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Ex-post evaluation of Territorial Integrated Projectsin Italy:
an empirical analysisat firm level
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Abstract:

This paper focuses on the evaluation of an incengrogram for local development realized
in southern ltaly during the last decade. In tlarfework of the policy instruments aimed at
reducing territorial disparities and at supportilogal development, territorial integrated
projects (TIPs) have been considered a peculiaraipaal mode to implement EU funded
regional development programmes. A TIP is definedaa“set of inter-sectorial actions,
closely consistent and linked among them, whichveoge towards a common objective of
territorial development and justify a unitary implentation approach”. The resources
allocated for each TIP may be aimed at three tyfesterventions such as infrastructures,
public actions and aid schemes. Through an empamitalysis on the resources allocated to
aid schemes, this paper investigates, at firm Jdhel possible different performances of the
beneficiaries of subsidies provided by TIPs, asgan®d to non-beneficiaries. In particular a
subset of firms which received subsidies in thegoe2002-2007 is considered, through the
implementation of an empirical analysis which usesgensity score matchingethods and a
difference-in-differenceapproach jointly. Results show effectiveness of phegram with
reference toemploymentand sales while we have mixed effects with respect to other
outcome variables.
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1. Introduction

Economic development, over the decades, has pessentclear lack of uniformity
among different areas, giving rise to several tigmal disparities. For this reason, one of the
main objectives of the public authority, over tinhas been the implementation of policies to
support the decrease of regional imbalances.

In Italy, the gap among southern regions and tbstmeveloped ones has always been
one of the biggest problems to be faced. This prabtill now, has never found a definitive
solution. For many decades Italian industrial potionsisted in the direct intervention of the
government into the economy. Nevertheless, theltsesibtained have often been weak,
raising the question on which could be the best f@l the public authority into the economy.
As a consequence, in the Nineties, the idea ofvaldpment on a local basis took shape. In
this framework, only the coordination and coopemtmong all social actors can support the
recovery of less developed areas. Moreover, ih sucontext, the territory becomes one of
the crucial elements to promote local development.

The importance of the integration among all actamrmed at converging to the common
objective of local development is enshrined in tB@00-2006 Community Support
Framework for Objective 1 Italian regionwhich defines the “Territorial Integrated Project
(TIP) as a peculiar operational mode for implenmentithe Regional Operational
Programmes. In detail, a TIP is defined dset of inter-sectorial actions, closely consistent
and linked among them, which converge towards anwomm objective of territorial
development and justify a unitary implementatioprapch”. Since the institution of this
instrument, in the six “Objective 1” Italian regmiiBasilicata, Calabria, Campania, Puglia,
Sardegna and Sicilia) a remarkable amount of TH&sldeen activated, by affecting most of
the territory.

TIPs represent an attempt to overcome the weaknesgealed by previous programs
for local development, implemented since the mitkties. In particular, they focus on a
shared idea of development that arises from thevlgdge of the territory, and that through
the participation of the different actors involvednverges towards the common objective of
local development (Garofoli, 2003).

About ten years after the establishment of thiggm, we decided to realize a first
analysis of ex-post evaluation of the measure @deioto compare its possible benefits with

the amount of public money spent. The resourcexatikd for each TIP may be aimed at



three types of interventions such as infrastrustupaiblic actions and aid schemes. As a
result, it is possible to implement different typdsanalysis, depending on the objectives that
the evaluation wants to achieve.

This paper focuses only on the resources allodatadl schemes, by analyzing, at firm
level, the possible different performance of thaddeiaries of the subsidies provided by aid
schemes of TIPs, when compared to non-beneficiahegarticular, the reference is to a
subset of firms operating in Sicily, which receivadsidies in the period 2003-2007, and the
analysis is implemented through the joint use efniethods based on tpeopensity score
matchingand of thedifference-in-differenceapproach.

The work is detailed as follows: in section 2 wegant a brief review of the literature;
in section 3 we explain the econometric methode®gised in the analysis; in section 4 we
provide some details on the development progradeuscrutiny; in section 5 we implement
the empirical analysis and in section 6 we prefiemtresults. The analysis shows that TIPs
have been effective, at firm level, with referenoeemploymentand sales With regard to
other outcome variables, however, the effects ege tlear. Since our analysis focuses only
on aid schemes, we cannot present definitive ceralibns on the effectiveness of TIPs. In
order to give a final judgment, in fact, it would hecessary to realize a similar analysis with
reference to the other types of intervention presidy TIPs, in order to be able to present

more detailed conclusions regarding the effectigerté the whole program.

