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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, Ianni 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, Ianni 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, 31st May 2016 

Prof. Massimo Sargiacomo
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1 
The Financial Distress of the 

Italian State1 
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 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 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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how convincing the government and institutions in general will be in 
overcoming the resistance of "interest groups", but also on changes in cul-
ture and new social conduct that will reinforce moral suasion and counter 
behaviours that go against the common good. 
By way of conclusion, we can say that the possibility of overcoming the 
current crisis will depend on the effects of joint interventions of the 5 
classes of factors identified in this analysis: those of an economic nature 
with the revival of domestic demand and support for exports; the institu-
tional ones with the creation of a clearer relationship of autonomy and 
holding the different levels of government accountable; the political ones 
linked to the possibility of introducing a true alternation of governments 
supported by solid majorities; the social ones related to the emergence of 
a renewed culture of attention to the common good; and those linked to 
Public Administration with processes of simplification and the recovery 
of high levels of functionality and efficiency. Despite the pessimistic out-
look of analysts and international bodies like the International Monetary 
Fund, which says it will take 20 years to return to the employment levels 
of 2009, while rating agencies predict a growth rate of around or slightly 
above 1%, we are confident Italy will be able to rely on its specific 
strength: it is a country that is very weak when dealing with ordinary sit-
uations, but has great capacities when called to respond to exceptional 
circumstances, urgency and danger. There can be no doubt that the com-
ing years will be remembered for their extraordinary circumstances and 
great uncertainty, and the discontinuity in the economic, political and so-
cial scenes and in international relations: the very conditions that may 
help Italy respond better than other countries. 
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2 
Financial Distress in the Italian 

Local Governments1 
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: 

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

1 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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!

passed from a general form of intervention (codified in explicit law of 
general application) towards a specific form of special, one-time 
involvement, especially in case of big Cities, with still a direct, though 
decreasing in time, financial involvement; currently, the attitude of Central 
Government returned to a general codified form of intervention, by giving 
ILGs the chance to independently plan and manage the attempt of 
rebalance through a specific multiyear procedure out of the official status 
of financially destabilized entity. Further studies should investigate in 
depth the effectiveness of this new procedure so as to identify criticalities 
and possible revisions. 
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3 
Financially Distressed Local 

Governments Recovery Plan1  
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: 
•! Understand the crisis in local public bodies; 
•! Understand the financial distress in local public bodies; 
•! 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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Summary 
 
Based on Foucault’s theory of “governmental rationality”, this work showed the 
connections and consequences of the implementation, in Italy, of a system where 
public local bodies gradually abandoned the derived financing model to adopt a 
federal one. As a consequence, many municipalities were affected by substantial 
cuts in government transfers and by an increase of the delegated functions. 
Through the analysis of the case of Castellarano Municipality, the work presented 
and discussed the different implications of recovery plans under “new” rules for 
Italian local public administrations showing as this aspect generated difficulties in 
achieving a balanced budget, which increased with the economic and financial 
crisis that hit the world economy in the last seven years. In fact, the internal gov-
ernance and reporting systems were not enough to avert the emerging of budget-
ary imbalances, despite the generalized reduction in services, the freeze on hiring 
and the recourse to extraordinary means to pay off the deficits. 
The analysis also showed as Italian local public administrations slowly seek to over-
come the stratified typical models of bureaucratic culture, trying to acquire a man-
agerial culture which should be also manifested in the ability of ensuring con-
sistency between the expectations of the users and the minimization of the re-
sources used. Aim that can be achieved only thanks to a palpable reorganization 
of Italian local public bodies. 
!
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4 
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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better control regional healthcare expenditure, preventing or decreasing fi-
nancial distress without jeopardizing a decentralized (ongoing) federalist sys-
tem. The reported financial evidences show that such presumed re-centraliza-
tion would be an effective way for the State to maintain control over the equity 
and efficiency of its healthcare system while decentralizing at a regional level. 
Finally, we conclude that re-centralization may be possible and in step with a 
regional federalist system, but on condition that it is limited to guarantee, ba-
sically as steering role, that governmental healthcare objective may be 
reached, and thereby making the overall INHS more sustainable for the future.   
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5 
Healthcare Budget recovery 

plan: the Abruzzi case1 
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;

1
The 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; Ianni Luca: paragraphs 5.2; 5.4.2; Sargiacomo Massimo: paragraphs 5.1, 
5.4.1, 5.6. 
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knowledge on effectiveness of turnaround strategies in the public 
healthcare context.  

