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Abstract

The 2008t tUr nenndtitaHe ensui ng haepencompitce dr eMeedsi stie

econo@Gi esc ¢, |l t aSpyai Rpirtt o gfall e dd reak pdloeebdit gr owt h m
Those countries i ntmaoidalcyesdioshtaibnegur ofmar Eé€br mk e x
fisawaslt eri ty, aimed at fosteredgtchemggamawi tomae®
the | eading counsturcyaeishs tthee mpu iode pxptorftorl ne ad cn
chapaeerf,odthe omai n deetxepromimpentids i vfeness i n Medi
(namel vy, ppircee amcd mpendampaerneesshesaendeconhomi e
Met hodol ogical |l vy, we make wuse of t hrienet brrefei n

subperiods ci2WerBi ng ntelsepraln® & ,h et hpeo-ectripssirss od h d
we study the manufactur i ngt escehcntoolro gh;yc adn\fiefnetiraee)r
adoaptsubsystem apputomwth. 4 Wa It \niem ¢ ntpruat , al t hougl
hebeen reducedi f feisre gkha thli cppnitcee andmmemai hg gena
it is not -tleicnhi tdReadd thaomr shtilgdhbn a furt her season o
bal anced and coordinated macr oeconomic pol i«
Medi terranean countries.

1. | nt raaorddichia okngr ound
After tietbrs@® 0& Griest stReec efssuronMediimamealye a
Greece, | t abpaiii Anprl teungallt eadndd set nbéenditngbeorab

external ,andh&lyamcses i onkeddfgonmwbhdmobddel ed owvae d
These reforms somehow imitated -19h209nteB0 @ | mi
whilcdtdhe country t o -laednegrcoawtth kpastetneerkxm.bk Hh ey n
profound wage devahamtunnait tlhaabto ®irr ecwods ttsh & nUcLoCn s
of ts adiftiiscrad!l conser v a tweeskr oderk @ mPrl uxsteh & dnu &. b

Throughewtprsi s expamsieencar,y PPp adugsdpll aayredd hi gh
rates and rapidly reduced unempl oyment. On th
anldi memed oyment <creation. Hofeever Medheetradea
det er iovmahtpeed,ieaxdhi bai tnenggati ve rel ationship betw
economic growth

The mainstr eocafnf eer€epdnpaya & i iome Pol itto ctalH i cEechorneoendy
omnhe evol udommetoift ipremesshantiMedet atrapreblbCsgar
(sometl meserr é&d xted a:mr ket | aobsadmpnatweage bar ge



(Molainkidhodes, 200 %a; .Ththeiiz® Z )at ure provokes uncol
in the sheltered and expasedIt®dach od eti eproiiocrentt d
competitiven@ersmany ico nk nioeogotr d iom a tbed ndgwi rd khe tt heec
instituttonawageolhr o wt hp atthtaenrkgsawtax eigset t i ng sy
exporting sectwagesehtitkhehse rfparc e of ot he economy)
producers to prese(fTVraylrer elenc oardbceiptiiz@v & besr e

process, Germany experi entchealt seauad lecxwngmb
unempl oyment , and a decrease in international
principatesgcotliiadn ctad t hweagge pbreovmll et heoap hbeagreas
deregul ation of the industrial rel atiBbacsc asryst
anBenass) TheOtdnsefgueéemese i nstwetrset Tt angha ffoeraw:
di vergencempetptieeness that i mplied a sl owdc

i mports for MedwheftoBaneamany e @tvhest egrgii \ngmr o wtf h
anidncreased much.Tnhoersee Woarsmendaicmp bt €d aféeée@erot he
when nominal exchange rates bé@tovhenasmRéenhaneu2 0k
He prmeildut t err, 2018)

A compl ementary exIip@PRk altii ©amnaytawreen, @wtgaerylnye si an
schoilltaod st he appearance of e xt & oo aokne $crabpailtaanl c ef

Essentthalddgopti on of a single currency facilit
economies (i.e., the t\ieednt extr aokahi gheddmeIThu
| arge rates of return in the construction sec

public and pr{S8Saocekhageé®e dz2@s R 019

The outbreak ofi mphlei eedc otnhoemihca Ictr ilosfidsc e @0 naarhd etsihf
el imination of a centr al( K°ohaln&itad d kohha noni € ht ehne2i Or 2
out put growth rates becamesbegpingchaele Wrdmmli o)

turned into surpluses. The response® offqE&iur e |
|l i beralization of Mediterranean | abour mar ket
t he goal of rebalancing taned rp ogmpoeviti ht nnvdedmael sss sbey
the European institut iaonpdlitflbye ;migertaetsht eoro mttheaonn t n
[

tto chka mmer , 2016) .

