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1. Introduction

The aim of this work is to analyse the impact & ¢turrent economic crisis on the Apulia region and
the role of the European Cohesion Policies on Idegklopment and on the overcoming of the crisis.

In order to do that, besides using data on theosembnomic context, we interviewed a number of
local actors asking them an evaluation of the cuirséuation, on the policies implemented at theogaan,
national and regional level, and, finally, theirdoasts on future development of the region.

The Apulia region is located in the South of Italyd has more than 4 millions of inhabitants. Bari,
the most populous city, is the capital of the radioat comprises a total of six provinces; oneheit, the
so-called BAT province, was created by the uniothofe towns (Barletta, Andria and Trani) only rebe
in 2004, although the first elections for the regibcouncil were held in 2009.

Given its geographical location, the proximity heetBalkan countries and especially with Albania,
in recent years the Apulia region has strengthghedcooperation with countries situated in thisaare
increasing not only the commercial relationshipghwihem but also the socio-cultural cooperation
programmes.

However, although the region has turned its atenthainly to strengthen the relationships with
countries located in Euro-Mediterranean areasit ks institutional relationships with countriegsale this
area, like Russia, the United States, the Latin igaa countries and China. These are mainly duiado
support given by the region to the firms’ intermation process.

In fact, with the planning for 2007-2013, the Ajutiegion pursued the objective of consolidating
the process of local production systems’ and |taxaltories’ openness. Moreover, the region partites in
several European and international networks, tmatlves Institutions and Operators mainly belongiog
the European Unidn

From the political point of view, after being gomed for long time by centre-right coalition, the
2005 represented a turning point for the regiorditipal framework, as the election was won by Nich
Vendola, leader of the SEL (Left, Freedom and Egplgarty, who was confirmed as President of the
Region also in 2010’s elections.

Perhaps, the political change was at least parilenl by the increasing difficulties that, sincelga
2000s, led to a series of socio-economic problemd,a modest performance of the economic systeth, bo
in terms of production and employment.

As pointed out in a number of studies on the regji@ocio-economic contéxtthe limits to the
regional development, both in qualitative and datlie terms, come from three major critical issues
involving the living conditions, the social backgral and the productive system.

The relevance of citizens’ living conditions in eehining the development level of a territory, not
only from the economic point of view, is widely ogmized.

Even before the onset of the current financial eoshomic crisis, the household poverty level was
particularly marked: for example, in 2007, abowguarter of the population was poor. This obvioushs
important consequences on the area’s growth patedts it is well known, household with poor stardia
living conditions, tend to consume almost exclulgiverimary goods, devoting only a fraction of their
income to superior goods. From the economic pdinti@w, this has at least two negative effectsstfiit
decreases the aggregate demand for regional goddseavices that are more innovative, and therefaree
expansive; secondly, it becomes more difficult, whet impossible, for a share of the populatioimtest
in assets such as education and training, withoafsvconsequences on the degree of social mobrity a
consequently, on the chronic nature of povertyhis regard, in fact, although in recent yearsitirestment
in education is increased, it results still instiffint, as it is lower not only than the Europeaarage, but
also than the national one. For example, evereifidita on the attendance of compulsory school@sitiye
and show an overall decline in the drop out rdte figures on the school attendance rate arebsiitiwv the
national average.

! The cooperation Programmes approved by the Regia@d@ were numerous and most of them were focusedlmnia. In 2009,

the Apulia region was involved in 3 interregionaloperation programmes: the first one aims at tleoseconomic and cultural
development of the Balkans countries and of the Medinean area; the second one is an internatimagleration programme for
Albanian children; and, finally, the third aimsthé Argentinean socio-economic development.

2 “Prima Indagine sulla Poverta e I'Esclusione Skecia Apulia”, 2008; “Apulia in Cifre”, 2010.



Finally, another criticism of the social contextat negatively affects the citizens’ living condits
and, consequently, the socio-economic developnfahieaegion, is the spread of illegal behaviostgh as
illegal constructions or employments, the tax emasj and so on and so far.

As regard the production system, it should be se@shat it was modified over time thanks to the
creation and development of local firms, on one sahd with the contribution of external investnsermn
the other. This implies that at regional level ihsvestablished a strongly diversified productiosteays
where one can find industrial districts or speeg&di cluster in the engineering sector, but alsgelaural
areas.

In what follow, we will analyze more deeply the EBeconomic characteristics of the Region,
comparing the performances of the economic systefe and after the onset of the crisis starte2D08,
where the availability of data allows for it.

The work is organized as follow. In section 2 wegant the demographic and migration trends that
characterize the Apulia region in the last decadesection 3, starting from the description of Suxio-
economic framework, we analyze the regional econ@ystem, with particular emphasis on the prodactio
system, on the labour market, supporting the aisalygh the interview results. Section 4 is devotedhe
analysis of the policies implemented at Europeaatjonal and regional level, and on respondents’
evaluation. Finally, section 5 concludes with rexgents’ forecasts on future development of theoregi



2. Demographic changes and migration flows

After a decline occurred during the last five yeafghe past century, from 2003 the population
living in the Apulia region has continued to grod%eccording to the data provided by the Nationalitngt of
Statistics (ISTAT) at the 1° January of 2011, theeze more than 4 millions of people living in tRegion,
the 1.5% more than the same period in 2010, theaend the 7% of the National population and for 1886
of those living in Southern Italy.

Fig. 1: Demographic Trend, 1995-2010
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Against a low birth rate, there was an increasténproportion of the elderly population, although
not only the percentage of people over-65 is bellow the National average, but also the proporabn
young individuals on total population is still higtcompared with the national data.

However, the population is not uniformly distribdtacross the region. The most populous province
is Bari, where lives the 30.7% of the total popolat while the provinces of Barletta and the “BAdie
those with the lower percentage of residents.

Fig. 2: Population by Provinces, 2010
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The differences between the six provinces are poefil also by other demographic indexes. Here,
we will limit the analysis to two of them that bmttthan others provide information on the demogiaph
structure of the population, namely the birth ratepne side, and the old-age index on the other.figures
provided by ISTAT show that the fertility rate, cpated as the ratio between live births for 1000 worim
reproductive life, is higher than the regional aggr in the provinces of Taranto, Foggia and inBAd,
while the lowest rate is observed in the provinteexce (ISTAT, 2010). The birth rate, computed as the
ratio between the live birth and the average pdmiamultiplied by 1000, had a declining trend ottee
past four years in all the six provinces, althotlggre exists some differences between them. Ind&iiand
Lecce the mean value are below the regional figutéle we get the opposite result in the remairfimgy
provinces, which show values higher not only thanregional one, but also than the southern andraht
averages.

As for the second index, although the populaticimgg@rocess depends on the interaction of many
variables, some information on it can be drawn ftbmanalysis of the old-age index, computed asdtie
between the over-65 and individuals aged betwesmd014. The highest values in this case are regtsia
the provinces of Brindisi and Lecce, while onhtle municipalities that compose the BAT provinoerghis
a higher incidence of young people, as the indeesta value lower than the parity (100).

Fig. 3: Old-age Index by Province,
2010

160
140
120
100
80
60
40

20

Foggia Bari Taranto Brindisi Lecce BAT

Source: author’s elaboration on ISTAT data, 2010

Finally, in order to have a complete frameworlsdems necessary to provide also some information
on the dependency ratio, which gives both economius social information, as it relates the numider o
individuals that are likely to be dependent on thpport of other for their daily living, as theyear
unproductive for age reasons, to the number ofetlrosvorking age. At regional level the ratio i®and 1
to 2, meaning that for each unproductive individih@re about two potentially active, even if trgufies for
the provinces of Lecce and Foggia are higher thamdgional average.

3 “Indicatori demografici”, ISTAT 2010.



Fig. 4. Dependency Ratio by Provinces, 2010
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However, what is worrying, both from the economal a&ocial point of view, is that the percentage
of “old unproductive” is higher than that of indilials under-14 (Tab. 1), and this will have ineJga
repercussions on the national contributory system.

Tab. 1: Population by Provinces and Age Classes, 20

0-14 over-65 15-65 over-65
Foggia 224,955 415,936 115,88
Bari 421,303 833,158 220,044
Taranto 197,854 382,671 106,299
Brindisi 138,251 264,845 76,834
Lecce 285,326 52,823 164,008
BAT 132,008 259,498 61,743
APULIA 1399,697 2684,338 744,808

Source: Demo-ISTAT, various years

How it emerges form the analysis of these dataptisitive trend of the population growth should be
attributed to the attractive power of the regiomichh has generated a strong migratory movementierat
than to the positive balance of the natural treflde immigrants account for around the 2% of total
population residing in the region, a figure lowlean the national average but similar to the Soutltaty.
Once again, there exist some differences betwemiinues.



