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1. Issuesand research questions

This paper deals with the history of foreign direatestments (FDISs) in the
Italian manufacturing industry during the first ébrquarters of the Twentieth
century. The period from the eve of WWI to the g&éventies coincides with the
transformation of the economic structure of a counthich, despite starting from
a peripheral position, became one of the most ashthnn the world. In this
framework, a comprehensive reconstruction of th&ohical evolution of the
presence of foreign capital should contribute teswaring some questions
concerning the “external” contribution to the cancjup process.

This chapter is organized as follows. The next graah will provide the
background of the research, briefly introducing da¢aset on which the study has
been built. In the following paragraph the emergavidence will be discussed in
light of the available literature and researchthia final paragraph some — even if

far from definitive — conclusions are drawn.

2. Background

In an international comparison among her EU pastrély today ranks far
behind in terms of foreign capital penetration,retleough the overall trend seems
to be beyond any doubt one of steady growth. Ticaditly, many (more or less)
“structural” explanations have been put forwardtoount for the scarce presence
of foreign capital in Italy, among which a pervasistate intervention, the peculiar
structure of the Italian manufacturing sector —nmtyabased upon labour intensive
industries - and the high degree of fragmentatibtocal consumption markets.
Furthermore, the public opinion showed an exphastility towards foreign firms

during the whole century resulting in an increasg&hat Dunning termed “cost of



foreigness”, given also the a relatively ineffidielegislation about foreign
investments up to the second half of the 1950s.

Unfortunately, for the first half of the 20th centuofficial statistics do not
provide reliable data on stocks and flows of faneigvestments. The Ufficio
Italiano Cambi (Bureau of Currency Exchanges, Bahltaly) started to collect
data about the inflows and outflows of foreign talgi only in 1947. However, up
to the Sixties, this data is scarcely reliable g@nactically useless. There is no
distinction between direct and portfolio investnserdebts and loans, making it
virtually impossible to detect an even approxintegéad in FDIs, at least up to the
Seventies. In this paper, flows and stocks are opdytially taken into
consideration as relevant, given the difficulties their measurement in an
historical perspective.

This paper is based on a different approach, neéhe reconstruction of the
general trends through the collection of detailefbrimation at the level of the
single company. For this purpose, a new databa®Mf in Italy has been built in
the course of a research project jointly fundedtly Italian Ministry of the
University and Scientific Research and by Bocconividrsity, which provided an
additional grant to complete the researdie database originated (up to now)
seven datasets, each one coinciding with a benéhyear. The structure of the
database and the methodology of data collectiexpéained in higher detail in the
Appendix. The main source of data is the datald$€A.db, the digital version of
a serial source made up of a collection of pubtish@lumes edited from 1908 to
1926 by the Credito Italiano and from 1928 onwdrgshe "Associazione fra le
societa italiane per azioni" (Asipa), the Assooatiof Italian Joint Stock
Companies. This source includes all the joint stooipanies based in Italy that
had company capital in their last balance shedtdnithan a given threshold fixed
at different levels in different years.

The datasets provide information on an increasimgyer of companies
with a significant presence of foreign capitalshswn in the following table. It is
interesting to note that, notwithstanding the iase2in the number of companies
present in the IMITA database (and with the exaeptf 1913, for which the data
are partially biased), the percentage of foreigntmlled companies remains more
or less constant — around 5-6% of the IMITA’s p@piain until the Sixties when

the ratio of foreign-controlled companies to thealtgtarted to rise again.



Table 1. Foreign Controlled Companies as % of k@A Universe

Benchmark N of foreign Companies in (@)/(b) Share Capital
controlled IMITA foreign-
companies (b) owned/Total
considered Share Capital of

(a) the universe
1913 164 1242 13.20 19.1
1921 184 3080 5.97 8.7
1927 248 4476 5.54 12.6
1936 233 4243 5.49 8.0
1952 328 6180 5.31 9.2
1960 522 6271 8.19 9.6
1972 687 11783 5.87 12.9

As far as the share capital is considered, aftdi31ihe average settles
around one-tenth, also during the period of stegrdwth of the Sixties. At the
beginning of the Seventies, the incidence of faraigntrolled capital in the total
rises again.

3. Before WW

Background

On the eve of WWI, Francesco Saverio Nitti wroteirmportant pamphlet
titled Il capitale straniero in Italia (Naples 1915) in which he pointed out the
strategic role played by foreign investments in tpeocess of Italian
industrialization. According to the influential s#gaman, these investments (under
the form of credits, loans, direct and portfoliwestments) had fuelled the process
of economic growth of the country both in capitalensive industries and labour
intensive industries (e.g. in textiles). The infiee of foreign capital was so
preponderant that one had reason to worry aboutddpendence of the Italian
industrial apparatus on foreigners.

Nitti aggressively pointed out the pervasive preseof foreign controlled

firms in all the most relevant (strategic) indusstifrom utilities to transports, from



energy to siderurgy and specialised mechanicsi'\jgerception is confirmed by
available historical research (Gille 1968; Dumoul889)

In her seminal book on the Italian industrializatjgrocess prior to the First
World War (Zamagni 1978), Vera Zamagni stresses pbevasiveness of the
foreign (particularly German and Swiss) presenceoragnthe capital and
technology intensive industries, such as elecyriaitd electro-mechanics. Peter
Hertner (Hertner 1984) focuses on German investnentthe eve of the war in
finance, services, transportation and manufacturouncluding that up to the
outbreak of the conflict the German presence in Ifadian economy was
pervasive.

At present, much less information is available dbamther countries and
industries. However, some evidence is availablenftd.S. sources about several
industries (see for instance US. Senate 1946; B89&). In the first volume of her
comprehensive account of the internationalisatiod.8. business (Wilkins 1970),
Mira Wilkins provides precious information abouetiubsidiaries of U.S. firms in
Italy before the First World War. Yet Mira Wilking€xtensive research collects
data on U.S. investments in Italy in a non-syst@nmagnner relying basically on
internal and secondary sources and does not proautatabase or list of the
investments. Our knowledge of British investmenmtdtaly at the eve of WWI is
episodic as well, with the noticeable exceptioradéw single case studies (Bova
1987), while the same can be said for another may@stor in the Peninsula, i.e.

France.

Evidence from the database

1913 is the only benchmark provided by the datalfasethe period
preceding WWI, and concludes a period of a relftitggh degree of openness of
the international economic system, as well as thBah economy, to foreign
capital.

Upon closer examination of the sample, a numbentaeiresting features
emerge. First of all, one can note the high nundfendustries affected by the
presence of foreign capital. According to the datailable, the macro-sectors
most represented in terms of absolute frequency companies are D
(manufacturing, 34% of the companies in the sampowed by E (utilities,
basically electricity, 27%) and | (transportatior24%). Among the 57



manufacturing companies, the most represented tinelsisvere DG (chemicals,
22% of the manufacturing total), DB (textiles, 1880 DL (mechanics, 12%).

