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Key reforms in Italy in the 2014-2017 period. Many of them 

are relevant for the achievement of SDGs  

• Labour  

• Social inclusion  

• Public sector  

• Justice 

• Education  

• Banking system  

• Insolvency procedures  

• Taxation  

• Competition  

• Finance for growth, SME financing  

• Industry 4.0  

• Privatisation  

• National Energy Strategy 
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SDGs 

Employment 
Education 

system 

Welfare and 
Poverty 

Access to 
finance and 

banking sector 
reform 

Annual law on 
competition 

Tax reform Investment and 
infrastructure 

Justice 
system 

Finance for growth 

PA reform and 

Simplification 

Spending review and 
public expenditure 

A comprehensive strategy toward SDGs 
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 In January 2018, the Inclusion Income (REI), a single 
national measure to fight poverty and social exclusion, will 
enter into force. It replaces the Support for Active Inclusion 
(SIA); 

 The REI is financed by the National Fund for fighting 
poverty and social exclusion; 

 A gradual expansion of the number of potential 
beneficiaries and a redefinition of the economic benefit 
is planned in the 2018 draft Budget Law; 

 The non-profit sector reform, approved in June 2017, 
regulates the governance and the activities, also introducing  
tax breaks. 

 

 

 

PEOPLE: Fight poverty and social exclusion, eliminating 

territorial gaps  
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PEOPLE: Guarantee the conditions for the development of 

human potential 

 To boost youth employment, a permanent 3-year 50% 
discount on social security contributions and a 3-year 
100% discount have been introduced by the draft 2018 Budget 
Law for some categories of unemployed;  

 Youth guarantee programme and Youth Employment 
Incentive for employers who hire in 2017 a NEET with open 
ended or apprenticeship contracts and with fixed-term contracts; 

 National Plan for Digital School; 

 National Plan for the training of teachers; 

 Culture card for people turning 18 years old during the year; 

 Implementation of the ‘Buona scuola’ reform to improve 
school governance. 
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PEOPLE: Promote health and wellbeing 

• The Healthcare Pact plans three-year costs planning for 

each Region to reduce inefficiencies and realize savings; 

• The National Chronicity Plan has became operational as 

part of the implementation of the Healthcare Pact; 

• 2017-2019 National Preventive Vaccine Plan has been 

approved in January 2017; 

• Digital Healthcare Pact aims at improving the efficiency, 

transparency and sustainability of the National Healthcare 

Service. The implementation has been facilitated by the 

creation of a steering committee; 

• A technical working group was also established for the 

implementation of the Electronic Health Record. 
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• The first Report on Natural Capital has been provided 

as part of the environmental legislation included with the 

2016 Stability Law; 

• The Council of Ministries has introduced in the national 

legislation the Regulation (EU) of the European 

Parliament and of the Council on the prevention and 

management of the introduction and spread of invasive 

alien species 

PLANET: Halt the loss of biodiversity 
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• In order to implement the National Energy Strategy, the 
document for the Circular Economy has been made available 
for consultation. The National Strategy for Sustainable 
Development has been approved after a consultation 
process. 

PLANET: Ensure the sustainable management of natural 

resources 
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 Completing the implementation of the National Plan 
against hydrogeological instability; 

 Pursuing a policy of seismic prevention for the country's 
housing and productive heritage such as the Casa Italia 
project aimed at securing the national territory; 

 The draft 2018 Budget Law introduces many measures for 
the regions hit by heartquakes during the last years; 

 Peripheral Areas Tender for urban renewal and the 
securing of the areas around major cities. 

 

 

 

PLANET: Create resilient communities and territories, 

protect landscapes and cultural heritage 
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 The implementation of the National Research Programme 
continues, with a focus on the promotion of human capital; 

 The draft 2018 Budget Law extends to new investment made in 
2018 and 2019 the super- and hyperamortisation rates: 250% 
on equipment functional to the digital and technological 
development of firms; 140% on software; and 130% on 
equipment instrumental to the firm's activity; 

 The tax credit for investments in R&D has been extended up 
to the 2020; 

 National Technological Clusters (NTC) support the 
coordination of the industrial research policies at national and 
local level. 

