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Abstract 

Since adopting the single currency, Italy has experienced a prolonged period of economic stagnation 

characterized by structural deceleration. This paper analyzes Italy’s macroeconomic performance 

across three distinct phases: the pre-crisis slowdown (2000–2007), the dual impact of the global 

financial and sovereign debt crises (2008–2013), and the subsequent period of sub-average recovery 

(2014–2019). 

The study examines how the shift to a unified monetary regime, coupled with intensifying global 

competition, exposed deep-seated structural vulnerabilities within the Italian economy. By 

synthesizing previous research, this work identifies the primary drivers of this stagnation—

specifically focusing on low productivity and innovation, labor market rigidities, tax system 

inefficiencies, and constraints on factor supply. Furthermore, the analysis addresses critical 

institutional barriers, emphasizing the need for market liberalization, particularly in the service 

sectors, and a redefined role for the state. The paper concludes that comprehensive structural reforms 

are essential to restoring national competitiveness and ensuring sustainable growth within the 

Eurozone framework. 
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1. Introduction 

Italy’s entry into the single currency failed to catalyze the anticipated economic expansion. Between 

2000 and 2007, GDP growth decelerated—a trend that appeared structural and long-term rather than 

a transient shock, thereby weighing down the country’s growth potential. During the subsequent 

period from 2008 to 2013, economic performance deteriorated further as the global financial crisis 

and the ensuing sovereign debt crisis severely impacted several EU nations, including Italy. In the 

third period, from 2014 to 2019, the Italian growth rate showed some signals of improvement, yet it 

remained consistently below the EU average. 

The deceleration of growth following entry into the Eurozone occurred within a global context 

characterized by intensifying competitive pressures across product, capital, and labor markets 

(Schilirò, 2003). Furthermore, as Padoa Schioppa warned (Schilirò, 2005a), the adoption of the euro 

fundamentally altered the economic environment, presenting member states with significant 

structural challenges as they adjusted to the constraints and requirements of a unified monetary 

regime. Italy’s subsequent performance highlights a pressing need for comprehensive structural 

reforms to restore national competitiveness and achieve sustainable growth.  

This paper seeks to identify the causes of the Italian economy's stagnation following the adoption of 

the single currency. It focuses on enhancing productivity and innovation, fostering high-value-added 

activities, implementing structural labor market reforms, increasing tax efficiency, and expanding 

factor supply. Additionally, it addresses broader institutional issues, specifically the role of the state 

and the necessity of market liberalization. 

By synthesizing several of my previous findings regarding the euro and Italian growth, this work aims 

to provide further evidence and insights into the debate surrounding Italy’s modest economic 

performance over almost twenty years. 

 

2.  Italy in the Eurozone and the Lack of Growth 

Since 1995, when Italian GDP growth outpaced that of Germany, France, and the United Kingdom, 

Italy’s growth rate has consistently lagged behind these three major European economies. Italy’s entry 

into the eurozone in January 1999—while undoubtedly marking a new phase in European integration 

and economic policy—did not catalyze an increase in GDP growth, which remained sluggish. 

Consequently, between 2000 and 2007, Italy’s growth rate averaged just 1.6%, compared to 2.5% for 

the European Union as a whole (Schilirò, 2009). 

Furthermore, between 2000 and 2018, the Eurozone (excluding Italy) grew at a rate seven times 

higher than Italy's. Following the global financial crisis, while the Eurozone recovered and exceeded 

its pre-crisis peak by 2015, Italy struggled to return to its 2007 levels. Indeed, the Italian economy 

remained largely stagnant for nearly two decades, barely edging above its 2000 baseline by 2018 

(Schilirò, 2018). 

