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Abstract: This paper offers an analysis of the main industrial policy measures adopted by the three Italian governments following each other on from 2013. The first focused its industrial policy on boosting the creation of innovative start-ups and fostering small-scale enterprises in order to acquire new equipment. The second of these governments stimulated public aggregate demand and passed the reform known as the Jobs Act (2014). The industry’s capacity utilization rate rose in 2016, as did the value added of the companies to their net revenues. In 2017, the third government initiated a project aimed at driving the Italian economy into the Fourth Industrial Revolution. Up to now there have indeed been positive signals from the viewpoint of capital expenditure on plants and equipment, but not yet from that of knowledge and training for new jobs.
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1. Preceding Analyses 
In a paper on the economics of Italian industry presented in 2016 (Gallo, 2016) and expanded the following year (Gallo, 2017), it was shown that over the previous fifteen years, i.e., from 1998 to 2014, industrial enterprises[footnoteRef:2] had altogether invested little, less than their already scarce cash inflow, so that their cash flow (net of investment costs accumulated over the years) was positive (Figure 1). For this reason they had progressively lost industrial content, measured as value added to sales figures (Figure 2). In the space of fifteen years the means of production that had gradually reached the end of their useful life had not been replaced and had been left in use without any further depreciation, given the process had been completed. In addition, the companies had improved their management efficiency (fewer days storage), had saved one (albeit only one) apparent profitability (apparent because it originated in lower depreciation). They had also withdrawn profits, handed around massive dividends to shareholders, emptied the cash-desk, and used un-reinvested cash inflow to reimburse financial debts. However, they had improved their net worth in relation to total assets, and contrary to what was generally thought, they had therefore strengthened the state of their balance sheets and finances. In short, it had emerged in a slightly paradoxical way that these aged enterprises were closing down in a good state of management efficiency, with healthy balance sheets and finances, and were doing so only because entrepreneurs had lost their verve and taste for risk, as was witnessed by their low investments and massive dividends. The estimated loss of personnel in medium and large Italian industrial companies meant that only a third was left of the total existing at the onset of deindustrialization.  [2:  Dati cumulativi 2015, Mediobanca listed 2,055 companies, a quarter depending on foreign groups and three quarters Italian companies; the latter were large or medium-large, and a half were medium-sized. 90% (1,849 companies) were industrial. For sales volumes and investments, the sample represented 50% of ISTAT companies with over 20 on the bankroll. 50% more companies were contained in the 2014 census than in the previous one (1,356).] 


	
	Cumulative Net Cash Flow, Million Euros

	1992
	

	1993
	-5.816

	1994
	-10.236

	1995
	-13.794

	1996
	-13.975

	1997
	-11.595

	1998
	27.127

	1999
	4.212

	2000
	-11.837

	2001
	17.148

	2002
	9.639

	2003
	5.361

	2004
	8.680

	2005
	2.062

	2006
	49.539

	2007
	36.800

	2008
	31.412

	2009
	29.080

	2010
	38.332

	2011
	44.009

	2012
	35.944

	2013
	36.938

	2014
	42.446




Figure 1  Cumulative Net Cash Flow 
Source: Results based on Mediobanca Financial Aggregates of Italian Industrial Companies

Figure 2  Value Added to Net Sales (%)
Source: Results based on Mediobanca Financial Aggregates of Italian Industrial Companies

The causes of the fall in investments in the 1990s can be found: 
1) directly; 
a) in the volatility of the demand brought about by globalization, as held by Arrighetti and Ninni (2014);
b) in Italy’s declining position in the world ranking of competitiveness from 1999 onwards (WEF 3[footnoteRef:3] and IMD 4[footnoteRef:4] indexes); [3:  https://www.weforum.org/reports/global-competitiveness-report-2014-2015.]  [4:  https://www.imd.org/research/books/world-competitiveness-yearbook-2016.] 

c) in the increased uncertainty caused by government economic policies and institutional uncertainties, with a peak in 1997, as measured by Carnazza (1997)[footnoteRef:5];  [5:  See also Carnazza and Travaglini (2001).] 

d) in the gradual dismantling between 1992 and 1995 of all the residual protectionism and public interventions in the economy[footnoteRef:6]. These instruments had been forged in the 1930s as an answer to the 1929 crisis, but had been distorted through the 1970s and 1980s; [6:  The protectionist instruments mostly fell with the 1993 European Common Market. Public intervention was dismantled between 1992 and 1995 in order to face a serious, swift worsening in public finances and/or accept pressing EU directives. The latter concerned companies with state participation (IRI, ENI, as well as ENEL) and special credit institutes (IMI, ICIPU, ISVEIMER, IRFIS, CIS).] 

