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The Welfare Effects of Regional Competition
with Infrastructure Projects*

PETER J. STAUVERMANN?, FRANK WERNITZ!

In this paper, we analyze the competition between regions, where regions have the opportunity to
invest in infrastructure to attract firms. Here we take airports as an example for infrastructural investment.
We will show that in a model with two regions and monopolistic competition, the regional competition
will lead to inefficiencies and bad investments, even though investments in airports are in general an
important and useful public investment opportunity. However, the regional competition leads to
oversized investments.
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1 Introduction

Without any doubt the available infrastructure — like roads, ports and airports — is an
important factor for companies to settle or to stay in a specific region. A well-developed
infrastructure lowers the transaction costs of firms and hence makes them also more
competitive.

Therefore, the European Union (EU) supports European regions with its structural funds to
improve the regional infrastructure. Additionally, it is in the declared objective of the EU to
enhance the competition of European regions, because the underlying idea is that competition
will increase the efficiency of resource allocation and the competitiveness of the EU on
aggregate.! From the view of the EU and its member states, the support of less-developed
regions seems to be a way to increase the speed of convergence of European regions. The EU
has set up the European Regional Development Fund (ERDF), the European Social Fund
(ESF) and the Cohesion Fund, to reach three objectives: economic convergence, enhancement
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of regional competiveness and employment opportunities and territorial cooperation. The
overall budget of the funds was around 347 billion EUR for the period 2007-14. A region will
get support from these funds, if it applies for support and certain conditions are met. It is in the
hand of regional and local policy-makers how much support they will get.

The justification for giving subsidies is based on the general believe in politics that
attracting additional firms will cause positive externalities in the sense of Arrow (1962)% and
of course will directly create jobs and an additional tax revenue in the long run. Additionally,
it is a general believe in politics that competition between regions will enhance the efficiency
of local authorities and local administration.

Certainly, airports are a means to create positive externalities and to attract additional
firms, but airports also have — to some extend — the characteristics of natural monopoly
(Macario and Silva 2009, Button and Taylor 2000). However, if local and regional policy-
makers are eager to attract additional firms by offering the infrastructure for aviation and not
taken into account the behavior of competing regions, then at the end the question remains
whether this policy is welfare increasing or maybe welfare decreasing.

To answer this question we have developed a new model, which is based on well-known
economic theories. To incorporate positive externalities created by new firms we use the
model of Stauvermann (1997), who modified an approach of Romer (1990), which is based on
the ideas of Dixit & Stiglitz (1977). The fundamental idea of this model is that an increasing
diversity of intermediate goods will increase the productivity of all existing intermediate
goods producing firms.

To model the behavior of policy-makers we make use of the so-called “information
cascades” model, which is based on Bannerjee (1992) and Bikhchandani, Hirshleifer & Welch
(1992). This approach explains why, under uncertainty, it is rational to copy the behavior of
other agents.

To explain the competition between different regions we apply an approach, which goes
back to Hirshleifer (1989) and Skaperdas (1996)3. We will show why such a competition
between regions emerges and probably will fail in the sense that it does not contribute to
economic welfare, but instead creates only economic distortions. Here we take an airport as a
means of regional competition into account. Our approach is related to the contributions of
Geerdink & Stauvermann (2008), Geerdink, Stauvermann & Steenge (2010) and Geerdink
(2010). In the second section we will go into the empirics of the situation in Germany and
especially the situation in North-Rhine Westfalia (NRW). In the third section we explain the
behavior of regional policy-makers; in the fourth we model an economy consisting of two
regions. The fifth section contains an analysis of the regional competition of these regions,
whereby the welfare effects of this competition are derived. Finally, we conclude the results in
section six.

2 Some Empirical Facts

In this section, we want to take a short look at the economic reality of airports, their
economic impacts and subsidies. We concentrate on the airports in Germany and then as a
reference case on the German region North-Rhine Westfalia. We know that there are many
other regions around the world, which are confronted with similar economic problems. For
example, in 2001 the overall public support for airports added up to EUR 158 million in

2 See below for an explanation.
% For an overview and details see Stauvermann (2012), Garfinkel & Skaperdas (2006) and Konrad (2007).
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Germany*, and in 2009 the US federal government® supported airports with US-$ 182.9
million. Most of these subsidies went to small airports.

In general, it is obvious that air traffic has positive impacts on economic activity and
growth (Chin and Tay 2001, Ishutkina and Hansman 2009, Marazzo et al. 2010, Chi and Baek
2013, Profillidis and Botzoris 2016).

The Air Transport Action Group (ATAG) (2008) calculated that in 2006 the air transport
industry was responsible for around 32 million jobs worldwide, whereby 26.5 million jobs are
located outside the air transport industry, 35 % of the trade value worldwide® and 7.5 % of the
world Gross Domestic Product. According to ATAG (2008), 29 % of all passengers and 18 %
of all airfreight (in tons) worldwide were attributed to Europe in 2006.

In so far it is not surprising that investments in airports in low developed countries lead to
high rate of returns, even if the direct returns by investors and users are not taken into account.
For example, the International Aviation Transport Association (IATA) (2008) estimated the
annual rate of return of aviation investments in Kenya to 59%, in Cambodia to 19 %, in Jordan
to 28%, El Salvador to 16% and Jamaica to 16%. However, the rate of return depends strongly
on the increase of national and international connectivity’ generated by aviation investments.
This relationship will become clear by the following example: the growth of aviation services
between Poland and the UK between 2003-06 has increased the connectivity of Poland as
percentage of its GDP by 27 %, whereas the connectivity as percentage of the GDP of the UK
rose only by 0.5 %, because the UK was very well served by aviation before 2003. As a
consequence, the additional boost of GDP generated by aviation investments is $ 634 million
per year in Poland and only $ 45 million per year in the UK. Obviously, the aviation industry
is confronted with decreasing rates of return with respect to the number of airports. However,
the 1ATA (2006) estimates that an increase of 10 % of the connectivity of EU countries will
lead to a long-run GDP increase of 1.1 %.

Oxford Economic Forecasting undertook a survey of 625 businesses in China, Chile, USA,
France and Czech Republic to analyze their use of air services and the value they place on air
network. The firms stated that 25 % of their sales depend on good air transport links,
regarding high technology sectors it is 40 %. Further on, 80 % of the firms reported that air
services are important for the productivity of production, where 50 % of the firms reported
that air services are vital for their business.®

With respect to Germany, ECAD (2008) undertook a survey of 100 businesses in Germany
and reported similar results.® According to the survey:

e 86 % of the firms reported that the availability of air services is very important for their
business;

o therefore, the availability of air services is the third most important factor for their choice
of location;

o 97 % of the firms use passenger flights for business trips and 32 % for freight transport;

4 See Hopf, Linke & Ladewig (2001) and own calculations.

°See U.S. Department of Transportation Office of Aviation & International Affairs (2010a, 2010b) and own
calculations.

& Only 0.5 % of the volume of trade shipments (measured in tons) are transported by air transport.