The adoption of the single currency forced Italy to undertake significant fiscal efforts, not only to 

comply with the constraints of the Maastricht Treaty (Schilirò, 2002; Schilirò, 2010a), but also to 

stabilize its broader economy. Nevertheless, critical issues persisted regarding the labor market, 

taxation, and administrative efficiency, all of which required deep structural reforms. 
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The new conditions imposed by globalization have intensified labor market competition (Schilirò, 

2003), necessitating adaptations to wage systems, contract types, and worker qualifications amidst 

rapid technological evolution. These shifts should have prompted EU member states to foster 

innovation, improve productivity, and implement structural labor market reforms; however, such 

progress has largely stalled in Italy. While Italian SMEs engaged in significant innovation, these 

efforts remained concentrated within traditional sectors. This trend bypassed emerging high-tech 

industries with high growth potential and failed to penetrate the broader service economy. Romer’s 

(1990) endogenous growth theory underscores the critical role of knowledge accumulation, 

innovation, and human capital as the primary engines of long-term economic growth. Furthermore, 

Helpman (2004) argues that productivity is the fundamental differentiator of growth, asserting that 

efficiency is fueled by technical progress and knowledge spillovers. 

Moreover, regarding the labor market, the 2014 Jobs Act attempted to partially address existing 

structural deficiencies (Schilirò, 2018). However, critical issues—including the gender gap, the 

enhancement of human capital, and high youth unemployment—remain largely unresolved. 

Additionally, the complex interaction between welfare systems and taxation continues to pose a 

challenge, whereas other Euro area countries have addressed these barriers more effectively. 

The issue of youth unemployment, particularly in Southern Italy, remains a critical challenge, as 

consistently noted by Schilirò (2001, 2004, 2005, 2006b, 2009, 2010, 2018). This is compounded by 

a persistent "brain drain," where highly skilled individuals from the Southern regions frequently 

emigrate to Central and Northern Italy or abroad. Similarly, profound disparities in female 

employment persist, both in terms of labor market participation and wage levels. 

Furthermore, the welfare system requires structural reform to ensure the protection of future 

generations. Finally, institutional reforms remain incomplete; the state’s capacity to provide high-

quality public services is still limited, and the heavy bureaucratic burden imposed on the private sector 

continues to stifle growth. While such reforms require significant time to bear fruit, they would 

undoubtedly exert a positive influence on the production system, employment, and overall human 

capital development. 

Public administration, in particular, remains a bloated sector characterized by low productivity and 

systemic inefficiencies, necessitating a profound reorganization. It has frequently operated with low-

quality services and obsolete procedures, obstructing the activities of businesses and citizens through 

excessive bureaucracy while simultaneously increasing expenditures at a rate exceeding GDP growth. 

The structural reforms emphasized by European authorities—which are vital for sustainable 

economic growth—focus on taxation policy and fiscal coordination at the EU level. Indeed, the 

coordination of macroeconomic and fiscal policies among member states, alongside the 

harmonization of certain tax regimes, can enhance business competitiveness and stimulate expansion 

(Schilirò, 1998).  

Finally, achieving macroeconomic stability—which entails monetary stability—remains a primary 

objective of Eurozone membership. In practice, however, the policies of European authorities have 

not always yielded the intended effects. While the new macroeconomic environment introduced by 

the single currency was intended to encourage Italian businesses to compete through innovation rather 

than competitive devaluation, this transition has been only partially realized. 

Marco Fortis (Fortis & Quadrio Curzio, 2006) correctly highlights the enduring success of "Made in 

Italy" exports but emphasizes the country’s broader deficits in competitiveness and efficiency. Indeed, 
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Italian firms face onerous constraints, including excessive taxation, a heavy bureaucratic burden, 

infrastructure delays, and high energy costs. These are further compounded by an inefficient service 

sector, stalled liberalization processes, and a persistent lack of investment in human capital training. 

Consequently, the Italian economy has consistently grown at a slower rate than its European partners 

during both expansionary and recessionary phases of the economic cycle. 

