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MACROECONOMIC IMPACT OF STRUCTURAL REFORMS 

This section presents an assessment of the macroeconomic impact of 

structural reforms. The estimates of the macroeconomic effects have been 

obtained through the quantitative models used at the Italian Ministry of the 

Economy and Finance (ITEM, QUEST III and IGEM). The main areas of reforms are 

the following: Public Administration (PA) and Simplification, Competition, Labour 

Market, Justice and the School System.1 Moreover, compared to the previous 

version of the NRP, other interventions have been included, namely the 

provisions related to the nonperforming loans (NPL) in the bank balance sheets 

and to bankruptcy procedures2, and measures related to the so-called ‘Industria 

4.0’, a comprehensive provision package embodying measures to favour 

innovative investments, measures to improve skills (digital school and ad-hoc 

training programmes)3, and measures related to ‘Finance for growth’. 

 

TABLE 1 MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS FOR AREA OF INTERVENTIONS  
(percentage deviation of GDP from the baseline scenario)  

  T+5 T+10 Long run 

Public Administration  0.5 0.8 1,2 

Competition 0.2 0.5 1.0 

Labour Market 0.6 0.9 1.3 

Justice 0.1 0.2 0.9 

School System 0.2 0.3 1.3 

Nonperforming Loans and Bankruptcy 

Procedures  
0.1 0.1 0.1 

Industria 4.0 1.2 1.9 4.1 

of which: -Innovative Investments 0.6 0.7 1.1 

           - Skills 0.1 0.3 1.1 

           - Finance for Growth 0.5 0.9 1.9 

             of which: -  PIR and  Investiment 

Incentives 
0.3 0.5 0.9 

                       -  Other Interventions  0.2 0.4 1.0 

TOTAL 2.9 4.7 9.9 

 
1 The evaluation of the impact in the area of Public Administration and Simplification embeds the 

provisions of L. 124/2015 ‘Deleghe al Governo in materia di riorganizzazione delle amministrazioni pubbliche’ 
and ‘l’Agenda per le semplificazioni’; the area related to Competition includes the process of liberalization 
envisaged by the 2015 annual Law on competition and by the subsequent 2017 annual Law; the Labour Market 
area embodies the act issued by the Government on the labour market reform  (Jobs Act, L. no. 183/2014); the 
Justice area includes the reform on penal justice  (D.L. no. 92/2014, cvt. con L. no. 117/2014), the reform on 
civil justice (D.L. no. 132/2014, cvt. con L. no. 162/2014), the DDL envisaging changes in the penal code, in the 
code of penal procedure and in penitentiary system, (A.S. 2067), and the DDL on the strengthening of business 
and family courts  (A.S. 2284); the area of School System embodies a part of the school reform (Legge delega 
no. 107/2015). For further details, see Appendix B.  

2 L. no. 132/2015, D.L. no. 18/2016 and AC 3671/2016 on insolvency procedures.  
3 Specifically, according to the model estimates, these measures may induce an increase in the medium-

high skilled workers equal to 2.2 percent of the labour force. The increase in the share of medium-high skilled 
workers derives from the assumption that current and prospective students benefiting from these measures will 
become workers with more skills. These measures, already included in the 2016 NRP in the education related 
part, have been extracted and included in the ‘Industria 4.0’ area since they support the innovation objectives 
and reinforce the overall strategy. 
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Table 1 presents the impact on GDP of each of the main reform areas. The 

overall effect of the reforms here considered is a GDP increase with respect to 

the baseline scenario of 2.9 per cent after five years, and of 3.9 per after ten 

years. In the long run, the estimated impact on output is about 10 per cent 

increase. 

Table 2 reports the effects of the structural reforms with a focus on the 

main macroeconomic variables. The expansionary character of these reforms 

clearly emerges, especially in the medium to long run, with an impact on both 

consumption and investment broadly in line with that estimated for output. 

 

TABLE 2 – MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS  
(percentage deviation from the baseline scenario) 

  T+5 T+10 Long run 

GDP 2.9 4.7 9.9 

Consumption  2.5 4.5 8.3 

Investment 4.4 6.9 13.6 

 

 Industry 4.0. Macroeconomic impact of the ‘Finance for Growth’ provisions and innovative 
investments  

This focus presents an assessment of the macroeconomic impact of the measures 

envisaged in the ‘Industry 4.0’ plan aimed to stimulate capital flows and access to external 

financing. The first assessment regards the provisions included in art. 18 of the 2017 

Budget Law. The purpose of these new financial measures is to foster capital flows 

towards small and medium enterprises so as to stimulate firms’ growth. These measures 

are divided into two different sets: 

a) the first set of the provisions (par. 1-10 of art. 18) introduce exemption on capital 

income taxation for the investments in financial assets carried out by the social 

security funds and supplementary pension funds; 

b) the second set of the provisions (par. 11-25 of art. 18) envisage the introduction of 

the Individual Savings Plans (PIR), which provide exemption on capital income 

taxation for household savings (up to €50,000 per year) channelled into these 

vehicles for financing the productive system. 

The macroeconomic impact of the measures is presented in Table R1. The simulation has 

been performed with the IGEM model, assuming an increase of firms’ capital 

accumulation induced by a greater availability of financial funds allocated to the 

production system 4.  

The simulation results show the expansionary effects of the measures under 

consideration. Compared to the baseline scenario, investments increase by 0.3 per cent in 

the first year and by 0.8 in 2020, while GDP increases by 0.1 per cent in 2018 and in 

2019, and by 0.3 in 2020. In the long term, investments increase by 2.9 with respect to 

the baseline scenario per cent and GDP by 0.9 per cent. 

