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Public Organizations and Local Rural
Development: an Empirical Analysis

By: Carmelo Cannarella

Valeria Piccioni

Abstract

This paper describes an empirical
approach designed and adopted to
analyze and qualify the role of some
public agencies devoted to rural
development. These public organiza-
tions operate as critical agents in
managing local public goods within
a complex relation system function-
ing on a rural area. On the bases of
the experiences and observations
made on a case study in Central
Italy, it emerges an analytical frame-
work deriving from the correlation
of an objective and subjective per-
spectives in the evaluation of these
organizations' performances. From
these correlations, it derives a model
to empirically classify these agen-
cies evaluating also their potentials
in creating integration, condensa-
tion and amalgamation phenom-
ena based on trust, efficiency and
effectiveness and their eventual
potentials in determining positive
impacts for the rural areas in which
they operate.

Key Words

Public organizations, rural develop-
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1. Introduction

The aim of this study is the analysis of
the role of some public subjects devoted
to support and boost local rural develop-
ment, as critical components of a com-
plex, continuing evolving, territorial rela-
tion system. These Public Organizations
for Local Rural Development (POLRD:)
are here defined as public entities, often
special agencies or services of major pub-
lic authorities at local, regional, national
and European level, having a significant
technical nature and producing goods/
services, transferable to territorial rural
agents, focused on public interests.

This complex relation system, based
on a network of various types of human
interactions (i.e. social or business rela-
tionships), multi-goals and multi-expec-
tations between agents, represents the
“context” within which PORLDs oper-
ate in vivo. A possible interpretation of
properties and functioning of such a sys-
tem can be provided by some theoretical
models described in literature (Bollobas
1998, Bouchaud and Potters 2000, Man-
tegna and Stanley 2000, Albert and Bara-
basi 2002, Newman 2003). These models
have been developed for the description
of phenomena distinctive of other disci-
plines but they hold interesting analogies
(and useful interpretative keys) with the
present analysis. These models of net-
works may outline the description of a
network’s structure biased on cohesive
blocks and groupings and prototypes for
the measurement of “cohesion” and “em-
beddedness” in their links (relations, imi-
tations, synergies, alliances, etc.) derived
from graph based concepts.

The analysis of the mechanisms at the
base of the creation, development and
enforcement of this network (and on the
contrary its obstacles and failures) may
contribute to understand and interpret
the paths through which knowledge can
become more productive, transforming
Knowledge Centers (SMEs, research
centers, local development institutions,
innovation supporting agencies, etc.) into
Knowledge Networks through the im-
provement of the interconnections (edges
of the system) among these different local
nodes (vertices of the system) of exper-

tise. A POLRD is thus one of the possi-

ble agents in the system whose evolution
may depend on a wide range of parallel
processes: i.e. new vertices (agents) are
added to the network or the attachment
of new vertices.

Local rural development dynamics
(at economic, social and political level)
change during the time course making
the context in which these public agents
operate a rather fluid framework. All the
agents involved into the system tend to
consequently modify and adapt strategies
and behaviours to the changed scenario,
thus contributing to produce further
modifications to the context. In theory
behaviours and performances of these
POLRDs should be correspondingly
rather fluid: using analogies from com-
plex system theories, one could say that
responses from these organizations can
highly vary according to their integration
strength. At a first level 2 POLRD may
show so weak connections to activate
certain rates of occasional and selective
“escape” from the system in which the or-
ganization operates. The second level is
condensation, that is to say a transition
from a state in which the organization
has low interactions to a state where it
forms with other agents an entity char-
acterized by a substantial interaction and
cohesion. The third level is amalgamation
when links of cooperation, cohesion and
exchange that agents establish are greatly
enhanced. In this case local development
is carried out through a sort of melting
pot mechanism in which agents work
together showing a relevant coordina-
tion and significant magnitude in “mix-
ing” their activities. Different integration
strength contributes to the creation of
local networks characterized by the pres-
ence of “hubs”: dominant hubs in the
system are those showing a large number
of paths in the network, accordingly to a
power law, passing through these hubs
while other vertices will show only a few
edges. This phenomenon results from
processes leading to the formation of net-
works not based on random attachment
of new vertices but rather on some type
of ‘preferential attachment, that is to say
that agents may detain a certain prefer-
ence for example for the more connected
vertices or showing certain types of con-

nections (Vazquez 2003). Within these
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processes Positive Word of Mouth (PWOM)/Negative Word
of Mouth (NWOM) may have a profound effect on relation
patterns because PWOM/NWOM may increase/decrease a
POLRD?s evaluation, influence imitative processes and contrib-
ute to a POLRD’s success/failure to meet its expected results.

