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Reforms will put bloc 'ahead of 
the pack', says Italy's finance nrlnister 

By Tony Barber and Ferdi
nando Giugliano in London 

Italy's next government 
should cut public expendi
ture to make room for tax 
reductions rather than 
imposing additional auster
ity on citizens, says Yittorio 
Grilli, finance minister. 

Mr Grilli predicted that 
the eurozone would be 
regarded 10 years from now 
not as an example of dys
functional economic gov
ernance but as a model of 
far-reaching structural 
reform. 

"When we look back in 10 
years' time, the opinion of 
the euro area will be very 
different," he said in a 
Financial Times interview. 

"Right now we are seen 
as slow and behind the 
curve, but in 10 years the 
euro area will be seen as 
ahead of the pack. Other 
parts of the world will have 
to go through the process of 
adjustment and do the 
reforms that we are doing 
now," Mr Grilli said. 

He was speaking after 
Italy's statistical agency 
reported that gross domes
tic product shrank from 
July to September at a 
quarter-on-quarter rate of 
0.2 per cent, the fifth suc
cessive quarterly decline, 
although less severe than 
most economists had 
expected. 

Mr Grilli, formerly the 
chief civil servant in Italy's 
finance ministry, serves in 
an unelected technocratic 
government led by Mario 
Monti, prime minister, but 
he does not plan to stay in 
office after the next elec
tion, expected to be held in 
the spring. 

"To make progress with 

Do data 320 0 sta m pa )lnniversario 

these very challenging 
reforms, you need a strong 
political mandate. That's 
why the upcoming elections 
are welcome. Getting a 
strong political mandate 
from our citizens is cru
cial," Mr Grilli said. 

He did not exclude, how
ever, that some members of 
the current cabinet may 
remain in power. "Nothing 
has been ruled out." 

Commenting on the fiscal 
outlook for the next govern
ment, he said: "By 2013 our 
public finances will be in 
structural balance, which 
means in cyclically adjusted 
terms ... I don't see any 
major fiscal adjustment 
coming after the next elec
tion, even with weak 
growth, unless some unex
pected event happens. 

"The tough job will be to 
get through privatisations 
and the restructuring of the 
relationship between cen
tral and local government -
so that we can control gov
ernment spending more 
effectively. 

"We will have a balanced 
budget but its composition 
needs to change because it 
is too dependent on high 
taxes. We need to keep cut
ting spending in order to 
reduce taxes, while guaran
teeing the balanced budget. 
This will improve growth 
prospects." 

Uncertainty surrounds 
the complexion of the next 
government because nei
ther the centre-right forces 
once united under Silvio 
Berlusconi, former premier, 
nor the centre-left appears 
capable of securing an out
right victory. This in turn 
raises questions about the 
next government's ability to 

press ahead with the struc
tural economic reforms 
started under Mr Monti. 

Mr Grilli said, however, 
that the Monti government 
had taken care to ensure 
that it would be difficult for 
any future government to 
reverse recent reforms to 
the pension system, labour 
market and property taxa
tion. Moreover, Italy's par
liament had approved a bal
anced-budget amendment to 
the constitution under Mr 
Monti. 

"Part of this govern
ment's strategy has been to 
embed reform in the system 
so that it cannot be undone. 
Whoever is in place [in gov
ernment] in six months' 
time will have a predeter
mined pattern," he said. 

Mr Grilli said the govern
ment was preparing a priva
tisation programme under 
which local public utilities 
and large amounts of state
owned real estate would be 
put up for sale, with the 
aim of raising 1 per cent of 
GDP - or well over €10bn -
annually over a 10-year 
period. 

Mr Grilli acknowledged 
that the privatisation of 
public utilities, in particu
lar water companies, was 
likely to prove politically 
controversial. 

Last year, Italians voted 
in a referendum not to pri
vatise water companies. 

To solve this problem, Mr 
Qrilll said a first step would 
be to sell minority stakes to 
private investors. 

However, he said there 
was currently no plan to 
sell the state's residual 
holdings in Enel, Italy's 
dominant electricity pro
ducer, or Finmeccanica, the 
defence contractor. 
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