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Preface

Most research on public management underlined the necessity of the total demise of the
welfare state in favour of a new efficient and effective model for the organization of the
society. This kind of research emphasizes the need of change and transformation and the
need to look to the private sector to gather inspiration. This book takes a more realistic
approach, focusing on the complexities and difficulties of the change process, showing
where the real cost-cutting took place and how public sector organizations try to resist
the financial distress. The volume examines core service areas of the Italian public sec-
tor, such as higher education, public transport, healthcare, water supplies together with
local governments. This refereed book clearly demonstrates that there was a real reduc-
tion of resources in those core service areas, causing financial distress situations. Gath-
ering up-to-date economic and financial data, this book shows that the welfare state in
Italy did not disappear but is still alive although it is not in good conditions. It shows
how the resistance to change worsened the situation and which are the recovery actions
that were taken in order to avoid the financial distress. This evidence is important be-
cause it shows a remarkable resilience of the Italian state and its core institutions despite
their serious financial and economic problems.

In chapter 1 Borgonovi and Maggi analyse the financial distress of the Italian State
using a framework based on five main factor groups: economic environment, institution-
al system, politics and political behaviour, efficiency and functioning of public admin-
istrations, and social environment. The conclusion is that Italy is a very weak country
when dealing with ordinary situations, but it has great capacities when called to respond
to exceptional circumstances, urgency and danger.

In chapter 2 Capalbo, Grossi, lanni and Sargiacomo provide a general analysis of the
Italian special legislation on Local Governments’ financial distress, focusing on the
“attitude” of the Central Government towards financially troubled entities. They note a
changing attitude of Central Government towards these entities. Currently the attitude
of Central Government is to give Italian Local Governments the chance to independent-
ly plan and manage the turnaround process through a specific multiyear procedure out
of the official status of financially destabilized entity.



XII Preface

In chapter 3 Gitto, Venditti and Antonucci, using the Foucault’s theory of “govern-
mental rationality” show, through a case study, how the causes of the financial distress are
simultaneously attributable mainly to the cuts in central transfers and to the implementa-
tion of fiscal federalism. They conclude that the federalism was not balanced by munici-
palities’ real and autonomous taxing capacity and efficient culture in tax collection.

In chapter 4 Ianni, D’ Andreamatteo, Sargiacomo and Lega using the Governmental-
ity framework analyse the Financial Distress in the Italian National Healthcare System
(INHS) in the light of the current re-centralization trend set by the Italian Government
after a period of decentralization. They conclude that re-centralization may be possible
and “in tune with” a regional federalist system, but on the condition that it is limited to
guarantee, basically as steering role, that the governmental healthcare objective may be
reached, and thereby making the overall INHS more sustainable for the future.

In chapter 5 D’ Andreamatteo, lanni and Sargiacomo show, through a detailed case
study, how the regional inertia in improving the financial sustainability of healthcare orga-
nizations prompted the central government intervention. They show how Abruzzi almost
succeeded in the process of recovery and requalification of its healthcare system by using
strategies of retrenchment and reorganization. The Abruzzi healthcare system case high-
light the importance of changing the set of leadership capabilities to lead the turnaround
situation and to improve the competencies of the regional health department’s staff.

In chapter 6 Della Porta, Consorti, Sargiacomo and Venditti analyse the financial sit-
uation of Italian Public Universities after the introduction of reforms regarding not only
the introduction of more rational funding allocation systems but also the possibility of
closing universities that are persistently in a financial distress state. By combining two
indicators - one regarding the future financial public transfers and one concerning the
quality of research in the Italian universities, calculated on the basis of up-to-date AN-
VUR and MIUR data -, they show that the new funding rules will favour the polarization
of the Italian university system but in the future. The speed of change, in fact, is very low.
Considering the huge reduction of resources set by central government, the old logic of
resource allocation, designed for reasons of social cohesion, while not encouraging con-
tinuous improvement, is still quite strong in the present with the result of exposing indis-
criminately both high and low performing Italian universities at risk of insolvency.

In chapter 7 Battista, Verna, Lucianetti and Sargiacomo investigate the interrelation-
ship between personnel burn out and financial distress in Italian public universities after
the introduction of reforms. These reforms increased the pressure to pursue financial
efficiency and research quality, affecting in turn, the burn out of academicians and em-
ployee staff. Using a sample of 351 respondents from 54 Italian public universities, the
paper shows that when high levels of financial efficiency are combined with high levels
of research quality, the level of individual burn out increases. Moreover, results suggest
that the implementation of the “right” PMS, in this context characterized by an increas-
ing uncertainty, may mitigate the effect of burn out on people working in academia.



Preface XIII

In chapter 8 Maraghini, Riccaboni and Trovarelli highlight the need and the oppor-
tunity to qualify the turnaround process in academia too, via the adoption of a strategic
approach and a wider perspective capable of accounting for the several aspects of uni-
versity management and the heterogeneous nature of the phenomenon. The University
of Siena’s turnaround case highlights the importance of a series of points, i.e, a step-by-
step process, a strategic approach, the awareness of process multidimensionality, the
careful analysis of cause-effect relationships, the ‘material’ and ‘intangible’ dimension
(culture), the monitoring, the involvement and participation.