This is theory. It should be explained how a POLRD may
contribute to produce de facto substantial benefits improving,
in a large extent, the wealth levels of a rural area through its
activities while intervening in specific aspects of the economic
and social life of the territory (employment, innovation, new
technologies, environment protection, local products’ promo-
tion, quality, business support, training activities, tourism and
recreation initiatives, etc.). These organizations intervene (or
interfere, as some critics affirm) in a rural area for example:

+ implementing global rural development strategies (also in
cooperation with other public authorities)

+ making research and statistical activities about the current
status of local economy and society

+ doing local promotion and marketing

+ supporting local tourism

+ investing in infrastructures

+ supporting and expanding employment

+ supporting technological and innovation transfer and sci-
entific partnerships

+ supporting SMEs

+ supporting socio-cultural activities

+ developing territorial labels

+ making training activities

+ promoting distribution and marketing of local products

+ supporting special initiatives for specific groups (young,
women, disable persons, etc.).

The aim of this study is not to demonstrate whether the
presence of POLRDs in a rural area is a right option or not or
whether the markets can or cannot work in support develop-
ment, but rather to highlight the role and weight of these or-
ganizations in determining “quality” and impact of rural devel-
opment processes in which they are involved helping markets to
properly function.

The present study derives from research activities within the
project “Development Dynamics and Increases in Competitive-
ness of Rural Areas” (DICRA) resulting from an agreement
between the Research Team on Development and Innovative
Processes at the Institute of Chemical Methods (I.M.C.) of the
National Research Council of Italy (C.N.R.) and the Munici-
pality of Vitorchiano (a 4000 inhabitants village in the prov-
ince of Viterbo, about 100 km north of Rome in Central Italy).
Project DICRA has been designed to funnel, through the de-
velopment of constantly updated relation networks, expertise,
know how, experiences and capabilities from different agents
placed in very different dimensions and showing different na-
ture (individuals, families, communities, firms, public institu-
tions, research centres, etc.) all acting within a given rural area.
The rural area selected for the project is characterized by tradi-
tional agricultural activities, small scale industries and mining
activities being exposed to consistent migration flows from ur-
ban centers (Viterbo, 55.000 inhab. distance: 7 km - Rome 4m.
inhab. distance: 100 km) with consequent specific residential
problems and coexistence of consolidated agricultural vocations
with semi-urban issues and needs. The territory is coping with
a complex transformation process affecting economic, human
and environmental resources with peculiar impacts in environ-
ment, employment and administrative management. The coex-
istence of a theoretical and an operational side in the project is
essentially directed to implement and test these models thanks

to continuous adjustment processes in which they could be con-
stantly transformed and potentially improved also to optimize
strategies and tools to a) develop realistic collaboration net-
works; b) strengthen these networks and evaluate their effective
impacts and c) evaluate and improve the integration capability
of some focal subjects in the system.

2. Conceptual framework

2.1 An objective analytical level

The conceptual framework this study refers to is composed
of two analytical levels the first of which directed to the identi-
fication of the POLRDs' objective features deriving from their
declared activities, organization and scopes. This level can be
described identifying four basic questions: a) Why; b) Who; ¢)
What and d) How.

a) Why - The reasons for the presence of POLRDs in a rural
area are in the expressions of a government’s activist approach
to development, promotion of interregional equity, social justice
and provide solutions to and correct market failures (when mar-
kets do not reflect the full costs and benefits of development)
which may create pressures on a rural area (society, economy
and environment). Theoretically, this presence is justified on the
ground that they should contribute to improve economic, en-
vironmental and social efficiency and therefore the welfare of
local communities (North 1990, Halkier et al. 1998, Hughes
1998, Danson et al. 2000, Burnside and Dollar 2000, Clower
et al. 2004).

