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Implementation of community cohesion policy in Itay and its role
in elimination of regional disparities

Abstract

The objective of this paper is to present the dbation of Community
regional policy funds to achieving socio-econonitesion of Italian regions
eligible under Objective 1, as well as to discugsre development barriers and
opportunities of these regions. The paper also ides/a description of Italy’s
adjustment to the Community policy, the funds débquloby cohesive regions
during the 2000-2006 programming period and theifficeency in the
elimination of regional disparities.

1. Introduction

Italy is a country with regions diversified in eaconic and civilization
terms. The gap between the industrialized, afflublarth and the poor,
agricultural South, called Mezzogiornois evident and persistent despite
substantial financial transfers designed to bdussbcio-economic development
of this part of ltaly. The funds are provided by thational budget and by the
Community structural funds.

In the late 1980s and early 1990s the Italian dohepolicy changed
dramatically. The policy of extraordinary interviems in the South was
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! Mezzogiorno (Italian South) denotes the area cémimy the following regions in the South
of Italy: Abruzzo, Basilicata, Calabria, Campania, ie) Puglia, Sardinia and Sicily.
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abandoned and the area of interventions was exgaadethey were no longer
limited to the South but covered all problem argadtaly. This change was
brought about by the reform of the Community sticett funds in 1988. Due to
the inconsistence between ltalian and Communityicigsl, the objectives,
principles, instruments and procedures were adjugteough neutralisation of
pressure groups and activation of a coalition aftigpants, comprising of
representatives of the government and regional radtration. These were the
factors which enabled the policy change.

2. ltaly’s adjustment to the Community regional polcy

Italy’s attempts to adjust the organization of Caumity initiatives to its
own administration (and not vice-versa) is a unigueetice among EU member
countries (SVIMEZ 1996,p.254) Despite the huge fuobtained, Italy was the
only country whose actions were qualified as inigat with Community
policies. Analysis concerning the first (1988-19@8d the second (1994-1999)
programming periods revealed a nhumber of problestetad to the timing and
procedures of implementation of the operationahglavhich testified to Italy’s
little interest in international structural poli@yloffa 2005, p.139).

In the 1980s, afteka Cassa per il Mezzogiorn@und for the South) had
been terminated, the ltalians debated the optioraliandon extraordinary
intervention and considered how to replace theodiscued fund, which had
been engaged in the management of public assistsidessed to the most
impoverished regions of the South. Little attentieass paid to the possibility of
making use of Community financial instruments, wtithe key role was still to
be played by special instruments, primarily inchgdgovernment initiatives.

This disinterest was in opposition to the modifi@as in the Community
Cohesion Policy and to a substantial increase indifig, allowing the
Community policy to play a significant role in ratal programming for
underdeveloped areas (in the South of Italy). @nathe hand, it is true that the
funds in the Community budget allocated to the oegi policy remained
disproportionately small, given the ambitions objes, until the late 1980s,
and the cohesion policy was mainly financedUayCassa per il Mezzogiorno
On the other hand, it should be noted that couetrgt initiatives at that time
could be supported by Community funds, and the negndptates tended to
increase their budget funding to enhance regioaatidpment.

Presumably, Italy underestimated the methodologympted by the
Community rather than the funds allocated to tiggoreal policy. Otherwise, it



Implemtation of community cohesion ... 29

would be difficult to explain why during the reforof the cohesion policy (with
substantially increased outlays) a member stateactexrized by considerable
regional disparities should not actively particgpah the European cohesion
policy. Indeed, before the third programming pettiod Italian government had
been only marginally involved in negotiations betwehe member states and
the European Commission, and it owes the substantizsidies it was granted
to other, more negotiation-oriented member staigsh as Spain.

2.1. Underlying causes of policy inconsistence

Analysis of the inconsistence of Italy’s policieggiwthe European Union
cohesion policy should consider the fact that wienmember states decided to
reform the structural funds, Italy predominanthed®xtraordinary interventions
due to their simplicity.

To understand the unique position of Italy, it iscessary to compare
essential elements of the Italian cohesion polioysped before and after the
liquidation ofLa Cassa per il Mezzogiorndhe turning point waghe reform of
structural funds in 1988, which introduced foummatry principles presented in
Delor’s packet: concentration, additionality, praxpming and partnership.

