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LAST MONTH IN BRIEF

Parliament approves the Incentives Decree, a provision rationalising the system of
public incentives for companies, to reduce the bureaucratic burden and complexity for
firms and entrepreneurs.

Fabio Panetta, former member of the ECB Executive Board, officially assumes the
role of Governor of Italy's central bank, Banca d'ltalia. Among other responsibilities,
he will oversee Italy’s banking system at a delicate time as credit provision is tightening
and pressure on banks is mounting (see LUHNIP’s report on Italy’s windfall tax).

The Government approves a decree to initiate the so-called Piano Mattei for Africa, a
cooperation plan for Italy to enhance its support to African partners as well as increase
its role around the Mediterranean.

The Board of Directors of the (partly) state-owned telco company TIM accepts the
offer from private equity fund KKR to acquire TIM's fixed network assets, the first step
in a long process that should facilitate the government’s plan to create a single owner
of the fibre infrastructure in Italy.

The Government’s 2024 budget law starts its parliamentary approval process, with
discussions in the Budget Committee of the Senate (see Deep Dive 1 below).

Moody's confirms Italy's rating and lifts its debt outlook from negative to stable. The
Meloni government presents it as an approval for its economic policies.

The Meloni government uses “golden power” to block a French acquisition that would
impact an Italian defence company, showing the growing challenges in the European
ambitions to defend strategic autonomy (see Deep Dive 2 below).

Parliament approves the Energy and Family Support Decree, a provision supporting
families and firms against the high costs of energy and reforming the incentives
framework for energy-intensive enterprises.

The European Commission approves Italy’s changes to the Next Generation EU
plan, including the REPowerEU components, and provides preliminary endorsement
for the release of the fourth tranche of funding (€16.5bn).


https://www.mimit.gov.it/it/notizie-stampa/dichiarazione-del-ministro-urso
https://www.ilsole24ore.com/art/bankitalia-cambio-guardia-arriva-panetta-ecco-tutti-governatori-palazzo-koch-AF4ai4SB
https://www.ilsole24ore.com/art/bankitalia-cambio-guardia-arriva-panetta-ecco-tutti-governatori-palazzo-koch-AF4ai4SB
https://www.ecb.europa.eu/press/pr/date/2023/html/ecb.pr231024~c42cea39db.en.html
https://leap.luiss.it/wp-content/uploads/2023/11/LUHNIP-Policy-Report-1.23-ok.pdf
https://www.reuters.com/world/italy-takes-first-step-flagship-cooperation-plan-with-africa-draft-shows-2023-11-02/
https://www.ilsole24ore.com/art/tim-conto-rovescia-futuro-rete-oggi-giorno-cda-AFuiZTWB
https://www.ilsole24ore.com/art/tim-conto-rovescia-futuro-rete-oggi-giorno-cda-AFuiZTWB
https://www.reuters.com/markets/europe/moodys-lifts-italys-debt-outlook-stable-boost-meloni-govt-2023-11-17/
https://www.ft.com/content/190a7123-5300-4a78-a347-c26f72f9bd59
https://temi.camera.it/leg19/provvedimento/d-l-131-2023-interventi-in-materia-di-energia-tutela-del-potere-di-acquisto-e-del-risparmio.html
https://temi.camera.it/leg19/provvedimento/d-l-131-2023-interventi-in-materia-di-energia-tutela-del-potere-di-acquisto-e-del-risparmio.html
https://www.ft.com/content/120c85d7-aa60-4750-a383-67adb08bbcce
https://ec.europa.eu/commission/presscorner/detail/en/qanda_23_2489
https://ec.europa.eu/commission/presscorner/detail/en/ip_23_6102
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DEEP DIVE 1

The NADEF and the Budget law

Between mid-October and early November, the Italian Government initiated the process for
the approval of the 2024 budget law. It first published the NADEF (Nota di Aggiornamento al
Documento di Economia e Finanza), which provides the “financial framework” with an
updated 3-year economic forecast, and unveiled its €24bn budget law. The Government revised
downward the growth projections for 2023 and 2024. It also expects higher budget deficits
together with a slower path to debt reduction. The law has now started its approval process in
Parliament: it will be discussed by the relevant parliamentary committees and voted in each
chamber of Parliament (Senate first, Chamber of Deputies second), with a hard deadline on
December 31st.

