works 52 63 16 77 281
Tradable services, of which 3.787 4.089 3.466 2.560 8.975
Commerce 276 162 391 255 963
Transports and Communications 74 311 199 -527 1.358
Insurance 1.343 2.488 1.280 1.591 4,141
Total (4) 7.402 5.211 6.001 4.265 13.102
FDI outflows from Italy
Agriculture, forestry and fishery products -68 42 75 417 -47
Energy products 572 1.585 2.013 1.003 4.516
Industrial manufactures, of which 1.863 1.994 5.176 2.983 9.405
Minerals ande metals 933 211 515 353 1.112
Chemicals 499 425 812 -23 773
Mechanical products (3) 202 560 2.118 1.647 4.805
Food 40 182 557 341 997
Textiles 167 258 578 433 339
Construction and Public Works 151 134 92 42 341
Tradable services, of which 5.978 4928 9.464 13.950 -6.250
Commerce -36 663 387 472 1.398
Transports and Communications 283 293 56 1.499 600
Insurance 5.455 3.669 8.277 11.657 3.292
Total (4) 8.915 9.542 17.362 20.372 7.975
Balances (5)
Agriculture, forestry and fishery products 77 7 -19 -390 80
Energy products -357 -1.847 -1.962 -1.171 -4.523
Industrial manufactures, of which 1.498 -1.039 -3.136 -1.222 -5.601
Minerals ande metals -875 -109 -260 -231 -158
Chemicals -235 -707 -739 106 -113
Mechanical products (3) 1.643 108 -1.871 -373 -4.009
Food 399 -107 -337 -169 -345
Textiles 42 -125 -427 -391 136
Construction and Public Works -99 -71 -76 35 -60
Tradable services, of which -2.191 -839 -5.998 -11.390 15.225
Commerce 312 -501 4 -217 -435
Transports and Communications -209 18 143 -2.026 758
Insurance -4.112 -1.181 -6.997 -10.066 849
Total (4) -1.513 -4.331 -11.361 -16.107 5.127

(1) Difference between investiments and divestiture

(2) Classified on the Italian recipient economic sector, as far as FDI inflows are concerned, and on the foreign recipient economic

sector, for FDI outflows
(3) Transportation machinery and equipment

(4) The total figure includes non tradable services but not the housing sector and banking services, in contrast with the balance of
payment capital account published on the Annual Report of the Governor of the Bank of Italy
(5) Difference between FDI inflows to Italy and Italian FDI outflows

Source: ICE on UIC data
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REGIONAL DISTRIBUTION OF ITALIAN MERCHANDISE EXPORTS
(percentage weights at current prices) (*)

1998 1999; 1999 1999, 2000

. Isem. llsem.: |quarter
NORTH and CENTER 89,7 89,9! 90,1 89,4! 89,6
NORTH WESTERN ITALY 42,7 42,15 42,2 42,05 43,1

1 1
Piedmont 12,3 1200 12,2 11,81 12,4
Valle d'Aosta 0,1 01! 0,1 01! 0,2
Lombardy 29,0 28,7 28,6 28,71 29,2
Liguria 1,3 1,3! 1.2 14! 14
NORTH EASTERN ITALY 31,0 31,75 32,2 31,25 30,5
Trentino Alto Adige 17 181 18 18 17
Veneto 13,9 14,6: 14,8 14,3: 13,2
Friuli Venezia Giulia 3,7 3,5: 3,4 3,7 ! 39
Emilia Romagna 11,7 11,9 12,2 11,5 11,7
CENTRAL ITALY 16,1 16,0 15,7 16,2, 16,0

1 1

1 1
Tuscany 8,0 8,11 8,2 791 8,5
Umbria 0,9 0,9, 0,9 0,9, 0,9
The Marches 31 2,61 2.4 2,8, 2,2
Lazio 41 4.4, 4,2 47, 4,5
MEZZOGIORNO 10,3 10,1, 9,8 10,4, 10,3
SOUTHERN ITALY 8,0 78! 7.8 76! 75

