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1. The following paper will focus on specific aspects of the economic recovery of Trieste during the ten years (1945-1954) of military occupation by the Anglo-American forces of the city and its surrounding territory
, which followed Italy’s surrender and  the temporary occupation of the nazi arm – the so called AMG, Allied Military Government. The war had ravaging effects on this region, especially on his staple activities: the commercial ones, for the previously highly efficient port had been almost paralyzed by the number of ships and vessels bombed and/or sunk on purpose in its waters; the shipyards, badly damaged; the refineries the structures of which had been almost totally destroyed. Moreover the peace opened a long period of uncertainty about the political destiny of the city: its territory had been violated, as separated as it was in two zones: the A Zone ruled by the Allies, the B Zone by the Yugoslavians. But, in addition to the compulsorily breaking of a previous organic economic unity, the new iron curtain separated the city and its port from their prewar economic background. The Peace Treaty, unable to solve the conflict between Italy and Yugoslavia for the control of the entire territory, protracted temporarily such a separation, which on the other hand was definitively confirmed in 1954, when zone A (by 1946 FTT, Free Territory of Trieste) was assigned to Italy and zone B to Yugoslavia.


Within such a framework the sectors analyzed in the paper – energy, oil in particular, and public utilities – played quite an important role: the first showed itself not only as the most dynamic firm either regard  growth or innovative activity of the whole FTT economic system but also, in the case of the Aquila refinery, in the entire oil sector of the country; the second, being a municipal concern but actually covering with its services the entire territory, received particular attention by AMG, fully conscious of its crucial social feedbacks. 

The paper is composed of 4 sections: the next section will furnish a synthesis of the main questions related to the economic transformation of the A zone throughout the period; section 3 will be devoted to recovery and growth of the public utilities sector and section 4 to the development of the downstream activities of the oil sector, particularly refining.

2. The paper stems from a larger research project devoted to the reconstruction and the assessment of the economic policy of the Allied Military Government  in Trieste. The main object of the research is to verify the conventional hypothesis  that occupation marked a protracted phase of economic uncertainty and stagnation in the economy of the city.  This would have been the consequence of the primary attention paid by AMG to political and ideological issues, to which the economic reasons would have bee subordinated: namely the policy of containment and the preservation of the territory as a free country of western civilization to be returned eventually to Italy
. In this perspective, the most important social-economic aim pursued by AMG – to reduce unemployment –  was as well to be seen basically as a means to reduce social conflicts and to push away the danger of communism . The negligible results reached  with  the recovery and renovation of the industrial system and the poor productive performance of the period, unavoidably provoked by this policy,  would explain the long decay which followed the allied withdrawal of 1954. 

The hypothesis has never been convincingly demonstrated: it rests essentially on judgments and impressions advanced by contemporary observers with evident ideological bias, particularly pro-nationalistic, who, on the one side, had to bear the delusion of the definitive loss of that part of the territory which since the end of the war had been ruled by the Yugoslavian, and, on the other, had under their eyes the evident slowing down of the local economy  as compared to the booming of the Italian one
. Thereafter no serious quantitative and/or qualitative attempt at analyzing the transformation of the economy of the entire period has been produced by  the few historians who took care of the issue, primarily concerned once more with the political and diplomatic aspects of the story
. However, as crucial as Trieste could be for the containment policy of the cold war, it could not but share the basic post war features experimented by all the other countries staying on this side of the iron curtain: among these, the economic ones – relief and recovery – have to be considered quite fundamental, either before or after the inauguration of the European recovery program
. 

On the whole the AMG’s economic policy  is criticized primarily for one reason: to have been unable to individuate and pursue an adequate and original model of growth and development for Trieste and its territory. At first AMG would have clung exclusively to a policy to prevent disease and unrest; then, after the beginning of the ECA aid, it would have given up too rapidly to any wide range program of economic intervention, going back for political opportunism to the previous short-term policy: namely the pursuing of law and order by sustaining employment through the easiest  way, namely public works and insane support to the staple activity of the region, shipyards.