In summation, just before the war, foreign capiaded to flow to energy
and transportation and, within manufacturing, terafcals, textiles and mechanics
(in general, electro- and heavy mechanics). Inetheslustries the presence of
foreign capital was quite significant regarding tbe&al of companies and capital
invested in 1913, at least in the sample constltbiethe largest stock-companies
listed in IMITA. In at least one case, and namélgttof E (energy), the capital of
the foreign-controlled companies was nearly 50%heftotal capital of the firms
of the same sector and an outstanding 60% of thal twssets. As far as
manufacturing is concerned, in 1913 the foreigntmdled companies in textiles
accounted for 13% and 11% of the share capitaltatad assets, respectively, of
textile companies, a sector traditionally consideas truly “Italian”. In the case of
electrical equipment (DL) the same percentages 48% and nearly 50%
respectively. In chemicals the weight of foreigmirolled joint-stock companies
was about one-third in terms of capital and tosskss.

The evidence from the database seems to confirmgémeral findings
provided by the existing literature, although widome interesting, new
information. First of all, the concentration of éxgn capital tended to privilege the
capital intensive and technology intensive indestri- for instance energy and
electric machinery, chemicals and pharmaceuticalghich Italian backwardness
was more relevant, and those in which the amountapital needed made it
necessary to tap resources not immediately availabl the internal financial
market.

Besides the distribution of foreign capital acrasgdustries (which is to
some extent relatively well known), the sourcesha capital invested in Italian
industry are interesting as well.

Table 2 shows the distribution by home countryha foreign-controlled
companies in the selected benchmark. French-spgakiantries — Belgium and
France — account for nearly 44% of the total, Ssvlend another 20% and
Germany less than 17%. This is an interesting obsien, at least in absolute
terms, that shows that German capital was lessudrgty present than Belgian,

French and Swiss capital. Roughly the same comsiusan be drawn by looking at



the weight of the capital and of the total asséth® foreign-controlled companies

in the IMITA database (last two columns of table 2)

Table 2 Most relevant investments in 1913, by hamentry (selected

% foreign capital % foreign total assets

in IMITA in IMITA
Country | N (1913)| n/164 1913 1913
B 41 25,0% 28% 31%
CH 33 20,1% 19% 16%
F 31 18,9% 16% 19%

D 27 16,5% 21% 18%
USA 14 8,5% 7% 7%
UK 7 4,2% 4,6% 6,2%

As far as national specificities are concernedgiBeh and France share a
very similar model based on utilities and publangportation exhibiting a pattern
confirmed in the available literature (Dumoulin 898 The “French-speaking”
investments in utilities display another relevaetatiire, the relative under-
representation of electricity compared to gas aatewsupply. Belgium tended to
replicate the internationalization pattern of itspitals all over the European
periphery. The Italian situation at the eve of Wkplicates more or less in the
same way the Spanish, both in tramways and in wagauge railways (Martinez
Lopez 2003; Ciullo 2007).

Swiss capital seems to privilege utilities as wblif primarily electricity
(an industry characterised by a high degree ofn@dgical intensity in which
Switzerland, as well as Germany, had a consistemipetitive advantage (Graph
1)). Nonetheless, Switzerland is also considerakelyresented in the textile
industry (the DB code), in which 67% of the capitedder foreign control and
74.6% of the total assets are Swiss. One explanafithis situation is that, in the
case of Switzerland, there was a strong continuitthe investment model based
on textiles (mainly, cotton spinning and weavind)iethh took place during the
second half of the XIX century. The relevance ofisSwWFDIs in textiles, however,
introduces some methodological problems. Givensieificity of the history of
Swiss investments in ltaly - entire families of Ssvientrepreneurs not only

invested, but also immigrated to ltaly preservimgyfew formal links with their



home country at times - it is not very clear if tle Swiss capital can really be
considered truly Swiss.

Looking at the database, the German investmeneérpagiroves to not be
too different from what is described in the avdealiterature. Electricity is by and
large the most significant industry to which Gerneapital is directed, followed
by chemicals, transportation and electro-mechanics.

Graph 1. Total assets of Swiss-controlled firmsiflgystry, 1913)
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The relatively small amount of U.S. investmentsobefthe First World
War is clear (only 14 companies in the sample, tieas 10% were American) and
confirmed by the literature (Wilkins 1970). It istéresting, however, to analyse
the industries where the U.S. capital was clusteesnmercial activity (G) is the
most important, followed by electric machinery atder machinery. Furthermore,
the data verify the unquestionable role of oil4edhactivities (one third of the
U.S.—controlled firms) confirmed by the existingearch (Wilkins 1970).

Taken as a whole, the presence of foreign-conttatanpanies just before
the war was non-negligible both in absolute terms ia terms of total assets and



share capital in their respective industries. Ay tmaexpected, the technology and
capital intensive sectors prevailed among the wiastins of foreign capital with
transportation, water works, gas, and other wdgitivhich were absolutely critical

during the years of the “first Italian economic auile”.

4. Between the two wars.

Background
After the war, the “ltalianization” of firms anddnstries in which German

and Austrian capital prevailed meant that some mapbd companies in energy,
utilities, mechanics and metallurgy now becameyfulider Italian control. In any
case, there was no doubt about the enduring preseinforeign capital in many
branches of manufacturing, utilities and service@sjss, French, Belgian, British
and U.S. capital continued to be active in Italyimig the Twenties

Nonetheless, it is difficult to find evidence irethontemporary literature of
even minimal debate about the relevance and rolE0d§ during the interwar
period. From the historical point of view, the (x& available research (Bova
1989 and 1995; US Dept of Commerce 1930) shows riakyany doubt a
persistent, although declining, inflow of direcv@stments over the whole period.
The most reliable information is provided by theoughly impressionistic)
documents produced by the Constituent Assembly idmey after WWII (Del
Buttero 1948), according to which a general slowdom the FDIs inflows took
place between the two wars. In 1931 all the forespareholdings amounted to
more than one and a half billion dollars (p. 96heoquarter of which was
represented by U.S. capital invested in transportat utilities, oil and
manufacturing. According to the Census, foreignrst@avnership as a whole on
the eve of WWII privileged manufacturing over uiéds and transports, and within
manufacturing, mechanics, chemicals, pharmacesticail refining and
distribution, glass, textiles, food and drink afat but not least, mining where a
non-negligible amount of capital was concentrat@ther research completed in
the same period by the Trade Unions (CGIL 1948akisthed that 255 of the
companies with more than one million lire of shasepital were controlled by

foreign capital at the end of 1945, and among thés® companies active in



chemicals, synthetic fibres and mechanics stand Actording to the source,
British investments dominated followed by the La8d the Swiss.
The lack of reliable information and the long tiseries, however, do not

allow these data to be considered particularlydsoli

Evidence from the database

Three benchmarks are available in the databasa as the interwar period
IS concerned, i.e. 1921, 1927 and 1936. Two of themin the Twenties, before
the Great Depression, and the third gives a snapghtbe situation immediately
before World War 1.

Right after the war the number of foreign-contrdlmpanies listed in the
IMITA database rises modestly from 164 to 186. Ta¢a are quite interesting,
especially if one keeps in mind that immediatelgiathe First World War a large
number of German and Austrian investments werdidiized” as mentioned
above. In this way, growth in the absolute numbidoeign-controlled firms gains
greater significance and legitimizes the hypoth#sas, in the period of the war or
immediately after, a number of new investments tplaice in terms of acquisition
or enlargement of existing activities.

