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Aim	of	the	paper	
• Depending	on	the	characteris0cs	of	the	host	country	and	industry,	
among	which	the	posi0on	in	GVCs,	as	well	as	on	the	capabili0es	of	the	
local	firms,	foreign	investors	decide:	
•  how	much	to	source	locally;	
•  whether	to	transfer	key	resources	such	as	technology	and	knowledge	to	their	
local	suppliers;	

•  Therefore,	the	developmental	impact	of	FDIs	depends	on	these	factors.	



Research	question	
•  Is	the	posi0on	in	GVCs	of	a	country	impac0ng	on	the	local	sourcing	strategies		
of	foreign	investors?	
•  The	empirical	analysis	is	undertaken	in	19	Sub-Saharan	African	(SSA)	countries	
and	in	Vietnam	taking	advantage	of	two	original	firm-level	surveys	collected	
by	UNIDO:	the	African	Investor	Survey	(AIS)	on	19	Sub-Saharan	countries	and	
the	Vietnam	Industrial	Survey	(VIS).			







GVC		Indicators	

•  To	inves0gate	whether	the	posi0on	of	a	host	country	in	Global	Value	
Chains,	impact	on	the	quan0ty	and	quality	of	the	local	linkages	
established	by	foreign	investors,	we	use	UNCTAD-Eora	database.	



Main	characteristics	of	UNCTAD-Eora	
•  Eora	is	based	on	multi-region	input-output	table	(MRIO)		
•  It	brings	together	different	data	sources	(Input-output	tables	and	
main	 aggregates	 data	 from	 national	 statistical	 of@ices;	 Eurostat,	
IDE/JETRO	 and	 OECD;	 	 UN	 System	 of	 National	 Accounts,	
UNCOMTRADE);	

•  Its	 main	 advantage	 is	 the	 use	 of	 algorithms	 that	 put	 together	
unrelated	 data	 and	 minimize	 accounting	 discrepancies	
irrespective	 of	 the	 type	 of	 the	 underlying	 data,	 allowing	 the	
inclusion	of	data	poor	countries;	

•  It	uses	input-output	tables	to	estimate	the	import	content	ratio	in	
exports	and	value	added	trade.	



UNCTAD-Eora:		
how	it	works?	

•  Rows	indicate	the	use	of	Gross	
Output	from	a	particular	industry	in	
Country	A	or	B	(in	grey	Exports	from	
Country	A	to	Country	B);	

•  Columns	indicate	the	domestic	and	
foreign	share	of	intermediate	inputs	
needed	to	produce	one	unit	of	output;	

•  Value	added	is	the	difference	
between	the	gross	output	produced	
in	each	country	and	the	sum	of	the	
inputs	necessary	for	its	production.	



Content	of	UNCTAD-Eora	
• 187	countries;	
• Coverage	for	the	period	1990-2012;	
• 26-sector	harmonized	classi@ication;	
• Open	data	at	www.worldmrio.com	

	



Distance	to	the	Jinal	demand	
•  A	proxy	for	a	country’s	position	into	a	
GVC	in	a	given	industry	(Antras	et	al.	
2012);	
•  1	if	the	production	of	an	industry	is	all	sold	
in	the	@inal	market;		

•  >1	if	part	of	the	production	is	used	as	an	
intermediate	input	for	producing	@inal	
goods;	

•  The	higher	the	value,	the	more	
upstream	is	the	industry;	
•  Our	countries	are	all	rela0vely	far	from	
the	final	market	and	mainly	specialized	in	
the	produc0on	of	intermediate	inputs	in	
the	ini0al	phases	of	the	produc0on	
process;		
•  As	expected,	this	is	especially	true	for	
those	countries	specialized	in	the	
processing	of	primary	resources,	such	as	
basic	metals	in	Zambia,	or	wood	and	
paper	products	in	Cameroon		

	
0

1
2

3

d
e

m
a
n

d
 d

is
ta

n
ce

NGA
MOZ

LS
O

GHA
SEN NER MLI BDI

MDG
RW

A
CPV UGA

TZ
A

KEN MW
I

ETH
VNM

CMR
BFA ZM

B

by country

0
1

2
3

d
e

m
a
n

d
 d

is
ta

n
ce

foo
d &

 be
ve

ra
ge

tex
tile

s &
 w

ea
rin

g a
pp

ar
el

oth
er

 m
an

ufa
ctu

rin
g

tra
ns

po
rt 

eq
uip

men
t

ele
cri

ca
l &

 m
ac

hin
er

y

ele
ctr

ici
ty,

 ga
s, 

wate
r

pe
tro

leu
m &

 ch
em

ica
l

woo
d &

 pa
pe

r

meta
l p

ro
du

cts

by industry

Average demand distance



Domestic	Value	Added	
•  Share	of	domes,c	VA	
incorporated	in	the	exports	of	any	
given	industry:	
•  In	rela0vely	upstream	ac0vi0es,	as	it	
is	oUen	the	case	in	SSA,	low	shares	of	
foreign	inputs	are	used	in	the	
domes0c	produc0on	and	accordingly	
most	of	the	value	added	is	of	
domes0c	origin;		

•  Change	over	,me	in	the	share	of	
domes,c	VA	included	in	the	
exports	from	the	host	country	to	
the	home	country	of	the	foreign	
investor:	
•  the	higher	the	(change	in	the)	share,	
the	stronger	is	the	dependence	of	
the	home	country	of	the	investor	on	
the	host	market	in	that	specific	
industry.	
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The	empirical	model	

Yi=Xi	+	ΣZsk	+	δs+	λk	+	γsk+	εi 		
		 		

•  Yi	is	the	degree	of	local	sourcing	of	foreign	investors,	measured	through:	
•  the	quan3ty	(i.e.	the	share	of	inputs	that	are	sourced	locally)	
•  the	quality	of	their	linkages	with	domes0c	firms,	which	are	a	proxy	for	the	
inten3onal	transfer	of	resources	(or	knowledge	flows);	

	

• Xi	are	the	characteris0cs	of	investors:	age,	des3na3on	and	mo3va3on	of	
the	investment;	type	of	investor;	entry	mode;	

	
•  (Zi),	are	the	GVC	indicators:	DEMAND_DISTANCE,	VA_CHANGE	and	
DOMESTIC_VA.	



Main	preliminary	Jindings	

• Posi0ve	rela0on	between	the	distance	to	the	final	market	of	an	
industry	and	the	share	of	local	sourcing	from	foreign	firms;	
•  This	rela0on	is	nega0ve	for	Vietnam,	where	investors’	local	sourcing	
is	rather	correlated	with	higher	proximity	to	final	demand.	This	
means	that	Vietnam,	rela3ve	to	SSA,	aZracts	more	investments	and	
local	sourcing	in	downstream	ac0vi0es,	considering	its	stronger	
produc0on	capaci0es;	
•  Interac0ng	the	demand	distance	coefficient	with	some	characteris0cs	
of	the	host	countries,	we	find	that	the	rela0on	is	stronger	in	lower	
income	countries;	in	countries	with	lower	ins0tu0onal	quality;	as	well	
as	in	countries	with	lower	access	to	credit.		



Some	preliminary	conclusions	

• Quality	linkages	will	provide	insights	
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