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1. Introduction

The aim of this work is to analyse the impact & turrent economic crisis on the Veneto region and
the role of the European Cohesion Policies on redidevelopment 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 cursguation, on the policies implemented at theopaan,
national and regional level, and, finally, theirdoasts on future development of the region.

The Veneto region is situated in the North Eadtaly and is composed by seven Provinces. Thanks
to its geographical position, almost all trade toutist flows direct both to the Eastern or Westeummopean
countries transit for its territory, and this hdeacly an impact on the international programmewtiich it is
involved, that are numerous.

For example, the Veneto region is involved in cioseler cooperation programmes between ltaly,
on one side, and Austria and Slovenia, on the otheis also involved in transnational cooperation
programmes in Central and South Eastern EuroptheimAlps and the Mediterranean Area. Moreover, it
takes part to the interregional programme “INTERREG whose priorities are basically two: the first
concerned with innovation in knowledge economy, l&vhe second is focused on the protection of the
environment and the reduction of health risks.

More generally, the regional institutional actie&i more relevant are addressed: (i) to the Central
and Eastern Europe countries and to the Balkansthi® geographical proximity, for the pre-existing
partnerships and, finally, for the economic excleaagd trade opportunities; (ii) to the Mediterranazea,
not only for the economic, environmental and caltimterests linked to the historical and artisigritage of
Venetian Istria in Dalmatia and other areas, bsw &r the relationship with the Italian commurstieving
in Slovenia, Croatia and Montenegro. Besides theigk the European countries, the region also has
institutional relations with American and Asian otries, particularly with the Latin America, giveéhe
great number of communities of descendants of \¢eheing in this area, and with China, for the dgrea
economic exchanges and trade opportunities.

As pointed out in a recent report presented byRégion (‘Veneto in cifre), the last decades has
been very important for the development of the oegi international relationships, which have been
encouraged by a number of factors, like: the chasdger programmes promoted by the European Unlian; t
implementation of legal instruments which favoue ttelationships with other regions; the economic
globalization; and, finally, the migration flows.

From the political point of view, there were nolereant changes in the last years: from the 1995 the
region is governed by centre-right coalitions, #m&llast elections, in 2010, confirmed this tremekn if the
current President of the Regional Government isanotember of the PDL, like the one governing fa th
last three legislatures, but he is a member oLdga Nord, a party with strong roots in the region.

The political stability or, better, the lack of disitinuity in the political framework that charaite
the Region, is probably due also to the econonaibility and prosperity of the area, as the Venetpian is
among the richest of Italy.

Although after the Second World War the region baperienced a period of economic crisis,
becoming a poor economy without a driving econosdctor, then it has experienced a strong economic
expansion, becoming the centre of important inchlsind services activities.

This has had a significant impact on populationasigits and migration flows in the Region. Until
forty years ago, in fact, the Veneto region wasradlof emigration, especially because of its ecanom
system, mainly based on agriculture, with low addalde productions and lacking in industrial praitre
systems particularly strong. However, since thdrivegg of the ‘70s, there has been a sharp reverdake
migration flows. The industrial development and thensequent economic growth have attracted an
increasing number of migrants, who come prevaleintign the South of Italy in the first phase, whilew
are prevalently foreigners.

The immigration influx has certainly contributedtte significant population growth experienced by
the region in recent years, so that now it is amthiegltalian regions with the highest percentagéodign
citizens.

The influx of immigration from abroad is mostly fawed by the economic development of the area,
that offers numerous job opportunities, by the higandards of regional health and social servicek a
finally, by the provision of training and jobs.



Also the integration of foreigners seems to be high least if we consider the data on
entrepreneurship, which show an increase of foreigrepreneurs in trade, construction and footwear.

The data on regional GDP and GDP per capita cortfigneconomic growth of the Veneto region
that, in 2007, was the third in Italy in terms oDB. Moreover, the GDP per capita has increasets® |
than 15 percentage points between 1996 and 20@ eXtellent regional performance, in terms of GDP,
added value and employment, has been clearly affdnt the current international economic crisis.

The data provided by the National Institute of Stats' (ISTAT, 2009) show that the North East is
the area of the country most affected by the ctiffieancial and economic crisis, as it is one inichhthe
GDP fell more sharply (-5,6%) than other areashef ¢ountry, and the same holds when we consider the
GDP per capita measured at market prices, whictvsltibat the decline is even more marked in theNort
than in other areas of the country.

Throughout the area, the downturn has resulteddaddine in production and, consequently in the
units of work, in productivity and in GDP per capifAs regard the Veneto region, the last data geaby
ISTAT show that in 2009 the units of work decrebge3 percentage points with respect to 2008, white
GDP and the GDP per capita have decreased noHass6t and 5 percentage points respectively, with
respect to the previous year. Even more pronouneedlts the variation of the added value for utit o
product, passed from the -0.7% in 2008 with respe@007 to -3.5% in 2009 with respect to the prasi
year (ISTAT, 2009.

Clearly, the crisis has affected also the labourketaoutcome: with respect to 2008, in 2009 both
the activity rate and the employment level havereigsed, while the unemployment rate rose by just ov
one percentage point, from the 3.6% in 2008 to 4i8®009. However, it is still lower than the natad
figure and than in other macro-area of the country.

In what follows, we will analyze more deeply thecigseconomic characteristics of the Region,
comparing the performances of the economic systefge 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
which characterize the region in the last decadeselction 3, starting from the description of tleis-
economic framework, we analyze the regional econ@ystem, with particular emphasis on the produoctio
system and on the labour market, supporting thé/sisawith the interview results. Section 4 is dexbto
the analysis of the policies implemented at Europeetional and regional level, and on respondents’
evaluation. Finally, section 5 concludes with rexgents’ forecasts on future development of theoregi

1 principali aggregati dei conti economici nazional8TAT, 2009
2 op. cit.



2. Demographic changes and migration flows

Veneto is one of the most populated region of jtas/almost 5 million of inhabitants account for
the 8% of the national population and for about 1886 of those living in the North. The trend of the
population growth has been positive for many yeewstrarily to what occurred at national level, wehéhe
growth process started since the early 2000s, ireltethe increase was steady and gradual as deatexst
by the fact that from 1995 to 2009 the populaticewgby almost 9 percentage points.

Fig. 1: Demographic Trend, 1995-2010
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The increase in the number of residents has lead iacrease in the population density throughout
the region, although individuals are especiallycamtrated in the cities. Moreover, the populati®smaot
equally distributed among the seven provinces iiclvthe region is divided: the most populated axduR
and Verona, followed at a short distance from T8eyVicenza and Venice; on the contrary, the imtligls
living in the two provinces of Belluno and Rovigecaunt only for the 10% of the regional population.