In chapter 9 Della Porta, D’Amico and Gitto analyse the financial situation of the
Italian Local Public Transport sector. Some recent cases of bankruptcy in this sector tes-
tify unequivocally the existence of areas of suffering, making it urgent to analyse the fi-
nancial conditions of the Italian local public transport companies to verify their ability to
meet their short and long term financial commitments. They show how the financial dif-
ficulties of public transport companies are the effect of the contrast in place between the
central government - that, in times of crisis, imposed a performance funding logic -, and
the local governments, which resist in adopting such logic defending the sociality of the
service. Using some empirical evidences, the chapter shows that such resistance reached
a critical phase that is dangerous for the whole Italian local public transport sector.

In chapter 10 Della Porta, Consorti, D’ Amico and Gitto analyse the turnaround of a
local public transport company. Starting from the time it was conceived, they describe
the difficulties and resistance that characterized the various attempts to embark on the
road of efficiency as requested by the NPM inspired reforms. They show, in particular,
how in the local public transport sector the conditions of profitability of the companies
were dictated more by political choices than from managerial ones. The chapter high-
lights that the turnaround process was reached by formulating more realistic expecta-
tions based on the economic and financial sustainability of the service and not just on its
social desirability.

In chapter 11 Truant, Argento and Grossi investigate the situation of Italian water
companies by focusing on their ownership structures and financial health condition. The
chapter presents an overview of the Italian water sector’s regulatory framework, charac-
terized by a proliferation of laws that generated instability. The analysis of the Italian
water sector shows that profitability is lower in smaller organizations and in the case of
public ownership. This aspect is a consequence of the lower public resources provided
by local governments to support companies’ activities and investments. The co-authors
highlight that such a situation creates tension between social and economic goals and
activities. They conclude that this lack of financial sustainability in Italian water-service
providers can seriously affect the sustainability and goals of the whole sector.

Pescara, 31 May 2016

Prof. Massimo Sargiacomo
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1

The Financial Distress of the
Italian State

Elio Borgonovi, Davide Maggi

This paper is focused on the Italian State distress that is currently posing a
tangible risk for its economic, social and political sustainability, and for the
future of younger generations. The framework adopted is based on five main
factor groups: economic environment, institutional system, politics and politi-
cal behaviour, efficiency and functioning of public administrations, and social
environment.

With regard to the economic environment, the most critical factors in the last
two decades were the low increase in productivity, by far one of the lowest in
Europe and in other developed countries, and the low increase in the rate of
GDP. With regard to the institutional system, the critical aspect is related to a
complex multilevel governance (State, Region, and Local government) and to
the difficulty in defining clear responsibility for financial and non-financial
performances.

As to politics and political behaviour, Italy is characterized by a fragmented
system. The last quarter of the century was characterized by the dissolution of
traditional parties and by an instable behaviour among and within the new
parties (the central right Forza Italia, the central left Democratic Party - PD,
Lega Nord, Movimento 5 Stelle that are critical towards traditional behav-
iour). The current government, moreover, is committed and engaged in re-
form processes and aims at providing political stability for the future.

A never-ending problem is the low level of efficiency and functionality of pub-
lic administration that has a negative impact both on political behaviour and
public-private relations. In July 2015 a reform of public administration was

" This chapter is a joint work of the authors: paragraph 1 and 8 are attributed to both
authors; paragraphs 2, 3, 4, 5, and 7 to Davide Maggi, and paragraph 6 to Elio Borgo-
novi.
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Financial Distress in the Italian
Local Governments'

Emma Capaldo, Giuseppe Grossi, Luca Ianni,

Massimo Sargiacomo

This contribute aims at providing a general analysis of the Italian special
legislation on Local Governments’ financial upset, focusing on the “attitude” of
the Central Government towards both structurally distressed and financially
destabilized entities. A synthetic outline of the national framework on financial
distress and insolvency of Italian Local Governments is presented; data about
number, dimension and geographical position of currently distressed Italian
Local Governments are commented; then, the involvement of the Central
Government in restoring the financial equilibrium of distressed Italian Local
Governments is considered, focusing on the legislative measures of intervention,
so as to remark recent regulatory changes. The available data seem to confirm
several changes in the attitude of Central Government: further studies should
investigate in depth the effectiveness of the legislative measures currently
adopted, so as to identify criticalities and possible revisions.

Learning Objectives
After reading this chapter you should be able to understand:

e the typical features and the “magnitude” of the circumstances of local
financial distress regulated in the Italian legislation.

! Although this article is the result of a joint research, paragraph 2.1 and 2.2 can be
attributed to Emma Capalbo; paragraph 2.3 to Giuseppe Grossi; paragraph 2.4 to
Luca Ianni; paragraph 2.5 to Massimo Sargiacomo.
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Financially Distressed Local

Governments Recovery Plan’
Antonio Gitto, Michela Venditti, Gianluca Antonucci

Based on Foucault’s theory of “governmental rationality”, this work intends to
underline the connections and consequences of the implementation, in Italy, of
the so called “fiscal federalism”, stressing also the interaction that the “new”
scheme is having in the crisis scenario of the last years. Based on the analysis of
a study case (Castellarano Municipality) the work presents and discusses the dif-
ferent implications of recovery plans under “new” rules for Italian local public
administrations which slowly try to overcome stratified typical models of bureau-
cratic culture, looking for acquiring a managerial culture which should be also
manifested in the ability to ensure consistency between the expectations of the
users and the minimization of the resources used. Aim that can be achieved only
thanks to a palpable reorganization of Italian local public bodies.

Learning objectives

After reading this chapter you should be able to:

e Understand the crisis in local public bodies;

e Understand the financial distress in local public bodies;
e Discuss the recovery plan in local public bodies.