e) finally, and only finally, in late 1996 the pegging of the lira to the German mark with a fixed exchange rate, followed by the 1999 entry in the euro and the impossibility of resorting to new competitive devaluations of the currency.
2) indirectly; 
To conclude, the end of public intervention in the 1990s was not compensated for by an institutional architecture capable of making more competitive a productive system exposed to the global market.  
The 2016 paper was part of a line of research on the structural evolution of productivity in Italy. It goes back to 2002, when industrial performance showed it was not up to facing the liberalization of exchanges with emerging countries. Small companies, a penalizing specialization in products, little commitment to research and development (Boffa et al., 2006) all took their toll. Some scholars (Coltorti, 2008) glimpsed in the following decade the birth of what they called the Fourth Capitalism[footnoteRef:7]. Others like Arrighetti and Ninni (cit.) held that a part of the manufacturing system had carried out a process of virtuous de-verticalization and consolidated a good competitive international position, while another large part had given up change and taken refuge in a waiting position, reaching the conclusion that a sort of dualistic dynamism had been created.  [7:  Fourth Capitalism companies are called such to distinguish them from: the great family-created private groups which dominated the first phase of the twentieth century in Italy (First Capitalism); state-owned companies born in the early 1930s (Second Capitalism); clusters, networks of geographically close small companies, specializing in a particular kind of production (Third Capitalism).] 

In 2016, it was shown that the process of de-industrialization had come to a halt two years earlier, rather, the value added to the companies respect to net sales had begun to rise, while no appreciable structural correction was registered. It was then asked if the incentives to invest adopted by the Italian government at the end of 2015 would generate appreciable benefits in 2016-2017. These incentives had been added to the measures in force in 2013, the law named the New Sabatini and the support to innovative start-ups, and preceded the 4.0 Industrial Plan.
In conjunction with the end of the XVII Legislature (March 2018) and the beginning of the next, when the Italian industry was showing signs of recovery, it seemed appropriate to investigate if this greater vitality was only circumstantial, as some observers maintain (Reichlin, 2017), or if it was the effect of adjustments in the productive structure, due to perhaps to technical investments, still fragile but paving the way to a structural adjustment. An analysis was carried out on the impact of the industrial policies adopted by the three governments that followed one another from April 2013 to March 2018. 
2. The New Sabatini 
After only four months of life, the first government[footnoteRef:8] of the XVII legislature introduced an industrial policy law and named it the New Sabatini[footnoteRef:9]. Still in force, this law aims at giving financial backing and economic facilitations to micro, small and medium companies in all industrial sectors desiring to buy/lease plants and machinery for sums between 20,000 and 2,000,000 euros. This instrument contributes therefore towards modernizing plants and equipment in the national productive system. The financial provision is managed by a separate section of the CDP (Deposits and Loans Funds). Financing is conceded by banks conventioned with the CDP and can benefit from the guarantee offered by the Fund for small and medium companies. The maximum life-span is five years. The facilitation consists in a contribution in interest rate subsidies given by the Ministry of Economic Development and thanks to a recent extension is increased when the investment belongs to a certain typology[footnoteRef:10]. [8:  The first government, led by Enrico Letta, remained in office from 27 April 2013 to 14 February 2014.]  [9:  See the decree-law: Art. 2, D.L. n° 69, 21 June 2013.]  [10:  The memoranda regulating the extension to Industria 4.0 were published in the official gazette: Gazzetta Ufficiale 15.2.2017 and 11.8.2017.] 

Of the three typologies offered (credit, subsidized rates, help from the Guarantee Fund) the latter seems the most important, decisive for stimulating companies into investment. Indeed, even if small companies are momentarily deeply in debt because of an excess of current assets, they still manage to find a five-year credit facility when helped by a valid guarantee. Instead, if for any reason they nourish doubts over buying a means of production for reasons concerning the product or the market, they will not be convinced by an interest rate which costs only a fragment less than the ordinary one, which is already low.  
In general, the length of a long-term borrowing is adjusted to the useful life of the good financed. Plants and machinery in the Italian industrial world have a useful life that goes from five to twenty years, according to sector and technological dynamics. In the case of the New Sabatini the loan only lasts five years, and the amount of the investment is, all in all, modest. This leads us to assume the production goods acquired are innovative but light machines, and that they are bought by small companies. This assumption is confirmed in the analysis of applications for financing. By 31 March 2018[footnoteRef:11] there had arrived[footnoteRef:12] more than 46,000 requests for financing (Table 1), from almost 29,000 companies, 45% (12,936) small ones and the rest more often micro than medium (11,245 against 4,775). As the average sum invested was the equivalent of 239,000 euros, it was a relatively small outlay. Not so the overall financing agreed by the banks and leasing institutes, which stood at about 11 billion. It was gargantuan figure, which spoke of an enormous impact upon the scattered minor productive reality in the country. The facilitated loans in subsidies amounted to 796 million euros.  [11:  The final date for presenting applications was originally the end of 2016, but with the passing of time the law was re-financed several times and extended until the end of 2018 and beyond, until funds run out.]  [12:  The Ministry of Economic Development, Beni Strumentali. Nuova Sabatini, 3 April 2018.] 