As provisional as it is, the research has so far produced results which do not fully support such an hypothesis:

1. Almost since the beginning of the military government the Anglo-American administrators were fully conscious that the case of Trieste was a special case of occupation by the Allies, as this was bound to be much more protracted than most of the others. Therefore  after the constitution of the Free Territory of Trieste in September 1947 it became evident that – quoting from an original AMG document – “in view of the length of time AMG had been left in the field it became necessary to interpret disease and unrest somewhat more broadly”
 . Such a peculiarity would have continue throughout the entire life of the FTT, and would have been often emphasized by AMG in the correspondence with the representatives of ECA. 

2. With its inclusion in the ECA program as an autonomous participating country, FTT experienced the same kind of  contrasts and conflicts among competing powers (national governments, single ECA missions, ECa central office in Paris, ECA headquarters in Washington, Us government) which have been analyzed by the most recent and shrewd historical research
. In the case of Trieste further tensions should be reckoned: between AMG and the municipality, AMG and the Italian government, AMG and local vested interests and the more threatening one, between AMG and the Yugoslavian government. 

3. A further element of discussion regards the actual pace and time of the recovery of FTT: the positive economic cycle comprised between autumn 1948 and autumn 1951 has been insofar overlooked, to emphasize primarily the following depression, the one which could throw shadows on the behavior of GMA. However one must keep in mind  that whilst the positive cycle was earmarked by the actual  lavishing of ERP aids, the following stagnation was characterized by the end, de facto, of the direct aid: this aid was halted six months earlier than in the other participating countries, as a result of pressure from the ECA mission in Rome and especially from the Italian government, aiming at bringing Trieste back city under its control as soon as possible. Just in the ERP period, FTT could benefit from a flow of grants – food, raw materials, oil  and coal – amounting to 37,5 million dollars, a flow which had the notorious multiplier effects on the economy via the counterpart funds: moreover Trieste was, together with Belgium, the only participating country to employ the entire lire fund in industrial investment
 Nor one can forget that in the previous year as many as twelve further million dollars flew to Trieste under the Interim Aid program, although the counterpart funds originated from these could be reserved exclusively to relief activities (such as hospitals, public works etc.).

4. If AMG had been unable to produce any convincing economic long-term program for Trieste, as so far generally maintained, what one should say in realizing that  fifty years after no convincing solution has been offered yet, either at the local or the central level of government, to the long-lasting crisis of the city and its surroundings?  As a matter of fact the city of Trieste and its territory had been awarded to Italy at the end of WW1.  This meant an even larger pumping of subsidies into the territory than Austria did: the new port of Duca d’Aosta was built to develop Trieste as a center for the oil industry, the industrial center of Monfalcone was developed, the shipbuilding industry was first highly subsidized, then practically rescued when it came under the control of IRI. It was the opinion of the Allies «with the passing of the Austro-Hungarian Empire the “raison d’etre’” of Trieste largely disappeared». Besides, the temporary solution given to the question of Trieste with the Morgan-Jovanovich agreement (the creation of two zones) and the setting up of the FTT «created an air of uncertainty which in turn […]produced such letargy in the local mind» that even «the natural resilience of a people to put their house in order is lacking» 
. 

3. Although different in nature, the involvement of AMG into the destiny of the oil sector and public utilities was a clear symptom of the importance attached to their recovery for the general welfare of the A zone. Public utilities – water, gas , electricity and urban transportation – were entrusted to a municipal concern, Acegat, whose activity was extended to the entire A Zone. Therefore it assumed almost the character of a public enterprise, acting in  so delicate a sphere to create an evident, immediate feedback between the efficiency of its services and the sentiment towards the government of the public whom they were addressed to. Firms operating in the oil refining and distributing sector were on the contrary private concerns and as such exposed to the market rules, as much atypical – and quite not competitive – as the oil market was in postwar Italy
. As a consequence, in the first case there was the direct AMG involvement in Acegat, in that it was the ultimate referent of the Commune, with all the managerial and financial resulting burdens and (possible) benefits connected to such a situation; in the latter the behavior of the local oil companies had only indirect effects by affecting the well-being of the FTT community through its impact on employment and, most of all, the monetary flows it generated. In any case there was a clear consciousness in the Anglo-Americans of the importance of the oil sector for the local economy, a fact which can easily proved by a great number of original AMG documents.