Ten years after the i mplementation of such po
i ncome per capita and empl oymerctal dredwt &f, e ceandde
Southern EurdHewevearolrst railasdne sser u@o urtarti es hav
transiti ominagplaectiwagmdewe hdhe HWwostsi s expansi ona
characterized by a positive relationship bet\
bal ance.

| $ eeansear that wage restraintiamdotviesdtea raidtey bpa
through the coll apse i n ddmeadl.i, K °2ddBdoaknhda nammedr |, i
2022) . However, it is quite disputed the effe

1Spain and Portugal recovered the 2008 production | ew@elsi g$cor
producti omouBmekts, yatut horsé calcul ations)
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e X powhtisl.e some aut horcompeitntti vetnetslsat sprai key
ot hers heolrd ctehdtactom s, such as gqoufail ridlissdt rti éoaultn

chanammedar keti ng strategies, among others, ar e
According to themstasamg tshbolGar man growth mod
of internal devaluation is futile sinameoBGBer ma
price .fea.c,toirtss duperior industrial S$§mecedtalailzat

20 13t;oamdlaast epaleé i2 0all5.a2p n2e0t1 8a;1; . GHeZaOn®Draol @ .202 3
Ther eafcocroer,di ng to this vi-eewd ghewMbdi s6e mmadem

constraining domestic demand, and it 1is rathe
This chapterés goal i's to investigate the key
and after t hearcdoenaparRe ctehsesmh owmi t h Ger many, t h

perfor mance and pol,iwey diesftoirnngsu.i sTho bap wisma

competitiveness factors and st 02dOyl 8t hpeenrri oleleg o
manuf act u(rtirnagd sstelceg ocommodi ti es are,pwaddaocimi nant
di saggr egagreodh pisntteoc hfnooulrofgu ctath easmdmeag st €. appr oc:
i npwtt put anal ysPiassiinsetamp | adywe/d3t u Moint VL& 8 pasltltain d
omestic activities that contridwfuteinal remahbuf
ommo dairtei ecsonsliner kg swiago,l stihted ydsomes éeéi ¢ val ue

onsidese chahnelhd cmhmoméidgct uring and service
ontribut g@d otwlbohhiex pnoeratns t hat the indicators |
ntegrated.

The chapter is ®rcgd@amenz edws st i eolflficetwesr calt wtrieo na nad
trade bal ance iansdiwegltrloarcasd otbbneptemaiSre v e pees8nt s t
structure of the manufacturing fsorexwwwsbheottulg
cosédmpetitiveness and illustrates the evol uti
pri ce tfhaec tcoornst krfi cowltierddgencsfi ve business services
of ex peoxratnsi)mel &ebctll ant il @cno nScelcud e s .

2. The state of the art
As reported iof thei s$nzhaeluetvamin strand of | it

message that Me dfid lelravaence amhae o Gémmaedt omwaad alsd ac
exploed gregiathd er the turn of t he Eglr olxain efiisn e
Accordi CREtiel dhef t heqgMedy t ec hanea abhy miordeedlo ridsi n
wage bargaiirmi ng,kewtlyi cthd ap i o dcsatchegmb pirneales e gner t
compet i.tTihvosmretsrsa stthse wsiatghei ng system oonfii eso olridki
Germany, wberentegomanufacturing industries s
econwimyh therseeeagoesoonfpet it i veness.

The transitionl edwamodesl amaidn iphaigdhagsii ened y and
reforms in the | abour market, aimed at reduci
to promote internal d e vGrl eueactei, 0 nPSw e riuey ,arl avgaiinddley t

Fonixdepth discusanRinal 3slfez0Herrero
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| onger3Aicrt olrtddalnyg. t o t hiesf fvd cetweirvraelltyt ® @ md agderedsnb
lookiamg macr oec,ontomarce daartea reasons to argue th
i mportant r oliret hiins trheeg trredcllp. vieénPgi2c at e t hat t he
of the balance of goods iamdt fsoeripsei ssETewdo.i rpoori end ss
howedes gravd i cul ar | atvteesnttingasp i wlge n

First, whi |l e recogni zing t hat t he trade bal
Medi tecopanéeéanes, Btruswihampaérppreinetdo t e p avrpatrdl
This wil| be of hel p 0anuaicopédureixmprwhatn hare e
contrast to whasti nexttastdt sadp |l lyabacaeese of | o
on | owerf laggtdalvs ty

Second, it 1 shadsteielnl tdhreclaemdlre cwlbd tp c cdmp evti intgi veexmp
Despite the process of internal deval uati on

Medi terranesamec chiamdy iecssdgb ad heer odpe i c¢fe ghuaacht oarss
productf sqgpalistyctheéei oompaysitnonnobéregpdbrhng for
promoting export.

To deal with t hesfei saércguimeemd esd s tihref it py@é sSsd retp ss o

trends i n ,axpoiptecosteampdrtoveGesmany and Medite
(Section 2.1). Having those trends in mind, w
prianea -pnroicenpet i ti veness in shaping export (Se

2.1 Trade balance and price competitiveness
We now present some descriptive evildre ntchei & osre d

our figures represent the evolution of trade

The rdaftear t o t-h@kl &.er Meotdh ddd@Igatghirdead | syu b pweer - od s,

2008 (-drhies ipy es u bB2p0elr3i o(dt)h,e 2c0r0i9s-281Ppefibd)reaande
I n depicting the evolution of price competit:i
r e afl e cetfi ve e x c h abnagsee droasiinenra{l REE R 0 tRrE EQRQ s ta n(dU Le& |
priceREERPI There are reasons to argue that
international competitiveness frreemetche vegobdiyntr
i mportant component of cost (ULC) and t® good

3 The CPE literature mainly refeto a generalized decentralization of wage bargaining and deregulation of employment protection
legislation for operended contracts with other specific measures such as the regulation of temporary employment or the reform of
unemployment protection (seailBoneandTassinari, 2020).