Table 1  Borrowing and Contribution from the New Sabatini on 31 March 2018
	Companies’ size
	Nr of requests
	Companies’ investment
	Borrowings approved
	Average investment
	Contribution granted
	Nr of companies

	
	
	
	
	
	
	

	
	
	million euros
	million euros
	euros
	million euros
	

	Medium-
	9.455
	3.983
	3.953
	421.235
	277
	4.775

	Small-
	21.743
	5.120
	5.099
	235.521
	377
	12.936

	Micro-
	15.183
	1.999
	1.988
	131.655
	143
	11.245

	Total
	46.381
	11.102
	11.040
	239.379
	796
	28.956



In the statistics dealing with the territory five regions stand out, in the order: Lombardy, Veneto, Emilia Romagna, Piedmont and Tuscany. They are precisely the regions with the highest number of manufacturing companies listed as small. These aspects deserve to be examined more thoroughly. Note, for example, the extreme poverty of projects in the deep south of Italy as well as Liguria in the North, a region which with the decline or disappearance of big state-aided companies can fall back on no alternative medium-sized backbone. In other terms, as could be expected, the New Sabatini is directed at an already existing reality which needed to renew plants and machinery, without any political aim to re-balance territories. 
In the macro-sector statistics, it is recorded that almost three quarters of the requests for financing were satisfied. Top of the table were the manufacturing and extractive sectors, followed by transport and storage.
Thanks to the New Sabatini, at this point we can reasonably expect on one side very many small manufacturing companies involved in modernizing their production means, and on the other that the modernizing is modest in size and that its distribution over the territory has no effect on pre-existing imbalances.
3. Innovative Start-Ups 
In Italy public support for innovative start-ups is in the form of a promising intervention industrial policy. It is nevertheless important to answer the following question first: “If the waning tendency to entrepreneurship were irreversible, how long would it take a new innovative, young entrepreneurial class to replace the older generation?”  
Before an answer, an apt reminder: Italian industrial companies are mostly small, very small, with a family-run corporate control and a very deep reluctance to take on board shareholders (Santarelli, 2001). And after decades, their founders continue to rule the roost within the companies. When the second and third generations of partners and administrators take over in start-ups, the latter lose their momentum and capacity for innovation. If, however, they pass under the guide of a capable, outside manager, they are revitalized (Cucculelli, 2012).
Italy belongs to the “innovation-driven economies” (Muffatto et al., 2013), i.e., it is among the mature economies (North America, Europe, Japan, South Korea and Taiwan) which thanks to their cognitive heritage make advances. However, in the year 2012 Italy was bottom in the ranking, that because its entrepreneurs were identifying fewer possibilities and were more afraid of failure. 
To overcome these weaknesses, at the end of the XVI legislation, an instrument was passed[footnoteRef:13] with the purpose of sustaining innovative start-ups (providing they were under the age of four, later raised to five). The Law brought in a series of measures including favourable credit terms together with a guarantee of up to 80% of the credit given by the Guarantee Fund pmi (fgpmi)[footnoteRef:14]. It became fully operative with the first government of the XVII legislature, and was a therefore contemporary of the New Sabatini analyzed in the section above. In 2015 the Minister for Economic Development widened its field of application to include innovative small and medium companies, just as he had extended the New Sabatini.  [13:  Law 17 December 2012, n. 221, artt. 25-32.]  [14:  The advantages for innovative start-ups are priority and free access to the FGPMI.] 