The years 1945-1948 were extremely difficult for Acegat. Between June 1944 and February 1945 its plants, buildings and installations were bombed five times suffering damages for about 90 millions of current liras (an amount which corresponded almost to the yearly turnover). Damages concentrated particularly in the structures located at Broletto, which represented the pulsing heart of the entire system of public utilities. Moreover the whole network almost collapsed: during the war even the routine maintenance of the plants had been reduced, not to speak of the extraordinary one, as the necessary depreciation allowances could not be complied with. Gas distribution practically stopped after the bombing of February 1945, at first because of the damaged plants, then for absolute want of coal. The grid system was overloaded and worn out, so that sudden stops in the distribution were frequent. As to public transportation, whilst passengers were rapidly increasing, the number of cars diminished from 195 to 161: as a consequence the number of passengers for car/year more than doubled, a phenomenon made easier by the paltry tariffs. As a matter of fact it was precisely the block of tariffs common to all municipal services, together with the technical problems just mentioned, to undermine the balance sheet. The President of the Commissione Amministratrice as early as June 1945, was worried even for «the financial survival» of the municipal concern
. This survival could actually not be assured by its internal resources. Until 1949 the income statement registered very heavy losses: the primary deficit, which in 1946 skimmed 35% - a total revenue of 554 million liras as compared to a total cost of 845 million – kept around 15-25%
. The gap between increases in tariffs and increases in costs was protracted until 1949, essentially for evident political reasons, even if the management of the municipal enterprise, complaining for their level, much inferior to the one shared by the main Italian cities, kept on asking the Commune for adjustment. The situation was made worse by the too slow reconstruction of the damaged plants and structures, the protracted strongly insufficient delivery of gas and, at times, of electricity, while the much wanted renovation and modernization of the installations which survived bombing was hindered by revaluation coefficients which by law were much inferior to the actual level of depreciation.


It was the military government to give the resources necessary to rescue Acegat. Since the late 1945 AMG started financing its deficit through a special “Financing Account by AMG” in order to balance in the financial statement the account  “Losses 1945-1949”: the greatest loss – L. 1.224.000 –  was reached in 1950, that is at the end of the most dramatic period of the municipal concern
. Therefore, since the very beginning of its administration – and at least one year earlier  than the creation of FTT – AMG realized the critical importance of Acegat and, possibly, of a good management of its activities both to meet citizens expectations and to assure an efficient resources allocation. It was exactly the goal of adding efficiency to the almost paralyzed public utilities system to represent one major exception to that simple program of preventing disease and unrest conventionally attributed to the initial policy of AMG. Thus, for instance, the AMG Chief Economist observed in October 1947:


For two years this concern [Acegat] has continued to function without creating a major problem. It is nevertheless in a bad way, is costing the exchequer a great deal of money and giving only mediocre service . The rehabilitation of Acegat is essential ultimately and any expense involved can be justified on that ground. It cannot be said however that unless this reconstruction program proceeds the service will cease to function, and that such a reconstruction is necessary to prevent disease and unrest. The repair and reorganization of Acegat was however strictly recommended by the Finance Commission to the Council of Foreign Ministers. This is a borderline case and though not of the first priority should be examined among the projects which will be discussed later for providing employment.


