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Italy’s productivity gap: size matters
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■

Italian firms are commonly perceived as being less productive than their best-in-class eurozone peers. A lower propensity to
innovate, to adopt frontier technologies and to invest in human and physical capital, along with a number of bureaucratic and
regulatory hindrances, limit the ability of Italian firms to grow and compete globally. While such perception might be justified
for the services and construction sectors, it is less so for manufacturing that is more exposed to foreign competition and
automation.

■

Our Chart of the Week, which reports the value added per person employed in the industrial sector (excluding construction),
challenges conventional wisdom by showing that Italian manufacturers, both large and small, are actually slightly more
productive (in absolute levels) than their German counterparts. However, for the whole industrial sector, Germany is
significantly more productive than Italy, simply because it boasts a higher share of large (i.e. high productivity) firms than
SMEs (i.e. low productivity). In Germany, indeed, large companies absorb roughly 60% of the workers who are employed in
the industrial sector as opposed to 30% in Italy. In other words, size matters.

■

For Italy to boost its productivity, policy efforts should focus on increasing the size of its firms through investments, mergers
and acquisitions, and improved capital market access. This way, the proportion of large companies, which tend to allocate
resources more efficiently than smaller ones thanks to economies of scale and higher exposure to foreign competition,
would increase, along with average productivity. At the same time, policymakers should adopt measures aimed at favoring
“up-or-out” dynamics within the SME group, where productivity dispersion tends to be very high. Key to fostering the growth
of small and young, but highly productive, SMEs is access to the capital markets, and in this respect the Capital Markets
Union is a priority.
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