Prime Minister Meloni requested that the majority’s parties refrain from proposing any
amendments, while the opposition coalesced mostly around requests for higher spending on
healthcare. So far the majority has proven cohesive, presenting essentially no amendments.
Changes are still possible in the next phases, and the majority is currently negotiating pre-
agreed and coordinated modifications to propose via the majority parties’ MPs who will present
the law to parliament.

Figure 1: Italy’s updated growth and deficit forecasts
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https://www.dt.mef.gov.it/export/sites/sitodt/modules/documenti_it/analisi_progammazione/documenti_programmatici/nadef_2023/NADEF-2023.pdf
https://www.ansa.it/english/news/politics/2023/10/30/ruling-coalition-wont-present-budget-amendments_ad443f83-f6f5-4db9-bf44-01021516a294.html
https://www.ansa.it/english/news/politics/2023/10/30/ruling-coalition-wont-present-budget-amendments_ad443f83-f6f5-4db9-bf44-01021516a294.html
https://www.ansa.it/sito/notizie/economia/2023/10/02/cala-spesa-per-sanita-sul-pil-in-5-anni-12-punti-in-meno_9972da5c-f5cb-497c-bb42-f6110a402881.html
https://www.ansa.it/sito/notizie/economia/2023/10/02/cala-spesa-per-sanita-sul-pil-in-5-anni-12-punti-in-meno_9972da5c-f5cb-497c-bb42-f6110a402881.html
https://www.dt.mef.gov.it/export/sites/sitodt/modules/documenti_it/analisi_progammazione/documenti_programmatici/def_2023/DEF-2023-Programma-di-Stabilita.pdf
https://www.dt.mef.gov.it/export/sites/sitodt/modules/documenti_it/analisi_progammazione/documenti_programmatici/nadef_2023/NADEF-2023.pdf
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Commentary

This is the first budget law fully developed by the Meloni government. The 2022 budget law
was largely written by the previous government. The current one is thus important because it
delineates this government’s view on the country’s finances and its broader approach to fiscal

policy.

First, compared to earlier estimates, the government revised GDP growth downward to 0.8%
for 2023 and to 1.2% for 2024 (vs 1% and 1.5%, respectively)—see lines charted in figure 1.
This results also in a slower path to debt reduction, with deficit projections going from 5.3%
in 2023 to 2.9% in 2026. It must be noted, however, that the government’s growth projections
are more optimistic than the IMF’s, at 0.7% for both 2023 and 2024. This means that real
deficits might turn out to be higher than projected, unless the government’s rosier growth
picture materialises. Such higher-than-expected deficits could be problematic for the
government’s credibility in the eyes of international investors and EU partners.

Second, the document helps to understand the government’s economic policy priorities. It used
the little fiscal space it had to signal its commitment to reducing the tax burden and promote
family-friendly policies. As tabel 1 shows, of the €24bn budget, around % was required by
hard-to-avoid expenditures. These include the renewal of public sector contracts (including the
NHS’) and a temporary extension of a labour tax wedge deduction, which has been providing
a real-income benefit during times of high inflation. The government committed the remaining
Y4 to signalling commitment to some of its electoral pledges. Primarily, it is lowering taxes for
middle-to-lower income families by eliminating one of the incomes tax (IRPEF) brackets. It is
also providing benefits to working women with at least 2 children. On the flip side, finding
room for these policies meant sacrificing spending in other areas, in particular healthcare. The
law increases spending for the NHS but not enough to keep up with inflation and GDP growth.
The result is that Italy’s historically low healthcare spending as a percentage of GDP is
expected to decline further, offering an opportunity for criticism to the opposition.