" Connectivity is defined as (number of destinations x frequency x seats per flight weighted by the size of
destination airport)/1000. The denominator is a scale factor. The indicator measures the number of available seats to a
particular destination in a certain period, where the available seats are weighted by the size of the destination airport.

8 See IATA (2006).

° The 95% confidence interval leads to a range of deviation of +/- 6-10% of the results.
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o the time distance between the most used airport and firm location is for 87 % of the firms
less than 40 minutes.

Additionally, ECAD (2008) estimates that the elasticity of direct investment per worker
regarding the aviation connectivity is 0.12 %, the elasticity of employment regarding aviation
connectivity is 0.22 %, the elasticity of the labor productivity with respect to connectivity is
0.65 % and the elasticity of number of patents with respect to the connectivity is 4.96 %.

These results lead to the conclusion that the aviation connectivity is crucial for the
economic performance of a region.

Germany has 39 civil airports, which are able to handle international flights. Seven or 17%
of these airports are located in NRW, where NRW represents 9.5 % of the total area in
Germany, 21 % of the German population, 22 % of Germany’s GDP. Because of the fact that
the region is disproportionately small, the distances between these airports are also small,
which leads to strong competition between the airports; therefore, the connectivity is only
slightly increased. For example: the distance between the airport Dortmund (DTM) and the
Airport Dusseldorf International (DUS) is only 64 km and a train or car needs between 30-40
minutes to go from one to the other. Table 1 represents the distances between the airports in
NRW, the share of passengers of each airport related to all NRW flights, the share of flights of
each airport to all NRW flights, the number of employees in 2014 and the profits in 2015.

As we see in the last row, only the airports Cologne-Bonn (CGN) and Dusseldorf
International (DUS) realize sustainable profits, where it should be noted that CGN is the third
biggest freight airport in Germany. In so far DUS and CGN are in some sense complements.
Except, DUS and CGN all other airports depend strongly on the activities of low-cost carriers
like Ryanair, Easy Jet, Wizz Air, Airarabia, Sun Express, Germanwings, Air Berlin, TUIfly,
and so on.

Table 1
Distances between airports, utilization and shares of passengers and flights
Distances between airports Number of Share Share
employees pass. flights
Airports | DUS | FMO | DTM | NRN | PAD | ESS | CGN (2014) (2014) | (2014)
DUS 0 113 64 56 134 17 54 16,556 0.52 0.45
FMO 113 0 69 122 86 96 146 1600 0.05 0.08
DTM 64 113 0 102 70 49 80 1679 0.06 0.08
NRN 56 122 102 0 171 60 108 603 0.02 0.02
PAD 134 86 70 171 0 119 132 369 0.03 0.08
ESS 17 96 49 60 119 0 61 0.0 0.00 0.00
CGN 54 146 80 108 132 61 0 12,500 0.31 0.30
pre-tax 53.7 -3.8 -17.9 2.0 -25 -0.9 5.1 Total Total Total
operational employees: | passengers: | flights:
profitst® 33,307 34,09 |512.021
(million million
EUR) 2015

10 In the past 15 years the yearly profits were very similar.
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The disadvantage regarding these airlines is, that they often want to be subsidized by the
airport, and that they do not offer a network or connection flights, and therefore are less
attractive for business flights. Hence, the effect of these airlines on the index connectivity is
low. If, for example, the Flughafen Niederrhein (NRN) would lose Ryanair as a customer, it
would lose around 98 % of all flights.

Additionally, it should be noted that all investments of the airports PAD, DTM, ESS, NRN
and FMO were financed by public money; except NRN all airports are owned by public
entities and all airports are highly indebted.'* We have to conclude that a ruinous competition
between the airports takes place in NRW and that public resources are misallocated and
wasted. The main reason for these inefficiencies is the competition between the different
regions of NRW, which are very close to each other. In the next section we will show that this
kind of inefficiency always occurs, if competition with the help of public infrastructural
investments is like a zero-sum game; that is the case, if the regions are close to each other.
However, this problem does not only occur in this specific part of Germany: all other regional
airports realize losses as well. For example, also the UK faces this problem, where the airports
Blackpool, Cambridge, Manston and Plymouth were closed in the last years.'?

3 Herd Behavior of Policy-Makers, Innovations and Welfare Gains

The decision of a firm to settle down in a specific region is determined by the expected
profits, which it will realize after settlement. For policy-makers, the overall impact of
attracting companies from outside on regional welfare is of major importance. Typically,
policy-makers measure the regional welfare in terms of the regional aggregate income.
Therefore, policy-makers should consider all regional income effects, generated by attracting
an additional firm. In general, we can expect the settlement of new firms to create positive
externalities and spillovers, which influence the overall economic outcome of a region
positively. Policy-makers have an intrinsic incentive to attract new firms, because it leads to a
higher employment rate, an increase of the regional income and therefore the tax basis, and at
a consequence of these positive economic effects, the policy-makers’ probability to become
reelected increases.

According to the models of new growth theory, new firms create positive externalities,
which are reflected by a decline of the average production costs of settled firms already
operating in the region. Because of these advantages, most regions in Europe and the USA are
offering subsidies in terms of public infrastructure investments, like construction of roads,
airports, ports and so on. However, policy-makers are confronted with the fact that they do not
know ex-ante which kind of firms will generate the highest additional regional income,
because the positive spillover effects differ from industry to industry.

To model this policy problem, we assume that policy-makers are risk-averse regarding
their own position, but they are at best risk-neutral regarding public expenditures, because
even if the expenditures are wasted, they will be not personal liable. Without any doubt,
policy-makers do not want to waste taxpayer’s money; but it can happen, and to what extent
they will be made politically liable for a failure case-dependent. The underlying reason is that

11 Even though NRN is for the most part in private ownership (99.93 %), the private owner financed his
investments with a credit from public entities. Until now, the private owner was not able to pay back the credit. The
credit of around 26.5 million EUR itself is secured by a mortgage effected on the airport. Thus, from an economic
view, the airport is in fact in public ownership.

2 See The Economist-ups and downs, 28" January, 2016. http://www.economist.com/news/britain/21689632-
despite-rising-demand-flights-small-airports-are-closing-ups-and-downs.
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voters cannot judge about the absolute performance of policy-makers; they can only judge
about their relative performance. If the majority of regional policy-makers fail, then it is less
spectacular as if only one policy-maker fails, who applied a different policy than the majority
of other regional policy-makers. In the latter case, the policy-maker is incompetent in the view
of the voters and will probably not be re-elected. If all regional policy-makers fail, the voters
will accept the failure as a kind of accident or inevitable destiny. In the view of the voters, the
responsibility of the regional policy-maker is minor, because policy-makers in other regions
did not perform better. Therefore, the best strategy of a policy-maker is to copy the behavior
of other policy-makers — to follow the “herd”. With respect to their own re-election, the
relative performance resulting from their policy is important. Consequently, policy-makers
have an incentive for “herding”. This kind of behavior is well known in financial and
behavioral economics (see e.g. Bannerjee (1992), Bikhchandani, Hirshleifer & Welch (1998),
Bikhchandani & Sharma (2001), Anderson & Holt (1996)).

