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CODE 18-77

COVERING CONFIDENTIAL

Reference

Mr Vereker okt =

ROME TELNO 130: ITALIAN POLITICAL SITUATION
T

Should this telegram have been sent "Immediate!

2. Mr McCarthy's comment that it adds nothing to prfgs}-eporting
implies that it should not have been sent at all rather than with a
routine precedence. But we must look at it from the post's point
of view. They have no idea what the UK press is saying, and know
that we are anxious for news: the alternative would be to await
the receipt of the UK newspapers and then decide if they needed to
add to whatever they said. There is also no guarantee that all
those concerned in Whitehall will see the relevant press reports.
In brief, I do not think that a post can reasonably be expected
either simply to assume that the press will accurately report and
analyse a situation of this nature, or wait for the UK papers to
arrive for them to check, when they are aware that we are keen to
know progress. Given the communications situation at that time,
I see no alternative to an Immediate precedence; a Routine
telegram would presumably have been held up for days. BE Rome
have in fact behaved very responsiblef during the period of
industrial action, sending very few telegrams.

%o I must confess, however, that I see no cause for a Confidential
classification.
) W
/%
P G Harborne
5 April 1979

COVERING CONFIDENTIAL
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SCANDAT, AT THE BANK OF ITALY e
s Many thenks for your letter of 6 April. Although the situation
continues to develop daily, I thought that since we have a bag

leaving this evening I would take the opportunity to bring you up

to date.

2. After 12 days in prison Sarcinelli was eventually released on
bail, but not before Baffi had agreed to suspend him temporarily
from his office, which seems to have been the immediate purpose of
the investigating judge.

Sio Following his relezse, the managing Council of the Bank of Italy,
in Baffi's convenient absence in Basle, passed a resolution requesting
the Government to reinstate Sarcinelli in his position: the Government
have the power to do this, since he is one of the directors of the
Bank. The Council of Ministers was due to meet today to discuss this
request, and it was widely expected that they would indeed have
reinstated Sarcinelli. However this possibility has now been =
pre-empted since the investigating judge yesterday took action by
direct order to suspend Sarcinelli from his job pending the outcome

of the case, in what was clearly a deliberate move to forestall a
decision by Ministers. The magistrates have the power to do this
under an Arficle of the penal code ich permits the suspension of
public officials where charges ag; st them are particularly senious:
but this is in fact a provision which has rarely been invoked in the
past. Since the charges so far made against Sarcinelli are not
regarded as all that serious the whole affair is beginning to look
more and more like a plot designed specifically to keep him out of
office. The case could in fact drag on for years. It has been u
widely pointed out that the only people who have rea}ly sgffered so

far in the 18 months judicial enquiry into the SIR financing have

been Sarcinelli and a lawyer who was accused of reluctance to provide
evidence, neither of whom could possibly have been central figures in [
the affeir.

ac, Meanwhile there has been growing press criticism of Andreotti
for failing to make his position clegr, a}though the 11 members of
the Government who belong to the Ninlstgrlal Committee for Credit
and Saving did so in unequivocel terms in the Bank of Ttaly®s favour
(I was wrong in suggesting in the last paragraph of my letter of

/26 Mawch
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26 March that Andreotti had endorsed their resolution). Andreotti's
office were in fact belatedly putting it about earlier this week that
he was in favour of the reinstatement of Sarcinelli. The most probable
explanation of Andreotti's equivocal behaviour is that in order to
resolve what is fast becoming a serious clash between Government and
magistrature he needs to avoid being drawn in decisively on either
side. This is very much his normal style. There are however some

less attractive stories being widely publicised concerning Andreotti's
involvement with the protagonists of a number of financial scandals,
partlcularly the Italcasse scandal, and his alleged determination to:i
De rid of Sarcinelli, who had brevented senior Christian Democrats

from resolving some of these scandals by dubious finsneinl means. It
1S rumoured that Andreotti would like to replace Baffi with Milazzo,
who is his Chef di Cebinet, and was previously the Head of the
Ragioneria della Stato in the Ministry of the Treasury, or by Ciampi

who is thought to be relatively amenable to the Christian Democrats.
One particular story in this context seems to be based on rather
firmer evidence than the rest: the Milan magistrate charged with
investigating the Sindona case, who evidently has a high opinion of
Sarcinelli, released two weeks ago a deposition made by Sarcinelli

to him in which Sarcinelli alleged that not long ago he had been
pressed by Evangelisti, vho is a junior Minister at the Presidency

of the Council and Andreotti's right hand man, to agree to the use

of 150 billion Lire of public money to bail out some of Sindona's
debt-ridden companies, and thus enzble Sindona's name to be cleared.
It is very difficult to distinguish truth from fiction in all these
stories, with which the political weeklies have been having a whale
of a time, but they do show quite convincing evidence of considerable
friction between the Bank of Italy, and patticularly Baffi and
Sarcinelli, and certain members of the Christian Democrat Party.

Some of the dirt being thrown around may well rub off on Andreotti,
particularly since, whatever his real relationship with these shady
financiers, he apparently did have some social connections with them,

though those who have observed Andreotti over a longer period say that i

his ability to extricate himself from compromising situations is
unrivalled. £

56 We received some interesting background on the whole story from L
the economic spokesman of the Italian Communist Party, Barca, last

week. He said that some two years ago, following the imposition of

new exchange control legislation, the Italian financial police had
conducted a series of investigations which had led them eventuallx to
request documents from the Bank of Italy. After initial reluctance

these documents had been provided and hsd gone to the magistracy. The

latter had then been unzble, since they lacked the technical expertise,
to complete the investigation, and had entrusted the matter to a number
of "experts" appointed by themselves. Among these experts, by chance

or otherwise, were the lawyers of the Caltagirone brothers, protagonists
in the Italcasse scandal. A number of Bank of Italy documents had

gone missing, and copies of these had in fact formed the basis for

the magistrates' recent assault against the Bank of Italy. There is

a certain ring of truth in this story.

6. It is very difficult to see the way ehead. Clgarly_the
magistrates' action to force the suspension of Sarcinelli puts Baffi,
who faces the same charges, in an remely difficult position. There
are rumours in the press today that he and the.other.dlrectors of the
Benk will resign this week. This is not the first time that this

|
|
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S been said. He is however under considerable pressure from >
?andolfl to remain on at the Bsnk, and before the latest developments,
we were told that it was unlikely that he-would resign, if he did
resign at 211, before the annual general meeting of the Bank on i
31 May. (This was the occasion at which Carli apnounced his surprise
resignation in 1975). If Baffi does not receive any sign of support ‘
from Andreotti, he will clearly have to consider offering his }
resignation: but the only effective support Andreotti could give i
vould be to6 refer the magistrates' decision to suspend Sarcinelli ‘
to “the consitutional court. Unofficizl press briefing from Andreotti's
office suggests that he is unwilling to do this while heading a |
caretaker government. And we hzve just heard that today's meeting of
the Council of Ministers én the case has been postponed sine die.

It is in fact becoming increasingly difficult to foresee how 2 change

in the leadership of the Bank can be zvoided.

7. lMeanwhile there are some quite serious economic implications. £
Not surprisingly, we understand that the banking supervision 7
activities of the Bank of Italy are practically at a standstill.
This means that the Bank of Italy's traditional moderating role in
the shady world of Italian high finance is not being exercised at
all. The persistence of such a situation would be extremely unhealthy.
We also believe that practically no sgreements for assisted interest 3
rate loans availsble in one form or enother under Ttalian legislation
are at present being granted, since nobody is willing to risk having
his decision investigated by the magistrates. Clearly this tendency,
alit all?wed to develop, is going to cause even more paralysis than is
normal!

8. T will write again when the situation develops further. i am
‘sorry there appear to be so many diffuse strands in the story — but
that is the nature of Italian politics. 3406

A C Galsworthy

cc: D Gore-Booth Esq FRD, FCO
P G Harborne Esq WED, FCO
A M Porter Esq Overseas Dept, Bank of England
s XK Colvin, RD, FCO
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1. THE COUNCIL OF MINISTERS ANNOUN STERDAY; 14 APR]
THAT THE NATIONAL ELECTIONS WILL TAKE|PLACE Ol 3 AUD 4 JUNE
IE OME WEEK BEFORE THE EUROPEAN ELECTIONS.

24 ALTHOUGH IT HAD BEEN EXPECTED UP UNTIL A WEEK AGO THAT THE
T¥O ELECTIONS WOULD BE COUPLED, IT WAS ONLY REALISED AT THE LASH
MINUTE THAT LEGISLATIVE ACTION WOULD BE REQUIRED TO ENMABLE
YOTING N THE NATIONAL ELECTION TO TAKE PLACE ON SATURDAY 9 AND
SUNDAY 1% JUNE (RATHER THAN ON A SUNDAY AND MOMDAY AS USUAL 1N
ITALY) o SINCE PARLIAMENT HAD ALREADY BEEN DISSOLVED, LEGISLATION
COULD ONLY BE INTRODUCED BY DECREE LAW WITH THE UNANIHMOUS ARRROVAL
CF ALL PARLIAMENTARY GROUPS. THIS APPROVAL WAS NOT FORTHCOMING; & l
{
1

AND THE UPSHOT WAS THAT THE QOVERNMENT DECIDED TO ACCEPT THE
ADVICE OF ITS CONSTITUTIONAL EXPERTS AND HOLD THE NATIONAL

ELﬁCTIONS ONE WEEX EARLIER. THE COMMUNISTS HAVE CRITICISED J L;
THE DECISIOM ON THE GROUMDS OF THE ADDITIOMAL EXPEMSE AND oy
DISRUPTION THAT WILL BE CAUSER BY HAVING TWO ROUNDS OF F}
ELECT10ONS. THE SOCIALISTS, WHO HAVE ALWAYS BEEN PARTICULARLY I

ANXIOUS TO AVOID HAVING NATJIONAL ELECTIONS FIRST, HAVE DESCRI|BED |
IT AS A CYNICAL DECISION DESIGNED TO REDUCE THE SIGNIFICANCE OF THE
EUROPEAN ELECTIONS,. . -
THEY ARE THREATENING TO TAKE THE MATTER TO THE EUROPEAN COURT OF
JUSTICE **TO PROTECT THE EUROPEAN ELECTORAL RIUGHTS OF ITALIAN

GlT ZENS 70

3, DESPITE THE CONTROVERSY SURROUNDING THE DECISION THERE NOW
SEEMS NO DOUBT THAT THE ELECTIONS WILL GO AHEAD ON 3/4 JUNE.
THE ELECTION CAMPAIGN DOES NOT FORMALLY OPEN UNTIL & MAY BUT THE
[/ RPOLlIrten.
CONFIDENTCH L




CONEDENTIAL

POLITICAL PARTIES ARE ALREADY STAKING OUT POSITIONS. FOLLO L gy

BERLINGUER’S RALLYING CALL AT THE RECENT COMMUNIST PARTY CU¥IKESS

(PARA 5 OF MY TUR) THE GHRISTIAN DEMOCRAT PRESIDENT, PICCOL1,
STATED CATEGORICALLY LAST WEEK THAT THE GHRISTIAN DEMOCRATS
WOULD NOT FORM A GOVERNMENT WITH THE COMMUNISTS. HE SAID THAT
THIS WAS NOT A MATTER OF DISCRIMINATION, BUT A RATIONAL CHOICE
DESIGNED TO CREATE THE CONDITIONS FOR AN EFFECTIVE ALTERNATION
OF POWER., MEANWHILE THE SOCIALIST PARTY SECRETARY CRAX! HAS
MADE CLEAR, IN REPLY TO OVERTURES FROM BERLINGUER FOR ??UNIFIED.
PARTICIPATION OF THE LEFT’® IN A GOVERNMENT AFTER THE ELECTIONS,
THAT THE SOCIALISTS WILL NOT FIGHT AN ELEGTION CAMPAIGN BASED
Gl SUPPORT FOR COMMUNIST DEMANDS TO ENTER THE GOYERMMENT.
CRAXI ADDED THAT THE |HPORTANT [SSUE WAS NOT COMMUNIST ENTRY
INTO GOVERNMENT (THOUGH THE SOCIALISTS WOULD NOT OPPOSE THIS)
BUT THE CREATION OF AN |NDEPEMDENT THIRD FORCE ROLE FOR THE
SOCIALIST PARTY.

2

Ly FCO PLEASE PASS TO ALL SAYING ADR// ADDRESSEES.
CAMPBELL

/—'eo/ Wt PR D
W 5D

RERAEAISDH NS
REQUASNMTD _
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Mr Osborn
Mr Thompson

L o lzc
cc: Mr Goodison, ROME bRl e
_——Western European Dept, FCO | 10APR 1979
Mrs Colvin, Research Dept, FCO =

CONVERSATION WITH DR NEZZO

1. On Friday, 6 April I took Mrs Kathryn Colvin of Research Department
to call on Dr Alessandro Nezzo, the Managing Director of the Cassa di
Risparmio delle Provincie Lombarde. .

2. In some ways Dr Nezzo was rather less pessimistic than usual. He
said that there were some encouraging features about the current economic
situation and that in particular thetsmall and medium industry was going
well. He said that this illustrated the fact that the Italians with

their talents and ingenuity were perfectly capable of achieving prosperity,
if only their Government would allow them to get on with it. The one thing
that had been completely destroyed by the years of misgovernment was the
currency. The accounts of the Government, the State enterprises, and the
banks, were full of paper assets which could never be realised, and of
debts which could never be paid. The situation was so much beyond control
that the only possible solution was to cancel everything and start again.

3. Dr Nezzo said that the real malaise of Italy was not economic but
political. Governments since the war had destroyed the currency by
attempting to buy popularity with unrealistic concessions to the workers;
they had failed to carry out the reforms that were necessary, and they

had gradually brought the country closer to a position where Communist
participation in the Government was virtually inevitable. He thought that
there would certainly be risks in this participation, but he felt that the
risks would be even greater if the Communists continued to be excluded,from

particip

tioMm=in=the=C

P H SCOTT

9 April 1979
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British Embassy
Via XX Settembre 80A 00187 Rome

Telex 61049 Telephone 4755.441

Your reference

i P G Harborne Esq
FCO
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Date 9 April 1979

Deur Pelsr

-

! P
\ | NEW ITALIAN GOVERNMENT

Ao I enclose for your records a complete list of the

members of Andreotti's Fifth Govermment which, even though

it failed to obtain a vote of confidence in Parliament,

| formally took office on 21 March (the date on which the

| new Ministers were sworn in) and will remain the Government

| of Italy until such time as a new government is formed after

! the elections. On past form this might not take place until
as long as one and a half to two months after the elections,

| so that the present government could easily have at least

fowrmonths in office.

Yours evel

Mast
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THE FIFTH ANDREOTTI GOVERNMENT

PRIME MINISTER
Under-Scretaries

V
| THE SOUTH
l

FOREIGN AFFAIRS
Under-Secretaries

INTGRNAL AFFATRS
Under-Secretaries

GRACE AND JUSTICE
Under-Secretary

BUDGET
Under-Secretury

FINANCE
Under-Secretaries

TREASURY
Under-Secretaries

DEFENCE
Under-Secretaries

EDUCATION ° 3
| Under-Secretaries

(DC-PSDI-PRT coalition)

'TAMBRONI ARMAROLI Sen. Rodolfo (

ANDREOTTI On. Giulio (DC-4nd., )
EVANGELISTI On. Franco D(_}-And.g
BRESSANI On. Piergiorgio DC-Mor.
BOFFARDI On. Ines DC—And.;
BASSI On. Aldo DC-Mor.

DI GIESI On. Michele (PSDI) -

- FORLANI On. Arnaldo ' Enc-Fanf.\
BATTAGLIA On. Adolfo PRI)
SANZA On. Angelo ; EDC—Base)
SANTUZ On. Giorgio DC-F.N.)

ROGNONI On. Virginio DC—Baseg

. LETTIERI On. Nicola DC-Mor.

_ DARIDA On, Clelio DC-Fanf.)
OCCHIPINTI Sen. Antonino PSDI)
MORLINO Sen. Tommaso (DC-Mor. )

SPERANZA On. Eduardo (DC-Col.)

VISENTINI Sen. Bruno éIRI)

ABIS Sen. Lucio Gustavo DC-Dor.)
MALFATTI On. Franco Maria (DC—Fanf.g
AZZARO On. Giuseppe DC-Fanf
AMADET On. Giusepre FSDI)

DC-Dor.)

PANDOLFI©On. Filippo Maria 21)0—1)01' )
CORA On. Renato DC-Dor. )
LIGIOS Sen. Giosué (DC-F.N.)
VENANZETTI Sen. Claudio (PRI)
ERMINERO On. Enzo é C-Dor. ;
MANCINI On. Vincenzo DC-Base

RUFFINI On. Attilio ; DC—Dor )
PETRUCCI On. Amerigo DC-Dor. )
CAROLI On. Giuseppe DC—Fa.nf )
SCOVACRICCHI On. Martino PSDI)

SEADOLINI Sen. Giovanni I‘RI)
FALCUCCI Sen. Franca DC-Fanf.)
ARMATO On. Baldassarre DC-F.N.,
DRAGO On. Antonino DC-And.)

R ——
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PUBLIC WORKS COMI'AGNA On. Francesco

Under-Secretaries GIGLIA On. Luigi
FONTANA On. Giovanni
AGRICULTURE MARCORA Sen. Giovanni
Under-Secretaries ZURLO On. Giuseppe

CACCHIOLI Sen. Gino

TRANSIURT (& MERCHANT NAVY) 'PRETI On. Iuigi
Under-Secretaries DEL RIO On. Giovanni

DEGAN On. Costante
(Merchant Navy)

POSTS AND TELECOMMUNICATIONS COLOMBO Sen. Vittorino

Under-Secretaries TIRIOLO Sen. Elio
g DAL MASO On. Giuseppe
INDUSTRY NICCLAZZI On., Franco
Under~Secretaries BAIDI Sen. Carlo
RUSS0 On. Ferdinando
LABOUR SCOTTI On. Vincenzo
Under=Secretaries PICCINELLI On. Enea

PUMILIA On. Calogero
RIVA Sen. Dino

FOREIGN TRADE
Undcr-Secretary

STAMMATI Sen. Gaetano
CIFARELLI Sen., Michele

BISAGLIA On. Antonio
REBECCHINI Sen. Fraaco
GUNNELLA On. Aristide
VIZZINI On. Carlo

STATE HOLDINGS
Under-Secretaries

HEATTH

| ANSEIMI On. Tina
Under-Secretaries

VECCHIARELLI On. Bruno
ROCCAMONTE Sen. Giosi

ARIOSTO Sen. Egidio
ROSA Sen. Vito

TOURLSM AND ENTERTAINMENT
Under-Secretary

CULTURAT. I'ATRIMONY AND
SCIENTIFIC RESEARCH
Under-Secretaries

ANTONIOZZI On. Dario
POSTAL On. Giorgio
SPITELLA On. Giorgio

;
. _gbc-nase)
§

CIAMPAGLIA On. Alberto

TRIT)
DC-Dor.
DC-F.N.

1C-Base)
DC-Dor. )

PSDI)
DOsFanf . )
C—Dor.,

ESDI)

DC-Dor.

DC-F.N.E
DC-Dor.

PSDI)
DC-Dor.
DC-F.N

EDC—And o))
Egg Ea
FSDI)

(et

)C-And e

DC-Dor.
DC—BaaeS
PRI)
TSDI)

DC-Moz, )
DC-Fanf.)
3 SDI)

EPSDI)
DC-Mor.)

DC-Col.)
Dc-Dor.z
DC-Dor.

(v




CHRISTIAN DEMOCRATS

Andreottiani:
Dorotei:
Base:
Tanfaniani:
Moroteis:
Colombiani:

Forze Nuove:

SOCIAL DEMOCRATS:

REIFUBI ICANS:

CHRISTIAN DEMOCRATS

Doroted:

Tanfaniani:
Forze Nuove:

Banre:
Moroteis
Andreottianit
Colombiani:

SOCTAL DEMOCRATS:

AL e e

REPUBLLICANS:

ALEUDU S Yo

o e

STRENGTH OF GROUPS

MINISTERS (21),

N NDw W

2
18
U8
T4

4
253

Andreotti, Scotti, Stammati;
Bisaglia, Pandolfi, Ruffini;
Marcora, Rognoni;

Forlani, Malfattij;

Anselmi, Morlino;
Antoniozzi;

Colombo V.

Ariosto, Di Giesi, Nicolazzi, Preti-

Compagna, Spadolini, Visentini.

UNDER-SECRETARIES (49)

132

Abis; Baldi, Cacchioli,, Cord, Dal
Maso, Degan, Lrminero, Giglia,
Petrucei, Postal, Spitella,
Tambroni Armaroli, Tiriolo;

Azzaro, €aroli, Darida, Del Rio,
Palcucei, Piccinelli, Vecchiarellij;

Armato, Fontana, Ligios, Pumilia,
Russo TI'., Santuz;

Mancini V., Rebecchini, Sanza, Zurlo;
Bassi, Bressani, Lettieri, Rosaj
Boffardi, Drago, Evangelisti;
Speranza:

Amadei, Ciampaglia, Occhipinti,
Riva, Roccaronte, Scovacricchi,
Vizzini.

Battaglia, Cifarelli, Gunnella,
Venanzetti.
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Andreoti was delighted to bow out

The government that didn't

want to live

FACM CUR SPECIAL CORRESPONDENT IN ROME

“It’s pure Pirandello™, mused a journalist
watching a broad smile settle slowly
across the face of Italy’s prime minister,
Mr Giulio Andreotti, when his govern-
ment crashed to defeat on a-vote of
confidence in the senate on March 31st.
As in Britain three days before, the
government’s defeat was by a margin of
one vote. But, unlike Britain's, nothing
would have dismayed Italy’s government
more than winning; Mr Andreotti’s relief
at being thrown out of office was plain to
all.

Mr Andreotti had accepted that a gen-
eral election was inevitable from the
moment in February when Italy’s Com-
munists, on being refused government
jobs, decided to go into outright opposi-
tion. The Christian Democrats feared
that unless a general election was held
fairly quickly, the Communists might re-
gain in opposition some of the shine they

had lost in two and a half years of
supporting a Christian Democratic
government.

So when Mr Andreotti formed a coali-
tion government in mid-March, he made
it as unpalatable as possible. The two
non-political ministers in the previous
government, put there as a ion to

the European parliament in June. But
after the death last week of the govern-
ment’s sole piéce de résistance, the Re- "
publican leader, Ugo La Malfa, there
remained no possible excuse for. the So+
cialists to support the government.

Mr Andreotti still feared that his gov—-
ernment’s suicide might be prevented by
deputies from National Democracy, a.,
breakaway group of the neo-fascist Ital-* >
ian Social Movement. He said in advance
that his government would resign even if
it won a vote of confiden¢e with their
support. Enter Mr Amintore Fanfani, the
veteran Christian Democratic leader
kicked upstairs to the honorific post of
president of the senate in 1976, who has::
been trying to slide down the banisters
again ever since. Mr Fanfani, as holder of
the second office in the state, said that if
the government won its vote of confi-
dence he would advise President Pertini
that parliament should not be dissolved.
So Mr Andreotti’s whips darkly hintea
that, in order to make certain of the
government’s defeat, Christian Demo-
cratic senators would discreetly absent
themselves from the voting. At least one
senator is thought to have done this to
ensure the government’s narrow defeat.

Ignoring a last-minute plea from the -
Socialists for another attempt, the fourth.
in two months, to find a government,’
President Pertini dissolved parliament on
Monday. Polling will almost certainly
coincide with the European elections, on
June 10th in Italy. The election campaign
will be one of the longest in recent Italian
history—more than 60 days—and is likely'
to be marred by terrorist attacks. 22 R

Mr Andreotti was not always keen on
taking advantage of the drooping Com- -

the left-wing parties, were unceremon-
iously dumped to make way for political
minnows from two small parties—the
Social Democrats and the Republicans—
which had joined the coalition. “It was a
government begging to be defeated,” Mr
Bettino Craxi, the leader of Italy’s third
party, the Socialists, told your correspon-
dent last week.

By abstaining, the Socialists could have
kept the government in office. Mr Craxi
wanted the election postponed until the
autumn, after what he expects to be a

munist p ge in the opinion polls to
spring a general election; he was enjoying
his indispensability as the only Christian
Democrat thé Communists felt they -
could trust. But he realised that when the
frustrated rank and file of the Communist"
party wrenched its leadership into oppo- -
sition, the pressure for an early election -
within the Christian Democratic party”
would become overwhelming. <
The ruling party has long been' split
between those who, like the party secre-
tary, Mr Zaccagnini,. wanted to stave off
an election and favoured co-operation -

Socialist success in the direct elections to
/

with the C and those who,




like the party president, Mr Piccoli, felt
that the Christian Democrats should deal
with the Communists only from a posi-

tion of electoral strength. In 1977 Mr .