‘Bycompatghe 12008 wi ti2 Otltee p26fGigng t hat i(i10.80cteaded8fi oamGreece,
in Italy, from 0.00i®0598.988 1nl®Pornhufpadinabdedroyn averages i
By contrast, the consumer price index and the GDP deél ator
domesti cFoercoan odmys.®atseri nasi Mel oBD282018) and Kei l (
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Given the fact that it -lreedprgesoemtths, awveb esntcalrma rbky
for GeTheaxpart s harcea elmsgateyi gi 8 period) (famam
contrtitbhleéiestehe trade bal anceda heppd oé & NnTh:e atsi @&
whil eappri oxgi mateedd&ix pidm tmhhBeO O ist e a ¢ h e dp ead3klr Powiesrt
bef ore the oultThhroe a&kotadeunrtditseeacl ocnrbiisniast i onowe whbr fahjy
depr eci dJiLIGOEER tdheeb yachaouétd per cent m.g@.opo ilMt9b6 t o
while a | ower (but signREERafaboudtr opS5opcpryed
trend of the Iwatht eerx pwarst gawnidt ei nfploartt, shares st
respectively, with the ensui ng20alv2e rpmerei otdr.a dlen
year s, however, we see alsoida medecrokis® daeprt d
REERNCTr eadveoditbpyl 0 p

We now move to MediettennwiaBk aadepurmbreyt edbypayghbd

criisi ¢ eirnntsonoef | oss. Here, we dooheexppwhadoei ea & hy
crisis period: by contrasti,n t)i%d XiB&a 20 @ t &ax p b
most significant | heré¢asachxpéri bNomeneeheoeys u
of mpowatss systematically above that of export,

the peri odPrbitedioe eo 2I0IWB8e ak of -lt2hewdreek arriesals
that rangeksofXPREER) pt. P oIt REER heme dri si s i m
dramatically priwethbhompeéet oipn otehReEkEdRiEamd At p2p. p
i hhleL  REERhe bal ance of trade appproadhedt draak
i ncrease mn2 2¥%ptoad t3 K riieni & hpee rpioicmp  mvthgl cdh , d hopve
i's situpdeaemdsmendi ahely after the crrecsgnst,| ywhil e

The case of Spain is different since the trac
started deéat9@mi admuat it migmmoTrinteccpra@siewadt character
asi z eaapbplreeci at i omoti aabhiey,RIEEResr tha sXePd nam balb@ diatn d
17 p.p. froml §469bnt bchrki®sOiBsa spegr itchde coi nci ded wi
depreciation thatowehpwretvepri déesd-RIMmEORdeeadt i nhe
infl agfooenaey (+20 p.p. in 2018 compared to 19¢
t he REERt hUaLsCe de xopner i ent @ dptapidse celviindeen(beghedi c a
competitiveness di d not transl|l aft e exmao ot eldi g
Not wi t hst,antdhien ge xtphoartt 1sOh% rien idmhiers epscs sgitebr ivnoadd a

stable import share tanmronemdo BOI iadateerd 2t0r0a8d e

3% GDP.

Por ttuaggoalexperienced a signi fi canrtcoappri ecc iaantdi dr
turmophrttidalIGQAEERNCr eased by-crni5$%i s npdrhieo do.r eNo
appreciation wcaosn s In a lenveePar @ R enn t h-er ipsoisst peri od
competitiveness expernilenciefd aagisreisrsEndandeasembdi | €
remairreilmg i vied sye st ltehep XPal | el | the export s
2009 (27%) to the | ast yearmpoafbygt hceo mstuampet es t(vadd
oveiln me (a0t r Bl@fee export expecri escsdp grgibed d
bal ance otfhet rlaadtel @80 wasctralsd ptr e g e, whil e reach
recent times (1% in 2017).
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Final Imerilttsaal ypeci betdhrq Mend iyt e croamel@ayk hi lan t ed

ext esrurapll s 20OPor i n detail, the -®D@&d anzredodulst
in breakeven whehnt hi,g ctrmagti wh aopuptebrreodk ei.n c omb i
appreciation of the real exchange rate: even

the bienadumMiA®O®t 15%), we see a significant |
1d.psingasdlesl | ambdBpt psiexgport pri-creisgi.s Ther podt
wagot char akih@pti zed oy mpeevteint itvledle@RE ERh @ mal s

moderatak depBepi pat i apepxrpooxritmaptreilcye)s coAti hbheds
time, the balance of trade i mproved after 200
under steaotdsngut for a sustained surplus (up

Spain Italy

60

2019 —
2019 -

Portugal Greece

60

2019 —
1995
1998
2001

2004
2007
2010
2013
2016
2019 -

— ULC-REER  —— XPI-REER

FiguPei 8e competitiveness gap with Germany
Capti ofni:gulrhee depicts the gap in price ¢(@mpetitvievgrags s r
| ower price competiti)veness compared to Ger many

Source: AMECO, authorsd calculations

The combined effect of a real appreciation i
Ger many opened caosspmadl eogppet ihi veness. Usi n
assuming that in this year the economies sha

competitiveness gap as the difference bet ween
Ger mésge Figure 3). As for ULZC, the highest
both count rcicessb,mpteitd tgavpenierss peaked at about ¢

declined | ater (up to 20 p.p. for Greece and
for Spain and Portugal, as it reaichedea@mplr oxe:



to 20 p.p. for Spain, and 25 -RERRsfothé&ogapg

competitiveness with Germany is gener®&EER)I ow
does not exhibitcaiconsr pectr @8 i ntindieeapload 20
35 p.p. in Spain and 40 p.ag.t eirn ZloteadBloyn,l ywiptahr tn
is Greece, where the gap in export prices rea

to 2658P1P.

