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What’s Going On In ...

Italy

Beretta and Claudio Cipollini*

The New Italian Tax Regime for Inbound
Workers: Has the “Bel Paese” Become Less
Attractive for Inward Expatriates?

Italy has recently modified its favourable

tax regime for inbound workers (impatriati),
introducing several restrictions as regards the
subjective, objective and temporal scope of

the regime that apply as of 1 January 2024.

The “impatriati” regime, which has been

in operation since 2016 and the range of
application of which was significantly extended
in 2019, has proven effective in attracting
foreign and Italian expatriates to transfer

their residence (back) to Italy. In this article,

the authors illustrate the changes made to the
regime and evaluate their impact in the context
of Italy’s current socio-economic situation.

(“... il bel paese ch’Appennin parte, e 'l mar circonda et
I'Alpe”, Francesco Petrarca, Canzoniere, CXLVI)

1. Introduction

In an article published in 2017, one of the authors won-
dered whether Italy had suddenly become an attractive
destination for individuals relocating to its territory.!
The author put forward this provocative stance since,
after almost 20 years of stifling fiscal policies to tackle
fictitious relocation of taxpayers abroad and attempts
to enforce its worldwide taxation system, in 2015-2017,
Italy enacted various favourable tax regimes to encour-
age individuals to transfer their residence (back) to its ter-
ritory from abroad. Among those regimes, a favourable
tax regime was offered for inbound workers (impatriati).

The “impatriati” regime, in force since 2016, was initially
only available to employees and self-employed workers
possessing high qualifications or specialization degrees
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1. G. Beretta, From Worldwide to Territorial Taxation: Is Italy Now an
Attractive Destination for Migrating Individuals?, 71 Bull. Intl. Taxn. 8
(2017), Journal Articles & Opinion Pieces IBFD (accessed 15 Feb. 2024).
See also P. Mastellone & G. Giovannelli, Recent Competitive Tax and
Immigration Measuresare Turning Italy intoan “El Dorado” for Foreign
Investors, Workers and HNWIs, 49 Intertax 8/9, pp. 577-588 (2017).
For similar considerations regarding the (now discontinued Portuguese
regime for Non-Habitual Residents (NHRs), see T.C. Neves, Portuguese
Taxation of Inward Expatriates and Pensioners: A Sunny Welcome, 50
Eur. Taxn. 5 (2010), Journal Articles & Opinion Pieces IBFD (accessed
15 Feb. 2024).
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and included several limitations regarding the objective
and temporal scope, as well as the tax benefits granted.” In
2019, the subjective, objective and temporal scope of the
regime was, however, significantly relaxed.® At the same
time, the tax allowances were expanded. The result has
been a significant growth of applications for the regime.
Notably, between 2019 and 2021, individuals applying
for the regime reached a staggering number of more than
45,000.*

Favourable tax regimes for other categories of inward
expatriates have proven much less successful. Notably, the
regime for high-net-worth individuals (HNWIs), intro-
duced in 2017, has only appealed to a niche of wealthy indi-
viduals.” According to the latest official data, the regime
was only applied by as few as 690 individuals in 2021.°

2. IT: Legislative Decree 147 of 14 Sept. 2015 (“Internationalisation
Decree”), art. 16; I'T: Law 232 of 11 Dec. 2016 (“Budget Law of 20177),
art. 1 (pp. 150-151).

3. IT: Law Decree 34 of 30 Apr. 2019 (“Growth Decree”), art. 5, converted
into IT: Law 58 of 28 June 2019. For a discussion, see S. Serbini & E. Bat-
tiloro, Recent Legislation on the Tax Regime Applicable to Inbound
Workers. Qualified Lecturers and Researchers, 59 Eur. Taxn. 10 (2019),
Journal Articles & Opinion Pieces IBFD (accessed 15 Feb. 2024).

4. Notably, according to official data released during parliamentary dis-
cussions, the number of individuals benefiting from the “impatriati”
regime was 11,285 in 2019, 15,080 in 2020 and 21,226 in 2021, respec-
tively, which totals approximately 47,500 individuals in the 2019-21
period. See IT: Camera dei Deputati, Interrogazioni a risposta immedi-
ata. 5-01515 Toni Ricciardi: Sulle agevolazioni fiscali per il rientro degli
italiani residentiall’estero (24 Oct. 2023), available at https://documenti.
camera.it/legl9/resoconti/commissioni/bollettini/pdf/2023/10/24/
leg.19.bol0188.data20231024.com06.pdfiaccessed 15 Feb. 2024). See also
Ministry of Economy, Statistiche sulle dichiarazioni fiscali. Analisi dei
dati IRPEF. Anno di imposta 2021 pp. 19-21, available at https://wwwl.
finanze.gov.it/finanze/analisi_stat/public/v_4_0_0/contenuti/analisi_
dati_2021_irpef.pdf (accessed 15 Feb. 2024), which reveals that the
average income of each individual applying for this regime amounted to
approximately EUR 121,200 in 2021. According to a study conducted by
the University of Bergamo (see Osservatorio Attrativita Italia (OATT),
Gli effetti economici e territoriali dei regimi fiscali per il rimpatrio delle
persone fisiche. Un'analisi (2017-2022) (2023), available at https://cesc.
unibg.it/sites/cen04/files/media/documents/2023-11-24/Ricerca%20
impatriati%20finale_23%20novembre%202023.pdf (accessed 15 Feb.
2024), employees constitute 95% of all of the individuals benefitting
from the “impatriati” regime.

5. IT:Law 232 0f 11 Dec. 2016 (“Budget Law 0f20177), art. 1 (paras. 152-159),
introducing art. 24-bis in I'T: Income Tax Consolidation Act (ITCA),
Presidential Decree 917 of 22 Dec. 1986 (Testo Unico delle Imposte sui
Redditi), Primary Sources IBFD. For a discussion, see P. Arginelli &
F. Avella, New Italian Tax Regime to Attract High Net Worth Individu-
als, 57 Eur. Taxn. 2/3 (2017), Journal Articles & Opinion Pieces IBFD
(accessed 15 Feb. 2024); M. De Vita, Flat Tax for “New Residents”™ A
Comparison between the Italian and Portuguese Regimes, 60 Eur. Taxn.
10 (2020), Journal Articles & Opinion Pieces IBFD (accessed 15 Feb.
2024).

6. SeeMinistry of Economy, Statistiche sulle dichiarazioni fiscali. Analisi dei
dati IRPEF. Anno di imposta 2021 pp. 19-21, available at https://wwwl.
finanze.gov.it/finanze/analisi_stat/public/v_4_0_0/contenuti/analisi_
dati_2021_irpef.pdf (accessed 15 Feb.2024), which also reveals that the
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Similar considerations, in terms of targeting a restricted
category of taxpayers, can be put forward as regards the
regime for professors and researchers available as 0of 2010.”
According to the latest data, the regime was applied by
nearly 1,700 individuals in 2021.8 The impact of the special
tax regime for foreign pensioners, introduced in 2019, has
proven to be almost irrelevant.” Indeed, according to the
latest data, the regime was applied by only 286 individu-
alsin 2021."

The recent legislative changes to the “impatriati” regime
have come almost out of the blue."" The Italian govern-
ment publicly expressed its intention to modify the regime
as late as October 2023."* The rationale for introducing
restrictions to the subjective, objective and temporal
scope of the regime, as well as the tax benefits granted,
has also not been clearly outlined.”® From oftficial and
unofficial statements by various members of the Italian
government, it appears that the main motivations relate
to concerns about possible abusive practices and revenue
loss associated with the regime." However, as this article
discusses in the following, this reasoning does not appear
sufficiently grounded on the basis of available data. More-
over, Italy’s socio-economic situation, which shows a con-
tinuous demographic decline and a lack of highly skilled

total of Italian-sourced income declared by all individuals applying for
this regime amounted to approximately EUR 106 million.

