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ABSTRACT

At the moment of Italian political unification, the Mezzogiorno (i.e.
Southern Italy) was affected by a deep institutional change and it
entered the wave of financial market openness, attracting all forms
of investments from international capital markets. Naples - after
having lost its previous role as the Bourbon kingdom'’s capital city —
enabled projects of large scale urban planning, beginning with
basic public utilities. In this process, public and private lighting
was chronologically the first area of interest — parallel with railway
development planning — where international finance played a role.
As evidence of the dynamics which brought this peripheral European
area into the orbit of the first globalisation, this article addresses the
complex business of energy supply in Naples - between 1862 and
World War | - both from the point of view of its financial dynamics
and the parallel evolution and organisational characteristics of the
business actors involved. The Social Network Analysis (SNA) will
support the reconstruction of the diversified and transnational
businesses which the Neapolitan energy business was integrated
in, at the same time giving evidence of both the bindings linking
legally independent companies and the multiple relations between
the actors involved. The transition from gas to electricity during
this time marked the transition from weak to strong corporate
ties according to the evolutionary trends both of technology and

international financial markets.

1. Introduction
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Since the 1850s, and more intensely from the 1860s, in the European ‘capitals of capital;’
processes of both concentration and export of capital occurred. From European primary
financial places, capital flowed toward peripheral countries — most in the form of foreign
direct investment (FDI) - to facilitate industrialisation, technology transfers and infrastruc-
ture development, thus exploiting new investment opportunities besides those traditional
in trade and sovereign bonds.? This way an increasingly integrated transnational finan-
cial-economic space gradually took shape. Along the patterns of these investment flows,
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208 M. C. SCHISANI AND F. CAIAZZO

financial actors, entrepreneurs and high technicians crossed over borders shaping dense
transnational inter-corporate and inter-actor networks, generally functioning as coopera-
tively organised business forms halfway between markets and hierarchies.? These multina-
tional enterprise-type investments carried ownership and control across borders, this way
becoming one of the basic elements in the making of capitalism's first distinctive feature
of globalisation.

As stressed by the literature,* at the moment of its unification, Italy — a long time in the
orbit of foreign capital - fully entered this wave of globalisation. Lacking both capital and
technological resources, Italy became an FDI recipient. On one hand, the economic poli-
cies of the liberal modernising governments strongly increased strategic initiatives aimed
at promoting infrastructure investments. On the other hand, both the capital cities of the
pre-unification states and the main urban centres underwent dramatic transformations as a
consequence of the major systemic changes which occurred. They were generally concerned
by the expanding networked city model,® in promoting urban planning and public utilities
projects on a large-scale, so broadly attracting foreign investment.®

Naples - finally freed both from the restraints of the Bourbon kingdom and the Rothschilds
financial control” - was the biggest Italian city in terms of inhabitants (447,075 people)® and
it still represented the main political, economic and financial centre of all Southern Italy.
Furthermore, thanks to its geographical position, it was considered as a strategic hub within
transnational projects of transport networks in the French vision for a ‘Mediterranean sys-
tem’? Its backwardness in infrastructure and local entrepreneurship brought international
groups to make investments themselves, taking up the numerous profitable opportunities
opened up by broad-ranging urban planning projects (i.e. railways, harbour, expansion both
of eastern and western areas of the city, public utilities such as lighting, water supply and
distribution, and urban transport)." From 1862, public and private gas lighting was chron-
ologically the first field of investment — parallel to railway development planning - where
international finance played a role.

As evidence of the dynamics which brought this peripheral European area into the orbit
of the first globalisation, this article addresses the complex business of energy supply in
Naples — between 1862 and World War | - both from the point of view of its financial dynamics
and the parallel evolution and organisational characteristics of the business actors involved.
The whole Naples energy business gravitates towards the gas company, the Compagnie
Napolitaine pour l'éclairage et le chauffage par le gaz (CNG) - founded in 1862 thanks to foreign
capitalists — that was one of those few big European gas companies choosing to diversify
in the electricity sector,' then founding, in 1899, the Societa Meridionale di Elettricita (SME)
the future leading company of one of the five Italian regional monopolies (Sip, Edison, Sade,
La Centrale, and SME).

Thus the article focuses on the technological and financial crossroads between gas and
electricity in Naples, which was in its turn a strategic crossroads between two of the most
important and long-lasting Neapolitan companies (CNG and SME) for the control of the local
energy market. The article will investigate this seamless integration between gas and elec-
tricity business by reconstructing and analysing the network of actors involved (promoters,
founders, international and local shareholders, directors, bankers, technicians) underlying
the changing business organisation forms that the Naples energy sector experienced during
the period 1862 to 1919.

’
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The critical importance of focusing on relationships between strategic actors, if con-
sidering the business organisation forms, is essentially suggested by the literature itself.
Research results suggest that clusters of actors linked by different forms of relationships
(including ownership relations, co-directorships, ethnic, religious, kinship ties, legal and
technical competencies, financial expertise, etc.) always play a key role whether referring to
system-building processes of technological systems,'? or relating to the organisation forms
of business groups,' or, finally, with reference to business organisation forms linked to inter-
national capital flows such as multinational enterprises, in their development pattern from
freestanding companies to corporate groups (shaped as holding companies).™

Furthermore, the many studies on interlocking directorates as well as those on corporate
networks' — as fundamental aspects of countries economic organisation and corporate
governance systems — have increasingly strengthened the importance of investigating the
systems of actors which economic action is embedded in. The way actors and firms relate
and interact within corporate networks is crucial in revealing the interdependence between
firms, economic elites, banking and financial system, structures of control and competition,
through which scholars explain power structures within the different national varieties of
capitalism.'® Italian scholars taking an active part both in national and international debate,
have also highlighted the peculiar structural characteristics of the Italian corporate system."”
Furthermore, with the support of the Social Network Analysis (SNA), extensive interlocking
directorates have revealed the pervasive presence and importance of business groups within
the twentieth century Italian corporate system and - while assessing the collusive nature
of the Italian capitalism - have confirmed the central role of the financial sector (banks
and financial institutions) within the densely connected national networks in a long run
perspective.'®

Drawing on the results of the mentioned literature, the proposed micro case study of
the Neapolitan energy sector aims at adding a new tessera to the already rich mosaic of the
studies on the Italian corporate system. From the different perspective of the transnational
organisation of a complex business and dating back the period of analysis to the early times
of the Italian unification, the article aims to cast light upon the origins of those business
organisation forms which progressively took root in the national economic environment
starting from its very early stage of development. By combining historical method (research
and analysis of archival sources) with the SNA methodology (see section 2) - in order to
investigate the evolutionary dynamics of the international network which the two Neapolitan
companies (CNG and SME) were embedded in - the article will try to explain how the net-
work worked and if and how it mattered for actors to continue to raise finance for the local
businesses during the time and to keep unchanged the competitive advantages deriving
from their monopoly position in the Naples market. This way, even indirectly, the article aims
to offer some new insights to those who study the impact of multinational enterprises on
their host economies.

After the introduction, the second section describes the sources and the methodology
which the article is based on. The third section deals with the structuring of the international
business group which founded CNG. The following three sections examine the evolving
strategies of cooperation/competition between actors and sources of energy, describing
the transition from gas to electricity in Naples, as a transition from weak to strong corporate
ties according to the evolutionary trends both of technologies and international structure
of capital markets. The last section concludes.
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2. Sources and methodology

The case study of the Naples energy power companies (CNG and SME) well epitomises
how international and national business actors — mainly financial actors, given the capital
intensive nature of the sector itself — interconnected extensively within a cross-border space
necessarily variable over time, according to both the mobile flows of capital and technology.

This peculiar feature has demanded a spatialisation of archival sources, as well. They have
been collected by gradually following the defining network of origin ‘local’ places of the
actors involved in CNG's business, emerging from the research development itself. Starting
from the origins of the primal FDI in the gas sector and tracing the subsequent rooting
of international capital within the Neapolitan energy market as a space-time continuum
towards the electric power business, the article draws on a broad range of archival sources
complementary to those hitherto exploited by the literature on the Naples electric industry.*
New original documents made recently available by CNG’s private archive along with the
archival records collected at the Naples public archives: State Archive and Notary Archive,
the Enel (Ente Nazionale per I'energia Elettrica) historical archive, the Central Archive of the
Italian State (Rome), the French Public Archives: CARAN, CAEF (Paris) and CAMT (Roubaix),
the Paris Municipal Archive, the Paribas historical archive and the BGE of Geneva, have been
of crucial importance both for network data storing and interpretation.

The archival data have been stored using a large multi-source relational database,
gathering interrelated datasets on economic and socio-political individual and collective
actors operating in Southern Italy (and abroad) between 1808 and 1920.%° The database
IFESMez (Imprese, Finanza, Economia e Societa nel Mezzogiorno [Enterprises, Finance,
Economy and Society in the Mezzogiorno])*' has been tailored to meet the specific needs of a
wider and long-term research project based on the above mentioned transnational approach
for studying Southern Italy’s economic system.? IFESMez finally aims to reconstruct reliable
historical information on Southern Italy’s business structure over more than a century, in a
period when official printed sources were lacking. It has been created during two years in
order to collect data from Mercantile Courts (from 1883 onwards known as the Civil Court)
archival funds available in Southern Italy, starting from Naples. This primary source allows us
to collect data from official documents (including memoranda of association, balance sheets,
appointments of directors, etc.) provided to the courts by firms of any legal type (general
partnerships, limited partnerships and companies, cooperative firms, etc.), created or/and
operating in Southern Italy. This source represents the starting point from which to trace the
subsequent research pattern for integrating the database with information deriving from
other (local, national and international) archival sources, grey literature, publications (jour-
nals, books, etc.), electronic sources, etc. At present IFESMez contains complete information
about 2300 firms - exclusively created and/or operating in Naples and its provinces — and
almost 12,500 people for the entire two periods 1808-1873 and 1883-1888 and for the years
considered in the article.® This database links:

« actors to firms through relations based on actors’ roles within firms themselves, such
as partner, shareholder, director, auditor (members of the Collegio dei Sindaci), banker,
notary, high level technician (e.g. director general);

« actors to actors through relations based on kinship and personal ties;

« firms to firms through all forms of documented relations (cross-shareholding, other kind
of ownership ties [e.g. mergers and acquisitions, etc.], debt/credit relations, commercial
relations, etc.).
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Thus, IFESMez structure allows us to extract data which is to be treated according to the
especially fruitful approach to the SNA which combines the different concepualisations of
interpersonal and intercorporate theoretical approaches to interlock networks.?* This inter-
pretative perspective, indeed, taking up both the two approaches of class cohesion and
finance capital,® suggests the relevance both of personal and capital relations - as ‘the
principal control relations that surround enterprises?® - in analysing the wider social and
economic networks in which firms are embedded, even in the case of transnational corporate
networks and corporate elites.