With a certain degreet oofa geinfefriatd e d yn emtna atag u
significant i ncrfeeasteuri end talel eMeidnr ttte heeh aps@ssin peEo |
Thctcentri butienightto biah a wehassef etvmd dift@voes/epp @l sed

bw sl oweirmpdHecttalbfy, evidence i nMdcciatteerso & héead n d s

(GreegcPort Sgpgali nanexperienced an i mportant dec
internal defl ati on, howendgeop dhdergpat)ppdbtes
through from | akcwr reas Béyoepri ces

Against this backdrop, wha't remains stil/l del

(relative) rwehaeln degrueg aieat,i am, pr omot i nTgo Mehdiist
specifithhapbeéstel evancebwdct @oms cec @gmpacree de It eomennc
driving iexpbevwot ed-stelee i oml. | owi ng sub

2.2 The debate on thprretevaotersf price and

Regardi mgothfanpeeintpeet i ti veness in boosdebagt e x|
concekBwmrimmean countries,03t d atsh a epcoeitnttl ytshsasta 1 Teothb
how decisive prices and costs apei ted(ffE)bor t
Twomaipnosi haweasedgeOn the one hand, some author
competitiveness haavwa hvjadghee iend d cartti ompe rifnom asnme Ic ¢,
i n containinerdxpaosr tPeairnt dich) eo tghcedroul hadr asdt | hi en erHoel re
nopriecleemenompared to costh @ommet i higv eenxepsosr t d
recovery.

The debate omptothebmmeiacveonod oompetitiveness
estimati ornf amfd etd mesttpercipcbep t ath € y s e nosfi teixvpibtayh g € ® i
price is relevant for the discussion oncdadte gl
andrice elasticities indicate that policies of
of i nternal demand) woul d ee/fefne catti \{éhley adbdessmtmnioat fe
the distri bfurtam nwadgeanndcootnger iofmcit sase the pol ari

I n the CPE familayRonht wosda&s, (Bateéprargued that
mai nl y-qufal hitgh (but standardi zed) masansicttiuwve d
hence benefited from the sl ower pace of (wag
Medi t eecane(asheees Pat er nesiOnMelhcen io,t h2e0 1SR)ioaded of
Naastepagad0olO1ldbgued that the price elasticit
zero, while (net) exports are mostly driven b
the |l eading cause of trade i mbalZ2ah@& simast pher
countries sppercadadcitziewdi tivmdamodv lbownealse whil e
more oriented to innovative secdddesd amnnag meretr s
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i nternati dmaaln i anmdedtettzs, (2007 ; Si monaanMa a sette paal d..
2015a; 2016; ®Celi et al., 2018).

Within the delwatghdmprt k@r laemlela himomeé or s, Ger many
of contentand phBacOn@0@ 2 mpobhentdi et hper snicemasy eo f

devaleapeonenced by tlie eGetiman |l avancdmpf the e
to the coordinated wage bargaining system an{

bargai ni(nNg | kewe i®itdthdinmgteer nal flexibility mea
for empl oy ment protection, i nvest mMenh u avlelgypr o
deval uati owermmpbemeehed HU19O®O i augh a | ong [
decentralizatied peirmfpi tome owagendustri al relatio
atypical empl oyment (see Herrero, 2022) . The
trajectory was t hms skedl oonfgbstyr cteotd etrtadAgertiar v
consi sted noafr kleabof | exi bilization (MHaveéerzalr eff oir |
negotiations in an attempt tcoo npoewedol iwasnee 2g6r 102w,
46). These measures, however, Messéert wakl yyohe
competitivenessptbdaa(@ihbviithemEeasieteitdhrmr contri b
t hat the institutoohniahenctbanltEt Burdp ecompet i ti ve
i nnovation and prompoptdingt pbpdattocebpira g mo
posi,titdrel edapeconomies of the core may have be
but also fpomcki glhhenpenoni veness.

The empirical counterpart of this debatTdheis t
Il iterature, however, tbem&EuuropeaonCoammi ssgone
docume mheieglh sensitivity of exporti2G®m8 .prBadcca r(
Pontusson (2016) esti mactaeo rad iRMEQER oe Itahset iacuitthyo ros
with the view of Ger manyos e x pardte ds lacnade sssu paes |

|l n a si mMialc@asanTwebiénD,2 2 argue that wage moderati o
ins in competitivegmahgo hwio0lh&pr idee ealda tgi @ir
ed), even though such mo-dgpattkdisthoa psppereee (¢ xm

al so in the maveaetlf Bataw@Biem@gssecti( @0O)L.3 h d fetpnmdi cree g .
asticities for the(e@pdribasedm@EERa atndr ad . i

pri Aeno)n.g ot hedThobbeertkkaetros ,@2@2& P2)0O B est i matwe a

el asti cibtays etdo REIERR of aboutandpn8rmi(kaecRy, fBa

price sensitivity (11 for goods and 1T0.8 for

eurozone in shaping Ger mamiyaass teexppaod 0 L 2 BHLoSwakevtet
i nsi gni fsiecnasnitt itohdigsty f i ndi ng i s i nter pnryedtsejdoras
strength in terms of its corporate industria
product innovation and quality and therefore
5Concerning t heprrieclee vfaanccteo rosf, ntonne CPE | iterature indicates tt
equi pped to fostqauraliirnrnovreatniudmcitrurhingh due t o theirieisnstandut
inféerm relations. Theco® m@leeéine meimsl  da (oHguigdos h tc ¢ he2001; Il ver se
208l. By PFkKedttrestcaneamnes are featured by a more uneven system

producing an-d-med popudliintgy | goovo d s .
“I'n this regard, the the2D485by BsoemeandtoNaeastepad: (2Bé§acl ai
does matter and that t-hriisceé schmpatuistei vénesssengothehscawne it
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similar vanidi alHxef 2@@oogni ze a significant wa (
conclude that the main driver of Ger mant erRpbDVE
busi ness gearnwiec ed e(meont s ) .

