The Italian Financial System Remodelled

The Italian Financial
System Remodelled
Pierluigi Ciocca

© Pierluigi Ciocca 2005
Softcover reprint of the hardcover 1st edition 2005 978-1-4039-3479-6
All rights reserved. No reproduction, copy or transmission of this
publication may be made without written permission.
No paragraph of this publication may be reproduced, copied or transmitted
save with written permission or in accordance with the provisions of the
Copyright, Designs and Patents Act 1988, or under the terms of any licence
permitting limited copying issued by the Copyright Licensing Agency,
90 Tottenham Court Road, London W1T 4LP.
Any person who does any unauthorized act in relation to this publication
may be liable to criminal prosecution and civil claims for damages.
The author has asserted his right to be identified
as the author of this work in accordance with the Copyright,
Designs and Patents Act 1988.
The original Italian edition of this book, La nuova finanza in Italia:
Una difficile metamorfosi (1980–2000) was published in 2000
by Bollati Boringhieri editore srl., Corso Vittorio Emanuele II,86 Torino
This English-language edition published 2005 by
PALGRAVE MACMILLAN
Houndmills, Basingstoke, Hampshire RG21 6XS and
175 Fifth Avenue, New York, N.Y. 10010
Companies and representatives throughout the world
PALGRAVE MACMILLAN is the global academic imprint of the Palgrave
Macmillan division of St. Martin’s Press, LLC and of Palgrave Macmillan Ltd.
Macmillan® is a registered trademark in the United States, United Kingdom
and other countries. Palgrave is a registered trademark in the European
Union and other countries.

ISBN 978-1-349-51736-7
ISBN 978-0-230-00592-1 (eBook)
DOI 10.1057/9780230005921
This book is printed on paper suitable for recycling and made from fully
managed and sustained forest sources.
A catalogue record for this book is available from the British Library.
Library of Congress Cataloging-in-Publication Data
Ciocca, Pierluigi, 1941–
The Italian financial system remodelled / Pierluigi Ciocca.
p. cm.
Includes bibliographical references (p. ) and index.
1. Finance—Italy. 2. Financial institutions—Italy. I. Title.
HG186.I8C562 2004
332′.0945—dc22
10
9
8
7
6
5
4
3
2
1
14 13 12 11 10 09 08 07 06 05

2004054297

‘Italy will be able to overcome this crisis . . . only if the fundamental rules
governing its mixed economy are subjected to fresh, systematic scrutiny . . . if
wisdom is exercised in both the economic and legal fields.’
—Paolo Baffi, The Governor’s Concluding Remarks
to the Annual Meeting of the Bank of Italy,
Banca d’Italia, 31 May 1979
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Preface
The events and prospects associated with the banking and financial sector in Italy can be summed up in just a few propositions.
Towards the end of the twentieth century the financial system built
by Alberto Beneduce and Donato Menichella – for almost half a century
the undisputed heritage of the Great Depression and its repercussions
on Italy’s economy – was replaced by a profoundly different one. Apart
from the underdevelopment of pension funds – a serious shortcoming –
the new system is similar in structure to those prevailing on the international scene (Chapter 1).
Legislation, taxation, supervision, the promotion of competition
– economic and institutional policy – fostered that change. They now
constitute a fitting framework for the financial sector, certainly one that
does not differ from those of the other advanced market economies
(Chapters 2–6).
Both the scope of operations and the performance of the financial
industry have improved. Banks have progressed in volume of business,
productivity and service prices. There has also been progress in the
structure, breadth and efficiency of the markets. The principal weakness
is per capita labour costs, which are too high. Banking groups of world size
and standard struggle to make headway. There is room for improvement
in the quality and availability of certain services. External, ‘environmental’
costs continue to weigh on Italian banks, putting them at a disadvantage
in the international arena (Chapter 7).
The stagnation of the economy in the 1990s – one of the most disappointing decades for income growth since 1861 – cannot be blamed
on the banking and financial sector, which was overcoming its inadequacies. Its causes lie elsewhere, in the ‘real’ economy, and are buried
much deeper. Rather, the economic stagnation had adverse consequences
for financial development (Chapter 8).
The banking and financial sector contributes, and could contribute
more, to overcoming the contradiction that has characterized the Italian
economy in recent years: although it is now better governed it is not
growing as it could. The value of that contribution will depend on further
economic and institutional policy measures. Even more, perhaps, it will
depend on market operators: above all on bankers and financiers, but
also on the ability of households and businesses to fully exploit – as
xi
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they have failed to do so far – the potential of the instruments offered
now and in the future by the financial system, in competition with
international finance (Chapters 9–10).
These propositions, or theses, are developed on the separate and joint
levels of law and economics in the pages that follow. They are illustrated
by drawing on institutional elements, data and calculations based on
sources found in the Bank of Italy’s publications, culled painstakingly
by many colleagues at the Bank, to whom the author, who has been
a manager at the Bank since 1979, gives more than merely formal
thanks.1 The opinions contained in the book, however, are those of the
author alone. They do not necessarily reflect the official position of the
Bank.
This book follows on from two others written some years earlier.2 At
the start of the transformation that has now been completed, Interesse
e Profitto (Interest and Profit) retraced its historical roots, emphasized its
necessity, and examined the course it would probably take. Half way
through the process, Banca, Finanza, Mercato (Banking, Finance, the
Market) took stock of what had been achieved, denounced the delays,
and called for improvements with a view to the introduction of the single
European currency.

The English version of this book is the translation of the Italian text of
2000 exactly as it was published. Readers should note that ‘today’ – and
the latest statistics and institutional arrangements – refer to 1999–2000.
In the last four years the structure of the Italian financial system has not
changed significantly. The radical transformation accomplished
between 1980 and 2000 described here created a new and stable order;
the adaptations being made – with regard to taxation, for example – and
those that are foreseeable amount to a gradual evolution at the margin,
with one exception: supervision. In 2004 a discussion began on Italy’s
supervisory authorities that has also involved the country’s political forces
and Parliament. The debate is far from over and it is difficult to predict
when or how it will end.
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