The dataset extracted for this article includes all the existing actor-to-firm and firm-
to-firm relations, recorded in IFESMez, between 1845 and 1919 (that is from the first record
concerning CNG'’s founders to the acquisition of CNG’s majority stake by SME). This dataset
includes a total of 13,425 records covering the entire period.” After data have been analysed
on the basis of the reconstruction of the historical process relative to the case study,® only
four crucial years have been selected (1862, 1874, 1903 and 1914) in order to visualise the
evolutionary dynamics of the network surrounding the Naples energy business through
SNA tools:?* 1862, CNG's foundation; 1874, 1903 and 1914, crucial restructuring processes in
the organisation and functions within the network. The dataset used actually includes 860
records, regarding all firms (170) and all actors (310) involved within CNG/SME'’s network.*

To provide a fairly clear overview of the complexity of the system the article addresses, net-
work visualisation has been produced by loading the dataset in Ucinet6.3! To represent ties
among actors and firms, two-mode matrices (affiliation matrices) have been built, describing
ties between the two sets of items in terms of affiliation (which actors are affiliated with
which firms). Then, one-mode matrices (adjacency matrices) have been extracted (from
the two-mode ones) defining co-affiliation data regarding actor-by-actor and firm-by-firm
matrices, in order to highlight sets of relations connecting actors to actors and firms to firms.
Then, after having visualised network graphs, developed thanks to Netdraw, the texture of
connections both between actors and between firms have been completed by including
arrays of variables describing both attributes and relational properties of the nodes, relative
to kinship ties between actors and ownership or credit/debit ties between firms (extracted
from IFESMez).

3. CNG: a strategic node in the structuring of an international business
group over Italian political Unification (1860-1866)

Founded in 1862, CNG was a joint stock public utility company for Naples gas lighting and
heating supply. It aimed at expanding gas lighting throughout Naples by acquiring the assets
of the pre-existing Lyonnais Compagnie Pouchaine, which had been running the very limited
gas lighting business in Naples since 1841.32 Shaped like a freestanding company, CNG was a
French-directed Neapolitan-registered company:** it had its legal domicile in Naples (i.e. host
country), according to what the local municipality had demanded, and its head office in Paris
(i.e. home country), where the Board of Directors regularly met.3* Paris had indeed become
the leading European financial place for underwriting and quoting public utilities’ financial
assets within an area that was progressively being integrated with the French bimetallic
system (Latin Monetary Union, 1865) as well as the shaping of the administrative system.
It was in Paris that, within the 2nd Empire industrial and financial environment, the CNG
project was developed, thanks to French, Belgian and Swiss investors: the Paris-based general
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Table 1. Initial capital from the CNG Statute.

‘1) M. B. Parent en sa qualité d'un des gérants de la 2.845
maison Parent Schaken et C.ie, actions

2) M. Auguste Dassier 600
3) M.Vincent Dubochet 600
4) MM. Parent Schaken et C.ie au termes de l'article 6 des 500

présents statuts, pour paiement de la somme de 250.000

francs, entierement libérées

5) les autres actions sont réservées a I'ancienne Compagnie 455
Lyonnaise du Gaz de Naples, en paiement de la concession

particuliére de ses usines, terrains, canalisations, édifices,

matériel, appareils, mobilier etc., aussitot quelle en aura fait a

la Compagnie anonyme le régulier abandon et cession et ces

actions seront aussi entierement libérées

TOTAL 5.000

Note: The CNG's initial capital was 2.5 million francs, in 5,000 shares, single nominal value 500 francs. Source : Compagnie
Napolitaine d’éclairage et de chauffage par le gaz, Statuts, Paris, Imprimerie Centrale des Chemins de Fer de Napoléon
Chaix et C.ie, 1863, art. 6 and 7.

partnership Parent Schaken et Cie (P&S) - led by the two Belgian entrepreneurs Basile Parent
and Pierre Schaken respectively related to the Paris and Brussels financial milieu*> — and
two Paris-based Swiss businessmen, Vincent Dubochet and Auguste Dassier, both of them
linked to the Parisienne du Gaz (1855), the Paris big monopolistic gas company, prototype
of the groundbreaking financial, technical and contractual innovation in the French gas
sector (Table 1).3¢

On the model of this leading company, CNG, from its beginnings, operated as a monop-
olist within its exclusive supply area (i.e. the whole of the city), thanks to the concession
contract negotiated with the Naples municipality. This contract provided for CNG to build
gas plants and a distribution system (with the exclusive rights to lay underground pipes),
to operate these facilities for 60 years and then to transfer them to the Naples municipality.
Indeed, according to the concession system ‘a la francaise;*” the infrastructures property
was ascribed to the local authority, while the infrastructure construction and exploitation
was granted to the contractors for a lapse of time which could allow them to recover their
investment (i.e. capital and interest), according to the tariffs established by the contract itself
(i.e. the tariffs levied on users). Thus — differently from the English system, wherein gas works
were part of the industrial activity and infrastructure property pertaining to the companies’
assets - CNG's concession contract was a form of project financing aimed to finance the utility
project. Monopoly was indeed part of the guarantees which could accompany this kind of
public utilities contracts in order to grant fixed capital, including interest, to be recovered
through cash flows. According to this system, CNG's contract provided it with pre-emption
rights on future changes in urban lighting supply brought by technological innovation.®

Therefore, given the financial specificity of the concession agreement and the capital-
intensive nature of the big public utility companies, the promoters’ capability to draw on a
broad range of financial instruments and markets became crucial for public authorities to
select appropriate concessionaires.* In the Naples case, the gas concession was granted to
the P&S which was considered one of the leading French public utility venture promoters
with a solid financial expertise.® This partnership had carried out broad and coordinated
lines of investments in different business fields since the late 1840s, and — more than a dec-
ade later, when it came and invested in Italy - it was at the height of its expansion.*' This
construction firm — according to the Crédit Mobilier investment style — had indeed widened
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Table 2. Overview of the diversified businesses/firms, promoted or bound to the P&S.

Founders/Directors (the only

Sector of Type of ones who are functional to

Firms activity contract Headquarters  Year understanding the P&S network)

Compagnie du Railways Joint-stock  Paris 1845 Dassier Auguste, de Rotschild

Chemin de Fer Company freres, Delahante Boykette et Cie,

du Nord Ferrari duc de Galliera, Gabriel
Odier et Cie, Hottinguer et Cie,
Laffitte Blount et Cie, Mallet Louis
Jules, Parent Basile, Pereire Emile

Compagnie du Railways Joint-stock  Paris 1846 Baring brothers & C, Bartholony

chemin de fer Company fréres, Dassier Auguste, de

de Paris a Lyon Rotschild fréres, Delahante
Boykette et Cie, Ferrari duc de
Galliera, Gabriel Odier et Cie,
Hottinguer et Cie, Laffitte Blount
et Cie, Lebeuf Louis Martin (Lebeuf
de Montgermont's father), Paccard
Dufour et Cie, Parent Schaken et
Cie, Pereire Isaac

Compagnie Railways Joint-stock  Paris 1852 Blount Edward, Brassey-Peto-Betts,

des chemins de Company Parent Schaken et Cie, Schneider et

ferde Lyon a Cie, Talabot Paulin

Avignon

Chemin de fer Railways Joint-stock  Paris 1853 Manby Edouard, Parent Basile,

de Cordoue a Company Talabot Paulin

Seville

Compagnie du Railways Joint-stock  Paris 1854 Chatelus Benoit Charles Antoine,

chemin de de Company Daru Paul, de Morny Charles,

fer Grand-Cen- Delahante Adrien, Delahante

tral de France Gustave, Donon Aubry Gautier et
Cie, Ferrari duc de Galliera, Fould et
Fould Oppenheim, Parent Schaken
et Cie, Pereire freres, Société
générale du Crédit mobilier

Chemin de Railways Joint-stock  Paris 1854 Bartholony Francois, Blount

ferde Lyona Company Edward, Kohler Christian, Parent

Genéve Schaken et Cie

Compagnie des  Railways Joint-stock  Paris 1855 Dubochet Vincent, de Rothschild

chemins de fer Company James, Ferrari duc de Galliera,

de I'Est Parent Schaken et Cie, Pereire
Emile

Compagnie du Railways Joint-stock ~ Madrid/Paris 1857 duc Decazes, Laffitte Charles, Par-

chemin de fer Company ent Schaken et Cie, Pereire Eugene,

de Cordoue a Pereire Isaac

Séville

Compagnie Railways Joint-stock  Paris 1857 Bartholony Francois, Benoist d'Azy,

du chemin de Company Blount Edward , Dassier Auguste,

fer Paris-Ly- de Rothschild James, Ferrari duca

on-Méditer- di Galliera, Hottinguer Jean Henry,

ranée-PLM Mallet Charles, Parent Basile,
Pereire Isaac, Schaken Pierre

Compagnie Railway Joint-stock  Brussels 1858 Oppenheim Joseph, Schaken

Centrale pour equipment Company Pierre

la construction

et 'Entretien

de Matériel de

Chemins de Fer

Société Bank Joint-stock  Paris 1859 de la Bouillerie Joseph Marie, De

Générale de Company Morny Charles, Dehaynin Gabriel,

Crédit Industriel
et Commercial
(CI0)

Delahante Fernand, Delahante
Gustave, Donon Armand, Lichtlin
Edouard, Parent Basile, Rostand
Albert

(Continued)
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Table 2. (Continued).

