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export demand functions are estimated both at the aggregated and at the sectoral level, to obtain the 
income elasticities that allow the computation of the Balance-of-Payments equilibrium growth rate. 
The results show that Thirlwall’s original Law is less accurate than the multi-sectoral perspective 
regarding the Portuguese growth performance over last years. 
 
 
An Empirical Assessment of Export Determinants Using a Gravity Model 
Presenter: Sofia Gouveia (CETRAD, UTAD) 
Co-authors: João Rebelo, Lina Lourenço-Gomes 
 
In this study, a gravity model approach is used to analyze the main factors affecting Port wine exports, 
differentiated by quality, from Portugal to the top 20 importer countries from 2006 to 2014. By 
applying the Hausman-Taylor estimator, the findings show that the quantity and value of total Port 
wine exports are positively determined by the gross domestic product (GDP) per capita, Portuguese 
emigrant communities and a common language, while exports are negatively influenced by 
landlockedness. In contrast to traditional gravity model, distance does not appear as a significant 
determinant, a fact explained by the specificity and singularity of Port wine and by the long tradition 
of this product in international markets. In addition, the results revealed specific determinants by 
categories such as GDP – for aged Port – and wine consumption per capita – for high standard, vintage 
and aged Port – suggesting that Portugal needs to increase its exports of high quality Port wine to 
markets that are exhibiting a tendency towards growing wine consumption per capita and to large 
and fast-growing economies. 
 
 
The Total Factor Productivity of National Innovation Systems in the European Union 
Presenter: Leonardo Costa (Católica Porto Business School) 
Co-author: Nelson Eduardo 
 
Innovation is important for economic growth. In this research, we analyze the productivity and 
efficiency of the National Innovation Systems (NIS) of the European Union 28 (EU-28) Member States, 
in the period 2006–2012. The data come from the Innovation Union Scoreboard 2014 report and 
Eurostat. Based on the Battese and Coelli (1995) time-varying inefficiency model, a Cobb– Douglas 
stochastic frontier is estimated as well as the effects of macroeconomic environmental variables on 
inefficiency. Innovation growth is decomposed into total factor productivity (TFP) changes, 
accumulation of inputs, and an unexplained residual component. Using an extension of the 
Kumbhakar and Lovell (2000) decomposition, TFP changes are computed as the sum of technological 
changes, changes in technical efficiency, and scale effects. Results show decreasing returns to scale 
in innovation production. Concerning the effects of macroeconomic environmental variables, 
technical inefficiency decreases with higher standards of living, the rate of economic growth, the 
reduction of economic inequality, and the control of inflation and unemployment. Excessive financial 
liquidity and political decentralization increase technical inefficiency. Growth in the innovation 
production of the EU- 28 Member States is due to TFP changes, to the accumulation of inputs, and to 
a residual non-explained component. Positive TFP changes resulted exclusively from the 
improvement in technical efficiency. 
 
 
 
 
 


