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7 CORE-PERIPHERY RELOCATION IN ITALY, THE 
NETHERLANDS AND THE UNITED KINGDOM. A 
FIRM LEVEL INVESTIGATION  

 

7.1 Introduction  
 

As emphasised in Chapter 6, while in the 1980s there was a call for changing the 
focus of regional policy, in reality much of the “old fashioned” policy instruments 
survived and continued to be applied. As an example, in Italy, the Netherlands and 
the United Kingdom, firm relocation from the core areas and foreign countries are 
still promoted by policy incentives, mainly capital grants: Law 488/1992, AC and 
PC in Italy; Centralised and Decentralised IPR in the Netherlands; RSA in the 
United Kingdom.  
This section aims to investigate the role of policy measures as well as other pull 
factors in promoting core-periphery relocation through a micro-analysis of a 
sample of grant recipient firms that invested in the peripheral areas, and of some of 
the local and national actors involved in the relocation process. The difficulties 
encountered in collecting firm-level data as well as securing a reasonable number 
of respondents1, led to the use of both primary and secondary information. The 
Italian and the Dutch cases are based on surveys carried out by the author, while 
secondary information has been used for the British case (AEP, 2000). 
Nevertheless, both primary and secondary data collection refers to direct interviews 
with managers of randomly selected samples of AC-, IPR- and RSA- assisted 
firms. The survey in Italy is, however, much bigger than the other two because of 
the easier access to information in that country as well as the larger number of 
grant-receiving firms that invested in the Mezzogiorno which is more extensive 
than the peripheral areas in the Netherlands and in the UK. 
This chapter in composed of five parts. Sections 7.2, 7.3 and 7.4 are dedicated to 
the case studies and are divided into three sub-sections concerning respectively (i) 
the description of the adopted methodology and the results of the survey to 
relocating firms, (ii) the interviews with a sample of key informants, (iii) 
conclusions. In the last section a comparison of the three case studies is presented 
and the role of the AC, IPR and RSA policy measures in core-periphery relocation 
is showed. This analysis answers question 3 (“What makes firms move from the 
core area to the periphery? And what is the impact of regional policy on core-
periphery relocation?”) and allows to test Hypothesis 3 (“Labour market and policy 
incentives were important determinants promoting the core-periphery relocation in 
1950s-1980s, while nowadays ‘softer’ factors (i.e. image of the location, quality of 
the local environment, etc.) play a relevant role”), as defined in Chapter 1. 
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7.2 The relocation of Italian firms from the centre-north to the 
Mezzogiorno and the role of the Area Contract  

 
7.2.1 Descriptive statistics 

 
The empirical analysis presented in this section focuses on the results of a survey 
on firms that invested in the Mezzogiorno and were AC grant recipients.2 As 
described in section 6.2.3, there are 18 areas, named  ‘crisis areas’, eligible for the 
AC funds. Of those, 15 are located in the Mezzogiorno and 3 in the centre-north. 
The focus of this analysis is on the 15 southern areas. 
The survey was conducted over a period of two years (2003-2004), via 
questionnaire (see Appendix 3) and telephone interviews.3 The sample included 
528 firms which invested in the Mezzogiorno (at 31st May 2003) and were AC 
grant recipients. The average response was 52%, which gave us a final sample 
including 254 firms (Table 7.1 in Appendix 4). The questions aimed to investigate 
the following patterns: (i) type of relocation (integral relocation or partial 
relocation) and the activities that have been transferred; (ii) general characteristics 
of firms; (iii) characteristics of the market 4; (iv) push and pull factors driving firm 
relocation to the south; (v) obstacles encountered in the relocation process; and (vi) 
the ‘image’ of the Mezzogiorno and particularly, of the AC areas before and after 
the localisation. It is important to emphasise that the sample is partially biased 
because it is made up of entrepreneurs who have actually invested. Their opinion 
may sound as a justification ex-post of their decision. This is a typical response 
rationalising decisions afterwards. 
Additional interviews have been carried out with 17 actors involved in the 
relocation process and with 8 scholars/experts. The questions addressed to the 
actors concerned: (i) push and pull factors driving firms to move out of their 
original location; and (ii) most influential obstacles that firms faced during the 
relocation process. Besides, the players involved in the movement to the south 
were asked to describe the role played by the AC policy measure in the promotion 
of the area’s socio-economic development, in the attraction of ‘external’ 
investments and in the socio-economic development and to provide 
recommendations, if any, to speed up the development of the areas.  

 
Type of relocation  

 
The first aspect analysed was the type of firms investing in the South and the type 
of relocation they chose. About 50% of the investments are new firms. ‘External’ 
investments account for 27.2% of which: 12.6% are new firms with investors from 
the central-northern part of Italy, 13.8% are branches of central-northern firms and 
0.8% are branches of foreign firms. Other typologies include branches of firms 
located in the same area of investment (16.1%) and branches of firms settled in the 
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south (7.5%) (Table 7.2). There is only one ‘integral’ relocation from the north to 
the south. ‘External’ investments are concentrated mainly in Airola (100%5), 
Manfredonia (61%), Potenza (54%), Ottana (47%), Crotone (40%) and Sulcis 
Iglesiente (31%). At the sectoral level, external investments are mainly in 
electronics (21.3%), rubber and plastics (about 19%) and metallurgy (about 11%).  

 
Table 7.2: Origin of the investments  

Area Contract New 
firm 

(local) 

Branch 
local 

firm (1) 

Branch 
Southern 
firm (2) 

TOT 
Indigenous 
investments

SLC – 
C-N (3)

SLC – 
foreign  

(4) 

Branch of 
C-N firm 

(5) 

TOT 
External 

investment  

Total 

Agrigento 21 8 0 29 1 0 0 1 30 
Airola 0 0 0 0 1 0 1 2 2 
Avellino 7 3 4 14 2 0 0 2 16 
Crotone 8 4 0 12 2 2 4 8 20 
Gela 13 1 0 14 1 0 0 1 15 
Gioia Tauro 9 1 0 10 0 0 0 0 10 
Manfredonia 11 1 0 12 10 0 9 19 31 
Messina 7 2 6 15 0 0 2 2 17 
Molise Interno 5 3 0 8 1 0 0 1 9 
Ottana 5 2 2 9 2 0 6 8 17 
Potenza 3 1 2 6 2 0 5 7 13 
Salerno 3 4 2 9 0 0 1 1 10 
Sassari A. P. T. 21 7 2 30 6 0 4 10 40 
Sulcis I. 7 4 0 11 3 0 2 5 16 
Torrese S. 5 0 1 6 1 0 1 2 8 
Total 125 41 19 185 32 2 35 69 254 
(%) 49.2 16.1 7.5 72.8 12.6 0.8 13.8 27.2 100.0 
(1) Branch of a firm located in the same area of investment; (2) Branch of a firm located in the centre-north; (3) 
Single location company with shares owned by centre – northern investors; (4) Single location company with 
shares owned by foreign investors; (5) Branch of a firm located in the south 
Source:Data Dipartimento per lo sviluppo delle economie territoriali – SVIMEZ (2004) 

 
Conversely, new indigenous firms are located mainly in Gioia Tauro (90% of the 
total firms), Gela (87%), Agrigento (70%), Torrese Stabiese (62%), Sassari 
Alghero Porto Torres (62%) and Molise Interno (55%).  
This shows that the AC areas have undertaken different “local development 
trajectories”. Some (Manfredonia, Crotone, Ottana) tried to attract ‘external’ 
investments by exploiting the availability of industrial areas. Others, such as the 
areas located in Sicily (Agrigento, Gela e Messina) Gioia Tauro, Salerno and 
Avellino promoted the start-up of new local firms. 

 
Firm characteristics 

 
As far as the characteristics of firms are concerned, the vast majority of 
investments are made by relatively small-sized firms6 (Table 7.3 in Appenidx 4). 
Forty-six percent of the firms have up to 20 employees and 35% between 21 and 
50. Firms with more than 50 employees account for 16%. The largest firms are in 
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the rubber and plastics sector (23%) and in the metallurgy and electronics (both 
11.4%). 
The largest firms are located in Airola (AI), Potenza (PO) and Torrese Stabiese 
(TS), while the medium-sized firms are concentrated in Manfredonia (MA), 
Avellino (AV), Messina (ME) and Ottana (OT). Small and very small firms settled 
in Agrigento (AG), Gioia Tauro (GT) and Sassari (SS) (see Table 7.3 in Appendix 
4). 
The new business activities concern various sectors, mainly belonging to the 
manufacturing industry (86.2%). The other sectors are the service sector (12.6%), 
extraction of minerals, production and distribution of electricity, natural gas, steam 
and hot water and building and construction (0.4 %, each). The metallurgy industry 
accounts for 13.4% of the total manufacturing industry, followed by rubber and 
plastic products and electrical machinery and apparatus (both 9.5%) and food 
industry (8.4%). The Made-in-Italy sectors 7 account for less then 20% of the 
manufacturing initiatives. Firms in the services sector operate principally in 
business and computer services (56.3% of the total in services) and in the 
recreational industry (hotels and restaurants), 28.1%. The only area with a 
prevailing concentration of investments in the tertiary sector (75%) is Torrese 
Stabiese, while Sassari Alghero Porto Torres registers a greater  number of firms in 
the services sector.  

 
Market characteristics 

 
The firms in the sample survey sell their products mainly in the regional or national 
market (33% and 43% respectively). Exports are around 24%.  
As far as the sectoral dimension is concerned, firms operating mainly in the 
national market belong to the rubber and plastics sector, electronics and services; 
firms operating only for the regional market are in the metallurgy, services and 
manufacture of non-metallic mineral products; exporting firms manufacture 
electrical machinery and components, rubber and plastic products, metal products 
and machinery and equipment. ‘External’ investments are more willing to serve the 
national and foreign markets.  

 
“Pull” factors 

 
Respondents were asked to indicate the main “pull” (attraction) factors which 
drove the location and relocation to the Mezzogiorno. Multiple answers were 
allowed. The most important pull factor was represented by incentives8 (see Tables 
7.4 and 7.5).  About 26% of the interviewees stated that without incentives they 
would never have relocated and about 60% stated that incentives played a key role 
in the relocation decision.9 The second pull factor is the availability of industrial 
areas at competitive prices and the localisation facilities in terms of permits and 
licences (“site and premises”). The third factor is the availability of a local labour 
force. The fourth reason to invest in the south is represented by the increasing trade 
opportunities in the southern market. 
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Table 7.4: Motivations to relocate (pull factors)  

  Relevant Rather 
important

Not 
important

N.a. Total 

Incentives  55% 18% 9% 18% 100% 
Site and premises  50% 37% 4% 9% 100% 
Market  20% 46% 21% 13% 100% 
Labour force  20% 58% 11% 11% 100% 
Accessibility  10% 60% 17% 13% 100% 
Infrastructures 9% 51% 21% 19% 100% 
Availability of 13% 25% 36% 26% 100% 
Local public regulation 
and role of the Public 
Administration  

 
11% 

 
46% 

 
21% 

 
22% 

 
100% 

Business environment  18% 58% 8% 16% 100% 
Quality of life 16% 60% 7% 17% 100% 
Source: Own calculation based on Dipartimento per lo sviluppo delle economie territoriali – SVIMEZ 
(2004) 

 
Table 7.5: What would have happened to the project if AC grant had not been awarded  

 % 
Without incentives I would never have relocated 25.9 
They played an important role in the decision to relocate 58.4 
They were not important 9.8 
N.a.  5.5 
Total  100 

Source: Own calculation based on Dipartimento per lo sviluppo delle economie territoriali – SVIMEZ 
(2004) 

 
Business environment and quality of life also played a role in the investment 
decision. In particular, safety and public order that are guaranteed in the areas by 
the policy instrument have been indicated as relevant pull factors. Organised crime 
has always been one of the main obstacles to business relocation to the 
Mezzogiorno (see De Vargas Machuca F. et al., 1999; Mariotti and Mutinelli, 
1999; AA.VV., 2002; CNEL, 2002).  