7. IT:LawDecree 78 of 31 May 2010, art. 44. Specific incentives for incom-
ing researchers had initially been enacted by IT: Law Decree 269 of
30 Sept. 2003, art. 3.

8. SeeMinistry of Economy, Statistiche sulle dichiarazioni fiscali. Analisi
dei dati IRPEF. Anno di imposta 2021 pp. 19-21, available at https:/
wwwl.finanze.gov.it/finanze/analisi_stat/public/v_4_0_0/contenuti/
analisi_dati_2021_irpef.pdf(accessed 15 Feb. 2024), which also reveals
that the average income of each individual applying for this regime
amounted to approximately EUR 56,400.

9. IT: Law 145 of 30 Dec. 2018, art. 1 (273-274) (“Budget Law of 2019”),
introducing art. 24-fer into the ITCA. For discussion, see G. Beretta,
The New Special Tax Regime for Inbound Pensioners, 59 Eur. Taxn. 4
(2019), Journal Articles & Opinion Pieces IBFD (accessed 15 Feb. 2024);
S. Serbini, Recent Legislation on the Tax Regime Applicable to “Retired
Migrants”, 59 Eur. Taxn. 8 (2019), Journal Articles & Opinion Pieces
IBFD; De Vita, supran. 5.

10.  See Italian Ministry of Economy, Statistiche sulle dichiarazioni fiscali.
Analisi dei dati IRPEF. Anno di imposta 2021 pp. 19-21, available at https://
wwwl.finanze.gov.it/finanze/analisi_stat/public/v_4_0_0/contenuti/
analisi_dati_2021_irpef.pdf (accessed 15 Feb. 2024), which also reveals
that the average income of each individual applying for this regime
amounted to approximately EUR 30,000.

11.  Informaltalksregardingchangestothe “impatriati” regime were, however,
announced before Oct. 2023. See, e.g., G. Controesodo, Gli incentivi per
il rientro del capitale umano dall’estero non si toccano! (15 Aug. 2023),
available at https://www.gruppocontroesodo.it/2023/08/17/comunica
to-gruppo-controesodo/ (accessed 15 Feb. 2024).

12. The timing for the repeal of the old regime and entry into force of the
new regime has been one of the most controversial aspects of the Italian
government’s decision. See M. lo Conte, Rientro dei cervelli, la protesta:
“Sceltedivitaarischio perlariforma”,11Sole 24 Ore (21 Oct.2023) and S.
Martelli, Rientro dei cervelli, gli expat chiedono un periodo di transizione,
11 Sole 24 Ore (24 Oct. 2023). A transitional regime has recently been
introduced, but its scope appears limited. For a critical discussion, see
sec. 3.

13.  Thedocumentaccompanying thelegislative proposal (“Relazione illus-
trativa™) is silent as regards a possible reason justifying the legislative
measures recently enacted.

14.  See M. Mobili & G. Trovati, Rientro dei cervelli, la stretta per chi torna
dopo il primo gennaio, 11 Sole 24 Ore (21 Oct. 2023), reporting statements
from the Italian Minister of the Economy, On.le Giancarlo Giorgetti,
and the Italian Vice-Minister of the Economy, On.le Maurizio Leo, both
noting that many elusive practices to obtain the tax benefits under the
“impatriati” regime were found. For a critical discussion, see sec. 4.

© IBFD

workers, would suggest, instead, the need to stimulate
foreign and Italian citizens to move or return to the “Bel
Paese™

Given this framework, this article aims to discuss the
recent legislative changes to the “impatriati” regime, also
reflecting on their impact in the context of Italy’s current
socio-economic situation. Notably, section 2. illustrates
the previous tax regime(s) for inbound workers relocat-
ing to Italy. Section 3. describes the new regime applica-
bleasof 1 January 2024 and compares it with the previous
one(s). In section 4., a critical assessment of the recently
enacted rules and their impact in the context of Italy’s
current socio-economic situation is provided. Section 5.
concludes.

2. The Old Regime(s) for Inbound Workers

Article 16 of Legislative Decree 147 of 14 September 2015
(“Internationalization Decree”) introduced a special
regime for inbound individuals - foreign or Italian cit-
izens'® — in order to encourage highly qualified workers
to transfer their residence (back) to Italy."” According to
official documents, the intention of the Italian legislator
was to (re-)attract human capital to Italy, which was found
to be decisive to the internationalization of enterprises
operating in the “Bel Paese™."®

Initially, the regime provided for a 30% tax base exemp-
tion of Italian-sourced employment and self-employment
gross income obtained by individuals transferring their
tax residence to Italy. This tax benefit was later increased
to 50% of gross (employee or self-employed) income."
The 50% tax base allowance was available for a maximum
period of five tax years (including the tax year of appli-
cation).

15.  Theexpression “Bel Paese” can be found in Dante’s and Petrarca’s mas-
terpieces. However, the expression grew in notoriety when it was used
by Antonio Stoppaniinabook published in 1876 (“Il Bel Paese. Conver-
sazioni sulle bellezze naturali, la geologia e la geografia fisica d’Italia”).
Foracritical perspective of Italy’s current socio-economic situation, see,
e.g., F. Fubini, Che cosa rischia di perdere I'ltalia tagliando gli incentivi
peri “cervellidiritorno”, Il Corriere della Sera (2 Dec. 2023). According
to Censis, 57° Rapporto sulla situatione sociale del Paese (Franco Angeli
2023), by 2050, Italy will lose 4.5 million residents, which equates to the
current population of Rome and Milan combined.

16.  Italiancitizenship is notarequirement to access the “impatriati” regime.
SeelT:Italian Revenue Agency, Circular Letter No. 17/E 0f 2017, at p. 30;
[T: Italian Revenue Agency, Circular Letter No. 33/E of 2020, at p. 35.

17. The legislative decree contained various measures that were intended
to promote the growth and internationalization of Italian enterprises.

18.  SeelT:Cameradei Deputati, Schema di decreto legislativo recante misure
per la crescita e l'internalizzazione delle imprese. Relazione illustrativa
p. 20, available at https://documenti.camera.it/apps/nuovosito/atti
governo/Schedalavori/getTesto.ashx?file=0161bis_FO01.pdf&leg=X VII#
pagemode=none (accessed 15 Feb. 2024). See also IT: Camera dei
Deputati, XVII Legislatura. Bollettino delle Giunte e delle Commis-
sioni Parlamentari. Finanze (VI). Allegato 1 (5 Aug. 2015), available
at  https://documenti.camera.it/leg17/resoconti/commissioni/bollet
tini/html/2015/08/05/06/allegato.htm#data.20150805m06.allegati.all
00010 (accessed 15 Feb. 2024), containing various suggestions for the
design of the “impatriati” regime. According to IT: Italian Revenue
Agency, Circular Letter No. 17/E of 2017, at p. 24, the aim of the “impa-
triati” regime was to favour the economic, social and technological
development of the country.