A similar di scussiroeg ahrMdsidnajl esror atneekaenn cpluand e i e ¢
Baccaanfdober (2017) find an i mportant role for

i's estimat ewdi heanmocnGairssson (2016 . é\setgiama tveed pir
el astnangdgiireg fromriel.dl sathaf aulnesi nMel onian(d201E¢
Bul fone (2022).amBd ocsaent(r2a0slt5,) Rlroewnert fondl aaky
exporRor Spain, Xifr® (2021l axpgoarts shateg hree!

nomri ce competitiveness, even t hoiurgegH eprainccee cod |
fact oSpsaifnori s al so supported by Villanueva et
internal devaluation contributed to the exter

demand and i mports, rather thaaMevarnrtohi@hemwasthan
Bul fone (2022) report a price elasticity of 1

for services (10.14), whhetchd bbwewher ,coandoyrmts
At hanasaoglaouw ak a (2010) provi they c entart asrtiti dnegt
competitiveness plays a vital role for Greek
T1. Mixed resultssahgbétaemsdatanweRdamoargep k( 2020
signi fi cacntts ;praitc et heef feeame ti me, t hey argue tF
explained by product gual ity and poor domest
increase their focus on foreign markets).

| n paredlalbelr aith@ ng o baen do tcoopsptet €t i veness, ot her ¢
t he | mpor tparniccee oefl emmemt s i n f ogtheryiengc eenxtpoarlt .
0structuralistd literature, where an economi c
devel oping the production structure by foste
contents and promoteirrsg f & g pstericttso,r talh n ol @ gnhk adie s ,
compl ementarities. | n t rilsvar le @& riLd,DadrgicuiCip antb | e
technological factors are merteraeatofal mathahap
Not withstanding the recognized i mportance, th
price el ements at the empirical |l evel is quit

nomri ce factond emanod at rsai dnugd item gmeg hrtc prrvdarndyot o
aut hmrisndiar ect way t o u+#pdaercleicroen cttipsatosy eotife mgne e
of (a combinateosi bfyehesspandesi zablle ealnadstii
approachet rceasrahbhging a traditionant eaxpgacrttin
residual as conveypngcentbemaenten( Mbotutagado,
have beentosesdstismafarpheceffactenmbaogoekponrtw
i ndi e © ccaedfontp | @nxgdotpyh i st hteeacthinoonl,ogi c al content of
the econonmudoflhsnes®tddres ,evomultt ohaaotfor producti
Within the empirical | latnBmédeumnesdon Mehenimaf 2 6 ¢
documented the relevance of compl exi tFy ciurs i snlga

|l ogi cal di mensi on has been also evoked by Fagerbert
s NeumaamRio(n2elr200 )( 2a0n2dl )Bot t eg a
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on Eur ®Wpedrtad . (2014) docume nteecdh ntohlaotg ya € xaprogretr s
related to the tWstianlg a(moeulnatt iovfe )e xtpootratls .f act or
price factors, Giordano and Zollino (2016) do
and Spain (even more accentuated i n3a2h0eB)3l att
under | paesiktfifteec t-q wd | ihfi igdhd s enramiud ease XKipno rdargi.v iAn g i
message, ahhofswewne r Farech kkemler mann (2020) , who f i nt
spending (usedpascea opowmpgtiforeapess)y in influ

As can be seemnfrndeet prscpuinedeyebaementmal,at i nc

this debate has stil |l HRmrodbatkelay,hetdh aat tdomaulgs | bve
estimati osipedi coanexport equbeti bwe fwhcehsi at o
While this goes well beyond the scope of this

data on both the aspects oifntcomplead teé wenemer a
this unsolved debate.

3. The structure of the manufacturing sector
Before addressing the debate osxplapaoetc ommprap et
economic structurlesatwei sarmo tsievhabti eedd nligyt rtahcet ur al
accordingi tobewadncéds | nc &@nxcpdm@ste d elryf owrmeawecre pr o d
(Si moeta,2allil. 3 ; €t 220B0h2e&gcording top thesmaperbachi
advanced the structur eelodsttihe (ieteso woXxngqgrettdab ol a
this in®Section 4)

Ther efiog esedeasesmhef®9cmugcture of the manufacturi
scrutitnlye pwunmose of understanding i f they ar
gual Met ésdolwegioaelw subsyatem &ppwomacahs Over
sect ortdob h e lposutt,omud | Assuibss.y sYle®ne p o e stehnet sd oantelst i ¢ a
that directly or i ndf oae cptalryt istaatkias fHyg otohder 30b iamadl
2028pnseqguetmkd yod consdammesdiat yf ithoalbe a comp
production feqgmi oebel MpuidratBtrii ,Ma n\dir tetswa c | Mar
201This met havd t honthreddtraadoni ahabhpproaohitcdh ec
cl assommedi ti es accotrldatngpn @d daras h tnideudu srtyr y i ¢
an autonomous umputgefuomi nogh@mowm i ndust (Des t
Berarmdh@mesti Th2ed28606hange in the crit esruibas tfaonrt ical
di fferent results, since It captures the shifH
and the outsourcing strategiestof firms (see