 
4 From the technical report accompanying the measure, it is assumed that the amount of financial 

resources allocated each year to these financial instruments is equal to about €14.6 billion. In constructing the 
simulation exercise, we have relied on an estimate by the European Commission (EC) of the effect on 
investment of an expansion in the availability of long-term funds for the business sector (see the table on p. 58 
of the paper: European Commission, European Competitiveness Report, 2014 Report: Helping Firms Grow, 
chapter 2, available online at http://ec.europa.eu/growth/industry/competitiveness/reports/eu-
competitiveness-report/index_ehtm). Based on the estimated coefficient from the EC study (i.e. 0.14), the 
increase by €14.6 billion in the resources allocated to financial instruments generates an average annual 
increase of investments, compared to the baseline scenario, equal to 0.8 per cent. In IGEM this variation in 
investment is achieved through an increase in the rate of growth of the physical capital by 0.06 per cent in five 
years. 
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http://ec.europa.eu/growth/industry/competitiveness/reports/eu-competitiveness-report/index_ehtm
http://ec.europa.eu/growth/industry/competitiveness/reports/eu-competitiveness-report/index_ehtm
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TABLE R1 – MACROECONOMIC EFFECTS OF MEASURES IN  ART. 18 OF 2017 BUDGET LAW (per-
centage deviation from the baseline scenario)   

 
2017 2018 2019 2020 2025 Long run 

GDP 0.0 0.1 0.1 0.3 0.5 0.9 

Consumption 0.0 0.1 0.1 0.1 0.4 0.8 

Investment 0.3 0.4 0.5 0.8 1.6 2.9 

Table R2 shows the overall macroeconomic effects of measures contained in the ‘Finance 

for growth’ package presented in the NRP 2016, as supplemented by the effects of the 

measures contained in the  Budget Law for 2017. Compared to the baseline scenario, in 

2020 these measures would bring about an increase in investments, by 1.4 per cent and 

in output by 0.5 per cent. In the long run investments would increase by 6.2 per cent and 

GDP by 1.9 per cent. 
  

TABLE R2 – MACROECONOMIC EFFECTS OF ‘FINANCE FOR GROWTH’ PACKAGE 
(percentage deviation from the baseline scenario) 

 2020 2025 Long run 

GDP 0.5 0.9 1.9 

Consumption 0.2 0.8 1.6 

Investment 1.4 3.0 6.2 

 

Finally, in what follows it is presented an evaluation of the macroeconomic impact of the 

interventions in favour the production system approved in the recent 2017  Budget Law. 

In particular, only the measures for innovative investments embodied in the ‘Industria 4.0’ 

plan have been considered. Specifically, this assessment exercise includes measures 

related to the hyper-amortization, the one-year extension for the super-amortization, the 

strengthening of the tax credit system for research and development, productivity bonus 

and occupational welfare. These measures represent 83% of the funds allocated for 

'Industria 4.0’ amounting to about 15 billion euros. 

These policy interventions have been simulated using the general equilibrium model 

QUEST III. With reference to these incentives in the simulations it has been assumed that 

these measures only concern investments made in 2017 and 2018, while generating tax 

savings in favour of firms over several subsequent years5.  

In response to these interventions, in the simulation it is has also been assumed a 0.43 

per cent variation in the total factor productivity (TFP) over five years, stemming from  the 

higher investments in tangible and intangible capital in 2017-20186.  

The macroeconomic effects of all these measures are reported in Table R3, in terms of 

percentage deviations from the baseline scenario. In the period 2017-2018   these policy  

interventions should give rise to an annual average increase of GDP of 0.3 percentage 

points. The fiscal stimulus, albeit temporary, would induce an average increase in 

investments of 0.4 per cent, so expanding the capital stock and yielding expansionary 

effects also in the following years.  

 
5 In QUEST III this hypothesis has been mapped by a reduction of the tax on capital revenues equal to 4.2 

per cent of GDP in 2017 and to 1.3 of GDP in 2018. Moreover, with reference to the measures on productivity 
bonus and occupational welfare, it has been assumed a reduction of the labour income tax for low-income 
workers equal to 0.02 per cent of GDP.    

6 In constructing the simulation scenario, the estimate presented in Griffith et al. (2004) has been used 
(i.e. 0.473) on the basis of which the increase in the resources available for investments is able to give rise to 
an increase in the TFP, with respect to the baseline, equal to 0.43 per cent in five years. In this way it is 
possible to capture the positive effects on productivity related to the major accumulation of knowledge 
stemming from the increase in the level of production activity, i.e. the so-called learning by doing spillover 
benefit as meant by Romer (1986). For further details see: Griffith, R., Redding, S. & Van Reenen, J., 2004, 
Mapping the Two Faces of R&D: Productivity Growth in a Panel of OECD Industries, The Review of Economics 
and Statistics, 86(4), pp. 883-895;, Romer, P. M., 1986, Increasing Returns and Long Run Growth, Journal of 
Political Economy, 94(5), pp. 1002-1037.  

https://ideas.repec.org/a/tpr/restat/v86y2004i4p883-895.html
https://ideas.repec.org/s/tpr/restat.html
https://ideas.repec.org/s/tpr/restat.html
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TABLE R3 – MACROECONOMIC EFFECTS OF PROVISIONS FOR INNOVATIVE INVESTMENTS  
(percentage deviation from the baseline scenario) 

 
2017-2018 2021 2026 Long run 

GDP 0.3 0.6 0.7 1.1 

Consumption 0.3 0.7 0.8 1.2 

Invesment 0.4 0.4 0.4 0.7 
 

 