 

PROSPERITY: Fund and promote sustainable research and 

innovation 
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  Initiatives such as school-job transition and apprenticeships, with 
the objectives of reducing the school drop-out rate, orienting students 
toward the business world, and aiding the employability of young 
people, have been implemented;  

 Apprenticeship contracts have been streamlined to reinforce the 
link between school and work; 

 Dual-track system. Based on the work of the steering committee for 
coordination of Advanced Technical Institutes (ITS) and 
professional degrees, the relative decree has been signed in Nov. 
to launch a new training from the next school year; 

 For the achievement of this goal, also the measures already 
mentioned concerning education and incentives to boost employment 
are being implemented. 

PROSPERITY: Ensure full employment and high quality 

training 
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 The Strategic Plan for tourism, approved in Feb. 2017, 
includes measures to encourage technological and 
organizational innovation, skills enhancement, quality of  tourist 
services, as well as the sustainable and resilient use of 
environmental and cultural heritage; 

 With the annual law for Competition, simplification 
measures have been introduced with respect to renewable 
sources, energy efficiency, autonomous systems for the 
collection of packaging materials, ferrous and non-ferrous 
metals, and used electronic devices and equipment; 

 The first ‘catalogue of the environmentally damaging and 
favourable subsidies’ has been sent to Parliament to facilitate 
the assessment of the environmental impact of such subsidies. 

 

 

 

 

PROSPERITY: Ensure sustainable production and 

consumption patterns 
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 Now in the drafting phase, the National Strategic Plan 
for Sustainable Mobility is focused on the renewal of the 
bus fleet for local public transport services, and the 
promotion and improvement of air quality via the use of 
innovative technologies, as part of the implementation of 
international agreements as well as the application of EU 
policy and regulations; 

 The first Tourist Mobility Plan is a  tool to supplement the 
Strategic Tourism Plan and the projects envisaged by 
‘Connecting Italy’ plan; 

 

 

 

PROSPERITY: Decarbonize the economy 
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 Approval of the enabling law on the criminal justice and the 
statute of limitations; 

 Civil justice reforming action - pending before the Senate - 
aiming at: i) consolidate the specialisation of firms’ courts; ii) 
strengthen the protection of individual rights, children and 
families; iii) ensure greater rapidity in the judgment, by revising 
the different phases of proceeding; 

 the enabling law about corporate crisis and insolvency 
procedures has been approved. It aims to streamline and 
simplify the different insolvency tools and increase 
specialisation in insolvency matters. 

 

 

 

PEACE: Ensure legality and justice 
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 To achieve this objective, many of the measures already 
reported and concerning i) governance, ii) rights and 
combat inequalities, iii) migration and development, iv) 
health, v) education, vi) sustainable agriculture and food 
security, vii) environment, viii) climate change and energy 
for development, ix) preservation of cultural and natural 
heritage and x) the private sector have been implemented.  

 

 

 

 

 

 

PARTNERSHIP 
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 as part of the implementation of the law to reform the PA, 
23 legislative decrees definitively approved and gone into 
effects; 

 The Code of Public Procurement has been streamlined; 

 Completed in May 2016, the budget reform aims at 
increasing transparency, making the spending review a 
regular practice in the budget process and revising the budget 
cycle; 

 The 2015-2017 Simplification Agenda focuses on 5 

strategic areas: digital citizenship, welfare and health, 

taxation, construction and business; 

 The digital citizenship has been fostered. 

 

SUSTAINABILITY VECTORS: Modernising public 

administration and restructuring public expenditure 

22 



Equitable and Sustainable Well-being: 

the Italian case 

23 
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Equitable and Sustainable Well-being: definition 

24 

• Quality of life idea: from the economic welfare to the 
broader concept of well-being; 
 

• The multidimesionality of well-being: monetary and 
non-monetary aspects; 
 

• The well-being beyond GDP: economy, society and 
environment. 