Forlani, the foreign minister, who will be
Mr Andreotti's main rival for the job of
prime minister after the coming election,
tried to unseat Mr Zaccagnini with the
support of the anti-Communists in the
party. He failed, narrowly. But since then
the conservatives have gathered support,
and a challenge to Mr Zaccagnini at the
party congress in the autumn is expected
to succeed. So Mr Andreotti has been

EURGPE

reverse. The Communists have lost not
on!y votes but also much of their vaunted
unity.

If the Christian Democrats do well in
the election, they will be eager to attach
themselves to the Communists again and
bleed them for more votes. They also
need the co-operation of the Communist
trade unions, which last year helped to
keep inflation down and the balance of
payments heftily in surplus. Above all,
the Christian Democrats would like to
prevent the Communists moving into

skilfully dissociating himself from the
party secretary over the past few months,
presenting himself less as the friend of the
Communists than as the man who dished
them. K

So what will happen after the election?
The Christian Democrats, who until now.
have been pursued by a Communist suit-
or eager to get into government, are
likely to start trying to woo the Commu-
nists. Both Mr Andreotti and, surprising-
ly, Mr Forlani have taken to saying that
the clection will change little. The Com-
munists might lose a percentage point or
so, the Christian Democrats gain one; but
government, they say, will still have to be
by agreement between the Christian
Democ-ats and Communists. :

Yet the Christian Democrats’ modest
electoral expectations are not supported
by the outcome of last year's local elec-
tions, in which some 4m people voted and
which are usually an accurate guide to
general election results. The Communists
Jost more than 6% of their vote in these,
while the Christian Democrats gained 1%
and the Socialists 2%. If these results
were repeated in the general election,
they would give the Christian Democrats
a comfortable 11% lead over the Com-
munists, making an agreement with Ita-
1y’s second largest party unnecessary.

The Christian Democrats’ electoral
bashfulness is understandable enough: a
lot of pecple who voted for them in panic
at the Communist advance in 1976 would
withdraw their support if they thought
the Christian Democrats would win easily
anyway. But there is a more subtle reason
for converting leading Christian Demo-
crats to the idea of a permanent alliance
with the Communists even though elec-
toral arithmetic makes it seem no longer
necessary. The Communists _ originally
thought up the idea of a “historic com-
promise” coalition with the Christian
Democrats in the hope that the senior
coalition party would thereupon sphl.
with its anti-Communist wing going into

opposition” (see below)
after the next election, which is likely to
gain them-votes in the future. If the
Christian Democrats get enough votes at
the next election, they might even offer
jobs in the cabinet to the Communists—
who, despite their present standoffish-
ness, might find them hard to refuse.

Italy’s Communists
Ciao, ciao,
compromesso

FROM OUR SPECIAL CORRESPONDENT IN ROME

The Italian Communist party’s strategy
since 1973 of forming a ‘“historic compro-
mise” coalition with the Christian Demo-
crats and the Socialists has evaporated.
This was the central message delivered by
the Communists’ doleful-looking secre-
tary, Mr Enrico Berlinguer, at his party’s
15th national congress in Rome from
March 30th to April 3rd.

The previous congress was held in
1975, on the eve of a local election in
which the Communists almost overtook
the Christian Democrats as Italy’s major
party, and success was in the air. But this
time the bounce had gone out of most of
the compagni, facing the prospect, ina
June election, of losing a fair number of
votes for the first time in more than 20
years. Party membership, at some
1,790,000, is 24,000 down on last year.
New recruitment to the party last year
was 41% lower than in 1976.

On paper, the historic compromise
remains the strategy of the party. But it
no longer necessarily means that the
Communists must enter a coalition gov-
erment. As Mr Luciano Barca, one of
the party's senior secretariat (politburo)
members, explained to your
correspondent:

The historic compromise means the ac-
ceptance of the Communist party as a
party of constitutional dignity. You have

opposition, leaving the
dominating the government. Instead,
after two “and half years of (;ommunisl
co-operation with the Christian Demo-
crats, the result has been almost the

i
a historic p between the La-
bour and Conservative parties in Bri-
tain, in the sense that each accepts the
other as a constitutional party, and each
does not seek to unravel everything the
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other does when it takes power. Thus
the historic compromise embraces both
the idea of the Communists coming to
power with the Christian Democrats and
the Socialists, or alternating in power
with the Christian Democrats.

Which strategy does the party now
favour? A
Adfter the election, we shall ask to join in
a government of national emergency
with the Christian Democrats. If we are
excluded, we will go into opposition.
There will be no middle way.
Mr Berlinguer, in his winding-up speech
to the congress on Tuesday, reiterated his -
= 7 o =

pp

Mr Barca insists that opposition will be
of a “constructive” kind, and that the
party has learned from its two and a half
years close to government.. - o

In the past we used to make proposals, «

and expect the government to find the -

money for them. Our proposals will now
be much more realistic. We will not be
secking the radical transformation of -
society. =
Thus the party seems likely to urge re-
straint on its followers in the unions,
particularly as most of the three-year
wage contracts now being negotiated will
be concluded during the election cam-
paign, at a time when the Communists
least want strikes to disrupt industry.

But the Communists will feel free to
attack Christian Democratic maladminis-
tration—such as the “clearly political”"
motives behind the recent arrest of a
deputy director of the Bank of Italy. The
prospect of a moderate Communist oppo-
sition recouping its lost votes is clearly
intended to worry the Christian Demo-
crats; and the Communists even seem to
be putting out feelers towards the Social-
ists for a new left-wing alliance—al-
though the Socialists have rarely been so
anti-Communist as today. :
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Ttaly plans td cut
petrol consumption

From George Armstrong -
in Rome

Italy’s Ministry of Industry

plans to reduce petrol con-
sumption despite the fact that
Italians are using more and
more petroleum products. And
the move could drastically
change the Italian life-style.
.. The Government claims it
does not intend to raise the
rice of petrol, which already
s £1.20 a gallon. Instead it
would shut down ail petrol
pumps on Saturdays, Sundays
and holidays, except those on
the mctorway. A motorist run-
ning low on petrol would thus
be obliged to pay a toil, to zet
on the motorway in order to
refill his tank.

Pumps near Italy’s frontiers
would rot be allowed to sell a
motorist more than half a tank
if he was about to leave the
countty. And since France is
the only Eurcpean country
with more highly-priced petrol,
Italian -motorists heading for
Switzerland, Austria or Yugo-

_“slavia, or boarding a car ferry

for Greece, would be lucky if
they purchased Italian petrol
when approaching the border.

All advertising signs would
be switched off ; outdoor night
sports events would be re-
stricted ; speed limits on the
motorways would be observed ;
public offices would have only
one hour for lunch instead of
the usual three ; and all offices
would be required to shut at
5 30 p.m., rather than at 7 30
or 8 0 as now. Buildings could
not be heated in winter more
than 70 degrees Fahrenheit.

On certain weekends no pri-
ate cars would be allowed to
circulate unless there was an
urgent reason. These and other
provisions under study would
reduce Italy's petroleum con-
sumption by about 5 per cent a
year.

Italians consumed 5 per cent
more petrol products in Feb-
ruary than during the same
period last vear ana during
March the increase was 10 per
cent. With good weather
expected, April's increase is
likely to be 15 per cent,
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BY PAUL BETTS IN ROME

MR LAN WHITTOME. Euro-
pean director m he Interna-
tional Monetary Fund, is b

in Rome on one of his periodic
visits to review the state of the
Ttalian econ But in sharp

contrast with Italy’s painstaking
negotiations for a S530m loan
with the IMF two years ago, the
Italian  monetary authorities
have no intention of asking for
new support from the fund, at
this stage at least.

During the past two years,
'herc has been a spectacular
improvement of the economy
with am overall balance of pay-
ments surplus of nearly Iﬁl)f)l)bn
(£3.45bn) last »
stability of the a substan-
nal increase in foreign exchange

rves. and a reduction of in-
ﬁalmn from levels of more than
20 per cent to an annuai rate
of 12 per cent last year.

At the weekend, official
figures indicated a sustained
recovery in industrial
with an increase of 8.2
n the volume of production la“t

February compared . with the
sanie month I vear, confirm-
ing the enc nz trend of the

Jast guarter last year. Indeed,
there has now alsc been an u;
ward revision of last Januar:
figures showing

an
of 5.6 per cent over

January 1973

However. despite this overall
improvement, there are growing
anxictics that the situation

FINANCIAL TIMES

cutting dated _

919
.E&S.ﬁ‘i‘i-......_ 19

ieties cloud the Italian

The Bank of Italy last night
ruled out any further easing
of lending restrictions for
commercial banks, in an effort
to prevent the crnnomlc
Tecovery now underw:
provoking a runaway upsurge
in inflation.

Ceilings for the expansion
of eligible loans will remain
at 18 per cent ahove the
March 1978 baseline for next
mouth, 21 per cent for July
and a simiiar figure for
September. This amount to
a maximum permitted lending
2rowth of 16 per cent for the

vear to

1524

recovery

'the  PSBR's inflationary
Tepercussions.
diag HoTe 1ed

The central bank said last
night that a few months ago a
loosening  of curhbs might
reasonably have been
expected. But now that,
expectations of inflation had
increased, any such move
could merely serve to finance
a speculative wave of stock-
building by companies.

Monetary authorities will
review the credit position in
September. In the meantime
the maximum on loans
exempted from restrictions
will stay at L100m (£60,000).

could again deteriorate sharply.
Retail price inflation is
currently increasing above the
13 per cent mark. the impact
of the renewal of a number of
major national labour contracts
threatens to act as a further
stimulus to intlation, and the
country's public sector borrow:
ing requirement (PSBR) ri
becoming seriously out of hand.

Sig. Bruno Visentini. the new
Budget Minister in the care-
taker Government of Sig. Giulio
Andreotti and the chairman of
the Olivetti mechanical engineer-
ing and electronics  group,
warned at the weekend that
wage and shorter working hours
demands by lradc unions were

incompatible with the general
target of containing the rise of
labour costs, and prevent any
real increases in wages over the
next three years.

The current round of wage
negotiations has been further
soured by the country's general
electics campaign, which
increasingly risks becoming
focused on the key issue of
whether or not the Communist
Party should directly participate
in_any new governmen'

The general election has also
cast a cloud over efforts to
contain Italy's ever expanding
PSBR. This has traditionally
been one of the IMF's main

areas of ongern here in view of

WA
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three-year (1979-81) Economic
Recovery Plan, drawn up at the
end of last summer but now
seemingly indefinitely shelved,
PSBR was to be contained th
vear to some L36.5000n. or the
equivalent of 15.2 per cent of
GDP compared to 16.5 per cent

sequence of the dissolutivi of
Parliament last week. important
draft legislation to correct the
structural distertions of the
Italian public sector has ncen
ost. -~

Meanwhile alarm has
growing over the possible
cussions of the recent increases
In oil prices w are expected
to add an additionai L1.000bn to
Italy's annual oil import bill

The proposed measuses,
designed to effect a saving of
some 4m tonnes of petroleum
equivalent this vear. inciude.
among others, the t down of
all petrol siations at weekends

ic holidays, harsher
mits, earlier closing ime
all offices, restrictions on
neon advertising, stadium fiond-
lights, and private car use on
and a heating
limit of 20 degreas centigrate
for all building: There are
also proponsals to increase the
price of petrol by L100 a iitre to
Lgon,

been
0
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' Andreotti Cabinet fails to

BY RUPERT CORNWELL IN ROME

IN AN atmosphere of undigni-
.fied confusion, Sig Giulio
Andreotti’s caretaker Cabinet
failed last night to decide the
precise date of the forthcoming
| General Elections here, due at
the latest on June 10.

Under the Constitution, the
poll has to be held not earlier
than 45, and not later than 70
days after dissolution of the two
Chambers of Parliament, an-
nounced by President Sandro

Pertini on Monday.

Untit 48 hours ago, it had
been taken for granted that the
elections would be held ovei
the weekend of June 9 and 10,
alongside the direct elections to

dissolved could be recalled to
approve sueh a measure, the
way would be open to cbstruc-
tionism and filibustering by the
left-wing Radical Party and the
extreme Right, both of whom
said yesterday they were
opposed to the double election.

If the Government pushed on
and ordered the joint vote, the
election result could be
challenged on a technicality,
and possibly invalidated, experts
e

ay.

This impasse is a considerable
embarrassment for Si¢. Andre-
otti, and a big worry for the
Socialists, whose entire strategy
has been 10 try to ensure that
their expeected strong showing
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natlonal elections.

The Prime DMinister's maing
tactical concern has been toy
spin out proceedirss so that the
dissolution _ would just falli
within the 70 days before June;
10. 3
It is also widely believed that!
the Radicals have been tacitly
encouraged in their defiance by
factions of the Ch an Demo-;
crats, strongly opposed to hold-{
ing both elections togetner, and?
none too well: disposed tewards
Sig. Andreotti

To hold the two polls separ-{
ately would mean thata possible |
saving of L150bn (£85m) of
administrative  expenses in-,
curred by the Government;

the European Parliament. -

But Justice and Interior
Ministry officials have found
that legal and constitutional
difficulties block such a com- g
bined vote. These snags have,:
predictably, been exploited fo!

in Europe spills cver into would be lost.

SRPRRE PEERE I R SRSt e S

political ends. e |
The Government will make 7
e another effort to decide the 2

issue next Tuesday, By then, it%
will either have succeeded in
breaking the political deadlock, !
or dates other than June 9 and”
10 will have to be chosen. The |
‘ most likely alternative is con- |
sidered to be June 3. gt |
This somewhat ridiculous |
: denouement to a nine-week
crisis follows the discovery that, ¢
to hold the two elections simul-
tancously, the Government .
would be obliged to launch a }
| decree law, requiring approval |
] from Parliament, within 60 |

days.
] Even if a Parliament al
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Tialian bank chief wins freedom

At the Bank of Italy it is an abecration in 2 country
being said. that Mt Sarcineili where the Catholic party has
Sarcinelli, a Was appeinted by the Head of held control of almost every-
deputy director-general of the State, following recommenda- thing for more than 30 years.
Bank of Italy, vesterday was tions from tae Government, If the Italian financial and
granted provisional {reedom by and that only the Treasury banking world is now in chaos,
3 State prosccutor and released Minister can suspend him. so is the political world. The
from Rome's Queen of Heaven However, Mr Pandolfi, the Government was lo have de-
Puison, wnere he had been Treasury Minister, and the cided two days ago on the date
held for 12 days. Government, are_on record a5 for general elections, and now |

The proseculor also advised supporting Mr Baffi and IS has postponed  the _decision
oot AtheplCentral fassstati e tave urged boh yntil next Tuesday. The idea
e ©°Mr Paolo Baffi, that the not to resier It either did Te of holding national elections
law says th civi sign, or was suspended, the on the same day as those for
charged with a serious crime entire board of diractors has the Kuropean Parliament, on
must be suspended from his threatened alse to quit. That- jupe 10, would Tequire
job. * would _throw Italy's  fancial changing an Ttalian law that

Mr Sarcinelli_and Mr Bafi world into grealer chaos. says the polis must remain
are charged with failing to _The Bank of Italy a Y
Send to the punlic prosecutor 13 probably political: Mr Sar Luropean rule is that the polls
the Central Bank's reporl on cinelli ar;d the lB;ngl, gzw:mc; can be open only one day-

i3 n| 2 ar ega cuble becaus X
the financial ‘stanL\mg of Mr are in leg: The small Radical Party has

From George Armstrong
in Rome
Mr  Mario

chemiczl they tried to p State loans
magnate who has reccived to other poweriul men with said that it will filibuster to
State loans and Eu\())zi‘;iicslt:,lal- P[z\vcréu! lf)olx;u.i.l ‘Connfcn“at?sé block any change in the law
Jing more, than £1, millions. e Bank o taly alst a8y % S
Thg charges, according to the been the only major Italian v'h“: ,’rl comes lher‘"e _P“]h'
local press, are likely to be institution that has remained TeBh hey want the two elec
upgraded to include embezzle- outside the Christian Democ- tions held separately, sne week
meat. rats' bailwiek. It is therefore apart.
e L

candal” gpen for a-day and a half. The
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British Embassy { 1CAPRE9]9 1 -
ROME \‘77 e ) 6 April 1979

SCANDAL OF THE BANK OF ITALY

T was compelled to pen to paper to say how tremendously informa-
tive, as well as hugely diverting, we have found your letters on
the above topic. It really is a quite extraordinary state of
affairs, and we very much look forward to the further episodes
promised in your fifth paragraph.

C J BAKER

cc: D Gore-Booth Esq, FRD,FCO
P G Harborne EsQ, WED,FCO
A M Porter Esq, Overseas Dept. B/E
K Colvin Esq, RD, FCO"
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1. Should this telegram have been sent "Immediate'!

2. Mr McCarthy's comment that it adds nothing to press reporting
implies that it should not have been sent at all rather than with a
routine precedence. But we must look at it from the post®s point
of view. They have no idea what the UK press is saying, and know
that we are anxious for news: the alternative would be to await
the receipt of the UK newspapers and then decide if they needed to
add to whatever they saide There is also no guarantee that all
those concerned in Whitehall will see the relevant press reports.
In brief, I do not think that a post can reasonably be expected
either simply to assume that the press will accurately report and
analyse a situation of this nature, or wait for the UK mmpers to
arrive for them to check, when they are aware that ve are keen to
know progresse Given the communications situation at that time,
I see no alternative to an Immediate precedence; a Routine
telegram would presumably have been held up for days. BE Rome
have in fact behaved very responsibls during the period of
industrial action, sending very few €elegrans.

e

classification.

P G Harborne

5 April 1979

COVERING CONFIDENTIAL

I must confess, however, that I see no cause for a Confidential
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INFO SAVING TO WASHINGTON, UKDELNATO, UKREP BRUSSELS AND
OTHER EEC POSTS,

f@‘

MY TELNO 1352  |TALIAN POLITICAL S)TUAT|ON

1. ANDREOTTI’S SHORT~LIVED 3-PARTY GOVERNMENT WAS DEFEATED N
THE SENATE ON 31 MARCH WITHOUT THE NEED FOR A FURTHER DEBATE

IN THE LOWER HOUSE, ANDREOTT| DULY HANDED IN HIS RESIGNATION

THE SAME DAY, AND THE PRESIDENT OF THE REPUBLIC, AFTER CONSULTING
THE PRESIDENTS OF THE TWO CHAMBERS AS LA|D DOWN BY THE CONSTIT-
UTION, FORMALLY DISSOLVED PARLIAMENT ON 2 APRIL HAVING

INVITED ANDREOTT) TO CONTINUE AS CARETAKER UNTIL MEW ELECTIONS,
THE COUNCIL OF MINISTERS IS EXPECTED TO MEET TOMORROW (4 APRIL)
-TO DECIDE THE DATE OF THE ELECTIONS, WHICH MUST TAKE PLACE WITHIN
73 DAYS.

IT IS STILL EXPECTED THAT THE NATIONAL ELECTIONS WILL BE COUPLED *
WITH THOSE FOR THE EURGPEAN PARLIAMENT ON 12 JUNE,

2. ALTHOUGH EVENTS HAVE THUS FOLLOMED THE SEQUENCE FORECAST IN
MY TUR, THERE WERE DOUBTS UNTIL THE LAST MINUTE ABOUT THE
PARL I AMENTARY VOTE. i

THE MOTION OF CONFIDENCE IN THE SENATE WAS LOST BY OMLY ONE VOTE,
AND COULD EASILY HAVE GONE THE OTHER WAY HAD NOT THE RIGHT WiNG
NATIONAL DEMOCRATS SPLIT FORCES AFTER ANDREOTT! HAD ANNOUNGCED
THAT HE WOULD NOT ACCEPT THEIR SUPPORT.

THE VOTING WAS 149 [N FAVOUR (CHR!ST!IAN DEMOCRATS, SOCIAL DEMO~
CRATS, REPUBLICANS AND 4 NATIONAL DEMOCRATS), 153 AGAINST
(COMMUNISTS, SOCIALISTS, INDEPENDENT LEFT, NEO FASCISTS AND

1 MATICONAL DEMOCRAT) WITH 22 EITHER ABSENT OR ABSTAINING
(INCLUDING THE *’MIXED GROUP®® AND 4 NATIOMAL DEMOCRATS).

CONFIDENTIAL /THE TONE
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CONFTDENDPIAL

THE TONE OF THE DEBATE WASVLﬁW KEY, AND INDEED THE GENERAL

ASSUMPTION IS THAT ANDREOTT! WAS HOPING TO BE DEFEATED [ Ser—

DESPITE 1S DENIALS OF TRYING TO PROVOKE EARLY ELECTIONS.
HI'S STATEMENT BEFORE THE VOTE, IN WHICH HE SAID THAT THROUGHOUT

THE CRISIS HE HAD SOUGHT, AND WAS STILL SEEKING, ONLY THE SUPPORT

OF THE PARTIES OF THE FORMER MAJORITY (1E INCLUDING THE COMIUN=
|STS), HAS PROVOKED A SHARP REACTION FROM THOSE ON THE RIGHT WING
OF THE CHRISTIAN DEMOCRAT PARTY WHO FOR SOME TIME HAVE BEEN
LOOKING FOR OPPORTUIITIES TO SNIPE AT HIM.

3, SIMILARLY THE DISSOLUTION OF PARL | AMENT WAS BY NO MEANS A
FOREGONE CONCLUSION. THE PRESIDENT CF THE SENATE, FANFANL, 1S
SAID TO HAVE ADVISED PRESIDENT PERTINI AGAINST IT AND 1N FAVOUR
OF A PAUSE FOR CONSULTATIONS WITH LEADERS OF ALL PARLIAMENTARY
GROUPS TO SEE WHETHER ALTERNATIVE SOLUTIONS COULD STILL BE FOUNDs
THE SOCIALIST PARTY SECRETARY CRAX!) VWAS UNTIL THE LAST MOMENT
CANVASSING THE IDEA OF GIVING A MANDATE TO SOME OIHER‘POLITICAL
FIGURE. BUT PERTINI, WHO HAS.PLAYED A DECISIVE ROLE ’
THROUGHOUT THIS CRISIS, WAS £VIDENTLY UNWILLING TO ACCEPT ANY
FURTHER DELAY.

THUS FOR ONLY THE THIRD TIME IN POST~WAR ITALIAN HISTORY (THE
OTHER TWO OCCASIONS WERE IN 1972 AND 1976) ITALY 1S TO HAVE
EARLY ELECTIONS BEFORE THE END OF THE FJVE-YEAR LEGISLATURE.

4. WDREOTT! MILL GO INTO THE ELECTIONS WITH THE ADVANTAGE

(REGARDED AS CONSIDERASLE IN ITALIAN POLITICAL TERMS) THAT HE

|S THE SITTING CARETAKER PRIME MINISTER. THIS COULD POSSIBLY
WAVE AN INFLUENCE ON THE SHAPE OF THE NEW GOVERNMENT AFTER THE
ELEKTIONS. 1T IS WORTH RECALLING THAT HIS FIRST GOVERNMENT

(1N FEBRUARY 1972) ALSO FAILED TO OBTAIN AN INITIAL VOTE OF
CONFIDENCE 18 PARLIAVENT, BUT THAT AFTER EARLY ELECTIONS WITH
WIHSELF AS CARETAKER, HE SUCCEEDED IN FORMING A SECOND GOVERNMENT
\#1CH LASTED FOR OVER A YEAR.

2
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54 THE COMMUNISTS MEANWHILE, AT THEIR PARTY CONGRESS FROM
37 MARCH TO 3 APRIL, HAVE FALLEN It PREDICTABLY BEHIND
BERLINGUER’S RALLYING CALL OF *?E|THER GOVERNMENT OR OPPOSIT
THIS WILL PROBABLY STRENGTHEN BERLINGUER?S PERSONAL .POSITION
THE PARTY. BUT MOST PEOPLE STILL THINK THAT THE COMMUNISTS
DROP BACK A FEW POINTS IN A GENERAL ELECTION,

6. FCO PLEASE PASS SAYING ADDRESSEES.

CAMPBELL

: : [REPEATED AS REQUESTED]
FCO/WHITEHALL DISTN.
WED

3‘ i
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SCANDAL AT THE BA]E@ ITALY

72 2
1. I wrote on 26 March to describe the alarming evénts which had
recently taken place at the Bank of Italy. I thought I had better
bring you up-to-date. Sarcinelli remains in jail, though he was
expected to be released on bail today, now that, as the magistrates
say, his offices have been searched and he is no longer able to
destroy incriminating evidence. Baffi has been interrogated twice.
Meanwhile, the whole affair has begun to assume the dimensions of
a power struggle between the magistrature and the Government, and
it is possible to distinguish this as a separate theme from the
underlying investigation of the financing of SIR.