Fig. 2: Population by Provinces, 2010
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The differences between the seven provinces arérmea also by other demographic indexes.
Here, we will limit the analysis to two of them thaetter than others, provide some informationttum
demographic structure of the population, namelyhinth rate, on one side, and the old-age indexhen
other. According to the data provided by ISTAT, fedility rate, computed as the ratio between lwehs
for 2000 women in reproductive life, is almost uached in the past four years (between 2007 and)2010
the Region and, with a value of 1.43, it is almexgtal to that registered in the North East buhslyghigher
than the national average (ISTAR010).

The birth rate, computed as the ratio betweenitieebirth and the average population, multiplied by
1000, has shown a decreasing trend in the pastyBans in all the provinces but Rovigo and Belltimat,
together with Venice and Padua, still have birtesdower than the regional average

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 betweand)14. In none of the seven provinces it has aeval
lower than the parity (100) meaning that in non¢hein there is a higher incidence of young peaphethe
contrary, it displays particularly high values lretprovinces of Venice, Belluno and Rovigo, whéedver-
65 are almost twice than the under-14.

Fig. 3: Old-age Index by Province, 2010
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Finally, in order to have a complete frameworlsdems necessary to provide also some information
on the dependency ratio, which gives both economias social information, as it relates the numider o
individuals that are likely to be dependent on thgport of other for their daily living, as theyear
unproductive for age reasons, to the number ofetliosvorking age. At regional level the ratio isand 1
to 2, meaning that for each unproductive individtiere are about two potentially active, even #& th
province of Belluno, and at a lower extent Venslgw values slightly higher than the regional agera

3 “Indicatori demografici”, ISTAT 2010.
4 ISTAT 2010,0p. cit.



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

Tab. 1 : Population by Provinces and Age Classes, 2010

0-14 over-65 15-65 over-65
Verona 133,91 602,849 177,623
Vicenza 132,728 572,582 161,088
Belluno 27,046 138,189 48,641
Treviso 133,646 584,195 165,999
Venezia 112,126 561,742 185,047
Padova 130,045 616,203 181,482
Rovigo 28,063 163,388 55,846
Veneto 697,564 3,239,148 975,726

Source: Demo-Istat, various years

At the same time, it is interesting to note that gopulation aging process is more marked in the
provinces of Belluno and Rovigo, where also thera iower percentage of foreign individuals, whifbes
an important contribution to the population growth.

The number of foreigners living in the region iresed significantly over the period 2005-2010,
albeit in a gradually smaller way'¢b. 2), so that the foreigner residing in the Venetoiargn 2010
accounted for the 10% of the regional population.
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However, they are not uniformly distributed in thegion. As said before, the presence of
immigrants is lower in the provinces of Belluno d@ravigo, where, in 2010, they account for the 3%hef
total population, and is markedly higher in the agmng 5 provinces. Moreover, while in Verona, \fiza
and Treviso the percentage of immigrants has resda@ssentially the same in the period we consviéh,

a slight decline in the last two provinces, in \@@nand Padua there was an increase of about 2npagee

points.

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

2005 2006 2007 2008 2009 2010
Verona 58,726 65,579 72,459 86,062 96,309 101,245
Vicenza 65,667 71,533 75,630 82,207 90,421 93,946
Belluno 8,676 9,212 9,939 11,624 12,728 13,284
Treviso 65,546 72,475 77,947 87,976 96,127 99,087
Venezia 34,506 39,553 44,996 53,550 63,520 69,976
Padova 4,606 52,755 58,498 69,321 79,878 86,133
Rovigo 8,551 9,686 10,746 13,245 15,470 16,945
Veneto 287,732 320,793 350,215 403,985 454,453 6480,

Source: Demo-Istat, various years



3. The socio-economic framework

As said in the introduction, the Veneto region s of the richest of ltaly; the data on GDP,
employment rate and export confirm the strong envoaevelopment of the region that, however, is ohe
the most affected by the current economic crisis.

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 tgore
and on the changes produced or accelerated byithent crisis. The analysis of the data will bddaled by
the results of the interviews.

3.1 GDP, Poverty and Social Exclusion

In 2009 the regional GDP accounted for the 9% efrthtional one and for about the 40% of those of
the North East of Italy. The last data availabterfiISTAT show that, with respect to the 2008, i02¢here
was a reduction of 3 percentage points in the ofitork, while the GDP and the GDP per capita have
decreased no less than 6 and 5 percentage pa@spgatively, with respect to the previous ydaah( 14).
Even more pronounced results the variation of thded value for unit of product, increased form-4h&%
in 2008 with respect to 2007 to -3.5% in 2009 weékpect to the previous yediap. 15).

By analyzing the dynamics of the GDP in a longenetispan, we notice that, except in 2002,
between 1996 and 2008 it has maintained almostangrowth rates, which were similar to thoselaf t
macro-area in which the region is located but oftemkedly higher than the national average.

The impact of the crisis on the region was alre@dipble at the beginning of 2008, but its effects
were much more marked in the following year, résglin a contraction of the regional GDP much highe
than both the national and the North Eastern aeeffaig. 7).

] . 1 ) L/ ) ‘
Fig. 6: a)GDP Veneto, '95-'09 b) GDP North East, '98- c) GDP ltaly, '95-‘09
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However, as it has been widely recognized in thanemic literature on social welfare, even if the
GDRP is a very useful tool, the information it prd@s in terms of welfare and wellbeing are quiterpdbe
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 beawsatithat
individual's welfare depends not only on the lesEIncome they own, but also on a number of facliées
(i) the level and the quality of consumptions; {lii¢ capacity and the possibility to actively papkite to the
political and social community in which the indiv@ lives, and hence the degree of social exclugion
the labour market participation; and, finally, (ithe environmental context in which individualselivAs
regard the inequality dynamics, then, it is knowattan higher income concentration or, said iedéhtly, a
higher level of inequality in the income distritmrti implies not only higher social costs linked e 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 asad of the labour market participation in the Vienegion.

The data on social quality provided by the MinistfyEconomic Development show that, in the five
years for which data are available (from 2001 t06)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, although they reach different values, esgigcas regards the second and the last indékals. 3). In
fact, the rate of violent crimes is 6 percentagegsdower than the national average while theaativeness
of tourist consumption is more than double in then®to region. Therefore, the two indices suggest th
quality of life in the region to be better than thational, at least as far as the two mentione@dspare
concerned. Also the level of spending in leisurd emlture is higher in the Veneto region, but tiagadon
the incidence of environmental certification pragdess encouraging information, as it is still éowhan
the national average, even if it has grown up @lthe 5 years considered.