1

The chapter is the result of a joint effort and formulation. However, Antonio Gitto
(corresponding author) wrote sections 3.3 and 3.4; Michelina Venditti wrote
sections 3.1 and 3.6 ; Gianluca Antonucci wrote sections 3.2 and 3.5.
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Financial Distress in the Italian
National Healthcare System
(INHS): physiology or pathology
of a decentralized (ongoing)
federalist system’

Luca Ianni, Antonio D’Andreamatteo, Federico Lega,
Massimo Sargiacomo

This chapter deals with the Financial Distress in the Italian National Healthcare
System (INHS) in the light of the recent trend towards a decentralized (regional)
federalist system and in relation to seemingly current re-centralization set by
Italian Government also for the Healthcare Sector. In this respect, drawing on
“governmentality framework”, we’ll try to improve our understanding of the
multi-tier situation generally featuring INHS among regions and the related fi-
nancial distress within decentralization or (re)centralization debate. Further-
more, we’ll try to make it clear how this possible trade-off between them might
be solved to better control the regional healthcare expenditure, preventing or
decreasing financial distress without jeopardizing a decentralized (ongoing)
federalist system. At the same time, highlighting what conditions are necessary
in order to get it completely accomplished, so that regions may feel more re-
sponsible to citizens and as a consequence enhancing regional accountability.
Finally, we’ll conclude that re-centralization may be possible and “in tune with”
a regional federalist system, but on condition that it is limited to guarantee,
basically as steering role, that governmental healthcare objective may be
reached, and thereby making the overall INHS more sustainable for the future.

The chapter is the result of a joint effort and formulation. However, Luca Ianni
(corresponding author) wrote sections 4.4 and 4.5; Antonio D’Andreamatteo wrote
sections 4.1 and 4.3; Massimo Sargiacomo wrote section 4.2; Federico Lega wrote
section 4.6.
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Healthcare Budget recovery
plan: the Abruzzi case'

Antonio D’Andreamatteo, Luca Ianni,
Massimo Sargiacomo

This chapter explores the challenges that Italian National Health System is
addressing to achieve efficiency, effectiveness and sustainability as a whole.
There is still paucity of studies concerning public services turnaround, while
the recent global crisis and the major challenges that the healthcare system is
facing worldwide call for instruments to prevent and solve the financial dis-
tress. Healthcare budget recovery plans are tools used by the Italian Central
Government to force regions to recover from poor health and financial per-
forming of their health systems. Despite a general negative judgment about
the first experiences of “failing” regions, Abruzzi can be identified as a case
where after the implementation of new strategies, a turnaround is already
underway. Criticalities still persist with particular reference to the provision of
the Essential Levels of Care (LEAs).

Learning Objectives

After reading this chapter you should be able to understand:
¢ the challenges that the Italian National Healthcare System (INHS) faces to
overcome financial distress;

1The chapter is the result of a joint effort by the authors who share the
formulation. The writing of the specific sections however has to be divided as
follows: D'Andreamatteo Antonio (corresponding author): paragraphs 5.3, 5.4.3,
5.4.4, 5.5; lanni Luca: paragraphs 5.2; 5.4.2; Sargiacomo Massimo: paragraphs 5.1,
5.4.1,5.6.



152 Chapter 5

Bibliography

PRIMARY SOURCES

Decision Of The Regional Government
Decision of the Regional Government 13" March 2007 No 224 - PdR
2007-2009

Decrees of acting commissioner (Abruzzi)

Decree of acting commissioner No 45/2010 - Reorganization of public
hospital beds.

Decree of acting commissioner No 67/2010 - Non hospital pharma-
ceutical expenditure - guidelines for Local Health Authorities

Decree of acting commissioner No 05/2011 - Guidelines for acts and
organization plans



Healthcare Budget recovery plan: the Abruzzi case 153

Decree of acting commissioner No 6/2011 - Regional tender under
“Union of purchase” for the supply of drugs - provisions

Decree of acting commissioner No 17/2011 - Measures of co-payment
for pharmaceutical expenditure

Decree of acting commissioner No 15/2011 - Rationalization of
healthcare unit

Decree of acting commissioner No 22/2011 - Operational programme
2011-2012

Decree of acting commissioner No 23/2011 - Measures for pharma-
ceutical care to contain expenditure and for prescribing behaviours
Decree of acting commissioner No 49/2011 - Guidelines for general
planning and strategic measure addressed to local health authorities
Decree of acting commissioner No 51/2011 - General practitioners and
prescribing behaviour - reporting

Decree of acting commissioner No 3/2012 - Generic drugs - guidelines
for Local Health Authorities

Decree of acting commissioner No 18/2012 - Measures for “direct dis-
tribution” of drugs

Decree of acting commissioner No 25/2012 - Equipment of hospital
beds

Decree of acting commissioner No 37/2012 - Establishment of hospic-
es for palliative care

Decree of acting commissioner No 49/2012 - Guidelines for staff re-
quirement

Decree of acting commissioner No 51/2012 - Designing of the network
of care for terminally ill patients.