 
Obstacles to relocation 

 
According to people interviewed the main obstacle to invest in the south is the lack 
of proper infrastructures (Table 7.6). Twenty-five percent of the entrepreneurs 
think infrastructure deficiencies are a “relevant” obstacle, while 39% think it is 
“rather important” (giving a total of 64%). Infrastructure deficiencies regard both 
long- and short-distance infrastructures. Long-distance infrastructures are roads, 
motorways, airports, ports, railways; short-distance infrastructures are basic 
infrastructures including the streets linking the firm to the main road, telephone and 
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electricity connections. The lack of transport links between the southern AC areas 
and the new markets of the centre-north or overseas is a main obstacle to the firm 
competitiveness. In addition, the absence of basic infrastructures in the industrial 
areas induces firms not to invest.  

 
Table 7.6: Obstacles to investment location  

 Relevant Rather 
important 

Not 
important 

N.a. 

Infrastructure deficiencies  25% 39% 23% 13% 
Lack of business services  21% 42% 20% 17% 
Labour  21% 49% 17% 13% 
Bureaucratic and 17% 62% 12% 9% 
Business environment  10% 42% 26% 22% 
Quality of life 9% 44% 28% 19% 
Source: Own calculation based on Dipartimento per lo sviluppo delle economie territoriali – SVIMEZ 
(2004) 

 
The classification changes if we put the answers ‘important’ and ‘rather important’ 
together. In this case, the main obstacle becomes the inefficiency of the local 
public administration in managing the Area Contract policy instrument.10 Eighty 
percent of the interviewees classify this factor as “important” or “rather important”. 
In many cases, new investments were discouraged by delays in the issuing of the 
location permits. Poor technical assistance to firms in the relocation process has 
also been pointed out as a considerable obstacle. All actors involved in the 
relocation process and in particular, the Area Development Manager (Responsabile 
unico) and the development agency did not fully support entrepreneurs in the 
process.  
Lack of business services is another main limitation: 20.1% considers it important 
and about the 41% rather important. The lack of ancillary services for businesses as 
well as weak management culture induced entrepreneurs to turn to consultant 
companies from the centre-north for advice, especially in case of external 
investments.  
The low professional skills of the local labour is yet another relevant obstacle: 21% 
of the respondents think it is “important” and 50% “rather important”. In case of 
centre-northern investments, the majority of the managers pointed out that 
employees attended or are going to attend vocational training in the centre-northern 
regions where the parent companies are located. 
Other obstacles that were mentioned include poor access to credit and geographical 
marginality of the areas.11 Entrepreneurs reported that access to credit from local 
banks was rather difficult. The geographical marginality is considered important in 
areas such as Crotone, Agrigento and Sassari Alghero Porto Torres. 
Surprisingly, none of the entrepreneurs seemed to have had problems due to 
organised crime. This is important since organised crime has always been 
considered the main barrier to the location of national and foreign investments in 
the Mezzogiorno. One of the principal tools of the Area Contract (Law 662/96) is 
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to provide safety measures in industrial areas and up to now it seems to have 
worked out.  
 
The ‘image’ of the Mezzogiorno  

 
The willingness of entrepreneurs to choose a particular area to relocate is not 
dependent on the real qualities of the area but on the perception, the ‘image’ of 
those qualities (Meester, 2000). In the survey the entrepreneurs were asked to 
describe which was their image of the Mezzogiorno before deciding to move there 
and after having relocated.  
Before relocating, 60% of the entrepreneurs  had a ‘negative’ image of the 
Mezzogiorno mainly due to: organised crime, corruption, bureaucracy, low level of 
infrastructure provision, poor quality of life and poor working attitude. The 
remaining 40% stated that they had a ‘positive’ image of the south due to: 
availability of labour; skilled labour force; quality of life and security of the area. 
Unlike the first group of entrepreneurs, the second one already had trade links in 
southern regions. In other words, it can be assumed that the perception of the 
Mezzogiorno is influenced by clichés linked to historical prejudices that give a 
negative connotation to the areas. The low propensity to invest and establish 
business relations in the South by North Eastern Italian firms is showed in a recent 
study (AA.VV., 2002). According to the survey sent to 100 firms, less than one-
third (31%) declared to have business relations with the South, of which 26% were 
trading and exchanging services while only 1% were directly investing. 
After having relocated, the perception of the Mezzogiorno has improved for 7 
entrepreneurs out of 11, while it has worsened for 4 entrepreneurs. By contrast, 
those who had a positive image did not change their mind.  
An entrepreneur from Milan that opened a new local unit in Manfredonia 
summarised the factors that played a role in improving his perception of the 
Mezzogiorno, as follows: ‘….. in Manfredonia I found a skilled local labour force 
and willing to learn; good trade relations with local suppliers; a safe place to live 
and work in’ (interview n.6). 
More than 60% of the interviewees declared that the quality of life in the south is 
better than in the north.  
In addition, ‘locational self-preference’ (see Meester, 2000, 2004) played a key role 
in the choice of the location. It is the tendency to prefer areas close to the actual 
location of the firm. Manfredonia has attracted more investments than Crotone 
because it is closer to North Eastern regions and has better accessibility levels. For 
the same reason, entrepreneurs  from the North West prefer Ottana.  

 
 Factor and cluster analysis 

 
The descriptive analysis of the previous section reveals how different “pull” factors 
play an important role in the relocation process of the 254 firms in our sample.  
The main aim of this sub-section is to investigate more in-depth commonalities and 
differences among firms that invested in different areas as well as the role played 
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by so-called “pull” factors in the location/relocation choice. The main 
methodological tools to achieve our goal are factor and cluster analysis. 
To avoid the multicollinearity problem among the variables representing “pull” 
factors, the first step of our empirical analysis was to create fewer significant 
“components” using factor analysis. Table 7.7 presents the list of “pull” variables 
collected with the interviews.  

 
Table 7.7: Pull factors  

 Variables  Description 
INCENTIV Incentives 
LAND  Availability of land 
COST LAND  Low cost of land  
FACILIT Location facilities 
OPPMARK Potential market opportunities  
HUMANRES Availability of skilled workers  
ACCROAD High level of accessibility to motorways and roads  
ACCRAIL  High level of accessibility to railways 
ACCAIR High level of accessibility to airports and ports   
GOODSAFE Safety of the area  

 
Table 7.8: Component Score Coefficient Matrix 

Component 
Factor 1 – Supply Factor 2 – Demand and Accessibility

INCENTIV -.202* .173 
LAND .389 -.036 
COSTLAND .414 -.076 
FACILIT .328 .024 
OPPMARK -.163 .292 
HUMANRES .040 .073 
ACCROAD .046 .332 
ACCRAIL -.044 .397 
ACCAIR -.079 .379 
GOODSAFE .105 .142 
Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization.  
Component Scores. 
* (1 = no investment without incentives; 2= incentives played an important role in investing; 3=incentives did not 
play a role at all) 

 
The results of the factor analysis are presented in Table 7.8. Two factors were 
created: Factor 1 includes supply-side variables, while Factor 2 represents the 
demand side of the economy together with accessibility levels of the areas. As it 
can easily be observed noticed, all the variables related to the availability of land 
(availability of industrial land, low cost of land and location facilities) and 
relocation incentives have a positive sign for the first factor and negative in the 
second, while the variables representing new market opportunities and accessibility 
behave in the opposite way.  The variable GOODSAFE, which represents the level 
of safety of an area and the variable HUMANRES, which is an index of the 
availability of skilled human resources are positive for both factors.  
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Table 7.9 reports the total variance explained by the two factors. Each factor 
explains around 20% of the total variance, giving a total explained variance of 
40%. Although this last value is not extremely high, it is satisfactory given that we 
are considering only two factors. It is also interesting to note the fact that the 
factors are “well-balanced” in explaining the total variance, both accounting for 
about 20%.  

 
Table 7.9: Total variance explained (2 components)  

Rotation Sums of Squared Loadings 
 

Component Total % of Variance Cumulative % 
1 2.049 20.486 20.486
2 1.903 19.028 39.514
Extraction Method: Principal Component Analysis. 

 
Table 7.10: Total variance explained (3 components)  

Rotation Sums of Squared Loadings 
Component Total % of Variance Cumulative % 
1 2.049 20.486 20.486 
2 1.903 19.028 39.514 
3 1.177 11.766 51.280 
Extraction Method: Principal Component Analysis. 

 
Table 7.11: Number of Cases in each Cluster 

Cluster 1 46.000 
  2 49.000 
  3 79.000 
  4 80.000 
Valid  254.000 
Missing  .000 

 
Table 7.12: Final Cluster Centres 

Clusters 
  1 2 3 4 
ORIGLAST 1 0 0 0 
JOBS 6 6 3 3 
MARKREG 1 2 5 2 
MARKNAZ 4 2 1 4 
FACTOR 1 (Supply-side) .12064 .35446 -.27041 -.21712 
FACTOR 2 (Demand-side) .14061 -.14447 .08383 -.33537 
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The two factors described in Table 7.9 together with four characteristics of the 
firms (investment origin12, size, share of regional and national market), were then 
used, in a second stage of our empirical analysis, to create categories of firms. Firm 
characteristics include: the size of the firm measured in terms of total number of 
employees, a dummy variable representing whether or not the origin of the 
investment is outside the Mezzogiorno (i.e. centre and north of Italy), and the share 
of market which is national and regional (to give us an idea of the “openness” of 
firms to non-local markets). Cluster analysis was used for this purpose.  
Table 7.10 gives the results of the cluster analysis in which the two components 
created by factor analysis were combined with variables representing the 
characteristics of the firms that relocated. Four clusters were generated for the 254 
firms in the sample (Tables 7.10 and 7.11). Firms belonging to the same cluster are 
supposed to share certain regularities in behaviour which differ from firms 
belonging to other clusters. Although the mathematical algorithm to create clusters 
is very sophisticated, the results can be seen as substantially qualitative in nature.  
The first cluster includes 46 large-middle sized firms, compared to the sample of 
analysis, coming from the centre-north or abroad (outside the Mezzogiorno area) 
and selling their products mainly to the national market. 
These firms assess both supply- and demand-side factors to be important in the 
relocation decision (both factors have indeed positive values). In particular, the 
demand-side and accessibility components have a much higher value than any 
other cluster (Table 7.12).  
The 49 firms belonging to the second cluster are mainly large-middle sized firms 
relocating within the Mezzogiorno area and they operate both in the national and 
regional market. Supply-side factors are extremely important for these firms, while 
in contrast demand side and accessibility do not play an important role in 
relocation. 
Clusters 3 and 4 include respectively 79 and 80 firms, all of them small or very 
small in size and relocating within the Mezzogiorno. The firms in the third cluster 
operate mainly at a regional level and consider demand-side and accessibility 
factors more important than supply-side variables. The firms in cluster 4 
considered both the factors not relevant in the decision of relocate. 
Cluster 1 can be considered to be represented by ‘external’, medium-large sized 
investments which look at the Mezzogiorno for its market opportunities. These 
firms need government subsidies to compensate for the southern diseconomies. As 
demonstrated by recent studies (see Bianchi and Mariotti, 2002; 2003), centre-
northern firms, operating in various manufacturing sectors, tend to transfer 
medium-high value-added activities or new production lines to the southern areas, 
by making use of the government subsidies. These firms open new branches or new 
firms in which the whole production process or a new production line is 
transferred. Cluster 2 is formed by local or southern firms, medium-large sized for 
which government incentives are decisive to enlarge the production basis. Those 
firms tend to make a capital-intensive investment. Firms in Cluster 3 are small and 
come from the south. They see in the AC areas new market opportunities and 
consider accessibility an important factor. Finally, Cluster 4 is represented by small 
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and very small local firms which would have invested in the AC areas regardless 
the incentives. 
It is interesting to analyse the geographical distribution of the firms in the four 
clusters, as presented in Tables 7.13 a) and b).  
 