Tab. 3: Social Quality Indicators

Veneto Italy
2001 2006 2001 2006
Incidence of environmental certification 2.6 6.4 92. 7.7
Rate of violent crimes 8.6 14.3 13.3 20.1
Incidence of spending in leisure and culture 8 8.6 7.3 7.5
Attractiveness of tourist consumption 12.8 12.5 6.1 6.2

Source: Ministry of Economic Development

However, the social and economic development oMéeeto region is confirmed by indicators on
the level of poverty and deprivation experiencedth®y households living in the region, althougheieéms
that the crisis has led to an increase of the ananbardship. By analyzing the data on the incideat
relative poverty, it emerges that it is markedlgreased in the last two years for which data aeglahle
(2008 and 2009), although it still maintains a mimker value than that observed at the nationadll€vab.
4).

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

2005 2006 2007 2008 2009

H. L. H. l. H. l. H. l. H. l.
Veneto 447 488 50 5,0 3.3 3.4 4.5 5.4 4.4 5.43
North 4.54 512 5.2 5.47 5.5 5.9 4.9 5.91 4.9 5.8

ltaly 11.11 13,05 11.1 12.91 11.1 12.8 11.3 13.63 10.8 13.1

It is defined relatively poor a family whose momntleixpenses in consumption is equal or lower thegtikel poverty line,
measured by using the per capita average consumptio
Source: Survey on Family Consumption, ISTAT
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Another measure often used to analyze the socinegoic context is the deprivation index, which

has remained essentially unchanged in the Vengtorrdoetween 2004 and 2008ab. 5) and lower than
the national average, but higher than that obsanvéee North East of Italy.

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

2004 2005 2006 2007 2008

Veneto 10.3 10.6 9.1 9.8 9.9
North 7.8 7.5 8.1 9,0 9.5
ltaly 14.5 14.5 14,0 14.8 15.8

A family is defined deprives if it shows at leasiecof the following characteristicg:can not face unpredicted expenss;
ii) can not afford one week of holiday far from honii¢; have bac krentiy) can not afford an adequate meal at least
every two daysy) can not adequately keep warm his house; do na:kgwashing 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 ielhknown that there exist several methods to nreasu
it. The one most commonly used in the literatur@sgsts in using a synthetic index which allows to
precisely measure the degree of inequality in tbtiblution of income, thus allowing to evaluateaetlier it
has changed over time and in which direction, ngrfet is increased or decreased. Among thesexesle
the most commonly used is the Gini coefficient, ahhallows 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 imratsy
before the onset of the crisis, but they show thatlevel of inequality in the Veneto region, betwe2003

and 2007, was slightly below the national averagkibhad started to decrease in 20034, 6).

Tab. 6: Gini Index, 2003-2007

2003 2004 2005 2006 2007
Veneto 0.28256 0.28084 0.28084 0.27146 0.26257
Italy 0.33239 0.32751 0.32751 0.3213 0.31029

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

However, only when more recent data will be avddate 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.

3.2 Production system

By looking at the data on the added value, one idiately notices that the most important sector is
the one related to services, followed, at a cerdgtance, by the industry, while the constructama even
more the agricultural sector have a significarahyér weight on total economy.

Although the structure of the production systeraubstantially similar across the region, theretexis
some differences at provincial level. The availatdéa, disaggregated at provincial level, allovtauanalyse
the trend in the regional production system onlyl @908, showing that the added value of the sewiis
slightly decreased in all the provinces but Verow#enza and Venice, where it is remained almost
unchanged. The added value of the industrial séasremained essentially unchanged in all progimgth
the exceptions of Belluno, Padua and Rovigo, wliere increased by 2 percentage points in the perio
considered. Moreover, the latter province, togethigh Treviso, is the only one in which also theded
value of the construction is increased. On the sippothe data on the agricultural sector showttimtdded
value, which was already low in 2004, is also daediin all provinces but Belluno, where it is unohed
(Erreur ! Source du renvoi introuvable.).

Some information on the impact of the crisis onrggional production system can be drawn by the
analysis of the business’ stillbirth, which provédeformation on the number of firms operating igigen
territory. Data on the firms’ growth rate betweer?006 and 2009 show a slowdown from the beginoing
2008, although it is in 2009 that a negative groxgtie is observed, which amounts to say that tinebeu of
firms no more active is higher than that of the mmwves, even if the contraction observed in the Yene

11



region is lower than that registered in the Nottlitaly (Tab. 7). The data disaggregated at the provincial
level show that the restructuring process of tloapction system was already in place in 2007: thsuces
were more than the new born in all provinces butuBathat also seems to be the one less affectédeby
financial and economic crisis.

Tab. 7: Firms’ growth rate and demographic changes, 2002009

Provinces 2007 2008 2009
Demographic Change
Verona 0.59 -0.01 -0.1
Vicenza -0.34 -0.02 -0.12
Belluno -0.75 -0.97 -0.53
Treviso -0.25 -0.35 -0.69
Venezia -0.2 -0.54 -0.79
Padova 1.34 0.86 0.64
Rovigo 0.17 0.65 -0.35
Veneto 0.24 0.03 -0.2
Growth Rate
Veneto 0.24 0.03 -0.2
North 0.2 0.06 -04
Italy 0.75 0.59 0.28

Source: Movimprese

The most recent data on the stillbirth of firmspyded by Movimprese(2010), show that the last
year there was a positive trend, as the growthwatepositive (0.66%) and equal to the averagerebden
the North East (0.65%), even if it was still loviean the national average (1.19).

By analyzing the most recent data, it emergesdfiat a sharp decline in the level of production,
with the minimum peak reached in 2009, the produadivels have started to grow again during thersem
of the same year, and this trend has continueddaisng the first months of 2010.

In particular, while for the small and “micro” firgnthe production levels are still declining, the
production growth for the medium and big entergribas been driven by foreign orders, and only dlsma
proportion from the domestic market (Bank of Ita1910).

As pointed out in a recent study conducted by thekBof Italy (2010), the rebuilding of inventories
should favour this trend of growth, while the irese of sales has improved the firms’ profitability.
Moreover, in the same study it is shown that onlyestments in capital do not still register impnmeats: it
seems that even in 2011 the accumulation of capithinot be higher than in the previous years tlees
firms’ investment plans are still strongly influettby the uncertainty on the demand side.

To conclude, it seems necessary to say somethiogt dbe region’s trade with foreign countries.
The data for 2010 show a recovery of exports, drivg that of international trade and by the inceeafsthe
euro competitiveness with respect to other curemnddoth exports to EU extra-EU countries are meed.
The former were mainly driven by an increase ondis@and side in Germany, while the latter was festu
by the resumption of emerging Asian economiespalgh the value of export still remains below theele

reached before the onset of the cridisl. 8, Bank of Italy, 2010).

5 “Natalita e Mortalita delle Imprese registrate pete Camere di Commercio”, Movimprese 2010.
6 “ ’economia del Veneto, 2010”, Economie RegionalinBaf Italy.