Framing the policy dimension for SDGs 



The equitable and sustainable well-being indicators 
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The equitable and sustainable well-being indicators 

in the budget cycle 
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State Budget reform (L. 163/2016): assessment of the impact of public 
policies on the quality of life; 
• New attachement to the Economic and Financial Document (April): 

o three year trend of equitable and sustainable welfare indicators;  
o forecasts of their evolution in the EFD reference period (at both 

scenario at unchanged legislation and policy scenario). 
• Report on the evolution of the indicators taking into account the 

effects of the budget law for the current three-year period 
(February);  

• Committee for the selection of equitable and sustainable well-being 
indicators, chaired by the MEF and composed by ISTAT, Bank of 
Italy and two experts possessing outstanding competence in this 
field. 

Framing the policy dimension for SDGs 



The innovative features of the Italian initiative 

27 

• At international level, many experiences on the indicators of 
quality of life; 

• In some innovative experiences,  indicators are used as 
benchmarks and, in some cases, are linked to the political 
agenda but ... 

• ... the impact of the measures planned by governments on 
indicators of quality of life is not systematically evaluated; 

• Italy, is the first country to link the indicators of equitable and 
sustainable well-being to the economic and budget planning, 
giving them a role in the implementation and monitoring of 
public policies. 

Framing the policy dimension for SDGs 



A first test (1) 
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In the 2017 EFD there is a focus on a subset of equitable and sustainable 

well-being indicators: 

adjusted average disposable income per capita: ratio of adjusted household 

disposable income (inclusive of the value of in-kind services provided by non-

profit and public institutions) and the total number of residents (in euro); 

income inequality index: interquartile ratio between the total equivalent 

income received by the twenty percent of the population with the highest 

income and the income perceived by the twenty percent of the population with 

the lowest income;  

rate of non-participation in labour market: ratio between the total number of 

unemployed and the potential labor force between 15 and 74 years and the 

actual and potential workforce;  

Equivalent CO2 emissions per capita: CO2 emissions and other greenhouse 

gas emissions for the total number of resident people (in tonnes). 
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A first test (2) 
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 BES Indicators Final years 
Scenario at unchanged 

legislation 
Policy scenario 

2014 2015 2016 2017 2018 2019 2020 2017 2018 2019 2020 

Adjusted average disposable income  21.2 21.4 21.7 22.2 22.7 23.2 23.8 22.2 22.8 23.3 23.9 

Rate of non-participation in labour market 22.9 22.5 21.6 21.0 20.6 20.2 19.5 21.0 20.5 19.9 19.2 

                                                     of which men  19.3 19.0 18.2 17.8 17.5 17.2 16.8 17.8 17.4 17.0 16.4 

  

                                                 of which women 

  

27.3 26.8 25.9 25.0 24.4 23.8 23.0 25.1 24.3 23.6 22.7 

Income inequality index 5.8 5.8 5.6 5.5 5.4 5.3 5.3 5.5 5.3 5.3 5.2 

CO2 emissions and other greenhouse gas 7.0 7.2 7.4 7.5 7.5 7.5 7.6 7.4 7.4 7.5 7.5 
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Complexity and future developments 

30 

• Consistency between BES and MF (at both policy scenario and 

scenario at unchanged legislation) 

• Selection of indicators: data availability, statistical significance and 

predictability 

• Time horizon and short deadlines 

• Transparency and monitoring (Parliament, Budget Office, Bank of 

Italy) 

• Preparation of a specific modeling (CGE, DGE, VAR, etc ...) 

o Microfoundation and behavioral models 

o Regional dimension 

o Sectoral dimension 

Framing the policy dimension for SDGs 
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TIME FOR ACTION 

NSDS 2017-2030 

Framing the policy dimension for SDGs 



Econometric models developed and used 

in the Department of Treasury - 

Directorate I 

Framing the policy dimension for SDGs 
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• BRIDGE MODELS - Quantitative Tools for Business Cycle 

Analysis  

• ITaxSIM - Italian TAXation SImulation Model  

• IGEM – Italian General Equilibrium Model 

• IGEM II 

• IGEM-PA 

• ITEM - Italian Treasury Econometric Model 

• ITEM e OEF - Oxford Economic Forecasting 

• QUEST III - Quarterly European Simulation Tool  

• TRILL - TReasury ItaLian Leading Indicator 

• T-DYMM - Treasury DYnamic Microsimulation Model 

• CGE Model - ORANI-IT & TERMITY 

• MACGEM-IT - A new CGE model for Italy 
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Technical steps common to various models 