Founders/Directors (the only

Sector of Type of ones who are functional to
Firms activity contract Headquarters  Year understanding the P&S network)
Mines de los Mines Joint-stock - 1862 Parent Schaken et Cie (buyers)
Santos (then Company
Belmez)
Concessione Railways Concession  Naples 1860 Blount Edward, Brassey Thomas,
rete di ferrovie contract Chatelus Benoit Charles Antoine,
da Napolial Delahante Gustave, Ferrari duc de
Mare Adriati- Galliera, Parent Schaken et Cie,
co-Regno Due Salamanca José, Talabot Paulin
Sicilie
Concessione Railways Concession  Turin 1861 Blount Edward, Brassey Thomas,
rete di ferrovie contract Buddicom William Burber, Chatelus
da Napolial Benoit Charles Antoine, Delahante
Mare Gustave, Ferrari duc de Galliera,
Adriatico-Regno Parent Schaken et Cie, Salamanca
d'ltalia José, Talabot Paulin
Parent Schaken Mechanical General Paris, Place 1861 Blin Eugene, Boisacq Alexandre
Caillet et Cie industry partnership  Vendéme 12 Prosper, Borguet Henri fils, Caillet
Ferdinand Louis Felix, Chévremont
Henry, Delahante Fernand,
Delahante Gustave, des Roys
marquis Ernest Gabriel, Houel
Jules-César, Lavaurs Francois Louis,
Lebeuf de Montgermont Adrien
Louis, Parent Schaken et Cie
Compagnie du Railways Joint-stock ~ Malaga/Paris, 1861 Cail Jean Francois, Lavaurs Francois
chemin de fer Company Place Vendéme Louis, Lebeuf de Montgermont
de Cordoue a 12 Adrien Louis, Parent Schaken et
Malaga Cie, Stevens Oscar, Vitali Philippe
Compagnie du Railways Joint-stock ~ Madrid/Paris, 1861 Blin Eugene, Blount Edward, duc
chemin de fer Company Place Vendéme Decazes, Lavaurs Frangois Louis,
de Ciudad Réal 12 Lebeuf de Montgermont Adrien
a Badajoz Louis, Parent Schaken et Cie
Societa “Travaux Joint-stock  Turin 1862 Blin Eugene, Meuricoffre Oscar,
generale publics” Company Bolmida Vincenzo, Briganti Bellini
immobiliare di Bellino, Cahen d'Anvers Joseph
lavori di utilita Edouard, De Lannoy Jean Edouard,
pubblica e Getti Adolphe, Lavaurs Frangois
agricola Louis, Parent Basile, Oppenheim
(SOGENE) Joseph, Schaken Pierre
Compagnie Gasworks/ Joint-stock  Naples/Paris, 1862 Balsamo Luigi, Dassier Auguste,
Napolitaine gas heating ~ Company Place Vendéme de Boissieu Alphonse, de Gayffier
déclairage etde  -lighting 12 Eugéne Josef, de Martino Giacomo,
chauffage par le Dubochet Vincent, duc Decazes,
gaz (CNG) Hémery Emile, Lavaurs Francois
Louis, Lebeuf de Montgermont
Adrien Louis, Matino del Tufo
Mario, Meuricoffre Oscar, Parent
Schaken et Cie, Raoul Duval
Fernand
Société Railways Joint-stock ~ Rome 1862 Benoist d'Azy Denys, Briganti Bell-
générale des Company ini Bellino, Chatelus Benoit Charles
chemins de fer Antoine, Daru Paul, de la Bouillerie
romains Joseph Marie, de la Ferronay
Charles, de Martino Giacomo,
Delahante Fernand, Delahante
Gustave, Lebeuf de Montgermont
Adrien Louis, Lichtlin Edouard,
Mires Jules, Parent Schaken et Cie,
Salamanca José
Vitali Charles “Travaux "Société en  Paris, Place 1862 Charles Joseph Sébastien, Parent
Picard et Cie publics” comman- Vendéme 12 Schaken et Cie, Picard Firmin,
1862 dite" Stevens Oscar, Vitali Philippe

(Continued)
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Table 2. (Continued).
Founders/Directors (the only
Sector of Type of ones who are functional to
Firms activity contract Headquarters  Year understanding the P&S network)
Compagnie Gasworks/ Joint-stock  Brussels 1862 Errera Jacques, Oppenheim Joseph,
Générale de gas heating ~ Company Reinach Adolphe, Schaken Pierre
Chauffage et -lighting
d'éclairage par
le gaz
Compagnie Railways Joint-stock  Lausanne 1863 Aubert Louis, Blin Eugéne, Bonna
de I'Ouest des Company Isaac, Dubochet Vincent, Lavaurs
chemins de fer Francois Louis, Lebeuf de
Suisses Montgermont Adrien Louis, Odier
James, Parent Schaken et Cie,
Pereire Emile, Pereire Eugéne
Compagnie Railways Joint-stock  Brussels 1863 Blin Eugene, Oppenheim Joseph,
du chemin de Company Schaken Pierre
fer direct de
Bruxelles a Lille
a Calais
Societa italiana Railways Joint-stock  Turin 1864 Balduino Domenico, Bastogi Pietro,
Strade ferrate Company Belinzaghi Giulio, Bombrini Carlo,
Meridionali Carlo de Fernex et C., Cassa del
Commercio e dell'Industria (then
Credito Mobiliare Italiano),
Cavajani Oneto et C., De la Rue et
C., Parent Schaken et Cie, Ulrich et
C., Weil Weiss Ignazio, Zaccaria Pisa
Banca diCredito  Banca Joint-stock  Turin 1864 Aubry Felix, Blin Eugéne, Bolmida
Italiano Company fréres, Briganti Bellini Bellino,
Chatelus Benoit Charles Antoine,
Daru Paul, de la Ferronay Charles,
Dehaynin Gabriel, Delahante
Gustave, Donon Armand, Donon
Aubry Gautier et Cie, Emery Louis,
Filangieri Giovanni, Getti Adolphe,
Gladstone William, Lavaurs
Francois Louis, Levi Felice e C,
Lichtlin Edouard, Parent Basile,
Roberti Jean Albert, Rostand
Albert, Sautter fréres
Société Bank Joint-stock  Paris 1864 Arles Dufour Francois Barthélemy,
Générale (pour Company Bartholony Jean Francois, Benoist
Favoriser le d'Azy Denys, Bischoffsheim
Développement Jonathan Raphaél, Bischoffsheim
du Commece et Louis Raphaél, Blount Edward,
de I'Industrie en Brassey Thomas, Buddicom William
France) Burber, Cahen d'Anvers Meyer
Joseph, Daru Paul, Dubochet
Vincent, Hentsch Isaac Edouard,
Mirabaud Henry Louis, Parent
Basile, Pinard Alphonse Louis,
Schneider Joseph Eugéne, Talabot
Paulin
Compagnie de Mechanical ~ “Société a Paris, Place 1865 Blin Eugéne, Boisacq Alexandre,
Fives Lille industry responsa- Vendoéme 12 Borguet Henri, Caillet Ferdinand
bilité Louis Félix, Chevremont Henry, des
limitée” Roys marquis Ernest Gabriel, Houel
Jules César, Lavaurs Francois Louis,
Lebeuf de Montgermont Adrien
Louis, Parent Schaken et Cie
Parent Schaken 1866-90

et Cie
dissolution

Source: Database IFESMEZ.
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its interests to different countries, into companies of different sectors such as mining, met-
allurgy, mechanical industry, banking, real estate, gas lighting, a diversified investment pat-
tern which had increasingly pushed its expertise towards the financial function. In 1862,
the P&S concretely functioned as a venture capitalist. Keeping locked the narrow edge of
the parent partnership, with few partners bound to each other by long-term business and
kinship ties, it raised finance to spin-off separately quoted new companies on main financial
markets. For the specific venture of CNG, the P&S hooked the complementary technological
and financial expertises in the gas sector by joining the then President of the Parisienne du
Gaz Vincent Dubochet and the Swiss banker Auguste Dassier, in his turn tied to the Swiss
gas businesses.”? Thus, since its creation, CNG was part of a wide context of inter-firm and
inter-actor relationships transversal to local and global space, rather than a clear-cut entity.

Table 2 (that summarises the period of the P&S from 1845 until its dissolution in 1866) is
an extract of the above described dataset. It gives an extensive overview of the diversified
businesses/firms, which, starting from the 1860s, shaped as a business group ‘consisting of
legally independent firms' clustered around the P&S, which CNG became an integral part of.

Figure 1, and its detailed version in Figure 2, gives a snapshot of how the network was
structured at 1862. Within the graphs, by detecting an attribute-defined group, a core net-
work of clustered firms has been highlighted having their head office in Paris (Figures 1
and 2 - black square nodes), at the legal domicile of the parental partnership P&S (12 Place
Venddme). As documents reveal these firms — geographically scattered in France (Vitali,
Charles, Picard et C.ie and Parent Schaken Caillet et Cie [then Fives-Lille]), Spain (Chemin de
fer de Cordoue a Malaga, Chemin de fer de Ciudad Réal a Badajoz, Mines de Los Santos [then
Belmez/Penarroya]) and Italy (SOGENE* and CNG) - were directly promoted and co-owned
by P&S. For the Spanish and the Italian ones, formed as limited companies, the core firm
P&S acted as the access point to international financial markets. Among the other firms sur-
rounding this core cluster, the Paris-Lyon-Méditerranée (PLM) (1857) and the Crédit industriel
et commercial (CIC) (1859) had been strategic in structuring those long-lasting relationships
which had brought Basile Parent in Italy (Table 2).** The PLM had indeed allowed Parent
to tighten his relationships with the Geneva financial place and with Auguste Dassier. The
CIC, while widening Parent’s capabilities in raising finance by entering the process of credit
institutionalisation, allowed him to strengthen his pre-existing ties with the financial group
(Morny-Donon-)Delahante, already operating in the Italian Roman Railways (Table 2 and
Figure 1 and 2).%

Thus, as data reveal, the Naples gas investment came from pre-existing intercorporate and
interpersonal ties, respectively in the form of ownership relations, interlocking directorships
and kinship ties. Figures 1 and 2 highlight the co-ownership ties (black links) between the P&S
partners undergirded by cohesive kinship relations linking some of them.?” Kinship ties also
strengthened the actor-firms core network clustered around the P&S. This is clearly shown by
Figure 3 (actor-by-actor matrix extracted from the firm-actor matrix) which highlights kinship
attributes of significant nodes among which the P&S partners and CNG co-founders (P&S
and Dassier) (black circle nodes Parent and Schaken'’s family;*® black square nodes Lavaurs’
family; black uptriangle nodes Dassier’s family). Within the narrow and dense P&S’ network,
interlock ties, undergirded by kinship relations, were thus the key element to maintain a
direct control over the partly owned companies, among which was CNG.

