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Italy, my dear Italy….
How the country's legislation and economy is slowing down the development of the tourism sector.
Italy’s overview and critically appraise its culture
Italy is a southern European state. It borders France to the west, Switzerland and Austria to the north and Slovenia to the east. Its territory also includes Sardinia and Sicily, two large islands, as well as a series of smaller islands. It is bathed on the east side by the Adriatic Sea, in the south-east by the Ionian Sea, in the west by the Tyrrhenian Sea while the Ligurian Sea extends to the north-west of the peninsula. The main mountain ranges are the Alps (Mont Blanc which with its 4810 m is the highest mountain in Europe) and the Apennines which cover the entire length of the peninsula, from Liguria to Sicily. Down in the south of the Alps there is the Po Valley, a large alluvial expanse formed by the river Po and its tributaries. In the peninsula there are numerous volcanoes: the most famous are Vesuvius near Naples, and Etna near Catania which with its 3323 meters is the highest volcano in Europe. (Italia, 2020)
Its boot shape heralds the style and uniqueness of a nation so rich in stimuli. Beyond the stereotype of "pizza, pasta, mandolin and mafia", the Belpaese has much more to offer: inhabited since the Paleolithic age, it is a real open-air museum where you can trample the legacies of the ancient populations that inhabited it (Duggan, 2014). Homeland of illustrious writers, poets and artists - from Dante to Petrarca, from Manzoni to Leopardi, from Calvino to Pasolini, from Leonardo da Vinci to Michelangelo, just to name a few. Among the ancient maritime republics, the precious villages and large cities, the historical-cultural part of Italy offers a wide range of solutions, there is plenty of choice: from Florence, the cradle of the Renaissance with its palaces historians and illustrious museums in the heart of Catholicism that leads to Rome, the papal seat to fall in love with the bridges and canals of Venice, retracing the intrigues of Casanova or taking on the role of Romeo and Juliet in the Shakespearean Verona. You can move down to Naples and you will be welcomed by San Gennaro until you dive into the islands, primarily Sicily and Sardinia but also the island of Elba, Ischia and Capri, the Pontine islands, the Pelagie, the Aeolian Islands, the Egadi and the Tremiti where the blue sea shines everywhere. 
From a naturalistic point of view, love for the mountains makes you fly over the most beautiful peaks of the Western Alps, such as Cervino, Monte Rosa and Mont Blanc. Without forgetting that Italy is also synonymous of good cuisine, so much so that the Mediterranean Diet has become an intangible UNESCO World Heritage Site. (Romagnolo and Selmin, 2016)
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The total area of ​​the national territory, excluding the Republic of San Marino and the Vatican City State, amounts to 302,073 sq km. The territory is made up of 35.2% of 'mountain', 41.7% of 'hill' and for 23.2% from 'plains'. 48.9% of the population lives in 'plains' areas, 38.8% lives in 'hills', while only 12.2% live in 'mountains'.
The official state language is Italian. However, 12 minority languages ​​spoken by populations residing on the national territory are officially recognized and protected. In particular, in some regions with special statutes, minority languages ​​are recognized as co-official and equal to Italian (in public offices, in road signs, etc.): in Valle d'Aosta, French is taught alongside Italian as a mother tongue, in Trentino Alto Adige there are schools where German language is taught, in Friuli Venezia Giulia the Slovenian linguistic minority is guaranteed by a special protection, including in teaching.
The most widespread religion in Italy is the Christian Catholic one which however is not a state religion. The Republican Constitution establishes that "all citizens have equal social dignity and are equal before the law without distinction of sex, race, language, religion (...)".
As for the Catholic Church, the Italian Constitution establishes that the State and the Holy See are independent and sovereign, their relations are governed by the Lateran Pacts. These date back to 1929 and were subsequently modified in 1985. (Lateran Treaty | Italy [1929], 2020)
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Critical reflection on tourism’s growth