Fig. 5: Migration trend by Provinces, 2005-2010
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Although in recent years the presence of immigrantacreased, the provinces in which it is more
consistent and higher than the regional averagetlase of Foggia and Bari. However, there was a
consistent growth of immigrants in the provincelafanto, where they risen from just over 4,00000322to
around 8,000 in 2010, so that the share on tofalllation is risen from the 0.7% to the 1.4% (Tgh. 2

Tab. 2: Foreign residents by Provinces, 2005-2010

2005 2006 2007 2008 2009 2010
Foggia 9,217 9,322 9,86 14,049 16,933 18,365
Bari 22,44 22,103 23,041 27,451 31,023 2,805
Taranto 4,018 4,05 4,244 5257 6,076 8,111
Brindisi 3,894 4,041 418 5034 5905 6,686
Lecce 8,374 9,209 9,209 12,077 13911 1577
BAT - - - - - 7,338
APULIA 47,943 48,725 50,534 63,868 73,848 84,32

Source: Demo-Istat, various years

The relatively low proportion of immigrants on tbfmpulation has at least two implication: on one
side, it reduces criticism in the management angigion of social services, but, on the other|sbaeduces
the potentially important contribution that immigta can give to the development of the region.

Moreover, during the last years, citizens from Agudtart again to migrate to the Centre-North of
Italy, and this figure is still more worrying whame considers that, in most cases, emigrants gtdyhi
gualified young people, who do not find job oppaities in the region.



3. The socio-economic framework

As mentioned in the introduction, since the begignof the new millennium, the Apulia region
faced increasing difficulties that led to a semésocio-economic problems, and a modest perforsmafc
the economic system, both in terms of productiahemployment.

The data on the GDP, employment and exports sh@weaece capacity to create new jobs and
promote social inclusion, but also the lack of waitve activities and a number of difficulties ihet
production system in terms of competitiveness.

Hence, starting from the data on the GDP, in thitisn we will analyze the characteristics of the
regional economic systems, focusing particularlyttenlabour market and production systems of tgeore
and on the changes produced or accelerated byrigie. dhe analysis of the data will be followed tine
results of the interviews.

3.1 GDP, Poverty and Social Exclusion

In 2009 the regional GDP accounts for the 4% ofrthgonal one (Tab. 14) and to the 28% of the
Southern GDP (ISTAT, 2009 By analyzing the dynamic of the GDP in a longiean of time it can be seen
that, apart from a slight decline between 20022008, it was constantly growing since 1995, andl ttend
lasted until 2006. However, as noted above, thenad economy was in a downturn since the early0200
In fact, although during the last years of the pasitury the regional GDP had grown at a rapid paid in
some cases it increased not only more than therggloigal reference area, but also with respeché¢o t
national average, starting from 2001 there waschraein growth rate.

Fig. 6: GDP Apulia, South and Italy
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Fig. 7: GDP Percentage Variation, '96-‘09
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4 “Principali aggregati dei conti economici naziohaSTAT, 2009.
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The current economic crisis, which was initiallfirrancial crisis and only later on becomes a crisis
of consumption and, hence, affected the demand safms to have not affected immediately the nation
and regional economy (thanks also to a ratherestsiblation of national banks and a strong propeisi
save of the Italian families), as in 2009 its inpaas stronger. The figures on the percentage tiamiaf
the GDP can help to detect the impact of the ciisithe Apulia region, and show that the region8IFG
decline was similar to the national one but slighilgher than that observed in the South of Italy.

However, as it has been widely recognized in thanemic literature on social welfare, even if the
GDP is a very useful tool, the information it prdes in terms of welfare and wellbeing are quiterp®be
information provided by this indicator should beriened and integrated by the analysis of other
characteristics that affect not only the social farel, but also the socio-economic development ef th
society.

We are referring, in particular, to those measwhkih allow to capture the “multidimensionality”
aspect of individuals’ well being and the inequatiynamics. As regard the former, it should beceatithat
individual's welfare depends not only on the lesEIncome they own, but also on a number of facliées
() the level and the quality of consumptions; {fii¢ capacity and the possibility to actively papéte to the
political and social community in which the indivial lives, and hence the degree of social exclygion
the labour market participation and, finally, (e environmental context in which individuals livis
regard the inequality dynamics, then, it is knowattan higher income concentration or, said itedéhtly, a
higher level of inequality in the income distritmrti implies not only higher social costs linked ke t
provision of services for poor citizens, and anéase in social conflicts, but it is also assodiatéh a loss
of welfare for the whole society.

Hence, in what follows we will present some datatesl both to the first and the second points,
referring to the following subsections for the gs@ of the labour market participation in the Apukgion.

The data on social quality provided by the Ministfyfeconomic Development show that, in the five
years for which data are available (from 2001 t0&0the indexes considered, namely the inciderice o
environmental certification, the rate of violeninees, the incidence of spending on leisure andiiland,
finally, the attractiveness of tourist consumptiomave followed a similar path at both national aggional
level (Tab. 3).

Particularly, the improvement in the first indicgtthat is more than doubled in five years, suggest
a better quality of life, at least from this poaftview. However, this data could be partly dughte fact that
Apulia was the first Italian region that introductgt Green Public Procurement, and this could canse
increase in the demand for environmental certibcatThe data on the remaining three indicatorsless
encouraging. The level of spending in leisure aotuce, together with the capacity to attract teuri
consumption have remained almost unchanged dunmgeriod considered, while the rate of violenineri
is increased, although it remained lower than tit@nal average.

Tab. 3: Social Quality Indicators

Apulia Italy
2001 2006 2001 2006
Incidence of environmental certification 4.4 10,8 92 7,7
Rate of violent crimes 11,6 15,9 13,3 20,1
Incidence of spending in leisure and culture 6,5 6 6, 7,3 7,5
Attractiveness of tourist consumption 2,3 2,5 6,1 2 6

Source: Ministry of Economic Development

A lower economic development of the Apulia regioithwrespect to the national one, that also
characterizes all the Southern Italian regionsjemonstrated by the high incidence of poverty.His t
regard, it should be noticed that in the two ygmexeding the crisis, the incidence of relativegrorin the
region was decreasing, but between 2008 and 209%arkedly increased (Tab. 4), although by comngar
it with the national and the Southern average iemgms that, even if incidence of poverty is alwayse
than double in Apulia than in the rest of Italyisitsignificantly lower than the average observethe South
of Italy.

11



Tab. 4: Incidence of Poverty by Households (H) anthdividuals (1), 2005-2009

2005 2006 2007 2008 2009

H. I H. l. H. I H I H l.

Apulia 19,4 20,2 19,8 22,3 20,2 21,9 18,5 21,1 21,0 21,9
South 24,0 26,5 22,6 25,2 22,5 24,9 23,8 26,7 22,7 25,7

ltaly 111 13,1 111 12,9 111 12,8 11,3 13,6 10,8 13,1

It is defined relatively poor a family whose montleixpenses in consumption is equal or lower thaike poverty line,
measured by using the per capita average consumptio
Source: Survey on Family Consumption, ISTAT

Another measure often used to analyze the socioegaiz context is the deprivation index. It shows
a trend similar to that observed for the incideottpoverty. However, in this case the data arelala only
until 2008 and the index shows a relatively cortstaand over time, apart from the peak registereddo7
(Tab. 5). However, differently from what observext the previous index, in this case the figuresther
Apulia region are very close to those observedtlier macro-area to which it belongs and, once again,
substantially higher than the national average.

Tab. 5: Deprivation Index for Family (Eurostat Indi cator), 2004-2008

2004 2005 2006 2007 2008

Apulia 25,4 25,3 24,6 28,1 25,3
South 26,9 27,3 25,3 25,5 26,6
Italy 14,5 14,5 14,0 14,8 15,8

A family is defined deprives if it shows at leasieoof the following characteristic§; can not face unpredicted
expensesi) can not afford one week of holiday far from hoiiiig;have bac kreniy) can not afford an adequate meal
at least every two days) can not adequately keep warm his house; do nat:gvwwashing machineyii) tv colour;
viii) tv; ix) car.

Source: ISTAT, Survey on “Income and Living Conalits” Eu-SILC, 2007

Finally, as regard the level of inequality, it ielwknown that there exist several methods to neasu
it. The one most commonly used in the literatur@scsts in using a synthetic index which allows to
precisely measure the degree of inequality in th&ildution of income, thus allowing to evaluateetier it
has changed over time and in which direction, ngrifiét is increased or decreased. Among thesexesle
the most commonly used is the Gini coefficient, eithallows one to measure the degree of concentratio
a distribution and ranges from 0, in case of egudistributed outcome, to 1, in the case of maximum
concentration. Unfortunately, the data on this indee available only until the 2007, the year imiataly
before the onset of the crisis.