7 Bank of Italy,op. cit.

8 Bank of Italy,op. cit.
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Tab. 8: International Trade by geographical area

Export
% variation
Country
| sem. 2010 (min. Of 2009 I sem 2010
euro)
EU countries (1) 13,291 -21.3 8.0
Total Euro area 9,890 -18.9 6.6
France 2,400 -14.1 5.8
Germany 3,003 -18.6 10.8
Spain 1,166 -25.8 5.4
Other EU countries 3,401 -27.5 12.0
UK 1,061 -25.9 14.7
Extra-EU countries 8,585 -22.0 16.1
Centre-Eastern countries 1,176 -32.5 0.1
Other European countries 1,287 -19.6 18.3
North America 1,769 -28.1 42.7
us 1,590 -28.8 46.6
Centre-South America 564 -31.7 15.1
Asia 2,755 -12.1 16.8
China 606 7.9 37.4
Japan 200 -16.0 -13.3
EDA (2) 636 -14.6 16.7
Other Extra-EU countries 1,034 -16.5 -0.8

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

3.2.1 Results from the interviews

According to the respondents, in the current cisshave to distinguish between three components:
one on the demand side, a crisis of competitiveandsfinally, a crisis of sustainability.

The first one is caused by a reduction in the valug the quantity of production due to a recessive
cycle that follows a speculative growth cycle theted in the opposite direction. This first compurtends
to make the economic system more unstable and,ehdncreward companies and factories that are
organized to share the risk, and to “distributehia collaborative way.

The second component is due to a “rethinking” ef liigh-cost production systems compared with
the new low-cost global producers. This componends to eliminate from the region those phasesef t
productive process whose productivity cannot besmged, thus forcing the development of firms bfeoto
suit this goal. According to some respondents, pinggcess will surely cause the disappearance okesom
actors, other will succeed in the upgrading praocess firms will born with a high level of produgitly and,
finally, some firms will defend, with local excefiee, extended global supply chains, increasingisiway
the returns to the knowledge used in the produgiieeess.

Finally, the third component is due to the dissygathature of the way till now followed by
modernity, and it will imply a different relationphbetween producers and consumers in the weaving
factories.

However, these changes are not a direct conseguehtee crisis, rather they are process already in
place accelerated by the current crisis.

The changes are going in two directions. The &icds on costs and is leading to an intensification
the internalization of the production process, \Himcuses not only in a reduction of costs but &isguard
the market. The more structured firms, then, arevimgp like other global competitors, using the
internalization, together with other strategic lesveuch as the stabilization of logistics platfortosestablish
themselves as global player. This first path led tie-territorialisation of some factories as,deample, the
fashion one.
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The second line of change focuses on the develaprand growth of a “more evolved”
manufacturing system, highly specialized, ablentercept a demand function evolved and innovativé a
therefore, able to produce and sell goods riclxpegential contents.

Hence, at the onset of the crisis the productiostesy was operating an internal process of
transformation, moving along two directions: thestfiis an internal reorganization process, whialolives
firms that, driven by the international competitidrave revised the organization of the productioycgss
by raising the added value of their products; sdlyorfirms have tried to shorten their supply chain

According to respondents, the ongoing crisis britgsan “explosion” of these processes, in a
positive and negative way: it will be positive filitose who have already begun the innovation proeesss
they are in a less critical position, and havehieirtaccelerated the processes described above] thew
negative, obviously, for those who have not takenimnovation and reorganization processes.

These changes bring to a change in the functiooingdustrial districts for two main reasons. The
first is that the district is involved in a “versilizing process”, meaning that there are emergimmes
business leaders (usually medium-size enterprisdés many foreign markets) who continue to maintain
relations with their sub-suppliers, forcing thematoupgrading process. This has changed the funiatjaf
the industrial districts which were formerly “osnwdf meaning that the processes of growth or crisisd to
affect all the actors operating in the district,ilvhnow firms belonging to the same district penfior
differently.

The second change is more sociological, in theestma it brings to a change in the relationship
within districts, which were formerly more “based tust” and now more formalized.

However, overall there are no spatial and/or sedtdifferences in the impact of the crisis. Beside
the areas that were already in critical conditibefore the onset of the crisis (such as jewelrygdvwaorking
or furniture), the crisis has affected all the sexin a “transversal way”, selecting, within eadtthem, the
most efficient firms.

Perhaps the engineering sector is the only exagptis it is the one that has suffered more than
others the effect of the crisis, at least initially

The most affected by the crisis were those subaotitig firms who had no started any innovation
process, maintaining a productive structure basetth@ cost containment. Even in the engineeringstrg,
in fact, the most affected was the “weaker talethef sector.

Instead, if we consider the dimensional aspect,sthaller firms are those that have suffered the
most from the onset of the crisis. This is becabsemedium enterprises have reacted to the shappair
the demand side by internalizing the productiorncess, eliminating in this way one of the organtai
models of work typical of the Veneto region, nam#éig division of labour, one of the factors thah ca
explain the regional proliferation of enterpriseswrred in the past.

As regard the medium firms, those who had interedlisome steps of the productive process before
the onset of the crisis have reacted better irsémse that, despite they've been affected by tkescthey
were able to react more quickly. Finally, firmsttipgoduce on behalf of foreign manufacturing comean
have had some trouble in continuing work for thesn ia some cases, they delocalize their production
outside the national territory.

These factors bring to a switching from a situatdrstrong firms’ proliferation to one of greater
selection, which have also negative effects. Onside, the less efficient firms are out of the nedirkence
releasing resources that could be recovered ardrlmganized by those who react better to thdscas
more structured, stronger from the financial starapand better organized also in the internationatket.

On the other, since the regional production systeam in a transformation phase, many firms who were
reorganizing their production (through innovatiorogesses under a technological, organizational and
market profile) faced the crisis when they wereafiicially more “exposed”, and hence at risk, ani it
therefore likely that now even firms with high poti@l are out of the market.

To conclude, respondents believe that, althoughk likely that many firms will not resist to the
crisis, the regional economy is now in a recovdrgge, and that the first companies who show theside
signals are those operating in the engineeringosesamely those where the structural changing gz®c
starts earlier.

However, the forecasts on the production systemvarg cautious, as all respondents agree in
affirming that it is still too early to give a rable evaluation on what will be the effects of thisis in the
long term. This is not only because the crisistils an ongoing process, but also because withdaia
currently available we can only measure the regowéstill active firms, ignoring in this way thedses due
to the lack of production of those that are no niorine market.
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3.2.2 Respondents’ Evaluation on Firms’ Strategiad®ien

The crisis has led to a reduction in the levehef wtilization capacity, with consequent impactgr@labour
market. However, firms that react better to it hiagpt the investments started before the onséteottisis,
but in many cases addressed them to the traininwgpdfers and suppliers, in order to increase thellef
internal capital and the ability to reach final trusers.