The Minister of Economic Development (MISE, 2016) recognized the innovative start-ups’ merit in proposing a new entrepreneurial paradigm aiming at rapid growth, an international vocation, commitment to life-long innovation, a bent for inter-sectorial contamination and open innovation. The 2016 Minister held that if these values were to become systematic, they would be in a position to renew the entire entrepreneurial fabric, including its most traditional sites. In other words, the 2016 government held that if a new, young and innovative entrepreneurship were systematic, it could replace the old traditional generation. Everything revolved meaningfully around the conditional “if systematic”.
At the end of 2017, there were 7,852 more new companies in the innovative start-up category than at the beginning of the legislature. Figures rose from 544 in March 2013 (date in which the law was implemented) to 8,396 at the end of 2017[footnoteRef:15], with a uniform flow of 1,650 entries a year. The average unit sum for innovative start-ups guaranteed by the Fund for small and medium-sized businesses was around 210,000 euros. A few operations are recorded as approved, but not completed, either because the bank involved had rejected the request or the company itself had withdrawn. The cases of irrecoverable debts were a modest 0.9% of all the operations. [15:  Annual report of The Ministry of Economic Development (2017) on the state of enactment and impact of the policies for innovative start-ups and small and medium industries, Rome, 19 December 2017, available online at: http://startup.registroimprese.it/isin/static/startup/index.html?slideJump=32.] 

On a territorial level, besides Lombardy, Emilia Romagna and the Veneto, which boast the highest presence of small and medium companies, Lazio and Campania replaced Piedmont and Tuscany in the first five regions for the number of approved start-ups. The merit in this case may well belong to the protracted commitment of the Universities of Rome Sapienza and Naples Federico II. The first five regions accounted for 60% of the National total. Lombardy alone carries the weight of just under a quarter of the total (23%). Differently from what has been seen for the New Sabatini, this concessionary instrument has also brought benefit to central and south Italy. 
There were on average four partners involved in each innovative start-up, almost all male (80%), but in 15% of the cases there was a prevalence of females. The average age was not young (42) and at least 7 out of ten were graduates. The female partners were younger than the males and almost all graduates, far more than the males, and had foreign language skills. Before creating their start-ups, over a third of the partners had been employees, and another third had entrepreneur parents. Almost a half of the ex-employees had been trained as technicians/engineers.  
Side by side with the innovative start-ups, there is the category of the SME. They were also established many years ago, in 40% of the cases (MISE, 2017) are ex-innovative start-ups beyond the age limit and can no longer maintain the same status (lengthened in 2015 to 60 months). An innovative SME, however, is not subject to age limitations. Whatever, on 18 December 2017, there were only 705. The reason for this low number can be found in the delay with which regulations for some facilitations were put in place. Furthermore, there was a hold-up with the inter-ministerial decree implementing tax cuts for investments in the innovative SME, which are one of the more interesting measures extended to this typology. As for favorable credit terms given by the Guarantee Fund, their territorial distribution is just like that of the innovative start-ups, and therefore corresponds to the presence of SME in the territory. 
Some researchers (Finaldi Russo et al., 2016) have analyzed the economic/financial features of the innovative start-ups. From a comparison between the balance sheets of 1,800 of them and 135,000 other companies of the same age and size, it emerges that the former are decidedly more innovative than the latter, as could be surmised, with higher percentages of intangible plant assets, thanks to capitalized costs for research and development coming to fruition, plus brands and patents. Furthermore, for start-ups which have already begun production and sales, the sales volumes and assets are higher than for other companies.  
On the basis of what has been said, an answer can be given to the question put at the beginning of this section, i.e., “How many years would innovative start-ups need to replace corporations, in the hypothesis that the former continue to be established at the same rate and become part of the system while the latter stay put as they are?” Since from 2013 to 2017 1,650 innovative start-ups were formed every year while the total of joint-stock companies in 2018 was 1,623,359, the conclusion is that it would take more than a thousand years, which is infinite as a measure of time and lacks any real meaning. That means the public intervention supporting innovative start-ups is efficacious, but cannot be weighed down with impossible aims, which need to be sought elsewhere, via different strategies.
4. Support For Aggregate Requests and Jobs Act 
The second government of the XVII legislature[footnoteRef:16] passed as its first measures for aggregate requests an 80 euros bonus for teachers and the same some for those operating for the safety of the country (carabinieri, police, army). The beneficiaries were 11,000,000 Italians with a monthly salary under 1,500 euros[footnoteRef:17]. According to Marotta (2017), the efficacy of this measure has not been proved beyond doubt, given that estimations of the marginal desire to consumerism oscillates from negligible according to Inps to 100% according to Gagliarducci and Guiso (2015). Then in a work by Neri et al. (2017), the same estimations are put in an interval between 50% and 60% (with prevalently insignificant statistic values). Difficult, according to Marotta, to demonstrate on these bases that the merit for increased family spending in 2014 can be attributed to the Government’s measure.  [16:  This government, headed by Matteo Renzi, remained in office from 21 February 2014 to 12 December 2016.]  [17:  http://passodopopasso.italia.it.] 