The data show that, while remaining almost stablaenational level during the period considered
(2003-2007) slightly declining over the last twoay® considered, in Apulia the trend was not stalie,
after an increase in 2006, there was a reductighearast year considered, when it reach a leweéidhan
the national one (Tab. 6).

Tab. 6: Gini Index, 2003-2007

2003 2004 2005 2006 2007
Apulia 0,33 0,30 0,30 0,33 0,29
Italy 0,33 0,33 0,33 0,32 0,31

Source: ISTAT, Survey on “Income and Living Conalits” Eu-SILC, 2007

Notice that only when more recent data will be kde we will be able to draw some conclusion on
the impact of the financial and economic crisisregional inequality, and verify if this positiveetrd
observed till 2007 has been affected in some wa fi.

12



3.2 Production System

The most important sector, at regional level, esdhe linked to the provision of services, followed
by a considerable distance, by the agricultureiaddstry sectors, whose weight on total econonpyrésty
similar.

Obviously, each sectors has a different importdacéhe total added value of the six provinces that
compose the region, as shown by the data in Talzdréexample, the agricultural sector is more irtgoat
in the provinces of Brindisi, Lecce and Tarantonthet regional level. Particularly, in the lattereth
agricultural sector accounts for about the 37%hef tbtal added value of the province, only 3 pe&gn
points less than the tertiary sector.

By looking at the trend of the last five years faich data are available, one notices that intal t
provinces the weight of the agricultural and mantifang sectors are decreased by 2 percentagespoint
while it is simultaneously increased the relevaat¢he industry and of the tertiary sectors, altjffothe
former increase less than the latter.

Some information on the impact of the current srish the regional production systems can be
drawn from the analysis of the firms’ stillbirttnat provides information on the number of firms repi@g in
a given area. By analyzing the firms’ growth ragévien 2006 and 2009 it clearly emerges that tfiemal
production systems was in a restructuring phasehibgun before the onset of the current crisis (Tab
With the exceptions of 2007, when the regional grenince is similar to the national one and muclhérig
than that observed in the South, already in 2008 tbserved a negative trend in the region, ard th
reduction in the number of operating firms is emeore pronounced in 2009. By disaggregating the data
provincial level, it emerges that in 2008 there wanore marked decline in the provinces of Bari lagcce,
where the number of firms’ closure was higher thh@ newborn, and the phenomenon is even more
pronounced in Lecce in 2009. Only the province afahto and Foggia show a slight increase in thebeum
of firms in 2009.

Tab. 7: Firms’ growth rate and demographic changes2007-2009

2007 2008 2009
Demographic Change
Foggia 1.24 0.76 0.03
Bari 0.64 -0.62 -0.29
Taranto 0.22 0.55 0.11
Brindisi 0.38 0.07 -0.43
Lecce 0.69 -0.3 -1.58
Apulia 0.78 -0.1 -0.44
Growth Rate
Apulia 0.78 -0.1 -0.44
South 0.46 0.32 0.24
ltaly 0.75 0.59 0.28

Source: Movimprese

However, the last data denote an improvement, a20k0 the regional firms’ growth rate was
positivef (2.34), and slightly higher than that alied in the South (1.24%) and at the national level
(1.19%).

By looking at more recent data, it emerges thaffitlse half of 2010 was characterized by an initial
reduction in the production level and a subseqemtivery (Bank of Italy, 20

According to a recent survey conducted by the Bafrikaly’ (2010), in the first three trimesters of
2010 there was a decline in sales, especiallydrettgineering sector.

Moreover, the economic recovery seems to be notvgdtestablished, as demonstrated by data on
the investment and the use of facilities. As redhedlatter, although it grown up in late 2009sistill very
low. As for the investments, in 2010 they were hetxpectations for 30% of the firms consideredtfor

5 “Natalita e Mortalita delle Imprese registrate pete Camere di Commercio”, Movimprese 2010.
6 s ’economia della Apulia, 2010”, Economie Region&ank of Italy.
7 Bank of Italy,op. cit.
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survey conducted by the Bank of Ital2010), mainly because of the unexpected declinéghe demand
side, the uncertainty on the economic global tremd, financial factors. However, the Bank of Itplyints
out that in 2010 are increased both the level ofiability and the percentage of firms with pos#i
expectations on profits.

Finally, it seems necessary to say something atheutegion’s international trade. The figures on
the first half of 2010 show a marked improvemeng flevel of exports is increased by 20% with respec
the same period of the previous year, much mone tihe national average (Bank of 1taB010). Although
more than the 50% of total goods are exported irofigan Union countries, especially in Germany, the
exports in non —EU countries in 2010 rose by ovepe@rcentage points with respect to 2009, althahgi
are decreased in Asian countries, due to a reduofiexports in China.

Tab. 8: International Trade by geographical area

Export
% variation
Country
2009 | sem 2010
I sem. 2010 (min. Of euro)
EU countries (1) 1,811 -25.4 195
Total Euro area 1,475 -27.0 20.0
France 346 -27.7 29.3
Germany 382 -15.3 34.1
Spain 249 -42.0 11.0
Other EU countries 336 -17.6 17.7
UK 164 -11.0 8.4
Extra-EU countries 1,401 -18.9 21.0
Centre-Eastern countries 178 -20.5 7.3
Other European countries 478 -10.8 33.8
Switzerland 348 -2.5 16.1
North America 307 -27.0 23.3
us 288 -23.0 24.3
Centre-South America 33 -64.4 26.1
Asia 204 -15.1 -13.1
China 35 -20.0 -17.6
Japan 32 0.6 37.2
EDA (2) 38 571.9 20.3
Other Extra-EU countries 200 -11.2 -15.2
Total 3,212 -22.7 20.2

(1) UE-27; (2) Dynamic Asian Economies
Source: Bank of Italy, 2010

3.2.1 Regional disparities

Even before the onset of the crisis there werengtn@gional disparities in terms of economic
development. In particular, the provinces of Fog@eandisi and Lecce are particularly disadvantaged
that the crisis has accelerated an ongoing process.

The southern of the region, and hence the proviotBsindisi and Lecce, had long been in a critical
situation due to the collapse of traditional indiest namely textile clothing and footwear. Althduin
recent years it has been emphasized the role nétouespecially in the province of Lecce, it il strecent
phenomenon, whose production levels are relatilaly compared to those lost in the sectors previousl
prevalent in these areas.

The provinces of Bari and Taranto are in a differ@tuation. Given to the current crisis and its
structural system, the first suffered more fromdieeline in trade and commerce, two important sedtr

8 Bank of Italy,op. cit.
9 Bank of Italy,op. cit.
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the economy of this province. At the same timd)algh there are firms in crisis, due to the diVieadion
of its production system the province of Bari iffeting less than others for the current crisis.

As regard Taranto, it seems to be the one mostthiraffected by the crisis, due to its impact bae t
steel industry, which is very important for the yirwial economy.

Summarizing, even if there exists some differeringerms of the impact of the current economic
crisis, in most cases these differences alreadstezki The only exception might be represented by th
province of Taranto, for which is most likely thi&ie provincial crisis is due to the cyclical oneattis it
could be due to the impact of the current econamigis on the steel sector.

3.2.2 Interviews' Results

The crisis is described as a “horizontal phenom&moeaning that it uniformly affected the regional
economic system. Actually, some sectors are affeotere than others, namely the steel, the textie,
fashion and the footwear sectors. However, as detj@r first one, there was a recovery at the béggnof
2010. As for the latter, the situation is moreicait but this is due to the fact that the cristcews in a
downturn period.

These sectors were in a negative phase since 20d3this was due not only to the international
competition, particularly from East Asiatic counsj but also to the appreciation of euro with respe
other currencies, particularly the dollar, whiclused a downturn for these sectors, whose compeatibs
was mainly based on costs.

Thus, despite having affected all sectors, the ahmd the crisis was higher for those already
struggling.

However, besides some specific case, such as ¢bé stxtile, clothing and footwear sectors, the
crisis mainly affected those sectors linked toittternational trade, with the exception of the feedtor.

The strategic response of firm’ have primarily feed on finding new markets and on increasing the
added value of their products, although they diifiethe strategy adopted according to the sectovhicth
they operate, and depending on their dimension.