This way, CNG's governance structure was designed to ensure the three co-founders
nodes P&S, Dubochet and Dassier could keep the control of the company nearly unchanged



BUSINESS HISTORY 217

‘sanjeA
SSUUIMIdQU 01 Buiplodde sapou 92113 A316 Jo 9z1s JuaIayIp ‘siaulled 5,53 :sapou 3|2.1d K216 pue syul| yae|g *dnoib ssauisng ay3 jo diysiauiied Juaied :apou 1sabie|
2WOPUIA IR|] Z1 ‘DID1WOp [eH3)] 5,58d 31 e ‘Slied Ul Sid}ienbpeay aAIIRIISIUILPE SU3 YLM SWIL :SIPOU d1enbs yoe|g ‘SWil :S9pou aJ1enbs !s1030e :sapou 3[241) *(X1ew
WY/J0108) SWL puUe S10108 HUI3D3UUO0D SUOIIR|3J JO SIS JO UOIIRSI|BNSIA - Y10M]3U 3pOW 7 :310N “ZJNSIH| 95eqrIe( :924N0S "798 | — JJOMIDU WIL/I010e SHND *L dInb14

Toan e 90Q— 1 eangO
ad peqny O

Jomyel”

)19 ysjuapyE

T3040

4g76uuogQO a1y~ 1o-eunog

/A opyO
zen np-asioasua Ll

ar Uope|o) O
W-oyn17jap ounenQ O o i
A1Rogna (1b8T)0deN se6-asau0r EAndrieey (n)y™e"peBeds -6l
RN A ynaissiog a1
[EpCTTER

v IpISSP -

q Azy,pisioupgQ
[ eouewejesQ

(IW)D o esTon~ssiopE

(01)D 9 xauR4 ap opeJH
O (iestd eredoez [

()69 o1 goser

anoIsouqe|e) 4 vSle—gsaezuog O

pa1gO
1220030

3)I1Aas anopio) o

rsesenbiqO 5 3unigO

osezze T 9 sppeis] o4 R

g7pnoyO
ipgow ypapE

5 1opeaesO



218 M. C. SCHISANI AND F. CAIAZZO

*(1 2nB14 935) 3I0MIDU 310D SS9 :DION ‘798| — HIOMIBU WL 10108 SHND — | 24nbi4 Jo |1ed( g 24nbi4

ajeuoizen eouegh

4 jeang jnoey O

izl My

1|EUOIPLISJA

A1RWogng

@ oumnpjeg O d1603seg O

(3 .k ap O

y/isseqQ

2 Akwopop O

Y PlIstpoy ap O
PRI PIILPSIAOY

soRY plypsipoy op Ll
PIPSLpoY 9p O
d0qeje; O

zef np~auuaisiied C

anis~ouqejey 45 ysd

["an010dQ

EICIChLS,

9as enopioy 0

o O

¥ RoYpS O
v peuy o'

sayiqowrypan =
35719 Nows IR L

n3 o



BUSINESS HISTORY 219

"S9poU AjIWiey s 1ueYR[3Q SIPOU pUOWRIP Ydk|] ‘SOpoU Aj1wey s, Jaisseq :sapou 3|bueliidn ye|q ‘sapou Ajiwey sineaeT :sapou aienbs yoe|q ‘sapou Ajiwey
S,U9YBUDS PUE JUIEJ :SOPOU 3[D41D yIB|g "SI0108 JUdSaIdal SIPOU DY [ "(XI41ew J012e/1010.) SWIY SWEeS Y3 1e 3duepualie-0d/diysiaquiaw-0d JI3y} BIA S1010e pUe SI010e
HUI1}I3UU0D SUOIIR[DI JO SIS JO UOIIESIBNSIA - YI0MISU SpOW | :DI0N “ZIWSTH| 9SegeIeq :92In0S '798 1 — Sa13 diysuiy uo s|ielap YHM }I0MIaU J1030e/1030e SHND “€ dInb14

3 any e 3@ 13qny T e 309
- =/ —rqPEma
D \PSjusH = — o
. e S u\a
4d euuog ge=

%)

«.EEEO._«\

o _”,A,, h)
4 [eAng jnoey: N -
> /z '//”"\ e u...,:.

g g queblag

- e o //
7/ 9 ajue(elRq .'ﬂﬂllp-’alvl“lu‘?/ | .
e e A

- SN
W 2U3[Inog e[ 3p 33||noY’
)/%
= N 2 - 3 Lgiph
8 - 5 N O AUIOW 3P
4 /I 4 piedid ; /%
== v~ laisseq b W Uolog
- ”\/! N /
eiaijleg”ap NP LelRI LS y
- '/ ¥ 7 9 uuAey3g

=P j -
I auRsad = F . / " wiayuaddo
ng auRsad ,.V.,.ﬁH EYE §
o=

TPIPSipoY 3p%

//f\

Y LpEURY

- = {\ 5~ Uapu;
S nowps _H_wa«fvmn\! S

M10RL % N _ [ ki3
doFRL VY ROPS Irme”

D JOpEARS Y



220 M. C. SCHISANI AND F. CAIAZZO

during the time (see Table 3). These three groups cooperated on different basic functions,
by integrating their specific capabilities for the exploitation of the gas business. In 1862, the
P&S group centralised the political function, aimed at forging relationships both with local
actors and authorities and the financial function as well; while the group Dubochet/Parisienne
du gaz principally managed the technical function by cooperating with the Dassier group
linked to the technical and financial know-how of the Geneva gas business, via the Swiss
engineer Daniel Colladon (linked by kinship ties to Dassier), who planned and supervised
the construction of CNG plants.

On the other hand, local directors always had a subordinate role in the company’s
decision-making processes,* even if, despite their complementary role, the actors composing
the small Neapolitan committee always represented strategic nodes of different networks of
relationships which enriched the cluster of actors and firms surrounding CNG, linking it to the
local/national financial and business environment. The reference is to the politician Giacomo
de Martino who, since 1860, had played a role in connecting the P&S financial interest to
Southern Italy railway investments,* the Swiss-Neapolitan banker Oscar Meuricoffre, who
was a co-founder of the SOGENE>" and the merchant businessman Luigi Balsamo who was
bound to the Banca Nazionale, the most important Italian issue bank (Figure 1).

Up until to 1866, when Basile Parent died suddenly and the P&S was put into a voluntary
liquidation, the P&S had the most prominent role within CNG's governance system, leading
the company to strengthen its local monopoly position while progressively worsening its
relationships with the Naples municipality. Indeed, CNG obtained new gas lighting conces-
sions in Salerno and Castellammare which entailed new financial efforts,”? for which the P&S
exploited its important financial links with the Banque de Bruxelles (Brussels), the new-born
Crédit Lyonnais (Lyon) and the Swiss Bonna et Cie (Geneva).>® At the same time, problems of
opportunistic behaviour both by CNG’s managers and local political actors related to prob-
lems of bound rationality of the public administration occurred, in relation to the complex
transaction of the 1862 concession agreement. CNG underwent a legal procedure in the
charge of having extracted monopoly rents thanks to the ‘leonine pacts’ included within
the contract, thus highlighting the speculative and collusive nature of the P&S political and
financial leadership.*

4. Investment slowdown and changing ties on the threshold of the electric
power breakthrough (1866-1891)

The year 1866 ushered in a period of instability when a time of transformation arrived at
several levels. The national and international trend rapidly changed: the 1866 financial cri-
sis entailed a flight-to-quality effect involving the discredited Italian financial assets and
the introduction of the regime of fiat money; the 1870 Franco-Prussian War progressively
changed the Italian international political references. This changing context, together with
the death both of Basile Parent and Pierre Schaken (1870), greatly affected the organisational
dynamics of the business group clustered around the P&S, whose central node was definitely
dissolved. New patterns and changing relations — passing through pre-existing ties — were
drawn, hence deeply transforming the network structure.

Figure 4, relative to 1874, gives a clear vision, if compared with Figure 1, of how this
transformation took shape in the course of about 10 years. The dissolution of the core
partnership had entailed a deep reorganisation within the P&S’ clustered firms and the



Table 3. Board of Directors of CNG. 1862-20.
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Directors Nationality Profession Role Length of role
P&S GROUP
Parent Basile Belgian Entrepreneur P 1862-66
Borguet Henry Belgian Entrepreneur D 1863-70
Leboeuf de Montgermont  French Landowner D 1862-76
Andrien
Lavaurs Frangois French Entrepreneur VP/P 1862-84
Lavaurs Eugéne French Landowner D 1866-89
Lavaurs Raymond French Businessman D/vP 1885-1919
Bertrand-Geslin Lucien French Landowner/businessman D 1891-1902
Hémery Emile French Entrepreneur GM 1862-1881
Krafft Victor German Engineer GM/D 1881-94; 1894-1901
DUBOCHET GROUP
Dubochet Vincent Swiss Entrepreneur D/pP 1862-77
De Gayffier Jules French Engineer D 1862-71
Pernolet Nicholas French Engineer D 1871-88
Guichard Jules French Politician/Businessman D/CEO/ 1872-95
VP/P
Camus Emile French Engineer D/CEO/P 1875-1908
Cabarrus Robert French Public Officer D/CEO 1878-1903
Pérouse Denis French Engineer D/pP 1887-1919
De Gayffier Eugéne French Public Officer D 1887-1908
Pernolet Arthur French Engineer D 1888-1915
Guichard Robert French Businessman D 1896-1919
DASSIER GROUP
Dassier Auguste Swiss Banker D 1862
Raoul-Duval Fernand French Engineer D/vP/P 1862-92
Duc Decazes Lou- French Mining entrepreneur and D 1862-68; 1884-86
is-Charles Statesman
Colladon Jean Daniel Swiss Engineer D 1869-92
Comte Edmond French Employer D/CEO 1870-84
Raoul-Duval René French Engineer D 1889-1915
Ador Gustave Swiss Banker and Statesman D/vP 1892-1917
Aubert Edmond Swiss Engineer D 1892-1919
Hentsch Ernest Swiss Banker D 1896-1900
Bouvier Barthélemy Swiss Banker D 1900-20
Mirabaud Jean Swiss Banker D 1915-20
Bordier Pierre Swiss Banker D 1915-20
Chavanne Louis Swiss Engineer GM 1917-19
EX COMPAGNIE
POUCHAINE
De Boissieu Alphonse French Landowner D 1862-88
NEAPOLITAN COMMITTEE
Meuricoffre Oscar Swiss-Neapolitan  Banker D 1862-69
De Martino Giacomo Neapolitan Statesman VP 1862-70
Matino del Tufo Mario Neapolitan D/vP 1862-85
Balsamo Luigi Neapolitan Merchant D/vP 1862-73
Auverny Jean Swiss-Neapolitan  Banker D 1873-74
Cilento Antonio Neapolitan Merchant D/vP 1870-90
Persico Leopoldo Neapolitan Lawyer D/vP 1876-96
Cacace Giulio Neapolitan D 1886-91
De Siervo Fedele Neapolitan Statesman D 1891-1913
ITALIAN DIRECTORS (1920)
Carbonelli Pio, baron from Caserta Statesman P 1920
Belleni Silvio Italian Admiral D 1920
Colosimo Gaspare Calabrian Statesman D 1920
Ferretti Giacomo Roman Businessman D 1920
Grippo Pasquale from Lucania Statesman D 1920
Maggioni Luigi Gustavo from Emilia Engineer and Businessman D 1920
Marino Eduardo Neapolitan Lawyer and Businessman D 1920

Note: D = Director; P = President; VP = Vice-President; CEO = Chief Executive Officer; GM = (local) General Manager. Source.

Database IFESMEZ.
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establishment of new financial relations to support the linked firms, including CNG. Indeed,
the previous P&S’functions shifted towards different financial institutions linked to the group
through pre-existing ties, and new big banks joined the network both at international and
national level.