 Fixing exogenous variables;  
 Renormalization: taking into account the most recent data 
 Running forecast with different models; 
 Setting a baseline for the macroeconomic projections; 

 Iterating with Public finance forecasts and  budget 
measures; 

 Including the recent developments in revenues and 
expenditures; 

 From the “unchanged legislation” to the budget measures. 
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The quarterly macroeconometric model:ITEM 
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Model properties as a response to different shocks 
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International model: Oxford Global Economic Model 

The ‘core’ Oxford Global Model comprises forty-four country 

models together with headline indicators for another 33;  

There are also six trading blocs to complete the world  coverage. 

The country models are fully interlinked via trade, prices, exchange 

rates and interest rates, with the blocs completing all the world 

coverage; 

In addition, the model includes a bloc of world variables such as oil 

and commodity prices, world GDP and industrial production, 

OECD average inflation, aggregates covering the Eurozone group 

etc; 

The database is updated monthly with new historical data and a 10 

years out of sample forecast section.  
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GENERAL EQUILIBRIUM MODELS 

Quest III 

IGEM  

Framing the policy dimension for SDGs 
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Quest III - Quarterly European Simulation Tool 

 QUEST is a large-scale dynamic general equilibrium model, 
one of the latest versions of the class of DGE models 
developed by the European Commission;  

 QUEST III with R&D has been adapted to Italy (already 
employed by the Commission in multi-country studies, see 
D.Auria et al. 2009); 

  This version of QUEST III is augmented with R&D (as in 
Jones 1995, 2005and  and Romer 1990). The endogenous 
mechanism of growth allows to study policies aimed at 
increasing the rate of knowledge creation. 
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Quest III - Quarterly European Simulation Tool 

 QUEST as a simulation tool mainly employed to analyze the 
effects of structural reforms and the response of the economy 
to a variety of shocks; 

 Version more suitable to study structural reforms in the spirit of 
Europe 2020 strategy; 

 The model, calibrated to quarterly data, features eight types of 
economic agents: households-workers, trade unions, final 
goods firms, intermediate goods firms, R&D sector, foreign 
sector, the government and the central bank; 

 Adjustment costs on nominal and real variables capture the 
typical persistence of macrovariables and mimic their empirical 
dynamics in response to shocks. 

Framing the policy dimension for SDGs 
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IGEM: Italian General Equilibrium Model 

 IGEM is the outcome of a two-year project aimed at the 
development of a new modeling tool for policy analysis; 

 IGEM has been designed to capture specific features of the 
Italian economy in a general equilibrium setting, so 
providing a strong framework of analysis able to identify 
interrelationships and linkages across macrovariables; 

  Contrary to the existing models IGEM features a detailed 
labor market in which different contract types coexist, so to 
better describe the Italian economy whose labor market is 
strongly heterogeneous and provide a rationale for the 
existence of low-income households with no access to 
financial markets. 

Framing the policy dimension for SDGs 
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IGEM: Italian General Equilibrium Model 

 IGEM shares several features with the models developed in 
other institutions; 

  Consistently with conventional New Keynesian (NK) models, 
IGEM presents a large assortment of nominal and real frictions 
affecting the short to medium term behavior of the economy, 
while classical features prevail in the long term, where output is 
determined by technology, preferences and the supply of factor 
inputs (capital and labor); 

  Given the complexity and the size of the model this version is 
calibrated using quarterly data on the Italian economy (smaller 
versions will be estimated using Bayesian techniques). 

Framing the policy dimension for SDGs 
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IGEM: Italian General Equilibrium Model 
 The labor force in IGEM is divided in 3 different categories: (i) employees 

(skilled and unskilled) with a stable contract of employment; (ii) atypical 

workers who have flexible working patterns, such as temporary workers, 

homeworkers and those who are in short-term contracts; (iii) self-

employed workers and professionals who may supply work under a 

contract for services;  

 Hiring and firing those who are qualified as employees entail high 

adjustment costs; 

 Similarly, the degree of nominal wage stickiness is much higher for 

employees as well as their market power. By contrast, atypical workers 

who often fail to qualify for employment protection rights, have low hiring 

and firing costs and no market power. Together with self-employed 

workers they represent the more volatile component of the workforce, 

more subject to the effects of business cycle fluctuations.  

