Fondazione Luigi Einaudi

Studi
36

«FROM OUR ITALIAN
CORRESPONDENT>»

LUIGI EINAUDI’S
ARTICLES IN THE ECONOMIST, 1908-1946

Edited by
ROBERTO MARCHIONATTI

II
1925-1946

H
——
.L.LS.

0O

Leo S. Olschki editore

Firenze
2000






—
-
—
=

i SR
S m

-

J -
= -'.I. r

e

1'_qﬂ‘- i e e el e T — T ]
. |
o
— =N
.I
- oA
-1
-
L.

Yy I“'.:I| o I|_',1|'.'
e e
I"I'I‘:I-: 'y "l“":!j, '|‘l!'I 1I| I F .* L
'- [.‘. sl mn 3 1
o ST, II‘I“ “I__“‘_ll-l' “m
2y P O
. I | s |I. | .””_;_ 4
Fﬂ ||||'I : : :"._ I
. e
! 1 I I Wi |
1 = 1|| |I||_
- : I ||lII I 1 I
N
| 1 - ¥ I It :I B |'l'_" |
||“I " --
) . ey “ : i
| I| ”II” : ||::.
! . " I






Fondazione Luigi Einaudi

Studi
36

«FROM OUR ITALIAN
CORRESPONDENT

LUIGI EINAUDTI’S
ARTICLES IN THE ECONOMIST, 1908-1946

Edited by
ROBERTO MARCHIONATTI

IT
1925-1946

-
——

@

Leo S. Olschki editore

Firenze
2000

=
L.




ISBN 8822248597



CONTENTS

IT

ITALY UNDER FASCISM, 1925-1935

124.

125.
126.

127.

128.

129.

130.

131.

132.

133.

134.

“Victory of Moderates at Labour Congress. Fascist Strikes. Rise
in Cost of Living. State Finances and Inter-Allied Debts”, Jan-
UanvA24s 10PN S i e ) e G

“Italy”, February 14, 1925 ... ......................

“New Restrictions on Exchange and Stock Dealings. Rise of
Quotations. Speculative Mania. Rush of New Issues”, March
14, SZOW - % . W & B o e IR DA ol ] el

“Stock Exchange Legislation. Rise in the Rate of Discount. Re-
action in Security Prices”, April 4, 1925 . ... ......... ..

“Stock Exchange Troubles. Suspension of New Regulations. Re-
vival of Speculation. The Problem of Revaluation. Unfavourable
Reception of the Churchill Budget”, May 9, 1925 .. .. .. ...

“Stock Exchange Crisis over. Weakness of the Lira. Inter-Allied
Debts. New Super-Tax. The Increase of Taxation since the
War. Comparative Burdens of Taxations”, June 13, 1925 ...

“The Foreign Exchanges Scare. Extraordinary Payments for
Wheat. Paper Issues Stationary. The Inter-Allied Debt Pro-
blam™4eily ISNI925 M MBI St n Al STHE ) by

“Resignation of Signor De Stefani. Public Finance. Stock Mar-
kets. Duty on Cereals. Wholesale Prices”, August 15, 1925 . .

“The Campaign of the Lira. Future Policy. Slump in Stock Ex-
changes. Prices. Wages and Cost of Living”, October 10, 1925

“Debt Mission to America. Hopes of Financial Circles. The Ita-
lian Lira and French Franc”, November 7, 1925 . ... ... ..

“The American Settlement. The Dollar Subscription. Total of
the Public Debt. Stabilisation of the Lira Policy. Loans on the
U. S. Matket. Money Scarcity”, December 19, 1925 ... .. ..

AN —

»

»

»

»

»

»

»

»

»

»

333
336

339

341

343

346

349

352

354

357

359



135.

136.

137,
138.

139.

140.

141.

142.

143,

144.

145.

146.

147.
148.

149.

150.
151.

152,

153.

154,

CONTENTS

“The Bill on Industrial Disputes. Its Far-Reaching Importance.
Reform of the Senate”, January 9, 1926 . ... ............
“Economic Factors and the Bourse. Security Price Comparison.
Dear Money and Lack of Capital”, February 6, 1926 . ... ..
“Italy”, February 13,1926 . ... ..............c......
“Stock Exchange Depression. Foreign Loans for Industries.
Lira Stabilization Policy”, March 13,1926 ..............
“Stock Exchange Revival. Budget Surplus. Treasury and the
Money Market. Prices”, April 17, 1926 ... .............
“Reform of the Senate. Unification of the Right of Issue. Exter-
nal Trade. Railway Traffic”, May 22,1926 .. ............
“The Real Monetary Problem. Balance of Payments. Budget
Surpluses. Circulation and Public Deposits”, July 10, 1926 . .
“Bank Control in Italy”, September 11,1926 ... ... ... ..
“Suppression of Consortium. Consolidation of Treasury Bills.
New National Loan. Business Men’s Manifesto. Bourse De-
cline”, November 13,1926 . . . .. ... ... ..

“New Loan. Passing of the Treasury Crisis. Exchanges, Prices
and Wages”, December 11, 1926 .. ... ...............
“Stock Exchange Situation. Unemployment. Foreign Trade.
New Issues and Savings. Bank Balance-Sheets”, January 8, 1927

“Stock Market Revival. Wholesale Prices. Hours of Labour.
Loan Result. Budget Surplus”, February 5, 1927 .. ... .. ..

“Italy”, February 12,1927 ... ......................
“Stock Exchange. Credit Restriction Policy. Unemployment.
Bankruptcies. Imports and Exports”, March 19, 1927 . . . . . .
“Bankers’ Speeches. The Bank of Italy. Stabilisation of the Lira.
Velocity of Circulation. Foreign Loans”, April 16, 1927

“Italy’s Labour Charter”; May 14, 1927 .. ... ...........
“Mussolini’s Policy. Population and the Lira. Stock Exchanges.

Readjusting the Price Level. The Campaign for Reduction of
2 rices i N O D A e .

“Revaluation Policy and the State Revenue. Appeals for Econo-
my. Treasury Cash Funds. Increasing Gold Reserves”, July 2,
192774 TRAR IR TRy R BETERIL AN Soe e e
“Stability of the Lira. Internal and Foreign Gold Prices. Cost of
Living. Rents. Compulsory Arbitration. Taxation”, August 13,
1927 88 Bewr . Sbebedimedont gAY o fT rermdres s s
“Sinking Fund for Public Debt. Imports and Exports Figures.
Towards a New Economic Equilibrium”, September 17, 1927

Ly

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

362

365
369

371

374

376

378

382

386

389

391

395
398

400

403
406

409

412

415

418



155.

156.

157.

158.

159.
160.

161.

162.

163.

164.

165.

166.

167.

168.

169.
170.
171.

172.

CONTENTS

“Credit to Agriculture. Reduction of Deposit and Discount
Rates. Credit Restrictions. Increase in Gold Reserves. Possible
Stabilisation Level”, October 22, 1927 . ... .......... ..
“The Stock Exchange Situation. The Trend of Quotations”, De-
cemberd3alil o275 T wip s il S ol ulipsal senls gadle
“Investment Uncertainty. Deflation. Unemployment. Interna-
tional Trade. Awaiting Stabilisation”, December 24, 1927 . . .
“Import of Foreign Capital. Stock Market Revival. Abundant
Money. Italian Super-Power Corporation”, January 28, 1928 .
“Italy”, February 11,1928 .. .. ... ... .......... ...
“Stabilisation Regulations. The Gold Exchange System. Inde-
pendence of the Bank of Italy. Decreasing Treasury Revenue”,
MarchS 10519281 dieqT s spbpfinis Lladl bs Joafl ~pappido il
“Company Reports. Capitalisation Adjustments. A Trying Year.
Optimistic Views”, April 14, 1928 . ... ...............
“Stock Exchange Boom. The Public and Fixed-Interest Securi-
ties. State Short-Dated Bills. Unemployment. Imports of Coal
and Raw Materials. Coal Reserves for State Railways”, May
19, 19287} . 2okt . mammend, mmend | Saicw el aioes o |
“Budget Criticisms. Signor Volpi’s Reply. New Business Indices.
Banking Affairs”, June 16,1928 . ................ .. ..
“Bourse Slackness. Reduction of Expenditure. Mussolini on De-

valuation Rumours. Bank of Italy Reform. Gold or Gold Secu-
ritfes?™ Wuly"28MIOPEV N T Ealn Aol vl SEAE

“Wheat Duty Increase. Foreign Trade. Industrial Conditions.
Unemployment”, September 29, 1928 ... .. ...... ... ..

“Abolition of Flour Milling Regulations. Public Works. Increase
of Taxation. Reclamation of Land. Railway Traffic”, November
B R B B B B e A T e T L T B

“Optimism on Stock Exchange. New Issues. Gold Policy of the
Bank of Italy. The Population Problem”, December 15, 1928

“Stock Exchange. Bank Rate. Foreign Trade. Industrial Activity.
Sugar Import Duty”, January 12, 1929 .. ....... ... .. ..

“Italy”, February 9, 1929 . ... .......... ... .. ... ...
“Economic Readjustment in Italy”, February 23, 1929 .. ...

“Debt Redemption. Public Expenditure. Level of Taxation”,
MatchM G192 oo At 1t vmivnhd | Bhais .

“Bank of Italy’s Report. The Alternative to Open-Market Pol-
icy™ ATl 7A929M8 Y 18 teR S dnnid | Tt Mt

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

421

424

425

428
430

434

437

439

442

445

448

450

453

455
458
461

464

467



173.

174.

175.

176.

177.

178.

179.

180.

181.
182.

183.

184.

185.

186.

187.

188.

189.

190.
191.

CONTENTS

“Stabilisation. Stock Exchange. Company Profits. Unemploy-
ment. Foreign Trade”, May 11,1929 .................
“Foreign Trade. Emigration. Unemployment. Savings. Joint
Stock Companies. Wheat Duty”, June 15,1929 ..........
“Budget. Criticism by Parliamentary Committees. The Balance
of Trade”, July 13,1929 ... .........c.cnivurinninen
“Hague Conference. Population and Agricultural Production”,
SeptemBERTERIIO2OREES W SAURSst JIns Sl b als oo o
“Wheat Yield. Trade balance. Import Syndicalisation Proposal.
Improved Bank Reserves”, September 14, 1929 . .........
“Rise in London Bank Rate. Bank of Italy. Stock Exchanges”,
@ctoberg 2QIOPGRF Srm e & L 5o db. BRI ge Bl By
“Stock Exchanges. Bank of Italy. Foreign Trade. Treasury
Bonds and Amortisation Fund. Wheat Prices”, November 30,
020U S FARA Nop r ) e i [ p ik we pm o Cwm
“Budget Committee Report. Tax Burdens. Problem of Arrears”,
panuar Rl OB L RS L L S b

“Italy”, February 15,1930 . ........................
“Duce’s Economy Proposals. Treasury Accounts. Stock Ex-
change Failures”, February 15, 1930 ... ...............

“Exchange Payments. Bank of Italy. Prices. Foreign Trade.
Bourses”, March 29,1930 .......... ... ............
“The Corporative State and its Cost. Labour Agreements. Tax
Changes. Sunking Fund. International Trade. Industrial Divi-
dends"” June 14, 1930 . ... ... ... ...
“Tariff Reprisal. Motor Duties. Tax Increases. Diminished Rev-
enue. Production Indices”, July 19, 1930 . .. ... .........
“State Revenue. Industrial Employment. Moderate Bourse Re-
action”, August 23, 1930 . ...... ... .. .. ... ... .. ..
“Societa per le Bonifiche Ferraresi. Effect on Stock Exchange.
Proposed Reform of Company Law. Auditors”, September 27,
ICBO 51 L o el e e e s o
“Bonifiche Ferraresi. Warnings by Signor Mussolini. Bourse. In-
creasing Investment by Banks. Bank of Italy”, November 1, 1930
“Budget Deficit. Public Servants’ Salaries. Press Cost-of-Living
Campaign. Wage Reductions. Unemployment. Traffic. Foreign
trade”, December 13, 1930 ... ......... ...
“Governor Stringher”, January 3, 1931 . .......... ... ..
“New Bank Governor. Stock Exchange. Company Embarrass-
ments. Bank Return”, January 31, 1931 . ... ...... ... ..

— VI —

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

471

473

475

478

480

482

484

487
490

494

496

499

502

504

507

510

513

516

517



192.
193.

194.

195.

196.

197.

198.

199.

200.

201.
202.

203.
204.

205.
206.
207.

208.
209.
210.

211.

212.

213.
214.
215.

CONTENTS

“Italy”, February 14, 1931 ... .......... . ...........

“Stock Exchange. Revenue and Expenditure. Railway Traffic.
Foreign Trade. Unemployment. Prices”, March 14, 1931

“Railway Traffic and Road Competition. Winding up of Banca
Agricola Italiana. Supervision of Savings Banks. Bourses”,
Ry 2 OB I 1 ot B e o] o Tt Drai SRS e e

“Treasury Bonds Issue. Sinking Fund. Taxation Problems. Eco-
nomic Indices. Balance of Trade. Emigration”, June 20, 1931

“Low Agricultural Prices. Quota for Foreign Wheat. Flour
Duty. Aid for Mineral Industry. Tax Changes”, July 25, 1931

“Stock Exchange Declines. Restrictions on Bear Operations.
Unemployment. Industry. Foreign Trade. Revenue”, August
Pk A o o 50 o o ol 5 SRR I e L R

“Reception of British News. Monetary Situation. Reaction on
Industry”, October 3, 1931 .. ......................

“Stability of the Lira. Emergency Decrees. Tariff”’, October 10,
IS okt ore o odoicro B oo e odkis v bk dtch drets i el el

“Gold Reserves. Unemployment. Budget Figures”, October 17,
JPE IS MR b b ot e ioime G paato ik el o o gt Lt i RO Tl A

“Gold. Foreign Trade. Unemployment”, October 24, 1931 . .

“Prime Minister’s Speeches. Maintenance of Gold Standard. So-
cial Policy. Stock Exchanges”, November 7, 1931 ... ... ..

“Banking Changes. A New Body”, November 14, 1931

“Stock Exchange. Shipping Combine. Council of Corporations.
Industry. Money”, December 5, 1931 .. ...............

“Istituto Mobiliare. Bank of Italy. Trade”, December 26, 1931
“Revenue. Commercial Restrictions”, January 9, 1932 . ... ..

“ Public Finance. Stock Exchange. Cartellisation”, January 23,
937 P P W B e SRS AL A el o

“Deficits. Taxation. Stock Exchange”, February 6, 1932 . . ..
“Ttaly”, February 13,1932 ... ......................

“Exchange. Banking. Industrial Consortia. Foreign Trade”,
MarchtSIpiO32iseas Mg o o b T07 ) om a8, " st

“Rayon. Banking. Commercial Treaties. Wheat Quotas”, March
269193 28 YRERE PR v v wrpnd] 1w s o e gl aa i anh)

“Banking. Exchequer Bonds. Unemployment. Cartels”, April
106,193 20 mrm g et s e Ao e o AF B e e 0,

“Proceeds of Loan. Bank of Italy. Exchanges”, May 7, 1932 .
“Budget Control. Taxation and Debt. Reforms”, May 21, 1932
“Finance. Corporative Council. Grain Quota”, June 25, 1932

_IX —

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

520

525

527

530

533

536

538

540

542
543

545
547

551
555
557

561
563
565

569

572

575
577
580
582



216.

217.

218.

219.

220.

221.

222.
223.

224.
225.
226.
227.

228.
229.

230.

231.

232.
233,

234.

235.

236.

237.

CONTENTS

“Growth of Corporative System. Railways and Roads. Gas.
SIp”, July 16, 1932 .+ . oo vt e

“New Finance and Corporation Ministers. Regulation of Car-
tels. Sicilian Sulphur Consortium”, August 13, 1932 . ... ...

“Prices. Sugar Beet and Wine. Bank and Liquidations”, August
Pl ICEY 6 o o 0o 50 oLk R e ARSI CRLE SYSPSINR SSARS! |-

“ Cotton Agreement. Unemployment. Prices. Stock Exchange”,
Septemberel AR5 28NS SNSRI DU S el i

‘“ Interest Reduction. Supertax. Commercial Retaliations. Car-
tellisation. Crops”, October 15,1932 . ................

“Budget. Savings. Railways. Unemployment”, November 5,
1932 S HENES e o I T rhenianSndipee

“Italian Stock Exchange Conditions”, November 5, 1932 . . .
“Collective Agreements. Extensions to Metayers. Compromise
Reached”, November 19,1932 .. ............ ... .... .
“Iralia Shipping Company. State and Private Concerns. Pre-
ferred Shares”, December 17, 1932 ... .. ..............
“Istituto Mobiliare. Bank of Italy. Budget”, January 14, 1933
“The Italian Bank Rate”, January 21, 1933 .. ... ........
“New Institute for Industrial Reconstruction. Liquidation of
Frozen Assets. Bourse Hopes”, February 4, 1933 . .. ... ...
“Italy”, February 18, 1933 . .. ... ... .. ..... ... ... ...
“Reconstruction Loan. Tax Reductions Experiments”, February
200 1955 S e e I T A e s s e L
“Stock Exchange. Industrial Indices. Silk. Rice”, March 18,
19335 3. s N NP ENT e 2 S| TR b Sl der Y
“Gold reserves. Restriction of Note Issue. Changes at the Banks.
Company Meetings”, April 15,1933 .. .. .......... .. ..
“Central Bank Reserves. Industrial Profits”, May 6, 1933
“Gold Standard. New Tariff Powers. Shrinking Trade”, May
20,8193 3P —Aleeelh | Soaflae 87 Bin L ARR L Al i
“The ‘Corporative’ State. The Duce’s Economic Powers”, May
275 193350 5 et o R L AR . e e T bl
“Stock Market Recovery. Government Borrowing. Wheat Situa-
tiont}Junei2d, V9331 dphp tetlnae o B S el s T
“New Railway Issue. Business Recovery. Financial Reconstruc-
tion';July,29,51.933W8 Tt | o ghat] By om] el b= o

“Unemployment. Wheat Sowings. Bank of Italy”, August 26,
1933y . FHREPaom e e oo b ouwmmm s =

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

584

586

588

590

592

596
598

599
601
603
605

606
608

611

613

615
617

619

621

623

625

628



238.

239.
240.

241.

242,

243.

244,

245,

246.

247,
248,

249.

250.

251

252.

253,

254.

255.

256.
257.

258.

CONTENTS

“Falling Interest Rates. Bank of Ttaly. Industrial Profits”, Sep-
tember2aW133wa i AN 5.1 o e M 0E W

“The New Italy”’, November 18,1933 . . ... ............
“Rise in Security Prices. Signs of Recovery. Rice and Wheat Pro-
spects”, November 18,1933 .. .. ....................
“Fascism and the League. The Corporative State. Production in
19327, December 16, 1933 . ... .....................

“New ‘Corporations’ Policy. More Wage Cuts Likely. Treasury
Conversion Operation. Falling Interest Rates and Increased Sav-
ingsipyanuatyy 1S I3 R BN Bl AR L B e isiss
“Elections to the New Chamber”, February 17, 1934 ... ...
“Ttaly”, February 17,1934 . ... ... ... . 0. ..
“Conversion Success. Exchange Regulations. Economic In-
dices”, March 10, 1934 . ..... ... .. ... . ... ... .....
“Outburst of Pessimism. Liquidity of the Banks”, April 21,
L e e e e T e s 0 o% s a1 o4 s s @ s
“Italian Banking”, April 28,1934 ... .................
“Budget Deficit and the Gold Reserve. Reducing the Cost of
Living”, May 26,1934 . .. ... . ........ ... ..........
“Signor Mussolini’s Important Speech. Capitalism on the Dole”,
June}9y 1934 SRt - . sl S St remieadl Blac 1 o )
“Italian Opinion and the German Executions. More Budget
@uts’ M ulyi2/ 19348 S e L e W R sk, fad. Do

“Home and Foreign Politics. New Index of Production. Control
of New Industries. Fall in the Gold Reserve and Credit Policy”,
August25R103 48 S Sarwunt S Sl e, Bt deiei
“The Corporative State. Floating Debt and Gold Reserve”, Oc-
tober- 20 W93 WIS w1 SRR a0 Easam dige Y Al
“A Drive Against Unemployment. Increasing Import Surplus”
November 17,1934 . ... ..... . ... . ... .. ... ... .....

“Deflation and the Lira. New Emergency Decrees. Reactions to
the Decrees”, December 15,1934 . .. ... ..............

“Changing the Guard. Foreign Trade and Home Production”,
Eebruaryl2sg1035 15N, - StmnT il ave s shst gk o

“Italy”, February 16,1935 ... ......................

“The Gold Resetve and Import Restrictions. Italy’s Balance of
Trade by Countries”, March 2,1935 . ... ..............

“Import Regulations and Barter. IRI to Resell its Industrial
Shares?”, March 30, 1935 . ... ... ... ... . ... ...,

’

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

629
631

636

638

642

645

647

651

654
656

660

662

664

667

670

672

675

678
681

684

687



259.