In terms of industries and sectors, investmentdilities and transportation
were still the most relevant after the war. Ulgj transportation and energy
represented around 45% of the foreign-controllechganies, as opposed to 51%
during the pre-war years, and still counted for 28Bthe capital and 30% of the
total assets of foreign-controlled firms. A “truéficrease can be detected in
manufacturing; from now on, foreign-controlled canpes in section “D” account
for more than 50% of those in the sample. In 192y twere 56% of the total, as
opposed to 35% in 1913.

The variety of the industries in which foreign dapis present seems to be
much wider with respect to the previous benchmdrkerder of relevance, textiles
were still the most represented, followed by chatsiand electric equipment,
while “new” industries started to be targeted brsefgn investments, such as non-
metallic products, metallurgy, machine tools andchizery. Textiles absorbed
nearly one-fifth of total foreign capital and asseln the case of chemicals, which

are characterised by higher capital intensity,dhmme percentages are nearly 21%



(capital) and 17% (assets), while in the case eftetal equipment, both capital

and total assets accounted for around 6% of tlaé frmeign-controlled capital.

The main industries targeted are not radicallyedént from those before

the war. However, it is important to note the deelin the number of companies

controlled by foreign capital in utilities and eger(the E and | branches), where

foreign (German) capital was more relevant — andcéesubject to more

“Italianization”. A simple number gives a clear &d®f what happened in this

industry. After the war, in the sample there weffer@ign-controlled companies in

branch E 40.10, i.e. electricity, mostly of Swisggim. Before the war, they were

not less than 30. In 1913 the total assets ofdarebntrolled electricity producers

were 22% of the total amount of foreign-controltethl assets. In 1921 the same

percentage dropped to 12%.

The transformation in the relative weight of certaidustries also meant a

general transition in the relative importance @& tlome countries.

Tab. 3. Most relevant investments in 1921, by haowntry (selected)

n/184 % foreign capital % foreign total
in IMITA (1921) assets in IMITA
Country N (1921) (1921)
= 43 23.4% 151 145
CH 39 21,2% 19,2 16.5
B 33 17.9% 15.5 16.9
USA 19 10,3% 71 8.9
UK 17 9,2% 6.2 7.0
D 7 3.8% 8.2 6.7

The apparent decline of the Belgian presence ditl ctange the

specialization of Belgian investments, mainly coricated in utilities and

transports, while the French pattern of investmappears to be much more

diversified with a non-negligible concentrationutlities and significant levels in

basic metals (DJ — for instance, aluminium), nonattie products (for instance

glass) (DI) and chemicals (DG) as well.

A detailed analysis of the next relevant countryyit®rland is also

interesting. Swiss capital is represented in alnatishdustries, with considerable

relevance in textiles, utilities, chemicals, el®atr equipment and also in food and

beverages.
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Graph. 2 Capital and Total assets of Swiss coetitdirms, 1921 by
industry (D, E and 1) (k lire).
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Chemicals and chemical products; DH: Rubber anstiglaroducts; DI: Other non-metallic products; Basic metals and
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Other manufacturing; E: Water, Gas, ElectricityB&ilding; G: Commerce; I: Transports

In 1927, six years later (after a period charaséeri by much greater
political and economic stability) there are 248fgn-controlled companies in the
IMITA universe, between 5% and 6% of the total, ietthe share capital of these
companies is no less than 12% of the total.

Now, the dynamic in the distribution of industrieergeted by foreign
capital is much more significant. In 1927 it isammt that utilities and transports
are no longer the most relevant industries in temfisforeign investment
attractiveness; they are surpassed by other seotmsely textiles, chemicals, and
electro-mechanics. The decline in the importanceutilities and transports is
mirrored by the distribution of foreign investmenits terms of share capital and
total assets. The case of chemicals gives an ifdthee welevance of foreign capital
in these “new” industries: in 1927 the foreign cotied total assets were nearly
one quarter of the total of the whole Italian cheahindustry. The main sources of
investments in the chemical industry were SwitzetlaFrance and the United
Kingdom.

One interesting issue is the link between the tienfbreign investments
and the internal conditions of the country. Givdre tpresent status of our
knowledge, it is not easy to establish how muchj an which direction, the

political and monetary policies of Fascism impadgls. In this respect, sorting
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the existing companies on the basis of their fotindayear is hardly helpful. 86
out of 248 (nearly 35%) were founded as joint stookpanies in the years 1922
to 1927. However, this wave of “start ups” can obdypartially explained by the
favourable conditions of the market or by the Ilegige and financial
interpretations. For instance, a “start-up” canaenisleading moniker since a
simple transformation in the legal status of a gxisting company makes it a
joint-stock company that very year. On the othandhasince — as stated above —
the acquisition model was quite often based morérownfield than greenfield
investments, a company founded before the Twentiagy have come under
foreign control during the Twenties. Unfortunatelye information in IMITA does

not offer homogeneous evidence on this issue.

Tab 4. Most relevant industries in terms of shagtal and total assets of
foreign-controlled firms in 1927, in % of the tot#dlforeign-controlled firms

Industry % of foreign controlled total % of foreign controlled
Share K_1927 Total Assets_1927
DB 6.42 7.46
DG 34.9 26.3
E 26.6 24.51
[ 3.8 5.2

CA: Oil drilling; CB: Mining; DA: Food and Tobacc®@B: Textiles and textile products; DC: Leather dgather products;
DD: Wood and wood products; DE: Paper productsliphing and printing; DF: Coke and petroleum pragu®G:
Chemicals and chemical products; DH: Rubber anstiplaroducts; DI: Other non-metallic products; Basic metals and
metal products; DK: Machinery and equipment; Dledftical and optical equipment; DM: Transport equémt; DN:
Other manufacturing; E: Water, Gas, ElectricityBRilding; G: Commerce; I: Transports

The trend described above continued during theti€hir The following
benchmark (1936) shows that nine years (and on&lwdsis) later, the evolution
of the pattern of FDIs had considerably changednagéhe overall number of
companies fell to 233, an effect which can be gasinnected to the global
economic crisis. The distribution of their assedflects a change in the sectoral
specialization of FDIs which was taking place iagé years.

From Table 5 it is easy to note the definitive nérgy and utilities (E and
[) during the interwar years, while, on the contramanufacturing increased in
relevance in almost all its subsectors. In paréicubn the eve of the Second World

War the most relevant industries had become nomdhteproducts (DI), metal
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products (DJ), electrical equipment (DL) and cheisi¢DG), which also showed
the highest rate of growth.

In conclusion, the paradigm of foreign investmesgsms to have changed
considerably over 15 years, shifting from utilifiesansportation and public
services in general to prevalence in manufacturiteghnology and capital

intensive industries.