The first criterion was therinciple of concentration with a key role of
the methodology used to define underdeveloped anssasboth periods (Cafiero
2000,p.84). Prior to the reform of the structurahds, the government's
extraordinary interventions were based on terdtaroncentration and aimed to
attain sustainable “economic and social developraésbuthern Italy” (Article
1 of Act No 646/1950). This priority was not, howeyaccompanied by any
programme documents outlining rigorous objectiiesrelation to territorial
(selection of areas) @uantitative factors (GDP, employment rates, etcwas
not until 1990 when, under the influence of Deloreform, Italy finally
identified the most backward regions based on stahicidices.

The first important effect of this change was tlkérdtion of objectives to
be accomplished, measured by the degree to whielgdlp was bridged. For
example, as regards areas eligible under Objedtiweith GDP per capita of
below 75% of the Community average, the primaryl gass to attain average
Community GDP per capita. Application of specifidlices for areas requiring
support was a breakthrough in the Italian cohegiolicy, which led to two
kinds of implications.

Firstly, the measures aimed to equalize Iliving d&ads in
underdeveloped areas ceased to be of extraordisduye, that is, they became
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regular interventions aimed to accomplish specdicantitative objectives.
Secondly, the measures should be focused on unddoged areas or those
affected by the problems revealed by official ddtam other regions
(unemployment rates, declining production outpid.)e

The other effect of the European policy was themsibn of interventions
to all areas meeting the criteria, including a nambf regions in the north or
centre of Italy. They faced a different set of peots, but they were also
affected by the restructuring of the industry (GHellegrini 1995).

The remaining principles (additionality, programmiand partnership)
introduced innovative solutions to the programmimf extraordinary
interventions and therefore were difficult to apply

The principle of additionality was generally not applied in the period of
extraordinary interventions in the Italian cohespmiicy, as the available funds
were national and managed by the government atutishs established for that
purpose l(a Cassa per ilMezzogiorng Agency for the South), and not by
intermediary-level institutions.

The first modification introduced by the principté subsidiarity was
Community supervision, as the Community’s financiphrticipation in
initiatives provided for control based on standardl repeatable criteria. The
most important consequence was the developmengxdérhal bonds”, which
contravened the national policy pursued in the $950

The principle of additionality was not approprigtehplemented in ltaly,
which was the subject of a debate in the Europeatiafent in 1991. While
reporting Community actions aimed at regional depelent in Italy, Gutierrez
Diaz critically assessed the application of prifespof the 1988 structural funds
reform. While discussing the principle of subsittigrthe Spanish Member of
Parliament emphasized that: “The Community may lmetindifferent to the
utilization of funds in the member states, as iyrhappen, and it did actually
happen in Italy, that the amount to be financegbbytly by the government and
the regions, was almost entirely shifted to thadsintage of the latter, which is
inconsistent with the principle of solidarity” (Maf 2005,p.145). Actually,
during the first programming period (1989-1993)e tktalian government
deceitfully avoided the provision of co-financirig.that period the Community
planned to support initiatives in Mezzogiorno ammmto Ecu 16 billion, half
of which was supposed to be contributed by the Conity budget and the rest
by the country’s public (40%) and private sectd8%). As regards the public
sector, nearly 22% of funds were supposed to b&ibated by the government,
while the regional share was 19%.

Taking advantage of its privileged position in teaships with
community partners and its power to control finahcilows, the Italian
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government was able to reduce its share to as 8#14.1%, while the rest was
covered by the regions. This led to significant ssmuences, as in a great
number of cases the regions were not able to uffecient funds and the
European Commission was forced to stop its shafemafficing. Thus, placing
an added financial burden on the regional budgi#s, Italian government
blocked the possibility to obtain the funds thad baen officially granted.

A number of Italian authors go as far as to agbkaettthe principle was not
at all applied. During the public finance crisesl gnoor political interest in the
situation of the less developed regions, Europeandd nearly entirely
substituted government expenditures. Actually ie ®outh of Italy critical
infrastructure investments including electrificatiogasification, the road and
telecommunication network were not financed unddimary (like in the North)
but extraordinary interventions, which, in turn, rergradually integrated with
Community funds (Viesti 2001).