Governments support POLRDs’ presence because it may
generate positive externalities at local level assuming that mar-
ket efficiency and total welfare can be improved through their
interventions thanks to material and non-material “incentives”
or “subsidies”.

b) Who - Synthetically, a POLRD’s anatomy can be drawn
through the analysis of its vertical and horizontal structure and
organization (offices, departments, working groups, etc.), budg-
et, number of employees, declared missions, scopes and opera-
tional fields, tasks (task relations, task decomposition, subtasks)
etc. (Hall 1968, Galbraith 1973, Corkill and Lander 1998, Daft
2001, Townley et al. 2003, McNulty and Ferlie 2004). The im-
plementation of activities and the achievement of objectives re-
quire a structured and well-defined set of “protocols” to be fol-
lowed by the identification of the various components of the
POLRD’s organization outlined on the base of roles, responsi-
bilities, relationships and procedures for each POLRD’s com-
ponent also to standardize and coordinate the work of many
individuals (managers and operators).

c) What — The essential core of a POLRD's activity is always
linked to the provision of goods and services dealing with “pub-
lic goods”. Literature provides a wide range of studies about this
issue (Samuelson 1954, Milleron 1972, Champsaur et al. 1975,
Thomson 1999, Bloise et al. 2002, Rege 2004), from which it is
possible to identify three interrelated characteristics of “public
goods”: 1) they generate significant externalities; 2) they are ata
considerable degree “non-rival” and “non-excludable” and 3) they
create opportunities for the enhancement of welfare through
collective actions.

In particular POLRDs are more concerned with “local pub-
lic goods” which differs from other public goods for their more
limited geographical reach of the benefits conveyed. These local
public goods are a class of public goods connected to region-
al and national goods whose production requires a cross-area
collective action (that can engage neighbouring territories also
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from different administrative regions) for the presence of cross-
area problems and cross-area externalities (Reese 1997, Beer
and Maude 2002, Beer, Haughton and Maude 2003). Local
goods are managed by a POLRD through two macro-actions:
the former involves activities focused on business development
increasing the number of firms in the area or supporting the de-
velopment of the existing ones. The latter encompasses capacity
building initiatives which in theory should be aimed to create a
widespread impact for the territory as a whole, increasing capa-
bilities and the general quality of life standards. In some cases
a POLRD is likely to be specifically designed to clearly pursue
activities included in one of these macro-groups while in others
activities are chaotically mixed within the same POLRD: this
confusion may be also deliberately created to increase the “le-
gitimacy” degree of the organization and to better justify, with
a wider and not well defined openness towards all the possible
intervention levels, its existence on the market of development
support.

These activities materialize different forms of incentives/
disincentives to stimulate development which may operate as
direct subsidies (i.e. financial contributions) or indirect subsi-
dies (consulting, training and other services) whose effective-
ness may also vary in the time course. In this way, POLRDs
operate their “obtrusive approach’, as critics label it, in directing
resources, subsidizing certain firms, granting special tax breaks
for some and not for others and creating a network of regulatory
incentives and disincentives which affect behaviour in the econ-
omy. These interventions may create favourable and stimulating
conditions but also distortions by failing to correct development
failures or by creating them or making them worse. In this case,
the result is a POLRD’s policy failure which highly differs from
a market failure: a policy failure consists of distortions created
by an active POLRD intervention (i.e. a subsidy) while a market
failure (externality) implies a lack of a POLRD intervention.

We here assume that, given the characteristics of the goods/
services provided by these organizations, their interventions ac-
quire the nature of “subsidy” defined as any policy that creates
forms of economic/non economic, material/non material trans-
fer through market mechanisms (Bingham and Bowen 1994,
Feiock, Dubnick and Mitchell 1993, Goss and Phillips 1977)
(table 1).

from the analysis of the impacts on the context according to eco-
nomic (i.e. increases in GDP), environmental (i.e. better man-
agement of natural resources) and social (i.e. wealth distribution
between small and big farmers) parameters. However reforming
or removing incentives or a POLRD can become a very complex
issue: it is easier to introduce forms of direct or indirect mate-
rial/non material support than to remove one because it creates
fierce opposition from those groups that benefit from them even
in case of adverse incentives or ineffective agencies which may
have negative impacts on the economy as a whole and on the
welfare of a larger part of the society (damage to public goods,
negative impacts on global employment, economic losses, etc.).