To illustrate herd behavior, we adopt an example from Bannerjee (1992). A husband and
his wife are searching for a good restaurant in an unknown city. They are walking in a street
with two restaurants, of which they do not know the quality. During the time, they are
discussing where to go, and suddenly they notice that other people are entering one restaurant.
Because of this observation, they will adjust their beliefs about the quality of the two
restaurants. After observing people entering one of the restaurants, they will assume that the
quality of that particular restaurant is superior. Let us now assume that the husband has to
decide where to go. If the husband would choose the restaurant without customers and the
meal would taste bad, the wife would argue that he could have known that the quality of this
restaurant is bad, because nobody else is visiting it. However, if the husband would choose the
overcrowded restaurant and the meals taste bad, the wife would argue that the meals do taste
not so good, but that it is probably the best restaurant in town. In the former case, the husband
runs into trouble with his wife, and in the latter, his wife assumes that her husband cannot be
hold responsible for the bad food. Given these considerations, the husband will always choose
the overcrowded restaurant. It is rational to follow previous decision makers and to copy their
behavior, because on average it is the most successful strategy. The disadvantage of this
strategy is that the couple has to stay in an overcrowded restaurant while the herd can be
wrong regarding its choice.

This behavior can also be observed regarding the behavior of regional policy-makers: if all
decision makers were trying to attract a firm by offering an extended infrastructure, the
expected pay-offs will decrease. If everybody is betting on the same horse, the pay-off gets
rather low. The logic behind that is that the number of attractable firms is rather limited and in
so far the competition between regions is like an auction. The fundamental problem is that the
additional information gathered by policy-makers may lead to information cascades, which
lead to “herd” behavior — that means the copying of the policy of the successful regions.® Do
regional policy-makers really behave like it is described above with respect to investments in
airport infrastructure? The answer is yes, and this has some good reasons. The first is: many
impact studies on the economic effects of airports from all around the world are available and
the studies mostly conclude that airports create huge positive externalities. Thus, an interested
policy-maker will get the impression that investments in airports will be highly profitable.
Additionally, if one policy-maker would refuse to enter the competition while the policy-
makers in neighboring regions do enter, then the former policy-makers will come under

13 See for formal proof Geerdink (2010) or Geerdink & Stauvermann (2008).
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political pressure exerted by the political opposition. Observing the obvious success of the
neighboring region (because of a missing competitor), the political opposition will argue that
the regional government has wasted an opportunity of development. Moreover, a third aspect
is based on policy-maker’s psychology. An airport is of high prestige in the public and if it
operates successfully, the name of the policy-maker will be high-lighted in history books and
encyclopedias. In so far, investments in airports are more preferable from the policy-maker’s
view than investments in the improvement and maintenance of roads, bridges or train tracks.

4 Firms, Innovations and Welfare Gains

In this section, we develop a model of regional competition and monopolistic competition
between firms. Without loss of generality, we assume that only two identical regions, together
representing the total economy, compete to attract one firm, where an airport induces regional
spillover effects.’* From the consideration of the former section, we assume that an airport is
the preferred infrastructure-project of the regions. Before we investigate into the competition
of the regions, we look at the economic impacts of an airport. In general, airports generate four
effects: the direct effect, the indirect effect, the induced effect and the catalytic effect. The
direct effect is created by the investments, the production and employment generated by on-
airport firms and visitors. The indirect effect is created by economic off-airport activities
resulting from the demands of on-airport activities, and the induced effect is generated by
multipliers of re-spending the flow of incomes generated through the direct and indirect
effects.® For simplicity, we assume that these effects are distributed equally between the two
regions. Usually, the fourth effect, which is called the catalytic effect, is a result of spillover
effects on the supply-side of the economy, for example increased investment and productivity
improvements. To make the catalytic effect tractable, we assume that the productivity of all
settled firms in both regions will increase by the same factor and we assume that the additional
investments are represented by the settlement of the attracted firm, which also induces a
positive spillover effect on the supply-side of the total economy. Of course, these assumptions
are only fulfilled as long as the two regions are close to each other or - in other words - that
one airport could serve the whole country.

Therefore, we have to compare two scenarios, and the different outcomes for the regions
and the whole economy. The first scenario is: there is only one airport in the whole economy,
located in one of the two regions. In the second scenario the country has two airports, one in
each region. From the point of view of the regions, the crucial aspect is where the additional
firm will settle. From a national perspective, this does not matter. Here we will specifically
pay attention on the role of the additional firm and its contribution to the overall regional and
national economic activity. An important aspect of an additional firm is the appearance of
positive externalities. These externalities can lead to an overall decrease in the average costs
of other firms. This increases the productivity of both, the region and the nation, whereby only
the former is in the focus of regional policy-makers. We use an idea of Stauvermann (1997),
which is based on Romer (1989, 1990) to model our economy.

There are three basic features underlying the Romer model. The first one is that
technological change lies at the core of economic growth. The second is that technological
change is based on additional knowledge. Knowledge differs from other economic goods: it is
a non-rivaling good and can be accumulated without bounds per capita. Treating knowledge as

1t is no problem to extend the number of regions and the number of new firms,
15 See ACRP (2008) and ECAD (2008).
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a non-rivaling good makes it possible to incorporate externalities'®. The third premise is: the
new firm owns additional knowledge, which is represented by a patent. Consequently, we
consider monopolistic competition. To model this, we use a standard Dixit & Stiglitz (1977)
model of monopolistic competition in line with Romer (1990). The purpose is to find out the
gains of an additional firm settling down in the region. The economy consists of two sectors; a
final good sector, which is producing under perfect competition and an intermediate goods
sector, which is producing under monopolistic competition. The aggregate production function
of the final goods sector can be represented by:

Y = L"‘Zm:k}*a . 1)

j=l

Aggregate labor input of the final goods sector is represented by L . Next to that, this sector
uses the quantity of kj units of intermediate inputs, interpretable as capital goods, which are

depreciated within one period by 100 %. These m intermediary goods are produced by m
firms, where m should be an even number for simplicity. The production function is additively
separable in the different types of intermediate goods. Without loss of generality we normalize
the price of the final product to one. Then the following profit maximization problem for the
final goods sector with respect to labor and intermediate goods results:

a A l-a o
mex L Zl:kj —wL—Z; pK; - )
] j= J=
We get the following first order conditions:
W= aL“"lz k}_“ ©))
j=1
and
p,=L0-a)k“, Vjefl..,m} @

Because of perfect competition in the final goods sector, the profits will be zero and the
wage rate equals the marginal product of labor and therefore is the same for each firm.
Equation (4) represents m inverse demand functions of the final good sector for each of the m
intermediate goods.