The principle of programming constitutes the basis of the Community
cohesion policy and was also provided for in ttadidh legal system (Act no
717/1965), but did not apply to extraordinary imggrtions (Cafiero 1996, pp.
188 — 192). Actually, the national support policgsaconsiderably dispersed and
frequently incoherent (Cafiero 2000,p.80). Manyhaus emphasize that in its
last stage of operatidna Cassa per il Mezzogiornemployed a logic whereby
public investments were used as instruments of ddmather than supply. Such
an expenditure pattern resulted in a great numbeprojects that were
unfinished, useless or used only for political msgs (Trigilia 1992).

The Community programming introduced in the late8(D met with
a specific context in ltaly, as the Italian goveemnhdid not implement any
global programming that would determine prioritéel directions for economic
governance (Di Palma 1996). Moreover, the programgrenforced verification
and monitoring procedures, which were unknown exkriod of extraordinary
interventions.

A number of studies prove that procedurescohcentration and co-
deciding by different institutional levels or difést instances of the same level
were foreign to the ltalian administration, alsdahmiespect to the last principle
under analysisActually, the principle of vertical partnership (introduced
along with the reform of 1988) anlorizontal partnership (introduced in
1993) was brought to a national and sub-nationgir@mment that was not
accustomed to such practices, as in Italy planfongegional development was
within the competence of the Ministry for the SoufiWlinistero per il
Mezzogiornd. The Ministry determinedlirections of action and had exclusive
competence with respect to working with Communitgtitutions, while the
regions, deprived of organizational and operaticcegbacity, were unable to
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prepare expert opinions concerning their developmeguirements and
priorities.

Despite the introduction of the above principletiatly the regions’ role
in planning was marginal, as they did not have igeffit experience in
Community programmes management, which requiredstaah coordination
between the Commission, the state, the regionslaeral units or between
various offices and departments of the same itistitu Moreover, it was
observed that in the phases of planning and impi¢atien of operational
programmes and plans (national and regional), lgsiand social organizations
rarely cooperated, which was against Community menendations. Empirical
studies reveal that only entrepreneur organizatiorele unions and some
associations participated in consultations, buteném a concerted manner to
utilize available funds.

Generally, during the first programming periods tlogv institutional
efficiency of the ltalian public administration, rgaularly in the South,
persisted, which translated into poor performantehie European cohesion
policy and the “Italization” of the Community priiptes.

2.2. Italian institutions and Community programming

Practice proves that the public administration oesfble for Community
programming issues undertakes tasks crucial foetfigent implementation of
programming. An excessive dispersion of governniesiitutions engaged in
structural funds management largely contributethtéoweakness of the Italian
policy manifested by the inability to effectivelyewklop programme priorities
and objectives for spending funds.

Initially, the institutions designated to impleme@bmmunity policies
were the various ministries responsible for investtmsectors (Ministry of
Agriculture, Ministry of the Budget, Ministry of ¢tustry), while the Department
for Community Policies i Dipartimento per le Politiche comunitajiewas
established as late as in 1987. Its responsilsilistacompassed legal tasks,
orientation and promotion of initiatives as wellagification of actions aimed
to implement community policies. The managementnational community
funds and the formulation of the Community cohegiaticy came within the
competence of the Ministry of the Budget, subsetiyesupported by the
Regional Policy Observatonl.'Osservatorioper le politiche regionali and
then by the National Central Offic€#&bina di regia haziona)e
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The Observatory, established as an instrument foritoring the course
and efficiency of interventions in the less develbpareas and Community
policies, operated only for a short time. Two yeater it had been established,
it was replaced by the National Central Office, shotasks included the
coordination of different entities responsible psogramming and management
of Community interventions and public (national a@dmmunity) resources
allocated to the development of the less developeshs. This institution,
however, played a marginal role as it faded intsignificance soon after its
statute had been formulated and the Departmer?doelopment and Cohesion
Palicies (I Dipartimento per le politiche di sviluppo e ciase, Dp$ took over
its functions. These sweeping organization charrgssited in disorganized
cohesion policy.