 
Summary 

 
The Italian National Healthcare System is facing challenges to reduce the 
gap between health and financial performance of its regional healthcare sys-
tems affecting, in turn, the performance of the whole system. Healthcare 
Budget Recovery plans are tools introduced in 2004 to solve "structural" def-
icit issues of regional healthcare systems, recognized and defined as failing 
by central level. These plans detail strategies aiming both at cost savings and 
at requalifying the system. So far the literature stressed the inconsistencies of 
the earliest phases of implementation of healthcare budget recovery plans 
and offered insights to improve the design of strategies. The Abruzzi case fo-
cuses more on the implementation phase, highlighting the strategies actually 
used to overcome financial distress, in particular for personnel and pharma-
ceutical expenditure, reorganization of the network of care and relationship 
with private providers. Abruzzi has almost succeeded in the process of recov-
ery and requalification of its healthcare system, using strategies of retrench-
ment and reorganization as bases to achieve strategies of repositioning so as 
to increase the likelihood of turnaround. Re-centralization is a necessary fac-
tor in a rather decentralized system to support actions of turnaround and 
new leadership capabilities should be built to overcome the unavoidable re-
sistances by the staff and bridge its skill gap.    
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6 
Financial Distress In Italian 
Public Universities: General 
Predictors And Features Of 

Emerging Issues1 
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.  

1 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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Summary 
 

Italian public universities were affected by reforms regarding not only the in-
troduction of more rational funding allocation systems but also the possibility 
of closing universities that are persistently in a financial distress state.  
The new legislation faces a context, the Italian one, with a number of critical 
issues that will make this task even more complicated. The first is that the 
revenues of Italian universities are constantly decreasing. The second is the 
existence of strong limits on the autonomy of university management. The 
third concerns the fact that the reduced public resources are badly allocated. 
Hence the interest to investigate the financial health of Italian universities in 
order to better understand how the risk of bankruptcy is framed. 

The analysis was conducted through the identification of two indicators: 
one regarding the future financial public transfers and another concerning 
the quality of Italian universities, calculated on the basis of ANVUR and MIUR 
data.  
The results show that the new funding rules will favour the polarization of the 
Italian university system but in the future. The old logic of resource allocation, 
designed for reasons of social cohesion, while not encouraging continuous 
improvement, are still quite strong at present. Public funds are allocated to 
universities still following a principle of social cohesion and not in a merito-
cratic way. The speed of reforms implementation is still low. Our study shows 
the persistence of a social cohesion principle that makes the correlation be-
tween performance and financial distress still weak with the result of expos-
ing indiscriminately both high and low performing Italian universities at risk 
of insolvency. 
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7 
The interrelations between 

Personnel Burn Out and 
Financial Distress in Italian 

Public Universities1 
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. 

1
 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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Appendices  
 

 X.A1 – Factor and Reliability Analysis 

 Factor 
Loadings α 

Personnel Burn Out  0.828 
I feel alive and vital at work * 0.873  

I have energy and spirit at work * 0.910  

I feel alert and awake at work * 0.888  

I am looking forward to each new day at work * 0.565  

Diagnostic Management System  0.913 
My institution uses a conceptual model for understanding the drivers of its 
success or how excellence is achieved (e.g., success map, strategy map) 0.842  

My institution uses specific performance indicators or “critical success  
factors” to monitor its performance 0.923  

My institution sets specific performance targets to differentiate good and bad 
performance 0.907  

My institution relies on a combination of quantitative and qualitative  
information to assess its performance 0.891  