2.2 A subjective analytical level

Translating local potentials into actual resources implies that
these organizations, through their administrative, professional,
financial and operational capabilities, materialize the logic con-
nections between, Why, Who and What with a variable impact
degree due to How factor. Of course, we have to admit that this
impact degree may highly vary according to the problematic in-
tensity scale of the issues the POLRD is designed to cope with
and the financial and human resources available,

A POLRD’s operational behaviour is linked to its objective
structure and to a number of subjective endogenous and exog-
enous factors. Separating internal and external dynamics of a
POLRD is an extremely difficult task because the observable
behaviour of a public agency reflects the mechanisms governing
the internal interactions between the organization’s components
and the effect of external “perturbations”. The magnitude of
these external perturbations cannot be explicitly controlled and
the impact of the external modifications on the POLRD'’s activ-
ity cannot be completely removed to gain “pure” insights into the
internal dynamics of an organization. The operative dimension
of a POLRD is a constant exchange of internal relations linked
to visions, interests, approaches, values, expectations, opinions,
etc. shared by staff and managers directly reverberating into the
organization’s operational side. A POLRD has not a “natural”
attitude towards rural development. Sometimes, static condi-
tions, opposition to change, resistance to innovations are not
simply due to ignorance or indolence of rural communities and
individuals: causes and responsibilities of many experiences
of failure or very limited success in

Table 1 Classification of PORLDs" subsidies

Budgetary subsidies

Public provision of goods
and services below cost

Capital cost subsidies

Policies creating transfers
through the market mechanism

a) direct subsidies - grants or payments or producers
b) budgetary effect of tax policies — exemptions, allowances,
exclusions, deductions, preferential tax treatment, etc.

Provision of infrastructure and complementary services
and government R&D expenditure

Preferential loans, debt forgiveness, etc.

Quality controls, requlations, legislation.

rural development programs can be
caused also by the incapacity of a
POLRD to activate constructive re-
lations, presence of a superiority and
too bureaucratic mind or a scarce
predisposition to learn from expe-
rience. A parallel analysis about for
example adaptation times, gratifica-
tions, motivations and general job
satisfaction, sensibility to problems,
sense of responsibility, etc. becomes

essential to draw the POLRD’s “sub-

The key question is how to evaluate whether the policies,
at the base of these forms of material or non material subsidies
(including the POLRD’s presence itself), are actually function-
ing according to their original scope or have become counter-
productive or at what cost and with what effect on local devel-
opment. The analytical knot is therefore how to distinguish a
positive (beneficial) intervention from an ineffective or a nega-
tive one comparing actual results within the local context with
the original declared goals. Some interpretative keys can derive

jective” profile and to identify eventu-
al critical points highlighting: a) POLRD's values and priorities;
b) characteristics of POLRD's “culture”; c) prevailing mentali-
ties; d) characteristics of decisional and management processes;
e) approaches and methods used by the staff and f) the“climate”
(perceptions and feelings of management and staff).

This subjective profile makes the implicit goals of the indi-
viduals operating within the POLRD more evident and it may
denounce their eventual collision with the formal organizational
patterns. Formal organizational configurations tend to be static
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due to bureaucracy’s effects which structure staff and functions
to achieve the declared goals. Staff and managers have to cope
with living experiences made of concrete problems, adaptive at-
titudes, compromises, etc. A POLRD will tend to achieve a sort
of equilibrium between these two forms and resist to excessive
unbalances: nonetheless empirical evidences can show that the
presence of a gap is in some extent essential for a POLRD to
cope with changed situations and a continuing evolving scenar-
io. Working rigidly to the rules could cripple the POLRD and
its mechanisms won't work as expected.