It was not until 1995 when coordination in the fotation of the cohesion
policy became homogenous in terms of organizatidoljowing the
establishment of a unit for cohesion poliSe(vizio per le politiche di coesigne
within the Ministry of the Budget. This developmgmoved to be functional and
accelerated the implementation of the 1994-1999 rGonity Support
Framework. The role adopted by the Dps turned oube crucial for the
Europeanization of the cohesion policy, as thigitutson performed a central
function in defining the intermediate and final eétfjves of programming and
the modes of cooperation between regional and maltimstitutions (Graziano
2004, pp. 88 — 94).

3. Cohesion Policy in the 2000-2006 programming ped

This programming period was marked by considerabl@nges in the
cohesion policy, which strengthened the positiopaticular regions and of the
Committee of the Regions. The adoption of the neam@unity Support
Framework for the years 2000-2006 initiated thestamt process of financial
management regionalization, as the regions wenmgepaover 70% of the funds
available, which is 20 percentage points more thdhe previous periods.

As compared to 1998, the ltalian policy was modifigvhich involved
institutional changes (establishment of the Depantnfor Development and
Cohesion Policy), increased decentralization of dfunand programming
competence to the advantage of the regions, lamg{eogramming, interest in
enhanced quality of public investments and theal@ation, reform of public
administration along with the redefinition of nemgiitutional cooperation rules.
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Generally, direct regional management of a largégroof the funds was
the most innovative but also problematic aspectreggards the 2000-2006
programming period, because the regions were giardasiderable powers in
terms of the regional policy.

In the 2000-2006 programming period, EUR 28.8dnillivere allocated to
Italy from Community funds, at 2004 prices. Togethdth the national funds
designated for co-financing projects, the totald&iavailable amounted EUR
63.3 billion, of which 45.9 billion were designedrfObjective 1 regions.
Community funds were to be spent until the end0f& but due to the financial
crisis that period was prolonged until 30 June 2009

The data obtained from thRagioneria dello Statanonitoring revealed
that until the end of 2008 more funds were congiddthan initially programmed.
As regards expenditures under Objective 1, EUR ibarb were contracted at
the end of February, which accounted for 120% @ thnds granted, and
effective spending was as high as 93.6%. As regaatioonal operational
programmes (PON), the average volume of liabilitesl expenditures was
117% and 98.2% respectively. As regards region&rainal programmes
(POR) this value amounted to 92.3%, but in Campanig to 86.8% (SVIMEZ
2009, p.15).

In the 2000-2006 programming period so-called bawndprojects
(progetti spondawere frequently implemented in Italy. Originalhey were
financed from different funds and then includedGammunity programming
projects due to their cohesion. This was the eftd@cstrict time guidelines
imposed by the Community to implement projects émel government was
concerned the thamplementation ofa number of projects might fail. In late
2008 the share of such projects was nearly 44.5%enfunds spent under
Objective 1(SVIMEZ 2009, p.13).
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Table 1. Utilization of Community funds under Objecive 1 by the priority axes as of
31.08.2009 (EUR)

Priority axis Total Funds Payments B/A C/A
contribution contracted effected % %
2000 — 2006 A B C

Natural resources| 7 658 273 320 10 270 959 589 78831 208 134.1 107.3
Cultural resourced 2 516 942 608 2887 570 629 21338323 114.7| 97.3
Human resources 8 284 924 451 9 565 982 556 8268726 1155| 99.7

Local 14742 174 130 18663929860 14995295740 126¥1.7
development

systems

Towns 2 040 500 957 3012 345928 2166 021909 .6147106.2

Se(;VLceb networky g 775 078 228 12 002 536 867 10737371484 122.89.81
an ups

Technical 883 139 495 898 596 784 868 269 410 101.8 98l3
assistance
TOTAL 45901033190 | 5730192221P 47 696 041 150 4.82| 103.9

Source: Ministero dell’Economia e delle Finanz&2@. 11.