Decree of acting commissioner No 52/2012 - Requirements for resi-
dential and semi-residential care for non-self-sufficiency, disability,
rehabilitation, mental health and pathological dependencies

Decree of acting commissioner No 67/2012 - Requirements for outpa-
tient specialist care

Decree of acting commissioner No 84/2013 - Operational Programme
2013-2015

Decree of acting commissioner No 11/2013 - Emergency-urgency net-
work and major trauma services

Decree of acting commissioner No 12/2013 - Tariff nomenclature for
outpatient specialized service

Decree of acting commissioner No 13/2013 - Regional tariff for hospi-
tal care

Decree of acting commissioner No 23/2013 - Targets for generic drugs
prescription

Decree of acting commissioner No 32/2013 - Amendments and inte-
grations to regional tariff for hospital care



154 Chapter 5

Decree of acting commissioner No 24/2013 - Guidelines for negotia-
tion with private healthcare providers, year 2013

Decree of acting commissioner No 45/2013 - Amendments and inte-
grations to tariff nomenclature for outpatient specialized service and
regional tariff for hospital care

Decree of acting commissioner No 112/2013 - Amendments and inte-
grations to Operational Programme 2013-2015

Decree of acting commissioner No 12/2014 - Targets for generic drugs
prescription, year 2014

Decree of acting commissioner No 20/2014 - Launch of reorganiza-
tion of the territorial network for residential and semi-residential care
Decree of acting commissioner No 34/2014 - Integrations to Opera-
tional Programme 2013-2015

Decree of acting commissioner No 36/2014 - Ceilings for hospital and
non-hospital pharmaceutical expenditure

Decree of acting commissioner No 43/2014 - Regional tender under
“Union of purchase” for the supply of drugs - provisions

Decree of acting commissioner No 91/2014 - Adjustments of tariffs for
Public Institutions for Assistance and Charity (IPABs) and mental
health facilities

Decree of acting commissioner No 92/2014 - Co-payments measurer
for rehabilitation services (art. 26 Law No 833/1978)

Decree of acting commissioner No 103/2014 - Amendments and inte-
grations to Decree of acting commissioner No 92/2014

Decree of acting commissioner No 104/2014 - Amendments and inte-
grations to Decree of acting commissioner No 91/2014

Decree of acting commissioner No 148/2014 - Guidelines for negotia-
tion with private healthcare providers, year 2014

Decree of acting commissioner No 133/2014 - Over-supply of rehabili-
tation services in residential and semi-residential care settings

Decree of acting commissioner No 164/2014 - Amendments and inte-
grations to guidelines for negotiation with private healthcare provid-
ers

Decrees of the President of the Council of Ministers (DPCM)

Prime Minister’s Decree 12/12/2009 - Appointment of Abruzzi Acting
Commissioner

Prime Minister’s Decree 29/11/2001 - Definition of Essential Levels of care
(LEAS)

Decrees Law (DL), Laws (L) and Legislative Decrees (LD).
Constitutional L No 372001 - Reform of Title V of the Constitutional Char-
ter



Healthcare Budget recovery plan: the Abruzzi case 155

DL No 502/1992 - Reorganization of the Italian National Health Service
DL No 56/2000 - Provision on fiscal federalism

DL No 78/2010 - Urgent financial stability and economic competitiveness
measures

DL No 98/2011 - Urgent measures for financial stabilization

DL No 95/2012 - Urgent measures for spending review without change in
public service

L No 833/1978 - Establishment of the Italian National Health Service

L No 311/2004 - Financial Law 2005

L No 266/2005 - Financial Law 2006

L No 296/2006 - Financial Law 2007

L No 191/2009 - Financial Law 2010

LD No 68/2011 - Measure for autonomy of income of regions and prov-
inces, and standard costing for the healthcare sector

Memorandum of understanding State-regions

Memorandum of understanding State-regions 03/08/2000.
Memorandum of understanding State-regions 22/03/2001.
Memorandum of understanding State-regions 08/08/2001.

Minutes of meeting, reports and studies

Court of auditors, Inquiry on public healthcare of Abruzzi (2009)

Court of auditors, Inquiry on public healthcare of Abruzzi (2011

Court of auditors, Inquiry on public healthcare of Abruzzi (2015)

MoEF, healthcare expenditure - report No 1/2014

Tavolo adempimenti and Comitato LEA, monitoring Abruzzi 22" July
2008

Tavolo adempimenti and Comitato LEA, monitoring Abruzzi 10" March
2010

Tavolo adempimenti and Comitato LEA, monitoring Abruzzi 8" April 2013
Tavolo adempimenti and Comitato LEA, monitoring Abruzzi 25" July 2013
Tavolo adempimenti and Comitato LEA, monitoring Abruzzi 04" August
2014

Tavolo adempimenti and Comitato LEA, monitoring Abruzzi 20" Novem-
ber 2014

Tavolo adempimenti and Comitato LEA, monitoring Abruzzi 04" April
2015.

Siveas - MoH, state of implementation of healthcare budget recovery
plan: opportunities and perspectives 2011.

Studies Service of Chambers of Deputies, Healthcare, No 1/2013.



156 Chapter 5

Agenzia Nazionale per i Servizi sanitari. 2005. «Assr on line - DRG ad
alto rischio di inappropriatezza - Anno 2003.» In Monitor, 2005° ed.
14. Roma.

Boyne, George A. 2004. «A ’‘3Rs’ strategy for public service turna-
round: retrenchment, repositioning and reorganization.» Public Mon-
ey and Management 24 (2): 97-103.

——. 2006. «Strategies for Public Service Turnaround Lessons from
the Private Sector?>> Administration & Society 38 (3): 365-88.
doi:10.1177/0095399705286004.

