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Every month, our Monthly Brief on the ltalian Political Economy provides a bullet-point recap
of the month’s main events, followed by reasoned deep dives and interesting graphs and

commentaries on topics of significance for economic policymaking in Italy.
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LAST MONTH IN BRIEF

The Council of Ministers approves the decree for the partial privatisation of Poste Italiane,

in the first significant move with the privatisation plan announced last year

Minister of Enterprises and Made in Italy Adolfo Urso signs the entry into force of a
provision allocating €80 mln to support SME investment for the digital transformation

German Chancellor Olaf Scholz condemns Italian bank Unicredit's move on German

Commerzbank, jeopardising a significant attempt to create an EU-wide financial player

Minister Urso presents ltaly’s proposals for a European industrial policy at the EU

Competitiveness Council, calling for a European Automotive Act

[talian Parliament starts the examination of the annual Competition Law, which includes

provisions to boost investments in start-up and innovation projects

The Council of Ministers adopts the medium-term structural budget plan under new EU
fiscal rules (see Deep Dive 1)

The Council of Ministers declares the project of a chiplet factory by Singaporean company
Silicon Box (see LUHNIP March 2024 Monthly brief) of strategic interest, therefore

enabling a faster authorisation and implementation timeline (see Deep Dive 2)

PM Meloni meets with Larry Fink, Chairman and CEO of BlackRock, to discuss
BlackRock's possible investments in strategic sectors in ltaly, such as data centres and

infrastructures


https://www.reuters.com/world/europe/italy-approves-decree-sell-stake-postal-service-poste-italiane-2024-01-25/
https://www.governo.it/it/articolo/comunicato-stampa-del-consiglio-dei-ministri-n-95/26572
https://www.bloomberg.com/news/articles/2023-10-10/giorgetti-says-italy-will-push-ahead-with-privatizations
https://www.mimit.gov.it/it/notizie-stampa/pmi-al-via-la-nuova-sabatini-capitalizzazione
https://www.politico.eu/article/europe-financial-ambition-slam-germany-opposition-olaf-scholz-commerzbank/
https://www.mimit.gov.it/it/notizie-stampa/ue-urso-anticipa-piano-italiano-per-politica-industriale
https://www.camera.it/leg19/126?tab=&leg=19&idDocumento=2022&sede=&tipo=
https://documenti.camera.it/leg19/dossier/pdf/AP0154.pdf
https://www.governo.it/it/articolo/comunicato-stampa-del-consiglio-dei-ministri-n-97/26672
https://www.governo.it/it/articolo/comunicato-stampa-del-consiglio-dei-ministri-n-97/26672
https://leap.luiss.it/wp-content/uploads/2024/04/Monthly-Brief-on-the-Italian-Political-Economy-March-2024.pdf
https://www.governo.it/en/articolo/president-meloni-meets-chairman-and-ceo-blackrock/26693
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DEEP DIVE1

The Government presents its Medium-Term Structural Plan

The Government has transmitted to the Parliament the Medium-term Structural Plan (MTSP),

a document required by the new EU fiscal rules (see the December 2023 Monthly Brief) and to
be eventually submitted to the Commission.' The document updates macroeconomic forecasts

and, most importantly, budget projections.
Commentary

Three considerations stand out. First, unlike the “light” version of the DEF published in April
(see our April Monthly Brief), the MTSP incorporated the effects of the budget measures

expected to be approved over the course of the year. The government indicated the intention to
exploit the limited room for manoeuvre—originating from the gap between policies already in
place and fiscal requirements (see the June 2024 Brief)--mostly to confirm the reduction of the

labour tax wedge worth approximately 0.2pp of GDP (around €10bn), in line with the previous

announcements made by Finance Minister Giancarlo Giorgetti.