Table 1 reveals that the most substantial resouwes®e allocated to
implementing measures under Axis 4: Local Develapnfeystems istemi
locali di sviluppg and Axis 6: Service Networks and Hubs. The messunder
Axis 4 encompassed local development programmegdaitn promote local
development including support for local productigystems, enhancement of
competitiveness, improvement of product qualityjovativeness and support
for exports.

The objective of the measures under Axis 6: SerMietvorks and Hubs

(Reti e nodi di servizjoencompassed the enhancement of competitive comslit
for business development and the location of neiwatives to boost the

competitiveness and efficiency of territorial ecomo systems. This was to be
attained through actions improving the effectivened interventions and
ensuring positive external effects, as well as ublo promotion of the

sustainable development of the transport netwearksuyring the required level of
national and international telecommunication neksprthe participation of

citizens and businesses in new economic, politexadl cultural processes
favourable to their development, and restoratiosazial trust. Under this Axis,
activities were undertaken in three sectors: trartspinformation and

communications technology (information society)] aafety.
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The most efficient utilization of funds was obsetvender Axis 6 and
1 (natural resources) and 5 (towns). As regards rémaining three axes
(cultural resources, human resources and techaigsistance), the available
funds were not fully utilized.

Table 2. Utilization of Community funds under Objecive 1, by fund, as of 31.08.2009 (EUR)

Fund Total Funds Payments B/A C/A

contribution contracted effected

2000 — 2006 B C

A

ERDF 32934 841958 42456542201 34515083122 8.90% | 104.80%
ESF 6 717 807 093 7 644 319 169 6 667 924 111 098.8 99.30%
FGF 710 358 361 718 290 893 651 513 275 101.10% 7094.
EAGGF 5538 025 778 6 482 769 949 5861520 643 .10% | 105.80%
TOTAL 45901 033 190 | 57301922 212| 47696 041 1501  124.80p6 103.90%

Source: Ministero dell’Economia e delle Finanz&2p. 11.

Table 2 demonstrates that in the 2000-2006 progiagiperiod, the
European Regional Development Fund (72.4%) provitiedargest allocations
for the attainment of Objective 1, while assistapcevided by the European
Social Fund (14%) and the European Agriculturaldaoce and Guarantee Fund
(12.3%) was less substantial. The resources a#ldday the Fisheries Guidance
Fund were of marginal importance (1.3%).
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Table 3. Utilization of Community funds under Objecive 1 by the operational programmes

as of 31.08.2009

Operational Total Funds Payments B/A C/IA
programme contribution contracted effected % %
A B C

NOP Research 2 267 330 817 2 648 281.555 2290BD5( 116.8 | 101.0
NOP Safety 1225836571 1225 692 953 1 215044485100.0 | 99.1
NOP Technical
assistance and 517 101 147 514 571 832 504 519 032 99.6 97|6
system actior
NOP Development 4 452 842 857 6 429 719 955 4 862848 144.4| 109.0
NOP Fisheries 277 383 357 247 657 164 233380541 9.3 8| 84.1
ggf;.ﬁgﬂfé’r'nfm 830 014 571 898 033 649 819267984  108.2 987
NOP Transport 4 520 161 290 5302 202 380 5008386 | 117.3 | 110.8
NOP Total 14 090 670 605 17 266 159 488| 14 923 970 310| 122.5 | 105.9
ROP Apulia 5222991 220 7 293 025 923 5827 786 92339.6 | 111.6
ROP Basilicata 1696 070 000 2 132594 889 17807664 | 125.7 | 105.0
ROP Calabria 4 034 497 392 5144 952 184 4094 533 75127.5 | 101.5
ROP Campania 7 748 172 780 9792 568 333 7 820 B2 p26.4 | 100.9
ROP Molise 467 997 190 552 085 599 477 705 735 118102.1
ROP Sardinia 4 180 724 685 4928 422 641 435247141 1179 | 104.1
ROP Sicily 8 459 909 318 10192113156 8419693 51120.5 | 99.5
ROP Total 31810 362 585 40 035 762 724| 32 772 070 841| 125.9 | 103.0
Objective 1 Total | 45901 033190 57301922212 4p®41151| 124.8| 103.9

Source: Ministero dell’Economia e delle Finanz&2@. 11.

