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REFORM TIMETABLE
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This section aims to provide users information on the reforms planned and
implemented in the country and the macroeconomic impact of reforms.

In particular, the documents published below provide:
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The Reform Timetable

The Intermediate Report on the implementation of the Italy's Country
Specific Recommendations — Summary

The reforms implemented and underway - Structural reforms 2015

The macroeconomic impact of structural reforms

Grids of detailed national and regional reforms

Focus of National reforms

Report on the Government’s reforming action - 2014: A turning point for
Italy
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REFORM TIMETABLE

. 000000000/
Enabling Law on tax reform (L. 23/2014). March 2014

Enabling legislative decrees of L.23/2014

Fiscal simplification and pre-compiled income November 2014
tax return (Lgs.D. 175/2014).

Tobacco products (Lgs. D. 188/2014);
Revision of Cadastral committees (Lgs. D. December 2014
198/2014).
Cadastre: The revision of cadastral
values will be subject to a general
and organic intervention after an
alignment of the databases needed 2016-2018
to accurately assess the revenue
and distributional effects on
Fiscal system taxpayers.
Legal certainty between tax authorities and

taxpayers (Lgs. D. 128/2015
August 2015

VAT electronic invoicing (Lgs. D. 127/2015).

Simplifying taxation for international
businesses (Lgs. D. 147/2015)

Simplification of collecting system(Lgs.D.

159/2015)

Monitoring of tax evasion (Lgs. D. 160/2015)

Sanction system (Lgs. D. 158/2015) October 2015
Litigation procedures (Lgs.D. 156/2015)

Reorganisation of fiscal agencies (Lgs. D.

157/2015).

September 2015

Macroeconomic impact of structural reforms
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STRUCTURAL REFORMS
A two-fold reform strategy to ensure growth

Excessive Macro
Economic
imbalances

Low productivity growth
High public indebtedness

Sound public finance

Instruments
Structural reforms

__ ECB decision to launch the QE programme
Positive exogenous Low Oil prices

factors Competitive exchange rate $/€
Confidence
Outcome Growth

Macroeconomic impact of structural reforms
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STRUCTURAL REFORMS
A positive assessment of government’s committments

The impact of all the reforms on real GDP

Commission IS estimated b)_/ the authorities _at 2.2

(2016 CSRS) percentage points by 2020, which seems
to be plausible.

European

IMF The government has been pursuing a
e VA mNi) W range of important reforms. The list of
reform initiatives has been impressive.

OECD The pace of reforms continues to be
generally higher in Southern

(Gomngé)lrsrowth, European countries (in particular

Italy...).

A Macroeconomic impact of structural reforms
< Dipartimento
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STRUCTURAL REFORMS
Main structural reforms underway

" Institutional reforms: end of bicameralism, simplification of
the multilayers governance.

= Labour market reform: further flexibility in hiring, labour law
reshuffling and simplification.

" Tax system: reduction in the tax wedge, a more equitable,
transparent, simplified and growth-oriented tax system.

" Non-performing loans and bankruptcy: State guarantee
mechanism as part of securitization transactions whose
underlying assets are banks’ non-performing loans. Law

decree to allow the restructuring of a firm and avoiding
bankruptcy.

Macroeconomic impact of structural reforms
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STRUCTURAL REFORMS
Main structural reforms underway

" Privatisation programme: State-owned/local Gov.t companies
and real estate assets to improve efficiency and reduce debt.

" Spending review: reducing procurement costs, increasing
efficiency and cutting unproductive public spending.

" Investment framework: alternative financing especially for
SMEs, incentives for large-scale infrastructure investment; extra
budget leeway for public investment at local level.

" Public administration: digitalisation and modernisation, open
data, transparency, red tape reduction, fight against corruption.

Macroeconomic impact of structural reforms
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STRUCTURAL REFORMS
A comprehensive strategy toward economic growth

Infrastructure
competition corruption

Access to

finance Institutional reform
Justice system

Education _ —
system Simplification
Jobs Act

Macroeconomic impact of structural reforms
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2016 STABILITY LAW

2016 Budget strategy in line with the overall strategy

" Fully use of flexibility envisaged by the SGP in 2016: total
0.75% of GDP: 0.5% of GDP for structural reforms plus 0.25%
for the investment clause and security.

® Tax burden reduction: structural cuts for households and
firms to boost employment and investments

" Higher expenditure: closely linked to the implementation of
structural reforms; support to unemployment and fight poverty;
increase public investment at local level.