As regard the search for new markets, the mostrdimfirms were undoubtedly those already active
in the international markets, as for them was easidiversify the export markets.

On the opposite, the small, mini and micro firmge@d more difficulties, are they enter the
international markets only recently, as a reactmrthe current crisis, and therefore they are siilthe
decision-making process on the international gjsate implement.

Besides the dimensional factor, the strategic iffees also depend on the ability of firms to bienef
from the opportunities they face in more dynamicrkets, and thus on their ability to capture market
signals.

As for the difference between sectors, respondegise that firms producing investment goods have
chosen as a natural target market European Uniontges, such as France and Germany, while thage th
produce consumer goods are more oriented to thk&etsaof the emerging countries. It is more difftcul
however, to predict how the situation will evola suppliers of larger enterprises, that is, ifytéll be
still able to stay in business or not.

In the construction sector, that is really impottan the regional economy and was strongly affgcte
by the current crisis, it is trying to pursue tdea of sustainable growth, focusing in this caserefore, on
the quality of the product. This kind of diverséton, in fact, was already in place, and was gerdrby a
series of regulatory constraints imposed an theofigan level, and induced by the example of other
countries. Hence, there were adopted various mesaswxternally induced” driven by countries with a
higher sensitivity to these issues, mainly NorthEtmopean countries. Companies operating in thitose
are trying to create a network of coordination agwarious enterprises, and between these, on dagasid
the Universities, on the other. This kind of precesviewed positively by employers, who complain &
discrepancy between universities’ research anchbasineeds: networking of this type may be pastitul
beneficial for a region like Apulia, mainly charexzed by small and medium-sized enterprises, which
would not be able to invest in research and deveéop with their own resources.

Finally, companies operating in the so-called tradal sectors, namely textiles, clothing and
footwear, are in quite different situation. Theye drying to position themselves on higher valueeatld
products, focusing on brands, and this adds tal#hecalisation process started approximately fiftgears
ago. The difference is that they are now tryingrimduce more for their brand. Many companies ojegat
the service sector have therefore focused on theesgitic market, meaning that they are focusing erstie
phase and on promotion of their brand.
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To conclude, the prevailing view among respondenthat the structural change in the production
system was not caused by the crisis, as it waeeps started several years ago, mainly drivernby t
globalization process. Therefore the crisis actedan ongoing process, and had principally affected
weakest sectors, namely those that had focusedmstrategic factors (such as the labour costs)dease
their competitiveness.

It follows that the first effect of the crisis was accelerate the changing process in the local
production structure. In particular, it is acceterg the search for new markets and the divergitoaof
products and services, thereby increasing theratieg in traditional sectors, and it is bringingrfs on the
production of higher added value goods, increasirthis way the degree of specialization in somekeiz
and the transfer of labour in developing countr@gegrocess already started, but accelerated byrihs.

To conclude, according to the respondents, the meffiects of the crisis will be a business’
reorganization, especially in the management ofréhationships with banks, an increase in the $efoc
new markets and, above all, a selection of theraatcthe market, both in terms of numbers androictural
features of enterprises.

3.3 The Labour Market

Although the manufacturing activity shows a posittvend of recovery, the same does not hold for
the labour market, at least according to curretd.da

A lack in the ability to create new jobs emergesnirthe figures of the Labour Force Survey
conducted by ISTAT, according to which the dynanasitemployment in the Apulia region is negativejras
the rest of Southern ltaly, hence going in the @jfipodirection with respect to the national treftie
surveys conducted by ISTAT shows that, after thsigsrthe labour market indicators in Apulia have
followed a pattern similar to that of Italy and ather southern regions. However, although datahen t
employment and unemployment rates are substansaitylar to the Southern average, the gap with the
national average is still high (Tab. 9).

Tab. 9: Activity rate, 2004-2010
Apulia South Italy

Male Female Tot Male Female Tot Male Female Tot

[l Trim 2004 69.9 36.6 531 704 37.8 53.9 746 150 62.3
Il Trim 2005 70.5 31.7 50.8 69.6 36.3 52.8 74,0 649. 61.8

[l Trim 2006 69.5 33 51.1 685 36.2 522 744 50.1 62.3
[l Trim 2007 71 34.5 525 69,0 36.3 525 747 50.7 62.7
[l Trim 2008 70.3 35.1 525 67.8 37,0 523 744 3Bl 62.8
[l Trim 2009 68.5 33.6 50.8 66.5 35.8 51 73.7 50.5 62.1
[l Trim 2010 66.8 35.5 509 64.8 35.5 50 72.7 50.2 61.4

Source: Labour Force Survey, ISTAT various years

In the third trimester of 2010, the workforce inuip was composed of 170,000 units, about 40% of
which are women.

The first indicator from which it is usually stadt¢he analysis of the labour market is the activity
rate, being computed as the ratio between theeagibpulation and individuals in working age, preadd
some information on the labour supply. Accordinghte data, during the six years we consider theuab
supply fell proportionately more in the Apulia regithan the rest of Italy: although modest, theicédn in
terms of percentage points was double than ingseaf Italy (Tab. 9).
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Fig. 8: Activity rate, '04-'10
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Both at national and regional level, there is aificant gender difference in terms of participatio
to the labour market, as the employment rate ikeady higher for men than for women, and the gender
difference in Apulia is much more pronounced thanational level (Tab. 10). However, it should lmed
that the participation rate has declined much nmioremen than for women in the six years considered.
Moreover, while for the former the trend is decmege®ven in the third trimester of 2010, for worntée
most recent available data show a slight improvémth respect to the same period in 2009. Nevéstse
the employment rate for women, although having grony in the last six years, it is still a half betmale
employment rate, and 15 percentage points lowertthe&national average.

Tab. 10: Employment rate, 2004-2010

Apulia South Italy
Male Female Tot Male Female Tot Male Female Tot
[l Trim 2004 62.4 28.7 45.3 62.7 30.7 46.5 70.3 145  57.7
Il Trim 2005 63.2 24.9 43.8 62.5 29.3 457 69.9 844. 57.4
[l Trim 2006 63.3 27.7 45.3 62.5 31,0 46.6 70.7 146 58.4

[l Trim 2007 64.9 29.6 47.1 63.2 31.2 a7 71.3 46.9 59.1
[l Trim 2008 64 30 46.8 61.5 31.7 46.4  70.7 472 9,06
[l Trim 2009 62.1 29 453 595 30.8 45 68.9 46.1 7.5

Il Trim 2010 59.2 30.5 447 57.6 30.5 43.9 67.6 A5 56.7
Source: Labour Force Survey, ISTAT various years

Besides women, also young people appear to beplarly disadvantaged. The analysis of the data
on the employment rate, disaggregated by age slasseesals that, although the figures are lowen the
national average for all age classes, the regigaplis particularly strong for individuals agedvietn 25
and 44. However, it should be noticed that, diseggting the data by gender, it emerges that theé mos
disadvantaged among males are those aged betwesmd 25!, while among women the most disadvantaged

are those aged between 35 and 44.
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Fig. 9: Employment rate by gender, '04-'10
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As regards the geographical distribution of emplegim in 2009 Bari was the province who
performed better, as the data on the employmens rate higher than the regional average, both when
considering the overall figure and when the sarigpptiisaggregated by gender. The provinces of Taramd
Foggia follow it, despite in the latter this reshtilds only for men, as it is the province with tbevest
female employment rate.

If one wants to analyze more deeply the effecthef drisis on the labour market outcomes, some
intuitions can be drawn from the analysis of thentt of the unemployment rate, although it does not
necessarily express a causal relationship, agitiisof analysis does not allow us to surely dedined the
observed changes in trend are attributable toriBes cit provides some information that allow ostake an
evaluation of the labour market performances.

The overall unemployment rate, that is withoutidgishing between men and women, in the third
trimester of 2010 amounted to 12.12%, identicahtoone observed in the South (Tab. 11) but 5 p&age
points higher than the national average (7.6 %).

Tab. 11: Unemployment rate, 2004-2010

Apulia South ltaly

Male Female Tot Male Female Tot Male Female Tot
[l Trim 2004 10.6 21.8 145 10.8 18.8 13.6 5.7 99 74
Il Trim 2005 10.3 21.3 13.7 10,0 19.2 13.2 55 95 7.1
[l Trim 2006 8.9 15.9 11.2 8.7 14.3 10.7 4.8 8,0 16
[l Trim 2007 8.4 14 10.3 8.3 14.1 10.3 4.4 7.4 5.6
[l Trim 2008 8.9 14.5 10.8 9.2 14.4 11.1 4.9 7.9 16
[l Trim 2009 9.3 135 10.7 10.4 14,0 11.7 6.4 86 7.3
Il Trim 2010 11.2 14 12.2 11.1 13.9 12.1 6.8 8.7 67

Source: Labour Force Survey, ISTAT various years

By looking at the employment trend of the past fiigars, it emerges that the regional trend has
followed that of the South of Italy and of the eathation: it is increased until 2007 and it deseshsince
the third trimester of 2008 (Tab. 10).