Al ong these |lines Dgo Vihé ecamtdr iVRutmeomenbyf 2014, p. 8
according goawhom ioglds (trhaitnliy ,exeer toemde sby hMadr talrer n |
to be al most completely price inelastic.

nTo vertically,iitntiesgrraetqeuia evdartioabrud ti ply the diagonal.i
matrix, and by the diagonalized vector of final demand
by the diagonali zedhtv enteorwamft st teo wearritdlclad Ity i ntegrate
such way, the matrix commonly known as C is derived).

Mont raendot t ucci Mar zet anRli(210 20132 ®@A&8bHerrero
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The structure of t hef maaulfiaed @m @ ®\g n sTehtbes ydBE GEEBNb
taxonomy by technological -Rm¢easahg Wesgdraen?2

be apprGecimangd, s the most industandl i ed maaou
i nduisst rhyeavi |l ysepli sseeicctaodFdsd it mer mor e, it is a
advanced economies since it has novtalauded e chghadn e
only slightly when | ooking at empl oyment. | n

gai ned ms hbaortahd dvead uaen d emp |l o2mdmBt pewh rtlded e 0o vé Ot5C
have decriggzaesed in

On the contrary, the participation of the ma
much | ohweelse carech s e dl hoev ento stti mendustri alized and a
is Iltaly, foll owed by Spain, and then Portug:
productive structure i-sephofobsgdsiyemmsased tow

An alternati ve v agtiradaingpht oir adcfiapdair @ imac tt threi ng

export A&ameble 2 illustrates, the difference
indicator. Germany is one of the |l argest exp!
espedinaltlihtee chh gdnes. However ,-c rwhseins -caomdoiag d gngr it
can be appreciated a de@prease in the market s

The combi ned mar ket share ofs tlhewefrourhaMe dihtee

However, Il taly appears aswitthteh nlsa.rggretst b oeuxgpho rtt h
countri espeacieciatinnemesscdh sect or s, It i s «clheear ge $at
mar ket Bih¢peelecthor s, whil e Portugal -aepdhGpbpees
Additionally, it is worth stressing that the
but I takwei snoby fadfected country.

Overall, these data are pointing to the fact
structures of the countries under study. Ther
prices are behind thearbadyuygeanccernrmany 6tsh eeuspiomptl
deregul ation policies may not | ead to the sam

Spain Italy Greece Germany Portugal

Avg echange Avg @change Avg achange Avg @echange Avg aechange
(%) (p.p.) (%) Pp) () (Ep) ) (PEp) () (P.p)

Value added

Manufacturing 19.4 -4.4 25.9 -3.5 12.8 -3.6 30.4 14 20.2 -4.8
HT 0.5 -0.7 0.9 -0.3 0.2 0 1.9 0.2 0.8 -0.4
MHT 7.2 -0.3 9.6 0.1 2.2 -0.2 16.8 3.2 4.4 -0.3
MLT 3 -0.5 4.4 -0.7 1.9 0.1 4.2 -0.2 3 0.3
LT 8.7 -2.9 11 -2.7 8.5 -3.6 7.5 -1.7 12 -4.4
Employment

Manufacturing 18.8 -5.9 25.9 -4.3 14.4 -6.7 26.9 -1.4 24.6 -8.1
HT 0.5 -0.6 0.8 -0.3 0.2 0 14 0 0.6 0.1
MHT 6.2 -0.3 8.6 0.1 1.7 0 13.1 0.9 3.8 0

2The manufacturing of pharmaceuticahighotiechaol( €8y¢) cl
reasons explained in Section 5. 1.
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MLT 2.9 -0.6 4.6 -0.7 1.7 -0.1 4.1 -0.3 3.1 0.4
LT 9.2 -4.5 12 -3.3 10.8 -6.6 8.3 -1.9 171 -8.5

Tabl®hare of theumhasnyisid @ot eu (aowognroangye val ue a2@18haprergeé ofddr
Caption: Hi gh théegh ¢(HTh, (-Méld) yuedMie df MINT ) Low tech (LT)

Source: OECD STAN, authorsdé calculations.

HT MHT MLT LT
19952008
Spain 0.8 2.0 2.3 2.3
Italy 2.9 3.9 5.5 6.6
Portugal 0.2 0.3 0.4 1.0
Greece 0.1 0.1 0.3 0.4
Germany 11.7 12.6 9.3 8.1
20092013
Spain 0.6 1.8 2.0 2.5
Italy 2.4 3.2 3.9 5.2
Portugal 0.2 0.3 0.4 0.8
Greece 0.1 0.1 0.2 0.3
Germany 10.9 12.0 7.9 8.1
20142018
Spain 0.7 1.8 1.8 2.6
Italy 2.3 3.1 3.5 4.9
Portugal 0.2 0.3 0.4 0.8
Greece 0.1 0.1 0.2 0.3
Germany 10.9 11.5 6.8 7.3

TabdWorl d exports marke®w) share of each country
Caption: HiMehd ituengh ¢ HTh, (MW )t e Me d§ MINT ) , Low tech (LT)

Source: OECD STAN, aut horsoé calcul ati ons.