For the intermediate goods sector we assume each producer of an intermediate good to be
a monopolist. The rationale behind the monopoly is the following: after having invested in
developing an innovation, each producer of an intermediate good holds an infinitely lasting
patent. Because of the fact that there are many intermediate goods producers, the market
structure results in monopolistic competition on the intermediate goods market. Further, we
assume that one intermediate good is produced using one unit of final output. Additionally, we

16 Arrow (1962) and Lucas (1988) developed similar ideas.
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assume that a fixed investment of F, units of the final product is necessary to invent one new
type of intermediate good. This results in the following total cost function of a producer j;

TCj(kj): ki +F;. (5)

All intermediate goods producing firms maximize their profits. This leads to the following
maximization problem of the j-th intermediate goods producing firm;

mex b,k J; —k; — F, ZWE}X(l—Of)Lak}_a—kj -F, Vied..m}.

Substituting p, (kj) by equation (4), leads to the necessary condition of this maximization
problem:

(L-a)L%?-1=0, Vj e {l,...,m}. )

Let us now normalize L to one. Because the symmetry of all m intermediate goods firms,
we derive the equilibrium values for all intermediate good firms:

k. =k=(1—a)§L, vj e{l,...,m}. (8)

)

Because of the symmetry of all m firms, we can add up all intermediate goods used in the
production of the final goods.

ik. —mk=m(l-a)L=K. ©)

Substituting (9) into the final goods production function (1), we get:

2(1-a)

Y=m(l-a) = L. (10)

Now we are able to calculate the equilibrium prices of the intermediate goods. Inserting
equation (8) in equation (4), we get the following result:

D :p:i, Vjell,...m}. (11)

Given this result, we are able to calculate the profit of an intermediate goods firm:

2-a

7, =E=1LE—FJ. :a(l—a)%L—Fj,Vje{l,...,m}. (12)
-

Consequently, the equilibrium wages are given by:
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— 2(1-a)
w, =ma(k)*® =mal-a) « . (13)

Please note: the wage rate depends on the number of existing intermediate goods firms.
Therefore, we have attached the subscript to the wage rate to indicate the number of
intermediate goods firms. Now we have determined all equilibrium prices and quantities of the
static model.r” From the perspective of a policy-maker, the aggregate income of a region is an
indicator for its welfare. The aggregate income is given by the sum of the wages plus the
profits of the intermediate goods sector. From (13) we can derive the national wage income:

2(1-a)

W =Lw, =ma(l-a) « L. (14)

The regional total wage income W, of each region i=1,2 is the half of it, because of the

assumed identity of both regions. Let us define Y,, as the national net income and Y! = % as

the regional net income of region i, if m intermediate goods firms are operating in the country.
Then the national income equates to the sum of the total labor income plus the aggregate
profits of the intermediate goods sector.

20t-a Za 2(1-a Za

(1-a) Za (1-a) za
Y, =ma(l-a) « L+ma(l-a)* L-mF=m aL[(l—a)a +(l-a) “ J—F . (15)8

Obviously, the national income depends positively on the number of intermediate goods
producing firms and the labor supply. For convenience, let us define:

2(1-a) 2-a

Q=a (1—05)T+(1—a) a | (16)

5 Regional competition

Before we model the regional competition, we have to calculate the payoffs of the
competition. Let us assume that an additional firm will settle in region 1. Usually, this
additional firm would bear the investment costs of the airport by itself, but it will exploit the
competition of the regions so that it will realize a windfall gain.*®

In order to determine the additional contribution of a new firm to the regional economic
activity, we calculate the effect on the regional net incomes, if a new firm enters the

17 A dynamic version of the model can be found in Stauvermann (1997), where an OLG approach is used. The
present model can be easily extended to an OLG growth model, where the savings of the workers will be spent for
patents, which generate the profit incomes.

18 The subscript of Y indicates the number of intermediate goods firms in the region.

¥ In reality, airports often offer firm-specific facilities at the airport. For example, the airport CGN invested 70
million EUR in 2008 in a new freight center to attract the US American express freight carrier FedEx.
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intermediate goods sector and an airport is available. After settling, we have on aggregate m+1
intermediate goods producing firms. At first, we ignore the costs of the airport; we will
consider them later on.

Additionally, we assume that the availability of an airport decreases the variable costs of
the intermediate goods producing firms by a factor c<1, where the cost reduction is
independent of the number of airports. This assumption can be justified by fact that finally
only one airport will be in use serving the whole economy while the other turns out to be a bad
investment. From the viewpoint of an airline, it is much more efficient to use only one airport
than two, because typically an airline realizes economies of scale and the bigger an airport the
more attractive it is for customers and airlines. Or, in other words: for airlines, it is clearly
cheaper to use only one airport instead of two as long as the distance between two airports is
relatively small. Because of the fact that the productivity of all firms in the country will
increase with the availability of an airport, we will ignore this positive effect for simplicity
and assume that c=1. Giving these assumptions, the resulting national income in a scenario
with m+1 intermediate goods firms settled in the country and one airport can be denoted as
follows:

Y., =(m+1)QL-F). 17)

Because of the fact that the new firm can only settle in one region, we have to take both
regions into account. Without loss of generality, we assume that region 1 attracts the new firm.
Then the resulting regional income of region 1 is given by;

2-a

2(1-c) 2-a
Yrﬁ+1=(mTﬂja(l—a) @ L+ga(l—a) @ L—%F +all—-a) « L—F. (18)

We have to note: the advent of an additional firm leads to an increase of the wage rate in
the final product sector, which is distributed equally within the country. Consequently, the
regional income of region 2 becomes

2(1-a) 2-a
Y2 (mTH'ja(l—a)aL+ma(1—a) « L—%F. (19)

m+l
2

Comparing both regional incomes with the regional incomes in the former section, it is
obvious that the income with an airport and an additional firm is higher. The regional income
increase is maximized, if the firm settles in this region. Consequently, we now calculate the
additional income of a region that manages to attract the new firm to settle in its region. This
is the difference between the income with an airport and the new firm and the income with
only m firms. So we have to calculate the difference between the income of the “winning”
region (by assumption: region 1) and the income of the same region before the additional form
has settled. This results in

2(1-a)

« Eand
_Ymi:aa—az) L aloa) L. (20)

AY' =Y!

m+1
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The income difference equals the profit of the additional firm and half of the income
increase of all workers?,

To model the competition, we use an approach introduced by Geerdink & Stauvermann
(2008), who applied some ideas of Skaperdas (1996) and Skaperdas & Gan (1995). Both
regions try to attract the courted firm by offering the availability of an airport, whereby it is
assumed that an increasing investment in the airport increases the attractiveness of the region
from the point of view of the firm, because the availability of the airport reduces the firm’s
costs.? This type of competition is a game — a so-called “winner take all” game. Both regions
invest in their airports to attract the firm. The firm decides for one of the two regions — so
finally there is a “winning” region and a “losing” region. The losing region has invested in the
airport to attract the firm, but these investments are lost because the firm settles elsewhere.
Typically, policy-makers do not take into account that in our model also the loser of the
competition gains the half of the increase of the wage incomes.?? In reality, this loser’s gain is
difficult to estimate and usually this estimation will not be performed. In our model, the
policy-makers assume that the loser’s gain is zero.

