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I have been in touch with the ACCC for quite some time and always admired its effectiveness in 
dealing with antitrust and regulatory issues. I believe that the integration of antitrust and regulatory 
functions have proved very successful and has not undermined the focus of the ACCC on antitrust 
as many had feared at the beginning. To the contrary. As this conference testifies, it has brought the 
spirit of competition into regulation, an objective very difficult to achieve otherwise without some 
sort of integration of the two functions. Models are country specific and cannot be easily exported. 
There are some general features of regulatory regimes that are somehow universal though. The 
purpose of my talk today is to discuss with you these general principles r relating them to the Italian 
and the European experience of recent decades. But before doing this I would like to sincerely 
thank the ACCC for the invitation. It is a real honor for me to speak in front of you today.  

I grew up in Italy in the early 1960's at the time of the Italian economic miracle, when growth was 
around 6-7% per year, every year. In those years the growth of the Italian manufacturing industry 
was fuelled by its comparative advantages in textile and clothing, shoe manufacturing, furniture 
and, more importantly, in mechanical engineering.  These developments were market-driven and 
competition was the main determinant of success and failures.  I was living in Florence, close to the 
important textile district of Prato, where the banking system was financing new opportunities at a 
very high rate. In some sense I was witnessing the Californian start-up garage type developments 
many years before it started there. Every blue collar worker wanted to become an entrepreneur and 
many did so – some very successfully. Banks were forward looking and played a very important 
role in the process. This is no longer the pattern of industrial development in Italy today. 
Regulation, unfortunately, restricts economic developments outside of manufacturing.  

In the 1950’s industry was the center of growth. Trade liberalization seemed a very good option. 
And indeed on January 1st, 1958, when the European treaty entered into force, the high tariffs –
some even above 50% - that protected Italian manufacturing from other European countries 
imports, were annulled. Even those industries that originally opposed the signing of the Treaty for 
fear of increased competition from abroad, almost immediately understood that competition was 
both a risk and an opportunity: the risk was that domestic industry would be competitively 
disadvantaged at home, the opportunity that Italian industry could more easily expand in foreign 
markets. And the greater opportunities originating in larger markets overseas far outweighed the 
risk of losing competitiveness domestically. That discussion about the costs and benefits of greater 
competition has accompanied my whole life, both professionally and in some sense politically. 

The Italian model of industrial development was much more complex and articulated than what I 
have said so far suggests. Besides free market and competition, it was believed that strategic 
sectors, like steel or chemicals, could only develop via State ownership. The electricity industry was 
nationalized in 1962 in order to favor the electrification of the country. The same happened for 
telecommunications, a legal monopoly until the late 1990s. And indeed, by the end of the 1960s 
around 10% of the Italian private economy was State controlled, including the banking sector that 
was fully State owned. 

What is interesting is that, until the late 1950s, State-owned industry operated with the same 
incentive structures as private industry. It was successful and profitable. However, starting in the 
70’s the model collapsed, the same way as it would happen 15/20 years later in the USSR and in the 
socialist countries of Eastern Europe. Like in those countries, it was argued in Italy that the 
objective function of State-owned firms was the maximization of social welfare (a very difficult, if 
not impossible, to define concept). This led to a wider and wider departure from the profit 
maximization objective. Slowly State-owned industry started to accumulate larger and larger losses, 
and by the late 1980’s it was clear that the system was no longer sustainable.  The European 
Commission, by enforcing the very important State aid provisions of the Treaty, made it clear that it 
would no longer be possible to finance industry with State funds. As a result, by the end of the 



1990's the majority of the previously State-owned sector was privatized. 

 

As an aside, the European Commission State Aid rules – for those of you who may not be aware of 
them – are rules in the European Treaty which make it illegal for EU governments to selectively 
benefit individual firms in a way which distorts competition and which affects trade between 
Member States.  