Two questions worried mostly AMG
. The first one was gas distribution, as this was suspended for almost a year in 1945/46 and then, although restored, could furnish only a limited quantity, moreover of bad quality: it was produced by the ILVA cokeries, the only producing plants still in operation, since the blast furnace had been shut-down. Besides, as the old gas-holders were very much deteriorated, it was almost impossible to constitute proper gas reserves so to warrant a constant flow at least. A direct consequence was a much increased demand of electricity, both for home and non-home uses, which loaded further the electric system already overloaded and in very bad shape therefore provoking frequent stops of the distribution. It was necessary to wait until the late 1947 arrival of a certain amount of coal under the US Relief Program in order to warrant at least an eighteen hours daily supply
. The second major AMG worry originated by its absolute lack of control on the sources of electric power. After the Peace Treaty these occurred to be out of the FTT boundaries: the former Selveg power plants on the Isonzo river were now in the Yugoslavian territory while the Sade plants of the Venetia region where beyond the Italian boundary
. Before the war all these plants constituted an organic system, which met completely the entire demand of the region now corresponding to FTT (about 120 million kWh): the steady energy supply coming from the big Venetian reservoirs were used to integrate the Isontinian discontinuous production, as conditioned as it was by the very irregular water regime of the river. Actually the Peace Treaty tried to warrant through a proper enclosed document the indispensable supply of energy to the territory. However for almost three years the situation kept on being highly uncertain: the coordination of the electric system was by that time broken, the Yugoslavian showed themselves unwillingly to fully respect the agreement and Sade made continuous claims over energy prices. Finally during the summer of 1949 an agreement was signed between AMG and Sade by which Sade took the engagement of satisfying  the entire demand of FTT at a reasonable price
.


The recovery policy of Acegat undertaken by AMG went beyond the deficit financing: direct support to the reconstruction of destroyed or damaged plants was given as well as to the renovation and modernization of structures. In this respect, for instance, a 1950 government decree opened a temporary special Fund for the renewal and modernization of plants to balance the insufficient revaluation rates allowed by the Italian law. In spite of these active intervention, AMG never  gave up to serious efforts of bringing Acegat accounts again under control, as shown by the intense correspondence between the technical direction of the municipal firm and the Public Works and Utilities Division of AMG
, where each decision tried to be made on the basis of technical and economic efficiency criteria. The real attitude of Anglo-Americans can be grasped from the minutes of the Administrative Commission of Acegat: almost every month this Commission had to reckon with the rigorous auditing exerted by the Price Control Commission of AMG. The positive shift occurred on the turn of 1948, in correspondence with the raising of FTT to the dignity of participating country to the ERP program. In May 1949, Lt. Gen. Alexander, the chief of the just mentioned Division of AMG, promoted a few meetings with the firm’s top management aimed to the definitive balancing of its accounts. He promised he would engage himself in obtaining  the financing of a loan to the municipal concern from the top representatives of the ECA mission in Trieste: in exchange for this he asked the Commission to adjust tariffs to costs, since he thought the municipal firm should have been managed «with exactly the same criteria of a private undertaking». His proposal was soon accepted, as in few days a scheme of increased tariffs was presented to the Commune, which eventually were scaled on the ones allowed in Italy by CIP (the Inter-minister Price Committee): the increases - which augmented gross revenue of about half billion liras - came into force at the end of the year. However, already at the end of May a special financing of 50 million liras was obtained to reconstruct the firm warehouse at Broletto
. Then, in the following October, the President of Acegat could announce to his fellows managers that - after a long negotiation with GMA and the ECA mission –  a loan of about 2,5 billions liras would have been granted  to the Azienda Comunale
.


The loan – divided in two parts issued respectively on December 1950 and September 1951 
– would have affect a number of new plants and structures, to be implemented within June 1952
: about 350 million liras would have been invested into general basic services, such as the enlargement of  the central warehouse, the construction of a machine-shop and the building of a new refectory; the gas activities would have received about 540 millions for the construction of a new 100.000 mc gas generator and new control and regulation plants; 600 millions would have been invested in the water division  to potentiate the already existing Randaccio aqueduct, the enlargement of  the reservoirs and a new water raising station; the transport division received about half billion liras to be invested in new cars, in substituting tramways with filobus and in the extension of the transport-lines; finally the electricity sector could benefit from a 250 millions investment into the strengthening and extension of the grid in the suburban area. The last intervention in particular had also a political aspect. The electrification of the rural hinterland was strongly supported by AMG to bear comparison with – and to beat the political propaganda of – the effort exerted by Yugoslavia with regard electrification of the border area
.