Macroeconomic impact of structural reforms
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AGENDA ON CONSTITUTIONAL REFORM

Reforming the electoral system and Constitution (completed

in Apr. 20135, pending Referendum)

Reform of the
electoral system
of the Chamber

of Deputies

End of perfect
bicameralism —
Senate will represent
territorial
governments

Strong
rationalisation
of legislative
procedures

Elimination of
the National
Economic
and Labour
Councill

Votes of confidence on

Government: Chamber
of Deputies only

Title V of the

Constitution -

Modification of
legislative powers’
allocation between
State and Regions

Introduction of a
‘supremacy
clause’

Elimination of
Provinces from
the Constitution

EF Dipartimento
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AGENDA ON LABOUR

Reforming the labour market (completed in Sept. 2015)

Standard open-
Wage ended contract
supplementation

scheme unemployment

Universal

benefit scheme
National
Agency for
ALMPs Simplification of
administrative
procedures
Simplification
of contractual

models . :
National Work-life balance
Inspectorate measures

Macroeconomic impact of structural reforms
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AGENDA ON EDUCATION
Reforming the education system

i New
New evaluation National Plan for
Digital School parameters to
system for g 2esign

teachers
rewarding merit

resources from
School

New Operation Fund

governance to
enhance
vocational
education

A three-year

planning of
financial and
human resources
for each school

&
procedures to
hire school
directors

School-Job
transition
Apprenticeshi

School Bonus

Macroeconomic impact of structural reforms
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AGENDA ON TAXATION
Enabling law on tax reform

VAT Simplification on _
electronic § corporate taxes Legal certainty

invoicing M and pre-filled tax between tax
returns administration

and taxpayers.

Revision of
taxation on

tobacco products Reorganisation of

Fiscal Agencies

Strea_lmline and tax collection
taxation on system.

minor self-

employed Revision of

administrative and

Creation of penal sanctions

Cadastral

Committees Simplified measures Revision of tax

for international firms expenditures

Macroeconomic impact of structural reforms
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AGENDA ON PUBLIC ADMINISTRATION
Enabling law reforming Public Administration

Reorganisation of local

public services, state-

owned companies and
Port Authorities

Certified

Prevention of
corruption and
transparency

Dismissal of public
employees.
Civil service

-Crir Civil service
notification of in the health

business start up sector

(SCIA) Code for digital
Reorganisation administration
of state forestry —
and police corps Simplifying
procedures for

New rules for the Conferenza strategic investment

dei Servizi Decree repealing or
(Central and local Authorities) modifvina reaulations

Macroeconomic impact of structural reforms
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AGENDA ON JUSTICE
Civil and criminal justice reform

ADR mechanisms to Integrated digital

Digital fiscal trial reduce backlog and Y gy stem for civil
NeWwW Cases cases

Reform of honorary Law for fighting

magistrates and corruption in the
judges of peace PA

Discipline of
false accounting Draft law:

dedicated

Draft law on assets Draft law to modify C_ourts for
sequestered to the statute of firms and

organised crime limitations families

s 43 Dipartimento
o ]\QEF del Tesoro
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AGENDA FOR MARKET AND COMPETITION
Banking sector reform

Structure and Self-reform of Governance and
governance of Foundations competitiveness of

Cooperative Mutual Saving Banks

Banks. (BCC)

Implementation
of Bank Recovery Shortened time

and Resolution to recuperate
Directive loans

Private Investment

New powers and Fund ‘Atlante’ to
tools to Bank of facilitate NPLs

negotiation

Italy to avoid N
: ol T Solidarity Fund
financial distress for bondholders

Macroeconomic impact of structural reforms
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AGENDA FOR MARKET AND COMPETITION
Finance for Growth

ACE Tax credit for Tax credit for
firms investing in additional
investment in the
Mezzogiorno

140%

SU[IDEI‘-_ R&D
amortisation

New ‘Sabatini T
Law’ and 15% irect lending for
) funds and insurance
tax credit on new

: companies
Investments

Public-private

fund for the Simplification
recapitalisation for innovative

of businesses | Mini-bond and Voucher for | start-ups and

Simplified rules ¥ internationali- SMEs
for SMEs listing sation of SMEs

Macroeconomic impact of structural reforms
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AGENDA ON PUBLIC FINANCE