With the market of productive factors, the first provision for timing and importance was the reform of labour law, the Jobs Act, articulated in legal measures[footnoteRef:18] carried out between 2014 and 2015. Between February 2014 and November 2016, the Jobs Act produced an increase in occupation of 656,000 units, two thirds of which on permanent contracts, together with a drop in youth unemployment of a little under 6%. The quarterly economic bulletins of the Bank of Italy[footnoteRef:19] record that in Italy: [18:  See the Poletti Decree and the Law 10 December 2014, no. 183.]  [19:  For 2013: Numero 71 gennaio, 72 aprile, 73 luglio, 74 ottobre; for 2014: Numero 1 gennaio, 2 aprile, 3 luglio, 4 ottobre; for 2015: Numero 1 gennaio, 2 aprile, 3 luglio, 4 ottobre; for 2016: Numero 1 gennaio, 2 aprile, 3 luglio, 4 ottobre.] 

a) For the whole of 2013 the cyclical phase remained weak, evolution of company confidence remained uncertain, only foreign exchanges upheld production. 
b) In 2014 there was an unstopped fall of the GDP, and near mid 2015 signs began to appear of a slow extension of the recovery, the labor market was stabilized, orders from abroad increased, but inflation was lower than foreseen, and the uncertainty of the overall picture weighed negatively on the rebooting of investments.  
c) In the second half of 2015 a gradual upturn appeared and was confirmed, stimulated by domestic consumption;
d) In 2016, domestic consumption continued its upturn, thanks to the labor market;
e) In the second half of 2016 companies programmed investments for an increase in the productive capacity of their plants, partly thanks to improved conditions of access to credit and the tax incentives approved in December 2015 (known as the Over-depreciation); A clearer rhythm appeared between bigger companies directed mainly towards the domestic market;
f) These investments, programmed in 2016, were set in motion only at the beginning of 2017. As the year passed, confidence remained high in the companies, as did the levels of production and investment flows. 
g) In the first quarter 2018, i.e., in the last of the XVII Legislature, the ratings of the companies stayed positive, though with less optimism over the uncertainty, due to economic and political factors in the operative context.  
To evaluate the impact of the government’s measures on industrial companies, we need to separate the overlapping effects from many other external variables. In this work, elaborations have been carried out on the aggregated balance sheets of the industrial companies contained in “Dati cumulativi al 31 dicembre 2017” (“Cumulative data on 31 December 2017”, Mediobanca, 2018)[footnoteRef:20]. [20:  2,075 companies were included in the census, a quarter depending on foreign groups and three quarters to Italian companies. Half of the latter were big or middle/big and a half were medium-sized; 90% (1,855 companies) were industrial. For sales volumes and investments, the sampling represented 50% of ISTAT companies with over 20 staff in 2017. This source of data was chosen for its ample time span, wide population and analytic precision.] 

In particular, value added on the net turnover calculated in this way was correlated to the installed productive capacity rate reported in the economic bulletins of the Bank of Italy. It emerges that the value added rose from 15.9% of the net turnover in 2012 (XVI Legislature) to 19.5% in 2017, as demonstrated in Figure 3; the company capacity utilization rate rose from 71% in 2012 to 77.4% in 2017, thanks above all to the increase in domestic consumption; the percentage of value added increased in line with the capacity utilization rate, according to a coefficient of determination in the very high linear regression (R2 = 0.9935), as can be seen in Figure 4. This last elaboration was repeated on the basis of similar ISTAT data. An even more significant simple regression emerged (R2 = 0.9967).
From a break-even analysis, these findings are in no way surprising, given that with the same fixed costs[footnoteRef:21], increased capacity utilization rate, the range between net revenues and variable costs[footnoteRef:22] widens, but this range is value added. It can be seen very clearly in Figure 5.  [21:  The fixed costs include the sum of the cost of work, depreciation of the technical assets (gross technical fixed assets) depreciation of the intangible technical heritage (deferred charges and goodwill).]  [22:  The variable costs coincide with operative consumption, i.e., acquisitions net of inventory variations, different revenues and capitalized costs.] 



