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ITALIAN STATE ENTERPRISES

Italy has more than 1,000
publicly owned industrial en-
terprises--more than any other
Western European country. These
firms employ over 350,000 work-
ers and account for about one
fifth of the value of the gross
national product. The govern-
ment has hitherto played only
a passive role in shaping their
policies and managing their op-
erations. Despite political
opposition and resistance from
the entrenched managements,
however, the Fanfani government
has recently begun efforts to
bring these enterprises under
closer executive direction in
the interests of national eco-
nomic planning.

Developments of the
State-Owned Sector

The Italian Government ac-
quired most of its large and
complex network of holdings,
not by legislative action, but
through financial rescue opera-
tions during the depression of
the early 1930s. At that time
it established the Institute
for Industrial Reconstruction
(IRI) as a channel for advance-
ing cash to the large commer-
cial banks--which were the dom-
inant stockholders in major
industries--in exchange for the
industrial securities held by
the banks. The large banks
also held most of their own
stock, through controlled
holding companies, and these
too were taken over by IRI.

The government's policy--which
amounted to nationalization--

was enthusiastically supported
by the industrialists and the

bankers, who were thus bailed

out by the taxpayer.

Successive Italian govern-
ments since World War II have
maintained their industrial
empire, justifying this as
"directly related to the process
of removing imbalances in the
economic and social structure
of the country." Despite the
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size of the state firms and
their importance in various
essential sectors of the econ-
omy, however, the concept of

a market economy has not been
abandoned. This is in part
reflected in the form of the
government's participation.
Whereas the transportation and
most of the communications
facilities are directly con-
trolled by the cabinet ministries
concerned, the government's
participation in the indus-
trialenterprises is through
the ownership of equity shares
which, since early 1957, have
all been held by a Ministry

of State Holdings.

As specified in the enabling
legislation, that ministry’'s
principal function is to "pro-
videover-all direction and co-
ordinate the economic activities
of the firms under its jurisdic-
tion." It was not intended,
nor has it developed, that the
ministry should directly manage
the business activities of in-
dividual firms. The law further
provides that the activities of
the ministry are to be coordi-
nated with the government's
over-all economic policies
through a standing committee
composed of the prime minister
and the principal economic
ministries.

With the exception of com-
paratively minor industrial
interests, all of the govern-
ment-owned companies for which
the Ministry of State Holdings
is responsible now are grouped
according to the type of com-
modity produced or service
rendered under about a dozen
very large holding companies.
These companies are themselves
subsidiaries of and directed
by the two giant holding cor-
porations, IR{ and the National
Hydrocarbons Agency (ENI). A
third corporation, the newly
established Electric Energy
Agency (ENEL), will be under
the supervision of the Ministry
for Industry and Commerce.
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ITALY: GOVERNMENT- OWNED ENTERPRISES

NISTRY MINISTRY OF INDUSTRY AND COMMERCE |
(Minister: Giorgio 8o, Christian Democrat)

(Minister: Emilio Colombo, Christian Democrat) |
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STANDING COMMITTEE
1 Prime Minister (Chairman) i
4 Ministers of State Holdings, Budget, Treasury,
Industry, and Labor '
(co-ordinates activities of Ministry of
State Holdings with government's general

¢ INTERMINISTERIAL COMMITTEE

; Prime Minister {Chairman)

g Ministers of Budget, Treasury, Industry,

! Public Works, State Holdings,and Agriculture;
11 annal end long-range prog! of

omic policies)

(opi
{ agency; lssues directives)

|

i RECONSTRUCTION (istituto per
sl

INSTITUTE FOR INDUSTRIAL 17

la Ricostruzione Industriale; IR}
i (President: Giuseppe Petrilli)

3

Enterprises ***

i SUBSIDIARY
# b FINSIDER HOLDING
i’ ! Iron and Steel COMPANIES
£

£

e FINMECCANICA
Manufacturing Firms
for Automobiles,
Machinery, Tools, etc.

b FINCANTIER ]

Shipbuilding
Enterprises

! e FINMARE
Shipping Companies

| Jromem STET
Telephone Companies

e FINELETTRICA

/| NATIONAL HYDROCARBONS% .
100 AGENCY (Ente Nazionale :
3 | drocarburt; ENIY |

i i (President: Marcello Boldrini) :

e AGIP

MINERARIA

Exploration and Production
of Oil and Natural Gos

pune SNAM

Pipelines and Tonkers
p==ANIC

Refining of Petrochemicals
e AG1P

Marketing of Petroleum

Products
OTHER

Nuclear Power; Pipe
Manufacturing, and
Other Equipment
Producing Firms.