4. Competitiveness in Mediterranean economi es
When thinking about price competnadamivreanlegnsni tu s
costs (ULC). This variable is the abpuodubet we
anidt i s a macr oeaowreareEdm powkiyp é ofr ddepdt ori ser
produnedn economy.

On t he ohnee uhsaendogf tULC f or capharseicneg vperdi ccer icdan

sme schol ar skelFaRopkluimast 8 204 4) i ndicate that it
me a suirrec e it does not correctly approxi mate t
di fficult to interpret since it i s a measur

Addi ti onalnMpasfepBoh es20Imate t hat ULC are a s
costs (around 2b6Poeivehdt manyi si mes fulOry tphae s
ot her hand, ULC is an easy index to build tha
economy, ursicnocset 4 afbroequent |l y evol ve at a20sp3mi | a
argues that it is preferable to wvwsaceeltati Vvat
accounts for the preceesf wlfl t heolcd mmo dti h ¢ ema sk
t hasoenp etgiotemo s 6bei ng sol d. For whulsohokR@asaangutld
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A conventional interpretation of the I mportan

as foll ows: an economy specialized in the proc
i's |l ess affected bysttsheex pedw caleuhtoieoeer| apfrtirceel ay i ¥ e
dema(nWer mei r.enTohpecp0&@¥¢ er s when an economy- pred
gual ity goods. I n this case, it would be muct

exper ihengcheedaaisdtd city bacaubeghtgFramotrhbat ablk
may conclude that export(@abyoadv ameaedtas ecdgd mg e
i n prices samdcecoxattsure economi es t enqgudaloi tsy eicti
But itsihciosntwiasshtme r ecent f i ndibnogpsh ismana tpir@hareet! cervsa
in OECD (CoeatBeetslihant 2i.s2)t he r gaassomwewHhy aisn itnhit
oneve del ve i ntionttehl ewcact noppentailt o fve n eis slgabsye ddhiefnf er
technodomgtiecratl of export.

this chapter, ivempglicydd yt @ odrpm@gtt it & s sr a

I n

bet ween the vertically integrated meaihheamgeat ia
i sherexpressed i nAsomanabet seepmhifcrho mgBi d wrget 4
five countrieheveders @cmwetgiany,ve rel ationship
evolution of expalrtisougqh ailtli nsetchtdeoiclft wiyeiswe a ls ¢
i nteresting r esutlhaer § esha mbsinee sctornusg tduernael nigotu | Wi e
stroansgseorci ati on between both variables in the
for this ntéwmhbt ceal dybmatters for being pric
evolution of prices (Boggiho anteBdKHI2EDR®Scul6l
any c afsaec,t tehkeat ut hen o fbo @l G nspeoermsa ntt o edrrfiovrenra nocfe
i n most marnydustdriiceas e t hat pri coefsommeat ictoisuen e&san
sophisticated goods too, particularly in a cc
production in which the manufacturing or ass
cheaper | abor ceosftisnadhisltea gkeese pa tn gh a nhe .
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FiguEeofution of wvertically integrabhedfnemioabntLCeand
Caption: HiMehd itueegh ¢ EHETh, (IM&IW )t e Mle d( MINT ) Low tech (LT)
Source: OECD STAN, authorsd calcul ations.
The evolution of wvertically integrated Tloeni na
internal deval uation | mpl ecreinstiesd & xnp a@esri noannayr y
observed. Interestingly, the growth of the me:
being producti vpnegdadnrmien awairéi yaebd oelo wttdhreotnt ha fs  WlLeQr.s
| argest dcraonp bien iolbls®T vee@ct or s. 't i s worth hi
rather moderate yearly growth rates in most s

economhessample) .

On the contrary, during this period WG qirad wt
wages grew more than in Led%aayd (Fehbwd yCrge @ave |

in which wage inflation was higher. Portugal
that ipmadei bl e to cdHotweiveryyLCtgrshwtuh.d be noted
more than wages in Portugal and Spa(iPh@aeand
Mat sagani F,urazhle8&pgmoSrpeai n, real wages stagnated
t hemsuanber s, noof eidii®dmke pbaacenin favor of wor ke
The eruption of the Great Recession iimpheed
unempl oyment rat e. The management of the cri:
Port ®gain and Greece, with tuhe mar kmetof mdoroe hf lIr

decentralizing t heAlwagteh ébsag geavienntnsg rteod U d ednst.h e
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and provoked a su@wbHdeohdwap parwagesarly sever
and Spain

Furthermore, during that peirni ogde,near aflal(lwiitnh par
such as some Spacesh heeatmorusn)t, of job |1 osses
produ®ltni oQvteneecd al |l in wages was | ower, wherea:

when the first deregrulmarn kgt meearsal riemp li emmd rhtee d .

From 2014 onwards, when Medit er rlaende agnr cewctohn,o ntih
of structeafrfadc trse fpatndiesvéall uand onTlhensli aowdswn |
observed in al/l Medi terranean countries, wh i
regi stetadt ernetbnomy, nomi meall awa greedayi triredrrgdmasms
yearsd ugfgi shnesact, <consiargxpanshenmareg peri od
exceethadMeidtf erranean countries in all sectors.
produgt iowibthy ri buted decisively to moderate UL
l'taly, although they were below the values ex
Al | we dliind that wage restraientool basobeaenhttbhhke

t hree Wpewe,wars ends i n prexpdat inviwthyl Gleg anamg®p ar
result not only of wagpdalbhdyapbuvaducecn pophcisésc
efficwkrineydi t erranedarmdetbhnomi eses in emul atir
productivity.