Carinci, F., S. Martines, V. Di Candia, C. Odio, T. Di Corcia, T.E. Persico,
A. Menna, et al. 2008. «Essential levels of information for budgetary
balance plans: A strategic program for the Abruzzo region.» Mecosan
17 (68): 137-50.

Cuccurullo, C. 2012. «Propositi, proprieta e legittimazione degli stru-
menti impiegati dai Piani di Rientro.>> Anessi Pessina, E. e Cantu, E.(a
cura di), L’aziendalizzazione della sanita in Italia: Rapporto OASI.

De Belvis, A.G.,, F. Ferre, M.L. Specchia, L. Valerio, G. Fattore, e W.
Ricciardi. 2012. «The Financial Crisis in Italy: Implications for the
Healthcare Sector.>» Health Policy 106 (N: 10-16.
doi:10.1016/j.healthpol.2012.04.003.

Ferre, Francesca, Corrado Cuccurullo, e Federico Lega. 2012. «The
challenge and the future of health care turnaround plans: evidence
from the ltalian experience.>> Health policy (Amsterdam, Netherlands)
106 (1): 3-9. doi:10.1016/j.healthpol.2012.03.007.

Ferré, Francesca, Antonio Giulio de Belvis, Luca Valerio, Silvia Longhi,
Agnese Lazzari, Giovanni Fattore, Walter Ricciardi, e Anna Maresso.
2014. Italy: Health system review.

Fiorani, G, G. Meneguzzo, e A. Tanese. 2007. «<Regional deficit recov-
ery and restructuring plans: a comparative analysis and feasibility as-
pects> In CEIS Healht Report 2007, 2007° ed. Roma: Health Com-
munication Sr.

Jas, Pauline, e Chris Skelcher. 2005. «Performance decline and turna-
round in public organizations: A Theoretical and Empirical Analysis*.>»>
British Journal of Management 16 (3): 195-210.

Manzoli, Lamberto, Vito Di Candia, Maria Elena Flacco, Massimiliano
Panella, Lorenzo Capasso, Massimo Sargiacomo, Paolo Villari, e An-
gelo Muraglia. 2012. «The impact of health policy: the extreme case
of Abruzzo, Italy.» International Journal of Care Pathways 16 (4): 115-
21.

Meneguzzo, Marco, e Gloria Fiorani. 2008. «I Piani regionali di rien-
tro. Analisi dinamica sistemica.>»> Mecosan 17 (68): 27-44.



Healthcare Budget recovery plan: the Abruzzi case 157

Paton, Rob, e Jill Mordaunt. 2004. «What’s different about public
and non-profit ‘turnaround’?>> Public Money and Management 24 (4):
209-16.

Sargiacomo, Massimo. 2015. «<Earthquakes, exceptional government
and extraordinary accounting.»> Accounting, Organizations and Socie-
ty 42: 67-89.

Silverman, David. 2001. Interpreting qualitative data: Methods for
analysing talk, text and interaction. Sage London.

Tediosi, Fabrizio, Stefania Gabriele, e Francesco Longo. 2009. «Gov-
erning decentralization in health care under tough budget constraint:
What can we learn from the ltalian experience?>» Health Policy 90
(2): 303-12.

Walshe, Kieran, Gill Harvey, Paula Hyde, e Naresh Pandit. 2004. «Or-
ganizational failure and turnaround: Lessons for public services from
the for-profit sector.>> Public Money and Management 24 (4): 201-8.



6

Financial Distress In Italian
Public Universities: General
Predictors And Features Of

Emerging Issues'

Armando Della Porta, Augusta Consorti,
Massimo Sargiacomo, Michela Venditti

In the last years, Italian public universities were affected by several reforms re-
garding not only the introduction of more rational funding allocation systems but
also the possibility of closing universities that are persistently in a financial dis-
tress state. If, on the one hand, the prediction of bankruptcy will have the effect
of making continuous performance improvement even more important for univer-
sities as a necessary condition to survive, on the other hand, the new legislation
faces a context, the Italian one, with a number of critical issues that will make
this task even more complicated. One of the most important issues concerns the
fact that public resources are allocated following a social cohesion principle and
not a meritocratic one. Hence the interest to investigate the financial health of
Italian universities in order to better understand how the risk of bankruptcy is
framed. The results show that the persistence of a social cohesion principle de-
spite the reforms makes the correlation between performance and financial dis-
tress still weak with the result of exposing indiscriminately both high and low per-
forming Italian universities at risk of insolvency.

' This chapter is the result of a joint effort by the authors who share the formula-
tion. However, the writing of the specific sections has to be divided as follows:
Della Porta (corresponding author): paragraphs 6.1,6.4,6.5; Consorti: paragraphs
6.2; Sargiacomo: paragraphs 6.3.2,6.3.3; Venditti: paragraphs 6.3.,6.3.1.
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The interrelations between
Personnel Burn Out and
Financial Distress in Italian

Public Universities'

Valentina Battista, Ida Verna, Lorenzo Lucianetti,
Massimo Sargiacomo

This study aims at investigating the interrelationship between personnel burn
out and financial distress in Italian public universities. To this end the paper
reviews the introduction of recent public reforms on the Italian university sys-
tem. These reforms led to increase pressure to pursue financial efficiency and
research quality, affecting in turn, the burn out of academicians and employ-
ee staff. Using a sample of 351 respondents from 54 Italian public universities,
the paper shows that when high levels of financial efficiency are combined
with high levels of research quality, the level of individual burn out increases.
A deeper analysis shows to what extent the employment of PMSs (i.e., interac-
tive and diagnostic) increases or reduces the level of personnel burn out. The
results highlight how the current situation of financial distress experienced by
the Italian public universities affects the level of burn out at individual level,
especially in those academic environments that are performing well both fi-
nancially and academically.