In principle, this kind of competition can be applied to all firm-specific infrastructure
investments, which could only be used by the competed firm(s).

The winning region has invested in an airport and receives the prize (additional income,
employment, positive externalities) associated with the settlement of a new firm.

In order to calculate the optimal investments under these circumstances, the regions have
to calculate the expected payoff of attracting a firm. The gross payoff consists of the
probability to attract the firm times the additional regional income associated with the new
firm. However, the probability to attract a firm depends positively on the amount of
investments. On the other hand, the probability of the firm to settle down also depends on
what the competing region is offering. That means that the probability to settle down depends
on the relative efforts (relative amount of investments) of the regions. Additionally, we
assume that the central government co-finances the regional infrastructure expenditures by a
fixed share, so that the region has only to pay the share 1/a of the total expenditures. The co-
financing rate then is (a-1)/a. According to Florio and Vignetti (2003), the co-financing rate of
the structural fund of the EU for infrastructural investments lies usually between 50-85%.
Temporarily, the rates have been increased by 10 per cent points in order to fight the economic
depression caused by the financial crisis 2007/8. That means that the two regions have the
following expected pay-off of attracting a firm:

ei
e+e,

e

E(PO) = AY‘—E' , where i=1,2. (21)

2 For simplicity and without loss of generality we assume an evenly distributed workforce over the two regions.

21 In principle, this effect is reflected by lower variable costs, but we have assumed that c=1. Readers might object
that these two assumptions are inconsistent; and — in fact — this is the case. However, if we assume that c<1, the
general results will not change, but the formulas will become more complicate without adding additional analytic
insights. Here, we only want to concentrate on regional competition, and in so far the inconsistency can be accepted.
On request, the authors will send an extended version of the model, where c<1.

22 If the policy-makers would take into account a positive loser’s gain, then the results will not change
qualitatively, but the formulas will become more complicate.
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The variables €, €, represent the amount of investments made by each of the two regions
respectively. The functions E(PO,) and E(PO,)are the expected net pay-offs of the regions

resulting from attracting the innovative firm. The resulting maximization problem for the two
regions then is described by:

e e
max{ ' AY'——'},where i=12. (22)
& € +€, a

Obviously, this competition is like a Cournot-Nash competition. Alternatively, we could
also assume a Stackelberg competition; under the given assumptions both approaches are
equivalent.?® The first order conditions are given by:

OE(PO,) __ & i AY _120 and 9E(PO,) _ € . N _Ezo. (23)
e, (e, +e,) a de, (e, +e,) a

Solving this system of equations gives the following two best response functions:

e, =—€, ++/e,a(AY") (24)

and
e, =—¢ +yea(AY'). (25)

The gains from attracting an additional firm are the same for both regions, as we already
know from (20). Looking at the equations (24) and (25), it is easy to see that € =¢,, which is

the Cournot-Nash equilibrium solution. The amount of investments made by the two regions is
equal because the regions are identical. Solving the two best response functions
simultaneously, we get the equilibrium effort levels (the subsidies offered by the regions to the
firm):

ei*ziaAYi fori=12. (26)

This means that 25 % of the potential gain of a region is invested in the construction of an
airport if the central government does not support the regional investment expenditures (a=1).
If the co-financing rate of the government is 50 % (a=2), 50 % of the potential gain will be
invested. It also should be noted that the equilibrium investments will exceed the economic
gains caused by the additional firm, if the co-financing rate exceeds 75 %. The simple
explanation is that the regional government is not considering the welfare of the whole
economy. Equation (26) shows that the regions will increase their expenditures if the co-
financing rate increases.

2 For a proof see Stauvermann (2012).
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Proposition 1: If the central government co-finances infrastructural investments, then the
costs of the regions will remain unchanged, but their expenditures will be increased with an
increasing co-financing rate.

Proposition 1 covers the fact that can be observed very often all around Europe: whenever
central governments and/or the European structural funds reimburse a part of regional or
municipal investment projects, these projects are often oversized. Unfortunately, co-financing
is a usual way to subsidize regions. Although the basic idea behind this subsidy policy is well
intentioned to develop disadvantaged regions, it creates inefficiencies.

Given these results, we are able to calculate the probabilities for the regions to attract
innovative firms. The equilibrium probability of a region to win the game then is

P= f , 1=1,2. From the perspective of policy-makers the probabilities to win are the
g
same for both regions:

@7)

Of course, the firms realize that regions are competing for their favor. Therefore, we have
to assume that the firms will exploit this competition. While announcing a fair settlement
decision, the decision in reality is often made beforehand. The firms enforce the regional
competition to increase the regional investments in their favor. However, from the point of
view of the regions nothing will change. After calculating the equilibrium probabilities, it is
easy to determine the expected payoffs of the competition: we find them by using equation
(21), (23) and (27):

2(1-a)
lla(l-a) « L
4 2

1

2-a
E(POi):%AY‘—%AY‘ :ZAYi: +a(l-a) * L-F |, i=12.(28)

Equation (28) represents only the expected payoffs of the regions. However, in fact both

regions invest the amount %DYi in airports and this money is spent. Let us again assume that

region 1 will be the winner of the contest, and therefore the new firm settles in region 1.
Then the resulting income of the winning region including the regional expenditures is
given by:

m+l —

2(1-a) 2-a
& —4m8+3a(1—a)aL+2m4+3(05(1—a) “ L—FJ. (29)
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The resulting income of the loosing region is then given by

2(1-a) _ 2-a
y2 —4m8+3a(l—a) p |_+2m4 1(05(1—05) @ L—F]- (30)

m+l —

The resulting national income including the expenditures of both regions is

m+1 m+l

2(1-a) _ 2-a
Yo =Yl +Y? 4m4+3a(l—a) p |_+2m2 1(0:(1—(1) @ L—FJ- (31)

Up to now, we assumed that a=1. Abandoning this assumption and recalculating the
national income including the expenditures of both regions leads to:

_ 2(1-a) _ 2-a
Yo=Yl +y? (m+44aja(1—a) . L+(m+22a)[a(l—a) @ L—FJ- (32)

m+l T

From a national perspective, the profit of the additional firm is halved and the additional
wage income is reduced by 25 %, if the central government does not support the regions.

The problem from the national point of view is that half of all investment expenditures are
invested in an actually bad investment; the second airport is superfluous. Additionally, if we
assume that an airport realizes economies of scale, then we have to assume that the second
airport will never become competitive. Furthermore, if the central government co-finances
regional infrastructure investments, then the loss increases and a co-financing rate equal to
75% or more guarantees a decrease of the national income compared to the situation with only
m firms.

Proposition 2: From an efficiency point of view, regional competition to attract an
additional firm with the help of public infrastructure investments like airports is always
inefficient.

Proposition 3: If the co-financing rate is 75 % or more, the whole economy is always
worse off with the airports. If the co-financing rate is higher than 50% and less than 75 %, the
whole economy is worse off, if the wage income share is lower than (2a — 4)/a.