Table 1: Key budget law measures with related earmarked resources

Main Measures Earmarked Earmarked resources
resources (€bn) (%)
Extension of labour tax cuts ~10 41.7
Tax cuts for lower-middle classes ~4 16.7
personal income tax (IRPEF Reform)
Funding for the national health ~3 12.5
system, in particular, to renew
contracts
Funding to renew public sector ~5 20.8
collective agreements
Funding for family policy and pro- ~1 4.2
natal policies
~1 4.2
24 100%

Source: Elaboration based on Budget law, Il Sole 24 Ore, Fasi.



https://www.ansa.it/english/news/business/2023/10/10/imf-slashes-italys-2023-growth-forecast-to-0.7_0ad4a5e9-ba57-4703-bc20-c504945d2290.html#:~:text=It%20said%20it%20expects%20Italy's,lower%20than%20the%20previous%20estimate.
https://data.oecd.org/tax/tax-wedge.htm#:~:text=Tax%20wedge-,Tax%20wedge%20is%20defined%20as%20the%20ratio%20between%20the%20amount,labour%20cost%20for%20the%20employer.
https://www.oecd-ilibrary.org/docserver/5bb1946e-en.pdf?expires=1702399159&id=id&accname=guest&checksum=7DBF0223C1F8B001383524EF80F9381C
https://www.graber-partner.com/en/lexicon/22-irpef-income-tax-in-italy.html
https://taxnews.ey.com/news/2023-1451-italy-approves-framework-for-major-tax-reform-including-beps-pillar-two-principles
https://www.parlamento.it/service/PDF/PDFServer/BGT/01392033.pdf
https://www.ilsole24ore.com/art/bozza-manovra-sgravio-mamme-fino-3mila-senza-tetto-reddito-pensioni-4-5-volte-minimo-rivalutate-90percento-AFIrLnMB
https://fasi.eu/it/articoli/novita/26413-manovra-legge-di-bilancio-2024.html
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DEEP DIVE 2

Italy uses “golden power” to stop a French acquisition

On July 21st, the prominent French aerospace and defence company Safran announced its
intention to purchase Collins Aerospace from Raytheon Technologies for $1.8 billion. On
November 20", however, Italy's government invoked its 'golden power' to block the deal. With
Germany's backing, this move was motivated by concerns regarding potential disruptions at
Microtecnica, an Italian subsidiary of Collins Aerospace, which provides critical services to
NATO's Eurofighter and Tornado jet fighter programmes. The Italian authorities found
Safran’s measures for compliance insufficient, citing the risk of slowdowns or interruptions in
Microtecnica’s supply chain as a reason for blocking the deal. This decision represents a rare
instance of Italy using golden power to block a deal involving a company from another major
EU member.

Table 3: Instances of the use of golden power by Italian governments

Nationality of

Year /E?f?gzgy Company Sector Impact
Affected
2023 Safran Erench Aerospace and  Blocked the acquisition of Collins
— Defence Aerospace
2023 Sinochem Chinese Automotive Preveqted_Slnochem from choosing a
new Pirelli CEO
Blocked the acquisition of Tecnologia
2023 Nebius Dutch/Russian Technology Intelligente due to Nebius’ ties with
Russian company Yandex
2022 Rusatom GasTech Russian Energy Blocke_d the acquisition of Faber
Industrie Spa
2022 Mars Information Chinese Aerospace and  Mars Information Technology
Technology Defence disinvestment from Alpi Aviation
Efort Intelligent . Blocked an increase in Efort’s ownership
2022 Equipment Chinese Technology ¢ ROBOX from 40% to 49%
Shenzhen
2022 Investment Chinese Semiconductors Blocked the acquisition of 70% of LPE
Holdings
Commentary