2. Ex-post evaluation of incentive programs. the economic literature

According to our knowledge this is the first atténtp carry out a quantitative
evaluation of the effects of the subsidies providgd IPs. For this reason, in this section we
refer to the literature which has implemented egt@malyses on the effectiveness of public
policies by using similar methodologies, but wigspect to different programs. Our work has
two main purposes. On the one hand, it aims duatiag the effects of public incentives to
firms with respect to a new instrument. On the othend, it tries implicitly to analyse the
role of aid schemes inside a more global intereensicheme for local development provided
by TIPs. Consequently, the work must be placechenliroader framework of the analyses
aiming at determining the effectiveness of the pawots for local development that have been

implemented in Italy in the last two decades.



In the context of the evaluation of the effectpuoblic incentives to firms, the literature
has tried to measure, through the implementatiatiftérent types of counterfactual analysis,
the possible different performance between theprewis of public incentives and the firms
which were not assisted. The analyses have focusstly on potential additional
investments undertaken by assisted firms. Howetlex, conclusions which have been
reached are still conflicting.

Cannari, D’Aurizio and De Blasio (2006), throughsarvey analysis, focus on the
effects of public subsidies on the investment dewcss of firms, by finding evidence of poor
effectiveness. With reference to a sample of ltati@anufacturing firms, they conclude that
about 74% of subsidized firms would have made #®es amount of investment even
without subsidy; moreover 17% of firms, in abserdethe subsidy, would have only
postponed the investment to a future date. A simméault was found by Bronzini and De
Blasio (2006).

Pellegrini and Centra (2006), instead, carry outeampirical analysis based on a
nonparametric approach and show a positive andfis@gnt impact of the subsidies granted
by ltalian law 448/92 on the amount of investment made by the benefisiafurther
analyses showing a positive effect on investmeffitiwis which received subsidies according
to law 488/92 were realized by Adorno, Bernini &wellegrini (2007), Bernini and Pellegrini
(2011) and Cerqua and Pellegrini (2011).

D’Aurizio and De Blasio (2008) show that investreentade according to law 488/92
are subject to an inter-temporal substitution ¢ffEbe empirical evidence, in fact, shows that
the increase of investment made by recipients & gkriod in which they receive the
subsidies is offset by a decrease of investmentenhbgdsubsidized firms in the subsequent
periods. The results are more encouraging wigreace to the analysis of the effects of law
388/2000, since the empirical evidence shows tietence of additional investment made by
beneficiaries. The use of tax credit, however, teeaeveral problems: primarily because it
uses an amount of public resources which is diffitube quantified ex-ante

Another issue faced by the literature is the impdgublic subsidies on employment: a
positive effect of Italian law 488/92 on employmestfound by Carlucci and Pellegrini
(2004), Pellegrini and Centra (2006), Adorno, Beraind Pellegrini (2007) and Bernini and
Pellegrini (2011).

! Law 488/1992 and law 388/2000 represent two ingmrinstruments used in Italy to stimulate investi
firms in the less developed areas.
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Further studies focus on the impact of subsidieBronproductivity. Bergstrom (1998)
measures the impact on total factor productivitiFRY of public capital subsidies granted in
Sweden to a set of manufacturing firms in the k887 - 1993. He shows that, during the
first year after obtaining subsidies, firms appe®re productive; however, the situation is
reversed from the second year, as the productgribyth becomes lower than that of non-
subsidized firms. A similar conclusion is reached Bernini and Pellegrini (2011): with
reference to the subsidies granted through lawd288hey provide empirical evidence of the
negative impact of subsidization on total factardarctivity.

A work by De Castris and Pellegrini (2006) aimsidéntifying the existence of
spillover effects on neighboring territories crebbgy firms that received subsidies according
to law 488/92. The outcome variable used in thdyaiga conducted on southern Italian local
labor markets, was the variation of the number ofkers in the period 1996-2001. Results
show that incentives have spatial effects on tleasaclose to the localization of subsidized
firms: in particular the authors provide empirieafidence of a positive diffusion effect and
of a negative reception effect.

