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6 REGIONAL POLICY MEASURES AND THEIR 
IMPACT ON FIRM RELOCATION: THE CASES OF 
ITALY, THE NETHERLANDS AND THE UNITED 
KINGDOM  

6.1 Introduction 
 
As described in Chapter 3, regional policy in Western Europe has been in existence 
for over 50 years. Regional policies in the member states have traditionally 
comprised: (i) disincentives to location in congested areas; (ii) spatial distribution 
of economic activities of the state; (iii) infrastructure provision; (iv) regional 
incentives; (v) support for the business environment; and (vi) planning 
instruments/development of regional strategies (Table 6.1). While interest in the 
first two measures declined significantly since the mid-1980s, the remaining four 
policy instruments all play a more significant part in the contemporary approach.  
Disincentives to encourage relocation to problem regions were introduced in a 
number of countries in the 1960s and 1970s, including France, the United 
Kingdom, Italy, the Netherlands and Greece. They were of particular importance in 
France, in the Paris region, in the United Kingdom (i.e. Industrial Development 
Certificate and Office Development Permit), in respect of London and the South 
East and in the Netherlands (Selective Investment Regulation) in the Randstad. 
Currently, France and Greece are the only countries that explicitly encourage 
development away from their congested capitals (Yuill and McMaster, 2001).  
The spatial distribution of economic activities of the state as an instrument of 
regional policy has declined with the restriction in public ownership over the last 
decade. With large-scale privatisation, especially of public-owned manufacturing 
activities, governments lost their influence on investment decisions of such 
enterprises. In Italy, between 1957 and 1971 State-owned firms (Partecipazioni 
Statali) had to allocate at least 40 per cent of their total investment in the 
Mezzogiorno. In the Netherlands, in the first half of the 1970s, the relocation of 
government offices led to the movement of 16,000 jobs to the northern provinces 
and South Limburg (Oosterhaven, 1996).  
The provision of physical infrastructure has been a traditional response to regional 
problems over the years, with the aim of bringing infrastructure standards in the 
problem regions up to national levels (i.e. the case of the Italian Mezzogiorno; the 
Northern Netherlands and the Assisted Areas in the UK). More recently, a 
considerable proportion of EU Objective 1 support has been infrastructure-based 
and Cohesion Fund assistance has also had a strong infrastructure orientation, 
focusing on transport projects and environmental improvements. 
Regional incentives have been at the core of regional policy in most member States 
for much of the past five decades and are still amongst the most durable and 
significant regional policy instruments. There are six distinct types of regional aids: 
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capital grants, interest- or loan-related subsidies, tax concessions, depreciation 
allowances, labour-related subsidies and transport concessions (Table 6.1). 
Regional incentives changed form over time but they exhibit an increasing 
preference for simple and straightforward forms of support (i.e. capital grants). 
There is growing pressure for aid to be even more selective and targeted (not only 
spatially but also with respect to project size and type). 
 
Table 6.1: Regional policy measures in the EU Member States  

Disincentives to location in congested areas or deterrents to location in such areas: this covers  
both cost penalties and permit systems introduced to encourage firms to consider moving to less  
congested, problem region locations.  

Spatial distribution of economic activities of the state: this involves policies which allow state-owned 
concerns to invest or move to locations in the problem region; more generally, it covers measures which aim to 
influence the location of public sector jobs, including those in the civil service.  
Infrastructure provision: this refers to improvements in the physical infrastructure in the problem regions 
including major road and rail links, improvements in water supply and distribution networks and 
telecommunication facilities. 
Regional incentives: involving financial aid schemes to support the development of private-sector firms in 
designated aid areas. The most popular measures by far are grants in support of fixed capital investment, though 
subsidised loans are made as well as fiscal concessions (increasingly rate), labour-related subsidies and, in the 
Nordic member states, transport concessions.  
Support for the business environment: this form of assistance does not involve direct support to individual 
firms but rather focuses on “framework measures” to improve business conditions in problem regions: it 
includes local infrastructure provision (eg. incubator units) as well as measures to enhance information, advice 
and consultancy, education and training and innovation support.    
Planning instruments/development of regional strategies: this involves the use of regional plans and 
programmes to analyse regional strengths and weaknesses and develop appropriate regional strategies in 
response.    

Source: Yuill and McMaster (2001) 
 
From the mid-1970s there was a call for changing the focus of regional policy. The 
so called contemporary approach mainly focuses on framework measures and on 
regional strategy development, but the ‘old fashioned’ policy instruments are still 
amongst the most durable and significant of regional policy instruments in the 
member countries.1 Nevertheless, from the 1980s regional incentive expenditure 
has fallen in many countries, in part due to European Commission pressures on 
state aid to be cut back, but also because of increasing national budgetary 
constraints and a growing reluctance to provide direct business support.  
The purpose of this chapter is to provide an answer to questions 2 (“What regional 
policies have characterised the period starting from 1945 till the present in Italy, 
the Netherlands and the United Kingdom?”) and partially to question 3 (“What is 
the impact of regional policy on firm relocation?”), presented in Chapter 1. 
Besides, it tests Hypothesis 2 (“Although regional incentives promoting firm 
relocation have decreased over time, the contemporary approach to regional policy 
still makes use of these ‘old-fashioned’ measures. In other words, not all the policy 
measures belonging to the contemporary approach are in line with its philosophy”) 
by providing evidence on the cases of Italy, the Netherlands and the United 
Kingdom. To do that, the present chapter describes the policy measures which 
promoted core-periphery relocation in the three countries (Italy, the Netherlands 
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and the United Kingdom) from 1945 to the present as well as their impact on firm 
migration. 

6.2 Italy  
 

The main problem area in Italy has always been the Mezzogiorno (literally “land of 
the midday sun”, Southern Italy). It comprises more than one-third of the country’s 
population and, by any standard (GNP per capita, basic welfare indicators 
including crime rate, availability of infrastructure, productivity of industry and 
services sector, efficiency of the public administration) there is a permanent gap 
with the rest of the country. During the Intervento Straordinario (Special Aid 
Policy) (1950-1980s) regional policy coverage only concerned the Mezzogiorno, 
but since the beginning of the 1990s, the new territorial policy Intervento 
Ordinario (Ordinary Intervention) was targeted at the Mezzogiorno as well as the 
depressed areas of the centre-north and  this marked a break with a historical 
tradition identifying regional problems with the southern question (Viesti and 
Capriati, 2003). 
This section presents a historical overview of the existing information on the 
relocation of firms from the core areas to the periphery (Mezzogiorno), divided 
into two sub-periods (1945-1980s and 1990s to the present), that has been 
subsidised by policy measures. A particular focus is dedicated to the Area Contract 
policy tool, which started in 1998. 

 
6.2.1 Regional policy measures and firm relocation in 1945-1980s2  
 
Policy measures and policy coverage  

 
At the end of WWII, the Mezzogiorno was firmly lagging behind Italian average 
development levels.3 The development of the south became therefore one of the 
priorities of the reconstruction process in the early years of Italian democracy. A 
Special Aid Policy for the development of the south (Intervento Straordinario), 
based on the action of a special institution called Cassa per il Mezzogiorno 
(Mezzogiorno Fund), was implemented in 1950 by Law 646. The Cassa was 
established to manage the special funds allocated to the South4, in addition to the 
ordinary programme applicable on a nation-wide basis. Although under 
Government control, the Cassa had the exclusive authority to design, finance and 
implement projects and programmes in eight southern Italian regions (Abruzzo, 
Molise, Campania, Puglia, Basilicata, Calabria, Sicilia and Sardegna, see Figure1.2 
in Chapter 1). From 1950 to 1959, the Cassa’s action was concentrated on carrying 
out a major programme of infrastructural investments and on the support of land 
reform to modernise the still largely feudal agrarian system in the south and to 
alleviate its severe unemployment problem (Giordano and Greco, 2003). The new 
‘motorway of the sun’, for example, enabled northern firms to capture markets in 
the south. Other investments were involved in railroads, water supply and other 
necessary services.  



91  

In the following phase, during the 1960s, the emphasis shifted towards active 
industrialisation, based on the creation of (i) growth poles, with the promotion of 
industrial development areas and (ii) financial incentives, comprising a range of 
initiatives. The focus was on transferring work and prosperity from the economic 
core areas in the centre-north to the depressed regions in the south. A new system 
of incentives for industrial investments was introduced with the Industrial Area 
Law 634/57. It included exemption from profit taxes for industrial capital 
reinvested in the region, direct grants for plant and machinery, soft loans and 
exemption of customs duties. The combination of direct subsidies of plant and 
machinery and the very low interest loans (3-6 per cent repayable over 10-15 
years) could make up as much as 85 per cent of the total capital invested by a firm 
settling in the south (King, 1985). Besides, national labour agreements of that 
period included different wage levels for southern regions (the so-called Gabbie 
salariali). The wage differential was 10 per cent larger than the productivity 
differential, so that Mezzogiorno enjoyed lower costs per unit of production (Helg 
et al. 2000). 

 
Policy measures and firm migration  

 
The period between 1957 and 1971 was characterised by the spatial distribution of 
economic activities of the state. State-owned firms (Partecipazioni Statali5) had to 
place at least 40 percent of their total investment in the Mezzogiorno and 60 
percent of their new plants.6 The former rose to 60 percent in 1971. In 1978 over 
27 percent of state-holding sector employment was located in the Mezzogiorno, 
compared with 13 percent in 1958 (Yuill and McMaster, 2001). They had to act as 
growth poles7 for the whole economy (Perroux, 1966). The concentration of 
industrial effort into selected growth areas was in response to the realisation that a 
major deterrent to large firms locating in the south was the lack of external 
economies. It was felt that spatial concentration of several firms in a suitable area 
lowers cost of infrastructure provision and leads to the creation of a pool of trained 
and diversified industrial labour. As result, the region as a whole should benefit 
from the spin-off of this industrial development and other firms, both local and 
‘external’ firms, are attracted (see, among others, King, 1985).  
In the period 1950-1970, national non-southern and foreign enterprises moved to 
the Mezzogiorno as well. Most movements of private capital took place in 
chemical and petrochemical production followed by the automobile industry. In 
particular, in the 1950s Montecatini (now Montedison) built two integrated 
chemical complexes in Sicily and Puglia, while in the 1960s Rumianca and Snia 
Viscosa in Sardinia were established. These concerned some large plants for the 
production of petrochemical fibres. In the 1970s the production of motor vehicles 
and related industries took place. Fiat branch plants and related production 
(Magneti Marelli, Fiat group, which produces batteries and electric appliances for 
motor vehicles) started to move southward and they located on the Adriatic coast 
(Abruzzi, Molise, Puglia) and in Sicily. This relocation process supports the 
hypothesis of a precise decentralisation strategy of private capital, inspired by the 
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search for less unionised and less concentrated labour force in peripheral areas and 
the attempt to channel parts of the production cycle into small multilocalised 
plants. 

 
Table 6.2: Number of firms with more than 20 employees and employment in 1977, by ownership 
type  

 Local Private national 
non-local 

Public 
 

Foreign Total 

Number of plants 
(%) 

4,647 
(83,2) 

478 
(8.5) 

266 
(4.8) 

197 
(3.5) 

5,588 
(100.0) 

Employment 
(%) 

267,272 
(43.9) 

127,598 
(21.0) 

152,445 
(25.0) 

61,239 
(10.1) 

608,554 
(100.0) 

Source: Camagni (1983)  
 

Table 6.3: Number of new plants with over 1,000 employees according to type of ownership in the 
Mezzogiorno 

Time period Public Private 
non-local 

Private local 
 

Foreign Total 

Before 1950 7 2 1 1 11 
1951-59 2 4 - - 6 
1960-64 9 4 - 5 18 
1965-69 5 2 - - 7 
1970-74 - 8 - - 8 
After 1974 - 1 - - 1 
Total 23 21 1 6 51 

Source: Saraceno (1980), in Camagni (1983) 
 

On the other hand, initiatives involving foreign capital, were concentrated in the 
telecommunication and electric appliances sectors and were located in the 
provinces of Caserta and Naples. Foreign capital was also involved in the 
pharmaceutical sector. However, as Tables 6.2 and 6.3 show, the location of 
foreign companies in the Mezzogiorno was not very important quantitatively. 
Table 6.5 refers to the list of all southern establishments with more than 1,000 
employees, by their first year of construction, compiled by Saraceno (1980), “the 
father of the special intervention in the Mezzogiorno” (Camagni, 1983). Only one 
plant belongs to a local group (Acciaierie Pugliesi), while 23 plants, accounting for 
62 per cent of total employment, depend on public groups; private national non-
southern groups control 21 plants (out of 52) with 29.5 per cent of total 
employment while foreign groups control seven plants with 7.2 per cent of total 
employment.   
The intervention of state-owned enterprises stopped in 19698, and in the middle of 
the 1970s southward migration of private large plants also slowed down due to the 
oil crisis and the subsequent stagflation, which hit Europe. The industrial crisis 
changed the priorities of the Italian government, which became increasingly 
concerned with supporting the centre-northern industries rather than developing 
exclusively the South. Starting from the 1980s, public intervention became less 
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predisposed to the Mezzogiorno and by 1984 the percentage of national public 
expenditure devoted to the south was actually less than that in the north. 
Economic policy in the Mezzogiorno became progressively more oriented towards 
subsidies for households and labour cost advantages9 rather than towards creating 
conditions for autonomous, market-oriented, development.  
The net increase of 608,554 in industrial employment in the south was 
“disappointingly small” (Smith, 1981) and state firms accounted only for 25 
percent (see Table 6.4). The spatial concentration of large firms, mainly state-
owned, in selected growth areas did not promote the development of local private 
industries. Some authors called the southward migration of big plants 
‘industrialisation without development’ and ‘cathedrals in the desert’ (Saraceno, 
1980), disconnected from the local economic environment and lacking the input-
output linkages with other local concerns that typify a modern industrial complex 
(Smith, 1981). However, the situation was not the same all over the Mezzogiorno. 
A minority of regions and provinces (around 25%) were able to start a 
development process (i.e. clusters of locally-owned firms developed, both in 
manufacturing and tourism) (Helg et al., 2000).  
There is no doubt that the policy of regional incentives has attracted a good deal of 
industry to the Mezzogiorno in 1950-1980s. Per capita income was 45 percent 
lower than in centre-north in 1950, while in 1974 it was 40 percent lower. In 1952-
1973 GDP per capita in the Mezzogiorno increased 4.6 percent yearly on average. 
In 1974-1998 the growth rate fell to 1.6 percent while at the end of the 1990s the 
gap between North and South came back to the levels of the period after WWII 
(SVIMEZ, 2000). However, it is also clear that the southern model of 
industrialisation was a ‘dependent’ model, many of the plants that relocated 
belonged to the state-owned giants IRI and ENI which were obliged by law to 
move south (King, 1985). The kind of industry which has emerged in the South 
was capital intensive because it was strongly conditioned by the nature of the 
incentives based on capital criteria not on labour or value-added or other measures. 
These industries did not generate substantial multiplier effects (Smith, 1981).  
 
6.2.2 Regional policy measures and firm relocation in 1990-2000s 

 
Policy measures and policy coverage  

 
After having been unsuccessful for a long period, the Special Aid Policy was 
definitively abolished in 1992 and the whole set of policy instruments for regional 
development in the south was re-designed. The policy interventions’ responsibility 
was assigned to the ordinary administrations rather than to ad hoc instruments and 
authorities such as the Cassa per il Mezzogiorno. There was a change from an 
extraordinary institutional model to an ordinary one, labelled Ordinary 
Intervention.10 The shift from the Special Aid Policy, based on the traditional 
principles, to the Ordinary Intervention, founded on the contemporary principles, 
was based on the idea that both the state and the European Union should restrain as 
much as possible from attempting to artificially divert, by means of financial 
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incentives and subsidies, firms’ investments towards less advanced areas. 
Incentives can temporarily compensate return differentials between areas; but the 
Italian new territorial policy envisages that they should be reduced to a minimum 
(Viesti and Prota, 2004). As MEF-DPS11 (2003) states, “incentives and subsidies 
provide inevitable transitional compensation, as long as they are both limited and 
targeted”.  
Rather than being directed at specific industrial or services sectors, the new policy 
aimed at promoting territorial resources, agglomerations and networks (OECD 
2001) and covered not only the Mezzogiorno but also other ‘depressed areas’12 of 
the country. The Ministry of the Treasury (now Ministry of Economics and 
Finance) was entrusted with orientation, co-ordination, promotion and diffusion of 
methods for territorial competitiveness policies, for which an internal Department 
for Development and Cohesion Policy (DPS) was created. The DPS was active in 
European regional policy and capital spending in depressed areas, providing 
guidelines and rules, diagnostic monitoring and technical assistance. The various 
bodies previously linked to extraordinary intervention were restructured and 
merged, in the course of 1999, into the Sviluppo Italia (literally, “development 
Italy”) Agency (Viesti and Capriati, 2003). Sviluppo Italia operates under the 
Ministry of Treasury, Budget and Economic Planning and brings together a number 
of existing agencies and promotional bodies. Its goal is to promote the 
development of the Italian productive system, develop integrated projects which 
create jobs and improve the planning capabilities of central and local governments. 
Moreover, an increased emphasis was placed on the regional level, partly because 
of the 1997 Bassanini Law which aimed to reform the Italian public administration 
by reserving only certain functions to the central administration and transferring 
the remainder to regional and local government, but also because of the perceived 
success of a number of regional-level economic development ‘agreements’ (Yuill 
and Wishlade, 2001). 
The new policy focused on the following measures:  

• an automatic system of incentives to firms (Law 488 and tax credit), which 
could reduce the extent of subsidisation by creating competition among 
firms;  

• new partnership-based instruments (in the field of local development 
“Programmazione Negoziata”) encouraging local authorities to co-operate 
among themselves and with private agents and firms to design integrated 
territorial projects. The Negotiated Plans were based upon three measures: 
Territorial Pact, Program Contract and Area Contract.  

Long-distance relocation to the south in the 1990s-2000s, both by centre-northern 
and foreign firms, has been promoted by Law 488, Program Contracts and Area 
Contracts. Data on new investments subsidised by these three policy measures are 
presented in the following sections, with a particular focus on the Area Contract.   
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Policy measures and firm migration  

 
Inducements to industry in the Mezzogiorno were virtually non-operational in the 
1992-1996 period and were substituted by a new scheme, Law 488, which came 
into effect in 1996. Law 488 became the main cost reduction intervention, through 
incentives, in favour of new investments in the Mezzogiorno after the termination 
of the Extraordinary Intervention.  
In 1996-2002, Law 488 financed 30,469 investment projects in Italy (Table 6.6) 
with public funds at a cost of € 14.7 billion (of which € 6 billion came from 
Structural Funds); total investment amounted to € 56.1 billion, 432,000 jobs were 
created. Sixty-seven percent of all projects were in the Mezzogiorno (the others in 
areas of centre-north which are eligible for state aid as defined by article 87.3.c of 
the EU Treaty13); they received 88% of public funds, determined 69.5% of total 
investment and 75% of employment created (Viesti and Capriati, 2003).  

