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DIRECTOR'S PREI' ACB 

THIS volume is the seventh published by the In
stitute of Economics in the series of studies dealing 
with problems of international economic reconstruc
tion. It is devoted to a general diagnosis of the 
economic condition of the Italian nation. Natural 
resources, population problems, banking and cur
rency, public finance and foreign exchanges, agricul
tural and industrial production, international trade 
and financial relations are examined in their histor
ical perspective, and not only separately but also 
in their inter-relations. Emphasis is placed upon 
the international economic position of the country 
for thE\. reason that the economic welfare of Italy is 
in a peculiarly vital way dependent upon interna
tional commercial and financial relations with other 
countries. 

In the large, the book is an analysis of the prob
lems which confront a rapidly increasing population, 
inhabiting a restricted and poorly endowed national 
territory and trying to develop and maintain a 
smoothly functioning economic system and to pro
cure thereby the means of existence. Stating its 
purpose in another way, the study sketches the 
economic history of Italy from the unification of the 
kingdom in 1861 to the present time. But the 
study is more than economic history because it also 
looks forward, (I) to answer the question whether-

vii 
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Italy can in the near future achieve financial and 
economic stability; (2) to reveal the basic economic 
factors which in a longer future will prove of con
trolling importance; and (3) to outline the na
tional policies which Italy's fundamental economic 
requirements would seem to dictate. 

The war debts of the Italian government to 
Great Britain and the United States are in a sense 
but one phase of a much larger problem. These 
obligations are, however, of exceptional importance 
because they have arisen as a result of the unpro
ductive operations of war, rather than from con
structive economic developments, and because, too, 
they constitute an additional burden to be borne 
by an economic mechanism already suffering from 
severe strain. 

The data on which the conclusions of the volume 
rest have been drawn from published and unpub
lished official sources and from special investiga
tions that have been made by Italian statisticians 
and economists. While no comprehensive study, 
devoted to the Italian situation in its inter-related 
aspects, has been published, there is an abundance 
of Italian literature dealing with practically all of 
the special problems concerned with the economic 
and social life of the nation. This has been of the 
greatest service, as the footnotes and the volumin
ous appendices will indicate. 

A word should perhaps be said as to the degree 
of trustworthiness of Italian statistical data. Our 
exhaustive examination of European statistics has 
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left us with the conclusion that Italian data are as 
dependable as those of other countries, although in 
some cases more meagre and belated than is desir
able. It is possible to check to some extent the 
reliability of published data by methods known to 
economic and statistical analysis, and we have found 
no reason to doubt the accuracy of the Italian gov
ernment's figures. 

As it is no part of the purpose of the Institute 
of Economics to undertake the appraisal of com
prehensive national programs in all their aspects, 
the reader in search of a systematic general analysis 
of Fascist political, social, and economic theory or 
its manifestations in legislative and administrative 
actions will have to look elsewhere. But it could 
not fail to be the case that so many-sided and en
terprising a regime as the one which is now enter
ing on its fifth year in Italy should be frequently 
referred to in these pages-when, for example, ac
count is taken of fiscal, agricultural, and other great 
groups of problems affecting Italy's international 
economic position. It may be true that Italy's eco
nomic position in the fu"ture will prove to have been 
decisively affected by the whole political, social, and 
economic theory underlying the Fascist program. 
But such considerations necessarily lie outside the 
purview of what is essentially an economic inquiry. 

Institute of Economics, 
October, 1926. 

HAROLD G. MOULTON, 

Director. 
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C1IAPTER I 

ITALY'S BASIC RESOURCES 

THE purpose of this study is to determine what 
factors affect the wealth-producing and the foreign
debt-paying capacity of the Italian people. Accord
ingly, before we enter upon a discussion of Italy's 
international income, her fiscal situation, the state of 
agriculture and industry, and the condition of bank
ing and currency, it is desirable to describe the 
general economic resources of the nation. In tlWf 
preliminary chapter, therefore, we present the 
salient facts as to Italy's natural resources, her 
population and government, and her colonial pos
sessions. l 

"The material in this chapter is drawn from standard official 
and unoffiCial sources; all data not otherwise eredlted have been 
taken from the Annuano Statistu:o ltalumo, Rome, .he latest issue 
bemg that for 1921 wluch has a supplement WIth prehminary 
figures for 1922-1924; ItalUJ Economica of Professor Haehi (Tunn, 
latest issue used bemg that for 1921, publlShed 1922); Pro8pettive 
Economtche, of Profl'ssor Mortara (sixth annual issue, Cltta di 
Castello, 1926); the Bollettano d, NotlZUJ Economache, monthly 
(now in Ita twelfth year), publ1Shed by the AssociabOD of Italian 

1 



i ITALY'S ECONOMIC POSITION 

I. GEOGRA.PB:Y, PHYSIOAL AND ECONOMIO 

The area of the kingdom of Italy, including not 
only the island possessions, but also the provinces 
acquired by virtue of the Treaties of 1919, 1920, and 
1924,2 enclosed by a coastline of about 2,400 miles, 
amounts to 119,688 square miles (30,998,400 hec
tares). A substantial portion of this area is dis
tinctly mountainous, while another large aggregate 
area 3 is at present incapable of exploitation to any 
significant degree, and will remain so until vast sums 
have been spent in one or another form of reclama
tion. 

From the vertebral column of the peninsula flow 
into the waters of the Adriatic and Mediterranean a 
number of rivers, mostly small, rapid streams, which 
for centuries have turned the mills of Italy, and 
many of which to-day are being harnessed, slowly 
but systematically, by networks of hydro-electrical 
installations. Among the rivers on the mainland 
only the Po is important as an inland waterway; 
and yet the great river has never "been easy either 
Corporations and the General Confederation of Italian Industries, 
at Rome. The last-named organIZatIon also maugurated WIth 
1925 a PICcolo Annuano StatistlCO (wIth an EnglIsh version under 
the name Statishcal Ab8tract o/lta1V, 1925). 

"The Treaty of Rome, January 27,1924, between Italy and the 
Serb-Croat-Slovene State. The area of the Italian colomes 18 not 
included in this figure (about 627,000 equare miles). 

• Perhaps 30 or 31 per cent, of whIch as much as 2 per cent may 
become productive after moderate outlays on Improvement. 
About 4 per cent of the total area of Italy consists of marshes 
and lagoons, prmClpally along the Northern Adriatic coast. 
Roughly 18 per cent of the total area 18 covered by forests 
(mcludmg chestnut groves). 
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to navigate or to cross.'" The rivers of Sicily and 
Sardinia are important chiefly as future sources of 
power. 

Italy was one of the first countries to realize the 
relation between forestation and climate, but, like 
the others, she did not begin until recent years to 
put into effect on any important scale a sound policy 
of forest conservation. II Her mountains are bare and 

• Fleure, H. J., "CIties of the Po Basin," Geo(Jf'ophical Review, 
July, 1924, XIV, 345ft. Professor Fleure remarks of the Po and 
Its trIbutary temtory: "It has been a dIvider rather than a unifier. 
The region of the Po Basin has not at any tune, for long, been 
a human unit nor the baSls of any durable organIzatIOn. To 
reallie this and the great mountain walls, lme behmd lme, be
tween the baem and peninsular Italy is to appreCIate physical 
reasons which, added to traditional ones, help to explam the 
tardiness of development of linguistic nationalism in Italy, as 
compared WIth what. happened III the ParIs Basm, or on the 
English plain. It is as true humanly as it IS phySIcally that the 
BaSIn is not fully MedIterranean." 

• Zon and Sparhawk, Forest ReBourOB' 0/ the World, New York, 
1923, Vol. I, p.214ft. "The mountam forests occupy an area of 
about 6,425,000 acres, or 57 per cent. of the entire forest. area; 
the hill forests 4,074,000 acres, or 36 per cent, and the forests 
of the plains 749,000 acres, or only 7 per cent. The most forested 
are the provmces of LigurIa and Tuscany (above 35 per cent) 
and the least forested, Apulia and the islands of SIcily and 
Sardinia (less than 5 per cent) .••• The forest area of Italy has 
undergone a cODSlderable decrease withm the last forty years. •.• 
Italy ••• must be classified among the countrIes which have a 
very small area of state owned forests. Small pnvate ownership 
predominates. • . • The evll consequences of extensive cutting 
and gralmg in the forests, especially in the mountain reglons, 
attracted the attention of the Italian governments even before 
the unification of the Itahan kingdom. It was only in 1877, how
ever, that a law was passed which limited the rights of private 
owners In the free use of the forests. A law was enacted in 
1910 which made obligatory upon commUlllties and private owners 
the reforestation of denuded areas in the mountams. . . • The 
disastrous effects of deforestation of the mountams in ltaly_ 
country of mountains-&re particularly stoking. As a result of 
the deforestation of the mountain slopes, large areas in the Aipa. 
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bleak, except where the industrious producer of wine 
and olives has carried his reconquest of soil far up 
the sheer slope of the Apennines. The climate, 
therefore, exhibits substantial and sudden changes, 
with a wide range of aggregate figures of precipita
tion.8 Much of inland Sicily, for example, is posi
tively barren mainly because of its utter lack of rain
fall. On the other hand, the Italian littoral of the 
southern Adriatic has a heavy rainfall. The climate 
of the northern sub-Alpine valleys resembles some
what that of the New England and N ew York val
leys; that of the northern and central urban centers 
has a temperature range roughly comparable with 
that of South Carolina, except that the plains south 
of the Po, and facing North, often experience severe 
winters, and Venetia has a prolonged, relatively dry 
and cold winter. The average summer temperature 
at Milan is not far from that of Naples; the average 
winter temperature of Turin only a short distance 
away, is lower than that of Copenhagen. The ex
treme South and Sicily show temperature figures 
well above those of Southern Florida and Texas. On 
the whole, the climate of the peninsula, which ex-

Apennines, Abruzzi Mountains, and also in the mountains of 
SICIly and Sarduua not only become unproductive, but constitute 
an actual menace to the agricultural land m the valleys. Small 
streams swelled by ram and the thawing of snow mto turbulent 
torrents and no longer retained by forest vegetation, rush down 
with tremendous force and c(wer agricultural land With sand and 
stones, caUSIng the owners enormous and often Irreparable 1088" 

·Pluhppson, DaJI Mlttelmeergeboet, 4th ed, LeiPZig, 1922; 
Newbegm, MedtteJTanean Lands, London, 1924; Kendrew, The 
Cllmate 0/ the Continenta, London, 1922. 
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tends from about 38 to 46 N. Latitude, is favorable 
to white habitation. 

The soil of Italy yields a comparatively wide 
variety of agricultural products. The country 
neither has to depend upon, nor does it practise, 
"one-crop farming." Nearly half the area of the 
kingdom is under cultivation, and a wide variety of 
production characterizes the peninsula as a whole.T 

Compared with Italy's agricultural production, 
her mineral resources, so far as they have been ascer
tained, are relatively much less diversified and ex
tensive. Iron, the most essential mineral in modem 
times, exists in scattered deposits of mediocre 
quality.8 Sulphur exists in large deposits, nitrates 
in less striking quantity, and both are of commercial 
importance to the kingdom. Fuels are especially 
scarce; petroleum is not thought to be available 
anywhere in commercial quantities, and the coal 
deposits are nearly all of low-grade lignite. The 
quarries of marble, granite, and other minerals are 
still extensive, but their commercial importance does 
not bulk so large to-day as it did formerly. 

II. DEMOGRAPKY.AND GOVERNMEN'r 

Not far from fifty millions of persons of Italian 
birth or of Italian parentage on both sides live in 

• See, for details, Chapter V. 
• n 18 estimated that 90 millIon tons of iron ore exist in Italy; 

wlule the defiIlltely known deposits aggregate about 40 uullion 
tons. Operatlons are chlefly confined to the island of Elba; the 
SardJIUan and Aosta deposlts are seldom in active explOItation. 
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Europe and America, and of these, forty milliOIl 
dwell within the confines of the Kingdom itself. OJ 
the other ten millions, a substantial number havE 
surrendered Italian citizenship in return for thai 
of the countries in which they live, or have auto
matically acquired the latter through birth on thE 
soil of those countries; but several millions yet reo 
tain Italian citizenship through failure to acquirE 
any other, and a great many thousand hold theil 
Italian citizenship through the operation of treat) 
provisions.9 

The population on Italian soil (leaving thE 
colonies out of account for the present) has a densit) 
of about 323 to the square mile as compared with 
184 (1921) for France and 345 (1925) for Germany. 
Without the relatively thinly settled stretches ac
quired in 1919, the rate of increase in the density 01 
population over recent years would be quite strik
ing; for the pre-war area of the kingdom, thE 
density was nearly 130 per square kilometer in 1922, 
and is estimated to have risen to 131.2 in 1923 and 
to 132.7 in 1924. If one considers only the area 
likely to be productive throughout any reasonably 
measurable future, the density of population in thE 
entire kingdom comes out at almost 150 per squarE 

• A convention between France and Italy (concluded in 1896 
denounced by the former country at the end of the war, but stIll 
kept prOVIsIonally In effect) recognized the nght of italIans I~ 
TunISIa to retaIn ItalIan natIonalIty regardless of the length oj 
theIr sojourn About 100,000 italIans lIve, more or less as perma· 
nent settlers, In TunlSla. SubstantIally the same 8ltuatlOn eXIstl 
in a half dozen other countnes. 
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kilometer. Unless and until present methods of 
producing means of existence are materially im
proved, any such ratio of inhabitants to units of 
tolerably habitable area would seem relatively quite 
high. 

The excess of births over deaths is 440,000 per 
annum, or roughly eleven per thousand.10 As in 
most other countries, the increase in the popUlation 
is attributable rather to the average lengthening of 
human life than to an absolute increase in the birth
rate, which has tended to decline in recent years. 
The birth- and death-rates in the years 1881-85 were 
38 and 27.3 per thousand respectively, and in the 
years 1921-25, 29 and 17. The conquest of disease 
and the improvement in standards of living are re
sponsible for these striking changes in rates. Ma
laria, probably the greatest single handicap upon 
human life in Italy for two thousand years, carried 
off in 1910 but 2,000 as against 28,000 in 1888; and 
the incalculable inroads upon health and happiness 

II The actual population physically present in the Kingdom ill 
reported by the General Statistical office of the MllllStry of 
National Economy In Its annual NottZie Bommane sui mov,mento 
della popolazione ••• durante 1925, Rome, 1926, as follows: 

Increase per 
Thousand 

December 31, 1921............... 38,789,827 
.. .. 1922............... 39,246,823 11 78 
cc "1923............... 39,702,787 1162 
" ,e 1924....... . .. . .. .. 40,130,724 1078 
II "1925............... 40,547,839 10..39 

The figure of 42 millions reported in the press early in 1926 
referred to the legal populatIOn, that IS, those who in law reside, 
or belong, WIthin the KIngdom, even though actually abroad for 
a longer or shorter time. 
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just short of causing death, which characterized its 
effect in the former period, had become notably 
less.ll On the whole, epidemic diseases are being 
successfully brought under control, while the de
terioration of widespread luxury has not appeared in 
a country the majority of whose people, of necessity, 
follow a simple regime of life. Perhaps the chief 
obstacle to the conquest of those factors which nar
row down the surplus of births over deaths in both 
town and country, and more so in the less accessible 
rural sections, is the indifference with which im
provements in housing have often been regarded.12 

"See "Osler, SIr Wilham, Evolution. 0/ Modern Medicine, New 
Haven, 1921, p. 225. Recent malarIa mortalIty figures show steady 
and encouragIng progress. The number of prOVInces In whIch 
no trace of malarIa eXIsts Increased from 5 In 1887 to 31 In 1922-23. 
See Report of League of NatIOns Sanitary COmm18mQ11" Sub
committee on. Malana, Geneva, 1924; and Professor G Mortara, 
La Salute pubbkca m [talla durante e dopa la guerra, Bari, 1925. 