A study recently conducted by the Bank of It8l§2010) shows that the crisis has mainly affected
employees and those working in the constructioniaddstry sectors. The increase of the unemployment
rate was mitigated, during the past two years,uincan increase in the use of social security ltesed of
the Cassa Integrazione Guadag(CIG') that is a short time work scheme which makes hepgay of

10 Bank of Italy,op. cit.
11 |n the Italian social security system, this instemnts aims at substituting or integrating wage sesaexplicitly defined by law; at
the same time it is used to support firms that faodlems in maintaining the cost of temporary “sedi’ workers.
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permanent employees affected by temporary lay-offgynder a forced reduction of working hours, dor
maximum of two years. Particularly, the latest llde data show that there were not improvemerhén
last year, as the use of the CIG is increased By inr62010 with respect to 2009, and this increaseilts
from a reduction in the use of the CIGO, and ameiase of more than 300 percentage points for t&SCI
and more than 200 for the GIGD (Tab. 12).

Tab. 12: CIGO, CIGS and CIGD variation in percentage points, 2009-2008

Regions CIGO CIGS CIGD Total
Piemonte -54.69 159.00 218.39 12.67
Valle d'Aosta -48.88 -30.75 -25.66 -43.60
Lombardia -39.44 122.93 131.70 15.59
Trento -13.77 -.47.40 130.54 9.90
Veneto -41.39 113.55 117.13 -0.17
Friuli-Venezia Giulia -39.45 221.68 134.44 54.34
Liguria -39.97 178.01 211.98 46.56
Emilia-Romagna -38.89 206.05 486.60 83.43
Toscana -36.36 144.39 351.33 59.05
Umbria -25.36 62.53 498.94 94.85
Marche -41.19 36.17 789.61 61.26
Lazio -37.90 31.14 295.92 25.26
Abruzzo -56.64 147.06 44.34 -5.82
Molise -31.19 190.15 724.92 63.70
Campania -35.49 136.73 85.18 32.95
Apulia -31.44 324.78 261.93 75.62
Basilicata 4.17 35.17 799.69 25.68
Calabria -1.04 45.75 359.92 72.71
Sicilia -2.71 99.75 288.83 43.50
Sardegna -1.86 -19.22 135.42 32.18
ITALY -.40.70 126.40 206.48 31.68

Source: CGIL elaboration on INPS data

3.3.1 Interviews’ results

The firms’ response to the economic crisis in teoh&mployment strategies differs according to
their dimension, that is depending on whether aresiclers the small one or the medium-large companie
Although there are some exceptions, in generafitsiereacted to the contraction in the market dednby
seeking to reduce the employees as little as desshen using any kind of social benefit, while tlatter
preferred to maintain the employees with higheatstfic competencies, cutting all other costs, wesre
possible, and consequently increased redundar8@se of the respondents have pointed out then, that
these differences in the reactions of firms do dioéctly depend on their dimensional factor, bug ar
probably due to the fact that large companies favisk of social conflict related to the dismissalich
higher than small, and often have used tools sat¢heCassa Integrazioneeven when they would prefer to
dismiss.

The ltalian labour market is actually composed lyr@up of "guaranteed”, composed primarily of
employees with permanent contracts and often highignized, a group of "flexible", consisting of tkers
with temporary or atypical contracts, and, finalllge third group composed by those working in the s

This measures are divided in “ordinary” and “extcioary”: the first oneCassa Integrazione Guadagni Ordinaria, ClElasts less
and is used in case of temporary market crisis therounpredictable events; the second oBas§a Integrazione Guadagni
Straordinaria, CIG$ lasts longer and is used in case of restructysiogess. These instruments are mainly devotddetintustrial
sectors, and the CIGS can be used only by firms mithe than 15 employees. It follows that they atated to specific categories,
and depends on the size of the firms and on theagaiz sector to which they belong.

Since 2004 it is possible to use these instrumi@nsituation that differ from those defined by l#@assa Integrazione Guadagni
Straordinaria, CIG$, by basing their use on territorial pacts thatfiron the existence of an occupational crisis.
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called “black economy”. With the onset of the ajsindividuals in the first group risk to loose ithe
guarantees and go down into the second one, Wtel&lexible” risk to slide into thirtf.

For example, in the public sector, there has besio@in the turn-over, and then in the demand for
new employees, and the temporary contracts wereematwed; therefore it seems that both groups have
been affected by the crisis, although the lattexr #tronger way.

By analysing the effects of the crisis on the labmarket according to the employees’ contract, it
emerges that, initially, in 2009, temporary workesse the most affected by the crisis. Moreover2009
there was a decline in self-employment while, ia #ame year the reduction for employees was not tha
marked thanks to contractual guarantees and tavithe use of layoffs that have limited the impactttod
crisis.

However, when considering temporary workers, itustidoe bear in mind that we come from a
period of marked flexibility, characterised by aextensive use of atypical and/or flexible employmen
contracts, so it was probably the flexibility aétantering phase that causes these effects. Totealear,
the distribution of the effects of the crisis comlot depended on the firms’ legal systems but fthenfact
that these categories of workers have contracestiiat lend themselves to not be renewed.

To conclude, although a recent survey conductethéyBank of Italy (2010) has shown a situation
particularly worrying for young workers and womesgme respondents believe that the phenomena of
"under-employment" for these two categories arenaittributable to two factors. As for women, itiata
on their participation to the labour market wastguow also before the onset of the crisis, so that
negative performance currently observed is onlylyattributable to it. As regard the second catggthe
low use of skilled young people by firms could béeast partly attributable to the cost factor. flisaon the
one hand, young graduates entering the job markbtamemporary contract in a previous period, rigme
before the onset of the crisis, have been stronglyatively affected by the effects of the crisisigy
because the firms’ first reaction has been to motfion these kind of contracts, which are those enor
commonly used in the access to the labour marleebr&lly, at least for the moment, companies terdréo
low-skilled workers (especially those with a secanydschool degree) and invest in the internal ingin
process, reducing in this way the labour cost.

More recent data show that in 2010 there was ggieauction of the employees, and this trend has
characterized the entire region. There are no wbdereversal trends in the last months with respect
previous period, even if the data show a slowinthenjob losses process.

Although it is difficult to predict what will hapmein the medium to long term, the respondents’
opinions differ from each other. On one side, thamesome who believe that the skilled young peuwjile
be those most affected by the crisis, as theynwillfind job opportunities, and, on the other, ¢hare those
who believe that the most affected will be the ulfesk workers. The hypothesis of a greater impacttiie
latter is based on that about the firms’ futuredpiaiion strategy. In fact, some respondents belieaefirms
will tend to maintain in the Apulia region the praion characterized by higher added value, deilnogl
the production stages characterized by a lowerchddiie. The effect on the labour market shouldetioee
be an increase in employment opportunities for regitied workers. However, this should not affelog t
local labour market on the supply side, as the Isupp skilled workers is growing in Apulia. Some
respondents, in the light of this consideratiorggasted that it should instead be favoured the tioed
training. This means facilitating the enrolmentechnical secondary schools that do not reduceiohails’
opportunities to access to higher education antheatame time, better satisfies the business needs

12 This phenomenon is quite widespread in Italy, sshituld not be undervalued. Unfortunately, theristso data that allow to
have a clear idea of what happened in this arahjghit is not possible, at least for the momemtuerify if the crisis affected also the
black economy or if, instead, the increases inlé¢ivel of “regular” unemployment bring to a growth @mployment in the black
economy.
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4 Regional Development Policies

4. 1 European Policies

The EU regional policies are financed through thracdural and the Cohesion Funds, whose main
purpose is to equalize the level of developmentvéen region and Member States. There exists two
Structural Funds, while the Cohesion one was dstad only in 1994 with the aim of promoting and
accelerating the process of economic, social amiticigal cohesion.

The Cohesion policies are based on national aridnalgco-financing, meaning that the EU actions
respects the additionality principle, so that théRunds are always in addiction to the public exjiteine of
the Member States. Hence, a seven-years progranaftiovgs to the Member States and regions to sef cle
targets, based on the priorities defined in the r&mmal Programmes, and to have a stable financial
framework.