' Although this article is the result of a joint research, paragraph 1 and 2 can be
attribuited to Ida Verna; paragraphs 3, 4, 5, 6 to Valentina Battista (corresponding
author); paragraph 7 to Lorenzo Lucianetti and paragraph 8 to Massimo
Sargiacomo.
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Recovery Plan in Italian Public
Universities: the Siena case'

Maria Pia Maraghini, Angelo Riccaboni,
Francesca Trovarelli

Italian universities are currently facing tough changes and financial difficulties
and, in some cases, action to restore (turn around) economic and financial
balance was needed. External and internal factors contributed to this state of
affairs. Global crisis, an overall reduction in public funding, radical organiza-
tional reforms, on the one hand, and inadequate internal management and
control system, on the other hand, are the main challenges which Italian uni-
versities are currently coping with. This chapter focuses on the University of
Siena, a medium-sized, centuries-old institution founded in 1240 with an ex-
cellent reputation. Since the 1990s this University had been growing and ex-
panding for many years (new faculties, more courses, increases in student
numbers). But, its 2008 budget was significantly in the negative and, after a
long phase of growth, the whole University community experienced serious fi-
nancial and organizational difficulties. The aim of this chapter is to examine
how this situation - already problematic and exasperated by an increasingly
difficult external environment, in an academic context committed to change
and facing internal financial difficulties combined with administrative issues -
has been overcome. Financial difficulties were accompanied by a significant
organizational inefficiency and a worrying lack of appropriate management
and control systems and tools. After the second section, where general topics

' This chapter is the result of a joint effort by the authors who share its
formulation. However, the writing of the specific sections was divided up as
follows. Maria Pia Maraghini (corresponding author) wrote paragraph 8.4; Angelo
Riccaboni wrote paragraphs 8.1 and 8.5; Francesca Trovarelli wrote paragraphs
8.2 and 8.3.
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Financial Distress in Italian
Public Transports: General
Predictors and Feaures of

Emerging Issues’

Armando Della Porta, Luciano D’amico, Antonio Gitto

For a long time, the constant injections of public funds avoided the risk of in-
solvency and bankruptcy of Italian public transport companies. Nowadays,
however, things have changed and it is no longer possible, especially in the
light of the European Union’s prohibition to provide state aid, to keep on
providing unconditional funding. Some recent cases of bankruptcy in this sec-
tor testify unequivocally the existence of areas of suffering, making the anal-
ysis of the financial conditions of the Italian local public transport companies
urgent in order to verify their ability to meet their short and long term finan-
cial commitments. The financial difficulties of public transport companies are
the effect of the contrast in place between the central government - that in
times of crisis imposed a performance funding logic -, and the local govern-
ments, which resist in adopting such logic defending the sociality of the ser-
vice. This chapter aims at showing, thanks to some empirical evidences, that
such resistance reached a critical phase that is leading the whole Italian local
public transport sector to a state of financial distress.

Learning objectives

1

This chapter is the result of a joint effort and formulation. However, Armando
Della Porta (corresponding author) wrote sections 9.1, 9.4, 9.5; Luciano D’Amico
wrote section 9.3 and Antonio Gitto wrote section 9.2.



274 Chapter 9

Bibliography

AsSTRA (2015), Le aziende di trasporto pubblico locale. Le caratteristiche del-
le societa a partecipazione pubblica, Roma.

ASSTRA-ANAV (2005), La resa dei conti. Rapporto sul trasporto pubblico loca-
le, Roma.

AUTORITA DI REGOLAZIONE DEI TRASPORTI (2014), Primo Rapporto Annuale
al Parlamento, 16th July 2014.

AUTORITA DI REGOLAZIONE DEI TRASPORTI (2015), Secondo Rapporto Annua-
le al Parlamento, 15th July 2015.

BAIN (2012), /I settore del trasporto pubblico in Italia - Contesto di riferimen-
to e priorita di sviluppo del settore, Roma.

BAIN (2014, L’efficienza nel Trasporto Pubblico Locale in Italia, Giardini Na-
X0s

BoITAaNI A, CAMBINI C. (2004), Le gare per il trasporto pubblico in Europa e in
Italia: molto rumore per nulla?, “Economia e Politica Industriale”, n.122: 65-
99.

Borconovi E. (2004), Principi e sistemi aziendali per le amministrazioni pub-
bliche, Milano, Egea.

BorGoNoVI E., MUSSARI R. (2011), Pubblico e privato: armonizzare gli opposti, in
“Azienda Pubblica”, n. 2: 103-121.



Financial Distress in Italian Public Transports 275

BoYNE G.A. (2003), What is Public Service Improvement?, in “Public Admin-
istration”, Vol. 81, Issue 2.

BoYNE G.A. (2004), A 3Rs Strategy for Public Service Turnaround: Retrench-
ment, Repositioning and Reorganization, in Public Money and Management,
24(2):97-103.

BoYNE G.A. (2010), Performance Management: does it work? In Walker R,
Boyne G.A, Brewer G. (2010), Public Management and Performance, Cam-
bridge University Press, 207-226.