Figure 3  Value Added on the Net Turnover


Figure 4  The Percentage of Value Added Increased in Line with the Capacity Utilization Rate
Source: Results based on Mediobanca Financial Aggregates of Italian Industrial Companies and on Bank of Italy Economic Bulletin
[image: C:\Users\Administrator\AppData\Roaming\Tencent\Users\3512379\QQ\WinTemp\RichOle\8CLWRAC_O8MY7WTMK$)TSHF.png]
Figure 5  Capacity Utilization Rate Range Between Net Revenues and Variable Costs

Thus, there is a more solid basis for the opinion which holds that between the end of 2012 (also that of the XVI legislature) and the end of 2017, the re-energizing of industrial companies expressed in the percentage of value added, comes from the measures passed by the government initially in answer to the aggregate public demand and then by the reform of the labor market. They were measures, which among others[footnoteRef:23], allowed companies to exploit their production plants almost to the maximum level, without/before expansion. In still other terms, the policy adopted in the first two years of the second government of the XVII Legislature generated a kind of revamping use of existing means of production. [23:  See, for example, among others, the latest edition of Tremonti (Guidi-Padoan), La Nuova Sabatini, the FGMI.] 

5. Overdepreciation 
In the 2016 paper quoted above, the proposal was put forward for the government to agree exceptionally to a two-year period for all medium-sized industrial companies to depreciate their eventual new investments with freely chosen coefficients, above tax maximums[footnoteRef:24]. Nevertheless, considering the probable limits to the financial coverage for such a norm, the proposal was limited to the medium companies which form the backbone of the Italian productive system. [24:  This suggestion was made the first time in May 2015 (Gallo, 2015). The concluding words were “The next legislature will take off turbocharged”.] 

If this proposal had been wholly accepted, for a couple of years medium companies would have leapt forward to make investments. Indeed, if a productive asset has a hypothetical ten-year productive life, the corresponding annual depreciation quota, instead of being equal to a tenth of the sum invested (to reconstruct it in ten years), could be superior as desired, up to reconstructing the whole sum invested, at the limit already of the first year. In this case, depreciation would be 10 times the ordinary one, i.e. it would be equal to 1,000% of the latter. From the second year onwards, for the following nine years, the asset would turn out to be already all depreciated. The advantage for the company would be that in the first year the higher depreciation put away would heavily reduce, if not wipe out, the taxable, and reduce levies on income. In this way, the company could be stimulated into making investments after its too lengthy lethargy. The State would, of course, suffer, but only at the beginning of the period, because afterwards the taxable would be full and would lead to a recovery of the higher taxation too, in that it would benefit from the economic growth generated by the investment. Another, and certainly not minor, effect would be to establish the principle that the State cannot decide when an entrepreneur must give back the capital he has invested.
In December 2015, with the 2016 Stability Law[footnoteRef:25], the second government of the XVII legislature took the cue from the above proposal and passed what it called the Over-depreciation 140%, thus emphasizing an increase which was much lower than the 1000% proposed.  [25:  Law 28 December 2015, n. 208.] 

In October 2016 the Bank of Italy advised[footnoteRef:26] that the industrial companies had expressed a cautious optimism on the investment conditions, but there was a hike in the number of companies which gave enough/much relevance to the effects of the credit measures on the investments in capital goods (Overdepreciation). The companies were planning new investments, in that they were inserting them in their 2017-2021 five-year plans, and therefore in the 2017 budget, given that it repeats the plan of the first year. After all, the measure was rapid, because it coincided with the installed productive capacity reaching a very high utilization rate, as is shown above. Companies generally mature the decision to extend their methods of production only if and when they have been well exploited.  [26:  In Economic Bulletin 3/2016.] 

The new investments, like those inserted in the 2017 budget, have implementation times which depend on the nature of the asset invested in. Times generally oscillate from a minimum under a year for single machines to a maximum of three years for new factories. The average is a year or 18 months for new plants or units inside an already existing factory. It follows that it was logical to estimate that investments begun in 2017 would deploy their effects in production at the end of 2018 and the following year, rarely before. 
6. Impact on Installations, Capital and Finances 
In the light of the partial conclusions so far reached[footnoteRef:27], it was to be expected that on 31 December 2016, there were no visible positive effects on plant assets and the rest of the financial and capital structure beyond the already noted recovery in economic management. To verify this hypothesis, a series of indicators have been elaborated on the basis of the aggregate balance sheet of the Mediobanca sample of industrial companies.  [27:  In short: there was a great improvement in the exploitation of the plants, but investments kicked in only later.] 