The Italian government introduced the Golden Power Decree in 2012 to regulate or halt foreign
direct investments and corporate transactions involving strategic Italian assets—initially in
defence, national security, and infrastructure. Mario Draghi’s government further expanded the
decree to cover additional critical sectors such as fintech and 5G technology. Historically, this
decree was mostly used to fend off investments by firms from countries considered geopolitical
adversaries such as Russia and China (see table). For instance, last July the Italian government
invoked golden power to prevent the Chinese company Sinochem from appointing the next

5


https://www.safran-group.com/pressroom/safran-acquire-collins-aerospace-s-actuation-and-flight-control-business-2023-07-21
https://www.safran-group.com/pressroom/safran-acquire-collins-aerospace-s-actuation-and-flight-control-business-2023-07-21
https://www.safran-group.com/pressroom/safran-acquire-collins-aerospace-s-actuation-and-flight-control-business-2023-07-21
https://www.ft.com/content/190a7123-5300-4a78-a347-c26f72f9bd59
https://www.google.com/url?q=https://www.startmag.it/economia/ecco-perche-il-governo-meloni-stoppa-la-francese-safran-sullex-microtecnica/&sa=D&source=docs&ust=1700676184517913&usg=AOvVaw28FKOU-_O_PPrt4lp1EnFw
https://www.google.com/url?q=https://www.startmag.it/economia/ecco-perche-il-governo-meloni-stoppa-la-francese-safran-sullex-microtecnica/&sa=D&source=docs&ust=1700676184517913&usg=AOvVaw28FKOU-_O_PPrt4lp1EnFw
https://www.reuters.com/markets/deals/frances-safran-says-italy-opposed-proposed-microtecnica-acquisition-2023-11-20/
https://www.politico.eu/article/italy-golden-power-limit-sinochem-shareholder-pirelli-national-security-critical-technology/
https://www.reuters.com/markets/deals/italys-meloni-vetoes-takeover-deal-involving-russia-tech-giant-yandex-2023-03-23/
https://decode39.com/3643/rosatom-russia-draghi-faber-industrie-gas/
https://decode39.com/7338/chinese-stakeholders-exit-italian-dronemaker-alpi-aviation/
https://decode39.com/7338/chinese-stakeholders-exit-italian-dronemaker-alpi-aviation/
https://www.reuters.com/technology/italys-pm-draghi-vetoes-technology-transfer-china-2022-06-07/
https://www.reuters.com/technology/italys-pm-draghi-vetoes-technology-transfer-china-2022-06-07/
https://www.reuters.com/article/china-italy-semiconductors/refile-italy-vetoes-takeover-of-semiconductor-firm-by-chinese-company-shenzhen-sources-idUSL8N2M22LS/
https://www.reuters.com/article/china-italy-semiconductors/refile-italy-vetoes-takeover-of-semiconductor-firm-by-chinese-company-shenzhen-sources-idUSL8N2M22LS/
https://www.reuters.com/article/china-italy-semiconductors/refile-italy-vetoes-takeover-of-semiconductor-firm-by-chinese-company-shenzhen-sources-idUSL8N2M22LS/
https://www.allenovery.com/en-gb/global/news-and-insights/publications/foreign-direct-investments-in-italy-the-revised-golden-power-regime#conclusions
https://www.allenovery.com/en-gb/global/news-and-insights/publications/foreign-direct-investments-in-italy-the-revised-golden-power-regime#conclusions
https://www.politico.eu/article/italy-golden-power-limit-sinochem-shareholder-pirelli-national-security-critical-technology/
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CEO of Italian tyre manufacturer Pirelli, despite Sinochem being Pirelli's largest investor with
a 37% stake. The Government deemed the company’s tyre sensors a “critical technology of
national strategic importance.” The application of golden power to Safran's proposed
acquisition, however, stands out as an unusual case insofar as the Italian government is halting
a transaction involving a company from a fellow EU member state. The French state is Safran's
primary shareholder with an 11.2% stake. The circumstance is thus particularly counterintuitive
as Microtecnica is currently under the ownership of Raytheon Technologies, a US-based firm,
while the transaction would have returned ownership to the EU.