Central and local public finance reform
Revision of the Exancionior
Budget cycle: Regions and local govts.: Public
overcoming Balanced budget in
historical terms of competence
expenditure;
strengthening cash
budget

Procurement
Procedures to
non-covered
sectors

Compulsory public

Spending review procurement for

included in the digital services and
budget process devices

Compulsory time

schedule of NHS — stricter rules Standard costs
payments due by for efficiency and Commission

the P.A. transparency

Macroeconomic impact of structural reforms
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PRIVATISATION PLAN

Company Name

Relevant sectors

Transaction description

| (‘1 FINCANTIERI |

cdp

[ way
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==

-

2 Enel

o
~

Posteitaliane

Shipbuilding — cruise liners, mega
yachts, naval vessels, oil & gas
vessels

Gas transportation

Gas transportation and power high
voltage

TLC infrastructure provider for RAI
broadcast

Multi-national power company

Postal services, financial services,
insurance, ICT, logistics

30% of the company sold through
IPO, including a capital increase

89% of the company sold to SNAM

35% of the company sold to private
investors

30% of the company sold through
IPO

5.74% of the company sold trough
accelerated book building

34.7% of the company sold through
IPO (excluding greenshoe); 35%
conferred to CDP through a capital
increase; 29.7% further IPO.

E Dipartimento
M del Tesoro
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PRIVATISATION PLAN

Company Name

Relevant sectors

Transaction description

F
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@’;‘ENAV

Y o 4

V & J

Further measures

Investment funds

Air traffic control

Rail Transport

Relevant sectors

12.50% of the SGR to be sold to CDP

Up to 49% of the company to be
sold through IPO

Reduction of the State-owned stake
under study

Transaction description

Municipal utilities

Public real estate
assets

Companies that provide public utilities
at local level (water, electricity, waste
collection and management)

Public real estate assets - State and
Local authorities properties

Opening to private control and
significant reduction of their numbers
through merger

Disposal plan of public real estate
assets. Decrease the rent of real estate
for the PA, increase the efficiency of
locations’ distribution

E Dipartimento
M del Tesoro
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MONITORING THE IMPLEMENTATION
Legislative implementation

" Renzi Gov.t (February 2014 to May 16, 2016): 339 pieces
of legislation approved, including 131 draft laws, 49 decree
laws, 159 legislative decrees. 214 pieces of legislation fully
entered into force. 58% of the provision are self enforcing,
the remaining need secondary legislation.

" The implementation rate of Renzi Gov.t reached 70.5%.

" As for the implementation of the legislative acts adopted by
previous Governments (Monti and Letta), out of 889
pieces of secondary legislation required, 201 are left, with
an implementation rate of 80.2% (from 38%).

Macroeconomic impact of structural reforms
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MONITORING THE IMPLEMENTATION

Inherited stock of secondary legislation

1000

900 -

800

700

600

500

400

300

200

100

B Govt. Letta

B Govt. Monti

€3 ne

Dipartimento
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MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS

Our econometric models for structural reforms

IGEM - Italian General Equilibrium Model

ITEM - Italian Treasury Econometric Model

ITEM e OEF - Oxford Economic Forecasting

MACGEM-IT - A new CGE model for Italy

QUEST III -IT Quarterly European Simulation Tool

http://www.dt.tesoro.it/en/attivita istituzionali/analisi programmazione economico
finanziaria/modellistica/index.html

A Macroeconomic impact of structural reforms
S E Dipartimento
- % del Tesoro
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MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS

Effects of the interventions eligible for the flexibility clause
associated to structural reforms

The expansionary character of these reforms clearly
emerges, especially in the medium to long run, with a

relevant impact on both consumption and investment.

MACROECONOMIC EFFECTS OF REFORMS

(percentage deviation from the baseline scenario)

2020 2025 Long run
GDP 2.2 3.4 8.2
Consumption 2.7 4.2 6.3
Investment 3.3 4.8 11.5
Labour 1.5 2.1 3.7

Macroeconomic impact of structural reforms
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MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS

IMPACT FOR POLICY AREA

(percentage deviation of GDP from baseline scenario)

2020 2025 Long run

Public Administration 0.4 0.7 1.2
Competition 0.4 0.7 1.2
Labour Market 0.6 0.9 1.3
Justice 0.1 0.2 0.9
School System 0.3 0.6 2.4
Tax Shift 0.2 0.2 0.2
Spending Review -0.2 -0.3 0.0
INPL and insolvency proceedings 0.2 s .