Tab 5. Most relevant industries in terms of sha@tal and total assets of

foreign-controlled firms in 1927, in % of the totd#lthe industry’s share
capital and total assets

1921 1927 1936

% share % total % share % total % share % total

capital Assets capital assets capital assets
DG 22.6 23.4 49.9 41.7 33.6 33.3
DI 6.5 7.6 14.6 15.3 22.0 22.5
DJ 2.4 1.2 11.0 9.2 13.9 12,5
DL 13.8 15.4 41.3 44,7 35.9 35.0

E 3.9 4.9 7.0 6.0 1.1 1.2

I 7.3 7.7 5.1 6.3 4.7 5.4

CA: Oil drilling; CB: Mining; DA: Food and Tobacc@B: Textiles and textile products; DC: Leather deather
products; DD: Wood and wood products; DE: Papedpets, publishing and printing; DF: Coke and petioh
products; DG: Chemicals and chemical products; Rttbber and plastic products; DI: Other non-metalfieducts;
DJ: Basic metals and metal products; DK: Machireergt equipment; DL: Electrical and optical equipm&i!:
Transport equipment; DN: Other manufacturing; Et&¥aGas, Electricity; F: Building; G: CommerceTtansports

The overwhelming presence of foreign capital intdehnology and capital
intensive industries appears to be even more ggnifif one looks at its weight in
the whole capital invested and total assets irsithgle industries.

The trend in the main industries is clear and hamogs and characterised
by a heavy presence of foreign capital. In all saskere is an increase in the
weight of foreign capital and total assets durihg Twenties in almost all the
industries considered. In many cases, the trerdesr, with the exception of
transportation which manifests a structural declinat started before the First
World War. In some cases, the spurt is outstandorgexample, in non-metallic
products, basic metals, and electrical equipmertoAling to the data, certain
industries were heavily dependent on foreign chpitd to an impressive extent in
some cases (chemicals and electrical equipment)etrately before the Great
Depression. After the crisis, as one can expectfemadin the literature, foreign
capital flew from the country. The trend is confathin the case of chemicals and

electrical equipment.
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To fully appreciate the general trend, it is wodkamining a further
disaggregation of these “leading” industries inmterof subsectors of activity. In
the case of chemicals, for instance, the foreiglestments seem to privilege raw
chemicals and pharmaceuticals for the entire irdemperiod, while in the case of
electrical equipment, the production of electricchiaes absorbed the majority of
foreign capital and assets.

The distribution by home countries changed as weting the interwar
years (Graph 3).

A sharp and persistent decline in representatitectf only Belgium. Not
surprisingly for a neutral country, Switzerland ens constant. France, too,
remains constant, though to a lesser degree thatze®land, and is the largest
investor (in pure numerical terms) in the Penindalaalmost the whole interwar
period, at least as far as our universe is condertNot surprisingly, U.S.
investments declined after the crisis but restanmethe following decade before
the Second World War. The role of America as aimegstor in Italy, however,

was secondary at least for the Twenties.

Graph 3. Distribution of total assets of foreigmtrolled firms in 1921,
1927 and 1936, by country.
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A closer look at the destination of U.S., Swiss &neinch capital, gives an
idea of the persistent difference in investmentgoas as well as the differences
among continental countries. The absolute majarfityS direct investments were
directed to sector DF (coke and petroleum) followgdL (Electrical and optical

equipment), then by DK (machinery and equipmemt)thle Swiss case, textiles
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and textile products still dominated, followed Hyemicals and basic metals and
metal products. As far as France is concerned, dasnand basic metals
absorbed the majority of the investments, follovegd DI, i.e. “other non metallic
products” — namely cement.

Sources of capital apart, during the interwar mertbe technological
paradigm shifted definitively from one charactedisky utilities, gas, energy,
water, transportation (i.e. in general “infrastures”) towards a new focus that
privileged the industries of the second industm@lolution: chemicals (and
pharmaceuticals), metallurgy, specialised mechardosl non-ferrous metals
(among which aluminium had a central position).cbmclusion, the pattern of
foreign investments followed what the literature talian economic growth
stresses as a “general”’ trend, i.e. the transiiiovards more modern industries

characterised by capital and technology intensity.

5. Fromthe Economic Miracle to the early Seventies

Background
The documents of the Constituent Assembly emphalseeotential role of

foreign investments and capital in contributing tiee country’s economic

reconstruction (Del Buttero 1946; Ministero pedastituente 1946: 112 ss.). The
interviewed entrepreneurs were generally clear altbe necessity of foreign
capital for the needs of national enterprises, @apg in capital intensive

industries. Many of them also made clear the adgnof direct investments over
loans and bonds, given the necessity of Italiandito fill the gaps in technologies
and managerial practices. Nobody could imagine, dvawn the importance they
were going to gain in a few years in the countgg¢enomic landscape. Beginning
in the mid-Fifties and for the whole Sixties, thamber of foreign owned or
controlled firms grew steadily at each dimensiolelel and in almost every
industry.

Obviously, it is not easy to identify the determmts of this growth.
Common interpretations refer to the “American GCéadle”, i.e. the investment
activity of U.S.-based multinationals in Europe.cAaling to the report published
by the U.S. Department of Commerce (1976), “in years from 1950 to 1957,
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investments to Europe began to rise steeply, teiga@and also contributing to the
resurgent economic strength of the area” (p. 13).

Alongside the U.S. contribution during the Fiftieexd the Sixties,
increasing activity was also seen from large, Eeappcorporations in the late
Fifties and the Sixties (Franko 1976).

This activity grew at a considerable rate during preriod considered, thus
partially confirming the view that American compesii investments in Europe
represented a strategic move taken in responséieothreat of adoption of
protectionist policies by the European Common Miagfter the Rome agreements
of 1960 (U.S. Dept. of Commerce 1976: 13). At tams time, the enlargement of
the consumption market also made it attractive floeign companies, which
started to invest by directly buying existing faas or by building new ones. The
existing literature is not unanimous about thetgrand the destination of foreign
investments. In terms of industries, it appearsesoat clear that foreign firms
tended to exploit their competitive advantagesims of superior technology and
hence clustered in those industries where theaitatompetition was traditionally
weak, e.g. specialized chemicals, machine toatgtet machinery, chemicals and
pharmaceuticals, and obviously, oil refining anstrbution.

The favourable situation created by the naturallgvm of the internal
market was reinforced in these years by the exptiea that foreign capital could
be a powerful tool to sustain the growth rate eestments in the manufacturing
industry. This resulted in a more friendly govermta¢ attitude towards foreign
investments (Acocella 1983: 78). FDIs were to lbeaeated in order to help balance
the gap between the Northern and the Southernnegibthe Peninsula.

This generally favourable climate towards FDIs wasforced by the
many initiatives aimed at facilitating the inflowt fmreign capital. Our knowledge
about these initiatives is still imprecise as i$ onderstanding of the impact that
the monetary policies undertaken by the nationaleguments may have had on
the decision of foreign firms to choose Italy as basis for their activity inside the
European market. What is quite clear, though, & there was a combination of
explicit legislative efforts at a general level anat easing the inflow of foreign
capital. For instance, a major act was passed byP#rliament in 1956 that
radically reformed the legislation on FDIs by refaxit and making it easier both

to invest and disinvest. Combined with the politstability given by the Christian
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Democrat governments, this acted as a powerfulutisnto foreign investments.
The institutional framework and incentives are diea major issue, despite the
fact that the degree of “conscious” coordinatiortt@ policies undertaken during
this period still needs to be analysed in deptht thugive an example, IMI (Istituto
Mobiliare Italiano), a State-controlled, financiaktitution which was previously
in charge of managing the Marshall Plan aid, seaigpecial branch in the late
Fifties, called International Investment Office, ialin was in charge of providing
any type of help and information to internationatastors who wanted to set up a
business in Italy; the impact of this remains teelaluated.