19.  IT:Law 32 of 11 Dec. 2016 (“Budget Law of 20177), art. 1(150)(a)(n. 2).
[T: Italian Revenue Agency, Circular Letter No. 17/E of 2017, at p. 42,
clarifies that such a lower tax base must also be reduced through avail-
able deductions and tax credits for personal and family circumstances.
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This early version of the “impatriati” regime included
various requirements, as follows:

the applicant had to perform managerial and execu-
tive roles or be highly qualified/specialized in accor-
dance with the guidelines provided by an implement-
ing decree;”

the applicant was not permitted to have been resident
in Italy during the five tax years preceding the year
in which the transfer of residence was completed;*
the applicant was to remain resident in Italy for at
least two tax years; otherwise, the tax benefits granted
were recaptured;*

the activity was to be predominantly (i.e. for at least
183 days in a tax period) carried out in the Italian
territory;” and

the employment relationship needed to be with an
Italian resident company or with an Italian or foreign
company that - directly or indirectly - controlled
the Italian resident company, was controlled by the
Italian resident company or was controlled by the
same company that controlled the Italian resident
company.*

The regime’s subjective, objective and temporal scope, as

well

as the tax benefits granted, were, however, signifi-

cantly expanded in 2019. Notably, article 5 of Law Decree
34 0f 30 April 2019 (“Growth Decree”), converted by Law
58 of 28 June 2019, introduced various changes to the
text of article 16 of Legislative Decree 147/2015, with the
aim of increasing the regime’s attractiveness.

As a result, the “impatriati” regime was amended as
follows:

20.

21.

22.

23.
24.
25.
26.

applicants were no longer required to perform mana-
gerial and executive roles or be highly qualified/spe-
cialized employees;*

Art. 16(1)(d) Legislative Decree 147/2015 (original version). These
requirements were further detailed by I'T: Ministry of Economy and
Finance’s Decree of 26 May 2016, which referred to the labour law cat-
egories set out in I'T: Legislative Decree 206 of 6 Nov. 2007 and 108 of
28 June 2012.

Art. 16(1)(a) Legislative Decree 147/2015 (original version). According
to art. 2(2) ITCA, individuals are deemed to be resident in Italy for
income tax purposes if, for the greater part of the tax period (i.e. at least
183 days) they are: registered in the Italian registry of the resident popu-
lation (“Anagrafe della Popolazione Residente”, APR) or resident in Italy
according to the Italian Civil Code (i.e. they have their habitual abode
there), or are domiciled in Italy according to the Italian Civil Code (i.e.
they have their centre of vital interests there). As explained in sec. 3, the
definition of tax residence for individuals under the ITCA has changed
asof 1Jan. 2024.

Art.3 Ministry of Finance Decree of 26 May 2016, supra n. 20. Since the
reference is to tax periods and not to the calendar year, an individual
could effectively fulfil this condition by remaining in Italy for a little
more than 365 days across two tax periods (e.g. from 30 June 2022 to
1 July 2023).

Art. 16(1)(c) Legislative Decree 147/2015 (original version).

Art. 16(1)(b) Legislative Decree 147/2015 (original version).

Supran. 3.

Art. 16(1) Legislative Decree 147/2015, as modified by art. 5 Law Decree
34/2019.1T: Italian Revenue Agency, Circular Letter No. 33/E of 2020,
at pp. 22-24, IT: Italian Revenue Agency, Circular Letter No. 17/E of
2017, at pp. 36-38, and Italian Revenue Agency’s Director, Decision No.
46244 of 29 Mar. 2016, provide that, in order to obtain the tax ben-
efits under the “impatriati” regime, employees had to send a request
to their employer, whereas self-employment workers could declare
their intention to benefit from the special tax regime in their first
income tax return. I'T: Tax Court of Milan, 22 Dec. 2021, Decision No.
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27.

28.

29.

30.

31.

32.

the subjective scope was extended to include not only
employee and self-employed (including self-employ-
ment income from copyrights or patents)*” workers
but also individuals starting a new business activ-
ity (as a sole proprietor, not through a company) in
Italy;
the period of prior non-residence before the transfer
to Italy was reduced to two years;?
the temporal scope of the regime was extended from
five to ten years if one of the following requirements
were met:
- theapplicant had a child under the age of 18; or,
alternatively; or
- the applicant purchased a residential property
in Italy following the transfer of his residence
to Italy or during the 12 months preceding the
transfer;
If any of those requirements were met, the applicant
enjoyed a 70% tax base exemption for the first five
years and a 50% tax base exemption for the remain-
ing five years (however, individuals with at least
three children under the age of 18 years were eligible
for a 90% tax base exemption for the additional five
years);*’ and
the tax benefits granted under the regime were
increased to 70% of employment and self-employ-
ment gross income realized by the applicants. The tax
base exemption was further increased to 90% if the
applicant moved his residence to one of Italy’s South-
ern regions (Abruzzo, Basilicata, Calabria, Campa-
nia, Molise, Puglia, Sardinia or Sicily).” However,
for professional athletes, the exemption was capped
at 50%, and there was also a requirement for those
persons to pay an annual contribution equal to 0.5%
of taxable income.*

4779, however, held that an employee could be granted access to the
“impatriati” regime even without a prior declaration submitted to the
employer.

IT: Italian Revenue Agency, Circular Letter No. 33/E of 2020, at
pp. 31-32.

Art. 16(1-bis) Legislative Decree 147/2015, as modified by art. 5 Law
Decree 34/2019. See also IT: Italian Revenue Agency, Circular Letter
No. 33/E of 2020, at p. 7, clarifying that the business income derived
from a participation in a company or professional association does not
qualify under the regime. No clarification was made as regards pension
income, but it does not appear possible to include it in income from
employment.

Art. 16(1)(a) Legislative Decree 147/2015, as modified by art. 5 Law
Decree 34/2019.

Art. 16(3-bis) Legislative Decree 147/2015, as modified by art. 5 Law
Decree 34/2019; IT: Italian Revenue Agency, Circular Letter No. 33/E
0f2020, at 13-17. The two conditions listed above are alternative so no
further temporal extension is granted ifan individual fulfils both. Also,
the extension does notapply to sportsmen (art. 16(5-quater) Legislative
Decree 147/2015, as introduced by Law Decree 124/2019). Art. 5(2-bis)
Law Decree 34/2019, introduced by Law 178 of 30 Dec. 2020, provided
that qualifyingindividuals who, on 31 Dec. 2019, were benefitting from
theavailable favourable tax regime mightalso opt for the application of
the regime for five additional years by paying an amount between 5%
and 10% of the amount of income subject to the favourable regime in
the year preceding the one in which they exercise the option.

Art. 16(5-bis) Legislative Decree 147/2015, as modified by art. 5 Law
Decree 34/2019; IT: Italian Revenue Agency, Circular Letter No. 33/E
0f2020, at pp. 17-18.

Art. 16(5-quater) and (5-quinquies) Legislative Decree 147/2015, as
introduced by Law Decree 124/2019. IT: Italian Revenue Agency,
Circular Letter No. 33/E of 2020, at pp. 17-18 and 34-35, provided,

© IBFD
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Over the years, the Italian tax authorities became more
lenient regarding the conditions to access the regime.
Notably, it was clarified that the regime could also be
accessed by Italian citizens not registered in the official
register of Italian citizens living abroad (“Anagrafe degli
Italiani Residenti all’Estero” or “AIRE”), provided that the
taxpayer demonstrated residence abroad and also that the
foreign country concerned had a tax treaty in force with
Italy.®

It was also stipulated that the regime could be applied
if the individual had been previously employed abroad
by a non-resident company of the same multinational
group.* Access to the regime was also made available to
individuals temporarily seconded abroad to a non-resi-
dent company of the same multinational group who then
transferred back to Italy to work for a resident company,
provided that, upon their return, the individual concerned
assumed a new job position in light of the experience and
competencies acquired abroad.” The same requirements
of novelty applied to self-employed individuals working
for the same client.*®

Employment, self-employment or business activities com-
menced in subsequent years could also benefit from the
tax exemption granted under the regime if another activ-
ity had been carried out by the individual previously, upon
relocating to Italy.”” A favourable interpretation was also
granted with regard to the five-year extension, which was
available even in the event that the individual purchased a
residential property in Italy together with their partner.*
Another important clarification related to the fact that the
amendments to the regime in 2019 also allowed employ-
ees working for a foreign employer to access the regime if
all other conditions were fulfilled.” Therefore, the regime
was also available to individuals working remotely from
Italy for a foreign employer as long as the employee was
physically present in Italy for at least 183 days in the year.*

however, that the applicant should fix his “habitual abode” in one of
Italy’s Southern regions immediately upon transferring his residence
to Italy from abroad. A subsequent transfer to those regions from other
parts of Italy is not taken into account.