260.

261.
262.

263.
264.

265.

266.

CONTENTS

“Foreign Investments and the Gold Reserve. The National Sav-
ings”, April 20,1935 . .. ... .. ... ...

“Stock Exchange and Industrial Recovery. The Public Debt”,
uncsPRIO55are P v et lons b pmeat Salem r . o

“Rates of Interest Rising. Production Increasing”, July 13, 1935

“A Steep Rise in Prices. The State’s Assets and the National
Debt”, July 27, 1935 . ... ...

“Ttaly”, August 3, 1935 . . ... ...

“The New Financial Decrees. The Mobilisation of Foreign Secu-
rities”, September 14, 1935 . .. ... .. ...

“Production and Employment. Prices Rising”, October 19,
JCEIZY B & o ojslie o o Tl 0 o g o o L e o Wy
“Public Opinion and Sanctions. The Problem of Oil Imports”,
November 16, 1935 .. ... ... ... ... .. .. ...

FROM 1936 TO THE SECOND POST-WAR, 1936-1946

267

268.
269.
270.
271.

272.
273.
274.

275.
276.

277.

278.

279.

280.
281.

. “The Budget Deficit. Financing War Expenditure”, January 11,
ICBOET o o5 g A1d o BB, #J il 5g K STRCRCE I iy 1L SN

“Italy”, February 15,1936 ... ......... ... ... .. ..
“Reorganisation of the Bank of Italy”, March 21, 1936 . .. ..
“Dwindling Gold Reserve”, April 25, 1936 .. ...........

“Sanctions and Planning. The End of Deflation”, August 15,
19361 B 2pwry . 2o e Bl e Nt B LA ke

“Falling Birth Rate. The Growth of Rome”, February 13, 1937
“Italy”. February 13, 1937 .. ....... ... .. .. .........

“State Trading and Devaluation. The Attempt to Control Prices.
The Growing Duties of the Corporations”, February 27, 1937

“The Capital Levy. Stock Exchange Optimism”, April 10, 1937

“Prices and Wages. Heavy Import Surplus. Financing War”,
Junci26819378. S85%. | Sl i mplel & svmmey. el 06 3m

“Revival in Industrial Employment. The Changing Balance of
Foreign Trade. Recovery and the State Monopolies”, October
9, 193 ey e D SR ST Bl M B b 1ty g

“Corporativism in Agriculture. Rising Trend of Public Prices”,
October 30, 1937 ... ... ..

“State Expenditure. National Income. The Capital Levy”, Janu-
any 2251038 Ne i (R MRS R e e

“Italy”, February 12,1938 .. .......................
“Record Capital Issues. Upward Trend in Trade”, April 2, 1938

— XII —

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

689

692
694

696
699

700

703

706

711
713
716
719

721
723
725

728
731

734

737

739

741
744
747



282,

283,
284.

285,

286.
287.

288.
289,

290.
291.
292,
293,
294.
295.

CONTENTS

“Employers’ Individualism. Workers’ Organisation. Rising Im-
port Surplus”, May 7, 1938 ... .....................

“Financial Deficits. No Inflation”, June 11, 1938 .........

“The Farmer’s Year. Industrial Production. The Terms of
Trade”, December 31, 1938 .. ......................

“Savings. Bank Investments. Credit Machinery. New Invest-
ment”, January 28, 1939 .. .. ... ... ...

“Italy”, February 18,1939 .. ............. .. ... .. ...
“Fall in Italian Shares”, April 8, 1939 .. ............. ..

“Autarky and Trade in Italy”, June 24, 1939 . ...........
“Business Opinion in Italy”, November 25, 1939 . ... ... ..

“Optimism in Italy”, February 10, 1940 ............. ..
“Rationing in Italy”, February 17,1940 . .. .. ..... ... ...
“Italy”, February 17,1940 .. .......... ... .. ... .....
“Italy’s Finances”, June 15,1940 ... ................ .
“Italy’s Finances”, March 3, 1945 ... .......... .. .. ...
“The Franco-Italian Frontier”, August 17, 1946 ... .......

UNPUBLISHED ARTICLES BY LUIGI EINAUDI
FOR THE ECONOMIST

. “Italy. Strikes in industry and agriculture. A statistical series

after 1880. The after war fever. The 1923 abrupt fall. Red and
Fascist. Trade-Unions. Fascist speeches favourable to working
classes aims. Progress in consumption”, July 25, 1924 . . . . . .

. “Italy. War debts and Italian point of view. Foreign indebted-

ness and their true burden. Rate of interest on saving certificates
reduced. Gold reserve. Competition to Railways. Sugar taxes
and consumption”, December 11,1932 .. .. ..... ... . ...

. “Banking in Italy”, June 11,1938 .. ... ........ ... .. ..
. “A Memorandum on some possible misunderstandings between

Anglosaxon and Italian peoples”, June 20, 1944 ... ... .. ..

APPENDIX A: Letters

L. Letter from Francis W. Hirst to Luigi Einaudi, March 25, 1908

2,

Letter from Francis W. Hirst to Luigi Einaudi, July 20, 1908

3. Letter from Luigi Einaudi to Luigi Albertini, January 21, 1912
4. Letter from Francis W. Hirst to Luigi Einaudi, February 2, 1912

— XIII —

»

»

»

»

»

»
»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

749
751

754

758
762
766

768
771

774
777
778
780
782
784

787

790
792

794

805
805
806
809



CONTENTS

5. Letter from Hartley Withers to Luigi Einaudi, April 14, 1920

6. Letter from Norman Crump to Luigi Einaudi, December 11,
1928 and Einaudi’s reply, December 17, 1928 ...........

7. Letter from P. M. Wallace to Luigi Einaudi, November 6, 1931
. Letter from Donald Iyerman to Luigi Einaudi, May 16, 1940

9. Letter from Geoffrey Crowther to Luigi Einaudi, January 15,
19451 5 Jaeeuins: EEUR, Loim b o sl P polme ol JBRE. SR rpraep )

10. Letter from Walter T. Layton to Luigi Einaudi, May 2, 1955 .

o

ApPPENDIX B: In praise of Luigi Einaudi

1. “A Great Italian Liberal”, The Economist, May 15, 1954 . . ..
2. Obituary of Luigi Einaudi, The Economist, November 4, 1961

3. “In commemoration of President Luigi Einaudi” by Walter T.
Layton, Febraury 20,1962 .. .......................

SUBJEGIRINDEXE Iy AL g, s RN P M) e o !

NAME INDEX .. ..ottt et e e e e

— XN —

»

»

»

»

»

»

»

»

810

811
813
814

815
815

817
819

820

825
829
833



ITALY UNDER FASCISM, 1925-1935






124.

ITALY

VICTORY OF MODERATES AT LABOUR CONGRESS — FASCIST STRIKES —
RisE IN CosT OF LIVING - STATE FINANCES AND INTER-ALLIED DEBTS

From our Correspondent

Turin, January 10

As foreseen in my last letter (Economist, December 13™), the Congress
of the General Labour Confederation, held in Milan in the second week of
December past, ended in a victory for the moderate section of trade union-
ism by a majority of 135,316 votes, against 54,792 Maximalist Socialist and
32,596 Communist votes. The majority stood on the ground of democratic
government, and of class struggle, but not minority proletariat dictator-
ship. It was resolved that trade unions should keep themselves indepen-
dent from political parties. The resolution was in some quarters welcomed
as an augury of a new Labour Party, somewhat after the fashion of the Brit-
ish Labour Party. Political conditions and historical precedents make it,
however, highly improbable that a Labour Party will succeed against
old-established Socialist parties. The splitting of these into Socialist proper
and Communists was inevitable; and it is probable that the moderate or
united party will gather around itself the great thinking majority of the
working classes.

Fascists struggle fiercely to win over working-men from the allegiance
to Socialist parties. But they are meantime apt to become entangled in the
vagaries of Socialism. An interesting instance of this was seen in the long
strike at Carrara. The marble workers were always in the past a restless

124. January 24, 1925, pp. 142-143. The article, unsigned, was published in the section:
“Overseas Correspondence”. Its attribution to Luigi Einaudi is certain because the original
manuscript, entitled “Italy. Victory of the moderate section: at Labour congress. Fascist strikes.
Rise in wholesale prices and cost of life. A good state finance and the menace of inter-allied
debts”, dated “January 10, 1925”, is kept in the Einaudi archives.
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community. From being anarchists and revolutionists they were converted
to the Rossoni creed of Fascist corporations. A local leader, a Fascist M.P.,
led them in a struggle which lasted 47 days. Half a dozen of the biggest
marble merchants stubbornly refused to yield. In the end Fascist corpora-
tions were driven to proclaim a general strike in the Carrara district, ex-
tending to public services - truly a singular outcome for the adherents of
a party whose advent to power was favoured by promises that public ser-
vice strikes would be finally exterminated. The end of the strike was not a
success; the men were compelled to return to work with a 10 per cent. in-
crease of the wages for a minority only of the workers, excluding the hard-
est worked section 7.e., the hewers.

The uneasiness felt in the labour world is partly traceable to the in-
creasing cost of living. Wholesale prices, on the basis 1913 equal 100, have
risen as follows, according to the Milan Chamber of Commerce index
number:

Average for the Year Average for the
Month of

1921 1922 1923 1924  December, 1924
Vegetable food ..................... 516-8 555-2 533-9 5733 5737
Animal ¥ 649-4 587-4 566-8 6184 646-7
Textiles ............. 480-1 583-1 6733 709-4 718-4
Chemicals 440-1 437-2 421-6 460-1 5375
Minerals and metals ............. 5144 524-1 547-7 5495 569-1
Building materials ................ 570-3 5197 519:0 554-4 579-0
Miscellaneous vegetables ..... 499. 508-2 515-9 4912 5775
Miscellaneous manufacturing 5375 535-8 534-6 543-0 5559
General average .................... 5165 529-3 535-8 5535 5933
Purchasing power of the lira  19-44 18-84 18-67 18-1 16-85

After a continuous rise from year to year of the annual averages, the
index for December, 1924, was the highest in the series. Never has the pur-
chasing power of the lira been so low (16.85 per cent. on the 1913 basis) as
in the past month. Below is quoted the index number (maximum and mini-
mum monthly general average) of the cost of living for a working-class fa-
mily of five (two parents and three boys) in Turin:
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First Half of 1914=100

Food Clothing House Iielzthfc Miscellaneous General Index

Monthly Minimum:

1920-July 4093 479-1 100 415-0 4559 3840
1921-July 446-3 411-4 120 3542 537-1 404-7
1922-April 470-3 433.3 120 378:1 587-0 404-5
1923-March .......... 480-7 436-7 120 423-1 574-4 435-8
1924-June ............. 507-8 459-1 200 3919 566-6 462-1
Monthly Maximum:
1920-December ... 5099 5473 110 5288 5136 465-6
1921-December ... 536.7 447.5 120 433.5 5783 471-0
1922-January ........ 523.7 4543 120 435-4 590-7 465-7
1923-December ... 504-7 470-4 200 460-0 5773 4667
1924-December ... 5769 502-9 250 448-8 577-1 5189

The monthly maximum and minimum alike are regularly growing from
year to year; and the present index is at its highest level. Speculations about
the origins of the rise are rife in the Press. With a Budget which closed in
the financial year 1923-24 with a deficit of only 418 million lire, following a
deficit of 3.029 millions in 1922-23, and an estimate of a small surplus in
the current year 1924-25, and of a 178 millions surplus for the future year
1925-26; with a decrease of 1,464 million lire in the adverse trade balance
in the first ten months of 1924, compared with the same period of 1923; in
the face of the reimbursement made in the year 1922-23 of State debts to
Brazil, Canada, Sweden, and Holland, for food and other war purchases,
and the arrangements already made for the reimbursement February next
of the issue of 51.6 million gold lire made in the American market, so that
all external debts, always excepting the war debts to Great Britain and Uni-
ted States, will be wiped out; in the face of a decrease in internal State
debts from 95,500 million lire on June 30, 1923, to 92,205 on November
30, 1924, and the progressive conversion of short exchequer bills into long-
dated bonds, the depreciation of the lira is somewhat puzzling. The only
adverse international factor is the problem of inter-Allied debts. If Great
Britain and United States are serious when they talk of payments to be
made by Italy, the equilibrium of the State Budget would be seriously me-
naced. With taxes already highly pressing on private incomes, which, on
the average, are well below British and American incomes, a further in-
crease would be perilous and almost impossible. No goverment would dare
to propose tax increases for the sake of paying interest on the inter-Allied
debts. Is it worth while for the creditor-States to upset Italian finances, and
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consequently international exchanges and trade, only to achieve the du-
bious result of importing Italian goods at low prices?

125.
ITALY

ForeIGN TRADE. — Figures of foreign trade in 1924 and earlier years
were as follow (in millions of lire, precious metals excluded):

Excess of
Impgtes Exporey Imports Over Exports
19092134 s bees. Aot o 3419 2212 1,207
1920 ....... 26,822 11,774 15,048
1921 ... 17,267 8,275 8,992
1922 ... 15,765 9,302 6,463
1923 B ma wui S4 T 17,198 11,059 6,139
1924 (Jan. to Nov.) ...ccceu.e.... 16,890 12,534 4,355

Statistical methods of valuation were changed as from July 1, 1921, and
the figures are therefore not exactly comparable; but they show a consider-
able decrease in the relative excess of imports over exports.

CRrops. ~ Agricultural yields were not quite so bountiful as in 1923, but
were good as compared with the prewar average (in tons, 000 omitted):

Average 1909-14 1923 1924
4,927-3 6,119-1 4,621-2
2,568-3 2,265-9 2,662-8

486-7 520-9 556-4
7,047-2 8,384-8 7,029-2

For the sake of comparison, it should be remembered that the popula-
tion increased from 34.7 millions on June 10, 1911, to 41 millions at June
30, 1924,

125. February 14, 1925, pp. 13-14. The article, unsigned, was published in the supplement: The
Economist. Commercial history & Review of 1924. Its attribution to Luigi Einaudi is certain from
the correspondence between Einaudi and the editorial staff of The Economist (letter from Leo-
nard J. Reid to Luigi Einaudi, December 4, 1924 in the Einaudi Archives).
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INpUSTRY. — The silk industry, our oldest and greatest industry, contin-
ued to benefit in 1924 from an increasing crop of cocoons; 60 million kilo-
grams were obtained, as against 56.8 in 1923, 43.5 in 1922, 42.9 in 1921,
and 41.2 in 1920. Spinning is stationary, but fairly active progress has been
made in weaving. Silk manufactured products were exported in the finan-
cial year 1923-4 to the extent of 488 million lire, as against imports of 137
million. In 1909-13 the average annual export was 102 million lire, while
imports were 48 million.

Imports of raw cotton increased from 167,558 tons in the first eleven
months of 1923 to 186,372 tons in the same period of 1924.

Compared with the average imports of 184,100 tons in 1909-13, a
moderate progress is visible. Spun-goods production in the cotton years
1922-24 reached 170,000 tons, against 166,500 tons in 1911-13; manufac-
tured goods were produced to the extent of 157,000 tons in 1922-24,
against 155,000 tons in 1911-13.

Production of raw hemp gained ground in 1924; 75,000 tons were ob-
tained, against 60,300 in 1923 and 504 in 1922. The national hemp indus-
try works about a third of the native produce. The wool industry con-
sumed about 40,000 tons of foreign natural wool and 25,000 tons of
native wool.

Pig-iron production increased from 236,000 tons in 1923 to 300,000
tons in 1924; steel production from 1.2 to 1.4 million tons. In 1913 the fig-
ures were: Pig-iron, 427,000 tons; steel, 989,000 tons.

Prices AND WAGES. — Professor Mortara has published his usual set of
index numbers:

Paper  Wholesale

Paper : A Pricein  Cost of
Issue OfP giﬁ d “ I_I,)iiser Gold Lire  Living Wages
191314 oo, .. 100 100 100 100 100 100
1921-1* half-year 772 460 551 120 560 540
TRl 7 760 455 525 115 522 520
1922-1% ” o/ Al 389 517 133 503 515
LS By Ll 751 430 542 126 498 505
192351500k PIRSG et 716 401 539 134 495 480
e It PRl s, 727 442 531 120 493 476
1924-1%  ” . 713 443 545 123 517 474
Pegle T wl e 745 444 562 127 538 480
” December  ........ 745 449 593 132 580 485
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Wages, which up to the end of 1922 were kept in equilibrium with the
rising cost of living, have fallen back, but the increased number of days
worked, and, possibly, an increase in the number of workers per family,
somewhat make up the deficit.

MonNEY AND Stocks. — The official rate of discount remained all over
the year fino at 5'/, per cent., but private discount and stock exchange pro-
longation rates were much higher — up to 8 per cent. last month. The clear-
ings at the Italian clearing houses, which totalled 52,917.4 million lire in
1914, reached 298,952.8 in 1919, 845,095.7 in 1923, and will come to
about 900,000 million lire in 1924 (832.2 million lire in the first eleven-
months).

Professor Bachi’s index number for share prices on the basis of 100
for December, 1918, rose to 110.02 in June, 1919, falling to 56.45 in
April, 1922. At the end of 1923 the figure was 85.67, and rose steadily
to 114.34 in May, 1924. After a setback in June and July, the upward
movement continued till 125.83 was reached at the end of November,
1924.

PusLic FINANCE. — New debts incurred for balancing the Budget,
exclusive of foreign debts, amounted in 1918-19 to 11,800 millions, in
1920-21 to 11,224 millions, in 1921-22 to 6,232 millions, and in 1922-23 to
2,605 millions. In the financial year 1923-24, however, the internal debt
diminished by 2,381 million lire, and in the second half of 1924 by 1,175
milion lire,

Equilibriurn in the State Budget may thus be said to have been
reached, apart from questions affecting foreign debits.
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126.

ITALY

NEW RESTRICTIONS ON EXCHANGE AND STOCK DEALINGS —
RiSE OF QUOTATIONS — SPECULATIVE MANIA —
RusH oF NEw ISsuEs

From our Correspondent

Turin, March 4

On Saturday, February 28", after the closing of Stock Exchanges, a
Royal decree suddenly introduced new stringent regulations on speculative
dealings in securities and on foreign exchange transactions. Brokers are
thereby prohibited from dealing personally in foreign exchanges; they
can act only as brokers, and not as jobbers. All dealings are to be regis-
tered, indicating names of buyers and sellers, price, date, details of the bills
of exchange dealt with, &c. The State Institute for foreign exchanges has
the right to require from all banks and exchange dealers figures of their
credits in foreign exchanges, and of their debts in lire towards foreign cor-
respondents. The Institute can require daily communications of all buying
and selling transactions in foreign exchanges. The immediate cause of the
decree, which savours of war legislation, is the drift of the lira towards low-
er gold quotations.

The average gold value of the lira for the year 1920 was 25.6 per cent.
of the value; it fell to 22.2 per cent. for 1921, rose in 1922 to 24.6 per
cent., but again declined to 23.8 per cent. in 1923. At the end of 1924
the percentage gold value was 22.5 per cent. At the end of January,
1925, the lira sank to 21.5 per cent. level; at the end of February to
20.9 per cent. Fears are current that too many Italian capitalists are mak-
ing investments abroad.

Up to the present the emigration of capital is not noticeable so far as
the average saver is concerned; it seems, indeed, to be limited to non-remit-
tance to Italy of the proceeds of sales of Italian goods made in foreign
countries. Italian business men and exporters are accumulating dollar or

126. March 14, 1925, pp. 502-503. The article, unsigned, was published in the section: “Overseas
Correspondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, en-
titled “Italy. New regulations on foreign exchanges and stock tuture dealings. Rise of quotations
and speculative mania” and dated “March 2, 19257, is kept in the Einaudi archives.
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sterling credits at New York, London, Zurich, &c. It is impossible to gauge
the extent of the accumulation, but the Treasury evidently desires to keep
an eye, on the movement.

The decree also regulates future dealings in Stock Exchange securities.
No dealing in futures can be executed by brokers if the principal does not
previously pay down in cash 25 per cent. of the price of the security which
he intends to buy. It will not be an easy task to put this new regulation into
practice, but its aim is clear. Speculation is rampant on the Italian bourses.
The average Bachi’s number index of the quotations of certain important
variable dividend securities (basis equals 100 for December, 1918) was 64
for 1922, 77 for 1923, 110.7 for 1924. But 1924 closed with the maximum
of 130, and at the end of January the figure touched 131.2. At the end of
February the index will be, when calculated, several points higher still. In-
dividual rises are much more pronounced than these averages, all the usual
characteristics of Stock Exchange speculative mania being present. The or-
der to pay down 25 per cent. of the purchase price aims at eliminating from
the markets all principals without money or credit who buy securities at
random in parcels of thousands at a time in the hope of covering by sales
at rising prices. The speculative mania was extending so alarmingly that the
Committee of the Milan Stock Exchange was obliged to create a ticket of
admission, a thing unheard of in Italy, in the hope of diminishing the
crowd. Increasing stringency in the carry-over rates was scarcely effective.
Whereas the official rate of discount was not changed from the old 5.50
per cent., carry-over rates, which were 6.50 to 7 per cent. in January,
1924, were put up to 7.50-8.50 per cent. in January and February, 1925;
but the hopes of great gains on price differences ran so high that specula-
tors disregarded the interest charges. Second-rate operators are known to
have paid prolongation rates of 5 to 10 per cent. monthly. A restriction of
credit against these extravagances was long overdue.