Framing the policy dimension for SDGs 
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COMPUTABLE GENERAL 

EQUILIBRIUM MODELS 

 CGE model 

  MACGEM - IT  

Framing the policy dimension for SDGs 
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CGE Models – ORANI-IT & TERMITY             1/2 

 ORANI-IT is a comparative-static, multi-sectoral, national 
Computable General Equilibrium (CGE) tax model for Italy; 

 It is fairly disaggregated and presents a specification of labor 
demand by age, gender, sector and professional position; 

 the model features an extremely detailed indirect tax matrix by 
commodity, user, source and tax type, allowing for a number of 
fiscal tools enriching the analytical capacity of the national model. 
Within the fiscal extension, the full legislated complexity of the 
Italian VAT system is accommodated, via a comprehensive 
economy-wide framework for VAT; 

 It also reproduces economic sector accounts for the institutional 
agents, with detailed equations describing revenue and expenditure 
items, allowing for a complex description of household and 
government behavior. 
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CGE Models – ORANI-IT & TERMITY             2/2 

 The fiscal extension is a powerful analytical tool for acquiring new 
insights on the Italian fiscal system, through the assessment of 
tailored fiscal reforms, which can consist of either changes in tax 
rates and tax bases. The multi-sectoral supply-demand interaction 
and the multi-production structure of the economy make the model 
especially well-suitable for the assessment of industrial policy, with 
results generated at national and sectoral level; 

 The current comparative-static national model was further 
developed, evolving into a dynamic, multi-regional CGE tax model 
for Italy in 2015. The output, TERMITY, will be a suitable tool for 
the assessment of regional policies. 
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MACGEM-IT - A New CGE model for Italy 

 Built to reflect the characteristics of Italian economy, MACGEM-IT is 
able to quantify the disaggregated, direct and indirect impacts of fiscal 
policies; 

 The model is based on the economic flows identified by the national 
accounting system and it formalizes the relationships among agents in 
the economy by modelling the functions of behaviours (production, 
consumption and accumulation) which are able to represent the 
interdependencies among activities, primary factors and institutional 
sectors; 

 Although its framework traces the general equilibrium model, 
MACGEM-IT includes proper rigidities and imperfections regarding 
the behaviour of some agents and markets, such as the Government 
and the labour market. 
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MACGEM-IT model 
STATIC multi-input, multi-output, multi-sector model 

• The value of output by commodity equals the sum of intermediate consumption and the final 

demand (consumption, Exports, Investments).  

• Industries fully employ the primary factors (the total supply is equal to the demand of primary factor 

by each industry). 

• The labour market allows the formation of unemployment: Trade Unions bargain over wages and 

employment. 

• The value of output by commodity results from the combination (through a Nested production 

function) of intermediate goods, primary factors employed by the industry in its production and 

imports. 

• Budget constraints: the Institutional sectors disposable income, must balance the agents 

expenditure for consumption and savings. 

DYNAMIC multi-input, multi-output, multi-sector model 

• The behaviour of agents depends on adaptive expectations. 

• The Institutional sectors are assumed to maximise the present value of their intertemporal utility 

function which depends on final consumption expenditure and gross saving subject to the lifetime 

budget constraint (Ciaschini et al. 2011).  

• Capital accumulation condition: the capital stock in period t+1, is equal to the capital stock in period 

t, less depreciation (δ)  plus gross fixed capital formation in period t. 

• The maximisation problem can be solved in a finite horizon. 