33, Art. 16(5-ter) Legislative Decree 147/2015, as modified by art. 5 Law
Decree 34/2019; IT: Italian Revenue Agency, Circular Letter No. 33/E
0f 2020, at pp. 18-22. However, the burden of proof regarding tax resi-
dence abroad was on the applicant.

34.  IT: Italian Revenue Agency, Circular Letter No. 33/E of 2020, at pp.
25-27;1T: Italian Revenue Agency, Resolution No. 72/E 0f 2018; and IT:
Italian Revenue Agency, Resolution No. 524/E of 2022.

35.  IT: Italian Revenue Agency, Circular Letter No. 33/E of 2020, at pp.
25-27; IT: Italian Revenue Agency, Resolution No. 76/E of 2018; IT:
Italian Revenue Agency, Resolution No. 42/E of 2021. For a restrictive
approach regarding the condition for the employee to assumea “new job
position”, see I'T: Italian Revenue Agency, Resolution No. 259/E 0f2022;
IT: Ttalian Revenue Agency, Resolution No. 85/E of 2022; IT: Italian
Revenue Agency, Resolution No. 683/E of 2021; IT: Italian Revenue
Agency, Resolution No. 136/E of 2021. This restrictive approach was,
however, struck down by IT: Tax Court of Milan, Decision No. 1479 of

25 May 2022.
36.  IT:Italian Revenue Agency, Principle of Law No. 3/E of 2023.
37. IT:Italian Revenue Agency, Circular Letter No. 33/E 0f 2020, at pp. 7-8.
38. Id.atp.17.
39.  Id.atpp.30-31.
40. IT: Italian Revenue Agency, Circular Letter No. 25/E of 2023, at

pp. 12-15; IT: Italian Revenue Agency, Resolution No. 186/E of 2022;
IT: Italian Revenue Agency, Resolution No. 55/E of 2022; IT: Italian
Revenue Agency, Resolution No. 3/E of 2022; IT: Italian Revenue
Agency, Resolution No. 596/E of 2021. Moreover, the regime could

© IBFD

Nonetheless, a number of restrictions obstructed access
to the regime. Notably, the “impatriati” regime was not
available for individuals applying the lump-tax regime
(“regime forfettario”) for self-employment income or who
already benefitted from other special tax regimes, such
as those for HNWIs, professors and researchers, as well
as foreign pensioners." As regards remote working, the
“impatriati” regime could not be accessed by employ-
ees working for an Italian employer if the work activities
were performed from abroad for more than 183 days in
a tax year."> Moreover, the regime was not available with
respect to income derived by qualifying individuals with
regard to work activities performed abroad; in that sce-
nario, the ordinary income tax was applicable in Italy.*
Similar considerations applied to income relating to activ-
ities performed by the individual before relocating to Italy,
even if the income therefrom was received after the indi-
vidual had transferred his residency to Italy.** Moreover,
the Italian tax authorities adopted a restrictive approach
regarding the time that must elapse between the transfer
of residence to Italy and the commencement of employ-
ment, self-employment or a business activity.* Finally, no
five-year extension was available in the event the individ-
ual only signed a preliminary (i.e. non-definitive) contract
to purchase a residential property in Italy.*®

3. The New Regime for Inbound Workers

On 19 December 2023, the Italian government approved
Legislative Decree 209/2023, introducing various mea-
sures in the field of international taxation, including,
underarticle 5, a new special tax regime for inbound work-
ers.”” The new measures, which replace, in its entirety, the
previous “impatriati” regime laid down under article 16

be accessed even if the employee, after transferring his residence to
[taly, continued working for the same foreign employer. See IT: Italian
Revenue Agency, Resolution No. 157/E 0f2022. According to IT: Italian
Revenue Agency, Circular Letter No. 33/E 0£2020, at p. 31,an employee
working remotely from Italy may lead the foreign employer to have a
permanent establishment (PE) in Italy. See also IT: Italian Revenue
Agency, Circular Letter No. 17/E of 2017, at pp. 32-33, clarifying that,
for the 183-day calculation, work leaves, holidays, rest periods and other
non-working days must also be taken into account.

41.  IT:Italian Revenue Agency, Circular Letter No. 33/E 0f 2020, at p. 35 IT:
Italian Revenue Agency, Resolution No. 283/E of 2019; and IT: Italian
Revenue Agency, Circular Letter No. 17/E of 2017, at pp. 97-98.

42.  IT: Ttalian Revenue Agency, Circular Letter No. 25/E of 2023, at
pp- 12-15; Italian Revenue Agency, Resolution No. 621/E of 2021.

43.  Art. 16(1)(b) Legislative Decree 147/2015, as modified by art. 5 Law
Decree 34/2019; IT: Italian Revenue Agency, Circular Letter No. 17/E
0f2017,at pp. 33-35and 42; IT: Italian Revenue Agency, Resolution No.
223/E of 2022. The foreign tax credit under art. 165 ITCA is available
for taxes paid abroad on foreign-sourced employment income.

44. IT: Italian Revenue Agency, Circular Letter No. 33/E of 2020, at pp.
33-34. With regard to income from stock options and multiple-year
bonuses, see IT: Italian Revenue Agency, Resolution No. 854/E of 2021.

45.  IT:Italian Revenue Agency, Circular Letter No. 17/E 0of 2017, at pp. 23-26;
IT: Italian Revenue Agency, Circular Letter No. 33/E 0of 2020, at pp. 4-9;
IT: Italian Revenue Agency, Resolution No. 59/E of 2020. This restric-
tive approach was, however, struck down by IT: Tax Court of Milan,
Decision 2587 of 10 July 2023.

. IT:Italian Revenue Agency, Circular Letter No. 33/E 0f 2020, at p. 17.

47.  IT: Legislative Decree 209 of 27 Dec. 2023, art. 5. Both the title of the
relevant article (art. 5 “Nuovo regime agevolativo a favore dei lavoratori
impatriati”) and the documentaccompanying the legislative document
(“Relazione illustrativa”) indicate that the regime for inbound workers is
a“new” regime. This suggests that the new regime for inbound workers
not only amends the old “impatriati” regime, but replaces it entirely.
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of Legislative Decree 147/2015, apply to inbound workers
who transfer their tax residence to Italy on or after 1
January 2024.%

However, the old “impatriati” regime continues to apply
to taxpayers who registered with a municipality in Italy by
31 December 2023, as well as to sportsmen in an employ-
ment relationship based on a contract signed by the same
date.” These transitional measures are meant to safeguard
those individuals who have relied in good faith on the old
“impatriati” regime and made plans in advance for their
transfer to Italy.”