Interactive Management System  0.918 
My institution provides us with the necessary resources to do our work well 0.757  
My institution equally promotes and recognizes excellence in whatever shape 
or form it comes  0.852  

My institution is able to attract the best talent 0.824  



8 
Recovery Plan in Italian Public 

Universities: the Siena case1 
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 

1
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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9 
Financial Distress in Italian 
Public Transports: General 
Predictors and Feaures of 

Emerging Issues 
1 

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. 
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proved to be unable to manage the politics-administration dichotomy. The 
financial problems of LPT companies substantially begin with devolution. The 
abuse of autonomy granted to local governments is the basis of their finan-
cial distress. Our analysis shows that the inability to autonomously generate 
resources led public transport companies to increase the short-term debt ra-
ther than seriously implement cost reduction activities. With the reduction of 
government funds they opted for short-term debt rather than for cost reduc-
tion, to avoid excessive postponement if not cancellation of all the actions 
needed to keep the service going. Faced with exponential cost increases, 
mainly for materials and services, the rationalization of labour costs was not 
sufficient to restore the economic and financial balance. In this sense, the re-
gions were not able to create a quality service that can convince users to 
give up their cars. The regions were not able to redesign the local public 
transport service. In this situation the central government was seen almost 
exclusively as a cost cutting strategist while regions as defenders of the sta-
tus quo. The main danger is not reducing local democracy in favour of a new 
centralism but reducing investment, setting aside service improvement plans 
to focus almost exclusively on the reduction of costs to avoid the financial 
distress. 
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10 
Recovery Plan(s) in Italian 

Public Transport companies 1 
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: 
• Understand the crisis in local public transport service;
• Understand the impacts of transport policies in the period 1978-2014;
• Discuss the recovery plan in local public transport service.

1
 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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The aspiration of having an improved transport system, at the service 
level, remained the same as in 1978. However, achieving it this time must 
also take into account the changed external and internal conditions.  

TUA’s project starts by formulating more realistic expectations based 
on the economic and financial sustainability of the service and not just on 
its social desirability. It starts from the downsizing of the service rather 
than its expansion and, more importantly, it starts in a new environment 
that now has a more positive attitude in reducing monopolistic protec-
tions that, as we know, have not done so well to the economic and finan-
cial health of the service as well as to its social effectiveness (Jakee, Al-
len, 1998).  

 
 

Summary 
 

Local public transport in Italy has always been a protected industry, not 
open to competition. The politics created a situation of reduced autonomy of 
public providers. In fact, the conditions of profitability of these companies 
were dictated by political choices and not by managerial ones. In the long 
term, this system proved to be financially unsustainable. 

The Arpa case highlights how the history of a Local government (The 
Abruzzo Region) and the history of a company are intertwined. Arpa’s history 
ends in 2014 and at the same time ends the social ambition of politics to cre-
ate a coordinated and integrated network. In the same year begins the histo-
ry of TUA but this time it starts emphasizing the financial sustainability of the 
service and the downsizing of the previous system and not only its social de-
sirability. 

However, the downsizing of the previous system is more difficult than ex-
pected because of numerous resistances still tied to the old idea of local pub-
lic transport as a mere social service. 
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Financial Health of Italian 

Water Companies1 
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: 

1 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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external funding to support infrastructural investments, which are 
necessary to provide better quality water services. This aspect is a 
consequence of the lower public resources provided by local 
governments to support companies’ activities and investments. Therefore, 
public-service providers should strive for operational effectiveness and 
efficiency by trying to maximize utility and by following a rational 
business model. In other words, water-service providers deliver quality 
services that often require infrastructural investments, which—in times of 
financial constraints—results in the need to increase internal efficiency. 
Such a situation creates tension because water organizations face 
complexity that leads to a need to prioritize and make trade-offs on 
diverging goals and activities. In addition, the instability and complexity 
of the Italian regulatory framework and the fragmentation of the sector—
a sector still characterized by outdated management forms—hinder 
planning activities and the achievement of long-term financial 
sustainability. This lack of financial sustainability in Italian water-service 
providers can seriously affect the sustainability and goals of the whole 
sector.  
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