 

2.1 Italian GDP in the Period from 2000 to 2007 

The data for the Italian Gross Domestic Product (GDP) between 2000 and 2007 highlights a period 

of significant transition following the adoption of the Euro (which became the virtual currency in 

1999 and the physical currency in 2002). The table 1 below summarizes the Nominal GDP in billions 

of Euros and the annual Real GDP growth rate during this period:                                   

Table 1 

Italian GDP Data (2000–2007) 

Year Nominal GDP (Billion €)   Real GDP Growth (%) 

2000 1,239.3   3.9% 

2001 1,298.9   2.0% 

2002 1,351.3   0.3% 

2003 1,390.7   0.1% 

2004 1,448.4   1.5% 

2005 1,489.5   0.8% 

2006 1,548.5   1.8% 

2007 1,609.5   1.5% 

Source: Istat 

Table 1 illustrates that in 2000, coinciding with the adoption of the euro, the Italian economy grew at 

a robust rate of 3.9%. Immediately following the physical introduction of Euro notes and coins in 

2002, Italy experienced a period of near-zero growth (0.3% in 2002 and 0.1% in 2003). This coincided 

with a global economic slowdown following the "Dot-com" bubble burst and structural adjustments 

within the Italian market. As Schilirò (2013) argues, before the Euro, Italy frequently used the 

devaluation of the Lira to remain competitive in international exports. Entering the Eurozone removed 

this mechanism, forcing the country to rely on internal structural reforms and productivity gains to 

compete—areas where Italy began to lag behind its European peers (like Germany) during this 

decade. Between 2004 and 2007, the economy saw a moderate recovery, with growth rates hovering 

between 0.8% and 1.8%. However, this growth remained below the historical averages of the 1980s 

and 1990s and left the country with high public debt levels (which reached below 100% of GDP only 

briefly in 2007) just before the onset of the 2008 Global Financial Crisis. 
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In summary, the 2000–2007 period marked the beginning of Italy's "low growth" trap within the 

Eurozone, characterized by sluggish real productivity and economic expansion. 

2.2 Italian GDP in the Period from 2008 to 2013 

The period from 2008 to 2013 represents one of the most challenging period for the Italian economy, 

characterized by a "double-dip" recession in 2009 and in 2012 (Schilirò, 2018). This timeframe began 

with the global financial crisis and was followed by the Eurozone sovereign debt crisis. 

Table 2 summarizes the Nominal GDP and the annual Real GDP growth rate during this volatile 

period: 

                                                                             Table 2 

Italian GDP Data (2008–2013) 

Year Nominal GDP (Billion €) Real GDP Growth (%) 

2008 1,638.1 -1.1% 

2009 1,572.6 -5.3% 

2010 1,604.5 1.7% 

2011 1,637.5 0.7% 

2012 1,613.3 -3.0% 

2013 1,604.5 -1.8% 

                                   Source: Istat 

The collapse of Lehman Brothers and the ensuing global financial meltdown hit Italy’s export-

oriented economy hard. In 2009, Italy suffered its worst contraction since World War II, with a -5.3% 

collapse in Real GDP. While the nominal value dropped by over €60 billion, the banking system 

remained relatively resilient compared to the US or UK, but the industrial sector was severely 

damaged (Schilirò, 2010). 

A fragile recovery began in 2010 (+1.7%), largely driven by a rebound in global trade. However, this 

recovery was weak and short-lived as the country began to face internal structural issues and rising 

pressure on its sovereign bonds. In fact, from early 2010, severe tensions emerged in the sovereign 

bond markets of several Eurozone nations, most notably Greece, Portugal, Spain, and Ireland. This 

instability triggered a broader Eurozone crisis that impacted Italy with particular severity. Italy’s 

vulnerability was exacerbated by a long-standing period of stagnant GDP growth, rooted in deep-

seated structural issues such as a rigid labor market, widespread tax evasion, and extensive 

unproductive public spending (Schilirò, 2007; Schilirò, 2018). Therefore, from late 2011, Italy was 

at the center of the Eurozone's sovereign debt crisis (Schilirò, 2013). Increasing "spreads" (the interest 

rate gap between Italian and German bonds) led to emergency austerity measures. The combination 

of high taxes to balance the budget and a credit crunch caused a second recession, with GDP falling 

by -3.0% in 2012 and continuing to shrink in 2013. 
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By 2013, Italy's GDP was significantly lower than its 2007 level. The nominal GDP in 2013 (€1.60 

trillion) was lower than it had been in 2008, illustrating a "lost half-decade" where the economy failed 

to grow in real terms, leading to long-term consequences for unemployment and public debt 

sustainability. 