 
Table 6.4: Law 488/1992 

Law 488/1992 is assigned to the Ministry for Productive Activities and operates in all depressed areas 
of the country, both in the southern regions (areas under Objective 1) and in the centre-north. Law 
488 is characterised by a semi-automatic selection scheme in order to accelerate the process of bank 
processing and ministerial evaluation so that firms can obtain immediate financing for new 
investment in eligible areas.14  
The scheme is administrated on a competitive basis in the sense that applicants are submitted to an 
annual deadline and assisted in order of merit until the funds for that tranche of applications are 
exhausted. The ranking of a project in the application process is determined with respect to a “score” 
based on five evaluation criteria: (i) the proportion of own funds invested in the project in relation to 
the total investment; (ii) the number of jobs created in relation to investment; (iii) the value of 
assistance sought as a proportion of the maximum rate applicable in the region; (iv) regional priorities 
regarding project type and sector; (v) an indicator related to the environmental impact of the project. 
This incentive scheme is targeted at firms, independent of their size, operating in the industry, 
services or tourism sectors. There are six areas and they are: Industry, Tourism, Commerce, 
Handicraft, Environment15 and Smaller Islands.16 The Ministry operates an ex-ante distribution of 
financial resources among regions.17  
 

Table 6.5: Investment projects subsidised by Law 488/92 in the period 1996-2002 

 Italy South 
Number of investment projects financed 30,469 20,406 
Public funds (€ bn) 16.7 14. 
Total investment (€ bn) 56.1 39.0 
Employment 432,000 324,000 
Source: Elaboration by Viesti and Capriati (2003) on data by MEF – DPS (2003) 
 
Table 6.6 only presents the approved proposals for investing in industrial activities 
(“Industry” area) in the Mezzogiorno from 1996 to the beginning of 200218 (see 
SVIMEZ, 2002 and Mariotti and Prezioso, 2002). Investments by centre-northern 
firms cover 5% (849) of the total. However, this number is partially understimated 
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because, mainly for fiscal reasons, centre-northern companies sometimes prefer to 
establish a new firm in the south rather than open a branch (see Chiri et al. 1998).  
 
Table 6.6: Industrial investment projects in the Mezzogiorno by Centre-Northern firms - Law 488/92 
(from 1996 to the beginning of 2002) 

 N. 
applications 

Investments
(€ billion) 

Subsidies
(€ billion)

Increase 
in 

employment 
(expected) 

Investment 
for 

employee 
(expected)
(x € 1,000)

Reduction for 
employee 
(expected) 
(x € 1,000) 

Total firms 16,627 32.6 13.0 269,361   
From C-N  849 8.9 2.8 32.541 273.50 86 
Type of 
investment  

      

New plant  421 3.5 1.4 24.559 143 57 
Expansion 221 2.9 0.8 7.507 386 107 
Renovation  174 1.9 0.5 317 5.994 1.577 
Source: Bianchi and Mariotti (2003) - elaboration on SVIMEZ (2002) - data from IPI and Ministero 
dell’Industria  

Figure 6.1: Manufacturing Initiatives in the Mezzogiorno subsidised by Law 488 (1996-2002) 

500

100
250

50
5

investments

 

Source: Mariotti and Prezioso (2002) - elaboration of IPI data -Ministero delle Attività Produttive 

Centre-northern investors are mainly large firms; they cover 68% of total 
investments. About 50% of the 849 approved proposals concern new plants, while 
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expansion and renovation projects are one-fourth and one-third of the total, 
respectively. Over 70% of investments belong to firms from Lombardy, Lazio and 
Piedmont (Table 6.7 in Appendix 2). In particular, Lombardy, the region that 
profited most from the Law 488 incentives, accounts for 32.3% of total investment 
and 42% of subsidies. By contrast, the number of north-eastern investors in the 
Mezzogiorno is negligible. This can be explained both by their attitude to 
relocating to South East Europe for cost advantages and geographical proximity, 
and by their negative ‘perception’ of the southern areas (see Bianchi and Mariotti, 
2003; AA.VV., 2002). The majority of manufacturing initiatives is concentrated in 
four southern regions: Campania received over one-fourth (236), and together with 
Sicily (143), Puglia (124) and Sardinia (117) the four regions together account for 
three-quarters of projects. Campania is the traditional receiver region of ‘external’ 
investments, which are located in the Napoli-Caserta axis. Nevertheless, it is 
important to emphasise that the geographical distribution of investments is 
influenced by the amount of incentives in the south that varies in the areas and over 
the years.  
The sectors of the southern industries that gained, in absolute value, most of the 
incentives are telecommunications and the automobile industry (see Viesti, 2002a). 
On the other hand, in terms of approved proposals, investments by centre-north 
firms mainly focused on the manufacture of electric appliances, food industry, and 
the manufacture of coke and transport equipment (Table 6.8 in Appendix 2). 
According to the Pavitt (1984) classification, about 74% of all projects are 
concentrated in ‘scale-intensive’ sectors (44.5%) and ‘traditional’ sectors (29.2%); 
the rest concern high-tech and specialised sectors. At the geographical level, high-
technology activities are concentrated in the three largest regions: Campania, Sicily 
and Sardinia. Campania is a stronghold for ICT investments, hardware as well as 
software, a tendency that is confirmed by recent analysis on foreign initiatives in 
the region (see Viesti, 2002a). In the region of Sicily, high-tech investments are 
located in the capital city Catania where the so-called “Etna Valley” is located. 
Etna Valley houses a cluster of firms in electronics and chemicals and 
pharmaceutical industries, which originally grew around a multinational company 
ST-Microelectronics.19 Sardinia attracts ICT investments to capital city Cagliari 
where a cluster of high-tech firms is located. Specialised sectors are less 
concentrated, and they are spread all over Puglia, Calabria, Sicily and Sardinia.  
In brief, it can be stated that the number of firms from the centre-north that 
invested in the Mezzogiorno is rather small when compared to the total (5%). They 
are medium and large companies operating in the ‘traditional southern’ sectors that 
received subsidies to expand, sometimes differentiate, their production capacity 
(50% opened new plants). The so-called ‘traditional southern’ sectors correspond 
to the traditional and scale-intensive sectors in the Pavitt classification. This 
reflects the weakness of the Southern areas due to the north-south dualism. 
Besides, the concentration of investments in the ‘traditional’ sectors on the one 
hand reinforces the specialisation of southern areas, but on the other hand it does 
not induce a diversification of the production basis. 



98  

In 2001 an investment tax credit was introduced, to be utilised in the Mezzogiorno 
and the centre-north eligible areas. Recourse to the tool of investment tax credits 
aimed to make up for the negative profitability differential of investments in 
Southern Italy. Over € 2.2 billion were paid out in the 2001-2002 period through 
tax compensation (Viesti and Capriati, 2003). Tax credits were subjected to 
application-related changes with a view to guaranteeing the financial commitment 
accompanying this tool and ensuring that enterprises used the funds within 
specified time periods. Tax credits, however, have been suspended and 
reformulated in 2002, due to the lack of financial resources (MEF-DPS 2003). So 
the more recent period (2002-3) has been characterised by a growing uncertainty 
over the effectiveness of policy measures (Trigilia and Viesti 2002). 

 
Table 6.9: The measures of the Negotiated Plans  

The Program Contract (Contratto di Programma) was adopted by the Italian government in the 
1980s and it was incorporated in the new policy. With Program Contracts, the central administration 
promotes the implementation of large-scale industrial development projects in lagging areas in the 
Mezzogiorno or, since 1992, in some target areas in the centre-north (law 64/1986). The Program 
Contract, stipulated autonomously (e.g. at the request of the parties concerned) or in the execution 
of a programme agreement or understanding, is meant specifically for large companies, either 
national or foreign, or consortia of SMEs (and the representatives of industrial districts). This policy 
instrument is employed for the realisation of industrial investments together with research activities, 
both R&D centres and projects and training of personnel, whether for newly created or pre-existent 
jobs. 
The Area Contract (Contratto d’Area) is a policy tool for the implementation of new business 
initiatives and the creation of new jobs in industry, agro-industry, services and tourism, in 
designated territories facing employment crisis (Law 662/96). It can be defined as an operative 
instrument agreed by the national and local governments, businesses organisations and unions, as 
well as local actors and other parties concerned, for the realisation of measures oriented to speed up 
the development and the creation of new employment in designated territories, facing employment 
crisis. A series of agreements characterize this instrument. These include: an agreement between 
social partners on labour flexibility and wage moderation; agreements among public institutions to 
simplify and speed up procedures; agreements with the banking system for access to credit; and 
legal protocols for improved public order conditions in the territory.  The government guarantees 
financial incentives to companies in response to agreements made. 
The Territorial Pact (Patto Territoriale) is specifically designed to promote trust in the territory 
and to stimulate and co-ordinate investment by private enterprises and local administrations. This 
instrument aims at territorial development from the bottom up, by means of infrastructure 
investments combined with incentives for companies that undertake integrated projects in the fields 
of industry, agro-industry, services and tourism.   

 
In the same period of Law 488/92, a promotion policy called ‘Negotiated Plans’ 
(Act 662/96) was presented. It aims at promoting the local context, modifying the 
relational system among actors (public and private), encouraging co-operation, 
collaboration and trust, stimulating the joint production of public goods and 
encourages direct investments from outside the area (Viesti and Capriati, 2003). 
The development process fostered by the promotion policy focuses on a “bottom-
up” approach (De Vivo, 2000) and it is based upon three measures: Territorial Pact, 
Program Contract and Area Contract. Although each one has been thought up to 
answer different requirements, the common feature is the exchange between the 
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government and the other subjects or actors: in return the government “gains” (or 
hopes to) local development (growth, employment, training, investments, technical 
progress) from different actors (companies, local institutions, consortia of small 
companies, representatives of industrial districts) who pursue their own objectives 
which are considered potentially convergent with those of the national government 
(see, among others, Del Monte, 1998; Giunta and Florio, 2002) (Table 6.10 a, b). 
As stated earlier, among the measures of the Negotiated Plans, those subsidising 
‘external’ investments in the south are the Program Contracts and the Area 
Contract.  
The Program Contract is an ‘old fashioned’ tool. It was adopted by the Italian 
Government in 1986 during the Extraordinary intervention but its philosophy and 
characteristics did not change when the Extraordinary intervention was abolished 
and the Negotiated Planning regulations came into act (Giunta and Florio, 2002). 
The beneficiaries20 of Program Contracts (from now on PC), which have been 
approved in 1986-2001, are mainly large Italian companies, most of them private 
and originating from the centre-north (i.e. Barilla, Fiat, Olivetti and Piaggio), 
followed by multinational companies (Bull, IBM, Snia, Getrag, Texas Instruments, 
Bosh, Ericson ) or joint ventures (as in the case of the Italian-French partnership 
SGS-Thomson, now STMicroelectronics). Both Italian and foreign firms tend to 
locate in areas where there are agglomerations, and clusters and where 
multinational companies still operate (Basile, 2001).  
A few contracts involve consortia of local SMEs and one of them (ACM) mainly 
concerns northern firms21 (80% from Piedmont, 20% from Lombardy) which had 
pre-existing supplier relationships with FIAT in Melfi (in Basilicata).22 Besides, 
two contracts involve former state-owned companies (Eni and IRI).  

 
Tables 6.10 (a) and (b): Program Contracts approved between 1986 and 2001 by centre-northern and 
foreign firms 

a) Origin 
Origin No. Program 

Contracts 
Investments 
(€ million) 

State 
contribution 

(€ million) 

New jobs 
(projected) 

Centre-north  23 8,525.4 3,635.4 21,979 
Foreign  13 1,934.1 1,022.1 6,872 
Total  36 10,459.5 4,657.5 28,851 

 
b) Destination 
 Multi- 

regional 
Calabria Sardinia Campania Puglia Basilicata Sicily 

Program 
contracts 

15 2 4 7 5 1 2 

Investments  
(€ million) 

7,828.2 117.3 757 450 800 160 340 

State 
contribution  
(€ million) 

3,532.6 41.5 288.4 130 400 50 190 

New jobs  20,060 517 878 1,395 2,600 1,686 1,715 
Source: Elaboration on SVIMEZ (2002) 
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Tables 6.10(a) and 6.11(b) show that from 1986 to 2001, 23 centre-northern firms 
have signed PCs which created 21,979 new jobs against 13 foreign firms with 6872 
jobs. Total investment costs were estimated at € 10,459.4 million of which 44.5% 
was covered by public finance.23 Most of the investment was for fixed capital but 
some contracts covered also R&D and personnel training expenditures (Florio and 
Valsecchi, 1998). About 41% of the new investments concern more than one 
southern region; 19% are located in Campania and 14% in Puglia. The industrial 
sectors involved are: automobile and automobile components, advanced 
microelectronics and chemicals, information science and technology, tourist sector 
and agro-industry. There are also, although to a much smaller extent, investments 
in light industry such as furniture, shoes, jewellery and tourism.  
 
6.2.3 A focus on the Area Contract  

 
The Area Contract (from now on AC) profoundly differs from Law 488 and the 
Program Contract, because of its bottom up approach. It does not only provide 
incentives to new establishments and infrastructures but it promotes agreements 
(concertazione) between public and private, local and external actors to create 
suitable conditions for the location of SMEs in areas facing employment crisis 
(‘crisis areas’). Financial grants may cover – or exceed in some cases – up to 65% 
of real investments. These are: (1) ‘automatic’ incentives and/or incentives 
disbursed in the form of a ‘tax bonus’ which the beneficiary company may use to 
pay revenues on fiscal account; and (2) incentives offered by Law 488. Labour 
incentives, resulting from the agreement among social bodies (trade unions and 
trade associations), contribute to reintegrate the expelled labour force into the 
production context. Moreover, grants for workforce training as well as for the 
promotion and development of young entrepreneurs are available. Finally, there are 
fiscal grants for SMEs that employ workers in Objective 1 areas (ex art.4, Law 
449/97). The AC-granted sectors are: industry, agro-industry, production of 
thermal energy or electricity using biomass, services and tourism. They are 
supposed to play an important role in stimulating the patrimony of the area and the 
region as a whole. Besides, the promotion of SMEs in the southern areas was seen 
as a way to facilitate the creation of clusters resembling the industrial districts of 
the Third Italy.  
The AC agreement is signed by trade unions, trade associations, regional and local 
authorities, firms that have formulated the investment project, local development 
agencies and the Responsabile Unico24 (area development manager). The AC 
requires, by law, an intermediary party that should have the requisites to start 
global subventions from the side of the EU.25 The goal of this party, represented by 
a local development agency (public-private company) or by a public authority, is to 
promote the socio-economic development of the areas, by means of (i) assisting 
investors in the location process; (ii) putting the global subventions into operation; 
(iii) keeping a record of expenses of the financial resources belonging to the AC; 
(iv) monitoring the approved initiatives; (v) writing periodic reports on the 
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implementation of the AC; (vi) verifying the environmental conformity of the 
interventions; (vii) propagating the results of the policy measures both at local and 
central levels; (viii) reassigning the financial resources resulting from project 
renunciations and revocation (Gastaldi et al., 2003). 
The area development manager is responsible for coordinating all the actors 
involved in the contract and to prevent delays in the realisation. Trade unions and 
the national trade association (Confindustria) negotiate the cost of labour; local 
development agency assists the area development manager during the process; 
trade associations from the areas of origin and destination of investments twin to 
assist firms in the relocation process; and safety is guaranteed in the areas.  
 
Figure 6.2: Geographical distribution of Contratti d’area and Protocolli aggiuntivi 
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The AC is an innovative tool because it initiates dialogue among local actors and 
helps them work together for a common goal i.e. to promote socio-economic 
development of the areas. Besides, it favours ‘exogenous’ small and medium-size 
investments as well as ‘endogenous’ business initiatives. In order to stimulate 
Italian firms from the centre-north, to look at investments opportunities abroad, and 
to take into consideration the location advantages offered in the areas of the 
Mezzogiorno, two agreements (gemellaggio, literally “twinning”) between 
entrepreneurial associations in the north and south have been signed. The first and 
most successful is the agreement between the Entrepreneurial Association of 
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Capitanata (province of Foggia, where the municipally of Manfredonia is located) 
in the Puglia region, with respective entrepreneurial associations in Treviso and 
Vicenza, in the North East. The second is the gemellaggio between the trade 
association of Crotone (AC of Crotone) in the Calabria region, and Assolombarda 
(Lombardy region) that did not show the same positive results (see Bianchi and 
Mariotti, 2002; 2003) (see section 7.2).  
According to the most recent monitoring of the AC policy measure26, in the period 
March 1998- December 2003, 18 ACs and 14 Protocolli Aggiuntivi (additional 
protocols to the contracts) have been signed. Of those, 15 are located in the 
Mezzogiorno and 3 in the centre-north (La Spezia, in Liguria; Montalto di Castro 
in Lazio; Terni Narni Spoleto in Umbria) (Figure 6.2). Seventeen ACs have been 
financed by public funds while the AC of Montalto di Castro is privately-financed. 
The first ACs and Protocolli Aggiuntivi have been signed in 1998, while the most 
recent was established in 2003. The most recent projects are going to be completed 
in the years 2004-2005 because the time needed to construct buildings and basic 
infrastructure varies from 12 to 36 months. 
As presented in Table 6.11, the specific goal of ten ACs is the regeneration of large 
vacant industrial sites, previously occupied by state-owned enterprises which had 
been induced to open new plants in the Mezzogiorno during the Intervento 
Straordinario, as explained in section 6.2.1. 

 
Table 6.11: Area Contracts concerning de-industrialised areas where State-owned enterprises were 
located  

State-owned firms  Area contract areas 
ENI Crotone, Manfredonia, Ottana, Sulcis-Iglesiente, Sassari Alghero Porto 

Torres, Gela  
IRI Torrese Stabiese, Terni Narni Spoleto  
Private firms  Area contract areas 
Pirelli  Airola, Villafranca Tirrena (Messina)  

Source: Dipartimento per lo Sviluppo delle Economie Territoriali – SVIMEZ (2004) 
 

Table 6.12: Investment projects subsidised by the Area Contract and Protocolli aggiuntivi (at 31-12-
2003)  

Macro areas Business initiatives  Public resources  No. of forecasted jobs  
 No. € million  € million  No. 