This condition creates a vast web of possible, extremely dif-
ficult to analyze, interactions between the POLRD and its users
based on a certain degree of uncertainty depending on the char-
acteristics of the context but also by the POLRD’s performances,
efliciency, responsibility, effectiveness, its degree of “indifference”
towards the rural area’s needs and its authority. For the aim of
this study, this concept of POLRD's “authority” plays a critical
role: it can formally result from for example type/types of public
goods managed, a collective action, a hierarchical organization,
norms and regulations, etc. (Artoni 1993, Cassese 1994, Lanza-
laco 1995, Donolo 1997), but, in its substantial form, it depends
on trust. A trust-based relation allows a POLRD to support its
formal authority with a substantial one (Dasgupta 1988, Selig-
man 1997, Ganesan and Hess 1997, Nooteboom 2000, Glaeser
et al. 2000, Bachmann 2001, Sigmund, Fehr and Nowak 2002,
Smallbone and Lyon. 2002).

This trust-based relation network results from a wide vari-
ety of behaviours and strategies local agents adopt often reflect-
ing the characteristics of the context where they operate: trust
works as a tool to reduce uncertainty and risk margins both at
rational and at irrational levels in relational transactions. Repu-
tation is a first source of information useful also to establish the
degree according to which similar future options will be made
(erosion/consolidation of reputation). For the aim of this study,
three types of trust have been identified:

+ personal trust — deriving from direct knowledge of a spe-
cific person in the POLRD based on individual reputation and
informal norms;

+ collective trust — deriving from direct knowledge of a
group of individuals in the POLRD based on staff reputation
and shared conventions;

+ institutional trust — deriving from direct/indirect knowl-
edge of the POLRD considered as an anonymous source of in-
formation based on definite norms, regulations, roles and pro-
cedures.

These forms of trust operate within three interrelated prob-
lematic dimensions:

+ a macro-level — the global context composed of political,
juridical, legal, economic, social and cultural elements;

+ an intermediate level — groups and associations, trade un-
ions, etc.;

+ a micro-level — personal behaviour and values.

These dimensions and forms of trust contribute contem-
poraneously and dynamically to determine attitudes and be-
haviours of the economic and institutional agents, individuals,
communities and, above all, their potentials in developing local
relation networks on the base of stable information: for instance,
in case of ineflicient norms and regulations, personal and collec-
tive trust can compensate at micro or intermediate level a lack
of institutional trust or a syndrome of “institutional mistrust” at
macro level.

A rural area could be identified as a “low trust level context”
when agents perceive a sense of restriction, obstacles in start-
ing new activities, a limited free and correct competition and

the presence of certain subjects with privileged positions: on
the contrary, a “high trust level context” should be considered
an opposite environment. In the creation of this environment,
POLRDs can play a primary role deriving from: a) previous
negative/positive experiences of organization services’ users; b)
opinion and visions provided by others (PWOM/NWOM); )
institutional reputation and d) managers’ and staff reputation.

From marketing research, we learn that NWOM is more
influential than positive one and its spread occurs on a faster
time scale than the direct contact with a POLRD’s good/serv-
ice. In particular marketing literature identifies some main
characteristics of NWOM: it is more informative than posi-
tive word of mouth, and thus may have a stronger effect, and it
may be contagious and spread independently of exposure to the
POLRD's good/service (Herr, Kardes and Kim 1991, Marquis
and Filiatrault 2002). If an agent is in contact with a POLRD
and the quality of the POLRD’s services are equal or higher
than the agents expectations, then the POLRD’s interaction
“strength” and trust are enhanced by a PWOM which “perco-
lated” successfully through the network and, empirically, by an
increase in the size of the service’s adoption cluster (Solomon
et al. 2000). If the POLRD fails to meet the user’s expectations
and standards, not only the agent will tend to ignore the POL-
RD’s goods/services but the related information will be passed
to the agent’s neighbours: a sense of “disappointment” will be
at the root of NWOM and disappointment casts a “cloud” of
NWOM around it. Increase of resistance and mistrust hap-
pens instantly, before any further exposures of new agents to
the POLRD’s service are considered: if the agent experiences
negative relations with a POLRD, its disappointment is im-
mediately cast upon all its non-adopting neighbours because
NWOM propagation requires just one conversation with one
friend while a contact with a POLRD is an unavoidably slower
process.