2. The Government's reaction to the action of the magistrates last
week was sharp: the Ministerial Committee on Credit and Saving met
on Thursday and approved a statement which repeated the Government's
confidence in Baffi and the Bank of Italy, and, perhaps rather
unwisely, suggested that the Banking Law, which gives the Bank of
Italy discretion over reporting misdemeanours by the commercial
banks to the magistrates, takes precedence over the Penal Code,
which makes it an offence for any public official to withhold
information from the magistrates when he has obtained evidence of
illegal activities. The magistracy have not unreasonably pointed
out that it is for the courts to rule on this point, and not the
Government. Parliament, in the person of the Parliamentary Committee
on Credit, have also pronounced solidarity with the Bank of Italy.
Similar sentiments have appeared on, the part of other national
institutions. Andreotti however has been notably absent from the
list, whether because, as it is whispered, he has an interest in
seeing the activities of the Bank of Italy curtailed, or, much

more probably, because he recognises the unwisdom of a public
confrontation with the magistracy.

3. These reactions, which have been rather visibly orchestrated
by the Bank of Italy, have led to a tightening of the ranks hmong

/the
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” !he magistracy, and even those members of the latter who were

|
{
i
known to feel that the indictment of the Bank of Italy was mistaken |
have nowpublicly sided with the magistrates in charge of the case. |
In fact the thing has now reached rather ludicrous proportions.

The magistrates, having requested and been refused the minutes of {
Thursday's lMinisterial Meeting, have announced their intention of
attempting to interrogate all the Ministers invblved in the meeting

to establish on what evidence they approved the statement. 50

prominent economists who signed an open letter in support of Baffi
 have been served with orders to appesr before the magistrates to

justify their statements. And, perhaps most absurdly of all, all

22 employees of the Bank of Italy's branch at Enna in Sicily, down

to those who sweep the floor, have been indicted before the courts

under an article of the Penal Code which prohibits strike action

designed to put pressure on authority. I mentioned in my last

letter that the Bank of Italy had gone on strike over the affair.

It remains uncertain whether this is a local initiative on the part

of the Sicilian magistrates, or whether the magistracy have decided

to serve similar notices on all employees of the Bank of Italy,

starting, one assumes, at the southernmost point and working upwards.

4. While this comedy is proceeding there are more serious developments
in the background. It is reported that the enquiring magistrates

are about to issue a number of warrants for the arrest of prominent
persons involved in the financing of SIR, this time for embezzlement

or complicity in embezzlement. Hitherto the charges have been on the
misuse of public funds, and since there is a widespread expectation

in Italy that decisions on the allocation of public funds are often
likely to be pretty dubious, this is not regarded as a particularly
damaging charge. Putting the money in one's own pocket, or deliberately
conniving at it, would be. It is almost certain that charges for this
crime will be issued against Rovelli, and the heads of the main banks
involved, including IMI: it should be remembered that Baffi himself

was a senior director of IMI at the time the loans were approved. But
it is perhaps not very probable that senior members of the Bank of

Italy will be accused of this more serious offence, though assiduous
rumours are nevertheless going about that they will.

S5 More next week.
>/V*4 ey
.\-T’ ~

A C Galsworthy

cc: D Gore-Booth Esq FRD, FCO
P G Harborne Esq WED,FCO N
A M Porter Esq Overseas Dept, Bank of England
X Colvin Esq, RD, FCO
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ITATTAN POLITICAL SITUATION o7

1. P]..ease mfer to Rome telno 130 describing the latest
situation. In Mark Pellew's absence on local leave I take
advantage of tonight's bag to bring you up to date.

2 Our predictions were wrong on one point. Andreotti has
appointed a new Minister of the Budget in succession to La Malfa,
namely SenatoRy Bruno Visentini (Italy leading personality notes
No 132). Visentini (Republican) has had a distinguished
industrial and financial career and is a prominent member of the
Parliamentary Standing Committee on Finance and Treasury matters.

B As foreseen, Andreotti also announced the names of the Under-
Secretaries (Junior Ministers) yesterday evening. I will not

weary you with names of all of those (since the government seems
likely to be short-lived). So far as the MFA is concerned, you
should however know that only one of the previous Under-Secretaries
Angelg Sanza (Community questions) has retained his post. Both
Radi and Feechi have been passed over: their places have been taken
by Giorgio Santuz (Christian Democrat) and/Adolfo Battaglia
(Republican) (Italy leading pesonality notes no 15). I do not know
Santu® but Battaglia is well-known to us and in fact dined at my
house a fortnight ago. He was Under-Secretary at the MFA in a
previous coalition government and is well disposed to the UK.
Unfortunately, along with certain other politicians who happened

to hold the post of administrative secretary of their respective
parties some yars ago, he has recently been named in the cument
Italcasse candal as having received funds from this Italian savings
bank for pary purposes. All I can say about this is that he is in

good company in Rome political life!
ﬁ(}w e,
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and creal

admiration.  Cars, -fashio

food and furniture all lmncm
from the large measure of
“faumsla X apn"c(l to them.

.and inventiveness
5 on the poli-
tical scene—typified recently.
by tacit communist support
for a mi nority  Christian

ch “earn worldvuue'

from Rome on the State's
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Democrat government and by 1o overcome the problcm of ‘o ow-hl to strike at the
the concept of converging  black production (goods  roots evasion of both
parallels “suggested  some  which are manufactured, deli-  yalue a(ldvd and income tax.
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s ster rope.

Il is partly the snr|ou<ru

the boy who always comes

lop of the class, but its

| leaders are forever analysing
problems, reconciling policies
and keeping an attentive eye
on the symmelry of tho:

plan  for Italian

society,
This lielps to explain the
{ furrows on the brow of the
{ Darly’s leader, Enrico Berl-
inguer. Every time he speaks
in public he’is laking a viva
voce cxamination. Me s
{ much more on
! other party leaders because
the Communists claim a logi-
cal flow for their polici
faving argued himself into
ition Mr Berlinguer
i must argue himself out of it
or remain a hostage to his
| carlier views. The voiers, the
other the varicus
groups within his own party,
are weighing cvery word.

In his closing speech at the
five- -day party congress which
ended in (hv Palace of Sport
in a grassy Rome suburb yes-
terday Mr Berlinguer passed
his test with ative easc.
He could rightly ciaim that
he congress had shown the
part s not a gathering of
conformists, nor had the
course of the debate been
fixed in advance.

It had been,

trial than

‘!

he said, a
lhc level
egree
frar' S
recommitted

good conzress fnl

2!
ugcducr with the Christ

Democrats after next June'sy

'; general election.
{ For all iis openness lhe

from the cc'ﬂenaus
tch Mr Berlinguer outiined
or. the first day. It was only
| 10 be expected that he would
3 rerd and
yesterday.
strategy
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ln act the party is being
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tety of its highly intelligent
lcader:hm Members are 1ot
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which, if contradicto!
are at least hard to reconcile
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'ty of Lmorr-u‘cm and at

1hr~ same time *
2le.
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tic road
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for

energy.
same time Mr Berlinguer is
committed to the oric
compromise — the coming
together of the Communis
Socialists and Christian De-
mocratsas the main forces

the State. 4
) (,ommums(s with-
I of support from the
Andreotti government, an act
which heiped to hrm" on, the
new gencral clection, was a
sign of disenchantment with
their limited role. This time
they want - to be full
members of 2 coalition gov-
cinment  with  their  own
cabinet seats.

he obvious question is
whether the war of attrition
Which the Christian Demo
crats  successfully  waged
2gainst “them as  junior
partners in the government
formed after the last ele
will not be \\'agcd wi
lar succe: 2 more.

Armando Comma the best
the Communist
nicknamed  Tor-
the frec-wheel
i itist students of 1968,
was the readiest to pour cold
er over cooperation with

lrc Christian Democrats.
3 sought an

0
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Berlinguer, however,
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save
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There is little dmht that
the party as a whole is sin-
cerely committed to a plura-
list democratic electoral path

Furocommunism  is  being
carefully presented not as a
declaration of independence
within national or Western
European boundaries but as
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e European workers move-
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‘ ftavlians face generqgl
: elections in June

By FRANK TAYLOR in Rome
ITALIA.\'S face an €arly genepg) election

President Perlinj's decision Yesterday to
Parliament after morg than tyy
man(xuvring by the leade;:

s
Ll Easa™k ad the. Sociality py
The ballot is expecled {o | gain slightly,
take rp)aco_ on June g and| p, the Communjsts and
L coincdmg With  the Socialists together cap still be
liurupc:m Parljamenlary eXpected emerge strong
| e]gc(ions, enough 'm bloqk Christian Demo-
Lresident Pertini signeq ghe Both Popices i
de dissolution of likely 1o
P 2 that {ey joln a coalition Bovern-
T mg nt,
¥ the Canstitutinn and cop- et e
i ]

Informed sources said ghay
Signor Pertinj, like most
Jalians, appeared to jaye
falicncc with the Parties that
hav 2, 5

by Tepeatedly offeriy
bargains and then finding ey.
cuses for pulling oyt of them,

Wheeling ang dealing

All mist oy, begin a costly
election CaMmpaign thg
oelieves i) make any marked

ifference iy Italy's Palitica]

e-up

The  Christian Democrats 5
fany, the bigzest, s thought
ikely to increase jtg Strenath
g y a fow Percentage poings, the
MnuDists ¢, Jose e




ST THE GUARDIAN .
June vote :

,Italy . tutting dated

From George Armstrong
in Rome

Ialy will *hold general elec-
tions in June, two years earlier
than required by law. Presic *
| dent Pertini signed the decree
vesterday dissolving the
seventh post-war Parliament,

an act which was “most pain-

|
ful ™ for him, according to a i
i spokesman. |

Until the decree was signed,
every politi Jeader in the
country was on record as being
opposed 1o early clections at
this time, but after a Cabinet

i lasti two months it
became clear that there was no
other-way out of the impasse.

Mr Andreotti, who failed on
{ Friday to win a vote of confi-
| dence for his newly-formed
Government, will remain Prime
i Minister for the time being.

The electoral rules say that
[an election must be held
| within 70 after Parlia-
ment breaks up, and that the
electoral ca n cannot be
: less than 45 days.

Italians arc to vote for Liie
Europcan Parliament on June
It s thought that the !
general elections will be held
on June 9 and 10 or June 10 and
1 11. Polls here must remain open
!for a day and a half—except for
the Eurcpean clections. Com-
bining the two clections makes
financial  sense, as  State
schools, used for polling, would
I'not be closed for four days.
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BY PAUL BETTS IN ROME

PRESIDENT  Sandro Pertini
Yesterday dissolved Italy's Par-
liament and cleared the way for
an early general election, Poll-
ing is expected to take place on
July 9 and 10, at the same time
as direct elections to the Euro-
pean Parliament, v

Sig. Pertini’'s decision comes
after two monthsof unsuccess-
{u) attempts to find a compro-
mise acceptable to the two main

parties, the Christian Demo-

crats and the Communists.

The defeat of Sig. Giulio
Andreotti's coalition of Chris-
tian Democrats, Republicans and
Social Democrats in a Senate
confidence debate at the week-
end left the President with no

_ alternative.

The deadlock between the.

.main parties was demonstrated

_ Dissolution clears way for
Italian general election

again yesterday by Communist
insistence on direct participa-
tion any new Government (¢
** national unity ” and by equally
firm Christian Democra reje
tion of the idea of Commui
Cabinet Ministers.

The dissolution makes the
present Parliament the third in
succession to be interrupted
before the completion of its five-
year term,

The Christian Democrats are
expected to make some gains in
the election. The Communists
stand to lose ground after their
record 344 per cent of the
popular vote in the inconclusive
June 1976 election and 20 years
of practically uninterrupted
electoral advances.

Following th decision to
withdraw from tiie Parliamen-
tary majority and return to
opposition in January, the Com-

nis

3 My e S
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munists appear to have regained
some of the ground lost on the.
left. Their alliance with -the
Christian Democrats - provoked
increasing tension and dis-
§l])nl0ﬂ! in the party rank and |

& g

The election campaign comes.

at a time of renewed economic
anxiety, with a renewal of infla-
tion and possible repercussions.
from the Bank of Italy affair.
* Figures released at the week-
end show a 1.7 per cent increase
in wholesale prices in February
confirminz th trend of recent
months. Retail prices increased
by 1.5 per cent, representing an
annual rate of 13.4 per cent com-
pared with the official target of
12 per cent for this year. ¢

There is also concern that the
recent renewal of political

violence may cast its shadow
over the election campaign.
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A22
MY TELNO 13%: ITALIAN POLITICAL SiTUATION

1, DESPITE THE SUDDEN DEATH OF UGO LA MALFA THE TIMETABLE

FOR THE PRESENTATICN OF ANDREOTTI’S NEW 3~PARTY GOVERNMENT

IS GOING AHEAD AS PLANMNED., THE LIST OF UNDER-SECRETARIES

(JUNIOR MINISTERS) 1S DUE TO BE ANNOUNCED THIS EVENING, 28 MARCH.
IT 1S EXPEKTED THAT ANDREOTTI HIMSELF WILL FOR THE TIME BEING
ASSUME LA MALFA’S PORTFOL!O (DEPUTY PRIME MINISTER AND BUDGET)

AT LEAST UNTIL IT 1S KNOWN WHETHER THE GOVERNMENT WILL LAST,

2. ANDREOTTI WILL OPEN A CONFIDENCE DEBATE ON THE NEW
GOVERNMENT I THE SENATE ON 29 MARCH. THE VOTE IN THE

SEMATE |S EXPECTED TO TAKE PLACE SOMETIME ON SATURDAY 31 MARCH.
|F THE RESULT IS A CLEAR DEFEAT THERE WILL BE NO NEED FOR A
SURTHER DEBATE IN THE LOWER HOUSE. IF HOWEVER THE GOVERNMENT
SCRAPES THROUGH IN THE SEMATE OR IF THE RESULT IS AMBIGUOUS

(EG IF THE MOTION IS CARRIED ONLY WITH THE DETERMINING VOTES OF
THE RIGHT WING MATIONAL DEMOCRATS, WHICH THE GOVERHMENT WILL

|
i
{
|

PROBABLY NOT ACGEPT) THERE WILL THEM BE A FURTHER DEBATE IN 5
THE CHAMBER OF DEPUTIES WITH A VOTE PROBABLY TAKING PLACE ON It
2 APRIL., {
3. THE GENERAL ASSUMPTION NOW 1S THAT IN THE CHAMBER, ‘
AT LEAST, THE VOTE WILL BE LOST, AND IT WILL THEN REMAIN pé
ONLY FOR AMDREOTT! TO HAND IN HIS RESIGNATION AGAIN AND FOR :
PRESIDENT PERTINI TO DISSOLVE PARL{AMENT AND CALL EARLY
CONFIDENTIAL /. ELECTIONS
ANNHTNLNMTAT. S i
CLASSIFIED i
v )
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ELECTIONS (WHICH wouLp ALFOST CERTAINLY BE COUPLED WITH THE
CUROPEAN ELECTIONS On 16 JUNE). IN THESE CIRCUMSTANCES

THE NEW ANDREOTT]. GOVERNMENT WOULD MERELY SERVE AS A CARETAKER
UNTIL THE ELECTIONS. As ALWAYS, HOWEVER, IN ITALY THERE 1S

AN ELEMENT OF UNCERTA|INTY TO THE LAST, AND UNTIL THE DECISIVE
VOTE HAS OCCURED ONE CANNOT ALTOGETHER DISCOUNT THE POSSIBILITY
THAT THE NEW GOVERNMENT w|LL SURVIVE.

4 BARRING UNFORESEEABLE DEVELOPMENTS | WILL HOT REPORT
FURTHER UNTIL EARLY NEXT WEEK AFTER THE VOTE(S) OF CONFIDENCE,

5. FCO PLEASE PASS éAVING ADDRESSEES,

CAMPBELL [REPEATED AS REQUESTED]

FCO/WHITEHALL DISTRIBUTION:
W=D

= 2l
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SCANDAL AT THE BANK OF ITALY

X v§m26 March 1979
LS
=

il At 11'am on the morning of Saturday 24 March the CarabinTeri
arrived at the Bank of Italy, where they arrested the Deputy Director
General, Mario Sarcinelli, and took him forthwith to the Regina Coeli
prison where he now languishes. While at the Bank, the Carabinieri
served on the Governor, Professor Baffi, an order to appear before
the magistrate. The magistrature have since let it be known that
Baffi himself would have been arrested but for considerations of

his age and the international repercussions. Since it seems likely
that these untoward events may cause some international interest, I
thought I would let you have as much of the background as we know.

2. The warrant was requested by a young Roman magistrate named
Infelisi, and confirmed by Judge Alibrandi, both of whom have been
engaged in investigating the affairs of the chemical empire of

Nino Rovelli, Societa Italiana Resine, usually known as SIR. The
charges are that Sarcinelli and Baffi gave personal favours, and
allowed private interests to dictate official acts. The charges
relate to the failure of the Bank of Italy to transmit to the
magistrature a report of an inspection which the Banking Supervisory
Section of the Bank of Italy had carried out on the Industrial

Credit Bank of Sardinia, in connection with dubious finances which
that bank had made to SIR. You will probably have heard of the various
scandals surrounding the financing of Rovelli's empire, of which this
is but one. The Bank of Italy maintains that the report of their
inspection was available to the magistrature all along, and that in
any case it does not reveal anything incriminating about the

Sardinian bank, since all documentation of the suspect loans had
already been seized by the local magistrature before the inspection

took place.

o As usual in Italy, there seems to be a rather more complicated
motivation behind the whole operation. (Much of what follows, while
being common gossip, is wholly unproven. But I report it anyway,
since at least some of it is bound to be true, and in any case much
of the importance of this affair is 1ik§ly to be less what happens
than what people think about 1t Sarc;nelll is thought to be ve
close to the Italian Communist Party: since he became the Deputy
Director of the Bank and Head of the Banklng Supervisory Department
in 1975, the Bank's system of inspection of bank operations has
/been
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been grgatly.tightened, and the Bank has been very much more

punctilious in its duty of passing on to the magistrature any

evidence of illegal activities discovered in the course of inspections.
One famouy such case was the Sindona scandal. A more recent one in

1975 was the Italcasse scandal vwhere the Bank of Italy uncovered the
activities of the then President of Italcasse, Arcaini, who had been
funding a2 number of political parties, primarily the Christian Democrats-
Arcaini fled into exile where he subsequently died, but I believe that
another of his co-directors s still in prison. Not unnaturally these
activities on the part of the Bank of Italy have made Sarcinelli a

number of enemies, and in recent months there has been a growing
crescendo of criticism, mainly in the right wing press, of the Bamk's
activities, generally alleging that the Bank was itself involved in
doubtful financial dealings. There are two possible motives for such
attacks: the first simply revenge, but the second, perhaps more credible,
the fear that the Bank might discover and reveal other cases of illegal
dealings.

|
4. Last week an Italian journalist called Nino Pecorelli was found
shot dead in his car: he had run a small right wing newspaper and news [
agency which specialised in circulating insidious articles about leading
politicel figures, and particularly senior officials of the Bank of Italy-.
The suspicion is that Pecorelli was killed to keep him guiet. However |
Pecorelli is known to have been close to Infelisi, the Procurator who
requested the arrest order on Sarcinelli, and to have seen him shortly
before he was killed. The judge who issued the arrest order, after, =
incidentally Infelisi failed to get it endorsed by his superior, who
is an Andreotti man, is hims}@f suspected of being close to the Fasecist
Party.

|
5o There is thus a strong suspicion of a political motive hidden \
somevhere in the undergrowth. This does not necessarily mean that there

is no truth in the charges: it is by no means inconceivable that the |
Bank of Italy, perhaps acting with the purest of motives, might have at
least delayed the publication of more scandals concerning Rovelli. And
attempts to get onés-opponents involved in judicial proceedings is an ,!
all too familiar device in Italian politics. There are many great men i
in this country who have spent the odd night behind bars: it is one of 1
the curiosities of the Italian legal system.

6. Following Sarcinelli's arrest the Italian Socialist Party leapt to
the defence of the Bank very quickly, perhaps not surprisingly in view

of Rovelli's links with the PSI. More importantly the PCI is also
hinting through the Communist press of "dark manoeuvres" by right wing
political interests designed to suppress the only Italian political -
jnstitution which has hitherto been above suspicion ....... whatever

the truth behind all this - and there will probably be further
revelations — there is no doubt about the seriousness of the situation.
The Bank of Italy certainly has been the one Italian institution which
has remained largely above suspicion of corruption, not only domestica]_ly
but also internationally. There is already considerable nervousness on
the part of the Government about the effects vhich a scandal could have
on international confidence in Ttaly. Following the arrest of Sarcinellj
all three of the senior remaining members of the Bank of Italy's
"Directorate", Baffi, Ciampi, the Director General, and Acerbo, the

Deputy Direct%r General put out a statement in which they committed

CONFIDENTIAL /themselves
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Ehem§e1ve§ to resigning if the magistrature did not immediately release
Sarcinelli (the Bank itself is on strike today in protest). At the

same time they declared their continued readiness, as before, to
cooperate complgtely with the magistrature. We believe that there is

& strong possibility that Baffi and the other leaders will carry out
the}r_threat. This would place the Government in a very difficult
positicn. The Minister of the Treasury, Pandolfi has already made a
strong statement expressing confidence in Baffi, which was endorsed by
Andreotti, and the President of the Republic, Pertini, who is ex-officio
the Head of the Magistrature, received Baffi yesterday as a gesture of
confidence. In view of the political consequences of a showdown the
most probable outcome is that pressure will be brought on the magistrature
and that Sarcinelli will be released, although I gather that he was
interrogated by the magistrates this morning, and that they did not
order his release. Even if he is released it will be a long time before
/not, the ripples die down. If he is,/ there could be an interesting crisis -
| see tomorrow's newspapers.

A C Galsworthy

D Gore-Booth Esq FRD FCO

P G Harborne Esq WED, FCO

A M Porter Esq, Overseas Dept, Bank of England
K Colvin Esq ARRD, FCO
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NEW ITALTAN GOVERNMENT

1. I enclose some brief notes on the 4 new Ministers who
are not already included in our Leading Personality Notes
for 1978. Of the other new Ministers, Preti (Social
Democrat) and Spadolini (Republican) are at numbers 102
and 121 respectively in last year's Notes. As I mentioned

to you on the telephone, the man who is most widely tipped

to take the third Republican seat in the Government following
Ugo La Malfa's death today is Senator Bruno Visentini (No 132
in the Leading Personality Notes). But Visentini is reported
to have refused to join the government when it was formed
last week, and the Republicans may therefore have to look
elsewhere.
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On. Francesco COMPAGNA (Republican)

Minister of Public Works.

Born Naples 1921. Degree in Law. An expert on the problems
of Southern Italy, on which he has published numerous books.
A member of the Institute of Historical Studies founded by
%enedetto Croce in 1947.kLIn 1954 he founded the periodical
North and South", whichjstill directs. Professor of
Political Geography in the Faculty.of Political Science at
Naples University.

His political origins were with the Liberal left, but in 1955
he switched to the Republican Party when the Liberals moved

to the right under their new Secretary Malagodi (now President
of the Liberal Party). In 1968 he was elected Republican
Deputy for the Naples constituency, which he still represents.
Under-Secretary for problems of the South from July 1973 to
February 1974 under Rumor, and again from November 1974 to
January 1976 under Moro.

On Michele DI GIESI (Social Democrat)

Minister for the South.

Born Bari (Apulia) 1927. A Trade Unionist, he was first
elected to Parliament for the Bari-Foggia constituency in

1972. He has been Secretary of the Social Democrat Group (15
members) in the Chamber of Deputies and Chairman of the Chamber
of Deputies Education Committee.

On Franco NICOLAZZI (Social Democrat)

Minister for Industry.

Born near Novara (Piedmont) 1924. Began life as a schoolmaster.
After the split between the Socialists and the Social Democrats

in 1947 he became Provincial Secretary for the Social Democrat
Party in Novara until 1952. Member of the PSDI Central Committee
in 1956 (and later of the PSI<PSDI unified Central Committee

from 1966 until the further split in 1969). Elected to
Parliament in 1963 as Deputy for the Turin-Novara constituency,
which he still represents.