The liberalization of trade brought about by the European Treaty imposed a critical discipline on 
Italian industry. To the contrary services, characterized by markets that are inherently local, were 
hardly affected by the trade liberalization drive. Furthermore services are much more heavily 
regulated than manufacturing and very often excessively regulated. Consumers pay higher prices 
but nobody notices it because competition is not completely suppressed, even though innovation or 
product differentiation may be reduced.  If supermarkets are banned, as it has been the case in Italy 
for many years, there is always competition among small shops. As for productive services, like 
finance or public utilities, inefficiencies related to the lack of competition may increase the cost to 
users, with negative effects  on their competitiveness, but again nobody notices. 

Why is everybody so much in favor of competition in general, but often opposed in the particular 
circumstances of a given industry? Fred Hilmer in his report on how to enhance competition in 
Australia, suggests that, in order to win the resistance of domestic lobbies, there should be a 
constitutional change mandating that regulatory restrictions of competition be strictly proportionate 
to the general interests pursued. According to the Report, a political consensus against such a 
constitutional provision would be difficult to organize since special interests are not a homogenous 
group and some may even sell to each other.  As a result they do not have a common interest to 
defend and are not willing to protect every restriction of competition. They are interest in their own 
privileges only. Furthermore it is difficult to understand ex-ante how a very general constitutional 
provision is applied to the specific circumstances of a given industry and every protected group 
believes that its own protection would certainly be justified.  

This is the story of Europe and of the European Treaty. Its drafters did not consider (and of course 
they could not consider) all the implications of the provisions they were introducing. With 
absolutely no antitrust enforcement experience in Europe, including antitrust provisions in the 
Treaty did not seem a big deal. Antitrust did not seem very important at all. This is why antitrust 
enforcement was attributed to an independent body, the European Commission, and not maintained 
under the control of member States. As for liberalization, it seemed at that time that it would only 
apply to manufacturing, having introduced big exemptions for agriculture and transport. Services 
were not part of the picture. And it took thirty years before services were actually subject to 
European wide liberalization measures. Only State aid provisions, that eventually would become 
one of the pillars of the pro-competition enforcement tools of the Commission, were meant to be as 
important as they later became. The interesting point is that State aid is the competition related 
instrument that has seen the least conceptual evolution since the 1960s. European State aid 
enforcement suffers today from the same problems antitrust enforcement suffered in the early 
1990s: too little economic analysis, too many presumptions. Nonetheless the EU is one of the very 
few jurisdictions in the world with an active state aid discipline and, although some of the 
Commission decisions can be criticized, the overall outcome is very positive. State aid in Member 
States is much lower than it would have been otherwise.  

As a result of the far reaching liberalization provisions of the EC Treaty, most major competition-
enhancing reforms in Europe have originated from Europe. But, there is a problem in so far as the 
non-tradable sector is concerned. With respect to private non-tradable services the European 
Commission is generally impeded from intervening because of the absence of a legal base (effect on 
intra-community trade is a prerequisite for the Treaty to be applied). This is why to fill the gap 
between tradables and non tradables, antitrust laws of most EU member States assign to the 
domestic antitrust Authority the power to advocate in favor of competition oriented reforms. In 



Italy, like in other countries, the law gives to the Authority the power to intervene in the legislative 
process with advice and reports, but does not introduce any obligation on the part of the legislative 
or executive body to listen! And indeed, given that competition is not very popular politically, only 
a few of the almost 500 reports the Authority has issued since its establishment in 1990 have been 
followed.  

In our experience, for liberalization to be successful, it is imperative to create stake holders that gain 
from the existence of competition and are willing to speak up for it.  

Without stakeholders the process of liberalization is doomed. Indeed the protected category has 
always able to find a good ear in the political world. Even European Commission liberalization 
directives are appealed in Court by the very same member States that did not oppose the 
Commission initiative in the various advisory committees. Council directives (which must in turn 
be adopted in Member State domestic legislation) are resisted or only implemented with delay. 
Domestic liberalization measures are strongly opposed. And all this way before the economic crisis 
of the last few years. 