The crisis, which initially affected only the indos is now “moving towards” the tertiary sectontb the
one linked to the firms and that related on traale] firms reacted to this process by increasing the
productivity in order to regain market share.

According to respondents, the internal restructurprocess is moving along two dimensions: the
internalization of production and especially theanoeercial internalization; and the innovation of gess
and/or products, carried on trying to “dematerglitheir products, enriching them with the resutshe
research and innovation process.

Medium and big companies, who then pulled on sommaller firms, drove the first process, the
internalization one. It is then possible to distirst) between two kinds of internalization. Some pany
have sought to make a progressive “dematerializataf their products and have reorganized at the
international level in a “non-classical” way, byasting in tertiary activities (in communicatiomsearch
and design) and in the distribution networks. Besithese, there are other companies that follow the
classical internalization process, but tend to cedheir branches in Eastern Europe and move teaChi
However, as regard the destination of the intezatibn process, although the companies have toidihd
new market, and some of them also have manufagtdenilities in China, the presence of regional
companies in this area is still modest, while sestllcompanies begin only now to set in the Eastern
European markets.

The internalization process has led to a hieraatiois of industrial districts, which were based tte
competitiveness of labour cost, as the companstty to be part of the international market témgbartly
break the links that characterized the districts.

All these factors partly explain why smaller and®ontracting firms were more affected by the crisis
whose negative effects are due not only to thenat®nalization process implemented by big firingt
also to the fact that the latter have firstly triéol use their internal resources, thereby reducing
subcontracting. At the same time, as the subcdotaao not know the final markets, they also face
difficulties in finding alternative markets and tarmers. This is also for these reasons that thenskec
changing process described above, the innovati@teps, has mainly involved this type of firms
(subcontractors) whose main objective is precigelanticipate the market”, trying to figure outaavance
what kind of innovations companies want to intragluo order to provide convincing solution and being
overtaken by competitors.

To conclude, the difference between small and nmadiig enterprises in the reaction to the crisispading

to some respondents, will render once again impbttee “size factor” and, to confirm this hypotreghey
stressed that especially big companies made thageaial, organizational and technological “jumphigis
because, to invest in innovation or in the intaomet! market, it is necessary to share the investsnen a
broad basis in order to be able to recover thehoaty big companies can afford this kind of stggte

3.3 Labour Market

The crisis has clearly had an impact also on thedamarket, and the economic recovery, registered
between late 2009 and early 2010, has not yet ested its effect on the employment rate. A recerdys
conducted by the Bank of Italy (2016p. cit) shows that the most dynamic companies, namelsetlfor
which the production level is increased, resortethé labour force whose use was reduced as dastion
to the crisis. Nevertheless the Labour Force Suoamducted by ISTAT show that, in general, the labo
market performance in the Veneto region is mucteb#tan the national one.

For example, the data on the activity rate, catedlas the ratio between active population andethos
in working age, show that the regional labour syppklightly lower than the average observed eNworth
East of Italy, but higher than the national onel@king at the trend registered in the past sexgeone can
notice that the labour supply has grown until 2608, after a decline in 2009, is rising again iA@(Ql'ab.

9).
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Fig. 8: Activity rate, '04-‘10
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However, the analysis of the labour market perforcea suffers from a gender bias that, although
less pronounced with respect to the national leseljsible also in the Veneto region, where itrasdo be
the gender differences in labour supply the cadidbendifferences in the activity rate between tégion
and the North East of Italy. Indeed, while the\attirate for men is almost similar to the one alied in
the North East and it remained constant over thegeonsidered, the female labour supply, although
higher than the national average, is lower thamh ¢fidhe North East, even if it has increased sidge4,
thereby reducing the gap with the other regionatiedt in the macro-area.

Tab. 9: Activity rate, 2004-2010

Veneto North East Italy
Male Female Tot Male Female Tot Male Female Tot
[l Trim 2004 77.9 55.9 67.1 77.9 59.1 68.6 746 .150 62.3
Il Trim 2005 78.2 56.2 67.4 78,0 59,0 68.6 74,0 649. 61.8
[l Trim 2006 79.2 56.6 68.1 79.1 59.7 69.5 74.4 150 62.3
[l Trim 2007 79.1 57.1 68.3 79.4 60.5 70,0 747 .70 62.7
[l Trim 2008 78.7 58.1 68.6 79.3 61.1 70.3 744 .3H1 62.8
[l Trim 2009 77.6 56.4 67.1 78,0 60.3 69.2 73.7 .550 62.1
Il Trim 2010 77.9 57.1 67.6 77.9 60.4 69.2 727 .20 614

Source: Labour Force Survey, ISTAT various years

Notwithstanding this, the women participation te tabour market is still markedly lower than that
of men, and this result holds even if we decomplosesample by age classes. Although the employragat
decreased in 2009, it is consistently above th#@h@MNorth East and higher than the national one.ifBve
disaggregate the sample according to gender, tipdogment rate is higher with respect to the NortstE
for men, but not for women whose employment ratevier than the one registered in the North Eashéf/
higher than the national average. The data onrtipgayment rates by age classes show a better peafare
for the Veneto region with respect to the naticenadrage for both male and female, regardless t@agke
group considered.
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Fig. 9: Employment rate by gender, '04-'10
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On the other side, the unemployment rate, which &gl to 5.4% in the third trimester of 2010
(Tab. 10), has grown over the past years and among womisnaimost double, although both are lower

than the data observed at national level.

Tab. 10: Unemployment rate, 2004-2010

Veneto South ltaly
Male Female Tot Male Female Tot Male Female Tot
Il Trim 2004 2.1 6.1 3.7 2,0 55 3.5 5.7 9.9 7.4
Il Trim 2005 3,0 5.7 4.1 2.8 5.1 3.7 55 9.5 7.1
Il Trim 2006 2.4 6.4 4,0 2.6 5.2 3.7 4.8 8,0 6.1
Il Trim 2007 1.7 57 3.3 1.7 4.4 2.8 4.4 7.4 5.6
Il Trim 2008 1.7 4.5 2.9 1.8 4.2 2.9 4.9 7.9 6.1
Il Trim 2009 3.9 6.1 4.8 3.9 5.7 4.6 6.4 8.6 7.3
Il Trim 2010 3.9 7,0 5.2 3.6 6.4 4.8 6.8 8.7 7.6

Source: Labour Force Survey, ISTAT various years

If one wants to analyze more deeply the effecthef drisis on the labour market outcomes, some
intuitions can be drawn from the analysis of thendr 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 toribis cit provides some information that allow oswake an

evaluation of the labour market performances.