With respect to the programs for local developmepiemented in Italy during the last
two decades, an instrument which shares many sitigka to TIP though with some
important differences, is the Territorial Pact.idtdefined by Italian law 662/1996 as an
“agreement, proposed by local authorities, soamstitutions, or other public or private
entities, concerning the realisation of a programnterventions characterized by specific
objectives of promotion of local development”. Attaeo and De Blasio (2011), through an
empirical analysis conducted at a territorial lewal the effects of Territorial Pacts in the
period 1996-2004, provide evidence of scarce effecess with respect to the employment
and to the number of plants. Rizzi and Dallara 20instead, try to identify the effects of
the subsidies granted through the Territorial Patta firm level. They provide positive
statistical evidence of the effectiveness of thegpmm with referring to investment,
employment, profitability and productivity of reagmt firms considered.

By summarising, the literature shows conflictinguks with regard to the effectiveness
of public incentives on investment and productifyrecipient firms, while the conclusions
seem to be in agreement with respect to the pesditipact of incentives on employment, at

least at a firm level.



3. Ex-post evaluation of incentive programs. the methodology

3.1 The use of Propensity Score Matching methods

As other studies, we would like to compare the grenbince of a firm subject to a
public policy with the performance that the sammmfivould have showed in absence of the
policy. In detail we can define witfj(1) the value assumed by the outcome variabferafi
if it received the subsidy and wity(0) the same quantity ffrm i did not receive the subsidy.
We are therefore interested in the followingatment effect:

[1] T = Yi(1)- Y;(0)

The problem is that we are not able to observam in both situations, the one in
which it receives the subsidy, and the other one/hirch it does not receive the subsidy:
either we observE;(1) or we observ&;(0). We are therefore facingnaissing counterfactual
problem. According to Caliendo and Kopeinig (200B6§tead of looking at the singtem i
we focus on the aggregate dimension and we defiaeverage treatment effect on the
treated (ATT s follows:

[2] ATT = E[Y;(1)|D; = 1] — E[Y;(0)|D; = 1]

whereD; is a dummy variable which assumes value equalitdirn i received the treatment
and 0 otherwise. While we can estimBf®(1)|D; = 1], the termE[Y;(0)|D; = 1] is
unobservable, as it represents, on average, the \asumed by the outcome variable of
treated firms, if they had not been treated. Adxasstimation of[2] is given by:

[3] ATT = E[Y;(1)ID; = 1] — E[Y;(0)ID; = 0]
where the selection bias (SB) is given by:
[4] SB=E[Y;(0)|D; = 1] — E[Y;(0)|D; = 0]
The only case in which SB=0 is if the assignmentr@éatment is random. In this case
we have:
[5] Yi(1),Y;(0) L D; = E[Y;(0)|D; = 1] = E[Y;(0)|D; = 0] =E[Y;|D; = 0]

But randomization is rare in public subsidies papgs. On the one hand, in fact, the public
authority decides how to assign public subsidie®ting to its objectives. On the other,
hand the firms can self-select into the treatmgtiidy decide to participate to a public call.
In order to compensate for the lack of randomizatwe consider the vector of covarialgs

representing the pre-treatment characteristidsriof i. Following Becker and Ichino (2002)



and Caliendo and Kopeinig (2005), if for each fime can observe; and if we can
assume

[A1] Yi(1), Yi(0) L Dy|X;, Vi

then we can estimate the average treatment effetteotreated (ATT) by running thexact
matchingonX; as follows:

[6] ATT = Exp,=1 {E[Yi(DID; = 1,X; = x] — E[Y;(0)ID; = 0,X; = x]}

According to Dehejia and Wahba (2002¢pfmparing two individuals with the same
observable characteristics, one of whom was treated one of whom was not, is like
comparing those two individuals in a randomizedegixpent.

Assumption [Al] cannot be tested, and the choicewbfch variables should be
included into the vectdf; is based on previous literature and on experience.