The Operational Programme approved for the Apdgan falls within the Convergence objective
and has a total budget of 5,2 billion to which Eig contributes for 2,6 billion (Tab. 13). The maibjective
of the Programme is to promote the full convergesicthe region in terms of growth and employment by
enhancing the attractiveness of the region, thrahghimprovement of accessibility and of the gwatit
services provided in the region, by promoting ireitnn and the development of the knowledge economy,
and, finally, by increasing citizens’ well-beingdasocial inclusion.

The objectives defined in the Programme do not vadoke but together with other macro-objectives
in the area of sustainable development, equal &yppities and the spatial dimension of development.

The main expected impact of the Programme is actemuin greenhouses gases and an increase in
the GDP and employment level.

The main objectives of the Programme are articdlaéo eight priorities. The first one aims at
increasing the contribution of research and inriowatd local competitiveness and at successfukingaon
the challenges of globalization. The second pgiofdcuses on the use of environmental and energy
resources and aim at promoting the sustainablesfiivibnt use of natural resources. The third aeore
focused on the citizens’ quality of life, as itsimaim is to guarantee wellbeing and safety ofvitiials
living in the Apulia region. Hence, the regionaiogpities have to focus on the increase of careisesv
provided to individuals and families; on the creatiof new enterprises operating in the social care
health sectors; and, finally, on the improvementhef accessibility to social and health servicds fourth
priority aims at promoting the attractiveness d tkegion or, better, at attracting more touristdingcting
those working in the tourism industry toward pradugnd market niches with the highest value adtled.
fifth one is more focused on the accessibilityhe tegion, as it intends to improve regional mopilirhe
remaining three priorities are on the improvemdrthe competitiveness of the governance of theoregpf
its productive systems and of cities and urbansaréa for the latter issue, the aim is to enharmee t
historical, cultural and environmental resourcesitiés and urban area that might risk to be abaedoThe
competitiveness of the productive systems will in@roved by supporting the structural transformatibn
regional industry. In this case, the regional sggtaims at creating conditions that will improve t
advantages of localisation and support the stragegf the productive system to expand to internatio
market. To conclude, the last priority, focusedtha competitiveness of territorial governance amhs
improving the capacity of administrations involviedprogramming and managing the European Regional
Development Funds. Moreover, it pays particulaergibn to initiatives that support the participatiof
various types of public and private actors in thgplementation and evaluation of the Operational
Programme.
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Tab. 13: Cohesion Funds by priority axis

Total Public
Contribution

National Public

EU contribution Contribution

Priority Axis

Promotion & Dissemination of R&I for

" 290,500,000 290,500,000 581,000,000
competitiveness
Sustainable and efficient use of
environmental & energy resources for 454,000,000 454,000,000 908,000,000
development
Social Inclusion & services to enhance
the quality of life and the attractiveness 285,000,000 285,000,000 570,000,000
of the region
Promoting the potential of natural &
cultural resources to improve the 96 545 09 196,000,000 392,000,000
attractiveness & development of the
region
Network & mobility links 525,000,000 525,000,000 030,000,000
Competitiveness of productive systems 551,000,000 551,000,000 1,102,000,000
and employment
Compgt_ltlveness & attractiveness of 260,000,000 260,000,000 520,000,000
cities and urban systems
Governance, institutional capacity and 57.521.978 57.521.978 115,043,956

competitive and efficient market

Total

2,619,021,978

2,619,021,978

5,238,043,956

Source: Operational Programme 2007-2013 “Apuliaitdpean Regional Policies

With the onset of the crisis, the European Commisdias proposed a series of measures to
accelerate the implementation of the Operationagfamme in order to ensure that all resources ddviat
the cohesion policies are fully used to supportMieenber State and regional recovery effort.

The idea behind these measures, presented in tiopdan Economic Recovery Plan (EERP), is to
introduce “great flexibility, give regions a heathrs and target cohesion policy programmes on smart
investment” (“Cohesion policy: response to the etoic crisis”, European Union). The first point wile
reached by simplifying the financial managementhef funds so that to reduce the administrative dxurd
The second one consists in increasing the cash fitmwinvestment by helping the Member States in
accelerating the development of major projects &indlly, by simplifying the state aid rule. Fingllthe
targeting on cohesion policies on smart investmdghtbe reached by investing in areas with highvgito
potential, by encouraging the Member States to ta@irhigh levels of public spending and by enhagcin
the cooperation between entrepreneurship on ore ail the European Investment Bank and the Eunopea

Investment Funds on the other.
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4.2 National Policies

The regional development programme for the 2007328driod is based on a Strategical National
Plan Quadro Strategico Nazional€SN hereafter), adopted after the Committee that isharge of the
National Economic Planning (CIPE) approved it irD20The crucial characteristic of the QSN is that i
unified, for the entire period, the national anddfiean programmes and funding (the UAS at natileveal,
the European Structural Funds and the Cohesion)Fuihié guarantees a unified framework for the oagl
Italian policies.

This choice was carry out with the Financial Law 8907 that define the amount of resources
available for the 2007-2013 period.

As regard the objectives of the QSN, they are emitavith what defined at the European level. It
has four macro-objectives, namely: (i) the develeptof the knowledge economy; (i) the improvemeint
the quality of life, of legality and of social indion in the Italian regions; (iii) the improvemaeuit the
production system and of its competitiveness; &ndlly, (iv) the modernization and internalization the
economy and of the Public Sector.

They are grouped into “thematic priorities”, andcleapriority has its own funds. The main
innovations of the 2007-2013 plans are: the higklvance of the priorities linked to the Lisbonehda
(Europe 2020), particularly to those linked withuedtion, innovation and research, and a greater
coordination between “ordinary policies” and regibdevelopment policies. To the former is devotesd t
60% of the overall resources allocated to the regio the Convergence Objective and the 75% ofethos
allocated to those in the “Competitiveness framédvor

Overall, the QSN allocated 101 billions of eurcttte South of Italy, 47 come from the Structural
Funds and about 54 from the national funds for totelesloped areas (FAS, hereafter). The 85% ofétter|
have to be allocated to the South of Italy, andrémeaining 85% to the Centre-North, as prescribeth.

The policies designed for the South are managebolly national and regional administrations. Abodt 5
billions were assigned to the regional programmB®@ billions to Ministries, and, finally 20 billiewere
assigned to interregional programmes. To theseuress were added those remaining from the previous
programming.

Besides the National Plan described above, theee Remgional Operational Programmes that
implement the policies defined in the QSN and fo®h through the European Structural Funds and the
European Cohesion Fund.

The 2007-2013 national plan was designed durindgwibdegislatures of 2001-2006 and 2006-2008,
and then it was strongly modified.

The Ministries and the Regions start to use theogean funds, as prescribed by the Programmes,
but the spending process, and hence the implenmmaif action, policies and investments, is vdoyws

Moreover, with the current legislature, the natiofusnding for underdeveloped regions (FAS) is
pretty changed, as it was reduced and used foerdift objectives, so that a significant part ofstéhe
resources were assigned to different uses. Thishratevant impact on the objectives designedenQBN,
and has significantly reduced the national fundorghe regional development.

However, it is not simple to follow all the actsdalaw through which this happened. Firstly, the
financial law for 2007 allocated 64,4 billions afre to the FAS. There was a first reduction, duriihg
previous legislature and it passed to 63,3 billiohguro. Then, with the current legislature, theSFwvas
further reduced, both in 2008 and 2010, so thatdkeurces passed to 63,3 billions to 48,7 billions

The resources coming from the first reduction, @& were used mainly to guarantee the national
financial stability, but also for other measurdse the funding of the National Health Service.ragard the
second reduction, that was in a first moment etual5 billions of euro and then doubled (as thiuction
was applied also to the programming for the nestdhyears), it should be used also in this casehior
national health system and to guarantee the nafioaacial stability.

The amount available for the national funds of 2007-2013 (FAS) was assigned at the beginning
of 2009, and 27 billions of euro were devoted t@iBeal and Interregional Programmes, as previously
decided. The allocation of the remaining 25,5 duilé of euro was completely redefined.

In the previous national plan, it was decided tieir allocation should be based on Thematic
National Plan (PAN, hereafter), but at beginning2®09 they were grouped into three Funds: (i) an
“Infrastructural Fund”, to which are devoted madnar 12 billions of euro; (ii) a “National Strated®tan for
supporting real economy”, to which are devoted &Bohillions of euro, and, finally, (iii) the “Scal Fund
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for Employment”, with something more than 2 millwf euro. The remaining resources were used to
finance policies previously designed, mainly dedote the road system of the Calabria region, linted
recommendation of the Civil Protection, and toftireling of the tax credit in the Southern regions.