Under-Secretary in the Ministry of the Interior in the Colombo
overnment (1970-72) and again in the second Andreotti government

1972-73).
Sen. Egidio ARIOSTO (Social Democrat)

Minister for Tourism and Entertainment.

Born near Brescia (Lombardy) 1911. A former printing worker,
self-taught, he gained a degree in philosophy in 1938. Joined
the PSDI at its foundation in 1947. Elected to Parliament in

1948 as Deputy for Brescia, which he continugd to represent until |
becoming a Senator (for Sald) in 1972. President of the Institute

of Italian Drama since 1949 and editor of a theatrical quarterly
/review
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review.

He was Under-Secretary for Transport from 1954-57 and Under-

Secretary with special responsibility for entertainment from

1958-59. From 1962-63 he was Under-Secretary in the Ministry

of the Interior. Since B72 he has been President of the §

Social Democrat group in the Senate and a member of the Italian
! delegation to the European Parliament.
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LEFT SPLIT |
AS ITALY
FACES POLL

By FRANK TAYLOR
political

“in Rome
TPHE  Ttalien

isis, now nearly two
months old, has led to bitter
recrimination between the
Communists and Socialis!
parties and has destroyed
hopes of Leftwing soli-
darity, perhaps Ior years
to come.

This is the opinion of most
political observers in  Rome,
who also feel they are witness-
ing a steady degeneration of |
the political r(‘xponﬂbll ty of
the country’s major part

Even as Signor Anddeotti, thc
caretaker Prime Minister, wa

e

for a new ‘_rm
ident Pertini,
the betting was heavily on an
early gencral election, to be
held in tandem with the Euro-
* pean Parliament ballot on June

Coalition plan

Signor Andreotti's new gov-
ernment, his fifth, ois a cc]l\
tion in which his own Chri
Democrat party have (hc
majority of portfclios, with the |
rest being divided up between |
the smaller Republican and

oS o\G(2 19
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Cabinet

By Rupert Cornwell in Rome

Social Democrat parties. To || SIG. GIULIO ANDREOTTI, the
have any hope of being effec- | ! Italian  Christian  Democral
tive. the new administration | leader, 1 named his

would have to rely on the Soc-
falists abstaining in a vote of |
confidence.

size to the Christian Demacrats, |
have already daclared that ll\cvl
will go into opposition.

An attempt vesterday by the |

Socialist backinz for the new |
government failed.

But at the same time, the|
i are angrv at having |
coyern-

been cast in the ro c o(
ment-wreckers resn

swear they do not
Bitter aftack

by
Gee

reflected '
Socialist
on _both
Christian
id. in effect.

were pushing the
0 a ceneral el clmn
further PO
the poll ch scenc.

The Commu

T
Slﬁm). Cr:m had made

power w
pendents,

istian_ Democrats to securc | 4ropping

o
an dn"‘ on which Um pnlu_u.ms Sig.
10 Foreign Trade Ministry is t

y's 41st Cabinel
The administratior

brings to an end the purely
The Communists, second in| Christian Democrat

rule since
inconclusive zeneral elec

ns of June 1576.
The major change

includ¢
Rinaldo Ossola
pected technocra
Governor o
hile thret
the Repuhblicar

and four Social Democrat

join the Cabinet.

Ossola’s place at th

a Christian h‘emcura(
\n::

The Hepprture of the two
techno scathingly attacked
by both Socialists ang Com-
munists last night. reinfor
impression that the new Govers-
T merely

lon
expected in a few months,
Vith no. previously agrs
ind him.
reotti will face Parlian
vote n( confidenc
N i e next fo
If he is eated. Pr
Sandro Pertini will have no |
choice but to dissolve Par =l
ment and call elections, prob- i
I
|

cetions

ably to le with the first
direct
already
Among

0 Malfa,

Republican Party

bines the post
h

:ins  his place
ter.

2 )
at the eleventh

still _further

when |

axi. the Crm ‘lmﬁ |
ed off at the last}
h

the

would teserve their

2 pasiting
9 until the vote of confidence
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TELEGRAM NUMBER 131 OF 21 MARCH

INFO SAVING WASHINGTON,

EEC POSTS.
2
o

A

UKDEL NATO, UKR

12

EP BRUSSEL

—

eS o\&lT

MIPT: ITALIAN POLITICAL SITUATION,

A
& LTIAR

1. FOLLOWING 1S LIST OF ANDREOTTI’S NEW GOVERNHEHf%$EREVIOUS

INCUMBENTS ARE INDICATED IN BRACKETS):

DEMOCRATS UNLESS OTHERWISE INDICATED:

PRIME MINISTER

DEPUTY PRIME

MINISTER AND BUDGET

MM ST
SOUTH

OR TH

m
=5)
m

(&2}

FOREIGN AFFAIRS
INTER}OR

GRACE AND JUSTICE
FINANCE

TREASURY

GIULIO ANDREOTT!

UGO LA MALFA (PR))

MICHELE DI GIES|
(PSDI)

ARNALDO FORLAN}

VIRGINIO ROGNONI

TOMMASO MORL INO

FRANCO MALFATTI

FILIPPO MARIA
PANDOLFI

ALL ARE CHRISTIAN

(NO CHANGE)

(N0 PREVIOUS
DEPUTY PM: MORLINO

S, AND ALL OTHER

WAS MINISTER OF THE

BUDGET)

(CIRIACO DE MITA)
(no CHA&GE)
(NO CHANGE)
(PAOLO BONIFAC]O)

(NO CHANGE)

(NO CHANGE)

I DEsgpes



DEFENCE

EDUCATION

PUBLIC WORKS

AGRICULTURE

y
3

U n-
%
0
o
=)
—i
=
=
S

TELECOMMUN ICATIONS

INDUSTRY

LABGUR

FOREIGN TRADE

STATE HOLDINGS

HEALTH

ATTILIO RUFFINI

GIOVANNI SPADOLINI
(PR1)

FRANCESCO COMPAGNA
(PRI)

G1OVANN| MARCORA

LUIGI PRETI (PDSI)

YiTTORINO COLOMBO

FRANCO N1COLAZZ|
(PSDI)

VINCENZO SCOTT!
GAETANO STAMMATI
ANTONIO BISAGLIA

TINA ANSELMI

{:'-I!-.

(NO CHANGE)
(MARIO PEDINI)

(GAETANO STAMMAT)

(MO CHANGE)
(VITTORING COLOMBEO)
(ANTONINO GULLOTT!)

(ROMANO PRODI)

(NO CHANGE)
(RINALDO 0SSOLA)
(NO CHANGE)

(NO CHANGE)

lTiyagsyq



TOURISM AND

ENTERTAINMENT EGIDIO ARIOSTO (PSDI) (CARLd 7

CULTURE AND ! ] )
SCIENTIFIC RESEARCH DARIO ANTONI0ZZ ] (NO CHANGE)

24 FCO PLEASE PASS SAVING TO OTHER ADDRESSEES,

3. PLEASE DISTRIBUTE ADVANCE GOPIES TO:

¥R BULLARD (DUS) . >

MR FERGUSSON (AUS) AND WED.
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TO IMMED{ATE FCO
TELEGRAM NUMBER 137 OF 21 MARCH 1979 Gb;; !44,

INFO SAVING WASHINGTON UKDEL NATO, UKREP BRUSSELS, AND ALL
OTHER EEC POSTS.
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) |
i ’

MY TELNO 1263 ITALIAN POLITICAL SlTUATlGﬂ« 2

1. ANDREOTT! PRESENTED THE LIST OF NAMES OF HiS NEW THREE-PARTY.
(CHRUSTIAN DEMOCRAT/REPUBLICAN/SOCIAL DEMOCRAT) GOVERNMENT TO
PRESIDENT PERTINI ON 28° MARCH. MOST OF THE.IMPORTANT PORTFOL|OS
REMAIN UNCHANGED (INCLUDING FOREIGN AFFAIRS, DEFENGE, INTERIOR,
FINANGE, TREASURY AND AGRICULTURE). -BUT SEVEN FORMER CHRISTIAN
DEMOCRAT MINISTERS HAVE BEEN DROPPED, INCLUDING THE TWO NON=
PARL | AMENTARY TECHNIGIANS OSSOLA AND PRCDI. THE SEVEN NEW MINISTERS
ARE THREE RUPUBLICANS — LA MALFA (DEPUTY PRIME MINISTER AND

'DGET), SPADOLINI (EDUCATION) AND COMPAGNA (PUBLIC WCRKS) — AND
FOUR SOCIAL DEMOGCRATS — DI GIES! (THE SOUTH), PRETI (TRANSPORT 1
AND MERCHANT MAVY), WICOLAZZI (IMDUSTRY) AND ARIOSTO (TOURJSH).
THE COMPLETE LIST IS IN MIFT.

2. |7 IS WIDELY ASSUMED THAT THIS NEW GOVERNMENT (ANDRECTTI?*S |
FIFTH) WILL MERELY SERVE AS A BRIDGE UMTIL EARLY ELECTIONS. ° |
COMMENT ON THE APPOINTMENTS HAS SO FAR BEEN CORRESPONDINGLY
MITED, THERE IS, HOWEVER, SOME CARPING FROM THE LEFT ABOUT THE
#UNPRESENTABILITY?? OF THE NEW MINISTERS, PARTICULARLY THE
FOUR SOCHAL DEMOCRATS ( WHO ARE INDEED A PRETTY UNDISTINGUISHED |
GROUP), AND ABOUT THE FACT THAT THE CHRISTIAN DEMOCRAT FACTION i ‘1
LEADERS HAVE BEEN ALLOWED TO KEEP THEIR JOBS TO THE EXCLUSION OF
THE TWO ?*TECHNICIANS?? -(WHICH WAS PERHAPS THE ONLY REAL SURPRISE
ABOUT THE LIST).

jo
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3. AFTER ANMNOUNCING HIS NEW GOVERNMENT ANDREOTT! SAID THAT |f
WOULD PRESENT ITSELF TO PARLIAMENT- *?WITHIN THE TEN DAYS LAID

DOWN BY THE CONSTITUTION’’. THE PRECISE TIMETABLE REMAINS
UNCERTAIN, BUT IT 1S EXPECTED THAT A DEBATE ON A MOTION OF
CONFIDENCE WILL START ON ABOUT 29 OR 37 MARCH, WITH THE VOTE
TALING PLACE ON ABOUT 2 APRIL. ASSUMING THE VOTE IS LOST,

THIS WOULD ALLOV A GENERAL ELECTION TO BE HELD AT THE SAME TIME
AS THE EUROPEAN ELECTIONS ON 10 JUNE.

4 1T STILL CANNOT BE TAKEN FOR GRANTED (FOR REASONS EXPLAINED
IN PARA 3 OF MY TUR) THAT THE NEW GOVERNMENT WILL NOT OBTAIN A
VOTE OF CONEIDENCE IN PARLIAMENT. BUT THE CHANCES OF SOCIALIST
ABSTENTIONS APPEAR TO HAVE RECEDED STILL FURTHER FOLLOWING THE
CANCELLATION YESTERDAY (20 MARCH) BY CRAX) OF A PLANNED MEETING
BETWEEN THE SOCIALISTS AND CHRISTIAN DEMOCRATS. CRAXI SAID THAP
IT YOULD NOW BE POINTLESS TO HOLD SUCH A MEETING SINCE THE :
CHRISTIAN DEMOCRATS HAD PRODUCED A GOVERNMENT *?MERELY TO MANAGE
THE ELECTIONS??, :

5. PLEASE SEE M | F Ta
6. PLEASE PASS SAVING TO OTHER ADDRESSEES.

7. PLEASE DISTRIBUTE ADVANCE COPIES TO = -

M BULLARD (DUS) MR FERGUSSON (AUS) AND W E D,

ADAMS EDUANQE:D AND REPEATED NS REQ ua‘—ebj
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D 13 March 1979

INTERNAL POLITICAL STITUATION

| W as o\ \2.

Il Thank you for sending us a copy of your letter of 26
February to Mrs Bradfield in Stockholm about the preparation
of memoranda on the internal scene in the various countries

of your parish.

2o We agreed on the telephone that the present political
situation in Italy, on which we will of course continue to
report as necessary by letter and telegram, is so fluid that
it would not be worth attempting the sort of memorandum which

you have,in mind at least until the
is resolved. Meanwhile there is of

present political crisis
course the recent draft

JIC paper on Italy. Even though this has, I understand, been
put temporarily into cold storage (again because of the
political crisis) it contains some excellent general background

on the internal scene up to the tme

of the Communist withdrawal

from the five-party majority in January. I hope you can make
do with this plus our ad hoc reporting for the time beimg.
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BY RUPERT CORNWELL IN

. CHANCES OF a\mdm° early
in Ita

general electi, 7 this
spring effectively vanished over

the " weekend with a f{resh
wave of violence and with
what  looked like a final

breach between the Christian
Democrats and the Communists
(PCI).

The collapse of any lm"cnnz

hope of a new understanding .

between the two largest parties,
supported by nearly 75 per cent
of the electorate, makes it
virtually certain that the
government to be formed by
Sig. Giulio Andreotti, the Prime
Minister Designate, will fall in
Parliament.

In that case his stillborn
administration would have the
job of presidinz over elections
—possibly on either May 6 or
May 13—more than two vears
before Parliament's five-wear
term was due to expire in June,
1981.

However, the parting of the
ways between Christian Demo-
crats (CD) and Communists has
been overshadowed hy a
renewed series of terronst acti-
vities up and down the country,
almost exactly one vear after
the kidnapping and murder of

former Premier, Siz. Aldo Moro,
the Red Brigade.

The most seriou was in
Palermo where on Friday night
gunmen from the Prima Linea
(front line) urban guerrilla
group ambushed and killed Sig.

Machele Reina, the pro

organiser for the Chri
Democra It is the first time
that terr as opposed to

‘lma violence has appeared in
Sieily

Prima Linea also claims res-
ponsibility for the murder of an
18-vear-old student in Turin.
Meanwhile political terrorists
may have been behind the kid-
napping in Rome of 2 local CD
official Sig. Emilio Falco who
was released vesterday after a
gun battle in the southern city
of Potenza.

The rift between Christian
Democrats and Communists was
sealed when Sig. Benizno
Zaccagnini the Christian Demo-
crat secretary described as “ un-
acceptable ” the conditions laid
down by the PCI for their
endorsement of a government
containing Left-wing indepen.
dent ministers.

At a meeting with Si
Andreotti, the Communist

oree -

us closer in Italy |
rties disa

ROME

1

leader Siz. Enrico. Berlinguer
in principle accepted the idea
of Left-wing iadependents,
whose inclusion in an adminis-
tration had provided a glimmer
of compromise

But he coupled this with
demands for the direct entry of
Communists into a number of
regional governments alongside
the CD, full azreement on a
policy programme, and an end
to the distribution of cabinet
posts to suit various factions
within the ruling party.

With both major parties now
wedded to the 1dea of early polls
and whatever the danger of 2
new terrvorist wave, the prob-
able sequence of events is as.
follows : g

Sig. Andreotti is expected,
upon his return from the EEC
summit in Par teday and
tomorrow, to make his formal
proposals for the zovernment
eitiier on Wednesday or Thurs-
day.

Assuming Sig. Andreotti is
voted down, it would only
remain for Sig. Sandro Pertini,
the President. to sizn the
decree dissolving parliament.
Elcctions must then be held
between 45 and 70 days later.
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Dewr Feber, ,
ITALIAN POLITICAL SITUATION f [@ |
1. In the last sentence of paragraph 3 of our telegram No 126 we said

that a three-party Christian Democrat (DC )/Republican(PRI)/Social Democrat
(PSDI) government might in theory obtain a majority in Parliament even with
the Socialists (PSI) in opposition. To help explain the Parliamentary
arithmetic, it might be useful to you to have the enclosed two tables from
today's Corriere della Sera. These show how the majorities might theoretically
be made up in the two Chambers. You will see that in both cases the majority
depends on the Wational Democrats (D.Na?.), the group which broke away two
years ago from the Neofascist MSI and has 9 seats in the Senate and 17 in the
Chamber of Deputies. Since the National Democrats stand to be virtually
eliminated in an election they are keen to do anything to keep the present
Parliament in being.

2. It is as well to stress the word "theoretically" about these tables.
Italian party discipline is notoriously bad, and there are always many more
rebels against the party line than there would be in, say, a vote of confidence
in the House of Commons. However, assuming that the PSI has at least its

fair share of rebels (a safe assumption!), who would presumably abstain rather
than vote in favour or against, this would if anything tend to increase the
size of the majority.

Tows ever,
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TELEGRAM NUMBER 126 OF 15 MARCH f_in:

; | { i
INFO SAVING TO WASHINGTON, UKDEL NATO, URREP BRUSSELS
AND OTHER EEC POSTS.

A®

MY TELNO 149: ITALIAN POLITICAL SITUATION.

1. MOST COMMENTATORS NOW ASSUME THAT THE NEW GOVERNMENT WHICH
AUDREOTTI 1S EXPECTED TO PUT TOGETHER IN THE NEXT WEEK OR SO
WILL FAIL TO OBTAIN A VOTE OF CONFIDENCE. 1F THIS HAPPENS THE.
PRESIDENT WILL ALMOST CERTAINLY DISSOLVE PARLIAMENT AND THE NEW
COVERNMENT WILL MERELY SSRVE AS A CARETAKER UNTI!i AN EARLY
JERAL ELECTION.

e

o. 'ACCORDING TO CONSTITUTIONAL PRACTICE AN INTERVAL OF 45 TO 7
DAYS |S REQUIRED BETWEEN THE DISSOLUTION OF PARLIAMENT AND THE
{OLDING OF ELECTIONS, ELECTIONS COULD THUS IN THEORY TAKE

PLACE AS EARLY AS 6 MAY IF PARLIAMENT IS DISSOLVED NEXT WEEK.

SUT THERE 1S SOME PRESSURE, PROMOTED LARGELY BY THE SOCIALISTS
AND SOCAL DEMOCRATS (WHO ARE ANXIOUS TO AVOID A NATIONAL ELECTION
SEFORE THE EUROPEAN ELECTIONS), TO DELAY MATTERS FOR LONG ENOUGH
TO_ALLOY THE TWO ELECTIONS TO BE YELD TOGETHER OM 15 JUNE,

it THIS CASE THE DiSSOLUTION WOULD HAVE TO BE DELAYED AT LEAST
WNTIL EARLY APRIL (IE 70 DAYS BEFORE 17 JUNE) . THIS WOULD ALSO
ALLOW THE CONMUNISTS.TO HOLD THEIR CONGRESS, WHICH HAS NOW BEEN
RESCHEDULED FOR 300 MARCH ~ 3 APRIL, BEFCRE VOTING DOWN A NEW
GOVERNMENT.

3. THE INCREASED LIKELIHOOD OF ELECTIONS FOLLOWS THE FAILURE
OF ANDREOTTI’S LAST MEETING WITH THE COMMUNISTS ON 9 MARCH
70 FIND A FORMULA ViHICH WOULD HAVE ALLOWED THE GOMMUNISTS TO
03T DACK INTS THE MAJORITY. BERLINGUER APPARENTL

|SISTED ON A NUMBER OF NEW GCONDITIONS IN ADDITION TO THE
'WCLUSION OF WINISTERS FROM THE |NDEPENDENT LEFT, EG A
CONMUNIST RIGHT OF VETO OVER THE CHOICE OF MINISTERS.

RESTRICTED / THESE CONDITIONS
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THESE CONDITIONS WERE CLEARLY UNACCEPTABLE TO THE CHRISTIAN M’

DEMOCRATS.  ANDREOTT! WAS THEREFORE LEFT WITH NO ALTERNAT[VE

BUT TO FORM A GOVERNMENT (PROBABLY INCLUDING BOTH THE REPUBLICANS
AND THE SOCIAL DEMOCRATS) WHICH WILL BE OPPOSED BY THE COMHUNISTS
PLUS THE EXTREME LEFT AND THE EXTREME RIGHT. SUCH A GOVERNMENT
IS UNLIKELY TO OBTAIN A MAJORITY IN PARLIAMENT UNLESS THE
SXCIALISTS 'CAN BRING THEMSELVES TO ABSTAIN (THOUGH THERE MIGHT
IN'THEORY BE A FRAGILE MaJORITY = IF THE NON-FASCIST, RIGHT WING
NATIONAL DEMOCRACY PARTY WERE INCLUDED — EVEN WITHTHE

SOCIALISTS IN OPPOSITION)-

4. THE SOCIALISTS ARE MEANWHILE lN DISARRAY. IT 1S STILL
0SSIBLE THAT THEIR DESIRE TO AVOID NATIOPAL ELECTIONS BEFORE

THE EUROPEAN ELECTIONS MAY INDUCE THEM TO|FIND A WAY OF ALLOWING

A NEW ANDREOTT! GOVERNMENT TO SURVIVE WITH SOCIALIST ABSTENTIONS.

°UT THE LEFT WING OF THE PARTY APPEAR FIR@LY AGAiNST THIS,

WHATEVER CRAX1 HIMSELF MAY WANT, AND THE ODDS ARE NOW ON A

DI SSOLUTION AND EARLY ELECTIONS. 1

5. FCO PLEASE PASS TO SAVING ADDRESSEES.

CAMPBELL
[PASSED AS REQUESTED]

FCO/WHITEHALL DISTRIBUTION
WED |

o 2 e
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M ROME 909207 MAR

TELEGRAM NUMBER 149 OF 9 MARCH "

INFO SAVING TO WASHINTQON, UKDEL NATO, UKREP BRUSSELS Ahn OTHER
! ‘
EEC POSTS, \ | —t

MY TELNO 1 SAVING: ITALIAN POLITICAL SITUATION,

1 i‘DRCOTTI WAS GIVEN A NEY MANDATE TO FORM A GOVERNMEMNT

BY PRESIDENT PERTIN] ON 7 MARCH. IN A SOMEWHAT UNUSUAL MOVE
(POSSIBLY INSPIRIED BY TRE PRESIDENT HIMSELF, WHO IS PLAYING A
VERY ACTIVE ROLE IN SEEKING A SOLUTION TTO THE CRISIu)
ANDREOTT] ACCEPTED THE MANDATE 7\ | THOUT riEbERVi\TION”, WHiCH
VMEANS THAT HE 1S NOYW COMMITTED TO FORMING A MNEW GOVERF!MEMT TO
FACE A VOTE OF CONFIDENCE IN PARLIAMENT WHETHER OR NOT HE
SUCCEEDS It OBTAINING A PREVIOUSLY GUARANTEED MAJORITY.

=

5. 11 ANOTHER SURPRISE MOVE PRESIDENT PERTINI NOMINATED THE
VETERAN SOCIAL DEMOCRAT AND REPUBLICAN LEADERS SARAGAT AND

LA MALFA AS JOINT DEPUTY PRIME MINISTERS UNDER ANDREOTT}a

LA MALFA ALSO ACGEPTED THE TASK 77MITHOUT RESERVATION®?, BUT
SARAGAT MADE HiS ACCEPTANCE CONDITIONAL ON THE INCLUSION OF
MINISTERS FROM THE IMDEPENDENT LEFT.IN A NEW FOUR-PARTY
GOVERNMENT (LE A GHRISTIAN DEMOCRAT, SCCIALIST, REPUBLICAN AND
$0C1 AL DEMOCRAT COALITION).

THE COMMUNISTS ANNOUNGED LAST WEEK THAT THEY WERE PREPARED TO
SETTLE FOR THE INCLUSION OF MINISTERS FROM THE INDEPENDENT LEFT,
THOUGH THIS WAS STILL UNACCEPTABLE TO THE CHRISTIAN DEMOCRATS

IN A GOVERNMENT OF WHICH THEY THEMSELVES DID NOT HAVE THE LEADER=
SIIP (PARA 2 OF MY SAVING TUR). THE KEY ISSUE NOW 1S WHETHER THE
CHRISTIAN DEMOGRATS GAN AGREE ON THE INCLUSION OF INDEPENDENT
LEFT MINISTERS 11 A COALITION GOVERNMENT HEADED BY ANDREOTT! AND
WHETHER THE COMMUNISTS WOULD BE SATISFIED WITH THIS. '

ONE OF THE INDEPENDENTS WHO IS SPOKEN OF AS A MINISTERIAL .
CANDIDATE 19 ALTIERO SPINELLI, THE FORMER EEC CU“M!%“IGNER,

\MO WAS ELECTED ON THE COMMUNIST LIST BUT 1S HOT A MEMBER OF

THE PARTY. ‘ ‘
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3. IF THE COMMUNISTS AND CHRISTIAN DEMOGRATS CAN AGREE ON A

FORUULA N THESE LINES ANDREOTT! STILL HAS A CHANCE OF SUCCES (qiifimmmmy
OTHERWISE THE CHANGES .ARE THAT THE COMMUNISTS WILL NOY CHOOSE

70 GO {NTO OPPOSITION, IN WHICH CASE THE SOC1ALISTS -SEEM UNLIKELY

T0 BE WILLING TO SUPPORT A NEW ANDREOTTI GOVERNMENT, OR EVEN TO
ABSTAIN. ;

IN THESE CIRGUMSTANCES THE VOTE OF CONFIDENGE WOULD BE LOST

AND EARLY ELECTIONS WOULD BECOME INEVITABLE. :

L, THERE IS STILL SOME WAY TO GO BEFORE THE FINAL POINT OF
DECISION 1S REACHED, AND THE PICTURE IS NOT YET CLEAR ENOUGH TO
ALLOW FIRM PREDICTIONS. BUT THE RE-APPOINTHMENT OF ANDREOTTI

AS PRIME 1IN STER= DES|GNATE, AND THE GERTAINTY THAT HE WILL

NOW EITHER FORM A NEW GOVERNMENT OR AT LEASE REMAIN IN CHARGE
UNTIL EARLY ELECTiONS SHOULD GIVE HIM ADEQUATE STAND!NG FOR
NEXT WEEK?S EUROPEAN COUNCIL.

