
Italian Economy: A Quick Overview

Marco Di Maggio

Harvard Business School & National Bureau of Economic Research

Professionisti Italiani a Boston

April 29, 2018

Marco Di Maggio (Professionisti Italiani a Boston) Italian Economy April 29, 2018 1 / 21



Outline

1 Challenge 1: Growth and Productivity

2 Challenge 2: Young People

3 Challenge 3: Credit Markets

4 Challenge 4: Foreign Investments

5 Concluding Remarks

Marco Di Maggio (Professionisti Italiani a Boston) Italian Economy April 29, 2018 1 / 21



Challenge 1: Growth and Productivity

Slow economic growth

• GDP has been expanding for three years, output is now 4 per cent

larger than it was in 2013. Unemployment is declining and banks are

healthier.

4/26/2018 Five economic challenges for Italy’s next prime minister

https://www.ft.com/content/cfb5baae-00e5-11e8-9650-9c0ad2d7c5b5 2/9

Yet Italy’s growth remains among the slowest in Europe. It is also among the few economies within
the OECD where output is not yet back to pre-crisis levels. The gap with 2007 levels is the second-
largest after Greece.

A related problem is that Italy shows the weakest productivity performance among G7 countries.
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Challenge 1: Growth and Productivity

Italy shows the weakest productivity among G7 countries

• Sluggish productivity growth means Italian businesses need

increasingly more people to produce the same value of output as in

other big economies.4/26/2018 Five economic challenges for Italy’s next prime minister
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Sluggish productivity growth means Italian businesses need increasingly more people to produce
the same value of output as in other big economies.

2. High public debt
High public debt is one of “Italy’s most pressing problems”, says Nicola Nobile at Oxford
Economics. Its debt is the third largest among 34 OECD countries after Japan and Greece, and a
hot topic in the country’s relationship with the EU. 

Public debt went up 33 percentage points to 132 per cent of GDP since 2007, largely as a result of
falling government revenues and shrinking real GDP.
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• The high level of public debt makes any rapid increase in interest rates

a major risk for public debt dynamics and leaves little room for tax
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The trend is finally reversing “thanks to prudent fiscal policy, lower interest rates and rising GDP
growth”, says Mauro Pisu, head of the OECD’s Italy desk. But the high level of public debt makes
any rapid increase in interest rates “a major risk for public debt dynamics” and leaves little room
for tax cuts or increases in spending, as proposed in most parties’ manifestos.

3. Poor job opportunities for young people
The economy has managed to create more than 1m jobs since September 2013, but unemployment
rates remain well above pre-crisis levels. 
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Challenge 2: Young People

Poor job opportunities for young people

• One in three people in the labour force aged under 25 is unemployed.

4/26/2018 Five economic challenges for Italy’s next prime minister
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One in three people in the labour force aged under 25 is unemployed and Italy has the largest
proportion of youth not in employment or training among OECD countries. What is more, Italy
shows the second-lowest employment rates of recent graduates among EU countries after Greece.
Economic frustration among the youth is the main reason for Italy’s brain drain.

4. High levels of banks’ debt
The banking sector “is more stable than two to three years ago”, says Mr Pisu. Economic
improvements, pressure from regulators and investor-friendly reforms have led to a reduction in
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Challenge 2: Young People

Poor job opportunities for young people

• The share of under-34s who are neither in employment nor in

education is the highest in the EU

4/26/2018 Italian emigration continues despite strong economic recovery

https://www.ft.com/content/cb9bd2ee-c07d-11e7-9836-b25f8adaa111 5/7

With the departure of young, highly skilled people, “their contribution to innovation and growth in
Italy is lost”, said Mr Tarling-Hunter.

The causes of this brain drain are deep-set, writes Guido Tintori, Research Associate at Fieri —
International and European Forum on Migration Research, in a forthcoming academic paper on
the issue.

He argues that skilled young Italian graduates “not only are underemployed and underpaid, but
constantly frustrated by a society and a labour market that hinge on relationships and seniority
over competence”.

Furthermore, the economic recovery has yet to touch them. The proportion of young people who
are unemployed in Italy is a daunting 35 per cent and has barely changed over the past year.