Second, the budget projections-although perhaps optimistic-appear to be broadly in line with
the new fiscal rules® (see the December 2023 Brief). Indeed, the increase of 1.5pp in average

annual net spending over the 7-year adjustment period is in line with the Commission

recommendation shared earlier in June. The deficit is also expected to fall below 3% in 2026,

while the debt/GDP ratio should start decreasing from the subsequent year.?

Third, while the MTSP does not mark a return to austerity, it also precludes those key
investments which would be needed to face the green and digital transitions and to relaunch
growth. As already highlighted in our June 2024 Brief, this is part of a broader European

problem. The new fiscal framework does not allow Italy to fill the public investment gap,
estimated at €1.3 trillion over 2025-2031, as also recognised by a recent ECB analysis. With the
Draghi Report calling for even more substantial investments—to the tune of £800bn per year—

the “new” European fiscal rules already appear rather old.

' The Plan will likely be submitted to the Commission in the first weeks of October, later than the initial deadline set for
September 20. The delay was requested by the Italian government to ensure a national account update by Istat and a
parliamentary approval.

2 GDP forecasts are in the top range of a set of economic forecasters.

3 Such fiscal projections benefited from a better starting point for the 2024 deficit (now expected at 3.8% vs the 4.4%
included in the Commission Spring forecasts), also thanks to the recent upward revision of GDP by Istat. The government is
therefore already expecting a (limited) primary surplus at 0.1% GDP in 2024. On the other hand, the debt is still expected to
grow until 2026, also because of the lagged effect of the Superbonus.



https://www.governo.it/it/articolo/piano-strutturale-di-bilancio-di-medio-termine-2025-2029/26677
https://leap.luiss.it/wp-content/uploads/2024/01/Monthly-brief-on-the-Italian-economy-December-2023.pdf
https://www.dt.mef.gov.it/export/sites/sitodt/modules/documenti_it/analisi_progammazione/documenti_programmatici/def_2024/DEF-2024_PDS.pdf
https://leap.luiss.it/wp-content/uploads/2024/05/Monthly-Brief-on-the-Italian-Political-Economy-April-2024.pdf
https://leap.luiss.it/wp-content/uploads/2024/07/Monthly-Brief-on-the-Italian-Political-Economy-June-2024.pdf
https://www.mef.gov.it/export/sites/MEF/inevidenza/2024/Piano-strutturale-di-bilancio-e-di-medio-termine-Italia-2025-2029.pdf
https://www.mef.gov.it/focus/Le-principali-misure-della-legge-di-bilancio-2024/
https://www.open.online/2024/09/20/festival-di-open-giancarlo-giorgetti-cuneo-fiscale-rapporto-draghi-intervista/
https://leap.luiss.it/wp-content/uploads/2024/01/Monthly-brief-on-the-Italian-economy-December-2023.pdf
https://www.mef.gov.it/export/sites/MEF/inevidenza/2024/Piano-strutturale-di-bilancio-e-di-medio-termine-Italia-2025-2029.pdf
https://www.mef.gov.it/export/sites/MEF/inevidenza/2024/Piano-strutturale-di-bilancio-e-di-medio-termine-Italia-2025-2029.pdf
https://leap.luiss.it/wp-content/uploads/2024/07/Monthly-Brief-on-the-Italian-Political-Economy-June-2024.pdf
https://www.ecb.europa.eu/press/blog/date/2024/html/ecb.blog240627~2e939aa430.en.html
https://www.ecb.europa.eu/press/blog/date/2024/html/ecb.blog240627~2e939aa430.en.html
https://commission.europa.eu/document/download/fcbc7ada-213b-4679-83f7-69a4c2127a25_en?filename=Address%20by%20Mario%20Draghi%20at%20the%20Presentation%20of%20the%20report%20on%20the%20future%20of%20European%20competitiveness.pdf
https://www.mef.gov.it/export/sites/MEF/inevidenza/2024/Piano-strutturale-di-bilancio-e-di-medio-termine-Italia-2025-2029.pdf
https://www.mef.gov.it/export/sites/MEF/inevidenza/2024/Piano-strutturale-di-bilancio-e-di-medio-termine-Italia-2025-2029.pdf
https://www.istat.it/comunicato-stampa/conti-economici-nazionali-anno-2023/#:~:text=Sulla%20base%20dei%20nuovi%20dati,%2B0%2C6%20punti%20percentuali.
https://www.mef.gov.it/export/sites/MEF/inevidenza/2024/Piano-strutturale-di-bilancio-e-di-medio-termine-Italia-2025-2029.pdf
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DEEPDIVE 2