The speculative mania is abetted by the continuous increases of capital
by old companies and flotation of new securities. The capital issued by
joint-stock companies increased in 1922 by 1,044 millions lire, in 1923
by 2,128 millions lire, in 1924 by 4,839.5 millions lire, and in January,
1925, by 627 millions lire. Like a snowball, increases are doubling them-
selves every year. The depreciation of the lira goes far to explain this move-
ment. Circulating capital is needed in greater quantity; machines and
buildings are most costly; old capital ought to be re-valued in order to
bring it in harmony with modern values. Re-valuation takes the limping
form of watering, 7.e., introduction of new capital in depreciated lire side

by side with old capital in old gold lire. Dividends, which would have had
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an ominous appearance of 30 or 50 per cent. on gold capital, are thus re-
duced to the more manageable and democratic percentages of 10 per cent.
on watered capital. No wonder that in such a transient and uncertain mar-
ket speculation is rampant. It will be interesting to observe if the 25 per
cent. decree will be effective in persuading operators to be more prudent.
In the meantime, all bourse operators are alarmed, for they say that it is
impossible to make principals anticipate payment of 25 per cent. of a
sum due only an the settlement day at the end of the month. Stock Ex-
changes were, therefore, in the first two days of the new régime almost
idle, as operators are on strike against the new regulations, in the hope that
Government may be induced to change the new regulations, which they
say is unworkable.

127.

ITALY

Stock EXCHANGE LEGISLATION — RISE IN THE RATE OF DISCOUNT -
REACTION IN SECURITY PRICES

From our Correspondent

Turin, March 31

The Royal Decree of February 28, to which I called attention in my
last letter, had an eventful sequel in March. No other economic problem
was talked of in financial circles; newspapers were full of rumours on
new drastic impending legislation, and a very interesting debate took place
in the Senate. The market took no notice at the section of the Decree
which re-established supervision on foreign exchange dealings; but was
greatly alarmed at the section four which prohibited brokers from accept-
ing orders of purchase from principals who did not pay in cash 25 per cent.
of the price of securities bought for the end of month settlement. They said
that the regulation made Stock Exchange dealings almost impossible, be-
cause nobody would be willing to pay in cash a big percentage of the pur-

127. April 4, 1925, pp. 657-658. The article, unsigned, was published in the section: “Overseas
Correspondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, en-
titled “Italy. The decrees on stock exchange dealings and the limitation of brokers. Rise in the
rate of discount. Reaction in securities prices”, dated “Turin, March 31, 1925, is kept in the
Einaudi archives.

— 341 —



ITALY UNDER FASCISM, 1925-1935

chase price of a security which might be sold before the end of the month’s
settlement. There was, therefore, a rush of forced sales on the part of dis-
concerted bulls. Prices went tumbling down by hundreds of points in a few
days. The Finance Minister felt obliged to revise the Decree, and a Treas-
ury minute ordained that for purchases to be settled at the end of March
and April (our Stock Exchange settlements are monthly) the percentage to
be paid down be reduced to 5 per cent., to 10 per cent. for May settlement,
and to 15 per cent. for June settlement, so that only for July settlements
will the percentage be the normal one of 25 per cent.

But a more profound impression was exercised on the Stock Ex-
changes by a new royal legislative Decree of March 7%, followed by a Min-
isterial Decree of the same day, which fixed the maximum number of the
exchange and securities brokers (agenti di cambio) at the following figures:
- 60 at Milan, 45 at Genoa, 39 at Turin and Rome, 30 at Trieste, 15 at Na-
ples, 5 at Florence, 4 at Bologna, and 3 at Palermo Bourses. Banks were
excluded from the parquet, or from the privilege of open dealing at high
voice (alla grida). All brokers were forbidden to deal in securties on their
own account, which was somewhat of a novelty in Italy, where the distinc-
tion between brokers and jobbers is practically non-existent. The guaran-
tee (cauzione) to be deposited by brokers was to be suddenly raised from
50,000 and 100,000 lire to 1,000,000 lire for the brokers in the Milan and
Genoa Bourses, to 800,000 for Rome, Turin, and Trieste, 500,000 lire for
Naples, Florence, Bologna, and Palermo. All present brokers’ charges were
declared void as from June 1, 1925. The Government will select a third of
the number assigned to each Bourse: 20 for Milan, 15 for Genoa, and so
on. The first third selected by the Government’s patronage will select
the second third, and the two thirds will co-opt the remainder. All brokers
will henceforth be united in a “Corporation”, which will have a charter,
and be responsible, up to a certain amount, for the obligations of its several
members,

The Decree, which was copied almost verbatim from the Statutes of
the Compagnie syndicale des agents de change of Paris, produced consterna-
tion in the brokers’ circles. After long-drawn negotiations another Treasury
Minute was published, which assured existing brokers that due regard will
be had to acquired rights. The promise was not explicit; but it seemed to
respect the principle of the life-tenure of present brokers’ offices.

On March 7, 1925, another Ministerial Decree increased the official
rate of discount from 5.5 to 6 per cent., and the rate of interest on advances
on securities from 5.5 to 6.5 per cent. The Minister of Finance was evi-
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dently of the opinion that speculation was rife in the Italian Bourses, which
was very much akin to a flight from the lira toward goods and securities
representing goods, and he endeavoured to check this mania by 1) making
speculation difficult with the 25 per cent. cash payments, 2) reducing the
number of brokers, 3) increasing the price of money for speculative deal-
ings. Perhaps this last remedy was the only useful one. Money was certainly
too cheap, and its cheapness worked against the revaluation of the lira,
which last the Minister declared to be his aim during the Senate debates.
But it is too soon to say if the dear money will reduce the paper issue and
the level of internal prices and better the foreign exchange level.

128.

ITALY

Stock EXCHANGE TROUBLES — SUSPENSION OF NEW REGULATIONS —
REVIVAL OF SPECULATION — THE PROBLEM OF REVALUATION —
UNFAVOURABLE RECEPTION OF THE CHURCHILL BUDGET

From our Correspondent

Turin, May 4

All’s well that ends well; but great was the turmoil in the Italian Stock
Exchanges, almost to the eve of the carry-over day, April 23™. The Bachi’s
index number of industrial, commercial, and joint-stock bank shares,
which had reached 146 at the end of February (basis 100=December,
1918), receded to 134 at the end of March. The most buoyant groups went
down drastically: cotton securities from 623.4 to 559.6, artificial silk and
silk-waste from 673.8 to 581.0, land and houses from 316.2 to 276.2.

The liquidation of early April caused even more anxiety and almost
panic. In the first days of April orders of sale at the best (or worst) prices
obtainable were pouring into the market. The Government felt obliged to
close the Bourses from April 9" to 13™. In the meantime, as operators

128. May 9, 1925, pp. 915-916. The article, unsigned, was published in the section: “Overseas Cor-
respondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, entitled
“Italy. Stock exchange events. Suspension of new regulations. Revival of speculation. The problem
of the revaluation. Unfavourable reception of the Churchill budget news”, dated “May 4, 1925”, is
kept in the Einaudi archives.
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were complaining of the one-sided Section 4 of the Decree of February
28", which obliged buyers to pay in cash 25 per cent. of the prices of se-
curities bought for the end-of-month settlement, a new Decree of April 6
extended the 25 per cent. deposit also to speculative sales, so that a just
balance should be maintained between sellers and buyers. This sort of
compensation handicap on the shoulders of buyers and sellers was of no
avail to restore confidence in the market. At last Premier Mussolini felt ob-
liged to intervene. Several meetings between Ministers, permanent Treas-
ury officials, bankers, and Stock Exchange brokers were held at Rome
and Milan. Another interruption in the Bourses daily sessions took place
after April 15®, and the final outcome was as follows: 1) The deposit of
25 per cent. cash by Stock Exchange operators was to be no longer com-
pulsory. Stock Exchange committees were authorised to suspend the reg-
ulation, and all committees did in effect suspend it at once. 2) Facilities
were given by banks of issue to carrying over and liquidation in the Ex-
change market. Money was made very easy, and the rates for carrying over
were even lower than at the end of March. Against rates of 8§ to 8, per
cent. for March, money was easily obtainable in the last days of April at
7 to 8 per cent., and even lower. As a consequence of the elimination of
the objectionable regulations, quotations are again on the up-grade.
Among the most spectacular fluctuations, one may quote the General
Trieste-Venice Assurance shares, which from18,000 lire fell to 10,000, to
rise again to 14,500; Fiat from 550 to 450 and again to 520; Chatillon (ar-
tificial silk) from 500 to 330, and up to 400; Banca Commerciale Italiana
from 1,650 to 1,350, and again to 1,550; and so on.

Recent events have taught the lesson that the stabilisation or restora-
tion of the lira is not to be gained by direct intervention in the money
market. The Stock Exchange regulations had the well-meaning aim of
checking the speculative mania, of decreasing the demand for paper
money, and of facilitating the reduction of paper-issues. The sensitiveness
of the market proved stronger; the crisis alarmed everyone; captains of
industry feared difficulties in raising much-needed capital; and the Gov-
ernment was obliged to authorise banks of issue to furnish funds to the
market. Total paper issues increased, therefore, from 19,870.6 millions
lire at the end of February to 19,993.4 millions lire at the end of March,
notwithstanding that the issue on account of the Treasury and other pub-
lic bodies had decreased by 548.3 million lire. Perhaps the end of April
figures, when published, will show a further increase in the total paper
issue. On the surface, a failure of a well-aimed enterprise. At the meeting,
held on April 22, of the representatives of Joint Stock Companies, the
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president, Signor Alberto Pirelli, echoed the almost unanimous voice of
the industrial classes when he said that those classes favour the Govern-
ment policy of opposing every further devaluation of the lira, without,
however, desiring a rapid appreciation. They prefer stabilisation; not,
however, at any point arbitrarily fixed. Signor Pirelli hopes that the point
can be varied from time to time, with the utmost caution, on the upward
grade, until a point will be discovered which could be the final one, and
at which the lira can be legally stabilised.

The Churchill Budget has been read in Italy with no small misgiving.
Motor-cars, natural and artificial silk are among the greatest assets in the
Italian balance of international trade; in the first two months of 1925 the
total number of motor-cars exported amounted to 3,486, against 2,454
in the corresponding periods of 1924; the exports of raw silk rose from
840.6 tons in the first two months of 1924 to 1,046.3 in the same period
of 1925; tissues of pure silk from 105,256 to 122,921 kilograms; tissues
mixed with silk from 130,742 to 183,567 kilograms; artificial silk and waste
from 738,126 t0 1,094,631 kilograms. In industrial circles there is a grow-
ing dissatisfaction with the sudden obstacle presented to Italian exports in
the hitherto free British market. Statistics are being circulated which show
that Italy had gained supremacy in Europe in the artificial silk industry
with 12,000 tons produced in 1924, against 4,600 in 1923; Germany was
a good second with 9,000 tons, and France and Great Britain went at
the third place with 6,300 tons. Italy hopes that in 1925 she will surpass
even the United States, which in 1924 produced 22,000 tons. A natural re-
sentment is felt against a closure which menaces the future of the new ave-
nue which enterprise and hard labour has disclosed to Italy. Also the nat-
ural silk industry of Como is alarmed. The number of power-looms in-
creased in Italy from 12,000 in 1917 to 19,000 in 1925, to which may be
added 5,000 hand-looms. Of the 1,000 millions lire worth of silk tissues
made in Italy, roughly 350 millions lire used to go into Great Britain. It
is truly unfortunate that such a cause of friction should arise between Italy
and Great Britain, and it is to be hoped that Free Traders can reduce and
postpone the menace to our industries.
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129.

ITALY

Stock ExCHANGE CRISIS OVER — WEAKNESS OF THE LIRA —
INTER-ALLIED DEBTS — NEW SUPER-TAX —
THE INCREASE OF TAXATION SINCE THE WAR —
COMPARATIVE BURDENS OF TAXATIONS

From our Correspondent
Turin, May 31

Stock Exchange excitement entirely subsided during May. The last oc-
casion for trouble was removed when the guarantee (cauzione) to be depos-
ited by brokers was reduced by one-half. Securities are rising from the bot-
tom prices reached in April, but it is as yet too soon to say if the recovey
movement is to be short-lived or permanent. The rise of the foreign ex-
changes is depressing quotations of State securities, and pushing up those
of variable dividend shares. The rise, as such, is violently resented in Italy,
where the opinion is generally held that we do not deserve to follow the
French franc in its downward course. Why the price of dollar, which aver-
aged 21.83 lire in 1923, 22.95 in the first half of 1924, and 23.015 in the
second half, should rise to the present 25 lire is not clear.

The pressure exercised by the United States for a settlement of our
debt is accounted among the chief causes of the bad plight of the lira. Opi-
nions of prominent American politicians, such as Senator Borah, do not
take into account the true Italian case. Senator Borah seems to think that
French and Italian taxpayers are very lightly taxed and able to bear new
charges towards repayment of inter-Allied debts. Italian taxpayers are in
a very different mood. To-day is the last day on which Italian taxpayers
are called upon, for the first time in the history of united Italy, to hand
to the revenue authorities forms for the declaration of income. Income-
taxes hitherto were of the British income-tax type: scheduled, with deduc-
tion at source taxation, and a proportional constant rate. On the top of

129. June 13, 1925, pp. 1188-1189. The article, unsigned, was published in the section: “Over-
seas Correspondence”. Its attribution to Luigi Einaudi is certain because the original manuscript,
entitled “Ttaly. Stock exchange crisis over. Foreign exchanges weak. The inter-allied debts pro-
blem. New super-tax. The increase of taxation after the war. Comparative pressure of taxation”,
dated “Turin, May 1931, 1925”, is kept in the Einaudi archives.
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these income-taxes, taxpayers will this present year begin to pay a progres-
sive, personal super-tax on total income. The taxation of incomes in Italy

will therefore be as follows:
Per Cent. of Income

Income from 1and ..o 10
A ?  BoUuSes ..o 10
® capital (debenture interest, &c.) .. 24
11 industry and commerce ...........coccooveriniioiiiniennnnn, 18
” of professional Men ...........o.ccooeeiriveriiiiiriceeercereesreenn 16
? private employees ... 12
# public employees .............ccco............. 10
&2 farmers cultivating their own land ...................... 10

All income of whatever amount, however small, from land, houses, and
capital pay the above rates; other incomes pay it when they exceed 435 to
800 lire yearly (at the present rate of exchange, when they exceed 4 to 7
pounds sterling yearly). Practically, as the minimum exempted is too paltry
a sum to be noticed, all incomes are subject to the above taxes. In addition,
incomes from land and houses pay heavy local rates, which send the total
rate up to 25 per cent of income. Incomes derived from other sources also
pay local rates, but not to so great an extent.

On the top of the universal, proportional taxation sketched above there
comes the new super-tax (complementare), which falls on the total of all in-
comes received by the taxpayer, his wife, and his sons of less than 21 years
of age. The taxable income is the total of various incomes, less other taxes
paid, national and local, insurance premiums, interest on debts, and less a
deduction of 1-20" of the net income for each dependent person (exclud-
ing himself and wife). The 1-20'" deduction cannot exceed 3,000 lire. The
rate of taxation is as follows (the figures in parentheses are the equivalent
in pounds sterling at the present rate of exchange, 120 = £. st. 1):

Per Cent. of Income

On taxable income of 3,000 lire (£st. 1

£ - 5,000 lire (£st. 1-22
2L g 10,000 lire (£st. 1-61
i ? 20,000 lire (£st. 2-12
" & 50,000 lire (£st. 3.05
- . 100,000 lire (£st. 4-01
L e 200,000 lire (£st. 5-28
# A 500,000 lire (£st. 7-60
" 2 1,000,000 lire (£st. 10

All the rates are to be increased by 20 per cent., as the municipal
authorities have the right to superimpose a fifth of the State tax for their
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own benefit. If we add to the old universal tax on incomes, which takes
from 5 to 24 per cent. of all incomes, the new super-tax, we get at a very
nice total, especially on incomes below £ 166 sterling, which English and
Americans usually exempt entirely from direct income taxation. As the
great bulk of Italian incomes are under the £ 166 sterling limit, it is easy
to compare the pressure of income-taxes between our countries.

As to incident of total taxation (income, stamp, and consumption
taxes), it is very difficult to make exact calculations. The effective yield
of State taxes was as follows:

(In Millions of Lire)
Taxes on Incomes and Capital
Ordinary Extraordinary Taxes Taxes on Taxes on Transfer of Wealth

Taxes (War Profits, &c.)  Consumption (Stamps and Registration)
1913-14 541 - 1,168 294
1914-15 .... 592 - 1,035 299
1915-16 ... 659 62 1,344 338
1916-17 ... 695 363 1,769 448
1917-18 ... 751 781 2274 589
1918-19 ... 852 1,214 2,821 814
1919-20 ... 986 1,348 3,926 1,298
1920-21 ... 1,269 2,726 5,534 1,932
1921-22 ... 2,124 2,780 6,800 2,290
1922-23 ... 2473 1,861 7,481 2,410
1923-24 3,624 1,938 7,592 2,719

Ordinary taxes on incomes have increased sevenfold; taxes on con-
sumption also have been multiplied almost by seven, while taxes on trans-
fer of wealth are to-day more than nine times as high as in 1913-1914. The
fall of the lira goes a long way toward explaining the rise in the yield, but
something remains which is a true increase of final charges.

Total taxation (State and local), apart from the yield of public services, and
the cost of goods sold by State monopolies, was calculated in pre-war days at
about 2,500 million lire on a national income of about 20,000 lire. This is the
most accurate estimate which I have seen. The rate of taxation in Italy in 1913-
14 was therefore 12.50 per cent. What is the present rate? Calculating at
16,000 million lire the total State taxes (apart from the yield of public services,
&c.), and at 4,000 million lire, the total local (municipal and provincial) taxes
and rates, we get at a total taxation of about 20,000 million lire. A part of these
20,000 million lire are “extraordinary” taxes, but for practical purposes they
are paid out of annual income; and they will be substituted by permanent
taxation of some sort or other. What is the national income at present? In
a time of fluctuating money it is almost impossible to arrive at an exact esti-
mate, but I think that Professor Mortara’s figure of 90,000 to 100,000 million
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lire is as exact and scientific an estimate as can be made. On that basis the
present rate of taxation (State and local) would work out at from 20 to
2250 per cent. of national income. In a country where the average individual
income is, always on the same basis, from 2,250 to 2,500 lire (from £ 19 to £
21 sterling), a taxation burden of 20 to 22.50 per cent. (four-fifths State and
one-fifth local) is indeed very high. An increase from 12.50 per cent. in pre-
war days to 20-22.50 per cent. to-day is the utmost increase bearable by the
average taxpayer. It seems very unlikely that even keen-eyed Senator Borah
can discover revenue devices which our Finance Ministers have not already
fully utilised. Perhaps super-tax rates on incomes above £ 2,000 stetling could
be increased; but I fear that in a country of low average incomes, such as Italy,
increasing of super-tax rates will not bring a farthing toward repayment of
American debt, and only favour the flight of new savings away from the lira.
The only asset known at present with which Italy — apart from the moral, po-
litical, economic aspects of the inter-Allied debts problem, which the Econo-
mist has frequently discussed — could pay something to British and American
Treasury is the expectation of German Reparations. Unlike their French col-
leagues, Italian Finance Ministers have never made much capital out of Ger-
man Reparations in balancing their Budget; and so it would not be very diffi-
cult to come to an understanding if both parties were persuaded to regard
them as the only practical transferable asset.

130.

ITALY

THE FOREIGN EXCHANGES SCARE —
EXTRAORDINARY PAYMENTS FOR WHEAT — PAPER ISSUES STATIONARY —
THE INTER-ALLIED DEBT PROBLEM

From our Correspondent

Turin, July 4

The new turmoil has apparently spent itself. The past month was char-
acterised by a continuous rise in the foreign exchanges rates, which even-

130. July 18, 1925, pp. 107-108. The article, unsigned, was published in the section: “Overseas
Correspondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, en-
titled “Traly. The foreign exchanges scare. Extraordinary payments for wheat. Late purchases of
exchanges. Paper issues stationary. The importance of the inter-allied debt problem”, dated
“Turin, July 4, 1925”, is kept in the Einaudi archives.

