Domestic institutions and Italian foreign economic policy


The domestic institutions of foreign economic policy (FEP) are those sectors of the public administration which deal with the internationalization process within each sub-system: Italy, in the case in point. There are three levels of the decision-making process. 

The first concerns the ministry apparatus. The most advanced OECD countries have promoted different institutional frameworks in FEP. In France, Germany, Spain and Japan, decision-making is concentrated in one ministry: it is the hierarchical model, more inclined to a certain dirigisme towards firms. In the United Kingdom (UK) and USA, where private enterprise is more autonomous and laissez-faire oriented, the main pattern is that of a coordination process among ministries (Bonvicini, Guerrieri 1997). 

 
The second level concerns the public bodies appointed to support the internationalizing of exporters and investors abroad, like the foreign trade institutes, the insurance-against-political-risk bodies, and financers of exports and investments. The difference in the domestic institutions may follow an ideological cleavage. Liberalism is based on simplification of the state ministry apparatus, privatization of the public FEP companies and the banking system, reliance on laissez faire in public/private relations (as in the UK and USA). Protectionism suggests the reinforcement of public institutions in the decision-making process, non-privatization of such bodies and the use of some state dirigisme towards private operators (as in France and Japan). 


The third sector of domestic FEP is foreign aid. Public institutions for development cooperation are characterized according to their emphasis on: bureaucratic decentralization of independent external agencies (liberalism); subordination of the technical agency to the Foreign Affairs minister (protectionism). Sweden, the UK and the USA have applied the former model, Japan and France the latter (Cunningham 1996).

The inter-ministry level 


The decision-making process in FEP during the “first republic” was based on fragmentation, provoked by the lottizzazione (parcelling out) of ministry positions among the different government parties (Cotta, Isernia 1997). The institutional model was anarchical, and communication among the different administrations was low. There was an official inter-ministerial coordination body, but it proved to be ineffective. Various ministries had a finger in the FEP pie. The Treasury Minister controlled SACE (Sezione autonoma per i crediti all’esportazione, the public insurance body) and Mediocredito (the export financer). By contrast, the Foreign Trade Minister (FTM) presided over ICE (Istituto del commercio estero, in charge of foreign trade information) and Simest (Società italiana per le imprese miste all’estero, the joint ventures scheme supporter). Again, the Foreign Affairs Ministry (FAM) was entitled to participate in FEP decisions, through the general direction of economic affairs (DGAE) and that of development cooperation (DGCS). Private enterprises were dissatisfied with the public support: such bodies proved inefficient, into the bargain. Then again, Italian banks, which were mostly public, gave scant support to medium/small exporters in their foreign activities.


The reform brought in with Prodi's FTM (Fantozzi) in '97 regulated the FEP decision-making process, trying to introduce a coordination model in Italy. The decree, which became effective in '98, also favoured shifting the export credit functions to a state body - Simest which previously financed only joint ventures, especially in Eastern Europe -, from Mediocredito -a public entity that had been privatized. Finally, Fantozzi's reform aimed at developing a "paternalistic", that is to say somewhat dirigiste, role in the selecting of geographic priorities from the institutions towards the exporters.


The main change concerned the reform of public ministries. In the past ('94/5), the debate among the parties had been lacklustre. Both right (Alleanza Nazionale, Forza Italia, Lega) and left (PDS) proposed merging the FTM and the Industry Ministry, but the project was abandoned. The debate over increasing state dirigisme towards private operators had supporters, to right and left (especially Rifondazione Comunista). Marzano, in charge of economic matters for Forza Italia, said that Italy must choose a strategy that could defend the "national economic interests". Thus, the right did not actually promote any laissez faire stance limiting the discretionary powers of governments towards business. That there were no deep objections to the reform was partly because right-wing radicals (like former FAM Martino) took a lofty attitude towards the leftist government, given that their own distance from dirigisme was vast. They should have favoured total privatization of the system, but did not propose it. 


The main initiatives, then, came from the ministers. The starting point for the reform is that political decisions should be thrashed out by the council of ministers, with a privileged role for the Prime Minister. Institutional coordination among the ministries was delegated to the CIPE (Comitato interministeriale per la programmazione economica). The decree produced two conflicts, both of them involving the FTM. On the one hand, the FTM and the FAM were in competition for direction of FEP. Fantozzi supported the CIPE, precisely because the FTM would have a sort of "primus inter pares" role within the "cockpit" of FEP. The FAM rejected the idea of co-ordination and would have liked to apply a hierarchy of powers in FEP, based on diplomacy, through parliamentary approval of a new organizational structure of that ministry. On the other hand, the FTM and the Industry Minister joined hands in favouring the above-mentioned shift of functions from Mediocredito (dependent on the Treasury Minister) to Simest (dependent on the FTM). However, these conflicts were solved by political manouevring. There was a compromise among all these administrations, based on joint-decision making processes. In actual fact, the FTM was looking for more power, threatened as it was with merging with Industry or fragmentation into several ministries. However, the leftist government (through the Department of the Public Function under Bassanini) later decided on a reform that led to incorporation of the FTM (now a general Direzione) within the Ministry of Productive Activities.