South  524 2,594.6 2,038.1 15,595 
Centre-North*  53 175.0 64.2 1,631 
Total  577 2,769.6 2,100.5 17,226 
Source: SVIMEZ (2004) 
 

At the time of subscription, the eligible projects comprised 652 business initiatives 
and 24 infrastructural investments. The business initiatives accounted for an 
investment amount of € 3,293 million. Government subsidy’s share for business 
investments was of € 2,100 million (about 64% of total) and the projected number 
of jobs was 21,117. The analysis of investment per job created shows that a much 
larger amount of public investments has been directed to the southern ACs.  
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Tables 6.12 presents the most recent monitoring of ACs’. About 12% of the 
eligible projects have been revoked or abandoned. The new number of business 
initiatives is 577, of which 524 are located in the south and 53 in the centre-north. 
They total € 2,769 million of investment, of which € 2,100 million concern public 
resources (about 76%). The number of forecasted jobs is 17,226. 
Business projects in the centre-north account for a smaller amount of invested 
money in comparison with the southern initiatives (about € 3.3 million for each 
project in the centre-north and about € 5 million in the south). This difference is 
confirmed and even more accentuated if we look at the public resources granted: 
grants of about € 4 million were made with public funds for each project in the 
south, while centre-northern projects receive € 1.2 each.  
As far as the sector is concerned, business initiatives in the manufacturing sector 
account for 81.3% of all projects and 78.9% of the total investment amount, while 
services account for 17.0% and 15.2%, respectively. The investments in the 
manufacturing industry are highly diversified. Metallurgy has captured the majority 
of the projects (13.6%) and is followed by  the category ‘services’, which registers 
10.3% of all initiatives. Food industry is in the third position with 10.1% of 
initiatives. In terms of investment amount, ‘manufacture of other non-metallic 
mineral products’ records 12.8% and is followed by metallurgy (11.9%) and hotels 
and restaurants (10.6%). 
Several ACs show a concentration in specific sectors. In Airola, three projects out 
of five are in the textile industry and account for 91% of total investments in the 
area; La Spezia accommodates seven initiatives, out of eight, in the services sector 
that registers 98% of total investment; five out of 14 projects in Torrese Stabiese 
belong to hotels and the tourist sector, and makes up 83.3% of total investment; 
finally in Gioia Tauro, Sulcis Iglesiente and Avellino there is an investment 
concentration in metallurgy (47.8%, 43.4% and 35.4%, respectively). 
The food industry, which is of scarce importance in terms of total investment 
value, is concentrated in Gela (19.2% of the total number of projects and 28.9% of 
all investments) and Messina (about 26% for the number of projects and the 
investment amount). Services, besides being located in La Spezia (87.5% of total 
number and 98% of investments), are in Sassari Alghero Porto Torres (29.8 of the 
total number and 25.3% of investments), Torrese Stabiese (57.1% of all projects 
and 87.4% of investments), Molise Interno (27% and 4.5% respectively) and Terni 
Narni Spoleto (29.8% and 4% respectively). 
Investments in the electronic sector are concentrated in the following three areas, 
as for the number of projects and investments: Potenza (19.6% of total investment 
and 17.4% of projects), Sassari Alghero Porto Torres (18.5% of investment and 
16.2% of projects) and Manfredonia (3.9% of investments and 10.8% of projects). 
The last consideration regards the projects’ origin.  
As concerns investment origin, at the end of 2002, 12 southern areas 
accommodated ‘external’ eligible investments (Table 6.13). Of those, 100% of the 
investments located in Airola, 60% of the initiatives settled in Manfredonia,             
about 50% of those located in Ottana and Potenza, come from the centre-north. In 
particular, the textile plants located in Airola come from the province of Bergamo 
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in Lombardy, while the ‘external’ investments in Manfredonia originated from the 
Veneto region (provinces of Vicenza and Treviso). In Manfredonia, the 
gemellaggio between the entrepreneurs’ associations in the north and in the south 
promoted the attraction of northern investments in the area. On the other hand, 
other ACs (i.e. Agrigento, Messina, Gela and Gioia Tauro) mainly subsidise 
indigenous initiatives, as will be emphasised in section 7.2.1 where a detailed 
analysis of a sample of 254 investments in the southern ACs is presented. 
 
Table 6.13: Origin of the AC-granted investments  

 Investment origin (%) 

Area contract  Centre-North (a) Local (b) n.a. (c) 
Agrigento - 100 (d) - 
Airola 100 - - 
Avellino 20 (e) 83 - 
Crotone 30 70 - 
Gela  - 100 - 
Gioia Tauro  - 100 - 
Manfredonia  60 40 - 
Messina 8 92 - 
Molise Interno  2 61 37 
Ottana 47 53 - 
Potenza 48 52 - 
Salerno 10 90 - 
Sassari-Alghero-Porto Torres 18 82 - 
Sulcis-Iglesiente 28 72 - 
Torrese-Stabiese 43 57 - 
(a) Initiatives originating from the Centre-North. These can either be branches of centre-northern firms or new 
firms. 
(b) Initiatives originating from the local area or southern areas. 
(c) Not available. 
(d) About 8.3% of the initiatives concerns minority share holdings of centre-northern and/or foreign firms. 
(e) Share holding of foreign firm. 
Source: SVIMEZ (2003) 
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6.3 The Netherlands  
 
The Netherlands, like many other countries, is characterised by a certain regional 
variation in the nature and intensity of economic development. Since the Second 
World War an increasing number of efforts have been undertaken by the Dutch 
government to solve problems of the regions in question. The character of the 
regional problem in the Netherlands changed over time but the main policy goal 
has always been to help underdeveloped areas to catch up with the western core of 
the country (the so-called Randstad) (Figure 6.3).  
Since the start of Dutch regional policy in 1951, two types of regional problems 
have dominated the discussion: regional unemployment problems in a variable 
number of peripheral areas and congestion problems in the big urban 
agglomeration in the western core of the country, the so-called Randstad 
(Oosterhaven, 1996).  
 

Figure 6.3: Area coverage of studies on the volume and type of movement, 1950-1980 
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Legend:  
The Randstad (encompassing the three western provinces, North Holland, South Holland and Utrecht); the 
periphery (mainly the north of the country and South Limburg). 
The intermediate zone (defined in line with the Dutch spatial planning practice). 
Source: Molle (1983)  
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The peripheral areas of the Netherlands are: the under-industrialised rural areas, 
especially in the north of the country, but also in Zeeland in the south-west, and the 
industrial areas in need of rejuvenation, the prime example being South Limburg 
(Boersma, 1980). Since the post-war period, the main policy tools adopted to 
stimulate investment in such problem regions consisted of investment premiums (in 
various forms) and infrastructure programmes (of various arrangements). The first 
is a more direct way of stimulating firm locations, by offering a concrete financial 
compensation to a firm locating in a development region, while the second is an 
indirect measure (such as infrastructural investments) which may tempt 
entrepreneurs to locate in an area they formerly ignored as a location alternative 
(Oosterhaven, 1996).27  
The correction of regional unemployment differences in the Netherlands was not 
the only argument for conducting a regional policy. In the 1950s, the growing 
awareness that the western part of the country was reaching its limits in terms of 
people, firms, infrastructure and traffic increased the impetus to transfer part of the 
economic activities from the west of the country to the relatively ‘empty’ areas of 
the north (Van Dijk and Pellenbarg, 1996). In the first half of the 1970s the so-
called ‘spreading policy’ was set up. It included two direct and restrictive 
measures: the relocation of government offices out from the Randstad and the 
disincentive policy measure SIR. In the course of time, however, the northern part 
of the country (notably the provinces of Groningen and Friesland) retained a long 
tradition of high unemployment, resulting from below-average growth of industry 
and services or from difficulties in restructuring (Van Dijk and Pellenbarg, 1996).  
This section is divided into three main parts. The first and the second refer to the 
periods 1945-1980s and 1990-2000s, respectively. Each part starts with a short 
description of the regional problem itself, to better understand the regional 
inequalities in the Netherlands that were and still are the object of regional policy 
measures. Regional policy is presented with a specific focus on the measures 
promoting firm relocation towards the depressed areas. Then an overview of firm 
migration studies in the period of analysis is presented. The third part of this 
section is dedicated to the analysis of the Investment Premium Regulation (IPR) 
policy tool over the decade 1993-2003.  

 
6.3.1 Regional policy measures and firm relocation in 1945-1980s 

 
Policy measures and policy coverage  

 
As in many other countries, the first regional policy measures undertaken in the 
Netherlands were very much infrastructure-based. Over the years, however, the 
infrastructure policies have been complemented by other policy instruments. The 
most important of these have been financial incentives to firms locating in 
development nuclei within the designated problem regions. Such incentives were 
first introduced in 1953 and, despite a number of changes in subsequent years, they 
have always remained a major part of the package. These aids will be discussed 
here, with reference to the regional policy coverage.  
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In the immediate post-war period, the focus of the regional economic policy was on 
areas facing high rates of structural unemployment. For example, in South-East 
Drenthe, one of the worst-affected areas in the country, the unemployment rate in 
1950 was 15.5 per cent, while the average rate for the Netherlands as a whole was 
less than one-sixth that level. Where the problem could not be solved by out-
migrating and where there seemed to be at least potential for cost-effective 
industrial development, then such areas were designated as Development Areas. By 
1951 nine Development Areas28, in the thinly populated northern and southern 
parts of the country, had been classified and remained in force until 1959 
(Boersma, 1980; Oosterhaven, 1996; Atzema and Wever, 1994; see Figure 6.4). In 
these areas, 40 industrial nuclei were designated in order to stimulate development. 
In the first period of regional policy, the number of new jobs grew considerably in 
the Development Areas and the new workers were mainly employed in large firms, 
like Philips. Besides the principle “work to the workers”, promoted by government 
incentives, “workers to the work” also followed. Unemployed people were 
subsidized to migrate from the areas with higher unemployment (Oosterhaven, 
1996).  
In the mid-1950s and into the 1960s the problem of structural unemployment in 
particular areas of the country continued, largely as a consequence of agricultural 
rundown and shortage of alternative jobs. Between 1950 and 1970 over 250,000 
jobs were lost within agriculture. In the second decade of the 1960s further minor 
extensions of the designated problem areas were made and the areas were renamed 
Stimulation Areas. Moreover, South Limburg, Twente, Tilburg, East Brabant and 
North Brabant were labelled Reconversion Areas because of the different nature of 
their problems. When the decision was taken to rely on other energy sources (and, 
above all, on natural gas) rather than on coal mining, the potential impact on the 
coal mining region of South Limburg, with its few alternative employment 
opportunities, was severe. Accordingly, the area was designated a Reconversion 
Area in 1966 and attempts were made to attract industry into it. Tilburg, Twente, 
East Brabant and North Brabant, heavily reliant on a struggling textiles industry, 
were designated Reconversion Areas in 1968 (Boersma, 1980). As presented in 
Figure 6.5, by the late 1960s and early 1970s, large areas of the country were either 
Stimulation Areas or Reconversion Areas, and as such were in receipt of regional 
assistance.  
As stated earlier, incentives were first introduced in 1953. These awarded grants of 
25 per cent of the construction costs of industrial buildings, but only up to a 
maximum of NLG 25 per square metre of floor space. In addition, the new 
establishment had to create 10 new jobs and at least one worker had to be 
employed for every 50 square metres of floorspace. Levels of award were even 
more linked to floor space by changes made in 1959 and in 1965.29 In 1967 a new 
type of incentive was introduced into the incentive system aiming ‘particularly to 
increase its appeal to the technologically advanced, capital-intensive industries 
that appeared to the Dutch (authorities) … to have the power to attract ancillary 
enterprises to a lagging region’ (Boersma, 1980). The new measure was the 
investment premium (Investerings Premie Regeling - IPR). It subsidised not just 
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building costs but the total investment sum, with a premium which has gone up and 
down in the course of time, averaging some 25 percent of the total investment sum 
(Van Dijk and Pellenbarg, 1996). It was totally unrelated to the floor space and 
carried with it no requirement to create jobs. Initially it was seen as an alternative 
to the incentives described above but later it replaced them. 
In 1972, major structural changes in the regional socio-economic policy were 
implemented; comprehensive plans were drawn up for various development 
regions, integrating physical and socio-economic planning. The designated area 
coverage was cut back dramatically to include only the Northern Development 
Area (i.e. the provinces of Groningen, Friesland, Drenthe and small parts of 
Overijssel) and the Reconversion Area of South Limburg (Figure 6.6). For these 
regions Integrated Structure Plans (ISPs) were to be developed, which not only 
concentrated on economic aspects but also contained spatial- and social-cultural 
aspects. The ISP programme took the form of five-year plans and over time 
different action targets and project forms have been chosen.  
Although the congested west of the Netherlands, and in particular the Randstad, 
had become a problem area30 since the 1950s31, it was not before the first half of 
the 1970s that the ‘spreading policy’ was effectively implemented, which included 
direct and restrictive policy measures, namely: the relocation of government offices 
and Selective Investment Regulation (SIR). The first measure, similar to the 
growth pole strategy, led to the relocation of 16,000 jobs to three cities in the 
Northern Netherlands and one city in Southern Limburg (Oosterhaven, 1996). The 
disincentive policy instrument (SIR) was based on financial levies on investment in 
the congested areas and special permits from the Ministry of Economic Affairs 
(Klaassen and Molle, 1980; Boersma, 1980) (Figure 6.6). However, the growing 
opposition from the western part of the country together with a worsening 
economic climate in the Netherlands delayed the introduction of the measure and 
changed its character (see Boersma, 1980, for a detailed description). Besides, in 
the mid-1970s, the investment premiums were further strengthened by means of the 
national Investment Account Law (WIR), which contained special regional 
allowances for high unemployment areas (Oosterhaven, 1996). 
In the 1950s unemployed workers were subsidised to migrate from the depressed 
east to the prosperous west. By the middle of the 1960s they were aided only to 
migrate to so-called development nuclei within the problem areas, while managers 
in the Randstad were subsidised to move with their firms to the problem regions 
(Sundquist, 1975). However, there was not massive shift from the Randstad to the 
depressed areas. Entrepreneurs just tended to migrate towards the borders of the 
core areas (Atzema and Wever, 1999). 
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Figure 6.4: Policy coverage in 1952-1958  

 
Source: Atzema and Wever (1994)  

 
Figure 6.5: Policy coverage in 1969-1972  

 
Source: Atzema and Wever (1994)  
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Figure 6.6: Policy coverage in 1978-1981  

 
Source: Atzema and Wever (1994)  

 
Fig. 6.7: Policy coverage in 1982-1985  

 
 
Source: Atzema and Wever (1994) 
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In the early 1980s, ideas about regional policy changed again. The government’s 
1985 Memorandum on regional economic policy officially abandoned the 
‘spreading policy’ (Minez, 1985). Already since the mid-1970s there had been a 
growing criticism of this policy due to the sharp increase in unemployment in all 
(not only the assisted) regions of the Netherlands. The accent was on the economic 
argument again, as it was in the 1950s, but now basically applying to all regions of 
the country, instead of only a few. More emphasis was to be placed on achieving 
the optimal use of the potential of each region to boost the national economy as a 
whole (Oosterhaven, 1996). The combined SIR and WIR schemes were abolished 
because they were considered impractical and too complex; only the IPR remained 
as an investment premium and it could be applied to several areas, each one with a 
specific grant level. The 1985 Memorandum emphasised that the regional 
development policy was considered only necessary for the four big cities 
(Amsterdam, Rotterdam, The Hague, Utrecht) and the programme for improving 
locational conditions dropped in 1987. This suggests that in the 1980s, the regional 
development policy had hardly any material importance (Oosterhaven, 1996). 
In the 1980s, severe budget problems of the national government caused a 
contraction of policy coverage as well as of premium levels. As Figure 6.7 shows, 
premium levels designed for the northern areas and the south were higher in the 
north-east. On the other hand, in the core area the focus was on suburbanisation 
through the creation of growth centres. Another important change that 
characterised the 1980s concerned the decentralisation of power from central to 
local government. Money was transferred from the national budget to the budget of 
municipalities and also two development agencies were created: NOM (Northern 
Development Agency) and LIOF (Limburg Institute for Development and Finance) 
(Atzema and Wever, 1999). The NOM is older and bigger than LIOF. It was 
founded by the national government in 1979 and still operates in the provinces of 
Groningen, Friesland and Drenthe. It partners new or existing firms in the northern 
Netherlands and acquires foreign firms. Besides, it serves as a regional network, 
disseminating relevant information to entrepreneurs. The LIOF, founded later, at 
the beginning of the 1990s, operates in South Limburg. It was relatively more 
successful in its acquisition activities than the NOM, due to the more attractive 
location of Limburg within the European context (Van Dijk and Pellenbarg, 1996). 
For the first time, through Regional Development Companies, regional policy 
could encourage or establish firms directly (Oosterhaven, 1996). 
 
Policy measures and firm relocation  

 
In the period 1945-1970s, business movement and in particular manufacturing 
migration has been a source of considerable interest in the Netherlands, both to 
government and the academic community. As described earlier, since the Second 
World War, two main processes characterise the geographical distribution of Dutch 
industry: (1) a diffusion from the western part of the Netherlands to new industrial 
sites in the other parts of the country mainly because of labour market problems 
(‘industrial decentralisation’); (2) a decentralisation process from urban centres to 
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municipalities in the rings of the agglomerations or adjacent rural places 
(‘industrial suburbanisation’). In the first case, the government promoted 
decentralisation with the help of the ‘spreading policy’, in the second case, it 
fostered suburbanisation which constituted one of its physical planning policies 
(Molle, 1983). The major cities involved were Amsterdam, The Hague and 
Utrecht. 
However, information on firm relocations in the Netherlands in the period 1945-
1970s is rather fragmentary. Pellenbarg (1985) identified, until 1980, over a 
hundred studies on this subject but only one large-scale investigation has been 
reported on the Netherlands as a whole: the SISWO report. The SISWO report was 
published in 1967 and was based on the provincial economic-technological 
institutes database. It consisted of two parts: an inventory and analysis of 1,251 
manufacturing establishments, with more than ten employees, that in the study 
period 1950-1962 had moved from one municipality to another; and a socio-
psychological motive survey among 151 plants in the metal industries that had 
migrated in the last part of the study period between 1959 and 1962 (Molle, 1983).  
The SISWO report identified two migration types: ‘integral’ when all parts of the 
company involved are moved and ‘partial’ when only part of the company is 
moved, or when a new, secondary establishment is founded away from the parent 
company. At the geographical scale, the moves were long distance 
(decentralisation) or short distance (suburbanisation). According to the SISWO 
study (1967), the interregional movements of manufacturing establishments in the 
1960s accounted for some 40 per cent of the total number of moves. While all 
regions showed a positive balance (net movement), the west experienced a net 
outflow of 400 plants. The number of moves decreased in inverse proportion to the 
distance (Table 6.14).  
 
Table 6.14: Decentralisation of manufacturing plants, with more than 10 employees, from the west* 
to the three other parts of the country in 1950-62 

   North  East  South Total  
1 Complete moves from West 45 58 35 138 
2 Partial moves from West 72 101 79 252 
3 Total moves from West 

(1+2) 
117 159 114 390 

4 Total number of plants 
moving into the region  

152 195 130 477 

5 % share of west in total (3/4) 77 82 88 82 
6 Stock in 1950, number of 

plants  
2,228 3,728 4,276 10,232 

7 Share of total moves in stock  5.3 4.3 2.7 3.8 
8 Closure after move  10 10 15 24 
9 Share of total net moves in 

1950 stock (3-8)/ 6 
4.8 4.0 2.3 3.5 

West: provinces of North and South Holland; North: provinces of Groningen, Friesland and Drenthe; East 
(provinces of Gelderland and Overijssel); South: provinces of Zeeland, Noord-Brabant and Limburg)     
Source: Molle (1983) – SISWO data  
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Besides the SISWO report, few investigations focus on interregional migration of 
manufacturing industry, while other studies describe industrial ‘overspill’ around 
some of the large urban agglomerations (Molle, 1983; Pellenbarg, 1985). Also, a 
number of studies at the provincial level have been published. They concern long- 
and short-distance moves of industrial establishments, employing more than 10 
employees, in the period 1950-75. These used, like SISWO, the data from the 
economic-technological institutes and concerned the provinces of Overijssel and 
Noord Brabant (Wever, 1978; Grit, de Weert, Wever, 1977), Limburg (de Weert, 
1980), Friesland (van Lierop, 1978) and Gelderland (Grit, 1980). The findings of 
four studies on the moves of manufacturing firms at the provincial level 
corroborate the above-mentioned observations: the west generated the majority of 
moves towards the four areas (Overijssel, Gelderland, Noord Brabant and 
Limburg).  
 