II Dr. Lanfranco Maroi summarIzed In Il problema delle alnta
zion, papolari, MIlan, 1913, the lIDportant studIes preVIously made 
in thIS connectIon. HIS conclUSIon was that unwholesome hOUSIng 
condItions then constItuted the chIef obstacle to the natIOnal 
phYSIcal well-being. It IS Bald that consIderable progress has been 
made in lIDprOVIng hOUSIng condItions I!Ince hIB book was pub
lIshed; but the relatIve paralYSIS of construction actIvItIes durIng 
and after the war long prevented the urban congested and un
BaDltary areas from beIng replaced or reconstructed on the large 
scale necessary. 

The consequence of the relatively hazardous condition of urban 
hOUSIng and surroundIngs was apparent when the war began. The 
privatIOn of the clvlhan populatIOn was less successfully resisted 
than elsewhere. It appears that the actual CIVIlIan deaths from 
1915 to 1919 exceeded what they would have If the pre-war death 
rate had prevaIled by no less than 966,000, or 27 per cent of the 
pre-war population. ThlB is not wholly attributable to mfluenza, 
as Wltness the correspondIng percentages for France (17), Eng
land (07) and Germany (1.1). Professor L Hersch of Geneva 
has made these calculatIons which will shortly be publIshed In 
Metron.. 
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Of the population over 10 years of age, much the 
largest single class-nearly a third of the total-is 
engaged in agriculture, about a fifth in industry, 
and about a. twentieth in commerce and transporta
tion. The agricultural population is distributed 
throughout the peninsula and the islands, dominat
ing many regions almost to the point of exclusion of 
all other occupations. The quarries furnish occupa
tion in a. number of scattered localities; fisheries 
support a slender portion of the population along 
the lengthy seaboard. II Industry is, on the whole, 
rather widely distributed in the north, and at 
Naples. The metropolitan areas of industrial Milan, 
Turin, and Genoa tend to merge into a roughly 
triangular agglomeration of towns serving as the 
industrial, commercial, and financial nerve center 
of ltaly.1f 

The kingdom is divided for administration pur
J:oses into 75 provinces, each under a prefect ap
pointed by the Minister of the Interior, and each in 
turn divided into administrative districts under sub
prefects. There are about 9,200 communes in the 
country. The commune is the basic unit for pur
poses of civil and fiscal administration, the pro-

D On the very unsatisfactory technical and distnbutive organ
Ization of the fishIng industry the production of which could be 
In'eatIy Increased, see Gabe~. "La pesca in ltaha," Economia, 
Tneste, January, 1925. iIi .. 

Ii Plans are being given effect for the improvem~nt ?f fac ties 
of transportation between the three comers of thIS triangle, .and 
between Milan and the Central European and trans-AdriatIo. 
markets. 
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vincial authorities exercising supervision and con
trol,15 Both the commune and province have been 
given their present form and have had judicial and 
other attributes conferred upon them in relatively 
recent years, although the commune, of course, is 
based upon the oldest and most continuous types of 
local self-government existing to-day in Europe.18 

The provinces are grouped in 16 regions,n which 
have no administrative significance, although there 
has 'been a certain amount of agitation for some 
years looking to their erection into definite units 
with quasi-autonomous elective legislative and ad
ministrative machinery.18 

The central government rests upon a Constitution 
which in its main lines is the work of Count Cavour, 
the statesman chiefly responsible for the unification 
of Italy in 1861. In 1849, Charles Albert of Savoy, 

.. By virtue of legislatIOn adopted in the winter of 1925-26, all 
the smaller communes are now governed by offiCials, known as 
podesta, appomted by the central government See Appendix D, 
p. 441. 

.. Carlo Ferrans, L' Ammmistrazione locale in ltalia, 2 vola 
Padua, 1920 ThiS 18 the fundamental study of the law and 
practice of local and provmClal admmlstratIOn in Italy. For 
mlhtary purposes there are ten distncts; for naval, five; and there 
are numerous judICial and fiscal l!ubdiv18ions. 

If Formerly called "compartlmentJ," now "regioni," they mclude 
Piedmont, Liguria, Lombardy, Venetia, Emilia, Tuscany, the 
Marches, Umbria, Rome, Abruzzi, CampaDla, Apuha, Basllicata, 
Calabria, SICily and SardInIa, 

18 The "regIOns" are wholly htStorical in origin, and their estab
lishment as adminIstrative JudICIal and leg18latlve UDlts would 
require extensIve adjustments of regIOnal boundanes so as to 
take due account of "anthropo-geographlc" and "econOIDICO
natural" factors See U MarmellI, "La divisione dell' ltaha in 
regIOni e provIncle." meJltlOned In Geo(JTaphlcal RelJleID, XIV, 
J>._472 
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King of Piedmont and Sardinia, granted legislative 
power to a national bicameral legislature. This 
"Statuto" of 1849 was transformed into the "Con
stituzione" of December, 1862. Formal amendments 
to this instrument have been few. Executive power 
is vested in the King and his Council of Ministers. 
Legislative power vests constitutionally in the King 
and the National Legislature. The members of the 
Senate, between three' and four hundred in number, 
are elected, in the main, by definitely organized 
professional corporations or societies, so as to insure 
vocational representation. The Chamber of Depu
ties, 535 in number, is elected for not longer than 
five years. tO FinanciallegisIation reaches the Senate 
only if, and when, enacted by the Chamber; but be
ginning with 1926, the Chamber is apparently des
tined to play no very important role in the State. 

In October, 1922, the anministration of Italy, 
national and local, passed into the hands of the 
Fascist party. We call it party for the sake of con
venience, but it is well to realize that Fascism trans
cends in a number of respects the ordinary concepts 
of political parties. Originally it was an amalgam 
of the nationalist party of war-time and post-war 

"The reorganization of the National LegWature took place in 
the wmter of 1925-26 fundamentally upon the bas18 of the 
mlllor!ty report prepare'd by Professor Corrado Gmi of the Com
mISSIon (of 18 members) designated to ezamme the problems of 
COl1StitutJonal reform. The report of Professor Gmi 18 ~ussed 
by him in "Sulle nforme legISlative proposte dal!a comlDJ8-
Slone dei wciotto" m the Rilll8ta d, polulC4 economlca, Decem-
ber, 1925 ' 
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activity, with a congeries of movements derive 
from forces of discontent and protest set in motio 
by the war by the conditions which prevailed fror 
1919 through 1921. At the outset, the significanc 
of Fascist theory was that of a pronounced reactio 
against the virtual State Socialism to which the wa 
had opened the door. The paramount issue was dE 
clared to be (1919) "produttivismo versus borghesi 
parassitaria." 20 

When the discord and debility of the traditiom 
parties produced a state t>f exhaustion, not to sa 
stultification, in the·legislative process, in 1921-2~ 
the coalescence of groups of aggrieved peasant! 
workmen, veterans and the Nationalist Party ell 
abled a resolute and vigorous leader to place himsel 
in power .. For a number of months, fractions of th 
Liberal and Popular parties adhered to Fascisn 
even for a time furnishing members of the Cabine' 
A new alignment however began soon to crystalliz4 
with the Fascist Organization on one side and th 
Liberal, Socialist, and Popular parties on the othel 

.. "Production veraus parasitical bourgeoisie" The hterature 4 

and about FaSCism, and Its outstandmg leader, is too extensive 1 
be hsted here. An mte~estmg histoncO-SOClOloglCal study of tl 
ongIn of Fascism was pubhshed by Professor Roberto MIChels 4 

Basel, SOZWll.WlU8 und FCJ8cilfTTlU8 tn ltalien, Munich, 1925. 
containS biblIOgraphical data. SOCial and economic poliCies 4 

FasCism have been treated m a number of studle8-USUaIly ByD 
pathetJc,-fillch as those of L. Gangemi, La politica econom~ 
jinanzwna del govemo FCJ8CUlta nel penodo dei pieni potel 
Bologna, 1924, and A. Capuano, L'Italw nuova, Naples, 1925. 
more slender but more authontatJve volume is the collectIOn 4 

artICles by Professor Fedenco Flora, Pol~tica economica e final 
ziana del FasCUfTTlo, MlIan, 1923. 
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A struggle for political control proceed6d from the 
summer of 1923 through the winter of 1925-26. 
But it gradually became apparent that, for as far 
ahead as the mental eye could discern, there was 
little prospect of dislodging the all-powerful Fascist 
organization. Only its own)nternal dissension or 
the relaxation of the powerful hand at its steering 
wheel could make possible the retum to a place of 
effective political equality of the older political 
groups thrust aside by Fascism. 

During these years of trial, experimentJ and ex
perience, a robust development had taken place in 
the theoretical basis of Fascism. An elaborate 
economico-social program had been translated into 
law, and much of it into practice. To numerous 
aspects of this program, and to the effectuation of 
the administrative and fiscal reforms that have so 
signally marked the Fascist period, we shall have 
occasion to refer at various places in this book. We 
advert here to but one development, namely, the 
changes that have been effected-always with an 
almost cynical observance of the procedural require
ments of legislative sanctions-in the position of the 
head of the cabinet. The President of the Council 
of Ministers, by virtue of laws enacted in the winter 
of 1925-26, has been elevated to an exceptional posi
tion, and the cabinet, according to the concept of 
those who drafted these laws, comprises responsible 
subalterns rather than co-ordinate advisers. The 
head of the Italian cabinet now virtually and law-
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fully enjoys much the same power and prestige as 
the President of the United States, and the cabinets 
of the two countries bear substantially the same 
relation to their respective executives. The fact 
that President Mussolini has deemed it expedient 
to retain in his own hands a half dozen cabinet posts 
serves only to obscure the new cqnstitutional devel
opment, and to emphasize those aspects of the 
Fascist regime which have been classified as "dicta
torial." 

Meanwhile, not unnaturally, the philosophizing 
and rationalizing tendencies of those on whom 
rested the responsibility of harmonizing the Fascist 
regime with the most acceptable principles of eco
nomic, social, and political science, have given a 
breadth and body to the theoretical basis of Fascism 
which has far outgrown its sporadic catchwords of 
1919 and 1920, and the mixture of militant socialist 
ideas and nationalist sentiment that constituted its 
content in those years. But neither the older theo
ries of Fascism nor its new and elaborate program 
has ever had much restraining influence upon, nor 
meaning for, the irresponsible "lunatic fringe" of 
ruffianism, which post-war movements often have 
the misfortune of acquiring. It is a far cry from 
the spedizioni punitive of the physical-force expo
nents to the politico-financial accomplishment of 
Fascism. Eventually, it may work out that the 
Fascist theory of the State and its concomitant prin
ciples will acquire the force of tradition with all that 
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this implies in the life of the majority of the Italian 
people; yet the control of the public authority may 

. then have passed into the hands of elements not 
formally representative of Fascism.21 Speculation 
about the future of Fascism, however, is quite out
side the purpose of this analysis, and even more so, 
indulgence in moralizing over impairments to civil 
and social rights alleged against the Fascist regime. 
Of one thing the writer is convinced, namely, that 
with what governmental theory, machinery, and 
practice Italy was endowed in the three years after 
the war, she must surely have been engulfed in 
economic chaos if no change had come in the years 
then approaching. 

m. COLONIAL POSSESSIONS 

The British and French colonial empires are 
concepts familiar enough to those who think of the 
world position and world problems of Great Britain 
and France. But no picture of an Italian colonial 
empire is readily formed, even after one has ac
quired an acquaintance with the extensive litera
ture on the colonies the kingdom now possesses. 
Until 1925, Italian economists engaged in the eval
uation of their country's international economic po
sition have hardly ever done more than mention the 
existence of the colonies. From almost any broad 

• On the polItical prulosophy of Fascism, see Rocco in Inter
"ahonal C01lCllaah~~ New York, Octoberl 1926. Ryan In the 
Commonweal, New lork, November 17 ana 24, 1926, MIchels m 
Wirtscha/t3dt.fJRst, August 20, 1926. 
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point of view, there seems to be little likelihood 
that Italy's colonies will be anything but liabilities 
for some years to come. 

Despite their aggregate area of between six and 
seven hundred thousand square miles,22 Italy's colo
nies possess no great natural resources yet discov
ered, nor adequate water supplies for European set
tlement, and their climate makes them unattractive 
to Italian emigrants. Only after intense and costly 

IOEstllDates of the area of the Colonies dLffer surprlsmgly, 
partly on account of the unsettled state of some Afncan bound
aries, and partly because of the !Delusion of "spheres of !Dfiuence" 
!D the hst of colOnial possessIOns The followmg figures as to area 
and population are taken from the Statl8t&cal AbBtract mentIOned 
in note 1. 

Area Popula- Area Popula-(thou- Asia (thou-Africa sands or tlOn (spheres of sands of hon 
(colOnies) (thou- (thou-square sands) Jnfiuence) square sands) mdes) miles) 

Llbla ......... 
(Trlpohtanla 

406 1,070 Tlen-tain •••••. .. 10 

and Clfena-
Ica) 

Somalia ••••••. 139 450 .Egean Islands .. 1 104 

Eritrea ....... 46 380 

Oltregiuba •••• 35 75 
(Jubaland) ------

626 1,975 1 114 

In Wiruchafudie7l8t of January 23, 1925, p 142, an ltahan corre
spondent estimates at 180,000 the populatIOn of Oltregluba, 
which was informally turned over to Italy by Great Bntam on 
June 9, 1925, in pursuance of agreements made prIOr to Italy's 
entrance into the war. . 
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labor could any of them become substantially self
supporting, let alone achieve importance as sources 
of foodstuffs, cotton, and other products. They 
were obtained at a heavy outlay of blood and 
treasure, and they have affected the national finan
ces unfavorably for over a generation; but taken as 
a whole they offer no prospect of furnishing, within 
any measurable time, much economic return to the 
kingdom.28 

Italy's colonies are not even all certain of remain
ing Italian. There is a strong party in Italy, favor-

• As far back as 1859, Cavour was thinking about possibilities 
along the coast of Africa j in 1870 a large concession was secured 
at Assab Bay. The colonization movement gamed headway m 
the followm~ dozen years partly because of the French occupa
tion of TUniS, partly because of population pressure. The mo
tives Impellmg the admmistratlons of the last three decades, 
regardless of fohtlcal differences at hOme, to pursue much the 
same polley 0 acqUlrmg colonies, were not Without some super
ficlIIl Justification. The Mediterranean had become a sea whose 
southern coasts were dommated by the Northwestern European 
powers durmg the generation of Italy's struggle for unificatIOn. 
If Italy were to figure as a power of any consequence m the 
region which had for half a millennium been governed from 
Rome, she must secure some strategic footholds. Then there 
were trade and raw material pOSSibilities, even though the great
ness of the colonial empires Cited m the text as examples has a 
more secure baSIS for development of thiS Bort than anythmg 
Italy could have reasonably anticipated from the territory con
ceivably to be acqUired by conquest or purchase (nghts of dll~ 
covery no longer bemg pOSSible). Fmally, there was the notion 
that a reasonably habitable colonial domain would absorb the 
overflow m population, the fate of which was already givmg 
concern to economISts and publicists in the early years of the 
last quarter of the nineteenth century. It is not unfair to say 
that the colonial policy has so far produced neither the political, 
commercial, or demographlo result antiCipated. A good general 
background of pre-war Italian colOnial history and devf'lopment 
IS the Chapter by Umberto Ademolle, m Volume II of Cmqunfl" 
oftna dl doria Itallaoo, Milan, 1911. 



