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ITALY UPDATE: RENZI WINS A BATTLE 

Berenberg Macro Flash 

 
In a first vote, Italy’s senate today approved a reform that will greatly diminish the upper house’s powers. Once passed for 
good by both houses of parliament, the changes will reduce the risk of a repeat of the political deadlock which slowed the 
Italian reform process for so long. The text was adopted with a 183 to 0 majority, with 5 abstentions. Opposition senators 
had left the plenary and some dissenting members of the ruling coalition did not vote, meaning only 188 of the 319 senate 
members cast their votes. The overhaul of Italy’s governance requires constitutional change, meaning the process is far from 
over now. At least one more reading in the Senate and two in the lower house would see the parliamentary approval process 
completed in January at the earliest, with a referendum possible in spring next year as well. 
 
Still, getting a majority in the Senate to agree to reduce the size and powers of the Senate itself a lot is a major achievement. 
Renzi’s determination should be good news for other economically more important reforms. In particular the labour market 
reform, on which the parliamentary process is likely to come to a head this autumn, is key to Italy’s economic prospects as 
the example of Spain or Portugal shows. Renzi is spending considerable time and political capital on a Senate reform which 
is not going to boost Italy’s immediate growth prospects. For the longer-term, however, the Senate reform, while not a 
sufficient condition for more reforms, may well turn out to be a necessary one. A major reason why Spain is so far ahead 
with its economic recovery is the fact that Prime Minister Rajoy was able to force through the labour market reform in 2012 
by Royal decree, while Italy was mired in the political standstill brought about by the successive grand coalitions under 
Monti and Letta. Renzi’s progress should maintain business confidence in his ability to deliver, so that they may gradually 
start raising investment and thus close the gap between confidence surveys and the hard data (see chart). 
 
Chart: Italy’s gap between the composite output PMI and actual quarterly GDP growth 
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