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CONFIDENTIAL

SUMMARY

FOURTH AND FIFTH ANDREOTTT quERNhENTS MARCH 1978
MARCH 1979.

il Andreotti's Fifth Government was defeated on
31 March, two months after the demise of his fourth
government though (paragraph 14) he will remain in
of a caretaker administration until a new government
formed after the elections on 3 June. After more ©
2 years of precarious stability, Italy's politica :
future seems uncertain again (paragraph 1).
B The inter-party truce, which had involved 00«@
parliamentary support for these governments, was w

by the Communists in January (paragraphs 2 to 4).

S The Communist decision to withdraw from the
and to provoke early elections was motivated by &
internal problems, though they tried to cast the
on the Christian Democrats. The Communists stage
successfully their party conference in March, wh
endorsed thelr return to parliamentary opposition
will give them a free hand to exploit any Christi
Democrat difficulties after the elections (paras

4. The Socialists experienced their usual dif
in reconciling Christian Democrat and Communist
on their support. By voting with the Communists
the government they frustrated their own aim of
postponing national elections until after the Eu
ones. In the process, relations between the So
and Andreotti were damaged (paragraph 8).
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5. Andreotti's fourth government's political an
economic record was not bad by Italian standards,
most fundamental questions of economic reform, e.
the curtailment of public expenditure and wage
inflation, remain unsolved (paragraphs 9 to 12).

B The Christian Democrats have shown signs of
increased unease since Moro's death. There has De
a shift towards the Right within the party. Andrec
has been an outstanding Prime Minister in many res]
but recently his personal reputation has been unde:
attack and political rivals will try to exploit Gh
post-electoral situation to his disadvantage
(paragraphs 13 to 15).

T The Christian Democrats are expected to win
few points and the Communists to lose a few in the
elections. But unless these bring significant chi
in the composition of Parliament, or party attitu
it is hard to see how the Majority Government can
formed. One must hope for a more responsible ab
by the Socialists. A sense of disquiet 1s thus
inevitable though Italian politicians can be coun
on to exercise maximum ingenuity aftewthe electio
in resolving any consequential political dilemm 7
(paragraph 16).
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The Rt Hon Dr David Owen MP
LONDON
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THE FOURTH AND FIFTH ANDREOTTI GOVERNMENTS, MARCH 197
TO MARCH 1979. '

iliz Signor Andreotti handed in the resignation of hi
fifth government on the 31st of March, only two mod
after the resignation of his four th, which had las
since March 1978. His fifth government, which bro
the small Republican and Social Democrat parties in
coalition with the Christian Democrats, never even
obtained an initial vote of confidence in Parliament.
The upshot was the dissolution of Parliament and &
calling of new elections two years before the sched
time. Thus, after a period of two and a half year
of comparative, if precarious, stability under
Andreotti's Prime Ministership, Italy seems to ha
returned once more to the political unease and
uncertainty which characterised much of the prew:
decade. How has this change in the political cl
come about?

Background to the Crisis

2o The political truce which followed the June
elections depended initially on an arrangement whe
the Communists and other smaller lay parties agreed
support Andreotti's minority Christian Democrab
government by their abstention.  After the Comm
had upset this arrangement by demanding a further
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towards power, Andreotti formed his fourth governm
in March 1978 on the basis of a five-party politi
majority including the Communists, though excludin
the Liberals. At this time, Andreotti appeared to
have made the best of a difficult situation by givi
only a very small concession to the Communists, wh
buying time for his government and his party to recov
support lost in the 1976 elections, and if possible
to lay the foundations for a renewed understanding
with the Socialists who under their new leader, Cra
seemed prepared once more to distance themselves,
however stealthily, from the Communists.

Bo The new majority was never so united as in thi
first few weeks of its existence, when the Communis
and other lay parties (apart from some wavering by
Socialists) stood firmly behind the government in
face of terrorist blackmail during the Moro affalir
The majority also held up well during bthe unexpectel 1
Presidency crisis in July after President Leone had
been forced to resign 6 months before the end of h
term. But as early as 9 June the Communist leade
Berlinguer, wrote to Andreotti complaining of del
in carrying out the agreelprogramme: by the early
these complaints had become accusations of a chang
political direction since the death of Moro. By
December, the Communists had broken ranks with Ghe
majority and voted against the government on two
occasions, first because of the immediate entry of
into the European Monetary System and secondly Dbe
of the nomination of new chairmen of major public
Finally, in mid-January, amidst a barrage of accu
against the Christian Democrats, the Communists el

/course
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part in "unitary" solutions, except on the basis ©
their old demand for full Communist participation I
government. This meant the end of the five-par :
majority and of the fourth Andreotti government wWhil
had depended on it.