On the Paris financial place:

« the steelworks company Fives-Lille — wherein both Parent’s heirs (black circle nodes)
and the remaining P&S' partners kept joined together — and the P&S'integrated Spanish
businesses (Chemin de Fer Ciudad Real Badajoz; Mines de Belmez, ex Mines de Los Santos)>
gained the financial support of the Société générale, with which Basile Parent had estab-
lished previous co-ownership ties since its foundation in 1864°¢ (Figure 4, lower part);

- the Entreprise générale de chemins de fer et de travaux publics (1870) - resulting from
the reorganisation of the P&S group’s railway businesses, carried on by Philippe Vitali
(husband of the Parents’ niece, Marie Orthense Finet) and supported by the Parents’
heirs, via Lebeuf de Montgermont (Parent’s son-in-law) — established a financial link with
Paribas (1872), deriving from the previous co-ownership ties between the Entreprise
générale and the two Paribas co-founders, Banque de Crédit et de Dépét des Pays-Bas
and Banque de Paris (Figure 4, lower right side);

. the former CIC-P&S' Turin-based businesses, the SOGENE and the Banca di Credito
Italiano® established financial relations with Paribas, via Ed0mond Joubert, one of the
founders of the Banque de Faris.

On the ltalian capital markets:

« the SOGENE and the Banca di Credito Italiano found the support of their new co-owner
Credito Mobiliare Italiano (1863), which had been created to fund the Southern Italy
railway company, Societa per le Strade Ferrate Meridionali, wherein the P&S had been
strongly involved for a long time® (Figure 4, upper right side);

+ CNG - through Antonio Cilento and Jean Auverny (members of the local Committee)
- established directorship ties with the new-born Neapolitan investment bank Banca
Napoletana (1871) which had among its founders some Paribas’ strategic actors (Stern
and Bishoffsheim). This way, CNG reconstructed the missing link with Paris financial
place (Figure 4, central section). Hence - thanks to former personal and capital network
ties — Paribas, was going to become a strategic node for the future reshaping of CNG’s
financial network.

The network restructuring, as above described, resulted in an internal reorganisation of
CNG's Board of Directors, in 1871. The small Naples Committee was reduced from four to
three directors while a member was added to the Paris Board in order to allow the entry of
a director from Geneva ‘vu I'importance des intéréts representés dans cette Ville’*® Really,
the link with the Geneva financial place had strengthened since 1865, when the holding
Compagnie genevoise de l'industrie du gaz (IDG) had got an equity stake of 10% in CNG® (see
Figure 4). This ownership tie too came along with the existing kinship relationships between
CNG's Dassier group and the Swiss Ador family,S' via Daniel Colladon and Fernand Raoul-
Duvall (uptriangle nodes), widely related to the Swiss haute banque and particularly to the
Hentschs, who were both co-founders of IDG and core actors of Paribas.

The reorganisation of CNG's Board of Directors marked a change in the composition of
the dominant groups: both the Dassier group and the group Dubochet/Parisienne du gaz
increased to the detriment of the P&S group (Table 3). This way, CNG governance and the
basic functions progressively moved towards the Swiss component of the company. Fernand
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Raoul-Duval, son-in-law of Auguste Dassier (and also related with the Adors) and core node
of the Swiss group after the Dassier’s death (1862), became a key actor in CNG’s changing
network. He took over the political function marking an interruption in the P&S style, by
trying to re-establish good relationships with the Naples local authorities. Furthermore, he
had a strategic role with regard to the financial function as well, which had to become newly
strategic when a business recovery phase occurred at the end of the long-lasting period of
fiat money (1883).

In 1886, CNG obtained a new concession for Naples ‘neighbourhoods’ gas lighting and
needed to resort to capital markets by issuing new capital.? But an effective sharp accelera-
tion of the financial function was spurred on only by the advent of the electricity which could
really jeopardise CNG's monopoly power on the local market, which had been preserved by
the 1886 contract. Actually, in the meantime, the technological development of electricity
had brought the competition within the energy sources to challenge gas lighting’s future,®
thus opening a period of strategy adaptation of the gas industry according to two possible
options:®*

« the development of short-medium term commercial strategies aiming at exploiting
plants till the expiration date of concession contracts, paying attention both to lower
costs and developing gas uses other than lighting and heating;

- the development of long-term strategies by entering the electricity sector for the inte-
grated exploitation of the two sectors’ plants, in which the uses of gas other than for
lighting could be combined with coke exploitation (the main by-product of the gas
industry) in thermal plants for electricity production.

The last option was the choice made by CNG, thanks to its links to the Swiss bankers. The
information advantage of Geneva high finance on the future of the energy sector, deriving
from its international calibre, proved to be of critical importance for the company in choos-
ing to diversify its investments in the electricity sector, in 1891.% This choice entailed the
realisation of growing capital-intensive investments in order to face the gradually increasing
needs and the long-term strategic objectives. This was what progressively made the Geneva
financial place emerge as the key organisational core of CNG’s financial strategy and CNG’s
financial function to be seized by the Swiss bankers. On one hand Geneva had emerged as
an operative hub of the international haute banque since the Franco-Prussian war; on the
other hand the Geneva bankers had consolidated their distinctive tradition of cooperation
giving rise to the Union financiére (UF, 1890), founded by some of the most important
Geneva banking houses among which were Bonna et C¢, Darier et C, Hentsch et C*, Bordier
et C¢, all of whom would then have been directly involved in CNG's financial operations.

Theincreasing importance of the Swiss component will be evident in the following Figures
5and 6, concerning another remarkable reorganisation within CNG’s network in 1903, when
the Swiss component had definitely moved from a peripheral position to the core of the
network, according to the increasing role of the Swiss finance within the electricity sector at
international level.” The qualitative sources from CNG's archive will be of critical importance
in the next section to cast light on the financial strategy which led the Swiss actors to this
central position, at the same time keeping unchanged the control on the local energy market.
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5. Competition between energy sources and growing capital needs: towards
stronger corporate ties (1891-1902)

The push to move towards the electricity sector was exogenous: it came from the competi-
tion within the private lighting sector after the Naples municipality had granted a contract
to the Rome-based Societa generale per l'illuminazione (SGI) (27 December 1890) for the
electric lighting of some specific public buildings.®®

CNG's strategy to maintain the energy market’s control and defeat competition was a
hostile takeover of SGI,%° a process which was slowed down due to the 1893 Italian banking
crisis, thereby entailing higher costs for the acquisition of the target company and a conse-
quent strong financial effort for CNG. The capital increase of 1891 (from 6 to 7.5 million lira)
was not sufficient to hurdle the problems for entering the new sector and new high debt
exposure was necessary. It was faced by drawing even more on the Geneva financial place
(Bonna et C¢, IDG, Banque Genevoise de Préts et Dépéts [BGDP])”° with a consequent further
strengthening of the Swiss finance role within CNG'’s Board. Indeed, the political function
was taken over by Gustave Ador”' (Colladon’s nephew) — CEO of the Genevoise du gaz and
Director of IDG — who entered CNG’s Board in 1892. Furthermore, the number of Directors
was increased from 13 to 14, in order to allow the entry of the Swiss engineer Edmond
Aubert, another of IDG's directors.”? At the end of 1894, CNG acquired the SGI majority stake
(6,386 shares to 6,747 total shares), subscribed the contract for the partial electric lighting
of Naples (negotiated with the municipality on 27 November 1894) and entrusted the con-
trolled company (SGI) to carry out the contract.”®

At the same time, the SGI's Board of Directors was completely reshaped by CNG: three
of CNG's Directors (Victor Krafft, Edmond Aubert and Robert Cabarrus), respectively repre-
senting both Genevan and French interests, entered the SGI's Board, while the Neapolitan
lawyer Maurizio Capuano was appointed as CEO of the company.” This way, all the strategic
decisions for the SGI were taken within CNG's Board of Directors and then only formally
confirmed by the SGI via Maurizio Capuano.

In March 1896 a new increase of capital was necessary in order to discharge CNG's short-
term debts and thus preserve its reputation for repayment and its credit access on interna-
tional capital markets. 63% of the capital increase was placed on the Geneva financial market
and resulted in a reshaping of CNG'’s Board.”® Gustave Ador was appointed vice-President and
Ernest Hentsch’® entered the Board.”” The latter took the role of financial node and access
point to the Geneva financial place.

At the end of the 1890s, a new phase of harsh competition suddenly ignited in the new
fields of tramway electric traction and hydroelectricity, also encouraged by the intent of
the local authorities to undermine CNG's monopoly power in order to realise lower prices
in the energy supply. The Swiss group of CNG prevented negotiations with outside groups:
with regard to the electric traction, it hampered the possibility of a Belgian group (bound
to the Banque de Bruxelles) from gaining access to CNG shareholding and, at the same time,
it rejected the German offers for hydroelectricity production and transport.”

On 11 July 1898, the holding company Franco-Suisse pour l'industrie électrique (Franco-
Suisse) was founded in Geneva thanks to the cooperation between Union Financiére,
Bankverein Suisse, Crédit Suisse, Paribas and Banca Commerciale Italiana (Comit). The Franco-
Suisse had directorship relations with IDG and CNG through Edmond Aubert and with CNG
and the Union Financiére through Ernest Hentsch. Since its very beginnings, the Franco-Suisse
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had to become one of the financial key nodes for the new CNG's strategies. At the moment
of the Franco-Suisse foundation, indeed, CNG launched a wide ranging investment project
aimed at acquiring the monopoly both of electricity production and distribution, and beating
any business competitor in that market. CNG's project provided for initially putting all the
efforts into maintaining the control over the local area (Naples, Salerno and Castellammare)
and for subsequently undertaking other business initiatives in Southern Italy, which was
opposite to the specific interest of its financial partners. To realise its plan, CNG’s General
Manager (Victor Krafft) was authorised to research and develop all forms of cooperation in
whatever direction: agreements with tram and funicular companies, local railways, and with
German producers of electric equipment. For this purpose, a long-term financial plan was
launched for 8.9 million lira, to be realised in two steps (1899-1901 and 1901-09), the first
one of which, provided for issuing 10,000 new shares to be paid in gold coins. The shares
were issued in 1899 and transferred to a selling syndicate represented by Hentsch et C. This
way, the Swiss bankers had definitely taken over the financial function within CNG's Board
of Directors.”

At the same time, CNG, together with Franco-Suisse, Comit and a Neapolitan group,
founded the Societa Meridionale di Elettricita (SME) (15 March 1899) for hydroelectric pro-
duction. CNG’s General Manager, Krafft, and Maurizio Capuano, immediately entered SME’s
Board of Directors and CNG underwrote one-fifth of SME'’s issued capital while demanding
some clauses aimed at granting its pre-emption right on the use of the energy produced
within the controlled local area.®’ Once the abovementioned agreements with CNG’s financial
partners had been established, then in November 1900 Ernest Hentsch could be replaced
by the Swiss banker Barthélemy Bouvier. The latter belonged to the banking house Darier
et C¢ —in its turn associated to the Union Financiéere — and, from this moment on, he would
have been the key actor for all the financial agreements on the Geneva financial place.