The QSN allocated also 3 billions of euro to thevige Level Objectives (SLOs, hereafter), about 2
billions for interregional programmes and, finalB2,3 to regional programmes (18 of which devoted t
Southern Italian regions). However, these resouses not used until now, as the regional plansddfby
Southern regions still have been not approved &yiPE.

As regard the Structural Funds, they are groupéd 3nprogrammes, one managed by regional
administration, one devoted to interregional progrees, and the last one managed by the central
administration.

For all these programmes, there exists data om thgglementation, certified by the European
Union, that are very useful as there are fixed teefiore which the funds have to be used, otherthisg are
lost.

In fact, after the planning phase, the projectslilaae to be financed through the European ressurce
must be exactly defined (lets call it the “committhgphase”). After that, the national or regional
administration in charge, can directly implemerg #ctions planned and defined or they can trarikéer
resources to “third actors”, like local administnat, public companies, and so on and so far.

For the 2007-2013 period, there exist data on e and commitment of the resources of the
Structural Funds and on the Cohesion Fund. As detiee commitment of the resources coming from the
Structural Fund (ERDF), the programmes managechéyMinistries show percentages of implementation
that range from the 20% to the 34%. The data onnteeregional programmes are even less encouraging
one of them is still not started while the percgatéor the other is 8%. The programmes for theoregjiof
the Centre-North are at the 23%, on average, whitse for the centre South range from the 10% in
Campania, to the 31% in Calabria.

As regard the payment of these commitments, thegerérom the 9% to the 13%, and in the Centre
North are higher than in the South.

The same hold for the Cohesion Fund, that is abmealtlevel the commitments range form 16% to
49%, and the payments range from the 6% to the 2B, 0nce again they are higher in the Centre-North
than in the South.

However, it should be noticed that, as pointediodhe EU Strategic Report, there have been some
obstacles that hampered a rapid implementatioheptogrammes, namely: (i) the delay in the apgrolva
the EU balance; (ii) the changes in the role orarfial control; (iii) the difficulties linked to &
management of overlapping programming periods;(afdhe current economic and financial crisis thas
modified the priorities.

To conclude, we can say that the differences in ithplementation of programmes between
administrations depend on four factors. The fisstdue to their efficiency, both in the identificati of
objectives and in the implementation phase. Therskés linked to the size of the programmes. Tliel th
depends on the kind of interventions designed, &indlly, the third one is linked to the expendéur
reporting process needed for projects already fiedrand previously implemented.
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4.3 Regional Policies

The Apulia region has several economic and terait@lans that delineate its strategies and rediona
objectives, which are complementary to the stratdgcuments adopted at national and European level.

The regional policies that aim at the developmdrthe Apulia region are defined in the Regional
Operational Plans, in which are declined the objecbf regional policies and the allocation of wtsl,
national and European resources. Here, for brewsywill not go through a detailed description atlke of
these Regional documents, but on the general dawelot goals that they aim to achieve, referringhto
Regional Plan for more precise and detailed infoiona It is still worth to notice that the growtma
development goals declined in the regional opeamnatiplans are “coherently expressed”, that is &heof
them there is a high correspondence between wdi&idsin the regional plans and at national and fiaan
level.

The overall objective is declined in three macrgeobves: the strengthen of attractiveness of the
region; the promotion of innovation, entrepreneiosind of the development of knowledge economy; and
finally, the creation of better conditions for emmyhbility, cohesion and social inclusion.

The first objective is related not only to the negedmprove the context in which regional firms
operate, but also to the necessity of attractingendmmestic and foreign investment, consistentih vihe
objectives of development in the region. This otijecis pursued with particular attention to enwingental
sustainability through the promotion of a more aimstble and effective use of resources. Parti@itantion
is then paid to a number of structural problems the region has in those areas related to waseurees,
pollution, waste and protection of natural risks.

The second objective is due to the need of supppttie process of structural shift of the regional
economic system towards economic activities basekhowledge and innovation, in order to favour gitow
and employment.

Finally, the third objective requires efforts orveeal initiatives that involve the improvement of
both the social health system, and of the educatystem, which is a key factor in promoting theresuic,
social and employment growth.

Beyond these general objectives, the current ecmonsis has made it necessary to adopt ad hoc
measures able to mitigate in some way its impacthenregional economy, and the majority of them are
focused on the labour market.

As in all other Italian regions, the interventidnasegies developed by the Apulia region have been
focused on the labour market, aimed primarily atiting the negative effects of the crisis in terofs
employment reduction.

In particular, the Region has implemented a seoésinterventions devoted to the more
disadvantaged categories of workers, which areskedwon the training process and aim to stimuldbe jo
creation.

An example is represented by the “Welfare to Wapkdn. The main objective pursued by the
Apulia region with this plan is to implement actipelicies that favour individual entry or re-entgyiinto
the labour market, through an Individual Action rRlan one hand, and a voucher, on the other. The
proposed policies are then designed in order tionage the pursued results by distinguishing betwibeee
types of beneficiaries: individuals already outlo# production system; those who risk to be disahismd,
finally, those that do not require long periodsestraining in order to re-enter in the labour nedirk

It is exactly for this reason that the region hiatinguished between two kinds of programmes: those
of re-qualification, which aim to upgrade skillsaccordance with the needs of workers, and theigres
for individuals who should be fully reintegrateddrthe manufacturing process; and those of relogati
characterized by various measures aimed at theoiraprent of skills, which are especially designed fo
individuals expelled from the production procesgsiles these, there have been planned other golicie
focused on employment and on training and morde@léo the effects of crisis, meaning that are more
specifically focused to the affected categoriemelst women, youth and the unemployed over-50.

4. 4 Respondents’ policies evaluation

We asked respondents an evaluation of the polioggemented at the European, national and
regional level to face the crisis.

As regards those implemented at the European laltblhugh all of them positively evaluate the
protective measures adopted to face the risk @infiral speculation against the euro, some resptsden
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complained about the lack of a counter-cyclicaliggobnd stated that it was “wasted an opportunity”,
sense that the crisis could be an opportunityytdha basis for a cooperation between the MemisteSin
tax policy.

The opinion on the instruments adopted at natitadl is much more critical, as all respondents
have complained about the lack of a countercyclisghl policy. Moreover, it was strongly criticidehe
delay with which the central government intervenad the lack of both an overview and of focusingewn
specific targets. This is because the only measoplemented have been basically two: the expansion
the categories of persons entitled to the layoff tie use of part of the European Funds for finanthe
Cassa Integrazione. Hence, they were essentialasunes focused on income support aimed to indyrectl
support also the domestic demand, but there wereenovery policies able to really overcome thsisri

The respondents’ evaluation of the policies adoptetie regional level was less negative, although
not lacking, also in this case, of critical elengent

Some of them have particularly appreciated the oreasimplemented to support research and
innovation, that are considered not only approeriatit also necessary to promote the diversificatibn
goods required to overcome the crisis and pronfwdrtternationalization of enterprises. Howevet, ailb
the respondents agreed with this positive evalnafidne political incentive for research and innmmtin
fact, are not perceived as political support to pames negatively affected by the crisis, but naggetools
to support those that are not in a particularlyicai situation, having an investment developmdahpThis
critical view is based on the idea that it wouldrbere important to promote access to credit fondithat
have recovery plans, as the crisis led to a paaticastriction on lending by banks.

Even the evaluations of employment policies aretrooersial. Passive policies or those aimed at
incentivizing recruitment are in fact essentialynsidered as income support policies: this intégpien
comes from the consideration that there were noifspénterventions, for example, with regard taitring,
and this in turn is due to the fact that sinceghemo demand for labour, it is virtually impodsibo identify
the area or areas in which workers should be tdaiRénally, some respondents think that it would be
necessary to increase the incentives of recruitroéntoung skilled workers to employ in research and
development so as to facilitate the innovation psses.

Overall, the willingness to intervene is positivelglued by respondents, who, at the same time,
emphasize the lack of an effort to rationalize afiens, arguing that scarce resources should be fase
more rational interventions and should be focuseftw targets. Some policies have been considerée t
particularly positive and appreciable, but no of¢he implemented measures is considered to betable
overcome the crisis in the long term.

According to respondents, the main problems fageithd region were two. The first concerns a lack
of organization in the regional administrative secin the sense that little has been done to aserats
efficiency. The second one is related to the ihitiek of coordination between political actors, @re hand,
and social actors on the other.

Finally, respondents agreed in considering the tfckoordination between different government
levels as the main problem that has charactertzedinti-crisis policies adopted. As regards theopean
Union, it has no many instruments to intervene,cbelin most cases, it provides resources and stsgges
action plans, but their implementation is thenahe central and local governments.