2.2 Italian GDP in the Period from 2014 to 2019 

 

Table 3 summarizes the the annual Real GDP growth rate during the Period from 2014 to 2019 

 

Table 3 

Italy GDP Rate of Growth (2014–2019) 

Year Real GDP Growth (Annual %) 

2014 0.0% 

2015 0.9% 

2016 1.2% 

2017 1.7% 

2018 0.9% 

2019 0.4% 

                         Source: Istat 

 

Between 2014 and 2019, the Italian economy experienced a period of modest and fragile recovery 

following the profound recessions of 2008 and 2011. After stagnation in 2014 (0.0% growth), Italy 

entered a phase of gradual expansion. This was supported by the European Central Bank’s 

accommodative monetary policy (Quantitative Easing), lower energy prices, and some internal 

structural reforms. The recovery peaked in 2017 with a growth rate of 1.7%, the strongest 

performance for Italy in a decade. 

In 2015, the Euro lost significant value, which lowered the dollar-denominated value of Italy's output 

even though production in Euros was increasing. In 2016 the situation improved, but toward the end 

of the period, the momentum faded. In 2018 and 2019, growth slowed to 0.9% and 0.4%, respectively. 

This slowdown was attributed to global trade tensions: slowing demand from key trading partners 

like Germany and China; political uncertainty: domestic political shifts and concerns over fiscal 

policy led to higher sovereign bond yields (spreads) and dampened business confidence; structural 

issues such as persistent low productivity and high public debt: two old problems that continued to 

act as brakes on faster economic expansion. Therefore, the rate of growth remains very modest and 

lagging behind the Eurozone average, although Italy managed to exit the recession and maintain a 

primary budget surplus. Then, the 2014–2019 period represents another lost opportunity for more 

robust structural change.  
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3. Productivity and Growth 

Italy’s lack of growth is not merely a consequence of insufficient investment in physical capital or 

labor hours; rather, it can be attributed to the stagnation or decline of Total Factor Productivity 

(TFP)—a metric encompassing innovation, efficiency, and institutional quality.  

In his seminal work on growth accounting, Solow (1957) elucidated the critical relationship between 

productivity and economic growth, providing a robust framework for measuring productivity 

dynamics through the ‘Solow Residual,’ which serves as the proxy for TFP.1 

Another perspective on the relationship between productivity and growth is the productive efficiency 

approach. This framework shifts the focus of economic analysis from quantifying output volume (as 

seen in traditional growth accounting) to evaluating how effectively a nation utilizes its available 

resources. While the Solow model examines the average relationship between inputs and outputs, the 

seminal work of Farrell (1957), followed by contributions from Afriat (1972) and Aigner et al. (1977), 

introduces the concept of measuring performance against a best-practice frontier. In particular, 

Farrell’s breakthrough is the realization that not all firms or economies operate on the same level of 

efficiency. He proposes that we should define an efficient frontier based on the most successful 

performers in a sample. Any entity not on that frontier is considered inefficient. 

Furthermore, Helpman (2004) highlights the role of R&D investment in creating new products and 

improved processes, alongside the knowledge spillovers that allow individual firm-level innovations 

to benefit the wider economy, thereby fostering a cycle of endogenous growth. He also underscores 

the necessity of robust institutions—namely, secure property rights, an efficient legal system, and 

political stability. 

Bugamelli, Lotti, et al. (2018) characterize Italy’s long-term stagnation as a systemic productivity 

crisis. They argue that while the broader Eurozone aggressively adopted Information and 

Communication Technology (ICT) during the late 1990s, Italy failed to keep pace. Consequently, 

Italy’s Total Factor Productivity (TFP) growth decelerated, eventually turning negative or stagnating, 

which accounts for the widening gap in the period 2000–2018. In fact, during the late 1990s, the 

emergence of the New Economy—driven by the internet and digital infrastructure—enabled firms to 

significantly enhance productivity. However, because Italian industry is characterized by small-scale, 

traditional enterprises, these firms failed to integrate and leverage these technologies as effectively as 

their French or German counterparts. This lack of technological diffusion contributed to the profound 

stagnation observed in the following decades, further decoupling Italy's growth trajectory from the 

rest of the Eurozone. 