By looking at the data on the unemployment ratéwéen 2004 and 2010, we notice that it was
decreasing till 2008 and is markedly increasedd®92 rising from 2.9% to 4.8%, following a similgattern

for both male and female, and it is still incregsituring the third semester of 201ap. 11).
Tab. 11: Employment rate, 2004-2010

Veneto North East Italy
Male Female Tot Male Female Tot Male Female Tot
Il Trim 2004 76.3 52.5 64.6 76.2 55.8 66.2 70.3 .145 57.7
Il Trim 2005 75.7 53,0 64.5 75.8 56,0 66,0 69.9 844. 57.4
Il Trim 2006 77.3 53,0 65.4 77,0 56.6 66.9 70.7 .146 58.4
Il Trim 2007 77.8 53.8 66,0 78,0 57.8 68,0 71.3 A6 59.1
Il Trim 2008 77.3 55.5 66.6 77.8 58.5 68.2 70.7 .247 59,0
Il Trim 2009 74.5 53,0 63.9 74.9 56.9 66,0 68.9 .146 57.5
Il Trim 2010 74.8 53.1 64.1 75,0 56.5 65.8 67.6 .845 56.7

Source: Labour Force Survey, ISTAT various years
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In a recent work, the Bank of Italy pointed outtthmemployment has mainly risen among
employees, particularly those working in the indpstector. The same study show that, between 2009 a
2010, the balance between recruitment and layaits been particularly negative. Moreover, most ef th
observed negative balance is attributable to peemacontract, while the temporary or atypical cacis
results relatively favoured, and this suggests #mather effect of the crisis was a recompositiorthie
contract types.

Besides this, it should be noticed that the crilies not manifest itself in the labour market only
through an increase of the unemployment, but &smugh an increase in the use of social securibetie
and of theCassa Integrazione Guadag(@|G®) that is a short time work scheme which makesheppiy of
permanent employees affected by temporary lay-offsynder 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 552010 with respect to 2009, and this increaseilts
from a reduction in the use of the CIGO, and ameiase of more than 200 percentage points for t&SCI
and more than 100 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
Puglia -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

CGIL elaboration on INPS data

3.3.1 Interviews’ results

The effects of the reduction in the quantity ofdab demanded have partly differed between
enterprises according to their dimension, thatepethding on whether one considers the small ortheor
medium-large companies.

For the former, which are often very small, to leprived of even one or two employees means a
reduction in the capacity of production of 10 or[@centage points, as well as, a loose in humpitata

%In the Italian social security system, this instams aims at substituting or integrating wage esaexplicitly defined by law; at
the same time it is used to support firms that faodlems in maintaining the cost of temporary “senl’ workers.

This measures are divided in “ordinary” and “extcioary”: the first one Cassa 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 devoteddetintustrial
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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investments made over years. Consequently, theg tread to limit the discharges by using both ingdr
tools and the work scheme provided by the natigngérnment.

The medium and big companies have initially readigdusing the classical instrument of crisis
management, but when it became clear that theirfalhe production levels would be consistent, they
assessed their ability to remain in the market somie have closed while others have used the tdols o
corporate crisis (moving form the CIGO to the CIGS)

Beyond the differences related to the size of tlhmsf the first reaction was to eliminate the
“marginal” workers (especially composed by workethwtemporary contracts and immigrants) who are
more interchangeable. In a second step firms UsedtGO and then increased the level of redundancie
Moreover, they avoid replacing the retired worked.

The turnover reduction, combined with the riseamfundancies, implies that there is still a reductio
in terms of permanent employees, while the temparantracts are increased in 2010 with respecD@®2
but are still less than those observed in 2008.

As it was well illustrated by one of the respondemifter the onset of the crisis the core business
remained unchanged, while temporary or atypicatreots declined. Once the enterprises understoa wh
their core businesses are, there was an increasamiporary contracts so that those initially reradin
constant (permanent contracts) are now in downtdawever, the worrying thing is that it seems toabe
structural change, and not a cyclical one, whichhmsahat there will be a loss in the productiveacip.

However, to be more precise, respondents noticadttie effect of the crisis, two years after its
onset, is the sum of two different effects as # afiected different groups over this period: ailyi it affects
mainly the very young and industrial worker andedan, it affects also the service sector.

Another important issue regards the effect thatcfigs has had and will have in the long run on
immigrants. They have been strongly hurt in thst fothase of the crisis and there are respondeléving
that ultimately there could be integration probleassociated with competition between low-skilled keos.

On the other side, other respondents think thttoagh this kind of problems are likely to occiwey won't
be directly caused by the crisis, whose effecthin medium-long term are difficult to predict, agythare
strongly influenced by the migration trends.

Finally, as regards the effect of the crisis onngindividuals, the problem is that, despite having
few competitors among peers for numerical reagbiey, have a strong competition from higher genenati
and this does not hinder the access to the labatkenbut the career opportunities.
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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 developmentveéeh regions and Member States. There exists two
Structural Funds, while the Cohesion one was astad 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&mmnal Programmes, and to have a stable financial
framework.

The Operational Programme defined for Veneto falithin the Regional Competitiveness and
Employment Objective Framework and has a total budfjaround 452 million of euro, the 0,7% of which
provided from the EUTab. 13). The overall objective of the Programme is todemthe region more
appealing to both people and business. As explaimede Programme, it aims to develop a knowledge-
based economy, by ensuring access to informatidrcammunication technology (ICT) and to its effitie
use, and to facilitate and promote cross-borderiegional cooperation in an effort to strengthamitorial,
social and economic cohesion.

The main impact expected form the investmentsisrégion include a reduction of greenhouse gas
emission; an increase of renewable energy consampé reduction of air pollution; and, finally, the
creation of new full-time jobs in industry and tR&D sector, equally distributed among men and wamen

More precisely, the Operational Programme is dsted in 6 priorities. The more important, to
which is devoted around the 42% of total fundingguises on knowledge economy and hence aims at
promoting business innovation in the knowledge-tiasector. The second priority, to which is devoted
something more than the 20% of total funding, fesusn the telecommunication infrastructure and IT
services and promotes also clean urban transportitelligent transport system, multi-modal trang@md
the upgrade of the regional railway system. Totkivel and the fourth priorities is devoted arouhd 80%
of the total fund, equally distributed for intertiems on energy efficiency and environment and risk
protection. The former supports energy efficientyuildings and renewable energy and aims to aatele
the introduction of innovative and cost-competitreeewable energy and energy efficient technolodibe
latter focuses on the rehabilitation of industsiésés and contaminated land, on the promotion adilersity
and on measures that protect the environment addceehealth risks. The fifth priority focused on
interregional cooperation, to which is devoted abthe 5% of total funding, and provides opportesifor
the Veneto region to cooperate with other regidnEwope on project in energy, entrepreneurshipDR&
and environment, aiming, in this way, to enableslved regions to share and test best practises for
economic modernization and competitiveness. Theaidng 2% of total fund, finally, are devoted to
provide technical assistance to the Region to implg the Programme, and cover administration,
monitoring, evaluation, auditing, information armhtmunication costs.