This event underscores how difficult it can be for the EU to create pan-European industrial
champions in strategic industries such as defence. European governments—as well as the
European Commission—are becoming increasingly sensitive about technological strategic
autonomy. But there is an asymmetry: policy tools for investment screening remain largely at
the national level rather than at the European one in the single market. The result is that in an
effort to defend autonomy, national governments risk preventing the creation of European
industrial champions that may fully benefit from the single market’s scale effects.

GRAPH OF THE MONTH

Total State Aid Granted in 2022
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Source: Own elaboration from EU Commission, Competition State Aid Brief, Issue 1/2023 — July 2023


https://policy.trade.ec.europa.eu/enforcement-and-protection/investment-screening_en
https://competition-policy.ec.europa.eu/system/files/2023-07/state_aid_brief_1_2023_kdam23001enn_TCTF_survey_0.pdf
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Since the Covid-19 pandemic, the European Commission has softened rules on state aid to
grant Member States greater flexibility in supporting the economy in the context of the
coronavirus outbreak. Following Russia’s invasion of Ukraine, and the energy crisis’ fallout,
further regulatory flexibilities have been extended to Member States via the Temporary Crisis
Framework (TCF) adopted in March 2022. Based on preliminary data from the Commission’s
survey, during 2022, the Commission approved nearly €672 billion of aid under the TCF (4,3%
of combined EU27 GDP in 2022). More than half of this budget was approved for operations
in Germany (53%). However, of the total €672 billion approved, only €93.52 billion was
actually granted by Member States (representing 14% of all the aid approved and 0.59% of
EU27 GDP in 2022).

Germany has provided the most state aid at €71.29 billion, which is 76% of the total aid granted
and 1.85% of its GDP. Spain is the second largest contributor with €8.42 billion (0.65% of its
GDP), followed by the Netherlands at €4.77 billion (0.51% of its GDP). Italy has granted €2.66
billion in state aid (0.14% of GDP), and Romania €1.88 billion (or 0.66% of GDP).
Collectively, Germany, Spain, and the Netherlands account for 91% of all aid granted.

Germany’s granted aid to its domestic firms was three times larger (1.85% of GDP) than the
average aid of the other EU 27 countries (around 0.59% of GDP). Thus, Germany was able to
support its industry significantly more than any other EU Member State during both the Covid
and the energy crises (see our LUHNIP working paper on Germany’s coordinated adjustment
to the energy crisis). The reasons behind this outcome likely relate to the different structural
composition of the EU economies (Germany being an energy-intensive manufacturing
economy), but especially to Germany’s greater fiscal capacity and greater vulnerability to the
Russian gas supply disruptions since its invasion of Ukraine. The graph presents a clear
cautionary message for the EU’s new industrial policy ambitions: nationally provided state aid
risks jeopardising the single market’s integrity and enhancing cross-country economic
disparities.



https://competition-policy.ec.europa.eu/state-aid/coronavirus/temporary-framework_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.CI.2022.131.01.0001.01.ENG
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.CI.2022.131.01.0001.01.ENG
https://competition-policy.ec.europa.eu/system/files/2023-07/state_aid_brief_1_2023_kdam23001enn_TCTF_survey_0.pdf
https://competition-policy.ec.europa.eu/system/files/2023-07/state_aid_brief_1_2023_kdam23001enn_TCTF_survey_0.pdf
https://competition-policy.ec.europa.eu/system/files/2023-07/state_aid_brief_1_2023_kdam23001enn_TCTF_survey_0.pdf
https://leap.luiss.it/publication-research/publications/d-di-carlo-a-hassel-m-hopner-germanys-coordinated-policy-response-to-the-energy-crisis-shielding-the-export-led-model-at-all-costs/
https://www.delorscentre.eu/fileadmin/2_Research/1_About_our_research/2_Research_centres/6_Jacques_Delors_Centre/Publications/20220307_Economic_Consequences_Ukraine_Redeker.pdf