Table 7.13: Geographical distribution of firms by clusters 

a) Percentage over the total number of firms in the area  
AC Cluster 1 Cluster 2 Cluster 3 Cluster 4 

Agrigento  0.0 13.3 60.0 26.7 
Airola 100.0 0.0 0.0 0.0 
Avellino 18.8 43.8 12.5 25.0 
Crotone  5.0 15.0 20.0 60.0 
Gela  26.7 13.3 26.7 33.3 
Gioia Tauro  0.0 30.0 20.0 50.0 
Manfredonia 29.0 22.6 6.5 41.9 
Messina 11.8 35.3 35.3 17.6 
Molise Interno 22.2 22.2 22.2 33.3 
Ottana 29.4 17.6 29.4 23.5 
Potenza  53.8 15.4 15.4 15.4 
Salerno 20.0 0.0 20.0 60.0 
Sassari Alghero 15.0 2.5 55.0 27.5 
Sulcis Iglesiente  12.5 25.0 50.0 12.5 
Torrese Stabiese  12.5 62.5 0.0 25.0 
Total  18.1 19.3 31.1 31.5 

 
b) Percentage over the total number of firms in the cluster  

AC Cluster 1 Cluster 2 Cluster 3 Cluster 4 

Agrigento 0.0 8.2 22.8 10.0 
Airola 4.3 0.0 0.0 0.0 
Avellino 6.5 14.3 2.5 5.0 
Crotone  2.2 6.1 5.1 15.0 
Gela  8.7 4.1 5.1 6.3 
Gioia Tauro  0.0 6.1 2.5 6.3 
Manfredonia 19.6 14.3 2.5 16.3 
Messina 4.3 12.2 7.6 3.8 
Molise Interno  4.3 4.1 2.5 3.8 
Ottana 10.9 6.1 6.3 5.0 
Potenza  15.2 4.1 2.5 2.5 
Salerno 4.3 2.5 7.5 
Sassari Alghero Porto 13.0 2.0 27.8 13.8 
Sulcis Iglesiente 4.3 8.2 10.1 2.5 
Torrese Stabiese 2.2 10.2 0.0 2.5 
Total  100.0 100.0 100.0 100.0 

 
The firms belonging to cluster 1 are located in 12 different areas, but with a high 
concentration in Manfredonia (19.6% of cluster 1 firms and 29% of the all firms 
located in the area), Potenza (15.2% of cluster 1 firms and 53.8% of the all firms 
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located in the area) and Ottana (10.9% of cluster 1 firms and 29.4% of the all firms 
located in the area). The two firms located in Airola belong to this cluster, too. 
Firms in cluster 2 are located in 13 different areas, but with a preponderance of 
them in Torrese Stabiese (62.5% of the firms of the area), Avellino (43.8%) and 
Messina (35.3%). 
Cluster 3 is peculiar in that it includes firms located only in three specific areas: 
Sassari-Alghero-Porto Torres (27.8% of firms in the cluster and 55% of firms in 
the area), Agrigento (22.8% of firms in the cluster and 60% of firms in the area) 
and Sulcis Iglesiente (10.1% of firms in the cluster and 50% of firms in the area). 
Finally, cluster 4 includes 60% of the firms located in Salerno and 50% of the firms 
in Gioia Tauro.  The majority of the firms in the cluster are located in Manfredonia 
(16.3% of firms in the cluster and 41.9%  of firms in the area), Crotone (15% of 
firms in the cluster and 60%  of firms in the area) and Sassari Alghero Porto Torres 
(13.8% of firms in the cluster and 13.8%  of firms in the area).  
It is clear that there is a concentration of ‘external’ medium-large investments in 
Manfredonia where the gemellaggio has played a relevant role in attracting firms 
from the centre-north. 
 
7.2.2 Other elements on the relocation process 
 
Direct interviews with an additional sample of 17 actors involved in the relocation 
process to the Mezzogiorno, particularly to the areas of Crotone, Manfredonia and 
Ottana13, and with 8 scholars/experts in economic geography, economics and 
regional policy at the University of Bari, Politecnico of Milan, University Cattolica 
of Piacenza, University of Cosenza, SVIMEZ are presented in this section.14  
The interviewees were asked to discuss: (i) push, pull and keep factors driving 
firms to relocate; (ii) the main problems associated with the move and (iii) present 
and forecast relocation trends by Italian SMEs. Besides, additional questions 
concerning strengths and weaknesses of the AC tool and feasible actions to 
improve the attractiveness of the Mezzogiorno were asked.  
 
Table 7.14: Leading participants in the relocation process to the Mezzogiorno  

Actors15  Location 
MEZZOGIORNO National-

level 
C-N Crotone Manfredonia Ottana Total 

Ministero del Tesoro 1     1 
Presidenza del Consiglio 
dei Ministri  

1     1 

Responsabile Unico    1 1 1 3 
Entrepreneurial 
Association 

 3 1 1 / 5 

Trade Unions   2 3 / 5 
Local Dev. Agency    1 / 1 2 
Total 2 3 5 5 2 17 

*Dipartimento per lo sviluppo territoriale  
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Interviewees mainly agreed with the entrepreneurs on the push factors causing 
firms to move out of the centre-northern areas (congestion problems; high cost of 
land and premises; shortage of workers) and the pull factors attracting investments 
to the Mezzogiorno. In particular, trade unions and trade associations underlined 
that subsidies for labour, promoted by the AC, did not represent an important ‘pull’ 
factor but contributed to improve ‘trade unions’ image in the south’ (Interview 
n.8).  
As concerns the obstacles firms had to face during their relocation to the south, 
interviewees held different opinions with the exception of inadequate infrastructure 
levels (roads, railway, ports, airport as well as basic infrastructures). The Area 
Development Manager (Responsabile Unico) and local development agencies 
emphasised that the fragmented procedures of the AC tool caused most delays in 
establishing the plants. Trade associations and trade unions stressed the ‘difficult’ 
access to credit from local banks. Southern credit system procedures have to be 
improved to speed up economic development.  
In general, interviewees were positive about the AC as a policy measure to promote 
the socio-economic development of depressed areas in the south. The main 
strengths indicated were: (i) the effectiveness of the agreement (concertazione) 
between public and private, local and external, players; and (ii) the availability of 
inducements to industry and infrastructures. In particular, interviewees stressed the 
role played by the twinning (gemellaggio) between local and northern trade 
Associations in promoting the areas (territorial marketing) and attracting ‘external’ 
business investments. Government subsidies were, without doubt, the main pull 
factor attracting investments to the areas, but some agents indicated them as a 
‘critical’ element of the measure, as will be described below. Finally, all actors 
agreed that AC improved the areas because it promoted new business and 
infrastructural initiatives and it acted as a magnet with local entrepreneurs that 
seemed not to have confidence in the policy measure.  
Interviewees have pointed out the following weaknesses: (i) fragmented procedures 
that determined most of the delays in the establishments location; (ii) the position 
of the Area Development Manager taken up by a policy agent; (iii) the lack of 
monitoring on new employees in order to prevent ‘black’ work; (iv) the lack of 
collaboration among the institutional actors of the 18 AC areas in order to adopt 
common strategies to overcome problems they come across; (v) the large number 
of government incentives offered to new investments in the construction phase of 
the establishments. 
The political and public role of the Area Development Manager had been object of 
debate between the actors. In all 18 ACs in Italy, the position of the Area 
Development Manager is assumed by a policy-maker, either the Mayor or the 
President of the Province. As some actors pointed out, this could influence his 
decisions; that is why they preferred that a manager, a ‘super partes’ figure, to take 
the position of Area Development Manager.  
Trade associations claimed that the large number of financial incentives (about 50-
65% of the total cost to set up the plants) offered to new firms, instead of speeding 
up local development could became a serious obstacle. Entrepreneurs make use of 
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the incentives; open the establishments; employ people, and after 4 years, when 
firms cannot benefit from labour incentives any more, they close the plant and 
leave the area. This is, for example, what local actors in Crotone are afraid of 
because three firms that got part of the incentives are postponing the official 
opening of the plants. Trade associations underlined that legislation might reduce 
this risk and financial incentives should be addressed to the ‘start-up’ phase, when 
the mortality rate is higher.  
Finally, as concerns the feasible actions to undertake in order to promote the 
Mezzogiorno’s attractiveness, interviewees from the central government level 
stressed the need of a development agency to promote depressed areas as well as 
assist firms in all phases of the location and relocation process. It should focus on 
the following four main phases: (1) promotion (targeted marketing); (2) cultivation; 
(3) co-ordination; and (4) after care. As several players pointed out, ‘One stop-one 
shop’ (see the cases of Ireland, Scotland, Spain and Portugal) seems to be the best 
solution to speed up socio-economic development.  
 
Table 7.15: Expenditure for the per-capita development (average 1999-2000, €) 
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Environment  69 41 46 47 72 68 41 50 59 
Energy  90 52 72 68 72 38 92 96 76 
Culture  44 35 40 54 51 25 21 33 41 
Education  53 52 34 41 66 53 21 38 46 
Industry and 
services  

124 69 81 72 85 224 190 224 150 

Roads  82 80 72 84 87 58 59 114 97 
Other transport 
infrastructures  

83 54 58 56 90 97 61 58 82 

Public order  26 12 21 21 19 17 10 15 20 
Total  872 680 733 809 864 842 718 1099 924 

Source: Viesti and Capriati (2003) – MEF and ISTAT data  
 
The Italian experts who were interviewed mainly focus on the issue concerning the 
usefulness of the policy incentives. Some stress that it is questionable16, while 
others support it. Those belonging to the first group state that no analysis has been 
carried out to verify the usefulness of the incentives. In particular, the definition of 
an appropriate counterfactual may be able to investigate what would have 
happened to investing firms if they had not been granted regional incentives. In 
addition, they argue whether government incentives represent the best way to 
utilise the relatively scarce public resources. As presented in Table 7.15, the direct 
expenditure, mainly in the form of incentives, in favour of industry is extremely 
high for the southern regions. By contrast, the public investment flow in material 
and immaterial goods and infrastructures is much lower. 
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On the basis of what has been presented in Table 7.15 it is stressed that the real 
problem concerns the fact that the government expenditure for the south is 
concentrated in incentives rather than in those public goods that are very important 
for the long-term growth (Viesti and Capriati, 2003). Of course, it is important not 
to generalise, because not all incentives are considered the same. As some actors 
state, for example, large investments, coming from the centre-north, and PC-
granted, are seen as successful examples. As an example, the FIAT plant in Melfi, 
Basilicata (i) has the productivity of an establishment located in the centre-north, 
(ii) promotes the growth of suppliers in loco, in a sort of filiere, which also leads to 
processes of knowledge diffusion and learning and of spin-off of new firms, and 
(iii) leads to the creation of a specialised labour market in an area which has always 
been characterised by unskilled labour force. On the other hand, other experts 
argue whether the AC-granted initiatives, largely small and very small sized, will 
be able to foster the economic development of the crisis areas.  
 