Framing the policy dimension for SDGs 
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The Computable General Equilibrium approach: 

• Formalizes existing relationships among agents within the economic system 
that take place in the phase of production, consumption and accumulation; 

• Widely used to quantify the AGGREGATED and DISAGGREGATED impacts of 
environmental policies whose effects may be transmitted through multiple 
markets along the Income Circular Flow; 

• It is calibrated on the basis of: 

 Social Accounting Matrix (SAM) for Italy - national and multi-regional SAM 
(20 regions) 

 National Accounting Matrix including Environmental Accounts  (NAMEA) 
that provides the flows related to GHG emissions by sectors 

• It offers an interpretation of the policy impact pointing out the differences 
among: 

 production processes (multi-input and multi-output CGE model) 

 Regions (multi-regional CGE model) 

 Institutional Sectors  

 Framing the policy dimension for SDGs 
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The use of Computable General Equilibrium models  

in environmental policy design 

• Ex-ante evaluation of environmental policy provisions in 
aggregated and disaggregated terms on economic variables and 
CO2 emissions; 

• Evaluation of on-going policies in aggregated and disaggregated 
terms on economic variables and CO2 emissions to plan Fine-
Tuning actions; 

• Ex-post evaluation of environmental policy impacts in aggregated 
and disaggregated terms on economic variables and CO2 
emissions. 

 
 

Framing the policy dimension for SDGs 

50 



THANK YOU FOR YOUR 
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Adjusted average disposable income per capita  

52 

The model estimates household gross disposable income (GDI) according to the 

projections contained in the Macroeconomic Framework (MF). 

Adjustments to the GDI: 

a) in-kind social transfers from the public administration, calculated through the 

Public Finance forecasts for employment income of the Public Administration and 

intermediate consumption 

b) transfers from non-profit institutions through an ARIMA process 

o The average disposable income follows the macroeconomic trends. 

o In the last three years the indicator shows the stabilizing role of public policies 

(tax cuts).  

o Both scenario (at unchanged legislation and the policy one) indicate a positive 

trend, confirming the positive effects of the measures adopted (eg the Plan for 

fighting poverty and social exclusion) in terms of well-being. 



Income inequality index 

53 

o The index shows the positive effects of the policies implemented for lower 

income groups ( "bonus 80 euro", income tax deduction from employment, 

abolition of Tasi on the first house, SIA and measures on lower pensions). 

o These actions will continue to deploy their effect over the forecast period, 

supported by the economic growth and by the enhanced confidence that will 

strenghten the propensity to consume 

o The performance of the indicator in the policy scenario does not differ 

substantially from that forecast in the scenario at unchanged legislation as 

most of the measures on disposable income have already been included in 

the scenario at unchanged legislation. 

The microsimulation model "tax benefit" (or of tax and benefits) for individuals 

and families, developed by the Department of Finance (DF), is employed. It uses 

Istat data together with fiscal data provided by DF according to the projections 

contained in the MF.  



Rate of non-participation in labour market 

54 

The model estimates the rate of non-participation by gender according to the 

projections contained in the MF concerning GDP, population, workforce, 

employed and unemployed. It also makes use of the behavioral dynamic of the 

CGE model and the ITEM model forecasts developed by the MEF.  

o The indicator shows a decreasing trend along the entire forecast horizon also 

thanks to measures to support the production system and incentives for 

employment. 

o The detail by gender highlights how the inclusion of women in the labour 

market is improving. 

o In the policy scenario an improvement of positive trends is estimated thanks 

to a greater participation of potential workers, those who come back to the 

labour market encouraged by the improvement in the employment context 

and active policy measures 



Equivalent CO2 emissions per capita 

55 

The model estimates, at the sector level, the relationship between CO2 emissions 

and other greenhouse gas emissions compared to the value added, the oil price 

and the population. The results of the sectoral equation system, consistent with 

the projections contained in the MF (at both policy scenario and scenario at 

unchanged legislation), are subsequently aggregated in order to provide the level 

of overall emissions produced in each year by the economy. 

o Despite the recovery of the production and industrial cycle, equivalent CO2 

emissions remain substantially stable, highlighting a progressive 

decarbonisation process of the economic system. 

o The effects produced by recent measures, including incentives for renewables 

and the Ecobonus, are evident. 

o In the policy scenario, emissions will be further reduced thanks to measures 

such as the extension and strengthening of the Ecobonus, the rules on the 

minimum requirements of buildings, as well as the creation of an 

infrastructure for alternative fuels.  