5, PLEASE PASS ADVANCE COPIES TG THOSE BRIEFING FOR THE
EUROPEAN COUNCIL (E.Ga WED, EID(l) AND (E)).

6. PLEASE PASS SAVING AS SOON AS POSSIBLE TO OTHER EEC POSTS.

CAMPBELL {ﬂEPEﬂTED nS REQUESTED)

Fceo |y st
WE D
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SAVING TELEGRAM
TIPS (oA ol

FROM ROME B

1 3MAR 1979
T0 FCO — TR
| Sk |
SAVING FOR INFORMATION:  WASHINGTON | | !
UKREP BRUSSELS kel

UKDEL NATO
OTHER EEC POSTS

MY TELNO 117
ITALIAN POLITICAL SITUATION

11 The Republican leader La Malfa gave up the attempt to form a
government on 2 March. He reported to President Pertini that he
had not been able to reconstitute the former 5 party parliamentary
majority, nor had he found a sufficient measure of agreement among
the parties to enable him to form a government based on any other

formula.

2« The Communists had somewhat modified their position during the
past week: they had announced that they were prepared to settle for
inclusion in a La Malfa Government of members of the Independent Left
elected on the Communists' list, rather than insisting on fully
fledged members of their own party. But this was still clearly
unacceptable to the Christian Democrats, particularly if they did not
even have a Christian Democrat as Prime Minister. As the same time
the Socialists were eventually unwilling to dissociate themselvee
from the Communists to the extent of allowing the formation of a new
4 party majority, including the Socialists, but not the Communists.
La Malfa thus had no option but to report that he had not been able
to find a basis for a solution.

3. President Pertini will himself conduct a further round of
consultations with the parties today and tomorrow (5 and 6 March)

and is then expected to announce his decision about the next move.

If his consultations suggest that there is still some hope of finding
a solution without dissolving Parliament, he will probably give the
mandate back to a Christian Democrat - the names of Piccoli (Party
President) and Forlani (Foreign Minister) are being spoken of, though

/it
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it could also be Andreotti again. Alternatively, if all ways seem
blocked, the President may decide to dissolve Parliament and call
early elections, though in view of his concern for constitutional
propriety it is thought that he would probably not do this without
first sending back the outgoing Andreotti Government to face a vote
of confidence in Parliament.

4. A possible compromise, which was apparently favoured by the
Socialist Party Secretary Craxi, is for the President to give a mandate
for the formation of a limited term government to see the country
through the European Election in June and to enable the Communists and
Christian Democrat Party Congresses to take place as scheduled (the
former on 20-25 March, the latter not yet fixed). In this way the
Socialists would hope to avoid having to face a National Election
before the European Elections (in which they expect to do well enough
to bolster their vote in any subsequent national poll). But such a
government would almost certainly leave the Communists outside the
supporting majority, and for the solution to be viable the Socialists
would have to agree to distance themselves in some way from the
Communists (for example by abstaining if the Communists were in
Opposition). Although Craxi himself appears to be willing to do this,
it remains to be seen whether he /¢an bring the rest of his party with
him. Berlinguer for his part said in a weekend speech in Naples that
the Communists would be ready to "go into a constructive position',

and would not put obstacles in the way of a government supported by a

more limited majority.

5. The situation is thus still obscure, and there is no immediate end
to the crisis in sight. The likelihood of early elections is cértainly
increased following the failure of both Andreotti's and La Malfa's
attempts to form a new government, but nobody (except the extreme Right)
wants early elections, and at this stage the possibility of a limited
term government with the Communists in position seems to be coming to
the fore as the most likely solution. Meanwhile Andreotti and his
Ministers are carrying on in office and there seems every prospect of
their remaining there at least until after the forthcoming European

Council.

5 March 1979
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Ttalian Communis

'THE Ttalian Communist

party began a vigorous
new offensive yesterday in
its fight for a share of
governmental power after
the failure of the Ghristian
Democrats, Italy's biggest
par to form a new
administration.

| “The réal drama of the
Italian  situation must  ba
faced.” the Communist party
newspaper L'Unita said in a
leading article,

It attacks the Christian
Democrat leadership for im-
Posing a ve oo Communist

Participation  in
and said it
political i
week.

government
as the cause of the
iSis now in its fourth

| th 58 per cent, of the vote,

the Christian Democrats wanted
100 per cent of executive
power” it said.

The last Christian Demo-
aat Government, led by the
Prime Minister Signor Andre-
ati, fell when th Communists
who gained 34 per cent of the
popular vote in the last elec.
tion withdrew their Parliamen-
| tary support,
| After thres weeks of talks
{with other  party leaders,
Sigaor Andreotti conceded on

~
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ts renew fight
for share of power

By FRANK TAYLOR in Ronie

Wednesday night that he was
unadle to form a new Govern-
ment. Yesterday morning
ident Pertini summoncd

er of the small but i

Republ paity,
nor La Malfa 76, to the
Quirinale Palace.

Signor La Malfa said after.
wards that he had been asked
to try to “ reco ute " the pre-
vious pact under which the
Christian Democrats, Commun.

icans agreed to co-
operate in a Parliamentary

majority.
Dedicated ¢ European’

In a fine picce of Italian un-
derstatement he said:— " [ re.
coxnise it will be ditficult.”

There was little doubt among
political informants that yes
terday’s Communist broadside
was timed to take full advan-
taze of President Pertini's
cl of tact,

Signor La Malfa is the first
nonChristian Democrat in more
than 30 vears to be given full
authority to form 2 Government,
and the Communists are clearly

Social Democrats

hoping that the Chri
crat grip on political power in.
Ttaly is dipping.

But if he is to succeed, and
the auguries in Rome are not
#00d, he will nced the kind of
ce-operation from the biz par-
ties for which Signor Andreotti
sought In vain.

It the Communists
mitted to a new Cab

istian Democrats w

stay _out. ilarly

Democrats would
probably not give their Parlia-
mentary backing to a govern-
ment that included Commun-

ts

Signor La Malfa is a dedi-
cated “European” and has
the respect of most other party
leaders.  He was one of the
early “inspirers of Itals's so-
called — Centre-Left coalition
governments and has remained
on good terms with both Chris-
tian Democrats and Commun-
ists,

But no one has anv jllusion
about the difficulty of task
and there is a feeling that an
early general election i3 now
evea more lLikely, -
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Republican David tries to reach a truce with Christian Democrat Goliath

Italian leaders hold crucial talks
In move to form new Government

From George Armstrong

The new Republican Party
Prime Minister-designate, Mr
Ugo La Malfa, starts his round
of talks with party delegations
today, beginning with the
Christian Democrats. The ‘party
has a relative majority (38 per
cent of the votes) but has
always run Italy as if it was
the party with absolute major-
ity.

Today's meeting between the
two forces will bn hl-.e .hax n(
David trying
(nendlv truce. \vn\h (‘ohznh

though Mr La Malfa will also
be meeting other party leaders
at the weekend, the meeting
could be crucial. It will tell
him if he can set up a new
Government, and one with the
first non-Christian Democrat
Prime Minister since the ear-
liest post-war months.

There have been oaly favour-
able comments from all sides

Al

over President Pertini's
nomination of Mr La Malfa.
Only the Christian Democrats

are lukewarm about the idea,

but they have held a monopoly
on the post for 34 years and a
certain brave, frozen-smile atti-
tude is to be expected. As for
the other party leaders, Mr La
Malfa could hardly hope for
kinder and warmer praise.

That does not mean they
think he will succeed in form-
ing a government. They recog-
nise in Mr La Malfa a man
who has devoted the second
half of his 76 vears to serving
and promoting Italian demo-
cracy, eperaling from the small
but Auential area which is
the Republican P'\rl\ iuppcrted
by only

3 elec-
torate,

P
but “hwh al\\a\< has
attracted Itaiian _intellectuals

of liberal views who could nut\”e con

quite stomach the larger Marx-
ist parties.

Mr La Malfa has a small
power b in his native Sicily,
althougn most Italian. main-
landers probably do not think
of him as being Sicilian. His
image is that of a dour Dutch
uncle, 2lways pointing out the
economic weaknesses 1n  any
proposed Government spending
plan, always talking about the
urgent need for * national
unity,” parucularly in the last

few years. His arrangement t

with the Communists for some m’f

time has been cne of “mutual
Tespect.”

He is certainly not an anti-
Communist, and with his slo-
gan of “national unity in this
time of national emergency "
he would want the Communists
in his Government. But he will
also want to include the Chris-
tian Democrats and the major-
ity of the Catholic Party's
lcaders are not \et prepzred to
share Cabinet posts with the
Communists. -

A solution cpen to Mr La
Malfa would be to put men in

his Cabmol who are not Com- g

t Party members but who
sidered to be either in
the Communist camp or on its
fringe. That so! lution might be
acceptable to the Communists
as a substitute for their actual
presence in the next Govern-
ment.

Another solution would be
for the Chnistian Democrats to
support the La Mzlfa Govern-
ment by abstaining fri m vot-
ing altogether in Parl ent.

If Mr La Malfa fails to set
up a Government, President
Perum could ask Mr Andreotti

ke up zzain where he left

nically,
remams &
until his re
sworn in. But
the Prime Ministership it only
would be to see the country
through new elections.

Some Christian Democrats
are apparently studying the
calendar for a likely voting
date on the conviction that the
purh would do well. — April
29 is favoured because it is the
feasl day of Italy's patron
saint, Catherine of Siena, and.
follows close enougi: after Eas-
ter for the Catholic voter to he
ven a broad hint during the
ster sermon on his ** Chris-
tian " duty at the ballot box.

The only thing which sur-
prised some people was that
President Pertini, on learning
that Mr Ardreotti could not
form a Government, <klnpcd
the usual second round of
talks, and passed the nomina-
tion at once to Mr La Malfa.
President is the first
Socialist to hold that post. and
he has done away with much
of the ceremonial rituals, as
has another Head of State,
Pope John Paul II.

Mr Andreotti

1
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vernments,
that has
1

nent crisis since the fall
sm in 1943, facing a
ed and fierce wave of
al violence, and continu-
dire economic and social
culties,

ce of Sig. La Malfa
a political process
bezan 11 months ago with
kidnapping and murder of
Aldo Moro, the Christian
mocrats’ undisputed leader.
Moro had been the main
ate of a policy of collabora-
between the two main
the Christian Demo-
and the Canmunists.
fruition, to some
ch

{is part of
that

n
Administration of Sig.
Andreotti w

L was
the very day Sia.
kidnapped by Red

governing

.hc minority

UM
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BY PAUL BETTS IN ROME

¥
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Sig. La Malfa faces the Press,

But the governing alliance has
collapsed in the face of renewed
hostilities between the Christian
Democrats and the Gommunists.
The fatter have publicly
accused the ruling party of
breaking the collaboration pact,
and of no longer following -Sig
Moro’s polici But the par
hard iine, and its demands for
direct participation in any
government of * national uni
are also a refiection of its own
internal difficulties.

The Communists found the
alliance uncomfortable.  The
leadership has been coming
nder attack from its left and
he party has seen its electoral
decline in tecional
e adopting
munists are
some

‘During the past two weeks,

Sig. Andreotti, the outzoing
Prime Minister, has aitempted
1o rebuild a parliamentary
majority to support a minority
Government. But on Wednesday
night, he was compelled to
admit defeat in view of the
deadlock between his own party
and the Communists and the
decision of the smaller socialist
party to remain a neutral.
The President has now
swiftly taken matiers into his
own hands by summoning his
old friend Sig. the
speed of the by
surprise most political lcaders
who had expected the President
to open 3 v round of consul-
tations with (he main parties
before a tn
attempt to fo
Sig. Pertini is
ear] general
clezrly feels

np,tnscd 'u) an
election, and
. La Malfa may

La Malfa begins his task

BY RUPERT CORNWELL IN ROME

SiG. TGO LA
to bezin tal
with party leaders in the up-
hill task of trying to end the
political deadlock.

After his appointment b\
President  Sandro
yesterday,  the R-punhc.m
c leader <ald he would
aitempt to rebuild the five.
party malorily which backed

ALFA plans
afternoon

ln- chances of success. how-
universaily held to
d a aene

f al poli
Italy’s problen

lay great ¢ m “his con-

suitations on the need for an
agreed economic programme.

The {mportance of such
measures, and the difficuits of
i was under-

n ring workers in
port of their th

. . add
43 per cent to labour costs by
1981,

w
would

protracted
when  sUf
be

n'-u-nr!.
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" committed to a polmcax formula

have a chance where Sig.
Andreotti has failed. But the
very choice of someone in many

's similar to himself and
of his

part
perhaps indicates that genera-
tion’s inborn lack of confidence

own generation

in Italy's post-war politicians.

Although  the Republican
Party is neglibigle in terms of
votes, Sig La Malfa has always
been at the ceatre of Italian
political life. He is regarded
as a bit of a guru. In the 1930s
he was a member of Justice and
Liberty, the only active political
anti-fascist movement, apart
from the Communists.

When it became the Action
Party in 1941, Siz La Malta was
one of its founders. But when
in the first post-war elections, in
1948, the electorate voted fur
the old pre-Fascist parties,
Action Party
and Sig La Malfa joined the
Republicans. .

A Sicilian, he quickly zave the

party a more liberal and pre-
gressive look, He became an
enthusiastic sponsor of bringing
together
clectorate  and

the Sacialists. ¢

Wwas Swepl away '

the Roman Catholic =

Together with Sig Aldo Moro, he ;

was a prime mover of the ,
centre-left formula of the sixties *¢
which subsequently collapsed. -

He is row, like Siz Moro was, .

of all-party collaboration and
national unity to resolve the
county’s fundamental economic
and social problems, He is also
a committed European and ane
of the most ardent promoiors
of Italian membership of tne
European monetary syste

Unfailingly and controver-
sially, he has criticised the
distortions  of the [Italian
economic system and calied for
a rizorous incomes policy, in-
cludinz a radical reform of
Italy’s highly inflationary auto-
matic wage index=tion
mechanism, the so-called scala
mobile,

Despite his reputation far
political and persanal intesrity
e respect even
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LOCKHEED' BRIBES TRIAL

Vo As you will have read in the press, the verdict in the long-
running Lockheed bribes trial was announced on 41 March. Mario
Tanassi (Social Democrat), who was Defence Minister between 1970+
and 1972 at the time when the bribes for the purchase by the
Italian Air Force of 14 Hercules C-130 aircraft were said to have
been handed over, vas sentenced to 2 years 4 months imprisonment.
His predecessor as Defence Minister, Tuigi Gui (Christian
Democrat), was however acquitted. Various lesser personalities
involved in the affair were also given prison sentences: among
these the two Lefebvre brothers, who were the main intermediaries
for the payments, received sentences of 2 years 4 months and 2
years 2 months respectively, and General Fanali, who was Chief of
the Air Staff at the time, was given a suspended sentence of 1
year 9 months. onli (= < CER7Z-

29 If you wish to look up the
you will find it described in Saving telno 4 of
(supplemented by our telno 1 of 11 March 1977). Parliament
decided at that fime to impeach both Gui and Tanassi before the
Constitutional Court, after the Committee of Inquiry had narrowly
decided in January 1977 that there was no case for Mariano Rumor
(Christian Democrat Prime Minister at the time of the bribes) to
answer. The Constitutional Court started on the case in April
1978, and after 10 months of hearings and 23 days of recess the
verdict has now finally been delivered.

1fical background to the trial,
i 4l

3. After all this time the political impact of the verdict,
which was more or less on the lines expected (though many people
ought that Gui wou e convicted as well as Tanass:i)‘,had largely
been discounted by press and public opinion, It certaifly would—
have been regarded as a scandal if both ex-Ministers had been
acquitted. But as things are, the balanced verdict of one
conviction and one acquittal for the two ex-Ministers has
generally been well received - except of course by the Social

Democrats, who have condemned the sentence passed on Tanassi as
a "political crime". The Christian Democrats are naturally

/delighted
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delighted that their man has got off — though the acgquittal
pro 1y does not in fact do muc 0 remove the dirt which
has rubbed off on their party over a period of years as a
result of the Lockheed investigations. It is widely said
that Gui was merely saved by the accident of a government
change just at the moment when the bribes became due to be

paid; and Tanassi has claimed that he himself did no more
than finish off what Gui had started.)

4. The Communists have not sought so far to make much

political capital out of the verdict. But the general line of
their comments has been that this is the end of the era in

which Ministers and high officials can be regarded as
untouchable; and this line has been echoed with approval
elsewhere in the non-Communist press. This is the first time

in the history of the post-war Republic (and in fact the first
time in Italy since 1908) that an ex-Minister has been sent to
prison - though everyone knows that there has been no shortage

of corrupt Ministers. The general feeling is that whatever
effect the verdict may have on the immediate political situation -
and for reasons explained in paragraph 3 above this is not likely
to be very great — it is an important warning of the need for
greater accountability and higher moral standards in public life.

Yours sum(:r /

M E Pellew
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ITALIAN POLITICAL SITUATION

1.  The Republican leader La Malfa gave up the attempt to form a
government on 2 March. He reported to President Pertini that he
had not been able to reconstitute the former 5 party parliamnentary
majority, nor had he found 2 sufficient measure of agreement among

the parties Lo enable him to form a government based on any other

formula. 5

5. The Communists had somewhat modified their position during the

past week: they had announced that they were prepared to settle for i
inclusion in a La Malfa Government of members of the Independent Left

elected on the Communists' list, rather than insisting on fully

fledged members of their own party. But this was still clearly

unacceptable to the Curistian Democrats, particularly if they did not

even have a Christian Democrat as Prime Minister. As the same time

the Socialists were eventually unwilling to dissociste themselvee

from the Communists to the extent of allowing the formation of a new

4 party majority, including the Socialists. bub not the Communists.

La Malfa thus had no option but to report that he had not been able

to find a basis for a solution.

3.  President Pertini will himself conduct a further round of
consultations with the parties today and tomerrow (5 and 6 March)

and is then expected to announce his decision about the nexzt move.

¢ that there is still some hope of finding
a solution without dissolving Parliament, he will probably give the

|
|
! Tf his consultations sugg
?
\ mandate back to a Christian Democrat - the names of Piccoli (Party <

President) and Forlani (Foreign Minister) are being spoken of, though

/it
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it could also be Andreotti again. Alternatively, if all ways seem !

blocked, the President may decide to dissolve Parliament and call
early elections, though in view of his concern for constitutional
propriety it is thought that he would probably not do this without
first sending back the outgoing Andreotti Government to face a vote

of confidence in Parliament.

lie A possible compromise, which was apparently favoured by the
Socialist Party Secretary Craxi, is for the President to give a mandate
for the formation of a limited term government to see the country
through the European Election in June and to enable the Communists and
Christian Democrat Party Congresses to take place as scheduled (the
former on 20-25 March, the latter not yet fixed). In this way the
Socialists would hope to avoid having to face a National Election
before the European Elections (in which they expect to do well enough
to bolster their vote in any subsequent national poll). But such a
government would almost certainly leave the Communists outside the
supporting majority, and for the solution to be viable the Socialists
would have to agree to distance themselves in some way from the
Communists (for example by abstaining if the Communists were in
Opposition). Although Craxi himself appears to be willing to do this,
it remains to be seen whether he can bring the rest of his party with
him. Berlinguer for his part said in a weekend speech in Naples that
+he Communists would be ready to "go into a constructive position!,

and would not put obstacles in the way of a government supported by a

more limited majority.

The situation is thus still obscure, and there is no immediate end

5.
to the crisis in sight.
ing the failure of both Andreotti's and La Malfa's

new government, but nobody (except the extreme Right)

The likelihood of early elections is certainly

increased follow

zttempts to form 2

wants early elections, and at this stage the possibility of a limited

term government \with the Communists in position seems to be coming to
the fore as the most likely solution.

rrying on in office and there seems every prospect of

Meanwhile Andreotti and his

Ministers are cz

their remaining there at least until after the forthcoming European Council.

CAMPBELL
Feo | wn s
WED

7
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ITALIAN POLITICAL STTUATION | - it
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1. Rome telegrams 80, 92 and 1oul?ﬂu Kground to the Italian political
situation. Ase anticépated in tdlegram 104, Andreotti has now admitted the failure
of his first attempt to form a new government, and President Pertini has asked

the 75 year old leader of the tiny Republican party to try to form a government
(Rome telno 117). There seems little chence that he will he able to break the
deadlock whereby the PCI are insisting on direct participation in government, which
the IC are refusing to countenance. It is hard to see how fresh elections can be
avoided unless one or the other backs down.

2. Other sources suggest that one of the main reasons for PCI intransigence is
that the collective PCI leadership is deeply divided, though there are as yet no
signs that Berlinguer's own position is threatened. He is likely to try to prolong
the "crisis" at least until the PCI Congress on 20-25 March, which will provide an
opportunity for the Party to clarify its thinking.

3. A possible strategy for the PCI would be to press for enforced early elections
in order to clip the wings of the sowidlists (who are otherwise expected to do well
in the June European Assembly elections) and demonstrate to the IC and the country
at large that effective government and a solution to the country's economic problems
are impossible without active FCI partiei?ation. However the PCI would hikdikely to
lose some of its currect strength in en election; whether the strategy would work
would depend on how large that loss turned out to be. The risks of loss of morale
and damage both to Berlinguer's own position and to the policy of "historic
compromise” must be strong disincentives.

4. Tor the time being, the assesement in the last sentence of Rome telegram 80
appears to remain valid.

Western European Department
FOREIGN AND COMMONWEALTH OFFICE

27 February 1979
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POLITICAL SITUATION CEMAR 1575
“OMAR 975

1e It may beAwortle recording some-observations based mainly on a conversatior

yesterday evening with a DC Journalist,. Franco Venturini of "Il Tempo'

| |
(a) La Malfa is ver; unlikely to fsucceed in formingla government (Venturini
said "80/20 against"). PCT intransigence, which-caused-the failure of the
lmdreof,ti attempt is unlikely to be modified. The PCI will go on insisting
on having ministers in the government and the DC will go on re jecting this.

(b) There are however two important differences in the situation now:

(i) the Prime Minister—designate has often said in the past
that he is in favour of having Communists ministers, and

(ii) it is the DC who may now find themselves in the position
of having to appear negative. The DC are worried sbout
this.

(c) ILa Malfa cordially hates Craxi, and vice-versa. This is not going to
make it any easier for Ia Malfa to find a solution.

(d) Conversely Andreotti and Craxi have been getting on very well lately. 5
Giamni Letta, editor of "Il Tempo", (who is close to Andreotti) had them both
to lunch % trois shortly after the crisis began. They apparently both thought
then that some formula could be worked out. (This is interesting evidence of
moves behind the scenes to bring the PSI closer to the DC)s

(e) Ila Malfa might conceivably be able to achieve a temporary solution, at

least until the European elections, on the lines of/governmen‘t which the Marcue
region has had since last December (ie a giunta of the small lay parties with |
external support from both the DC and the PCI). But this seemed hardly likely,

and would in any case be a very weak government.