Finally, one cannot forget culture. Americanizatiaepresented a
movement which encountered far fewer obstaclesogebsition in Italy than in
other European countries like France and Germamentd models and stereotypes
surely contributed to the assertion of U.S. comgmim many industries, especially
in those where the consumption habits tended tatenthe American models. In
any event, a measure of the direct and indirecachpf cultural models on final
consumption and the resulting incentives for fandigms to set up their facilities

in the country is difficult to obtain outside opabsopographic approach.

Evidence from the database

Two benchmarks fall in the “Economic Miracle” petjol1952 and 1960,
while a third (here examined separately) gives apshot of the early Seventies.
The universe of foreign-controlled companies is nam-negligible in numerical
terms. In 1952, there are 328 companies in thgbigtcapital around 10% of the
whole IMITA universe), while eight years later theymber 522 (more than 12%).
In 1972, the dimension of the universe reachesco8ipanies.

On the eve of the big spurt of the Fifties, theatibn depicted immediately
before World War Il was not markedly different.terms of industries targeted by
foreign investments, beyond chemicals it comesrafihing, textiles and textile
products immediately followed by electrical equiptheMachinery, metals, and
non-metallic products have a non-negligible presemaile | and E (utilities and
infrastructures) had now become almost non-relevant

A few years later the situation has partially chethgn the case of food and
beverages and non metallic-products, the importaricioreign capital remains
substantially the same (even in two numericallyfedént universes). In other
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cases, the presence of foreign capital seems te gi@matically during the
decade. In chemicals, for instance, the weight a€&ign capital reached and
surpassed 40% of the universe as far as the aggregle of share capital and
total assets is concerned. A similar situation ba&nobserved in the case of
machine tools and equipment, as well as electrichinary, with the aggregate
value of foreign capital and assets nearly doublirgn 1952 to 1960. In
summation, the data seem to confirm that, during ‘tBconomic Miracle”, a
sizable wave of foreign capital was directed tdyltander the form of new
investments and share capital increases in capitehsive and technology

intensive industries.

Tab. 6. Relevance of foreign-controlled companies the Italian
manufacturing industry. Some branches, (1952 ab0)19
1952 (N=328) 1960 (N=522)

% of total % share | % total % of total % share | % total

companies | capital assets companies | capital assets

in industry in industry

(IMITA) (IMITA)
DA 3.1 8.2 3.8 5.9 8.2 5.3
DB 7.6 4.7 5.0 8.0 141 18.7
DG 18.3 25.1 34.5 30.6 40.7 414
DI 11.7 18.7 12.4 11.4 14.7 15.9
DJ 54 1.9 1.0 9.3 5.2 4.6
DK 9.9 16.8 17.1 13.3 30.2 28.1
DL 19.6 22.4 23.8 24.9 38.4 39.6

CA: Oil drilling; CB: Mining; DA: Food and Tobacc@B: Textiles and textile products; DC: Leather deather
products; DD: Wood and wood products; DE: Papedpets, publishing and printing; DF: Coke and petuoh
products; DG: Chemicals and chemical products; Rtbber and plastic products; DI: Other non-metgllimducts;

DJ: Basic metals and metal products; DK: Machireergt equipment; DL: Electrical and optical equipm&i!:
Transport equipment; DN: Other manufacturing; Et&¥aGas, Electricity; F: Building; G: CommerceTtansports
As far as the “sources” of the foreign capital eo&icerned, the situation
does not change radically during the economic rtarathe U.S. definitively
establishes itself as the most important invedioth in numerical terms and in
terms of total assets controlled, while both Switred and France (which

dominated the interwar period, as said above) tjigaduced their share.
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Graph 9. Main investors in Italy (1952 and 1960psélute value and
aggregate total assets, in %

40,0%
35,0% |
30,0% i
25,0% - BV.A._1952
20,0% mV.A._1960
e OTOT ASSETS_1952
9 -
oo O TOT ASSETS_1960
10,0% |
5,0% - ’_I_r‘
0,006 EBLCT. ‘ ‘ O (W il
B CH D F N S UK USA

Another important point concerns the distributidritee capital of the main
investors (Switzerland, France, UK and U.S.). ka 8wiss case, the main areas of
investment are not radically different from theemtar period, with textiles in first
place — with regards to total assets — followedtlmicals and pharmaceuticals.
In the case of France, chemicals and pharmaceutal followed by petroleum,
non-metallic products and basic metals. UK is nyostpresented in textiles (a
significant distortion is the presence of Britislpital — Courtaulds — in a strong
position in SNIA, which is considered a chemicampany, de facto producing
fibres). The U.S. manufacturing investments in 196@ basically found in
petroleum, chemicals and electric machinery.

One point worth stressing here is the “transvesgatif the investments in
the chemical industry, although closer examinatumuld be necessary to establish
if there is national specialization inside the eliéint branches of the chemical
industry. At first glance, Switzerland seems torbere specialized in fibres and
pharmaceuticals, while the U.S. and France showr figeneral” approach to the
sector (American investments are, for instance,ak®gudivided among raw
chemicals, pharmaceuticals and home products) afdexhibits a tendency to
invest in raw chemicals.

Another interesting piece of information comes frame analysis of the
dataset in 1960 ordered by year of foundation. Meare fifth of the companies

19



were founded after 1956, which confirms, togethethwother indicators, the
effectiveness of the institutional changes intratldy the above-mentioned
legislation relaxing the barriers to foreign invasnts. However, the information
provided by the database does not provide an ex@munt of the FDI inflow,
since it is not possible to distinguish with enoygécision between greenfield and
brownfield investments.

The last benchmark considered in this paper is 1@ date which coincides
with a marked slowdown in the impressive growth exignced by the Italian
economy during the Economic Miracle. During theosethalf of the Sixties, well
before the oil shocks of the Seventies, the colsnegonomic environment began
to deteriorate. Tensions started under the perispect the cost of labour. More
generally, the whole political and social climatetatiorated, with immediate
consequences for the shape of foreign — basicaly Uinvestments in Italy.

On the other hand, however, a number of conditienbianced the
investment opportunities for foreign firms. Theliia market remained, thus, an
attractive one, given the persistent high rate rafimph in private consumption.
Besides this, many entrepreneurial and family fjrmisich grew up quickly during
the Fifties and the Sixties, were unable to copth ihe necessary changes in
financial, organizational and managerial terms isgabby the dynamism of the
market. In food and beverages and in the mechammchistry, as well as the
practically “new” industry of household appliancéise result was a high rate of
acquisitions by foreign capital during the Sixties.