The main problem of the exact matching based onig6the dimensionality. In
principle, the more we add variables to the veEiqrthe more we improve the quality of the

matching. Conversely, the more we add variablethéovectoX; , the more difficult is to
find a counterfactual having the same value ofvidm@ables considered. In order to solve the
problem of dimensionality, Rosenbaum and Rubin 8)98opose the use of tipeopensity
score defined as the probability of being treated, gittee pre-treatment characteristics:

[7] p(X;) = Pr(D; = 1X;) = E(D;IX;)

Note that [A1l] holds even with the introductiontbé propensity score:

[AZ] Yi(1), ¥;(0) L D;|X; = Yi(1), Y;(0) L Dj| p(X;)3

With assumption [A2] we can estimate the valu&®T as follows:

[8] ATT = Epxypy=1 {(E[Yi(DID; = 1, p(X)] — E[Y;(0)ID; = 0,p(Xp]}

Propensity score matching implemented in two stages. Following Gabri@@(8), in
the first stage we compute for each firm the valihe propensity score, by using a standard
probability model like grobit or alogit model. In the second stage we match every treated
firm with one or more control firms according toetlwvalue of propensity score, and we
compute the value &TT.

It must be stressed that tpescore is a probability measure; as a consequédniseai
continuous variable that can assume all the vahsween zero and one. Therefore it is

almost impossible to observe two firms having dyatie same value of thgscore. For this

2 This assumption is callddnconfoundednessr Conditional Independence Assumpti@iA).
® This assumption is callddnconfoundednesgiven the Propensity Score GtA given the Propensity Score.
7



reason, there are differeRSM methodshat aim at deciding how we can match optimally

treated and control units. In this work we useftllewing:

» nearest-neighbor matchingn which we match each treated firm with theontrol firms
having the closest values of thescore.

» kernel matchingin which we match each treated firm with all cohfirms, by assigning
to each comparison a weight that is inversely prioqaal to the difference in terms pf
scores among treated and control units.

» stratification matchingin which we divide treated and control units ubsets according
to the value of the estimatq@score and we compute the ATT within each subset.
Therefore we compute the total ATT as a weightestaye among the ATTs calculated

in each block.

3.2 Use of difference-in-differences method

In this work thedifference-in-differenceapproach is used jointly with PSM methods in
order to identify the effects of the policy. Thigthod requires the availability of at least two
observations in different times for each treatechfand for each control. Suppose that we
split the firms into two groups, one with the teshiand the other with the control firms, and
that we can find, for each firm, at least two ola&ons for the outcome variable, the first
before the firm receives the treatment, and therskafter the firm receives the treatment.
Suppose we define two dummy variables:

DT = 1iffirm is treated, O otherwise.
* Dt =1 if we refer to post-treatment period, O otherwise.

Our equation of interest is the following:
[9] y = By + 8,Dt + B, DT + &, (DtDT) + ¢
where &, represents the effect of the policy. Therefore weéne §; as ourdifference in
differencesestimator:
[10] 81 = (Y11= ¥10) — Fo1—Yo0)
where the first subscript indicates the treatmatus (treated or control firm) and the second
subscript indicates the time period (pre-treatm@npost-treatment period). The equation
above can also be written as:
[11] 81 = (F11—Y01) — F10—Foo)
where the first difference refers to the differgmtrformance with respect to the outcome

variable between treated and control firms in tlstyreatment period and the second
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difference refers to the different performance wikpect to the outcome variable between
treated and control firms in the pre-treatmentqakeriThe main difference (thdifference-in-

difference¥ captures the effect of the policy.

4. Territorial Integrated Projects: the program

The Community Support Framework (CSF) 2000-2006 “fobjective 1” Italian regions
defined the Territorial Integrated Projects (TIBs)a peculiar operational mode to realise the
Regional Operational Programmes. In detail, a TH3 wefined as &et of inter-sectorial
actions, closely consistent and linked among thesmch converge towards a common
objective of territorial development and justify witary implementation approach”
(European Union, 2000).
The CSF highlighted two main characteristics ofrif@nial Integrated Planning:

» the importance of project integration;

» the role of territory considered not only as a pesit of initiatives and actions for

development, but as a framework in which we wantdttivate and develop the

unexpressed assets of its population-

The peculiar contents of a TIP are defined as Vgto
» definition of an idea of development and determamatof the objectives and
strategies for the implementation of the project;
» identification of a target area,
» identification of an institution responsible foetkntire life of the project;

» identification of procedures for the managementmaoditoring of the project.

