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Business and Politics : The Italian Case

Jonathan Hopkin

Introduction

The intertwining of business and politics, and the conflicts of interests it provokes, is an
issue of concern in all democracies. Rarely, however, is this conflict of interests as dramatic as in
the case of contemporary Italy, where one of the country’s most prominent businessmen, Silvio
Berlusconi, has formed a political party, won elections and occupied the Prime Minister’s office.
Berlusconi’s extensive media interests have led to concerns about the fairness of electoral
politics, whilst the numerous judicial investigations into his activities, and Berlusconi’s
determination to curb the power of investigating judges, create a further democratic dilemma for
Italians. The current situation appears alarming and anomalous, but the intervention of business
interests in political decision-making is nothing new in Italy, and indeed Berlusconi’s arrival on
the political scene can only be properly understood by reference to the system of partitocrazia or
‘rule of the parties’ which preceded it. This paper will briefly show how the particular Italian mix
of business and politics laid the foundations for the country’s present predicament, and will
assess the implications for Italian democracy of the Berlusconi phenomenon.

Partitocrazia, Corruption and the Italian Political Economy

Whilst postwar Italy is well known as a textbook example of government instability and
polarised pluralism, it is less widely understood that until 1992 the Italian political system was
characterised by a high degree of continuity in government personnel, and a substantial, if
punctuated, continuity in patterns of policymaking. The Christian Democrats (DC) were the
principal party in every postwar government until 1993, and despite the presence of a significant
progressive Social Christian element within the party, its dominance of the centre-right political
space made it the obvious political reference point for Italian business interests. The DC’s initial
social mobilisation was centred more strongly on the Catholic Church and its lay organisations,
but it also had close ties to the private business sector, organised into the employers’ peak
association Confindustria. These ties remained throughout the party’s existence, although they
were weakened in the 1950s, as the party began to institutionalise and acquire greater
organisational autonomy. The DC’s consolidation allowed it to negotiate with Italian business
from a position of strength as the main governing party, and the only feasible bulwark against
Italy’s powerful Communist Party (PCI).

From the 1950s on the DC gained a direct foothold in economic life. The strategy for
strengthening the party organisation centred on a growth in state interventionism, and in
particular the expansion in the political control of industrial activity through state holdings. State
holding companies became key party resources which were used to finance party organisational
activities, by providing cash directly and employing party supporters. Added to the legacy of
Fascist state interventionism, the DC’s strategy of occupazione dello stato, in which its coalition
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partners (such as the Socialists) joined enthusiastically, meant that economic life was heavily
conditioned by political dynamics. The DC in part supplanted private business by running sectors
of the economy through political channels.

The governing parties’ appetite for state resources, combined with the ideological
requirements of the post-1963 centre-left coalitions, brought about a significant expansion in both
state management of productive activity and state redistribution of income, goods and services.
Government spending grew rapidly in the 1970s and 1980s, reaching almost Scandinavian levels
in the late 1980s. Heavy use of ‘quasi-fiscal’ regulation, such as the deliberate non-
implementation of revenue policies for favoured economic groups, further enhanced politicians’
leverage over economic activity. The leverage was used to construct complex and sophisticated
clientelistic networks, through which the governing parties were able to ‘buy’ political support.
In many Christian Democrat-dominated areas, and particularly in the South, the traditional
‘notables’ clientelism was replaced by a ‘new’ clientelism based on party organisation, described
by Sidney Tarrow as ‘the judicious manipulation of blocs of votes through the allocation of
economic development projects from the state’ (1967: 331). The expansion of  s tate employment in
this  period was used for political purposes, with jobs in the postal service and other public
services allocated to loyal party supporters.

The governing parties also used their control over tenders for public works to extract bribes
from private companies in a systematic manner. In turn, private companies keen to get their
hands on lucrative state contracts (whose costings often effectively reimbursed companies for
their bribes, at the Treasury’s expense) were only too willing to enter into such a relationship.
This form of illicit financing exploded in the 1980s, as the DC’s electoral decline increased levels
of political competition between the parties, who responded with increasingly profligate
campaign spending. The fiscal shortfalls resulting from this situation were met by public
borrowing, with Italy’s national debt rocketing to over 100% of GDP. In short, in Italy’s
partitocrazia centre-right political parties and private business interests had anything but an
‘arms length’ relationship. Big business interests, caught up in a web of corruption and
complicity, were slow to react politically to this economically unsustainable situation.