7.2.3 Conclusions for the Italian case 

 
As presented in the historical overview of section 6.2 on the relocation towards the 
southern regions, the long-distance movement towards the Mezzogiorno has 
decreased over time. ‘External’ as well as endogenous investments in the south 
have always been promoted by government incentives whose main goal was to 
overcome the diseconomies typical of the southern regions (i.e. lack of transport 
infrastructures, low accessibility levels). 
The analysis on the 254 AC-granted initiatives confirmed that government 
incentives were decisive in the location and relocation of firms in the Mezzogiorno 
but that other pull factors (i.e. availability of industrial areas and labour force) also 
played a relevant role. Besides, the results of the factor and cluster analyses 
showed commonalities and differences among the firms that relocated and how 
different “pull” factors fostered the location/relocation choice in different areas.   
The most interesting result is offered by clusters 1 and 4. Demand-side and 
accessibility factors are extremely important for large-medium sized firms, coming 
from the centre-north and serving the national market (cluster 1). On the other 
hand, local and southern firms, small or very small sized, do not consider important 
supply-side and demand-side variables (cluster 4). Although the southern areas 
offer new market opportunities and labour force, it can be assumed that, without 
investment subsidies and land availability at competitive prices, firms belonging to 
cluster 1 would not have invested in the Mezzogiorno. For these firms, originating 
from the congested areas of the centre-north, the availability of government 
incentives in the south is needed to cope with the sunk costs associated to 
relocation. Centre-northern firms transfer the whole production process or a new 
production line (medium-high value added activities) to the southern 
establishments, while low value-added, labour-intensive activities (operations) are 
relocated abroad by means of subcontracting relationships (international 
delocalisation) (see section 8.3). 
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On the other hand, as revealed by cluster 4, small and very small local and southern 
firms would have probably invested in the AC areas regardless of incentives. 
The interviews with a sample of leading figures involved in the relocation process 
to three southern areas revealed a positive attitude towards the Area contract as a 
policy measure to promote the socio-economic development of depressed areas. 
They emphasised its special ability to promote agreements (‘concertazione’) 
between public and private, local and external actors to create suitable conditions 
for the location of SMEs in areas facing employment crisis. Nevertheless, several 
weak elements have been stressed (from the fragmented procedures and the 
inefficiency of local public administration, to the large amount of financial 
incentives that could lead investors to take advantage of it). In addition, it has been 
underlined that the absence of a development agency (one-stop shop) able to assist 
investors during the location or relocation process is an obstacle to relocation.  
 

7.3 The relocation of Dutch firms from the Randstad to the 
Northern provinces and the role of the IPR premium17  

 
7.3.1 Descriptive statistics 

 
As for the Italian case, this section presents the results of a survey on relocation 
determinants that have been addressed to a sample of about 100 firms which 
relocated to the northern provinces (Groningen, Drenthe and Friesland) in the last 
five years, starting from 1998. Of those, 14 filled the questionnaire (see Appendix 
3) but they declared not to have been granted IPR to relocate from the Randstad to 
the northern provinces (Contrast group). Since the focus of this empirical analysis 
was to test the influence of the IPR premium on the relocation decision, another 20 
firms, which received the IPR, have been interviewed by phone.18 The selection of 
these 20 firms was made on the basis of their identification and their willingness to 
cooperate. The Contrast group has been used to investigate differences and 
similarities in firm relocation behaviour of firms which received or did not receive 
the regional subsidy.  
The questions addressed to the firms (of both the samples) are similar to those of 
the Italian case: (i) type of relocation (integral and partial relocation); (ii) general 
characteristics of the firm and its market; (iii) push and pull factors driving firm 
relocation to the northern provinces; (iv) most influential obstacles that firms faced 
during the relocation process; (v) the perception (‘image’) of the northern areas. 
As for the Italian case, it is however important to stress that the sample is partially 
biased because it comprises entrepreneurs who have all actually relocated.  
Additional interviews have been carried out with four actors involved in the 
relocation to the North and with ten scholars in the fields of economic geography, 
economics and regional policy.  
The questions addressed to the actors concerned push and pull factors driving firms 
to move out of their original location and the role played by the IPR in the 
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attraction of ‘external’ investments and fostering the socio-economic development 
of the northern provinces. In addition, they were asked for recommendations to 
speed up the development of the Northern areas and to comment about the future 
trends of the Dutch regional policy.  

 
IPR-granted firms – type of relocation and firm characteristics  

 
Forty-five percent of the investments come from the Randstad, 45% are ‘local’ –  
they were already located in the Northern provinces – and the remaining have 
originated from abroad (Table 7.16). Groningen attracted 50% of the projects; 
Friesland commanded 35% of the investments with the rest being located in 
Drenthe (15%). The ‘local’ investments concern 55% of the firms already located 
in the province of Groningen which invested in this area; 33% of the firms already 
established in Friesland invested in Friesland and the remaining 11% refers to firms 
whose head office was situated in Groningen and who opened a new branch in 
Friesland.  

 
Table 7.16: Origin of IPR-granted firms that have invested in the northern provinces  

Origin Groningen 
(%) 

Drenthe (%) Friesland (%) Tot. (%) 

Randstad  4 (44%) 2 (22%) 3 (33%) 9 (100%) 
Northern 
provinces  

5 (55%) / 4 (44%) 9 (100%) 

Abroad  1 (50%) 1 (50%) / 2 (100%)  
Total  10 (50%) 3 (15%) 7 (35%) 20 (100%) 

 
Thirty percent of the firms have been subsidised by the Centralised IPR and the rest 
by the decentralised IPR. Half of the new projects are branch plants and the other 
half regards complete relocation. The new business activities account for 89% in 
various manufacturing sectors. About 60% of the initiatives cater for less than 20 
jobs each, 18% are responsible for 40 to 60 new jobs and 22% more than 60 jobs. 
The larger firms, in terms of number of employees, belong to the packaging and 
water purification19 sectors.  
The firms supply the national (45%), foreign (30%) and local (25%) markets. 
Export firms are both local and foreign; of those, two manufacture food products.  

 
IPR-granted firms – “pull” factors 
 
Lack of business sites, their high costs, and congestion are the main push factors 
driving firm relocation from the Randstad to the northern provinces. Besides, the 
interviewees have been asked to indicate the pull factors promoting relocation. As 
presented in Table 7.17, the first factor is ‘site and premises’ which includes land 
availability, costs of land and premises, facilities in terms of permits and licenses. 
In particular, a low price of land plays an important role for the low-value added 
manufacturing activities.  
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Quality of the local environment, including quality of accommodation (houses), 
cost of living and security, is the second factor in order of importance. Northern 
provinces are less congested and not crowded either in terms of residential areas or 
business sites if compared to the Randstad. Several people prefer to live in 
Drenthe, that is the northern province closer to the centre of the country, and work 
in the Randstad in order to benefit from the higher quality of life.  
The identification of the third pull factor, in order of importance,  is not so clear. 
For 35% of the interviewees incentives are relevant and for 20% they are rather 
important. On the other hand, none stated that without incentives he/she would 
never have relocated. Fifty percent of the respondents stated that they were not 
important at all, and 40% stated that they played an important role (Table 7.18). 
While for the Italian case, the importance of incentives was confirmed in the 
answers to both questions, the Dutch entrepreneurs do not seem so convinced about 
the relevance of government subsidies.  

 
Table 7.17: Motivations to relocate (pull factors) for IPR-granted firms  

  Relevant Rather 
important  

Not important N.a.  Total  

Site and premises  55% 35% 5% 5% 100% 
Business environment 35% 30% 25% 10% 100% 
Local government*  35% 15% 25% 25% 100% 
Incentives  35% 20% 20% 25% 100% 
Market  30% 35% 35% 0% 100% 
Labour force  25% 40% 20% 15% 100% 
Accessibility/Infrastructure   15% 45% 30% 10% 100% 

Cost of credit  10% 5% 40% 45% 100% 
*And local institutions (NOM and SNN) 
 
Table 7.18: What would have happened to the project if IPR grant had not been awarded  

%
Without incentives I would never have relocated 0 
They played an important role in the decision to relocate 40 
They were not important 50 
N.a.  10 
Total  100 

 
Another factor supporting the move is the good cooperation with the local 
institutions and the local government (for 35% they are relevant and for 15% rather 
important). The interviewees stressed that the local government (municipality) and 
local institutions such as the NOM (the development agency for the North) and 
SNN (the Northern Netherlands Cooperation) (cf. section 6.3) assisted the firms in 
the relocation process. In particular, the NOM provided them with advice during all 
the phases of the relocation process: from the selection of the industrial site to the 
establishment of the activity. The factor ‘market’, including new market 
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opportunities and proximity to customers and suppliers is the fifth factor promoting 
relocation (30% stated that it is relevant and 35% that it is rather important). 
Finally the availability of a labour force at lower prices was ‘relevant’ for 25% of 
the respondents and ‘rather important’ for 40%.  
The pull factors which seem not important for the relocation of the investors of the 
sample are accessibility and infrastructure. Accessibility and infrastructural levels 
are good in the core areas as well as in the peripheral areas, which is probably why 
for the respondents considered these factors ‘neutral’. 

 
IPR-granted firms – obstacles to relocation 

 
The only problem entrepreneurs seemed to have faced in the relocation process 
concerns delays in getting the IPR premium, which, as a consequence, caused 
delays in establishing the plant (10% of the entrepreneurs). On the other hand, 70% 
of the respondents declared to have realised the investment as forecasted in the 
business plan. 

 
IPR-granted firms – the ‘image’ of the northern provinces  

 
An entrepreneur from the Randstad (Rotterdam) who invested in Friesland, but 
who has also considered the province of Limburg as a possible location, stated that 
the main reason for choosing Friesland was because “people in Friesland have a 
better ‘work mentality’ than people in Limburg” (Interview n. 8). As Van 
Langevelde (2001) stressed, some differences between the Frisian and Limburg 
economies in the Netherlands are, for example, accounted for by reference to the 
recognised positive work motivation that is part and parcel of Frisian culture.  
It is interesting, however, to note that the same entrepreneur who declared to be 
satisfied with the work mentality of Frisians, initially moved to this area with his 
family but, after some time, he did not like living there and returned to Rotterdam.  
An entrepreneur who relocated the entire production activity from one area to 
another in Friesland stated that “employees like the Frisian environment, and it has 
been no problem for employees from outside Friesland to come and live here” 
(Interview n. 17). 
A specific question about how the northern provinces were perceived before and 
after relocation was posed to the interviewees, and the possible answers were 
‘positive’ and ‘negative’. The large number of blank answers does not permit one 
to draw accurate conclusions on this matter. However, it is worth to mention that 
about half of the respondents, before investing, perceived the northern provinces 
negatively because they thought these areas to be less developed and less 
accessible.  



