e . M 4 .
: R | : -
APPROVED FOR RELEASE -1

DATE: MAR 2004

CENTRAL IQTELLICENCE AGENCY

WASHINGTON, £.C. 20505 EE; Eé;
— (b) (6)
011 Q&R S 2LHaP-T4
2 23 Scptember 1974
MENORANDUNZEORTS
SUBJECT : Background Materials on I1tallidn ECCNOAIT

and POllthal Probigias

1. Atthched are sonc articles on Italian cconcric

and political developments | prepargd By thc Offlcoﬁbf%@mg

P S 2 TR I I R TSR
*
M

Economﬁc“Reqearch‘andﬁthc~Off1cc S FY¥CUrYe

.............

i N HEEP RS RSO EhS ¥

2

- .

OTfficc”0L ECONOMIT RUnTUrem

—

Distribution: ~6490
Original *. 1 - Addresscee (handcarried) N
"\ - D/OER ' -
1 -
l -
1 -
1 -
-
1 r———




ITALY: AUSTER(TY POLITICS o R
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. Thr- cminznt C!-' s:: 1 D zmocratic” Party Ammtorc Fanfam nt this time and thus’ madc it
,has'pap": Soer As.intzeny dn“u'«-.cs:. but the  impossibie for leaders further to the feft fo turn
political 2-~d" ¢zcremis $iu3lidn remans un-  their o ssatasfachon mto an c‘fcchvc chailcnge. o
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+ settied 25 th2 Cc'r.m...s' Party and o ¢anized

¢ laber sez« (¢ force chirgss in :h: gJ.craent'’s® The feft jomf‘d in supporimg a BT‘a‘ﬁarcsolu-

: austerit p':-r‘.m S L tion . that affirmed traditional party posmons in

‘ . L A " general terms and emphasizad once again “the

T Develepme x:-:r. .D.m:crats'; -ideological .diffcrences separating the Christian

 Nationz 2] C:..:-.: o should  Democrats and the Communists. Some left-ving ¢
postpors fusthar p i lzaders  leadars, however, imade it clear during debale that -
ship unsi 2 fa the - thay fevored a more open. attitude toward the b
questinn =f closer lis 2zn h* c:.s.:'n.na'nt" " Communist Parly, tlinister ‘of Industry Do Liita. -~ - ¢
and ths Cummurisl rFiviy, EOTS w";ﬁaﬁs:zanw “wient so far as to call for an undefined “accord®™ -

. DeatceisErgsicsl .Iré"»"" ke xor=E  wilh the Communists, while others labeled {he

- Communists ' ““democratic™ and argued that na-
: : tional sovereigiity would not be *
. The ‘Christi’n D- csratic !a‘t s ressed its -thc; weere to enfer the govcrnment. . _
dissatisfasilcn vath < -';:;':\.' t2adzrshp, tut it el S
AvEs epmatenty consirs nid by therealizidon thet- . - Jus( bcforc the Ch. M:an Dcmocrats mct the ‘
an opz dsft-rightisgiv withinth2nzrl s could - - country’s three major trad2 union confederations
jeoparcize Primz Li'misizr fumor’s 2iforis to steer.  decidad to press for changes in the austerily pro-
tha go.srrraint’s scenim e p*c"a ) .nr::.:;h par- © - gram. The changes: that tabor wants resernble’
liameri. In *ddn.:om thegarty's mest inftaential. . emendments to. the program now being pushad in - .
left-of-zzatar l“a:.‘er-r:‘éign. linister - Aldo- parhamant by the Communists. Their-common- -\ .
Tloro—dacidzd not 1o brzak with ,pqw chief  goeat'is to reduce-the impact. of. the pregramon .
L SO _* lower incoms groups and {0 increase the burden .
. ‘!- . PR VRN I . on the wealthy. ThezCommunistszareztryirgstos . -
1
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ThetéﬁSﬁr‘ﬁomJo?&“drﬁ“ﬁrbmase”bclwcbu_thc;
hivomsidésE he government could accept some of -

v . ( \ _ _"‘1ho proposed changes in the austerity program’
| \’ |

/

'fw.t out seriously jeopardizing its goal to -boost. .
taxes by $4.7 billion. A few of the propos Ms,

v N |- bowever, such as reducing the increases in utility © .
. -2 NGl o] rades, wrould cut into the heart of the program by
. oy ' [ C ,undummmg lhe ob;cchvc of rcducmg domvshc o
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ITALY: AUSTERITY BEGINS

Prime tinister Rumor’s government  ap-
sroved a package of austerity measures last weelsy
sutsth=zcosttionzvillz Ve I6TCIeIrTsomeTaTijor
wedleszfhoiprogramzisstotdealie foctively=Rville

B e ot

halysRisantingcconomic:problenisy

The austerity program provides for an in-
wrease in corporale taxcs from 25 to 30 pereent
aind an incrcase in some categories of personal
income {ax along with measures {o improve the
tax collection &pparatus. The value-added tax on
some basic consumer items and on luxury goods
will be raised substontially. Gasoline taxes wiill
increase by 25 cents per gallon bringing the cost
of premium o aboul $1.80 por golion, and em-
ployer and emnloyce contribulions for health ser-
sices will go up.

These increases are designed to raise govern-
menl revenues by $4.7 billion. Most of the {unds
vill be used to lower the large budget deficit.