The subsequent political success of Silvio Berlusconi must be understood in terms of two
contrasting consequences of the political economy of the ‘First Republic’ – the period of
Christian Democrat domination which ended in 1993-4. First, the politicisation of economic life,
and in particular the absence of what might be called a ‘culture’ of the market economy, allowed
the accumulation of disproportionate economic power by well-connected individuals and groups.
A credible antitrust authority, for example, was only established in the 1990s. Economic empires
such as the Agnelli family (owners of FIAT), Mediobanca (the only significant source of venture
capital until the 1990s) and Berlusconi’s Fininvest corporation, rested heavily on political
‘protection’. Berlusconi’s political sponsor, Socialist Bettino Craxi, was able to exploit the DC’s
electoral decline to enhance the governing role of the Socialists in the 1980s. In exchange for
favourable news coverage, Craxi provided Berlusconi with political backing for his illegal
creation of three private nationwide television channels, which were subsequently legalised by a
Socialist-sponsored law (the legge Mammì). The resulting monopoly of private broadcasting
enjoyed by Berlusconi, in the absence of any serious regulatory authority, became a powerful
political tool without equal in any other western democracy.
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Second, the damaging long term consequences of the ‘First Republic’ system provoked a
powerful antiparty reaction which destroyed both the Christian Democrat and Socialist parties
(Daniels 1999). The extensive corruption at the heart of the government system, and the
economic mismanagement that underpinned it, became unsustainable (della Porta 1995, 1997).
The Maastricht Treaty established a strict monetary and fiscal regime for entry into the Euro at a
time when Italy’s annual deficits were running at over 10% of GDP. Simultaneously, judges in
Milan and elsewhere had begun uncovering the web of corrupt deals which sustained the finances
of the main political parties, resulting in the indictment of dozens of leading politicians (the mani
pulite investigations) (Waters 1994). A mood for political change was created which the
established parties were unable to meet, creating an opportunity for rival political forces.
Berlusconi, whose political backing had collapsed at a time when his corporation was facing a
debt crisis (M cCarthy 1996), intervened to fill the gap left by the old Christian Democrat-Socialist
coalition, presenting himself as a ‘new’ political alternative capable of reforming the corrupt and
inefficient ‘First Republic’ system.

Forza Italia : The Corporation as Party

Forza Italia (FI) was created by Berlusconi to contest the elections of March 1994. Although
work was already under way before Berlusconi officially announced his candidacy two months
before the elections, the organisational task of constituting a new political force ready to contest
elections took less than a year. In spite of this, FI polled the most votes of any party in the
election (21%), and the electoral coalition it formed with two other relatively new political
formations, the Northern League and National Alliance (AN), won a parliamentary majority. This
extraordinary success was due to the political vacuum left by the collapse of the old order, and
the peculiar features of FI as a political movement.

In 1992-3 the old DC-dominated order collapsed (Morlino 1996). Submerged by a wave of
judicial investigations, the DC and Socialists suffered a series of electoral humiliations at the
regional and local level. The left-wing opposition, led by the former Communists of the PDS
(Left Democrats), were the main beneficiaries. Under the new majoritarian electoral rules
established in 1993, subsequent elections appeared likely to produce a victory for a left-wing
coalition which had poor relations with the business world in general, and Berlusconi’s economic
empire in particular. In the absence of any viable conservative force, Berlusconi decided to stand
himself under the banner of Forza Italia.

FI was established as the political arm of Berlusconi’s Fininvest corporation, a holding
company with interests in television, radio, newspapers, publishing, marketing and advertising,
sport, insurance and financial services. In a sense, therefore, it bore little resemblance to a
political party. Two of Berlusconi’s companies, Publitalia and Programma Italia, were seconded
to political activity for a period of months in order to establish a campaigning organisation
throughout the national territory and choose candidates to stand for election. Fininvest regional
managers become regional coordinators of the new party. Another Fininvest company, Diakron,
was devoted to political marketing: finding out through extensive market research (opinion polls)
which kind of political message would be popular, and developing a marketing strategy to win
votes. Although a more traditional party structure – in the form of the so-called ‘Forza Italia
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Clubs’ – was developed, this structure was superficial and had no formal rule in party decision-
making. The role of a mass membership in the 1994 election campaign was insignificant.