4. When the fourth Andreotti government resigne
31 January, it was still not clear whether the
Communists would push their intransigence to the
of provoking an early general election which nobo
except the extreme right-wing parties appeared o
But as the crisis wore on, it became clear that n
Andreotti, nor even the late Ugo La Malfa - the wid
respected Republican leader, who for a brief (and
the Christian Democrats, awkward)period) was gilve
mandate to form a government by President Pertini
Andreotti's first effort had failed - was going o
allowed by the Communists to re-constitute a goverr
similar to the previous one. The Communists did
slightly moderate their demands during the closin
of La Malfa's attempt, by offering to settle for
inclusion of representatives of the independent 1
who had been elected on the Communist 1list, plu
assurance that the Christian Democrat represent
in the new government would not be decided on
of a share-out between party factions. Opinio
still divided as to the precise state of the gam
La, Malfa threw in his hand on 2 March. But wh
Andreotti, La Malfa and the veteran Soclal Dem
Saragat, were jointly appointed Dby President Per
on 7 March for a final attempt at forming a gove
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of veto over the choice of all ministers and the
participation of the Communists in certain regional
councils. This was too high a price to pay and ;
Andreottl was left with no alternative but to cobble
together a three-party government, his FlEGhe presen
on 20 March, which he knew would risk defeat on a W
of confidence because it had no prearranged majorit
The Communists were certain to oppose it and the on
acceptable chance of survival (since Andreotti had
announced that he would not accept the support of &
right-wing, though non-Fascist, National Democrats)
in the possibility of Socialist abstentions. In th
event, the Socialists were unwilling to disassociate
themselves in this way from the Communists, and the
government was defeated, on 31 March, by one vote i
the Senate - thus precipitating the dissolution of
Parliament and leaving Andreotti in charge of a stil:
born administration whose main task will be to manag
elections, both national and European.
Comnunist Manoeuvring

5. The main responsibility for this change in the A
political climate lies with the Communists. Andreo
had hoped that his fourth government would survive
Communist support, at least until after the Europea
elections in June. But it appears that the Communi
began to find their position so uncomfortable, traj
in an association with government policy but witho
any increase in power, that they felt obliged to
a change at the beginning of the year. The timin

no doubt dictated largely by their party Congress
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first since 1976) which took place at the end of
Local election results last year had shown some fa

off in their electoral appeal (a new and worrying y
phenomenon for the Italian Commmists) and there Was.
evident dissatisfaction among their rank and file. 2,
Had the leadership not changeldirection when 1t di
Berlinguer and the '"moderates' could have come unde

serious attack at the Congress. Moreover the '
publication of the government 3-year economic plan
January obliged the Communists to take up a positio
Had they accepted it they would have been committed
for a long time to supporting the government on mos
of the larger economic issues. X

6. Nevertheless, many people thought in January
that the Communists would in the end come back in
the majority on the basis of an intermedia te solu
(such as the inclusion in the government of
"gechnicians" acceptable to thelir party) which co
then be presented to the faithful as a further st
forward towards power. Bubt it now seems clear &
they had decided at the outset to have a showdown
the other parties of the majority. Their manoew
in the early stages of the crisis - for example |
offer to accept representatives of the independel
in a La Malfa government - was merely an attemp

put the blame for provoking elections on to othe
They always made sure that their demands were

significantly in advance of what they knew the
Democrats could accept. It was significant that
the very day (31 March) on which the Communists

down the new government in the Senate, the party

faithful were applauding hard line speeches at ©

/Cong;
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Congress in support of Berlinguer's call for the
to be "in government ... or "in opposition''.

g The return to what the Communists claim to D
role of 'responsible' opposition was ably orchestr
by Berlinguer. He and his colleagues no doubt ho
that the government which will be formed after the
forthcoming elections will run into political and
economic difficulties. In that situation the Comm
Party might expect to recover any ground lost in t
elections and events might lend force to the argume
that Italy was ungovernable without Communist nelp;
The Communists might also hope thatb, at this point,
their demand to introduce their ministers in the
government (which remains the main objective of Gk
"historic compromise' policy) would prove irresisti