However, although the Italian economy has underperformed in terms of overall productivity and 

growth, the manufacturing sector has recently been characterized by the rising prominence of a 

significant number of medium-sized enterprises. These firms, spanning various industrial sectors, 

have performed remarkably well in terms of innovation, exports, and profitability. In recent years, 

they have demonstrated an increasing ability to compete in global markets; despite originating from 

diverse regions and sectors, they share common strategies centered on innovation and 

 
1 Other significant contributions to the growth accounting approach include the work of Jorgenson and Griliches (1967) 

and Jorgenson and Fraumeni (1988). The latter study is particularly noteworthy for emphasizing the crucial distinction 

between human and non-human capital, arguing that improvements in the quality of the labor force—through education 

and training—are as vital to productivity as physical investment. 
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internationalization. Due to their strong global presence combined with their relatively compact scale, 

these firms are frequently referred to as "pocket multinationals" (Schilirò, 2011). 

3.1 Fiscal Policy and Growth 

One of the primary factors stifling economic growth in Italy is an exceptionally high tax burden. 

Easterly and Rebelo (1993) identified a robust inverse relationship between marginal income tax rates 

and economic growth.2 Alesina and Perotti (1995) emphasize that the composition of fiscal tools 

matters significantly. They argue that successful fiscal adjustments—defined as those that are durable 

and do not trigger recessions—rely primarily on expenditure cuts, specifically regarding government 

wages and social transfers, rather than tax increases. 

The high tax burden in Italy stems from the rapid expansion of the welfare state during the post-war 

era, which introduced universal healthcare, comprehensive social security, a generous pension 

system, and mass education. Consequently, the growth in public spending has consistently outpaced 

the economy's long-term potential GDP growth, exacerbating the national debt without providing a 

commensurate stimulus to economic activity.  

This fiscal model, which first showed signs of strain in the late 1970s, has become increasingly 

unsustainable. The pressure arises from both the excessive weight of entitlement spending on the 

public budget and the rising tax burden placed on citizens. This situation is further compounded by 

the fact that public expenditures are often inefficient and, in some cases, undermined by corruption. 

The fiscal rules imposed on Eurozone member states by the Maastricht Treaty and the Stability and 

Growth Pact represented an initial effort to harmonize disparate fiscal policies. These frameworks 

were designed to enforce fiscal consolidation across states adopting the single currency (Schilirò, 

2006). However, because member states retained significant fiscal autonomy, they maintained 

considerable leeway regarding the composition and quality of public spending, as well as the level of 

taxation—provided they operated within the constraints of a generally balanced budget. 

Italy’s economic performance has notably diverged from the European average. Since 2000, when 

taxation stood at 41.8% of GDP, the tax burden has continued to climb. Furthermore, the country 

faces a significant competitive disadvantage regarding labor taxation, which remains the highest in 

the Eurozone, placing a heavy strain on both employers and the workforce. 

High taxation negatively impacts growth by eroding business competitiveness and curbing household 

consumption. Consequently, reducing the tax burden on both labor and capital can generate 

significant positive effects on employment and overall economic expansion. However, given the 

constraints of the Stability and Growth Pact, the quality of public spending remains a critical issue; 

in theory, efficient and high-quality public services could justify a high tax-to-GDP ratio, such as that 

seen in Italy. 

The composition of spending is equally vital. Shifting the balance from current expenditure toward 

capital expenditure (productive spending) would provide a more robust stimulus to the economy's 

growth rate. as noted in Schilirò (2009), "spending better" is an indispensable condition for recovery. 

Nevertheless, reducing the overall tax burden and cutting unproductive public spending remain 

equally crucial strategies for revitalizing long-term growth. 

Italy maintains one of the highest debt-to-GDP ratios in the European Union, a consequence of public 

expenditure consistently outstripping economic growth—a trend that has persisted even after the 

 
2 They also found a positive link between public investment in transport and communication and growth. 
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adoption of the single currency. In this context, the objective of reducing the debt-to-GDP ratio to a 

more sustainable threshold of 100% appears more aspirational than realistic in the short term. While 

interest payments on the national debt place a significant burden on the budget and inflate the deficit, 

it is equally true that public spending is characterized by substantial inefficiencies, particularly within 

healthcare and various levels of public administration. 