Indeed, in 2016 the net cash flow (cash inflow generated by the same internal management less new investments and less annual variation of net current assets) was positive, because the cash inflow was greater than the investments. It is clearly visible in Figure 6. It confirms that in 2016 companies went on investing less than they already could have with their internal resources alone and therefore at the end of the year they were in decline. Their useful life (hope of life) and age (effective length of service) of the means of production (PPE, i.e., Property, Plant & Equipment) both increased, not much, but still increased. The average useful life of the Italian industrial assets had passed 30 years, at 30.3, while for age they recorded 20 (19.19) (Figures 7 and 8). Thus, many production means in 2016 were still operating even though they had passed the useful age attributed to them when they were built, before the beginning of this century. They were therefore all depreciated, but were still working and therefore on one hand the sum of their gross technical fixed assets could not be removed from the financial statements. On the other hand, they did not require other depreciation to be put aside in the profit and loss accounts. They were like old cows which still give a low-cost milk and generate a strong and only apparent profitability.
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Figure 6  Cumulative Net Cash Flow (million euros)
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Figure 7  Useful Life
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Figure 8  ETA’ Media

The financial autonomy of the industrial companies (ratio between their own means, i.e., net worth and total assets) should have a theoretical value equal to 0.5, if the ownership and company creditors each put into the company a half of the resources to invest. In reality, the value of this indicator has always been around a third (0.33%), because the ownership puts in half of the money belonging to creditors, whether financial or commercial. Well, from calculations, it has emerged that in the famous 1988, when it is possible to date the beginning of de-industrialization, financial autonomy stood exactly at 0.33. From 2004 to 2015 it remained at 0.38. In 2016 it rose to the record level of 0.40. All this gives full confirmation to the conclusions reached here: in the years of decline, industrial companies used their non-invested cash surplus to reimburse debts, and consolidated their patrimony[footnoteRef:28]. This belies once again the idea that deindustrialization was caused by a credit squeeze. The causal link needs reversing.   [28:  In this they were also encouraged by ACE (Aiuto alla Crescita Economica), a tax benefit inserted in article 1 of the Law 214/2011, which rewarded capitalization activity excluding from the company’s revenue (IRPEF/IRES) the new capital introduced reserves and in the form of money or profits retained.] 

7. Industry 4.0
A comparison between the indicators calculated above for industrial companies and the characteristics of the fourth industrial revolution theorized by Schwab in 2016, named Industry 4.0, lead to the conclusion that the latter was not present in Italy right through 2016. And, indeed, it was only in December 2016 that the Gentiloni government[footnoteRef:29] inherited from its predecessor the Industry 4.0 National Plan, by means of the 2017 Law of Stability[footnoteRef:30]. The 250% Hyper-depreciation was the main instrument for incentives, the key to unlocking the Plan. It functioned by means of categories of beneficiaries which belie the technological neutrality of the norm[footnoteRef:31] and includes measures already in place for some time (Patent Box and Ace), i.e., general measures[footnoteRef:32] that have little to do with digital transformation. They are facilitations which had already been introduced the previous year for material goods for investment and not immaterial cognitive heritages.  [29:  This third government, led by Paolo Gentiloni, took office 12 December 2016. Published Gazzetta Ufficiale n. 297 del 21 dicembre 2016 (Supplemento Ordinario n. 57).]  [30:  See the Gazzetta Uficiale: n. 297 del 21 dicembre 2016 (Supplemento Ordinario n. 57).]  [31:  Annexes A and B to the law 232/2016 (“2017 Budget: legge di bilancio per il 2017”).]  [32:  IRES, IRI and cash-based accounting, productivity salary.] 

In the first ten months of 2017, domestic orders for machinery and equipment increased by more than 12% over the same period of the previous year (the total variation in the industry was +6.4%). It would therefore appear to be a direct effect of the facilitations, with a demand for 4.0 goods concentrated mainly on national producers. Importations of 4.0 goods rose, but less fast than those of manufactured goods overall (+5.7% and +9.6% respectively). 
All this was in line with the indications supplied by the Economic Bulletin of the Bank of Italy[footnoteRef:33]. After a 2016 characterized by a very limited growth, Anima, the Italian Association of Mechanical Companies, foresaw for its associates’ sectors a production increase of 3.7% (over 46 billion euros). The calculation was confirmed by the analyses of the Federmacchine Federation, which estimated for 2017 a 4.1% increase in the production of instrumental goods, the equivalent of 44.3 billion euros. [33:  Per il 2017: Numbers 1 gennaio, 2 aprile, 3 luglio, 4 ottobre.] 