Tab. 13: Cohesion Funds by priority axis

National Public Total Public

Priority Axis EU contribution Contribution ~ Contribution
Innovation & Knowledge Economy 87,334,766 102,798,2 190,129,062
Energy 31,190,988 36,712,249 67,903,237
Environment & Risk Prevention 32,022,748 37,691,242 69,713,990
Access to Transport & Telecommunication services of
general economic interest 43,546,372 51,254,717 0834089
Interregional cooperation 9,478,307 11,156,105 20412
Technical Assistance 4,366,739 5,139,715 9,506,454
Total 207,939,920 244,748,324 452,688,244

Source: Operational Programme For Veneto, 2007-2013
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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 envacrisis”, European Union). The first point whke
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 aiil the European Investment Bank and the Eunopea
Investment Funds on the other.

4.2 National Policies

The regional development programme for the 20073284riod 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 ir020The 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)Flihié guarantees a unified framework for the sagl
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; (ii) 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 internalizationh the
economy, of the society on 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 highlavance of the priorities linked to the Lisbonefga
(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 toleleeloped areas (FAS, hereafter). The 85% ofatter|
have to be allocated to the South of Italy, andrémeaining 85% to the Centre-North, as prescribeth.
The policies designed for the South are managelolly 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 Regional Operational Programmes that
implement the policies defined in the QSN and fowhthrough 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 theean funds, as prescribed by the Programmes,
but the spending process, and hence the implen@rdaif action, policies and investments, is véows

Moreover, with the current legislature, the natiofusnding for underdeveloped regions (FAS) is
pretty changed, as it was reduced and used foerdiff objectives, so that a significant part ofséhe
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 thatdékeurces passed to 63,3 billions to 48,7 billions
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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 trduction
was applied also to the programming for the nesédhyears), it should be used also in this casehior
national health system and to guarantee the nafimaacial stability.

The amount available for the national funds of 26807-2013 (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 duil 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 mdnan 12 billions of euro; (ii) a “National Stratedttan for
supporting real economy”, to which are devoted &lSobillions of euro; and, finally, (iii) the “Soai Fund
for Employment”, with something more than 2 milli@mfi 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 toftiveing of the tax credit in the Southern regions.

The QSN allocated also 3 billions of euro to thevise Level Objectives (SLOs, hereafter), about 2
billions for interregional programmes and, final®2,3 to regional programmes (18 of which devotd t
Southern ltalian regions). However, these resousegs not used until now, as the regional plansddfby
Southern regions still have been not approved eyXIPE.

As regard the Structural Funds, they are groupéal 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 projectstihae to be financed through the European ressurce
must be exactly defined (lets call it the “committhghase”). After that, the national or regional
administration in charge, can directly implemerg #ttions planned and defined or they can trarikéer
resources to “third actors”, like local administna, 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 detigr commitment of the resources coming from the
Structural Fund (ERDF), the programme managed byMinistries show percentages of implementation
that range from the 20% to the 34%. The data onreeregional programmes are even less encouraging
one of them is still not started while the percgatéor the other is 8%. The programmes for theoregiof
the Centre-North are at the 23%, on average, whibse for the centre South range from the 10% in
Campania, to the 31% n 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 abmeitlevel the commitments range form 16% to
49%, and the payments range from the 6% to the 2Bfb,once again they are higher in the Centre-North
than in the South.

However, it should be noticed that, as pointediodbhe EU Strategic Report, there have been some
obstacles that hampered a rapid implementatioheptogrammes, namely: (i) the delay in the apgrofia
the EU balance; (ii) the changes in the role orarfmal control; (iii) the difficulties linked to &
management of overlapping programming periods;(andhe 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 fissdue to their efficiency, both in the identificati of
objectives and in the implementation phase. Therskés linked to the size of the programmes. Tl th
depends on the kind of interventions designed, &indlly, the third one is linked to the expendéur
reporting process needed for projects already éedrand previously implemented.

4.3 Regional Policies

The regional policies that aim at the developmédrthe Veneto region are defined in the Regional
Operational Plans, in which are declined the objecdf regional policies and the allocation of @wl,
national and European resources. Here, for brewigywill not go through a detailed description atlke of
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these Regional documents, but on the general dawelot goals that they aim to achieve, referringhto
Regional Plans for more precise and detailed infion.

However, it is worth to notice that the growth amelvelopment goals declined in the regional
operational plans are “coherently expressed”,ithidr each of them there is a high correspondéeteeen
what stated in the regional plans and at nationglEzuropean level.

The regional planning and the goals that have tadigeved are based on the assumption that the
regional loss of competitiveness, combined with ghabalization process and the current economiri
may bring the Veneto region to loose its leadingitan in the national economy. Hence, the mairectye
of the economic development programmes is (i) torqmte research and innovation, to address theofisk
loss of competitiveness, protecting the environngert (ii) to promote the risk prevention, improvitige
regional accessibility by enhancing the relatiopshith neighbour territories.

As regard the environmental problems, the Regiandés to promote the production of energy from
renewable sources and the energy efficiency, ierotd reduce some negative externalities causeithdy
productive activities, and trying, at the same titoesave and restore the soil, by enhancing th&alaand
cultural heritage.

Moreover, it has been proposed to promote the acteshe information technology, paying
particular emphasis on those geographical arda&stHe rural ones, that are not yet sufficientlyered.

Summarizing, the Regional Government plans to aehike overall objective of making the region
more attractive to business and citizens throughathievement of six specific objectives, that ane:
promotion of innovation and knowledge economy; deselopment of renewable energy sources and the
improvement of energy efficiency; the environmerdgtection; the improvement of region accessibilithe
strengthen of the international role of the regiand, finally, the improvement of the efficiencydan
effectiveness of the implemented interventions.

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.

In particular, between 2009 and 2010, the Regianduopted a series of measures to intervene in
the labour market and mitigate the effects of tlisiscon the industrial sector and on the labourketaand
the actions undertaken or planned were partly findrwith the European Cohesion Fund.

The Regional Programme defines a numbers of adailbeur market policies, targeted at both
workers and enterprises.

The actions, proposed by a regional plan enactetuie of 2009, are grouped into four lines of
action. The first one defines a set of interverdi@med at the access to the labour market orehe r
employment through various active policies, whick defined by taking into account the need of the
recipient individuals, in order to define a proctes involves the use of three instrume®atto di Servizip
which defines the tasks and role of the individubb benefits from the policyPiano d’Azione Individuale
which identifies the specific actions that havebeoundertaken; and, finally, a vouch&ote Individualg
that has to be used in order to implementRtzao previously established.