From 1900 on, the realisation of CNG's monopolistic plan was undermined by the
creation of the Societd napoletana per le imprese elettriche (SNIE, 11 November 1899). It was
a Naples-based company through which a group of Piedmontese and Neapolitan bankers
and businessmen had entered the local electricity market (Figure 6, isolate node)?' thanks
to a previous government measure (7 June 1894) which had given Prefects the power to
authorise the laying of electric distribution lines, in order to foster free competition within
the energy sector. SNIE's competition, after an unsuccessful attempt at cooperation,® made
CNG's incomes lower, so making it very difficult to realise the second step of its monopolistic
plan and further burdening its budgets with increasing debt exposure. New short term loans
granted by Swiss finance (Banque Genevoise de Préts et Dépédts, IDG, Comptoir d'escompte de
Geneve, Banque fédérale de Genéve) and by long-lasting French financial links deriving from
the P&S Spanish businesses (Societa di Pefiarroya, Cahen d’Anvers et C* and Mirabaud, Puerari
et %), led CNG, in 1902, to a debt exposure for 3.8 million lira while the budget was further
burdened with credits for 5 million granted to the SGI. A recovery plan was necessary and
it was elaborated in Geneva (9 July 1902) by the delegates both of CNG and Franco-Suisse,
resulting in the creation of a new Geneva-based holding company: the Société financiére
Italo-Suisse (Italo-Suisse).®#* The Italo-Suisse capital (12.5 million francs) was almost completely
formed via a stock swap: the Italo-Suisse shares were exchanged for the SGland SME’s shares
belonging to CNG and for SME’s shares belonging to Franco-Suisse. This was in view of the
intended future merger between SGI and SME. This way Italo-Suisse almost wholly owned
both SGI and SME, while CNG had taken over the control of Italo-Suisse (30,299 shares of
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a total of 50,000 shares). The seven-member Board of /talo-Suisse was in fact completely
put under CNG'’s control through its Directors (Dénis Pérouse, Edmond Aubert, Raymond
Lavaurs and Gustave Ador) as shown in Figure 5 (1903), which depicts the dense interlocking
directorships linking the whole of the firms involved in CNG’s network. Gustave Ador was
also appointed as Italo-Suisse’s President and Maurizio Capuano as its General Director in
Naples. The [talo-Suisse creation allowed to immediately issuing new loan capital for 12.5
million francs (equal to its initial capital).®> This complex financial operation resulted in a more
effective organisation model of the Naples energy business, as Figure 6 highlights (1903).
The Swiss financial institutions were now definitely the key core of CNG's network and the
pyramidal ownership structure — which had been introduced thanks to the acquisition of
the SGI — was now reshaped with the separation of the electricity business from the gas
one.® CNG - which kept the vertex position - managed to maintain the control of the new
structure until 1914, by not opening Italo-Suisse’s shareholding.

6. Separation between energy sources and inter-corporate shareholding
strategy: the breaking of CNG leadership (1903-20)

The foundation of Italo-Suisse made the control of financial decisions move outside of CNG's
Board, as shown from the Board’s meeting reports which only refer to votes on financial
proposals developed elsewhere and regarding only gas businesses. From now on, the link
between gas and electricity businesses for CNG only survived in the yearly high dividend
accruing from its controlling interest in Italo-Suisse.

Nonetheless, even though the financial situation had been recovered, the problem of the
increasing competition became even more urgent in the following years. Both the public
utilities Municipalisation Act, in 1903, and the special law for Naples'industrialisation in 1904,
mounted a serious challenge to CNG monopoly,¥” while the increasing competition on elec-
tricity prices exerted by SNIE, made the system incomes to lower. These serious threats led
CNG to reopen the negotiations with SNIE, via Italo-Suisse, in order to reach a cooperation
agreement and take ‘complete control of Naples electric lighting market'% The negotiations
lasted from 1903 to 1909, when - in cooperation with COMIT - SNIE was acquired through
a stock swap acquisition by the SGI. The acquiring company increased its capital in order
to replace SNIE's retired shares.® This way, the system strengthened its hierarchical-type
structure: Italo-Suisse maintained the control on SGI and, through this last step, it took over
SNIE control, thus seizing this last isolate node within the network (compare Figures 6 and 7).

From that moment onward, both the financial and political role of the Swiss finance within
CNG strengthened. It financed the expansion of gas plants on which CNG definitely focused
its business, by consolidating in 1909 CNG’s short-term debts (more than 2 million lira in
October 1906).°° On the other hand, the effective political action of Gustave Ador avoided,
in 1913, the threat of municipalisation of gas supply. In 1913, deriving from the projects that
the Naples municipality had undertaken in the wake of what other Italian municipalities —
such as Bologna, Leghorn, Mantua, Padua, Reggio Emilia, Vicenza, Rome, Turin, Milan — were
progressively realising, he established municipal companies to provide gas, electricity and
other essential public services.”!

In the meantime, in September 1913, Italo-Suisse started a recovery plan for the electric
companies, which was illustrated within the Board of Directors of CNG, which still was the
Italo-Suisse’s majority shareholder. The plan — which finally involved SME - provided for a
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new stock swap to be realised through new SME’s shares to be issued and exchanged with
the SGI's shares belonging to ltalo-Suisse; part of this new SME's issue was intended to pay
Italo-Suisse credit granted to SME. Hence, the pyramidal ownership structure was reshaped:
SME had taken over the control of SGI which, in its turn, had acquired the control of SNIE.
So the two local distribution firms (SGI and SNIE) were now controlled by the higher rank
production firm (SME) which still remained under the control of ltalo-Suisse notwithstanding
its wide network of linked companies (Figure 7). SME's capital increase was realised in 1914
and it provided for widening the company’s activities both on provincial and regional scales
through forming new alliances. Really, CNG neither took a stake in SME's capital increase
nor in ltalo-Suisse's twin operation (1914).%2 Particularly, Italo-Suisse’s capital increase (30,000
shares) was subscribed for two-thirds by Motor” and for one-third by Franco-Suisse, thus
entailing a dilution of CNG’s ownership percentage.

This choice, aimed at concentrating its efforts on the Naples area for the construction
of the new gas plants, had no positive results. At that moment, the outbreak of World War |
determined a sharp price increase both of coal and freights with irreversible losses for CNG
which was tottering on the brink of default. This situation made it difficult for CNG to raise
new finance. Further loans on the Geneva place were indeed granted at increasing costs.
Long term loans were guaranteed both by the deposit of Italo-Suisse’s shares owned by the
company and the pre-emption right on CNG’s next share issues. This way, CNG had to give
up its persisting and basic choice to reserve new share issues to its own shareholders.** A
strategy had to be devised also for short-term loans which were financed by three important
nodes of the network: Banque de dépéts et crédit,*> Banque fédérale and Comptoir descompte
de Genéve (where René Hentsch, son of Ernest, was one of the Directors) financed the short-
term debts of CNG (Figure 7). As a consequence, between 1915 and 1919, the Swiss com-
ponent definitely prevailed within CNG’s Board of Directors (Table 3 - the Swiss component
increased to five members out of a total of nine).*®

Notwithstanding, CNG's financial conditions together with losses forecasts did not make
it possible to pay out dividends as from 1915. One year later, new losses for 5 million lira
entailed CNG suspending its bond amortisation®” and increase its debt exposure on the
Italian financial market (COMIT and Banco di Napoli). The only impelling financial commit-
ments relative to the cash bonds 6% were honoured. In 1918, due to this catastrophic situa-
tion (further worsened by the Italian lira’s sharp devaluation) Banque fédérale did not renew
its credit lines to CNG which rapidly headed towards both insolvency and a serious risk of
entering a liquidation process.*®

In 1919, in the aftermath of World War |, the solution arranged in Geneva for CNG's bail-
out fatally led it from the top to the bottom of the pyramidal ownership structure with a
definite loss of autonomy (Figure 8). A new stock swap was indeed decided which led SME
to become CNG's controlling shareholder: new SME shares (to be issued by 1924) had to be
exchanged with 36,300 (out of a total of 46,000 shares) CNG's shares® held both by French
(3,000 shares) and Swiss shareholders (33,300 shares). The structural reorganisation granted
SME’s Directors ‘plus des 3 du capital social ce qui nous [SME] permettra de faire prendre a
I’Assemblée toutes les décisions que nous [SME] jugerons utiles''® This financial agreement
was kept hidden. It was decided to call a CNG extraordinary general meeting on 31 January
1920, aimed at giving a brief and elusive information to the minority shareholders about
the outright resignations of the Board of Directors due to the acquisition of CNG's majority
stake by a ‘gruppo italiano innominato®' (undefined Italian group).'® It was also decided
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[ ITALO-SUISSE ]

Figure 8. CNG/SME pyramidal ownership structure — 1919.

that the new CNG’s Board would have been reshaped with ‘éléments sars [...] qui n"ébruitent
pas la part que la Meridionale [SME] prend dans l'affaire’;'® it would have been formed by
nine members among whom the Swiss bankers Bouvier, Mirabaud e Bordier and six Italian
members to be completely chosen by Maurizio Capuano' (Table 3). Therefore, since 1920,
CNG's governance moved to SME even if the stock swap was realised in 1924 after SME’s
capital increase. This entailed that CNG’s French group was completely excluded from the
Naples energy business. This way SME had become the top of local hierarchical firm structure,
enhancing its financial function, as testified by its budgets — from 1915 to 1921 — where the
value of its financial portfolio strongly exceeded the value of its fixed assets.'%

Therefore, after along series of financial operations, interconnections between firms had
deeply changed its nature, becoming stronger than before, when they were essentially based
on‘relations personnelles’’® between their directors. The stock swap strategy implemented
by the cooperative system of the Genevan high finance/banque d'affaire was a progressive
rationalisation of the business forms addressed to cutting competition in the local energy
sector, through merging the operating companies which became part of a structured group,
which the clusters of actors continued to be part of. The pyramidal structure of ownership was
realised by aggregating partners in the lower-standing firms and by co-opting competitor
groups onto the firm system. This strategy allowed Swiss finance to expand the firm system
always maintaining the same decision-making power by controlling the company at the
helm of the cascade from one time to the next. A scheme of nested firms similar to ‘Russian
Dolls’ well depicts the architecture of the system which the Swiss finance had managed to
realise achieving the monopolistic control of the Naples energy market at the beginning of
the twentieth century.

7. Conclusion

The article explores the issue of long-lasting relationships between a peripheral market, such
as Italy and particularly the Mezzogiorno, and the core countries which foreign capital came
from, through the complex business of CNG, which lies on the technological and financial
crossroads between gas and electricity in Naples.