The number of foreign-controlled joint-stock comianin 1972 is quite
considerable (about 700). As far as manufacturimd) w@tilities are concerned, the
picture at the beginning of the Seventies showsesomanges. Looking at the total
assets destination, the relevance of chemicalsphadnaceuticals and petroleum
(much more than in the past) is confirmed, followagd electrical equipment,
machines and basic metals, while food and beverageslso represented. The
food and beverages industry became quite relewaetins of foreign investments.
This is consistent with the literature which stessthe wave of foreign acquisitions
in this sector between the end of the Sixties dedlteginning of the following
decade mainly due to a series of entrepreneurialréa. As stated above, the
attractiveness of the domestic market which waadgie growing in terms of

consumption rates played an important role as well.
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Table 7 Relevance of foreign-controlled companies the Italian
manufacturing industry (some branches, 1960 an@)197
1960 N=522 1972 N=688

% of total % share | % total % of total % share | % total

companies | capital assets companies | capital assets

in industry in industry

(IMITA) (IMITA)
DA 5.9 8.2 5.3 8.9 16,0 15,6
DB 8.0 14.1 18.7 5.0 8,8 11,0
DF 27.9 66.7 59.4 23.6 63,8 50,2
DG 30.6 40.7 414 25.8 23,8 25,7
DI 11.4 14.7 15.9 4.3 15,5 14,7
DJ 9.3 5.2 4.6 7.8 11,9 10,3
DK 13.3 30.2 28.1 12.5 26,0 25,7
DL 24.9 38.4 39.6 22.9 45,7 41,7

CA: Oil drilling; CB: Mining; DA: Food and Tobacc@B: Textiles and textile products; DC: Leather deather
products; DD: Wood and wood products; DE: Papedpets, publishing and printing; DF: Coke and petuoh
products; DG: Chemicals and chemical products; Rtbber and plastic products; DI: Other non-metgllimducts;

DJ: Basic metals and metal products; DK: Machirgergt equipment; DL: Electrical and optical equipm&i!:
Transport equipment; DN: Other manufacturing; Et&¥aGas, Electricity; F: Building; G: CommerceTtansports

In chemicals and pharmaceuticals, the presencereigh capital remained
relevant, although apparently less so than at ¢éigegnbing of the Sixties and settled
at roughly the levels of the early Fifties. The qaniece of foreign capital in the
chemical industry is confirmed both at the top lesfethe dimensional ranking as
well as in the medium and small dimension, espgcad far as pharmaceuticals
and para-pharmaceuticals are concerned.

Machinery is another example of where there wasa presence of
foreign capital, basically in machine tools, maelsinfor special purposes
(elevators, machines for agriculture, some houskhppliances). It is in electric
machinery, however, that the foreign presence oosfits standing. Foreign firms
literally dominate in household appliances, lightiids, computing and electro-
mechanics.

The geographical distribution validates the hidmgirof foreign investors
that took shape after WWII. In manufacturing, bywilhe most important area of
investment, the U.S. confirmed its nature as thetrmoportant investor, followed
by France and Switzerland. Britain, as well as Behg lost almost all their
relevance.

Last but not least, the presence of foreign-coletlotapital is quite notable
among the largest firms. In 1972, 51 out of the26p Italian companies (25.5%)
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ranked by assets were foreign-controlled; this graiage is slightly higher than in
1913. The presence of large, foreign firms amorggtdp Italian corporations is
also confirmed by the available secondary litemtukccording to the Harvard
researcher Robert Pavan, there were 31 foreigmadted firms among the ltalian
top-100 in 1970 (Pavan 1973: 62).

8. Conclusions

This research shows that foreign capital has beestantly present in the
country’s industrialization process. The waves Did-quite closely followed the
shifts in the dominant technological paradigms asll vas the tendency of
indigenous capital to privilege more “traditionaftiustries.

The lack of capital, but also technological knovgedexplains quite clearly
the pervasive presence of foreign capital in certaianches of manufacturing
more than in others. What is interesting to notthés persistent backwardness of
Italian firms in certain branches, notwithstandihg incentive for imitation that
the presence of foreign capital could have providatke significant example is the
chemical (and pharmaceutical) industry where thera constant and significant
foreign presence for more or less the whole pecasidered. Similarly can be
said for energy, except where things went diffdyetitanks to “external” factors.
After WWI the German presence in energy (elecyrigiroduction) almost
disappeared, and Italian firms took over the fareesence in the industry.
Interestingly, this did not happen in other casegsh as local transportation, gas
and water supply, where the foreign (Belgian andnEh) presence remained
dominant. After WWII, the energy industry was doated by U.S. capital, in
concurrence with the technological shift from dledly to petroleum. ENI, the
State-owned company, was the way for Italy to @sttforeign superiority in the
oil industry. It is revealing, however, that in pethemicals and fibres, both ENI
and its Italian competitor, Montecatini (then Matis®n), started several joint
ventures with their foreign competitors in ordeatmuire relevant technologies.

Obviously, the technological shifts did not only iremde with a
transformation in the sectoral distribution of tin@estments (for instance, from
utilities and transportation to electricity and atte mechanics, to chemicals and
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pharmaceuticals, to petroleum and machinery). Thanges in the technological
paradigms also coincided with a shift in the nadidp of the major investors,

according to their overall competitive advantageainertain period. Thus, in the
years of the first industrial revolution, the “domant investors” were Germany in
electricity and Belgium and France in utilities amansportation (leadership was
due both to technical and managerial ability, ab ageconsiderable competence in
collecting and managing capital). Switzerland ar@hEe grew more significant in

the interwar period when the technological paradighifted to chemicals,

pharmaceuticals, but also basic metals and noodsrmetals (e.g. aluminium).
Then, after the Second World War, U.S. capital famas reached almost complete
dominance in all the branches of manufacturing, asdecially in petroleum,

chemicals and pharmaceuticals, as well as eleatdoother machinery.

The technological shifts and the changes in thecesuand destinations of
foreign capital are reflected in the dynamics @& threign presence at the top of
the ranking of large, Italian firms. The distrilmurt by industry, in absolute values
and percentages, of the foreign firms among the@ipefficaciously describes the
changes discussed above. From graph 10 the deélinensportation and utilities,
the expansion of petroleum and electrical equipmespecially after WWII, and
the persistent relevance of chemicals and pharniaatuappear quite evident.

The research on which this paper is based hasrstilly weaknesses worth
of future analysis, among which a possible overesion of the presence of
foreign capitals (due the methodology of data ctib®m, which is anyway
consistent with the one recently adopted in theriRe@atabase at the Milan
Polytechnic School), a lack of comparative dimens{due to the scarcity of
similar studies for other countries), the absentea @womparative analysis of
performance of foreign-controlled firms in front thfe Italian ones, for instance in
terms of return on assets, and no information albet way in which the

investment was carried on (greenfield, brownfight-venture).

Graph 10. Distribution by industry of foreign-carited firms among the top 200
ranked by assets, in percent (1913-1972)
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CA: Oil drilling; CB: Mining; DA: Food and Tobacc@B: Textiles and textile products; DC: Leather deather
products; DD: Wood and wood products; DE: Papedpets, publishing and printing; DF: Coke and petuoh
products; DG: Chemicals and chemical products; Rtbber and plastic products; DI: Other non-metgllimducts;
DJ: Basic metals and metal products; DK: Machireergt equipment; DL: Electrical and optical equipm&ni!:
Transport equipment; DN: Other manufacturing; Et&¥aGas, Electricity; F: Building; G: CommerceTtansports
Notwithstanding these problems, the database oshathis paper is built
provides, for the first time, a comprehensive visa§ FDIs in Italy during a large
part of the Twentieth century. However, it is atsadent that a more detailed and
reliable outcome will be reached only by addingrasppographic and qualitative
approach, which would assess other relevant dimmesasif the topic through the
analysis of case study, e.g. the governance ancersimp structure of foreign
firms, their strategic behaviour, the resultingamgational structures and, last but

not least, their potential influence over theirioa&l competitors.
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Appendix.