(f) This was not the first time since 1945 that the mandate had been given to

a "laico". Pertini himself (as President of the Chamber of Deputies) had been
given a mandate by Saragat for a few days in 1968 after the fall of one of the

ML,

22 February 1979 M E Pellew
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TELEGRAM NUMBER 117 OF 22 FEBRUARY 10D 401 wh
INEO PRIORITY WASHINGTON, UKREP BWUSS:LS, UKDEL NATO.- . !
INFO SAVING ALL OTHER EEC POSTS. oy ol z
MY TELNO 1g4: ITALJAN POLITICAL SITUATION L MAR 1579

1. ANDREOTT]) GAVE UP THE TASK OF TRYING 7O FORE A NEW GO VERNIA tN
0N 21 FRBRUARY, THUS ENDING THE FIRST PHASE OF THE-CURRENT CRISI8a

- 7S HAD BEEN W1DELY c.:(PE-.C'H:.AJ (PARA-2 OF MY TUR) PRESIDENT PERTINI ; i
3 ¢

DECIDED TO PASS THE MANDATE TO THE PRESIDENT OF THE REPUBLIGAN
PARTY, UGO LA MALFA (LP NOTES NO 64).

o, * N ACGEPTING THE MANDATE THIS MORNING, 22 FEBRUARY LA MALFAR
MADE CLEAR THAT HE HAD NO ILLUSIONS ABOUT THE DIFFICULTIES HE

AND SAID THAT HE WOULD SEEK TO FIND A SOLUTIGH BY MEANS OF A
RECONSTITUTED FIVE-PARTY MAJORITY (1T THE SAME PATH WHICH
ANDREGTT) HAS TRIED AND FAILED)s .

3. PRESIDENT PERT TINT*S ACTION HAS ON THE WHOLE BEEN FAYOURABLY.
QECEIVED BY THE POLITICAL PARTIES, THOUGH CHRISTIAN DEMOSRAT '
EACTIONS HAVE BEEN MIXED. 1T IS GENERALLY THOUGHT THAT LA
MALFA STANDS LITTLE CHANGE OF SUCCESS GIVEN THAT THERE 16 AT = 15
AESENT N0 SIGN OF MOVEMENT IN THE COMMUNISTS’ INSISTENCE ON THE &
NCLUSION 1N THE GOVERNMENT AND N THE CHRISTIAN DEMOCRATS’EQUALLYES

FIRM REJECTION OF THE COMMUNIST FROPOSITIONS 3 : 5'».,"

3 {7 18 WiDELY MOTED THAT THIS IS THE FIRST TIME A MANDATE TO
FORM A GOVERNMENT HAS BEEN GIVEN TO A NON-CHRISTIAN DEMOCRAT SINCE
1945 '\‘- ART FROM A BRIEF EXPLORATORY MANDATE WitICH WAS GIVEN TO
PERTING HIMSELF, AS PRESIDENT OF THE CHAMBER OF DEPUTIES, [N 1968),

I8

5a FCO PLEASE PASS SAVING ADDn .SSEEo,_

CAMPREL i

Tt S [REPEATED AS RuQUESTED]
FCO/WHITEHALL DISTRIBUTTON

WED !
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ANDREOTTI
AGREES TO
| TRY AGAIN >o

! By FRANK TAYLOR =
(7ol o

in Rome
} S!G.\’OR ANDREOTTT,
i Italg’s Chyistian Demo-
cratic leader, has again
i been asked by President
Pertini to try to form a
new government and so
| head off the necd to call an
early general election.
It is the second time i Just
lover a month that Sigaor
Andreotti has been called on to
try to break the deadlock thal
has paralysed Italian poli
life for the past five weeks.
His last goyernment fell at
the end of January after the
Communist party withdrew its
& parliamentary support.
Sianor Andreotti tried to re-
organise the parliamentary pact
but was unable to reconcile the

differences between  his owd ) '&

party executive and the Com-

munists. The Christian Demo- 0
crats refused to allow Commu-
he government while ! l 1

nists into th
the Communists said_ they
Soould not give any kind of
rt to a

parliamentary | Suppo!
Cabinet in which they were not

- represented. :
New formula ﬁ US “'
This time, Signor Andreotti
and his party have a pew for-
| Znula to consider. The Commi:
|nists bave indicated they might
jaccept a coalition government.
| comprising the Caristian Demo-
| crats, Socialists. Republicans,
and Social Democrats, proy ides
there were- also at least two
| Cabinet members drawn from
the ranks of * independent
| Leftists.”
These are people who have 5
Communist leanings but are not
members of the party.

0’\\?)%
(>N

o



From George Armstrong
in Rome
President Sandro Pertini ves-
terday asked M Giulio
Andreotti to form the mnext
Government and .to accept two
{ deputies in Mr seppe Sara-
i gat and Mr Ugo La Maifa.
Mr Andreotti is now acting
Prime Minister and a Christian
Democrat, while Mr Saraga
and Mr La Malfa can be con-
=~ sidered the founding fathers of
the Social Democrat and the
Republican Parties.
The choices made by the
Socialist Head of State caught
politicians by surprise. Almos
! without excepilon. vesterday's

cutting dated __

Another surprise. of a
technical but significant nature,
W that Mr ndreotti

zccepted the mandate
the customary * reserva
'his v mean that

he
by

Mr :
plans to form his Government o
with or without the full assent s

Pertini’s

of his  Christian Democrat
Par

Mr Saragat, who is himself a
former Head of State. accepted
his nomination with the reser-
vation that the Cabinet must
include some Left-wing inde-
pendents is. men
elected to Parliament on the

| newspapers had predicted that
! Mr Saragat would be named as
inmext Prume Minister, with the
|other two men as his deputies.

(of ballot. but who are
not party members. He said
that 1t was wrong to think of
them as being “ marked Com-

it THE GUARDIAN
-8 MAR 1979

Rade

 Another chance for Andreotti

munist.” and alsossaid that the

next Minisier had to be
@ Gh Democrat 1f the
Government ~ was to  survive. |

The Communists arve pleased |
agat's stand,, which L
|
Normally, when there is a |
v Prime Minister (there
never have been two). he is |
chosen by the Prime Ministe
and, if he holds no portfolio, it
is_an Yy post,
When Mr Pertini. who is 83,
was elected last summer.
was predic vd that he would be |
the most energetic and uncon- |

ventional President the Repub- |
lic had. His decision |
Vesterday was without prece- |

dent. and also was last
attempt to avoid early elecL
tions.

i
1
i
i
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And Treoiti in final bid to stave off a spring election

BY RUFERT CORNWELL

finding a way round the political pren signate Would then despite protestations of horror sioner, who was clecled to week, will not help the Ttalian
f comed to be consigned to defeat. at-the prospect from all major Parliament on a PCI  list authorities to ta 7_.. the tire
ons a certainty. But the Communists parties, had seemed hourly although he is not a member of of a new upsurse in inflation,
now depends on  have ted they could go more likel the party. to which a number of indicators
Andreotti  can along with a_government con- Sig. Pertini  however, ' has In that case, the Prime here have drawn attention in 1
dlock between the taining  non-PCI  left-wingers, insisted all along that it his Minister-designate  would  he  recent days.
(PCD) and Chris- the Christian Democrats have duty to explore every means of able to build an administration
in turn hitherto flatly refused to coun- avoiding them, and yesterday's backed by Christian Democrats,
s on whether the bigge tenance the idea, on the grounds evenls are seen as _his final Republicans, Social Democrals

This risk is welghing heavily
on the chapces of the current |
economi very Tasting

the key th such would attempt E hold the politicians and Socialists, with at Ie v : Tst the |
merely  be camouflaged” to their word. Two likely Communist abstention. Lron . Bl |
the  mow  Cominunists. 5.:2:2 of events remain. 1f he fails, Sig. Andreotti is gatfes. dn :h_u:r reptidiedsel Hil
The re-nomination of Sig. O Ao walti" njitho ! manothelass: commiledBtoXsh: AT TSR poe Conlad
Andreotti came after 48 hours coursc of his consultations with - mitting whatever  government it ,_,__:.G

in the new of feverish activity here, which the parties in the outgoing he can form to a vote. In the A < o
Mial on the showed the impossibility of Parliamentary majority will win event of defeat, his stillhorn that (he upswing :_: continue
I rebuilding a variant of the old approval Hor s Hovernment cons administration wonld then haye Uil mid-1 2
Centre-Loft formula, including taining left-wing independents, the task of organising clections, The recent increase in
the Socialists, but with the one of whom almost certainly which the date of May 6 has  both who!
Sod e Communists  in  opposition. would be Sig. Altiero Spinelli, been widely pencilled in. howeyer, makes the prospects
Andreotti. The General elections in early May, the former :»:E. EEC n.:.E_:m. The crisis, now into its sixth thereafter uncertain.

government ¢
presence  of
__:;. do not

Pertini
complet

(¢] .:.::::;7 or
back
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British Embassy
Via XX Settembre 80A 00187 Rome

Telex 61049 Telephone 4755.441

) i 23/2

e—— 1 Yourreference

Our reference

P G Harborne Esq! 2
WED a|__woar O/
FCO 3

Date 26 February 1979

Dear Uarberne
PSDI VIEWS ON THE POLITICAL SITUATION

1. The Italian Social Democrat Party (PSDI) has only 15 deputies
in Parliament. But because it is one of the parties of the "five-
party majority" it has an influence out of proportion to its size,
and its Party Secretary, Pietro Longo, is included in most of the
inner consultations about the formation of a new government. You
may therefore be interested in the following account of a lunch
which James Adams, Bob Marshall (Information Officer) and I had on
23 February with Longo, Mauro Ferri (responsible for PSDI party
organisation) and Giampiero Rolandi (of the PSDI newspaper

"L Umanita").

o Longo said that La Malfa had little chance of succeeding in
his attempt to form a government. He was following the same path
that Andreotti had tried and failed (ie re-constitution of the
five-party majority) but the margins were even more limited for
him than they had been for Andreotti. The Christian Democrats
could not afford to give Berlinguer a single inch of ground if
they did not even have the Prime Ministership. The only kind of
La Malfa government that the Christian Democrats could accept
would be one with themselves inside and the Communists outside.
This the Communists could not accept, so the attempt was doomed
to faimre. Longo reckoned that the La Malfa attempt would last
for about another 10 days. He thought that we might then see
Fanfani given a mandate to form a temporary government to take
the country into the European elections in June, when Longo
thought that there would probably have to be national elections
as well.

Do On the possibility of elections, Longo said that all the
parties would hang back till the last possible moment since nobody
wanted to appear responsible for provoking them. But assuming
that elections, if there were to be elections, would take place on
the same day as the European elections (the Socialists being so
firmly against holding them earlier) the'cr}tlcal period for a
decision would be around the end of March, ie 70 days befom 10
June. This was because the dissolution of Parliament had to

/take
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take place between 70 and 50 d;
ys before elections ( have not
net beensle to check the facts, but this is what Longo said).

4. Longo also predicted that the Communist Party Congress,
scheduled for 20/25 March, would be postponed. This was because
the Communiss, according to Longo, would rather not go into an
election with their hands tied by a Congress. The same point
has also been made recently in the Turin newspaper "La Stampa",
which is usually well informed about Communist affairs, though
we have not seen it elsewhere.

5. Longo spoke very firmly against the Communists,whose
international policies, he said, proved that they were still
unacceptable as partners in an Italian government. This is in
line with previous statements by the PSDI in which they have
shown themselves to be the most publicly outspoken agalnst the
Communists of all the former partners in the five-party majority.
(Incidentally Longo let slip the fact that he had been invited
to the American Ambassador's house that evening: no doubt the
Americans are encouraging the PSDI to stick to their line).

6. Longo did not say much about the PSDI's elations with the

PSI, which had been regarded as one of the questions at issue

when Longo rather suddenly took over the Party Secretaryship from
Romita last October (see my letter of 13 November to Pat Kenwrick).
But the way he referred throughout lunch to "we two Socialist
parties" suggests that he does indeed regard himself as closer

to Craxi than Romita had been (para 2 of that letter).

7o Tddentally Longo and his colleagues pointed out that the last
time a mandate to form a government was given to a non-Christian
Democrat was not in 1945 (as we had stated in our telegram no 117
of 22 February, taking our cue from the press) but in May 1947,
when the independent pre-Fascist President of the Council,Francesco
Nitti, made a brief and unsuccesful attempt between two De Gasperi
governments.

Youwss w»w-‘ﬂ@j :
//L La,(ﬁ P{,&e/ﬂl

M E Pellew
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-QUADRIPARTITE MEETING OF POLITICAL DIRECTORS, WEDNESDAY 26 FEBRUARY ]

(H) ITALY

1. TRome telegrams 80, 92 and 104 give Sir A Campbell's present assessment of
the Italian political situation.

2. Other sources suggest that one of the main reasons for PCI intransigence is
that the collective PCI leadership is deeply divided, though there are as yet no
signs that Berlinguer's own position is threatened. His immediate objective may
be to prolong the "crisis" until the PCI Congress on 20-25 March which will provide
an opportunity for the Party to clarify its thinking.

3. A possible strategy for the PCI would be to press for enforced early elections
in order to clip the wings of the socialists (who are otherwise expected to do well
in the June European Assembly elections) and demonstrate to the DC and the country
at large that effective government end a solution to the country's economic problems
are impossible without active PCI participation. However the PCI would be likely

to lose some of its curremt strength in an election; whether the strategy would work
would depend on how large that loss turmed out to be. The risks of loss of morale
and demage both to Berlinguer's own position and to the policy of "historic
compromise” must be strong disincentives.

4, TFor the time being, th.mtinthnmtmtmcoo{hthlw&)
appears to remain valid.

Western European Department
20 February 1979

SECRET COVERING CONFIDENTIAL
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M ROME 1913p47 FEB 75
TO IMMEDIATE FCO
TELEGRAM NUMBER 104 OF 19 FE3RUARY :
INFO PRIORITY WASHINGTON, UKREP BRUSSELS, UKDEL NATO,
INFO SAVING ALL OTHER EEC POSTS..

16
MY TELNO 92¢: TTALIAN POL|TICAL SITUATION

i ANDREOTTI’S ATTEMPTS TO FORM A NEW GOVERNMENT SEEM TO HAVE
GROUND TO A HALT FOLLOWING AN APPARENTLY FIRM REJECTION BY THE
COMMUNISTS ON 15 FEBRUARY OF IS PROPOSALS FOR RECONSTITUTING A
PARL I AMENTARY MAJORITY SIMILAR TO THE PREVIOUS ONE. AFTER
HEARING FURTHER STATEMENTS TODAY AMD TOMORROW FROM THE SOG AL
DEMOCRATS AND SOCIALISTS, ANDREOTTI 1§ EXPECTED TO GO TO THE
FRESIDENT OF THE RRPUBLIC WITHIN THE NEXT FEW DAYS TO REPORT THE
FAILURE OF His FipsT ATTEMPT,

2, IT IS NOT YET CLEAR WHETHER PRESIDENT PERTINI WILL THEN
PASS THE MANDATE TO ANOTHER CANDIDATE OR WHETHER, WITH HIS
KNOWN PREFERENCE FOR AVOIDING DELAY, HE WILL INSIST on ANOTHER

" ATTEMPT BY ANDREOTTI AS THE ONLY 'CANDIDATE WITH A REAL CHANCE

OF SUCCESS AT THIS STAGE. MOST PEOPLE HOWEVER NOW THINK THAT

‘THE PRESIDENT WILL ACCEPT ANDREOTT|’S WITHDRAWAL, AT LEAST FOR

THE TINE BEING, AND WILL NOMINATE A LAY CANDIDATE IN MIS PLACE =
POSSIBLY THE VETERAN PRESIDENT OF THE REPUBLICAN PARTY, LA MALFA.
THE CHANCES OF SUCH A CANDIDATURE SUCCEEDING ARE REMOTE,
PARTICULARLY IN VIEW OF THE DECLARED OPPOSITION TO IT OF THE
CHRISTIAN DEMOCRATS. = BUT IT WOULD GIVE ALL PARTIES TIME- FOR -
REFLECTION AND COULD PAVE THE WAY TO A FURTHER CHRISTIAN DEMOCRAT
ATTEMPT LATER.,

CONFIDENTIAL . /3. THE
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34 THE COMMUNISTS MEANWHILE ARE KEERING UP-THE-PRESSURE FO
LAY CAND!DATURE, IN A WEEKEND SPEECH IN LIVORNO, BERLINGUER
REPEATED WHAT HE SAID ON 15 FEBRUARY IN REFECTING ANDREOTTI?S
PROPOSALS, [I'E THAT IF THE CHRISTIAN DEMOCRATS GOULD NOT ACGEPT
COMMUNTST MINISTERS THE COMMUNISTS PROPOSED A LAY PRIME MINISTER
SUPPORTED BY CHRISTIAN DEMOCRATS AND COMMUNISTS, WITH BOTH OF THE!
IF NECESSARY OUTSIDE THE GOVERNMENT., BERLINGUER CAMNOT
BELIEVE THAT SUCH A PROPOSAL STANDS ANY CH/U(‘E OF - SUCCESSa
BUT .HE NO DOUBT HOPES IN THIS WAY TO KEEP THE SOCIALISTS WITH
HIM, WHILE AT THE SAME TIME CREATING AN APPEARANGE OF NOT BEING
ENTIRELY NEGATIVE IN HIS OWN APPROACH.

A THE COMMUNIST REJECTION OF ANDREOTTI’S FIRST ATTEMPT HAS
BROUGHT THE POSSIBILITY OF EARLY ELECTIONS A LITTLE NEARER.

BUT 1T IS STILL POSSIBLE THAT THE SOCIALISTS WiLL BE WILLING TO
DISASSOCIATE THEMSELVES FROM THE COMMUNISTS 10O THE EXTENT OF
ALLOWING A NEW GOVERNMENT TO BE FORMED WITH THE COMMUNISTS IN
CPPOSITION (PARA & OF MY TELNO 89). ALL THIS HOWEVER IS HIGHLY
SPECULATIVE AT THIS STAGE, AND THE ONLY THING WHICH {S CLEAR 1S
THAT WE ARE STILL SOME WAY FROM A SOLUTION TO THE CRIS]S.

50 FCO PLEASE PASS SAVING ADDRESSEES,

CAMPBELL :
g [REPEATED AS REQUESTED]

FO8/WHITEHALL DISTRIBUTION
YED ' ‘ )
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1. QUADRIPARTITE POLITICAL DIRECTORS MEET ON FEBRUARY 26,
THERE 1S ANYTHING FURTHER THAT CAN BE SAID AT THIS STAGE B
ASSESSMENT IN YOUR TELEGRAM UNDER REFERENGE IT WOULD BE
HAVE IT BY CLOSE OF PLAY ON 19 FEBRUARY.
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gcc Mr Whyte (News Dept) -
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WRITTEN INTERVIEW WITH SECRETARY OF STATE

FROM BRUNO VESPA OF ITALIAN TELEVISION 9—7/)c\

Your minute to Mr Whyte of 8 February asked Planning

Staff to draft preliminary answers to Bruno Vespa's questions ’6 /2

Nos 7, 17, 18 and 19. These are attached.

&
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—
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J Q Greenstock
Planning Staff

15 February 1979
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s Decolontm@isation was indeed consistent with the

Labour Party's ideological thinking, but ideology was

not the only reason for decolonising, as the Conservative
Governments' action showed. There were also good

political and economic reasons, going to the heart of
Britain's ability to maintain a position as a global

power. In practice it was neither desirable nor possible
that all British colonies should be brought to independence
within a short space of time. The peoples' own wishes

had to be taken into account; and we had to ensue that

a newly independent county had the means to survive.

This policy still holds for our remaining colonies.

74 The speech in which I made that statement, in
November 1977, also explains why I think revisionistils
Nbrxism would thus be given new weight. Part of the appeal
of the Communist Parties in France and Italy, for instance,
stems not only from the fact that they appear to be prepare

to introduce an element of democracy into Communism, throug

the ballot-box, but ;o from their advocacy of a form of
communism tht is tailored to national circumstances and

maintains an independence from lMoscow. The latter peint ip

/particularp
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particular is thoupht—provoking for the peoples of

Eastern Europe and could in time, in my view, be a

destabilising factor there.

18. If there was a genuine abandonment of democratic
centralism for democratic pluralism, then undoubtedly the
Buropean Communist parties would become more credible. We
would need the evidence, of course: the encouragement of
debate within the party; the eradication of political cell
ending infiltration of state institutions and other secret:
activities. These would be impatant and welcome changes —
butiy i suspect,-beyond the<npagifyh;f any Communist party
to carry outiuksy i ol Mh‘h\\h IM{‘Umaib~&.

199 The Labour Party does not accept that participation :
NATO of a country with Communist participation in its
Government should automatically be excluded. One would
have to look carefully at the particular circumstances:
the nature of that participation (ie the mrtfolios held by
Communists), the structure of the Government concerned and
the nature and aims of the Communist Party in question.
The consequences for the alliance would be the crucial
issue and would have to be estimated by its members at

the time.

Dd 0532000 400M 5|78 HMSO Bracknel|
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Outsider
tipped

to lead
Italy '

PRESIDENT Sandro Pertini
of Italy is today expected to
ask Mr Ugo La Malfa to try
and form a_ government. If
| the 75-vear-old leader of the
| . tiny Leftof-Centre Republis
- can Party accepts, he will
become the first Italian Prime
B Minister not to be a Christian
Democrat since the postwar
general clections in 1948,
writes George Armstrong
from Rome.

The question of earlv elece
tions (which would be une
avoidable if Mr La Maifa fails
| to form a government), will
i depend largely on the Chris«
i < tian Democrats,
{

They would have the choice
of entering Mr La Malfa's
Government or supporting it
by abstaining from voting.
Either choice would mean a
radical chance in the coun-
try's administration, and it
would be an ahrmr-ral situa-
tion if the country's larzest
party. with 28 per cent n( the

- seats in Parliament were to
accept a passive role.

Mr Ginlio ’\""n-r"x the
outgoing Prime Min tol
the President last nicht that
he had been uni 10 form
another government hecaiise

> Lis partv could not include
1 Communists.

tol
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nay be Italy

BY PAUL BETTS IN ROME

1 Ea G s

| Non-Christian Democrat . %
|

|

\-CHRISTIAN Demacrat
is expected to be
to attempt to form a
zovernment in Ttaly for the first
nce the war.
Sig; o La Malfa, the 75-
year-old chairman of the small
but influential Republican Party
and a former Deputy Prime
Minister, is to sce President
Sandro Pertini today.
The President is likely to give
him the mandate in an attempt
to resolve Italy’s 40th govern:
ment crisis since the fall of
Fascism.

ows the failure of Siz.

It fr
Giulio Andreotti, the oui-going

JBRFEE Ty

Qg 19

o
Premier = |
Christian  Democrat  Prime
Minister, to rebuild a parlia-
mentary majority to suport.a
Christian Democral minority
administration. 5

After twn weeks of unsuccess-
ful consultation with the main:
opposition _parties—the Com-
munists and the Socialists—Sig 2
Andreotti last nignt informed
resident Pertini, a Socialist,
that he was giving up his
attempt to form a government.

The latest cr v in_its
fourth-week, follows the decision
in January of the powerful
Communist Party to withdraw
its support to the minority

sn¥

Andreotti administration. {ooking towards . La Malfa

The Communists — Ttaly's as a possible solution

cocond largest party—are now It is unlikely, however, that
demanding direct participation the Christian Democrats. afle‘rA
in a so-called government of 30 years of uninterrupted "”."l
natioual unity. will accept any con‘lprmmfgi

This has been fatly rejccted !hn\'ol:»\"-cnsﬂnl.:m‘xv‘\l'r‘u‘\'\)cnl not le

+ by Christia N0 v on ts membars. ’
gi\nns‘n,hcmﬁ:}:;f.‘,'ﬁn Dempea o Siew of the continuing
terday also rejected Com (deadlock  between the Com:
‘proposals for an rna munists and ithe  Christian |
coalition formula. which would Democrats., 3130 zencral "\xLLw
seo the Communists in sovern- here last night W _nmx SL_.. ;
ment but which would be sup- Malfa u?h ely to Tuluee
ported externally by the Chris- in resoivinz the erisi ;1.1< pre-
tian Democrats. vent the eventual dissolution of
- A dent Pertini s known to  pariiament. which. 1 turn.
be opposed to an carly zeneral would open the way to early
. election, and he 1s clearly now elections
§ e e

BRGSO e
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THE ITALIAN SOCIALIST PARTY

vy

{ AFTFF( AN inferval of A0 vears
| the red carnation is once again

the official ‘emblem 'of _.the
Italian Socialist Party (PSI).
This week pretty zivls were dis-
tributing the appropriate flower

to assembled journaiists at
party headquarters. On the
walls were vast posters pro-

rlulmlnﬂ in six EEC languages
{“If you speak Socialist in
{JEurope, vou'll be understood *
|—a reference to the forth-
L coming European elections on

:which the PSI is pinning so
much.
The occasion ‘though™ was

curiously muted for the Iialian
Socialists have suddenly found
themselves 1n the most uncom-
fortable  seat- . in - domestic
politics. Four months ago the
jwere sniping merrily at th
) Communisits (PCI).  Rezional
( elections !he previoiis May had
|<uL‘Ee\lnd that the PSI was
Tegaining support after the
| collapse to just 9.6 per cent of
Fthv poll in the June 1976
| general eicction.