Figure 6.8: Area coverage of studies on the volume and type of movement, 1950-1980 

 
Source: Molle (1983) 
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The national survey by Pellenbarg (1977) deals mainly with the motives behind 
moves in 1974 and 1975. It was based on interviews with the managers of 64 
companies (in services and manufacturing) which had moved in the period of 
analysis. Most of the moves involved were moves suburban in nature. Other studies 
focus on the intra-regional moves of manufacturing and service sectors in the west 
(van der Linden, 1977; Molle, 1977). Figure 6.8 shows the main findings on firm 
migration processes in this period. 
At the intra-regional level, the studies by Molle (1977) show that about eighty 
percent of the firms move out from Amsterdam and The Hague and settle in the 
same region. The intermediate zone is the next important receiving region, while 
the periphery received only a minor number of the firms that left the two cities 
(Molle, 1983). About two-thirds of all emigrating plants relocate within the same 
province.   
The analysis of the sectoral composition of the migrating plants shows that the 
manufacturing industry was the most mobile sector in the 1950s and 1960s, while 
in the 1970s its mobility decreased and at the same time the service sector became 
more mobile, especially wholesale. It can be stated that decentralisation is 
associated with the manufacturing firms, suburbanisation with the services. In the 
cities of Amsterdam, Rotterdam and The Hague, manufacturing represents only a 
minor proportion of all emigrating establishments (Molle, 1977, 1983; Molle and 
Vianen, 1982).  

 
6.3.2 Regional policy measures and firm relocation in 1990-2000s  

 
Policy measures and policy coverage  

 
In the 1995 Government Memorandum ‘Room for regions, spatial economic policy 
until 2002’ (Minez, 1995) there was a proposal to put an end to the almost 40 years 
of post-war regional policy. The regional policy in the form of old-fashioned 
regional-economic stimulation was to be abandoned except for the northern 
provinces. Clearly, the ultimate goal of that policy was no longer to establish 
interregional equity by improving the position of some regions only but, following 
the 1985 Memorandum, the goal became the stimulation of cities and regions 
throughout the country to fully utilise their unique economic development 
potentials in order to maximize their contribution to the national economy. The 
policy is correctly labelled spatial economic policy instead of regional economic 
policy and the 1995 Memorandum’s title is significant. The new policy strengthens 
the (international) competitiveness of all regions, hence the shift in focus from 
regional to (spatial) economic policy, with improvements on two key points both 
the (international) accessibility and the availability of locations.  
The 1999 Government Memorandum ‘Spatial Economic Policy:  Dynamics in 
Networks’ (Minez, 1999) continued the idea of using spatial policy measures to 
support national economic growth. The key challenge, as formulated in the White 
Paper, was to ensure that the Netherlands fosters and maintains an outstanding 
business location climate. As the new economy is very much a network economy, 
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spatial policy had to reinforce network infrastructures, especially those serving the 
main ports of Amsterdam and Rotterdam. Money was reserved for investments in 
facilities for road, rail, air and water transport to ensure the accessibility of 
business locations. More space had to be found for new business locations and 
there was a programme of investment in high quality industrial estates (the 
Provincial Investment Programme Tendering Scheme, TIPP).  
The 1999 Memorandum focuses on three main principles: (i) flexibility (with a 
view to enhancing the ability to cope with what will inevitably be an uncertain 
future); (ii) tailor-made solutions (allowing the strengths of particular regions to be 
matched with the spatial preference of firms); (iii) coherence (ensuring that the 
multitudinous elements of a successful location policy can be brought together at 
the point of delivery, the region) (Yuill and Wishlade, 2001).  
In addition it emphasizes two core policy strands: strengthening the spatial 
economic network and optimising the utilisation of the economic potentials of the 
regions. The first involves: (i) ensuring that there is sufficient space for new 
economic growth; (ii) supporting initiatives which result in a varied supply of 
business locations; (iii) strengthening and enlarging the main transport hubs; (iv) 
improving access, not only in terms of transport but also electronically. The second 
strand focuses on the regions and on how the Ministry of Economic Affairs can 
enhance the provision of competitive business environments by improving levels of 
regional cooperation – not only within the public domain but also between the 
public and the private sectors. In addition, two more specific regional challenges, 
were highlighted – the need to strengthen urban economies; and the need to 
reinforce the economic structure in the north via the Kompass and the Investment 
Premium (Centralised IPR and Decentralised IPR). Besides, the programme-based 
TIPP encourages provinces to cooperate with municipalities (and other provinces) 
to develop strategic plans and related investment programmes for their areas (Yuill 
and Wishlade, 2001).  
The growing role of regional-level development, in the Netherlands, reflects the 
increasingly accepted view that the regional level is the appropriate articulation 
point for coordinating national, European and sub-regional strategies. It is 
interesting to note that according to the Memorandum such support for the north is 
considered as “the last remaining component of classical regional policy” (Minez, 
2000).  

 
Table 6.15: Government budget for spatial economic policy, 2000-2006 

Tools Period Total budget (€ mln.) Annual budget (€ mln.) 
Northern Netherlands 2000-2006 535 76 
TIPP 2000-2006 91 23 
Urban Economy Budget 2000-2010 508 46 
Tourism 2000-2006 154 22 
Research&Evaluation 2000-2006 19 3 
Various  Pm Pm 
Total  1307 170 

Source: Minez (2000) 
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Table 6.15 summarises the government’s budget for spatial economic policy in the 
period 2000-2006. In this table, the available money for investment in physical 
economic infrastructure is ‘hidden’ in the figure of € 508 million for the ‘urban 
economy’, 80 percent of which is earmarked infrastructure money for the 25 
largest cities of the country. Another tool is the programme-based TIPP which 
encourages provinces to co-operate with municipalities (and other provinces) to 
develop strategic plans and related investment programmes for their areas. 
Besides, about 45% of the annual budget is still spent to stimulate the north, the 
only ‘surviving’ representative of classical policy. The 1999 White Paper 
underlined the proposition that ‘the considerable decrease in regional differences 
in economic development has strongly reduced the need to conduct a classical 
regional policy of support to economically backward regions’ (Minez 2000, p. 5). 
This concerns three different projects: 

1) regional Incentives: 
a. the Centralised IPR  
b. the Decentralised IPR  
c. the LPR 2002  
d. the NIOF 2000 

2) the Integrated Structure Plan for the Northern Netherlands (Kompas) 
3) the Regional Development Agency (NOM) 

 
Policy measures and firm relocation  
 
The IPR is the most important of the projects, both in terms of money and 
continuity. Besides, the relocation of ‘external’ investments to the periphery 
(Northern provinces) is mainly promoted by the IPR (centralised and 
decentralised), although, as it will be described later, the amount is very small. 
LPR, NIOF, Kompas and NOM will be treated rather briefly; followed by a focus 
on the IPR premium (Centralized and Decentralised).  
The "Loonkostenpremieregeling Noord-Nederland 2002" (The Northern 
Netherlands Labor Cost Subsidy Scheme 2002 - LPR 2002) is a scheme for 
projects in which a relatively large number of jobs (minimum of 20 employees per 
project) in relation to the investments will be created in Northern Netherlands. The 
subsidy will be given for labour costs related to:  
      - establishment projects concerned with setting up a basic32 company, a head 
office or a laboratory in a core zone; 

- expansion projects concerned with expanding the capacity of a basic 
company, head office or laboratory. 
In the first case, the project costs that qualify for subsidy should amount to at least 
€136,134. The maximum subsidy base is in principle €4,537,802. In order to 
qualify for LPR, the number of jobs has to increase by a minimum of 20 jobs. In 
the case of expansion projects, the costs that qualify for subsidy have to be at least 
€453,780. The maximum subsidy base is in principle €3,630,242. In order to 
qualify for LPR, the number of jobs has to increase by at least 30%, with a 
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minimum of 20 jobs. A reasonable portion (at least 25%) of the total project costs 
has to be financed with one's own resources. 
The Northern Innovation Support Facility 2000 (NIOF 2000) is a scheme for the 
stimulation of strategic activities in the field of innovation and co-operation, 
marketing plans, market surveys, feasibility studies and internationalisation. The 
NIOF applies especially to SMEs in the provinces of Friesland, Groningen and 
Drenthe in the following projects:  

• development projects of a cluster with two or more co-operating parties, of 
which at least one is an enterprise and can be supported by a research 
institute; 

• projects of individual companies; 
• internationalisation projects. 

The cluster arrangement is aimed at developing technical new products, technical 
new production processes, new systems, new services or essential parts of this. 
Projects of individual companies qualifying for a NIOF grant are: development 
projects (see cluster projects) which involve a plan of co-operation concerning 
cluster projects, strategic marketing plan, market survey projects and feasibility 
studies. A subsidy is possible for the costs of an external consultant who will 
execute the above-mentioned project (including necessary costs of materials for a 
prototype). Internationalisation projects are projects aiming to employ an export 
manager for the implementation of an international marketing plan. Subsidy is 
possible for the cost of employing an export manager.  
Costs that qualify for subsidy are in the case of:  

• development projects of a cluster: minimum €23,000 and maximum 
€350,000 per project; 

• projects in the field of (product) development of individual companies, co-
operation plans, strategic marketing plans, market surveys and feasibility 
studies: minimum €2,300 and maximum €35,000 per project, if the project 
is new for The Northern Netherlands maximum €70,000 per project; 

• internationalisation projects: maximum € 70,000 per year per export 
manager with a maximum of two years and two export managers. 

The maximum subsidy for large enterprises can accumulate to € 100,000 over a 
period of 3 years. This maximum is not applicable to SMEs.  
The Kompass policy programme now gives subsidies for projects that serve one of 
three objectives: concentration of economic activities in the five ‘core zones’ of the 
north, reinforcement of urban centres, and stimulation of rural areas. The 
management of the programme is fully decentralised to the SNN, a public 
institution established by the three northern provinces and located in Groningen.  
Finally, the NOM is a development agency which aims to improve the socio-
economic structure and work opportunities in the provinces of Groningen, 
Friesland and Drenthe (Table 6.16). 
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Table 6.16: The NOM Development Agency 

Working in close co-operation with national and regional governments, the organisations of 
municipalities in the three provinces of the Northern Netherlands and an extensive network of 
mediators, consultants, and other (inter)nationally oriented advisors, the NOM department helps you 
to find the best possible site. Investment development is the central point of contact for national and 
international companies seeking a new location. NOM also wishes to improve the direct contacts 
with, and between, the already existing business environment in order to act as an on-the-ball 
support and advice center when strategic investment decisions are under discussion.  
Its mission concerns the following main areas: 

• NOM Development Projects. NOM works on projects together with market partners 
• NOM Subsidy Advice. NOM informs, advises, and supports entrepreneurs with subsidy 

regulations from authorities for specific activities or developments. These involve 
regulations on a provincial, national, and European level. The subsidy advisers point out 
subsidy possibilities, make contact with subsidy providers, take care of complete 
applications, and support them during the process  

• NOM-Financing participates in business investments in the Northern Netherlands, 
involves the financing of growing activities, management buy-out/buy-in, the setting up 
of joint ventures or share transfers  

NOM informs potential investors on the following matters:  
• the position of establishment locations in relation to European markets;  
• the present and future practical values of the northern industrial and port locations;  
• logistic facilities and infrastructure;  
• business and service climate in the various lines of business;  
• site characteristics and land and energy prices;  
• establishment conditions and permits;  
• subsidy and financing possibilities;  
• main investment sectors in the Northern Netherlands. 

Source: www.nom.nl 
 

After a minor Memorandum issued in 2002 (Minez, 2002), the Ministry of 
Economic Affairs published a new Memorandum on the future of spatial economic 
policy in the summer of 2004 (Minez, 2004). In this Memorandum ‘Pieken in the 
Delta’ it was announced that after 2006 the special incentives for the Northern 
Netherlands (including the 40 years-old IPR) will finally be stopped. This 
Memorandum represents a reflection and consequence of intentions already issued 
since the mid-1980s and the arguments presented for in the 1995 and 1999 
Memorandums. A fierce discussion has started among regional and national 
political factions about whether the northern provinces should still be subsidised or 
whether regional policy should focus on improving the strong areas of the country, 
the Randstad. However, the outcome of this discussion is still not clear at the time 
of writing.  
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6.3.3 A focus on the IPR premium  

 
At present, the IPR investment premium is by far the main scheme of financial 
assistance to firms settling in assisted areas in the Netherlands. It comprises 
support to individual business investments and it is operated in two separate 
modules: a central one (managed by the Ministry of Economic Affairs in The 
Hague) and a decentralised one (managed by the Cooperation Northern 
Netherlands - SNN). The Hague handles the larger projects. Both the central and 
the decentralized IPR modules are targeted at new business projects as well as on 
selective expansion projects of existing firms.  
As we have already noted the investment premium has been characterised by 
various changes since its introduction in 1967. When first introduced, the IPR 
premium was restricted to industrial setting-up projects; in 1969 it was extended to 
industrial extension and to service setting-up projects (for services of a regionally 
exporting character); in 1975, regionally exporting service extension projects were 
also brought within the scheme. 
Table 6.17 presents the investments projects that have been granted Centralised and 
Decentralised IPR measures in the period January 2000 - 1st July 2002. Grants 
amounting to €47.7 million were awarded to 259 projects which were subsidised 
by the Decentralised IPR. These were expected to create 4,105 jobs. The 
Centralised IPR subsidised 9 projects which received in total €46.3 million and 
were supposed to hire 715 people. This second group of projects reflects the 
characteristics of the Centralised IPR: they are capital-intensive investments 
(€48.24 million on average), large investments (about 78 employees each) and 
received a larger amount of subsidies if compared to the IPR projects (€5.14 
million instead of about €0.2 million). 

 
Table 6.17: Approved investment projects in the northern provinces, 2000-2002* 

Policy Measure 
No. of 

projects 
No. of Jobs Investments    

(€mln) 
Subsidy 
(€mln) 

Centralised IPR  9 715 434.2 46.3 
Decentralised IPR – New 
establishment  

78 1,963 136.9 25.9 

Decentralised IPR – Expansion  181 2,142 373.7 21.8 
TOT. Decentralised IPR 259 4,105 510.6 47.7 
TOTALS 268 4,820 944.8 94 

* January 2000-1st July 2002 
Source: Elaboration on Westendorp (2004) - SNN data (2002) 
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The Centralised IPR (BSRI)  

 
The centralised IPR, also labelled "Besluit Subsidies Regionale 
Investeringsprojecten 2000" (Decree on Subsidies for Regional Investment 
Projects 2000 - BSRI 2000), applies to investments in the Northern Netherlands, 
Flevoland, South Limburg and Twente (Figure 6.9). The centralised IPR only 
applies to ‘basic’ firms that sell 50% or more of their output outside the region 
where they are established. Such projects should contribute towards enhancing 
local and national economic and industrial performance. The subsidy may be 
granted for investments in:  

• establishment projects in the “core zones” of the above-mentioned regions, 
aimed at setting up an industrial company, basic33 service company, head 
office or laboratory or basic tourism business. The costs that qualify for 
subsidy should amount to at least €4,537,802. 

• strategic expansion projects in the “core zones”. The costs that qualify for 
subsidy have to be at least €13,613,400. 

• projects involving fundamental change in the regional economy of a “core 
zone” (i.e. the employment effect has to be at least 400 jobs – directly and 
indirectly). The costs that qualify for subsidy have to be at least 
€45,378,021. 

Rated among the costs that qualify for subsidy are acquisition costs of land, 
business premises and durable industrial equipment and any costs of the production 
thereof. The subsidy for establishment projects with costs that qualify for subsidy 
of up to €8,168,081 is 20%. For strategic expansion projects, fundamental change 
projects and establishment projects in excess of €8,168,081 the Minister of 
Economic Affairs determines the percentage of subsidy. One has to finance a 
reasonable portion (at least 25%) of the total cost of a project, using one's own 
resources. 



121  

 
Table 6.18: Geographical distribution of investment projects subsidised by the Centralised IPR (1997-
2002)  

Location  No. of projects Subsidy (€mln) Average susbsidy  
Northern provinces  57 151,6 2.6 
Outside northern provinces*  16 36,5 2.2 
Total  73 188,1 2.5 

* Overijssel, Flevoland and South Limburg  
Source: Elaboration on MINEZ – Ministry of Economic Affairs (2003)  
 
In the period 1997-2002, 73 projects have been approved at a cost of about €188 
million. About 78% are located in the northern provinces (Table 6.18), with a 
rather equal distribution (one-third of the investment for each province). The 
average subsidy per project is about €2.5 million.  
 
Figure 6.9: The municipalities in the Northern Netherlands and their prospects with regard to IPR  

 
 
Source: NOM (www.nom.nl) 
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The analysis of the investments’ origin shows that there are no complete 
relocations from the Randstad or areas outside the north. The overwhelming 
majority are expansion projects by firms already located in the northern provinces; 
some of those have relocated to the north earlier in the 1960s and 1970s. There are 
a few cases (about 5%) of new plants, owned by foreign firms. These first 
considerations reveal that the centralised IPR mainly promotes “indigenous” 
business initiatives rather than relocations from the core area or from foreign 
countries.  
 
The Decentralised IPR 
 
The latest version of the Decentralised IPR scheme, the 
“Investeringspremieregeling Noord-Nederland 2000" (the Northern Netherlands 
Investment Subsidy Scheme 2000 - IPR 2000), provides discretionary grants to 
investments located in the Northern Netherlands and Overijssel. A subsidy may be 
granted for investments in: 

• Establishment projects aimed at setting up a basic company, a head office, 
a pilot plant or a laboratory in a core zone.  

• Expansion projects concerned with expanding the capacity of a “basic” 
company, head office or laboratory.  

• Restructuring projects34 which effect a fundamental change in the 
production program of a basic company.  