The program is a first step toward the goal
of -improving [Haly’s internationaf ciedit standing.

The new lax mcasures will dampen domestic -
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demand and, if government cstimates are accu-
rate, will hold growth of thegross national prad-

uct o between 3 and 4 percent per yaar and
reduce mmpurts somewhat over the next 12
months. :

| WhHETResthieTprogratisactuallysmesisathese
pbjecliveshowover-will-depend darcelzzongthe

deégfeerniicooperalion=from=organizaztaborand,,
thezpublicxaenerzilys=as swell: iEthegovern,

ment'$abilityMoiadminister:thetintricatéiprogram,
effectivetyy The three labor confedaraions are
united in their dislilee of the program, vshich theoy
fear will result ia facrcased unempleyriznt and
more inflation, They are divided, houwe rar, over
how far labor should go in 1rying to bring about
changss. Some labar faclions are preparzd to cait
a gencral strike while others are counseling
modcration, The thiee confoderations will mest
{his weekand {o formiutlate an official re:ponse to
the government’s proposals.

a}g‘a@@ﬁvcn il labor gocs along, the govcfn:nent vill
f face (Reaformidable task. of implementing the

austerity m@asures. The ‘ltalians are nctorious’y
adept at circum“'.?cnﬁng taxes; mest cre probat’y
unwilling to accept a'decline in their present few ol
of consumption for the $ike of the absiract con-
cept of national weifare. Thisylactor, combinzd
with the cumbersomie nature ~ofy tha Halicn
burcaucracy, could hinder the gov?:’hf:eni's ci-
forts to produce results rapidly. The sug Sagt that
does cxist for the program could evapogaic

- quickly in the face’of rising prices and diminish-

ing disposable income.

F=7 Although the coalition parties arc publicly

comniitted to support the program, the potitical
scene “fegains tense. The Socialists hove made
their support, conting:nt upon acceptanze of this
prograru by%ﬁw:i:cd tabar. The dominant Chris-
tian Democrats, ’?ﬁq.’mwhilc, are preocet.piad by
scrious inlernal quarfel, Partly leaders ara sharply
divided over the implications of Christizn Demo-
cratic defeats in the (livoi?c;{clcrcx:dtcrw and the
Sardinian regional clection, The left-wing -abeut
30 percent of the party=-is in opeg rove It agairst
the leadership of Amintore Fanfanixll 2s2 tssues

-~ will be holly debated by the NatienabCouncii--

the parly’s highest execntive hody- whe ;\t meels

on July 18, PO
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National Intc”igcncc Bullerin July 12, 1974
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ITALY

ﬁkéﬁq postponement of the Christian Democratic Party's
NationalhCouncil meeting, originally set for today, is
indicativesof the serious internal quarrel that now prc-

occupies the paity. The council--the Christian Democrats!
highest dcliﬁprative body--~will ncet instead cn July 18,

Christian Dcmocratic leaders are sharply divided over
the implications\gf the sctbacks suffered by the party in
the divorce rcferendum on May 12 and the Sardianian re-
gional election in\June. The Christian Decmocratic left,
alony with some moderates in the party, views these de-
feats as evidence that the party must respond mcre ef-
fectively than in the past to thcrdesire of the electorate
for inrovative social and cconomic programs. Tie feeling
is widesprecad that the party must also find new and younger
. faces to replace, or at lecast augment, the stable of

older Christjan Democratic ‘personalities who have domi-
nated the party for years and account for the "musical
chairs" quality of pestwar Italian governments. Many
Christian Demccrats fear that the party risks losing the
dominant position it has hcld sigce the end of World War
II if it does not act on these issues.

The debate has comc to center on 66+ycar-cld party
leader Anintore Fanfani. During most of his long carcer,
Fanfoni was associated with the party%s left-of-center
elerents, but he has recently acquiredta more conserva-
tive image. Criticism of Fanfani is rifq\within the
party's left wing, which holds him personally responsible
for the downturn in Christian Democratic fortunes. /-
Whether the left is able to pose a real threat to Fanfani,
however, will depend mainly on the position taken by the
most influential of the party's left-of-centerjlcaders--
Foreign Minister Aldo Moro. There are signs th Lt Moro
will join the opposition to Fanfani, although pcshaps
not until ne:xt fall. |
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¢ Christian Dcmocrats’ wea]nnOd position has also
exposed<them to increased pressurc from their Socialist
coal:tloﬁ{ artners and from organized labor. The Social-
ists have beocome more agscrtive in coalition deliberations
and nmay pushlcventually for some ¢f the more important
‘ministries traditionally held by the Christian Cemocrats.
The labor confiéderations, mcanwhile, will meet next week

- to formulate a fficial response to the government's
austcrlty program, Labor is likely to press for sharp
cuts in the vast state burcaucracy~-one of the Christian

Democrats' main powcr bases.

~

The Communist Pé*tv is divided over howv best to ex~
ploit the situafion. “fthe party sccretariat, however,
reportedly has orderecd“that no actlon be undert“xen that
would worsen the Christian Democrats' internal crisis cr
lead to a change of governwment before next fall. oTne-
nist chief Berlinguer fcels; that overly agqre551ve Co.m
munist moves at this time m;ght cncourage a shift {o L‘,_

right within the Christian Democratic Party.




