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southern Italy, and the two authors co-drafted a report on the Italian
research for the End of Project Workshop held in Sussex in April 2002.
At the same time both authors had worked for more than a decade on
aspects of Italian regional and urban development and shared a concern
about the adequacy of the perspectives and interpretations that dominated
much of the international literature.

The aims of this volume are threefold. The first is to provide an updated
picture of Italy’s regional inequalities and to develop more generally applic-
able methods for documenting and analyzing them. To this end Italy’s
economic performance, its recent development relative to other European
countries and the rest of the world, its internal differentiation and its
persistent regional inequalities are all analyzed. The second is to examine
the changing territorial division of labour in a number of economic sectors.
A disaggregation of trends in regional development permits the identifica-
tion of the contribution to regional performance of firm performance,
which is itself examined in the light of corporate strategies that unfold in
the context of wider product and value chains. The third is to help develop
a critique of neoliberal theories of convergence and spatial development, to
provide a new synthesis of theoretical ideas in economic geography, and to
contribute to revitalized political economy approaches to territorial devel-
opment.

As far as the examination of Italian regional inequality is concerned, it is
important to recall that the overturning in the 1990s of the post-WWII
political order, the restructuring of interest group representation, the im-
plementation of a series of administrative and policy reforms and the
process of European integration created hopes of more successful economic
and political development. In the field of regional studies, the exceptional
growth of industrial districts in the centre and northeast of the country,
innovative regional policy reforms, which replaced the top-down approach
of the previous 40 years with a more democratic and participative bottom-
up approach, and the evidence of economic vitality in some parts of the
south renewed the hope that Italy’s deep-rooted regional divisions might
diminish.

A careful analysis of quantitative and qualitative data suggests however a
more qualified picture. Although territorial inequalities have started to
diminish in the recent past, wide territorial inequalities remain. These
inequalities are primarily macroterritorial and are determined by a diver-
gence in employment rates rather than in productivity. The scale of
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contemporary inequality is in part a consequence of the fact that in
1974-96 Italy experienced sharp increases in territorial inequality, revers-
ing earlier processes of catch-up and convergence: the economics and
politics of excellence rewarded and strengthened successful regional econ-
omies, while unsuccessful economies were weakened and discouraged,
often on the grounds that the result would be a faster increase in aggregate
wealth.

At the same time the Italian economy has lost momentum. Although
Italy continues to occupy an important economic position vis-a-vis other
advanced European countries, it confronts a number of serious challenges.
Tight Euro-zone financial controls and strict constraints on macroeco-
nomic management have constrained growth, while the end of currency
devaluations relative to its European partners has exposed some of the
structural weaknesses of Italy’s economic apparatus. At present, profitabil-
ity and growth are suffering from the country’s specialization in traditional
sectors and its dependence on slow-growing markets.

What this analysis of regional inequality and economic performance
highlights is the existence of a wide range of regional trajectories on the
one hand and the interdependence and unevenness of Italy’s economic
geography on the other. In much of the recent geographical literature,
however, these central features of Italy’s economic geography are frequently
overlooked and are no longer considered as something requiring explan-
ation. Often this literature is characterized by region-centred approaches
and a concern with what happens inside regional economies. Conse-
quently, little attention is paid to the study of unequal economic develop-
ment, socioeconomic inequalities and the role of power relations in shaping
the space economy. Instead, accounts of the Third Italy, and also of the
development of southern districts, addressed just one aspect of the struc-
ture and development of the space economy. Additionally, some of this
literature implicitly assumes that areas that are more developed offer role
models for areas that are less developed. A similar idea is an explicit aspect
of neoclassical convergence models. As these models, with their expect-
ations of catch-up, prevailed until recently, the economic literature also was
difficult to reconcile with the reality of widening inequalities.

The existence of these gaps between models/theories and reality suggests
that there is a need for a more systematic account of regional inequalities
that considers the relationships between development and underdevelop-
ment. If development and underdevelopment are interconnected, it follows
that, instead of a single pathway of modernization and development, there
are multiple pathways, and that, alongside mechanisms that equalize de-
velopment, there are mechanisms that make it more unequal. More radical
versions of this thesis suggest that, in capitalist societies, development and
underdevelopment are two sides of the same coin. An implication of these
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ideas is that the central object of analysis should be the shifting map of areal
differentiation and the shifting mosaic of uneven development.

In this volume, the analysis of regional inequality accordingly opens the
way to the elaboration of a more comprehensive approach to regional
economic development. To this end elements of different theoretical ap-
proaches are synthesized into an alternative and new conceptual frame-
work. The aim is to disclose the nature of variations in regional
development as the outcome of complex and geographically differentiated
political and economic processes.