BUCCI O.(2006), Il trasporto pubblico locale. Una prospettiva per I’ltalia, 1|
Mulino, Bologna

BUHELER R., PUCHER J. (2011), Making Public Transport Financially Sustainable,
in Transport Policy, 18(1): 128-136

CamBINI C. (2005), Struttura di costo e rendimenti di scala nelle imprese di

trasporto pubblico locale di medie-grandi dimensioni, in Ceris-Cnr, W.P. n.
16/2005.

CAMERA DEI DEPUTATI (2014), Indagine Conoscitiva sul Trasporto Pubblico
Locale. Documento conclusivo, 8" April 2014.

Cassa DEposITI E PReSTITI (2013), /I Trasporto Pubblico Locale: il momento di
ripartire, Studio di Settore.

CopA V. (2012), Capire e fare il bene dell’azienda, in AAVV. |l bene
dell’azienda. Scritti in onore di Vittorio Coda, Giuffre, Milano.

CoTTARELLI C. (2014), Programma di razionalizzazione delle partecipate locali,
Documento del Gruppo di Lavoro per la Revisione della Spesa Pubblica.
D’amMico L., PALuMBO R. (2008), I/ trasporto pubblico locale dal protezionismo
al mercato, Milano: Franco Angeli.

DELLA PORTA A, GITTO A, (2013a), Reforming Public Transport Management in
Italy: The Continuous Search for Spending Better, in Public Sector Manage-
ment in Italy, edited by Sargiacomo M., McGrow-Hill, 2013

DELLA PORTA A. (2014), Obiettivi e indicatori di performance delle aziende di
Traporto Pubblico Locale, in Capalbo F., D’Amico L., Della Porta A., Monaco
E., Palumbo R. (2014), L’economicita delle imprese di trasporto pubblico lo-
cale. Comparazione dei costi, dei rendimenti e dei risultati, Franco Angeli,
Milano.

DELLA PORTA A, GITTO A. (2013b), La riforma del trasporto pubblico locale in
Italia nella prospettiva aziendale. |l difficile compromesso tra economicita
aziendale ed efficacia sociale, Franco Angeli, Milano.

DENIS, D.K., KRUSE, T. A. (2000), Managerial discipline and corporate re-
structuring following performance declines, in Journal of Financial Econom-
ics, Vol. 55, No. 3, pages 391-424.

GRossI G., MussARI R. (2004), | servizi pubblici locali nella prospettiva econo-
mico-aziendale, Aracne, Roma.

GROVES, S. M., GODSEY, W. M. & SHULMAN, M. A.(1981), Financial indicators
for local government, Public Budgeting & Finance,1:5-19.



276 Chapter 9

HENDRICK, R. (2004), Assessing and Measuring the Fiscal Health of Local
Government: Focus on Chicago Suburban Municipalities, Urban Affairs Re-
view, 40:78-114.

HiBBs J. (2000), Transport Policy: the Myth of Integrated Planning, Institute of
economic affairs, London.

HiBBs J. (2009), How Can we Call Transport a Utility?, in Economic Affairs,
29(4): 55-59.

JAKEE K., ALLEN L. (1998), Destructive Competition or Competition Destroyed?
Regulatory Theory and the History of Irish Road Transportation Legislation, in
European Journal of Law and Economics, 5: 13-50.

JONES, S. & WALKER, R. (2007), Explanators of Local Government Distress,
Abacus, 43, 396-418.

KLOHA, P., WEISSERT, C.S. & KLEINE, R. (2005), Developing and testing a
composite model to predict local fiscal distress. Public Administration Re-
view, 65: 313-323

LAVE C. (1991), Measuring the Decline in Transit Productivity in the U.S,,
Transportation Planning and Technology, 15: 115-124.

LIOU, D., SMITH, M. (2007), Financial distress and corporate turnaround: A
review of the literature and agenda for research. In: Accounting, Accountabi-
lity & Performance, Vol. 13, No. 1, pages 74-114.

Macal S. (2001), Politica ed economia dei trasporti, secoli XIX-XX, Bologna, Il
Mulino.

MEEs P. (2010), Transport for Suburbia, Earthscan, London, Sterling, VA.
MINISTERO DELLE INFRASTRUTTURE E DEI TRASPORTI (2011/2012), Conto Nazionale
delle Infrastrutture e dei Trasporti, Roma: Istituto Poligrafico e Zecca dello
Stato S.p.A.

OtcD (2009), Italy. Better Regulation to Strengthen Market Dynamics, OECD
Reviews of Regulatory reforms, OECD.

PADOVANI, E, SCORSONE, E (2011), Measuring Financial Health of Local Gov-
ernments: A Comparative Framework, Yearbook of Swiss Administrative Sci-
ences.

PAOLONE G., D’AMIco L. (2001), L’economia aziendale nei suoi principi parame-
trici e modelli applicativi, Torino: Giappichelli.

PEARCE, J.A. 11 (2007), The value of corporate financial measures in monitor-
ing downturn and managing turnaround: an exploratory study, in Journal of
Managerial Issues, Vol. 19, No. 2, pages 253-270.

PIPERATA G. (2011), I/ cammino lento e incerto dei servizi pubblici locali dalla
gestione pubblica al mercato liberalizzato, in Munus, 1: 1-35.

PopoLlI P. (1998), L azienda di trasporto pubblico locale, Cedam, Padova.
PopoLl P, BoTTI A. (2007), La concorrenza per il mercato nel trasporto pubbli-
co locale: criticita di un approccio ad assetto variabile, in Azienda Pubblica,
n. 4, pages 611-629

PRETORIUS M. (2009), Defining business decline, failure and turnaround: a
content analysis, in South African Journal of Entrepreneurship and Small
Business Management, Vol. 2, No. 1, pages 1-16.



