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Introduction

In the late 1970s, Giovanni Sartori 
(1976, 18–24) reminded us that 
the most fundamental task of par-

ties in democratic parliamentary sys-
tems is to combine political represen-
tation and economically responsible 
government, an increasingly difficult 
task in the context of the current post-
crisis political delegitimization trend. 
Recently, scholarship on political par-
ties (Karremans and Lefkofridi 2020; 
Linde and Peters 2020) has built an 
emerging literature on Peter Mair’s 
insight (2014) that ruling parties live 
in an era of a widening gap between 
the growing complexity of governing 

Populists try to capture not 
just institutions and value 
systems, but also growth  
coalitions that anchor their 
economic legitimacy.
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in a world of interdependence riveted by policrises and the pressure to respond 
to increasingly polarizing electoral demands. Today there is a strong consensus 
that the political effect of the European crisis management paradigm has been a 
clear widening gap between leaders’ ‘responsiveness’ towards their constituen-
cies and their ‘responsibility’ arising from commitments through supranational 
rules or governance, with responsibility trumping responsiveness, particularly in 
fiscally constrained member states (Mair 2014; Schmidt 2020; Hopkin 2020). 
Electorates are aware of this squeeze on domestic policy choice.

Linked to the issue of the political delegitimization of liberal centrist ruling 
coalitions, and the consequent rise of popular discounted anchored electoral 
preferences, scholarly attention to populism has increased in the past decade 
(e.g. Verney and Bosco 2013; Kriesi 2014). However, a commonly accepted 
definition is still lacking as disagreements abound on categorization, labels, and 
the boundaries between its different manifestations (Mudde 2004). We can 
identify a few valences of the term that are present in the scholarship dedicat-
ed to the study of populism: a) an unscrupulous and instrumentalized political 
rhetoric capitalizing on a ‘diffuse public sentiments of anxiety and disenchant-
ment’ (Betz 1994, 4); a ‘thin’ or ‘weak’ ideology that is predicated upon the 
separation of society between two antagonist and homogenous groups such as 
‘the pure people’ vs. ‘the corrupt elite,’ which claims that ‘politics should be 
an expression of the volonté générale of the people’ (Mudde 2004: 543); c) a 
type of organization characterized by the presence of a charismatic (new kind 
of) leadership (Taggart 2000; Eatwell 2003); d) a particular unmediated style 
of communication (Tarchi 2002; Jagers and Walgrave 2007). Also, there is a 
clear distinction between right-wing and left-wing populist movements (Caiani 
and Graziano 2016). The latter identify the ‘people’ in socio-economic terms, 
such as the working class exploited by the bourgeois elite, while the former refer 
to the ethnic nation (Abts and Rummens 2007). In economic terms, populism 
can also be dubbed a “political risk shock” (Balduzzi et al. 2020) with adverse 
effects on the real economy of a country governed by populist parties, also rais-
ing concerns about fiscal stability and debt sustainability, even more so in the  
Italian case.

There is a strong connection between the rise of populism(s) across Europe 
and worldwide and the interest in the responsive-responsibility nexus, which 
has been discussed at length. However, there is still little research on how par-
ties that themselves amplify polarizing demands as an electoral strategy work to 
find an economic policy balance between their representative and governing 
duties. On the point specifically, our article aims to deepen the scholarship on 
populism focusing on a comparative analysis of the economic, social and fiscal 
policies of centrist and populist Italian governments, recasting populism as a 
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specific type of ‘policy balancing act’ through the amplification of polarizing  
demands aimed at editing through targeted social extension and the inclusion 
of existing growth model coalitions. Indeed, (far-right) populists upset the lib-
eral expectations of global capitalism and challenge the European political and 
policy status quo. As such, their rule should be fragile. To deal with this fra-
gility, populists need to, at a minimum, bolster their domestic political power 
base and ensure that the state can refinance itself and live within the economic 
rules of the eu. This paper attempts to address this issue in the context of com-
paratively analyzing the governing record of what one could ecumenically term 
anti-system rightwing governments that call themselves “national-conservative” 
(Jonathan Hopkin 2020), and that scholars have termed in various ways: popu-
list (Mudde and Kaltwasser 2017), post-fascist (Newth and Maccaferri 2022), 
authoritarian capitalist (Scheiring 2020), or illiberal (Greskovits 2020; Bruszt 
and Langbein 2020; Rivera Escartin 2020) and social-democrat or liberal cen-
trist governments in the recent political history of Italy. In order to account for 
the structural pressures and constraints imposed by the (crisis) of the Italian 
growth model itself, preceding the populist stints in government, we pursue a 
historical and comparative approach analyzing the fiscal and economic policies 
of centrist and populist governments, spanning a period of approximately 10 
years, in order to outline the dynamics of growth coalitions building and the 
intricacies of coalitional bonding. 