Proof: Because of the linear homogeneity of the total income in the number of
intermediate goods firms, the additional income generated by the firm minus the total
expenditures for the airports can be rewritten as:

mﬂsz': ﬂ ﬂ_ﬁ. ﬂ E’ (33)24
Y 4 )Y 2 )Y

where W is the total wage income and P is the total profit income. Solving (33) for W/Y leads
to the following statement:

24 Equation (33) additionally shows that the growth rate of the economy depends on the number of firms, the
share of wage and profit incomes and the co-financing rate via parameter a.

40 MexaHi3m peryntoBaHHs ekoHoMiku, 2017, No 3



Peter J. Stauvermann, Frank Wernitz.
The Welfare Effects of Regional Competition with Infrastructure Projects

If a>2, then AY <O, if w<(2a_4j.
Y a

That means: if the central government reimburses for example 2/3 of the regional
investment expenditures, the wage income share must be bigger than 2/3, otherwise a loss will
occur. The problem arises, because the regions compete against each other, and they take only
into account their regions and the gain in case of winning the competition. However, here the
bad story does not stop. There are two airports, and airports serve business activities and of
course they are also serving direct consumption activities like tourist flights. Doubtlessly,
airports are operating with economies of scale. Consequently, we can assume the following
cost function for an airport for simplicity:

Ci(xi): F,+C,X, (34)

where F, are the fixed costs, c, the marginal costs per passenger, and X' the number of

passengers at the airport in region i. Certainly, the airport in region 1 has an advantage and it
should not be surprising that the airport in region 2 has no chance to succeed in this
competition. In reality, this often leads to a permanent subsidy policy like the one observable
in NRW. Given that region 2 subsidizes its airport to increase its competitiveness, airlines
have an opportunity to exploit the region.? This of course makes the airport in region 1 less
profitable.

In general, we can learn from this model that regional competition in infrastructure leads to
bad outcomes, if the infrastructure is of nation-wide interest. In our model, it would be much
better, if the central government would decide about infrastructural investments.

6 Conclusions

In this paper, we have shown that regional competition with the help of infrastructural
investments, which affects the whole country or the competing regions, is inefficient. From
the work of Stauvermann and Wernitz (1998), it can be concluded that the inefficiency rises
with the number of competing regions. Additionally, the inefficiency increases, if the central
government supports the regions in their efforts to win the competition. Here we have
concentrated on airport infrastructure, and from our analysis we can derive that regional
governments should not plan the airport infrastructure; to avoid inefficiencies, it should
instead at best be done — with respect to the EU - at the European level. Otherwise, the
regional competition of regions is nothing else than a ruinous zero-sum contest, leading to
ruinous competition. These results of the paper can be seen as a normative reasoning for the
point of view of the scientific council of the German ministry of spatial planning
(Wissenschaftlicher Beirat beim Bundesminister fuer Verkehr, Bau und Stadtentwicklung
(2011)), which also proposes the development of an Europe-wide master plan for aviation.

The general problem with regional competition is that regions cannot go bankrupt or
vanish from the ‘market’ of regions. Therefore, the whole idea of regional competition is
questionable. The idea that poor regions can catch-up with rich regions with the support of co-

% See for example Barbot (2006).
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financing seems to be an illusion and a misinterpretation of competition and economic
efficiency. Both concepts cannot be applied to regional development as for example the
development of East Germany since the Reunification of Germany demonstrates drastically.
Despite that East Germany received more than two trillion EUR from the West in the last 27
years, the East was not able to catch-up with West Germany in economic terms. What we
could observe in East Germany is a huge amount of bad investments and an oversized public
infrastructure, especially transport infrastructure. Of course, we can observe similar
developments in the rest of Europe as well.

Further, if the national government or the EU supports regional competition by co-
financing the overall investment costs, we must fear that the investments will be oversized. If
the co-financing rate is relatively high like for low-developed regions in the EU, where the co-
financing rate can be at maximum 95 % for infrastructural investments, we have to assume
that the costs of the financed projects exceed the societal benefits from the perspective of the
EU as a whole. According to our model, a share of 95 % implies a=20, leading to huge losses
for the EU. Of course, even though we ignored the aspect that firms will increase their
productivity caused by the infrastructural investments, it must be assumed that they realize
windfall profits. This is because they do not pay for the additional infrastructure especially if
we take into account that in general regional competition leads to inefficient low levels of
regional corporate taxes (Stauvermann and Kumar, 2016).
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VY cTaTTi MOaHO aHaIi3 perioHaNTbHOT KOHKYPEHIl iHQpacTpyKTypHUX NPOEKTIB, a caMe MPOEKTIB,
110 nependavaroTh iHBECTHIIT B PO3BUTOK IHYPACTPYKTYPH aepoIOPTiB. 3TiHO 3apOIIOHOBAHOT MOEi,
sKa mependavdae aHali3 JABOX PETiOHIB B yMOBaX MOHOIOJICTHYHOI KOHKYpEHIIi, i caMa perioHanbHa
KOHKYpEHIIisl, i iHBecTHILii OyayTh Hee(EKTHBHI, X04a B I[IIOMY iHBECTHUIII1 B PO3BUTOK iHPPACTPYKTYpH
aepOTIOPTIB — 1€ TOCUTH BAKIIMBUH 1 KOPUCHUH TPHUKIIA]] COIIaTbHUX 1HBECTHIIIH.

VY nocnmimKeHHI JOBEAEHO, MO perioHajibHa KOHKYPEHIis, OCHOBY $IKOI CKJIAJalOTh HBECTHIIi B
iHppacTPyKTYpHI TPOEKTH Ha PiBHI OKpeMHX KpaiH a0 KOHKYpYIOUMX PErioHiB, € Hee(eKTHBHOW. I3
Haioi HaykoBoi po6otu 1998 p. MOXHa 3pOOUTH BUCHOBOK, IO 3i 301IBIICHHAM YHCIa KOHKYPYIOUUX
perioHiB eeKTHBHICTh 3HIKYEThCs. KpiM TOro, eeKTHBHICTh TaKOXK 3HIKYETHCS, SIKIIO LEHTPATIbHI
OpraH{ BJIQJ¥ BCUISIKO CIIPUSIOTH pETiOHaM 3aBOMOBYBaTH KOHKYPEHTHI MO3MIUI Ha PHHKY. Y NaHii
CTATTi aHANI3YIOThCS IPOOIEMH PO3BUTKY 1HOPACTPYKTYPH acpomnopTiB. I3 mpoBeaeHoro aHami3y MoKHa
3pOOMTH BHCHOBOK, IO B IUIAHH PETiOHAIBHOTO PO3BUTKY HE BapTO BKIIOYATH PO3BHUTOK
iHQPACTPYKTYpPH aepoIOPTIB Y KOXKHOMY DErioHi B paMkax ofHiei kpainu. Ha piBHi €Bpomnenchkoro
Corozy (€C) ms epekTHBHOTO PO3BUTKY PETiOHIB HAWKpAIMM BapiaHTOM € PO3BHUTOK iHPPACTPYKTypPH
aepOTIOPTIB 3aralIbHOEBPOIICHCHKOTO PiBHA. Y 1HIIOMY BHIAAKY perioHaIbHA KOHKYPEHIis Oy/e 3BefeHa
10 HyJIsL. Pe3ynbTaTy JaHOTO AOCTIIKEHHS MOYKHA PO3TIIAIATH B SIKOCTI O(Il[ifHOT TOYKH 30py HAyKOBOT
panu denepanbHOTO MiHICTEPCTBA TPAHCIOPTY, OYMIBHUIITBA i Michkoro po3BUTKY (Wissenschaftlicher
Beirat beim Bundesminister fuer Verkehr, Bau und Stadtentwicklung, 2011), sike Tako 3ampONOHYBAIO
PO3po0OuTH 3araabHOEBPOICHCHKUI r'eHepalbHUil IaHy PO3BUTKY aBiallii.