From 2001 on, the new rightist government began work on a project to reform the institutional apparatus of FEP. At the beginning (summer 2002), Berlusconi declared that he was willing to incorporate the Bureau of Foreign Trade (together with ICE and Simest) within the FAM, following the institutional framework of Canada. The minister of Productive Activities, Marzano, proved none too keen on losing an important area of management. As things turned out, once Berlusconi left the Farnesina, the new foreign affairs minister, Frattini, set about bringing in a new reform(in 2003/4). In fact Marzano and Frattini worked together in order to promote some sort of bilateral coordination in FEP. First, so-called joint offices began to be organized in foreign countries (linking embassy, ICE, etc. functionaries , ); second, “low politics” coordination began within the FAM - CIPE dealing with “high politics” coordination -, involving meetings among functionaries from the Foreign Affairs Ministry, the Foreign Trade Bureau and ICE. The main point of conflict concerned who would be entitled to direct the “joint offices”. The reform was founded on a flexible proposal, that is to say the minister of Productive Activities would choose either managers coming from the private sector or functionaries from the three above-mentioned public organizations. In synthesis, the right gave the FAM a more prominent role in decision-making, while with the leftist reform it had been somewhat marginalized by the economics ministries (who comprised a majority within the CIPE). 

Reforming the public entities for internationalization


In 1994 the debate on reforming the Istituto del commercio estero (ICE) began. The right-wing government (Lega and Forza Italia), through FTM Bernini, proposed retaining the public company status, but demanded that labour relations be privatized: a sort of "corrected" laissez faire. The leftist opposition rejected the privatization project, but admitted (PDS) that the board of directors could have more powers in labour relations. The centre in the form of the Partito Popolare (PPI, heir to the DC) was more conservative, though one politician (Andreatta) had favoured the most liberal proposal: privatization of ICE. The extreme right (Alleanza Nazionale, AN) and the extreme left (Rifondazione Comunista) were against even semi-privatization. 


In '96, the left-wing government abandoned all thought of a project smacking of even mild liberalism, for example some form of  labour flexibility. In '97, the ICE reform, fully elaborated by the government, was approved by parliament. FTM Fantozzi persuaded the PDS not to push for any innovation. Forza Italia was passive, if only because the former FTM Bernini had not been re-elected. The main business association, Confindustria, was against semi-privatization, lest this entail paying ICE services twice: through taxes and through new (and more expensive) rates. Only the Lega Nord did not vote for the final law. As the rules have not changed substantially, the hopes of the new government were pinned on the new executives of the ICE. They re-organized the staff, marginalized some old "burosauri" (bureausaurs), and re-located some offices - too many of which were in Europe. The outcome of the ICE reform was favourably received by the so-called "triangle" of leftist parties, lobbies and public bureaucracies. Parliamentary commissions did not play any real role in that process: debates at the Industry or Foreign Affairs Commissions were notably insignificant.


After 2001 (in 2004), another important reform of the right was the partial privatization of the public body designed to promote export insurance, SACE - though  the percentage of the public quota of SACE remained more than 50%. In 2004, Berlusconi’s FAM, Frattini, started to organize (within his ministry) the constitution of a consultative body (the “internationalization task force”), composed mainly of private managers, who were supposed to be more efficient than ICE functionaries, especially in personnel training – not much covered, to be sure, by ICE.

Reforming development co-operation institutions


The first project to reform foreign aid institutions was presented by Berlusconi's FAM, Martino, at the end of '94. He wanted to set up a technical agency, following the model of USA bureaucracy: thus, a private foundation. The government (the FAM) would maintain the political decision-making role, while the foundation was to manage the technical issues. The diplomats had been poor managers of foreign aid in the previous decades, especially due to interference by parties that used such funds illegally. The left opposed Martino's project for partial privatization of the institutions of development co-operation via a newly established "foundation" (and not a public agency) for foreign aid. 


The left-wing government duly espoused the "agency" project. In '96, FAM Dini proposed a new disegno di legge with a basic difference. Now the agency would become a public body. The right (especially Forza Italia) did little or nothing to defend Martino's reform. AN presented a project that was even more conservative than the government’s in that it opposed the constitution of the agency. Within the left there were some attempts (by the PDS and the PPI) at promoting a "semi-privatization", which meant giving the public agency the power to make labour relations more flexible. However, the government decided on the most conservative stance, rejecting any correction of the protectionist model, there being strong pressure from the state workers' union.  