The new special tax regime for inbound workers, applica-
ble as of 1 January 2024, provides for a reduction of 50%
of the tax base for income tax purposes.” The benefits
granted are, however, less generous compared to those
under the old “impatriati” regime. As stated, the percent-
age of the standard tax base rebate has been decreased
from 70% to 50%.7* Moreover, the higher tax base reduc-
tion of 90% for individuals relocating to Italy’s Southern
regions (“Mezzogiorno”) has been outright eliminated.”
The new regime, however, provides for an increased per-
centage in terms of the tax base reduction (60% instead of
the “ordinary” 50%) in the event that the inward expatri-
ate moves to Italy with a child of less than 18 years or in
the event of the birth or adoption of a child of less than 18
years during the four years following the year of transfer
to Italy.> In the latter case, article 5 of Legislative Decree
209/2023 specifies that the taxpayer can benefit from the
higher tax base reduction of 60% starting from the tax
year in which the birth or adoption occurs and for the
entire remaining time of application of the special tax
regime (normally, five years).”> Moreover, the higher tax
base reduction of 60% applies only if the child is less than
18 years old and remains a tax resident of Italy for the
entire period of application of the special tax regime (i.e.
five years).>

Theattractiveness of the new regime has also been dimin-
ished as a result of the introduction of an annual income
cap of EUR 600,000, a condition which was absent in the
previous regime. Under the new rules, inbound workers
can benefit from the tax base rebate only if their income

48.  Art. 16 Legislative Decree 147/2015.

49.  Art.5(9) Legislative Decree 209/2023.

50.  The introduction of a transitional regime, which reflects the princi-

ple “pacta sunt servanda” according to the Vice-Minister of Economy,

Maurizio Leo, was met with strong protest in social media. See L. Corso,

Vecchie regole per gli impatriati che trasferiscono la residenza anagrafica

entro il 2023, Eutekne.Info (23 Oct. 2023).

1. Art.5(1) Legislative Decree 209/2023.

52.  Fortheformulation of the tax base reduction under the previous regime,
seeart. 16(1) Legislative Decree 147/2015.

53.  For this incentive under the previous regime, see art. 16(5-bis) Legisla-
tive Decree 147/2015.

54.  Theincentive in the form of a 60% tax base reduction was not included
in the initial draft version of the legislative decree, as it was only intro-
duced in the last version of Legislative Decree 209/2023 after parlia-
mentary discussion. See IT: Senato della Repubblica, Parere approvato
dalla Commissione sull'atto del Governo No. 90, available at https:/
www.senato.it/japp/bgt/showdoc/19/SommComm/0/1398831/index.
html?part=doc_dc-allegato_a (accessed 15 Feb. 2024).

55.  Seeart. 5(4) Legislative Decree 209/2023.

56. Id., art.5(5).
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does not exceed EUR 600,000 in a given tax period.”
Furthermore, the categories of income covered by the
new special tax regime exclusively include income from
employment, income similar to that from employment,
as well as income from self-employment, however, only
if deriving from the exercise of the arts and professions.
Other types of income, such as sole proprietorship income
or self-employment income from activities other than the
arts or professions, such as income from copyrights or
patents, no longer benefit from the regime. In this regard, it
isalso important to note that Legislative Decree 209/2023
maintains the de minimis State aid limit of EUR 300,000
over a three-year period for self-employed workers eligi-
ble for the new inbound workers regime.”” Accordingly,
self-employed workers can benefit from the new regime
provided they have (i) qualifying income of up to EUR
600,000 in a tax year; and (ii) a maximum tax savings of
EUR 300,000 is granted over a three-year period.

Under the new regime, the following cumulative condi-

tions must also be fulfilled:

- the inbound worker must not have been tax resident
in Italy in the three tax years preceding the transfer
of his tax residence to Italy;

- the inbound worker must remain an Italian tax res-
ident for at least four tax years following the year of
transfer;

- theemployment or self-employment activity must be
performed within the Italian territory for the major-
ity (i.e. at least 183 days) of the tax year; and

- the inbound worker must fulfil the requirements of
high qualification or specialization as defined under
Legislative Decree 206 of 6 November 2007 for regu-
lated professions (which includes specialist doctors,
dentists, lawyers, pharmacists, architects, etc.) and
Legislative Decree 108 of 28 June 2012 for those who
hold a higher professional qualification.®

Given these conditions, it appears that the new special
tax regime for inbound workers has adopted stricter cri-

57.  1Id., art. 5(1). Clarification that the EUR 600,000 income applies to
each tax year was introduced in the last version of Legislative Decree
209/2023 after parliamentary discussion. See supra n. 54. It is not clear
whether exceeding the threshold would imply, for an individual, full
taxation of all income or, instead, whether only income exceeding the
EUR 600,000 threshold will be subject to the ordinary income tax rules.
Instead, it does not seem possible to calculate the threshold of EUR
600,000 as a yearly average amount for the five tax years of the regime’s
application.

58.  Art.5(1) Legislative Decree 209/2023.

59.  Art.5(7) Legislative Decree 209/2023. For commentary, see P. Ronca, A.
Bracchi & M. Barcellona, The New Tax Regime for Inbound Workers, 64
Eur. Taxn. 1 (2023), Journal Articles & Opinion Pieces IBFD (accessed
15 Feb. 2024). The de minimis State aid limit was increased from EUR
200,000 to 300,000 as of 1 Jan. 2024 by Commission Regulation (EU)
2023/2831 of 13 December 2023 on the application of Articles 107
and 108 of the Treaty on the Functioning of the European Union to de
minimis aid, C/2023/9700, OJ L 2023/2831 (15 Dec. 2023).

60.  IT: Legislative Decree 206 of 6 Nov. 2007; IT: Legislative Decree 108 of
28 June 2012. IT: Italian Revenue Agency, Circular Letter No. 17/E of
2017, atp. 35, clarified that, to benefit from the old “impatriati” regime,
an individual did not necessarily have to carry out an employment or
self-employment activity in the field of his qualification or specializa-
tion. It is not clear whether this interpretation also applies with regard
to the new regime for inbound workers. In this regard, see E. Zanetti,
Regime degli impatriati ancora aperto per gli sportivi con titolo di studio,
Eutekne.info (17 Jan. 2024).
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teria in respect of prior non-residence in Italy (three years
in comparison to the two years required under the old
“impatriati” regime) and as regards the period of residence
in Italy following the transfer (four years following the
year of transfer in comparison to two years under the pre-
vious regime).®!

Notably, as far as the first of these requirements is con-
cerned, the new rules provide that Italian citizens can
benefit from the special tax regime if, in the three tax years
before the transfer, they were registered with the AIRE
or, in the event that they did not register with the AIRE,
they were tax resident in another country pursuant to a
tax treaty.””

As for the second requirement, the new regime for
inbound workers explicitly provides that the tax benefits
are clawed back, and payment of interest on those sums is
due, if the worker does not maintain his tax residence in
Italy for at least four years following the year of transfer.*’

The new regime, in the version finally approved, includes
special provisions focusing on the case of an inbound
worker who carries out his work in Italy in favour of
the same employer with whom he was employed abroad
before the transfer or in favour of an employer belong-
ing to the same group of companies.®* In such an event,
it is not required that the work activity be carried out as
a result of a new employment relationship established
with a person other than the employer with whom the
worker was employed abroad, as well as other employ-
ers belonging to the same group of companies. Employee
activities in Italy can be carried out in continuity with
previous employment performed abroad. However, in
this scenario, more stringent conditions apply. Notably,
the minimum requirement for prior residence abroad is
increased to:

— six tax periods if the worker has not previously been
employed in Italy in favour of the same employer or
an employer belonging to the same group; or

—  seven tax periods if the worker was employed before
movingabroad in Italy in favour of the same employer
or of an employer belonging to the same group.®

61.  Seeart.5(1)and (3) Legislative Decree 209/2023. For a comparison with
the previous regime, see art. 16(1) Legislative Decree 147/2015.