Instead, FI’s campaigning strength rested on its access to marketing expertise, and the almost
limitless propaganda potential of three successful nationwide television channels (Farr ell 1995:
42). The absence of any real regulation of political advertising allowed Berlusconi to run large
numbers of campaign broadcasts (spot) at minimal cost. Eighty per cent of FI' s adver tis ements in
the 1994 campaign w ere broadcast on F ininves t channels , ens uring that campaign spending ( its elf
largely f inanced by Fininvest) r eturned to F ininvest's  coff ers . Natur ally, Berlusconi used his 
influence over  his employees to ensur e that new s bulletins wer e manipulated in FI' s favour to an
extent unprecedented in a w es ter n democracy. More opaque techniques , such as recruiting television
celebrities to 'plug' the par ty inappropriately during their transmis sions , w er e als o employed: in
1994, even I taly' s ver sion of  the 'Wheel of For tune'  w as us ed to pers uade viewers to vote for FI.
Thes e ' moder n'  means of reaching the voting public r eplaced the mor e 'tr aditional'  activist- based
campaigning work characteristic of  mass  parties  w ith ideologically- motivated members hips
(S eisselberg 1996). The par ty’s campaign w as  heavily pers onalised around the figur e of Berlusconi,
and the other candidates , almost all of  whom were new to elector al politics, kept a low  prof ile. This
strategy was  extr aordinary success ful, and w ithin three months  of f or mally entering the political
ar ena, Berlusconi w as Pr ime M inister.

In the subsequent period FI  has become mor e similar to a tr aditional political par ty. A lthough
Berlusconi’s  original intention was to maintain F I as a partito legger o ( ‘light’  party) without a
terr itorial appar atus or  mass  members hip, a ser ies of dis appointing r esults in local and regional
elections , and defeat in the 1996 gener al elections, pers uaded him to cons olidate the par ty’ s
or ganis ation ( Poli 1997, 2001). This involved establis hing a mor e concrete party presence at the
local level, in order better to equip the party to f ight elections down to the local and neighbourhood
level. Party member ship increased, and the party sought mor e credible candidates f or  elector al
contests, a number of whom had been active in politics  before 1994. A s a r esult, F I has  in s ome
ar eas become a reincar nation of the local elites of the D C- Socialis t per iod, whose political
‘machines ’ had been ef fective in distributing clientelistic benefits to voter s (Sicily is  a particular ly
good example of this). H owever F I remains quite a diff erent kind of  party to its predeces sor s in the
centre- right political s pace, and this dis tinctiveness  has clear  implications  f or the r elationship
betw een business inter es ts and the party s ys tem.

Bu sines s in Polit ics: Th e Policy I mplication s

The presence of a party such as FI  at the heart of government poses  a number of  pr oblems. For
all FI is  no longer  simply the political arm of  a busines s cor poration, the interests of Fininves t, and
of  cour se Berlusconi himself, loom large in FI’ s str ategic concerns . Of cours e, this  is  not a problem
unique to FI  or indeed to I talian politics . As party member ship has  declined and the cohesiveness  of
party electorates  has been weakened, parties  of  both left and right have been placed under
or ganis ational pr es sur e. With incr eas ingly volatile elector ates, elections  have become more
competitive, at the same time as  party organisations , lacking the r es erves  of  voluntary activism of 
the pas t, have become less able to meet such challenges. The mos t obvious res ponse to a decline in
activis m is to us e capital- intensive, media- oriented s trategies, yet such str ategies  cr eate yet a f urther
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pr oblem: media-or iented campaigning is expensive, and par ties have fewer  and fewer  paying
members  to help meet these costs . How  parties r es olve these dilemmas has  importance implications
for the policy pr ocess .