Attracting FDI: the first “preeminent strategic interest” project

On September 27, the council of ministers deliberated the declaration of “preeminent strategic

interest” for the Vulcan project, under the 2023 Strategic Investments Law. The investment is a

chiplet factory in northwestern ltaly by the Singaporean company Silicon Box and was
announced in March this year (see LUHNIP March 2024 Monthly brief).

Commentary

The declaration of the Vulcan project marks the first time ltaly has triggered its 2023 Strategic

Investments Law.

The law was written to attract FDI by simplifying the authorisation and execution processes of
significant projects. When a project is declared of “preeminent strategic interest”; it benefits
from a series of bureaucratic and procedural shortcuts. Above all, the law enables the project to
have a special commissioner and a single-authorisation process. The special commissioner is a
figure entrusted with specific powers to speed up all the procedural steps the investment
implementation requires. The single authorisation is a special permit issued by the special
commissioner, which supersedes the patchwork of authorisations typically needed to kick off a
large-scale project in the country.

ltaly’s strategic investments law is a welcome legislative tool to increase the country’s
competitiveness in attracting FDI. As such, it might turn out to be a key tool for ltaly’s industrial

policy ambitions. On the flip side, the need for a special process highlights the complexity of the

standard bureaucratic hurdles that projects typically face in ltaly. Since this is the first time the
law is used, the Silicon Box case will thus shed light on how much the provisions work in

practice and on what the rest of the Italian authorisation system can learn from it.


https://www.gazzettaufficiale.it/atto/serie_generale/caricaDettaglioAtto/originario?atto.dataPubblicazioneGazzetta=2023-10-09&atto.codiceRedazionale=23A05615&elenco30giorni=false
https://leap.luiss.it/wp-content/uploads/2024/04/Monthly-Brief-on-the-Italian-Political-Economy-March-2024.pdf
https://www.investmentmonitor.ai/features/italy-fdi-struggle-problem-eu-investment/
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GRAPH OF THE MONTH
In 2023, the ltalian economy size has finally exceeded its pre-Great Financial Crisis
peak
Italian GDP
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Source: Istat, Annual National Accounts. Chained linked volumes (2020).
Source: |stat

Istat has recently released new estimates for Italy’s post pandemic GDP, introducing upward
revisions for more than €20bn, €30bn and €40bn for 2021, 2022, and 2023, respectively.
Consequently, annual GDP is now for the first time estimated to have exceeded the 2007 level,
after the alternating steep recessions and feeble recoveries that followed the Great Financial
Crisis. Although this is a positive development, Italy’s recovery has been slow if compared to
other large eurozone economies, such as those of Germany, France and Spain, all of which have
already exceeded the pre-GFC by more than 10pp.



https://esploradati.istat.it/databrowser/#/it/dw/categories/IT1,DATAWAREHOUSE,1.0/UP_ACC_ANNUAL/IT1,92_506_DF_DCCN_PILN_1,1.0
https://www.istat.it/comunicato-stampa/conti-economici-nazionali-anno-2023/#:~:text=Sulla%20base%20dei%20nuovi%20dati,%2B0%2C6%20punti%20percentuali.
https://ec.europa.eu/eurostat/databrowser/view/NAMQ_10_GDP__custom_13078441/default/table?lang=en
https://ec.europa.eu/eurostat/databrowser/view/NAMQ_10_GDP__custom_13078441/default/table?lang=en