TIPs constituted an operational mode to implemieatrégional policy, chosen to link a
set of actions aimed at the common objective odllaevelopment. In Sicily, for instance,
they were considered the best way of implemerttiegoottom-up development strategy that
the regional government wanted to diffuse (RegiSiadliana, 2000). However, TIPs should
have been implemented only when they had shown amtipe advantages with respect to

the ordinary modes of implementation of the regiqudicy (Mazzola, 2003).



The expectations created by TIPs were numerousast expected them to “produce
more investment projects in the areas consideredctiucial ones for development, by
increasing the probability of obtaining substantdlects” (Regione Siciliana, 2001). In
particular, a thorough analysis of the local cohtgas considered an essential condition for
the detection of resources and potentialities adraa and for the subsequent identification of
an idea of development that had to be fully shémethe different actors involved in the TIP.
This was considered a necessary condition to owecihe difficulties and the weaknesses
shown by previous policies for local developmeiics the lack of a clear definition of the
common objective, had often resulted in the lackaafeal cooperation and coordination
among the different agents involved (Garofoli, 2003

In Sicily, the set of TIPs to be financed was seléchrough a public call. In detail,
“each TIP had to be promoted by at least two lacahorities located in the same provincial
area and contiguous, except for the municipalite®alermo, Catania and Messina, which
could have submitted proposals for a TIP with mfiee to a single urban context. The
provincial government could have also proposed B With the participation of the
municipalities where the planned interventions wecated” (Regione Siciliana, 2001).

After an evaluation procedure, carried out in diéfe steps, 27 TIPs were activated
Each TIP involved an average of 11 municipalitiethva minimum of one municipality for
the TIP ‘Palermo capitale del’Euromediterrantand a maximum of 28 municipalities for
the TIP ‘Etnd. The distribution of provided resources showedpwedominance of
infrastructural interventions (51.3%), followed byd schemes (38.7%) and public actions
(10%Y. This distribution was reflecting the guidelindgfubed by the regional government
which stated that TIPs had to integrate intervergtior infrastructures, public actions and aid
schemes by allocating at least 35% of resourcesdeschemes and not more than 60% to
infrastructure.

However, the subsequent realizations of TIPs sHotkat a significant part of the
resources that had been assigned, was not actpalhy. In detail, only 58.6% of the planned
resources were spent. Also, the distribution obueses has changed, with the share of
money spent for infrastructural interventions rigto 58.5% and the amount of money spent
for aid schemes falling to 27.6%; the remaining¥3.of resources was spent to finance the

so called “public actions” (Regione Siciliana, 2D11

* Afterward, the total number of TIPs in Sicily increased up 2063 some of them were activated at a later date.
> Data refer to the total of TIPs activated in Sicily, except for TIP “Isole minori”.
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5. Dataand empirical analysis

Data on firms receiving subsidies were obtainednffdONIT, which is the official
database containing all the detailed informationTanmritorial Integrated Projects. In our
analysis we considered a sample of 1238 firms dpegran Sicily; among them, 83 firms
received subsidies according to TIP program, wthie remaining 1155 firms might be
considered for the potential counterfactual. Acdemgnand financial information on firms
were extracted from AIDA database for the perio820010. When necessary, the missing
data for treated firms have been integrated thraligdtt information given by the Chambers
of Commerce.

The empirical analysis usesopensity score matchingethods for the identification of
the correct counterfactual and difference-in-differencesapproach to evaluate the
effectiveness of the policy. Treated firms receigabisidies in the period 2003-2007. For this
reason a new temporal structure was defined: twithwe indicate the year of treatment, with
t=0 we indicate the pre-treatment year while wit8,3,4 we indicate, respectively, one year,
two years and three years after the firm receiledtteatment. According to the prevailing
literature, the effects of a policy are reflectadthe balance sheets of the firms after some
years. For this reason in our analysis we do nosider a single year, but we refer to the
average betweer0 andt=1 aspre-treatmenperiod and to the average amdng, t=3 and

t=4 aspost-treatmenperiod, as showed below:

Figure 1: Temporal structure defined in the emtianalysis

0]
— - pre-treatment period
— 1
year -
t= 2
3  post-treatment period
4 _

The first step of our analysis consisted in thanidieation of the correct counterfactual
through the computation of thropensity scoreTherefore, we selected the variables which
should better represent the pre-treatment charstitsrof firms: according to the literature

we chose some measures of profitability suctiR@sS(return on sales) andOE (return on
11



equity) and some indicators of financial healthfiohs such aslebts/equityandlong term
debts In order to control for firm dimension we alsachmdedsales In the computation of
propensity score we considered all the variables@ln periods t=0 and t=1.