Hospitality’s offer in Italy is at a turning point: tourism is recovering, the demand especially from abroad continues to grow but the receptivity offer, which are hotels, residences, B&Bs and even campsites, is the key hub of the tourism market and so must adapt its quality standards.
The country is, in 2019, the fourth most visited in the world with 94 million foreign visitors according to ENIT, with a number equal to 113.4 million foreign presences in cities (where art cannot be missed) and the fourth in the world with 429 million of total presences. (Home - ENIT - Agenzia Nazionale del Turismo, 2020) According to estimates by the Bank of Italy in 2018, the tourism sector directly generates more than 5% of the national GDP (13% also considering indirectly generated GDP) and represents more than 6% of the employed.
As per 2018, the places of Italian culture (which include museums, attractions, parks, archives and libraries) amount to 6 610. There are 33,000 active hotel establishments, while 183,000 non-hotel establishments. The tourist flow in coastal resorts is 53%; the best-equipped cities are Grosseto with regard to agritourisms (217), Vieste for campsites and tourist villages (84) and Cortina d'Ampezzo for mountain refuges (20). (Ortolano, Tanzillo and Bruno, 2009)
Like many Italian entrepreneurs, even those of tourism in recent years have appeared tired and unmotivated, more attentive to real estate transactions that have turned out to be completely wrong, rather than focus to a real process of building and growing an industry - the tourist industry - which really could represent one of the pillars of the Italian economic renaissance. 
Italian tourism suffers completely the Italian economy and how its managed; Italy needs more competitive capacity, innovation, targeted investments, enhancement of excellence.
Some good news comes from the rankings on tourism competitiveness of the World Economic Forum (WEF) according to which Italy has gone from 28th place in the special world ranking of 2009, to 8th place in 2019.
In 2009 factors that most penalized our country were: hotel’s price, crime and violence, limited effectiveness of marketing policies to attract tourists, the quality and quantity of government spending on tourism.
Ten years later, while some limits have been exceeded, others have emerged.
Problems which are unsolved are all attributable to government’s policies which has a very serious responsibility in "curbing" a sector that could act as a driving force for the entire economy of the country. The World Economic Forum (WEF) reports policies for environmental sustainability and specific policies for promoting tourism as deficient. The constraints deriving from what they call the "business environment" are serious: Italy is not a place where companies are welcome. Labor market laws are also limiting, continuously varied. Even in terms of crime and security, the problems of the past remain almost unchanged.
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A path to follow for a clear and substantial change
We are at the beginning of a formidable economic crisis produced by the Coronavirus. 
A crisis that will be devastating tourism industry, which is already being strongly affected.
A crisis that amplifies the already precarious situation of Italian hospitality severely attacked by an uncontrolled and opportunistic development in terms of turnover and margins of AirBnB's.
Today more than ever we need hotel structures that guarantee safety and health, quality in terms of structures, dimensions that allow high productivity, and consequently margins and profits adequate for the investments necessary to create and maintain a structure of hundreds of rooms. It is possible and necessary to intervene quickly giving an eye to a large market, even at lower prices which are able to give positive results and answers in the short- medium term, favoring the attraction of investments (also from abroad), giving rise to an immediate activity of expansion and renewal of hotel building structures with positive effects on the whole Italian economy. (Dell'Oste and Mazzei, 2018)
One of the first actions to be taken is to remove the public regulations (municipal, regional and state) which have hindered (and still block) the development of a more modern and welcoming sense of Italian hospitality and which still hinder the creation of a modern hospitality industry in Italy.
Modern hotel companies, with positive effects on competition, could increase number of tourists around the “Bel Paese” and have a positive impact on employment and the economy. These public policies must act in order to increase the activity of small tourism entrepreneurs, the real backbone of today's Italian tourism, allowing the most enterprising tenants to acquire and modernize the hotels they manage, and to acquire new structures, merging them with their own, in order to be able to compete with the largest structures managed by groups and chains.
Spreading a lease model and the relative rarity of the management model also depend on two other factors, again typically Italian, which the legislation could help modify.
One concerns the role of banks in the acquisition and construction of hotels, because to finance a hotel purchase, renovation and development operation, banks have looked less at the intrinsic goodness of the operation and much more at the property guarantees of those who asked for the financing for the operation itself. As a result, among the guarantees required, instead of an in-depth and credible business plan, the banks have always preferred a guarantee given by third parties who guaranteed the payment of the rent.
The second factor, connected to the first, lies in the law establishing mutual funds under Italian law, a law that has had little application in the hotel sector. In fact, that law requires the Asset Management Company to exclusively lease the hotel property and prohibits it from being able to manage it through a management company. For advantages and disadvantages for owners and managers of a lease, see The Routledge Handbook of Hotel Chain Management.
[image: schermata-2020-04-09-alle-19-03-52]Note that among the disadvantages for the property is the difficulty in obtaining an adequate economic return when the hotel produces have more income than expected.
In fact, the income generated by the hotel business in Italy is often insufficient to adequately remunerate both the real estate investor and the management company. Furthermore, it is subject to a large volatility, so that the bad lease model lends itself to favoring hotel development (subject to some targeted destinations).
The consequence of all this was a limitation of the application of the law itself, which legal investigators tried to overcome by providing rents based on a fixed quota plus a variable quota, or by envisaging companies that stand between the management company and the real estate company. We are witnessing hotels leased today to companies that only aim to guarantee the surety on behalf of management companies that actually manage the hotel. 
It is understood that once again the inspiration and creativity of our lawyers has the consequence of weighing down costs and inefficiency something that could be simple and clear, if only the state allowed Real Estate Funds specialized in hospitality to behave as foreign funds that manage thousands of hotels around the world behave.It is no coincidence that the main world chains manage most of their structures in management contracts, as can be seen from the following table, which is dated but still represents a situation that is difficult to change.
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Conclusion