Financial Distress in Italian Public Transports 277

RIVENBARK, W. C. & ROENIGK, D. J. (2011), Implementation of Financial Con-
dition Analysis in Local Government, Public Administration Quarterly, 35, 241-
267.

SARGIACOMO M. (2005), Il benchmarking nelle aziende di trasporto pubblico
locale, in Sargiacomo M. (edited by), /| benchmarking e la cultura del con-
fronto nelle amministrazioni pubbliche, Aracne, Roma.

SARGIACOMO M. (ed.) (2013), Public Sector Management in Italy, McGraw-Hill,
London.

SAVAGE |. (1993), Deregulation and Privatization of Britain’s Local Bus Industry,
“Journal of Regulatory Economics”, Vol. 5 (2): 143-158.

SAVAGE |. (2004), Management objectives and the causes of mass transit defi-
cits, Transportation Research Part A Vol. 38: 181-199.

SMITH, M., GRAVES, C.(2005), Corporate turnaround and financial distress, in
Managerial Auditing Journal, Vol. 20, No. 3, pages 304-320.

SORENSEN C.H., LONGVA F. (2010), Increased coordination in public transport-
which mechanisms are available? In Transport Policy, Vol. 18:1, pages 117-125.
TAYLOR B.D. et al. (2009), Nature and/or Nurture? Analysing the Determinants
of Transit Ridership across US Urban Areas, in Transportation Research Part
A,43: 60-77.

VAN DE VELDE D. (1999), Organisational forms and entrepreneurship in public
transport: classifying organisational forms, in “Transport policy”, Vol. 6, Issue
3, pages 147-157.

VAN DE VELDE D. (2008), A New Regulation for the European Public Transport,
“Research in Transportation Economics”, Vol. 22 (1): 78-84.

WALSHE K., HARVEY G., HYDE P., PANDIT N. (2004), Organizational Failure and
Turnaround: Lessons for Public Services from the For-Profit Sector, in Public
Money and Management, 24(4):201-208.

WEITZEL, W., JONSSON, E. (1989), Decline in organisations: a literature inte-
gration and extension, in ADMINISTRATIVE SCIENCE Quarterly, Vol. 34, No. 1, pag-
es 91-109.

WHITAKER, R.B. (1999), The early stages of financial distress, in Journal of
Economics and Finance, Vol. 23, No. 2, pages 123-133.

WINSTON C. (2000), Government Failure in Urban Transportation, “Fiscal Stud-
ies”, Vol. 21(4): 403-425.

ZAFRA-GOMEZ, J. L., LOPEZ-HERNANDEZ, A. M. & HERNANDEZ-BASTIDA, A.
(2009), Developing a Model to Measure Financial Condition in Local Gov-
ernment, The American Review of Public Administration, 39, 425.



10

Recovery Plan(s) in Italian

Public Transport companies’

Armando Della Porta, Augusta Consorti,
Luciano D’ Amico, Antonio Gitto

The chapter aims at analysing the crisis of public transport in Italy. After some
brief reflections on the concepts of crisis and turnaround, we will analyse the
case of a local public transport company to describe, starting from the time it
was conceived until its end, the difficulties and resistance that characterized
the various attempts to embark on the road of efficiency, shown by the vari-
ous regulatory reforms. A story emerges of local public transport which, for a
variety of reasons, continually transformed itself, without ever seriously invert-
ing the course of inefficiency and of economic and financial deficit. However
the start of a new company on the ashes of old ones, forced both the local
political authorities and the new management to undertake the path of effi-
ciency.

Learning objectives

After reading this chapter you should be able to:

e Understand the crisis in local public transport service;

¢ Understand the impacts of transport policies in the period 1978-2014;
e Discuss the recovery plan in local public transport service.

' The chapter is the result of a joint effort and formulation. However, Armando
Della Porta (corresponding author) wrote sections 10.1, 10.2, 10.6, 10.9, 10.11;
Augusta Consorti wrote sections 10.4 and 10.5; Luciano D’Amico wrote sections
10.7 and 10.8; Antonio Gitto wrote sections 10.3 and 10.10.
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Financial Health of Italian
Water Companies’

Elisa Truant, Daniela Argento, Giuseppe Grossi

This chapter aims at investigating the situation of Italian water companies by
focusing on their ownership structures and financial health condition. The
financial sustainability of Italian water-service providers reflects the
complexity and the lack of homogeneity of the water sector and varies
according to company size, type of operator, ownership and macro-
geographical location. The chapter presents an overview of the Italian water
sector’s regulatory framework, characterized by a proliferation of laws that
generated instability. This context generates high level of ambiguity that may
hamper the activities of the water-service providers. A deeper analysis shows
that, in a time of financial constraints, the infrastructural investments
required to provide quality services generally create tensions because water
companies need to prioritize and make trade-offs on diverging goals and
activities. This situation contributes to increasing the complexity that Italian
water companies have to face and therefore can hinder the achievement of
long-term financial sustainability. However, a lack of financial sustainability
can seriously affect the long term sustainability and goals of the whole sector.

Learning Objectives

After reading this chapter you should be able to understand:

! Although this chapter is the result of joint research, paragraphs 3 and 4 can be
attributed to Elisa Truant; paragraph 1 and 2 to Daniela Argento; paragraph 5 to
Giuseppe Grossi.
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