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 ITATIAN ECONOMY: SPADOLINI'S FINANCIAL PACKAGE
1. After several days of febrile discussions and consultations S
; the Government reached agreement on 31 July, the deadline set by
: . Spadolini, on the contents of the Finance Bill for 1983 and on a
f series ol immediately effective economic measures designed to !
curb the expansion of the public deficit. The aim is to limit the
Lo PSBR in both 1982 and 1ﬂto around 60,000 billion lire (25,000 i
million) compared with recent estimates of 74,000 billion lire for
1982 (as against the planned 50,000 billion ceil ing) and 100,000 1
billion Zor 1983. This requlzg finding additional revenue during :
the next 17 months of about 20,000 billion lire and cutting
planned cxpenditure by some 37,000 on lire. Part of the ad-
s:8itional revenue will come from récent fiscal amnesty legislation
about 7,000 billion lire, of which 4,000 billion lire in 1982),
P from charges in collection procedures for petroleum taxes and from
; increase: already scheduled to come into force from 1 August in \
tariffs “or electricity, rail travel and telephones. The package
: of measures

ch have now come into force is expected to bring in
additional revenue for 1982 of about 8,500 bi lion lire whilst a
further #.-5,000 billion will reéult from accounting adjustments.

No decisions have been made about the details of spending cuts, which
will not come into force until 1983 in any case.

2. The following provisions came into force by Decree-law at
midnight on 31 July but must beratified by Parliament within 60 days:

i) Tncreases ia manufacturing taxes on petroleum products, 1
riethane gas for motor vehicles and beer. The price of '
super grade petrol went up by 100 lire per litre, includi:.g
VAT increaces, and is now 1,120 lire. This manoeuvre is
cxpected to bring in about 2,600 billion lire on an annual
Yasis; / ii) Minor



ii) Minor contraventions of town planning regulations
can be regularised by payment of a donation to the

local avthority. This should bring in sbout 2,500

billion lire;

iii) Tax or banana consumption increased by 50%.
(Additional revenue about 50 billion lire.)

iv) Employers' social security contributions are
increased by 2.15% of payroll. However, the fis=- .
calisation measures whereby the State takes over
part of social contributions are extended to the end
of this year.

3. Mo further Decree-laws increasing VAT and company tax were
also approved and will come into force as soon as they are
published in the Official Gazette. Company tex is to be increased
from 23% to 25.°% with an additional 0.36% for this year.

4. Changes in VAT have been carefully selected to avoid triggering
off a large increase in the scala mobile wage indexation scheme.
The zero rate ard 2% rate remain unchanged. The 8% rate for
preserved milk, eggs, rice, wine, wocl, dried beans, coffee,

gas, electrical energy for lighting and washing soap also remains

unchaaged, whilst it is increased to 10% for other products in %
the geoup. The standard 15% rate (which includes cars below 2000 :
oc anl petrol) increased to 20% and the 35% rate:for luxury
goods to 38%.

5. Mae Finance Bill outlines other measures whose details will &
be dezided later, concerning in particular the National Health :
Service, other :ocial security berefits, local authority finance
and limits to State transfers for public utility services. A
Bill for the reform of the pensionssystem aims to put the finances
of INPS (the National Social Security Insitute) on a sounder
footiag. Pensicn increases, for example, should® subject to a
13% 1limit in 19€3 and a 10% limit for 1984. Additional fiscal
measuces designed to bring in a further 7,000 billion

re, including
anti-svasion me:sures, are expected in the autumn. But all thege
provisions are et to be debated in Parliement with the consquens
Tisk of weakeni ; amendments.
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6. Press reactions gave a cautious weloome to the measures

adopted by Spadolini's government . There was praise for the
goverrment's courage in imposing tax and price increases but
ment might not be able to decide on
eXpenciture cu La Repubblica (leftw g) ¢ cised the
TEEST 65 Tor coning too late and for hitting firms rather than
the rich. Il Sole (Confindustria-owned financial daily) con-
centrited on the requirement for public expenditure cuts and the
need o meke public expenditure more productive. The three
trede union fedecations, in a joint statement, attacked the

measwres for raising the cost of mass consumption items. Con-
findustria, the uain employers' federation, is worried because
the pt.ckage‘ will raise production costs and may be recessionary.
The political pecties meking up the governing majority

welcoied the mee3ures but recognise that further provisions
still need to be adopted. The PSI cautions thal its attitude
will lepend on these future measures: The FCT through Unitae
has a:mounced its resolute opposition to the government's measures,
end criticised them for doing nothing to encourage production.

7. Comment to follow.
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