To be effective, a POLRD has to continually gain trust
among its users both through its capability to meet its obliga-
tions (the organization does what it publicly affirms to do) and
from the idea of “integrity” perceived by the individuals resulting
from the procedures’ and operational activities’ transparency.

3. Methods adopted and results

For the present study, short questionnaires and brief inter-
views have been adopted and submitted to a rather restricted
group of individuals (15 units) composed of POLRDs" mem-
bers, farmers and entrepreneurs used and not used to have con-
tacts with POLRDs. These questionnaires have been supported
by frequent informal talks with the respondents to obtain more
independent information about these topics. Of course all this
implies a certain degree of subjectivity but in the creation and
consolidation of the substantial authority individual and collec-
tive prejudices can play a not secondary role compared to the
more institutional factors of the issue. Given the very limited
dimension of the sample-group of respondents, it has been de-
cided not to adopt a statistical approach to the resulting infor-
mation but rather to use these data to articulate some pragmatic
and empiric-based observations.

Several public agencies and institutions operate, in a way or
another, within the selected rural area: in particular five POL-
RD:s afhiliated or depending on principal public institutions and
funding (Lazio Regional Administration, Chamber of Com-
merce, EU rural development programmes, etc.) focused major
attention.
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3.1 POLRDs' classification

These five organizations have been classified identifying and
separating their formal features and substantial characteristics.

Formal features encompass inner norms and procedures, ot-
ganizational structure, budget, mission and goals, declared serv-
ices, power (weight in terms of political inward and outward in-
fluence, public relations). Substantial characteristics derive from
the quality of norms and procedures (complexity and transpar-
ency), technical skills and competence of staff and managers,
methods and practices adopted to select and motivate the staff
and personal, collective and institutional trust and reputation
perceived by the POLRD’s users.

These data outline two corresponding perceived forms of
authority: a formal and a substantial authority correlated in the
diagram of figure 1. This diagram identifies four categories use-

ful to classify a POLRD.

“It is not clear to me scopes and mission of that agency”. “If you
haven’t the right contacts there, nobody will help you. They sup-
port only their friends”. “Ihey are scarcely committed to listen to
me and understand my real problems. It is quite frustrating and
discouraging to cope with that organization; it is better to find sup-
port somewhere else”. “In theory, that organization makes a lot, but
when I went there I realized that in practice, it organizes only train-
ing courses”. “Too bureaucracy, personnel is too cynic and think to
its immediate interests”. “I cannot waste my time with them”. “Staff
and managers are very good people but they cannot do much for me”.
“Procedures are too complicated, forms are unclear’.

From the “supply” side:

“We ‘must’ carry out certain activities (on paper) because we
‘must’” spend money otherwise next year funds will be cut”. “If you
want to enhance the possibility to finance your project, you must use
words like “innovation”, “local development’, “rurality’, “technology”
etc. no matter

formal authorfty
il

for the real

contents.

high

2 - ineffectivensess

1 - excellence

Now  these
terms are in
vogue.  Just
mention
them to satis-

fy the formal
features  of

b 3 - stagnation

4 - frusirafion

the project as
our bosses re-
quire”. “Our
organization
is composed

of public and

Il:ﬂ'-'

* substantial authority private part-

ners and we

hlg".

Figure 1 — Formal and substantial authority

Area 1 — High formal and substantial authority: this is a
condition of excellence because the POLRD has juridical, tech-
nical and financial resources and skills, reputation and capabili-
ties to produce positive impacts.

Area 2 — High formal authority but scarce substantial au-
thority: in this case the POLRD detains financial resources and
a solid bureaucratic structure, power and just connections with
political entities but it shows weak trust relations with its users
contributing to its ineffectiveness (scarce, negative or no impact
on the rural territory).