There are some exceptions. In Italy in 2006-2007 the government undertook an extensive 
liberalization effort in private services by issuing two Government decrees. As soon as the 
proposals were made public (before they were approved by Parliament) all the sectors affected 
reacted very strongly against the proposals, suggesting that liberalization was not very wise since it 
would undermine trust in the professional-client relationship, undermine the provision of universal 
services in pharmacies, increase instability in banking and insurance, reduce the competitiveness of 
the industry in the case of airlines, etc. No affected sectoral representative declared publicly that 
greater competition would, yes, reduce the income of some individuals, but that it would increase 
productivity and reduce prices. They tried to gain the sympathy of the public by claiming that these 
liberalization measures would negatively affect general interest objectives, a claim that could be 
easily dismissed, but nevertheless had strong appeal.  

The decrees were finally approved.  

Their big value-added was that they created vested interests that gain from further liberalization. 
This is proving the most effective way of pursuing a competition-oriented reform.  

The liberalizing government resigned in June 2008. Since then there have been a number of 
proposals aimed at abolishing these reforms, especially with respect to the professions, including of 
course the pharmacy sector (which, as in Australia, benefit from a range of competition-limiting 
privileges). The existence of vested interests, and in particular new entrants – much more than 
consumers and the press – have been effective in preventing backlash  (at least until now). However 
in the professions the risk that the reforms will be reversed is high. The general public does not 
notice the benefits of increased competition, is not frequent buyer of professional services and is 
very much on the side of professionals asking for protection.  

In public utility services competition oriented reforms have been quite effective in the past two 
decades or so. Liberalization was quite successful especially in telecommunications. It all started in 
1988 when the first European directive liberalized the market for telecommunications terminal 
equipment. Now the market is fully liberalized and in Italy there are 4 competitors in mobile and 
around the same number in fixed line services. Prices have dropped, quality has increased and 
choice was improved. However the general public is not fully aware of these developments, since 
what they perceive is how much they pay a month for telecom services, not that unit prices have 
sharply dropped, or that the increased quality depends on the greater competition.  

However the incumbent operator tried to make it more difficult for competition to develop. The 
Italian Telecom regulator believed that some action needed to be taken and it imposed an 
operational separation on Telecom Italia, favoring unbundling and competition friendly access.  A 
series of regulatory obligations have been imposed on Telecom Italia just a few months ago so there 
is, as yet, not enough experience to judge the success of this approach. However, what is really 



worrying is the complexity of the duties imposed on Telecom Italia: there are 209 obligations 
organized in 14 groups, all aimed at promoting competition in the provision of electronic 
communication services. Most of these obligations are of a behavioral nature.  

This is a real burden on the company, on the regulator and on competitors. Whether these 
obligations will be respected, whether litigation will dramatically increase and whether such 
litigation will be effective to achieve compliance is yet to be seen. What is clear is that the cost of 
compliance should have been part of the regulatory impact assessment and it was not. Corporate 
separation would have been easier to introduce and full proprietary separation would have been 
much more effective.  

Liberalization and privatization have brought about a revolution in Italy. The institutional structure 
of the country has been permanently and significantly modified as a result, with the competition 
authority being created together with a number of independent regulators. Over time the economy 
has changed, with services becoming more and more important. However services have been unable 
to supplant manufacturing as a source of growth, because protectionist requests continue to 
dominate the political scene and to have a strong appeal with the general public.  

What is important to remember is that competition is far more effective than regulation. Regulation 
needs to be minimized, not maximized. Antitrust law is quite effective. We should not forget it.  

Antitrust is even a good source for dessert names. If I ran a restaurant I would suggest the 
following: Abuse of chocolate; a merger of peach and cream; crème brulée in full equilibrium, 
chocolate and cream in a vertical chain. But whatever their names enjoy them! I m sure that today 
they will be even better than these names suggest.  

Thank you very much for your attention.  

 

 

 