62.  Seeart. 5(6) Legislative Decree 209/2023, which, in substance, incor-
porates into legislation similar guidance provided by the Italian tax
authorities under the old “impatriati” regime. However, the authors
note that the new legislative provision and the accompanying docu-
ment (“Relazione illustrativa™) do not include any requirement for the
taxpayer to demonstrate that they have been resident abroad.

63.  Art.5(3) Legislative Decree 209/2023.

64.  The initial version of the draft legislative decree introducing the new
regime for inbound workers did not provide for any possibility for indi-
viduals to access the regime by continuing to be employed with the
same employer. This possibility was introduced after parliamentary dis-
cussions. See supra n. 54. See also E. Zanetti, Sugli impatriati la prima
delle questioni ¢ evitare esodati, Eutekne.info (25 Oct. 2023), available
at https://www.eutekne.info/Sezioni/Art_973800_sugli_impatriati_
la_prima_delle_questioni_e_evitare_esodati.aspx (accessed 15 Feb.
2024).

65.  Art. 5(1) Legislative Decree 209/2023. For a comment, see L. Corso, I/
nuovo regime degli impatriati agevola le prestazioni in continuta conl'at-
tivita estera, Eutekne.Info (20 Dec. 2023).
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On the other hand, the new regime for inbound workers

provides for an extension of its duration to eight tax years

(instead of the standard five tax years) if the applicant:

- transfers his tax residence to Italy in 2024; and

- has purchased a residential property and used itas a
main home in Italy prior to 31 December 2023 and,
in any event, within the 12-month period before the
transfer of residence to Italy.®

Itis worth noting that the new special regime for inbound
workers relies on a legislative change adopted with respect
to the definition of tax residence under article 2(2) of the
ITCA. In particular, article 1 of Legislative 209/2023
changed the criteria for tax residence of individuals such
that the definition under article 2(2) of the ITCA now con-
siders individuals to be tax resident for Italian purposes
where, for the majority (i.e. at least 183 days) of the tax
year (including fractions of a single day), they fulfil one
of the following alternative criteria: (i) are resident under
the Italian Civil code; (ii) have their domicile in Italy; or
(iii) are physically present in Italy.*”

Under the new definition, the criterion of residence still
refers to the registration of an individual with the Regis-
ter of the Resident Population (“Anagrafe della Popolazi-
one Residente”, APR) for most of the tax period. However,
registration with the APR acts as a relative rather than an
absolute legal presumption, which, as such, allows the tax-
payer to provide proof to the contrary.

The criterion of domicile instead refers to the place where
personal and family relationships are primarily estab-
lished. This is a significant change compared to the pre-
vious definition of tax residence, which referred to the
notion of domicile provided under the Italian Civil Code,
i.e. the place where the person has established the main
centre of his business and interests,* which is to be under-
stood in a broad sense and therefore includes not only
personal and family relationships but also economic rela-
tionships.” In this way, the reform recently enacted seems
to have narrowed the focus of the assessment of the crite-
rion of domicile to the personal and family relationships
of the taxpayer.””

Finally, the criterion of presence in the Italian territory
refers to a set of factual elements revealing the physical
presence of the individual in Italy. The fulfilment of these
criteria must be verified considering the majority of the
tax year. The calculation includes fractions of a day.

66.  Art.5(10) Legislative Decree 209/2023. This measure was not included
in the initial draft version of the legislative decree, as it was only intro-
duced in the last version of Legislative Decree 209/2023 after parlia-
mentary discussion. See supra n. 54.

67.  Art. 1 Legislative Decree 209/2023.

68.  Art. 43 Italian Civil Code.

69.  IT:Italian Revenue Agency, Circular Letter No. 304/E of 2 Dec. 1997;
see also IT: Supreme Court, 11 Oct. 2022, Decision 29635.

70.  P. Angelucci, A. Fiorentino Martino & P. Scarioni, Riforma fiscale,
nozione di residenza al test delle relazioni personali, 11 Sole 24 Ore
(12 Dec. 2023).
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Table 1. A comparison of the former and new Italian tax regime for inbound workers

“Impatriati” regime prior to 1 January 2024

“Impatriati” regime from 1 January 2024

Qualification/specialization

No requirements

High qualification/specialization requirements

Prior non-residence in Italy 2 tax years 3 tax years (6 or 7 tax years if qualifying activity
relates to the same employers or a company of
the same group)

Minimum period of tax 2 tax years 4 tax years

residence in Italy

Types of income

Employment income, self-employment income,
income from a sole proprietorship

Employment income, self-employment income
only from the arts or professions

Previous activity in Italy

No discontinuity for same employer’s activity
required

If activity for previous employer in Italy, 6 or
7 years of prior non-residency in Italy required

Income threshold

No income threshold

EUR 600,000 per tax year

Tax benefits

70% tax exemption for first 5 tax years (90% in
event of transfer to Italy’s Southern regions)
50% tax exemption for additional 5 tax years
50% for sportsmen for 5 tax years without
extension

50% tax exemption for 5 tax years

60% tax exemption for 5 tax years in event
taxpayer has a child less than 18 years old
starting from the tax year when this condition
is fulfilled

Duration

5 tax years with possible 5 tax year extension
in event taxpayer has a child less than 18 years
old or purchases residential property in the first

5 tax years with possible 3 tax year extension
in event taxpayer registers in an ltalian
municipality in 2024 and purchased residential

5 years

property in Italy before the end of 2023

4, Critical Assessment

As follows from the analysis carried out in the previous
sections, the new regime for inbound workers, applicable
as of 1 January 2024, includes stricter requirements than
the old “impatriati” regime. As such, the changes unques-
tionably represent a significant reversal of the favourable
tax incentives introduced by Italy in the last ten years to
induce individuals to relocate to the country from abroad.

To be sure, the old “impatriati” regime did not escape
criticism. Therefore, in the authors” opinion, some mod-
ifications to the regime are welcome. Notably, a major
improvement concerns the requirement of prior non-resi-
dence in Italy. The authors submit that two years — which,
if occurring across two entire taxable periods (e.g. from
30 June of Year X to 1 July of Year X+1), could effectively
become a bit more than one annual period - for non-res-
idence before relocation to Italy was indeed too low as a
requirement to qualify under the special tax regime. In
this regard, the longer period of three tax years required
for residence abroad before relocation to Italy is more
robust in terms of countering tax planning strategies.
It reduces the incentive for individuals to leave Italy for
a limited period and return to the country for the sole
purpose of qualifying under the regime. From a compar-
ative perspective, the authors also note that special tax
regimes for inbound workers in other EU Member States
require a more extensive period (e.g. five years in Portu-
gal and Spain, and five to seven years in Greece) of prior
non-residence therein.

The authors also appreciate the enhanced requirement
relating to the minimum residence period after a trans-
fer to Italy to obtain tax benefits under the new special
tax regime, which has been raised from two to four years.
In the authors’ view, such a temporal increase is aligned
with the aim of the special tax regime, which is to incentiv-
ize the relocation of foreigners and Italian citizens living
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abroad to Italy for the long, rather than the short, term.
The Italian legislator could, however, have provided more
flexibility in this regard, for instance, enabling individuals
to suspend the regime for a certain period in the event of
an anticipated need to relocate abroad. From a compara-
tive perspective, the authors observe that the special tax
regimes of other countries (e.g. the Netherlands and Por-
tugal) include such an option.