Area 3 — In this case the POLRD has insufficient financial
tools, scarce capabilities and skills, a weak structure: it is coping
with a confused and chaotic legal framework and users show
mistrust towards this POLRD which is ineffective, inefficient,
stagnant and immobile. This kind of POLRD is highly auto-
referential and it survives just to socially and economically pre-
serve its management and staff status.

Area 4 — these POLRDs detain scarce financial and techni-
cal resources but its management and personnel, even if frus-
trated for the inadequacy of resources, have reputation and gain
trust in the local people which acknowledge their skills and ca-
pabilities.

In this case-study, all the five POLRD:s are included in area
2: their activities are likely to produce limited impact in the area
and their initiatives found very “mild” responses and scarce in-
stitutional trust (sometimes compensated by personal or collec-
tive trust) by the respondents. From the “demand” side:

don’t  wel-
come interfer-
ences”. “We would like to improve our activities but we must be very
careful not to hurt parallel well protected private interests: we can
do very little”

At this stage, the implementation of this model opens the
way to the problem of the “qualification” of this dichotomy be-
tween the POLRD’s technical needs and local technical needs
as expression of local social interests.

3.2 The problem of a POLRD's inefficiency and ineffectiveness

Literature identifies different forms and types of “institu-
tional” inefficiency (Visco Comandini and Volpe 1986, Grana-
glia 1988):

+ inefficiency in allocation — the PORLD suffers inadequa-
cies during the selection of what kind of goods and services
must be produced and how to produce them;

+ inefliciency in distribution —inadequacies in distributing
goods and services;

+ dynamic inefficiency — inadequacies in using resources to
improve quality and quantity of goods and services;

+ inefliciency in organization — inadequacies in the proce-
dures determining the internal organization.

An organization can reverberate one of more of these inef-
ficiencies into the following spheres:

Expenditure — funding the achievement of public interests,
a POLRD’s inefhiciency can hit one or more of the following
phases:

+ the beneficiaries’ selection

+ funds appointment
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+ forms and time of funds’ payment.

Coercion — this dimension involves controls and inspec-
tions: safety controls, environmental norms, hygienic require-
ments, etc. Here a POLRD’s inefficiency is likely to be remarka-
bly sensitive because it determines those discrepancies between
particular and general interests.

These conditions may result from the perverse combined ac-
tion of two distinctive problematic dimensions: a) inefficiency
of procedural regulations and b) management and staff inefhi-
ciency.

Inefficiency of point a) depends on the attitude of norms,
regulations and procedures to make a POLRD capable to
achieve the expected results. A norm can be considered inefh-
cient when, at cost parity, another one may be designed capable
to generate better results, in the opinion of the average of the
individuals concerned. A confused framework of norms and
regulations, which are directed to chaotically regulate rural de-
velopment through an extensive network of fences in social and
economic issues, induces inefficiency in the public organizations
committed to apply it.

This survey highlights the shared opinion within these five
POLRDs management that too many heavy detailed norms (at
local, regional, national and EU level), duplications and norma-
tive conflicts slow down procedures because often these norms
are very complicated and must be also interpreted. These com-
plications make difficult to verify the observance of these norms
by private subjects and to assure the observance of these proce-
dures by the POLRD itself.

A critical side of the issue is the widespread opinion of the
agents about methods and praxes adopted to select POLRDs’
managers and staff. The commonly practiced habit in Italy to
make these selections often on the base of political affiliation,
contributing also to an exces-

and capabilities. The “moral hazard” problem, even relevant for
the private sector as well, is likely to be more critical for a public
subject which cannot “go bankrupt” for its own “incapability”.

Common negative symptoms emerging from the survey are
POLRDs staff and management attitude to be more concerned
on “jobs” than “functions’, with major attention to practical eve-
ryday duties and scarce consideration (or no idea) for the tasks
and goals of the POLRD in which they operate, or a too fre-
quent use of “conformity controls” within the organizations su-
perficially adopted to verify if a certain action has been planned
and implemented in the strict observance of procedural param-
eters (without considering whether this action has produced or
not the expected result). Other negative signs derive from the
characteristics of inner incentive schemes: working more or less,
bad or well, the personnel cannot see any gratification, modifi-
cation in retributions or in job careers opportunities (motiva-
tional erosion). On the contrary, it is assumed that incentives
are influenced by different types of “protections” and “blessing”
(perverse motivations).