18 ITALY'S ECONOMIC POSITION 

able to the transfer of the ~gean Islands to Greece 
for reasons of policy.24 

The possession of African territory near the cen
ter of the world of Islam is perhaps only elightly 
less secure than the permanence of spheres of influ
ence and mandates in Asia Minor. There has been 
a great deal of unrest and disturblUlce throughout 
the post-war period even in the most secure of the 
colonial possessions-Cirenaica and Tripolitania
the two provinces of Libia, acquired in consequence 
of the war with Turkey in 1911,.and organized upon 
their present basis in 1914. The introduction of a 
parliamentary regime in Tripolitania, by far the 
most settled and promising of all Italy's colonies, 
has been only a modified success. Political condi
tions, as well as economic prospects even in Tripoli
tania, will have to improve notably before any large 
number of Italians can settle in the colonies, even 
though the visit of President Mussolini to Africa in 
April, 1926, went a long way in consolidating his 
country's prestige there. 

The development of ports, especially the newly
acquired harbor of Kisimaio in Oltregiuba (formerly 
Kismayu in Jubaland), the construction of railroads, 
and the completion of reclamation enterprises like 
those in Somalia at Genale or the ambitious plan set· 
on foot by the Duke of the Abruzzi, are the prerequi-

.. These islands are known as the Dodecanuolf, which mean. 
"12 islands"; there are, m fact, 13 Rhodes was occupied by the 
Italians m May, 1912, after being 390 years under Turkish rule. 
Several of the others bear famous names, like Cos and Patmo •. 
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sites to the practical opening-up of both Libia and 
Italian East Africa. The prospect of profitable cot
ton, coffee, and cereal crops has attracted as yet by 
no means enough capital to place any of the colonies 
upon a paying basis economically.25 This is not 
surprising. Industrial and commercial development 
at home and intensification of domestic agricultural 
improvements tend to absorb what margin of sav
ings there is; and the long wait before returns can 
be had from individual plantation enterprises dis
courages those who could perhaps take small accu
mufations with them to the colonies. Those who 
have no means of their own naturally go to coun
tries where living conditions for laborers are less 
trying and the prospect of advancement more cer
tain.as The establishment of the Tripolitan Savings 
Institute (Cassa di Risparlnio di Tripolitania), with 

MIn Wirtscha/tsdiemt, January 23, 1925, p. 142, it is estimated 
that With the judicious investment of 500 milhon hre, the new 
territory of OltreglUba could become a successful cotton-produc
ing area. See also same journal, June 5, 1925, p. 890. The 
economlo value of the colonies is exaggerated by those whose 
imagmations blaze at any fortwtous combination of tropical 
areas, large native populations, and tl'Pd,tional commItments to 
colomal pohCles. The mcrease in Llb,a's gross trade and the 
great natural resources of Somalia impress too favorably a 
\\Tltf'r in the Bankers' MagaZ1ne of New York (December, 1923, 
p 776 II) as well as a number of other commentators whose 
observations on this subject happen to be less well known in the 
Umtpd States. See Onor, La Somalia italiana, TurIn, 1925. 

• -The movement of Itahans back and forth from the colonies 
fluctuates conSIderably; Bnd the net balance of migration is 
difficult to determme. The colonies appear to receive in the 
neighborhood of 20 to 25 thousand per annum. There were bilt 
700 Italians among a mmimum population of 450,000 in Somaha 
in the SPfIng of 1924. See W&rtscha/tsdiemt, January 23, 1925, 
p.I42. 
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the encouragement of the government and some pri
vate support from Italy, has done something in the 
last three years to acquaint the public at home with 
the opportunities for investment in Libia. For a. 
long time, the government is certain to have to bear 
the brunt of reclamation and development work in 
all the colonies. 



CHAPTER II 

ITALY'S INTERNATIONAL INCOME AND OUTGO 
ACCOUNTS 

ITALY'S international economic position is deter
mined by two great factors, the emigration process 
and the borrowing of foreign capital. This has been 
true for 20 years, is true to-day, and bids fair to be 
true for some time to come. The emigration process 
was long the more important factor of the two, but 
in a sense, there has been a close correspondence in 
their operation. The pressure of popUlation accord
ing as the development of better standards of living 
tended to crowd the opportunities at home brought 
about a steadily growing stream of emigration, first 
on the continent of Europe or around its southern 
waters, later across the Atlantic. In due time, the 
result of this process was the creation of a new and 
important element in the international accounts of 
th.e ~untry, namely, the remittances of the savings 
of these persons of Italian birth or descent employed 
abroad. The remittances became a balance to the 
excess of commodity imports, which, in a sense, 
made it possible for the industrialization of the 
country to proceed a little more rapidly than if the 

21 



22 ITALY'S ECONOMIC POSITION 

borrowing of foreign capital had been wholly con
tingent upon the creation of a surplus of exports 
over imports, or at least, the achievement of a bal
ance of the two. 

Since the war, the population problem is as im
portant as ever, but emigration has been greatly 
reduced since the unrestricted national movement 
of peoples has come to an end. But for the fact 
that exceptional circumstances in underpopulated 
France made possible the temporary diversion of 
Italian emigration to that eountry, Italy would 
have been confronted by a very great decline of net 
emigration (that is, the excess of emigrants over 
repatriated Italians) from nearly one-half million, a 
typical figure just before the war. And such as the 
post-war emigration has been, its character, as we 
shall point out in Chapter VII, is radically different 
from what it used to be. 

The second factor is the use of foreign capital. 
This began to operate a full quarter of a century ago 
and its effect became more and more conspicuous in 
the decade before the war. It was pushed to the 
first place as the paramount factor in Italy's eco
nomic life during the great struggle because Italy 
incurred, in those years and just afterwards,' an 
enormous public and private indebtedness abroad. 
Even more, in a sense, than the factor of population 
pressure-as expressed in emigration very largely
the factor of borrowing foreign capital has de
termined the financial, commercial, and industrial 
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situation of the country and consequently has come 
to shape its financial and economic policies generally 
in more and more striking fashion since the war. 
The two factors have become very closely inter
related. 

In order to get at the real nature of these two 
paramount factors of emigration and of borrowing, 
and to measure their effects, we must isolate their 
operation over a series of years as far as possible. 
This analysis amounts to setting up a statement, 
showing 'what Italy owes, and why, and what 
amounts other peoples owe Italy, and why. Such a 
statement goes by various names; the one we deem 
most descriptive is that of "international income and 
outgo accounts." When we reach the most depend
able results our material warrants, we shall have a 
fair indication of the relative importance of all 
traceable factors which affect Italy's international 
economio position, including, of course, the two 
major factors we have emphasized. To this object 
the present chapter is devoted.1 We shall raise a 
number of issues to the separate discussion of which 
the successive chapters will be given over. 

I. THE COMFOSITION OF THE INTERNATIONAL 
ACCOUNTS 

Before we go into the main task of this chapter, 
we shall, to the extent of a few paragraphs, discuss 
the nature of the international income and outgo 

'The detailed data on which this analysis is based will be 
found in Appendix A. 



24 ITALY'S ECONOMIC POSITION 

accounts, to which we have just referred. Across 
the endless and manifold exchange of goods, services, 
gifts, and other values between individuals on this 
planet there often run the lines that mark off one 
political jurisdiction from another. Transactions 
which cross frontiers may, and, of course, nearly 
always do, have quite the same characteristics as 
those which begin and end within the scope of the 
same jurisdiction, laws, and customs. But, in addi
tion, they take on a special characteristic, due to the 
fact that each! of them, no matter how small, repre
sents a contribution towards the making or main
tenance of international standards of value. Each 
transaction throws into theoretical scale-pans an 
additional fraction of weight. To one pan gravitate 
those transactions which involve payments made by 
the given country for goods, services, and the use of 
capital; to the other, payments to be received by the 
given country for goods, services, and capital. The 
one pan, in other words, represents outgo, the other 
income. But a great many elements offset each 
other. Thus.,for example, the importation of goods 
may offset their exportation to a large extent but 
not altogether; the excess of exports, then, is all that 
is left on the scale-pans, as we proceed to get down 
to lowest terms. So with the services people render 
each other internationally, by means of shipping 
facilities, insurance and so forth; nearly always an 
4"reducible element is left in the international scale
pans when all possible cancellations have been made. 
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There are two types of transactions entering into 
consideration when the international accounts are 
studied. One category includes those transactions 
involving exchanges of values completed within a 
relatively short time. Here of course, belong the 
bulk of selling transactions, and Clservice" opera
tions. Here, too, belong gifts for public or private 
purposes, such as remittances to relatives, and chari
table donations. The other category embraces those 
transactions which do not conclude in a relatively 
simple exchange of values, but involve rather the 
operation of credit mechanisms of one sort or an
other. In this group we have to place borrowing 
transactions of all sorts, public and private, for 
whatever purpose they may have been made. 

The two categories just described have certain 
common characteristics, but they are essentially dis
tinct in their significance as indices of, no less than 
in their effect upon, the international economic posi
tion of the country under study. If we take a given 
period of time-a year for example-the two kinds 
of transactions will appear to affect the interna
tional balance of accounts in the same way. They 
seem to exert comparable effects upon the balance 
of accounts. For example, the proceeds Of a large 
borrowing transaction enter the credit column beside 
the proceeds of a gift to a missionary body; the net 
payments sent abroad to cover the expenses of 
travelers automatically affect the debit pan along
side the net payments of interest on indebtedness in· 
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curred in the past. Items are constantly entering 
and leaving the scale-pans. It makes no difference, 
so far as relates to their effect on the pans, how we 
would classify them if we were trying to determine 
the status or obligation of the individual debtors and 
creditors respectively concerned. 

Moreover, so long as we allow to remain in the 
scale-pans all the items in both categories-that is, 
all the credit transactions as well as those current 
in character-we cannot very well get at the real 
significance of the country's position. This is be
cause the credit mechanism operates to maintain a 
theoretically perfect equilibrium at all times. If 
cash is not given for goods or services, some sort of 
credit instrument which represents a claim for future 
payments, is tendered and accepted. Our chief in
terest consists in finding out the extent to which the 
country in question is paying as it goes, or doing 
enough better than paying as it goes to be able to 
build up foreign investments from year to year, or 
perhaps do so much worse than paying as it goes 
that it runs more and more heavily into debt to 
foreigners. It is, therefore, necessary to separate the 
trade and service transactions from the borrowing or 
lending operations. 

For Italy, the primary items entering into the in
ternational accounts include, first of all, the excess of 
imports of commodities over exports, which has 
existed uninterruptedly since the peninsula was uni
fied, and probably since the conquest of Carthage. 
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Specie has also been imported more or less continu
ously in recent timeB, notably in the years just after 
the beginning of this century. The remittances sent 
to their relatives in Italy by Italians working abroad 
have long been an important credit item. The ex
penditures of tourists or others, the means for whose 
main tenance come from abroad, has also been a 
traditional source of international income, and a 
large one. The payment of interest for {he use of 
foreign capital invested in public and private securi
ties, in business operations, or in realty, over and 
above receipts from abroad on corresponding ~ 
counts, has been a debit ite~nce not formidable, 
I-"\t of late years, of tremendous significance. The 
payment for the facilities of commercial exchange, 
commissions, brokerage, and the like, has apparently 
also been regularly a debit item, even though small, 
until, in the last few years, it is evidently tending to 
be cancelled by earnings of the same sort. Income 
from the services of Italian shipping to foreigners 
has grown from modest pre-war dimensions to quite 
substantial figures. Ymally there are minor items
government disbursements, donations, and whatever 
else, that have ordinarily worked out in a small net 
credit, except during abnormal years. 

Do INTEXNAnONAL Accomrrs BEFOU 'nm WAB 

While it would be of interest, perhaps, to revic"N 
the state of Italy's international accounts for a full 
generation before the war, it is hardly possible to go 
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back of 1900 for the important items, with the ex
ception of the import and export figures which are 
available for a number of years. As for the other 
items, it is difficult enough to get data for the first 
decade of this century, to say nothing of earlier 
years. For the sake of simplicity, and perhaps of 
emphasizing the fact that, when all is said and done, 
we are dealing with what are nearly all approximate 
estimates, we shall use five-year averages for the 
years 1901 to 1905 and 1906 to 1910, and the average 
of the four years 1911 to 1914. 

The most important item on the outgo side is the 
continuous excess of imports. For reasons which are 
explained in our resume of the commercial history of 
the country 2 the export deficiency has grown 
steadily. The table which appears below presents 
the five-year averages since 1870. The increasing 
significance of im:ports of cereals, fuel, and other raw 

AVERAGI!l YEARLY DEFICIT IN TBADB AND SPECIE, 1871-1914 

Period MIllIons of Period Mdhon8or 
me lIre 

1871-1875 ....... 159 1896-1900 . ....... 163 
1876-1880 ....... 117 1901-1905 . ....... 385 
1881-1885 ....... 240 1906-1910 . ....... ItJ77 
1886-1890 ....... 437 1911-1914 . ....... 1,064 
1891-1895 ....... 181 

materials essential to industry is the chief reason for 
the widening gaps between imports and exports. 

"See Chapters V, VI, and X; and AppendIces E and G. The 
trade and speCIe figures, year by year, are shown m AppendIX 
A, p 264. 
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Commercial policy, for a variety of reasons, took on 
a strongly protectionist complexion, and stimulated 
industrial expansion. Industries, through the ability 
thus acquired to operate within slender margins of 
cost and slenderer margins of profit, fought their 
way into foreign markets. 

For the purposes of our computation of Italy's in
ternational balance, we have taken 400 million lire 
as the approximate and representative figure for the 
trade and specie deficit in the years 1901 to 1905; 
1,100 millions as the average for 1906-1910; and 
1,200 millions as the average for 1911-1914.8 

Deducting estimates of Italian earnings from esti
mates of Italian payments under the heading of 
interest on public and private securities-profits of 
business, commercial and banking commissions-we 
have another net debit each year, which our caleula
tions lead us to fix at 120 millioqs, 160 millions, and 
175 millions for the three periods respectively.' 

Here, then, are the major groups of outgo items, 
and we submit them below in summary form: 

INTERNATIONAL OUTGo, 1901-1914 

(Yearly averages in millions of lire) 

Interest, Commodities Period and specie profits, and 
comDll8S1Ons 

1901-1905 .......... 400 120 
1900-1910 .......... 1,100 160 
1911-1915 .......... 1,200 175 

Total 

520 
1,260 
1,375 

• See Appendix A, p. 279, for explanation of these figures. 
• See 1>age 282. 
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On the income side, remittances and tourists' ex
penditures have been 0/ major importance. There 
has been a wide-indeed, one might say a widening 
-range of estimates regarding the amount of the 
remittances before the war from Italians employed 
abroad. We incline to take conservative figures in 
this regard, and have adopted round estimates of 
300 millions-as the annual average for 1901-1905, 
and 450 million lire as the average figure in each of 
the two periods thereafter. The transition from, 
say, 1904 and 1905 to 1906 and 1907 was, of course, 
not so sharp as these quinquennial averages indicate. 

Tourists and other travelers have added ma
terially to Italy's international income ever since the 
peninsula became the focus of the Mediterranean 
world many centuries ago; but in modern tim,es the 
item has become of the greatest importance. We 
have adopted 350 million lire, 450 millions, and 425 
millions as the three average figures for the period 
under review. 

The earnings of the merchant marine were modest, 
but, as things went before the war, they were some
thing. The best available figures appear, on the 
average, to be 65 millions for 1901-1905,85 millions 
for 1906-1910, and 115 millions for 1911-1914. 

Finally, a miscellaneous group of earnings and 
donations served to bring up the total income. We 
have concluded that it is safe to set down averages 
for this final "omnibus" category, of 125 millions for 
1901-190~, 150 millions for 1906-1910, and 200 mil-
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lions for the third group of years. II The summary of 
income estimates follows. 