— 349 —



ITALY UNDER FASCISM, 1925-1935

tually took a rather alarming turn. The financial world has been since Feb-
ruary last in an excitable mood. I have endeavoured to describe in past let-
ters the origin and the phases of the crisis so far as relates to bourses, quo-
tations of joint-stock securities, losses of operators, and so on. Operators,
when their mind was concentrated on the slowing-down of prices of vari-
able dividends securities, were not alive to the undercurrents in the foreign
exchanges. Meanwhile, little by little there was originating in the exchange
market a very delicate situation.

In the year 1924 imports were exceptionally heavy: - 19,388.4 millions
lire against exports of 14,318.3 millions lire. The adverse movement was
accentuated in the first four months of the present year: - 9,088.3 million
lire on the side of imports and 5,346.1 on the side of exports. The excess of
imports over exports, which was 5,070.1 million lire in 1924, reached
3,742.2 million lire for the four months January to April, 1925. The most
important cause of the adverse balance was the low wheat yield of the past
agricultural year. In the four months from January to April, 1925, we were
obliged to import 1,198,312 tons of wheat, against 582,865 tons in the cor-
responding months of the preceding year. The exceptional rise in the ad-
verse commercial balance was not compensated by invisible exports. The
number of foreign visitors in Italy is, indeed, increasing enormously, espe-
cially since April, in virtue of the jubilee year of the Roman Catholic
Church. But we are feeling the pinch of diminished remittances of emi-
grants from America. In the first place, the quota of Italians admitted in
the United States is ridiculously low; and, in the second place, emigrants
already living in America are urged to deposit their savings in local savings
banks, so that remittances to Italy may be diminished.

Against the increased need of foreign exchanges, importers were slow
to cover themselves. When in the period January to April the price of the
pound sterling oscillated between 115 and 117 lire, importers postponed
covering, in the hope that the price to be paid might diminish. They pre-
ferred to borrow exchanges from month to month. Exchange borrowings
were repeatedly prolonged, until early in June importers, seeing that for-
eign exchanges, instead of receding, continued to rise, suddenly took
alarm. Then came a stampede, when, fearing still higher increases, every-
one began to cover.

A second cause of the rise was the conduct of certain exporters, who,
seeing sterling and dollars go up, preferred not to sell bills received in pay-
ment of goods sold abroad, in the hope of a more profitable sale later. The
general public came third. When the pound reached 130 lire wild fancies
spread: that the lira would be de-valued; that the Government planned the
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introduction of a new gold-lira, which the public assumed would mean
outright cancelling of the present paper-lira. The beginning of official Wa-
shington conversations on the inter-Allied debt problems and the publica-
tion of the huge bill of $ 2,133 millions presented by America instantly per-
suaded some people that we would never be able to pay, that the State was
bound to bankruptcy, and that the lira would follow the German mark.
From Saturday, June 27, to Wednesday, July 1%, we lived days of true
panic. People began to sell Consols at every price: old 3.50 per cent. Con-
sols were to be had for 58 lire net, new 5 per cent. for 80, Treasury seven
and nine-year bonds were offered for 80 lire, a price which in certain cases
of bonds falling due in 1928 signified an investment at 12 or 13 per cent.
July 1% was the blackest day, when Consols and Treasury bonds found no
buyers, and the exchange on London ran almost to 150 lire, and on New
York to 30.60. The reaction from the worst was sudden. Signor Mussolini
promptly issued a declaration that the Government had not even thought
of a gold-lira; and the Washington conversations were suspended until the
Italian delegates could bring back from Italy facts and figures illustrating
the effective ability of Italy to pay.

At this point reaction was imminent. Foreign exchanges receded; and
at the time of writing (July 4%) the pound stetling is to be had for 133 lire
and dollar for 28; old 3.50 per cent. Consols are up to 67.40; new 5 per
cent. to 86.35; and seven and nine-year Treasury bonds to 91 lire. People
are wondering how they were scared out of their securities at the level of 58
and 80 lire respectively.

Figures of total paper issues are as follows: - December 31, 1923,
19,674.3 million lire; June 30, 1924, 19,952.8. December 31, 1924,
20,514.2; May 31, 1925, 19,843.5. As long as the Treasury and banks of
issue do not increase the quantity of paper issued, how can paper depreci-
ate? In an editorial note, your newspaper wondered why Italy delayed, not-
withstanding our good financial situation, to stabilise the lira at a fixed gold
exchange. It is extensively felt in Italian financial circles that the problem of
the stabilisation of the lira cannot be put on the practical stage until the
problem of inter-Allied debt is settled. Very small sums can be paid by
our taxpayers to the service of external debt. But Italy must know exactly
where she stands before embarking on new monetary schemes.
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131.

ITALY

RESIGNATION OF SIGNOR DE STEFANI — PuBLIC FINANCE —
Stock MARKETS — DuTy ON CEREALS — WHOLESALE PRICES

From our Correspondent

Turin, July 27

Since my last letter of July 4" the Minister of Finance, Signor Alberto
De Stefani, has resigned. He had been Minister from October, 1922, and
his work in these 32 months will be long remembered. During his tenure of
office the Italian Budget position was turned from a huge deficit to a small
surplus. The last year of surplus was 1910-1911, when revenue exceeded
expenditure by 11.6 million lire. The subsequent story is best told by
the following figures:

Financial Years Deficits in_Mi]lions
of Lire

Lybian War:

1911-12 -111-8

1912-13 -257-8

1913-14 - 1639
European War:

1914-15 -2,835-4

1915-16 -6,891-5

1916-17 — 12,2502

1917-18 - 17,7661

1918-19 —22,775-7
War liquidation:

1919-20 ........... T | T e, L -7,8859

1920-21 —17,409-0

1921-22 —-15,760-4
Return to peace budgets:

1922-23 -3,028-8

1923-24 -4184

1924-25 +209-0

The 1922-23 Budget was begun by Signor De Stefani’s predecessors;
and successive Governments, from the suppression of the bread subsidy

131. August 15, 1925, pp. 270-271. The article, unsigned, was published in the section: “Over-
seas Correspondence”. Its attribution to Luigi Einaudi is certain because the author declares to
be the same as the previous article (July 18, 1925).
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by Signor Giolitti onward, may justly claim a part of the credit for the im-
provement. Signor De Stefani was a strong opponent of new expenditure,
and, so far as he could go, worked against Protection. On leaving office he
was able to state that the Budget for 1924-1925 was closed with 209 million
lire surplus.

His successor, Senator Volpi, does not come, as did Signor De Stefani,
from the ranks of university professors, but from business circles. He was a
director of Banca Commerciale Italiana, president of the Societad Adriatica
IElettricitd, a much-esteemed practical administrator, and until recently
Governor of the Lybian Colony.

No great changes were announced by Signor Volpi, but he is endea-
vouring to keep himself in close touch with banking and business circles.
Signor De Stefani was rather drastic in his handling of Stock Exchange ma-
chinery. In a well-meant endeavour to revalue the lira, he shook financial
markets; the lira, instead of improving followed the slump in securities,
and fell from 116 to the pound stetling to 133 lire in the month of July.
Money became dear, and securities, especially speculative issues, went
from bad to worse. July 23"¢ was a new black day. Banca Commerciale
shares, which closed at 1,530 in June - and had already lost some 200
points from the highest level touched in February - went down to 1,390;
Snia Viscosa, after rising as high as 450, were at the end of June at 334,
and continued to be had at 240 on July 23°9. Small operators had to sell
at almost any price, as it was rumoured that money would be extremely
scarce at the settlement. However, as the market was almost cleaned, set-
tlement was easy, and markets recovered.

Closing prices were generally higher by 20 to 30 points than the bot-
tom of July 23", The first fiscal act of the new Minister was favourably re-
ceived by the Stock Exchanges - ze., the abolition of the tax of 15 per cent.
on dividends on bearer securities. The tax was originated in 1920 as a
means to induce security holders to inscribe them in the books of compa-
nies. Bearer securities were always in Italy a great stumbling-block against
taxes on total income. From the business point of view, the suppression of
the tax is favourable to the easy sale and marketing of bearer securities.
Signor Volpi also proposed to reinstate the Customs duty on wheat and
other cereals at the pre-war rate of 75 lire per ton for wheat, 115 lire for
wheat flour, 13 lire for corn, 31.50 for corn-flour, &c. The purpose of
the duty is to promote wheat production and diminish the need for import-
ing wheat from foreign countries. A great pro-wheat campaign was in-
itiated recently by Signor Mussolini, and experts were appointed to suggest
means to improve technical methods of growing cereals.
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Bachi’s index number has risen by 16.7 per cent. On the 1913 basis the
general index was 682.6, on the 1901-1905 basis 860.1. There continues,
notwithstanding this rise, a lag between home and external prices. If we
multiply the index 682.6 for June by 0.19 which is the present gold value
of the lira, we get internal prices of 130, against 160 in the United States,
Great Britain, Netherlands, and other gold countries. Living is cheaper in
Italy than in gold countries; and that fact is not the least obstacle against a
speedy return to a gold system.

132.
ITALY

Tue CAMPAIGN OF THE LIrA — Future PoLicy —
SLuMP IN SToCcKk EXCHANGES — PRICES — WAGES AND COST OF LIVING

From our Correspondent

Turin, September 26

The months of August and September have seen in full swing the so-
called “campaign of the lira”, with which Signor Volpi successfully lowered
the exchange to 115 lire to the £, and maintained it between 115 and 120
lire. The phases of the campaign seem to have been as follows: 1) Italian
Treasury agents buying up all disposable accumulation of lire existing in
foreign centres, especially at New York, and utilising to this end a part
of the American credits; 2) foreign speculative sellers of lire scared out
of their bearer position and forced to cover, when it appeared that the
usual accommodation of lire for prolonging the selling operation were
not forthcoming; 3) after the rate of discount was raised to 7 per cent.,
money went every day more dear, banks were instructed to restrict credits
to those customers who were known to have deposits in pounds sterling or
dollars in foreign places. With a minimum of effort, speculative sellers of
lire were thus obliged to cover, and prospective Italian holders of foreign
money obliged to sell in order to finance their new acquisition of raw ma-
terials, coal, &c. Both these movements operated in favour of the lira. 4) In

132. October 10, 1925, pp. 578-579. The article, unsigned, was published in the section: “Over-
seas Correspondence”. Its attribution to Luigt Einaudi is probable according to Graham Hutton.
It is also dated Turin.

— 354 —



OCTOBER, 1925

the days of the flight from the lira, Italian industry and trade had bought
enormous quantities of raw materials and half-finished goods, well in an-
ticipation of current needs. Prices mattered not, in face of the feared col-
lapse of the lira. When exchanges bettered, industry found herself loaded
with immense stocks, partly paid for, and it seems that at present we are
consuming these stocks, without necessity for replenishment, or not at
the same rate. This produces an easing of the market situation, very much
in favour of the lira.

If the betterment of the foreign exchanges is a first step toward stabi-
lisation, what will be the rate of stabilisation has never been officially sta-
ted. It is doubtful if a definite policy has been settled. Until negotiations
about inter-Allied debts are definitely closed, it is not likely that a new par-
ity of the lira will be fixed.

Signor Zuccoli, director of the Banque Franco-Italienne pour I’Améri-
que du Sud, advocates a sort of gold exchange system, with the present pa-
per-lira remaining for internal use and a Caisse de Conversion on the Ar-
gentine model, which should be obliged to give one pound sterling for
every 100 or 120 lire and, respectively, to give 100 or 120 for every pound
stetling offered to it.

Whichever we prefer, stabilisation at a new parity, or return to the old
parity, one common effect of both is already making itself felt-namely, scar-
city of money. We are at present in much the same plight as Great Britain
after the adoption of the Cunliffe Report, as Germany after the collapse
of the paper-mark and the adoption of the renten-mark, as Czecho-Slovakia
when Rasin attempted the valorisation of the crown. We have little unem-
ployment, industry is busy, but the stock markets are going from bad to
worse. It is clear to-day that the De Stefani decrees of which I wrote you were
but the forerunners of a period of dear money, which is playing havoc
among operators. A few figures may suffice to give an idea of the slump after
the maximum prices reached in February, 1925. (See table at p. 356).

The truth is that industrial development as been more rapid than the
increase of national savings; the new or increased capital, net, of the joint
stock companies was: In 1922, 1,045 million lire; in 1923, 2,128 million
lire, in 1924, 4,839 million lire; and in the first six months of 1925,
5,152 million lire. In all these years the lira was not depreciating, the aver-
age exchange rate being between 20 and 25 gold centimes to the lira. If we
add to the demands of new saving by joint stock companies, the enormous
demands by private companies and individual firms, building and agricul-
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Maximum Prices, Settlement Prices, Current Prices,

Denomination of Share February, 1925 July, 1925 September, 1924.25
Bank of Italy ............. 2110 1690 1600
Banca Commerciale . 1770 1438 1380
Credito Italiano ...........ccccooovvvirivvccvnnnnne 1185 870 840
Navigazione Generale Italiana (shipping) 890 741 650
Cosulich (shipping) .....cccocoecrerrerinnnes 530 315 270
Cotonificio Turati (cotton) . 1235 780 800
Snia (artificial silk) .............. 530 265 270
Cascami seta (silk waste) ............... 2400 1800 1690
Sugar refining Ligure-lombard Co. ....... 918 600 640
Beni stabili (House property, Rome) .... 1285 803 675
Fiat (MOtOL) ...ovvveeeiveeeeeeieeieeeiee e 617 497 475
Edison (electricity) ........ccovererievrenriaannas 910 780 680

tural requirements, it was calculated that the total savings required
amounted to about 21,000 million lire annually, against an offer of new
savings of about 15,000 million lire. We are bound, therefore, to reduce
the rate of progress, and an outward sign of the situation is the lowered
quotations of shares in the stock exchanges. It is commonly felt that at pre-
sent many Italian shares are truly tempting, and that foreign capital could,
in due time, reap good profits if it came to Italy. Reports of interest taken
by foreign capital in the Snia (artificial silk) and Sip (electricity) companies
are current.

The lowering of exchanges should have had a favourable influence on
the level of prices. Instead of that, indexes of wholesale prices mark con-
tinuous increases: Bachi’s number index (basis 1913) was 562 for the aver-
age of the year 1922, 575 for 1923, 584 for 1924. In December, 1924, it
was 640; in January, 1925, 657; in February, 660; in March, 659; in April,
658; in May, 660; in June, 692; in July, 707; in August, 731. Perhaps there
is operating an increasing equalisation of internal and external prices. The
average index number of 584 for 1924 corresponded, when the paper lira
was valued at 23 gold centimes, to a gold number index of 134; whereas in
Great Britain and the United States the index numbers were respectively
159 and 149. The August index number of 731, converted, at the exchange
of 21 per cent., into a gold index number of 153, is much more similar to
the current indexes in the gold countries. Retail prices are slower to move.
The usual figures for a working-class family of five of Turin are as follows
(basis first six months of 1914):
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Food Clothing Housing L‘l,g,ht& Miscellaneous  Total

1icuL

July, 1920 .....coocrvirrrinnn, 409 479 100 415 456 384
December, 1920 .................. 510 547 110 529 514 466
2 447 120 433 578 471
v 437 120 416 576 457
4 470 200 460 577 467
i 1924 TR0E 577 503 250 449 577 518
June, 1925 ... .. 602 532 250 384 644 541
July, 1925 ...... 610 544 312 384 642 555
August, 1925 ... 618 554 312 389 654 562

There has been much talk of raising wages in relation to the increase in
the cost of living, and various arrangements are being made. Opinions are
at variance as to whether wages are below the pre-war standard, taking into
account the intermediate variations in the value of money.

133.

ITALY

DEBT MissioN To AMERICA — HOPES OF FINANCIAL CIRCLES —
THE ITALIAN LIRA AND FRENCH FRANC

From: our Correspondent

Turin, October 29

On October 22°¢ the Italian Mission for the settlement of the debt
with the United States sailed from Naples. Among the members of the
Mission are some of the very best names in the financial world, Signor Vol-
pi, the Finance Minister, and the able organiser of great electrical enter-
prises and director of banks; Signor Pirelli, the son and partner of the
founder of a world-renowned rubber manufacturing firm; Signor Alberti,
a student of economic questions and a responsible banker; and as technical
experts Professors Gini and Cantelli, both distinguished University profes-
sors. A well-digested mass of statistical evidence on the economic and fi-
nancial situation of Italy has been prepared, so that the case for Italy will
be fully laid before the American Commission.

133. November 7, 1925, p. 758. The article, unsigned, was published in the section: “Overseas
Correspondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, en-
titled “Italy. Composition and task of the Italian mission to America. Hopes of financial circles
and uneasiness of public opinion. Italian lira and French franc”, dated “Turin, October 29,
1925”, is kept in the Einaudi archives.
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Financial circles and stock exchanges (which, by the way, have recov-
ered from the extreme depression of the end of September and the first
days of October) are welcoming the attempt at a settlement, and set on
it great hopes. They see that the payment of big sums on the score of inter-
allied debts will be a source of recurrent difficulties; but, in the character-
istic mental attitude of men of affairs, they say, better a bad certain bargain
than a perpetual uncertainty hanging over us. Until uncertainty is dispelled,
no real progress can be made. Financial circles, moreover, hope that the
settlement will mean the lifting of the embargo on issues by Italian public
corporations and joint-stock companies in the United States. As one of the
greatest obstacles to payments is difficulty of remittance, it is hoped that
Americans will re-invest the sums received from the Italian Treasury in Ita-
lian industrial concerns, becoming interested as shareholders, partners, or
creditors in the property of Italian agriculture and industry.

That is one side of the problem; on the other hand it is observed that
there is not the slightest probability that Italy can export anything for the
sake of debt payment. Even supposing that taxpayers can be taxed up to a
certain sum, say 20 million dollars eventually for payment to the U.S. and
20 millions for payment to Great Britain, how could such a sum, corre-
sponding, at the present rate of exchange, to 1,000 million lire yearly, be
transmitted? The balance of exports and imports worked out as follows
in the first eight months of the present year (in millions of lire):

1924 1925
BTV OIS e e T Bl [ o N 12,3927 18,0997
Exportsges.sues o a0 Wl 8,548-0 11,383-2
Excess of imports over exports .......... 3,844.7 6,716:5

It seems that in 1925 the excess of imports over exports, which in 1924
totalled 5,070.1 million lire, will be over 8,000 million lire. No one thinks
that the invisible net credits can offset more than a part of the unfavourable
commercial balance; so that in the present year Italy will be obliged to re-
sort to foreign credits under various forms.

How that situation could be so thoroughly reversed as to create an ex-
cess of credits and the possibily of remittances to foreign countries is very
difficult to say. Moreover, it will not be easy to extract from the overtaxed
Italian the sums which presumably are claimed by foreign creditors. How a
hard-living people can pay huge sums to rich, well-fed and well-housed
Americans strikes Italians as a problem somewhat difficult of a common-
sense solution. However, on these problems differences of opinion do
not coincide with political parties. All parties support the Government
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in the attempt to reach a solution which Italy can fulfil without too crush-
ing a burden on her future development.

An interesting feature of the end of October has been the rupture of
the chain which seemed to bind together the Italian lira and the French
franc. Until recently whenever the French franc sank, the Italian lira fol-
lowed it. Our experts attributed the synchronism of the two movements
to arbitrage operations of French banks, and to the opinion, widely held
in foreign circles, that Italian and French finances were involved in the
same good or bad plight. Last summer, for the first time, the synchronism
was not operative, and the last slump of the franc did not extend to the lira,
which remains today at about 25 lire per dollar, or 122 per pound stetling.
There is, indeed, a fundamental difference between France and Italy. We
have balanced the budget, so that the Treasury is not bound to come to the
market continually in search of money. We have indeed 17,954 millions lire
of 3 to 12 months Exchequer bills, but they are easily renewed when they
come to maturity, and cannot, therefore, be considered as a latent paper
circulation. We have not, as France has, a Treasury problem. The only visi-
ble element of disquiet in our financial situation is to-day the interallied
debt problem. Public opinion is growing persuaded that Great Britain
and United States will not willingly take upon themselves the responsibility
of up-setting an equilibrium which cost us so great a sacrifice to reach.

134.

ITALY

THE AMERICAN SETTLEMENT — THE DOLLAR SUBSCRIPTION —
TotaL oF THE PuBLIC DEBT — STABILISATION OF THE LiRa PoLiCcYy —
Loans oN THE U. S. MARKET — MONEY SCARCITY

From our Correspondent
Turin, November 30

On the news of the American settlement unanimous praises were be-
stowed in Italy on Signor Volpi and his colleagues, who carried through

134. December 19, 1925, pp. 1049-1050. The article, unsigned, was published in the section:
“Overseas Correspondence”. Its attribution to Luigi Einaudi is certain because the original manu-
script, entitled “Ttaly. The American settlement. The dollar subscription. Total of the public debt.
Stabilisation of the lira policy: devisen politik or gold exchange system? Loans on the US market.
Controversies about monetary effect of the loans”, dated “Turin, November 30, 1925”, is kept in
the Einaudi archives.
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the negotiations. As your comments on the transaction were considered in
Italy a balanced judgment on the great issue, I need not further dwell on it.
Public opinion thinks that a settlement will also be reached between Great
Britain and Italy on a basis not much different — more favourable, however,
to Italy in view of the Bonar Law offer, of the noble tradition of the British
Treasury on these matters, and of the heavy charge that the service of both
American and British debts will lay on the Italian taxpayer. I think, also,
that the solid determination of the Italian people to honour faithfully the
signature of their Government should make our remaining great creditor
ready to settle the matter at a bearable basis.