The lack of coordination between different governimievels makes it not be possible to define
"comprehensive" policies, that is policies thaetétko account the effects of any interventionghenoverall
economy of the nation, and, in a similar framewaken the best policies may not fully achieve the
proposed results.

The reaction time of the measures adopted to flagectisis constitutes another problem. This is
partly intrinsic, namely it is due to the time thmsses from the recognition of the problem, amah tthe
adoption and implementation of a policy, and tHeativeness of the policies adopted.

In any case, the fundamental problem in the défimiand implementation of the policies undertaken
to tackle the crisis, is due to the absence ofatiditionality principle, which has led to an oveping of
policies, in some cases even at a regional level td the fragmentation of the strategic planstarttle lack
of coordination between different departments.

The lack of coordination and cooperation betweeriouva levels of government, particularly
between the national and regional governmentsnjshasized by all respondents, who attribute thigide
to political reasons.
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On the opposite, at regional level, the relatioesMeen the regional government and the provinces
in managing the crisis tended to be characterizesdtitong cooperation, regardless of the politicatty to
which they belong, while the cooperation with mijpadities has been more problematic.

5. What will happen in the long run?

In light of these considerations, respondents atiratethe economic crisis will undoubtedly leadto
strong selection of firms, in the sense that thahebe a reduction in the number of companiesvectn the
region.

The majority of firms have already reacted to thisi€ by diversifying the goods produced, pushing
production to a higher value-added segment, pramadtieir brand and looking for new opportunities in
international markets, although in some cases #teitextile, apparel and footwear sectors, novexy has
been observed till now.

Respondents think that in the long-term firms wéthd to produce in the region high added value
goods with strong innovative content, delocalizitgoad the production phase characterized by ladded
value. This will due not only to the need of redhgcithe production cost but also to the willingne$s
providing services in the final market.

In the labour market this will increase the job ogipnities for high skilled young workers and a
decrease, obviously, in the demand of unskilled ibiwever, given the regional schooling rate trahds
should not have many effects on the structure bbua supply, since that of skilled labour is alyad
growing in the region.
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Appendix

Descriptive Statistics

Tab. 14: Economic Indicators

Regions and Macro-

Absolute value

areas 2007-2008 variation (%) 2009-2008 variat¥oh ( (2009)
Added- Added-
GDP Value by GDP Value by GDP
per- unit of per- unit of per-
GDP capita  labour GDP capita  labour GDP capita
Piemonte -1.5 0.3 -1.2 -6.3 -4.6 -3.3 96,325 27,351
Valle d'Aosta 1,0 1.8 1,0 -4.4 -4,0 -2.5 3,414 82,7
Lombardia -1.7 -0.1 -1.3 -6.3 -5,0 -3.8 247,359 733,
Bolzano 1.1 3,0 -1,0 -2.6 -1.5 -2.9 13,630 34,421
Trento 0.4 2.1 -1.1 -3,0 2.1 -3.2 12,703 30,918
Veneto -0.8 0.3 -0.7 -5.9 -4.9 -3.5 113,725 28,856
Friuli-Venezia Giulia -1.8 0.4 -1,0 -5.6 -3.7 -3.3 27,354 28,248
Liguria -0.7 2,0 0.1 -3.3 -1.8 -2.3 34,049 26,858
Emilia-Romagna -1.5 -0.2 -1.7 -5.9 -4.9 -4.2 106,43 30,493
Toscana -0.8 1.1 -1.6 -4.3 -2.8 -3.1 82,157 27,933
Umbria -1.3 0.4 -0.3 -5.9 -4.3 -3,0 16,603 23,531
Marche -0.8 0.6 -0.8 -4.7 -3.8 -3.2 32,277 25,640
Lazio -0.4 1.1 0.3 -3.3 -2.6 -2,0 134,757 29,838
Abruzzo -1.1 0.9 -1.6 -6.9 -5,0 -1.9 21,829 20,701
Molise -0.3 2.1 -0.2 -3.6 -1.3 -1.5 5117 20,098
Campania 2.7 -0.1 -0.1 -5.2 -3.3 -1.6 74,430 15,32
Apulia -1.4 1.2 0.1 -5,0 -3.5 -1.8 54,078 16,711
Basilicata -0.9 2,0 0.3 -4.5 -2.6 -2.5 8,634 18,587
Calabria -3,0 -1,0 -1.1 -2.3 0,0 -1.3 26,509 16,898
Sicilia -1.7 -1.4 -0.8 2.7 -1.7 -1.4 68,785 17,045
Sardegna -1.2 -3,0 0.3 -3.6 -2.9 -1,0 26,602 19,986
North West -1.5 -3.1 -1.2 -6,0 -4.6 -3.5 381,173 ,036
North East -1,0 -2.5 -1.1 -5.6 -4.5 -3.7 273,868 ,726
Centre -0.6 -1.8 -0.5 -3.9 -2.9 -2.5 265,782 28,204
South -1.9 -3,0 -1.6 -4.3 -2.7 -1.6 285,977 17,324
ITALY -1.3 -2.6 -0.8 -5,0 -3.7 -2.9 1207,874 25,237

Source: Main regional economic Indicators, ISTAT20
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Tab. 15: Added value at constant prices by sectorpercentage, 2009

Agricolture,
sylviculture &
Regions and Macro-areas fishing Industry Services Total
Piemonte -4.1 -16,0 -2.9 -6.7
Valle d'Aosta -1.2 -11.2 -3.1 5.1
Lombardia 2,0 -15,0 -2.8 -6.8
Bolzano 1.5 -7,0 -1.9 -2.9
Trento 7.6 9.4 -1.6 -3.3
Veneto -2,0 -14.1 -2.2 -6.4
Friuli-Venezia Giulia 9.7 -13.4 -3.3 -6.1
Liguria -5,0 -9.5 -2.3 -3.7
Emilia-Romagna 2.8 -13.7 -3.1 -6.5
Toscana -8.7 -12.6 -1.3 -4.6
Umbria -11.2 -12.9 -3.5 -6.3
Marche -8,0 -11,0 -2.2 -5.2
Lazio -4.4 -7.2 -2.9 -3.6
Abruzzo -8.6 -14,0 -4.6 -7.6
Molise -8.7 -9.9 -1.9 -4.2
Campania -0.6 -13.8 -3.7 -5.5
Apulia -7,0 -12.7 -3,0 -5.4
Basilicata -10.7 -4.8 -4.4 -4.8
Calabria -6.8 -6.5 -1.2 -2.3
Sicilia -4,0 -12.1 -0.6 2.7
Sardegna -1,0 -8.5 -3,0 -4,0
North West -0.6 -14.9 -2.8 -6.5
North East 0.5 -13.5 -2.6 -6.1
Centre -7.3 -10.5 2.4 -4.3
South -4.7 -11.9 -2.6 -4.5
ITALY -3.1 -13.2 -2.6 -5.5

Source: Main regional economic Indicators, ISTAT20
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Tab. 16: Added value at constant price by sector ahprovince (million of euro), 2004-2008

Agricolture,
sylviculture &
Regions and Macro-areas fishing Industry Services Total
2004
Foggia 760 1,509 6,081 8,352
Bari 945 5914 17,506 24,366
Taranto 471 2,055 5,904 8,431
Brindisi 225 1,245 3,819 5,290
Lecce 349 2,218 7,633 10,201
APULIA 2,752 12,943 40,945 56,642
2005
Foggia 712 1,629 6,271 8,612
Bari 876 5,939 17,455 24,271
Taranto 463 2,139 5,987 8,591
Brindisi 232 1,275 3,853 5,361
Lecce 340 2,343 7,935 10,620
APULIA 2,626 13,328 41,502 57,456
2006
Foggia 689 1,759 6,485 8,934
Bari 865 6,056 18,158 25,080
Taranto 418 2,068 6,178 8,665
Brindisi 215 1,398 4,099 5714
Lecce 253 2,577 8,414 11,245
APULIA 2,442 13,860 43,336 59,640
2007
Foggia 646 1,780 6,790 9,217
Bari 845 6,113 18,900 25,859
Taranto 445 2,033 6,361 8,840
Brindisi 187 1,366 4,212 5,766
Lecce 216 2,689 8,759 11,665
APULIA 2,341 13,983 45,024 61,349
2008
Foggia 712 1,841 6,950 9,505
Bari 803 5,999 18,862 25,665
Taranto 457 2,107 6,595 9,160
Brindisi 210 1,378 4,307 5,896
Lecce 227 2,839 9,141 12,208
APULIA 2,410 14,166 45,858 62,436

31