One way of meeting the s hor tf all is f or  parties  to s olicit donations from wealthy supporters .
Such donations , how ever, ar e not always  given lightly, and dependence on this  s our ce of  f inancing
is  likely to mean that parties w ill s pend much of  their time def ending the interes ts  of  their donor s,
poss ibly at the expens e of their  electorates . P ar ty politics in the U S, and to a les ser  extent Br itain,
appears  to r ef lect such a s cenar io. A  s econd way of gener ating f unds is for par ty leaders  to use their 
control over  the public administration to solicit br ibes fr om individuals and companies ; for  example
by r eques ting ‘commiss ions’  in exchange for dir ecting lucrative public w or ks contr acts to particular
companies . This par ticular technique has been w idely used in s ome governing par ties in western
Europe, most notably in Italy, but also in F rance, G er many, and Spain. H er e, parties  ar e les s
cons trained in policy terms , but the costs  of this kind of cor ruption, both economic and political, ar e
significant.

The cas e of FI  appears  to s ugges t a third alter native. In this  s cenar io, r ather  than parties  s eeking
corporate backing, the corpor ation itself sustains the party. This implies  that the cor porations’ 
interes ts  must come firs t, but that afterw ar ds policy is likely to be relatively les s constr ained by the
need to r espond to other  corporations , or indeed by the need to ‘sell’ administrative decisions. This
allows the ‘ busines s f ir m par ty’  ( Hopkin and Paolucci 1999)  to develop populist pr ogrammes w hich
respond to electoral demands, pr ovided these demands  do not conf lict with the corpor ations’
interes ts . A lthough FI  has become mor e of a par ty in the tr aditional sense, w ith an increasingly
institutionalised and ar ticulated str uctur ed and some for m of mass members hip ( Poli 2001) , these
or ganis ational developments  have not by any means  cancelled out the party’ s origins as a political
repr esentative of  F ininvest and Berlusconi. Ber lusconi is  s till fir mly in contr ol of  the par ty
or ganis ation and its s tatutes  ar e pos sibly the most centr alised of any Eur opean political party ( see
Poli 2001: Chs .6- 8) . Bes ide s tate subventions, the par ty’ s main source of financial res ources (in cash
and in kind)  r emains F ininves t ( see P oli 2001: 275-6).

How does this aff ect F I’ s r ole in the policy pr ocess ? As Michael Laver has  ar gued, political
entr epr eneur s who use pr ivate resources  to s ustain their candidacy 'are making a private inves tment
in the potential benef its of futur e incumbency'  ( 1997: 80). Berlusconi and Fininvest had pow er ful
pr ivate incentives for  making this  contribution to I talian par ty politics. The anomalous dis tr ibution
of  I talian media ow ner ship fr om which Berlus coni benef ited was  made poss ible by the political
support of P SI  leader Cr axi, and the main oppos ition party, the Democratic Left had long argued f or 
regulator y changes which would f or ce Berlusconi to s ell s ome of his  interests . The collapse of  the
DC and PS I made the Democratic Lef t the likely winners  of  the 1994 election, and the cr eation of
Forza I talia w as a successf ul reaction to this threat. More worr ingly, s ince 1994 FI  has revealed itself 
on a number of  occasions  to be above all a vehicle f or  the def ence of  its leader's  pers onal and
busines s inter ests. Since its  cr eation, FI  has adopted positions  on issues  such as  broadcasting
regulation, the organisation of the I talian jus tice system and pens ions refor m which appear closely to
reflect the pr ivate interes ts  of  Berlus coni and F ininvest.

The mos t obvious example of  this  is the failure s ince 1994 to refor m Italy's anomalous
televis ion mar ket. The attempt by the Left D emocr at leader D’A lema to agree constitutional r ef orms
with FI  during 1997-8 was exploited by Ber lusconi to extr act a promis e that the left would leave his