When the settlement terms were published in Italy a subscription was
raised in the Genoa Coal Merchants’ Association, all members offering a dol-
lar toward the payment of the American annuity. Signor Mussolini took the
hint, and called for a million dollars by December 1*. There was at once an
outburst of emulation cities and villages, all sections and classes, with the
King at their head, offered the dollar (25 lire); people of small means united
themselves in groups so as to reach $1. Newspapers are full of names of sub-
scribers. At the moment of writing Turin, which comes easily first in the list,
has reached the figure of 15%/; million lire, so that the called for 1 million dol-
lars (25 million lire) will surely be reached and surpassed by December 1.

As a consequence of the American settlement, we can for the first time
measure the total of our public debt without adding together items not
comparable between themselves. The only uncertain item is the British
debt, and I will therefore suppose, for the sake of easy calculation, that
its present value is not higher than the American debt viz., 435 million dol-
lars. I hope that in the end it will be a less sum. I will suppose, also — only for
the sake of comparison — that the stabilisation of the lira, which Signor Vol-
pi said at New York is the purpose of the 100 million dollars loan issued in
the U.S., will be carried through at about the present rate - z.e., 24 lire to the
dollar and 120 lire to the pound sterling. On that basis the total of the debt
at October 31, 1925, works out as follows. (See table at p. 361).

At New York Signor Volpi said that only the 100 million dollars loan will
be utilised for continuing the present policy of stabilisation. The first step
will probably be that the Bank of Italy, by skilful management of the loan
fund, will maintain the rate of foreign exchanges at the selected level. The
second step will be the adoption of a sort of gold exchange system. Experi-
ence will tell at what precise point stable equilibrium can be reached, with-
out laying on the Bank of Italy’s shoulders an impossible task. Eventually,
gold reserves could be revalued at the new rate, and, after the Belgian fash-
ion, the increase of valuation could be utilised to wipe out from the State
debt-book the figures of notes issued by banks of issue for State account.
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Italian Lire Pounds Stetling

(Millions) (Millions)
Internal Debt:
Perpetual and long-term:
Pre-was debts .......coooovviieice 12,482
National loans ............... 35,998
Venetian 3.50% bonds ..... 964
25 years 4.75% bonds ......... 1,443
Ex-Austrian 4.36% bonds ... 10
Short-term bonds: ] ot
Treasury 3 and 5 years bonds 2,085
” 7 years bonds ............ 4,000
it 9ETIE g SRR Sttt R 1 L 6,101
12,186 101-5
Treasury bills (3, 6, 9, and 12 months) ......... 17,939 149-6
Current accounts:
Deposit and loans State Bank .................... 1,045
Social Insurance National Fund ................. 67
1,112 9.3
Total internal debt ........c..ccccrvvreirirrinenns 82,134 684-5
External debt:
Morgan loan ... 2,500
Americany. =t oW B e 10,875
JBiioan @) e e 10,875
Total external debt .......c..ccooovevvvvvviirinnne 24,250 202
il " i s e Ak 106,384 886.5
StatesgnotesFas SRR oo, SOl 6 B RO o, 2,100 17-5
Bank of issue notes for State account ................ 7.067 589

It may be said, therefore, that the public debt, internal and external, is
about £ 900 millions sterling, a great sum for Italy, but one which the State
Budget, at the present level of foreign exchanges, internal prices, and na-
tional income, can bear. The American settlement, and the issue of the
State loan of 100 million dollars in New York, has been received in finan-
cial circles as a promise of growing financial relations between the Amer-
ican money market and Italian industry. The promise is already being ful-
filled, a loan of 30 millions having been raised in New York by the Public
Utilities and Works Institute, while several minor loans have been nego-
tiated on behalf of prominent groups, as the Turing Gas and Sip concerns.
Shares of the Snia Company, of the Sip, and other great companies have
been issued in London and New York markets. It is hoped in industrial
quarters that the flow of foreign capital into Italy will have the effect of
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lowering the cost and scarcity of capital, which is being increasingly felt.
The official rate of discount was raised from 5.50 to 6 per cent, in Febru-
ary, to 7 per cent, at June 18", The average rate of interest paid by banks
on saving deposits from 3.50-4 per cent, in January, 1924, was raised to 4-
4.50 in July, 1925; the prolongation rates or interest paid on advances guar-
anteed by State securities increased from 5.75-6 per cent. during 1924 to 6
per cent. in May, 1925, and to 7 per cent. in September last; on advances
on industrial securities from 7 per cent. in the first half of 1924 interest
charged increased to 7.50-7.75 in the last month of 1924 to 8 per cent.
in March, 1925, to 8.75 per cent. in June, and to 9 per cent. in September.
It is increasingly difficult to obtain accommodation at a rate less than 9 per
cent. Everybody complains of the scarcity of money.

135.

ITALY

THE BiLL oN INDUSTRIAL DISPUTES — ITS FAR-REACHING IMPORTANCE —
REFORM OF THE SENATE

From our Correspondent

Turin, December 31, 1925

By far the most notable economic event of the past month was the ap-
proval by the Chamber of Deputies of a Bill on industiral representation
and disputes. The Bill is to be further examined by the Senate; but its pas-
sing into law is assured. One of the cardinal principles of the Fascist pro-
gramme was indeed the elimination of industrial disputes. In fact, strikes,
which were rampant in after-war years (18,887,917 days lost in industry in
1919 and 16,398,227 in 1920), had diminished to 7,772,870 lost in 1921
and 6,276,575 in the first ten months of 1922. But if the decrease of the
spirit of unrest was already sensible, it is only after October, 1922, that
the number of days lost became almost negligible: 309,670 in the last

135. January 9, 1926, p. 64. The article, unsighed, was published in the section: “Overseas Cor-
respondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, entitled
“Ttaly. The bill on industrial disputes. Legal recognition to only one association. Compulsory
contribution and compulsory arbitration for members and not members. Far-reaching impor-
tance ofi the bill on social and political grounds”, dated “Turin, December 1925”, is kept in
the Einaudi archives.
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two months of 1922, 295,929 in 1923, and 1,159,271 in 1924. In agricul-
ture strikes have almost disappeared.

Fascism has always aimed at suppressing class-feuds and substituting
for industrial struggles co-operation between capital and labour. The Bill
approved by the House of Deputies will put on the Statute-book the prin-
ciples which were hitherto the practical policy of the present Government.
Only one association (szndacato) for every district will be thenceforth re-
cognised as the legal representative of capital and labour; or, rather, one
each for the employers and for the employees. Associations of employers
must enrol employers of at least a tenth part of the employees occupied
in the district; and associations of employees must enrol at least tenth part
of the employees similarly occupied in the district. Associations can be or-
ganised for the municipality, the province, the region, and the State; but
for every district concerned and for every trade or profession only one em-
ployers’ and one employees’ association can be officially recognised. Mem-
bers of the liberal professions (barristers, solicitors, physicians, surgeons,
architects, actuaries, &c.) can form themselves into professional associa-
tions (collegs, ordini, &c.), of which, according to the special law, only
one can be recognised in every district. Only those employers or employees
can be admitted as members of the recognised associations who have a
good political record from the national point of view. This aims at exclud-
ing from membership followers of subversive political or social creeds. The
president or secretary of each national or regional association or federation
of associations must be approved by the Government, or by the prefect if
the association or federation is a municipal or a provincial one. The presi-
dent or secretary can expel members who become morally or politically un-
worthy. Associations between soldiers, commissioned and non-commis-
sioned officers of the Army and Navy, judges and civil servants in the
Home, Foreign Affairs, Justice and Colonies Departments are prohibited.
Associations between all other public employees of the State, provinces
and municipalities, although they are not prohibited, cannot be legally re-
cognised. Associations other than the one legally recognised in each trade
and district can exist de facto, subject to the supervision of the provincial
representative of the Government (prefetfo), but they have no voice in the
discussion and decision of industrial conflicts.

Powers of the one recognised association of employers and employees
are twofold: 1) To make all employers and employees, members and non-
members of the association alike, pay annually a contribution to the com-
mon fund equal in the case of the former to a day’s wages for every em-
ployee on the books, and similarly to a day’s wages per head in the case
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of employees’ associations. Contributions are compulsorily levied on em-
ployees by employers, and paid into the association fund. All employers
and employees pay contributions to the common fund, but only members
vote. 2) In the event of an industrial dispute, relating to the interpretation
of existing agreements, or to the modification of the same, or to new agree-
ments as to wages, hours of labour, &c., the dispute must compulsorily be
referred to the Courts of Appeal, of which there are sixteen in Italy. Special
sections of the Courts of Appeal will be formed, on which will sit three ma-
gistrates and two assessors selected by the president of the Court from a list
of experts in the various branches of industry, trade and professions.

The original Bill made resort to the Court compulsory only in the case
of disputes concerning agriculture and public services. In the House of De-
puties an interesting debate arose between representatives of Fascist cor-
porations and agriculturists, who advocated immediate extension of com-
pulsory arbitration to industry. After the speech from Signor Mussolini, in-
dustrialists yielded, and the principle of universal compulsory arbitration
was voted. As a consequence, strikes and lock-outs were vetoed, and of-
fending employers are to be fined 10,000 to 100,000 lire, and offending
employees 100 to 1,000 lire each. Verdicts of the Courts of Appeal are
binding, not only on members of the associations concerned, but also on
non-members, employers and employed in the same industry and district.
Employers and employees refusing to accept the verdict of the magistrates
are liable to imprisonment from one month to one year, and to a fine from
100 to 5,000 lire.

The new legislation concerning representation of industrial classes and
industrial disputes will have also very important consequences in other
branches of Italian life."There has been voted by the House of Deputies
a Bill for the constitution of public bodies called “Provincial National
Economy Councils”, which will represent in each province, agricultural, in-
dustry, trade, and banking interests. It is officially announced that, after
the recess, there will be laid on the Senate table a Bill for a reform of
the Upper House. Instead of being all nominated for life by the King, Se-
nators will be partly elected from among members of the industrial, trade,
professional, and labour classes. In the majority of Italian municipalities
(perhaps four-fifths), where the head of the municipality (called podesta)
is to be selected by the Government — instead of the local electors — the
podesta is to be chosen from lists of professional, industrial, trade, and la-
bour experts. It is highly probable also that in the minority of municipali-
ties, in which elected councils and syndics will be maintained, the electoral
right will be conferred no more on the principle of “one man one vote”,
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but on the principle of professional representation. It appears, therefore,
that, before long, employers’ and employees’ legally recognised associa-
tions will be paramount, not only for the solution of industrial disputes,
but also as the only source of administrative and political power. Municipal
councils, provincial, national economic councils, part of the Upper House
will owe their origin to trade associations.

The electoral right will rest not with all men or women catalogued in
professions, industries, and trade, but probably on the legally recognised
associations as such. The system of voting will be somewhat on the model
of that employed in the election of the American President. But there will
be this difference: the electors of the American President are a haphazard
provisional collection of men, whereas in Italy only members of trade asso-
ciations will select their presidents, secretaries, and councils, and these per-
manent bodies will in their turn be responsible for the election of munici-
pal and provincial councils and part of the Senate. The Lower House
(House of Deputies) will remain the only outcome of the old principle
of one-man-one-vote representation; and clearly the principle of profes-
sional representation will be in the ascendant. From all points of view,
therefore — economic, social, and political - the experiment which is begin-
ning in Italy is bound to be watched all over the world with the utmost
interest.

136.

ITALY

EcoNoMic FACTORS AND THE BOURSE — SECURITY PRICE COMPARISON —
Dear MoNEY AND LAck OF CAPITAL

From our Correspondent

Turin, January 27

The topic perhaps most discussed in January was the apparent contra-
diction between financial and economic statistics and the Bourse situation.

136. February 6, 1926, p. 268. The article, unsigned, was published in the section: “Overseas Cor-
respondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, entitled
“Italy. Financial and economic indexes and the bourse situation. Securities’ prices present and
pre-war level compared. Dear money and foreign loans”, dated “Turin, January 1926, is kept in
the Einaudi archives.
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No one who studies the admirable monthly bulletin of the Italian Treasury
can fail to be struck by such a contrast. The last financial year closed at
June 30, 1925, with a surplus of 417 million lire. In the first six months,
from July to December, 1925, of the present financial year, we have an ef-
fective surplus of 227.6 million lire. Public internal debts, which were
93.163 million lire at June 30, 1924, 91.988 at December 31, 1924,
90.847 at June 30, 1925, are at 91.536 at December 31, 1925. The figure
is lower than a year ago, and the increase of 689 million lire in the last se-
mester is largely offset by the 1,313.8 millions lire increase in the Treasury
deposits at the Bank of Italy in the same period. Foreign exchanges, which
appeared to go from bad to worse from January (24.06 lire to the dollar),
to July (27.42) improved very much in the second half of 1925, and the
quotations of about 24.80 for the dollar and 120 for the pound sterling
seems to be stabilised.

A strong dollar reserve was built up in the United States by means of
the 100 million dollars loan, and, so far from exhausting it in artificial en-
deavours to maintain the present rate of exchange, it appears from author-
itative source, that the net balance of international payments has made it
possible for Italy to reimburse the previous 50 millions Morgan credit
and to increase the fund at the disposal of the Treasury to a figure esti-
mated from 150 to 175 million dollars. The adverse commercial balance
from a monthly average of 976 million lire, decreased to 273 millions in
the five months from July to November. Crops were good, especially
wheat, whose yield of 6,560,000 tons compares very favourably with the
4,630,000 of 1924, so that imports will not be so great as in past years.

Industry is developing at a rapid pace, as can be gauged from the in-
crease of electrical energy sold from 4.357 million ettowatt-hours in the
first nine months of 1924, to 4,789 millions in the corresponding period
of 1925; and from the increase of coal imports from 6,816,109 tons in
1924, to 7,862,577 tons in 1925 (eleven months figures are given for both
years). Unemployment is almost over: 112,059 were wholly unemployed at
November 30, 1925, against 135,785 at the same date of 1924, and 280,775
at January 31, 1924; half-timers sank to the negligible figure of 4,855 indi-
viduals. Industrial bulletins report impossibility of accepting orders which
are coming, and, the first declarations hint to a general increase of divi-
dends by the joint-stock companies.

Notwithstanding all such favourable factors, Bourses are in a despond-
ing mood. Professor Bachi has calculated number indexes for joint-stock
shares prices on the basis of 100 for December, 1918:
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Dec., April, Dec., Feb., Oct., Dec.,
1921 1924 1924 1925 1925 1925

Banks ......coocooveiiiiirene 94.2 1213 1416 150-1 130-9 1367
Railways 584 117-8 142-8 161-0 147-4 150-8
Navigation 54-0 82-2 98-4 112-0 81-5 839
Cotton ..vocvivvveviireieierierieriiniens 125-1 3073 453-6 623-4 447-2 489-2
NYaelh geamihadel B il 1184 2876 4475 503-7 371-2 400-0
SilllEsh S8 Mde 3L 5 T 153-8 3964 620-3 673-8 5265 637-1
MINES ..cvvvevenieeeeieiiereeeeens 53-2 111-8 141-0 1555 124.7 1369
Iron and steel ....................... 17-8 255 302 329 253 263

Engineering .........ccoooovrieenene 328 254 301 346 259 265
Motor-cars ......ccccceeeiviiieinnne 563 118-4 170-6 175-4 150-8 1839
EleCtricity ...ocovvvevrriveriiannnns 68-0 107-0 140-5 1632 1337 1361
Chemicals .........cococovveririniae 59-0 109-5 1363 161-8 1397 1433
Sugars. MLATeE! ok il 101-5 2195 240-8 2566 211-8 180-8
Land and house property ... 100-6 2222 281-4 316-2 209-0 2072
Miscellaneous ...........co..co-..... 112-3 181-3 240-8 261-0 220-5 2289
General index ......ccocevrinnnes 63-8 100-5 130-3 146-0 116-6 122-8

As in December, 1918, security prices generally were about 25 per
cent. higher than at December 31, 1913; the general indexes should be in-
creased by 25 per cent. in order to gauge the extent of the rise over the pre-
war prices. At December 31, 1921, in days of rampant Bolshevism, prices
had therefore fallen even below pre-war level. The subsequent rise was in
general moderate, and at present (end of January, 1926), with a general in-
dex lower than the December one, perhaps not much higher than the
116.6 figure of October last, we can say that the general average of paper
prices of securities is only about 50 per cent. higher than the gold prices of
1913. Compared with a contemporaneous increase of paper price of gold
in the ratio of 1 to 5, and of wholesale prices level from 1 to 6.5, the in-
crease of the securities level from 1 to 1.5 seems strangely out of propor-
tion. A study of the individual categories helps to explain the result. Iron
and steel and engineering share prices are well below pre-war prices, being
26.3 and 26.5 per cent. of the December, 1918, level, which was, as above
noted, only 25 per cent. above the pre-war level. These industries were the
worst sufferers from the post-war crisis, and have as yet not recovered a
market sufficient to employ in full their production capacity. The world
crisis in shipping freights explains the low level of shipping shares. The
bank share index is depressed by the inclusion of the depreciated Banca
Italiana di Sconto securities. Chemical industries have also undergone a cri-
sis of transformation from war to peace production. If we exclude these
special categories, the general level of securities would fall, in comparison
with pre-war days, from the high point of 8 or 7 to 1 for silk (natural and
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artificial), to a more general level of 3 to 1 for other industries. No wild
increases have, therefore, taken place in Italy which could be compared
with German or Austrian speculative movements in periods of mark or
crown depreciation. Italian bourses do not suffer from an exaggerated level
of prices in relation to the present values of assets or to reasonable hopes of
profits. A lot of securities can be bought at present with a probable net in-
come of from 5 (land and house property) to 7 and 8 per cent. In many
cases, given a prospect of stabilisation of the lira at about the present level,
there are probabilities of substantial appreciation, if only the real cause of
the present weakness could be eliminated. Joint-stock companies are suf-
fering from lack of working capital. Italian industry is severely hampered
by dear money. New savings are, in the first place, absorbed by the sound
Treasury policy of increasing taxes so as to wipe out deficits and convert
them into a surplus; and, in the second place, by the tendency of agricul-
turists to invest their savings in improvements to land and buildings. The
necessity for new houses in urban areas has also absorbed a huge amount
of capital. These requirements do not leave sufficient capital for the needs
of industry. Shares are difficult to place and recent issues, it is said, have
partly been left on the hands of the issuing groups.

The settlement of the American and British debts will clear the way to a
useful understanding between capital exporting nations and Italy, which,
from an industrial point of view, is a new country. The motor-car industry
is an instance of what can be created by a man of genius and industry like
the president of the Fiat Company, Signor Agnelli. Perhaps a fifth of the
500,000 inhabitants of Turin live, directly or indirectly, on the motor-car
industry, which twenty-five years ago was non-existent. There is a possibi-
lity that in a few years this number will be doubled, and also that large
numbers of Turinese will live on the artificial silk industry, which is ex-
panding at a rapid rate. Enormous also is the possibility of expansion of
the electrical industry, whose net work is every day extended, and is more
and more closely connected under a few central holding societies, of which
Signori Motta and Ponti are the very able chiefs. The present Bourse crisis
is therefore a crisis of growth. The problem is to maintain the equilibrium
between new savings, and the energetic will and capacity to expand which
our captains of industry display.
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137.
ITALY

FOREIGN TRADE. — Figures of foreign trade in 1925 and earlier years
were as follow (precious metals and reparations excluded):

In Millions of Lire
Excess of Imports

Imports EXPQLTS Over Exports
3,419 2,212 1,207
26,822 11,744 15,048
17,267 8,275 8,992
15,765 9,302 6,463
17,198 11,059 6,139
19,388 14,318 5,070
1925 (Jan. to Nov.) ....cccocveveeneeee, 23,714 16,490 7,224

As statistical methods were changed as from July 1, 1921, and the re-
sult was a drop of figures, the 1925 trade can be reported as a record. The
excess of imports decreased from a monthly average of 976 millions in the
first six months to an average of 273 millions in the five months from July
to November. The adverse commercial balance for the whole year can be
estimated at about 7,500 million lire, against 5,000 millions in 1924.