Analytical Framework

A rich literature tells us that in order to entrench themselves politi-
cally, far-right populists resort to a combination of polarizing identity 
discourse, institutional strategies that mean rigging the electoral game, 

systems for managing conflict inside the ruling party or coalition, diluting the 
separation of powers or weakening the rule of law (Pappas 2014; Enyedi 2016; 
Bugaric 2019), with “autocratic legalism” (Scheppele 2018) and “occupying” 
civil society (Greskovits 2020) in tow. Yet, to be complete, this conventional 
story should take growth regimes and the debt management perspective seri-
ously. First, the literature tells us that even the most effective authoritarians need 
economic legitimacy for a successful rule. Regimes as repressive and entrenched 
as the East European communists (Weigle and Butetrfield 1992; Ban 2016), 
contemporary Kazakstan, or the current Chinese regime (Weber 2021) sought 
to deliver to critical swathes of society to ensure regime stability. Delivering the 
economic goods to a domestic base is easier for some than for others, however. If 
we take into account the literature on the politics of the growth model (Baccaro 
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and Pontusson 2022), we can expect that far-right populists should also seek to 
enlarge the dominant growth coalition within the structural constraints of the 
growth model by including previously marginalized social forces in the distribu-
tion of economic opportunities and gains. 

In this context, growth coalitions are hereby understood as coalescence of 
sectoral interests the members of whom are 

first and foremost firms and business associations, but fractions of labor are also 
included, albeit in a subordinate position, if their interests are in tune with the 
sectoral profile of the growth model and can be accommodated without impairing 
the latter’s functionality. (Baccaro and Pontusson 2022: 205)

These do not necessarily coincide with electoral majorities, as “in normal times, 
dominant growth coalitions typically succeed in insulating themselves from the 
electoral arena as mainstream political parties converge on key growth model 
policies,” but 

shrink in numerical terms and the ranks of losers swell during economic crises and 
sustained periods of economic stagnation, favoring the emergence of new parties—
or factions within mainstream parties—that challenge existing policy paradigms 
(ibid), 

rendering the growth model itself politically contested. Populist ‘governments 
of change’ stand to represent precisely that challenge. As such, populism has to 
be understood in the broader context of sputtering growth models that failed 
to deliver to large constituencies well before the 2008 crisis (Hopkin and Blyth 
2018: 207–212).

What matters, though, from the perspective of this paper, is that a legitimacy 
and growth coalition perspective on populism and centrism entails the identi-
fication of the sectoral interest alignment status quo ante and after during the 
populist government, the fundamental task being the monitoring of who ben-
efited from the macrofinancial, regulatory, industrial and social welfare policies 
of the government and how the beneficiaries’ interests can be linked to each 
other. First, where the dominant growth model was not an entrenched, but a 
transitional (and therefore less functional) export-led one, and where boost-
ing domestic consumption still counted as an important contributor to growth 
(Italy, but also Poland) (Baccaro and Hadziabdic 2023), when faced with the 
declining export competitiveness problem of Italy, the populists had stronger 
incentives to include labor and particularly the numerous precariat into the 
growth coalition.
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Second, even after ensuring a firm control over the domestic institution-
al game and after enlarging the growth coalition underpinning the domestic 
growth model, governments remain vulnerable to external forms of coercion 
regarding their capacity to manage government debt. In this regard, Italy was 
a highly vulnerable country, and therefore when the populists came into of-
fice, both international organizations and market actors were quite skeptical 
about their fate. However, the Conte I government, while facing the Euro-
zone’s highest debt, nevertheless had access to ecb emergency lending, ruled 
over a country that was universally judged too big to fail, had export markets in 
buoyant growth, calm bond markets in the Eurozone, and a currency (the euro) 
close to the top of the global hierarchy of money (Jones 2021). 

However, if we complete this picture by taking into account the political 
literature on state debt (de)financialization and the state’s reassertion of control 
over financialized capitalism (Ban and Bohle 2020; Karas and Dönmez 2023), 
it becomes clear that Italy had insignificant policy space: vulnerable to bond 
market sentiment, with its policy options limited by eu and particularly ecb 
preferences for what constitutes sound policy.

To piece together the transformations of the Italian growth model frame-
works and growth coalitions adjustments, we have to retrace the distribution of 
the ‘politics of policy choices’ and the ‘politics of democratic legitimation’ (Bac-
caro, Blyth, and Pontusson 2022) following the continuities within the ‘policy 
paradigm’ (Hall 1993), by looking at economic and fiscal measures implement-
ed by the centrist pd governments between 2013 and 2018 and the populist 
(far-right) governments between 2018 and 2022. We aim to contribute to the 
literature on growth models (Baccaro, Blyth, and Pontusson 2022) and growth 
coalitions (Baccaro and Pontusson 2022) by highlighting the key economic  
and fiscal measures through which the Italian political governments reproduced 
the extant growth coalitions (on the congruence of interest between sovereign 
parties and dominant coalitions, see Hopkin and Blyth 2018) and their attempts 
to tweak them in various ways. The main argument is that the crisis of the Ital-
ian growth model, wavering between boosting internal consumption and ex-
ports, invited Italian political entrepreneurs to project various combinations of 
responsiveness and (orthodox) responsibility. 

Signaling a return to an Italian export-led growth model, the post-crisis cen-
trist and populist governments’ strategy was geared towards: 1) facilitating ac-
cess to credit and liquidity for domestic and export oriented factions of capital; 
2) a fiscal policy of tax alleviations and exemptions benefiting mostly businesses 
and the self-employed; 3) increased financial support schemes designed with 
a special interest for exporters; 4) legislative deregulation of the labor market 
and the curtailing of collective wage-bargaining powers, benefiting all factions 
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of capital; 5) populist ‘nativist’ social programs facilitating the inclusion of the 
‘working poor’ in the growth coalitions. And, contrary to electoral promises, 
populist governments continued the responsible approach rewarding exporters 
and signaling allegiance to an export-led growth model, while responsiveness 
was limited to the introduction of rdc.