Jonathan Hopkin — Business and Politics : The Italian Case 6

televis ion interests intact ( Buf acchi and Burgess  2001: xi) . N ow  that FI  is s af ely installed in
government once again, this  extr aordinary televis ual monopoly, in w hich Berlusconi owns  the three
largest private channels  and as Pr ime M inister directly inf luences the management of  its state-run
rivals, can be cons olidated to the financial advantage of  F ininvest. The business inter es ts of 
Fininvest have also been further ed in other ways by Berlusconi’s  adventures in politics . Dur ing his 
br ief tenure as P rime Minis ter in 1994, a law ( legge T remonti) was pas sed to provide tax r elief  to
companies  investing a larger amount in 1994- 5 than in the f ive previous tax years. M edias et,
Berlusconi’s  television conglomerate, had no real activity and invested pr actically nothing in the
1989-93 period. A fter then, all of  Berlusconi’s  television inter ests wer e moved fr om Fininvest into
Mediaset, and the media products  ( films  and progr ammes  etc)  tr ansferr ed were gr anted the tax r elief 
envisaged in the legge T remonti. Given that the pr oducts w er e lar gely old material, and therefore
hardly ‘investment’ , a circular fr om the minister  Tr emonti detailing the implementation of the law
was required in order for M edias et to qualif y f or  the exemption. The benef it to Mediaset was  181
billion lire ( 93500000 euro) (see Veltr i and Tr avaglio 2001: Ch.4).

FI  has also dedicated gr eat ener gy to defending the personal interests of Ber lusconi, and in
particular to hindering judicial investigations  on his  af fairs  and those of F ininves t. In the las t decade,
Berlusconi has  been implicated dir ectly in 14 dif fer ent trials , and indirectly in high pr ofile tr ials of 
as sociates. Not s ur prisingly, FI  has spear headed press ure to cur tail magis trates' power s and draw  up
some kind of  amnesty f or  corr uption off ences  uncover ed by the Mani pulite investigations. The f ir st
Berlusconi government tr ied and failed to pass a decree ( the decr eto Biondi) which w ould have
es tablished an amnesty f or individuals accus ed of  involvement in corr upt party financing. The
campaign against the magistrates  at the forefront of  Mani pulite continued thr oughout FI ’s period of
opposition ( 1995- 2001) , but on its  return to government in 2001, the Ber lusconi government acted
quickly on a number  of  f ronts  relating to his judicial pr oblems. Firs t, the r ef orm of company law 
which had been piloted by the pr evious centr e-lef t A mato gover nment w as modif ied by the new
legislature in such a way as to ef fectively decriminalise the of fence of  f als e accounting. This change,
pushed through by F I par liamentarians  w ho were also legal r epr es entatives of Berlusconi outs ide
parliament, meant that two of  the Prime Minister’ s convictions  f or false accounting became s tatute- 
barr ed. S econd, a f urther legislative meas ur e, again draf ted by Ber lusconi’s lawyers , introduced
more demanding requirements  f or evidence f rom S witzerland to be accepted in I talian courts; this
meas ure undermined the pros ecution case in a further  trial in which Berlus coni was  involved. M ost
recently, Berlusconi’s  minister for J us tice Cas telli intervened to remove a prosecuting magistrate
fr om a tr ial of his  as sociate Cesare Pr eviti. The government is at pr esent pr eparing a br oad-r anging
judicial ref or m, with the expres s intention of limiting the powers of  pr os ecuting magis tr ates.

Conclus ion

Even af ter little over  a year  in office, Ber lus coni’ s two governments  have pr ovided ample
evidence of the extent to w hich corporate spons or ship of a political par ty can inf luence public policy
to the obvious  advantage of  the corporation. The involvement of Ber lusconi and Fininves t off er 
support to M ichael Laver ’s suggestion that political entr epreneurship can be under stood as an
investment made by entrepreneurs  in the hope of  achieving s ome meas ur able ‘return’ . As one of
Italian’s  most powerful bus iness men and the subject of  a number of judicial enquir ies, Berlusconi
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appears  already to have enjoyed substantial retur ns on his inves tment in politics. The financial
fortunes of Fininvest have substantially improved since 1994, although it is difficult to es tablish the
extent to which Ber lus coni’ s political activity is r es ponsible f or this. M uch clearer and more
meas urable is Ber lusconi’s us e of ins titutional power to under mine judicial proceedings  agains t him
and his  associates. In any case, Forz a I talia underlines the contradictions and dangers  inherent in the
clos e intertwining of busines s interests and political decision- making. It may be an extr eme, and up
to now unique, example, but the ‘conf lict of  interes ts ’ w hich has undermined Italian democracy
since 1994 is present to a less obvious  extent many other  democr acies .

Jonathan Hopkin
University of Birmingham
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