Electric Utilities*

! Jr—BANKS

Banca Commerciale [taliana
Credito Italiano

Banco di Roma

IRI interests in other banks**

b MISCELLANEOUS OPERATING COMPANIES
Including:
Alitalio (State Airline)
Rodio-televisione ltaliana (RAI-T V)
Some road building firms
Some textile manufacturing firms
Some glass preduct firms

Some communications equipment firms

The state-owned enterprises
are, on the whole, efficiently
run businesses. The present
government has attributed to
them much of the credit for
Italy's high economic growth
rate, pointing out that in
general they have expanded
production faster than firms
in the private sector. During
1962-65 it is expected that

state-owned firms will invest
over $4 billion in the economy.

| HOLDING COMPANIES AND i, ~ ELECTRIC ENERGY AGENCY ¢ |
{ FIRMS DIRECTLY RESPONSIBLE :  (Ente per I'Energia Elstrica; ENEL) ®

| TO THE MINISTRY
: Minerals & Metals Agency
(AMMI)

(President: not yet oni

: Film Companies

Py

oo ;

UNCLASSIFIED

MINISTERIAL CONTROL OF OTHER
ECONOMIC ENTERPRISES

MINISTRY OF FINANCE
Salt, Tob and Banana Monopoli

P

MINISTRY OF POSTS AND TELECOMMUNICATIONS
) tonal Teleph Authort

Postal and Telapho':s Service

MINISTRY OF TRANSPORTATION
State Railroods

MINISTRY OF THE TREASURY
Govemment Bank
Government Printing Office

MINISTRY OF PUBLIC WORKS
State Roads Authority

MINISTRY OF AGRICULTURE AND FORESTRY
Public Forest Authority

* Equity shores in these concemns are to be transferred to ENEL.
** The government,but not IRl, also controls the four " Banks of
Public Law" and many savings banks throughout the country.
+4+0ne subsidiory, ITALSIDER, Is the lorgest steel complex in Europe;
plans to expend about $1 biliion by 1966 under expansion program.

e e e

Institute for Industrial
Reconstruction

IRI is by far the largest
financial holding group in Italy.
According to its official report
for 1961, assets of the indust-
rial and banking concerns under
its control amounted to about
$11.25 billion: $5.22 billion
for the industrial firms, $5.86

billion for the "banks of national

interest," and the balance rep-
resenting other assets.
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Through its six subsidiary veloped, with the full support
holding companies, the institute of the government, into one of
by law supervises firms wholly the most dynamic and controversial
or partially government-owned enterprises in Europe. The agency
which produce a substantial has been a major factor in the
percentage of Italy's basic national economic recovery, and
industrial output. Firms con- most Italians regard Mattei as
trolled by IRI are estimated a national hero who enhanced the
to account for 80 percent of country's prestige. Through
Italian shipbuilding and to its five subsidiary holding
produce more than 90 percent companies, ENI manages govern-—
of Italy's total output of pig ment firms concerned with the
iron, 57 percent of its steel, exploration, production, and
and 40 percent or more of its marketing of petrochemical prod-
ball bearings, as well as a ucts as well as many firms which
lower but still significant produce equipment related to
percentage of the output of this industry. ENI operating
many other industries. Notable companies and their subsidiaries
other examples are those enter- have worldwide interests rep-
prises producing railroad equip- resenting a multibillion-dollar
ment, machine tools, precision industrial and commercial empire.
instruments, electro-mechanical
products, and cement. IRI has Mattei's death in October
a complete monopoly in Radio- posed questions as yet unresolved
Televisione Italiana (RAI-TV) regarding the course of future
and in the national telephone Italian petroleum policies.
system and airline. IRI's The situation is further com-
control over Italy's three plicated by the fact that many
largest banks and its substantial aspects of ENI operations were
stock interests in many others known only to Mattei. On several
facilitate implementation of recent occasions, the government
a national credit policy. has expressed its firm intention

of continuing Mattei's inter-

Although the government national oil policies in full.
had been criticized in the Certain of these policies, in-
past for subsidizing IRI pro- cluding a trade agreement with
jects that turned out to be the Soviet Union, have generated
uneconomic, the company's considerable criticism outside
performance in this respect of Italy. Moreover, his financial
appears to have improved mark- arrangements granting oil-pro-
edly since 1957. The precise ducing countries a larger share
path by which government funds of oil profits than had been
flow into state enterprises is customary in international practice
very difficult to chart because elicited the animosity of other
of the complex methods employed companies.
in extending financial aid and
because "write-offs" have been A recent indication of the
fairly common. According to government's determination to
the minister for state holdings, foliocw Mattei policies was the
state contributions to the agreement signed last month
various capital endowments of between the government of the
all state firms (including ENI) Congo and ENI's subsidiary AGIP
probably amount to about 8 per- for the construction and opera-
cent of their total financial tion there of a 600,000-ton
requirements for 1962. refinery. Mattei's innovation,

the 50-50 capital provision ar-
National Hydrocarbons Agency rangement, is provided for in
the agreement.