Both the increase in tariffs and the ERP aid opened a new phase in the story of Acegat. While the modernization program was rapidly accomplished
, the 1950 income statement showed profit – 10 million liras – for the first time in seven years. The positive trend would have continue in the two following years, to reach quite remarkable values (about 500. million liras yearly), but in 1953, just when it became clear that the AMG experience was getting to an end, profit was once more dangerously low. This could be explained by a number of causes: a slowing-down of the natural trend of growth of consumption, induced by the unfavorable economic situation, the increase of the salaries of the personnel, the newly originated gap between costs and tariffs. Although claims for new adjustment started to be advanced by the municipal concern, this at the end of 1954 had not been allowed yet, making for a new huge deficit (£ 578.000.000) in the income statement of that year
.


4. As already said, Trieste had a good tradition in the downstream activities of the oil sector. This went back to the 1891 edification of the Raffineria triestina Oli Minerali, located at S.Sabba, a section of Trieste. Thanks to its possibility of exploiting the Galitian oil, the refinery became soon one of the most important of the entire Asburgic Empire. After WW1 Austria’s defeat, the refinery passed into Italian hands
. Having lost its sources of crude, it found itself in bad shape; then in the early ’20s it was rescued by the Società Italo-Americana per il Petrolio (SIAP) of the Standard Oil Group and supplied with American crude. In the Thirties a new bigger refinery was constructed in Muggia, closed to SIAP: the Aquila refinery, whose capital was subscribed by a composite group of local and non local investors (FIAT included), had a working capacity of 350.000 metric tons and was equipped with very modern plants. In the prewar years Aquila together with the old SIAP had transformed Trieste in one of the most important loci of the energetic industry of the country, the production of which supplied the northeastern market of Italy as well as the Balkan market.


Both refineries were heavily damaged by bombing: Aquila suffered five air incursions: during the worst – on June 10th, 1944 – about 150 bombs were released on the refinery, which set on a three days fire. Both  refineries, however, were quite speedily reconstructed thanks to private funds and, in the case of Aquila, also to government funds: therefore in summer 1947 both could resume production. Aquila in particular operating on behalf of the Comitato Italiano Petroli – which had been created in 1944 in order to provide supply and distribution of oil products to the war-injured country – reached soon its pre-war productive capacity. In the period May-December 1947 its production had been about 245.000 tons,  while in 1948 the pre-war productive record was surpassed, thanks to a production of more than 400.000 tons which was second only to the one of the Anic refinery in Brindisi: Aquila thus covered 18% of the domestic production of mineral oils and derivatives. In 1949 it worked at 100% of its capacity and refined about 22% of the crude processed in Italy; it gave employment to more than 500 persons. With regard to SIAP, this smaller refinery recovered completely by 1949: in that year it processed working at full capacity about 115.000 tons of crude and its work-force amounted to about 350 employees
.


Refined products as well as crude on behalf of UNRRA and the Anglo-American armies kept on passing through both the Trieste refineries until the end of 1948, but the basic supply sources had moved from the US to the Middle East. In 1949 oil had become the principal commodity moved in the city harbor, while crude had surpassed in value even cereals as the main import on ERP account
. Therefore the oil activities had beneficial effects – both direct and indirect – on the economy of the A Zone: perhaps the most remarkable was that the crude to be processed was paid with ERP dollars, but its sale to the refineries came to augment in a remarkable way the Lire counterparts fund, which in turn gave life to investment in new industrial projects; not to forget that the overwhelming part of the refined products was sold for dollars outside the FTT. Thus oil movements came to dominate almost since the beginning the Zone balance of payments
.