After calculating thepropensity scorethe second step of our analysis consisted in the
computation of the average treatment effect onttbted(ATT) The effects of the policy
have primarily been analysed with referenceetoploymentAfterwards we selected some
outcome variables reflecting the profitability athe productivity of firms: we looked at the
effect of the program omales moreover we considerdeBITDA (Earnings before Interest,
Taxes, Depreciation and Amortizatipnyhich represents the gross profit of firms and
EBITDA/sales finally we looked atROI (Return on Investment) and aalue added per
employee

As we used daifference-in-differenceapproach, our outcome variables present the
following structure:

[12] Diff(Outcome var) = Outcome var(post) — Outcome var(pre)

where Outcome var(post) is the average for the outcome variable in pestinent period
(t=2,3,4),0utcome var(pre) is the average for the outcome variable in prattnent period
(t=0,1) and Diff(Outcome var) is the difference, for the selected outcome vagiabl
between post-treatment and pre-treatment periods.

The ATT represents the difference, for the variablg f(Outcome var), between
treated group and control grdup
[13] ATT =Dif f (Outcome var) syeq: - Dif f (Outcome var) controi
or in terms of [12]:

[14] ATT = (Outcome var (post)ireq: - Outcome var (pre) trear ) -
(Outcome var (post) contror - Outcome var (pre) controt)

In order to identify the correct counterfactualdan check for robustness, we used
several methodologies: we applied thearest Neighbor methply using, respectively, 1, 5
and 10 neighbors; subsequently we implementedérael methodby using botiGaussian
and Epanechnikov kernglfinally we used theStratification method We tried all the
specifications with theommon suppormption and without it. If our analysis is implented
in the proper way we should observe similar redmtapplying different methods.

® Note that equations [13] and [14] represent theeg@rstructure of ATT in the empirical analysis.eTATT
has been computed according to the different metlogées detailed above and in Section 3.
12



6. Results

In this section we present the results of our eitgdiranalysis. In the following tables we
show, in the first column, the estimated valueh® &verage treatment effect on the treated
(ATT), in the second column the value of the associas¢atistic, and in the third column the
methodology used. In detail, with NN we indicatee tNearest Neighbor methogin
parentheses we specify the number of neighbors)uséath K(E) and with K(G), we
indicate, respectively, thEernel methodwith Epanechnokov kernelnd Gaussian kernel
finally, with S we indicate thé&tratification methodIn all specifications we indicate, with
c.s., the common support option. The first outcoragable we consider in the empirical
analysis is theemployment measured in terms of number of employeesn{.emp In
particular, after computinguum. emp(post) and num.emp(pre) as specified above, we
consider the logarithm of the variable, in ordedeal with growth rates. In detail equations
[12] and [13] become:

[12a] Dif f (num.emp) = Log[num.emp(post)] — Log[num.emp(pre)]

[13a] ATT Bif f (num. emp) reqr - Dif f (num. emp) coneror

The table shows a clear effect of the progranmemploymentThe calculated average
treatment effect on the treat€¢ATT) appears robust to all the methodologies and to the
different specifications used:-statistics show that our results are always s$icdity

significant at 5% and in some cases at 1%.
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Table 1. Average Treatment Effect on the Treatet@iTjAwith different methodologies (outcome
variable: logarithm of number of employees)

ATT t-stat Methodology ATT t-stat Methodology
0.42%** 2.90 NN(1) 0.29** 2.30 K(E)
(0.14) (0.12)
0.42%** 2.90 NN(1) c.s. 0.29** 2.30 K(E) c.s.
(0.14) (0.12)
0.4%** 3.07 NN(5) 0.29** 2.31 K(G)
(0.13) (0.12)
0.4%** 3.07 NN(5) c.s. 0.29** 2.31 K(G) c.s.
(0.13) (0.12)
0.37*** 2.98 NN(10) 0.32** 2.60 S
(0.12) (0.12)
0.37*** 2.98 NN(10) c.s. 0.32** 2.64 S
(0.12) (0.12)

Notes (***) and (**) indicate statistical significancat 1% and 5% respectively. Number of treated firng8.
Standard error in parentheses.