The share of under-34s who are neither in employment nor in education is the highest in the EU
and more than half of under-25s in employment are working under temporary contracts. Nearly
one in four is working part time because of the unavailability of a full-time job — a higher
proportion than in any other high-income economy.

Traditionally, writes Mr Tintori, Italian emigration has been considered as a safety valve in time of
crisis and as “an opportunity to improve the human capital of the emigrants”.

Looking at the data of those coming back and the employment opportunities of those who leave,
Mr Tintori believes current emigration should be described “as a double ‘brain waste’: abroad and
at home”.
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Challenge 2: Young People

Brain Drain

• The o�cial �gures show that 1.5m people have moved abroad since

the crisis broke in 2008.

• Italian emigrants are also more highly educated than the overall Italian

population and university trained people are leaving in increasing

numbers. Graduates make up about 30 per cent of emigrants from

Italy, up from 12 per cent in 2002

4/26/2018 Italian emigration continues despite strong economic recovery

https://www.ft.com/content/cb9bd2ee-c07d-11e7-9836-b25f8adaa111 2/7

Overall, the official figures show that 1.5m people have moved abroad since the crisis broke in
2008.

Nor is that the end of it. Foreigners are also leaving: 45,000 non-Italians left the country in 2015,
more than three times as many as the figure for 2007.

The official figures may well also understate the scale of the emigration. Many Italians are reluctant
to register with national authorities as living abroad because of the risk of losing benefits in Italy,
notably health coverage.
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Challenge 2: Young People

Brain Drain

• The o�cial �gures understate the scale of the emigration, e.g. the

number of Italians obtaining social security numbers in the UK last

year was twice as great as the number of those o�cially registering

with the Italian authorities as living in Britain.
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In one indication of the size of the disparity, the number of Italians obtaining social security
numbers in the UK last year was twice as great as the number of those officially registering with the
Italian authorities as living in Britain.

The consequences of the phenomenon could be grave, despite Italy’s recent economic good news.

Since the country has long contended with low fertility rates, emigration is a particular threat to
Italy’s workforce. Italy is second only to Japan in terms of the proportion of the population
accounted for by people aged 65 and over, and in the 25 years to 2015 the working age population
as a share of the total population dropped 5 percentage points.

In the past five years alone, the number of those aged between 18 and 44 contracted 6 per cent,
while the overall population rose 2 per cent. 

“The loss of productive young workers weighs on an already shrinking working-age population,”
said Daniel Tarling-Hunter at the Economist Intelligence Unit.

It is a record that contrasts with other eurozone countries, where economic recovery has slowed the
pace of emigration.

After increases during the crisis, the total number of people emigrating from Spain and Portugal
dropped by about 5 per cent in 2016. That was just part of a larger fall. Compared with its 2013
peak, Spanish emigration was down 38 per cent last year.
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Challenge 2: Young People

Poor job opportunities for young people

• What is more, Italy shows the second-lowest employment rates of

recent graduates among EU countries after Greece. Economic

frustration among the youth is the main reason for Italy's brain drain.

• Italy is the country with the smartest secretaries and the dumbest

managers.

4/26/2018 Five economic challenges for Italy’s next prime minister
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proportion of youth not in employment or training among OECD countries. What is more, Italy
shows the second-lowest employment rates of recent graduates among EU countries after Greece.
Economic frustration among the youth is the main reason for Italy’s brain drain.

4. High levels of banks’ debt
The banking sector “is more stable than two to three years ago”, says Mr Pisu. Economic
improvements, pressure from regulators and investor-friendly reforms have led to a reduction in
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Challenge 3: Credit Markets

High levels of banks' debt

• Italian banks still make up the EU's largest slice of non-performing

loans, which curtail banks' ability to lend.

4/26/2018 Five economic challenges for Italy’s next prime minister
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banks’ bad debts. The last year “has been a watershed in terms of the health of Italian banks”, says
Marco Troiano at Scope Ratings. The recapitalisation of the main troubled banks has “resulted in a
much-improved sector-wide asset quality picture”, he adds.