More specifically, the framework seeks to identify the connections
between comparative regional development, the underlying territorial
division of labour and the mechanisms that shape it. The idea is that
one can connect the changing trajectories of Italy’s regional economies
and the associated changes in inequality with the changing position of
Italian enterprises in European and international divisions of labour, and
that one can combine quantitative evidence of regional performance with
quantitative and qualitative evidence of firm performance and industrial
change.

In the perspective that we suggest, the profit-seeking firm is the central
economic actor in the explanation of industrial change. Nonetheless, the
firms’ external environments and their network relations with other firms
are also considered. Networks exist at a regional level. In contrast to the
new regionalism, however, more attention is paid to interregional relation-
ships and international networks. In addition, whilst acknowledging the
fundamental profit-seeking nature of enterprises, the approach adopted
recognizes that institutional variables, primarily the institutional environ-
ment in which companies operate, affect corporate economic performance.
This institutional environment comprises not just other firms but also a set
of institutional, political and cultural conditions.

To summarize, this volume offers, first, an analysis of regional perform-
ance. In seeing regional performance as the outcome of the shifting relative
weight of centrifugal (equalizing) and centripetal (unequalizing) forces, it
provides an alternative to standard theories of catch-up. Second, it exam-
ines the role of firm performance in shaping regional performance. In doing
s0, it examines some of the micro-foundations of regional performance.
Third, it centres explanations of the geography of industrial change on an
analysis of profit-seeking in the context of wider value chains and insti-
tutional configurations. In doing so, it aims to insert a recognition of the
role of profit-seeking into a theory of corporate conduct that is less rudi-
mentary than those of mainstream economics.

As with any joint work, there was a division of labour in the preparation
of this volume. Michael Dunford was primarily responsible for chapters
2—4 and 6-8. Lidia Greco was primarily responsible for chapters 5 and
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Francesco Prota and three anonymous referees provided valuable com-
ments on the script and/or were involved in helpful discussions of different
parts of this work. Hazel Lintott (University of Sussex) drew many of the
illustrations. Debbie Seymour carefully copyedited the script, while Angela
Cohen and Jacqueline Scott saw the book through its various stages of
production. The authors owe, finally, a special debt of gratitude to Ray
Hudson for his role in initiating the collaboration that made this book
possible.
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Chapter One

Introduction: Growth, Inequality and the
Territorial Division of Labour

Areal Differentiation and Development Models

Italy is a country with long-standing and deep-seated regional inequalities.
Until the 1980s, most attention was paid to the development divide that
separates the Mezzogiorno from the centre-north (Figure 1.1 noting that the
Mezzogiorno comprises the southern regions of Abruzzo, Molise, Basilicata,
Puglia, Campania, Calabria, Sicilia and Sardegna and, in some definitions,
the south of Lazio and Figure 1.2 which identifies the underlying relief
including the Alps in the north, the Po valley and the Appenine chain
which stretches through the centre of Italy). Of course there are differences
within each territorial entity no matter how small it is, and every place is
ultimately unique. The reason for grouping places into regions and making
generalizations about them is that, in spite of their differences, the places
grouped together have certain characteristics in common. The areas com-
prising the Mezzogiorno, for example, all shared characteristics of economic
backwardness, even if economic structures, the degree of backwardness and
the particular causes of relative underdevelopment differed.

In 1977, the publication of Bagnasco’s Tre Italie (Three Italies) resulted in
a further distinction between the metropolitan economies of the northwest
and the rest of the centre-north (centre-northeast). The northwest was
made up of four regions: Piemonte, the Valle d’Aosta, Lombardia and
Liguria. Centred on the three cities of Turin (Piemonte), Milan (Lombar-
dia) and Genoa (Liguria) that comprise the apexes of Italy’s industrial
triangle, these areas were the heartland of Italy’s largest industrial enter-
prises. The centre-northeast, or Third Italy, conversely was made up of
regions that were more rural, whose leading urban centres were smaller and
which were characterized by economies in which SMEs played a larger role
(Trigilia, 1992; Garofoli, 1991; Becattini, 1990).
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Figure 1.1  ltaly's territorial units and regions.

The distinction between the Three Italies is evident in Figure 1.3. This
figure records demographic growth on the horizontal axis and manufactur-
ing jobs per resident on the vertical axis for the Census years from
1951-2001 for ten groups of regions. The groups comprise regions with
similar trajectories. All three metropolitan areas in the northwest (Pie-
monte, Lombardia and Liguria) started out with a large number of manu-
facturing jobs per resident. The centre-northeast had a moderate share,
while the Mezzogiorno and Lazio had a small share. The metropolitan
areas saw significant population growth until 1971 or 1981 but then decline
set in. The areas of the Third Italy, conversely, saw very limited population
growth but very strong increases in manufacturing jobs per resident. In the