The premium varies from 15% (for expansion projects) to 20% (for new location 
and restructuring projects) and is restricted to firms locating in one of the five ‘core 
zones’ in the Northern Netherlands. The premiums apply to the whole of the 
investment in buildings and installations including the labour cost of building. An 
important condition is again that it only applies to ‘basic’ firms that sell 50% or 
more of their output outside the region where they are established. The minimal 
investment sum for an establishment project eligible for a premium is €136,134. It 
is €453,780 for expansion projects and at least €136,134 for restructuring projects. 
The maximum investment sum eligible for a premium is € 3,630,242. In cases of 
expansion, either the number of jobs has to increase by at least 30% (within a 
minimum of 3 jobs) or the capacity of the business has to be increased by at least 
40%. In the latter case additional jobs have to be created too: at least 1 in the case 
of businesses with up to 10 jobs, 2 in the case of businesses with between 10 and 
15 jobs and 3 in the case of businesses with 15 jobs or more.  
Included among the costs that qualify for subsidy are acquisition costs of business 
premises and durable industrial equipment (insofar as it is permanently present at 
one's business location) and any costs for production thereof. Hire purchase and 
financial leasing may - subject to conditions - be counted as acquisition costs that 
qualify for subsidy. If, in the case of an expansion project, costs are incurred by the 
acquisition of business accommodation, 80% thereof will qualify for subsidy. One 
has to finance a reasonable portion (at least 25%) of the total cost of a project using 
one's own resources. 
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Table 6.19: Investment projects subsidised by the Decentralised  IPR (1993-1999 and 2000-2003*) 

Eligibility  1993-1999 2000-2003 Total 
Eligible project and premium granted  1,166 58 1,224 
Projects not eligible  585 110 695 
Projects under consideration  38 367 405 
Total  1,789 534 2,324 

* at 1-10-2003 
Source: Elaboration on  Westendorp (2004) – SNN data (2003)  

 
Table 6.20: Geographical distribution of the Decentralised IPR projects (€mln)  

 New plant Expansion Total Subsidy 
Total projects in the Netherlands (n = 1224) 465 1117 1598 167 
Groningen (n = 367*)  144 373 529 55 
Friesland (n = 604) 221 496 717 74 
Drenthe (n = 249*) 99 240 343 37 
Outside the northern provinces (n = 4) 1 8 9 1 

* This table also takes into account the restructuring projects of which four are located in the province of 
Groningen and 1 in the province of Drenthe. 
Source: Elaboration on  Westendorp (2004) – SNN data (2003)  
 
Figure 6.10: Geographical distribution of the Decentralised IPR projects in the northern provinces  

 
 

 
 
 
 
 
 
 
 

Source: Elaboration on  Westendorp (2004) – SNN data (2003)  
 

Figure 6.11: Geographical distribution of the D-IPR projects by average investment (€000) 

 
 
 
 
 
 
 
 
 
 

Source: Elaboration on  Westendorp (2004) – SNN data (2003)  
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Table 6.19 presents the investment projects that have been subsidised by the 
Decentralised IPR in the period 1993-2003.35 In 1993-2003, 1,224 projects have 
been subsidised in the Netherlands, while 695 were rejected and 405 are under 
consideration. Comparison between the two periods reveals that the percentage of 
eligible projects decreases from 65% in 1993-1999 to 11% in the following period. 
However, the rate of eligible projects in 2000-2003 is supposed to increase because 
about 70% are still under consideration.  
The 1,224 projects comprise 309 new establishments (25.2%), 910 expansion 
projects (74.3%) and 5 restructuring projects (0.4%). Total investment of the 1,224 
projects amounts to €1.6 billion with public funds accounting for €167 million. The 
projects concerning new plants present a higher average investment than the 
expansions. This is easily explained by the need for new premises and machineries. 
Table 6.20 shows the geographical distribution of the projects: 1,220 projects are 
located in the northern provinces and the remaining four in Overijssel.36 The 
province of Friesland accounts for about 50% of the investments; Groningen about 
30% and Drenthe 20.3% (Figure 6.10). 

 
Figure 6.12: Geographical distribution of the project investments – New plants  

 
Source: Westendorp (2004) 
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Figure 6.13: Geographical distribution of the project investments – Expansions  

 
 
Source: Westendorp (2004) 

 
The higher average investment per volume of the new establishments, in 
comparison with the expansions, is confirmed in Figure 6.11 where the 
geographical distribution is presented. Projects in the province of Groningen, either 
new plant or expansions show a higher average investment indicating the 
attractiveness of the province to investment.  
Small projects, in terms of numbers of employees, are the majority of both 
investment types (98% for new plants and 84% for enlargements) while medium 
and large investments register very small percentages, especially in the case of new 
plants.   
Investment volume and firm size are directly proportional in the expansion 
projects: larger projects (in size) get a higher amount of investments. New plants 
show a slightly different pattern: establishments with more than 30 employees 
receive the same amount of investments, with the exception of the firms having 51-
100 employees. 
As concerns the sector distribution37, labour- and capital-intensive industry sectors 
exhibit the largest number of initiatives for both new plant and expansion projects; 
followed by knowledge-intensive industry. The number of investments in the other 
sectors are similarly distributed in the two types of projects except for tourism and 
leisure that register a percentage of 10% in the new plant projects and 5% in the 
expansion projects (Table 6.21). Capital- and labour-intensive industry sectors 
register a considerable average investment but knowledge services and transport 



126  

reflect a higher average amount in the new plant and expansion project types, 
respectively.  
 

Table 6.21: Sectorial distribution of the Decentralised IPR projects (new plants and enlargements)* 

 New plant Expansion 
Sector**  No. Average 

Investment (€ 000) 
No. Average Investment 

(€000) 
Agriculture  2 470 5 2280 
Labour-intensive industry  58 1440 249 1210 
Capital-intensive industry  72 1700 229 1470 
Knowledge-intensive industry 39 1580 123 1080 
Wholesale  28 1120 75 1150 
Transport  21 1450 47 1480 
Knowledge services: management  21 1960 57 1080 
Knowledge services: R&D 25 1110 45 1180 
Tourism and leisure  31 1420 48 850 
Unknown  12  32  
Total  309  910  

* Restructuring projects are excluded  
** The sector classification is by Bureau Louter(2002) (see Table 6.22 in Appendix 2 for a detailed description of 
the sectorial classification)  
Source: SNN (2003) in Westendorp (2004) 

 
Table 6.23: Number of new full-time jobs involved in the projects by sector  

 New plant Expansion 
Sector  Average project Total Average Total 
Agriculture (n=7) 3.0 6.0 6.6 32.9 
Labor intensive industry (n=307) 6.5 376.9 5.5 1,374.8 
Capital intensive industry (n=301) 8.1 581.5 5.7 1,313.7 
Knowledge intensive industry (n=165) 12.0 467.3 5.2 637.1 
Wholesale (n=103) 6.5 180.7 4.1 307.8 
Transport (n=68) 8.0 167.8 5.8 273.2 
Knowledge services: management 
(n=78) 

7.3 153.2 6.0 342.0 

Knowledge services: R&D (n=70) 23.2 578.9 13.7 615.9 
Tourism and leisure (n=79) 5.5 170.0 3.5 168.5 
Total* (n=1224)** 8.9 2,744.8 6.0 5,429.3 

* Including missing values; 
 ** Including the restructuring projects  
Source: SNN (2003) in Westendorp (2004) 

 
As Table 6.23 shows, the knowledge service sector registers the highest level of 
job creation in the new plant and expansion projects (23.2 and 13.7 full time jobs, 
respectively). This is followed by the knowledge-intensive industry that shows 12 
jobs per new plant investments and 6.6 jobs per expansion projects.  
The effectiveness of the two project types, which have been subsidised by the IPR 
premium, can be evaluated by taking into account the amount of investments per 
job created. As Figure 6.14 shows, new plant projects give rise to jobs with a much 
lower investment amount, in Drenthe. Thus, it appears that new establishments are 
more effective than expansion projects. Besides, In the three provinces smaller 
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projects, in terms of investment amount, generate more jobs per euro than bigger 
ones.  

 
Figure 6.14: investment volume per job created 

 
 
 
 
 
 
 
 
 
 

 
 
 
Source: SNN (2003) in Westendorp (2004) 

 
Table 6.24: Investment origin of a selected sample of 195 cases  

Project type  Within the North Outside the North Total 
New plant 37 4 41 
Expansion  144 10 154 
Total  181 14 195 
% 92.9 7.2 100 
Source: SNN (2003) in Westendorp (2004) 

 
Table 6.25: Investment amount of a selected sample of 195 cases (€000) by origin  

Project type Origin  Investment amount (€000)  

  0 - 250 251-500 501-1,000 1,001-2,500
more than 

2,500 Total 
New plant Within the North 18 8 7 3 1 37 
 Outside the North  0 1 0 1 2 4 
 Total  18 9 7 4 3 41 
 % 43.9 22.0 17.1 9.8 7.3 100.0 
Expansion Within the North 56 45 18 19 6 144 
 Outside the North  1 0 2 4 3 10 
 Total  57 45 20 23 9 154 
 % 37.0 29.2 13.0 14.9 5.8 100.0 
Source: SNN (2003) in Westendorp (2004) 

 
To date, no evidence has been provided by either the Ministry of Economic Affairs 
or SNN, about the origin of the 1,224 investment projects. In order to fill this gap, 
an investigation on the place of origin of 195 investments has been undertaken. It 
appears that only 14 projects originate outside the northern provinces (10 
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expansions and 4 new plants) corresponding to about 7.2% of the selected sample 
(Table 6.24). This result emphasises, as for the Centralised IPR, that the majority 
of IPR grant projects are ‘indigenous’ investments.  
Table 6.25 shows that the projects that originated from outside the north are much 
larger in terms of investment amount than the “local” projects. Fifty percent of the 
new plants from outside the north and 30% of the expansions belong to the 
category “more than €2,500,000. On the other hand, the 70% of local projects (both 
new plants and enlargements) are concentrated in the category €0-500,000. 
The last consideration worth mentioning concerns the added value of the IPR 
premium, that is whether the managers should have invested in the areas without 
incentives. An in-depth investigation has been carried out on a sample of 109 
projects (out of 3,695) that have been rejected, in 1993-2003, because of the non-
compliance with the subsidy requirements. It turned out that about 80% of the 
firms’ expansions took place anyway, and 50% of the new firms invested in the 
area, irrespective of failure to obtain the subsidy. 
 

6.4 The United Kingdom  
 

Both the identification of a regional problem and the regional policy in the United 
Kingdom go back to the 1920s. The main problem areas in the United Kingdom, 
then as now, were the peripheral areas of the country: Northern Ireland, Scotland, 
the north of England and South Wales. These areas, which experienced high levels 
of unemployment, have been very much at the heart of the Industrial Revolution 
and then had to pay the price for their heavy reliance on ship building, coal mining, 
iron and steel and textiles as these industries went into decline or developed other 
locational requirements.  
In the 1960s and 1970s the demand-side, market-failure approach dominated. It 
was based on the idea that the regional problem is caused by structural weakness in 
the regional economy, coupled with a fundamental deficiency of investment due to 
a drain of financial capital from poor to rich regions (Martin and Minnis, 1995). 
This requires government intervention to reduce regional unemployment disparities 
through: (i) inducing inward investment into high-unemployment areas; (ii) 
stimulating indigenous growth in high-unemployment areas and (iii) regenerating 
high-unemployment areas through public investment in the socio-economic 
infrastructures (Armstrong and Taylor, 2000). The first form promoted the 
relocation of firms to the Assisted Areas. For most of the post-war period, location 
controls were placed on manufacturing firms in non-assisted areas (especially in 
the South East), while investment incentives have been offered to firms moving 
into the assisted areas. The second strategic approach to reducing regional 
unemployment disparities is to get the assisted areas to create their own growth. 
This indigenous growth approach became popular in the 1980s and 1990s. The 
third arm of regional policy is public investment in the social and physical 
infrastructure of depressed areas. This approach has been adopted since the 
beginning of regional policy in the UK.  



129  

The first policy measure that has been adopted was the location control which 
limited the location of establishments in congested areas. These were gradually 
phased out in favour of regional industrial assistance, which grew rapidly between 
1966 and 1970 and reached a peak in 1975. In this period, policy focused much 
more on “taking work to the workers” rather than “taking workers to the work”. 
Government subsidies were offered to firms to locate in the problem areas.  
By the early 1990s, regional policy emphasised indigenous development and this 
led to a shift from a market-based to a free-market approach. This contemporary 
model views the regional problem as being the result of market inefficiencies, a 
lack of entrepreneurial culture and excessive state intervention. According to this 
approach, regional policy, if it exists at all, should be minimal and any financial 
assistance needed would be selectively provided with tight controls placed on 
regional policy spending (Armstrong and Taylor, 2000). 
The relocation of firms, in 1945-1970s, has been mainly promoted by regional 
policy which encouraged the movement of manufacturing industry to Assisted 
Areas using the instruments of location controls (i.e. IDC), capital subsidies (i.e. 
Regional Development Grant and Regional Selective Assistance) and labour 
subsidies. Firm migration studies in the 1950s-1970s mainly focused on estimating 
the effects of the policy instruments on the economy of the assisted areas.  
From the mid-1970s to the early 1990s, however, there was a steady decline in 
regional industrial assistance spending and, consequently, a reduced interest in firm 
migration. The main policy measure encouraging firm relocation is still the 
Regional Selective Assistance (RSA), which, however, has changed since its 
implementation in 1972. The RSA only subsidises partial relocation (opening of 
new branches) but the projects which are likely to create overcapacity, or which 
displace jobs elsewhere in the UK or aim to relocate jobs within the country are not 
eligible for assistance.  
This section presents an overview of regional policy in the UK from 1945 to the 
present with a specific focus on the influence of policy measures in promoting firm 
migration within the country. The Regional Selective Assistance policy measure 
and its most recent evaluation are presented in the last section.  

 
6.4.1 Regional policy measures and firm relocation, 1945-1980s  

 
Policy measures and policy coverage  

 
In 1928, the first policy measure “Industrial Transference Board” was set up. It 
differed from those which followed, in not being based on a “taking work to the 
workers” philosophy, but on a “moving workers to the work” principle. The 1928 
Industrial Transference Board focused on the alleviation of poverty in hard-hit coal 
mining areas (i.e. social objective) and on the reallocation of labour to areas of the 
country where it could be put to productive use (i.e. an economic efficiency 
objective) (Armstrong and Taylor, 2000). By 1938, over 200,000 workers had 
received financial assistance under this scheme. However, the success of such 
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measures was minute compared to the magnitude of the problem that existed in the 
1930s.38  
Although the problem first came to light in the 1920s, regional problem areas were 
not identified until 1934, with the introduction of the Special Area Act. The so-
called “Special Areas” were located in the depressed coal-mining areas of South 
Wales, the north-east of England, West Cumberland in the north-west of England, 
and Clydeside/North Lanarkshire in Scotland (Yuill, 1980). Since unemployment 
was somewhat less severe in the main population centres of these areas, the Special 
Areas excluded the major towns. In the mid-1930s, a start was made with ‘work to 
the workers’ policy and a significant range of policy instruments was introduced. 
The priority was to attract industrial investments from the more prosperous and 
fast-growing parts of the country and the creation of public sector factory estates 
was seen as a way of attracting new types of manufacturing activity to these areas.  
In 1944, the White Paper “Employment Policy” signalled the turning point in 
British regional policy. The acceptance of the market-failure approach (Keynesian 
view) led to the belief not only that governments had the power to create jobs, but 
also that it was their responsibility to do so. The special need to create jobs in areas 
of traditionally high unemployment had been emphasised in the Barlow Report 
(1944) (Armstrong and Taylor, 2000).  
After the Second World War, “Development Areas” were identified, with much the 
same broad coverage as the previous Special Areas but including the major towns. 
A variety of policy instruments were introduced through the Distribution of 
Industry Act 1945 and its various successors. These measures included loans and 
grants to firms, powers to build factories and establish industrial estates, and the 
provision of basic services for industries. By far the most powerful regional policy 
instrument in the immediate post-war years, was the system of Industrial 
Development Certificates (IDC), which was introduced in the Town and Country 
Planning Act. The IDC allowed the construction of any industrial building with 
450 or more square-meters surface. These ‘stick’ policy measures were extremely 
effective in diverting industrial establishments to assisted areas in the United 
Kingdom. Similarly, firms in the office sector had to obtain an Office Development 
Permit if they intended to create new office floor space in areas such as London or 
Birmingham (cfr. section 6.4). 
At the end of the 1950s “Development Places” were designated where 
unemployment was especially severe. In the same period, regional policy in the UK 
received renewed emphasis. New policy measures and a search for supplies of 
labour increased the flow of mobile industry to the assisted areas once again. By 
1968, with approximately 20 per cent of the national population, these areas were 
receiving some 45 per cent of the national investment in manufacturing (Townroe, 
1983). Since 1970 a three-tier system of Special Development Areas (SDA), 
Development Areas (DA) and Intermediate Areas (IA) has remained in force in 
Britain.  
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Table 6.26: Measures of the Regional Industrial Assistance  

Automatic investment support began with the 1963 Budget which introduced regionally 
differentiated tax allowances for the first time. The allowances were replaced by the Investment 
Grants in 1966, and in one form or another, the automatic investment support increased up to 1982, 
but with four dips in spending. 39  
The origin of employment premiums was the Selective Employment Tax in 1966.  This 
surcharged employers’ National Insurance contributions to raise revenue for an expansion of public 
services, but it was refunded to those firms outside of the construction and service sectors to effect a 
structural change in the economy towards the industries with an export content (Wren, 2004).40  The 
premiums were cut in the first sterling crisis of 1976, and withdrawn altogether in the public 
expenditure cuts of December 1976. 
Discretionary assistance was represented by the Regional Development Grant (RDG) and 
Regional Selective Assistance (RSA). RSA was introduced in 1972, at the same time as RDG, and 
implemented on a discretionary basis in projects backed by capital investment that either created or 
retained jobs. Discretionary assistance has taken an increased share of expenditure in the early 
1980s.  

