

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
				

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Making Subsidies Work: Rules vs. Discretion

	
    
        
            
            







    
    










    
    
    
    











			
                    IZA Discussion Paper No. 15172
 
        

    
	

	
	
		
		
			68 Pages
		
		

		Posted: 19 May 2022
		
		
		
	

	
		
			
			




	See all articles by Federico CinganoFederico Cingano
Bank of Italy
Filippo Palomba
Princeton University
Paolo Pinotti
Bocconi University - BAFFI Center on International Markets, Money, and Regulation
Enrico Rettore
University of Padua; IRVAPP


		

	
	
	
	
	


	
	
		
			There are 5 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Making Subsidies Work: Rules vs. Discretion
									

								
							
							
							
								Bank of Italy Temi di Discussione (Working Paper) No. 1364
							

							
							
								
									Number of pages: 65
								
								
									Posted: 22 Apr 2022
								
								
							

							
						

						
							
							Downloads
							  173
							
						

					

					
					

					
						
							
						

						
							
								
									Making Subsidies Work: Rules vs. Discretion
									

								
							
							
							
								CESifo Working Paper No. 9560
							

							
							
								
									Number of pages: 62
								
								
									Posted: 10 Feb 2022
								
								
							

							
						

						
							
							Downloads
							   66
							
						

					

					
					

					
						
							
						

						
							
								
									Making Subsidies Work: Rules vs. Discretion

								
							
							
							
								IZA Discussion Paper No. 15172
							

							
							
								
									Number of pages: 68
								
								
									Posted: 19 May 2022
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							   56
							
						

					

					
					

					
						
							
						

						
							
								
									Making Subsidies Work: Rules vs. Discretion
									

								
							
							
							
								BAFFI CAREFIN Centre Research Paper No. 2022-174
							

							
							
								
									Number of pages: 61
								
								
									Posted: 11 Feb 2022
								
								
							

							
						

						
							
							Downloads
							   26
							
						

					

					
					

					
						
							
						

						
							
								
									Making Subsidies Work: Rules vs. Discretion
									

								
							
							
							
								CEPR Discussion Paper No. DP17004
							

							
							
								
									Number of pages: 69
								
								
									Posted: 29 Mar 2022
								
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We estimate the employment effects of a large program of public investment subsidies that ranked applications on a score reflecting both objective criteria and local politicians' preferences. Leveraging the rationing of funds as an ideal RDD, we characterize the heterogeneity of treatment effects and cost-per-new-job across inframarginal firms, and we estimate the cost effectiveness of subsidies under factual and counterfactual allocations. Firms ranking high on objective criteria and firms preferred by local politicians generated larger employment growth on average, but the latter did so at a higher cost-per-job. We estimate that relying only on objective criteria would reduce the cost-per-job by 11%, while relying only on political discretion would increase such cost by 47%. 
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