The above data reveal that in the 2000-2006 promiagperiod the two
most important national operational programmes, dimment and Transport,
represented the highest rates of funds utilizatem,they accounted for two
thirds of total expenditures of the national prognaes. On the other hand, the
allocations granted under the national Operatidtralgramme Fisheries were
not used in full. As regards regional operationsdgoammes, practically all
regions spent the funds allocated to them or everer(except Sicily). Apulia
and Basilicata were the most efficient.
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4. The effects of the cohesion policy in Italy inhe years 2000-2006

Analysis of data concerning the seven lItalian CQbjec1 regions
demonstrates that over that period GDP per capi#ag the most significant
indicator) increased merely by 1.2% annually, whigteans that it was
considerably lower than assumed (3.9%), and evebdlow the EU-15 average
(2%). Therefore, one could argue that despite tloeagion of over EUR 48
billion, convergence has not been achieved indtes.

The results are even more disappointing given @amnmunity funds
accounted for nearly 3% of GDP in this part ofyitathich should theoretically
considerably accelerate economic development.

Similarly, convergence was not observed in the uabmarket. The
employment rate in the South (45.9% in 2005) wasragthe lowest in the
European Union, including new member states. Tdtis was by 20 percentage
points short of employment rate in other partstaly] and 25 percentage points
short of the guidelines stipulated by the Européaion in the Lisbon Strategy.

In the 2000-2006 programming period, the gap betw&e South and
other Italian regions continued to widen. Althoutdje to the liberalization of
the labour market the employment rate in the Sdatiteased by nearly
3 percentage points, the increase in northern anttal parts was as much as
6 percentage points.

Moreover, the employability rate decreased in alisoterms, which
meant an increased number of persons who gave akintp for a job. The
expectations that Community funds would reverse tlisadvantageous trend
did not come true.

Table 4. Employment rates in 1999 and 2006

Area 1999 2006
Mezzogiorno (Objective 1 regions 43.0 459
Centre-North 59.4 65.0
EU 15 62.2 65.1
Lisbon Strategy Objective 70.0

Source: EU Structural Funds and Economic DeveloproeSouthern Italy, Vision & Value, London School
of Economics, October 2007.

The above data lead to the conclusion that thectsiral programmes in
southern ltaly did not bring about the expectedultes This concerns in
particular Calabria, Campania, Apulia and Sicilye tregions with the largest
population and economic potential (in terms of gatezl GDP) in the South.
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What is noteworthy, as regards Objective 1 regidhsse that despite
making expenditures remain below 75% of the Comitgyuaiverage were
granted a bonus in the form of European Union supjoo the next 7 years,
which was actually awarded to four large regionsduathern ltaly. Given the
facts below, this paradox seems even more dramatic.

1/ The threshold of 75% of the Community averagesiterably dropped
when new members joined the European Union, butfdhe Italian regions
retained their status of underdeveloped areas.

2/ The problem of the 2000-2006 programming peligahot the first
failure as regards these regions. In Europe, theyainique example of regions
that remain underdeveloped despite huge publicsinvents of public funds.

3/ Research suggests that public expenditure amndtstal funds may
largely be embezzled and captured by organizedecrim

5. Possibilities of development

A great number of studies on Mezzogiorno develognogportunities
report several factors which could contribute togést convergence. They
primarily include development of tourism, increasexbearch expenditures,
attraction of foreign investment and organized erjprevention.

Tourism — about two thirds of the coastal line awedrly 50% of Italian
cultural heritage (ltaly can boast the largest neindf historic buildings on the
UNESCO list) are located in the southern regiortsis Tact predestines these
regions to become European leaders in tourism.

In the programming period, the opportunity to depetourism was not
used. The number of tourists per capita increasem £.9 in 1999 to 3.3 in
2005, but it is still less than half of that reaeddn northern and central Italy. In
2004, the South attracted 20.6% of Italian toutraffic, 25% of domestic
tourismand 14.2% of foreign tourism flows (SVIMEZ 2005 453).
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Table 5. Tourists per head

Region 1999 2005
Apulia 1.9 2.7
Basilicata 2.0 3.3
Calabria 3.1 3.9
Campania 34 3.3
Molise 1.7 2.3
Sardinia 5.6 6.2
Sicily 2.4 2.7
Objective 1 regions 29 3.3
Centre — North 6.8 7.5

Source: Vision & Value. LSE, p. 7.