State and Regions, coordinating urban planning and tourism, should put their hand to these two issues, legally complex, which require a very technical answer, but which could also be given quickly, and eliminate two "obstacles" to urban and industrial restructuring of our tourism. In a short time we could see capital flow that requires an intermediate profitability between the real estate and the typically industrial one, towards a sector where the urban rewards are guaranteed to those who present a good urban renewal project could be sufficient to motivate investments and revitalization of a fundamental sector for our country, allowing the establishment and strong growth of many hotel management companies without the need for the management activity to correspond to a strong capitalization resulting from the ownership of the properties or the surety guarantees required for each hotel rented. (Serio, 2018)
In essence, it is about becoming modern, copying from those who have passed us in an area where we could be among the first.

In Italy, therefore, there is a need of a renewal of laws in the first instance, this complex bureaucracy will always slow down the development of the tourism sector and beyond.
As highlighted, the arrival of new investors who could help the development and improvement of the tourism sector, is stuck by a series of factors that makes Italy an enemy country for new investors.
We must have the courage to focus on the history, art and landscapes of this beautiful country and to do this, economic and legislative Italy must open up to new opportunities, encouraging the arrival of new capitals and entrepreneurs. An effective reduction in taxation could also incentivize this. (Paloscia, 2018)
To keep up with the times and be able to offer adequate service standards within the tourism sector, the change must take place first by those who govern the country; only in this way, Italy will be enhanced and with it its rich roots, like almost no one else in the world, of history, art, landscapes and good food.
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Table 15.1 Advantages and disadvantages of leases: owner versus chains

Owner Hotel chain

Advantages Disadvantages Advantages Disadvantages

« The owner retains  The chain has litle interest in » The chain retains ~ + When the lease
the title to the maintaining the property as total control over  term expires the
propertyand the  the lease comes to expiration  operations. chain foses its rights
residual value and might divert the « The leasehold on the property.
created atthe end  business to other hotels it created by the + The leasehold loses/
of the lease. manages. hotel chain can be  decreases its value

« The ownerincurs  « The owner is passive and has  realised througha s the term comes
minimal financial o control over the hotel's sale (if the lease to an end.
sk, especially it operations, contract allows it). '+ The chain incurs all
the hotel chain is + The owner does not benefit  The operational the operating
reliable. if/when the property is upside is retained  financia risks.

« The owner hasno  more profitable than solely by the « Leaseholds interests
operational expected. chain. are a labilty on the
responsibilies.  Leases are more difficult to balance sheet that

terminate than management could negatively
contracts because they affect value.
create a vested interest in the

property for the chain.

Source: Adapted from HVS (2012).
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Table 15.2 Use of lease contracts by the largest hotel corporations* in 2014

Hotel corporation Number of owned and Share of owned  Total number
leased propertis’ and leased of hotels,

properties from  belonging to
the total number _ the corporation
of hotels

InterContinental Hotel Group 8 0.16% 4942

Hiton Hotels 144 333% 4322

Marriott Interational 51 (42leased, 9 owned)  1.22% 4175

Accor Hotels 1354 36.43% 3717

Starwood Hotels & Resorts Worldwide 33 2.64% 1,249

Hyatt Hotels Corp. 41 (8 leased, 33 owned)  6.63% 618

Carlson Rezidor Hotel Group 120 leased 11.00% 1,089

Home Inns & Hotels Management, 914 leased-and-operated  33.23% 2,750

China

China Lodging Group/ Huazhu Hotel ~ 616 leased 25.84% 2,384

group

Source: 2014 Annua reports of the corporations.

* Only hotel corporations using lease contracts are included.

** Most ofthe corporations provide only one number for owned and leased propertes.
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