Perceived “diseases” in management are likely to be biased
in a too firm “security” of the job, the power the position can
generate and (not rarely) links with the political sphere. In the
worst cases, managers are considered to see their job as a “pri-
vate property” which can guarantee different forms of power,
devoting much time to elaborate a system of personal power
rather than efficiently and effectively cope with their tasks and
duties. Consequently, the involved organizations seem to be
more structured around managers’ and staff needs than POL-
RD’s functions and objectives.

To better qualify PORLDs' inefficiency, procedural (impet-
sonal quality) and personnel quality (human quality) are cor-
related in the model of figure 2.

sive dilatation in the number
of public offices and positions,
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quent outsourcing of activities
can thus become an indicator
of a POLRD inefficiency. This scenario is generally shared by
the respondents who are convinced that these things are deeply
rooted in “these affaires” and “unavoidable”, even when not cor-
responding to truth.

These considerations open the way for the inefliciencies re-
lated to point b). The quality of selection criteria, the internal
systems of controls and incentives, influence the overall qual-
ity of the POLRD, its observance of legal rules and its global
efliciency. In several cases, the presence of a sound regulation
and procedural framework cannot grant per se the achievement
of the organization’s results and objectives because POLRD’s
management and staff elude these regulations and procedures,
the personnel seems not adequately committed, devotes its time
to non-productive activities and shows scarce technical skills

Figure 2 — Procedures’ and personnel’s efficiency

In the case-study, two POLRD:s fall into Sector 1, one into
Sector 2, one into Sector 3 and one into Sector 4. Even if no
POLRD creates amalgamation phenomena for the territory,
POLRD:s in Sector 1 may show signs of positive condensations:
the others, in a way or another, are charged by the respondents
by one or more types of inefhciencies listed above, showing low
integration levels and generating among the respondents a sense
of mistrust in the organization’s efliciency and, in some cases, an
idea of partiality of the procedures which regulate the access to
service. This sense of mistrust can highly vary creating, in the
worst cases (when the organization is seen as “indecipherable’,
“absolutely not user oriented’, “not transparent”), the pre-con-
ditions for a sort of incentive to find privileged contacts with
the POLRD to access to service, reduce time or have a “special
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treatment’: these institutions in fact can decide to make or not
to make controls and inspections, rigidly apply or not to apply
norms and regulations.

The POLRD in sector 3 poses particular questions because
it evokes a commonly perceived sense of “partiality”. A POLRD
is expected to be neutral holding an adequate degree of auton-
omy, in particular from politics, when implementing its activi-
ties of management, control and intervention (financial support,
definition of rules, etc.). This organization is expected to pur-
sue general interests but respondents recognize that it suffers
the threat of particular pressures being exposed to the impli-
cations of politicization. Being a public entity, this POLRD is
seen responsible for economic and non economic costs for the
local rural area because it wastes public investment support-
ing privileged agents selected on the base of political fidelity:
non economic costs are focused in the fact that this organiza-
tion doesn't operate in the public interest with a reduction of its
functionality and capability to manage public goods. This is an
example of a hub's “preferential attachment” and “adverse con-
densation” which can contribute to generate favourable condi-
tions for a potential “corruption supply” from the POLRD to
which corresponds a growing “corruption demand” from the
POLRD’s users contributing also to the development of a “low
trust context’.

4. Concluding comments

The limited dimension of the sample group and the proce-
dures adopted in this survey perhaps do not allow rigorously
statistic and scientific conclusions to be extended and general-
ized. These considerations require further investigations and
validations according to more rigorous and orthodox proce-
dures. Having these precautions in mind, this study offered
the occasion to reflect about concrete operational expressions
of some critical subjects of local rural development, to open a
wider debate on the issue and to contribute to redefine strate-
gies above all for a better use of public investments.

A “quantitative” approach to rural development, with a mas-
sive presence of poorly coordinated public intervention subjects,
duplications and the creation of a cloud of local offices, agencies
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