Socilalist disarray
8. Not for the first time in recent Italian his
the Socialists must bear a fair share of blame fo
allowing the crisis to develop as it did. They
always pinned their hopes on the European electio
June, in which they expected to benefit from thelr:
association with larger fraternal parties in the
Community. Conversely, their local election re :
in Italy last autumn had not confirmed the upwar” 1
that was apparent in the middle of last year.
circumstances it was thought likely - indeed @
put to me in January by Andreotti's diplomatic
who was no doubt reflecting his master's views —
the Socialist Party secretary, Craxi, might be wil
to move some way from the Communists in Parliamer
order to avoid facing national elections before 1
Buropean ones. As things turned out, the Soci
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did have it in their power to keep the fifth Andre:
government in office with their abstentions, at lea:
until after the European elections. But, as so of
happens with the Italian Socialists, they proved to
disunited, when it came to the point, to be able to
distance themselves even that small amount from the
Communists. They thus ended up by getting the wor
of both worlds: the Communists, who see the Sociali
as serious potential rivals on the left, have been
| allowed to out-manoeuvre them by provoking election
| and the elections, it turns out, are to be a week
the European ones (owing to last-minute technical
difficulties, which the government ought perhaps to
have foreseen, about holding them both together) wh
is the one solution the Socialists were seeking to .
avoid. The Socialists are thus going into the
campalign in some disarray. Craxi has made 1t clea
that his party will not fight an election campaign
based on Communist demands to enter the governmen
(though they would not oppose this), but on the
assertion of an independent third force role for
Soclalists. At the same time he has launched a
attack on Andreotti for his "bad faith'" over the
of the elections. This perhaps augurs badly for
prospects of a future alliance between Christian
Democrats and the Socialists, which in the long &
given the present parliamentary arithmetic, is pr
the only way of giving Italy a government with a sf
non-Communist majority. :

The fourth Andreotti Government's record

O One of the claims made when the fourth Andre
government took office was that the structure of
/major
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This claim was not really fulfilled; in spite of the
consensus which was supposed to be achieved on draft
legislation between the parties, argument and amendm
did not noticeably diminish while the legislation was
actually before Parliament. Nevertheless, the legisl
record of the fourth Andreotti government was not a ba
I one by Italian standards. On the political side, O

| long-standing (and, for the Christian Democrats, divis
measure which has at last been passed, is a bill to
legalise abortion. On the economic side, a number o
measures were passed, though some of them, like Ghe
legislation on fair rents and on the finanecial restr
ing of industry, are doubtfully workable. Import
legislation was passed on the establishment of a nationsa
health service (though no one appears to know how much
it is likely to cost) and on housing construction.
Perhaps most important of all, a reform of the state';
accounting system was passed in 1978 which enables tl
Treasury Minister for the first time to introduce wi
the budget a Finance Bill which cen be used as an
instrument of economic policy.

10. The fourth Andreotti government can also cla
some success in the short-term management of the ecc
The successful turnround of external accounts achi
in 1977 was conbinued in 1978, when Italy had one
piggest balance of payments surpluses in the Weste
world. The level of reserves rose consistently
the Lira, not surprisingly, was stable. On the
industrial front, the government's nerve held fairl

and although there was considerable pressure for
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expansionary policies to be adopted, policy in £
remained fairly cautious. A certain amount of
progress was made in planning industrial reconstru
and reconversion. This began to pay off towards
end of 1978 when growth begen to rise significantl
the major stimuli being the buoyancy of experts and
to a lesser extent, increases in domestic consumer.
expendl ture. Inflation remained steady ab around
| However, the public sector deficit remained high, &
this, coupled with inflows across the exchanges,
resulted in a relatively high rate of monetary eXxpal
Unemployment increased slightly in the period.

11. The government's main effort in the economic f
Was devoted to the elaboration of the three-year i
often known as the Pandolfi Plan, which was publis!
in January just before the government fell. Thi
underlined two major strategies which vere regarded
as essential if enother inflationary cycle was to
avoided: the containment of public spending, and
moderation in the growth of wage costs. On the
front, something is being achieved in 1979, thank

the Finance Bill. But legislation on structural
measures, such as the important bill on reform of
pensions, failed to reach the statute book befo
Parliament was dissolved; and there is now 1ittl
prospect of much being done until the end of th
at the earliest.

iz This postponement of economic reform is @
But it was noticeable that when the crisis erup
the Commumists made no serious atbempt to pull
year plan to pieces, and indeed did not even men
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withdrawal from the majority. Dissatisfaction with
economic management and policy of the government had

been a major cause of the last government crisich Iniu.
garly 1978; but I do not believe that this was SO th
time. There is now in fact a fairly wide consensus
general terms about what needs to be done: what 1S
lacking is agreement on specifics, since any serious

measure is likely to be painful to one party or anoth
Measures could have been teken if there had been a Wi
political consensus: but such a consensus did not €
by the end of 1978.