[Finance for growth 0.2 0.4 1.0
TOTAL 2.2 3.4 8.2

Note: MEF estimates. The macroeconomic impact of structural reforms is carried out by focusing on a scenario where only
the most recent reforms are considered, namely those eligible for the application of the structural reforms clause recently
introduced by the European Commission (flexibility clause scenario, FCS).

Macroeconomic impact of structural reforms
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MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS

ltaly’s exercise is coherent with OECD estimates

COMPARING OFFICIAL ESTIMATES

(percentage deviation of GDP from baseline scenario)

MEF OECD
Public Administration and Justice 0.5 0.6
Competitiveness 0.4 0.5
Labor Market (Jobs Act) 0.6 0.6
Tax wedge 0.3 0.3
TOTAL 1.8 2.0

I EF Dipartimento
4 del Tesoro

Macroeconomic impact of structural reforms
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MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS

Model Choice and Mapping

Simulation tool and mapping

Tool Mapping
Public Administration QUEST III  Overhead labour cost
Competition QUEST III  Price mark-ups
Wage mark-ups, changes in the
Labour Market IGEM composition of labour force
Justice QUEST III  Price mark-ups, user cost of capital
Public spending, changes in the skill
School System QUEST III composition of the labour force
Tax Shift IGEM Tax rates, SSC
Spending Review QUEST III  Tax rates, Public spending
] . NPL, discount required by
LD Bl U e e i LTEM investors for NPL; lending rate
Quality of installed capital (to
[Finance for growth IGEM induce an increase in its

accumulation)

[ EF Dipartimento
A ]\Q del Tesoro
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MACROECONOMIC EFFECTS OF STRUCTURAL REFORMS

Quantitative translation of reform effort

« (Quantitative translation of measures — delicate issue

* No problem for tax shifts and spending review: size set by the policy itself

« For other areas need of an external anchor - possible strategies:

reduce the gap with best performers
best practice among reforming countries
past experience and empirical evidence
economic theory

a mix of the above

. Macroeconomic impact of structural reforms
<\ Dipartimento
IS WF del Tesoro
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

Public administration and simplification

Overhead labour costs: 18 per cent
Timing: Phasing in 10 years

Impact on GDP by 2020

Quantitative elements 07

0,6
Main outcome of macroeconomic simulations i

Yearly and cumulated effecton | 05
GDP and other main macroeconomic 0.4 0,4

o 0,4 -
Description variables

0,3
0,3 -
2020 2025 2030 Long Run 0.2 02 0,2
0,2 -
0,1 -
- -0,2

Gross capital 0.3 08 | ° . . .

formation = hel <
-0,1 = v il

labour market

Employment 0.0 -0.2 -0.2 0.1 | 4,

competitiveéness
spending review

NPLand insolyency
finance for growth

public ad ministration

Macroeconomic impact of structural reforms
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

Competition
Price mark-up reduction in the manufacturing sector and in the services sector: 1

percentage point

Timing: Phasing in 8 years

Impact on GDP by 2020

Quantitative elements 07
0,6
Main outcome of macroeconomic simulations &
Yearly and cumulated effect on 05
GDP and other main macroeconomic el O 04
Description variables ’ o
0,3 -
2020 2025 2030 Long Run 02 02 02
0,2
0.7 0.8 1.2 0,1
0,1 -
-0,2
Gross capital |
 cap 2.5 2.7 2.9 L R c , . - . . - -
formation S S £ £ 8 = g g E
0.1 g ; E = @ : E g QED
b =% - B w ] x
Employment 0.1 0.0 0.0 0 £ § 3 = £ g
’ ® = g 5 2
-0.1 0.0 0.3 03 5 g £
o

Macroeconomic impact of structural reforms
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

Labour market
Wage mark-up reduction of 14 percentage points for permanent workers; shift

from atypical pattern to permanent contract of 6.5 percentage points

Timing: Phasing in 10 years

Impact on GDP by 2020

Quantitative elements 07

0,6
Main outcome of macroeconomic simulations 0,6
Yearly and cumulated effect on 0,5
GDP and other main macroeconomic 0s ] 0,4
Description variables '

0,3
03 -

2020 2025 2030 Long Run 02 0.2 0.2

0,2 +

1.2 1.3 01

01

L]
¥

0.4 0.4 0.6 1.0 °7
formation

justice
school
tax shift

ompetition
labour market
spending review

0,1
Employment 1.5 2.0 2.0 02

NPLand insolvency
finance for growth

public administration

1.0

. Macroeconomic impact of structural reforms
<2 Dipartimento
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

