Financial Times June 1, 2014 4:21 pm
Renzi’s chance to change Italy
PM’s remarkable election win is an example to EU leaders

The recent elections to the European parliament saw big gains for eurosceptic and anti-establishment parties across the continent. But one big EU state bucked the trend in a quite remarkable way. In Italy, the centre-left Democratic party of Matteo Renzi, the prime minister, won an astonishing 41 per cent of the votes cast. This was not only the best showing by any party in an Italian national election since 1958. It also saw Mr Renzi roundly defeating the anti-EU Five Star movement led by Beppe Grillo, the maverick former comic, which came in 20 points behind the Democrats. 

Mr Renzi’s victory has important consequences for his political standing at home. Three months ago, the 39-year-old former mayor of Florence took the premiership after ousting Enrico Letta in an internal party coup. Mr Renzi is now proposing a wide-ranging package of economic and political reforms to boost Italy’s long-term competitiveness. The fact that he is an unelected prime minister has raised doubts over whether he enjoys a mandate to push through painful changes. The Democrats’ strong performance in the European poll gives him a badly needed injection of democratic legitimacy.

However, his victory has implications that go beyond Italy. Across Europe, mainstream leaders – especially on the centre-left – are nervous about implementing painful economic reforms to raise growth. After their drubbing in the European elections, some leaders will emerge even more fearful about pursuing unpopular policies such as public spending cuts. Mr Renzi’s victory serves as a valuable lesson that a mainstream European government promising an ambitious reform programme can win the confidence of the electorate. President François Hollande in France should take note.

The question now is whether Mr Renzi can translate this victory into a boost for his reform agenda. He has a highly ambitious manifesto, seeking to overhaul the rigid Italian labour market, cut public sending, redesign the parliamentary system and change the electoral law. But in spite of the election victory, he still heads a complex coalition that relies on centre-right parties and a fractious parliament to get things done. As a result, his declared timetable for implementing reforms has already slipped behind schedule. 

Mr Renzi is also grappling with a difficult economic inheritance. The latest Italian gross domestic product figures – showing the economy contracting by 0.1 per cent in the first three months of 2014 – demonstrate how far the country is from a sustained recovery. With slow growth, Italy has little prospect of reducing its €2tn of public debt and the second highest debt-to-GDP ratio in the eurozone after Greece. 

Mr Renzi therefore needs to make use of the fair wind he has received at the European elections to push through the changes Italy needs, especially with regard to reform of the labour market. The poor electoral showing for Italy’s opposition parties – most notably Silvio Berlusconi’s Forza Italia, which took less than 17 per cent of the vote – should help him achieve his goals. If these opponents resist his reforms, Mr Renzi could threaten a snap general election – something opposition parties would dread. 

Three months into office, Italy’s young and dynamic prime minister is emerging as one of the most interesting figures on the European stage. The Democrats’ European election victory ought to earn him some respect at the top table of EU leaders. But Mr Renzi’s reputation will not grow by much if Italy’s economy remains in the doldrums. The Italian electorate has signalled that it is prepared to give his economic agenda a chance. If Mr Renzi takes decisive action now. The prize awaiting him is to become the standard-bearer of reform in Europe. 