INTERNATIONAL INCOME, 1901-1914 

(Yearly averages, In millions of lire) 

Remit-
tances Expendi- Miscel-Period from tures of Shipping laneous Italians tourists 

abroad 

1901-1905 ..... 300 350 65 125 
1906-1910 .... 450 450 85 150 
1911-1914 ..... 450 425 115 200 

Total 

840 
1,135 
1,190 

Bringing together two sets of estimates, we reach 
the following result. 

NET INTERNATIONAl INCOME, 1901-1914 

(Yearly averages, in millions of lire) 

Period Income Outgo 

1901-1905 .......... 840 520 
1906-1910 .......... 1,135 1,260 
1911-1914 .......... 1,190 1,375 

Net 

+320 
-125 
-185 

Bearing in mind all the time the approximate 
character of these estimates, we may nevertheless 
summarize the conclusion to which they lead us. In 
the first few years of this century, Italy's interna
tional income exceeded her aggregate outgo, on all 
accounts, by several hundred million lire-perhaps 
300 millions. In the middle third of the period 

• For detailed discussion of these figures, see Appendix A, pp. 
284 If. 
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under review, income failed to cover outgo, on the 
average, but the gap was not startling. In the years 
1911-14, the excess of outgo over income became 
greater, perhaps nearly double the figure that had 
obtained for the average years between 1906 and 
1910. 

Put in its relation to what took place in the eco
nomic development of Italy during these years, the 
statement of estimates we have reached does not 
seem at all unreasonable. Italy's population, when 
the century began, was able to pay for its own food 
imports and to cover its foreign outlays for other 
things from its receipts for services rendered to for
eigners in Italy and elsewhere. A slight surplus of 
international income existed, as a rule; and the 
repatriation of publio debt largely held abroad, 
which marked those years, was effected from that 
surplus. 

Then came years of industrial development, neces
sitating the importation of much foreign capital. 
While earnings for services increased, they did not 
keep step with the outgo. Deficits tended to recur; 
not large deficits, but deficits none the less. They 
were covered by borrowing on private account in 
foreign money markets, in a great variety of ways. 
Resort to borrowing became more frequent, and a 
floating indebtedness of not far from a half billion 
lire had been built up on private account when the 
war came. The interest on this accommodation had 
to be added to the interest for the use of from 2.5 
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to 3 billion lire of foreign capital permanently in
vested in Italy and her enterprises. 

III. no: INTElLNATIONAL ACCOtr:N7S: 1915-1919 

It will be apparent that the outbreak of the war 
necessarily affected all the items entering into Italy's 
international accounts. Even if she had not entered 
the struggle, her trade relations, not merely with the 
belligerents, but with the other neutrals, would 
have been profoundly affected. The remittances 
tended to falloff because of the hasty return to Italy 
of several hundred thousand reservists, and because, 
also, of the initial depression in the principal coun
tries of immigration. The visits of tourists in course 
during the summer of 1914 were abruptly termi
nated, and none returned for five years; while the 
number of sojourners was reduced to negligible 
proportions. 

Ten months after the war began, Italy entered in 
the conflict, on May 20, 1915. Immediately, the 
effect waS shown upon her trade and specie balance, 
the import figures rising to prodigious heights be
cause of war prices and because of large quantities of 
war materials brought into the country. Industry 
expanded under a sort of forced draft in order to 
meet military requirements, and this in turn brought 
about an enormous importation of fuel and raw ma
terials. All this, of course, necessitated large credit 
operations. The government borrowed on a large 
scale from Great Britain, and, after the spring of 
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..i.917, from the United States. The banks borrowed, 
and the commercial and industrial establishments of 
Italy borrowed, directly or through intermediaries. 
Italy's great contribution of men to the struggle is in 
no sense whatever belittled by the observation that 
it was made possible by the upbuilding of a gigantic 
system of supplies which ultimately rested upon the 
credit of the government of the United States. 

For a great many reasons it is preferable to treat 
the war period as a unit, endeavoring to arrive at 
average figures, if one prefers to use annual averages, 
but pointing out that the results are necessarily less 
precise than for the period just prior to the war, be
cause of the uncertain basis of money calculations. 
It is only by a process of subtraction of estimates as
certainable for the beginning of the war, from those 
more or less correct at its end, that we are able to get 
estimates covering the period as a whole. 

In the table below appears the excess of imports 

THE TRADE DEFICIT, 1914-1919 

(In mIllions of lIre) 

Year Excesa of Imports 
ApprOXImate gold 

value of excess 
of Imports 

1914 .................. 713 706 
1915 ................... 2,171 1,802 
1916 .................. 5,302 4,162 
1917 .................. 10,681 7,209 
1918 .................. 12,694 8,822 
1919 ................... 10,557 5,490 

Total ............... 42,118 28,191 
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over the exports as officially reported, together with 
the approximate gold value on the basis of an annual 
average of the dollar in paper lire. 

About 38 billion lire would appear to be the best 
estimate of the aggregate disbursement on aocount 
of commodities and specie rather than the reported 
total of 42 billions. The annual average, tl1erefore, 
would be in the neighborhood of 7,600 million lire. 
As nearly as it is possible to compute gold values in 
a period of rapid fluctuations, we reach 5,400 million 
lire as the gold lire equivalent of this sum. The 
items of commissions, profits, dividends, and interest 
on the accumulated pre-war private indebtedness 
work out at an average of roughly 250 million gold 
lire. The total, therefore, of the debit account 
amounts to just short of eight billion lire paper per 
annum, or about 5,650 million lire gold. This, how
ever, does not include provision for the interest on 
foreign borrowings-public and private-following 
the outbreak of the war. In the following statement 
appear tentative estimates of the outgo account.8 

INTERNATIONAL OUTGO, 1915-1919 
(Yearly average) 

Millions of 
goldhre 

Excess of commodity imports .••••. 5,400 
Comml881ons, profits, diVidends, and 

Interest on pre-war private debts. 250 

Total ••••.•.•.••.•••.•...•••.. 5,650 

Millions of 
paperhre 

7~600 

350 

7,950 

• For details on the outgo accounts m these years, see Appendix 
A, pp 287tI. 
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The remittances fell, as we have indicated, but 
they did not disappear altogether and in the last 
year of the war there was a material increase because 
of the high wages paid in certain countries of immi
gration. We have adopted the figure of 900 million 
lire as the annual average of the five-year period, 
1915-1919. On the basis of authoritative Italian in
vestigations, we have accepted figures which gave us 
450 million lire as the annual average income from 
the merchant marine, international railroad services, 
and the like. The expenditures of tourists (includ
ing official visitors) amounted, on the average, to 
not more than 150 million lire. The miscellaneous 
income yielded on the average 300 million lire, the 
sale of currency to foreign speculators being an im
portant element in this total toward the end of the 
period. The statement showing these results in 
round numbers is as follows. 

AVEBAGIII YEARLY INTERNATIONAL INCOME. 1915-1919 

MJlhonsof MIllions of 
gold hre paperhre 

RemIttances from Italians abroad. 600 900 
TourISts' expendItures ............... 300 540 
Shlppmg and related earnings .•.•. 100 150 
MISCellaneous ..................... 200 300 

Total ....•••...•.••..•.•••.••. 1,200 1,890 

When we compare these averages, we see that a 
deficit of not far from 4,450 million lire gold devel
oped each year through this period . . 
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Nm IN'lmNATIONAL OVTOO. 1915-1919 

(Yearly average) • 

MllllOD.80C 
',old lire 

............................ 5,650 
.......................... 1,200 

4,450 

MllbonsoC 
paper bre 

7,950 
1,890 

6,060 

This prodigious deficit was covered by the pro
ceeds of borrowing operations of three distinct types. 
Government borrowing yielded, on the average, some 
5,400 million lire, paper (approximately 4,000 
millions, gold). The sales of new lira. securities 
brought in an a.verage of 200 million, paper (140 
millions, gold). Fina.lly, private borrowing yielded 
460 million lire, paper (310 millions, gold). Thus 
by the end of the year 1919, Italy had not only in
curred an aggregate public debt payable in foreign 
currencies and amounting to nearly 20 billion gold 
lire, but she had also on her shoulders the burden of 
new long-term public indebtedness payable abroad 
in lire and amounting to about 700 million gold lire; 
while on top of this, had to be borne a floating debt 
to the outside world on private account of fully 2 
billion gold lire. Italy, therefore, clearly stood far 
behind the position she had occupied before the war, 
in respect of relative freedom from heavy obligations 
to other countries. Her position was now greatly 
weakened, and long years of recuperation were in
dispensable. 
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IV. INTERNATIONAL ACCOUNTS SINCE 1919 

The year 1920 is memorable the world over for 
large-scale creation of debt, principally for specula
tive purposes. Along with a greater excess of im
ports 7 than ever, Italy appears to have borrowed in 
that year, on private account, an amount approxi
mating the equivalent of 750 million gold lire. But, 
on the other hand, the remittances increased and the 
other items of income showed promise of recovery. 
The following year, however, was one of liquidation 
and curtailment. With an abruptness which in itself 
was wholly demoralizing, the year 1921 brought 
about a radical change in the state of the accounts. 
We show in the table on p. 39 the results for these 
two years. 

• For offiCial figures of Imports and exports see Appendix A. 

THE TRADE DEFICIT, 1920-1925 

(In milliOns of lire) 

Year 

1920 ••••••.•••.•••••.• 
1921 •.••.•••••.•••.•.• 
1922 ••.•.••••••••••••. 
1923 •••••••••••••.•••. 
1924 •••••.•••••••••••. 
1925 ••••••••••••••••.. 

Excess of imports 
(paper values) 

15,047 
8,952 
6,463 
6,103 
5,070 
7,882 

Approximate gold 
value of the excess 

of Imports 

3,762 
1,969 
1,583 
1,464 
1,166 
1,576 

For several of these years, notably 1920, we have regarded as 
conclu81're the arguments for takmg a smaller figure to repre
sent the excess of Imports over exports. See p. m. 
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INTERNATIONAL INCOME AND OUTeO, 1920-1921 

Mdlionsof MiIlionsof 
goldbre paperbre 

Outgo: 
1920 1921 1920 1921 

Excess of commodIty imports 3,200 1,900 13,000 8,500 
Interest, profits, divIdends, 

and commlSS1ons •........ 300 220 1,250 1,000 

Total ••••••••••••.••.•.• 3,500 2,120 14,250 9,500 

Income: 
RemIttances from Italians Iiv-

mg abroad ...•.•...•.•...• 975 660 4,000 3,000 
TourIsts' expendItures •.•.•• 375 440 1,500 2,000 
Shlppmg and related earn-

mgs ...................... 180 135 750 600 . 
Total •.•••••••..•••.••.. 1,530 1,235 6,250 5,600 

Net defiCIt ................... 1,970 885 8,000 3,900 
== = = --

Thus, in each of these years, immense deficits had 
developed in the international income and outgo 
accounts of Italy. In 1920, apparently, this deficit 
was covered by government borrowing abroad (not 
always, however, repayable in foreign currencies) to 
the extent of some 3,400 million lire paper (830 
millions, gold); by the sale of securities and like 
measures, to the extent of 1,900 million lire (475 
millions, gold); and by Boating lire indebtedness on 
private account of some 2,700 millions in paper (660 
million, gold). In 1921 the three amounts corre
sponding to these three types of borrowing opera
tions appear to have been respectively 500 million 
paper (110 millions, gold), 300 millions, paper (65 
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millions, gold) and 3,100 millions, paper (700 
millions, gold). 

Nothing could be more discouraging than Italy's 
position at the beginning of 1922. In excess of 22 
billion lire in gold were owed by the government to 
foreign creditors, while fully 3 billion gold lire were 
owed by individuals, in one or another form, to 
foreign creditors. For all of this mass of foreign 
obligations, productive assets of but the most slender 
p~oportions had been obtained. At best, the 
prospect appeared to be one of prolonged im
poverishmen t. 

Slowly the forces of reconstruction began to 
operate and in particular the excess of commodity 
imports diminished steadily through 1924. The 
other important outgo items-namely, interest, 
profits, dividends, and commissions for the use of 
foreign capital-fell off likewise, in terms of gold. 
On the other hand, the income items at least held 
their own in terms of stable values and, in the case 
of shipping, showed considerable increase. There 
were no further borrowings on behalf of the State; 
there was, on the contrary, in at least two of the 
three years, some repayment of indebtedness in
curred in the past. In terms of gold values, the 
three years 1922-1924 seem to have an average excess 
of imports over exports of about 1,300 million, and 
the average outlay by way of service charges for the 
use of foreign capital approximat~d 270 millions. 

The deficits on account of import surplus and debt 
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charges together, outbalance, by fully 125 millions 
in gold, the total of average earnings from remit
tances, tourists' expenditures, shipping, and the 
minor credit items. The good harvest of 1923, and 
the resolute decision to abandon foreign public bor
rowing which affected nearly all of this period ma
terially benefited the situation of the international 
accounts, and made possible the application of some 
800 millions of paper lire (about 180 millions in 
gold) to the repayment of public and private debts 
or to new investments. A statement covering these 
years is submitted in this connection. 

INTERNATIONAL INCOME AND OUTGO, 1922-1924 

OutgO: 
Excess of commodity 

Millions of gold 
hre 

1922 1923 1924 

MJlhons of paper 
hre 

1922 1923 1924 

Imports . . • • • . • . • 1,450 1,305 1,000 6,000 5,500 4,500 
Interest, profits, divi-

dends, and com-
mISSIons •.••.••• 225 195 190 925 800 850 

Total.. •• •• .••• 1,675 1,500 1,190 
Income: 

RemIttances fro m 
Itahans abroad... 615 600 540 

TourISts' eIpendi-
tures ... • .. .. .. .. 615 600 550 

Shlppmg and related 
earnmgs ••••••••• 120 210 200 

MIScellaneous • . • • • 95 90 85 

Total ...... .. .. 1,345 1,500 1,375 

Net defiCit ........ .. 
Net surplus ........ . 

230 .. .. 
...• .... 190 

='" === ==> 

6,925 6,300 5,350 

2,500 2,500 2,400 

2,500 2,500 2,500 

500 900 900 
400 400 400 

5,900 6,300 6,200 ------
1,025 ... . 
.... .... 850 = =====~ 
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The burden of the excess of imports continued to 
weigh down the lira exchange throughout 1925 and 
the first half of 1926. It is true that the large 
harvest of 1925 affected rather favorably the import 
figures for January-June, 1926, as compared with 
those of the first half of 1925, which had followed 
upon the mediocre harvest of 1924. But the indus
trial expansion that had taken place under the 
stimulation of various favorable factors from the 
summer of 1923 to that of 1925, called for large 
increases in imported raw materials. The com
parison of the figures for 1924 and 1925 shows the 
steady pressure of industrial requirements in the 
latter year, despite the credit uncertainties which 
prevailed until the debt funding negotiations were 
begun. The table on page 43 presents the figures 
for these two years, in values for the 8 official cate
gories; the quantity data would correspond sub
stantially, as the shrinkage in the lira was not note
worthy. 

The excess of imports, in short, amounted in 1925 
to almost 8 billion paper lire or approximately 1,500 
millions in gold; and in the early fall of 1926, as this 
is written, there is every indication that the excess 
of imports in 1926 will attain at least the same 
height. Indeed, had the industrial expansion kept 
up the pace which it set in the mid-winter months of 
1925-26, on the strength of the credit grants,-and 
expectations,-intimately bound up with the debt 
funding negotiations, it is quite clear that the trade 
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deficit of 1926 would have broken all records, despite 
the reduction in importation of foodstuffs conse
quent upon the bountiful harvest of 1925. But the 
industrial expansion experienced a. check, namely, 

ITALY'S FORmaN 1'lwlm IN 1924 AND 1925. 