OcHoBHa npo0JemMa JaHOTO NMUTaHHS MOJISIrae B TOMy, 110 perioHallbHa KOHKYPEHIis He nepeadayae
BUXOJIY 3 PUHKY KOHKYPYIOUHX perioHiB abo iX OaHKpyTCTBa, a caMa periOHalbHa KOHKYPEHIIiS
BUKJIMKA€ YUMaJO 3alUTaHb. Te3a mpo Te, Mo CHiB(iHAHCYBaHH:/CYOCHIyBaHHS OiTHUX PErioHIB Oyxe
e(eKTHBHUM 1 BOHH 3MOXXYTh 3PIBHATHUCS 332 PIBHEM €KOHOMIYHOTO PO3BHTKY i3 OaraTWMMH perioOHaMH,
3[A€ThCS 1MIO30PHMM 1 MOMHJKOBHMM TIyMad€HHSAM KOHKYpeHLil Ta exkoHoMiuHoi edexruBHOCTi. Lli
HOHSATTS HEMOXKJIMBO BHKOPHUCTOBYBAaTH CTOCOBHO aHalli3y PO3BHTKY OKPEMHUX PEriOHIB, HalpPHUKIAL,
Cxignoi Himewuwnu micns Bo33’eaHaHHs. HesBakaroum Ha Te, mio 3a octanHi 27 pokiB CxigHa
Himeyunna otpumana Oijiblie JBOX TPUIIBIOHIB €BPO HA PErioOHalbHI MPOEKTH PO3BUTKY, BOHA TaK i HE
3Morna 3piBHATHCA 13 3aximHoio HimewunHOIO 3a piBHEM EKOHOMIYHOrO poO3BHTKY. Y CximHiit
HimeuyunHi, Hampukian, iCHye NpakTHKa HeeEKTHBHOTO I1HBECTYBaHHS, OCOOJMBO B TPAHCIOPTHY
iH}pacTpykTypy. 3BH4aiiHO, MONIOHY CHTYaIliI0 MOXKHA CIIOCTEpIraTH i B iHIINX KpaiHax €Bpommn.
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Peter J. Stauvermann, Frank Wernitz.
The Welfare Effects of Regional Competition with Infrastructure Projects

Kpim Toro, sikiro HarioHaabHI ypsinu abo kepiBHUITBO €C MiATPUMYIOTH PeriOHaIbHY KOHKYPEHIII0
[UISIXOM CHiB(iHAHCYBAaHHS CIUIBHUX 1HBECTUIIIMHUX BUTPAT, CIiJl MOOOIOBATUCS 30UIBIICHHS 00CATIB
iHBeCcTUIH. SIKIIO piBeHb CHiB}iHAHCYBAaHHS BITHOCHO BUCOKHH, HaNpHKIal, I CIa00pO3BUHEHUX
perionis €C, ne piBeHb cHiB(h)iHAHCYBaHHS MOXKE CTAHOBUTU MakCHMyM 95 % it iHpacTpyKTypHHX
MPOEKTIB, NOLUIFHO MPUIYCTUTH, L0 BUTPAaTH Ha (iHAHCYBAHHA IPOEKTIB MEPEBUINATH COILiajbHi
Burogqu €C y minomy. 3rigHo Hamioi Mozem, 95 %-mif piBeHp cHiBiHaHCYBaHHA y WiToMmy Oyne
36utkoBuM 1t €C. 3BnyaifHoO, HE3BaXKAI0UM Ha Te, 1[0 MOJIENb He BPaXxoBye 30UIbIIeHHS (ipMaMu CBO€T
MIPOJYKTHBHOCTI, BHKIMKAHOI IH(QPACTPYKTYpHUMH IHBECTHIISIMH, CIiJ IpPUIyCTHTH, IO BOHH
oTpUMaloTh HaanpuOyTok. lle moB’s3ano 3 THM, Mo GipMH IPaKTUYHO He (IHAHCYIOTH PO3BUTOK
JOATKOBOi 1H(PACTPYyKTypH, OCOONMBO SKIIO BpaxyBaTH INe N Te, MO B IJIOMy perioHajabHa
KOHKYPEHIIisl TPU3BOJUTH A0 AY’KE HU3BKHX PErioHaJbHUX KOPIIOPAaTHBHUX MOAaTKiB (Stauvermann and
Kumar, 2016).

Knrouoei cnosa: perioHanbHa KOHKYpEHLis, iIHQPAaCTPyKTypa, perioHaJbHUI PO3BUTOK, CYOCHIi.
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B craTbe mpeACTaBICH aHANM3 PETMOHAJIBHOW KOHKYPEHIMH HH(PACTPYKTYPHBIX INPOEKTOB, a
HMEHHO MPOEKTOB, MNPEeIyCMaTPHBAIOIINX WHBECTHUIMH B pPa3BUTHE HH(PACTPYKTYpHI a’pOIOPTOB.
CornacHO TPEJIOKEHHOW MOJENH, KOTOopas MpeIyCMaTPHBAeT aHAIHM3 JBYX PETHOHOB B YCIOBHSX
MOHOTIOJIUCTHYECKONH KOHKYPEHIIMM, M CaMa pPeruoHajbHas KOHKYPEHLHS, M HHBECTHLUH OyIyT
Hed(hGEKTHBHBI, XOTS B LIEJIOM HHBECTUIIMH B Pa3BUTHE UHOPACTPYKTYPHI a3POIIOPTOB — 3TO TOCTATOUHO
BAYKHBIN U MOJIE3HBIM IPUMEpP COLUATIbHBIX HHBECTHIIUHI.