At the end of 1948 the recovery and modernization of the lubricating oil plant and the chemical refining plant increased the working capacity of the Aquila refinery to more than 600,000 tons: this value however was beyond the actual capacity assigned to Aquila by the Italian Minister of Industry and the OECE Oil Committee, which was fundamental for the allocation of the crude supply
. Actually Aquila had to wait until June 1950 to have officially recognized such an increase of capacity, but counting on the AMG support, kept on following the aggressive strategy of growth based on innovation followed since its birth. In this respect a decision made in the spring of 1948 looked particularly important: thanks to an investment of 5 billion liras, financed fifty-fifty by an ERP loan and by internal resources, Aquila started to build a new big plant with a daily working capacity of 350 tons to produce high octane gasoline and special lubricating oils. The new installations - entirely constructed under licenses of several American companies
 – put Aquila on the technological frontier of the time, turning the Trieste refinery  into “one of the most up-to-date refineries in Europe”
. ECA showed itself quite generous: the ERP facilitated loan corresponded to 93% of the actual request and covered 15% of the total amount granted to the entire oil sector of Italy. It should be noted that the financing procedure had been started before the recognition of FTT as autonomous participating country; therefore it was entirely managed and warranted by the Italian Istituto Mobiliare, the same institution which acted as supervisor in all the other cases of industrial financing in Italy
.


The new plants by the way increased the refining capacity of Aquila to more than 900.000 tons, a capacity which was promptly recognized by AMG, but was 50% higher than the one assigned at national and European levels. This opened the way to a long quarrel with the Italian Minister, which was charged by Aquila with discriminating policy toward FTT and its undertakings: as a matter of fact at first Italy refused to recognize the increase of capacity, eventually accepted only in the summer 1953
. But at that point Aquila had gone even further: thanks to a new 1.25 billion liras loan obtained from the ERP revolving fund it had constructed a new distillation plant and in 1954  inaugurated an innovative catalytic cracking plant with a daily working capacity of 800 tons (once more on American license): thus its total capacity had grown to more then 1,5 million tons a year. As consequence also the tension with Italy increased, being probably further aggravated by the creation of ENI, the public concern for energy which clearly showed that the country Government was embracing the cause of State intervention in the oil activities. The way was opened to the exit from the company of the local capital and just a little later of FIAT. As a consequence the company passed under control of the French CFP (later Total). The real motives of such a decision have not been yet sufficiently investigated and deserve further research. However the fact is that the local entrepreneurship abandoned the challenge, even if up to that point it showed quite profitable

In my opinion such an outcome underlines once more the entrepreneurial weakness of the local capitalism. This  was a sort of structural feature of the economy of Trieste: since the XIX century help from the State (either the Asburgic Empire or the fascist Italy) characterized the feeble path of the local economy to growth,  but probably hampered the actual development of the area. Not even the GMA was able to put a remedy to such a structural weakness, in spite of its attempts at furnishing technical and managerial support to the local economic activities
. In the two cases just analyzed, the GMA experience marked - although in different ways – the relaunching of the two enterprises; its closing the beginning of new difficulties for both.
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� The report of the trip to the US of the technical director, De Pastrovich  and the following negotiations with American companies can be red in Archivio di Stato di Trieste, Fondo Aquila, Miscellanea Raffineria Aquila fino al 1961, busta 3,  Note sul reforming e sugli impianti lubrificanti a seguito del viaggio negli Stati Uniti, Trieste, 7 luglio 1948


� Annual Economic Review 1949, loc.cit. p.7


� Giorgio Lombardo,  L’Istituto Mobiliare Italiano. II. Centralità per la ricostruzione, 1945-54,  Bologna, il Mulino 2000, tab.A.14


� All the documents relating to that quarrel can be found, not yet classified,  in Archivio di Stato di Trieste, Fondo Aquila, Miscellanea Raffineria Aquila fino al 1961, busta 3.


� L.Wilkinson, Confidential Report on Technical Assistence to Trieste, in NA, RG331, AMG-BUSZ/FTT, Office of Militar Governor, file 304.
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