To sum up, we look at the Italian case study to asses the centrist and populist 
capacity to avoid the economic costs incurred, domestically, by confronting the 
demands of the national growth model and, externally, by the constraints posed 
by eu membership and bond market access. 

The Crisis of the Italian Growth Model:  
A Constrained Consumption-Led Growth Model

Between 1994 and 2007, the contribution of net exports to gdp growth 
was negative for Italy, and domestic demand was the primary driver of 
economic growth. However, in contrast to Britain, where the same hap-

pened, in Italy household consumption grew much more slowly (Baccaro and 
Pontusson 2016: 188). While some blame this on the lack of structural reforms, 
fiscal looseness and the debt overhang (Alesina et al. 2019), others point out 
that the country implemented a vast array of disruptive reforms: labor market 
liberalization that reduced productivity growth and facilitated the survival of mar-
ginal firms; the austerity demanded by the Stability and Growth Pact and Fiscal 
Compact cut domestic demand; and domestically-oriented small firms, once cel-
ebrated as the engines of the Italian economic miracles of the 1980s and 1990s, 
hit demand ceilings created by internal devaluation. As for exports, the growth 
model literature showed that to the extent that exports are price sensitive, their 
growth requires a repression of wages and consumption to prevent an apprecia-
tion of the real effective exchange rate. Export industries also did not manage to 
gain in global market shares due to several factors: labor-intensive vulnerability 
to emerging markets, lack of fiscal space to boost r&d, and the negative side of 
Euro membership for price competitiveness (Karagounis et al. 2015, Baccaro and 
Bulfone 2022; Meardi and Guardiancich 2022; Tassinari 2022). 

During the 1990s, the centrist managers of Italy’s growth model sought first 
to boost the external competitiveness of its manufacturing sector, entering the 
Euro with a ‘German’ strategy of competitive devaluation, accompanied by the 
abandonment of industrial policy (Bianchi, Labory, and Pontarollo 2010), a de-
cision that decimated entire sectors (telecommunications, software, chemicals, 
transport equipment), leaving smes mainly active in machine production and 
low technology industries (Onida 2004). In the 2000s, governments attempted 
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to shift to a Spanish-style stimulation of domestic demand, but without Spain’s 
low public debt and insufficiently internationalized banks. Most importantly, 
this shift was hard to accommodate in the Euro (Johnston and Matthijs 2022). 
The result was that both domestic demand and export demand declined 0.25% 
per year during 1998–2018 (Storm 2019: 213), even as net exports became a 
growing contributor to gdp growth (Bugamelli et al. 2018). By eliminating 
the possibility of exchange rate devaluation in a country that had used this tool 
repeatedly in the past, the euro contributed to a structurally overvalued real 
exchange rate for Italy, making export-led growth more difficult to achieve and 
leaving internal devaluation (austerity and wage depression) as the policy work-
horse (Blyth 2013, Perez and Matsaganis 2018). At the same time, the emu 
did not bring to Italy the benefits of the financial depth that could compensate 
with credit what is lost through demand-side policies (Ban and Helgadottir 
2022). Against the background of chronically elevated public debt, Italy there-
fore faced structural constraints to kickstart the domestic demand engines  
(Baccaro and Pontusson 2023). 

Between constrained domestic credit, constrained domestic demand and 
shrinking external competitiveness, Italy inevitability faced dismal realities: be-
tween 2000 and 2009 growth rates plummeted to a measly 0.12% per year, 
turning negative in 2010–2014 (-0.65%) (Baccaro and D’Antoni 2024, 2), 
with a weak recovery (1.3% on average) between 2015 and 2018 (Baccaro and  
Bulfone 2022, 297). Its export complexity diminished, falling from the 13th 
place in 2000 to 19th in 2020. Investment (measured as gross fixed capital for-
mation) fell from 21% in 2000 to 18% of gdp in 2008, well below other core eu 
member states and Eastern Europe.

The growth coalition attached to this stagnant growth model was comprised 
of smes (67.1% of value added in the non-financial business economy and 78.5% 
of employment) active in industry, construction, trade and services (sba Fact-
sheet 2018: 2), large export-oriented firms—1,276 in total, based around ma-
chinery and equipment—18% of total exports; transport (11%); base metals and 
metal products (11%); textiles, clothing, leather and accessories (11%); food, 
beverages and tobacco (8%); chemicals (7%); rubber and plastic products, other 
non-metallic mineral products (6%); and pharmaceutical, chemical-medicinal 
and botanical articles (6%) (sba Factsheet 2018); middle-income salaried work-
ers with open-ended contracts; and, lastly shopkeepers and sme owners (attract-
ed by a controversial measure to increase the limit for cash payments) (Afonso 
and Bufone 2019). 