B crartbe J0Ka3aHO, YTO pErMOHAJbHAS KOHKYPEHIUS, OCHOBY KOTOPOH COCTaBJISIOT MHBECTHLIHH B
UH(PPACTPYKTYPHBIE TPOCKTHI Ha YPOBHE OTAENBHBIX CTPAH WM KOHKYPHUPYIOIIMX PETHOHOB, SBISCTCS
HeoddexruBHOM. M3 Hamelt HayuHO# paboThl 1998 r. MOXKHO clienaTh BBIBOJ, YTO C YBEIHUCHUEM YUCTIa
KOHKYPUPYIOLINX PErHOHOB 3G PEeKTHBHOCTH CHIKaeTcst. Kpome Toro, a3 hexkTHBHOCTS CHIXKACTCS, €CIIH
LHCHTPaJIbHBIC OPTraHbl BJIaCTH BCAYCCKU CHOCO6CTBleT pEeruoHam 3aBOCBbLIBATH KOHKypeHTHble IMMO3UIIUH
Ha pbIHKe. B 1aHHOI cTaThe aHAMM3MPYIOTCS MPOOIEMbI pa3BUTHSI MHPPACTPYKTYpPhI adponoprtoB. U3
MPOBCACHHOI'O aHa/JIM3a MOXHO CHACaTb BBIBOA, YTO B IIJIaHbI PErUHOHAJIBHOTO PAasBUTUA HE CTOUT
BKJIIOYATh Pa3BUTHE MH(PACTPYKTYPHI a3pOMOPTOB B KaXIOM PETHOHE B paMKax OXHOW cTpaHbl. Ha
ypoBHe EBpomeiickoro Coro3a (EC) mnst >ddexTuBHOrO pa3BHTHS PETHOHOB JIyYIINM BAapHAHTOM
SIBJISICTCS pa3BUTHE MH(PACTPYKTYPhI a’spOIOPTOB OOIIEEBPOIEHCKOr0 ypoBHs. B MpOTHBHOM ciydae
pervoHanpHas KOHKYpEHIMs OyAeT CBeAeHa K HyNI0. Pe3ynbTaTel JAQHHOTO HCCIEAOBAHUS MOYXKHO
paccMaTpHBaTh B Ka4eCTBE O(QHIHANIbHON TOUKU 3peHus HayqHOro coBeta deepaibHOr0 MUHHCTEPCTBA
TPaHCIIOPTa, CTPOUTEIbCTBA U ropoackoro pasputust (Wissenschaftlicher Beirat beim Bundesminister
fuer Verkehr, Bau und Stadtentwicklung, 2011), koTopoe Tarke NpeIOKWIO pa3paboTaTh
OO611eeBpONCHCKHiT TeHEpaTbHBIN TJIaHA PAa3BUTUS aBHAIHH.
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Ilemep /Inc. Cmasepmann, @pank Bepuiy.
CouianbHi edpekTH perioHaIbHOI KOHKYPeHIii iH(ppacTPyKTypHUX NPOEKTiB

OcHoBHas TpobjeMa JaHHOTO BOIPOCA COCTOMT B TOM, UTO PETHOHAIBHAS KOHKYpPEHIMS He
MpeyCMaTpUBAeT BbIXOJA M3 pBIHKA KOHKYPHPYIOLUIMX PETHOHOB MM HX OaHKpPOTCTBA, a cama
peTHOHANbHAS KOHKYPEHIMS BBI3BIBAET JIOBOJBHO MHOro BompocoB. [loiokeHme o TOM, UTO
coduHaHCHpOBaHUE/CyOCUIUpOBaHHe OCIHBIX pPErnoHoB Oyaer 3(QGEeKTHBHBIM H OHH CMOTYT
CPaBHATHCSA B YPOBHE KOHOMUYECKOTO PAa3BUTHS C OOTaTbIMH PErMOHAMH, Ka)KETCSl WITIO30PHBIM U
JIO)KHBIM TOJIKOBAaHHEM KOHKYPEHIMH W SKOHOMHUYECKOH 3((QEKTUBHOCTH. DTH IOHATHS HEBO3MOXKHO
HCTIONB30BaTh TIPHMEHHUTENPHO K aHAIM3y Pa3sBHTHSA OTIEIBHBIX PErHOHOB, HampuMmep, BocTouHoit
I'epmanuu nocne BoccoeauHeHus. HecMoTps Ha To, uro 3a mocneanue 27 ner Bocrounas I'epmanus
noy4yuia Gosiee NBYX TPHIUIMOHOB €BPO Ha PErHOHajbHBIE NPOEKTHI Pa3BUTHS, OHA TaK U HE CMOIJIA
cpaBHATHCA ¢ 3amaaHol ['epMaHMell Mo ypOBHIO 3KOHOMHYECKOTO pa3Butus. B BocrouHoit ['epmanum,
HalpuMep, CYIIECTBYeT MpaKTHKa HEe3((PEKTHBHOTO WHBECTHPOBAHHS, OCOOCHHO B TPAHCIIOPTHYIO
nHppacTpykrypy. KoneuHo, mogo6Hyro cCHUTyannio MOKHO HaOIIOAaTh U B APYTUX CTpaHax EBpombL.

Kpome Toro, ecmm HaIMOHAIBHBIE IPaBUTENbCTBA MMM pyKoBoicTBo EC moanepkuBaroT
PETHOHAIBHYIO KOHKYPEHIHIO ITyTeM CO(MHHAHCHPOBAHUS OOLIMX WHBECTUIMOHHBIX 3aTpar, CIEAyeT
oracaThCsl yBeIN4YeHHs1 00bEMOB MHBeCcTHIMH. Ecii ypoBeHs coHaHCHPOBAHUS OTHOCUTEIIBHO BBICOK,
Hampumep, st ciabopas3Buthix pernoHoB EC, rme ypoBeHb cOQMHAHCHPOBAHHS MOXKET COCTABIATH
MakcuMyM 95 % st MHQPACTPYKTYPHBIX IIPOEKTOB, CIEIyeT IPEIoJIOKUTh, YTO PacXoasl Ha
(MHAHCHpYEeMBIE TPOEKTHI NPeBBICAT counnaibHble Bbroasl EC B menom. CornacHo Hamed Mozenw,
95 %-ii ypoBeHb coduHaHCHPOBaHUs B 1enoM Oyaer yosrrounsiM misi EC. KonedHo, HecMOTpst Ha TO,
YTO MOJENs HE YYUTHIBAeT YBENHUYEHHEe (HPMaMHU CBOEH IIPOM3BOAUTENBHOCTH, BBI3BAHHOI
HH(PACTPYKTYPHBIMI MHBECTHIUSAMH, CIEAYeT MPEIIONI0KNATh, YTO OHHU INOIydaT CBEPXNPHOBLUIb. JTO
CBSI3aHO C TeM, 4dYTO (UPMBI TPAKTHUECKH HE (UHAHCHPYIOT pa3BUTHE MONOIHUTENBHOI
HHQPACTPYKTYpHl, OCOOCHHO €CIM y4ecTh elle M TO, 4TO B IeJOM pPernoHajbHas KOHKYPEHIIUS
MPUBOJIUT K OYCHb HU3KHM PErHOHAIBHBIM KOpPIIOpaTHBHEIM Hajtoram (Stauvermann and Kumar, 2016).

Knuoueevie cnoea: pervoHaibHas KOHKYPEHIHs, WH()PACTPYKTypa, PErHOHAIBHOE pa3BUTHE,
CcyOCHIUH.
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