Source: Wren (2004) 
 

In 1972 regional policy was strengthened further, largely in response to a recession 
which led to a sharp increase in the unemployment rate, particularly in the Assisted 
Areas which were suffering from the highest levels of unemployment for over 30 
years (Armstrong and Taylor, 2000).  
By the end of the 1970s, regional policy declined and it was further downgraded in 
the early 1980s. In 1982, Location controls were abolished and the areas eligible 
for assistance were reduced. Regional policy spending was cut back drastically and 
the Special Development Areas were abolished. The policy aim was “to make the 
policy much more cost effective in terms of a single guiding objective, that 
objective being to reduce regional disparities in employment opportunities” 
(Committee of Public Accounts, 1984, p.22, in Armstrong and Taylor, 2000). 
The 1983 White Paper led to the shift away from automatic assistance to a 
discretionary policy41 and by the end of the 1980s, further expenditure cuts had 
been made, including the automatic Investment Grant scheme, the Regional 
Development Grant.42 Regional policy was not abolished but its role changed 
radically. The government reinterpreted the regional problem as one of the 
economic inefficiencies due to supply-side rigidities and a deficiency of 
entrepreneurial activity in the disadvantaged areas (Martin, 1989, in Armstrong and 
Taylor, 2000). There was a shift from the traditional, market-failure approach to 
the contemporary, free-market approach. Regional policy was to promote the 
development ‘from within’, stimulating indigenous regional enterprises. To try to 
achieve this objective, government expenditure since 1988 has switched from 
autonomous to selective investment grants, and help was targeted on schemes such 
as Regional Enterprise Grants whose goal was to improve managerial skills, 
business strategies and innovation, or “Regional Selective Assistance”. 
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Policy measures and firm relocation  

 
As emphasised in Chapter 3, in the 1960s and 1970s considerable research efforts 
have been directed towards documenting the volume, timing and spatial 
characteristics of industrial movement in the UK (i.e. Howard, 1968; Moore and 
Rhodes, 1973; Sant, 1975; Keeble, 1976). This has been possible largely through 
the availability to the academic community of data collected by the Department of 
Industry (the ROM and ROC datasets). Political and academic attention has 
focused on the difficulties of both ‘congested’ and ‘depressed’ regions of Britain 
and on evaluating the impact and success of the many government regional policy 
measures since 1945. The majority of studies on industrial movement were at the 
interregional scale because they were very relevant in answering these sorts of 
questions. On the other hand, the volume of moves which occurred within 
conurbations of interregional migrant plants in such areas were largely ignored. In 
part, this was a reflection of the lack of data below the sub-regional scale but also 
because such issues were not prominent in the research priorities of the academic 
community and policy makers in the 1960s and early 1970s (Mason, 1980). 
Firm migration in 1945-1970s has been characterised by three main processes: (i) 
industrial decentralisation; (2) metropolitan decentralisation and (3) the economic 
decline of parts of the inner areas of major British cities in 1970 to 1980. The first, 
in which the government was most interested, stimulated firms to move from the 
more prosperous and fast-growing parts of the country to those regions (mainly the 
North and West) which suffer from industrial depression (new Development Areas 
or Assisted Areas) (Keeble, 1971). The second policy encouraged decentralisation 
of both people and industry to locations beyond the existing urban fringe, mainly in 
London, by the middle of the 1950s. This latter process is less visible since much 
of it involves intra-regional moves, many service activities and smaller firms. The 
third approach which aimed to attract manufacturing industry back in the inner 
urban areas, failed (Townroe, 1983)  
Among the most relevant studies on industrial decentralisation, we cite the works 
by Forthergill and Guy (1990), Moore et al. (1986), Sant (1975) and Nunn (1980). 
Forthergill and Guy (1990), on the basis on the ROM and ROC data series, 
estimated 5,100 inter-regional moves in the United Kingdom involving over 
800,000 jobs, over the 1945-1975 period. The Southeast and in particular London 
provided the major source of inter-regional industrial moves (Figure 6.15), 
accounting for 60 percent of origins, between 1945 and 1965. This declined to 
under half between 1976 and 1980 (Forthegill and Guy, 1990). Traditionally, the 
West Midlands provided the second source of mobile industry with an average of 
10 percent of the total of plant origins over the period 1945-1980.  
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Figure 6.15: Manufacturing movement to the peripheral area from the Southeast 

 
Source: Keeble (1972) 
 
According to the work of Moore et al. (1986), between 1960-1981, around half a 
million manufacturing jobs were created in the assisted areas as a consequence of 
regional policy in general (expansions as well as movements). However, some 
135,000 of these were considered not to have survived to 1981, partly because of 
the recession of that period. From the narrower perspective of industrial movement 
policy Morre et al. (1986) estimated that 218,000 of the policy generated jobs were 
in plants which moved from elsewhere – mostly branch openings – of which 
173,000 survived to 1981 (Forthergill and Guy, 1990). Spooner (1972, 1974) 
showed that in peripheral regions such as Cornwall, Devon and Wales more than a 
quarter of total employment in manufacturing was to be found in firms which 
immigrated there in the first post-war decades (see Keeble, 1972, 1976; Pellenbarg 
et al., 2002). Sant (1975) in his work disaggregated patterns of movement into 
origins derived from the Greater London area and those from other provincial 
cities. This confirmed London as the dominant source of moves in the 1945-1975 
period. However, the West Midlands Conurbation, relative to its share of 
manufacturing employment, was actually providing more moves to Assisted Areas 
in the early 1960s period  (Townroe, 1983) because of motor vehicle plant 
restructuring (Prism Research and Liverpool University, 1992). What is worth 
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mentioning about Sant’s work (1975) is that the pattern of flows revealed a strong 
“distance decay” effect around London with a substantial proportion of moves 
being short-distance, directed primarily to the ring of New Towns in the outer 
South East and falling off as distance from London increased. As discussed in Ch. 
3, Keeble (1976) focused attention on the contrast between short-distance moves 
(within the South East) and long-distance moves (interregional moves) in his 
“dual-population” hypothesis. According to this hypothesis smaller firms moved 
whole activities – retaining much of their existing labour force – over shorter 
distances. In contrast, large firms moved over longer distance from the South and 
the Midlands to the Assisted Areas by opening up new branches (Townroe, 1983).  
Moves in the period 1966-1975 were of relatively short distance. More than half of 
the individual firm moves recorded between 1966 and 1975 involved distances of 
less than 22 miles. Seventy percent of the complete relocation moves in this period 
involved distances of less than 12 miles and the majority of them were small firms 
decentralising out of London and the other provincial cities (Nunn, 1980).  
The only consistent measurement of suburban decentralisation subsidised by 
regional policy comes from the Location Offices Bureau (LOB), a government 
agency established in 1963 and charged with promoting the decentralisation of 
offices out of Central London. This agency was the product of a White Paper 
which set out the broad strategy for a bold solution on London’s office problems. 
Legislation following another White Paper in 1964 placed a ban on office 
development in the Southeast and the West Midlands (subsequently extended to 
include East Midlands). The Control of Offices and Industrial Development Act 
(1965) required that for all proposed office developments of over 3000 sq. ft in the 
Metropolitan Area an “Office Development Permit” was required. Moves recorded 
by LOB tended to be biased toward larger development proposals, partial 
relocation and longer-distance migrations. Hall (1972) estimated that the LOB 
database captured around one in two of the office jobs involved in relocation from 
London. 
Within these limitations, the LOB database showed that, between 1963 and 1975, 
some 1761 offices moved within or out of London. Forty percent of these moves 
were to locations in the Greater Central London area and two-thirds were within 40 
miles. Only 19 percent of the 141,000 jobs involved were engaged in moves of 
over 80 miles. Manners and Morris (1986) showed that over three-quarters of the 
moves recorded by LOB were to the north-west and south-west sectors of the 
conurbation. On the other hand, the transfer of offices to the other regions was 
limited (Hall, 1972; Daniels, 1969; Goddard, 1975, 1979; Keeble, 1968). There 
were a small number of relocations in the early 1970s to the Bristol area and to 
Cheshire but the majority of moves under the Office Development Permit scheme 
was an internal redistribution within the Southeast.  
After 1973 and in response to the demonstrated lack of long-distance office 
relocation, the British government began to offer “carrots” in addition to “sticks” 
for office developers in the form of financial inducements for the development 
areas. At the same time, the GLC (1973) began to adopt a counter-policy to 
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stimulate office development in the inner areas (Prism Research and Liverpool 
University, 1992).  
The studies, worthy of mention on the decentralisation of offices from Central 
London, in the period 1983-1992, are the annual reports by Jones et al. (1990). 
They showed that the period between 1983 and 1989 was dominated by relatively 
short-distance moves, with Outer London providing the main destination (receiving 
51 and 54 percent respectively of the number of moves and jobs relocated). 
However, in 1990 the pattern of office movements changed with less relocations 
towards the Outer London area. This was heavily influenced by the increased 
relocation of government departments because the public sector once again was 
seeking to contribute to an even distribution of employment (Prism Research and 
Liverpool University, 1992). Between 1983 and 1989 most moves came from the 
industrial sectors (24%) and were heavily dominated by the oil industry as major 
companies moved their offices out of Central London. Again, the years 1991 and 
1992 are characterised by the relocation of the public sector’s offices as a 
programme of dispersal of government departments.  
As Keeble (1976) stated, in the UK as a whole, one-third of all industrial 
movement in the late 1960s, in terms of employment, can be categorised as short-
distance spillover from the key conurbations and 50 per cent as long-distance 
interregional moves to the periphery. Besides, Keeble (1976) concludes that 
“regional policy was the single most important variable influencing the sub-
regional pattern of migrant industries between 1966 and 1971”. 
 
6.4.2 Regional policy measures and firm relocation in 1990-2000s 

 
Policy measures and policy coverage  

 
Traditional regional policy came under sustained attack in the 1980s. The 
economic case for regional policy was regarded as weak and unproven. One of the 
most relevant criticisms was that British regional policy in 1945-1980s had relied 
too heavily on encouraging inward investments (from the rest of Britain as well as 
from overseas) to locate their new plant within the Assisted Areas (Armstrong and 
Taylor, 2000). Regional policy was viewed as a zero-sum game in which one 
region could benefit only at the expense of other regions. Thus, regional policy 
could result in a negative-sum game with firms locating in inefficient locations 
(Taylor and Wren, 1997). Besides, too little attention was paid to stimulating new 
firm formation, inducing small and medium enterprises (SMEs) to expand, and 
encouraging firms to develop the latest technology.  
Since the end of the 1980s, a new approach to regional policy came to the fore. Its 
emphasis was placed on improving competitiveness of industry in international 
markets; promoting indigenous development in the disadvantaged regions; 
stimulating entrepreneurship, small firms and new technology. It was argued that 
these elements would help to regenerate not only the disadvantaged regions but 
also the whole national economy (Armstrong and Taylor, 2000).   
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The UK government’s view about the benefits of regional policy changed radically 
during the early 1990s. Location controls had already been abolished in 1982 and 
the areas eligible for assistance were drastically cut back (see Armstrong and 
Taylor, 2000 for a detailed overview). Besides, the north-south divide was eroded 
by a substantial regional convergence in unemployment during the recession of the 
early 1990s. These trends were acknowledged in the revised Assisted Area map 
after 1993 that reflects sub-regional and local spatial disparities. For the first time, 
smaller Assisted Areas were included in the map. These were located in London, 
South East and Eastern regions and were labelled Intermediate Assisted Areas.  
The 1995 White Paper on Regional Industrial Policy stated that “the Government 
recognises the importance of embracing the competitiveness of the Assisted Areas. 
There has been a refocusing of regional industrial policy to reflect its role in 
achieving both economic and social objectives”. As Taylor and Wren (1997) 
pointed out, the main factors at the heart of this change concern the following:  

1. it became increasingly recognised that the less well-off areas could play a 
substantial role in improving the competitiveness of the UK economy as a 
whole; 

2. Regional Selective Assistance (RSA) is one of the few kinds of state aid to 
large firms permitted by the European Commission; 

3. the European Union’s Structural Funds have become increasingly 
important as a means of improving the economic performance of the UK’s 
less well-off areas; 

4. the EU’s Structural Funds are now strongly focused on funding regional 
development programmes as opposed to individual projects.  

This last point led to the formation of regional partnerships (i.e. local authorities, 
TECs43, economic development agencies and voluntary organisations), which 
apply for EU funding to support the economic regeneration of their particular area.  
The 1998 Competitiveness White Paper stressed the role of SMEs in government 
policy thinking, as emphasised in this quotation: ‘the Government’s aim is to 
create a broadly-based entrepreneurial culture, in which more people of all ages 
and backgrounds start their own business’. Besides, the White Paper announced 
the refocusing of support towards high-quality knowledge-based projects which 
provided skilled jobs.  
Another aspect that characterised regional policy in the 1990s has been the 
organisational change. The delivery of central government policy is now 
administrated on a spatial basis, rather than, along strict departmental lines. The 
shift from a centralised to a more decentralised regional policy model led to a 
patchwork of overlapping policy remits and competing levels of governance. As a 
result, a threefold model of regional policy governance in the UK can be identified 
(Gray, 2003): 

• the deconcentration of regional policy – in which central government 
unbundles its organisation but not its authority regionally; 

•  the devolution of regional policy – the full transfer of all authority in 
regional policy competencies to sub-national level; 
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• the decentralisation of regional policy – in which administrative authority 
is transferred to a regional level, but not the authority to determine 
strategies and budgets. 

The deconcentration of regional policy can be seen in the continuing existence of 
the government offices in the English regions, whose goal is to support and 
improve the way government works in the regions. The objective of the 
government office network is to bring coherence to the delivery of government 
policy in the regions and add value to the process by exploiting synergies, working 
constructively with regional and local partners, promoting value for money, and 
removing obstacles to effective local implementation. The government offices also 
implement specific programmes such as European Structural Funds as well as 
dealing with planning and other casework. 
The devolution of regional policy was achieved with the creation of the devolved 
Scottish Parliament and Welsh Assembly.    
The decentralisation of regional policy is evident in the establishment of the 
Regional Development Agencies (RDAs) in the English regions; setting up of a 
Scottish Parliament and Welsh Assembly with significant powers for economic 
development; special arrangements for London (such as the London-wide RDA 
and a new Greater London Authority) and the creation of a new Assembly in 
Northern Ireland with full legislative and executive authority over all policy areas 
previously associated with the Northern Ireland Office (Yuill and Wishlade, 
2001).44  
The creation of an RDA in each region was one of the major policy responses to 
the perceived weakness of agencies without the capacity and legitimacy to 
orchestrate economic development.45 Eight English RDAs came into existence in 
April 1999 and the last RDA was established for London in 2000. The objectives 
of each RDA are as follows (DETR, 1999, cited in Robert and Bennewoth, 2001): 

• to further economic development and regeneration of its area; 
• to promote business efficiency, investment and competitiveness in its area; 
• to enhance the development and application of skills relevant to 

employment in its area; 
• to contribute to the achievement of sustainable development in the United 

Kingdom where it is relevant to its area to do so.  
Although the RDAs were initially established to create a strategic dimension to 
economic development in the regions, their powers were greatly extended in 
response to the Treasury 2002 Spending Review. Regional Selective Assistance 
decision-making authority was transferred from the Government Offices to the 
RDAs.  
As Table 6.27 shows, the total funding allocation to the RDAs in 2003-2004 was 
just under £1,800 million per year. In 2002-03, the Department of Trade and 
Industry (DTI) provided $161 million of the £1,625 million available to the RDAs. 
While, in 2003-04, the DTI contributed £272.9 million of the £1,896 million 
available. In 2004-2005, the total funding allocation is £1,864 and the DTI will 
provide £224.9 million.  
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Table 6.27: Total government funding for Regional Development Agencies (£ million) 

Regional Development Agencies  2002-03 
budget 

2003-04 
budget  

 

2004-05 Plans  

One North East (ONE) 208 226 225 
North West Development Agency (NWDA) 283 334 341 
Yorkshire Forward (YF) 206 266 256 
East Midlands Development Agency (EMDA) 106 132 121 
Advantage West Midlands (AWM) 209 254 230 
East of England Development Agency 
(EEDA) 

82 86 90 

South East of England Development Agency 
(SEEDA) 

109 144 124 

South West of England Regional Development 
Agency (SWERDA) 

101 104 107 

London Development Agency (LDA) 287 319 326 
Reserve  35 30 97 
Total  1,625 1,896 1,864 

Sources: DTI Departmental report (2004) 
(www.dti.gov.uk/expenditureplan/report2004/pdfs/section_b/the_executive_agencies.pdf); 
(www.dti.gov.uk/expensitureplan/report2003/pdfs/section_c/regional_growth.pdf).  

 
Before carrying on with the description of policy measures, it is important to stress 
that during the 1990s, there was a shift in policy goals from efficiency to equity. 
Although, government rhetoric continued to stress national competitiveness, in the 
latter half of the 1990s there was a growing emphasis on the social objective of 
regional policy. Urban policy in Britain has now been almost completely redirected 
towards the reduction of social exclusion and similarly regional policy is following 
this trend. A strong campaign is under way to redirect regional policy as a 
component of industrial policy towards the social exclusion agenda (see Armstrong 
and Taylor, 2000).  

       
Policy measures and firm relocation  

 
There are about 20 principal business programmes in the UK and they mainly 
focus on SMEs. They can be distinguished into six categories: (i) investments and 
development; (ii) innovation; (iii) internationalisation; (iv) start-up; (v) 
disadvantage categories; (vi) Structural Funds (Salvador, 2003).  
We will focus on the first of the above listed categories, because it includes two 
grant schemes promoting firm relocation in the UK: the Regional Selective 
Assistance (RSA) and the Enterprise Grant Scheme (EGS). Until April 2002 both 
Regional Selective Assistance and Enterprise Grants in England were administered 
by the Government Offices in each region.46 Since April, the responsibilities of the 
Government Offices have been transferred to the Regional Development Agencies 
(RDAs) in respect of RSA grants of less than £2 million and to the Small Business 
Service in respect of Enterprise Grants (see DTI, 2003).  
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Table 6.28: Expenditure on regional preferential assistance to industry in Great Britain, 1984-94  

 Expenditure on regional preferential assistance 
(£mln at constant 1984/85 prices) 

 1984/85 to 1988/89 1989/90 to 1993/94 
 

Form of assistance  
Expenditure 

(£mln) 
 

% 
Expenditure 

(£mln) 
 

% 
Regional Development Grant (1)  1,701 59.3 311 20.3 
Regional Selective Assistance  629 21.9 652 42.6 
Regional Enterprise Grant  1 0.1 37 2.4 
Land and Factories (2) 423 14.8 426 27.8 
HIE (3) 84 2.9 70 4.6 
MWD (4) 29 1.0 43 2.3 
Total  2,867 100.0 1,530 100.0 

(1) The Regional Development Grant was abolished in 1988 but commitments continued into later years; (2) Land 
and factories: expenditure by the former English Estates, Scottish Enterprise and the Welsh Development Agency 
on land and factories in the Assisted Areas; (3) HIE: Highlands and Islands Enterprise (previously the Highlands 
and Islands Development Board); (4) MWD: Mid-Wales Development (previously the Development Board for 
Rural Wales). 
Source: House of Commons (1995), in Taylor and Wren (1997)  

 
The RSA scheme began in the early 1970s and it was primarily devoted to reducing 
unemployment rates in disadvantaged areas.47 It is the main scheme of financial 
assistance to industry in Great Britain. As presented in Table 6.28, since the 
abolition of the Regional Development Grant in 1988, RSA has become the 
primary component of UK government expenditure on regional policy. Its 
advantage over automatic support is that it can be tied directly to job creation and 
denied to projects that do not fulfil ex ante grant-per-job conditions (Swales, 1997). 
In addition to the conditions on job creation and investment, RSA is associated 
with a number of other criteria that define the scheme eligibility. These criteria 
have changed over time, and as well as seeking further improvements in cost-
effectiveness, they have other motivations that include a reduction in expenditure 
by restricting take-up, greater efficiency in administration and the promotion of 
national as well as regional objectives (Wren, 2004). 
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Table 6.29: Appraisal criteria of the Regional Selective Assistance and the Enterprise Grant 
Criteria Regional Selective Assistance  Entreprise Grant 

Location  
Projects must be undertaken in the Assisted 
Areas, as recognised by the European 
Commission. 

Applicants must be small to medium-sized 
companies in designated Enterprise Grant Areas. 
These are the Assisted Areas and further areas 
designated by a flexible national measure to aid 
regional development and to respond quickly to 
local crises.  

Quality  Additional emphasis is given to upgrading 
skills and technology. Four key factors are 
used to determine the quality of projects: 
wage levels, sustainable employment, R&D, 
and training.  

Preference is given to high growth businesses 
seeking to maximise value-added projects with 
quality output. Projects are measured against 
quality factors, these include supply chain 
improvements; R&D; training; salary levels; 
innovation; environmental sustainability; and 
national and regional benefits.  

Jobs  The project must create or safeguard jobs. 
Those service sector projects which serve 
purely a local market do not generally 
qualify.  

It is not essential for a project to create jobs in 
order to qualify for the grant. 

Maximum 
Grant  

There are no limits on the number of RSA 
grants a company may apply for. Grants are 
subject to European Community ‘Net Grant 
Equivalent’ ceilings ranging from 10% to 
35% of the value of the eligible capital 
expenditure, according to the status of the 
Assisted Areas. There is a separate 
calculation for job grants, based on wage 
costs.   

Enterprise Grant applicants are allowed any 
number of grants up to a combined total of 
£75,000. the maximum grant available is 15% of 
eligible expenditure, apart from medium-sized 
firms in Tier 3 areas who may receive up to 
£37,500 or 7.5% of eligible costs.   

Eligible 
expenditure  

The project must involve capital expenditure 
(of more than £500,000 in England) on fixed 
assets, such as property, plant and 
machinery; however, where this expenditure 
is insufficient, the grant may be assessed 
against new jobs created. Expenditure can 
relate to expansion, modernisation or the 
establishment of a new company.    