                                                                                                                     173 

 
Table 7.19: Ten highest rated towns in the Northern Netherlands in 1997, by location area of the 
respondents 

 Groningen  Friesland  Drenthe  
1 Groningen*  Heerenveen*  Meppel*  
2 Assen Drachten* Hoogeveen* 
3 Hoogeveen  Wolvega* Assen* 
4 Hoogezand* Meppel Beilen* 
5 Drachten Emmeloord Emmen* 
6 Heerenveen Sneek* Groningen  
7 Leek* Lemmer Heerenveen  
8 Meppel Steenwijk Coevorden* 
9 Veendam* Leeuwarden* Steenwijk  

10 Beilen  Groningen Drachten 
* Within the same province      
Source: Meester (2004) 
 
As demonstrated in the research by Meester and Pellenbarg (2004) on locational 
preferences of Dutch entrepreneurs (mental map), places in the middle of the 
country (i.e. Utrecht and Amersfoort) get the highest ratings, while Northern 
Netherlands is perceived as homogeneously unfavourable (see also, Pellenbarg, 
1977, 1985; Meester, 1994; 2000; 2004; Pellenbarg and Meester, 1984). However, 
the location preferences by the entrepreneurs located in the northern provinces 
show some distinctive elements and this can be explained by considering that 
entrepreneurs prefer their own surroundings. For instance, among the entrepreneurs 
in the province of Groningen, the highest rating is scored by the city of Groningen. 
Among the entrepreneurs in Friesland, the highest scorer is Heerenveen. And 
among the entrepreneurs in Drenthe, the most preference is for the southern edge of 
that province, with Meppel as the most attractive (Meester, 2004, p.84) (Table 
7.19). 

 
Analysis of the Contrast group  

 
As anticipated, the contrast group is formed by 14 firms which relocated from the 
Randstad to the Northern provinces, but had not been granted IPR. These firms are 
all very small: a few of them are sole proprietor companies (29%) and the rest are 
firms with 2-4 employees (71%). About 80% operate in the services sector20 and 
the rest are manufacturing firms.21 As explained in section 6.3, firms with such 
characteristics are not eligible for the decentralised IPR which only applies to 
‘basic’ firms which sell 50% or more of their output outside the region where they 
are established. In addition, small projects cannot be subsidised by the IPR because 
of the small amount of investment.22 
As concerns the pull factor enhancing relocation, the category ‘quality of life’ 
accounted for 48% of the responses, indicating that the main reason was to move 
out of “the congested, overcrowded and expensive Randstad”. An entrepreneur in 
the graphic design business who moved to Friesland stated, “we specifically 
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searched for a location near water in a rural and natural environment” (Interview 
n.5).  
Besides, cost-related factors such as cheaper land and housing were a solid second 
reason (36%). For three entrepreneurs “personal considerations” were the decisive 
factors to invest in the northern areas and to live there. Finally, an entrepreneur in 
the handicraft sector also pointed out the proximity to customers as a relevant pull 
factor.  
Another ‘soft’ factor such as the mentality of people is also seen as a good reason 
to relocate to another area. An entrepreneur in the publishing sector stressed “we 
did not like the mentality of people in the previous location (…) the Frisians’ 
mentality is much better” (Interview n. 9). 

 
7.3.2 Other elements on the relocation process  

 
Direct interviews with four actors23 involved in the investment process in the north 
and ten scholars engaged in economic geography, economics and regional policy at 
two Dutch universities (University of Groningen and University of Utrecht) and the 
Tinbergen Institute in Rotterdam are presented in this section24.  
The interviewees were asked, although in differing degree of details, to discuss: (i) 
push and pull factors attracting firms to invest in the northern provinces; (ii) the 
IPR as a tool in the relocation choice; (iii) feasible actions to improve the 
attractiveness of the northern provinces; (iv) future trends of the Dutch regional 
policy in the Netherlands with a specific focus on the IPR. 
The respondents agreed with the entrepreneurs about the push factors driving firms 
to relocate from the Randstad to the northern provinces (lack of space, congestion, 
etc.). As concerns the pull factors, the first group of interviewees – belonging to 
local government and local agencies - stressed that the IPR is not the main reason 
supporting firm relocation to the north because most of the expansion investments 
would also have taken place without the IPR. Although the IPR plays a role in 
promoting endogenous investments and, at the smallest scale, in attracting firms 
from the Randstad and from abroad, the main reasons to invest in the northern 
provinces are land availability, labour availability and accessibility. “Firms do not 
choose to invest in the northern provinces in order to benefit from the IPR (…), 
however the IPR becomes important when they have already decided on the 
northern provinces” (Interview n. 2). Besides, as another interviewee stated 
“incentives are important to decide to locate but they are mostly important in the 
international context to compete with other countries (…). For firms coming from 
the Randstad, the premium is not strictly necessary. The incentive is only a one 
time pay-off and that’s it!” (Interview n.4). In particular as a local actor emphasised 
“the Centralised IPR is not a reason for foreign firms to invest because their main 
search is for the availability of skilled labour force and market” (Interview n.1).    
Another issue they raised is that the small number of relocations from the 
Randstad, especially by manufacturing firms, can be explained by the fact that it is 
difficult to make employees move. By contrast, for businesses such as call centres 
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it is easier to invest in the north because they can hire low-skilled employees in 
loco.  
One of the weak points of the IPR, which has been pointed out by some local 
actors, is that it does not subsidise small and very small investments. This aspect 
can constitute an obstacle because small projects create more jobs on average, as 
demonstrated in section 6.3.  
As concerns the “future” of the IPR in the period 2007-2013, some of the 
respondents do not agree with the newly announced central government’s intention 
to stop the special incentives for the Northern Netherlands (including the IPR), 
which are considered ‘old-fashioned’ measures. On the other hand, others propose, 
as an alternative to the IPR, to strengthen the local context in order to improve 
growth and innovation of the indigenous firms and focus on specific sectors (such 
as bio processing, energy, call centre, metal and electrical industries).25 As a local 
actor stated “I think the Northern Netherlands is not a crisis region (...) there are 
several firms, we are strong enough to do without this policy subsidy” (Interview n. 
1).  
The second group of actors, interviewed are experts in economic geography, 
economics or regional policy. They agreed that growth (need for expansion) is the 
first trigger to relocation of firms in general, and of Dutch firms, in particular. 
However, there are other factors behind that. Organizational factors (merger, 
acquisition, take-over, etc.) but also innovation can lead to relocation. Besides 
location factors (i.e. accessibility, environmental problems, etc.), the proximity to 
the market and to the labour force can play a crucial role in the decision-making 
process. On the other hand, the influence of subsidies is not a priori. Incentives are 
relatively important for a firm which has already decided to invest in a peripheral 
area because they represent a way to partially overcome the diseconomies 
characterising such an area. Firms decide to make an investment (expansion or new 
plant) and subsequently in choosing an area they also take into account the 
government incentives that are offered. Thus, it can be stated that government 
subsidies play a relevant role in the last phase (the ‘negotiation’ phase) of the 
decision-making process, as suggested by Louw (1996).26  
The scholars underlined the growing relevance of ‘soft’ factors in firm relocation 
choice. While cost and profit were the main determinants in the traditional location 
theory, nowadays, soft factors such as ‘quality of life’ (housing and environment), 
‘image’ of places or ‘private’ reasons are shown to be as ‘relevant’ in several 
studies on firm relocation choices (cf. Chapter 2). Besides, the attitude of the local 
government towards attracting firm relocation can play a crucial role in the 
relocation decision choice. The research on the relocation determinants of firms 
moving out of the Randstad, carried out by Schutjens et al. (1998), showed that 
organizational factors (i.e. take-over, merger, etc.) were the first reason to move, 
followed by accessibility and possibility to expand. However, 22% of the 
entrepreneurs mentioned private reasons for leaving the Randstad (i.e. housing or 
working closer to home). Pellenbarg et al.(2002) clearly explains that in the last 
10-15 years of the twentieth century a new shift in the importance of location 
factors can be observed, which can be designated as a shift to ‘soft’ factors, such as 
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the availability of knowledge infrastructure and information technology facilities; 
the representativeness/image of business sites, conditions for living and recreation; 
government policies and attitudes and environmental aspects of location 
(Pellenbarg et al., 2002, p.61).  
The way in which entrepreneurs perceive a specific place (mental maps) represents 
an important ‘soft’ factor which influences the relocation choices. The research on 
the ‘mental maps’ of Dutch entrepreneurs in the years 1983, 1993 and 2003, 
carried out by Meester and Pellenbarg (2004) showed that the basic configuration 
of the mental maps in the three periods of analysis has not changed much in twenty 
years. Entrepreneurs still prefer to be located in places in the middle of the country, 
where there is a dome with centrally located Utrecht as its summit. However, over 
the years, the ‘peak’ is flattening. If in the period between 1983 and 1993 there was 
an decreasing appreciation of the locations on its west flank, in the following 
period (1993-2003) this decrease has extended to the eastern flank. The factor 
analysis carried out by the authors shows that three fundamental dimensions 
determine the rating of possible firm locations by entrepreneurs: centrality of 
location, agglomeration size and landscape and culture. This result might suggest 
that the central areas are slightly loosing their attractiveness because of congestion 
problems and cost of living (land and housing), in favour of less central areas 
which offer a higher quality of life (i.e. residential environment). 
As concerns the IPR, the scholars underlined that the weak points of the policy 
measure are that it mainly subsidises expansion, capital-intensive and medium-
large sized investments. Firms undertaking expansion might have invested anyway, 
while new firms induce a higher employment growth. Standard- and capital-
intensive production is more willing to be relocated to the northern provinces in 
order to exploit cheaper locations and labour, while knowledge and ICT firms are 
clustered in the core area. Besides, capital intensive and medium-large firms do 
create a smaller number of jobs when compared with knowledge-intensive and 
smaller firms.  
The last issue that has been addressed concerns the shift of emphasis of the new 
Memorandum towards a renewed concentration of spatial policy on the Randstad. 
Some of the scholars argued that ‘Stopping the IPR is not a problem itself but it 
might cause an increasing gap within the Netherlands and over-congestion in the 
Randstad (…) the urban core will incur and partly it is incurring the social cost of 
spatial concentration’ (Interview n. 10). As already underlined in section 6.3, in 
order to make the north more appealing, industrial sites in the West should have to 
be more expensive. The deconcentration scenario study proposed by Elhorst et al. 
(1999, pp. 27-28) suggests that it would have positive national welfare effects. 
Most of the positive effects would be concentrated in the core region, whereas the 
peripheral region is expected to be subject to a more mixed distribution of both 
positive (economic) and negative (environmental) effects.  



                                                                                                                     177 

 
7.3.3 Conclusions for the Dutch case 

 
The survey showed that for a large part of the firms concerned, the IPR instrument 
was not decisive. On the other hand, the availability of industrial areas and their 
cost and the quality of living represent the main motives behind the relocation 
decision. The influence of ‘soft’ factors, such as quality of living and the 
perception of places, on the relocation choices is confirmed by the analysis of the 
contrast group (firms which invested in the Northern Netherlands without receiving 
subsidies). As emphasised in the marketing campaign by the NOM, “a major 
advantage of the Northern Netherlands as an establishment location is the quality 
of life. Peace and quiet, clean air and a friendly atmosphere are important 
characteristics (…)”.27 Another aspect worthwhile mentioning concerns the 
important role played by the local actors (NOM and SNN) in promoting the 
peripheral areas and assisting firms in the location process.  
The interviews with the scholars underlined that the IPR policy measure as such 
does not foster the development of the northern provinces because it mainly 
subsidises expansion, capital-intensive and medium-large sized investments. These 
firms do not induce a higher employment growth and do not differentiate the 
production structure of the area which is mainly constituted by standard- and 
capital-intensive activities. 
As far as the new trends of the Dutch regional policy are concerned, the expert-
interviewees involved in the relocation process did not share a common point of 
view. Some questioned the need to abolish the IPR measure while others stated that 
the Northern Netherlands is not a crisis region itself. On this point, the scholars 
emphasised that the renewed concentration of spatial policy on the Randstad might 
lead to an increasing gap between the core area and the periphery. On the other 
hand, deconcentration of businesses and people is desirable to overcome 
congestioning the Randstad as well as to foster the development of the northern 
provinces. 
 