The Database.

The database on which this paper is based hasbedlethrough a complex and largely inductive metblogy.
The information has been gathered and systematizedvay that influences the reliability and acayraf the data,
thus necessitating a detailed description of fiscstire together with a preliminary critique of fmeain) source.

The database has been built on three general camlifirst, to give a reasonable idea of the itistion of
foreign investment typologies in concurrence wigfied benchmark years through a longitudinal asislysecond, to
allow a dynamic comparison across the whole per@tsidered, at least among the largest compariiésl, To allow
a comparison between foreign-controlled companiektheir Italian counterparts in the same sectodspgeriods. The
last of these conditions is not assessed in thpempa

The main source of data is the database IMITAlib digital version of a serial source made up adléection of
published volumes edited from 1908 to 1926 by thedo Italiano and from 1928 onwards by the "Asapione fra
le societa italiane per azioni" (Asipa), the Asation of Italian Joint Stock Companies. This sounzdudes all the
joint stock companies based in Italy that had camgaapital in their last balance sheet higher thajiven threshold
fixed at different levels in different years. Thaimdatabase, which is freely available on the \Atelhe address
http://imitadb.unisi.it/, provides data on singtengpanies (identifying information and balance sfiigetres) and on
board members.ii

The first limitation of the database is thus thatonsiders only joint stock companies and onlyséhwith a share
capital over a certain threshold changing over time set as follows:

1908-1940: (except 1914): 1,000,000 Lire

1914: 500,000 Lire
1949-1952: 10,000,000 Lire
1956: 25,000,000 Lire
1958-1961: 50,000,000 Lire
1964-1973: 100,000,000 Lire

The IMITA does not, however, provide informatioroabthe nationality of the shareholders and thétahp
invested in a company. Only up to 1928 a sectia®fvolumes provides data on “foreign-based conegasperating
in Italy”, but the information in this section gwenly very superficial coverage of foreign capitalested (even with
controlling stakes) in Italian companies. All thiskes it problematic to identify foreign-controlledmpanies among
those listed in this database.

Thus, it was necessary to combine the IMITA.db wither sources and databases that provided reliable
qualitative and guantitative information on thegenece of foreign capital, both in minority and colling positions,
in order to build a database of foreign-controfieahs.

Following the methodology provided by Giannettidlarasta (2006), the data have been collected fochreark
years, i.e. 1913, 1921, 1927, 1936, 1952, 19601&87@ (the subsequent benchmark, 1983, is curranthgr
construction).

Although heterogeneous and different in terms ¢fimea structure and reliability, the following datses,
available from research or built ex novo, served atarting point:

i The list of “foreign-based companies operatingaty! registered in the Asipa volumes until 192& A
stated above, this list provides (meagre) inforamatibout a very particular kind of foreign company,
in general very similar to a free-standing compamgd does not cover the universe of foreign-
controlled firms among the Italian joint-stock commges.

ii. A list of foreign-controlled companies active ialit compiled for fiscal reasons by the Ministry of
Agriculture, Industry and Commerce (MAIC), availalnly for the 1890s and published in the Annali
del credito e della previdenza. Elenco generaledsicieta industriali nazionali ed estere coggtui
legalmente, ed autorizzate ad operare nel Regdb dicembre 1897 (Roma, G. Bertero, 1899).
Combined with other volumes (Notizie sulle condiimdustriali della provincia di ..., i.e. Statistic
information on the province of...) it provides hetgeaeous information about foreign companies
active in the country. It must be stressed heretliae are no systematic official lists or stadst
apart from a few at a very aggregate level — piogdietailed information about foreign capital
invested in Italian industry in the period precepitWI.

iii. The first attempt to provide a complete list ofeéign-controlled companies in Italy was made reédyiv
late in a book published in 1960 (Scott 1960) huiltlon data referring to joint stock companieshwit
at least 50 million lire of share capital existingtaly at the beginning of 1958. The databads lis
nearly five hundred firms partially or totally coolled by foreign capital. Even with some limitat®
(for instance, companies with a foreign name oh\aiforeign, or apparently foreign director are-all
and sometimes wrongly - included), the list progideme useful information, though limited to a
single year.

iv. Some useful lists, even if far from complete, wewenpleted during the Sixties by the International
Investment Office, a branch of the Istituto Mohiéidtaliano set up to facilitate foreign firms wily) to
invest in Italy. These lists, available in the IMthive in Rome, are far from exhaustive yet contai
information upon foreign (mainly US) companies présn Italy during the Sixties.
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V. The sole reliable and comprehensive databaseifopéhiod is the one published in a report underak
by the government along with a research group (SP®Rorking with the institutional support of the
Bank of Italy. Similar to Scott’s publication, thigtabase is limited to a single benchmark yea8&19
However, it differs from Scott, in the fact thatstmuch more comprehensive and provides informatio
about joint-stock as well as limited liability commies. With nearly 1,300 companies included, the
coverage of the research is considerable.

vi. Between the end of the Sixties and the beginning@Seventies a large group of researchers was
formed in Harvard under the supervision of Ray derand named the “Multinational Enterprise
Project”. In two separate databases, FOREMY andNUSEhe group gathered a large amount of
information about the foreign investments of thrgédst US and European corporations from the
beginning of the century to the early Seventie$tie research gave origin to printed volumes (Vaupe
and Curhan 1969 and 1974, Curhan et. al. 1977)hwiriovide information at an extremely aggregate
level. Thanks to the former members of the groups were contacted in the summer of 2005, it has
been possible to obtain an electronic version efdlitabase with a list of the companies. Given the
characteristics of the database (which is incorepletnany parts, and does not provide the name of
the subsidiaries), it has been used as a contrialble. In many cases, the information on a FId in
certain year has led, however, to the individuatbthe Italian subsidiary.

Vii. The last database (in chronological terms) coirgcigligh the first benchmark (1984) of the list
published by a research group supervised by Sitgitti and Marco Mutinelli at the Milan
Polytechnic. This database, named Reprint, provitfesmation about nearly 1,300 foreign-controlled
limited liability and joint stock companies, andlie basis for a publication, Italia Multinazionale
issued from 1984 (Ricerche e Progetti, variouss)earlt is important to note that in this casepgth
the previously mentioned SORIS database, someegbtht stock companies in the list may not be
found in the IMITA database since the latter ordpsiders the corporations beyond a given threshold.