We repeated the analysis by takisgles as outcome variable. As it was for
employmentour outcome variable is the logarithm sdles and the empirical analysis is

implemented according to [12] and [13]:

Table 2. Average Treatment Effect on the Treatet@iTjAwith different methodologies (outcome
variable: logarithm of sales)

ATT t-stat Methodology ATT t-stat Methodology
0.29%* 2.36 NN(1) 0.17** 2.51 K(E)
(0.12) (0.07)

0.29** 2.34 NN(1) c.s. 0.17** 2.51 K(E) c.s.
(0.12) (0.07)
0.21%** 2.63 NN(5) 0.17** 2.49 K(G)
(0.08) (0.07)
0.22%** 2.61 NN(5) c.s. 0.17** 2.46 K(G) c.s.
(0.08) (0.07)

0.17** 2.31 NN(10) 0.18** 2.55 S
(0.07) (0.07)

A7 .27 NN(10) c.s. i Vi

0.17** 2.2 (10) 0.18%** 2.73 S
(0.07) (0.07)

Notes:(***) and (**) indicate statistical significancetd % and 5% respectively. Number of treated firr88.=
Standard error in parentheses.

Results show again a positive effect of the progoemthe selected outcome variable.
As before, the level of statistical significanceiga between 1% and 5% in all specifications.

The analysis was then carried out with respecttherooutcome variables. Because the
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selected outcome variables can assume negativesyale took into consideration the levels

of the variables.

With reference toEBITDA (table 3) results show positive effects of theigylon

treated firms but they are never statistically gigant.

Table 3. Average Treatment Effect on the Treatet@iTjAwith different methodologies (outcome

variable: EBITDA)

ATT t-stat Methodology ATT t-stat Methodology

121943.45 1.05 NN(1) 94270.92 0.82 K(E)
(115931.77) (115046.54)

126649.06 1.08 NN(1) c.s. 94270.92 0.82 K(E) c.s.
(117288.21) (115046.54)

107193.71 0.94 NN(5) 90382.98 0.80 K(G)
(114279.28) (113664.00)

103059.01 0.89 NN(5) c.s. 90734.61 0.79 K(G) c.s.
(115642.37) (115045.19)

97655.07 0.86 NN(10) 99597.96 0.90 S
(113964.66) (110000.00)

94179.64 0.82 NN(10) c.s. 99630.97 0.90 S
(115353.33) (110000.00)

Notes Number of treated firms = 82. Standard errorargptheses.

When we consider as outcome variablEBITDA/sales(table 4) andadded value per

employedtable 5), we do not find empirical evidence of a&ffct of the policy.

Table 4. Average Treatment Effect on the Treatet@iTjAwith different methodologies (outcome
variable: EBITDA/Sales)

ATT t-stat Methodology ATT t-stat Methodology
0.15 1.35 NN(1) -4.22 -1.38 K(E)
(0.11) (3.07)

0.15 1.35 NN(1) c.s. -4.22 -1.38 K(E) c.s.
(0.11) (3.07)

-3.70 -0.87 NN(5) -4.29 1.23 K(G)
(4.26) (3.49)

-3.76 -0.87 NN(5) c.s. -4.37 1.51 K(G) c.s.
(4.35) (2.89)

-3.91 -1.15 NN(10) -4.15 1.52 S
(3.39) (2.73)

-3.98 -1.17 NN(10) c.s. -3.22 1.21 S
(3.41) (2.66)

Notes Number of treated firms = 56. Standard errorareptheses.
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Table 5. Average Treatment Effect on the
variable: added value per employee)

Treate@TjAwith different methodologies (outcome

ATT t-stat Methodology ATT t-stat Methodology
-1.24 -0.16 NN(1) 0.61 0.09 K(E)
(7.94) (6.87)

-1.24 -0.16 NN(1) c.s. 0.61 0.09 K(E) c.s.
(7.94) (6.87)

0.03 0.00 NN(5) 0.77 0.11 K(G)
(6.93) (6.77)

0.03 0.00 NN(5) c.s. 0.77 0.11 K(G) c.s.
(6.93) (6.77)

-0.29 -0.04 NN(10) -0.39 -0.06 S
(6.96) (6.70)

-0.29 -0.04 NN(10) c.s. -0.49 -0.07 S
(6.96) (6.65)

Notes Number of treated firms = 38. Standard errorareptheses.