An effort has also been made to align the new regime for
inbound workers with the strategic goal of encouraging
the formation of families and improving the low average
birth ratein the country. Thisis reflected in the higher tax
base reduction (60% instead of 50%) for inbound workers
with a child under the age of 18. The authors believe,
however, that a 10% increase in the tax base reduction is
too narrow an incentive to improve the average birth rate
and significantly reverse the demographic decline. The
extension of five years of the tax benefits in the event the
taxpayer had a child under the age of 18 under the old
“impatriati” regime, as well as the 90% tax base reduc-
tion in the event the taxpayer had three children under
the age of 18, were more promising measures to pursue
such strategic goals. The authors would, therefore, advise
the Italian legislator to reintroduce these or other similar
incentives under the new regime for inbound workers.

Interms of legislative drafting, the fact that the new regime
for inbound workers incorporates, directly into the leg-
islation, some substantive elements required to grant
the tax benefits should be praised. Under the old “impa-
triati” regime, these were only outlined in the adminis-
trative guidance of the Ministry of Finance or the Italian
Revenue Agency. The first element in this regard relates
to the requirement that the employment or self-employ-
mentactivity be predominantly (i.e. for atleast 183 days in
a tax period) carried out in the Italian territory, a condi-
tion that, under the old “impatriati” regime, was only con-
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tained in the Ministry of Finance Decree of 26 May 2016.
The second element relates to Italian citizens not regis-
tered with the AIRE, who canaccess the regime if they are
tax resident in another country having a tax treaty with
Italy, a condition that, under the old “impatriati” regime,
was — initially, until 2019 - only clarified through an inter-
pretation of the Italian Revenue Agency.

Despite all these improvements, in the authors” opinion,
the new tax regime for inbound workers has various weak-
nesses. From a policy perspective, it is hard to determine
the rationale that prompted the change. Contrary to other
special tax regimes (especially that applicable to foreign
pensioners), the “impatriati” regime has been quite suc-
cessful in terms of number of applicants, particularly
following the changes made in 2019.”' The reasoning
expressed in formal and informal forums by representa-
tives of the Ministry of Finance regarding possible abusive
practices and revenue loss associated with the old “impa-
triati” regime have not been sufficiently substantiated.
As regards possible abusive practices, the authors believe
that those practices should ultimately be countered in the
context of the ordinary control and monitoring activities
of the Italian tax authorities.” More specifically, concern-
ingalleged fictitious transfers to Italy’s Southern regions to
benefit from increased tax benefits,” available data actu-
ally reveal that the majority (nearly 70%) of individuals
benefiting from the “impatriati” regime transferred their
residence to four Italian regions (Emilia-Romagna, Lazio,
Lombardia and Piemonte), none of which are Southern
areas of the country.” Official data released by the same
Ministry of Finance also show no evidence of tax losses
associated with the old “impatriati” regime; indeed, the
exact opposite is true.”

71. See F. Licari, I rimpatri dei cittadini italiani dall’estero nell’ultimo
decennio. Aumentano i rientri e diminuiscono gli espatri in Fondazione
Migrantes, Rapporto Italiani nel Mondo 2023, pp. 45-54 (Franco Angeli
2023), noting that Italians between the ages of 25 to 34 years old who
have decided to return to Italy have increased since 2015, i.e. when the
“impatriati” regime was first introduced.

72.  See, similarly, I'T: Camera dei Deputati, VI Commissione (Finanze),
5-01515 Toni Ricciardi: Sulle agevolazioni fiscali per il rientro degli ital-
iani residenti all'estero (24 Oct. 2023), available at https://documenti.
camera.it/leg19/resoconti/commissioni/bollettini/pdf/2023/10/24/leg.
19.bol0188.data20231024.com06.pdf (accessed 15 Feb. 2024).

73. See M. Mobili & G. Trovati, Rientro dei cervelli, la stretta per chi torna
dopo il primo gennaio, 11 Sole 24 Ore (21 Oct. 2023), reporting on state-
ments from the Italian Vice-Minister of Economy, On.le Maurizio Leo,
who referred to abusive practices by individuals illegitimately taking
advantage of the increased tax benefits for transfers to Italy’s Southern
regions while effectively workingandlivingin Milan and the surround-
ing area.

74.  See Osservatorio Attrativita Italia (OATT), Gli effetti economici e ter-
ritoriali dei regimi fiscali per il rimpatrio delle persone fisiche. Un'anal-
isi (2017-2022) (2023), available at https://cesc.unibg.it/sites/cen04/
files/media/documents/2023-11-24/Ricerca%20impatriati%20
finale_23%20novembre%202023.pdf (accessed 15 Feb. 2024), also
highlighting that nearly 25% of all individuals benefitting from the
“impatriati” regime have moved and live in the city of Milan or the
surrounding area.

75.  Seesupran.54,noting that revenue gains related to the additional taxable
income of inward expatriates overcompensate for any negative effects
related to forgone revenues due to tax incentives. Empirical research
relating to Italian special tax regimes for highly skilled workers (based
on pre-2019 data) (see]. Bassetto & G. Ippedico, Can Tax Incentives Bring
Brains Back? Returnees Tax Schemes and High-Skilled Migration in Italy,
CESifo Working Paper No. 10271 (2023), available at https://www.cesi
fo.org/en/publications/2023/working-paper/can-tax-incentives-bring-
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Further concerns can be raised surrounding the income
categories that are covered by the new special regime.
In particular, the new provisions do not extend the tax
benefit to self-employment income from activities other
than the arts or professions. In the authors’ view, this leg-
islative choice could lead to some illogical consequences,
such as with respect to a highly skilled worker earning
self-employment income from an individual business
activity.”® As long as this activity is carried out in the
form of a business registered in the business register of
the Italian Chamber of Commerce, the resulting income
will not qualify for the tax benefits at issue, not being gen-
erated by an art or a profession in the strict sense.”” These
situations are not unusual in the current job environment,
especially considering the presence of sole entrepreneurs
and freelance workers producing business income thanks
to their higher professional qualifications.

Further, it is also hard to find any plausible justification
for the outright elimination of the higher tax base reduc-
tion of 90% for individuals who move to Italy’s South-
ern regions (“Mezzogiorno”). In the authors’ view, this
form of “regionalization” of tax incentives constituted an
important element in ensuring the prosperity of Italy’s
less developed regions. The elimination of these incen-
tives does not, therefore, correspond to the goal of encour-
aging the economic and social development of marginal
areas within the country.”

One last aspect of criticism deals with the possibility,
under the new tax regime, for inbound workers to extend
the duration of the tax benefit up to eight years if the appli-
cant purchased a residential property to use as a main
home in the Italian territory by 31 December 2023 and, in
any event, within the 12-month period before the transfer
of tax residence to Italy. Since the Italian government did
not pass the new legislation until 19 December 2023, one
cannot imagine that a significant number of individuals
will be eligible to exploit such a provision. For this reason,
in the authors’ view, the three-year extension at issue will
likely have a limited impact, if any.

Other than technical weaknesses, from a policy perspec-
tive, the authors submit that the new regime for inbound
workers fails to fulfil Italy’s current priorities. Indeed,
the recent changes to the special tax regime for inbound
workers, applicable as of 1 January 2024, have occurred
while the “Bel Paese” is in the midst of a delicate socio-eco-
nomic transition. In recent years, the number of Italian

brains-back-returnees-tax-schemes-and-high (accessed 15 Feb. 2024),
reveals that those regimes had a marginal positive impact in terms of
tax revenue collection by virtue of the tax incentives thereof targeting
highly skilled migrants who also have a longer “careers” as taxpayers.