The  pointed ldculu"lv‘al
[attacks from Siz. Bettino Cr:
the PSI Secretary were only
-adding to the confusion and
disarray of the Communists
over their obviously ineffectual

role  within the five-partv
majority Parliamentary  coali-
.tion backing the minority

Christian Democrat admini
=tion of Sig. Giullo Andreotti.

Flower-power without ﬁfe-p@Wer f

BY RUPERT CORNWELL

Now everything has changed.
Local polis in the North East
Trentino-Alto Adize region last
November revcaled a loss of
Socialist support to the radical
left.  Then. with an audible
heave of relief, the Communists
finally withdrew their parlia-
mentary support, and . Sig
Andreotti’s  government- fell.
His attempts to rebuild the
allfance have exposed anew the
endless dilemma of the
Socialists, how flourish
between the two giants of
Ttalian politics, the PCI and the
Christian Democrats. 5
" A chastened Sig Craxr him-
self admitted his party’'s plight
this week: * With under 10 per
cent  we have a limited
influence.’.we are always in a
flicult position. whether the
big parties iry to reach agree-
ment over our heads. or when
they clash’and then try to enlist
our help as funior partners.”

That. in a nutshell. is the
Sncialist* dilemma—and it s
made worse hy the pressures
within the party pulling it in
two directions. It 15 often said
of Italian politics that splits.
within parties are more import-
ant than the divisions between
the parties themselves, and the
PSI is no exception to rule.
One faction looks instinclively
towards the Christian Demo-
crats, with the implicit corollary
of a return to the old days of
the centre-left governing

to

formula of the 1960s and eariy
1970s. . The other mrn; towards
the Communis! d the dream
of a fully demmrauc left alter-
native government for Italy.

The ambiguity extends deep
into the past of the PSI. and
even into its insignia. Between
1919 and 1979 the hammer and
sickle, symbol of the common
past  of Communists and
Socialists,. was the party’s
emblem. It remains part of the
new one, tucked away beneath
the carnation, a sign of its im-
probable hope of becoming once
more, at the expense of the
Communists,. a significant
spokesman of the Left.

The fact remains that the
Socialists, whatever their crisis
of 1dentity, still hold the key to
the present situation. Now that
the Communists have burnt
their boats wita the Christian
Democrats. Sig Craxt and his
colleagues when they meet to
decide their next move face a
stark choice: either to follow.
the PCI and thus make elec.
tions certain, or by direce sup-
port or abstention ailow some
other government to be born,
and permit the Communists to
reap the fruits of oppasition
alone.

With the refusal by the PCT
of proposals for a joint govern-
ment of Chnsuan Democrats
and *technocrats " acceptahle
to every one, including the Com-
munists, Sig Craxi has lost the

17 FEB 1978

i

best chance of squaring the
circle, and his room for
manoeuvre is more restricted
than ever.

In the background are daily
reports, daily denied, of strains
hetween himself and Sig Claudio
Signorile, his deputy and the
left-leaning faction of the PSIL

The Socialist secretarv’s game-
plan is to try to ensure that
European elections take place
before (or at worst on the same

day as) any Italian gereral
election. Not surprisingly he
plays the European card for all

its worth: extensive pictures are
beamed back into Italy every
time European or -rxema\mnal
Socialist leaders meet, wing 4
Sig. Crax: rubbing s-muldcrs
with such lumxnarws as Herr
Schmidt, M. Mitterrand or Mr.
Lzlla"han

Recl:nllv a leaked pall- taken
by the Brussels Commission
confirmed whaf many suspected:
that direct elections could be
a socialist honanza. In Ttaly the
PSI was given 238 per cent of
the vnte. more even than the
Communists  who outscored 4
them ‘almost four times in the .
1976 general election here. Siz. ¢
Craxi is countinz® on even a !}
more modest success to spill -
over into domestic clections, -
But he is also aware that the
reverse mignt equally be true— |
that a poor showinz in Italy &

|"-x( severely dent his chances

n Europe.
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~ British Embassy
Via XX Settembre 80A 00187 Rome

Telex 61049 Telephone 4755.441
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C J Baker E:
o Trzazﬁx‘ysq Our reference 090/1
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ITALIAN INDUSTRIAL ATID MEASURES —

4o Please refer to my letter of 27 November 1978 on the above
subject, and particularly paragraph 4, where I referred to

the unsuccessful attempt by the Italian Government to introduce
legislation suspending liquidation procedures in the case of
certain large companies.

23 The Italian Government has now reintroduced this measure

in a somewhat revised form, which has been, so it is claimed,
agreed in advance with the other political parties. It has

been introduced as a degree law and is thus immediately valid,
though it must be confirmed within 60 days by Parliament. Given
the prior agreement of the parties, it is quite possible that

it will be so approved in spite of the present government crisis.

3. The measure applies to 'companies which have debts to other
companies or banks on a medium term basis higher than 5 times
their paid up capital, and greater than 20 billion lire, of which
at least 15% derives from state-assisted interest rate loans.
Firms in this position will not be able to go into liquidation:
instead, a commissioner, or panel of commissioners, will be
appointed by the Minister for Industry to run the concern, with
the co-operation of the creditors, while its finances are
restored to helth. The Commissioner will be required to draw up
a programme, which must be consistent with government industrial
policy, and which will in turn be authorised by the Ministerial
Committee on Industrial Policy. In certain ciruumstances funds
will be available to companies in this position under the law on
industrial restructuring. When such a commissioner is appointed,
he will have jurisdiction not only over the firm in immediate
difficulties, but also over firms controlled by it, firms
controlling it, and firms which have outstanding debts or
guarantees to it exceeding one third of the total value of their
own assets. The latter condition is an introduction at the behest

of the PCI.
/h.
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4, There is a good deal of uncertainty about how this measure
would work, and indeed how finance would be found to keep going
concerns which were placed under the administration of
commissioners. In fact it seems quite probable that the threat
of the appointment of commissioners will be used more by the
Government as an instrument to persuade the banks to undertake
the administration of concerns in difficulties voluntarily via
the consortia which were legalised in the law passed in December
(Number 787), which I reported in my letter under reference.

Se This is roughly what seems to be happening at present.
After months of discussion it was finally agreed by the banks
this week to set up an administering consortium for the Italian
chemical giant, SIR, which had been thought to be one of the early
candidates for the commissioner procedure. This agreement was
achieved despite the fact that several of the banks involved
were reluctant to increase their exposure, and we must assume
that the Banks decided that the alternative of peing constrained
by a commissioner was & greater evil than taking a voluntary
decision to take over the management of the concern. There are
in fact still difficulties with this consortium, not least the
efforts of the previous SIR Chairman, Nino Rovelli, to maintain
control of the operation, despite the wishes of the Banks, but
it seems likely that the SIR consortium will in the end get off
the ground and thereafter act as a pilot project. A second
1ikely candidate for this treatment is the smaller private
chemical group, Tiquichimica: hopes of forming a banking
consortium for this concern had almost faded, but there does
seem to be a certain revival of interest following the promuls=
gation of the new legislation on liquidation procedures.

4 B
/('\M\ o |
[ oy
A C Galsworthy

cc:

S N Wood Esg, OFG 1, HM Treasury
D Gore-Booth Esa, FRD, 0
A SMlith Esa, Economists Dept, FCO
/ J Tane Esq, Asst Sec, Dept of Prices and Consumer Protection
Miss P Kenwrick, 5
A M Porter Esa, Overseas Dept, Bank of England
CRE 3, DOT
Miss K M Dudley, Dept of Industry IIc
Miss K Colvin, Atlantic Region, RD, FCO
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TO IMMEDIATE FCO N 0‘4\1
TELEGRAM NUMBER 92 OF 8 FEBRUARY g g

INFO PRIORITY TO WASHINGTON, UKREP BRUSSELS, UKDEL NATO-
INFO SAVING TO ALL OTHER EEC POSTS.

MY TEL NO 82s ITALIAN POLITICAL SITUATIONa

1. SIGNOR ANDREOTT! wasS DULY IMVITED BY THE PRESIDENT of THE
REPUBLIC ON 3 FEBRUARY TO ATTEMPT TO FORM A NEW GOVERNMENT.
AFTER A PAUSE FOR REFLECTION, DURING WHICH HE MADE CLEAR HIS
BELIEF THAT THE CONDITIONS EXISTED.FOR RECONSTITUTING A
PARLIAMENTARY MAJORITY SIMILAR TO THE PREVIOUS ONE, ANDREOTTI
HAS NOW STARTED HIS FIRST FORMAL ROUND OF CONSULTATIONS WITH THE
OTHER PARTIES, BEGINNING WITH THE COMMUNISTS AND SOCIALISTS ON

7 FEBRUARY. ALTHOUGH NO SIGNIFICANT PROGRESS HAS SO FAR BEEN
MADE, ALL PARTIES APPEAR AT THIS STAGE TO BE SET ON AVOIDING AN
EARLY BREAKDOWN

24 THE COMMUNISTS ARE CONTINUING TO INSIST ON THEIR INCLUSION IN
GOVERNMENT, BUT ARE DOING SO IN TERMS WHICH SUGGEST THAT THERE

IS AT LEAST SOME ROOM FOR MANOEUVRE IN THEIR POSITION (EG
BERLINGUER SAID IN A WEEKEND SPEECH IN SARDINIA THAT THE ONLY WAY
OF GUARANTEEING A RECONSTITUTED MAJORITY WOULD BE BY *?EFFECT | VELYSNS
OVERCOMING?? THE EXCLUSION OF THE PCI FROM GOVERNMENT) MOST
COMMENTATORS BELIEVE AT THIS STAGE THAT THE COMMUNISTS ‘WILL IN THE
END ACCEPT ANOTHER CHRISTIAN DEMOCRAT-BASED GOVERNMENT, WHICH.
MIGHT BRING IN MORE MIN!STERS ACCEPTABLE TO THE OTHER PARTIES,
RATHER THAN CARRY THEIR INSISTENCE ON INCLUSION IN THE GOVERNMENT
TO THE POINT OF PROVOKING EARLY ELECTIONS.

3a THE SOCIALISTS FOR THEIR PART, NO DOUBT SPURRED ON BY THEIR
FEAR OF EARLY ELECTIONS, ARE PLAYING A GENERALLY CONSTRUCTIVE
ROLE. THEIR PARTY SECRETARY CRAX| MADE CLEAR, AFTER HIS
CONSULTATIONS WITH ANDREOTTI ON 7 FEBRUARY, THAT HE BELIEVED A
WAY COULD BE FOUND TO CREATE A NEW PARLIAMENTARY MAJORITY, BUT
THAT iT WAS UP TO THE CHRISTIAN DEMOCRATS AND THE COMMUNISTS TO
CLARIFY THEIR RELATIONSHIP FIRST.

CoN/IOENTIRL : / &4,

CONfAOENTIA (- I
WAOENTT ] @
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4, MEANWHILE THE NORMALLY FISSILE CHRISTIAN DEMOCRAT PARTY
SEEMS TO BE STANDING REASONABLY FIRMLY BEHIND ANDREOTTI, AND HAS
GIVEN HIM ) FULL MANDATE TO NEGOTIATE, PROVIDED THERE IS NO
BREACHING OF THE PRINCIPLE OF EXCLUSION OF COMMUNISTS FROM
COVERNMENT. SIGNOR FORLAN| 1S REPORTED IN THE ITALIAN PRESS

AS HAVING STRESSED IN HIS INTERVENTION AT THE FOREIGN AFFAIRS
COUNCIL (FCO TELNO 203 TO UKREP BRUSSELS, NOT TO ALL) THAT THE
CHRISTIAN DEMOCRATS WOULD NOT ALLOY COMMUNISTS INTO THE GOVERNMENT.
ANOTHER OF HIS REPORTED STATEMENTS HOWEVER, TO THE EFFECT THAT

THE MARGINS OF MANOEUVRE WERE LIMITED AND THE-RISK OF .

EARLY ELECTIONS WAS GREATER THAN WAS GENERALLY THOUGHT, MAY NOT
HAVE BEEN WELCOME TO ANDREOTTI AND SHOULD BE VIEWED IN THE CONTEXT
OF THE FACT THAT IF ANDREOTT! FAILS, FORLANI |S SOMET!MES SPOKEM
OF HERE AS A POSSIBLE ALTERNATIVE CANDIDATE TO FORM A GOVERNMENT.

Soii LT IS STILL GENERALLY AGREED THAT A SOLUTION OF THE
CRISIS WILL TAKE A LONG TIME 5

CAMPBELL

-2~
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- Italian Communists
- risk losing

“workers’ support
e by I;R.;NK ';'Ai'L;R in Rome i

HE Italian Communist party’s bid for
]E share of govemmenta{ power appeare&

—— 7o e in danger of losing the vital
last might to be in danger of losing the vita

————
support of organised |
~ labour.

!

Communist withdrawal

The present crisis began over
a fortnight ago when the Com-
munists, Italy's second bigzest
party withdrew their parliamen-
tary support from the ruling
Christian Democrats,  They
alleged that the ruling party

was reported to be in favour

oF a compromise solution to
) aead-

jssues. The Communists said
- they would hold out for Cabi-
net posts or go into oufright

"But ghe attitude of the
union fovement cou
el

con
‘munists from the Cabinet.

“Teaders of the federation
which encompasses the thrce
biggest Communist Social-
ocial emocratl
aid to be. readvi

compromise,
clearly. reluctan

WInE DI
neerfFintv.
| entlv el
Ee=found
the = |1 obiecives are
taker |
Andreotti. | _ The Christian Democrats’ new

== econemic plan, much ¢
| of which bas the backing of the |

urions, is 1n_abeyance because
| of the political vacuum.

It eavisages a new Cabinet i
i & Christian_Democrats

b wilh @

one which would realise
two objectives for which the
trade unions stand—to avert an
early general election and to
maintain national unitv.”

The_non-Christian Democrat
sters in _the propoeed Catt

Tom e Lo
M uNIsS
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T DORATTEZ the suggesis \
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ta
government  majority,
mounting pessimism over ht:
chances of success, and thus of]
avoiding early general elections: 2|
Preli A soundings last
week failed to produce any new-
grounds for a possible compro:
mise between the r\o mam:
parties, t is s
and the Communists.
weckend, both
—harden

uriher. -
| *X Tortnight after the Com:
munists pulled out of the five-
party parly
supporting
Communist

To

Natla,

his_party’s demand for dire
‘ministerial_portiolios in a new-
government.,

In doing so, he virtually L

b 6
been_Toaled—Tinal of an_ac-
nnmmnun n\ade up of Chris-

T

m.nnms icked
Our parties in the
WA =
ueh. a formula has been
:,,_\wwm—
Democrat leaders—and not only
by the hard-me wing of the
party keen to force an electoral
| showdown with the Communists
—who_argue that it would be
!h'le more (han thin can 0]
irect part 3
l Cmnmunms.
Te possibilities seem to boil
down to no more than an offer
e the future govern-
mme. including
1 hed F

apparently furtaer off than ever,
aftention is n"u‘l'l" on IEE

T
nocrat-technocrat

s cannot be

FINANCIAL TIMES
13 FEB 1979 ' :

cutting dated & 19 Lk




o d
i 0 & @

.
RS 65 CONFIDENTIAL
CONF IDENT IAL
Fit F C 0 0213147 FEB 79 e
TO IMMEDIATE WASHINGTON ory oIz —
TELEGRAM NUMBER 250 OF 2 FEBRUARY G o ,
AND SAVING To ROME (PERSONAL FOR AMBASSADOR). 19FEBIY \
FOLLOWING FROM HIBBERT, to\® - ol ’ 5
YOUR TELEGRAM No 382:" VEST’S INTEREST IN\A UK Ag;s_ss»x&mz ONTTALY,

-

.« THE DEPARTMENT FULLY ENDORSES THE ASS:SSMENT IN ROME TELEGRAM

{0 80 WHICH WAS REPEATED To YoU. You COULD DRAW ON THIS 1N RESPONSE
70 VEST’S REQUEST. IT WILL BE POSSIBLE To HAVE A SHORT .DISCUSSION
CF THE SITUATION IN ITALY IF VEST WISHES ON 26 FEBRUARY.
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Pertml seeks new fon mla

BY RUPERT CORMNWELL IN ROME

CONSULTATIONS BETW.
President Sandro Pertini and
senior politicians set in motion
yesterday what will certain
an extremely arduous rou
negotiations to try to rebuild reslgnzd on \\mne»da; C\ m ng,
a governing formula for Italy. will be asked by Sig. Pertini to

Sig. Pertini made it clear that succeetiinsel pand ey oiosm
he would like the intereznum }‘,:;!.s"g‘l‘!;’:gn“‘;;;j“;;‘l?‘ l‘;ﬂ"lg
between governments to be as + SHEAUOMS
short as possible, and yester-

1943

Hi vevur. as the parties them-

day's soundings at the Quirinale el\' went into caucus to work
ﬁ\_&_ﬁu&lﬁﬂ—‘lm-’f— eir stratcgies for the
Brisker_pace {han in previolS gifficult bargaining ahead, there
potiticaliories 3 was no sign of any break in the
| However the President’s con- deadlock between Itaiy's 1wo

stitutional power is limited, and largest parties. The Christian
so far at least there is no stronz Democrats are still adamant in

i of the compromise that will_ their refusal to give into the

Wmnmunm demand of dires
1 bi feoretical expiry of ministerial portfolios.
beloTetiepteareica feXpItyAQL
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MY TELNO 78 ITALIAN POLITICAL SITUATION

1. AS EXPECTED, FOLLOWING THE COMMUNISTS® ANNOUNCEMENT

ON 26 JANUARY OF THEIR -WITHDRAWAL FROM THE 5-PARTY

PARL | AMENTARY MAJORITY, SIGNOR ANDREOTT! YESTERDAY (31 JANUARY)
HANDED HIS RESIGNATION TO THE PRESIDENT OF THE REPUBLIC,

THUS FORMALLY OPENING A PERIOD OF POLITICAL ’’CRISIS’s IT 1S
THOUGHT LIKELY THAT WITHIN ABOUT THREE DAYS HE WILL

BE INVITED BY THE PRESIDENT TO ATTEMPT TO FORM A NEYW

GOVERNMENT. BUT IT IS BY NO MEANS CLEAR WHETHER HE WILL SUCCEED IN
THIS, OF WHAT THE FINAL OUTCOME WiLL BE, 'AND THE PROCESS IS LIKELY TO
TAKE SOME TIME. YOU MAY LIKE SOME BRIEF REFLECTIONS ON THE PROSPECTS

2, THE KEY FACTOR WILL BE THE ATTITUDE OF THE COMMUNISTS.
ANDREOTT! HAD HOPED THAT THE GOVERNMENT WHICH HE FORMED LAST '
MARCH, SUPPORTED RY A MAJORITY INCLUDING THE COMMUNISTS,

WOULD SURVIVE AT LEAST UNTIL AFTER THE EUROPEAN ELECTIONS 1IN

JUNE., HE RECOGNIZED THAT THEREAFTER THE PARTIES MIGHT

DRAW CONCLUSIONS FROM THE EUROPEAN ELECTIONS WHICH COULD LEAD

TO CHANGES ON THE NATIONAL SCENE. BUT WHAT IN FACT SEEMS TO HAVE
HAPPENED |S THAT THE COMMUNISTS BEGAN TO FIND THEIR

POSITION SO UNCOMFORTABLE, TRAPPED IN ASSOCIATION WITH

GOVERNMENT POLICY BUT WITHOUT ANY REAL INCRASE IN

POWER, THAT THEY HAVE BEEN OBLIGED TO PROVOKE A CHANGE

IN ADVANCE OF THEIR PARTY CONGRESS IN MARCH, WHEN BERL INGUER

AND OTHER MODERATES IN THE LEADERSHIP WOULD OTHERWI SE

HAVE COME UNDER HEAVY ATTACK.

3. N ANNOUNCING THEIR WITHDRAWAL FROM THE MAJORITY THE
COMMUNISTS HAVE PUT UP A BARRAGE OF CRITICISMS (SOME MORE
JUSTIFIED THAN OTHERS) OF CHRISTIAN DEMOCRAT FAILURES,
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BUT HAVE OFFERED NO REAL ALTERNATIVE OF THEIR OWN ~ APART P —
FROM THE OLD IDEA OF AN EMERGENCY GOVERNMENT OF ALL THE

PARTIES. IT IS NOTEWORTHY THAT THEY WAVE AVOIDED COMMITTING
THEMSELVES TO OPPOS|TION TO THE PANDOLFI PLAN, RECENTLY PUBLISHED,
WHICH LAYS DOWN GUIDELINES FOR THE MANAGEMENT OF THE ECONOMY

OVER THE NEXT THREE YEARS. GIVEN THAT THEIR POSITION, ON THE
EVIDENCE OF THE POLLS, IS RELATIVELY WEAKER VIS—-A-VIS THE
CHRISTIAN DEMOCRATS THAN IT WAS A YEAR AGO, THEY CANNOT

SERIOUSLY EXPECT TO ACHIEVE WHAT THEY FAILED TO ACHIEVE IN THE
LAST CRISIS. | THINK THE IDEA OF COMMUNIST PARTICIPATION IN
COVERNMENT, AT ANY RATE IN ADVANCE OF A GENERAL ELECTION, CAN

BE RULED OUT. IT IS POSSIBLE HOWEVER THAT THE COMMUNISTS MAY BE
PREPARED TO PUSH MATTERS TO THE EXTENT OF PROVOKiING ELECTIONS (IN
WHICH, ALTHOUGH THEY WOULD PROBABLY FARE WORSE THAN IN JUNE 1978,
THEY MIGHT EXPECT TO PICK UP SOME VOTES ON THE LEFT THROUGH HAVING
GONE INTO OPPOSITION). ON THE WHOLE | THINK IT UNLIKELY

THAT THEY WILL GO FOR ELECTIONS AT THIS STAGE. WHAT SEEMS MORE
PROBABLE 1S THAT THEY WILL SEEK TO PROLONG THE

CRISIS IN ORDER TO DELAY TAKING ANY DECISIONS UNTIL AFTER THEIR
PARTY CONGRESS (24/25 MARCH).

4, ONE NEW FACTOR IN THE SITUATION IS THE ATTITUDE OF

THE SOCIALISTS. THEIR RECENT LOCAL ELECT!ON RESULTS

HAVE NOT CONFIRMED THE UPWARD TREND THAT WAS APPARENT

IN THE MIDDLE OF LAST YEAR. CONVERSELY THEY EXPECT TO

DO WILL IN THE EUROPEAN ELECTIONS IN JUNE, AND ARE CONCENTRATING
AL THEIR EFFORTS ON THIS OBJUECTIVE. ANDREOTTI?S

DIPLOMATIC ADVISER LA ROCCA, PUT IT TO ME THE OTHER

DAY THAT IN THESE CIRCUMSTANCES THE SOCIALIST PARTY
SECRETARY, CRAXI, MIGHT BE WILLING TO MOVE SOME WAY AWAY FROM
THE COMMUNISTS IN PARLIAMENT IN ORDER TO AVOID HAVING A
NATIONAL ELECTION BEFORE THE EUROPEAN ONE. IF SO, THIS
COULD POINT THE WAY TO THE RECONSTITUTION OF AN

ANDREOTT! GOVERNMENT WITH SOCIALIST ABSTENTION AND COMMUNIST
0PPOSITION, OR POSSIBLY EVEN WITH SOCIALIST SUPPORT

AND COMMUNIST ABSTENT IONa
/‘5.:

2
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5. | CONCLUDE THAT WE MAY WELL FACE A LONG PERIOD IN

WHICH ANDREOTT! WILL CONTINUE IN CHARGE OF A CARETAKER
GOVERNMENT, TAKING NO INITIATIVES BUT ADMINISTERING DOMESTIC

AND EXTERNAL POLICY ON ESTABLISHED LINES. THERE 1S NO REASON TO
SUPPOSE THAT THE CRISIS WILL BE RESOLVED ON A BASIS WHICH WOULD
CAUSE DISQUIET TO ITALY’S ALLIES AND PARTNERS.

FCO PLEASE PASS SAVING ADDRESSEE.

E&.P&A’T&D A3 Qz&uwmﬂ
CAMPBELL.