(In millions of lire) 

Imports Exportll 
Claaai1ication 

1924 1925 1924 1925 

I. Livestock, food-
3,7621 stuffs and tobacco 4,8380 6,5559 4,611.0 

II. See d sb oils, fa ta, 
vegeta les, wax .•. 9541 1,1756 3949 409.2 

III. Textiles and theIr 
denvatives ...... 5,424B 6,586.1 6,649.3 8,358.2 

IV. Metallic ores, 
metals, and their 
denvatives ••••... 

V. Non-metalhc min-
2,3490 3,915.9 9587 1,405.3 

erals, bricks, por-
celalns, glassware. 

VI. Wood and manu-
1,9209 20223B 468.7 54U 

factures of wood .. 7569 1,1205 1961 2190 
VII. ChemIcal and phal'o 

maceutical prod-
1,727.7 ucts and dyes .•.. 1,4]2.2 4MB 569.2 

VIII. Other merchandise. 1,723.8 2,8514 1,506 3 2,161.2 

Total .......... 19,3797 26,1569 14,3709 18,2746 

• GaZleUa "'Dido&!, Supplemento, 1926, no. 42. 

the inability of exporters to offer Italian products 
abroad at prices that would meet those of French 
manufacturers. The textile industries in particular 
were severely affected. Nevertheless, raw materials, 
partly-fabricated materials and manufactured goods 
continued to enter in greater volume and value in 
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the first half of 1926, than in the corresponding 
months of 1925. The figures follow: 

ITALY'S FOREIGN TRADI!l; JANUARy-JUNI!l, 1925 AND 1926· 

(In millions of lire) 

Imports Exports 

ClaSSlfication January-June January-June 

1925 1926 1925 1926 

I. Livestock, food-
stuffs and tobacco 4,3191 3,441.2 2,0589 1,9294 

II. Seeds, oIls, fats, 
vegetables, wax .. 6147 6323 2457 1007 

. III. Textiles and their 
denvatlves ...... 3,7966 3,5798 3,9806 3,772.2 

IV. Metallic or e s, 
metals, and their 
denvatlves .. . 1,9126 2,1440 6995 704.2 

V. Non-metallIC mm-
erals, brICks, por-
celams, glassware. 1,074.5 1,2974 2779 280.5 

VI. Wood and manu-
factures of wood .. 535.5 6170 111.3 112.6 

VII. ChemIcal and phar-
maceutICal prod-
ucts and dyes .•.. 8654 9257 2784 3307 

VIII. Other merchandISe 1,3137 1,6271 9531 1,090.8 

Total .......... 14,4321 14,264.5 8,6054 8,3211 

• Gazzetta ujJi.C'lale, Supplemento, 1926, no. 193. 

While the imports fell off in consequence of the 
167 million lire shrinkage in foodstuffs brought in, 
the exports declined by 284 millions. The relative 
deflation which began in the late summer of 1926 
will probably result in a lessening in the imports of 
raw materials and semi-manufactured products; and 
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thus, temporarily, the gap between total imports 
and exports will iJrove to have been narrowed for the 
entire year 1926. But a protracted depression ex
tending over the next two or three years would serve 
to increase the extent of the trade deficit as com
pared with the boom years 1923-1925. 

We now revert to the service items where Italy's 
earnings are to be sought. The expenditures of 
tourists must have amounted to fully 700 millions, 
gold, and the aggregate of remittances appears to 
have been around 600 millions, gold. The earnings 
of Italian shipping were fully as great as in preced
ing years, and there is more than a possibility that 
they attained a total of fully 200 million lire, gold. 
If these estimates are correct, the income aggre
gated 8,000 millions of paper lire, or 1,600 millions 
in gold. 

But this sum can hardly have met the outgo re
quirements. We saw that the commodity deficit 
was approximately 8 billions, paper, or 1.5 billions, 
gold. The net interest charges can have been no less 
than a. billion lire in paper, so that something more 
than 9 billions, paper, or 1.8 or 1.9 billions, gold, 
would ha.ve been required to counterbalance the 
excess of commodities and the outlay on account of 
accumulated foreign indebtedness of all sorts. The 
difference, then, between the available "invisible" 
income of 1.6 billion gold lire, and the outgo require
ments of 1.8 or 1.9 billion gold lire, had again to be 
covered by borrowing. 
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V. GROWTH OF FOREIGN INDEBTEDNESS 

The data presented so far in this chapter indicate 
that Italy has been almost continuously a borrowing 
country. Before the war Italy at times found it im
possible to meet her expenditures abroad without 
resort to borrowing. The war period necessitated 
foreign borrowing on a very large scale; and the 
post-war years have shown a continuance of such 
borrowing, partly for the purpose of covering deficits 
in her internatlOnal accounts, and partly with a view 
to promote industrial expansion. An approximate 
indication of the net changes in Italy's international 
economic position since the beginning of the century 
is shown in the chart on p. 47. 

The greater part of the increase in Italy's foreign 
indebtedness since 1914 has been the result of public 
borrowing. The foreign debt on private account has, 
however, continued to increase both during and since 
the war. The investments of foreigners in Italian 
enterprises and securities at the end of 1925 are 
probably no larger in terms of gold than they were 
in 1914. They may be estimated, on an exceedingly 
conservative basis, at approximately four billion 
gold lire. Such an indebtedness would be the cause 
of no serious apprehension, were it not for the com
plications presented by the large public debt and 
also the floating indebtedness on private account in 
the form of short-time loans and foreign holdings of 
Italian currency. The problem of meeting the 
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charges on the public debt owed abroad will be dis
cussed later, as will that of meeting private obliga
tions; but a word as to the extent of the latter seems 
desirable at this place, prefaced, however, by a re
minder of the tentative character of its basis. 

Authoritative estimates of the volume of Italian 
currency controlled abroad in the summer of 1925 
range from four to six billion paper lire. On the 
basis of all the evidence available, we are inclined 
to believe that, by the spring of 1926, the aggregate 
must have been as much as six billion paper lire and 
possibly as high as eight billions, amounting in gold, 
at exchange rates then prevailing, to from 1.2 to 1.5 
billions. The reader will bear in mind that this is 
not a net figure, since the Italian government and 
banks had at that time some credits abroad in the 
form of bank deposits and security holdings; but 
these credits probably did not exceed 2.5 or 3 billion 
paper lire, that is, 500 to 600 millions in gold. 

Six billion paper lire would represent roughly 30 
per cent of Italy's total outstanding currency in 
1925. The fact that in a period of active business 
and tight money nearly one-third of the circulating 
medium of the country has come to be under the 
control of foreigners is a commentary upon the eco
nomic dependence of Italy which calls for little 
emphasis. But besides the holdings of Italian cur
rency by foreigners considerable sums are owed by 
Italians to foreign banks and commercial interests in 
other forms than foreign deposits in Italian banks, 
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or holdings of Italian currency. Information re
garding these accounts of relatively early maturity 
is meager and not wholly trustworthy. It is not un
likely that this floating indebtedness, towards the 
end of 1925, ran up into some millions of gold lire. 
In short, we feel that it has been on the side of con
servatism to estimate the total indebtedness of Italy 
to the outside world, late in 1925, as some 30,000 
billion gold lire of which 5 billions represented all 
varieties' of private obligations, and the rest the 
public indebtedness to foreigners on bases then in 
effect, but subsequently, of course, much modified. 

What happened in the winter of 1925-1926 accen
tuated Italy's dependence upon international eco
nomic developments. The funding of the external 
public debt and the New York loan for the stabil
izing of the currency had as their most impelling 
motive the improvement of the standing of Italy's 
industries in the money markets of Great Britain 
and the United States. Foreign borrowing on 
private account has proceeded more freely in conse
quence of these operations,-perhaps not as rapidly 
as industrial and financial people of importance in 
Italy might wish, but about as rapidly as it would 
be reasonable to expect in view .of the currency de
velopments of the winter of 1925-26. The borrow
ing has served in part to consolidate floating in
debtedness arising out of large commercial opera.
tions, and in part to facilitate the extensive pur
chases of industrial equipment and other capital 
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goods, to which we referred above in connection with 
the import figures of the winter of 1925-26. 

We are thus brought to the heart of the funda
mental problem which confronts Italy's economic 
system. An important and far-reaching reorganiza
tion of that system has had to be carried out during 
a period when conditions have been undergoing 
rapid and yet obscure and puzzling changes; and this 
reorganization involves widespread readjustment of 
occupation and of methods of production and distri
bution. The very changes themselves in world con
ditions have stimulated and, to some extent, forced 
the reorganization. Because of the fact that so little 
elbow room, if one may use such a phrase, was avail
able within which to carry out a general reorganiza
tion of the country's economic system, many have 
placed great reliance upon the use of foreign capital 
in all sorts of public and private enterprises, and 
thus the complication of factors is increased. 

Will it be possible for the greatly enhanced indus
trial equipment of Italy to provide a notable expan
sion of her commercial relations with old and new 
markets? And will this expansion be on such a scale 
as to permit exports gradually to overtake imports, 
while at the same time foreign borrowing is held in 
check, and the great volume of lira holdings abroad 
is brought back to Italy? The seriousness of these 
conditions cannot be overemphasized. Foreign bor
rowing on public and private account has been 



INTERNATIONAL ACCOUNTS 51 

accelerated since the summer and autumn of 1925 
and its cost to Italy has been increasing. It is of 
paramount importance, therefore, that this cost be 
reduced lest its burden on the country's interna
tional accounts become insupportable. As for 
foreign holdings of lire, it is clear that unless the 
bulk oj them be effectively and wholesomely ab
sorbed in investments within Italy, or at least revert 
in major part to Italian control, the condition of the 
currency must of necessity become more, rather than 
less, precarious. 

Before we can examine these questions, as we 
shall do in Chapters X, XI, and XII, we must re
view the state of the nation's public and private 
finances, the position of industry and agriculture, 
and the demographic problem of main importance, 
that is, emigration. The following six chapters are 
devoted to this survey. 



CHAPTER III 

BUDGET AND PUBLIO DEBT BEFORE THE WAll. 

WE TURN now from the consideration of Italy's 
international financial relations to the administra
tion of her internal fiscal affairs. In the present 
chapter we shall discuss briefly the administration of 
the Italian budget and the growth of the public debt 
from the unification of Italy in 1861 to the out
break of the Great War, while the following chapter 
will be devoted to a discussion of fiscal operations 
since 1914.1 

L 'lBE PRE-WAll. FISCAL SITlJATION' 

The budgetary history of United Italy in the four 
decades before the war is that of an agricultural 
country passing through the initial stages of indus
trialization and having to crowd into a relatively 
short time the work of constructing railroads and 
otherwise developing its resources. Italy never 
quite caught her breath in those years. From the 

• For detaued data and discussion bearing on the problems 
raised in these chapters see AppendIx B, Budgetary Practice, p. 
329; AppendIX C, Public Debt, p 360; and AppendIx D, TaxatlOB 
and F1.SC8l Pohcy, p. 424 
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early sixties on, the budget deficits grew steadily, 
because of the heavy expenses for military purposes 
and for public enterprises which the new state was 
called upon to bear. That "best of all taxes, to be 
sparing" 2 naturally would not characterize a new 
regime, called upon either to undertake directly or 
to guarantee nearly every sort of enterprise. More
over, the consolidation of all the agencies of govern
ment of the former divisions of the peninsula at the 
outset made for confusion and waste rather than 
economy. Many of the taxes were in actual conflict 
with each other 8 and it required a long time to 
create a. new and reasonably efficient national taxa
tion system. 

The financial history of the Italian kingdom from 
1861 to 1914 may be conveniently divided into three 
distinct periods. The first, stretching from the 
proclamation of the unified kingdom shortly after 
the successful issue of the war with Austria. to the 
end of the conservative partis domination of the 
government in 1876, was the period of rapid terri
torial consolidation, of vigorous development of 
the national' spirit, of gradual economic improve
ment until about 1873, when depression set in. 
Considered from the point of view of financial policy 
and accomplishment, it was a. period of inchoate tax 

·Cicero's remark-Uoptimum tJectigal parsimonia" 
• "Italy, whIch, before 1860, was the museum of Fine Arts, has 

become the museum of taxes."-Saverese, Lettere d, 1.171 con
tnbuente a 1.171 uoma d, slato, 1868, quoted In E. Lemonon. 
L'ltall6 economiqus et soCIals. Pans, 1913, p. 15. 
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programs, of cumbersome fiscal machinery, and of 
almost constant deficits. Yet it was also a period 
of statesmen eminent in the field of public finance 
who stood for "economy to the very bone."· With 
the name of Sella must be associated the most sus
tained attempt to achieve a balanced budget, which 
was in fact actually reached in 1875. But for Sella's 
vigilant resistance the cost of the railroad construc
tion program begun in the middle sixties would have 
left a much larger total of national debt than was 
actually the case. His comprehensive plan for the 
reorganization of the entire financial system of the 
kingdom, presented in 1871, does not suffer by com
parison with any project of the sort submitted by 
any of his successors. 

In 1876, control of the national legislature passed 
from the Right to the Left, where it has remained 
practically without break,5 but with many shifts of 
leadership from one wing to another of the Liberal 
party, until the advent of the Fascist administration 
in October, 1922. 

The second distinct period in the fin~ncial history 
• Chief among these were QuintInO Sella (MinISter of Finance 

1862-64, 1864-65, 1870-72), Marco Mlnghettl, and AntOniO SClaloja. 
Mlnghettl 18 noteworthy for hiS part In the framing of the 
national banlung law, and the adoption of railroad construction 
subSidies SCialoja deVised a plan for SCientific tax reform 

• Except In so far as wartime cabinets represented coalitions. 
The terms "Right" and "Left" must not be taken to Signify 
groups of even the semblance of formal continUIty which can be 
claImed by political parties in the ,Unlted States. The terms 
"Conservative" and "Liberal" In ItalIan polItiCS have been de
scriptIOns of general tendencies and pomts of View, rather thaD 
badges of identlficatlon With permanent orglUllZatlons. 
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of Italy may well be said to begin with this im
portant change in 1876 and to extend some 22 years, 
that is, until practically the close of the century. 
The Conservatives had been working from 1873 to 
1876 in the face of economic conditions tliat were 
quite adverse in Italy as well as elsewhere in the 
world; and in view of those conditions their financial 
administration was distinctly creditable. The de
pression continued, however, for several years, and 
it was not until after 1879 that a period of relative 
prosperity set in. 

The new regime may have had commendable 
aspirations with regard to the more equitable distri
bution of tax burdens, but its foreign policies, its 
costly and unproductive African policy, and its 
effort to create and maintain large military and 
naval establishments soon unsettled the budget, and 
brought on new difficulties in the way of chronic 
deficit financing. The monetary and credit problems 
of pre-war Italy were never more acute than during 
these two decades after 1876, particularly after the 
brief but unsuccessful resumption of specie pay
ments in the eighties. Commercial policy, too, was 
the subject of serious contention toward the end of 
this period and a struggle in tariff reprisals was 
carried on with the French republic through the 
nineties. Add to these unsettling factors the re
newal of the world economic crisis in the early nine
ties, which most severely affected Italy, and one can 
understand the development, in the middle years of 
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the last decade of the nineteenth century, of a dis
illusioned and dispirited attitude.' 

The opening of the third period of the pre-war 
fiscal history of the kingdom is hardly to be identi
fied with anyone administration, since it was a 
gradual change. But it is not inappropriate to de
scribe it as well under way with the end of the 
Rudini cabinet in 1898, and the inauguration of the 
cabinet of "liberal concentration and reconciliation" 
of General Pelloux, in November of that year. The 
end of this period was marked by the emergency 
measures of the winter of 1914-15, in consequence of 
the outbreak of the Great War. 