76.  For a more insightful discussion, see L. Corso, Il nuovo regime degli
impatriati agevola le prestazioni in continuta con lattivita estera,
Eutekne.Info (20 Dec. 2023).

77.  IT:Italian Revenue Agency, Ruling No. 312/E of 2021.

78.  See European Commission, Communication from the Commission
to the European Parliament, the Council the European Economic and
Social Committee and the Committee of the Regions. Harnessing Talent in
Europe’s Regions, COM(2023) 32 final, pp. 4-5, showing that nearly all of
Italy’s Southern regions are affected by a “talent development trap”, i.e.
a combination of an accelerating decline of their working-age popula-
tion and a low or stagnant number of people with a tertiary education.
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citizens emigrating abroad has steadily increased.” Cur-
rently, nearly 6 million Italian citizens are living abroad
(in 2023, 5,933,418 million), thus accounting for more
than 10% of the Italian population living in the mother
country (in 2023, 58.8 million).** Indeed, empirical
studies suggest that these figures are an underestimate.®
Due to a constant outflux of migrants from the youngest
cohorts and children born from Italian couples abroad,
the worldwide community of Italian expats is becoming
increasingly younger.®

The situation of the “Bel Paese” is much less rosy. Italy is
experiencing a sharp demographic decline. According to
recent statistical estimates, the Italian population living
in the country is predicted to shrink progressively to 58.1
million in 2030, 54.4 million in 2050 and 45.8 million in
2080.% Even introducing emergency measures to incen-
tivize family formation and improve the average birth
rate, it is widely acknowledged that this downturn trend
will be nearly impossible to reverse in the short-medium
term.® The economic outlook of the country is also quite
alarming. According to recent OECD estimates, in the last
30 years, salaries of workers in Italy have increased, in real
value, by only 1%, compared to an average growth of 32.5%
among OECD member countries.*®

Besides socio-economic dynamics, another important
factor to consider is the increased mobility of individuals.
This mobility trend has been facilitated by an upsurge of
remote work after COVID-19, which, nowadays, enables a
larger fraction of individuals to live and work from differ-
ent countries with relative ease.* Cross-border mobility is

79.  See Fondazione Migrantes, Rapporto Italiani nel Mondo 2023. Sintesi
p-6(2023), available at https://www.migrantes.it/wp-content/uploads/
sites/50/2023/11/Sintesi_RIM2023.pdf (accessed 15 Feb. 2024), high
lighting that the number of Italians resident abroad has almost doubled
since 2006 (i.e. 91% growth). A recent survey conducted among Italian
expats listed higher salaries and a meritocratic environment as the
main motivations for Italian citizens to migrate and remain abroad.
See ChEuropa, Perché Partire? Le storie dietro l'ultima ondata migratoria
italiana (2022), available at https://irp.cdn-website.com/4100d04b/
files/uploaded/Perche%CC%81%20partire%20-%20impaginato.pdf
(accessed 15 Feb. 2024).

80.  Fondazione Migrantes, supra n. 79.

81.  SeeFondazione Nord-Est, Lies, Damned Lies, and Statistics: Un’indag-
ine per comprendere le reali dimensioni della diaspora dei giovani ital-
iani (2023), concluding that the number of Italian expats could be 1.5
times greater than thatindicated in official statistics, while the outward
migration of Italians could be three times what has been officially
reported.

82.  Fondazione Migrantes, supra n. 79.

83.  Istat, Previsioni della popolazione residente e delle famiglie (2023),
available at https://www.istat.it/it/files//2023/09/Previsioni-popolazi
one-e-famiglie.pdf (accessed 15 Feb. 2024).

84.  See, e.g., Eurispes, Raccontare la denatalita: cambiare narrazione e
aprirsi al cambiamento della societa, available at https://www.leuris
pes.it/futuro-demografico-la-soluzione-e-nellaccoglienza/ (accessed
15 Feb. 2024), proposing, as the only feasible solution to counter Italy’s
inexorable demographic decline, developing sound policies to stimu-
late a constant influx of inward migration.

85.  Inapp, Rapporto Inapp 2023. Lavoro, formazione, crescita. Un percorso di
crescita accidentato p.24 (2023), available at https://oa.inapp.org/xmlui/
bitstream/handle/20.500.12916/4117/INAPP_Rapporto_2023.pdf?se
quence=1&isAllowed=y (accessed 15 Feb. 2024).

86.  According to the OECD, International Migration Outlook 2023
(2023), available at https://www.oecd-ilibrary.org/sites/b0f40584-
en/index.html?itemId=/content/publication/b0f40584-en (accessed
15 Feb. 2024), permanent-type migration to OECD member coun-
tries increased by 26% in 2022 compared with 2021, while preliminary
figures for 2023 suggest a further increase.
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particularly prominent in the European Union, given the
freedom of movement of workers enshrined in the EU fun-
damental treaties.*” This scenario of increased cross-bor-
der mobility is leading an increasing number of countries
to compete to attract “human capital”, also exploiting tax
incentives.* Indeed, taxation has become of great impor-
tance in respect of the decisions of individuals on where to
move and might also influence strategic decisions by mul-
tinational enterprises (MNEs).* Yet, the Italian Revenue
Agency has taken quite an inflexible approach regarding
the possibility of working remotely from Italy without,
at least for a certain period, triggering any tax liability.”®

5. Conclusions

Given the above, the authors urge the Italian legislator
to reconsider its decision to apply stricter requirements
regarding the special tax regime to attract Italian and
foreign individuals to relocate to the “Bel Paese”.

As this article has shown, the old “impatriati” regime was
not immune to criticism, and some changes are there-
fore welcome. However, available data relating to the old
“impatriati” regime, as well as Italy’s socio-economic sit-
uation, would suggest the need for the “Bel Paese” to stim-
ulate a constant influx of migrants, particularly highly
qualified and young individuals.

Although, admittedly, tax incentives might raise equity
concerns between old and new residents, the authors
believe that Italy should adopt a pragmatic approach in
order to legitimately pursue its long-term objectives, such
as countering economic decline and population ageing,
also by (re-)introducing more appealing tax incentives for
inward expatriates, possibly following the conduct of a
robust cost-benefit analysis.

Only in this way might Italy turn (again) into an attrac-
tive destination for foreigners and Italians living abroad
to migrate to.

87.  Accordingto Fondazione Migrantes, supran.79,at p. 6, currently, 54.7%
of Italian expats (3.2 million) live in the European Union, while 40%
of Italians living abroad (2.3 million) are located in North and South
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Journal Articles & Opinion Pieces IBFD (accessed 15 Feb. 2024); L.T.
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Tax Challenges and Heavenly Beaches, 51 Intertax 5, pp. 384-396 (2023).
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(Laterza 2021) and Tortuga, Il vero deficit? La fuga di talenti italiani e la
scarsita di cervelli stranieri, 11 Sole 24 Ore (8 Aug. 2019), both highlight-
ing the existing gap between the number of highly skilled individuals
entering and exiting the country (i.e. “brain circulation”) as one of the
most problematic aspects of Italy’s socio-economic dynamics.

90.  See IT: Italian Revenue Agency, Circular Letter No. 25/E of 2023, at
pp- 1-28, listing various practical situations of remote working activi-
ties that, aslongas theactivity concerned is performed remotely froma
location in Italy, could trigger tax liability in Italy. For some reflections
on how remote working can favour relocation to Italy, see C. Pasqual-
ini & F. Introini, Lo smart working che fa bene anche al ritorno in Fonda-
zione Migrantes, Rapporto Italiani nel Mondo 2023, pp. 162-172 (Franco
Angeli 2023).
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