Finally we consideROI (Return on Investment) as outcome variable (téhle

Table 6: Average Treatment Effect on the Treatet@iTjAwith different methodologies (outcome
variable: ROI)

ATT t-stat Methodology ATT t-stat Methodology
-3.49° -1.54 NN(1) -1.45 -0.94 K(E)
(2.26) (1.55)

-3.42° -1.47 NN(1) c.s. -1.45 -0.94 K(E) c.s.
(2.33) (1.55)

-2.55° -1.53 NN(5) -1.17 -0.77 K(G)
(1.66) (1.52)

-2.48° -1.46 NN(5) c.s. -1.06 -0.69 K(G) c.s.
(1.70) (1.54)

-1.69 -1.06 NN(10) -1.60 -1.03 S
(1.59) (1.56)

-1.50 -0.92 NN(10) c.s. -1.70 -1.09 S
(1.63) (1.56)

Notes (°) indicate statistical significance at 20%. Numbgtreated firms = 37. Standard error in parenthese

The results with respect ROl appear particularly interesting. Although with cavl
degree of statistical significance, we find, withme specification, a negative impact of the
program. This would mean that the participatiomhi® program might have been harmful in
terms of profitability or at least of that part dfwhich is captured byROI. A possible
explanation could be that treated firms have lepsadity constraints than untreated ones.
Therefore these firms could have undertaken investiprojects presenting a lower expected

return or more risky. As an effect, the averBg# for treated firms could have fallen.
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7. Conclusions

This paper aimed at evaluating the effectivenesesifurces allocated according to aid
schemes of TIPs. The analysis has been carriedt @uirm level by considering a subsample
of firms operating in Sicily and through the implemtation of an empirical analysis that used
propensity score matchingnethods and alifference-in-differencespproach jointly. The
investigation has taken into consideration seviadicators of firm performance; moreover,
in order to check for robustness, different methogies have been implemented. According
to our results, the program has been effective wélerence toemploymentand sales
Therefore treated firms show a bet@mmploymentand sales performance with respect to
untreated firms, and these results are confirmedalin specifications and with all
methodologies. With respect to other outcome vé&falnstead, we do not find statistical
evidence of any effect of the program. In particulawe look atEBITDA our estimated\TT
presents the expected sign, but it is never statlbt significant. With refer t&&BITDA/Sales
andvalue added per employéaestead, also the sign of estima#&@T varies according to the
specification used. An interesting and unexpeatsdlt is found with respect 80l (Return
on Investment). The estimatedll T is always negative, and with some specificatiores w
reach a statistical significance of 20%. As the hamof treated firms for which we can
calculateROl is quite low (we have only 37 treated firms forigthwe know the value of
ROI), we may expect a different statistical significarby adding more firms to the sample.
If this were the case, we might conclude for a tiegaffect of TIPs on profitability of firms
in terms ofROI.

According to our, still preliminary, results, th#estiveness of the policy seems to be
partially positive, at least with respect to thetpd the program regarding aid schemes. In
particular, the positive and significant effecttbé program oremploymentwhich has also
been found in other studies, is particularly impottsince the improvement in the labour
market mechanism is probably the first dimension which the policies for local
development in depressed areas aim at intervekiviegstill have to investigate more deeply
on the reasons behind the negative impact of thegram on ROI, found in some
specifications.

Moreover, the work must be improved along threenntarections. First, we have to
enlarge the sample size of the treated firms, @ewoto improve the quality of the estimations,
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especially with reference to the outcome variabl@eswhich the empirical analysis presents
results that are below the statistical significance

Second, the sample size increase must be donedoygaa subset of firms that in a first
phase of the program were included as benefisiarfeaid schemes, but that subsequently
were not financed. Through the inclusion of thesed, we will be able to check if the
selection on observables, made according to PSMadst has been implemented in the
correct way.

Finally, we must emphasize that the analysis censidnly aid schemes. Therefore we
cannot make any inference on the effectivenesshef grogram as a whole, before
implementing a similar analysis on the effectshaf other types of interventions provided by
TIPs. By extending the analysis to infrastructunel & more horizontal (so called “public
action”) projects we hope to capture a more congnsive view of the effectiveness of the

program for local development in southern Italy.
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