Christian Democrat Unease

L8 Another disquieting factor in the background
the crisis is a certaln unease within the Christian
Democrat Party. There has inevitably been a chang
of balance in the party since the death of Mo, the@
leader who seemed to be able o pull the party toge

behind a policy of conbaining the Communists by
collaborating with them while 1imiting concessions
the minimum. His successor as President of the
Christian Democrab National Council is Piccoli, th
of the party's powerful centre-right faction, who

noped to be given the mandate to form a government
instead of Andreotti, after the failure of La Ma
attempt in March. (Indeed, he had already begun
negobiations with the Socialists to try to secure
support in such an eventuality.) The Party Secret
Zaccagnini, remains loyal, as he always has been,

Moro line, but he 1s now flanked by the Vice-Secret
the former Industry Minister, Donat-Cattin, who
for his trenchant anti-Communist views. The ne
has been a marked swing to the right in the party
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accompanied unfortunately by some personal rivalry
dissension. The party leaders are now making an e
to close ranks during the election campaign, on the
basis of rejection of any government coalition with
Communists, while remaining open to the possibility
various parliamentary majority arrangements and in
particular on the look-out for a deal with the Socia
However, they are going into elections this time wi
any very strong rallying point - unlike 1976 when thi
was a real danger that the Communists might overtake
them, and there is consequently some risk that they
might fight a rather fragmented and inconsistent
campaign. Even if, as most people expect, they m:
to galn a few points in the elections their disunit

may complicate their choice of a government thereafter

bl Where does all this leave Andreotti? By all ?
he ought to be riding high. He has remained Prime
Minister during the period of a whole legislature, ]
albeit a curtailed one (the only other post-war Ital
Prime Minister to do so was De Gasperi who was in o
throughout the 1948-53 legislature). Andreotti has
been indisputably the dominant political figure of
last three years, particularly after Moro's death,
has presided over governments which have done
unexpectedly well. He is now in charge of a caretal
government managing the elections; this is always saie
in Italy to count as some advantage to the shapin,
the government which follows. (Andreotti himself
managed the 1972 elections and then formed the su
government.) He clearly wants to head the next

government and he is a master tactician who will

up easily.
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a5, Yet, despite all this, one now senses a fee
particularly in his own party, that it is time Andr
went. There is an increasing amount of gossip abo
financial scandals with which his name - or at any
of his henchmen - are said to be associabed. His il
has also been tarnished recently by his apparent ini
reluctance to intervene in support for the Bamk of I
in its recent troubles with the magistrature. It is
alleged that Andreotti's relations with the Bank of
are strained partly because their investigations hav
brought them uncomfortably close to matters in whiel
his entourage is involved. This sort of gossip is
course not unusual in Italian politics; so long as ;J
Andreotti remains in office it is not likely to hur
him very much, and it may be significant that the
Communists with whom he has enjoyed a relatively smo
working relationship have not so far made personal
attacks on him. But there are several potential
successors walting in the wings, notably Piccoli anc
the Foreign Minister, Forlani, and even perhaps Foi
political mentor, the veteran President of the Sen:
Fanfani (who headed the first centre-left governme:
with Social Democrat membership and Socialist suppc
in 1960), though many feel that this old war-horse
unlikely to stage a political comeback. None off
three leaders is particularly well disposed to And
and all can be relied on to exploit the post-elec
situation to their own advantage, particularly if
opportunity of some kind of deal with the Sociall

emerges. In such circumstances Andreotti might

first be invited to form a government after the
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5
but it would not be altogether surprising if the mant
were soon passed to someone else. But to specula e

2 X .
even this far, is a dangerous matter in a country v

24 hours is a long time in politiecs.
Conclue\on.
6 The Communists torpedoed the political conse

on which the recent Andreotti governments depended.
| They didso primerily for internal reasons: they kn
that there is little immediate prospect of inclusior
in government. Most people expect them to lose a
points in the elections and the Christian Democrats
to win a few; but this in itself will not make it e
to £ind a stable government formula. Unless the
elechbions bring significent changes either in the
composition of Parliament or in the attitude of pa
the Christian Democrats will need to rely either on
elements on the extreme right, which is doubtless
unthinkable (as is a coalition of left wing parties
excluding the Christian Democrats) or on the Socl
Alas, the latter have not yet lived up to the pror
of their 1978 Congress in Turin, and seemed on 0C
over past weeks to have been as mesmerised by the
Communist big brother as in the past. One must h
that they will pull themselves together over the
few weeks. Meanwhile, there is someddanger th )
political deadlock will continue after the elec
that the return of the Communists to opposition
provoke, even indirectly, a deterioration inSEe
with the Trades Unions at a time when the econo
outlook is, at Dbest, mixed. Meanwhile, the Com
who despite a certaln setback since 1976 - and
should not be underrated - are not necessarily
retreat, can be counted on to exploit any situat
Jitii
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offered to spread the message that Italy cannot
governed without them. So one would be bound to
the immediate prospects with some disquiet were i
for the fact that Italian political ingenuity is
boundless, and that Italian politicians, not exce
the Communists, have been notable, since the War, f
their extreme caution and reluctance to provoke dra
breaks with the past.

il s I am sending copies of this despatch to Her |
Representatives in other EEC capitals, Washington a
Moscow; to the UK Permanent Representatives to the =
European Communities and NATO; and to Her Majesty'S"
Minister to the Holy See.

I8 am S i
Yours faithfully,

fe g
(A M
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