The magnifying glass of the analysed case study emphasises the key role that local
and international strategic actors played in fostering the dynamics of integration of this
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peripheral area into the ‘space of flows’ of the developing global capitalism, during the last
decades of the ‘long nineteenth century’ The relational abilities of local elites — as vehicles
through which international capital flows found their way to and rooted in Southern Italy —
matched the crucial financial and technological expertise of foreign investors in seizing the
local energy market control. Encouraged by municipal-authority-granted monopoly through
concession contracts, a persisting monopolistic control over Naples'lighting provision took
shape, even during a period when other Italian municipalities headed towards urban-public-
utilities municipalisation. This point highlights, even though not specifically touched upon
in the article, problems of agency in behalf of the financial system organised around foreign
investors in a weak institutional environment where monopoly rents could be extracted.

The use of joint methodologies (historical/SNA) proved to be effective in providing evi-
dence as to how the network worked and how it mattered for actors to continue to raise
finance for the complex Neapolitan public-utility-projects and to keep unchanged their
monopolistic advantage during the time. The explanatory power of the network graphs has
enhanced evidence from archival sources, allowing an overall view of the actors’long-term
relationships as vehicles of long-term relationships between firms. Particularly, the financial
know-how of the foreign investors, their cross relationships, their elasticity in adjusting the
financial tools according to the changing dynamics of local and international monetary
and financial markets has been proved crucial for the network structure to shift, during
the time, from weak to strong corporate ties by means of the progressive structuring of a
system reminiscent of Chinese boxes, nonetheless having a constant underlying base of
social interpersonal ties.
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duration, legal office, administrative head office, if any, etc.); quantitative data (public bonds
nominal value, underwriting price, interest, current yield, etc.; capital stocks, shares (number
and nominal value), bonds (number and nominal value), balance-sheets (in reclassified form
and with links to analytical pages), stock exchange data, weekly quotations on different
national and international stock exchanges). Political/social actors: composition of political
and administrative bodies of the State (Monarchy; Governments; significant ministerial bodies;
Parliament - legislatures of Chamber of Deputies and Senate; peripheral bodies - legislatures
of city councils and municipalities; control bodies - ordinary and special Courts, such as Court
of Auditors, State Council, etc.); composition of economic and financial institutions (boards
of directors, ownership/co-ownership, management, etc.); composition of institutions with
social and economic importance (Chamber of Commerce, clubs, parties, etc.); composition of
family groups (kinship ties). Events/actions/activities: historical events significant to research
aims: institutional changes, laws, decrees, wars, revolutions, diplomatic relations, historical
events related to actors.

It has been created according to the model studied by the authors and is hosted on the web
server of the University of Naples “Federico II” - www.ifesmez.unina.it.

The project is entitled Networks of powers, networks of capital and economic growth: querying
the history of Southern Italy from a global perspective. 1850-1914 and it has been funded by
the Compagnia San Paolo di Torino and the University of Naples “Federico II’, within the scope
of FARO 2011 (Finanziamento per I'’Avvio di Ricerche Originali).

20 January 2015.

Carroll and Sapinski, “Corporate Elites.”

Sonquist and Koenig, “Interlocking Directorates,” 196-230; Soref and Zeitlin, “Finance Capital,
56-84; Carroll, Corporate Power.
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Scott, Networks of Corporate Power, 184.

Each record includes the following fields:

actor-to-firm relation: firm name, legal type of firm, firm purpose, name of actor bound to firm,
actor’s role, headquarters/offices where actor performs his role, date of role;

firm-to-firm relation: firm name, legal type of firm, firm purpose, name of firm bound to firm,
type of link, date of link.

Hollstein, “Qualitative Approaches.”

Cross, Parker and Borgatti,“Making Invisible Work Visible”; Borgatti, Mehra, Brass and Labianca,
“Network Analysis,” 892-895; Scott and Carrington, The SAGE Handbook; Federico, Pfeffrey,
Aigner, Mikschand and Zenk, “Visual Analysis,” 179-183.

The original dataset - also including records not directly matching the research focus (and thus
not loaded in UciNet) — consisted of 1073 records. 1862: 278 records (44 firms and 94 actors).
1874: 244 records (46 firms and 101 actors). 1903: 224 records (49 firms and 110 actors). 1914:
327 records (90 firms and 88 actors).

Borgatti, Everett and Freeman, Ucinet for Windows.

Caiazzo, “Reti di capitali.”

Hausman, Hertner and Wilkins, Global Electrification, 12-13.

Compagnie Napolitaine d'éclairage et de chauffage par le gaz, Statuts, Imprimerie Centrale des
Chemins de Fer de Napoleon Chaix et C.ie, Paris 1863, art. 3. (Archivio Centrale dello Stato di
Roma (ACS), Ministero Agricoltura, Industria e Commercio (MAIC), box 235).

Jacquemyin, Langrand-Dumonceau; Dumoulin, Les relations.

Williot, Naissance d’un service.

Bezancon, “Histoire du droit”; Wollmann and Marcou, The Provision; Debande, “Le role”;
Hautcoeur and Romey, “Les émetteurs”.

The concession contract for gas lighting, granted to the P&S in 1862 by the Naples municipality,
ensured a monopoly on the energy sector to CNG. This was thanks to two specific clauses: (1)
the exclusive right of laying underground pipes; and (2) the pre-emption right on an eventual
change towards a different lighting system in consequence of technological innovation.

The crucial role of French financial actors was related to the intensifying of the process of
concentration within gas industry which occurred during the 1850s, this process led to
the formation of big companies which brought the whole of the cities under their control,
Paris (1855), Marseille (1855), Lyon, etc. (Williot, Naissance d’un service). These actors carried
ownership and control across borders and, in 1852, the Bologna gas supply was under the
control of two French bankers, Charles Laffitte and Edward Blount and 10 years after, Naples
was under the control of French/Swiss capitalists.

Savarese, Dell'illuminazione della citta, 11.

Parent Schaken et Cie was the firm name of a series of general partnerships registered in
Paris starting from 1850 and formed through successive renewals, changes or re-foundations
by the two principal partners Basile Parent and Pierre Schaken (Archives de Paris (AP), AP/
D31U3/163). The liquidation phase of the last Parent Schaken et Cie started in 1866 when
Parent died. Information about the activities of this firm and its links with other Italian and
foreign companies are scattered in a large bibliography (above all see Gille, Les investissements;
Dumoulin, Les relations; Cameron, France and the Economic Development; Crouzet, Fives-Lille,
299-334; Bonin, Histoire de la Société; Stoskopf, 150 ans du CIC).

Vincent Dubochet, native of the Swiss Canton of Vaud, had been a pioneer in French gas
industry:in 1837, he had been the founder of one of the six Paris gas companies, later merged
into the Parisienne du gaz (1855) (Williot, Naissance d’un service), closely bound to the Pereires’s
Crédit Mobilier. Auguste Dassier, native of Geneva, was one of the bankers of that particular
branch of the Geneva Protestant haute banque that had turned from fabrique to banque.
Particularly active in supporting industrial investments, partner of the Rothschilds’ Réunion
financiére (1856), he was member of the Board of Directors of the Parisienne du gaz and was
the President of the PLM, of which Basile Parent and Pierre Schaken were members as well
(Paquier, Daniel Colladon).

Khanna and Yafeh, “Business Groups.”
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Together with the same Belgian group and the lItalian bankers Vincenzo Bolmida (Turin)
and Oscar Meuricoffre (Naples), in 1862 (1 September 1862), the P&S promoted the Turin-
based banking company Societa Generale Immobiliare per lavori di utilita pubblica e agricola
(SOGENE) aimed at property lending. The Italian Government did not authorise the foreign head
office. (ACS, MAIC, Direzione Generale Credito e Previdenza, Industrie, banche e societa, f. 227).
Basile Parent was both founder and director of PLM and CIC.

This had allowed Parent to gain a position in the Tyrrhenian longitudinal railway project (suitable
for the French‘Mediterranean System’) aimed at including the Naples railway strategic network
[Collezione delle leggi e de' decreti reali del Regno delle Due Sicilie, Decree n. 809, 28 aprile
1860. The contractors were: Gustave Delahante, Raffaele De Ferrari Duca di Galliera, José de
Slamanca, Paulin Talabot, Antoine Chatelus, Edward Blount, Basile Parent, Thomas Brassey e
William Buddicom (Archivio Notarile di Napoli (Naples Notary Archive), Notary Pascarella, year
1860, v. 2, 889, 24 August 1860, n. rep. 649)].

The partners of the Parent, Schaken et C.ie (1859) were: Parent Basile (Belgian constructor);
Schaken Pierre (Belgian Constructor); Blin Eugene (French landowner) — who was Parent’s
brother-in-law and Schaken’s son-in-law; Lavaurs Francois Louis (French constructor); Borguet
Henri (Belgian constructor) since the 40s Parent and Schaken’s business partner. (Centre
historique des Archives nationales (CARAN), Paris, Minutier Central, Etude XLII, f. 1111).

The central actor is Basile Parent who has kinship ties with all the other nodes. Parent is indeed
the key actor for the P&S'businesses and for the entire actor by actor network as the betweennes
and degree centrality measures confirm.

According to the articles of CNG's Statutes, only four (as a maximum number) local members
(Neapolitan committee) could be part of the Board of Directors out of a maximum total of
twelve members and the valid decisions were taken with only 5 positive votes. The day to day
management in the host country was carried out by a general manager who was responsible
for implementing the Board’s decisions, ensuring the circulation of information between the
head office and the Neapolitan committee.

He had been the diplomatic link for the P&S to join the business of Southern Italy railways, in
1860.

Besides being one of the SOGENE’s founders he had important international links, among
which Cahen d’Anvers.

On this occasion, CNG's capital was increased (1,000 shares reserved to the existing shareholders)
and new bonds - subsequent to the first issue in 1863 — were issued. In 1866 the stock capital
amounted to 3 million francs and the debt capital to 3,465 million francs.

The Parent Schaken et Cie normally functioned as CNG's treasury (i.e. dividend distribution,
coupon payment and short-term loans).

Atti del Consiglio Comunale di Napoli, 1867, Relazione sul contratto del 12 maggio 1862 per
lailluminazione a gas. The specific defendant was the General Manager Emile Hémery, bound
to the P&S by kinship ties (see Figure 3), whose speculative attitude had been already blamed
by some shareholders of the Dassier groupwho were persuaded that he was “trop de 'école
de Parent et Schaken”and that even if Basile Parent was aware of Hémery’s unfairness “‘comme
tous les grands spéculateurs n'est pas faché d’avoir un homme qu'il considére comme a lui et
qu'il peut charger de beaucoup de millions” (BGE, Geneva, Colladon’s private correspondence,
Letter of Colladon to Raoul-Duval, 21 June 1863).