In the next sections we shall look at the key economic and fiscal measures 
through which centrist and populist governments reproduced and edited the 
growth coalitions. The main argument is that for reasons having to do with 
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domestic and external economic structures, the crisis of Italy’s growth model 
invited Italian political entrepreneurs to project various combinations of respon-
siveness and (orthodox) responsibility that nevertheless did not, beyond the 
rhetoric, substantially alter the status quo. Across all cases, cabinets did static co-
alitional bonding by balancing the domestic-oriented and the export-oriented 
factions of capital, while largely sacrificing middle-income workers and reaching 
out to the previously excluded precariat. Still, Italy’s populist episode highlights 
the value of external constraints on political drives to extend the growth coali-
tion to the precariat.

pd Centrism: Letta–Renzi–Gentiloni (2013–2018):  
Steering the Growth Coalition out of the Rubble of the Crisis 

In the aftermath of the crisis and the ordoliberal politics of austerity, the 
Italian economic picture looked dismal. Initially, through labor market 
liberalization and tax cuts for corporate income, centrist pd governments 

took upon themselves the task of ‘levelling the playfield,’ through policies of 
tax reduction and public guaranteed credit funds, for all factions of capital, as 
the economic recession affected all sectors. Then, after 2014, particular fac-
tions of the growth coalition received targeted policy measures, such as the 
domestic construction sector, the innovative and export-oriented smes, or the 
big domestic capital through subsidies, access to credit and public funds, dis-
cussed in detail below. The domestic-oriented construction sector awaited the 
unlocking of 43 billion euros worth of ‘stuck’ public works, while smes operat-
ing in high-tech manufacture exports and cutting-edge services were privileged 
though public credit and investment stipulated in the Industria 4.0 plan, but 
also tasked with the mission to carve a larger share of international markets for 
Italian products, though international marketisation breakthroughs of high-end 
manufacture spearhead products. What did each of growth coalition members 
get from the centrist government?

The post-crisis flight of foreign capital, the contraction of credit (Jones 
2021), the restriction of the availability of capital (Hopkin 2015) and fiscal 
austerity policies that squeezed domestic demand shaped the policy agenda of 
centrist pd governments and modelled their policy paradigm. Both domestic and 
export-oriented factions of capital were affected by high borrowing costs and the 
contraction of credit, while the domestic construction sector was badly hit by the 
‘put on hold’ public works worth approximately 43 billion euros.

As the head of a government dubbed ‘delle larghe intese,’ Enrico Letta at-
tempted to balance the components of the growth coalition (in the wake of the havoc 
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wrecked by Monti’s austerity measures), while attempting to also include in it the 
economically inactive Italian youth (youth unemployment rate of almost 40% in 
2013). Letta’s measures favored domestic capital over the export sector and 
support for the least privileged sections of labor and smes.

The ‘decreto del fare’ (June 2013) was the central measure of Letta’s cabi-
net, intended to fight high unemployment as a primary objective, but also to 
award the domestically oriented construction sector. A 2 billion euro fund was cre-
ated in order to restart the public works already begun (e.g., the third metro 
line in Rome), the money being diverted from ambitious infrastructure works 
already planned (e.g.: the tav Turin-Lyon, the bridge over the strait of Messina, 
etc.). In total the government invested around 10 billion euro in infrastructure 
work through the Legge di stabilita of 2014. The financial incentives favored 
the construction sector with susie-funded cost deductions of 23 billions euros 
for building restructuring and energetic reconversion (mef 2014).

The premiership of Enrique Letta was marked by an attempt to support pro-
ductive activity and boost competitiveness in order to fight high unemployment 
rates (mef 2014). Fiscally, smes and large companies were incentivized with a 
reduction of irap for hiring with an open-ended contract (mef 2014). Letta’s 
cabinet allocated 168 million for internships targeting jobless and out-of-school 
youth and approved a package focused on people under 30, with tax breaks for 
firms that took on workers aged 18–29 on permanent full-time contracts. A total 
of 1.5 billion euros were allocated to fund the package. In a timid bid to support 
Southern production, 80 million euros in aid went to small enterprises in the 
Southern regions and another 80 million to re-finance an Action and Cohesion 
plan aimed at the development of Italy’s Southern regions (Ansamed 2013). In 
terms of fiscal policy, for 2013, Letta’s cabinet suspended the imu (the tax on 
real-estate for primary residences and farms) introduced by Monti’s cabinet.

Fiscal measures targeted directly the energy sector but were in favor of domes-
tic consumers, only starting in 2014, when the subsidies allocated to the energy 
producers were connected to the market price of natural gas (much lower), 
rather then the one of oil (as in 2013). The domestically oriented green energy 
producers were also favored fiscally through the abolition of the Robin Tax 
(+13 ires). To solve sme undercapitalization and access to credit, an increment 
of approx. 3 billion of the Fondo di Garanzia was envisioned, but with a focus 
on domestically oriented smes. An additional 5 billion for machinery acquisi-
tion would go to firms through an insurance scheme guaranteed by the Cassa 
depositi e prestiti. 

Letta’s premiership came to an abrupt end following a public falling out 
with Cofindustria. Unsatisfied with the social polices implemented by Letta’s 
government, Cofindustria pushed for cuts to public spending and the easing 
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of taxation and labor rules, as the prognosis for economic growth shrunk to 
0.6–0.7% for 2014.

Of the three centrist prime ministers of the pd, Matteo Renzi pushed for a 
personalized political leadership, playing the anti-austerity card. His economic 
policies focused “on economic recovery, rather than stability” (Bastasin 2014) 
and a publicly sustained inducement of stimulus of demand, designed to secure 
the position of middle and working classes in the growth coalition.