But Italian banks still make up the EU’s largest slice of non-performing loans, which curtail banks’
ability to lend. “The challenge for 2018 lies in the continued reduction of the stock of bad loans,
and with execution of some more capital increases, especially for the weaker players,” says Mr
Troiano. 

5. Low levels of foreign direct investment
In the past few years Italy “has made considerable progress” towards a more business-friendly
environment, says Lorenzo Codogno at LC Macro Advisors. In 2006, Italy ranked 156th in the
World Bank ease of doing business global survey — 110 positions below where it is now. The
country is now closer to the best performing in most of the ranking’s measures, including ease of
starting a business.
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Challenge 3: Credit Markets

Corporate credit growth is still weak

• Rising capital requirements and di�culties in generating capital has

much reduced Italian banks' appetite for risk in post-crisis years.

4/26/2018 Growth of soured loans in Italy eases to slowest pace since 2012

https://www.ft.com/content/112e6049-adbe-3f3a-a44e-ba7fd180a0cb 3/4

Copyright The Financial Times Limited 2018. All rights reserved.

Comments have not been enabled for this article.

Latest on Italy

Italy

Five Star suffers setback in quest to control Italian government

Key Molise governorship goes to Berlusconi bloc candidate
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Challenge 3: Credit Markets

House Prices

• Italy's house prices have been falling consistently since 2007 and are

now 23 per cent lower � a drop that has brought the construction

and property sectors to their knees.

4/26/2018 Italy an outlier as property prices continue to fall, data show

https://www.ft.com/content/c4e06f90-f5f3-11e7-88f7-5465a6ce1a00 2/6

Construction has almost halved from its pre-crisis level. In 2016, 4.4 per cent of construction firms
went bust, down from 5.5 per cent in 2013, but still much higher than the 2.6 per cent average
across industry, according to data from Cerved, an Italian business information provider.

And for property-related lending the proportion of loans turning bad has been twice as high as in
the manufacturing sector, weighing on banks’ €173bn of bad debts.

The Italian banking system is improving: the stock of gross bad debts shrank by €28bn in the 12
months to November 2017, because of rising securitisation — the parcelling out of loans — and
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House Prices

• In contrast, almost two-thirds of EU countries are reporting house

price growth of more than 5 per cent.
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Challenge 3: Credit Markets

Brick-related bad debts account for the biggest share of

debt pile

• In a vicious circle, banks' sales of repossessed property is also

contributing to the prolonged house price contraction. The number of

real estate units sold via auction � the sale method for banks �

increased 25 per cent in the last two years.4/26/2018 Italy an outlier as property prices continue to fall, data show

https://www.ft.com/content/c4e06f90-f5f3-11e7-88f7-5465a6ce1a00 5/6

Copyright The Financial Times Limited 2018. All rights reserved.

What could help a recovery in house prices would be a significant return by property investors,
who accounted for one in five transactions a decade ago but are now all but absent from the
market.

As Matteo Renzi, the Democratic party leader, hopes to keep the party in power, he can point to
economic improvements such as accelerating growth, improving household disposable income and
more job creation. But the moribund property market might still make a widespread feelgood
factor elusive.

Show more comments 61
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Challenge 4: Foreign Investments

Low levels of foreign direct investment

• In 2006, Italy ranked 156th in the World Bank ease of doing business

global survey � 110 positions below where it is now. The country is

now closer to the best performing in most of the ranking's measures,

including ease of starting a business.

4/26/2018 Five economic challenges for Italy’s next prime minister

https://www.ft.com/content/cfb5baae-00e5-11e8-9650-9c0ad2d7c5b5 7/9

Copyright The Financial Times Limited 2018. All rights reserved.

Italy “has significantly increased its attractiveness as an investment destination among the mature
economies”, says Donato Iacovone at EY. Yet, it still lags behind most of its peers. The value of
greenfield FDI projects in Italy in the past 10 years is half that of France.

Policies “will need to be maintained for a long time”, says Mr Pisu. “Foreign investors prefer
stability.”
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Italy “has significantly increased its attractiveness as an investment destination among the mature
economies”, says Donato Iacovone at EY. Yet, it still lags behind most of its peers. The value of
greenfield FDI projects in Italy in the past 10 years is half that of France.