FLO WHITERALL
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Ttaly’s Communists
- demand places
- 1n Cabinet

y .. ' By FRANK TAYLOR in Rome
THE Italian Communist party intensified
its fight for power yesterday with an
outright- demand for Cabinet representa-

tion.

If this was not forth-
coming the party would go
into “ hard " opposition.

. The demand and the warn-
ing came from Signor Gian
Carlo Pajetta, one ‘of the
party’s leaders.

He called on Sgr Andreotti,
the Prime Minister, to recog-
nise that the time had come
for a change in the Italian
political structure.

Sgr Andreotti. whose Christ-
ian Democrat minority govern-
ment has foundered. following
1 ommuni<s' decision to
withdraw Parliamentary sup-
port. is due to hand in his
resignation today.

Like the other Communist
leaders. Sgr Pajetta is well

‘aware that with his party in

opposition no government could
hope to last long and early
elections would ensue. He
called on Sgr Andreotti 1o
“give a sign” that Communist
demands for a more representa-
tive government team were
being heeded.

“ A sign would be useful.” he
declared. nd the <ign should
be the presence of Communists
in government. This would
show that there is a will to

ange.”

After Sgr Andreotti submits
his resignation to President

DAILY TELEGRAPH

ause of two or three days:

a P

then Sgr Pertini will no doubt
ask Sgr Andreotti to try to form
a new government.

The party leadership was
reported yesterday to be agreed
that Snr Andreotti is their
obvious choice to lead another
government.

Many political observers were
struck by the cool fashion in
which he faced the Chamber |
of Deputies on Monday. He|
gave less the impression of a|
Prime Minister on his way out |
than one confident of the
future. .

Pa

Pertini there is likelv to be
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From Reuter in Rome

Italy’'s Parliament opened a
debate last night on a political
crisis -which is expected to
force the Prime Minister, Mr
Giulio Andreotti, to Tresign
today.

‘The powerful Communist
Party launched the debate with
a fresh attack on the Govern-
ment.

Calling for & new Govern-
ment based on *full collab
ration and operational ties

between the ruling Christiamr
Democrats and the Com-
munists, a2 Communist Party
Deputy, Mr Alessandro Natta,
stressed his party dld not want
to return to the opposition but

power, not running
away .. . rather we are appeal-
ing for politics of unity and
solidarity based on full collabo-
ration and  operational ties
with the Chris Democrats
and other pnrhes. he said.

=&

Crisis debate in Rome

The Christian Democrats,
who polled 38 per cent of the
vote against a Communist vote
of 34 per cent in the 1976 elec-
tions, say they will come to
any new arrangement provided
the Communists are not actu-
ally in the new Government.

But Italy’s third largest

party, the Socialists, argued
again yesterday for a Com-
_munist role, indicating that
‘negotiations to form a new
Administration may reach total
deadlock.

“We are more than ever
convinced of the need for a
Government of national unity
with _all democratic forces.”
Socialist deputy, Mr Vincenzo
Balzamo said.

The Prime Minister is
expected to submit his resigna-
tion to President Sandro Per-
tini_today and the President,
anxious to avoid elections. will
probably hand Mr Andreotti the
mandate to continue in a care-
taker Government.

——
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— The government

THE crisis that has shaken the
Italian government has once
again emphasised that Italy can-
not be governed without the
Communists.
. There are 228 Communist MPs
in the Chamber, representing 34
per cent of the voters, and for

e last ten months the minority
Christian Democrat government
has ruled with the parliamentary

pport of the Communists,
Socna'nsu, Social Democrats,
Radicals and Republicans.

The _ Communists, _mm.
mhm
ition that they were consulud
on T orishes: freyae “no|
consulted~when Iraly joined hc

o

- European mcnemr) s)smn and

@415, the Jast instance in a Series
-of failures (o keep the promise
'of _consultations, was the |
straw.

has been
under pressure from the United
States to adopt EMS and other
financial measures, so the Com-
munist withdrawal of support is
aimed against American inter-
ference as well as broken
oledges.
unists _have over
!he last few months constantly
ted that the government's
(aduu zfoﬂce

lead to a_major campaizn out-
side Parlament e
class movement

E
£

“to force the
Christian Democrats to honour
their pledge.

STRONGER ACTION

Such a campaign could bring
about a big change in the poli-
tical situation and set Italy on
an entirely new course. In par-
ticular the Communist Party has

en demanding stronger action
on unemvk\}mem and agrarian

eform.

One of the possibilities is that
the Communist Party will
asked to take part in a coalition
government.

Asked at a recent press con-
ference whether the Communist
Party would not find it difficult
to accommodate itself to the
gradualism of a reformist gov-
ernment in any coalition, party
general secretary Enrico Ber-
linguer reminded the journalists
that the party was not yet in
the government. He made it
clear that the programme oi such
a government would have to be
agreed in consultation wnh the
other parties involved in the
coalition.
© “If we use :ha formula ‘party
o! government’ (in descr:ding

Cummums( Party) it is to
x;mfy he Communist
Party {eels z.h:u it has the res-

4

taly
neads
new
course

ERIC SCOTT looks at the
Italian Communists’ cam-
paign which may lead to
their forming a coalition
govemmenn

Italy’s future generation — and
the symbol which will mean so
it.

ponsibility and function of put-
ing forward positive proposals
for all the country's concrete
problems and not to limit itself
to denunciation but to advance
Lusr and realisable solutions,”
e sai
“We must link our political
action in_Parliament with ade.
quate action in the country to
bring pressure to see what agree-
ments reached are respected.

The current crisis gives added
d_importance to_the

interest_ R

xFEses c. av en_pub-
? ommunist Party
or. ns congress tn } arch.

erspective offeres

the 1al
o democmc) in_the wurk Iaces
and in_the Iocalities u the shw

peope ave become stro 2

ecisive

m
change in Italy
e draft resolution for con-

gress says, “The participation of
the workers in making decisions

“regarding the productive pro-
" cess (in the facrories and else-

ess! ‘|lIJ] for a pro-
gramme of d
It goes on to Firee i
extension of the rights won by

e—

the unions on information about
investments and employment.

In a call for the defence 0(
demncmcy. the resolution says:
“The fight against_terrorism in
all its aspects, is in the funda-
mental interest of the workers’ |
movement and involves militant
Communists as a priority an

be conducted constamly
with political initiatiye and
firmest and most mlranslgenl
campaign in the battle of ideas.”

The resolution goes on to say
that  history hown that
every advance of the workers'
and  democratic movement
esistance and violent
reactons, and eyen attempts t0
overtarow tne democratic re-
gume, terronst actions and
paigns of various types, and
Sttempts at open of creeping
coups.

“put the conditions today are
such that violence and attempts
to attack the democratic regume
could be deteated and trustrated
by the support of the over-
whelming majority of the popu-
lation for tne democrauc insu-
tutions, by reform ot the econo-
mic structure, and by>the mass
struggles of the workers.”

The resolution says that So-
cialists and Communists should
work for a Sociaust

their various coun-
tries corresponding to the tra:
ditions ands peculanues nf
mdn'xdual éaunu‘les and par
of the wi

Paymg mbuze to the building
of a new society as the result
of the October Revolution in
Russia, the resolution says: “At |
the same time their great his-
toric experiment has revealed
limits, contradictions and errors
which adversely atfect me eco-
nomic_ life of all Socialist
countries, especially as rega:ds
democr:

ERRORS

“These limits. contradictions
and errors also adversely affect
the relations between the -
erent Socialist. countries and
limit the attractiveness of So-
cialist ideas in the whole
world.”

In any case it was evident
that the roads followed in
these countries were not applic-
able to Socialist transformation
in countries like Italy and those
of West Europe

The resolution also says: “The

democratic parties, and

ave been the governments of
various  European  countries,
although they have brought

about :mprovements in the social
and economic conditions of the
working class, have not brought
society out of the logic of capi-

lism.’
Social democracy did not
mel{ capable, faced with
actual crisis, of findinz a
soluncn to the great prooiems
of unemployment, justice, eman-
cipation_and_ democratic partici-'
pation by the great masses of
men, women, and youns people.
The resolution spoke of tran-
sition to ism with the
aracteristics of a Socialist
socen having deep roots in the
Western Europe and
m the struzgles for. pom_cnl cul-
tural relizious 1
especially in the great
for democracy, liberty and social
progns; thh had been fouzht
and co ed by the workers'

"Thc

pecu-
ation”

lis thax it is \ﬂtho\n doub( more

advarced from the point of view

de'noc—An and the social and
ru(e gains of the workers,
than (‘ut ,of the other capitalist
countries.
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BY PAUL BETTS IN ROME
EIT\L\'R TWO ia

parties,
and

appear

De Govern-

. ment of S~~ Giulio Andreotti.
Although the Prime Minister,
after tendering his formal res
* pation 10 |
Pertini, 15 exp
later triis week
dorm a new Government. the
general view here is that the
Communists are likely o insist
the tment of Com-

in any new

v ing Chris! tian
Democrats, wl hn ha described
the demands of the Communists

pIAN 1979

'Ttalian parties harden p@smen “11

In the face of the renewed
outh of political violence
and continu
calties, most N
main parties claim to be azair
an ear! tion.
But it 3
political compromise can
reached as long as the two lead-
ing parties maintain their
current intransigent stand.

The Communists are now
coming under incre

pres-

“""we_mm,:&_k“ﬁ
Tational _congress in rcl
clearly’ a(lempnn" to rcro\'cr
S

Wﬁm
aﬂ'ﬁ—b——’ﬂ—" The two and a-hall vears
of collaboratign with the ruling
n—(__Jar Y

In these two and a-half yea
the gww__ﬁ_ﬂ
iseleuor stpporc o pee

Ser1esio! Tegional polls and its

osition  increasingly undeh}
mined
actions and rml\(an' nnn aligne
URION movements. ihwe Eroups~
arty scoming increasingly |
Taborating
ristian Dvmnrrau
Fnr their part, m Christian
s_have indicated (_hat

issue 0{ direct Cor mums((
cipation in un\cmmuu In |

fion at

g\gcn:g of !h: Cnmmums S
Agzaing

w_nmms_\:mm_d_cm:r
’w\mw&w:
five_electorate should _they:
accept_a_compromise _which
would Inevitably involve cons
cessions {rom hoth sides on the
crucial queslmn of lommumsgs

overnment.

emyt, the ruhng j» s
gcncrmv confident it vmud-
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RDREDTT 8 RESIGNATION ALnpsT IKEYITABLE
ROKE FRIDAY - [TALY's CORHUNIST PARTY Topay HADE PRINE HINISTER

&0 ANDREOTTI!S RESIGNATION ALHOST INEYITABLE BY WITHORAWIHG
ITS™SUPPORT NG FRo THE HINORITY CHRISTIAN CEHOCRATIC GOVERNHENT,
COKHUNIST PARTY LERDER ERRICO BERLINGUER ANNOUNZED THE WITHDRAHAL
RFTER A FIVE-PARTY SURKHIT TG DECIDE THE FRTE OF HR ANDREDTTI® 3
TEN-HONTH-0LD ROHINISTRAT K. “

THE COHHURISTS. ITALY:'s SECORD LARGEST PARTY HERE R KEy
ELEHENT IN THE LoosE FIYE-PRRTY PRET NHICH KEPT HR RNOREOTTI®S
RINORITY GOVERNHERT [y POKER. g

THE COHHUKISTS HAye ACCUSEL THE RULING PARTY oF BETRAYING
THE PACT UNDER WHICH THE GOVERNHENT PLEDGED TG CoNsyLT THE
PARTIES ON ALL HAJOR DECISIGHS,

PRIME HINISTER ANDREQTTI, WHO HAS GOVERKED WITHOYT A HRJORITY
IN THO MINORITY ADHINISTRATIONS SiHCE STRTELHATE ELECTIONS [N
JUNE 19765 WAS EXPECTED Tg RESIGN ERRLY NEXT MEEK,

’
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PURGENT® @ SECOND LERD GOYERNHENT, .:
ROHEs JAN 26, REUTER -- ITALY?S CONHUNIST PHETY TODAY HADE
\ SIULTO ANDREGTTI'S RESIGNATION ALMOST IWEVITABLE BY
TS SUPPORT FRON THE MINORITY CHRISTIAW DEHGCRATIC

COMAUNIST FARTY LEADER ENRICO BERLINGUER ANNOUNCED THE
WITHDRAUAL AFTER A FIYE-FARTY SUMWIT TO DECIDE THE FHTE GF HE
ANDREQTTI'S 1 G-MONTH-OLD ADBHINISTRATION,

*AFTER H CAREFUL EXAMINATION OF THE FACTS: WE REACHED THE
CLUSTON THAT OUR PRESENCE IN THE PARLIAWENTARY HAJORITY PACT
ICH SUPPORTS THIS GOVERNWEWT HAS BECOWE INPOSSIELE,+ HR BERLINGUER

iH

UKPS57  ADA7SS

{E COMAUNIATSy ITALY?S SECOND LARGEST PARTY: WERE A KEY
ELEHEHT IN THE LOOSE FIYE-FRRTY FACT WHICH KEPT WR AHDREGTTI'S
HIHG GUYERRMENT IN POMER.

IER?S ANNOUNCHENT FOLL

GF THE FIYE PRRIIES

OMED A MEETING BETMEEN THE
RULTNG CHEISTIAN DEMOCRATS. !
C AND REPUELICARNS, {
RTY OF EETRAYING

ERNHENT PLEDGED T4 COMSULT THE

: GOVERNED WITHOUT A
UNS SINCE STATELMATE
tESTGH ERRLY NEWT WEEK.
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MY TELNO 563 ITALIAN POLITICAL SI1U\T|0“

1a INTENSIVE CONSULTATIONS BETWEEN THE POLITICAL PARTIES

DURING THE LAST FEW DAYS HAVE SO FAR PRODUCED NO FORMULA FOR
PRESERVING THE PRESENT MAJORITY AGREEMENT. A MEETING OF THE

ERS OF THE FIVE PARTIES MAKING . UP THE MAJORITY: IS TAKING PLACE
TODAY (26 JANUARY). UNLESS THERE 1S SIGNIFICANT PROGRESS AT
THAT MEETING, MOST PEOPLE NOW THINK THAT SIGNOR ANDREOTTI WILL
RESIGN IN THE COURSE OF NEXT WEEK AND WILL PROBABLY BE INVITED
500N AFTERWARDS TO TRY. TO FORM A NEW GOVERNMENT. HE |8 HOWEVER
UNLIKELY TO RESIGN UNTIL THERE HAS BEEN DEBATE fN‘PARLIAHFNT,'SlNCE
PRESIDENT PERTINI 18 KNOWN TO BE INS]STENT THAT CON”"!IUT!ONAL
PROCEDURES BE OBSERVEDs

2 IT 18 NOT YET CLEAR HOW FAR THE COMMUNISTS WILL PUSH MATTERS,

BUT 1IN THE PIFFICULT POSITION IN WHICH THEY NOW FIMD THEMSELVES ,_1

(PARA & OF MY TUR), THEY SEEM TO HAVE DECIDED THAT A MOVE TOWARDS

CPPOSITION, EVEN AT THE R)SK OF PROVOKING EARLY ELFfT|0NS, 1S A

SER EVIL THAN CONTINUED ASSOCIATION WITH THE GOVERNMENT MAJORITY,

{ POSSIBLE ALTERNATIVE FORMULAE ARE BEING SPOKEN OF, INCLUDING

'nm IDEA OF A CHnl#TIAV DEMOCRAT GOVERNMENT WITH SUPPORT FROM THE
ALL PARTIES, SOCIALioT ABSTENTJON AND COMMUNIST OPPOSITION.

°UCH A SOLUT!ON MIGHT POSSIBLE BE NEGOTIABLE WITHOUT A LENGTHY S

CRISIS OR RECOURSE|TO ELECTIONS. BUT THIS IS ONLY ONE OF A

NUMBER OF HYPOTHESES AT THIS STAGEs

AN

CAMPBELL
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ITALIAN POLITICAL SITUATION

1, THE PARLIAMENTARY MAJORITY ON WHICH SI1GNOR ANDREOTTI’S MINORITY
CHRISTIAN DEMOGRAT GOVERNMENT DEPENDS FOR SUPPORT HAS BEGUN

TO LOOK INCREASINGLY FRAGILE OVER THE PAST FEW DAYS.

ALTHOUGH .A COVERNMENT CRISIS DOES NOT YET APPEAR TO BE

IMMINENT, THE AGGRESSIVE NOJSES WHICH THE COMMUNIST PARTY HAS
RECENTLY STARTED MAKING COULD POSSIBLY LEAD TO A BREAX-UP OF THE
MAJORITY OVER TME ISSUE OF THE GOVERNMENT®S 3-YEAR ECONOMIC

PLAN (MY TELNO 39) WHICH IS DUE TO BE D)SCUSSED IN PARLIAMENT

ON 29 JANUARY. :

.2, THE COMMUNIST OFFENSIVE BEGAN ¥WITH APLEADER IM THE PARTY
PAPER LPUNITA ON 14 JANUARY AND .WAS FOLLOWED UP IN RATHER

MORE SPECIFIC TERMS IN A STATEMENT BY THE PARTY EXECUTIVE

N 18 JANUARY. THE STATEMENT ACCUSES THE CHRISTIAN g
DEMOCRATS OF CHANGING POLITICAL DIRECTION AND BLOCKING

THE IMPLEMENTATION OF THE MAJORITY AGREEMENT OF LAST MARCHe

IT CRITICISES THE GOVERNMENT FOR 1TS ?’HASTY AND UNCONDITIONAL?®
ENTRY INTO THE EMS, AND FOR ITS RECENT NOMINATION *?WITHOUT DUE
ACCOUNT OF PCH VIEWS?® OF CANDIDATES FOR THE CHAIRMANSHIP OF
MAJOR PUBLIC BOCDIES, . THE STATEMENT ALSO EXPRESSES ALARM AT

THE ?*SCANDALOUS®? ESCAPE FROM CATANZARO LAST WEEK OF GIOVANN]
VENTURA, ONE OF THE CHIEF SUSPECTS IN THE LONG~RUNNING TRIAL OF
THOSE SAID TO HAVE BEEN INVOLVED IN A RIGHT-WING BOMB

QUTRAGE IN MILAN IN 1959, (THE CHIEF OF POLICE WAS PROMPTLY
SACKED AFTER THE ESCAPE: )T REMAINS TO BE SEEN WHETHER THE
POLITICAL LEFT WILL ALSO DEMAND THE HEAD OF THE MINISTER

OF THE INTERIOR, ROGNON!)o- THE COMMUNIST STATEMENT GOES ON TO
CRITICISE THE 3~YEAR ECONGHMIC PLAN FOR 1TS EMPHASIS ON REDUCING %
THE COST OF LABOUR, WHICH IT SAYS SHOULD BE ONLY ONE ELEMENT IN |
A COMPLETE REFORM OF WAGES POLICY, AND FOR THE VAGUENESS

OF |TS PROPOSALS FOR NEW .INVESTMENT IN THE SOUTH.

WS TS = A o
CONEIDENTRAL /THa Srars S




CON FIDENTA i ' X
THE STATEMENT DOES- NOY, HOWEVER, GO S0 FAR AS TO SUGREST ﬁ I

THAT THE COMMUNYSTS WILL NECESSARILY SEEK TO BRING THE il |
GOVERNMENT DOWN: T CONGLUDES BY SAYING THAT T IS NOW UP © ‘.

TO THE CHRISTIAN DEMOCRATS TO DECIDE WHETHER TO ALLOW THE
PRESENT MAJORITY AGREEMENT TO CONTINUES

3. THE CHRISTIAN DEMOCRATS HAVE REPLIED WITH A STATEMENT ON

27 JANUARY EXPRESSING READINESS 7O HOLD IMMEDIATE DiSCUSSIONS
WITH THE OTHER PARTIES OF THE MAJORITY ABOUT THE DIFFERENCES
BETWEEN THEM, AND STRESSING THE IMPORTANCE OF THE 3-YEAR PLAN

AS A TEST OF THE PARTIES® POLITICAL WILL TO MAINTAIN THE PRESENT
AGREEMENT, THE CHRISTIAN DEMOCRATS ARE THUS MAKING CLEAR

THAT IF THE COMMUNISTS WiSH TO PROVOKE A CRISIS THEY WILL HAVE

TO STAND UP AMD BE COUNTED i A VOTE AGAINST THE 3~YEAR PLAN.

THE SOCIALISTS FOR THEIR PART ARE SAYING THAT SOME CHANGE OF ..
COVERMMENT FORMULA 18 INEVITABLE. BUT THEIR RARTY SECRETARY,
CRAX1, HAS MADE CLEAR THAT HE IS ANXIOUS TO AVOID A CRISIS

51N THE DARK®? (JE WITHOUT PREVIOUS AGREEMENT ON WAT |8

TO FOLLOW) FEARING NO DOUBT THAT THIS WOULD LEAD 7O EARLY
ELECTIONS FOR WHICH THE SOCIALISTS ARE NOT YET READYs HE SEEMS
DISPOSED TO PLAY A MED{ATORY ROLE BETWEEN THE CHRISTIAN DEMOCRATS
AND THE GOMMUNISTS. OF THE SMALLER PARTIES, THE SCCIAL DEMOCRATS
HAVE FOR SOME TIME BEEN CALLING FOR A CHANGE PROBABLY BECAUSE THEY
SEE THIS AS OFFERING THEM A CHANCE OF OFFICE,

THE COUMMUNISTS ARE N A DIFFICULT POSITION, AND ARE CLEARLY
DIVIDED OM HOW TO PROCEED, PARTICULARLY N .VIEW OF THEIR PARTY
CONGHESS 1M MARCH. ACCORDING TO THE POLLS, THEIR POPULARITY 1S
SUFFERING FROM ALLJANCE WiTH THE GOVERMMENT. THERE 1S THEREFCRE
2 1HMPULSE N SOME WAY TO DISSOUIATE THEMSELVES FROM GOVERNMENT
¥, -BUT TOO WU SSOCIATION COULD LEAD TO AN EARLY
CTION, THE RESULTS OF WHICH THEY FEAR: HOR IN THE FIHAL
1L¥S18 DO THEY HAVE AL MATTVE ECONOMIC POLICIES TO PROPOSE,
i {7 THEY AGCEPT THE 3=YEAR PLAN AS A BISIS OF POLICY 1T Will
‘ oz BIFFICULT TO AVOID STICKING WATH THE GOVERNMENT FOR SOME
’ TIME TO COME, THiIS EXPLAINS THEIR CRITICAL, BUT CONFUSED AND
\ INCONCLUSIVE REACTION 7O THE B-YEAR PLAN,

4a

a /S roka
CON ELD SN PTA I~



COINEID SN A L

Sa  THE SITUATION FACING SIGNOR ANDREOTTI®S GOVERNMENT 1S THUS

q’ IFFICULY, THOUGH NOT YET CRITICAL. MUGH WILL DEPEND ON THE OUTCOME .

OF THE TALKS WHICH THE CHRISTIAN DEMOGRAT SECRETARY, ZACCAGNING, IS
EXPECTED TO START WITH OTHER PARTY LEADERS LATER THIS WEEKe IT 18
NOT CLEAR WHAT THE OUTCOME 1S LIKELY TO BE: BUT THERE ARE OF COURSE
MANY INTERMED?IATE SOLUTIONS 'SHORT OF A FULL~SCALE CRISIS, E.Gs

THE INTRODUCTION OF MORE TECHNICIAN MINISTERS ACCEPTABLE TO THE
COMMUNISTS,” WHICH MIGHT BE SUFFICIENT TO GET THE MAJORTIY AGREEMENT
BACK ON THE RAILS., BUT THE CHRISTIAN DEMOCRATS MAY BE RELUCTANT
TO YIELD ANY GROUND SINCE THEIR POSITION APPEARS RELATIVELY
STRONGER THAN THAT OF THE COMMUMISTS, MY GUESS I8

THAT THE COMMUNISTS WILL DECIDE IM THE END NOT TO PROVOKE A

CRISIS FOR THE TIME BEING.
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CAMPBELL 4
RERPEATAD AS j
RECUASHSD

FCo /WHirRhAAL D

WL;—D .

<3

CONFEIDENTIA -




COVER
i
233 5903
J P G Freeman Esq DS8a DIDS8/10/13/2
Ministry of Defence
Main Building WRJ 014/2

Whitehall. oy
| ] 4 Jamuary 1978

[ wRT cilz |
| osunmm |
(Ba®) |
\o‘\m
TRILA' = v"“:}"b |

1. Please refer to your letter of 19 December. 2
enclose a brief on the Italian internal political |
and economic scene.

A C Boniface
Western European Department
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