Crops. — The year may be considered good, especially as regards wheat

and rice:
In Thousands of Tons

Average 1909-13 1923 1924 1925
NWheati. o L RN r iy 4,989-8 6,119-1 4,630-6 6,560-0
Maize 2,548-6 2,2659 2,684-4 2,6143
Rice ....... 475-0 520-9 590-9 629-4
Grapes 7,096-6 8,384-8 7,107-5 7,143-4
Cocoons 40-8 426 49-4 40-6

Very good prices were obtained by the agriculturists, who are putting
part of the money saved into agricultural betterments and buildings.

INDUSTRY. — Various indexes can be shown of the industrial progress of
the year. The electrical energy sold in the first nine months of the year

137. February 13, 1926, pp. 15-16. The article, unsigned, was published in the supplement: The
Economist. Commercial History & Review of 1925, Tts attribution to Luigi Einaudi is certain from
the correspondence between Einaudi and the editorial staff of The Ecoromist (letter from Leo-
nard J. Reid to Luigi Einaudi, November 13, 1925, in the Einaudi Archives).
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amounted to 4,789 millions ettowatt-hours, against 4,357 millions in the
same period of the preceding year. Coal imported in the first eleven
months increased from 6,816,109 to 7,862,577 tons. Broken iron, pig-iron,
and steel imported in the same period from 456,334 to 882,655 tons. Cop-
per, from 46,364 to 59,430 tons; lead, from 11,831 to 24,107 tons; tin,
from 3,377 to 3,778 tons; zinc, from 8,996 to 12,202 tons. Raw cotton,
from 186,372 to 224,312 tons; dried cocoons, from 1,230 to 2,591 tons.
Imports of natural wool diminished from 28,140 to 26,783; but imports
of raw jute increased from 39,116 to 43,486 tons, and of cellulose from
84,553 to 127,376 tons. Railways statistics are somewhat belated, but they
give a total of goods loaded of 31,131,653 tons in the first half of 1925,
against 27,265,792 tons in the corresponding period of 1924 (32,039,195
tons in second half, which is always the most productive); goods imported
were 3,168,939 tons, against 2,190, 367 tons in the first half of 1924; goods
exported 1,689,534, against 1,619,929 tons. Notwithstanding an annual
increase of population of 473,000 in the period 1919-24, employment
is good. The number of unemployed, which was 280,775 on January
31, 1924, decreased to 135,785 at November 30, 1924, and to 112,059
at the corresponding date of 1925. It was as low as 72,764 at August
31, 1925.

Prices AND WAGES. — The usual set of index numbers published by
Professor Mortara is as follows:

Wholesale Prices

Paper Price In Paper In Gold Cost of

T of Gold Lire Lire Living Wages
NS} Rt o oo 100 . 100 100 100 100 100
1O2/ Ui S 766 457 538 117 541 530
192285 ... 8.8 751 409 530 130 500 510
1923 722 422 535 127 494 478
19245 R 3 FE5 729 444 553 125 527 477
1925558, 5 00 8L 767 486 646 133 623 533

There is, as usual, a lag in the movement of wages. Expert authorities
note that the above official wages number index is not, perhaps, wholly re-
presentative. A really general index would not probably be lower than the
cost of living index.

MONEY AND STOCKS. — Money was very dear all over the year; the offi-
cial rate of discount, which had remained fixed at 5.50 per cent. during
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1924, was raised to 6 per cent. in March, and to 7 per cent. on May 16, On
the same date the rate of discount of Treasury 9-12 months’ bill was also
raised from 4.50 to 6 per cent. The clearings at the Italian clearing houses,
which totalled 52.9 billions lire in 1914, reached 298.9 in 1919, 845.1 in
1923, 912.1 in 1924, and 1,155.8 in 1925. Bachi’s number index for share
prices, on the basis of 100 for December, 1918, was 130.3 for December,
1924, and continued to rise until February, 1925, when it reached 146. At
that date came a reaction, partly in consequence of various decrees regulating
Stock Exchange organisation. The bottom was touched in October at 116.6,
but quotations never completely recovered, closing the year at 122.8.

PuBLIic FINANCE. — The deficit in the State Budget has given place to a
surplus of 417 million lire. Public internal debts, which amounted to
93,163 million lire at June 30, 1924, decreased to 90,847 millions at June
30, 1925, increasing again to 91,536 at December 31, 1925. But the last
increase of 689 million lire was largely offset by the increase between the
same dates, June 30 and December 31, 1925, of the sum placed to the
credit of the Treasury at the Bank of Italy from 236.2 to 1,550 million lire.
Budget surpluses and the settlement of the American and British debts are
a strong foundation to a policy of stabilisation of the lira.

138.

ITALY

Stock EXcHANGE DEPRESSION — FOREIGN LOANS FOR INDUSTRIES —
Lira STABILIZATION PoLICY

From our Correspondent

Turin, March 2

From month to month the stagnant or even bearish situation of the
Bourses absorbs the attention of economic circles. A circular of a well-

138. March 13, 1926, p. 520. The article, unsigned, was published in the section: “Overseas Cor-
respondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, entitled
“Italy. Stock exchange depression again. Trend of investors towards state securities. Foreign
loans for industries. How loans are utilised without effective transmittal. The stabilization pol-
icy”, dated “Turin, March 2, 19267, is kept in the Einaudi archives.
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known stockbrokers’ firm (published in I/ Sole on February 28") made,
among others, the following comparisons:

Maximum A Probable "
Price, 1925 Present Price Dividend Net Yield
Banking securities: % %
Bank of Italy (net) .....cooovrerienee 1,900 1,510 60 4
Banca Commerciale .. 3 1,770 1,313 65 5
Credito Italiano ..... 1,175 902 50 5-55
Banca Nazionale di credito ......... 586 549 30 5-45
Banco di Roma ........ccccocvevreevernene 140 117 6 5-12
Navigation:
Navigazione generale italiana ...... 888 570 47 8-24
Lloyd Sabaudo 414 300 25 833
Libera Triestina 700 445 28 6-29
Casulichys=Stt s L8 ey oo & 535 240 16 6-66
Gas and electricity:
Alta Ttalia ......ooooovvvvvvieeeeene 475 300 20 6-66
Riphiw i et ok =ls 369 185 15 810
Edisoniy: mala i sl babe Bod 3 905 630 39 6-20
Ttaliana Gas ..........ccceeceveevviecniene 793 312 25 801
Textiles:
Tessuti stampati De Angeli-Frua 2,500 1,150 85 7-30
(cotton printers) ........cc...cooonee
Cotonificio Valle di Lanzo (cotton) 578 323 20 619
Cascami seta (silk) ......cccoovveivenens 2,340 1,230 80 6-50
Snia (artificial silk) .....cccccoevecenene. 530 366 25 6-83
Chatillon (artificial silk) ............... 565 270 20 7-40
Land and house property:
Beni Stabili (Rome) ..................... 1,290 654 40 4.71
Risanamento (Naples) 1,650 1,040 50 4-80
Bonifiche ferraresesi (Land) ........ 831 455 27-50 6-03
Mining, chemicals, metallurgical, iron
& steel, & motor-cars:
500 D PO S vy kB o 775 478 30 6-27
Montecating .........ccvecereeccennnnecenene. 322 240 18 7-50
Metallurgical Co. .. 233 139 10 7-20
Fiat oo 617 472 30 635
Miscellaneous:
Unione Cementi ........coovevrreereennrnn 502 343 25 7-28
Cementi Spalato .........cccouvvveveneaee 563 366 30 8-19
Distillerie Italiane (spirits) ........... 310 122 - =
Molini (flour) ......cccccovevvevevrrerenrns 1,700 962 50 5-20
Semolerie (flour) ...ococcovvevevveennne. 2,050 985 50 5-07
Marsala Florio (win€) ..........c....... 233 155 15 9-67
Pittaluga (cinematographs) . 193 145 15 10-34
Fiammiferi (matches) 725 276 13 471
Mira Lanza (candles) 232 115 10 870
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With rates of dividends ranging, with a few exceptions in the banking
and sugar sections, from 6 to 10 per cent., and with current prices well be-
low - in some cases over 50 per cent. below — the peaks of 1925, the Stock
Exchanges should present attractions for speculators and investors. Inves-
tors, however, are frightened out by the heavy losses sustained in past year,
and speculators are interrogating economic Sibyls as to probable trend of
events. The abolition of the obnoxious 15 per cent. tax on dividends of
bearer securities, and of the taxation of premiums on securities issued
above par, and the reduction of the interest paid on the one-year Exche-
quer bills from 6 to 5.50, all failed to draw the public to the Bourses.

The Finance Minister, Signor Volpi, justly remarked yesterday at Ve-
nice that it was not his fault if the public, which has bought 285 million
lire of Exchequer bills at 6 per cent. in January, bought even larger sums
in February after the Treasury had reduced the interest allowed to 5.50 per
cent. The truth is that investors have lost faith in industrial securities owing
to the spectacular decreases in prices revealed by the above table; and, re-
assured by the firmness of the lira, prefer to invest their savings in State
securities, preferably Exchequer bills.

The appetite of the public for State securities has given rise to an inter-
esting experiment in foreign exchange regulation of foreign loans issues.
Italian industries, especially public utilities bodies, through the instrumen-
tality of the Public Utilities Credit Institute (Istituto di credito per le im-
prese di pubblica utilitd) are able to raise loans, indirectly guaranteed by
mortgages to the institute, in the United States. A loan of 20 million dollars
at 7 per cent., repayable in 26 years, was issued on February 26th by the
Chase and Blair groups on behalf of the institute in the principal American
cities. The problem was how to enable Italian industries to utilise the loan
without transferring the proceeds of it to Italy. A Royal Decree of February
18" authorised the Treasury to buy, at a fixed rate, dollars or other foreign
money credits raised by the Public Utilities Credit Institute. The 20 million
dollars are, therefore, placed in New York to the credit of the Italian
Treasury, and the Treasury opens a credit of 500 million lire for the insti-
tute at the Bank of Italy. When interest and amortisation are due the insti-
tute will pay, say, 50 million lire in Rome to the credit of the Treasury’s
Bank of Italy account, and the Treasury will place a sum of 2 million dollars
to the credit of the institute in New York. It appears that the sums placed to
the credit of the Italian Treasury in New York will go to increase the fund of
100 million dollars of the State loan, and will be available for stabilising the
lira. On the other hand, the paper issue in Italy is not increased as a conse-
quence of the Treasury buying dollars in the United States and placing lire
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in Ttaly at the disposal of the Public Utilities Institute. As a matter of fact,
the total paper issue has decreased from 21,449.6 million lire at December
31% last to 20,753.9 million lire at January 31, 1926.

By the method adopted Italian industry obtains credit in a foreign mar-
ket from interested and keen leaders, but by the sale of the proceeds of the
loan to the State is able to utilise in Italy Italian savings, which, owing to
the peculiarities of the present Bourse situation, prefer to seck an outlet
in State securities. The hope is that, by maintaining the lira at a stabilised
level, a new equilibrium of internal and external prices, a reduction of costs
and a revival of faith in industrial securities will be reached.

139.
ITALY

Stock EXCHANGE REVIVAL — BUDGET SURPLUS —
TREASURY AND THE MONEY MARKET — PRICES

From our Correspondent

Turin, April 1

Since my last letter things have had a decided upward turn in the Stock
Exchanges. The betterment originated with the reduction from 6 to 5.50
per cent. of the rate of interest allowed on yearly Exchequer bills on Feb-
ruary 15 and to 5 per cent. on March 8; but the movement was acceler-
ated by the formation of a strong consortium among the principal banks,
headed by the Bank of Italy, with a fund of 100 million lire and a fighting
backing of 400 millions more. Bears which were largely oversold were ob-
liged to cover, and prices recovered. Thus Sip (electricity) shares, which I
left in my last letter at 185, were quoted for settlement in March at 205,
Edison at 680 (from 630), Tessuti Stampati (cotton printers) at 1240 (from
1150), Cascami seta (silk) at 1400 (from 1230), Snia (artificial silk) at 374,
after cutting a dividend of 25 lire (366), Chatillon at 285 (270), Beni Stabili
(house property) at 680 (654), Fiat (motor-car) at 560 after a cut of 30 lire
for dividend (472), and so on.

139. April 17, 1926, pp. 789-790. The article, unsigned, was published in the section: “Overseas
Correspondence”. Its attribution to Luigi Einaudi is probable according to Graham Hutton. It is
also dated Turin.
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State revenue makes a very good showing. Our Budget-making is more
scientific than the British, as we take account not only of revenues col-
lected, but also of taxes due, not only of real disbursements of the Exche-
quer, but also of expenditure budgeted for but as yet to be made; and we
also carefully distinguish between expenditure or revenue on account of
the fiscal current year and of preceding years. The months from July,
1925, to February, 1926, close, therefore, so far as the figures relate to
the present fiscal year, and include expenditure legally to be incurred, with
a surplus of 337.7 million lire. But if the Italian Budget were made some-
what after the British fashion of de-facto revenue obtained and expenditure
incurred, the first eight months of the current fiscal year would make a
much better showing; the de-facto revenue was 14,301.8 million lire and
the de-facto expenditure 11,506.1 millions; so that the Exchequer obtained
a cash surplus of 2,795.7 million lire. True, most of the cash surplus should
legally be spent in some future period, but in the meantime the Treasury is
enjoying a big cash surplus. It may be also that some expenditure legally to
be made will never come up, so that the cash surplus will convert itself into
a Budget surplus. The result of the cash situation of the Exchequer has
been a large increase in the funds deposited by the Treasury at the Bank
of Italy. This amounted to 236.2 million lire at the end of the past financial
year (June 30, 1925), and rose to 2,689.0 million lire at February 28, 1926.
This large balance gives the Treasury a strong control over the money mar-
ket. If the sum were withdrawn, the Bank of Italy would restrict discounts
and advances and increase the official discount rate. In addition, the Treas-
ury is able to buy from the joint stock companies the proceeds of dollar
loans, as I explained in my past letter. A novel situation is thus arising in Italy
somewhat akin to the situation existing in the U.S. by the dual control of the
money market by the Federal Treasury and the Federal Reserve banks.

A situation which puzzles public opinion and has given rise to much
obloquy is the difference between wholesale and retail prices. After rising
to the high-water mark of 731 in August, 1925 (basis 100 for 1913), Bachi’s
index number declined continuously to 704 in February, 1926; and the
purchasing power of the lira, calculated by the Milan Chamber of Com-
merce, correspondingly increased from 14.6 per cent. of the 1913 level
to 15.3 per cent. The stabilisation of the lira had thus reacted logically
on wholesale prices. Retail prices, as portrayed by the cost of living indices
(basis 100 for July, 1920), did not follow suit, but increased between Au-
gust, 1925, and February, 1926, from 138.11 to 145.55 in Milan, from
144.66 to 149.24 in Turin, from 137.77 to 138.73 in Venice, and from
1447 to 151.3 in Florence. In July, when the increase in house rents con-
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sequent on the abolition of wartime restrictions will become effective, the
cost of living will rise still further. Already the protests of house tenants are
so universal that in several cities municipal authorities have felt obliged to
constitute boards of conciliation for the fixation of rents. A fear is enter-
tained that new increases in the cost of living will occasion a new rise in
wages and in costs of production and impair the export possibilities of Ita-
lian industry. It does not seem, however, that real wages are increasing fas-
ter than prices, and Professor Mortara believes that, if in 1924 the real
wages level was lower than in 1913, in 1925 the two levels are tending
to equilibrium, without wages at yet getting the better of prices.

140.
ITALY

REFORM OF THE SENATE — UNIFICATION OF THE RIGHT OF ISSUE —
ExTERNAL TRADE — RAILWAY TRAFFIC

From our Correspondent
Turin, May 5

In the last session of the Great Council of the Fascist Party the essential
characteristics of the reform of our Upper Chamber were announced. By the
1848 Constitutional Charter the Senate is a body wholly composed — except
for the Princes of the Royal Blood, who become Senators at the age of 21 — of
members nominated for life by the King by selection from among certain ca-
tegories: bishops, ambassadors, prefects, generals, admirals, judges, members
of the academies of sciences, members of the Lower House after a certain
number of re-elections, and so on. There is also a category of men who have
signally served their country, and another of great landed proprietors or in-
dustrialists. The composition of the Senate was thus, from the origin, a pro-
fessional one; but the King could select Senators at his pleasure and without
limit of total number, more from one category than from another. Various
categories, as, for instance, that of bishops and archbishops, after the elimi-
nation of the Papal Temporal State, had fallen into desuetude. The present

140. May 22, 1926, pp. 993-994. The article, unsigned, was published in the section: “Overseas
Correspondence”. Its attribution to Luigi Einaudi is probable according to Graham Hutton. It is
also dated Turin.
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reform does not radically change the present composition of the Senate. To
the old categories of life Senators, which will be somewhat changed to be kept
in touch with the new social classes, there will be added a category of nine-
years Senators, who will be recommended to the King by the “Corporations”.
Corporations of employers — agricultural, commercial, and industrial — will
recommend one half of the non-permanent Senators, and corporations of em-
ployed the other half. The number of nine-years Senators will not be fixed by
law, and no limit will be put to the number of life Senators.

With the reform of the Upper Chamber the constitutional reorganisa-
tion of the State will be completed. There is a school of opinion in the Fas-
cist Party which says that, in such a new State, the Lower Chamber, elected
by universal and secret suffrage in individual constituencies, has no logical
place, and must therefore be abolished. But no official declaration has been
made upon the point. It should be remarked that the recommendations to
the King for non-permanent Senators are not to be made by suffrage of the
members of the corporations, but by the Central Council of the Federa-
tions of Corporations.

On the same occasion there was announced the unification of the right
of note issue. At present we have in Italy three banks of issue — the Bank of
Italy, governed by Signor Stringher, and by far the most important; the
Bank of Naples, whose governor, Signor Miraglia, 92 years old, is about
to retire, in the full freshness of mind; and the Bank of Sicily, governed
by Signor Mormino. The last two banks are old institutions, a legacy of
the Kingdom of Naples and Sicily. They will be transformed into ordinary
regional banks for the aid of agriculture and industry in their respective re-
gions. They are not joint-stock banks, but public bodies, whose income was
already devoted to public purpose. The right of issue will be concentrated in
the Bank of Italy, but the details of the plan are as yet not published.

External trade results for March, 1926, were as follows: — Total im-
ports, 2,417 million lire, a decrease of 106 million lire compared with
March, 1925; total exports, 1,457 million lire, a decrease of 33 million lire
compared with March, 1925. For the first three months of 1926 imports
totalled 6,620 million lire, against 6,500 million lire in the corresponding
period of 1925; total exports decreased to 3,932 million lire, compared
with 4,018 million lire in the same period of 1925. The deficit of the com-
mercial balance was thus of 2,686 million lire, against 2,482 million lire for
the same period of 1925. The total number of passengers carried on the
State railways amounted in 1925 to 110.5 millions, an increase of 10.4 mil-
lions compared with 1924. The gross revenue for passenger transport was
1,677.2 million lire (1924, 1,406 million lire). The greater part of the rev-
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enue (nearly 60 per cent.) was due to third-class passengers. For 1926 fig-
ures are not as yet available. But the increase seems to continue, perhaps on
a smaller scale. Goods transport in the second half of 1925 amounted to
32.8 million tons, as can be seen from the following table:

Number of Cars Difference Tons of Goods

Loaded Loaded LDifffmane:

1924 1925 % 1924 1925 %

July ... .. 546,898 558,684 +2:16 5,209,496 5,481,608 +522
August .......... .. 555,899 554990 -0-16 5,370,966 5,416,661 +0-85
September .... . 575752 577,061 +0-23 5,539,596 5,677,523 + 249
October ....... .. 611230 607,942 -0-54 5,835,720 5944602 +1.87
November .... .. 523980 525,821 +035 4,937,590 5,147,351 +4-25
December ... .. 545237 530,628 -2-68 5,145,827 5,128,928 —0-33

Total .....cccoevnaeen ,358,996 3,355,116 —0-11 32,039,195 32,796,673  +2:36

The impression given by these figures is of a check in the increase of
goods transport. This impression is re-inforced by the January, 1926, sta-
tistics, which show a still greater decrease. The cause of the crisis must
be sought in the general increase of freight rates passed with the new tariff
of May, 1925, and in the bad weather of the last months of 1925. But the
crisis seems to be temporary. The general condition of industry and agri-
culture continues to be very good, and an early revival of railway transport
can be easily foreseen.

141.