1 1

1 1
Abruzzo 1,9 18, 1,8 1,7, 1,7
Molise 0,2 02! 0,2 02! 0,2
Campania 30 29! 29 29! 2,8
Puglia 2,3 23! 2,2 2,31 2,2
Basilicata 0,4 0,5, 0,6 04, 0,4
Calabria 0,1 01, 0,1 01, 0,2
ISLANDS 2,3 23! 2,0 26! 2,8
Sicily 1,6 16! 14 1,7! 1,8
Sardinia 0,7 0,7! 0,6 09! 1,0
ITALY 1000 100,01 1000  100,0!  100,0

(*) The item "Various non specified provinces" has been removed

Source: ICE on ISTAT data
Table 7.1
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INTERNATIONALIZATION INDICATORS FOR ITALIAN REGIONS

¢ Degree of

Degree of Exports per Degree of Degree of con?:gg'[faetign of concentration of

A d . export person GDP openess to forei foreign firms

feas and reglons concentration employed (2) Concentration  foreign markets oreign d with
1999 (1) (million Liras) 1998 (3) 1998 (4) p‘:’t'c'pas‘e Italian

irms (5) participation (6)
NORTH CENTER 89,9 78,3 75,8 110,4 88,3 95,6
NORTH WESTERN ITALY 42,1 83,8 32,3 110,0 51,1 57,9
Piedmont 12,0 78,1 8,6 115,7 13,7 16,4
Valle d'Aosta 0,1 55,4 0,3 72,0 0,3 0,0
Lombardy 28,7 89,6 20,2 114,3 34,9 36,0
Liguria 13 49,2 3,3 48,8 2,2 55
NORTH EASTERN ITALY 31,7 81,8 22,8 121,1 23,5 27,6
Trentino Alto Adige 18 73,3 2,0 103,0 2,6 0,8
Veneto 14,6 78,3 9,4 122,5 8,5 11,6
Friuli Venezia Giulia 35 107,1 2,5 158,9 2,3 1,8
Emilia Romagna 11,9 82,0 8,9 113,8 10,1 13,4
CENTRAL ITALY 16,0 62,3 20,7 95,3 13,7 10,1
Tuscany 8,1 77,8 6,6 118,4 50 3,8
Umbria 0,9 37,7 14 64,4 1,3 04
The Marches 2,6 46,3 2,6 107,5 15 2,6
Lazio 4,4 60,4 10,1 69,7 59 3,3
MEZZOGIORNO 10,1 28,2 24,2 60,9 11,6 4,1
SOUTHERN ITALY 7.8 324 16,4 61,1 9,5 4,0
Abruzzo 18 50,5 19 94,1 25 0,3
Molise 0,2 28,4 0,4 57,8 0,5 0,1
Campania 29 35,8 6,4 65,5 3,9 2,7
Puglia 23 27,8 4.8 55,6 1,6 0,9
Basilicata 0,5 38,8 0,7 63,3 0,7 0,0
Calabria 0,1 4.8 21 8,7 0,3 0,0
ISLANDS 2,3 26,4 7.8 39,6 21 0,1
Sicily 1,6 24,7 5,7 38,1 12 0,1
Sardinia 0,7 31,0 2,0 43,7 0,9 0,0
ITALY 100,0 67,8 100,0 100,0 100,0 100,0

(1) Percentage weights on national exports
(2) People employed in agriculture and manufacture (excluding construction) in 1999.

(3) Value added at factor costs of total 1998 economic activities. Percentage weights on national total.
(4) Ratio of Regions' degree of openess on foreign markets to ltaly's degree of openness on foreign markets. The
degree of openess is calculated as the ratio of exports to the added value at factor costs in agriculture and manufacture

(excluding construction). The index is a measure of the Regions' orientation to foreign markets
(5) Percentage share out of total Italian industries plants with foreign participation as of 1.1.1998.

(6) Percentage share out of total foreign direct Italian investments as of 1.1.1998, by region of parent company.

Source: ICE on ISTAT, Istituto Tagliacarne, Database Reprint R&P data

Table 7.2

66



COMPARISON OF ITALIAN ENTERPRISES' INTERNATIONALIZATION FEATURES

OVERVIEW
(average revenues and turnover in billion Liras)
1994 1995 1996 1997 1998 1999
@
EXPORTERS

Number of exporters 173.339 181.286 182.854 180.352 182.684 168.638
% change compared to previous year n.d. 4,6 0,9 -1,4 13 -1,7
Average export revenues 1,8 2,2 2,2 2,4 2,5 24
% change compared to previous year n. d. 19,6 2,0 7,1 3,9 1,6

Number of investors (2)
% change compared to two years before

Number of participated companies
% change compared to two years before

Average revenues of participated
companies
% change compared to two years before

PARTICIPATION IN FOREIGN INDUSTRIAL ENTERPRISES (*)

n.d.