7.4 The relocation of British firms from the South East to the 
periphery and the role of the RSA measure 

 
7.4.1 Descriptive statistics 

 
As for the Italian and Dutch cases, this section analyses micro-level data of firms 
that have received grants under RSA to invest in the AAs. Because of the lack of 
reliable data on firm relocation in the United Kingdom28, this section does not refer 
to a direct survey conducted by the author, as for the previous case studies, but to 
secondary data published in the “Evaluation of Regional Selective Assistance 
1991-1995”29 Report (AEP, 2000). Micro-level data on 165 firms that have been 
RSA grant recipients to invest in the AAs are presented. A postal questionnaire was 
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completed and a face-to-face interview was undertaken with senior personnel in the 
165 assisted businesses. The distribution of projects was stratified to ensure 
adequate statistical representation of particular types of projects including different 
sizes of projects and projects undertaken by foreign-owned companies.  
As stated in section 6.4, since 1984, the RSA was no longer available to plants 
relocated within the UK, and displacement was taken into account in deciding the 
award. 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 from one part of 
the country to another, are not eligible for assistance (AEP, 2000). This means that 
only partial relocation (opening of new branches) is granted by the scheme. The 
other investment types are: expansion, modernising and the establishment of a new 
company. The secondary data limitations do not allow an investigation of the 
relocation patterns as analysed for the Italian and Dutch cases (i.e. activities that 
have been transferred with the partial relocation; general characteristics of the firm 
and its market; push and pull factors driving firm relocation to the Assisted Areas; 
most influential obstacles that firms faced during the relocation process; the 
‘image’ of the AAs areas before and after the localisation). In addition, the data do 
not allow us to identify how many relocations originated from the core areas of the 
UK because only a distinction between UK and foreign firms is provided. 
Furthermore, the analysis mainly focuses on the assessment of project 
“additionality”, which is the extent to which RSA altered the firm’s investment 
decision, whether in timing, scale or in location. In other words, the influence of 
the measure as a pull factor has been investigated. Besides, alternative locations to 
the AAs that have been considered by entrepreneurs are analysed. 
Besides, as for the other case studies, 8 additional actors (scholars in urban and 
regional economics, economic geography and planning, consultants of private 
companies dealing with regional policy and location economics, a few staff 
members of the RDAs and someone working at the DTI) have been interviewed.  

 
Type of relocation  

 
Table 7.20 shows the geographical distribution of the RSA projects sample. Fifty-
three percent of the sample projects are located in English Assisted Areas and 22% 
and 24% in Welsh and Scottish Assisted Areas, respectively. Where the net grant 
offered and job outputs are concerned, the sample reflects the larger average size of 
projects in Scotland and Wales relative to England. Although it has not been 
specified in Table 7.20, 84 projects were located in Development Areas and 81 
projects were located in Intermediate Areas.  
As concerns the country of ownership, Table 7.21 indicates that 29% of the 
projects were foreign-owned companies. This included a reasonable mix of other 
EU (15 projects), USA (17 projects) and Far Eastern companies (15 projects).  
The importance of foreign direct investment (FDI) to the RSA scheme increased in 
the mid-1980s. FDI accounts for only about one-tenth of RSA grants (20 percent of 
grants since the revisions to RSA in 2000), but 50 percent of the assistance. In 
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some years, as much as 80 percent of RSA-supported investment is in the form of 
FDI. Thus, while the regional grants are not available for relocations in the UK, 
they have been used extensively to support inward FDI.   
 

Table 7.20: Geographical distribution of RSA-granted projects  

Location 
comprising  

Number of 
cases 

Percentage 
of total 

Percentage 
of total gross 
job outputs 
achieved  

Percentage 
of grant paid 
(net of taxes) 

Average net grant 
per project (£) 

England of which: 88 53.3 56.6 34.5 389,396 
  East Midlands  3 1.8 5.1 2.7 883,650 
  Merseyside 8 4.8 1.1 2.6 318,416 
  North East 16 9.7 10.2 10.5 690,357 
  North West  11 6.7 12.3 1.9 169,615 
  South West 7 4.2 3.3 2.6 363,714 
  West Midlands  11 6.7 12.6 8.2 729,293 
  Yorkshire  
  &    Humberside 

9 5.5 6.2 3.4 370,286 

  East  11 5.7 1.2 1.0 92,978 
  London  5 3.0 4.0 1.2 242,009 
  South East  7 4.2 0.7 0.3 46,354 
Wales    37 22.4 17.4 24.2 680,068 
Scotland  40 24.2 26 41.3 1,128,871 
Total  165 100.0 100.0 100.0 622,273 

Source: Elaboration of AEP (2000)  
 

Table 7.21: Country of ownership  

 Number of 
projects 
(sample) 

% of total Number of 
projects 
(sample) 

% of total 

UK 118 71.5 4,827 89.8 
Foreign-owned 47 28.5 550 10.2 
Total  165 100.0 5,377 100.0 

Source: Elaboration of AEP (2000)  
 
RSA measure as pull factor 

 
Table 7.22 summarises the influence of RSA on investment decisions and indicates 
the average grant paid per project for each of the categories. The most significant 
categories related to making the level of risk acceptable (26.2%) and providing a 
source of finance that would otherwise not have been available (25.3%). As might 
be expected these categories appeared to involve projects at lower average grant 
levels, reflecting the importance of these factors to smaller firms.  
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Table 7.22: The influence of RSA on investment decisions  

Factors  % of responses Average grant paid per 
project (£) 

Made the rate of return acceptable  21.7 598,269 
Offset financial assistance available 
elsewhere  

4.5 590,750 

Offset higher costs of an Assisted Area 
location  

2.3 1,474,467 

Provided a source of finance which would 
otherwise not be available  

25.3 364,424 

Made the level of risk acceptable 26.2 443,882 
Other  19.9 914,830 

Source: Elaboration of AEP(2000)  
 

According to the survey, smaller firms that relied on bank finance for project 
funding, confirmed the value of RSA offers in securing loan finance for the balance 
of project funding. They were convinced that lending institutions derived 
confidence from the RSA appraisal process. 
Offsetting higher costs of an Assisted Area location (2.3%) is compatible with the 
greater mobility of larger projects and suggests that RSA was influential in 
encouraging larger projects to locate in Assisted Areas. The "other" category 
covered a number of effects and suggests the existence of benefits outside the 
expected advantages of grant awards. Discussions with larger multi-national firms 
suggested that several of these "other" cases reflected as internal general bidding 
process. Typically, this was a competitive process within an overall context in 
which investment funds are rationed. To make the shortlist for these funds, projects 
had to show basic viability and economic returns. The effect of RSA on these 
projects seemed to be to help improve their rankings within these shortlists, often 
allowing the project to go ahead. 
Offsetting financial assistance available elsewhere accounted for 4.5% of cases and 
the average project size in terms of grant was relatively low. This suggests that 
although RSA does fulfil this role, it was a limited role within the wider decision-
making process. 
Respondents were asked whether they expected the RSA project to give them a 
competitive advantage over other suppliers. Table 7.23 shows the main advantages 
that had been expected. Multiple answers were allowed. The results shown suggest 
that no particular advantages dominated. The largest single category weighted by 
grant was a lower cost base (26.8%). “Other” was the next most significant 
category accounting for 19% of the responses. An analysis of these “other” 
responses suggested that these include capacity-related issues, particularly relating 
to the speed of delivery or ability to take on larger contracts. Collectively the first 
three product-related categories account for 48% of the grant paid to sample 
projects. 
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Table 7.23: Nature of competitive advantage of the RSA project over other suppliers  

 % of sample of cases % of sample grant costs  
New products  13.6 14.3 
Technically superior products  16.2 15.7 
Better quality products  17.2 18.4 
Lower cost base 20.2 26.8 
Lower price  8.1 6.3 
Other  24.7 18.5 
Total  100.0 100.0 

Source: Elaboration on AEP (2000)  
 
Based on interview responses and the analysis on the type of project by ownership 
and mobility categories, the existence of other operations was one of the major 
advantages. Other advantages mentioned included the supportive business 
environment including low labour on-costs, such as National Insurance. 
There was also a larger set of respondents, within larger international firms, who in 
response to direct questions on additionality quite openly regarded RSA as a 
‘gesture’ of support from the UK government. These particularly included some of 
the longer established multi-nationals. Many of these respondents perceived that 
while payment of grant did not necessarily affect whether the assisted project went 
ahead, they regarded any refusal of grant as having serious implications for their 
future and wider operations in the UK. In particular they perceived that a refusal 
would indicate that the UK government was no longer supportive of their particular 
sector or business. This was widely perceived by respondents as being a key 
influence on non-UK-based company decision-makers, as was the supportive 
business environment (including low labour on-costs). On balance however, some 
of these responses were likely to reflect the perceptions of UK management 
operating within a competitive international business environment and therefore 
keen to exploit any possible competitive advantage. 
In the absence of RSA it was found that, as a proportion of grant paid, 20% of 
projects would have gone ahead unchanged; 18.4% would have been abandoned; 
13.8% would have taken place elsewhere in the UK but outside the Assisted Areas; 
30% would have taken place outside the UK; 9.2% would have occurred more 
slowly; and, 8.2% on a smaller scale or an otherwise different basis (Table 7.24). It 
shows that RSA changed the project location in around a fifth of cases, with most 
firms reporting that the project would otherwise have located outside the UK.  
Compared with an earlier evaluation (PA Cambridge Economic Consultants, 
1993)30, the assessment for the 1991- mid 1995 cases showed a higher proportion 
in the category ‘project would have gone ahead unchanged’ than for the 1985-1988 
project cohort. While this suggested a higher level of non-additionality than in the 
period 1985-1988, the authors of the 1991-1995 survey suspect that this result may 
reflect a broader and more thorough approach to assessing additionality on the part 
of the interviewers. This in turn reflected the greater number of indirect questions 
on additionality. Estimates for cases where projects would proceed more 
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slowly/later and where projects would proceed on a smaller scale were generally 
lower than in the 1985-1988 evaluation. Besides, it was found that 53% of projects 
would have been able to go ahead at the same scale with a lesser amount of grant 
money.  
This allows one to state that RSA remained an important and effective tool for 
attracting inward investment and encouraging indigenous companies to remain in 
the Assisted Areas.  