Policies “will need to be maintained for a long time”, says Mr Pisu. “Foreign investors prefer
stability.”
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Challenge 4: Foreign Investments

Low levels of foreign direct investment

• Bureaucracy and Taxes the main concerns:

4/26/2018 The big issues of Italy’s election campaign in charts

https://www.ft.com/content/ee629bdc-0c1d-11e8-8eb7-42f857ea9f09 5/8

“High tax evasion, numerous exemptions that reduce revenue, and excessive complexity” are
evident in Italy, says the OECD’s latest country report. Italy ranks second to last after Mexico in
terms of the ratio between its actual and potential value added tax revenues — a measure of
evasion.

Living standards
With real household disposable income about 10 per cent below pre-crisis levels, measures to lift
living standards are popular among parties.
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Concluding Remarks

Concluding Remarks

• Is Italy a beautiful ship slowly sinking because of the ineptitude of its

captain � or captains?

Maritime history: Costa Concordia disaster - SAFETY4SEA

https://safety4sea.com/maritime-history-costa-concordia-disaster/[4/29/2018 11:46:16 AM]

Maritime history: Costa Concordia disaster
Six years are marking today since the fatal grounding of Costa Concordia cruise ship in
the Mediterranean Sea, resulting in 32 deaths, 64 serious injuries, and a ship total loss. The
casualty remains a classic example of how human error, lack of alertness and failure of
compliance with procedures can lead to maritime disasters.

CASUALTIES | 13/01/18

On the night of 13 January 2012, during a seven-day cruise, Costa Concordia with 4,229 people onboard, was sailing
from Civitavecchia, Italy, to Savona, when she deviated from her planned route at the Isola del Giglio. About half an
hour after deviation, on 21:45, the ship struck her port side on a reef, known as the the “Scole Rocks”, about 800
metres south of the entrance to the harbour of port of Giglio, on the island's east coast.

A long damaged on the hull caused water ingress on the left-hand
side, which made the ship to tilt. The engine rooms were flooded and
propulsion was lost. Everyone on board realized that something
serious was happening, because the ship violently decreased speed

Ten tips on professional email
writing
Apostolos Belokas

Our safety culture is above
average – crew use PPE and
our LTIF is OK!
Erik Green

Loss prevention begins and
ends with ensuring crew
competency
William Moore

Scrubber work demands
exhaustive treatment
Olli Somerkallio

Cyber Risk and Marine
Insurance : Mind the Gap
Adrian Durkin

Oh behave!
Carsten Busch

OPINIONS











     SAFETY  GREEN  SMART  RISK  CSR  OTHERS  TV OPINIONS EVENTS

PLUS

    Noon Report Subscription      

Marco Di Maggio (Professionisti Italiani a Boston) Italian Economy April 29, 2018 19 / 21



Concluding Remarks

Concluding Remarks

• Is Italy a beautiful ship slowly sinking because of the ineptitude of its

captain � or captains?

Maritime history: Costa Concordia disaster - SAFETY4SEA

https://safety4sea.com/maritime-history-costa-concordia-disaster/[4/29/2018 11:46:16 AM]

Maritime history: Costa Concordia disaster
Six years are marking today since the fatal grounding of Costa Concordia cruise ship in
the Mediterranean Sea, resulting in 32 deaths, 64 serious injuries, and a ship total loss. The
casualty remains a classic example of how human error, lack of alertness and failure of
compliance with procedures can lead to maritime disasters.

CASUALTIES | 13/01/18

On the night of 13 January 2012, during a seven-day cruise, Costa Concordia with 4,229 people onboard, was sailing
from Civitavecchia, Italy, to Savona, when she deviated from her planned route at the Isola del Giglio. About half an
hour after deviation, on 21:45, the ship struck her port side on a reef, known as the the “Scole Rocks”, about 800
metres south of the entrance to the harbour of port of Giglio, on the island's east coast.

