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QEJECT. : Italy's "P-2" Masonic Lotze Scandal--Its Likely Inplications . °

The scandal currertly dominating 1talian politics revolves around allegations
that a large number of key government, military, business, academic and press
figures are involved with a Masonic lodge--known as “Propagama Nue' or '"P2'--
which is portrayed as a ''secret power conter't counterposed to Ttaly's political
and econamic institutions. : . i

3
The Charges

-- Charges that "P-2" mewbers were linked to a varicty of illegal
activities, inclwling btank fraud, sparked several inves:igations
of the lodge's Grand Master which have turned up membership lists
purporting to sho: that close to 1000 irportant Italians are
associated with 'P-2."

-- No evidence has been made public tying any high-ranking official
to questionable activities attributed to the lodge, but public
opinion--spurred by the press--has scized on "P-I" secrecy as
circumstantial evidence of a conspiracy that is at the heart
of Italy's wmany preblems. ‘

The Impact _
- Most of the officials linked to the lodge have denied being
members, but the shadow of suspicion convinced ore cabinet

member to resign and prompted the suspension cf Rome's security
service chiefs.
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-- Moreover, the govermment was forced 1o resign wher the pivotal
Socialists rejected Christion Duwwratic Frime Minister lorlani's
offer to rumove the impjicatad minicters to minimize the political
fallout from the scandul). :

-~ Forlani is attoroting to recon tituvie h™ four party coalition but
orobably will fail because Liix Christing Domocrats refuse io
bow to Sociulist demunis to lead a rew poverment as the price
for their support.

Forlani is likely tc comtinus iw o carctaker capacity through
important local elections later this month when the Socialists
are expected tu take their case to the voter.

If the local clections fail to pbreak the deadleck, national elections
probably would be scheduled for the fall as the only remaining
way to resoive the impasse,

The Implications

-- The continued inability of tle Christian Democrats and Socialists to
come to terms could convince onc or thc other, as a last resort,
to offer the Comumists a role in the governing process, probably
short of cabinet scats, in return for supporting its efforts to put
together a govermment.

-~ In the interim, thc Cowmmists are likely to continue to oifer,
at least tacitly, their support to the Socialists in the hope of
dvlvmg 3 wadge between thom sl their fomcr govemmg p:-rtners.

o

-~ In the short toim, we mu,ht capev: L the rcnvu 1ssions of t}*c Masomc
scandai to inc hnle heightened danestic violence, as !taly'< terrorists
seek to play on the general confusion.

-- The absence of a governing mujority will sct back ctforts to stabilize
the econowy, 215 key deflationary policios remain on the drawing
board.

-- A public announcement of the site for the growx! Jaunched cruise

~—missiles vhich are a part of NAIU's INF program probably will be
postponed, but necessary technical studxcs will continuc without
interruption. )

~- Assuming he woere -:.ull the caretaler, Forlani would adopt a low
profile at the Ottawa Summit and use the unsetticd domestic
situation as an eacuse for avoiding firm conmitments.
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The Outlook

-- 1t is pot clear whether the Fortuni government will be the major
casialty of the affair, ‘Ihere miy be further forced resiypnations,
~but the scamlal is not likely by atscll cver the lang tam to
disrupr Italy's demeceratic institutions or ruling clite.
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-- In the short run, however, the scandal has damaged the Christian
Democratic-Swcialist governing alliance.  Unléss. these parties
can agree on the terms of their relationship in any future 770
government, Italy almost certainly will be in for a succession
of governments more likcly than cven the largely incffectual
Forlani govermmcnt to postpone decisions on important domestic

‘ and foreign policy issues.
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