To combat the effects of the crisis on the Italian economy and with no initial 
strategy of privileged policy-design access of any particular faction of capital, but also 
with no particular attention to large firms, Renzi’s cabinet put forth a series of 
non-discriminative measures to benefit smes1 across all productive sectors. sme access 
to liquidity and the consolidation of their presence on international markets 
were pursued. In 2013, to counter the undercapitalization and limited access to 
credit of smes, the Government issued the decree ‘Nuova Sabatini’ (November 
2013), targeting micro, small and medium enterprises, all productive sectors sup-
porting them in acquiring instrumental goods through the contribution for the 
payment of interest paid by businessws on bank loans up to 2,000,000 euros. 
To battle the credit crunch, the ‘Fondo di Garanzia per le pmi’ was expanded, 
in 2017, with a surplus of 500 million euros. The long-term individual savings 
plans were introduced in early 2017 to channel private savings towards invest-
ments in financial instruments issued by Italian companies.

The most notable Renzian measure remains the Jobs Act (2014). It was sold 
as an attempt to re-regulate temporary employment (Picot and Tassinari 2017), 
but was actually designed to further liberalize the labor market and curtail col-
lective wage bargaining power to the clear benefit of the big Italian companies. 
Welcomed by Cofindustria and the Italian employers, the Jobs Act eased firing 
restrictions for large companies, while offering generous fiscal incentives for compa-
nies that hired permanent workers on new, less protected terms. Renzi pledged 
nearly 2 billion euros of public money for the financial incentives for companies 
to hire. As big business welcomed the tax breaks and the easing of firing restric-
tion, Workers’ Unions retaliated against this undermining of basic labor rights. 
The abolishment of Article 18 became the trademark of Renzian allegiant 
politics towards the large domestic capital, job reinstatement being replaced 
by monetary compensation for all instances of economic dismissal (Picot and  
Tassinari 2015). A reform of unemployment benefits (ubs) completed the Jobs 
Act, as UBs were made conditional upon active attempts to seek employment 
and their amount was to be progressively reduced every month (Perulli 2015).

Fiscal policies rewarded domestic business and the self-employed, as testified by the 
reduction of irap and ires, in 2017. Renzi planned to reduce taxes by 18 billion 
euros ($22.8 billion) in 2015, with 6.5 billion being set aside to slash irap. An-
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other 10 billion euros would go to extending an income tax cut for low earners; 
1 billion euros for tax breaks to companies that hired new full-time staff; and 
500 million euros to help families (Landucci and Guarascio 2014).

Starting in 2014, policy making became discriminative, clearly attempting to 
award the domestic oriented factions of capital, such as the construction sector and 
the large domestic capital (energy, automotive, financial, telecommunication, high-
end fashion and high-end agrifood). To appease the domestic construction sector 
affected by the previous austerity policies, Decree Law no. 133/2014 ‘Sblocca 
Italia’ (September 2014) was a flagship measure of Renzi’s cabinet intended to 
facilitate the implementation of major projects, civil works, and infrastructure, 
suspended by crisis and austerity, pledging 4 bn of public resources to the kick-off 
of planned infrastructures and 2.2 bn of private resources invested in highways. 
anie Cofindustria welcomed the project, but were later disappointed by a curtail-
ing of funds to 10 billion euro, deeming it ‘solo briciole/just breadcrumbs.’2

To appease domestic smes, specifically those involved in high-tech manufacturing 
and knowledge-intensive services, the ‘Industria 4.0’ plan acted as an incentive 
to increase innovation. Then, in order to strengthen the position of export-orient-
ed factions of capital (agrifood, luxury goods, high-tech manufacturing) in the 
growth coalition, the national plan ‘Made in Italy’ (Piano Straordinario per il 
Made in Italy) was set up. The plan had an initial budget of 220 million euro 
and received an additional 140 million euro in 2018 to fund support measures 
targeting smes (sba Factsheet Italy, 2019).

When it came to labor, it was explicitly targeted with measures better fi-
nanced than Letta’s: 10 billion euros would go to extending an income tax cut 
for low earners and 1 billion euros for tax breaks to companies that hired new 
full-time staff, and 500 million euros to help families (Landucci and Guarascio 
2014). The signature policies aimed at securing the position of the middle and 
working classes in the growth coalition also included the newly born bonus 
(‘Bonus Bebè’), the ‘80 euro bonus’—cuts in personal income tax for employ-
ees earning less than 25 thousand euro before taxes, the provision impacts for 
about 9.5 billion higher expenses3 (mef 2015); the increase of capital income 
taxation; the elimination, in 2016, of the property tax on the primary residences 
(Bazoli, de Poli, and Fiorio 2019: 37), a measure said to have saved Italian 
homeowners 3,6 billion Euros.