Those businesses were also bound to the international banking houses Mirabaud, Paccard et
Cie and Cahen d’Anvers through credit ties (Lopez Morell, La Casa Rothschild).

Basile Parent was one of the most important shareholders, with a subscription of 7,760 shares
(Gille, La fondation, 52 ; Bonin, Histoire de la Société).

Set up in 1863 for funding the Roman railways it appears as an isolate node within Figure 4,
right side (ACS, MAIC, box 310).

The Societa per le Strade Ferrate Meridionali, already bound to CNG since 1862 (Figure 1), had
been closely related to the P&S which had become, at the same time, its building contractor,
bondholder and its legal agent at the Paris stock exchange (1864-70). This last function as a
representative at the Paris stock-exchange, in 1870, went to the Banque de Paris during the
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P&S winding-up process (Centre des archives économiques et financiers (CAEF), Direction du
mouvement général de fonds, FB0031233/2).

CNG Archive, Board meetings reports, 21 September 1868, 25 July, 10 October and 16 december
1871.

IDG was a holding company created in 1861 by the Swiss haute banque for the international
gas businesses and it was already operating on the Italian gas market in Lodi, Ravenna and
Bologna (Paquier, “Les Ador”). IDG shareholding in CNG can be traced in: BGE de Genéve,
Rapport, assemblée générale de la Compagnie de l'industrie du gaz, Genéve, years 1865-93
(1865, 500 shares out of a total of 6,000, 500 francs each; 1867, 715 shares out of a total of
6,000 shares, of 500 francs each; 1893, 2,944 shares out of a total of 24,000 shares of 250 lire.
Fernand Raoul-Duvall was Dassier’s son-in-law. August Dassier was brother-in-law of Jean
Ador who had married the Dassier’s sister Andrienne. One of their daughters (Stephanie Ador)
married Jean Daniel Colladon and one of their sons (Louis) was the father of Gustave Ador (cfr.
infra). (Perroux, « Tradition, » 171-173; Stoskopf, Banquiers et financiers; Paquier, Daniel Colladon).
It was decided to double CNG's capital up to 6 million lire by issuing 24,000 shares of 250 lire
each. 12,000 shares (out of the total of 24,000) were issued to replace 6,000 early shares of 500
francs each (CNG Archive, Reports of general meetings, 22 September 1885).

Giannetti, Tecnologia ed economia.

Paquier and Williot, “Stratégies entrepreneuriales.”

Indeed, IDG, had very early begun to invest in electricity sector since the 1880s. It was among
the co-owners of Edison Suisse and the Italian Societa piemontese di elettricita (BGE de Genéve,
Rapport, assemblée générale de la Compagnie de l'industrie du gaz, Geneve, various years).
Cassis, Capitals of Capital, 83-85 and 142-146.

Hertner, Il capitale tedesco.

CNG Archive, Board meetings reports, 10 September 1890. The Naples municipal administration
had shown some interest in entering the electricity sector from the mid-1880s, but this interest
was strongly hampered by CNG (Bruno, “Capitale straniero”; de Majo, “Manifattura e fabbrica”).
CNG Archive, Board’s meetings reports, 24 May 1894. SGI was a Rome-based company which,
since 1888, had entered Neapolitan market, by incorporating the pre-existing Societa anonima
cooperativa napoletana. By acquiring the SGI's majority stake from the Banca industriale e
commerciale di Roma (the most important shareholder of the SGI itself). (Archivio Storico
dell’Enel Napoli (ASEN), SGI, Reports of general meetings, 10 December 1888).

A credit opening by Bonna et Cie, which was CNG's agent in Geneva since its foundation and
member of the Union Financiére; loans made by IDG; new bonds issue in 1893; a credit opening
by the Banque Genevoise de Préts et Dépots (BGDP), which was in turn a direct expression of
Geneva private bankers and cooperated with Union Financiére.

Gustave Ador was also President of the Swiss State Council, at the time (Paquier, “Les Ador”).
Paquier, « Les Ador, » 163-164. This was “en raison des intéréts importants de la Place de Genéve
dans [les] affaires et du concours quelle [...] a constamment donné, particuliérement lors des
derniers accroissements [du] capital social” (CNG Archive, Reports of general meetings, 28
September 1892).

CNG Archive, Board meetings reports 26 September 1894. The contract preserved the pre-
emption right of CNG on new contracts.

CNG Archive, Board meetings reports, 25 April 1894; Segreto, “Imprenditori e finanzieri

CNG Archive, Board meetings reports, 29April 1896.

Ernest Hentsch (1853-1921), son of Charles Hentsch, had become partner of the maison
Hentsch et C*in 1878 and succeeded his father since 1902.

CNG Archive, Reports of general meetings, 23 September 1896. The presence of Hentsch met
the “désirs trés légitimes de nos actionnaires de Genéve de voir augmenter dans le Conseil la
représentation de leurs intéréts "in the belief that “Hentsch par sa connaissance approfondie
des affaires financiéres et industrielles et par la situation qu'occupe sa Maison sur la place de
Geneve, nous apportera le concours le plus précieux” (Centre des Archives du Monde du Travail
[CAMT] Roubaix, CNG's general meetings reports, 23 September 1896).

CNG Archive, Board meetings reports, 29 May 1895, 27 November 1895, 28 April 1897, 9 March
1898.
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The negotiations led by Lavaurs with a French financial group in Paris had no positive result
(CNG Archive, Board meetings reports, from 29 March to 26 April 1899).

CNG Archive, Board meetings reports, from August 1898 to March 1899. SME had taken over
a concession for exploiting of the water power of the Tusciano river (Salerno).

SNIE was founded in 1899 thanks to investors from Turin and Naples.

CNG Archive, Board meetings reports, 29 May 1901 and 26 June 1901.

Lopez-Morell, La Casa Rothschild, 283-285 and 300-301.

Paquier, “Swiss Holding Companies.”

CNG Archive, Board meetings reports, 30 July 1902, 29 October 1902. Italo-Suisse was founded
on 29 September 1902.

This complex financial operation led CNG to strongly lower its debt exposure (from 4.8 million
to about 836,000 lira) in 1903, so making it possible for CNG to comply with the requirements
deriving from a new contract which had been negotiated with the Naples municipality on 5
April 1900. The new concession provided for widening electric lighting to the whole city of
Naples and entailed that CNG should expand its plants to meet demand for new calorific use of
the gas (CNG Archive, Board meetings reports, 22 June 1903). The validity of this contract, which
had involved both CNG and SGI, was questioned, in 1900, by the parliamentary inquiry led by
the senator Saredo which investigated malpractice in the Naples municipal administration. As
a consequence, Krafft e Pérouse were questioned for monopolistic behaviour and bribery, and
Krafft went away from its post as CNG’s General Manager and entered the Fives Lille and was
appointed as General Manager (CAMT, 65 AQ G 187).

Indeed, the public utilities Municipalisation Act enabled municipalities to manage public
services through directly emanated companies while the special law for Naples'industrialisation
in 1904 entrusted the municipality of the exploitation of the hydraulic power of the Volturno
river (Berselli, Della Peruta and Varni, La municipalizzazione).

Confalonieri,“Banca e industria in Italia,” 216.

Confalonieri, “Banca e industria nella,” 337-339.

CNG Archive, Board meetings reports of different dates between 1906 and 1909.

In 1914, there were 170 municipalised companies to provide public services, among which, 31
gas companies (10 of which foreign companies Acqui [Alessandria], Bologna, Leghorn, Mantua,
Marsala, Padua, Pisa, Reggio Emilia, Udine and Vicenza) and about 50 electricity companies.
(Hertner, « Municipalizzazione e capitale »).

Since SME’s foundation, CNG took part to its capital having «pour but principal de protéger son
exploitation d'électricité a Naples contre les concurrences dont pourrait la menacer l'utilisation,
en dehors delle, des forces du Tusciano». CNG Archive, Board meetings reports, 30 May 1900.
Segreto, “Financing the Electric Industry.”

CNG Archive, Board meetings reports, 16 July 1915 and 29 September 1915; CAMT, Roubaix,
Bulletin financier Suisse, 25 September 1915. The pre-emption right was transferred as an
additional collateral for a new special loan in the form of 10-year cash bonds 6%, negotiated
by Bouvier in 1915.

The Banque de dépéts et crédit was founded in 1902 through the transformation of the Banque
Genevoise de Préts et Dépots, promoted by Franco-Suisse, Union Financiere, Paribas and other
financial partners of Franco-Suisse, in order to raise finance for the development of “certaines
sociétés formées sous Vos [Franco-Suisse] auspices”. CAMT, Roubaix, Franco-Suisse General
Meeting Reports, 18 October 1902.

Between 1915 and 1917, there were some changes in the Board’s composition.On 16 July 1915,
Pierre Bordier entered to succeed to Arthur Pernolet (died in 1915) and, on 23 August 1915,
Jean Mirabaud entered to succeed to De Siervo (died in 1913). Two years later, in 1917, Gustave
Ador went away from the Board of Directors after having been appointed as a member of the
Swiss Federal Council. Finally, in the same year, CNG’s General Director since 1905, the Swiss
engineer Louis Chavannes entered the Board to succeed to René Raoul-Duval died during
World War | (CNG Archive, Board meetings reports).

CNG Archive, Reports of general meetings, 12 October 1916.

CNG Archive, Reports of general meetings, 27 November 1918.
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99. The terms and conditions for the exchange provided for 3 CNG's shares vs 2 SME’s shares (ASEN,
Copialettere Capuano, letters between 28 September 1918 and 12 December 1920).

100. ASEN, Copialettere Capuano, letter of 19 January 1920.

101. Ibid.

102. «Cette solution est certainement a préférer sous tous les rapports. Elle a le grand avantage de
sanctionner par une réunion solennelle d’Assemblée les changements portés a I'affaire et le
procés verbal relatif pourra si nécessaire étre communiqué aux tiers. Je comprends que c’est
un petit ennui pour les anciens Administrateurs de remplir encore cette formalité, mais j'y vois
le seul moyen d'entrer officiellement et ouvertement dans la nouvelle vie de la Compagnie».
(ASEN, Copialettere Capuano, letter of 23 December 1919).

103. ASEN, Copialettere Capuano, letter of 23 December 1919.

104. Six members not including the President, baron Pio Carbonelli. (ASEN, Copialettere Capuano,
letter of 23 December 1919).

105. De Benedetti, Il masso di Sisifo, 38.

106. ASEN, SME, Segreteria Cenzato, I-3-2-d-Verbali e incarti del Comitato, Note no. 71 to SME'’s
Committee, 9 December 1921. Still in 1924 the Swiss group maintained SME’s control. lvi,
Proces verbal de la réunion des principaux intéressés de la Place de Genéve a la Compagnie
Napolitaine du gaz et a la Société Méridionale d'électricité, 9 January 1924.
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