Systematically addressing this waste would yield significant savings, thereby easing fiscal 

management. Although the Italian public administration has struggled with these structural issues for 

decades, they become particularly acute during economic crises, directly impacting the quality of 

public services and citizens' quality of life. Ultimately, reducing inefficiencies in public spending 

would create the fiscal space necessary to lower taxation, thereby stimulating growth. However, 

achieving a balanced budget and long-term sustainability will require decisive action to contain the 

trajectory of current primary spending. 

Ensuring the sustainability of public finances in the medium and long term remains a critical priority. 

To this end, the comprehensive implementation of the 1995 Dini Reform and the subsequent 2004 

reform—which introduced a contribution-based system and raised the retirement age—serves as a 

vital stabilizing force. Nevertheless, any analysis of Italian taxation and fiscal reform is incomplete 

without addressing the systemic issue of tax evasion. 

The historical impact of tax evasion on public revenues cannot be overlooked; as Alesina and Marè 

(1996) highlighted prior to the adoption of the euro, this fiscal leakage severely constrains the state’s 

resources. Pervasive evasion not only reduces the tax base but also necessitates higher tax rates for 

compliant citizens, creating a "vicious cycle" that stifles formal economic activity and undermines 

the equity of the fiscal system.3 

Regrettably, more than twenty years after the adoption of the Euro, tax evasion in Italy remains 

disproportionately high, significantly exceeding the average of other EU member states. As Schilirò 

(2002) notes, widespread evasion places a disproportionate burden on compliant taxpayers, thereby 

undermining the fundamental principle of fiscal equity. Beyond its social implications, this 

phenomenon deprives the state of critical tax revenues necessary for debt reduction and the financing 

of public services. 

Furthermore, this high level of evasion creates a distorted economic environment, where informal 

activities gain an unfair competitive advantage over law-abiding businesses. Addressing this "tax gap" 

is therefore not only a matter of budgetary health but also a prerequisite for restoring a level playing 

field and fostering sustainable economic growth. Ultimately, curbing evasion is vital to Italy’s 

international credibility and its standing within the Eurozone, as the country's stability remains 

tethered to its fiscal discipline. 

The above analysis indicates the need for a reformist policy that addresses the fiscal issue in its 

entirety. However, the ability to effectively impact public spending and combat tax evasion faces 

widespread resistance. This opposition stems from entrenched social groups, Italy’s lingering 

corporatist structure, and a lack of political will among parties more interested in preserving 

consensus than in advancing a strategic vision capable of returning the country to a path of sustainable 

growth. 

 
3 The tax rate that takes tax evasion into account, calculated by Istat, exceeded 50% in the period 1996-2003 (Maurizio 

Bovi, 2006). 
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3.2 Liberalization and Growth  

The sluggish growth of the Italian economy is partly attributable to the stagnant expansion of factor 

endowments and the inefficient allocation of resources. Various scholars contend that liberalization 

can bolster both supply-side expansion and allocative efficiency (Schilirò, 2009). In closed or 

monopolistic systems, resources—specifically capital and labor—are often trapped in low-

productivity sectors protected by regulation. By introducing competition, liberalization allows prices 

to begin reflecting true scarcity and demand. Consequently, inefficient firms are forced to innovate 

or exit, enabling more productive firms to expand. This 'creative destruction' serves as a primary 

engine of long-term GDP growth. 

Furthermore, liberalization directly impacts Total Factor Productivity, particularly through the reform 

of service sectors. When industries such as energy, telecommunications, or professional services are 

liberalized, the cost of intermediate inputs for the rest of the economy drops. A typical example is a 

manufacturer that gains international competitiveness not solely through its own internal efficiency, 

but because its electricity, logistics, and legal costs have decreased due to robust domestic competition 

(Schilirò, 2018). 

Another positive aspect of liberalization is its ability to unlock supply that was previously sidelined. 

This creates virtuous effects on labor, as reducing entry barriers to specific professions and easing 

rigid labor contracts can significantly increase the employment rate. Similarly, capital benefits 

because transparent, liberalized markets are more attractive to Foreign Direct Investment (FDI). 