 
Table 7.24: What would have happened to the project if RSA grant had not been awarded  

Percentage of sample Percentage of net grant paid  
1985-88 1991-95 1985-88 1991-95 

Abandoned  25.5 13.5 23.1 18.4 
Gone ahead unchanged  15.1 19.3 7.3 20.0 
Proceed elsewhere in the UK 1.9 8.2 2.0 13.8 
Proceed elsewhere in the EU  14.6 19.0 
Proceed elsewhere outside the 
EU  

9.0 
3.5 

33.1 
11.4 

Proceed more slowly/later  29.2 24.0 22.2 9.2 
Proceed on a smaller scale  13.2 12.9 9.9 4.2 
Other 6.1 4.1 2.4 4.0 

Source: Elaboration on AEP(2000)  
 

Table 7.25: Characteristics of additionality of sample projects by project size (% of grants)  

Project Scale: £ 25,000 or 
less  

£ 25,000 - 
£100,000 

£ 100,001 - £ 
1 million 

Over £ 1 million 

Gone ahead  16.2 29.5 17.8 21.6 
Proceed elsewhere in the 
UK 

0.0 11.1 11.4 15.0 

Proceed elsewhere in the 
EU  

2.0 1.3 26.1 16.8 

Proceed elsewhere outside 
the EU  

0.0 0.0 2.9 14.9 

Proceed more slowly 42.7 26.0 12.0 6.9 
Proceed smaller  19.8 8.8 9.5 0.0 
Abandoned  14.3 17.5 17.8 20.1 
Other  5.0 5.8 2.6 4.8 
Total  100.0 100.0 100.0 100.0 

Source: Elaboration on AEP(2000)  
 

The government evaluations do not give a breakdown by country of origin, but the 
disaggregation of ‘additionality’ by project scale is presented in Table 7.25, which 
shows that the projects that would have changed in location were almost 
exclusively the larger projects. For projects of £25,000 or less the principal effects 
were that projects would have proceeded more slowly or proceeded on a smaller 
scale. For larger projects, the refusal of the RSA grant would most likely have 
resulted in an alternative location being chosen. Thus, half of the projects costing 
more than £1 million reported that RSA changed their location. In fact, as Wren 
(2004) pointed out, these larger RSA-assisted plants are substantially more likely to 
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be foreign-owned, so that the survey-based evidence is that grants are effective in 
attracting FDI.   
The evaluations do not identify ownership, but since RSA is not offered to existing 
plants that relocate within the UK, it seems likely that the large projects were 
implemented by foreign-owned firms (Jones and Wren, 2004). It is indeed 
worthwhile to remember that the United Kingdom is a major recipient of inward 
investment, which has increased from $10 billion in 1985 to a peak of $120 billion 
in 2000.31 About half of the investments are located in regions that have 
traditionally been targeted by regional policy either at the national or European 
level (see Jones and Wren, 2004).  
In 1991-1995, half of the RSA grant amount was given to foreign-owned firms 
(about £100 million per year), but representing only 10% of the number of awards 
(550 projects are foreign-owned). As the literature suggests, the pull factors 
attracting FDIs in a country like the UK are of two types: (i) agglomeration factors 
and (ii) classical location factors. Foreign firms tend to locate in proximity to other 
firms to benefit from advantages, including the levels of infrastructure and 
industrialisation or the pattern of past FDI or imports (Culem, 1988). Besides, 
classical location factors influence their location. These include market size and 
growth; the cost, availability and organisation of labour; the macroeconomic 
factors like the exchange rate and tax regime; inward investment policy, such as 
fiscal incentives, and the promotional activities and non-financial supports of the 
inward investments agencies (see Friedman et al., 1992; Cassou, 1997). As Jones 
and Wren (2004) pointed out, early studies on the location determinants of FDIs 
(see Taylor, 1993; Devereux et al., 2003; Wren, 2004) suggest that inward 
investment policy, including the RSA, has a positive effect on early-stage location, 
but that over time it gives way to agglomeration economies, which become the 
driving force behind FDI location.  
As mentioned above, a key objective of RSA is to ensure that Britain competes 
effectively for internationally mobile projects. RSA is intended to offer net regional 
and national economic benefit by encouraging investment that would not otherwise 
proceed in the United Kingdom.  
 
Other locations that have been considered 

 
Alongside the more direct questions on additionality, respondents in the surveys 
were asked about their site search. Tables 7.26 and 7.27 summarise the other 
locations that could have been and were considered for the RSA assisted project. 
The results shown in the two tables are generally similar. Table 7 suggests that just 
8% of projects could not have chosen an alternative location and 36% could have 
chosen a site within the same region or territory (Scotland and Wales). Table 7.30. 
shows that 42% of projects did not consider an alternative location. A further 34% 
only considered sites within the UK. Both tables suggest that the average net grant 
paid increases with the spatial scale of search, principally reflecting the fact that 
larger projects (measured by size of grant) tend to be more mobile. 
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In terms of the objective of RSA to attract employment into Assisted Areas, Tables 
7.26 and 7.27 suggest that a significant proportion of smaller projects (typically 
relating to smaller indigenous companies) were not particularly mobile and would 
have located within (or in many cases close to) Assisted Areas anyway. In these 
cases the benefits of RSA was in terms of aiding the development of existing 
(smaller) businesses within Assisted Areas. While this was valid use of RSA it is 
clearly very different from its other role in attracting mobile investment into the 
Assisted Areas. 

 
Table 7.26: Other locations that could have been chosen for the project  

 % of projects  Average grant 
paid  

% of total grant paid  

None  8.2 155,568 1.9 
Same region  36.2 478,082 25.4 
Rest of UK 31.7 659,388 30.6 
Rest of EU 19.8 1,079,218 31.3 
Outside EU 4.1 1,794,802 10.8 

Source: Elaboration of AEP(2000)  
 

Table 7.27: Other locations that were considered for the project  

 % of projects  Average grant 
paid  

% of total grant paid  

None  42.0 404,036 26.5 
UK 34.4 477,685 25.6 
Rest of EU 19.7 1,023,099 31.5 
Outside EU 3.8 2,760,483 16.4 

Source: Elaboration of AEP(2000)  
 

As presented in Table 7.27, for 42.0% of the projects no other location was 
considered, 34.4% considered an alternative UK location while a foreign location 
interested 23.5% of the sample. Sites within the rest of the EU were the largest 
category in terms of the overall grant paid.  
These results can be cross-referenced against the responses shown in Table 7.24, 
showing responses to more direct questions relating to additionality. The 
proportion of respondents that suggested that in the absence of RSA the projects 
would have proceeded in the rest of the EU (19% of net grant paid), was lower than 
suggested by the site search (32% of net grant paid), but was similar to the actual 
number of projects that considered locations in the rest of the EU. This confirms 
the accuracy of direct additionality claims and suggests that RSA was highly 
significant in the location decision. 
The finding that the scope for an EU location (Table 7.26) was greater than the 
actual search does however, suggest that the UK offered other intrinsic competitive 
advantages within the EU.  
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7.4.2 Other elements on the relocation process 
 

This section presents further elements of the relocation process in the UK on the 
basis of a sample of interviews that have been carried out in the course of the PhD 
research project. The respondents are scholars in urban and regional economics, 
economic geography and planning, consultants of private companies dealing with 
regional policy and location economics, a few staff members of the RDAs and 
someone working at the DTI.32 The interviewees were asked, although in varying 
degrees of details, to discuss: (i) push and pull factors attracting firms to invest in 
the peripheral areas; (ii) objectives of the UK regional policy; (iii) the influence of 
the RSA measure in the relocation choice; (iv) strengths and weaknesses of the 
policy measure. 
The interviewees stressed that the extent of firm movement from the core area to 
the periphery has been much lower since the 1970s than before then (see section 
6.4). This is mainly because of the large scale decline of manufacturing 
employment everywhere, and the consequent cessation of most policies designed to 
encourage such movement. The emphasis of the current regional policy is on the 
direction of Foreign Investment to northern regions in the UK (i.e. US investment 
in Scotland), and the encouragement of indigenous SMEs.  
Therefore, if there has been relocation within the country, much of this has been to 
other parts of southern Britain, and in the services sector, directed mainly to 
reviving the cities.  
The most feasible locations in the periphery, for manufacturing firms willing to 
leave the South East, have been indicated as follows: 

1. West Midlands and East Midlands (first choice); 
2. Yorkshire and Humberside and North West (second choice); 
3. South West, South Wales, Scotland and North East (third choice). 

West Midlands and East Midlands constitute the first location choice for an 
entrepreneur willing to relocate because they offer lower labour and land costs, 
highly diversified economy (especially West Midlands), advantages due to 
agglomeration economies (large economy of engineering, aerospace, typical 
manufacturing sectors, etc.), high skilled labour force, good accessibility and good 
transportation links. 
Yorkshire and Humberside used to be rural areas and did not have industries until 
the last few years, while the North West was a specialised area that collapsed and it 
took a lot of time to recover. Successful cases are represented by Manchester, 
Leeds and Bradford, which host clusters of firms and have good accessibility.  
Among the third-choice locations, Scotland has a diversified economy and has a 
successful Regional Development Agency (Scottish Enterprise), founded more 
than 30 years ago, which attracted inward investments, mainly high value-added 
companies (i.e. computer manufacturing; electric components and engineering). On 
the other hand, South Wales is geographically closer to the South East but 
psychologically remote.  
As concerns push and pull factors driving firm relocation from the core area to the 
periphery, respondents stated that firms tend to move out from the South East 
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because of high cost of land, limited availability of labour and land, high cost of 
labour and lease term. In general, it can be stated that incentives are not important 
location factors while accessibility is still an important factor. On the other hand, 
Regional Development Agencies play a relevant role in promoting inward 
investments in the peripheral areas, especially production overseas. RDAs 
constitute 'One-site shop' because they provide all information to the new investors 
and assist them during all the phases of the relocation process (from marketing of a 
location to assistance with finding in an appropriate site and locating).33 According 
to an interviewee, peripheral areas might become more competitive if more 
responsibility will be given to the RDAs. In the medium to longer term it will be 
achieved by the success of the areas to lift their performance, especially in 
productivity and skills, closer to that of the more prosperous areas of the country. 
To the question about strengths and weaknesses of the RSA measure, the 
respondents replied that its strengths lie in the application of strict criteria for 
appraisal of projects, including viability, market assessments for displacement of 
similar economic activity, additionality test (need for grant) and negotiation of 
necessary minimum. It is also a very flexible instrument, within its geographical 
boundaries, open to all sectors (subject to EC restrictions) and all sizes of firms.  A 
weakness is perhaps the difficulty of applying the additionality test with sufficient 
rigour, given the tension between hard negotiation and the desire to win projects 
for the region.  
 
7.4.3  Conclusions for the British case 

 
Relocation from the core of the UK to the Assisted Areas has decreased from the 
1970s to the present. Over recent decades, RSA is the most scrutinised business 
support measure promoting relocation. Since 1984, RSA is no longer available to 
plants relocating within the UK, thus it only subsidises the opening of new 
branches, both national and foreign firms.  
The analysis on the 165 RSA-granted projects indicates a considerable effect of the 
grant on location, especially for foreign-owned firms. This result confirms what 
has been made clear in successive White Papers and other policy statements: 
“regional financial incentives have been designed to ensure that the United 
Kingdom can compete effectively for internationally mobile investments”. 
Attracting foreign investors is one of the priorities of the regional policy in the UK; 
foreign companies are more foot-loose than indigenous firms, which tend to keep 
their location because they are more embedded in their spatial environment. 
Besides, the analysis suggested that the RSA was influential in encouraging larger 
projects which are more likely to be foreign-owned. By contrast, a significant 
portion of smaller, mainly indigenous firms, would have located within the 
Assisted Areas anyway.  
The importance of RSA as a pull factor is however not as important as it has been 
shown for the Italian case. The RSA changed the project location in around a fifth 
of cases, with most firms reporting that the investment would otherwise have 
located outside the UK. As concerns foreign investments, the RSA represented the 
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main pull factor for early-stage location, but it is easily substituted by 
agglomeration economies in the course of time. Besides, Jones and Wren (2004) 
argue that inward investment policy is applied most intensively in the regions 
where the FDI is already most concentrated in particular activities and where the 
effect of the policy is expected to be weakest. In the AEP Report (2000), it is stated 
that international mobility is supposed to increase over the next few years for all 
firms on the basis of the evidence presented in the study. It is clear that the increase 
in FDI location is one of the main motives behind the decision for the continuation 
of the RSA scheme, thus, analyses on firm level data are necessary to better 
understand which decision the government should make. 
However, it is worthwhile to stress that the evaluations such as the one for the 
RSA, based on face-to-face interviews with senior managers of randomly selected 
samples of RSA-assisted firms, are subject to biases and some caution must be 
exercised in their interpretation.  
As stated by the actors interviewed, RSA, and in general policy incentives, does 
not act as a trigger to relocation within the UK, especially for indigenous firms. On 
the other hand, the RDAs might play an even more relevant role in fostering the 
development of peripheral areas if more responsibility would be given to them. 