Finally, a renewed interest in Italian exporters was shown by the third centrist 
cabinet, where the leadership of Paolo Gentiloni continued the policies support-
ing sme activity. In July 2017, a 38 million euro fund for the program ‘vouch-
er per l’internazionalizzazione’ was introduced, specifically designed to facilitate 
small and micro enterprise access to and the consolidation of their position on 
the international market. 
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Bolstering the Italian Growth Model, Expanding Its 
Growth Coalition: Populist Governments 
The Constrained Expansion of Italy’s Growth Coalition

In 2018, new ideas on reviving the growth model emerged, upending the 
centrist static nature of work on coalitional bonding. Following elections, 
the populist M5S and the far-right Lega formed ‘governments of change’ 

under Giuseppe Conte’s leadership, aiming to signal a higher degree of respon-
siveness to socio-economic demands from below (Afonso and Bulfone 2019;  
Giannetti, Umansky and Send 2024). The two Conte cabinets managed to 
“edit” the growth coalition. They did so by bolstering the sme sector with un-
precedented measures and by reaching out to previously neglected social groups 
(the working poor and smes in the South) and treating external constraints with 
responsibility. This enlargement took place in ways that bolstered the require-
ments of a crisis-ridden consumption-led growth model hybridized with the 
increasing exportist commitment dictated by Euro membership. However, the 
attempt to ‘reinvent’ political agency based on new political ideas inspiring a 
significant expansion of the growth coalition was hamstrung by the fact that this 
coalition was fractious, born from a contradiction between eu membership and 
demand-side policies demanding fiscal space in a country that was seen as not 
having one: the m5s pledged to implement major redistributive programs, while 
the Lega promised supply-side measures for small and medium domestic capital-
ists (national-neoliberalism). Furthermore, any measures with significant fiscal 
impact in a highly-indebted country without its own central bank meant that the 
populist coalition had to negotiate its moves within the governance of the Eu-
rozone. However, political agency as a form of responsiveness manifested itself 
clearly, albeit not without structural constraints, across the canvas of measures 
attempting to reconfigure the growth coalition. The clearest deviation from the 
centrist playbook was a growth theory that balanced the exportist drive required 
by the Euro and the consumption drive of Italy’s traditional growth model. 

The measures designed to boost consumption by tackling the low income la-
bor’s propensity to spend were central to populist growth coalition editing. The rdc 
marked a watershed in this regard. It targeted the “working poor,” in the context 
of a labor market that underdelivered permanent jobs at the bottom of the wage scale 
(fig. 1). The Conte I government substituted the Renzi-Gentiloni ‘Reddito do 
Incluzione’(rdi) with the ‘Reddito di citadinanza’ (rdc), the flagship measure 
of m5s’ electoral program (Decree Law no. 4/2019). This was seen as ‘the big-
gest transfer of public resources in favor of the poor ever attempted in Italy’ 
(Baldini and Gori 2019: 269). It benefited 5 million people in absolute poverty 
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and 1.3 million families. No less than one million individuals were lifted out of 
poverty by the citizenship income by 2020, at a cost of 7.2 billion euros, or 0.5 
of gdp (Baccaro 2022). The coalition was further broadened through making 
early retirement easier, quashing a measure adopted by the Monti government 
(Cavalieri, Russo, and Verzichelli 2018).

Fig. 1. Employment change by broad job quality quintile in Italy 2011–2019

 
Source: Eurofound, https://www.eurofound.europa.eu/data/european-jobs-monitor.

These were not trivial interventions. Taken together, they led to budget 
problems that created a responsibility challenge during the ensuing conflict with 
the European Commission (Codogno and Merler 2019), whose threat to open 
an infringement procedure for excessive debt triggered a negative sovereign 
bond market signal that forced the Conte government to reduce the more gen-
erous budget allowances needed by these measures (Conti et al. 2020: 337). 
The resulting poor and uncertain financing (Giuliani 2022) drastically under-
mined the span of the growth coalition expansion to large families and those 
without Italian citizenship but who have been in Italy for 10 years (Giugliano 
2019), a move that bolstered the argument about the enduring familism of 
Italian welfare policy (Meardi and Guardianchich 2022). Since the measure did 
not hurt corporate balance sheets, the Lega did not veto it. This was not the 
case with m5s’s redistributivist attempt to expand the growth coalition from the 
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working poor into broader strata via a higher minimum wage. This m5s mea-
sure was vetoed by the Lega, for whom it hurt its electoral anchor in the sme 
factions of the domestic capital (Afonso and Bulfone 2019: 250).

These tensions also featured in the Lega/m5s government’s labor market 
policy. In 2018, the m5s successfully pushed for a labor market reform known 
as the ‘Dignity decree.’ However, the Lega blocked the m5s’s electoral promise 
to restore the pre-crisis level of protection for open-ended contracts covering a 
very large share of Italy’s working class (Bulfone and Tassinari 2020). 

Coalitional contradictions of this programmatic kind were less relevant in 
other spheres of the populist attempt to expand the sphere of responsiveness. 
This was the case with national-neoliberal tax policies, which included an assort-
ment of supply-side measures that bolstered mostly domestic capitalists. These were 
policies that (under non-pandemic) conditions had a small budget footprint and 
were traceable to horizontal industrial policy objectives centered in the sme base 
of the growth coalition. They included tax breaks for investment of up to 30% 
for start-ups and innovative smes, a publicly guaranteed loan of up to 80% for 
all smes, and tax credits for retraining workers. During the pandemic, Conte II 
bolstered this orientation with a moratorium on the total volume of corporate 
loans (220 billion euro), an additional 1.5 billion euro (a National Guarantee 
Fund) for smes, and higher ceilings for guarantees (oecd 2020: 5). In contrast, 
the (classic neoliberal) proposal for a flat rate of 15% on personal income com-
promised the responsible revenue policy under Euro strictures, thus eliciting 
criticism in the eu, and was not implemented.

