Italy’s small businesses call out for help
By Giulia Segreti in Rome

From goldsmiths to widget makers, entrepreneurs running the small businesses that form Italy’s economic backbone are calling on Mario Monti’s new government of technocrats to redress what they see as years of neglect under Silvio Berlusconi.

As Italy lurches back into recession, small and medium enterprises are crying out for help through tax reforms, more access to credit, and a clear industrial policy rather than the ad hoc measures pursued by the previous centre-right administration.
Corrado Passera, former head of Intesa Sanpaolo, Italy’s largest retail bank, will play a driving role in reforms as a new “super minister” combining industry, transport and infrastructure. 

While Mr Monti is under pressure from Brussels to take swift action to cut spending and raise taxes, his statements point to a focus on more long-term measures to lift the economy, which the OECD forecasts to contract by 0.5 per cent next year. 

“This government seems to be more attentive to our needs,” says Giorgio Aguzzi, founder of All Gold, a goldsmith in Pesaro, crossing his fingers. 

With only eight workers, Mr Aguzzi’s company is typical of more than 4.3m micro, small and medium enterprises (SMEs) that account for 69 per cent of private sector jobs and produce 71 per cent of the country’s GDP. Italy has the highest proportion of micro and small companies in Europe, with 4.1m businesses employing fewer than 10 workers each.

Associations such as CNA – representing artisans and small and medium businesses – have teamed up with Confindustria, the main employers’ lobby, to set out a manifesto. Proposals include pension reform, a 0.15 per cent tax on private wealth above €1.5m ($2m) and sales of public assets.

But smaller companies fear their needs will be overshadowed by the powerful lobbies of the big corporations, some of which are still state-controlled. 

“It seems that we are asking for too much, but we are the bulk of the economic fabric of the country. We should not be put in second place,” says Mr Aguzzi.

Aware that this is not a moment to reduce one of Europe’s most crippling tax burdens, Ivan Malavasi, chairman of CNA, is pushing for tax reforms that would favour investment and reduce production costs.

“We want legality and fairness,” says Sandro Fabri, an entrepreneur from Forlì, north east Italy, condemning the “national sport” of tax evasion which contributes to a black economy valued by the national statistics bureau at about 17 per cent of GDP. 

The credit crunch is also hitting small firms with soaring borrowing costs and a scarcity of loans. “What is absurd is that many small companies need loans in order to pay taxes,” says Mr Aguzzi.

The Bank of Italy has warned that bank lending to companies is set to gradually decrease in coming months. Monza’s Chamber of Commerce calculates that 120,000 companies have gone out of business or failed in the past 12 months nationwide. 

The Monti-Passera reforms are expected to remove the artificial restraints that encourage many companies to stay small, preventing them from competing with generally larger German and UK companies by investing in research and development and expanding abroad. 

“We are not strong enough on our own, and it is really hard to open up to new markets,” admits Mr Aguzzi, urging more support from the state.

Other complaints are time-consuming bureaucracy, a painfully slow civil justice system, and average delays of 180 days in getting payments owed by state companies. 

Giorgio Tabellini, owner of a Bologna company producing safety components for machinery, says the previous government “only did damage by generating confusion”, despite its trumpeted “ministry for simplification” which Mr Monti abolished.

Such factors led the World Bank to rank Italy 87th in its latest global “ease of doing business” survey – behind Mongolia, the Bahamas and Zambia.