There was a steady diminution in some of the less 
productive forms of public expenditure, while mili
tary and naval outlay increased very slowly. The 
investments in railroad construction during the pre
ceding generation, which has so notably augmented 
the public debt, were beginning through their stimu
lation to travel and trade to create a much larger 
field for taxation, both direct and indirect. The 
protective tariff at length began to increase customs 
revenues. Direct taxes, also, were nearly all more 
productive, as a result of the increase in the volume 
of business and the definite stabilization of the cur
rency upon a basis of redemption. These last factors 
were reinforced by greater prudence in colonial and 

• On the pre-war monetary situation, see Chapter VIn; on the 
commerCial pohcy dIsputes With France, AppendiX E; and on 
defiCit financmg and fiscal pohcles, AppendiX B, p. 337, and 
Appendix D, p. 425 
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foreign affairs, and a less intransigeant commercial 
policy, the conflict with France having been ad
justed. The period as a whole, it may be recalled, 
was one of great prosperity and expansion in all 
countries, being interrupted only for brief intervals 
as in 1907-08. 

Even the surcharged and clouded years just pre
ceding the Great War witnessed less unfavorable 
consequences in Italy than one might have expected 
in view of the precarious character of many of her 
sources of revenue, and in view, especially, of the 
strain which the 14 months' war with Turkey in 
1910 and 1911 T imposed upon her. 

The stru.ctUTe of the Italian budget has changed 
but little in half a century. For the purposes of the 
present chapter, we are not concerned with adminis
trative reorganizations and adjustments which took 
place during or since the war. As things stood in 
the years just before the war, budgetary arrange
ment and practice represented about what they had 
been a generation earlier. 

·The budget consists of four principal categories. 
The first category contains a record of all revenues 
and expenditures except those of capital account. 
In the second category are entered revenues and 
expenditures on account of railroad construction, 

, Formally terminated by a treaty signed at Lausanne, October 
18, 1912. There was no willingness on the part of the Italians 
In general to admit the real extent of the economic stram of the 
Tnpohtan war, accorchng to Lemonon, in the book cited In note 3 
of thiS chapter. 
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while the third category is reserved for all other 
forms of capital, revenues, and expenditures. The 
fourth category is rather difficult to describe in pre
cise terms; but it is reasonably accurate to char
acterize it as a miscellaneous assortment of accounts, 
and in particular, (1) those relating to funds held 
by the government on behalf of or account of com
munes and other local bodies, and (2) funds in tran
sit. These four categories make up the budget 
accounts of revenue and expenditure. It is to the 
budget as here understood that ministers of finance 
always refer, and it is around the budget in this form 
that debates in the national legislature always re
volve and frequently rage. 

The budget as just described is the budget of the 
assessable and ascertained revenue on the one hand 
and lawfully authorized expenditure on the other. 
It is, in fact, the authorized budget. One might 
assume that the results shown in the budgetary ac
count of revenue and expenditure represent identi
cally the record of the money actually received and 
actually di8bursed. This assumption would not, 
however, be correct even in years of peace and rela
tive freedom from unforeseen contingencies. When 
periods of great confusion, such as the years after 
1914, set in, the budget of authorized revenue and 
expenditure cease to have any connection with the 
real course of receipts and disbursements. 

The actual receipts and disbursements, then, con
stitute another set of accounts, and while one ought 
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not to contrast for a given year the budget seen 
under this aspect with the budget as authorized, it is 
not unfair and it is often quite necessary to scruti
nize the two sets of accounts carefully item by item 
for a period of several years. A great many payments 
by the treasury and collections on its behalf are 
effected after the fiscal years within which they were 
authorized in the case of expenditure, or assessed in 
the case of revenue. There is, therefore, almost 
always a floating mass of items not credited or 
debited to the years in which this payment finally 
takes place, but rather to the years in which the 
items were respectively sanctioned. When such 
payments are made, and collections effected, the 
amounts involved appear in the budget of receipts 
and disbursements. The accounting officers then 
properly credit or debit these items to the years 
when they were authorized or assessed. Eventually, 
of course, an. the accounts of past years" are adjusted 
and definitely closed by the administrative account
ing officers and judicial auditors responsible under 
the law. 

Intervals of years, however, may elapse before 
complete adjustments of past fiscal periods can be 
completed, and consequently these items which ap
pear in the cash record of a given year and which 
are not to be credited or debited to that year but 
to preceding fiscal years, are brought together in a 
series of suspense accounts. These are termed 
residual accounts (Residua) and from them are with-
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drawn the pending'items according as the process of 
closing up the records of the past enables a single 
year to be disposed of definitely. This system 
worked fairly well in ordinary times but as we shall 
see, it engendered difficulties during the war.S 

The reader who is at all acquainted with the prac
tice of fiscal authorities will hardly confuse the 
bwlget accounts (under either of the two aspects 
described in the preceding paragraphs) with the 
treasury accounts. The latter constitute mainly the 
record of outstanding treasury credits and obliga
tions, and the cash account.9 

The classification oj budgetary accounts tends to 
conceal the true situation. For many years, econo
mists, jurists, and men in public life have challenged 
the fundamental theory underlying the division of 
the Italian budget into categories. But the difficul
ties have remained down to the present time except 
in so far as the reorganization of the administrative 
apparatus of the Ministry of Finance, under the 
Fascist regime has been able to overcome them. 
The underlying theory of this division is not peculiar 
to Italy, but on the contrary has affected budgetary 
development in a good many other countries of 
Europe and America. Its idea is to segregate all 
so-called "unproductive" expenditure and current 

aBut as far back as 1894, the late Vdfredo Pareto vigorously 
condemned the misleadmg character of the separation of the 
budget mto categorIes enjoying a fiCtItIOUS eqUIhbnum based 
upon borrowing and bureaucratic mystIficatIon "Lea finances 
ltahennes," in Journal dell econom18tes, March 15, 1894 

• See AppendIX B, p. 330. 
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administrative outlay from expenditure on capital 
account, generally termed "productive." The latter 
variety of expenditure includes the construction of 
railroads and other great public works calculated 
to improve the conditions of living and the means 
of producing wealth. The contention is often ad
vanced in defense of this division of the accounts, 
that the cost of bettering the hygienic standards, the 
educational facilities, and the material apparatus 
requisite to the efficient development and utilization 
of the nation's resources, human and material, can
not be spread in any proper way over the annual 
revenue and expenditure of the government, but 
must be set off by themselves, with more or less 
directly allocated income if they are at alI of a char
acter such as to produce income. Any discussion of 
the theoretical value of such divisions of the budget 
accounts is best left to technical studies on public 
finance; and the nature and direction of Italian 
expert discussion of the subject may be gauged from 
the literature cited in Appendix B.IO 

Whatever the underlying theory, there were in 
any case certain conditions which made the practice 
of segregating ordinary administrative expenditure 
from large scale capital operations a rather con
venient device to which to resort. In the half cen
tury between Italian unification and the outbreak of 
the Great War, and particularly in the earlier dec
ades of this period, there was an urgent necessity 

II Appt'ndlX B, p. 332, note 1. 
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that a great many things be done promptly in the 
way of building up the country's resources. Accord
ing to the opinions of the persons whose views pre
vailed on public policies in those years, only the 
State could be depended upon with security to carry 
through or even to initiate these projects. After all, 
foreign capital was not available on any appreciable 
scale in the early years to undertake these tasks; nor 
could the scanty domestic resources of the country 
be mobilized for this purpose under private leader
ship. Thus Italy experienced a development which 
stimulated both the process towards centralization 
and the instinctive tendency of bureaucracies 
steadily to expand the scope of official jurisdiction 
through ingenuous and persistent embroidery on 
broad statutory authorization and mandates. 

As in other countries, so in Italy, the purport of 
legislation could in the course of time be definitely 
altered through interpretative regulations issued in 
constantly greater volume and often leading to the 
creation of quasi-autonomous sets of accounts. It is 
true that the national legislature set up devices for 
fiscal control and even elaborated them to the point 
of cumbersomeness. But neither the legislature nor 
those to whom it delegated its authority appeared to 
have the time, the resistance, or the guidance ade
quate to exercise, to their theoretical limit, these de
vices of control. The tendency to create the new 
accounts had to be caught up short every so often, 
the most striking example of the attempt to reassert 
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the principle of budgetary unity being, of course, the 
consolidation in 1920-21 of all the autonomous ac
counts that had grown out of the war. But even in 
the pre-war 'Period, incidents of this character 
occurred on a smaller scale. 

The chief disadvantage of the division of the 
budget has been the fact that one administration 
after another has been able to conceal from the 
Italian people the formidable reality that expendi
ture has not been covered out of non-borrowed re
sources, but by means of a mortgage on the future. 
The Italian people have rarely been brought to 
realize that what appeared to be surpluses did not in 
fact exist, and that apparently insignificant deficits 
were not seldom decidedly larger than the first cate
gory of the budget would indicate. It is not in
tended, of course, to criticize adversely the judicious 
resort to short-term borrowing. It is frequently 
necessary for the public treasury to secure funds by 
such means in order that it may have enough cash 
on hand to meet impending dema.nds. What is, 
however, quite definitely dangerous is the use of 
elaborate devices to set off all borrowing transactions 
of any magnitude and of relatively long duration in 
water-tight compartments by themselves, because 
the public will hardly ever take the trouble to ex
plore these compartments, and consequently will 
hardly ever be a.ble to appraise correctly the annual 
statements of surplus or deficit in the first, or prin
cipal, category of the budget. 
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After 40 years of tinkering, the system of tax ad
ministration still gave unsatisfactory results. The 
Italian government for all its experimentation be
fore and since the political unificatioft in 1861, was 
still, on the eve of the 'Great War, unable to collect 
sufficient tax revenues to cover its outlays. A brief 
survey of the taxation system will reveal the sources 
of this difficulty. 

Three broad classes of taxes made up the taxation 
structure of pre-war Italy,-direct taxes, indirect 
taxes on consumption, and taxes on business transac
tions. The direct taxes were three in number: the 
tax on land, that on the rental value of buildings, 
and that on income from other sources than land or 
buildings. I 

The land tax was based on valuations long out of 
date and sadly lacking in uniformity. In 1886, the 
reform of the whole system of land taxation was 
effected and a great national land valuation began: 
a task not yet completed in 1926, although provi
sionally carried through for the majority of the 
provinces, on the basis of average values obtaining 
in 1874 and 1875 (corrected, since 1923, so as to 
represent approximate values of January 1, 1914). 

The tax on the income from buildings or their 
rentable value if not actually producing income, was 
another prolific source of dispute, because of the in
equalities in application and the antiquated stand
ards of valuation which were employed. It gave 
more trouble than it was ever worth, certainly in a 
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community of large commercial interests and of ex
perience in the creation of intangible values. 

Taxes on income derived from other sources than 
land or buildings constituted Italy's main resource 
in the second half of the pre-war period, and, of 
course, in the years since the war. The tax on in
come was established in 1864 as the first really na
tional tax. In 1866, it was made a graduated income 
tax, with a basic rate of 8 per cent, which was offset 
by low valuation and liberal exemptions. As the 
years went on, the rate was increased. By 1894 it 
had risen to 20 per cent; but 20 years later, it had 
been so adjusted as to range from 8.62 per cent on 
salaries of public servants to 20 per cent on income 
from securities, with exemptions ranging from 1,500 
to 2,000 lire. Evasion became as common as it was 
elsewhere in Europe, government officials tending to 
base estimates of income on visible outlay for the 
upkeep of establishments, thus making the tax one 
"not on income, but on expense." 11 

The consumption taxes were not nearly as produc
tive as the volume of bitter discussion regarding 
their imposition might lead one to imagine. The 
Italian tariff was a protective device, and the 
revenue it yielded was a secondary consideration 
except in certain years of financial straits in the last 
quarter of the nineteenth century. The flour tax 
(macinato) was a source of much bickering until its 

IS An apt phrase of Rene Stourm, the well-known French au
thOfity on budget problems. See Appenwx D, pp. 426-7. 
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abolition in 1894; the wheat tax took its place as an 
injudicious, not to say capricious device for the pur
pose of stabilizing prices for landowners at times 
when domestic supplies might be abundant. Then 
there were excise taxes on the manufacture and sale 
of gas, electricity, alcohol and its derivatives, sugar 
and the like, and beer and other beverages. The 
ubiquitous fiscal burden, however light it might be, 
harassed the individual at every moment he might 
decide to make a sale or a purchase. It is another 
example of the curious inconsistency of pre-war fiscal 
policies in Europe, content to lumber along with a 
bundle of imposts that nibbled around the spending 
processes of the citizen rather than required a share 
of the results of his productive ac~ivity, that were 
inequitable in their general effect, and were arbitrary 
and unrelated one to the other or to any basic 
principle. 

Non-borrowed revenue from other sources than 
taxation included the income from the rental or con
cession of the national domain; industrial monopo
lies (including royalties from the Elban mines, fran
chise payments for the operation of canals and forest 
enterprises, surpluses from railroad concessions
very rare surpluses they were-and the like); and 
the proceeds of the well-known "fiscal" monopolies 
-salt, tobacco, matches, quinine, and the 10ttery.12 

U The last named humorously descnbed as the "ImbeCiles' tax .. 
See Vol II, p 359 of the work of DeSantis Cited m Appendix D, 
p. 436, note 15. 
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These monopolies yielded substantial gross revenues 
in the aggregate, chiefly because of the tobacco and 
lottery items; but their administration was costly, 
in the nature of the case, and the net contribution to 
the resources of the State was disappointingly small. 

As for the railroads, they represented a net loss 
every year. For some years after the government 
had begun its ambitious program of construction, 
the attempt was made to operate various lines 
directly. In 1878, the governIpent undertook to 
manage all the roads which it had constructed or 
purchased; only some railroads in southern Italy 
remained in private hands. The results of govern
ment management were so discouraging that in 1885 
the management was turned over to private con
cessionnaires on contracts with minimum liability of 
20 years' operation. For a half dozen years or so, the 
government's share in the profits amounted annually 
to a few million lire-the maximum being 10.3 
millions in 1887-but soon a succession of deficits 
began. In 1905, the government resumed the opera
tion of the roads, creating a Board of Railroad Ad
ministration with its own financial regime. This 
system yielded an average of some 60 million lire to 
the general budget but, of course, this sum was much 
more than offset by the interest and other charges 
accumulating on the indebtedness due to railroad 
construction. All things considered, the construc
tion cost was less than might have been expected in 
view of the difficult nature of the construction prob-
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lems offered by the peninsula; it tended to be quite 
as high when the government carried on the work 
directly as when it contracted out the construction 
itself with official guarantee of interest and 
amortization.13 

Having referred to the treasury's need of funds in 
consequence of the failure of non-borrowed income 
to meet authorized expenditure and in consequence, 
also, of its program regarding public works, we 
would probably serve little purpose in analyzing in 
detail the spending policies of the government in 
pre-war years. So far as the maintenance of the 
departments of civil administration, national de
fence, and the other executive services was con
cerned, we have already indicated that the role of 
continental and colonial importance which Italy 
essayed with motives to her good and sufficient in 
the three decades preceding the Great War, had told 
on her slender resources, and promised to make 
further inroads upon them because of political com
mitments and conflicting economic interests.1t 

Systems 0/ local taxation often conflicted with the 
.. For data relating to tax receipts and other income as well a8 

expenqltures, see Appendix B, pp. 339 ff, and Appendix D, pp. 
425 and 436. 