793
13,1

1.950
14,1

88

8,6

n.d.

867
9,3

2.034
43

92

4,6

n. d.

n. d.

1.000
15,3

2.350
15,5

100

9,0

(1) Data is estimated for participation in foreign industrial countries. Provisional data for exporters

The change in the number of exporters and in the average revenues has been computed on provisional 1988 data

(2) In this table investors are considered as individual companies and not as groups

Source: ICE on ISTAT, CNEL - R&P - Politecnico di Milano data

Table 8.1
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COMPARISON OF ITALIAN ENTERPRISES' INTERNATIONALIZATION FEATURES
BY DIMENSIONAL BRACKETS

(distribution and percentage ratios)

io of
Exporters (all sectors) ) i ) ) revenues Eﬁﬂﬁﬁm
Di ional brack Italian enterprises with foreign £ X
(elmensmna rackets industrial participation 0 en?erprlses
ployees) number participated  with FDIs
companies to exporting
number revenues firms
1001 1997 VAU 1997|1901 1097 YA€ 1997 1907
change change
1-49 91,4 92,6 12 31,8 12,3 20,1 7,8 0,9 0,2
50-99 4,6 4,1 -0,5 11,7 12,5 16,8 4.4 13 2,6
100 - 249 2,3 15,7 17,9 22,1 4,2 1,7 6,1
35 -0,6
250 - 499 0,6 9,7 15,7 14,4 -1,2 2,4 15,1
500 and more 0,5 0,4 -0,1 311 41,7 26,5 -15,2 93,7 447
Total 100,0 100,0 - 100,0 100,0 100,0 - 100,0 0,9

(2) In this table investors are considered as individual companies and not as groups, however the sizes are those of the reference

group

Source: ICE on ISTAT , CNEL - R&P - Politecnico di Milano data

Table 8.2

EXPORTERS AND RELATIVE EXPORTS PER REVENUE BRACKETS
(provisory data, revenue brackets by millions of Lira, values and average revenues in billion Liras)

Exporters Value Average revenues

Annual revenues brackets

1998 1999 9% change 1998 1999 % change 1998 1999 % change
Up to 150 101.910 100.023 -1,9 3.244 3.179 2,0 0,032 0,032 -0,000
150 -1.000 36.209 35.795 -1,1 15.673 15.484 -1,2 0,433 0,433 -0,000
1.000 -5.000 21.295 20.970 -1,5 49.022 48.721 -0,6 2,302 2,323 0,021
5.000 -25.000 9.459 9.265 -2,1 100.253 99.036 -1,2 10,599 10,689 0,091
25.000 -100.000 2.155 2.125 -14 97.708 96.898 0,8 45,340 45,599 0,259
100.000 and more 446 460 3,1 145.348 147.585 15 325,892 320,837 -5,055
Total 171.474 168.638 -1,7 411.248 410.902 0,1 2,398 2,437 0,038
Pro memoria
Other operations (a) 9.516 8.222 -13,6
(a) Exports by non-identified operators
Source: ICE on ISTAT data
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ICE’S BILLED ASSISTANCE SERVICES

number (%) revenues* (%)
services 1998 1999 1998 1999 1998 1999 1998 1999
Search for business counterparts 14483 11282 42,7 40,8 1.275 1.002 13,1 8,9
Customized services 4829 5329 14,2 19,3 5.683 7.816 58,2 69,2
Subscriptions to services 6825 3589 20,1 13,0 1.329 1.243 13,6 11,0
Confidential information 3760 3570 11,1 12,9 473 430 4.8 3,8
Market surveys 2176 1876 6,4 6,8 90 96 0,9 0,9
Debt collection 424 645 1,3 2,3 25 40 0,3 0,4
Others 1396 1373 4,1 5,0 887 663 9,1 59
Services Total 33893 27664 100,0 100,0 9.762 11.290 100,0 100,0
*million Liras
Table 9.1
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