Justice reform

Price mark-up reduction in the manufacturing sector and in the services sector:

0.15 percentage point; reduction of user cost of capital of 5 basis points

Timing: Phasing in 3 years

Quantitative elements

Main outcome of macroeconomic simulations

Yearly and cumulated effect on
GDP and other main macroeconomic

Description variables

2020 2025 2030 Long Run

0.1 0.2 0.3 0.9

Gross_capltal 0.8 0.9 0.9 2
formation
Employment 0.0 0.0 0.0 0.2

Impact on GDP by 2020

0,7

0,6

0,5

04 -

0,3 +

0,72 -

0,1 +

0,1

0,2

0,3

0,6

0,4

0,4

0,3

0,2

0,2

0,1

e
[\ ]

0,2

Justice .

school

tax shift

ompetition

labour market

spending review

NPLand insolyency

finance for growth

public administration

il . .
<2 Dipartimento
g A E W ) del Tesoro

Macroeconomic impact of structural reforms

32




MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

School reform

Shift from low skilled workers to medium skilled workers by 4.6 percentage

points.

Increase of public expenditure by 3 billions

Quantitative elements

Main outcome of macroeconomic simulations

Description variables

Gross capital 0.5 0.2
formation
Employment 0.2 0.5

2020 2025

2030

0.9

0.3

0.8

1.1

Yearly and cumulated effect on
GDP and other main macroeconomic

Long Run

2.4

1.5

1.1

2.1

Impact on GDP by 2020

0,7

0,6

0,5

0,1

0,2

0,3

0,6

04 -

0,3

0,2 -

0,1 +

0,4

0,4

0,3

0,2

0,2

0,1

o
)

0,2

ompetition

justice .

school
tax shift

public ad ministration

labour market

spending review

NPLand insolvency

finance for growth

A S
<2 Dipartimento
g A E W ) del Tesoro
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

Tax shift
Reduction of labour tax: 0.6 per cent of GDP

Reduction of social contributions paid by businesses: 0.4 per cent of GDP

Increase of financial income tax: 0.16 per cent of GDP

Quantitative elements

Main outcome of macroeconomic simulations

Description variables

2

Gross_capltal 0.5 0.2
formation
Employment 0.5 0.5

2020 2025

2030

0.2

-0.2

0.5

0.0

Yearly and cumulated effect on
GDP and other main macroeconomic

Long Run

0.2

-0.2

0.5

0.0

Impact on GDP by 2020

0,7

0,6

0,5

04 |

0,3 +

0,2

0,1 +

-0,1

-0,2

-0,3

0,6

0,4

0,3

0,2 0,2 0,2

0,1

ompetition

Jjustice .

school

o
[\S]

labour market

spending review | <

NPLand insolvency
finance for growth

c
el
]
ot
£
=]
2
£
£
-]
©
2
=
3
a
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

Spending review and tax expenditures

Increase of consumption tax by 0.075 per cent of GDP
Increase of labour tax by 0.075 per cent of GDP

Decrease of public expenditure by 0.9 per cent of GDP
Impact on GDP by 2020

Quantitative elements 07
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

NPL and insolvency procedures
Increase of the share of sold or securitized nonperforming loans from 5% to

30% (over a five year horizon) temporary measure

Reduction of the discount that investors require for purchasing the

nonperforming loans from 50% to 30% (over a five year horizon)

Reduction by 10 basis point of the bank lending rate up to 2019

Quantitative elements 07
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MAIN MACROECONOMIC ASSUMPTIONS/SIMULATION ASSUMPTIONS

Finance for growth

Increase in the growth rate of physical capital by 0.07 per cent in four years

Quantitative elements

Main outcome of macroeconomic simulations

Yearly and cumulated effect on
GDP and other main macroeconomic

Description variables
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Total impact on GDP by 2020

(percentage deviation of GDP with respect to the baseline scenario)

2,5
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school
Total

tax shift

public administration
competitiveness
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finance for growth
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Total impact on GDP by 2020 - 2025 and long run

(percentage deviation of GDP with respect to the baseline scenario)
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Total impact on consumption, investment, labour (2020 - 2025 and

long run)
(percentage deviation from baseline scenario)

14

12 11,5

m 2020
W 2025

W Long run

GDP Consumption Investment Labour
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