H Francesco Nitti, later Minister of Finance and head of the 
cablDet, wrote in his monograph La RlCchezza d'/talta, Naples, 
1904, p. 10: "All indices foreshadow an improvement ID Italy's 
econOIDlC conditIOn .... If Italy will follow a pohcy of shre\\dly 
mindlDg her own buslDess and of working industrIOusly and 
intelhgently, she will be able to develop all the energies which 
are latent within her. The trouble is that every now and then, 
our country thinks of war, . . . the consequences of which are 
not reahzed until It is over." 
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national federal system. There is an impression 
generally prevailing outside of Italy that local taxa
tion was not a matter of much consequence in that 
country before the war. This is far from exact. By 
the time the war began, the taxpayers were contrib
utiDg to provincial and communal governments 
some 600 million lire annually, about one-third as 
much as they paid in to the national government.15 
There was a wide diversity in the financial aptitude 
and prudence of these local administrations, as one 
might expect from their great number and varied 
background of self-government and divergent local 
economic conditions. Curiously, it had been re
served for some of the largest communities to have 
almost the worst experiences in the matter of local 
finance and taxation. In the 30 years between 1879 
and 1909, for example, the aggregate popUlation of 
11 of the largest cities in Italy increased 56 per cent, 
their aggregate expenditures 183 per cent, and their 
non-borrowed receipts 150 per cent. These receipts 
included substantial income taxes, consumption 
taxes, local sales taxes, supertaxes on the national in
come taxes, numerous fees, grants from the national 
treasury, and proceeds of sales of public property. 

The consequence of the overlapping of these local 
taxes and those of the nation was the development 
of a most uneven situation, which produced a good 
deal of rancor. These controversies sometimes 

.. On the detalls of local taxation, see AppendJ.x D, section 5, 
pp.4401I. 
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ended, because of political exigencies, in the govern
ment having to carry the load of this or that pro
vincial or local operation. Naturally the line of de
marcation between national and local finabces be
came more and more hopelessly muddled under such 
conditions. Naturally, too, the taxpayer not infre
quently had to face an aggregate of national and 
local taxes equal to one-half of his total net income. 
This situation was just as likely to occur in the pro
gressive and prosperous municipality as in the un
productive and mountainous countryside. Such a 
development could only encourage evasion on a large 
scale. The gigantic task of reorganizing these 
administrations so as to produce a systematic and 
efficient fiscal machine was sometimes discussed be
fore the war, but it was never undertaken until the 
Fascist Administration took it in hand in the winter 
of 1925-26. 

budget deficits persisted throughout the pre-u'aT' 
period. The reasons for this fact are to be found in 
the two characteristic conditions with which we have 
chiefly been concerned in this section. In the first 
place, the budget was so constructed as to make 
borrowing relatively easy. Even though nothing 
but long-term borrowing on capital account was 
supposed to be covered in the second and third cate
gories, in actual practice, short-term borrowing 
incurred for the purpose of covering deficits could be 
and often was absorbed in those capital accounts. 
In the second place, the failure of the tax system to 
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operate smoothly from an administrative point of 
view and to bring in, year in and year out, all the 
revenue estimated and assessed led to frequent 
shortages in the actual collections. We present the 
summary of aggregate revenue and expenditure for 
the three periods to which we refer at the beginning 
of the section. 

AOOBEGATII: 011' REVIIlNUI!B AND EXPIlNDITt1lII8, 1862-191'. 

(In mdbons of bre) 

Excess of 
Penod Revenue Expenditure expendIture 

over 
revenue 

Jan. I, 1862-Dec. 31, 1875 11,239 15,991 4,752 
Jan. I, 1876-June 30, 1898 32,714 35,764 3,050 
July I, 189S-June 30, 1914 31,991 36,804 4,813 

• The year 1861 otTers 8pecial dlfficulues a8 explained in Ap
pendiX B, p. 335. By revenue 18 meant, gross non-borrowed 
receipts, ordinary and extraordlDary. By expenditure 18 meant 
total dlsbursementB under the first, 8econd, and thud categonel 
of the budget, that is to Bay, both current and caPItal expendI
tur~. 

While it is true that some slight portion of the 
capital outlay included in the expenditure totals 
here shown was recovered through reimbursements 
not shown in the revenue figures,18 nevertheless, the 
aggregate excess of expenditure over revenue would 
not thereby be substantially reduced. 

II As for example, minor BUmI reimbursed by France for join' 
tunnel construction account; see AppendIx B, p. 334, and Ap
pendIx C, p. 361. 
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U. THE GROWTH OF THE PUBLIC DEBT 

In the 50 years preceding the Great War, the 
public debt of Italy showed a steady growth. In the 
order of their importance, the causes of the growth 
of the public debt are as follows: (1), the financing 
of ordinary budgetary deficits; (2), the construction 
of railroads and the underwriting of other public 
utility enterprises; and (3), the issue of public secu
rities in consequence of banking and monetary diffi
culties, in the late seventies and again in the decade 
beginning with 1893. 

The composition of the debt on June 30, 1914, (in 
millions of lire) was as follows: 

ClassIficatIOn Pnnclpal Interest amount 

Consolidated perpetual ••••.. 
Consolidated redeemable .•.. 9,9221 

4,918 531 
Floatmg and accounts current 926 50 (about) 

15,766 581 (about) 

The consolidated perpetual debt is an annuity 
(known as rendita), redeemable at the option of the 
debtor but not of the creditor, while the consolidated 
is an annuity redeemable at stated dates. In addi
tion, there were potential liabilities in the form of 
guaranteed communal and municipal loans (Rome, 
Naples), Land Mortgage Bank securities, bonds of 
the Sicilian Sulphur Consortium, and the like. 

The Italian public debt was on the whole well 
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managed.n The treasury was closely in touch with 
the money market conditions of the world, and took 
advantage of changes in market rates to effect favor
able conversions on a large scale. The most impor
tant of the operations was that of 1906, whereby the 
interest charge on roughly eight billion lire was 
lowered from 4 to 3.75 per cent, with provision for 
its automatic reduction, after five years, to 3.50 per 
cent. This servefl to bring about a rapid repatria
tion of foreign holdings of Italian consolidated stock 
because foreign investors did not take kindly to the 
reduction. The importance of payments abroad on 
this account was thus diminished.18 The effect of 
the conversion upon the aggregate annual interest 
charge on long-term public debt was decisive. The 
outlay on account of interest on consolidated debt 
dropped from 562 million lire in 1905-06 to 461 
millions in 1906-07, a figure lower than had prevailed 
for more than 20 years. 

The debt policy in the years between the conver
sion of 1906 and the Italo-Turkish War aimed at 
keeping a third or perhaps more of the total debt 
outstanding in the form of convertible issues ready 
to be transferred into perpetual debt whenever 

"This statement applies to the larger problems of finance; 
there may have been adequate basIS for technical crlUClSID. 

sa The convel'Slon IS closely assoCiated With the names of Luigi 
Luzzatti, the economISt, and Bonaldo Strmgher, both m public 
office at the time; Malorana was Mmlster of Fmance It might 
be said m passing that only the wealth of foreign exchange, made 
available by the remittances of emIgrants, in the mam, enabled 
thIS transaction to be earned out. 
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market conditions would make low interest rates 
feasible. The events of 1912-13 disarranged that 
program somewhat, and the Great War of course 
definitely put an end to it. The sale of more rendita 
and other securities became necessar~ in 1912 and 
1913, and the interest charge began rapidly to in
crease, the total (except for charges on floating debt) 
amounting to about 530 millions for the fiscal year 
1913-14. 

If the situation of Italy's public finance in the dec
ades just preceding the war had briefly to be char
acterized, it would, perhaps, be just to say that 
financial policies were neither better nor worse than 
those generally prevailing in Europe, but that fiscal 
administration presented more than the usual num
ber of instances of imperfect adjustment of indis
pensable expenditure to reasonably realizable in
come. Yet as things stood on the eve of the war, 
there is a bare possibility that Italy could have gone 
along for some years making substantial headway in 
developing facilities of production and communica
tion without causing unduly rapid increase in the 
public debt. 



CHAPTER IV 

THE FISCAL SITUATION SINCE 1914 

IN THE 12 yearr following the outbreak of the 
Great War, the public finances of Italy were plunged 
into a. formidable state of confusion for years, and 
then painfully restored to order. In this chapter, 
we shall follow this budgetary development during 
and since the war, and review the growth of the 
public debt, foreign and domestic, taking account of 
recent taxation policy. In the three appendices (B, 
C, and D) devoted to fiscal matters, will be found 
the details on which the conclusions here presented 
are based. 

I. THE Bl1DGET DlJlUNG AND AFTER THE WAll. 

Participation in war requires that the public 
treasury be ready to meet any and every request 
for media. of payment which the military adminis
tration of the country may make; and prevailing 
standards of living, as well as consideration for the 
political exigencies of parliamentary bodies, made it 
seem expedient at the outset of the war to broaden 

75 
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the scope of wartime expenditures, so as to include 
the assurance of food supplies and other necessities 
of life for the civil population. Even before Italy 
entered the war, and while a political struggle was 
in progress over the decision she would make, prep
aration even for a defensive policy involved large
scale borrowing operations. In the following section 
we shall refer in greater detail to this borrowing; 
it is sufficient here to point out that even in the fiscal 
year 1914-15 (during only the last six weeks of 
which Italy was actually in the war), more than half 
the actual disbursements had to be made with bor
rowed money. 

The distinction between the two sets of accounts, 
which we pointed out on page 58, becomes of great 
importance in the period now under review because 
of the fact that the widest disparity soon came to 
exist between the authorized expenditures and col
lectible revenues on the one hand, and, on the other, 
the actual receipts and disbursements. So widely 
did they differ, that residual or suspense accounts 
rapidly forged ahead until they equalled actual re
ceipts and disbursements. It was only in 1923 that 
the mysterious labyrinth of the residui began to 
yield to exploration, and eventually to orderly ab
sorption in the current accounts. 

The tables on p. 77 show the Revenue and Expen
diture Accounts-what the government officially 
denominates as the Budget-and the Receipts and 
Disbursements Accounts. 
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RIWENt1JI AND EXPENDlTUBI!I ACCOUNTS, 1914-1926 

(In IWlhons of lIre) 

P18C&1 Year Revenue Expenditure Excess of 
expenditure 

1914-15 ••.•••••••••• 2,730 5,828 3,098 
1915-16 •••••.••••••• 2,863 12,550 9,687 
1916-17 ••••••••••.•. 5,503 21,661 16,158 
1917-18 •..•••••••••• 7,697 26,532 18,835 
1918-19 ••••••••••••• 9,914 33,337 23,423 
191~20 ••••••••••••• 15,513 27,882 12,369 
192(}"'21 ............. 19,288 37,493 18,205 
1921-22 ••••••••••••• 20,442 37,599 17,157 
192Z-23 ••••••••••••• 19,556 24,470 4,914 
192~4 ••.•••••.•••• 20,533 21,156 623 
1924-25 •..•••••••••. 20,440 20,023 417-
1925-26 .•••••••••••. 20,390 18,901 1,489-

• Excess of revenue over expendlture. For certain figurf's for 
1925-26, see Chapter lX, p. 210. 

RECEIPTS AND DISBURSEMENTS ACCOUNTS, 1924-1926 

(In millions of hre) 

FIscal Year 

1914-15 •••••••••••••••••. 
1915-16 •••••.•••••••••••. 
1916-17 •.•••••••••••••••• 
1917-18 •••••••••••••••••. 
1918-19 ••••••••••••••••.. 
191~20 •.•••••••••••••••• 
192(}"'21 •••••••••••••••••• 
1921-22 •.•••••••••••••••. 
192Z-23 •••••••••••••••••• 
192~4 .••••••••••••••••• 
1924-25 •••••••••••••••••• 
1925-26 .••••.•••••••••••• 

Receipts 

2,340 
2,894 
3,701 
4,971 
5.921 
8,649 

11,281 
14,233 
16.099 
18,654 
20,566 
21,499 

Disbursements 

4,812 
9,997 

17,389 
26,106 
25,846 
20,515 
23,946 
20,428 
18,054 
16,007 
18,490 
18,697 

The extent to which the items differ from year to 
year in both sets of accounts is striking. Perhaps 



78 ITALY'S ECONOMIC POSITION 

the best gauge of tendency towards financial equilib
rium is to be found in a comparison of the authorized 
expenditures column in the first of these tables with 
the actual receipts column in the second table, 
whereby it will be observed that collections tended 
steadily to overtake new commitments, and finally 
passed them in the two years beginning with 
1924-25. 

1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 

STATB OF THII PuBuc TREAsURY. 1914-1926 

(In mlllions of lIre) 

ABof General Author- Total Obhga-
June 30 fund lzed re- bons credits sources 

......... 347 1,435 1,782 1,170 

.......... 178 1,672 1,850 3,068 

.......... 328 1,891 2,219 4,934 

.......... 492 2,529 3,021 10,014 

.......... 1,1OS 5,374 6,482 18,467 

.......... 920 12,128 13,048 30,209 

.......... 2,473 13,267 15,740 32,602 

.......... 2,291 20,631 22,922 38,252 

.......... 3,065 17,201 20,266 42,092 

.......... 4,580 6,045 10,625 41,836 

.......... 1,944 5,173 7,117 38,425 

.......... 1,277 2,717 3,994 29,754 

.......... 3,003 6,488 9,491 29,711 

EIcellB of 
out-

standmg 
obhga-
tlOns 

over re-
sources 

612 0 

1,218 
2,715 
6,993 

11,985 
17,161 
16,862 
15,330 
21,826 
31,211 
31.308 
25,760 
20,220 

o Excess of resources over obhgatlons, For WscusslOn of figures 
for 1925-26. see p. 80. D. 1. 

One of the most interesting indices of the magni
tude of the financial strain is the state of the 
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Treasury Cash Fund from year to year. In the table 
just shown appear, first, the cash on hand; second, 
moneys in process of collection and other credits; 
third, all outstanding and unsettled liabilities, in
cluding all current Treasury warrants, checks and the 
like. 

At the beginning of the war, the general cash 
fund was quickly exhausted and the Treasury's re
sources thereafter consisted largely of credits as yet 
unrealized. As the payments indicated in the second 
table on p. 77 kept piling up, and the assessed and 
collectible revenues set forth in the first table failed 
to come to hand promptly, the cash balance had 
to be built up by 'more and more frequent resort 
to borrowing. After the war, the needs of the State 
began slowly to diminish, and the credits became 
more liquid. The retirement of short-term in
debtedness or its conversion into debt of more 
distant maturities permitted the cutting down of 
the miscellaneous obligations of the Treasury and 
the reduction of the cash balance. Formerly sub
stantial, this balance had been brought down, by 
June 30, 1925, to 1,277 million lire. During the 
fiscal year 1925-26, however, there were important 
changes in all of these items, as well, apparently, as 
in the underlying policy. 

The general fund rose by June 30, 1926, to 3,003 
millions, while the authorized credits were well over 
double their total a year earlier; the total "re
sources" of the treasury exceeded their aggregate of 
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June 30,1925, by five billion lire. The source of the 
increase lay mainly in foreign credits and the con
tinued sale of treasury certificates. The Minister of 
Finance stated in the late spring of 1926 that he felt 
a slight increase in the floating debt caused by this 
continued sale of treasury certificates to be wholly 
warranted in view of the popularity of the bonds 
among the public desirous of safe investments, and 
in view, also, of the necessity for extensive resources 
of cash. The currency restoration program an
nounced in September, 1926, was clearly in mind 
when the policy of deferring the further contraction 
of the floating debt was determined upon in the 
earlier months of that year.1 . 