The second line is focused on the identificatiod adoption of tools for the access to the labour
market (or for the reintegration) of unemployed kess, and it includes: the use of redundant workers
jobs that have public utility; the income suppat $ingle-income households, where the househbleksl
does not receive social benefits; and finally, ®asi actions aimed at the upgrading or reintegratfaquasi-
employees working.

The third line of action is devoted to enterpris@sl, in particular, to the functioning of all those
activities that are focused on innovation, con@rsir on the restructuring of production systems.

Finally, the fourth line of action aims at protestd promote the employment of individuals who
have difficulties in entering in the production ®m, through projects aimed at both workers amdgiand
through actions that can increase their competiggs and strengthen the production system.

4.4 Respondents’ policy evaluation

The evaluation of the policies implemented at Eaeop national and regional level is rather critical

As for the European policies, the respondents caimgbr the lack of a “common direction”. They
pointed out that, besides the rather weak defegaimst a possible financial speculation againsetire, the
European Union has continued to focuses on congefgolicy intervention within the European zone,
without considering that now the competition hasvetbon a global scale. This has bring companies to
continue to look for support from their nationahtes, weakening in this way the possibility of atapan
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European cooperation on issues on which Membees$tarceived themselves as competitors ratherathan
parties that have to cooperate.

As regards national policies, although the respotsdescognise that the welfare system worked
properly, since the use of social benefit has &nhithe rise of unemployment, at the same time shegsed
that such policies, which are basically instrumesftincome support, cannot be used over a longgeri
especially if not accompanied by new investmenende, the main problem lies in focusing on theenirr
period, and on the overcoming of the crisis, witredopting, at the same time, structural policies.

The same objections are moved towards the actigrleimented at regional level, which are
basically in line with the national one, and noustural policies where planned. In fact, the indabt
policies implemented, such as focused on industiiglicts, have soon transformed into a “redistiNe
policy” as it was distributed among all firms, watlt any selection rule, deleting immediately itsepdial
effect of structural policies.

Finally, even the heavy reliance to the Cassa tat@gne has been criticizes by the majority of the
respondents, although they recognizes it has lpdidve effect on the labour market. The criticismthis
case, stem from the consideration that it was wgdtbut any inspection, and in some cases it has be
requested repeatedly, year after year, by the sewngpanies, which, in this way, have transformed
permanent contract in “intermittently” contract, thvithe “intermittence” paid by national taxation.
Therefore, in some cases it works as a very opameehanism that, although ensured support to the
production system and purchasing power, could gepnerate mechanisms of unfair competition and
therefore requires some additional rigidity andtoan

According to the respondents, it would be more appate to intervene with investment in
intellectual capital and relational networks; bgaestructing industrial district, using the busmésader as
a key factor of evolution and selection of the exgsfirms; and, finally, with a shift of public sgces from
the central State to local government, reducing #ie tax burden, with a policy aimed at the reiducof
income inequalities and at the share of risks &bmal and local level.

However, it is widely recognized that the policiesplemented have been based on a strong
cooperation between social actors.

All respondents confirmed that the level of coofierabetween social actors is very high in the
Veneto region. Historically, since the early 9@presentative associations have played an impaxénin
regulating the development process, favouring ttaperation between firms in the innovation process)
trying to anticipate the demand and thus to infaeeeconomic policy. The problem now is that, as thi
economic cycle is exhausted, the associations gllapst no role but there aren’'t other actors wheeha
replaced them in their “driving role”.
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5. What will happen in the long-term?

Having accelerating changes, the crisis can be agenturning point because it marks a period of
transformation, but not because it has introdu¢eishents of changes that were not already visible.

At the same time, the crisis can be seen as anrtopfity to rethink the production system. The
respondents believe the regional production systédhsucceed in adapting itself to the changes thidit
inevitably involve the world economy, thanks to tlexible and inclusive social organization that
characterize the Veneto region. So, there will Ipeaess of adaptation driven by the sum of manggss
of micro-adaptation and micro-innovation.

However, according to respondents, this positiveuation does not imply that the region is ready
to face the future. It is necessary to first mantge deconstruction of what has been inheritednfeo
Fordist past season, in terms of culture and utgiits, in order to rebuild a different view, whistarts from
people and their ability to share projects andsritk spread knowledge and awareness that the éong-t
process requiring that also the rest of the wondwgwith us. Secondly, it is necessary to become
complementary to these processes, rather than ¢bonpeaware not only of the unavoidability of théut
also of their potential positive effects in thedamn, as, if well managed, they can stabilizegbepolitical
balance of the world responding to the ideals sfritiutive justice and freedom
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APPENDIX

Descriptive Statistics

Tab. 14: Economic Indicators

Regions and Macro-

Absolute value

areas 2007-2008 variation (%) 2009-2008 variation (%) (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
Puglia -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 2%
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 sectors, perctage, 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
Puglia -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 and provice (million of euro), 2004-2008

Agricolture,
sylviculture
Regions and Macro-areas & fishing Industry Services Total

2004
Verona 756 6,775 14,714 22,245
Vicenza 364 9,382 11,816 21,562
Belluno 47 1,985 3,149 5,182
Treviso 419 8,167 12,113 20,700
Venezia 428 5,516 14,895 20,840
Padova 428 7,357 15,469 23,254
Rovigo 314 1,756 3,223 5,294
Veneto 2,756 40,942 75,382 119,080

2005
Verona 665 6,887 15,309 2,286
Vicenza 326 9,465 12,028 21,819
Belluno 51 2,054 3,161 5,266
Treviso 347 8,559 12,800 21,706
Venezia 388 5,594 15,307 21,290
Padova 383 7,487 15,741 23,612
Rovigo 262 1,823 3,356 5,441
Veneto 2,422 41,872 77,705 121,999

2006
Verona 650 7,186 15,689 23,526
Vicenza 318 9,793 12,311 22,423
Belluno 47 2,274 3,254 5,576
Treviso 320 8,869 12,939 22,128
Venezia 341 5,972 16,004 22,317
Padova 355 7,839 15,748 23,943
Rovigo 250 2,016 3,447 5,713
Veneto 2,282 43,953 79,395 125,631

2007
Verona 725 7,518 16,232 24,476
Vicenza 347 10,587 12,879 23,814
Belluno 54 2,412 3,382 5,848
Treviso 366 9,462 13,466 23,294
Venezia 344 6,215 16,524 23,083
Padova 400 8,377 16,028 24,806
Rovigo 268 2,182 3,555 6,005
Veneto 2,503 46,756 82,069 131,329

2008
Verona 706 7,652 16,720 25,079
Vicenza 332 10,700 13,315 24,349
Belluno 66 2,420 3,526 6,012
Treviso 348 9,669 13,543 23,561
Venezia 310 6,401 16,842 23,554
Padova 373 8,541 16,454 25,369
Rovigo 243 2,258 3,688 6,189
Veneto 2,377 47,644 84,092 134,114
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