Maximum eligible expenditure is £500,000 and 
must relate to equipment, plant and machinery; 
some associated one-off costs such as the 
acquisition of patents; and associated land, site 
preparations and buildings.  

Viability  Businesses and projects should have good 
prospects of viability and help the business 
to become more competitive. The project 
will normally be expected to become 
profitable within 3 years, to make 
commercial sense and to contribute towards 
enhancing local and national economic and 
industrial performance.    

Business and projects should be viable, and the 
project will normally be expected to become 
profitable within three years.  

Additionality  Applicants must demonstrate that the grant is necessary to enable the project to proceed as 
envisaged in terms of nature, scale, timing or location. This may be to meet a funding gap, to 
reduce the risks associated with the project, or to influence the choice of location of a mobile 
project.   

National and 
regional 
benefit  

All projects should contribute positive benefits to both regional and national economies. 

Prior 
commitments  

Project appraisal must have been completed and formal offer of assistance issued, before the 
applicants enter into a commitment to proceed with the project.  

Other 
funding  

The greater part of funding for the project should be met by the applicant or come from other 
sources in the private sector.  

Displacement  Projects which are likely to create over-capacity, or which simply displace jobs from other 
areas, or aim to relocate jobs from one part of the country to another, are not eligible for 
assistance.  

Source: Elaboration of Regional Selective Assistance and Enterprise Grant scheme criteria (DTI, 
2003) 



141  

To be eligible for RSA, projects must have a net positive impact on Assisted Areas 
employment levels (Objective 1 and 2), create and safeguard jobs, help to attract 
and retain internationally mobile investment and to contribute to the regeneration 
and competitiveness of the regions. It is especially necessary to show that the 
project could not be realised without a grant (Table 6.29). The RSA provides 
discretionary grants to large capital investment projects and is operated by the UK 
central government, so it is essentially a national scheme, with the larger cases 
determined centrally in London (Jones and Wren, 2004).48 The project must 
involve capital expenditure of more than £500,000 of fixed assets (property, plant 
and machinery). The subsidy amount varies from 5% to 15% of the project 
investment, which must be in existence for at least five years. The minimum public 
share is £75,000 and the average cost for each new job is £4,000. A manager is 
assigned to each project in order to assist the investor in the bureaucratic 
procedures. The implementation of the projects that require a public share less than 
£2 million is one of the scopes of the RDAs; while larger projects are supervised 
by the DTI. The RDAs make use of the Business Link network.  
The RSA was originally aimed at the manufacturing industry but has been 
increasingly used to support service sector businesses markets beyond the local 
level (e.g. retail activities, hotels and restaurants do not qualify). Applicants can be 
companies, partnerships or sole traders. Assistance is provided to establish a new 
project or expand/modernize an existing business, to set up research and 
development facilities, or to take the next step from development to production.  
An important change was made to RSA in 1984 when it was no longer available to 
plants relocated within the UK, and displacement was taken into account in 
deciding the offer. This was a major change in the orientation of regional policy, 
which since the early post-war period had been about encouraging firms to relocate 
in the regions (Wren, 2004).   
Only jobs directly created or safeguarded by the applicant can be taken into 
account for the RSA, but projects which are likely to create overcapacity, or which 
simply displace jobs elsewhere in the UK, or aim to relocate jobs form one part of 
the country to another, are not eligible for assistance. The emphasis in the scheme 
has changed from being mainly that of jobs creation and retention, to an emphasis 
on competitiveness, raising productivity and gaining improvements in the skills 
base and securing internationally mobile investments. One of the key regional 
policy statements of the 1998 Competitiveness White Paper was the commitment 
to review Regional Selective Assistance (RSA) so that it could ‘focus support more 
on high-quality, knowledge-based projects which provide skilled jobs’. 
The most recent evaluation of the RSA, referring to 1991-1995, is presented in the 
next section.  
As a complement to the RSA, the Enterprise Grant Scheme (EGS) was introduced 
on January 2000. “The rationale for EGS lies partly in a failure in the local labour 
markets and partly in a failure of the capital markets. Experience, from previous 
RSA evaluations, points to a capital subsidy, focussed on higher quality projects 
being a cost effective way of addressing the failures” (from ROAME Statement for 
the Enterprise Grant Scheme, December 1999 in DTI, 2003). The EGS is also a 
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discretionary scheme which substitutes the RSA, in England, in case of projects 
with an investment amount equal or lower than £500,000, but available to SMEs 
only.49 Those might be high value added investments providing high productivity 
levels and a higher number of skilled jobs. The EGS operates in Enterprise Grant 
Areas, which include the Assisted Areas (Tier 1 and 2 areas), and Tier 3 areas 
outside the Assisted Areas designated to include areas with particular social 
problems. 
The EGS substitutes the RSA, in England, in case of projects with an investment 
amount equal or lower than £500,000. The subsidy amount varies according to firm 
size. In general, small firms can receive at most 15% of the gross investment while 
medium-sized firms are awarded 7.5% if they are located in Objective 3 areas and 
15% in Objective 1 and 2 areas.50 The Small Business Service (SBS) is responsible 
for the management and implementation of the projects. As for the RSA, the 
Business Link network offers support to the investors. The selection criteria of the 
EGS differ from those of the RSA in three important respects: (i) projects do not 
have to create or safeguard jobs; (ii) the application and appraisal process has been 
streamlined; (iii) grant is available in a broader range of areas (see Table 6.39). 
Besides, particular attention is placed to the project contribution to the vocational 
training. The evaluation of the programme is scheduled every three years, thus, the 
first evaluation is forthcoming. 

 
6.4.3 A focus on the Regional Selective Assistance51 

 
As Wren (2004) emphasised, Regional Selective Assistance is one of the UK’s 
longest-running industrial support schemes, and as such it is perhaps the most 
heavily evaluated scheme, with the government carrying out evaluations for the 
periods 1980-84 (King, 1990), 1985-88 (PACEC, 1993) and 1991-95 (AEP, 2000). 
This section presents the more recent evaluation of the RSA, covering the period 
1991-1995. In 1991-199552, £1.1 billion was offered in grant to 5,377 projects, 
which were expected to create and safeguard 210,392 gross jobs (Table 6.30). 
Some £0.9 billion had been paid out at the time of the evaluation53, with payments 
completed in the vast majority (79%) of projects.  
As Table 6.31 shows, over half of all projects involved a development at an 
existing site either as a new project or modernisation or expansion. New start-ups 
and branch plants (partial relocation) accounted for 28% of all projects. Transfers 
to new sites in the same travel-to-work area were typically smaller projects 
accounting for 15% of the projects, but 6% of the grants. Buy-outs or acquisitions 
represented the smallest overall category by project numbers, although grant offers 
were relatively high compared to other project categories.  
Companies in the manufacturing sector continued to be the main beneficiaries, 
accounting for 84.2% of projects and 91% of grants awarded. Manufacturing firms 
employ 89% of the jobs. However, the scheme is not marketed to particular sectors. 
It rules out assistance to most consumer-type services serving a purely local 
market, because of their displacement effects (DTI, 2003). As concerns 
investments’ origin, almost 90% of projects were from UK-owned companies 
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which received 50.7% of the grants offered. By contrast, internationally-owned 
companies accounted for 10% of investments in number and less than 50% of 
grants (Table 6.32). This means that foreign companies accounted for £1,019,000 
average capital value and UK firms for less than one-tenth of the value of the 
foreign mobile projects (£119,500). 
On the other hand, grant rates (grant offered as a proportion of project capital 
stock) do not exhibit any significant variation in general between the six categories 
of projects. Hence, larger scale projects are implemented by internationally-owned 
companies (see Stone and Peck, 1996). A previous evaluation of the RSA showed 
that in 1991-1994 over 40% of the financial incentives had gone to foreign-owned 
companies, a percentage which rose to over 70% in the case of electrical 
engineering industry. Besides, over 85% of the regional financial assistance 
covered by overseas firms had gone to large firms and only 10% has been taken up 
by small firms (Taylor and Wren, 1997). 
The lack of data about the origin of UK firms as well as about the number of new 
branches does not allow an analysis of core-periphery partial relocation.  

 
Table 6.30: Approved projects in 1991-1995  

Number 
of projects 

 

Total grant 
offered 
(£000s) 

Total grant 
paid (£000s) 

% grant 
paid 

Average 
total project 
capital cost 

(£) 

Jobs expected 

5,377  1,137,408 889,454 78.2 1,646,931 210,392 
Source: Elaboration on AEP (2000) 

 
Table 6.31: Number of projects and grant offered by project type  

 Number 
of projects 

% of total 
projects 

% of total grant 
offered 

Start-up of RSA eligible activity at a 
new site including new branch plants  

1,506 28.0 30.0 

New projects on an existing site  738 13.7 24.1 
Modernisation/expansion at existing 
site  

2,053 38.2 33.8 

Transfer to a new site in the same 
travel-to-work area  

820 15.3 6.3 

Transfer to a new site not in the same 
travel-to-work area  

194 3.6 2.5 

Buy-out or acquisition  66 1.2 3.4 
Total  5,377 100.0 100.0 

Source: Elaboration of AEP (2000) 



144  

 
Table 6.32: RSA applications by location of ownership  

Number of RSA applications Grant awarded  
No. % (£000s) % 

UK 
 

4,827 
 

89.8 
 

576,920 
 

50.7 
Non-UK 550 10.2 560,486 49.3 
Total  5,377 100.0 1,137,407 100.0 

Source: Elaboration of AEP (2000) 
 

Table 6.33: RSA offers by type of Assisted Areas in 1991-1995  

 Number of 
awards 

Total grant 
awarded 

Total RSA 
supported capital 

investment  

Jobs expected  

 No. % £000s % £000s % No. % 
Total, of which: 5,377 100.0 1,137,407 100.0 8,855,548 100.00 210,392 100.00 
Development 
Areas  

2,823 52.5 808,676 71.1 5,678,678 64.1 121,773 57.9 

Intermediate 
Areas  

2,554 47.5 328,731 28.9 3,176,870 35.9 88,619 42.1 

Source: Elaboration of AEP (2000) 
 

Table 6.34: Grant awarded by region and county  

Location  DA grant 
offered 
(£000s) 

DA 
grant as 
a % of 
total  

IA grant 
offered 
(£000s) 

IA grant 
as a % 
of total  

Total grant 
offered 
(£000s) 

% of 
total 
grant 

offered  
England of 
which: 

310,508 27.3 183,593 16.1 494,101 43.4 

  East Midlands  6,418 0.6 5,216 0.5 11,634 1.0 
  Merseyside 44,875 3.9 0 0.0 44,875 3.9 
  North East 109,186 9.6 8,841 0.8 118,027 10.4 
  North West  37,098 3.3 37,324 3.3 74,422 6.5 
  South West 14,240 1.3 23,238 2.0 37,478 3.3 
  West Midlands  63,744 5.6 57,051 5.0 120,795 10.6 
  Yorkshire  
  &    Humberside

32,589 2.9 39,156 3.4 71,745 6.3 

  East  0 0.0 3,394 0.3 3,394 0.3 
  London  0 0.0 4,589 0.4 4,589 0.4 
  South East  2,358 0.2 4,784 0.4 7,142 0.6 
Wales    180,677 15.9 97,514 8.6 278,191 24.5 
Scotland  317,491 27.9 47,624 4.2 365,115 32.1 
Total  808,676 71.1 328,731 28.9 1,137,407 100.0 

Source: Elaboration of AEP (2000) 
 
As shown in Table 6.33, the number of grant award was split evenly between the 
Intermediate and Development Areas. Projects in Development Areas were larger 
because of higher grant rates and cost per job limits in development areas. 
Development Area projects were offered an average of £286,460, while projects in 
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Intermediate areas were offered an average of £128,712. The average grant award 
per forecasted job was £6,641 in Development Areas and £3,709 in Intermediate 
Areas. The proportion of the total population covered by Assisted Areas 
designations was higher in Scotland and Wales than in England. Almost 72% of all 
projects were located in England, with Wales and Scotland accounting for 13% and 
15% respectively. Table 6.34 illustrates the regional distribution of grants awarded. 
It suggests that whereas some 72% of projects were located in England, these had 
accounted for just 43% of grant, reflecting the more limited Development Area 
Status in England. 
The key points of the analysis can be summarised as follows:  

• by the end of 1998, 79% of the projects that had received grants were 
physically complete; 

• awards to individual projects in Scotland and Wales were typically larger 
than those in England, largely reflecting the higher proportion of 
Development Areas, relative to Intermediate Areas and a large average 
project size; 

• the largest category of projects (by number and grant offered) comprised 
modernisations, expansions and new projects at existing sites. 

• non-UK-owned projects accounted for 10% of the overall number of 
awards, 

• but by value accounted for just under half of the grant awarded,  
• in sectoral terms, manufacturing industries dominated the RSA projects, 

accounting for 84% of projects and 91% of grant awarded.54 
In the next section a comparison of the regional policy measures in the three 
countries and their impact on firm migration will be presented.  

6.5 Summary and concluding remarks  
 
The present chapter provided an answer to questions 2 by describing the regional 
policies in 1945-2000s in Italy, the Netherlands and the United Kingdom and by 
emphasising the correlation between the policies’ theoretical framework and the 
measures that have been adopted to promote core-periphery relocation. Besides, the 
chapter partially answers to question 3 by investigating the impact of policy tools 
on core-periphery relocation using as a parameter the amount of granted 
investments. Finally, Hypothesis 2 is tested by providing evidence on the cases of 
Italy, the Netherlands and the United Kingdom.  
Within the framework of what we have defined the traditional approach, in the 
three countries regional incentives were offered to firms, mainly in the form of 
capital grants, as stimulants to locate to the problem areas. In Italy, financial 
incentives were granted to firms moving from the core areas in the centre-north to 
the depressed regions in the South (Intervento Straordinario development policy). 
The state-owned firms (Partecipazioni Statali) had to place at least 40 percent of 
their total investment in the Mezzogiorno and 60 per cent of their new plants.   
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In the same period, in the Netherlands, financial incentives (i.e. the IPR investment 
premium) were awarded to firms locating in development nuclei within the 
designated problem regions.  
In the UK, a variety of policy incentives were introduced to reduce unemployment 
in the Assisted Areas. These comprised loans and grants to firms (i.e. Regional 
Development Grant and Regional Selective Assistance) and permits to build 
factories and establish industrial estates (i.e. Land and Factories grant). 
In the 1980s, the spreading regional policy came under sustained attack in most of 
the European countries. As a consequence, since the beginning of the 1980s, the 
traditional approach was partially superseded by the contemporary approach, which 
focuses on the creation of appropriate framework conditions for business 
development (‘business climate’) and is based on integrated regional development 
plans and strategies, designed and delivered by partnerships of regional and local 
actors. Nevertheless, regional policies promoting core-periphery relocation are still 
in place. In Italy, in 1980-2000s, the policy measures adopted were of two main 
types: a semi-automatic system of incentives (Law 488) and partnership-based 
instruments or regional strategies (Negotiated Plans). While Law 488 is a grant-
based measure, the tools of the Negotiated Plans (Territorial Pact, Program 
Contract and Area Contract) are of a different nature (Table 6.35). Their aim is to 
promote the local context and encourage cooperation among different actors (firms, 
local institutions, central institutions). Although each has its own characteristics, 
Law 488, PC and AC promote the relocation of external investments to the 
Mezzogiorno. Firms, independent of size, operating in the industry, services and 
tourism, either national or foreign, are subsidised by Law 488 to invest in the 
depressed areas of the country through new plants, expansions, renovation. Large 
companies (national or foreign) or consortia of SMEs and representatives of the 
Italian industrial districts are eligible for PC incentive to realise industrial 
investments together with R&D centres and projects and training of personnel.55 
Finally, new initiatives and expansions (national and foreign) in industry, agro-
industry, services and tourism are subsidised by the AC to locate in the crisis areas 
of the country. Nevertheless, the analysis on investments in the south which have 
been promoted by Law 488 shows a negligible amount of investments coming from 
the centre-north (5%). On the other hand, the AC and PC tools attracted on average 
a larger volume of ‘external’ projects. In the case of the AC area of Manfredonia, 
the “twinning”, between entrepreneurial associations in the north and south, played 
an important role. Those investments, promoted by both Law 488 and PC, are 
mainly of large medium size, while those subsidised by the AC are smaller, on 
average. Most of the projects receiving grants in the south are capital-intensive and 
belong to ‘scale-intensive’ and ‘traditional’ sectors, which are the typical sectors of 
the southern economy. This outcome emphasises and reinforces the north-south 
dualism because it does not induce a diversification of the southern production 
basis.  
The goal of regional policy in the Netherlands in 1990-2000s is no longer to 
establish interregional equity but to strengthen the competitiveness of all regions, 
with a specific effort on reinforcing the economic structure of the peripheral areas 
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(northern provinces, Flevoland, South Limburg, Twente and Overijssel), through 
regional incentives and strategies, and framework measures (Table 6.34).  
 