In responsive alignment with the exportist demands of the Euro, Conte I pro-
posed a comprehensive business-oriented public program, ‘Impressa 4.0,’ de-
signed to address the issue of deteriorating export performance: tax credits for 
r&d of 50% for businesses; an innovation agreement fund for domestic inno-
vative exporting companies (industrial, agro-industrial, artisan sectors); a fund 
for intangible capital; 2.7 billion euros for competitiveness and productivity 
(2018–2031) addressed to Italian and foreign companies that fostered export-
oriented industrial policy targets (National Plan Impresa 4.0, 2018). Under 
Conte II, innovative export-oriented smes were again favored by the introduction 
of ‘Smarter Italy,’ a national industrial policy plan for 2019–2023, designed to 
boost innovation and help smes/start-ups to enter new foreign markets. Com-
bining fdi-friendly policies with public investment in the domestic manufac-
turing sector, the 2019 Budget Law set out the National Innovation Fund, 
a venture capital fund with an initial endowment of 1 billion euros, aimed to 
streamline public resources devoted to innovation, while acting as a catalyst for 
private and international capital. Growth coalitional considerations were at the 
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forefront of the sme-oriented Central Guarantee Fund, which began targeting 
creative export-oriented smes located in the Southern regions (oecd 2020), thus 
shifting more credit towards smes that have limited access to bank financing. 

Again for the export-oriented factions of big capital, and after consultations with 
more than 140 business and trade associations, Conte II’s Pact for export (2020) 
allocated a 5.7-billion-euro package to sectors where Italy occupies high value-
added global niches: machine tools, robotics, pharma, cosmetics, specialty ships, 
aerospace, and arms. In order to strengthen the position of Southern export-
oriented smes, 1.2 billion euros went towards the digital and green transition of 
smes, with special provisions for businesses in Southern Italy (5,200 business 
beneficiaries) aiming to enlarge their market share. Supporting export-oriented 
start-ups, an annual 1.5 billion euro revolving fund and annual grants were in-
troduced. For exporting smes, “Export Up” included a fully digital trade credit 
insurance without guarantor for transactions up to 5 million euros (Guaglianone 
and Marauder 2020: 8).

For all their limitations, the attempts of Conte I to reallocate fiscal and regu-
latory resources favorable to labor highlighted a balanced approach to the re-
production and enlargement of the domestic elements of the growth coalition. 
Three years later, the Meloni government (2022–?) left its own Orbanite fin-
gerprint with measures aimed at more support for domestic consumption oriented 
smes and for labor. To favor the domestic sectors of industry and tourism, a series 
of economic policies were deployed, through a scheme of contracts for devel-
opers adding up to 4 billion public funds for investment (incidentally, this was 
the amount saved by cutting the guaranteed income). Other measures were less 
expensive yet did the work on coalitional bonding for domestic consumption 
businesses: a guarantee fund supporting smes, more tax credits for smes and 
a fund supporting cooperatives. For labor, Meloni’s measures brought ample 
savings, yet they were calibrated politically to anchor a conservative base with 
labor. Meloni’s government reduced Conte’s rdc scheme and passed a combi-
nation of less fiscally impactful family and household fiscal and social policies. 
These adjustments expressed both the more socially conservative identity of the 
Fratelli d’Italia and their acceptance of external constraints.

Staying Solvent by Submitting to External Constraints

In terms of external eu policies, the Conte I government was initially com-
mitted ‘to fight against emu rules,’ pursuing an isolationist budgetary ap-
proach within the emu (Fabbrini 2021), with an appetite for confrontation as 
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before the final version of the coalition contract was finalized, there was a draft 
in circulation supporting a possible Italian exit from the euro and requesting the 
European Central Bank (ecb) to cancel €250 million of Italian national debt. 
(Fabbrini and Zgaga 2019: 292)

The coalition’s 2019 budget proposal refused to abide by the terms of the co-
ordinating procedure between national governments ensuring that budgetary 
legislation respects the Stability and Growth Pact (sgp) rules. The European 
Commission pulled the trigger on explicit conditionality. The conflict lasted for 
a few months and ended with the defeat of the populists after the spreads on 
Italian debt became threatening. The Commission’s letter to the government 
was harsh: Italy could not access the European Financial Stability funds (efsf) 
and eu financial support should only be given on condition that the country 
receiving help guaranteed the ‘requisite repayment capacities’ on the loan, oth-
erwise Italian debt would be ‘restructured,’ which essentially meant that bond 
markets would dump Italian debt. The fact that the Commission could do this 
to the Italian populists facing a mere 2.2 percent budget deficit showed the su-
perior leverage of the Commission in the Euro.

The disciplining of the Conte I government by the Commission and the 
sovereign bond investors, the anticipation of that disciplining by the Meloni 
government, Italy’s reliance on the ecb for sovereign debt protection and Italy’s 
involvement in the NextGeneu, which restricts future expenditure decisions 
(Moschella and Pinto 2022), strongly suggests that even a cohesive coalition 
wishing to build an extensive growth coalition would have very limited macro-
financial space. As Moschella showed, fears of market discipline and not vincolo 
esterno tropes structure the policy incentives of all Italian political parties to ac-
cede to eu macroeconomic disciplining mechanisms (Moschella 2017). 