ITALY

Tue REAL MONETARY PROBLEM — BALANCE OF PAYMENTS —
BUDGET SURPLUSES — CIRCULATION AND PUBLIC DEPOSITS

From our Correspondent
Turin, July 6

The vagaries of the rate of exchange, which has gradually increased
from the level of 125 lire to the pound sterling at the end of April to about

141. July 10, 1926, pp. 69-70. The article, unsigned, was published in the section: “Overseas Cor-
respondence”. Its attribution to Luigi Einaudi is probable according to Graham Hutton. It is
also dated Turin.
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140 lire at the present time, continue to be the most important problem in
the economic life of Italy. I will try to indicate what is, in my judgment, the
exact economic point on which the solution of the problem depends. It is
not the so-called balance of trade. True, we have had, in the first four
months of the year, an excess of imports over exports of 3,761.1 million
lire; but we had an almost exactly equal excess in the past year of
3,746.1 million lire; and even if we suppose that the total excess for the
whole year will be the same as in 1925 — viz., 7,896.8 million lire — we
do not get at a figure appreciably higher than the pre-war figures, which
oscillated around 1,200 million gold lire from 1860 onwards — Z.e., from
the birth of the united Italy we always had an excess of imports over ex-
ports, and rates of exchange were frequently at par. In 1923 and 1924, not-
withstanding the excess of imports over exports, the international balance
of payments was evenly balanced, remittances of emigrants, expenditure by
foreigners travelling in Italy, national merchant marine income, &c., mak-
ing up for the commercial gap. We have not, for 1925 and 1926, figures for
the invisible items of the balance of payments, but there is no probability
that they will differ very much from past experience.

The Budget balance is no longer a factor in the falling value of the lira.
Whatever opinions may be held about present Italian politics, one fact is
certain that figures published in the official documents over the signatures
of the Director-General of the Treasury and of the Accountant-General of
the State are undoubtedly true. Charges of forged figures, which I some-
times see in foreign newspapers, are absolutely untenable. The published
figures show the real situation of the Italian Budget. I am almost tempted
to say that the situation is too strong. In the first 11 months of the past fi-
nancial year the surplus of revenue over expenditure was 811.8 million lire.
And this is not the end of surpluses. In our system of accounting, in the
revenue figure we include the taxes to be recovered, and on the expendi-
ture side the disbursement to be made on account of the appropriations of
the year. At the end of the year the Treasury retains more or less big sums
of money, which are not technically surpluses, because at some future date,
possibly a very distant date — let us say 1930 — a call can be made on them
for meeting belated expenditures appropriated in 1925-26. Cash surpluses
are, therefore, much larger than Budget surpluses.

How much larger cash surpluses are than Budget surpluses can be
judged from July 1, 1925, to May 31, 1926, figures; the surplus of actual
revenue over actual expenditure was 3,049.6 million lire, as against 811.8
million lire Budget surplus. True, the difference is not technically a surplus,
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it may, in fact, be expended one or two, or perhaps 10, years hence. But, as
a matter of fact, it is not being expended at present, and it is highly prob-
able that, in the course of time, many appropriations will become obsolete,
and the corresponding expenditure never will be made, so that what is at
present only a cash surplus will become a true Budget surplus.

Our Treasury is, therefore, in a very strong position. The Finance Min-
ister can boast of a Budget surplus of about 800 million lire, and of an ad-
ditional unexpended surplus of 2,200 million lire. These surpluses are, for
the time being, so big that the Finance Minister can view with equanimity
the increase in prospective public works expenditure, which is the conse-
quence of the Government’s grandiose programme of reconstruction of
Southern Italy.

The only feature which calls for explanation, and for a very prudent
policy, is a different one, on which financial critics usually do not lay
any stress. In spite of the big Budget and cash surpluses, the Treasury
found it necessary to increase the total of public internal debt from
90,847 million lire at June 30, 1925, to 92,033 million lire at May 31,
1926. Why? The reasons are many, and it would take too much space to
enumerate them. Among them is one which bears directly on the paper
money problem, and which can be explained only by a reference to paper
issue figures:

(In Millions of Lire)

Bank of Issue and

P s el Sums Held by the State

Commerdd Treasury in Current
For Trade Total Discounts  Account at the Bank of Italy
Account
1 2 3 4

December 31, 1923 ........... 6,185.8 19,6743 4,690.2 2,011.2
June 30,1924 ............. 6,054.6 19,952.8 4,638.3 756.5
December 31, 1924 . 6,788.6 20,541.9 4,483.6 807.7
June 30, 1925 ............. .. 8268.8 21,117.0 5,225.6 236.2
December 31, 1925 ........... 8,766.0 21,449.6 5,929.0 1,550.2
May 31, 1926 ......cccoooceeee. 7,416.3 19,816.5 6,168.3 2,471.0

The figures in columns 1 and 2 are good; the total of paper issue, after
reaching top figures at the end of 1925, is diminishing, and is being kept
under the 20 billions level, which is the safety line of our foreign exchange.
Also figures of issues of notes for trade account are at present decreasing.
But column 3 shows that commercial discounts — that is, the mass of bills
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and acceptances discounted by the banks of issue — are continually increas-
ing. Our banks of issue, notwithstanding the limitation of note issue, sup-
port an expanding structure of commercial and industrial activity. They do
not support the expansion by the increase of their private deposits, for
these deposits are practically stationary. The means of support come out
of public deposits. After decreasing to a minimum of 236.2 million lire
at June 30, 1925, public deposits rose to the big figure of 2,471 million lire
at May 31, 1926. This figure of public deposits at the banks of issue is, per-
haps, the most significant one in the interesting and well-compiled monthly
bulletin of our Treasury. It means, in short, that the Treasury utilises the
best portion of its Budget and cash surpluses in keeping a big deposit at
the Bank of Italy; and this public deposit is the source from which the
Bank of Italy draws the means to make larger advances to commerce
and industry, notwithstanding the decrease in note issue. As it is, public
deposits are note issues in being. For, if the Treasury were to diminish
its deposits to 236.2 million lire as at June 30, 1925, then the total note is-
sue would be forced to jump up by about 2 billion lire. This is the crux of
the present situation, which lies not in the balance of payments, not in the
Budget situation, but in the risk of an increase in note issue consequent
upon an unforeseen obligation causing the Treasury to withdraw deposits
from the Bank of Italy. The monetary problem, from a strictly monetary
point of view, can be put thus: how to keep the total note issue under
the 20 billions level, even when the public deposits are reduced to their
normal level of, let us say, 500 million lire.

Italy has solved other bigger financial problems, and she will solve this
lesser monetary problem. Gradual restriction of discounts by banks of is-
sue to the 4!/, billion lire level, gradual corresponding increase of discounts
by other ordinary banks and savings banks through an increase of private
saving — these are the only visible methods by which it will be possible to
put an end to the risky business of financing industry through public de-
posits. Signor De Stefani decreased public deposits from 2,011.2 to
236.2 million lire; the present Minister will, no doubt, attentively watch
this last door remaining open to a possible increase of circulation, and close
it in the course of time against all future threats against the stability of
the lira.

— 381 —



ITALY UNDER FASCISM, 1925-1935

142.
BANK CONTROL IN ITALY

By our Turin Correspondent

The attention of financial circles is centred at present on the problem
of control of banks. Political and economic reasons have contributed to
give prominence to the problem. Through the creation of corporations
of employers and employed, Fascism is endeavouring to give unity to in-
dustry and commerce, and to subordinate all economic life to Government
direction. Banks, to which are entrusted the savings of the people, could
not hope to maintain their independence from the all-pervading spirit of
governmental control. It is contended that banks should not do business
only for the sake of profits, but should always consider the “national”
scope of every business proposition, and prefer to the most profitable
the most conducive to approved national ends. This point of view should
be especially paramount in all those cases which have a connection with the
state of foreign exchanges. In some political circles there is a feeling that
the big private banks are not keen in sustaining the public policy of deva-
luation of the lira, and there is some impression of undue interference of
what is called “international finance” to the detriment of the lira. Strictly
economic circumstances add emphasis to the general political ones. Several
failures of banks — among which the most sensational was the failure of the
Agricultural Bank of Parma — gave the impression of gross mismanagement
which could and should have been prevented by timely control of compe-
tent supervisors. Old objections were repeated against the multiplication of
small banks with insufficient capital, which are successfully catering for de-
posits among ill-educated people, mainly by the promise of high rates of
interest.

At first the idea of “control of the banks” took the following shape: 1)
The creation of a body of State officials who should periodically inspect
banks, and report to the Government on all unsound or otherwise (politi-

142, September 11, 1926, pp. 417-418. The article, unsigned, was published in the section:
“Leading Articles”. Its attribution to Luigi Einaudi is certain because the original manuscript, en-
titled “Italy. Control of Banks. Political and economic reasons of the control. Methods proposed
and criticism of them. The new paramount position of the Bank of Italy. Savings and the mone-
tary standard problem”, dated “Turin, August 31, 1926”, is kept in the Einaudi archives.
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cally or economically) objectionable business done by them; 2) the appoint-
ment of a Government representative on the boards of directors (consiglio
di amministrazione) of the banks, eventually with the right of veto against
objectionable operations. It was soon discovered that control by these
means would probably be ineffective, and certainly risky. The first method
of public official inspection of the banks was tried in the old days before
the enactment of the present Commercial Code (1884), and is at present
operative for savings banks and kindred semi-public institutions. It did
not, and does not, prevent occasional banking failures. When a bank is
badly run, books are in perfect order, and inspectors seldom discover any-
thing objectionable. Even Government representatives sitting on boards of
directors would not be able to get real knowledge of the inside of the
bank’s business. Important things are managed outside directors’ boards
by the president and the general manager (smministratore delegato).
Boards are frequently called on to approve accomplished facts. Nor could
it perhaps be otherwise, owing to the urgency and secrecy of the most im-
portant decisions.

The control by public inspectors or representatives, too, was seen to be
apt to get the State into trouble. Control by the State would by the great
mass of depositors be interpreted as a guarantee by the State of the sound-
ness of the bank’s direction. Morally, if not legally, the State would be con-
sidered by the public as responsible for deposits. In case of failure, deposi-
tors would complain if the State did not make up the deficiency.

Full weight has been given to these considerations in the decrees ap-
proved to-day by the Cabinet, according to which the control of the banks
will run on the following lines: 1) There will be some regulation as to the
minimum proportion between the capital and deposits; 2) no new bank
and no new branch of existing banks can be opened without the Govern-
ment authorisation, which will be given only after investigation and advice
of the Bank of Italy; 3) banks accepting deposits will be obliged to put 10
per cent. of annual profits to a special reserve, up to 40 per cent. of the
capital of the bank; 4) lastly, and most important of all, the situation of
the Bank of Italy is to be strengthened. This bank, which, from July 1,
1926, is the only bank of issue in our country, is to be put in the same po-
sition as the Bank of England or the Federal Reserve Bank of the United
States. The Bank of Italy, before accepting for rediscount commercial bills
from other banks, is to require stringent information about assets, invest-
ments, &c. Banks are to be obliged to send periodical statements to the
Bank of Italy, and officials of the Bank of Italy are to have the right of
checking the statements by examination of books. This is certainly a legit-
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imate and effective control, in so far as other banks need to have recourse
to the Bank of Italy for rediscount.

Supervision of the Central Bank of Issue is effective if other banks are
dependent on it. It is doubtful if in our country this dependence does at
present largely exist, and the money market is not so organised in Italy
as to concede to the Central Bank a paramount influence. It may be, how-
ever, that by and by a system will grow in our country comparable to Brit-
ish or American practice.

Perhaps the most important problem of the present day is not how to
protect savings, but how to make them expand. I reproduce in millions of
lire figure of deposits at various dates:

) Dec., April, Dec., June, July,
Lo o 1924 1925 1925 1926 1926

Postal saving State Bank .... 99116 10,1319 10,6176 104155 105161

Ordinary saving banks ....... ... 122208 12,7736 12,7909 12,872-7 =
Six ordinary big banks ....... e 3,329:0 = 3,229 32679 =
Three big people’s banks .. 930-5 - 9394 969-9 -
Local banks .......cocoove.... .. 39118 = 3.907-0 3,888.9 -
Loans banks (Monti di Pieta) ...... 794-7 8217 791-7 *785-9 -

* May 31% figure.

The “six ordinary big banks” are the Banca Commerciale, Credito Ita-
liano, Banco di Roma, Banca Nazionale di Credito, Banca Agricola Italiana,
and the Banca d’America e d’Italia; the three big “people’s” banks are the
Banca Popolare Cooperativa Anonima di Novara, Banca Popolare di Mila-
no, and the Banca Popolare di Cremona.

The figures are not complete, as many “people’s” banks, the rural
banks, and all private banks, are excluded; but they give an impression
of stationary savings. Probably the causes of the disquieting phenomenon
are various, but one is too evident to be overlooked. In all countries with
unstable money new savings were, or are, lacking. So it was in Germany
and in Austria, and Italy cannot be an exception to the universal rule.
The return to stable money is therefore an ideal aimed at by everyone in
Italy, from Signor Mussolini, who proclaimed at Pesaro that every neces-
sary effort will be made to sustain the lira, down to every small saver,
who is anxious to invest safely his hard-won money.

To-day Cabinet’s deliberations gave a clear meaning to the general aims
embodied in the words “battle of the lira: 1) the proceeds of the Morgan
loan will be transferred completely on September 1% to the Bank of Italy.
The gold reserves of the bank will thus be increased by 90 million dollars,
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or 455 millions gold lire, to a total of 2,400 millions gold lire. The bank will
in return cancel 2,500 millions paper-lire of their advances to the Treasury;
2) the issue of Treasury notes (small notes of 5, 10, 25 lire) will be reduced
from 2,100 to 1,700 millions lire, owing to withdrawal and cancellation of
400 millions lire of 25-lire notes. The remaining 1,700 millions lire of 5 and
10 notes will be replaced by a corresponding sum in coins; 3) in the suc-
cessive State budgets, beginning with the 1926-27 Budget, a yearly sum
of 500 millions lire will be included for the withdrawal and cancellation
of a corresponding sum of bank notes issued on State accounts. In the
course of about eight years all the note issue on State account should dis-
appear; 4) the special section of the Consortium created to conduct the sal-
vage of the Banca Italiana di Sconto and the Banco di Roma will be liqui-
dated as soon as possible, 5) a maximum limit is fixed to note issues of the
Bank of Ttaly on commerce account. Where the limit is fixed, to-day’s of-
ficial communiqué does not disclose.

In consequence of the above decisions, the next balance sheet state-
ments of the Bank of Italy for September 30% and October 31° will be
watched with the utmost interest, as they will bear traces of the vigorous
deflationist policy to-day inaugurated. It would be very desirable that great
care should be bestowed on the comparability of the figures before and
after unification of the issue privilege. This should be one of the tasks en-
trusted to the newly appointed vice-director general of the Bank of Italy.
The appointment of Signor D’Aroma to the vice-directorship of the Bank
of Italy marks the end of many rumours current about the retirement, after
25 years, of the present director general, Signor Stringher. Stringher will
remain at the head of the enlarged Bank of Issue, but he is strengthened
by the appointment of Signor D’Aroma as vice-director, a very close friend
of his, and a young, energetic man. For seven years (October, 1919, to Au-
gust, 1926) D’Aroma was director general at the Finance Department, and
to him is to be chiefly — not to say entirely — attributed the merit of the
reorganisation of the direct taxation system. He is by far the strongest
man discovered in the public services in the last decade, and his co-opera-
tion with Stringher will, it is hoped, be successful in solving the monetary
problem — the most momentous of Italy’s problems to-day.
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143.

ITALY

SUPPRESSION OF CONSORTIUM — CONSOLIDATION OF TREASURY BILLS —
NEw NATIONAL LOAN — BUSINESS MEN’S MANIFESTO — BOURSE DECLINE

From our Correspondent

Turin, November 7

Two events of far-reaching importance have just taken place. The first
is the suppression of the “autonomous” section of the Consortium for in-
dustrial securities. The Consortium, as I have explained in previous letters,
was created, as far as the “ordinary” section is concerned, in 1914 for the
purpose of making advances to joint-stock companies and industrial firms.
But in 1922 an “autonomous’ section was started with the purpose of the
salvage first of the Banca Italiana di Sconto, and then of the Banco di
Roma. After the advances of the Consortium had reached a maximum of
4,120 millions lire, a decree of January 1, 1924, put an end to new opera-
tions. But the liquidation was slower than was deemed in accordance with
the new deflationist policy; therefore, by a decision taken at the Cabinet
session of November 5% the section has been dissolved. The remaining as-
sets are to be sold gradually by a new institute, wholly separate from the
Bank of Italy. The Bank of Issue will be no more encumbered by this le-
gacy of past times, and its note issue will be thenceforth counterbalanced
only by normal assets—gold reserves, normal trade discount, and advances
to the Treasury, these last to be gradually eliminated.

The second event is the consolidation of the Treasury bills. The bright-
est feature of the monetary situation has been the gradual decrease of
Treasury bills, which, as the Finance Minister, Count Volpi, aptly re-
marked, were a continuous menace to the circulation, for they could al-
ways, when due, be exchanged for cash and force the Treasury to increase
the note circulation. To the Treasury bills called “ordinary”, which
amounted at October 31* to 15,540 millions lire, we must add 1,029 mil-
lions 5-years bills, 4,000 millions 7-years bills, and 6,991 millions 9-years

143. November 13, 1926, pp. 822-823. The article, unsigned, was published in the section:
“Overseas Correspondence”. Its attribution to Luigi Einaudi is probable according to Graham
Hutton. It is also dated Turin.
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bills — total 27,560 millions. It appears from statements made by Count
Volpi and the Corriere della Sera that, following upon the restriction of
credit policy, bearers of Treasury bills claimed, when due, the repayment
of an unusual proportion of them. The Cabinet Council in their session
of yesterday sanctioned a decree of consolidation. The Italian plan follows
the Belgian precedent, but with important points of difference. All ordin-
ary, 5-years, and 7-years Treasury bills are forcibly consolidated - z.e., ex-
changed for 5 per cent. Consols at different rates of exchange, from 116.50
lire nominal 5 per cent. Consols for every 100 lire ordinary bills, to 115.50,
113, and 112 lire 5 per cent. Consols for every 100 lire 5 and 7-years bills,
according to the date when they will become due. Nine-years 5 per cent.
bills can be voluntarily exchanged for the new 5 per cent. Consols issue
at the rate of 107.50 lire; if they are 4.75 per cent. bills the rate of exchange
in 100 against 100. Special rules will be enacted so as to preserve the right
of 7 and 9-years bills to premiums.

The new 5 per cent. Consols will be also offered for public subscription
at the price of 87.50. A banking syndicate consisting of the Bank of Italy,
the State Deposits and Loans Bank, the National Social Insurance Insti-
tute, and several other semi-public financial bodies, saving banks, &c., will
manage the market for the new security. Those public bodies and others
which by law or by their rules are obliged to invest in public State securities
will subscribe to the new 5 per cent. Consols. The proceeds of the sub-
scription will be deposited at the Bank of Italy, and, with other special de-
posits of the above-mentioned bodies, will be utilised in advances to indus-
try with the new security as collateral. The market will, therefore, not suffer
on account of the forced consolidation, as the bearers of Treasury bills will
have the right of obtaining advances on deposit of the new 5 per cent. Con-
sols as collateral. If the necessity should arise for removing, in consequence
of these advances, the 7-billions lire limit to the commercial circulation, the
excess over 7 billions up to 8 billions will not be subject to the extraordin-
ary tax.

In financial circles rumours were current that the consolidation is the
first step, as in Belgium, to currency stabilisation; but this conclusion is
at least premature. Minister Volpi authoritatively stated that consolidation
is a logical sequence to the Pesaro speech of Premier Mussolini, and that it
is a further step in the policy of defence and revaluation of the lira.

The manifesto of business men for international freedom of commerce
did not have an enthusiastic reception in Italy. Perhaps the only public en-
dorsement of the manifesto’s policy was a resolution of the executive com-
mittee of the Italian Liberal party; but, given the present low fortunes of
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the Liberal Opposition, the support is somewhat platonic. In the Press
only the Turin Stampa published a favourable comment. The rest of the
Press was unanimous in publishing very adverse criticism of the manifesto,
describing it as an endeavour of rich countries — very well supplied with
mines and raw materials and possessing old industries — to capture world
trade at the expense of industrially new and poor countries, like Italy, who
are labouring under two great handicaps — the increase of population, to
which foreign outlets are vetoed by restrictions against immigration, and
the lack of iron, coal, oil, cotton, wool, wool-pulp, phosphates, and most
other raw materials of industry. How a European zollverein would preju-
dice the just claims of Italy for the abolition or mitigation of foreign restric-
tions against our emigrants no critics explained. As to raw materials, it is
probable that the signatories of the manifesto, such as Signori Agnelli,
Gualino, Conti, Pirelli, who are perhaps the greatest captains of industry
in Ttaly, would not feel embarrassed at all by the zollverein’s existence in
acquiring the best raw materials at the lowest prices in the best markets.
There are some presumptions that Italian industrialists are meeting suc-
cessfully foreign competition, precisely owing to their ability in purchasing
raw materials at the best moment. In the Lavoro d’Italia, the official daily
paper of the Fascist employees’ corporations, a Fascist M.P., Signor Lan-
zillo, published an article in which, while resisting the temptation to in-
quire into the selfish motives of the British manifesto, recognised that
the idea of a European zollverein was bound to be discussed more and
more attentively, owing to the impotence of the present small and divided
industrial countries in Europe against the growing competition of the gi-
gantic unified American industrial complex. The probable outcome of
the lively discussion, or, more exactly, criticism, of the manifesto will be
that the Italian delegation at the next Economic Conference of Geneva will
declare their willingness to adhere to an enlarged freedom of trade, and
will quote in support of their attitude the numerous treaties of commerce
concluded by the present Government, all of them with the most-fa-
voured-nation clause; but will insist in connecting the problem of the low-
ering of Customs with the discussion of other restrictive measures and
mainly of restriction of emigration.