A long damaged on the hull caused water ingress on the left-hand
side, which made the ship to tilt. The engine rooms were flooded and
propulsion was lost. Everyone on board realized that something
serious was happening, because the ship violently decreased speed

Ten tips on professional email
writing
Apostolos Belokas

Our safety culture is above
average – crew use PPE and
our LTIF is OK!
Erik Green

Loss prevention begins and
ends with ensuring crew
competency
William Moore

Scrubber work demands
exhaustive treatment
Olli Somerkallio

Cyber Risk and Marine
Insurance : Mind the Gap
Adrian Durkin

Oh behave!
Carsten Busch

OPINIONS











     SAFETY  GREEN  SMART  RISK  CSR  OTHERS  TV OPINIONS EVENTS

PLUS

    Noon Report Subscription      

Marco Di Maggio (Professionisti Italiani a Boston) Italian Economy April 29, 2018 19 / 21



Concluding Remarks

Concluding Remarks

• People in the United States are familiar with high-quality Italian

exports, not only in fashion and food (the success of Eataly is an

example), but also in high-tech manufacturing, from Ferrari to

Technogym.

• Italy is still a beautiful country with high standards of living and lovely

people.

• This rosy picture is also supported by recent economic data. In 2017,

industrial production was up 4.9 percent, and Italians are now feeling

� for the �rst time in a decade � more optimistic about their future.

• So why Italy might still evoke a sinking ship?
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Concluding Remarks

Concluding Remarks

• Italy will have to navigate between the Scylla of the end of the

quantitative easing in Europe, which will lead to higher interest rates,

and the Charybdis of a U.S. recession, which might lead to lower

growth.
• Either one could be fatal; the combination of the two will be

absolutely lethal.

• Lore has it that a frog put in a pot full of cold water will not jump out

even when the temperature rises gradually, resulting in it being boiled

alive.
• Italy risks the same fate. The pot is the debt burdening the country,

but Europe controls the temperature. It does not want to raise it

enough, because it fears the spillover of a crisis. But it has no interest

in cooling it down, because this will take away the incentives for

Italian politicians to act wisely (or at least so Europe thinks).
• To borrow from Franklin D. Roosevelt, the only thing to fear about

Italy is a lack of fear itself.

Marco Di Maggio (Professionisti Italiani a Boston) Italian Economy April 29, 2018 21 / 21



Concluding Remarks

Concluding Remarks

• Italy will have to navigate between the Scylla of the end of the

quantitative easing in Europe, which will lead to higher interest rates,

and the Charybdis of a U.S. recession, which might lead to lower

growth.
• Either one could be fatal; the combination of the two will be

absolutely lethal.
• Lore has it that a frog put in a pot full of cold water will not jump out

even when the temperature rises gradually, resulting in it being boiled

alive.
• Italy risks the same fate. The pot is the debt burdening the country,

but Europe controls the temperature. It does not want to raise it

enough, because it fears the spillover of a crisis. But it has no interest

in cooling it down, because this will take away the incentives for

Italian politicians to act wisely (or at least so Europe thinks).

• To borrow from Franklin D. Roosevelt, the only thing to fear about

Italy is a lack of fear itself.

Marco Di Maggio (Professionisti Italiani a Boston) Italian Economy April 29, 2018 21 / 21



Concluding Remarks

Concluding Remarks

• Italy will have to navigate between the Scylla of the end of the

quantitative easing in Europe, which will lead to higher interest rates,

and the Charybdis of a U.S. recession, which might lead to lower

growth.
• Either one could be fatal; the combination of the two will be

absolutely lethal.
• Lore has it that a frog put in a pot full of cold water will not jump out

even when the temperature rises gradually, resulting in it being boiled

alive.
• Italy risks the same fate. The pot is the debt burdening the country,

but Europe controls the temperature. It does not want to raise it

enough, because it fears the spillover of a crisis. But it has no interest

in cooling it down, because this will take away the incentives for

Italian politicians to act wisely (or at least so Europe thinks).
• To borrow from Franklin D. Roosevelt, the only thing to fear about

Italy is a lack of fear itself.
Marco Di Maggio (Professionisti Italiani a Boston) Italian Economy April 29, 2018 21 / 21


	Challenge 1: Growth and Productivity
	Challenge 2: Young People
	Challenge 3: Credit Markets
	Challenge 4: Foreign Investments
	Concluding Remarks

