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MIGRANT NETWORKS AND ITALIAN FOREIGN DIRECT INVESTMENTS: A CLIOMETRIC PERSPECTIVE
This paper studies the interactions between international migrations and Italian foreign direct investments (FDI). 
Theoretical framework
Recent studies in economics show that informal barriers between countries, given by differences in culture, institutions and social norms, obstruct trade and international investments. A contrasting force to these barriers is given by the international migrations of people and, more specifically, by the transnational ethnic and business networks built by immigrants. 
A theoretical explanation of the role of international networks is set out in Rauch and Casella (2003):  immigrants supply information and provide matching and referral services on business opportunities abroad. The authors develop an economic model of “matching” in the international markets where entrepreneurs search for partners with the aim of joint production. Entrepreneurs endowed with the information and the ties provided by immigrants have higher probabilities of successful matching and earn higher profits. Several empirical studies have found a positive and significant impact of migrants’ networks on the flows of trade and investments between countries (i.e. Gould, 1994; Head and Ries, 1998;  Dunlevy, 2006).
Italy is a case of a particular interest because, having experienced important flows of emigration and immigration, allows the study of the links developed by each set of migrant networks. Also, immigrants and emigrants relate to different areas of the world.
According to the network theory, both emigrants and immigrants  should have a positive impact on a country’s FDI. However, some authors distinguish among ties working within the network and ties linking individuals that belong to different groups. Granovetter (1994) defines “strong ties” the interactions among individuals that take place within groups where each member knows each other, while “weak ties” are those linking groups where not all individuals know each other, either directly or by referral. He maintains that information and innovation are more likely to spread in societies where weak ties prevail. Greif (1992), in an historical perspective, analyses the social and cultural factors, as well as institutions, that provide strength to international ties. He claims, in a similar fashion to Granovetter, that international networks with strong ties promote trade within the coalition but that this may happen at the expense of potentially profitable and more efficient interactions outside it.

Stylized facts
We focus on some factors influencing the strength of ties through time and distance. Among others, these are: i) the frequency of contacts between the migrants and their countries of origin, including return migration, travel between host and origin countries, flows of remittances; ii) the cultural ties, among them the presence of schools of home country culture and language in the host country, and migrants’ associations; iii) the institutional ties, including bilateral agreements on immigration between the two countries,  as well as laws of citizenship.
We find that, since the historical times of mass emigration, there have been important ties linking Italy to its population of expatriates. The existing links between immigrants in Italy and their countries of origin appear to be weaker and of less significance. 
Econometric testing

The relationship between migrants’ networks and the Italian FDI is tested by estimating an econometric model (OLS) that takes into account the stock of Italian emigrants abroad and of immigrants in Italy, as well as a number of other proxies for socio-cultural and institutional dissimilarities between countries (quality of governance, religion, regional agreements) that can influence the international exchange. The database covers a time span going from 1990 to 2004 and 51 partner countries. 
Our econometric model focuses on “abnormal” stocks of bilateral FDI. It aims at assessing the impact of factors related to the “human dimension”, as diasporas and networks, rather than that of all the investments’ determinants. The definition of “normal” FDI for a country is that country’s total FDI as a fraction of all countries’ combined global FDI, i.e. its pro rata share of global FDI. Conversely, according to Goldberg et al. (2005) we define the “abnormal” FDI of a country that invests in Italy as that country’s fraction of all countries’ FDI into Italy, vis-a-vis the “normal” FDI for that country. We also take into account the abnormal Italian  investments abroad, considering the part of Italian FDI in each partner country that exceeds of falls short of Italy’s propensity to invest globally. 
Our main results are that the Italian emigrants abroad have strong and robust effects on the country’s abnormal FDI, both inward and outward. Immigrants, on the other hand, exert a weak and non significant effect on bilateral FDI, in both directions. 
Historical survey

This section provides a historical survey of Italian FDI in the XX century. We examine some of the most relevant cases of outward FDI carried out by Italian enterprises for which Italian emigrants abroad played an important role: the expansion abroad of the two major mixed banks (Comit and Credit) in the first three decades of the century; the multinational expansion of the major Italian manufacturing firms (such as Fiat, Pirelli and Olivetti) throughout the century; the internationalization process of SMEs in recent years. We also focus on some outstanding cases of inward FDI prompted by Italian emigrants. With regard to both outward and inward FDI the paper analyses the role played by the associations of Italians abroad.
This section confirms the role played by Italian diasporas in providing Italian entrepreneurs with information and knowledge for investment abroad and foreign companies for investment in Italy. They turned out to be relevant especially for the FDI carried out by SMEs. 
Conclusions

Our results show that the presence of Italian emigrants abroad significantly promote both inward and outward Italian FDI, while immigrant networks do not exert a similar effect. The two sets of ties, those potentially provided by immigrants and those supplied by emigrants, relate to different areas of the world. Hence, this evidence may also suggest that the extent of the Italian FDI is, at least partially, “limited by the extent of the coalition” (Greif, 1992), that is, by the stock and location of Italian emigrants abroad.
PAGE  
1