The most sensitive market in October was the securities market. If I
reproduced and brought up to date the table I gave in the issue of October
2" new spectacular collapses in prices would be apparent. For instance,
Fiat shares, which closed in August at 534 and had dropped by September
28" t0 378, were at one time as low as 290. Afterwards they rallied to 346.
Snia Viscosa shares, from an August closing price of 276, fell to 189 on
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September 28™ and in October reached bottom at 110, from which level it
has since substantially recovered. I have only quoted two securities of large
companies well known in Great Britain, but the tale of collapse is general.
Several failures of Bourse brokers were reported after the end of Septem-
ber, and the settlement was very difficult. In the last ten days of October
Stock Exchange seas were less stormy, and hopes are entertained that the
public and operators will get tired of throwing out of the windows good
securities at prices, on the average, less than half of those ruling at the be-
ginning of 1925.

144.
ITALY

NEwW LOAN — PASSING OF THE TREASURY CRISIS —
ExCHANGES, PRICES AND WAGES

From our Correspondent

Turin, November 27

No new features have developed since my last letter in the stock ex-
change markets. The number of securities which change hands daily is
small; as can be seen from the interesting figures which are for the first
time summarised by the Treasury, foreign exchanges hover between rela-
tively small limits, excepting the French franc, whose fluctuations are more
pronounced. Public attention is focussed on the new 5 per cent. national
loan issue. Although the price of the old 5 per cent. is only about 84 to
84.50 lire, which, with a coupon of 2.50 lire due a month hence, means
about 82.50 net, the new issue is a success. At the date of writing subscrip-
tions total 1,000 millions lire. Undoubtedly subscribers are moved by a pa-
triotic sense of duty. They feel that the Treasury must be put in a strong
position, so as to be able to pursue a definite policy of defence of the lira.
It appears from the Treasury account of October 31% that during the
month of October 725 million lire of Treasury short bills had to be repaid
on falling due. The cash in the exchequer went down to 62 millions lire,

144, December 11, 1926, p. 1011. The article, unsigned, was published in the section: “Overseas
Cotrrespondence”. Is attribution to Luigi Einaudi is probable according to Graham Hutton. It is
also dated Turin.
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and the Treasury current account at the Bank of Italy, which at the end of
February was 2,669.7 millions, and was still 1,970.4 millions at June 30t
was reduced to 632.1 at September 30®, and had been turned at October
31% into an overdraft of 129.7 million lire. At present the crisis, thanks to
the consolidation of the Treasury bills, is over. Effective revenue in the first
four months of the fiscal year, from July to October, was 6,287.4 against
5,984.1 expenditure, with an excess revenue of 303.2 million lire. As the
only cloud in the Treasury sky were the bills becoming due, the way is
open, with good revenue coming in and the proceeds of the loan, to the
solution of the monetary problem.

Public opinion is somewhat incensed by what seems to be unjustifiable
resistance by the retail trade to the reduction of prices. At a meeting of the
High Council of National Economy proposals were made for accelerating
the process of adaptation of prices to the improvement in the gold price of
the lira. It cannot be said, however, that wholesale and retail prices have
been insensible to the improvement in the foreign exchanges. The follow-
ing table was construed from the figures published in the new Monthly
Bulletin of the Central Statistical Board (Bollettino mensile di Statistica
dell'Istituto centrale di Statistica del Regno d'Italia, Numero 1., November,
1926, Libreria dello Stato). Hitherto current official figures had to be
sought in the useful appendices to the monthly Treasury Account. Hence-
forth the Treasury Account will again contain only budgetary, public
debts, and bank of issue official statements. Economic and financial statis-
tics will be published in the new Monthly Bulletin of the Central Statistical
Board, which is put under the energetic direction of Professor Corrado
Gini. The first number is a rich mine of data, from which it would be pos-
sible to quote at length. As to the problem of the relations between foreign
exchanges and internal prices, the figures in the Bulletin are as follows:

Gold Price of the Wholesale Prices Retail Prices Milan Wages (basis

Lira (basis 1913 = 100) (basis 1% half 1914 = 100) 1913 = 100)

January ..., 4779 658-6 665
February ........cccoeevvinn.. 479-0 654-7 661 552
Marchypas S b e LIS 4800 640-3 647
ApTill . s )t T 5 4796 6364 642
N ay I s 500-3 642-9 652 567
Junelrab b 06k S omai 4. el 5277 6541 650
July S EStins 8 e e 5757 6767 649
August ....coovieiiiiiiienn 589-2 691-3 652 584
September ..........ccocvvneee. 528-1 682-8 647
October ......cccovevvvcvvinne... 4709 654-6 672 =
November 8 ...........c.o..... 4589 6381 - =

? 15 et Mt o 468-3 645-2 — =
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The conclusion is that the gold price of the lira fluctuated very much
more than prices. Against an increase of 111.3 points between January
and August in the gold price (.., dollar or sterling price) of the lira, whole-
sale prices increased only 32.4 points, and retail prices even fell 13 points.
When foreign exchanges improved and the gold price of the lira diminished
130.9 points, from the end of August to November 15", wholesale prices
diminished only 46.1 points, and retail prices even increased (up to the
end of October) by 20 points. It cannot be said that fluctuations of foreign
exchanges do not reflect themselves on internal prices; but their influence is
slow, and sometimes is not wholly spent when a new movement begins in the
inverse direction. Probably wholesale prices would have gone up after Au-
gust, if the direction of foreign exchanges had not been inverted. One must
add that wholesale prices would make a better showing, from the consumers’
point of view, if it were not for the British coal strike and its repercussions on
prices of metals and on freights. The only group which marks an increase
between January and the second week of November is the mineral and me-
tals group from 625.0 to 767.3. Therefore, when the consequences of the
coal strike are over, the general price index will go down. Wages are conti-
nually increasing, but are as yet lagging behind in comparison with the cost
of living. There is, therefore, a just ground for the contention of the workers’
corporations that wages must not be reduced, and that, although rising, they
are not in equilibrium with the increase of prices. Prices will have to move a
long way downward before wages can be touched.

145.

ITALY

Stock EXCHANGE SITUATION — UNEMPLOYMENT — FOREIGN TRADE —
NEw ISSUES AND SAVINGS — BANK BALANGE-SHEETS

From our Correspondent

Turin, December 31, 1926

The attention of financial circles is again almost exclusively focussed on
the Stock Exchange situation. Closing settlement prices of representative
variable dividend securities were as follows:

145. January 8, 1927, pp. 68-69. The article, unsigned, was published in the section: “Overseas
Correspondence”. Tts attribution to Luigi Einaudi is probable according to Graham Hutton. It is
also dated Turin.
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Par Value February, December, Last Div.

1925 1926

Bank of Italy .........ccooverviviirerinnnnne, 600 1,964 1,820 60
Banca Commerciale .... 500 1,600 930 65
Credito Italiano ...................... 500 1,008 604 50
General Italian Navigation Compan 500 835 504 50
S.N.ILA. Viscosa (artificial silk) ....... 200 455 128 25
Montecatini (artificial manure and

chemicals) ........ocoooovvemreireernne, 100 296 178 18
Fiat (motor-car) ....... 200 555 310 30
Edison (electricity) ............. 300 880 490 42
Ligure Lombarda (sugar) ................ 200 799 430 24
Beni Stabili (real estate, Rome) ....... 200 1,183 550 30

Since the last settlement day (December 24%) the market has gone
from bad to worse. Bank of Italy touched bottom at 1,700, Banca Com-
merciale touched the 900 lire mark, Fiat went down to 275, and so on.
From time to time short-lived recoveries take place, but they were almost
always checked by a deluge of selling orders. At the present level of prices
there is on the market quite a number of good first-rate securities — big
banks, electricity, motor-car, land and house property — whose yields range
from 6 to 10 per cent. and more. There is much speculation abroad as to
the causes and probable outcome of the downward tendency. Some people
point to the high rates of interest, from 8 to 9 per cent., which have to be
paid for carrying over speculative accounts in the bourses. Clearly people
get tired of paying such rates, with the results of throwing good money
after bad. But in its turn, why are such interest rates current ? The revalua-
tion or stabilisation theory, which is the most obvious reply, is a general
theory, whose meaning is different from country to country, and from time
to time. That in Italy, as in France, there is a revaluation crisis seems cer-
tain; but the features of it are not the same as, for instance in Germany or
Great Britain. Huge figures of unemployment are, for instance, lacking.
The average monthly number of insured workers receiving unemployment
pay was only 34,413 in October, as compared with 24,221 in January,
1926. Of course, these figures refer only to the unemployed who are en-
titled to receive grants from the National Institute for Social Insurance,
and, therefore, the total actual number of unemployed is higher. Statistics
of this institute gives the total number at 79,678 as a minimum for July, and
156,139 as a maximum for January, 1926, with 148,821 for November. It
does not seem probable that unemployment, although higher than in 1925,
is going to be in Italy a great social problem as in other industrial countries.
We are a predominantly agricultural country; many industries are located
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in agricultural regions; workmen or their relatives have connections with
land, and derive aid from land-owning or land-tilling. Moreover, notwith-
standing the rapid increase of population, there is a dearth of man-power
in agriculture, so that land may act as a safety-valve against excessive un-
employment distress in the cities.

The external trade figures do not as yet bear traces of that reduction in
exports which had been prophesied as a consequence of the revaluation of
the lira, and the disappearance of the premium on export:

January to October
(Millions of Lire)

1925 1926 Increase

Imports™its:. S IR, 21,7069 21,8339 + 1270
IEXpOLtsil e - St eit:. . 14,791-3 15,0419 + 2506
Excess of impofts ..........ccoucceiae 6,915-6 6,792-0 - 1236

An interesting symptom of the dearth of money is the decrease in the
new appeals to the market made by joint stock companies:

(Millions of Lire)

Number of Joint Stock ,_ .. Capital of the Joint Stock , S
('J.!!IIF_'.ilII.l_:S Existing at the lll-:’\rle\\:;t‘ms ;F“u‘;rlir‘lﬁc companies at [h.lz' Beginning ul’r;;:fcn-Ll-‘.l.",'_lllr;ijfL
Bepinning of the Year of the Year S |
1913 2,951 - 5,506 -
1918 3,463 512 7,257-4 1,751-4
1922 . 6,075 2,612 20,248-8 12,991-4
1923 . 6,734 659 21,2933 1,044-5
1924 .. 7,782 948 23,4213 2,128-0
1925 8,946 1,164 28,260-7 4,739-4
1926-Jan. 1 ...... 10,515 1,569 36,2778 8,017-1
Deci-EFEs; 11,816 1,301 39,7742 3,496-4

The interesting feature of the table, after the great increase in the post-
war period, when the lira was devaluating (from 1918 to 1922), is that in
the years from 1922 to 1925 the absolute rate of increase was in each year
almost exactly double that in the preceding year. In 1925 there was a fren-
zy of new issues — 8 billions against 4.7 in 1924. In 1926 the process is re-
versed; in the first eleven months of 1926 the increase of capital is only
3,496.4 millions against 8,017.1 millions in the whole of 1925. The de-
crease is due partly to the Treasury restrictions, as now each new issue
has to be sanctioned by the Treasury, but is also the consequence of the
difficulty of finding a market for the new securities. Banks, holding com-
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panies, capitalists, and operators were kept busy during the last nine
months of 1925, and the whole of 1926 in writing down valuations of se-
curities, according to the declining levels of stock exchange quotations, and
it is probable that new savings of the middle and upper classes were ab-
sorbed by such writing down. Figures for banking deposits, therefore,
do not bear evidence of increases comparable to these recorded up to
the end of 1924 (in millions of lire):

(In Millions of Lire)

Postal Saving  Ordinary  Six Big Commercial Popular  Regional

Banks Saving Banks Banks Banks Banks

End of 1913 ......... 2,108-3 2,727-2 584-8 144-5 5255

i IO 3,481-0 - 1,385-7 317-6 1,146-5

R I & & & 9,911-6 12,2206 3,329-0 930-5 39118

% IAL925 mahin 10,6176 12,7909 3,2290 939-4 3,907-0

Sept., 1926 ............. 10,721-2 13,069-2 3,280-7 998-1 3,930-3

Ocl:, m T e 10,666-5 - 3,233-2 9544 3,904-7
Nov., 7 .o 10,5775 = =

From the slowness of the increase in the savings figures in 1925 and
1926 we must not draw the conclusion that Italians do not save. In addi-
tion to the big sum devoted, as mentioned above to writing down valua-
tions of securities (Bachi’s general index of variable dividend securities
went down from 163.4 at December, 1924, to 111.3 at November,
1926), big sums were invested in buildings (town and country) and in
agricultural improvements. Landowners and farmers all over Italy are in-
vesting their savings in agricultural machinery, reconstructing old-fash-
ioned farm buildings, irrigation, reclaiming of waste lands, &c. There
is, also, much more caution displayed than in the last months of 1924
and the first of 1925. In those times big banking overdrafts were usual,
and banks encouraged their customers to avail themselves liberally of
the facilities afforded by them to industry and commerce, but after
March, 1925, the general policy of the banks became quite different;
month after month banks were insisting on the reduction of overdrafts.
The banks’ situation is, therefore, more liquid. From a study of the bal-
ance-sheets of 50 banks it appears that the cash at hand increased be-
tween December 31, 1924, and October 31, 1926, from 1,679 to 2,207
millions lire. The proportion of the capital to total liabilities was also
stronger; 2,441 against 29,666 millions at December 31, 1924, and
3,540 against 34,074 millions at October 31, 1926. Another index of
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the increased liquidity of the banks is the big increase of the banks of is-
sue deposits. Whereas, as seen above, the ordinary bank deposits in-
creased very slowly, the deposits of the banks of issue increased from
1,191.2 millions at the end of 1924, and 1,001.3 at the end of 1925,
to 2,034.0 millions at November 30, 1926. As the Bank of Italy is the
banks’ bank, it appears that commercial banks are aiming at keeping
their positions more liquid and stronger. Italy is indeed passing through
a difficult adaptation to a new level of prices; and, as usual some suffer-
ing is the inevitable accompaniment of the revaluation of the lira. But the
final outcome of the process seems to be the elimination of the unfit,
more liquidity in the banks, lower, and, thererore, saner valuations in
the balance-sheets; more prudent ideas of future profits, and a conse-
quent check on expenditure. Perhaps prudence will continue to give
counsels of restraint in the coming months, but prudence and restraint
were always in difficult times the best roads towards recovery and future
prosperity.

146.

ITALY

Stock MARKET REVIVAL — WHOLESALE PriCES — Hours oF LABOUR —
LoaN ResuLT — BUDGET SURPLUS

From our Correspondent

Turin, January 29

A sharp recovery in the stock market has taken place since my last let-
ter. Its extent can best be gauged by the new index number of 35 repre-
sentative securities published by the Milan Chamber of Commerce (basis,
December, 1925=100):

146. February 5, 1927, p. 276. The article, unsigned, was published in the section: “Overseas
Correspondence”. Its attribution to Luigi Einaudi is certain because the original manuscript, en-
titled “Ttaly. Revival in the stock-exchanges. Decreasing wholesale prices. Reduction of days
worked in the cotton industry. Abolition of the ninth hour. Success of the loan and budget sur-
pluses”, dated “January 29, 1927, is kept in the Einaudi archives.
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ITALY UNDER FASCISM, 1925-1935

July 31, Dec. 24, Dec. 31, Jan.7, Jan.15, Jan. 22,
1926 1926 1926 1927 1927 1927

Banks)(3) b dertr e ot et 1055 72.0 735 742 81-2 85-2
Navigation & Transport (3) 98-3 734 74-0 75-0 73-9 77-2
et s N (7 e 694 34.3 335 349 384 45-9
Minerals, iron and steel, and

engineering (6) ................ %1 60-8 62-2 629 665 720
Electrical (7) ..ccoooovvveeirennenn. 92-8 69-0 705 722 745 77-1
Real estate & agricultural (5) 100 593 60-3 65-4 643 70-0
Food and miscellaneous (4) . 101.3 694 666 68-8 69-4 733

Total (35) ..ocoovevevevvrranane 92-2 61.8 62-6 64-1 66-8 714

Tumover ........ccccccccovevene - 3.59 429 3.77 7-27 5-74

The recovery was the most marked in the textile group. The rise has con-
tinued during the present week, and will leave trace on the index number
when published. The turnover figure is also increasing in consequence of
the lively interest taken by the speculative public. Rumours were current
of a plan for the stabilisation of the lira at about 125.66 lire to £ sterling,
but these were silenced by a trenchant communiqué in the Popolo d’Italia,
which characterised them as “imbecilli”. A more concrete justification for
the rise in the textile group was the agreement between the Courtauld group,
the Vereinigte Glanzstoff, and the Snia-Viscosa for the regulation of the ar-
tificial silk market. Prices of the Snia-Viscosa shares, which had sunk to
120.67 lire at December 31, 1926, jumped up to-day to the 220 level. The
rise of the Snia was the spark from which all the market took suddenly fire.

The problem of the lira remains the crux of the industrial and general
economic situation. Deputation after deputation is said to be waiting on
the Premier and the Finance Minister, but the uniform reply is that the
Government remains bent on its revaluation policy, which is beginning
to have a marked effect on wholesale prices. The index number of the Mi-
lan Chamber of Commerce (basis 1913=100) has moved as follows:

Aug. 31, Sept. 30, Oct. 31, Nov. 30, Dec.31, Jan.22,
1926 1926 1926 1926 1926 1927

Vegetable foods .................... 755-2 7272 688-2 6889 690-7 6815
Animals .............. e 6590 664-8 649-4 6147 5953 5717
Textiles ....... e 1327 7014 608-1 5724 544-0 553-2
Chemicals ................. ... 6293 621-8 5897 566-8 557-0 549-8
Minerals and metals ..... ... 7086 7086 720-0 7443 667-9 609-6
Building and wood .............. 685-3 684-9 6831 684-4 677-4 661-3
Vegetables, miscellaneous .... 6462 6513 639-4 6322 6243 610-1
Industrial, miscellaneous ...... 6754 681-2 661-3 634-3 6273 6274
General index number ........ 691-3 682-8 654-6 6414 6186 602-4

— 396 —



FEBRUARY, 1927

The effect of the decrease was felt most by the textile industry, where
the crisis is being met by a general reduction in working days to five and
four per week. An interesting inquiry conducted by the Cotton Association
elicited the fact that the percentage of losses on home sales of yarns was
0.15 per cent. in 1924, 0.17 in 1925, and 0.58 in 1926; on foreign market
sales respectively 0.62, 0.74, and 0.83. The losses on home sales of cloth
were 0.60 per cent. in 1924, 0.49 in 1925, and 0.70 in 1926; on foreign
market sales respectively 0.87, 0.69, 0.99 per cent. The percentage of losses
never reached 1 per cent., and can be met by common foresight on the part
of the manufacturers. Their real concern is the unforeseen variations of
prices.

The increase, however slight, in unemployment and the reduction in
the number of hours and days worked in some industries had rendered ob-
solete the decree of June 30, 1926, by which manufacturers, traders, and
agriculturists had been authorised to increase from eight to nine the hours
of daily work of their employees. The decree was a part of the programme
for the increase of production and revaluation of the lira, and much fuss
was made about it in international labour circles. But it was never put into
practice, and a decree of January, 11, 1927, forbids employers to take ad-
vantage of it unless duly recognised associations of employers and em-
ployed are in agreement as to the prolongation of the hours of work,
and the regulations concerning it; and unless the agreement has been ap-
proved by the Inspector of Labour or the Minister for National Economy.
The supplementary hours of work must be paid for at the special rate pro-
vided for by the decree of March 15, 1923.

At the date of writing the subscription lists of the new 5 per cent. con-
sols are not yet closed; but presumably the yield will be about 3 billion lire.
The Treasury received, on account of the loan, in November 276.5 million
lire, and in December 672.0 million lire, a total of 948.5 million lire. Var-
ious instalments are due in the course of 1927. The current account of the
Treasury at the Bank of Italy, which was reduced from 2.669 millions at the
end of February, 1926, to 1,321.0 in July, 1,220.0 in August, and, owing to
reimbursements of Treasury bills, was running dangerously low at 632.1 at
the end of September, and was converted into an overdraft of 129.7 at the
end of October, and of 697.7 millions at the end of November, is now,
thanks to the yield of the loan and good tax revenue, in credit. At Decem-
ber 31, 1926, there was a balance of 95.6 million lire If public expenditure
is rigidly controlled, there is no risk that the critical situation of October
and November will again occur, after the consolidation of the Treasury
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