Although climate conditions in the South ensure rigiu activities
throughout the year, 70% of visits are reportedvbeth June and September.
Moreover, despite impressive natural and cultuedources, the region is
perceived only as a holiday area, while business @nference tourism is
practically non-existent. This may be caused byitisafficient transport and
service infrastructure, including the small numioérflight connections with
European cities, the underdeveloped public transput railway networke.g.
there are no electrified railways in Sardinia) énel underdeveloped motorway
network (SVIMEZ 2009, p. 7).

Research and development attempts to improve the share of R&D
outlays in GDP failed in the programming period @mdnalysis. In 2005, it was
0.77 for Objective 1 regions, below the average famly (1.1%) and
considerably smaller than the value assumed fdiataObjective 1 regions
(1.25% for 2006) or the objectives stipulated ie thisbon Strategy (3% for
2010).

Interestingly, public outlays on R&D were more dabsial in the South
(0.55% of GDP) than in the North (0.51%). On thkeothand, three of seven
Objective 1 regions did not record any private R&Destments, and only in
Campania business R&D expenditures exceeded 0.2%D6&¥. This means that
in the South, public R&D expenditures turned oubéanefficient subsidies.

Foreign direct investments— Objective 1 regions also falter in terms of
attracting foreign direct investments. Althoughytlage inhabited by over 30%
of the Italian population, only 3.5% of foreign @stments in Italy are located
there, despite the factors which could potentialfiract investors: substantial
available labour force (including skilled laboug),large market, lower labour
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costs compared to other regions or the possilmfitgarticipation in community
programmes designed for Objective 1 regions.

This situation hardly changed in the programmingigae 2000-2006.
Foreign investments were primarily located in nerthitaly. While Lombardy
absorbed 69% and Piemont 13% of foreign directdtments, southern regions
absorbed as little as 1%. In the years 2000-200fidgn direct investments
accounted for 1.6% of GDP in north-western regi@h6% in central regions
and 0.1% in the South.

Table 6. Direct foreign investments in selected Itan regions (in EUR thousands)

Region FDI inflows in 2006 Share in total national
Apulia 247269 0.2
Basilicata 246100 0.2
Calabria 29963 0.0
Campania 245991 0.2
Sardinia 97674 0.1
Sicily 30135 0.0
Lombardy 104464729 68.9
Centre-South 152124329 99.3
Mezzogiorno 1016606 0.7
Italy 153140935 100

Source: Own work based on: Daniele, Marani 200898.

Table 6 reveals a gap between northern and soutbgions with respect
to foreign direct investment inflows. These investts could considerably
accelerate the development of Objective 1 regibos,so far foreign investors
have shows little interest in the South. Their preg in those regions is not
much better, as only 371 of 7100 foreign enterpregeerating in Italy (5%) have
their registered offices in the South.

Crime

Many economic, sociological and historical studitsm that organized
crime is a substantial barrier to the developménhe South (Catanzaro 1991,
Centorino, La Spina, Signorino 1999, FiorentinijtAean 1995). This is also
often thought to be the underlying cause of thellsmeerest of national and
foreign investors in Objective 1 regions. In 198Jos Labini, the renowned
Italian economist, reported that money extortia@®ult in moving production to
other regions and discourage investment in the Ii5¢8ylos Labini 1985).
Crime organizations influence the economy in vasiaays. Money extortions
from entrepreneurs are the most visible example. flindsraisedare used to
finance other crime activities and control legakibesses. Moreover, crime
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organizations force entrepreneurs to purchase goodsaw materials from
specific suppliers, employ members of the crimelaeyoor impose restrictions
on sales.

In general terms, organized crime increases invagtmisk and costs, and
consequently has a depressive effect on the whotmoeny. Apart from
extortions and protection money, the protectionvjgled by crime organizations
leads to a situation where inefficient businesses aperated as a cover for
illegal activity (Becchi, Rey 1994). By violence ocorruption, crime
organizations influence the functioning of the nedrland the institutional
system through distorted allocation of resources @apturing of a portion of
public funds, including Community funds. This unuéres the functional
capacity of the market and institutions, as welthas capacity for development
of the local economy (Centorrino, Signorino 1993).