BFor more details on t hbee haonifrotugp @iy o -S8enacldhvb@n e d iR did ai t y
(2013) .

16



Fi gbE®ol utviear i cfal Inyo mi mtadvgeratCed | Ime ainn tveawyeeat €d al Irye ail ntpe gprdautced vi ty
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ations.

Caption:
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5. The evojputicencompeomti veness
As snh anvimper evi ous sections, t hecopunotdruicetsi vuen dsetrr us

het erogéAbaotungehr e Itaeg cl@@oerre ragneonticee m dur i 2@ 1t8h e
per,i otdhe dbdtfweahemrmc ass@ maiafllhe si spiccahuerreent wit h t
by an i mportant strand,200f1 8t;h e&tl2ilatheerra t2ulr2e0 a(,e . 2J(

anBRi al ,8 2i0i3s t we | | observed again whewprl oeki
competitiveness: the compl exknywloddtgenso evses baur
serviincteos manufadtmutihng sectomonsn., we fomesdswmed !

of -ponce commdtsiot it \havmee isckaf seh e rsderd @ t & n oll ®oWye lasa d
their relatipeshopmantdédsexport

5. 1. Economic complexity of exports in Medite
The compl exi ty sionpdheixs tmecaastdecepslo atéhkee b unwhi ek i n
the technol ogical |l evel and the ThRriagtbredaemwrit It
used within theKeynastanali sépathdctrepaotmpoeeapttury
Gr 2 penteral ., 2a0n@0a@ac kKammer , a2Rl@er Pasi bbal oni ,
The computation of the complexity index is ba
by Hiamdagws mann hTX009%M)dex i s, I n turn, bui l t
di versification i ndex (number of products tl

advapRkGAge and the ubiquity index (number of <co
l n t hi,s trhees pceicter ssf mmaesonei olexhéeéscampl exi ty
ubiquityuiesekheapbmpl exiBsyseonft iaal giyven her onceu
consists of iterating thefdr vfeurstitfa,s atte dhan inqpa
al ., 2012).

By applying the method of Haet hedt Goowset bhcrad acbusl ia
economic complexity ofofextloeatsdaidoghilte hper ofdiuvcd d G
reg) . This datasetongppt ax nsati enlf yor A g idadbnose s a
el iminati ngt imatnids ¢ malsle regi ons that ar el5mBot (
countri,esal |l Thmamufacturing products have been
(1 Sle@4) foll owing Muendl erds (2009) procedur e

technological intensity acc-®Ruaeamder rtgoe rt*h e2 0ABQD
Our aggregate results im@machuchteotbBatomplbvexallo
Medi terraneath. obasiitl Al Bspecond most compl ex ¢
Since then, it has dropped a f 8Wnopdsictoimprd * xi rc

according to our estimations).

Within Mediterranean economies significant he
to Germany than to the rest of ¢ &rec etohuennfgarense |

Al t hough Portugal is the fourth economy in m
relatively stabl e. The contrary occurs wi t h
“I't should be noted that it is not possible to disting
chemicals and acnmdamiud alctpredwdt Pasi c pharmaceuti)ado pro
both are included in the MHT cluster.
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classification. Spaiin dewndirea dneossct d ussti rei gkel xnpga ncs
per;t wméhn st trend sl ows down during the crisis
periLad Grgece is the | ealbtit siophhastiibtepegli expubD)
index sinx0k0hshe early
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FigeCeuntry complexity ranking
ut hor s

SourHaea:vard Growth VLab., a 0] 6 calcul ations

The relationship between expoby¥ mgil oayt fmigaed efo

mod el with no control variabl e§r bmr F,e gtahhesrge? oiu
posi(iutvdweak el at it he bhevwmgleeoXi ty and the evolu
clusters. Therefore, it seems that t htedrdaypabi
export uptheltt aawmenbbéestklb@aant, this relation
before the Great Recession and disappears 1in
coherent with the aonRatebmnazisnedptivvg®ea 29 RiRlc &t

competitievemesal di hfad played a role in shapin
crisis.
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FiguCerrelation between complexity and export growth b
Not e: Hi gh t eltihg { HtTd ¢ h MelM&ivia)nt, e Mle d ¢ MIbATT)),. Low t ech
Source: Harvard Growth Lab, aut horsdé calcul ations.

To dig deeper into the sophistication of the
across compl ex8t.y Thacsi Iweasy ,( Rihgeurmeor e sophi st i
bi ased t o'laercds et mwé |10 be the distribution of e
changes have been observed when -tobkisgantd ¢t}

crimarsiaordes comegarfedndhe haapabilities for expo
asymmetrichlatcgtbdesti ve economies. First, t he
sophisticated one. During the precrisis expan
deciles (22.6% in the most compl ex dess |ceomp |ISe
export basket, and i mportant differences exi s
tot al manufacturing exports fall into the t|

respectively. On the dtilctaurdl ahdyd, GPeertegal exp
skewed towhand d¢ihetel @ff tt he distribution, and
part of the top three decil es.
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