To counteract the apprehension of the eu and the European Commission, 
Meloni engaged in a policy of caution and restraint, albeit struggling to comply 
with the terms of agreement of NextGeneu funds. A year into the mandate, 
Meloni’s record shows a restrained fiscal policy and a retreat from the strong 
anti-eu position. On the domestic front, Meloni’s Cabinet has made some ad-
justments to the composition of the growth coalition to appease the worries of 
the eu regarding excessive public spending. In order to sustain industry and the 
domestic manufacturing sectors, the construction sector was hit with the deci-
sion of Meloni’s government to put the brakes on the “Superbonus” scheme, 
a 110 per cent tax credit to undertake energy efficiency-enhancing home im-
provements and the engine behind the post-pandemic construction boom. As a 
result, a 3,8% decrease in construction activity followed in relation to first-quar-
ter levels. For now, Meloni seems to have abided by a high-degree responsive 
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policy towards eu and emu constraints, pursuing a non-confrontational attitude 
towards the European Commission.

Conclusions: From Centrist Static  
to Populist Expansionist Coalition Bonding

Looking at the policy record of Italian centrist governments, a static 
or ablated strategy of coalitional bonding is observable. The Eurozone 
crisis management regime demanded orthodox measures: structural re-

forms and internal devaluation to boost exports in order to shift Italy’s growth 
model away from its reliance on consumption for gdp growth. In growth co-
alition terms, this meant delivering the policy menu demanded by the export 
sector. Constrained by a growth model reliant on domestic demand, centrist 
governments used their political space to oblige only in part. Indeed, these 
governments relied more on liberal labor reforms to increase the export sectors’ 
competitiveness, with the lion’s share of fiscal measures targeted at firms with 
a profile relevant to domestic demand. While fiscal measures to boost Italy’s 
global market share became increasingly targeted, they nevertheless remained 
severely underfunded compared to those aimed at the domestically oriented 
capital. The biggest loser here was labor, which became the target of inter-
nal devaluation measures, complete with weakening labor unions’ leverage in 
collective bargaining. Fiscal measures targeting the worst-off segments of the 
working age population were remarkable, increasingly so with the passing of the 
centrist era, but the fiscal commitment to them remained modest. Overall, then, 
the domestic demand capital got fiscal support, the export capital got structural 
reforms, and labor paid the price, with little in the way of compensation for 
some of the most vulnerable (the young and the unemployed).

When it comes to the populist policy record, an expansionist strategy of 
growth coalition can be observed, even if external structural constraints heavily 
limit the amplitude of such endeavor. Two findings stand out in this regard. 
First, populists try to capture not just institutions and value systems, but also 
growth coalitions that underpin their economic legitimacy. But since these co-
alitions are produced by the hard materialistic structures of growth models, the 
latter impose drastic limits to populist action. For example, the attempts of pop-
ulists to expand the growth coalition to (parts of) labor could not have replaced 
exports with consumption in the growth model, only fine-tuning the balance 
between them through more attention to wage-led consumption. Otherwise 
put, the rightwing populists’ recent drive to enroll labor needs a good under-
standing of their political agency (ideology, tactics, etc.) and of the prevailing 
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domestic growth model within which they operate. Second, to finance the state 
while expanding the growth coalition, the rightwing populists in the eu need to 
navigate the hard structural constraints posed by the capacity of the state to con-
trol the terms over its refinancing. Being in the Euro and therefore subject to 
both more external coercion and having no influence over ecb decisions, Italian 
populists could not could subordinate the central bank and make it back both 
state debt and politicized credit to the members of the new growth coalition.

q

Notes

	 1.	Italian companies (large and medium) are mostly domestic market oriented. In 2017, 
only 125,920 Italian companies were involved in export: manufacturing (49.9%), 
commercial (38.2%), and other (11.9%). 1973 of the companies with at least 250 
employees were responsible for 47.9% of total exports, medium companies (50–249 
employees) accounted for 29% and the small ones for 22.3% (istat, 2019). 

	 2.	Claudio Andrea Gemme, president of anie Cofindustria, statement issued in Milan, 
3 September 2014).

	 3.	https://www.mef.gov.it/primo-piano/documenti/2014/draft_budgetary_plan_ 
2015-_en.pdf.
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Abstract
The Politics of Growth Model Management in Italy:  
A Historical and Comparativist Approach to Populist  
and Centrist Coalition Building Strategies

How can parties in government find an economic policy balance between their representative and 
governing duties? How are growth coalitions transformed? By looking at the case of Italian cen-
trist and populist governments, covering a period of approximately 10 years—between 2013 and 
2022, the paper shows how the structural preconditions—internal and external constraints—of 
the growth model strongly limit the ability of political leaders to fundamentally alter pre-existing 
growth coalitions, in the context of a pre-existing crisis of the Italian growth model itself and the 
dismantling of a previously functional national industrial policy. Our comparative approach, albeit 
highlighting the populist episode, focuses on: 1) the ‘balancing strategical act’ between factions 
of capital and segments of labor pursued by centrist governments and 2) the economic legitimacy 
work that populists do by delivering policies and redistributing resources towards reconfigured 
growth coalitions “embedding” the growth model into a distinctively populist political project. 
To sum up, we look at the Italian case study to asses the centrists’ and populists’ capacity for 
growth coalition building and editing, while avoiding the economic costs incurred, domestically, 
by confronting the demands of the national growth model and, externally, by the constraints 
posed by eu membership and bond market access.

Keywords
coalition building strategy, growth model, growth coalition, Italy