7.5 Conclusions  
 
The micro-analyses about the initiatives which have been granted by the three 
policy measures (AC for Italy, IPR for the Netherlands and RSA for the United 
Kingdom), are based on slightly different methodologies and provide therefore 
results that are hardly comparable. Nevertheless, the outcomes of the researches  
allowed to answer question 3 and test Hypothesis 3. 
In terms of comparability of the three situations, while in Italy and in the 
Netherlands the majority of granted ‘external’ investments come from the core 
area, in the UK foreign investments dominate the scenario, partly because 
attracting foreign investors is one of the priorities of the regional policy in the UK 
– and of the RSA in particular. As concerns firm relocation from the core area to 
the periphery, in Italy the gemellaggio among local actors played a relevant role in 
attracting ‘external’ investments from the centre-north, as it has been demonstrated 
by the amount of initiatives in the area of Manfredonia.  
While lack of business sites, their high costs and congestion are the main push 
factors driving firms to relocate from the core areas to the periphery, the analysis of 
pull factors shows different scenarios. Government incentives are the most 
important determinant for the Italian firms investing in the Mezzogiorno, followed 
by availability of industrial areas at competitive prices. Nevertheless, as the factor 
and cluster analyses have shown, while centre-northern firms are particularly 
inclined to invest in the south because of the availability of incentives and 
industrial areas, small and very small local firms would probably have located in 
the areas without incentives. Incentives are necessary to overcome the 
diseconomies of the southern areas, and centre-northern firms benefit from them in 
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order to be able to transfer medium-high value-added activities or new production 
lines in the Mezzogiorno, through the opening of new establishments. 
In the Dutch case, the availability of business sites remains the most important 
factor, while none of the interviewees has stated that without incentives he/she 
would never have invested. On the other hand, the quality of the local environment 
is perceived as a relevant determinant to relocate, followed by the good 
cooperation with the local government and local institutions (NOM and SNN).  
Similar to the Dutch case, in general, the RSA measure in the UK showed a scarce 
relevance as a pull factor. Although, its importance increased for early-stage 
location of foreign investors, it is willing to be substituted by agglomeration 
economies in the course of time. It can be stated that in the three countries, a 
significant proportion of smaller indigenous projects would have located within the 
peripheral areas without incentives, as well. 
In conclusion, government incentives play a much more important role in the 
location and relocation of activities to the Italian Mezzogiorno than for the Dutch 
and the UK cases. However, this is partly due to the differences of the peripheral 
areas in the three countries as well as the different amount of incentives offered by 
the three policy measures. In other words, the Mezzogiorno cannot be compared to 
the Dutch Northern provinces as far as the level of economic development is 
concerned; similarly, the AC tool cannot be compared  to the IPR or the RSA 
because of the different amount of public grants available, which totals to 50-80% 
of the investment in the first case compared to 15-30% and 10-35% in the IPR and 
RSA, respectively (see Table 6.36 in the previous Chapter).  
In the end, the micro-analyses allow us to test Hypothesis 3, that  was phrased as 
follows: labour market and policy incentives were important determinants 
promoting the core-periphery relocation in 1950s-1970s, while nowadays ‘softer’ 
factors (i.e. image of the location, quality of the local environment, etc.) are the 
most important determinants. 
The outcome of the research does not lead to the same conclusion as for the three 
national cases. Certainly, the hypothesis is not fully acceptable for the Italian case, 
where investors coming from the centre-north, consider the supply-side 
(availability of industrial land, low cost of land, location facilities and relocation 
incentives) and demand-side (new market opportunities and accessibility) the most 
important determinants. Instead,  the hypothesis is acceptable for the Dutch and 
British cases. In particular, 10 Dutch respondents out of 20 and 20% of the 
investors in the United Kingdom declared that they would have invested in the 
peripheral areas regardless the incentives. Besides, the Dutch respondents 
emphasised the image of the location and the quality of the local environment as 
important factors. Nevertheless, it cannot be excluded that the propensity to invest 
in the peripheral areas might be related to premium percentage of the investment. 
Although more research needs to be done, these results support the EU debate 
about the utility of financial aid schemes to foster the development of depressed 
areas. It might be necessary to revise discretionary policy tools such as the AC, IPR 
and RSA because a large share of the investments, with different degrees in the 
three countries, would have taken place regardless the incentives.  
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1 A questionnaire has been sent to a sample of managers which invested in the peripheral areas of the 
three countries and have been granted by the policy incentives (the AC in Italy, the IPR in the 
Netherlands and the RSA in the United Kingdom). Among the reasons behind the different response 
rate, we cite the lack of cooperation from entrepreneurs, the length of the questionnaire and the 
quality of data on relocating firms. In structuring the questionnaire there was a preference for 
obtaining as much information as possible from each respondent; this gave rise to a large number of 
questions. The lack of reliable data played a relevant role for the Dutch and the UK cases. Both the 
UK and Dutch firms which replied to the survey declared that they had not relocated from the core 
area to the periphery – they were indigenous investments. 
2 These results have been partially published in Bianchi and Mariotti (2002; 2003), with reference to 
the cases of Manfredonia, Crotone and Ottana; in Mariotti and Faggian (2004) and in the fourth 
chapter of the Report titled “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) that has been undertaken by the Dipartimento per lo Sviluppo delle 
Economie Territoriali and SVIMEZ (2004). The author of this book collaborated in gathering and 
elaborating the data and chapter 4 of this Report has been developed in collaboration with the author, 
herself.  
3 The questionnaires were sent to a sample of 528 entrepreneurs that invested in the AC areas. The 
questionnaires were sent in 2003 and the interviews were carried out in the course of the 2004.  
4 Size and sector of the firm and its market size (local, national, world wide). If a new branch was set 
up, these questions were addressed to both the new plant and the parent company.  
5 The two firms that replied to the questionnaire are centre-northern firms, located in Bergamo 
(Lombardy). 
6 As concerns firm size, the definition by the European Commission (‘Disciplina comunitaria in 
materia di aiuti di Stato a favore della piccole e medie imprese’, 1996) is adopted: firms with 1- 49 
employees are ‘small’; with 50-249 employees ‘medium’; with more than 250 employees ‘large’. 
7 The Made-in-Italy sectors are: home furnishing (furniture, glass ceramics), fashion (textiles, 
eyewear, shoes and sportswear) and engineering industry. 
8 Financial incentives, labour incentives and fiscal incentives. The most relevant were the incentives 
provided by Law 488.  
9 Giunta and Florio (2002) in their study on the firms that signed the Programming Contract presented 
similar results.  
10 Viesti (2002a) in a study on ‘external’ investments to the Mezzogiorno in 1996-2001, presents 
similar results.  
11 This aspect was mentioned in the section of the questionnaire “quality of life”.  
12 Value=1 for centre northern investments; value=0 for southern investments.   
13 Face-to-face interviews have been carried out with the actors of the Area Contracts of Crotone and 
Manfredonia and those in the Central Public Administration. Telephone interviews were conducted 
with the actors of Ottana. 
14 The scholars are G. Viesti and M. Capriati of the University of Bari, R. Camagni and R. Capello of 
the Politecnico of Milan, E. Ciciotti of the University Cattolica of Piacenza, A. Giunta of the 
University of Cosenza and L. Bianchi and S. Prezioso of SVIMEZ.  
15 Trade associations that took part to the survey for the Mezzogiorno were: Assindustria Crotone, 
Associazione degli Industriali di Capitanata, Assindustria Treviso, l’Associazione Industriali della 
Provincia di Vicenza and Assolombarda. CISL and UIL trade unions have been interviewed for 
Crotone; CGIL, CISL and UIL for Manfredonia.  Local development agencies were: Crotone 
Sviluppo and Ottana Sviluppo. Trade associations that were interviewed for the SEEC were: 
Assindustria Treviso (Treviso Glocal- company for the promotion and internationalisation of the 
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Treviso economy) and Apindustria Vicenza (Trade association for SMEs). Besides, CISL of Treviso 
took part in the survey. 
16 See, for example, the article written by Viesti on the ‘questionable usefulness of the incentives’ 
which can be retrieved from www.lavoce.info.it  
17 I would like to thank two student assistants of the Faculty of Spatial Sciences Ykje Vriesinga and 
Jeroen Westendorp for their help in collecting the data and organising the interviews.  
18 The questionnaires were sent in the month of November 2003 and the interviews were carried out 
from January to February 2004.  
19 It concerns construction of water purification plants. 
20 Such as graphic and web design, copying-printing, publishing, educational services and wholesale.  
21 Packaging, handicraft and cheese production.  
22 The minimum investment sum for setting up a project eligible for a premium is €136,134. It 
becomes €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 (cf. section 6.3). 
23 This concerns the Ministry of Economic Affairs in Groningen, SNN, NOM and the local 
municipality of Groningen. The first two represent the national level and the others the local level.  
24 This sample comprises P.H. Pellenbarg, J. Van Dijk, L.J.G. Van Wissen and W. Meester of the 
University of Groningen, Faculty of Spatial Sciences; J. Oosterhaven, University of Groningen, 
Faculty of Economics; O.L.C. Atzema, J. Lambooy, E. Wever; R.A. Boschma, V.A.J.M. Schutjens, 
University of Utrecht, Faculty of Geographical Sciences; W. Molle, Timbergen Institute in 
Rotterdam.  
25 For an overview, see <http://www.nom.nl>. 
26 The decision-making process suggested by Louw (1996) includes three phases: (i) orientation; (ii) 
selection; (iii) negotiation. In the negotiation phase, the price issue is always predominant.    
27 See: http://www.nom.nl. 
28 A questionnaire similar to the ones that have been used for the Italian and Dutch cases (see 
Appendix 3) was sent to 150 British firms that were supposed to have relocated from the South East 
to the periphery (Scotland, West Midlands, East Midlands, Yorkshire and Humberside and North 
East) in the last five to ten years. Since the response rate was too small (about 8 firms filled the 
questionnaire), secondary data have been adopted. The very small response rate is not only due to the 
lack of cooperation by the entrepreneurs, but to the unreliable data that were used to select the sample 
of 150 firms.  
29 The report has been published in September 2000.  
30 It is important to underline that the sample sizes of the earlier surveys were not the same. The study 
of 1980-1984 case had a sample of 150 companies, the 1985-1988 study had a sample of 212 cases 
and the current 1991-1995 evaluation had a sample of 165 cases. The evaluations of RSA for the 
period 1985-1988 was carried out by PACEC (1993), while the evaluation for the years 1980-1984 
was carried out by King (1990).  
31 FDI has decreased since the turn of the Century. In its 2003 report, UNCTAD found that 
investment to the UK fell to 20 per cent of its 2000 level, reflecting a fall in corporate takeovers 
(Jones and Wren, 2004). 
32 The author acknowledges the cooperation of Prof. Philip McCann (Department of Economics, 
University of Reading), Prof. Peter Wood (Department of Geography, University College London), 
Prof. James Simmie (School of Planning, Oxford Brookes University), Mr. Geoff Hamby (Prism 
Research, Telford). 
33 See Jones and Wren (2004) for an examination of the North East of England (One-North-East) and 
Invest UK involvement with the inward investors at both project and plant levels.  
 