The second conflict concerned the dividing line between the political - managed by the FAM - and the technical side (or agency). Martino had wanted a strong hierarchy, based on the FAM. Within the left, the PPI and PDS pressed for higher status for the FAM, while the most radical parties (the Greens and neo-Communists) wanted to limit the diplomats' powers. The government chose a compromise, at the risk of creating an inefficient organization: the FAM was to retain many functions, with cuts in personnel. Agency supporters complained that some basic technical decisions (like the overall plan of "country-programs") were still under the responsibility of the diplomats. In addition, there were other conflicts that could not be properly represented for reasons of space. One concerned the destiny of diplomats and technicians of the DGCS who were accused of corruption; another one the manner of exercising political control; others touched on the role of private actors (business and NGOs) or decentralization to the different regions.


In sum, the reform to the domestic institutions of foreign aid would produce limited change, since the cooperation agency would remain public. The left-wing government preferred a protectionist reform, even rejecting the corrections proposed by some moderate parties in the coalition (PDS and PPI). When the Prodi government fell, there was an attempt to resolve the FAM/agency conflict. One parliamentarian from the Greens (Boco) was the mediator, but he proposed a solution favourable to the technicians; under-secretary Serri defended the diplomats' power. The outcome was a short-term compromise: some asymmetries in favour of the FAM – which duly increased its personnel - and Agency participation in decisions concerning the country programs – but without any clear institutionalized “division of labour”. However, the divisions among the leftist coalition meant that the law was never approved. The main objectors were the FAM Dini and the in-coming prime minister for the late 90s, Amato, who was a previous member of the Socialist party and thus close to the Foreign Affairs minister in rejecting the agency project. Pannella attempted to clarify the reform deadlock. Two coalitions had emerged: one based on the diplomats, the other on the left-wing foreign aid operators . The latter insisted on corruption cases being held in order to depose the former from key roles in the decision-making process. There were some issue networks, formed of experts in foreign aid; in principle these should have been independent, but in the long term they were co-opted by left-wing parties, who also created their own networks in order to influence the reform outcome. Radical left-wing parties (the Greens and the neo-Communists) co-opted the proposals of an independent issue network (Adocs), while moderate parties (like the PPI) built their own policy network based on the research institute Ipalmo, whose director was former DC senator Bonalumi.


The right (especially Forza Italia) was absent from this policy area. AN defended the interests of low/medium level functionaries. After Berlusconi won the elections in 2001, several reform projects were presented in parliament. Two of them, drawn up by the Lega and Christian Democrats, were quite similar to those of the left under the past legislature, while both the Forza Italia and the AN projects rejected the notion of an agency. Naturally, the FAM functionaries had strongly opposed any such institution, which was perceived as a “ministry of foreign aid”, though the same competition (for example) had never existed between FTM and ICE. In short, during the right-wing government, the reform was frozen and failed (once again) to be approved. 

It would in any case have produced but limited change in the foreign aid organization structure; the only change would probably have been larger scope for diplomats promoting tied aid. 

Conclusions

Some explanation of the reforms needs to be presented. In fact, the two hypotheses were highly complementary: one ideological, based on the weakness of liberalism in the Italian right- and left-wing parties; the other one rational, founded on role dynamics among public bureaucracies. Naturally, these hypotheses should be tested through more extensive comparisons.

The main promoters of the domestic FEP institutional framework were the bureaucracies; there were some party projects, but of little account. The inter-ministry framework reform of the left, which led to a “minilateral” coordination (through revitalization of the CIPE) had no political slant; it was mainly promoted by the ministry functionaries from the FTM directorate. The same pattern occurred on the right; the FAM and the FTM worked together on a “bilateral” coordination reform. Both outcomes can be explained by role dynamics. Rational choice scholars (Breton 1979) assume that, in order to maximize their own power - in terms of career and bargaining counters in different arenas -, ministers sacrifice the citizens' interests and form an alliance with the bureaucracies. The role of lobbies would be limited as well, especially in the initial decision-making phase. Another major reform in Italy, and again promoted by the bureaucracies, was that, following Berlusconi's visit to Russia, business had participated in diplomatic activities with institution representatives. In '96, Dini promoted an institutionalized negotiation channel at the FAM (chaired by the director of economic relations), in order to organize the participation of businessmen in official visits (inside and outside Italy).

By contrast, the organization pattern of the foreign aid agency was more dictated by ideology, since the decision-making process was here mainly anchored to party projects. The left-wing governments promoted the agency project, while the right opposed it. Ultimately, both projects were based on public management of development co-operation: either by the FA minister (according to the right), or by a public agency (in the left-wing project). The scenario of an independent (and private) technical agency was rejected by both coalitions, confirming the pronounced weakness of liberalism in Italian political culture. 

Finally, reforms in public support to the internationalization process have followed a combination of the two models, because both parties and bureaucracies were involved. On the one hand all schemes for liberalizing or semi-privatizing the ICE have been ignored or not defended by the left; on the other hand, the right-wing government only effected “partial” privatization of SACE. This empirical evidence points to the weakness of liberalism in both coalitions. Parties promoted their reforms, bureaucracies applied their vetoes, as and when liberal reform projects (like some concerning ICE) were presented. 
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