ENI, under the leadership
of the late Enrico Mattei, de-
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Despite the government's A recent example of the
intentions, it seems unlikely near-complete independence which
that ENI's activities can be state enterprises have is shown
maintained in the long run as by the proposal for Italian

aggressively and as brilliantly assistance through the state-
under the leadership of another owned Alitalia airline in the
individual. development of a Somali airline--
a project considered to be of
Although Marcello Boldrini considerable political importance
was promptly appointed to succeed |to Rome. The government, although

as ENI president, there was ap- it did not know either the de-
parently considerable wrangling tails of Alitalia's offer to the
between Christian Democratic Somalis or its negotiating position,
leaders over the selection, and was prepared to make up any deficit
his appointment, which expires "ijf Alitalia decided" to partici-

on 31 March, will probably not pate in the project.
be renewed. It is doubtful in

any event that the ultimate Industrialists in the state
successor will be able to re- sector--like major private eco-
constitute the political in- nomic interests--constitute a
fluence wielded by Mattei, who-- isignificant political force.

as a financial angel to various Although this derives partly
political parties and newspapers—-|from the patronage and financial

probably was the most powerful resources available to them,
individual in Italy. more significantly it comes
through default. The government--
Extent of Government Control an "absentee landlord'"--does
not normally intervene to con-
The government asserts trol those business activities
that the state firms have per- of state-owned firms which might
formed a "fundamental function have international political
in the field of programed eco- implications and, in fact, sup-
nomic development.'" As provided |ports these as contributing to
by law, since 1957 they have the general economic welfare.
funneled close to 40 percent of
their new investments into the Pressures for Change
economically depressed south,
which private capital has tended For purposes of national
to shun. It is planned that reconstruction and reform, how-
state firms will allocate $1.7 ever, the government is trying
billion to this area between to assert a greater degree of
1962 and 1965.. direction over the state-owned
enterprises. Public planning
In most respects, however, functions, in which state firms
the government does not exert will play a key role, have been
executive control over the state- jbrought under the recently es-
owned enterprises, the large tahlished National Economic
IRI subsidiaries and ENI have Planning Board, which is scheduled
enjoyed almost complete latitude |to submit its preliminary re-
in running their corporate af- commendation this month. The
fairs, and the criteria for government also plans "some re-~
their activities have normally organization'" of the Ministry
been strictly business consid- of State Holdings. This re-
erations rather than the national |organization has been billed as
interest. Although financial a move to get more efficient
reports on each of the state management of the various state-
enterprises are submitted to owned companies and to "assure
Parliament as required by law, that their activities conform
these are usually fragmentary with the objectives of the govern-

and apparently often deliberately iment's economic program."
distorted.
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The government's efforts
to gain increased control will
be resisted by the entrenched
state managers and others who
argue that this will stifle en-
trepreneurial initiative. The
lack of an expert staff to in-
vestigate the activities of the
state firms will also be a
handicap.

This resistance was illus-
trated during a top-level con-
ference last month on the role
of state-owned firms in attain-
ing the objectives of an eco-
nomic plan. IRI's president,
while conceding the value of
over-all planning, emphasized
that public organizations must
continue to operate on the same
business basis as private firms.
Socialist Party (PSI) Deputy
Riccardo Lombardi, who is con-
sidered the probable successor
to party leader Pietro Nenni
and is the party's expert on
economic matters, responded
that the time has come for
state firms to modify their
operating methods. He asserted
they might be assigned objectives
within a general development
plan which might not permit
profitable operations.

Opposition to change also
comes partly from private monop-
olies which control several of
the most important fields of
the economy, such as the chemi-
cal and automotive industries.
Conservative opinion generally
is opposed primarily out of
fear of increased public in-
tervention in the private sec-
tor, which they feel would
adversely affect their business
interests. There is real con-
cern among some conservatives
that any extension of govern-
ment control is fundamentally
harmful to the democratic con-
ception of private enterprise.

However, there is no
evidence that these groups are
exerting any serious pressure
to return government enterprises

to private ownership. Instead,
they are concentrating on efforts
to bring down the government in
the belief that it is the pro-
ponent of policies inimical to
their interests.

The issue was drawn still
more sharply by the nationaliz-
ation in December of most of the
firms producing electric energy.
The firms affected, together
with those already owned by the
government, produce roughly
three quarters of the country's
total output of electric energy.
The measure was bitterly opposed
by private industrialists and
business circles generally on
the ground that it lacks economic
or social justification. Right-
wing circles are also alarmed
because passage of this bill was
the principal requirement laid
down by the PSI as part of the
price of its acquiescence in
the formation of the present
government.

Except for that from the Com-
munists, who recently issued a
call for nationalization of the
sugar, cement, and chemical
industries, there are no pressures
at present for additional national-
ization measures, and the Fanfani
government has no plans for any.

Fanfani's Christian Democrats,
at their national council meeting
last summer, passed a resolution
that they would not consider
any further nationalization
proposals, and the parties to
the right of the Christian
Democrats are also opposed.
Although the backbone of the
PSI's economic program is state
supervision and regulation of
all phases of economic activity
and the party's long-range ob-
jective is the eventual exten-
sion of state control over in-
dustry, party secretary Nenni
and other PSI leaders have in-
dicated that the party does
not intend to propose further

nationalization "for a long
time." (CON TIAL)
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