Table 6.35: The components of regional policy in Italy, the Netherlands and the United Kingdom 

Countries Regional 
Incentives 

Framework 
Measures 

Infrastructure 
Provision 

Regional 
Strategies 

Italy  
Grant-based Law 
488, plus 
automatic fiscal 
assistance 

 
/ 

 
/ 

Negotiated plans 
(specified 
development 
objectives) 

Netherlands  Grant-based, IPR  TIPP: to help 
develop 
strategic 
business 
locations  

Regional 
covenants to 
help coordinate 
investment 
spending  

Programme for the 
North; Regional 
Covenants; TIPP 

United 
Kingdom  

Grant-based, 
Regional Selective 
Assistance (RSA)  

Shift to business 
environment-
focused 
initiatives  

 
 
/ 

RDAs in England; 
NEDF in Scotland; 
NI strategy 2010 

Source: Elaboration on Yuill and McMaster (2001) 
 
Table 6.36: Regional incentive types in the three countries  

Country Incentive Incentive type 
  CG IRS TC DA LRS TRA 

Italy  
Law 488 
Automatic fiscal assistance 
‘Negotiated plans’ (PC, AC, TP)

√ 
 
√ 

  
√ 
 

   

Netherlands  
Regional investment project 
grant (IPR) 

√ 
 

   √ 
 

 

United 
Kingdom: 

Regional selective assistance  
(RSA) 

√ 
 
 

 
 

 
 

 √ 
 
 

 

CG = capital grants; IRS = interest or loan-related subsidies; TC = tax concessions; DA = 
depreciation allowances;  
LRS = labour-related subsidies; TRA = transport concessions.  
Source: developed from Yuill, Bachtler and Wishlade (1999) (Yuill and McMaster, 2001)  
 
Among the policy tools, the Centralised and Decentralised IPR premiums support 
relocation to the northern provinces. Both the IPR premiums are eligible for basic 
firms that sell 50% or more of their output outside the region where they are 
located. The eligible sectors for the Centralised IPR are industry, services, head 
offices, laboratory and tourism, while basic firms, head offices, pilot plants and 
laboratories are eligible for the Decentralised IPR. The analysis of the projects that 
have been granted Centralised and Decentralised IPR premiums has showed, 
however, negligible relocations from the Randstad and from abroad. Indigenous 
investments, in the form of expansion projects, dominate the scene. Nevertheless, 
such projects are more effective than new establishment projects in terms of 
amount of investment per job created. The investments subsidised by the IPR are 
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mainly in capital- and labour-intensive industry sectors, with knowledge-intensive 
sectors in the third position. The knowledge-intensive industry registers the highest 
level of job creation.  
Regional policy in the UK in 1990-2000s focused on improving competitiveness of 
industry in international markets, promoting indigenous development in the 
disadvantaged regions, stimulating entrepreneurship, small firms and new 
technology. Among the other business programmes, the regional incentives which 
subsidise core-periphery relocation are the RSA and EGS. These are 
‘discretionary’ grant schemes, which contribute to the attraction of investments 
(both manufacturing and services) in the Assisted Areas. RSA and EGS are not 
directed to specific sectors; they focus on high-quality, knowledge-based projects 
which provide skilled jobs. The focus is mainly on foreign investments and new 
projects because the measures are not available to plants relocating within the UK, 
which displace jobs. The analysis showed that manufacturing sectors were the main 
beneficiary of the RSA grant, while most consumer-type services, purely serving 
the local market, are excluded because of their displacement effects. UK firms 
account for one-tenth of the value of the foreign mobile projects. These are larger 
than national investments. Unfortunately, lack of data does not provide us with a 
picture of core-periphery firm relocation. However, we can assume a negligible 
amount of those types of projects because of the RSA criteria. 
The analysis of the core-periphery policy measures in the three countries 
emphasised that call for changing the focus of regional policy has been more in its 
philosophy than in its practice. The measures promoting core-periphery relocation 
are of “old fashioned” type. Capital grants are the favourite incentives in the three 
countries (Table 6.36). Fiscal aids are not so common and take the form of tax 
concession, as in the case of Italy. There are no significant fiscal depreciation 
allowances in the countries of analysis and in the member states, in general. On the 
other hand, labour subsidies are part of regional policy in the United Kingdom and 
in the Netherlands. They can take the form of ‘free standing’ labour-related 
subsidies (such as employment grants or social security concessions) or job-related 
components of the main regional grant scheme.  
Nevertheless, the old-fashioned tools promoting core-periphery firm relocation in 
the three countries mainly differ in the aim, typology and eligibility of the 
subsidies. While the Italian and Dutch measures promote the location and 
relocation of business establishments in the peripheral areas, RSA and EGS are not 
available to plants relocating within the UK, which lead to job displacement. This 
represents a major change in the orientation of the UK regional policy, which since 
the early post-war period had been about encouraging firms to relocate in the 
regions. Regional policy in the UK mainly fosters the attraction of internationally 
mobile investments, and the data on RSA-granted projects showed that the country 
succeeded in this goal.  
Another relevant difference of the tools is the appraisal criteria. While Law 488 
and AC are applicable to almost all sectors, and to new plants, expansion and 
renovations, the IPR is directed to basic firms which are not tied to a specific 
establishment location and which sell 50% or more of the output outside the region 
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of location. Furthermore, the RSA and EGS focus on high-quality, knowledge-
based projects which provide skilled jobs. Besides, the amount of maximum grant 
differs. While it is strictly defined in the Dutch and British cases, it is more flexible 
in the Italian case where other public tools are applicable, as well.56  
Another aspect worth mentioning, concerns the shift from a centralised to a more 
decentralised regional policy model which led to the establishment of eight 
Regional Development Agencies in the English regions. These RDAs legitimately 
to orchestrate economic development in less developed areas and since April 2004 
the RDAs administrate the RSA grants of less than £2 million. By contrast, the 
development agencies in the Netherlands and in Italy have a limited authority. 
Their aim is to improve the socio-economic structure of the areas they act for but 
they do not administrate grants. Nevertheless, while the NOM development agency 
in the Netherlands assists investors in the location process, providing subsidy 
advice and financing participation, the power of the AC agencies is very limited.  
The macro-analysis of the grant-receiving projects in the three countries has 
partially provided an answer to question 3 especially as concerns the impact of 
regional policy on firm relocation, in terms of number of projects, investments’ 
characteristics and amount of subsidies. The analysis has shown that in both the 
periods (1945-1980s and 1990-2000s) the majority of investments are in the 
manufacturing sector and they are capital-intensive, as a consequence of the 
incentive provided. Nevertheless, in 1990-2000s the Italian Mezzogiorno shows a 
concentration of ‘scale-intensive’ and ‘traditional’ sectors, which does not induce a 
diversification of the southern production basis. The investments subsidised by the 
IPR are mainly in capital- and labour-intensive industry sectors and knowledge-
intensive sector ranks third but it registers the highest level of job creation. The 
main beneficiary of the RSA grant is industry and the larger investments are 
foreign mobile projects. Besides, in the three countries, policy measures have 
subsidised more indigenous investments than external investments.  
Notwithstanding the decreased role of regional incentives in five decades, it can be 
stated that they have been amongst the most durable and significant regional policy 
instruments.57 This reflects their general visibility, the importance of attracting 
inward investment in many regional development strategies and the strong 
competitive (and political) pressure to ensure that firms in the problem regions are 
appropriately supported. Although indigenous development remains very much at 
the heart of regional policy in the three countries, the merit of a certain amount of 
inward investment as part of a balanced regional development strategy is now 
widely accepted.  
Nevertheless, a first sign of change has been provided by the most recent 
Memorandum of Dutch regional policy, whose outcome will become clear in the 
months after the publication of this book. It has been announced that after the year 
2006, the special incentives for the Northern Netherlands will be suppressed and 
the focus will be on reinforcing the areas of the country which are already strong. 
A compromise, including a 50%-cut in the special incentive program for the period 
2006-2010, and a full stop thereafter, seems to be under way. 
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To conclude, it can be stated that, in the course of time, in the three countries there 
has been a decrease share of regional policy budget as well as of the budget for 
relocation incentives promoting core-periphery movement. Regional policy 
measures, in general, did promote core-periphery relocation but with varying 
degrees of success in the three countries. This may be related to the premium 
percentage for business investments, which, for instance, in 1980-2000s totalled to 
15-30% in the Netherlands, 50-70% in Italy and 10-350% in the United Kingdom 
(Table 6.37). 
 
Table 6.37: Firm relocation and regional policy in Italy, the Netherlands and the United Kingdom 
(1945-2000s).  

 Italy The Netherlands The United Kingdom 

 

Regional policy budget, as part of national 
budget  

   

 

Budget for relocation incentives, as part of 
the total regional policy budget  

   

 

Occurrence of interregional firm relocation 

   

 

Premium percentages of the relocated 
investment (1980-2000s)  

 

(50-80%) 

 

(15-30)* 

 

(10-35) 

* The largest variation of the IPR premium in the post-war period occurred in the 1980s (between 15% to 35%) in 
various parts of the assisted areas.  

 

 

 

 

                                                 
1 With the exception of Denmark where regional incentives were completely withdrawn in 1991. 
2 See, among others, SVIMEZ, various years; Aronica et al. (2000); Camagni (1983); Saraceno 
(1980) and Giordano and Greco (2003).  
3 In the Southern Italy income per capita was 47% lower than Italian average; agriculture accounted 
for 55% of the employment (34% in the Centre-North); industrialisation rate was one third of the 
value of the rest of the country (see, among the others, SVIMEZ, 1998).  
4 Administratively the South is usually taken to include the regions of Abruzzo, Molise, Campania, 
Basilicata, Puglia, Calabria, Sicilia and Sardegna, although the Cassa per il Mezzogiorno’s boundary 
includes much of the southern Lazio as well as small parts of southern Marche and a few minor 
Tuscany islands (King, 1985).     
5 The state-owned companies were: IRI (a conglomerate born after the banking crisis of the 1930s) 
and ENI (founded soon after WWII to secure oil procurement). Between 1958 and 1962 three more 
were founded: Egam (mining), Eagat (spa) and Efim (engineering and railways materials but then a 
pure conglomerate) (see Helg et al., 2000). 
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6 Act. No.634/1957, art. 2. By Act no. 853/1971, art.7, the percentages have been raised to 60 and 80, 
respectively.  
7 The sectors involved were: (i) basic sectors, such as iron and still  (the Italsider plant in Taranto, 
IRI-group), hydrocarbon and petrochemical products (the Anic plants of Gela in Sicily and Pisticci in 
Basilicata, ENI-group); (ii) mechanical sector (the Alfa-sud plant in Pomigliano d’Arco, near Napoli, 
IRI-group, started in 1968 but completed four years later); (iii) chemical sector (the Anic plant in 
Ottana, Sardinia, ENI-group); (iv) electronics; (v) food sectors.  
8 After 1969 there were just some joint-ventures with private capital, such as the Ottana plant (Anic-
Montedison). 
9 Labour costs were reduced through non wage labour costs exemptions (‘fiscalizzazione degli oneri 
sociali’) and reductions in social security shares  (‘sgravi dei contributi previdenziali’). 
10 For an overview, see SVIMEZ (1996), Del Monte (1998), Del Monte and Giannola (1997), Helg et 
al. (2000), Viesti and Capriati (2003); Barca (2001). 
11 MEF is an acronym for Ministry of Economics (Ministero dell’Economia e delle Finanze) and DPS 
stands for Department of Development Policies (Dipartimento delle Politiche di Sviluppo). 
12 Depressed areas are: Objective 1, 2 and 5b areas. Objective 1 areas are the Mezzogiorno regions, 
with the exclusion of Abruzzo since 1996; Objective 2 and 5b areas: areas in the Centre-North 
affected by “industrial crisis” and declining rural areas. These areas count 11,2 millions inhabitants 
that is more than half total of the population in the Mezzogiorno. It means that 56% of the population 
in Italy (31,7% millions) is involved in the intervention favouring the depressed areas.  
13 For an overview on Regional Aid Guidelines, see Wishlade, 2003.  
14 see www.ipi.it; Yuill and Wishlade (2001). 
15 With the ban “Environment”, Law 488 subsidises investments aiming to improve the environment 
(see www.ipi.it).  
16 With the ban “Smaller Islands”, Law 488 subsidies SMEs to open new branches or invest in 
existing branches located in the depressed areas of the municipalities in the smaller Italian Islands 
(see www.ipi.it).  
17 This distribution is made by national announcements for specific economic sectors.  Enterprises 
submit their plans to selected banks, evaluated by the Ministry, on the basis of different selection 
criteria.  One of the main criteria assigns higher probability of getting public funds as a decreasing 
function of the amount of public money requested. The set of economic, social and environmental 
indicators is efficient for those enterprises that primarily use private resources rather than public 
incentives, and the mechanism is flexible enough to satisfy regional strategic, territorial and sectoral 
priorities (Chiri et al.,1998; Viesti and Capriati, 2003). 
18 If we compare Table 6.5 with Table 6.6 we can see a difference of 3.779 projects in the south. This 
disproportion is due both to the different object of analysis and to the different time period 
considered. Tab. 6.5 concerns all the projects subsidised by the six bans while Tab. 6.6 only regards 
the Industry ban. In addition, the first table refers to the period 1996 till the beginning of the 2002 
while the second from the 1996 to the end of the 2002.  
19 See Santangelo (2004) for an overview on the location determinants of foreign firms in the Etna 
Valley.  
20 For a detailed description of the beneficiaries of the Program Contracts see SVIMEZ (2002), 
Giunta and Florio (2002) and Florio and Valsecchi (1998).  
21 The ACM is a limited co-operative company comprising 32 firms who supply components to Fiat 
in Melfi.  
22 Two additional contracts involve consortia of small southern companies (Unica and Tarì) that 
reflect the old productive vocations of the area (see Giunta and Florio, 2002). 
23 See Giunta and Florio (2002) for a discussion on the social costs and benefits of the program 
contracts.  
24 The position of the Responsabile unico is mainly filled by the Mayor or the by the President of the 
province.  
25 Delibera CIPE, 20 marzo 1997. For a detailed overview see Gastaldi et al.(2003).  
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26 These data have been published in Dipartimento per lo Sviluppo delle Economie Territoriali and 
SVIMEZ (2004), Il contratto d’area: strumento di attivazione e sviluppo degli investimenti produttivi 
nelle aree di crisi (The Area Contract: policy measure to promote and develop productive investments 
in the crisis areas), Presidenza del Consiglio dei Ministri, Rome.  
27 Nevertheless, investment premiums are also indirect ways of stimulating firm locations because the 
effect depends on the entrepreneur who is free to decide (Oosterhaven, 1996). 
28 The development areas were: South-West Groningen, Eastern Groningen, Eastern Friesland, South-
East Drenthe, North-East Overijssel, Eastern West Friesland (in the province of North Holland); 
South-West North Brabant; North-East North Brabant and Northern Limburg.   
29 For a detailed overview of the incentives over the years see Boersma (1980). 
30 The Randstad became an area eligible for assistance but it was not considered as an ‘assisted area’.  
31 In 1956, the Central Planning Agency and the National Spatial Planning Agency published a report 
focusing on this aspect and concluded that “sound decentralisation” was desirable.  
32  In this case 'basic-company' means that the nature of the company is not tied to an establishment 
location, that it stimulates the economic development of the establishment region and that at least 
50% of the turnover is realised outside the three northern provinces and the cities of IJsselham, 
Steenwijk, Brederwiede, Staphorst, Avereest, Ommen, Hardenberg, Gramsbergen, Den Ham and 
Vriezenveen. 
33 In this case 'basic-company' means that the nature of the company is not tied to a specific 
establishment location (service provision), that it stimulates the economic development of the 
establishment region and that it draws visitors mainly from outside the establishment region (tourism) 
and/or has clients mainly outside the establishment region (service provision). 
34 A restructuring project is a project involving such a fundamental change in one's production 
program that - by means of a new production method - new products will be produced, with which a 
new market can be reached and whereby the current range of products or services will (almost) be 
discontinued. 
35 The main findings of the Master thesis titled: “The role of Regional Policy; an Analysis of the 
Effects of IPR Premium Awards” (English translation) undertaken by Jeroen Westendoorp on behalf 
of SNN and the University of Groningen, Faculty of Spatial Sciences, are presented in this section. 
36 The IPR is targeted for the Northern province and two municipalities in Overijssel.  
37 It has been adopted the sector classification by Bureau Louter (2002) (see Table 6.22 in Appendix 
2). 
38 With unemployment approaching 3 million, as it did in 1933, the transfer of 20,000 workers per 
annum was unlikely to have much impact on regional disparities in the unemployment rate 
(Armstrong and Taylor, 2000).   
39 First, the introduction of the Corporation Tax in 1965 diminished the real value of the allowances, 
leading to the introduction of Investment Grants to restore the real value of the subsidy. Second, the 
Investment Grants were later viewed as expensive and in 1970 they were replaced by regionally 
differentiated first-year writing-down allowances, but which was reversed in 1972 by the introduction 
of the Regional Development Grant (RDG).  Third, spending fell in 1977 when construction and 
mining activities were excluded from RDG to curb public expenditure.  Finally, investment support 
fell dramatically with the recession in 1979, due to a depressed level of investment and take-up 
(Wren, 2004). 
40 In addition, a Selective Employment Premium (SEP) was paid to firms in these sectors, but this was 
withdrawn for firms outside of the Assisted Areas in the 1967 devaluation.  It coincided with the 
introduction of a Regional Employment Premium (REP), which was also payable at fixed amounts in 
respect of those employees eligible for SEP.  The combined subsidy was put at about 8 per cent of 
wages (McCrone, 1969), but in real terms expenditure on the premiums decreased in every 
consecutive year after their introduction, so that the rates were doubled in 1974 to restore their value.   
41 Discretionary assistance has a number of potential advantages, each to do with asymmetric 
information (see Wren, 2003a). 
42 The Regional Development Grant was abolished in 1988.  
43 TECs stands for Training and Enterprise Councils.  
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44 The development agency at the national level is Invest UK. It is a ‘one-stop-shop’ for the UK as a 
whole, and it works through British Embassies, High Commissions and Consulates to promote the 
UK overseas. Its primary activities are advice and promotional work on establishing or expanding a 
plant in the UK. It offers information on specific locational requirements (the availability of labour, 
transport links, proximity to customers and suppliers); advice on setting up an operation (legal and 
regulatory frameworks); information on public and private services (local government, utilities and 
key private-sector contacts) and on national, regional and local incentives. As well as promotional 
work it undertakes specific events such as the organisation of a regional tour, tailor-made presentation 
or site visits. 
45 Regional Development Agencies Act (1998).  
46 These offices were responsible for the assessment of all grant offers up to £2 million and for the 
routine monitoring of all projects. The assessment of RSA grant offers above this level was, and 
remains, the responsibility of the Department centrally (DTI, 2003). 
47 The RSA was introduced under the 1972 Industry Act, and it has taken an increased share of 
regional policy budget since the early 1980s. For a detailed overview of the policy measure and the 
changes of its criteria over time, see Wren (2004).  
48 In the study period larger grant cases (above £2 million) or larger projects (above £10million) were 
dealt with by the Department of Trade and Industry (DTI) in London. Other cases in England were 
dealt with by the Regional Offices of the DTI, with support from the regional Industrial Development 
Boards. From April 2002 responsibility for RSA grant cases below £2million were transferred to the 
RDAs (Jones and Wren, 2004). 
49 These are firms with up to 250 employees.  Similar schemes exist in Scotland and Wales. 
50 The maximum grant is £75,000 which is 15% of a maximum capital expenditure of £500,000.  
51 From 1st April 2004 Selective Finance for Investment (SFI) replaced both RSA and the EGS grant 
schemes in the Tier 1, Tier 2 and Tier 3 areas of England. This follows from a long period of review 
of the effect of RSA and EGS on investment, and SFI will be structured so as to provide funding 
assistance and greater incentives to modernise and increase productivity. For the time being, the 
existing schemes remain in place in Wales and Scotland. 
52 This section reports the main findings of the Report titled “Evaluation of Regional Selective 
Assistance 1991-1995”, that has been undertaken by Arup Economics and Planning on behalf of the 
Department of Trade and Industry, the National Assembly for Wales and Scottish Executive. The 
evaluation consisted of quantitative and qualitative analyses. In this section the quantitative analysis is 
presented while the qualitative survey is described in chapter 7.3. Earlier evaluations of RSA were 
carried out for the periods 1985-1988 (PACEC, 1993) and for 1980-1984 (King, 1990). The 
methodology and approach of the former studies were similar to the report concerning the period 
1991-1995. 
53 End of 1998. 
54 Mention should be made about a controversy over the size of the regional policy employment 
effect. According to the RSA evaluation by AEP (2000), above described, the 3,845 RSA-assisted 
projects were associated with 210,000 gross jobs and 84,000 net jobs over 1991-95. However, 
drawing on the results of this study, the national Audit Office found that it created 21,000 jobs (NAO, 
2003), and a background report prepared by NERA (2003) argued that it is only 6,000 jobs. This 
controversy is attributable to two reasons: (i) differences over the appropriate measure of the jobs; (ii) 
disagreement over the value of the industrial survey approach (see Wren, 2004 for an overview).   
55 Nevertheless, since implementing the PC measure, the emphasis of approved investments on the 
creation of R&D centres and projects has decreased significantly (see Giunta and Florio, 2002).   
56 For instance, projects that invest in the AC areas can also benefit from the Law 488 grant.  
57 With the exception of Denmark where regional incentives were completely withdrawn in 1991. 