Federmacchine also estimated that 65% of orders from the domestic market in 2017 would be acquired with Hyperdepreciation facilitation, and the remaining 35% with the Overdepreciation. The dynamics of the New Sabatini and the Tecno-Sabatini[footnoteRef:34], like the relative data on leasing, revealed a steady growth during the year (+9% financed by the leasing market in the first four months of 2017). The monitoring also offered points for other measures, particularly tax credit for R&D.  [34:  See the Ministry of Economic Development’s dossier, available online at: http://www.sviluppoeconomico.gov.it/ images/stories/documenti/Statistiche_Beni_Strumentali_agosto_2017.pdf.] 

According to the Bank of Italy[footnoteRef:35], the quota of industrial and service companies which planned a later increase in investment spending was 28% more than those which foresaw a drop.  [35:  N. 1, January 2018.] 

As for the other directives in the Plan, differently from those in the innovative Investments, the declared objectives were very far from being reached. Investments tied to the broad and extra broad band came up against and were slowed down by European norms, while the measures of the key directive concerning competences have yet to be put in place.
With no intelligent network aimed at transferring “4.0 knowledge”, the most obvious risk was that measures in force, particularly Hyper-depreciation, fed into a rush towards tax facilitations lacking coherent and meditated choices of company strategies. A prospective that risked undermining the efficacy of the measure, in the absence of the aim of transforming productive processes into the digital[footnoteRef:36] [36:  No sign as yet of the doubling up of enrolments forecast for the vocational schools (ITS). According to the 2017 Monitoring, available online at: http://www.istruzione.it/allegati/2017/Monitoraggio_ITS_2017.pdf, 79%n of its qualified school leavers (1,398) found jobs within a year after finishing the school, jobs that in 87.5% of the cases were in line with their school certificates. The upturn in enrolments, from 1,512 in 2015 to 2,374 in 2017, seems to be spontaneous, fitful while there was no acceleration which could have brought about a refinancing and an increase in offer from the ITS. The other measures in the directive still have to be defined, not having found any link to university Ph.ds, and even less to other actions destined for training managers. However, the announced network of cultural diffusion on the themes of Industry 4.0 is under way, articulated in a few, chosen Competence Centers in the form of public/private partnerships and in Digital Innovation Hubs (DIH) promoted by employers’ associations and chambers of commerce, working locally. Responsibility for the delay lies equally between the Government and the trade associations. The Ministry for Economic Development is receiving requests for vouchers for the purchase of hardware, software and services for digitalizing office processes.] 

While times and the modes of investments could be led back to a mere race towards tax benefits (the “machinism effect”), the essential productive processes and business models which could have allowed them to exploit to the utmost the potential of the new generation machinery and plants of the new generation were not reorganized. 
In this way, the Hyper-depreciation measure locked into the most classic of effects, replacing or modernizing instrumental goods, not centering the target of the fourth industrial devolution. 
8. Conclusions
The three governments following one another in the XVII Legislature between 27 April 2013 and 3 March 2018, all gave proof that they wanted to face the process of the impoverishment and ageing of the Italian productive system. In 2013 the first government carried out a public intervention backing the birth of innovative start-ups. It had been conceived at the end of the previous legislature, and passed a facilitating measure for the purchase of new machinery named the New Sabatini. 
From the analysis of the data, it emerged that the New Sabatini had aided a great number of small manufacturing companies, but the extent of modernizing production means was modest, and the territorial distribution of the beneficiary companies confirms the historic presence of small companies spread over Lombardy, Emilia-Romagna, the Veneto, Tuscany and Piedmont, so that the territorial dualisms of the Italian industry have not been toned down. The backing given the innovative startups has favored the birth of 1,650 new companies every year, even in non northern regions like Lazio and Campania. Though this interesting phenomenon was constant, the new innovative companies could not have replaced in a significant number of years the present Italian entrepreneurial class — uncertain, grown lazy. 
The stimulus to the aggregate public demand and the Jobs Act, passed in 2014 by the Renzi government, consented a high installed productive capacity rate to be reached in 2016 and only because of this, a refund of the value added of the industrial companies to their sales volume. In the moment in which this refund reached its highest point, the government introduced tax breaks for technical investments (over-depreciation at 140%). At last an Italian project for the Fourth Industrial Revolution had been set up.
The Gentiloni government put this project in place, but paying more attention to the material means of production and less to the updating of the intangible cognitive heritage, training and new jobs, called for by the sometimes convulsive changes in the world of technologies and markets.
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