Investors typically avoid markets where incumbent firms—often state-backed—possess an unfair 

regulatory advantage. 

Finally, for liberalization to translate market opening into actual growth, it must be paired with a 

robust rule of law, particularly through efficient courts capable of handling complex competition 

disputes. Furthermore, it requires strong active labor market policies to facilitate the transition of 

workers from declining sectors to expanding ones. In short, liberalization requires a profound synergy 

with broader institutional reform. 

Therefore, by dismantling remaining public monopolies and introducing competition to protected 

sectors, liberalization can profoundly reshape service provision. Such reforms would not only 

accelerate growth and boost employment but also facilitate the necessary structural adjustments to 

the Italian economic framework 

Conclusions 

Since the adoption of the single currency, the Italian economy has been characterized by persistent 

stagnation and a markedly low growth rate. Italy faces several long-standing, structural challenges 

that continue to hamper its economic performance. Consequently, only deep-seated, genuine reforms 

can address these systemic bottlenecks and significantly enhance the nation's long-term growth 

potential. 

A primary objective is to enhance the productivity of the economic system as a whole. While the 

manufacturing sector—defined by its robust small and medium enterprises (SMEs)—performs 

relatively well, the same cannot be said for the service sectors. These areas are frequently 

characterized by monopolistic market structures, low levels of innovation, and a lack of competitive 

pressure, which collectively stifle economic dynamism. To this end, it is essential to modernize the 

organization of both private and public services, where productivity currently remains stagnant. 



11 
 

Prioritizing investments in knowledge and human capital (Schilirò, 2008, 2009, 2019) is therefore 

critical, as these are the fundamental drivers of long-term, sustainable growth. 

The labor market also presents significant long-term challenges, including high youth unemployment, 

a persistent gender gap affecting both female labor participation and wages, and deep-seated regional 

imbalances that disproportionately impact the southern regions. Consequently, a comprehensive long-

term strategy is required to address these structural issues. Such a strategy must modernize the 

education system, enhance active labor market policies, and reform wage bargaining mechanisms to 

better align pay with productivity (Schilirò, 2018). These interventions are essential for improving 

labor allocation and, ultimately, driving sustainable economic growth. 

Another central theme addressed in this work is the impact of taxation on economic growth. The high 

fiscal burden in Italy has been identified as a significant obstacle, hindering growth by eroding 

business competitiveness and depressing domestic consumption. Tax reforms should therefore 

prioritize reducing the tax wedge on labor and capital to stimulate investment and employment. 

However, such measures must be coupled with a rigorous strategy to combat tax evasion and the 

informal economy, which remain profound structural scourges. Addressing these issues is essential 

for achieving a sustainable rebalancing of public finances and ensuring a more equitable distribution 

of the tax burden. 

Furthermore, the efficiency of the public administration remains a significant concern, both regarding 

its capacity to deliver essential services and the bureaucratic burden it imposes on the private sector. 

The state’s role in the economy is inherently linked to the process of liberalization. To date, the Italian 

experience with market opening has been inconsistent; however, a renewed commitment to 

liberalization—underpinned by transparent regulations and a market culture rooted in efficiency—

could provide the necessary stimulus to revitalize Italy’s anemic growth. 

The analysis highlights that, given the significant public debt burden weighing on the national budget 

and Italy's constrained growth capacity, the optimal path forward involves a dual strategy: persevering 

with multi-year fiscal consolidation programs while simultaneously implementing structural reforms. 

These reforms, though primarily yielding results in the medium term, are essential for revitalizing the 

nation's potential growth and ensuring long-term fiscal sustainability (Schilirò, 2019). 

Finally, while the manufacturing sector continues to compete successfully in global markets despite 

systemic domestic weaknesses, it is essential to address the deficit in both tangible and intangible 

infrastructure. These deficiencies constitute a significant barrier to optimizing production and 

organizational efficiency.  

In conclusion, although Italy joined the Eurozone nearly two decades ago, it continues to struggle to 

keep pace with its European peers. The nation can only bridge this gap by implementing the 

comprehensive structural reforms necessary to unlock and revitalize its long-term growth potential. 
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