Each of these different databases provides aflstrmpanies which were (more or less) surely fargigntrolled
at a given date. This information, combined wita IMITA database, allows the lists in every benchmear to be
reconstructed. The first step is to check if a camypexisted in the IMITA database in the benchnyades before and
after that time. Obviously, if a company is foremmned, say in 1957, and also existed in the IMIEAIn the 1936
benchmark, it is necessary to check the effectireegnce of foreign capital in its assets. This watlogy, which had
to be iterated company by company, made the eresearch enormously time-consuming.

Working on such a huge number of companies meantahvalidate the presence of foreign capitakas
necessary to identify different criteria which weggcker and more practical than prosopographarohival research
or the examination of the (sometimes irretrievabiggrnal records of the company. While the archigaearch has
been used to solve, where possible, cases whichimgossible to assess otherwise, the researehiantere the
following:

a) At least one — or more — directors with a fanaigme and surname in the IMITA database. This is a
criterion which has also been used in previousarebe often with questionable results. It is quite
dangerous, since in some cases it is possibladadirectors with foreign surnames that are, i, fawly
Italian. That is why this cannot be the only disgriating information, and why it must be used jlyint
with others.

b) Another relevant criterion is based, again, ugendirectors, but in this case relies on theriot&ing
directorates technique (which may be used withrtf@mation provided by IMITA, but limited to the
roles of President, General Manager or membereoBthard) to reconstruct the ramification of foreign
groups. Foreign groups investing in Italy in twonoore facilities often employed the same person as
director. Following these persons — who sometimdyg are “big linkers” — it is possible to follovhé
investment policies of foreign companies.

c) It was necessary to extensively use other sewtmformation to solve ambiguous cases. Firstliothe
existing secondary literature (company historieduided) was particularly useful for the period ap t
World War Il. Second, the Internet has provided/weseful information that would otherwise havermee
impossible to find with years of archival researthe websites of the mother companies, if checked
properly, sometimes revealed the existence ofextinvestment in Italy, or at least the date iricltithe
activity started. Third, archival research was ukffr some companies, even though it is true tudte
often archives do not provide the most essentfatimation — the presence of foreign-controlled shar
capital.

The result is a database of foreign-controlled camigs among those listed in the IMITA, and thus @e&m
FOR_IMITA.db, divided into the seven benchmarks tizered above. The database’s degree of accuraosases
from the first benchmark in 1913 to the last in 29uth an estimated average reliability of neay80% for the
entire database.

The methodology through which the sample was asleehitba peculiar one, and the database is nat to b
considered definitive and “closed”. Instead, iairgely open list where new information can bsoabed once it is
obtained from secondary sources and new research.

Another relevant fact to keep in mind is that foe tnformation gathered and verified regardinglttechmarks
prior to the First World War, but also immediatafyer, there is probably a bias due to the existexpndary
literature. In other words, for this period it Bséer to gather and verify information about certaell-studied
industries (for instance, the chemical, electricglectro-mechanic industries), and much less sotfters such as the
food and beverages industry.

Ownership and control. Definitions
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In this database, and throughout the researchurtit®f analysis does not correspond to the définmiof the
multinational enterprise provided by the clasdieréiture on international business. The definitisad in this paper is
more general and flexible enough to capture thewatiety of investment typologies in use in thegoun. As in
other (and more recent) databases, the varietyg$w which foreign capital is present in theidétalcompanies
suggests the use of flexible and extensive defimstiof “foreign control”. In other words, stakeslpably lower than
the 50% necessary to establish absolute contrallspereported in this database because, at [matbtef first
benchmarks, an exact measurement of the foreiggessta impossible even through archival and/orqpographic
research. On the other side, however, what isaalew the perspective of this research is noatieolute control but
the presence and the influence of foreign caitat tould also be exerted through the ownershipnited, even if
substantial, stakes of capital. It is obviously asgible to establish to what extent the foreigritahpias able to
directly influence the management of the compartp evhat extent it simply had a sleeper role.

An additional, relevant point is that the typolagfithe foreign investment was not always the savee time.
Especially during the period preceding WWII thederice suggests that the fully controlled, greeshielbsidiary was
the exception rather than the norm due to bothipaliand cultural reasons. Foreign investmentk the form of
technological transfers and often that of the joeriture or the minority partnership. In this regpa strong
assumption is that the presence of one or morgfordrectors on the board implies an active rolhe least in
strategic decisions if not in the day-by-day mamaeyet of the company. Hence, in the following paapis the
meaning of definitions like “foreign capital”, “fergn controlled firms” or “foreign direct investmsi must be
understood as being part of the broader definioftompanies with a presence of foreign capitghgicant enough
to influence strategic decisions”. This inclusiveerium is moreover adopted by much more recesgarch based
upon reliable data. For instance, an accurate nd@dselmne by the Senate Research Office definesragh-controlled
those firms in which foreign presence exceeds @8 af the whole share capital (Senato 1978: 9@)il&ly, in the
above mentioned Reprint database.

The Datasets

Seven benchmarks have been identified, each og@ating a single dataset.

For every benchmark, the information provided ie fields of the dataset is the following:

Origin code: a code identifying the company regesslof transformations of its name. Provided byTiMI
Name of the company

Nationality: identifies the country (or countrigs)which the FDI refers.

S, Ss, D, G are statistic codes of activity, uthtee digits

Date of foundation: the year in which the actistgrted. This may not coincide with the year inchhan existing
company came under foreign control (brownfield stagent).

K_date: the share capital in the benchmark year

Tot_asset_Date: provides the amount of Total Assets

In addition to this information, the whole datab&een which the dataset is extracted contains atlaga (for
instance the name of the parent company, whenadl@)| or information about the activity of the quamy, when
reported in the sources.

A relevant point has to be stressed here. Evéeifiatabase contains information up to the thrgitsdevel of
the Ateco-Istat classification, i.e. at group lewke analysis carried on here will be limited @-section level. This is
due basically to the made comparable the first hieracks, with a relatively low number of companigthvhe last
ones.

i Project n......

il The project, realized by the University of Sienaaflaboration with the Bocconi University in Milanthe University of
Bologna and the University of Firenze, has bengfftem funding from the Italian Ministry of Educati, University and
Research (MIUR) and from the Consiglio NazionalkedRicerche (CNR).

iii The “Multinational Enterprise Project” creatédo databases (now in excel format) named USEMYOREMY as its
main outcome. The data were assembled by more dharhundred researchers at Harvard Business Scho®lmain
sources were annual reports, articles and booksetkeko the corporations included in the sample data were verified
through a number of interviews, and the sample bvak ex post. In the US case, the companies welezted among the
largest multinationals in the Fortune rankingsh# t500 Largest US Industrial Corporations” for 496ith subsidiaries
located in at least six countries and with a cdlimuigpstake of more than 25%. The USEMY databaseains nearly 20,000
observations on 187 multinationals from 1900 to6l@vouped into 78 fields. The sample of non-US mattonals was
selected by sorting them in the Fortune list of tA@0 Largest Non-US Industrial Corporations” f@7D, plus 12 other
companies selected on the basis of their relevandenot included in the Fortune ranking. The FOREd&Yabase contains
nearly 17,000 observations on more than 200 noMMNIE from 1900 to 1971 grouped into 40 fields.

iv Hereby | warmly thank Sergio Mariotti and Mar&dutinelli for having delivered an electronic vernsiof the 1984
database.
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