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Budgetary Governance in Practice: Italy 

Economic context  

GDP growth in Italy is projected to edge down to 1% in 2018 and 2019. Private 

consumption will continue to be the main driver of the recovery, which will continue to 

broaden to investment and exports. Employment gains will buttress household disposable 

income. Tax incentives and rising external demand will support business investment and 

export growth. Excess capacity is narrowing but consumer price inflation and wage 

pressures will remain muted. 

Fiscal policy plans 

Based on announcements by the Italian government in September 2018 and a budget law 

approved in December 2018, the government deficit is forecast to reduce to 2% of GDP in 

2020 and 1.8% in 2021. More specifically: balancing of budgets corresponds to the 

medium-term objective, that is the structural balance determined using the criteria 

established in EU Law; targets are set on the budget balance in terms of general government 

net borrowing, as defined for the purposes of the excessive deficit procedure in the EU 

Treaty. 

 
  

A: Fiscal Balance and Public Debt

C: Public Investment D: Expenditure by function (2016)

Source : OECD National Accounts Statistics (database).

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).
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Developments in budgetary governance   

Important changes were enacted in 2012, with the objective of ensuring balanced budgets 

and debt sustainability. The 2012 Law also helped ensure compliance with the EU fiscal 

compact and the excessive deficit procedure.   

In 2014 Italy established an independent Parliamentary Budget Office to assist legislators 

in scrutinising economic forecasts and budget proposals. The PBO endorses the accuracy 

of official economic forecasts, monitors compliance with fiscal rules and constitutional 

provisions related to the budget and comments on the governments overall fiscal stance 

and specific budget related policy proposals. 

In 2016 Italy began to introduce gender budgeting. Following a pilot exercise in 2017, the 

methodology was further developed in 2018. Also in 2016 Italy introduced a requirement 

that the DEF contain well-being objectives and indicators, including environmental 

sustainability, economic equality, health, education etc. 

 
 

Central Budget Authority 

The State General Accounting Department within the 
Ministry of Economy and Finance is the Central Budget 
Authority.  Developing the executive’s budget proposal is 
the shared responsibility of the CBA and the Presidency 
of the Council of Ministers. 

 

Weblink: www.rgs.mef.gov.it 

Legal Framework 

Provisions on public finance and debt are included in the 
Italian constitution (articles 81 and 97). There are also EU 
treaty obligations with respect to public finance. How 
these constitutional provisions and treaty obligations are 
fulfilled is set out in national legislation. Key laws 
governing public finance are Law 196/2009 and Law 
243/2012). 

 
 

Budget coverage 

Italy is a unitary state, and the national budget is comprehensive in 
coverage.  At the same time Italy has a high level of fiscal 
decentralisation. The fiscal federalism law of 2009 granted greater fiscal 
autonomy to the regions. However, in practice, the central government 
has imposed a balanced-budget rule on local government budgets due 
to the need for overall fiscal consolidation. 

Budget cycle 

Pre-budget fiscal policy statement September 

Budget circular  May 

Negotiations with line ministries July 

Executive budget proposal October 

Parliamentary vote on budget December22 

 Start of financial year   1 Jan. 

In-year budget execution reports monthly 

Parliamentary vote on budget December 

Mid-year implementation report23  June 

 End of financial year   31 Dec. 

Year-end financial statement May 

Audited financial report  June 

Parliamentary scrutiny of audited 

financial report 

July onwards 

  

 
22 The Finance Bill which deals with tax policy is enacted by end-December. 

 
 

http://www.rgs.mef.gov.it/
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Italy’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy objectives EU fiscal rules are in force, also balanced budget and debt sustainability provisions in the Italian 
constitution.  

2a. Strategic alignment  The Budget is closely linked to the Economic and Financial Document (DEF) that is developed each 
year. In addition to fiscal parameters it includes national outcomes and well-being goals. 

2b. MTEF  Basis in law, 3-year ceilings adjusted on an annual rolling basis  

3. Capital and infrastructure  Cost benefit analysis is mandated in law to prioritise investment decisions, assess project 
designs and monitor project implementation. Actual practice is uneven. 

4. Transparency and accessibility Italy provides a substantial amount of budget information to the public. The core budget reports are 
publicly available in a downloadable format and the government publishes a citizens’ guide to the 
budget, although the information provided in this is limited.  

5a. Parliamentary engagement Clear, structured engagement by the Chamber of Deputies (Budget, Treasury and Planning 
Committee), the Senate (Committee on Economic Planning and the Budget) and sectoral 
committees. 

Parliament frequently recommends amendments to budget proposals. 

An independent Parliamentary Budget Office was established in 2014. 

5b. Inclusive public / civic debate Italy does not have processes for direct public participation in the budget process.  

6. Budget accounting and financial 
reporting 

Cash budgeting; comprehensive coverage; cash and commitment reporting; general government 
reporting (EU-related); no whole-of-government reporting. 

7. Budget execution Budget execution is controlled centrally by MEF using the SICOGE system. The SICOGE system 
provides RGS with detailed control of budget execution in central offices of line ministries;  territorial 
offices of ministries are gradually being pulled into the system.. RGS operates territorial offices which 
are responsible for the disbursement of central government funds at lower levels of government. 

Italy operates a single treasury account system through the Banca d’Italia. Over 95% of the 
transactions are made through the on-line payment services.  

  Ministries have very limited flexibility to reallocate budget resources. Budgets are approved by 
parliament based on programmes. Reallocation is possible within a programme, but even this is 
subject to constraints. 

8a. Performance budgeting Presentational performance budgeting oriented towards transparency and dialogue between 
government and parliament and citizens, supported by provisions in the organic budget law; a law 
on performance based management (150/2009) in the public sector remains largely unimplemented. 

Annual performance reporting is linked to objectives and indicators in the National Reform 
Programme and measures of equitable and sustainable well-being (BES).  

8b. Evaluation and VFM There is no requirement to evaluate programmes on a systematic basis.  However, there are legal 
requirements for ex ante and ex post regulatory impact analysis provides similar information.  

Spending reviews are carried out regularly and have very recently been formally integrated into 
annual budget cycle, replacing ad hoc spending reviews.  

9. Fiscal risk and long-term 
sustainability 

Annual forecasts of long term public finances and analysis of fiscal sustainability and risks are 
included in the Economic and Financial Document (EFD.) 

10. Quality assurance and audit Independent PBO endorses official forecasts, assesses compliance with fiscal rules and comments 
on fiscal policy stance.  

A constitutionally-independent SAI carries out compliance audits and financial audits, following 
international auditing standards. It also provides a quality assurance and audit function in respect of 
performance information reported in the budget. 

Note: Rows in bold represent notable international practice. 

  