In the 2000-2006 programming period, the crime rateObjective
1 regions remained high. Its measurement involvidrdnt categories of crime
but primarily extortions, assassinations, arsomsamticipation in crime groups.

Table 7. Crimes reported in 2002-2005 in selectedalian regions per population; Indices
(Italy=100)

Region Extortions Organized Assassinations Arsons
crime groups

Apulia 150 119 200 146
Basilicata 87 222 29 94
Calabria 185 196 717 346
Campania 162 155 929 107
Sardinia 74 36 429 149
Sicily 143 177 186 166
Centre-North 76 74 34 71
Mezzogiorno 144 147 220 153

Source: Own work based on V. Daniele, U. MarinQ20p. 202.

Table 7 shows that in regions under Objective 1rthmber of crimes
analyzed is relatively larger compared to otheriamg but represents
considerable diversity. The crime indices are emély high in Campania,
Sicily, Apulia and in particular in Calabria.

According to estimates, nearly 160 000 of entregues in Italy faced
extortions, predominantly in the South. The numbgrentrepreneurs paying
“protection money” is estimated at 70% in Sicily0% in Calabria, 40% in
Campania and 40% in Apulia, which means that o2érd00 entrepreneurs are
faced with this practice. If the protection monsynbt paid, crime organizations
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strike by intimidation, property damage or evermipts on entrepreneurs’ lives
(Daniele, Marini 2008, p. 203).

Although organized crime changes over time ancxgansion into the
centre and north of Italy is under way, regiondfedences are still observed.
The majority of Objective 1 regions are affected &iyme to a substantial
degree, which constitutes a peculiar type of coaipag cost that may have
a far-reaching, negative effect on the developroétitese areas.

6. Conclusions

Italy provides an interesting example of cohesiohicyg implementation.
Despite its long tradition in conducting policieisnad at eliminating regional
disparities (dating back to the 1950s) and hugeedjpures, Italy’s performance
has been very poor.

In the 2000-2006 programming period, considerabteyqess in Italy’s
adjustment to the Community cohesion policy waseoled and satisfactory
results in the exploitation of EU funds were acbiitvHowever, these actions
did not translate into improved performance ofgherest Italian regions, which
is an extremely unusual situation that has neveurmed anywhere else in the
European Union.

The underlying causes of the failure are compldye @nalysis offered in
this paper reveals poor results in acquiring dirfeceign investments and
developing tourism and modern technologies, which prerequisites for
economic success in many regions. Organized criage diso considerably
hindered development and is largely responsible deterring investment
activities in the south of Italy.
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Streszczenie

REALIZACJA WSPOLNOTOWEJ POLITYKI SPOIJNO SCI WE WLOSZECH
| JEJ ZNACZENIE W WYROWNYWANIU DYSPROPORCJI REGIONA LNYCH

Celem artykutu jest przedstawienie znaczenia, jé&kidki wspélnotowej polityki
regionalnej odegralty w ogganiu spdjnéci spoteczno — gospodarczej przez wioskie
regiony Celu 1 oraz pokazanie barier i szans ropwgch dla tych terytoriow
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w przysziéci. W czsci pierwszej przedstawiony zostat proces dostos@zpaw/toch do
polityki wspoélnotowej, gtéwnie pod wedem zgodnsti prowadzonej polityki

z zasadami polityki regionalnej oraz dostoséwastytucjonalnych. W ezci drugiej
przedstawiona zostala analiza poréwnawcza wigkéunduszy wykorzystanych przez
regiony kohezyjne w okresie programowania 2000 8620 zatéonymi wielkgciami,

a take préba odpowiedzi na pytanie, cinodki te w istotnej mierze wplyly na
zmniejszenie sirdznic miedzy biedniejszymi regionami Potudnia a bseggini P6tnocy
— Centrum. W ostatniej g&ci pokazano miiwosci i bariery rozwojowe, przed ktérymi
stojg wtoskie regiony kohezyjne.