More than two-thirds of all that was disbursed be
tween 1915 and 1925 went in the form of direct and 
indirect war costs. In Tables IVa to IV d of Ap
pendix B, the reader will find analyses of these ex
penditures, so far as authorized, which relate to the 
war. The rapidity with which progress is being 

I In the total of "oblIgations" for June 30, 1926, in the table 
on page 78, treasury certificates account for 16,837 millions 
Outstandmg treasury warrants amounted to 1,148 mllhons, as 
agamst 1,623 millions the prevIous year The superficial manner 
in which foreign cntlcs see fit to pass upon the financial affairs 
of a given country is well Illustrated by the effort made m the 
summer of 1926 by reputable publications outside of Italy to 
attach great Significance to the volume of these warrants on 
May 31, 1926, when they amounted to 16 billIOn lIre The 
magnitude of the treasury's foreign exchange operatIOns dunng 
the fiscal year, and the nonnal volume of treasury transactions 
accumulatmg towards the end of the year qUite suffice to explam 
the state of the accounts on May 31, WIthout affording the 
slightest baSIS for mferentlal conjectures as to "round-about bor
rowmg through the defennent of disbursements." 
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made in this direction can be comprehended only by 
reading in full the exposition of the residual ac
counts which we submit in the last section of Ap
pendix B, wherein the residui are analyzed down to 
June 30,1925, (Tables VIII and IX). Within a few 
years, perhaps, the definitive liquidation of these ac
counts can have taken place, and their publication 
in final form will doubtless follow. Only when this 
occurs will it be possible to write the budgetary 
history of the war and rehabilitation years, and once 
for all accept or modify the severe judgments of 
Italian economists who have indicted the financial 
management of the years 1915-1922 as wasteful and 
improviden t.1I 

Yet, as we look back on the record of those years, 
we realize how little time the fiscal authorities had 
to think out their policies carefully and for any con
siderable period ahead. For the most part they
and bureaucracies, as well as legislatures, elsewhere 
-had to grope their way through unprecedented 
situations. Military outlays knew no bounds; the 

• ProCe&'!or Federico Flora, an eminent authonty on publio 
finance, has characterized the war financee of hIS country by a 
pungent phrase: "The State, reckless waster of the money of 
others" (10 Stato duapulatore Benza Ireni del denaro altnA), La 
polltlca economlca • finanlfllJna del FasCl8mo, Mllan, 1923, p. 36. 
Professor Serplerl, a distingUished member of the Cabinet in 
1923, condemned the "helpless mabillty of the administrations 
which followed the war to meet expenses," Pouhca agroria del 
govemo naZionale, Rome, 1924, p. 9. Many other such expre&
Blons could be Cited. Foreign observers have been less severe, as 
for example, ProCessor Jeze, Les finances de guerre de "ltall8 
(only to 1916, however, when It was published), and Erneet 
Lemonon, L'I/.alie d'apres-guerre, PariB, 1922, Chapter IV. 
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cost of food, fuel, and other supplies that had to be 
imported mounted from month to month; war in
dustries had to have funds for their tremendous pay
rolls and outlays on materials, pensions, allowances, 
and subventions. From every direction came de
mands for currency, and currency could be had only 
by unlimited use of the national credit. By the 
closing years of the war, taxation was furnishing, on 
the average, barely an eighth of the aggregate ex
penditure. 

The three fiscal years from 1919 to 1922 were 
marked by staggering deficits. The momentum of 
war-time ideas and methods was too great to make 
post-war readjustment easy or expeditious. The 
mirage of indemnities was too glittering and the 
anticipation of post-war trade expansion too lively 
to permit war-time methods of finance to be quickly 
overcome. The war, as has already been said in an
other place, greatly stimulated the process of indus
trialization of the country; and consequently by 
1919, war profits had grown so rapidly that the 
prospect of a gradual approximation of dependable 
direct revenues to indispensable expenditures may 
have seemed by no means hopeless. The expendi
tures which could be discontinued as soon as the war 
should end and pending obligations liquidated, 
doubtless appeared to the generality of observers, in 
1919, to be much the larger portion of the totaL 
Only the most far-sighted students were disinclined 
to accept the general assumption that price levels 
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would remain stable and that world consumption 
would not only automatically snap back to pre-war 
volume, but would even lose no time in exceeding 
the latter in order to make provision for several 
years' enforced refraining from normal consumption. 
Except for these discerning but unheeded few, 
persons in business or public life generally took it for 
granted that, whereas the cost of military opera
tions would shortly cease to figure in treasury ac
counts, the yield from greatly augmented business 
activities-even though taxation rates were duly 
reduced in the near future-would enable the gov
ernment to reach equilibrium at a. reasonably early 
date and lay the groundwork for a. comprehensive 
plan to reduce and ultimately to extinguish obliga
tions incurred because of the war. But the disillu
sionment which Italy had to share with the rest of 
the world as to the utter baselessness of these 
assumptions was destined sooner or later to find re
flection in the national finances. 

In 1920-21, taxation produced approximately 1,167 
million lire more than in the preceding fiscal year. 
The borrowing at home and abroad had added to the 
national debt over 50,000 million lire by the close 
of 1919. Much of this borrowing, as will be seen 
later, was on a. gold basis. In the three following 
fiscal years, 35,000 millions were borrowed either 
through perpetual or short-term domestic loans, 
bank advances, or callable credits opened abroad. 
Nothing has been more severely condemned than 
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these increases in debt in the post-war years. "More 
new debt in two years than in the 53 years before 
the war!" observes Professor Flora. But, of course, 
it has to be borne in mind that in 1919-1921, all the 
mushroom independent accounts created during the 
war began to be absorbed in the main budget. In 
those years, too, contracts were being liquidated; 
worse yet, the burden of the bread subsidy-running 
as high as four billion lire annually-was still being 
carried. Those in power manifested no intention 
to make the people go through a period of sacrifice 
and of steady withdrawal of the government from 
their support; in their administration of the railroads 
was to be found, perhaps, the least excusable 
example of their unwillingness to curtail unneces
saryexpense.3 The fiscal year 1921-22 closed, there
fore, with the treasury still far from any prospect of 
finding the means to payoff its accumulated bor
rowings to cover the gap between expenditures and 
non-borrowed revenues. 

The three fiscal years beginning in 1922 8howed a 
distinct improvement. Methods of collection were 
becoming steadily more efficient even before the 
change in government which occurred in the fall of 

• There were 14 6 employees to every kilometer of the State 
railroads in 1921. The average pay rose from 9,553 hre (192G-
21) to 10,946 lIre {1921-22}. A responsIble engmeer, after an 
exhaustive study of the problems of raIlroad finance, recom
mended the reductIOn of 39,000 employees, and the suppressIOn 
of 1,500,000 passes. The old formula of the SOCialIsts had been, 
accordIng to Professor Flora, "the raIlroads for the railroad 
workers" j It became after the war "the railroad receIpts for the 
railroad workers, and the railroad expenses for the taxpayers." 
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1922, in consequence of which the long reign of the 
Liberal Party came to an end and the first frankly 
conservative administration in many years took 
charge of the government.· 

It is, of course, not within the purview of this 
study to examine the reasons for the collapse of the 
Liberal regime, which had governed the country 
alone or in coalitions for two score years, but refer
ence will be made presently, in connection with 
recent taxation PQlicies, to some of the motives 
which may have exerted considerable influence in 
arousing the conservative classes to energetic 
measures. The outstanding fact, whatever its cause, 
is that the fiscal years beginning July 1, 1922, have 
shown a constantly closer approximation of revenue 
to expenditure; and a definite surplus of revenue 
over expenditure was achieved in the fiscal year 
1924-2.5, the first in many years. 

To the Fascist Administration is due lull credit 
lOT this decisive improvement. The gradual drop in 
the budget deficit which was in prospect when, in 
1920-21, all the accounts were resolutely consoli
dated into the four pre-war "categoriesJJ (Receipts 
and Expenditures, Railroad Construction, Capital 
Movements, and Transfer Accounts) would have 
proceeded regardless of any change in the direction 
of public affairs, it will readily be granted; but the 

• At the outset, to be sure, the Fascist Administration included 
a number of elements classlfiable as "Center" or even "Left.": 
It was a coalitIOn government for a time. 
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rapidity of improvement which characterized the 
fi!'\cal situation since 1922 could hardly have occurred 
but for rigorous and skillful management of the 
nation's finances, backed up by an administration 
which had no cause to consider compromise. The 
champions of the pre-Fascist administrations are 
quite right in saying that the worst of the budgetary 
crisis had passed before the Fascist administration 
began; but it is unlikely that the reorganization of 
departments, the introduction of large-scale econo
mies, the rapid liquidation of outstanding residui 
and the many other steps which were taken by the 
new administration could have been carried through 
in many years except by an authoritative regime 
animated by extreme zeaJ.II 

The most striking example of this zeal and its con
sequences is the restoration of the railroad system 
to a basis of self-support, and even of modest sur
pluses, after allowing for some railroad expansion, 
electrification, and like expenses. As much as 176 
million lire were turned in by the Railroad Admin
istration by way of surplus for 1924-25; while for 
1925-26, the surplus seems likely to have been larger. 
The Fascist Administration seemed possessed, in its 
initial stages at least, of a veritable spirit of crusade 
to discipline bureaucracy (and parliamentarism, as 

"Former finance ministers and other ex-eabinet officers have 
been claiming tftat they laid the foundatIOn for the reforms of 
de'StefaDl; see remarks of Paratore, quoted in Economic ReVIew, 
June, 1923, and the book of I. BonoIIll, From SOctallS17l to 
F08Cl8m, L.ondon, 1924. 
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well) into a thoroughly tractable and resourceful 
service to what were idealized as national interests; 
and perhaps nothing less than a spirit of crusade 
could have quickened the reduction in budget 
deficits as has been the case since 1922, and forced 
the very "spirit of government" to learn how to get 
along with less and less.s The vigorous reduction 
in personnel in every branch of the service, and 
the suppression of all expenditure not essential to 
public administration or directly productive of eco
nomic reinforcement have continue.d to mark the 
policies of the Fascist administration clear into the 
fiscal year 1926-27. 

II. THE GROWTH OF THE Pl1BLIC DEBT, 191(,1926 

The results of a succession of unbalanced budgets 
during the war period and the years immediately 
thereafter are strikingly manifested in the growth of 
the public debt, domestic and foreign. On the other 
hand, the success of the Italian government since 
1922 in effecting a thorough-going fiscal reorganiza
tion is shown in the checking of the growth of the 
debt and in a reduction of the rate of interest on 
government loans. Attention must first be given to 
the changes in the amount of the domestic debt 

• A remark of J. B. Say, made long ago, seems to be quite in 
point on the reSIstance of governmental authorities to reduction 
In budget outlays. "The temporary misfortune of war becomes 
a lastmg misfortune in consequence of resort to war borrowing, 
for governments cannot cut down their expenditure once they 
have secured authorllation for them." Cour, comple& cfecOfIOmie 
politique pratique, Brussels, 1843, p. 543. 
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from the outbreak of the war until the summer of 
1926. 

A. The Domestic Debt 

The period from 1914 to the end of the fiscal year 
1925-26 falls readlly into three groups of years: 

THE DOMESTIC PUBLIC DEBT, 1914-1926· 

(FIgures for June 30; in millions of lire) 

Classification 1914 1919 1922 1925 ._--------
FUNDED DEBT ....... 14,840 34,416 56,600 63,258 

Consolidated ...... 9,922 23,514 44,448} 
Redeemable ...... 4.918 5.067 4,920 63,258 
Intermewate ........ . ... 5,835 7,232 ------------

FLOATING DEBT . . ...... 926 25,797 36,043 27,589 
Treaswy certificates. 380 15,054 25,312 17,589 
Advances from banks .... 8,026 8,049 7.068 
Treasury currency. . 486 2,267 2,267 2,100 
Accounts current .... 60 450 415 832 ------------

TOO'AL •••••••••••••• 15,766 60,213 92,643 90,847 

1926 
I-
63,453 

63,453 

---
27,856 
17,832 
6,729 
2,100 
1,195 ---

91,309 

• Based on Documtlntl BUlla c01Idlzione finanziana ed eco
nomlCa, December 8, 1923, pp 222-3, and Gazzetta ufficw.le, Supple
mento, July 24, 1925, and July 20, 1926 The definite figures as 
to the amounts outstanding of the several dIVISIons of the 
funded debt are not gIven In the latter Bources In a form com
parable WIth the statement for prevIOus years m the Documentl. 
But It appears that approximately 12,374 million of the mter
mewate bonds (3 to 9 years). were outstandmg on June 30, 
1925, and 12,408 mllhons one year later. 

The table of domestic debt WIll look very dIfferent on June 30, 
1927, as a result of the consolidation of fioatmg debt effected In 
November, 1926 (see p. 371) and the currency reform of Sep
tember (see pp. 197-8). 

1914-1919, 1919-1922, and 1922-1926. The first of 
these periods is; to be characterized as one of indis
criminate borrowing either through the issue of 



FISCAL SITUATION SINCE 19140 89 

paper currency, the flotation of long-term loans, or 
the short-time operations required for day-to-day 
treasury needs. With a view to illuminate the fol
lowing discussion relative to these periods, there is 
submitted on p. 88 a tabular statement of the do
mestic public debt of the Italian government for 
certain years, the figures for 1914 being repeated 
here for the sake of convenient comparison. 

1. TV ar borrowing.-Five loans were issued dur
ing what is commonly called the war period, one of 
them, however, before Italy's entrance into the 
struggle. The following tabular statement presents 
the yield of the respective issues both in paper lire 
and in lire having the purchasing power prevailing 
before the war. The figures in both columns are in 
millions.' 

Date of ISSue Paper lire Pre-war lire 

December, 1914 ••.•.•.•.•.•• 881 933 
June, 1915 .................. 1,124 878 
December, 1915 ............. 2,637 1,547 
January, 1917 ............... 3,700 1,613 
January, 1918 ............... 5,926 1,632 

14,268 6,603 

'The reduction to pre-war lire is on the basis of wholesale 
price mdlCCS compiled by the League of Nations' Statistical 
Service; which explams why the pre-war eqUivalent of the actual 
Yield of the loan of December. 1914, could appear 80 much 
greater than the actual Yield The hra was at a conSiderable 
premium In the early wlDtl'r of 1914-15. See Appendix C, p. 366: 
but see also, ID AppendiX D, p 461. dIScussion as to the -effect of 
the currency depreCiation on the present gold value of these 
loans. 

It has not been pOSSIble to determine with exactness the yield 
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Despite this large-scale resort to the distribution 
of long-term securities among the people of Italy, 
treasury borrowing from banks steadily grew until 
by the end of the fiscal year 1918-19, the short-term 
debt constituted roughly 43 per cent of the total 
domestic indebtedness. 

2. The tra'Mition period, 1919-19~~.-This period 
is characterized mainly by the steady growth of the 
national debt through the dangerously rapid in
crease in floating indebtedness. To be sure the 
relative proportion of floating to funded debt tended 
to improve by reason of the issue of the sixth and 
largest of the national loans in January, 1920, which 
yielded 18,384 million lire or roughly 3,624 million 
gold lire. 

By the end of the fiscal year 1919-20, therefore, 
the consolidated debt had risen to more than 52 
billions-43 billion lire in the form of perpetual 
annuities, 5 billions of debt redeemable at the 
option of the holder, and 4 billions rede'lmable at 
fixed dates. The miscellaneous short-term obliga
tions of the government-three months' notes, 
treasury certificates, current accounts at the Bank 
of Italy, or the Cassa dei Depositi e Prestiti, 
and the non-interest-bearing currency issues-had 

as dIstinguished from the nomInal amount, of all domestIc and 
foreIgn borrowIng; but In hIS ProspettIV6 economiche for 1925, 
pp. 381-95, Professor Mortara includes estImates which accord 
well WIth the records of receIpts and dIsbursements. AccordIng 
to these figures, some 62 bIllIons of paper lIre net were derived 
from the domestIc loans aggregatIng 80 bIllIons, and from the 
foreIgn loans some 27 billIons net. 
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shrunk somewhat in the aggregate because of the 
conversion operations involved in the sixth national 
loan. The aggregate floating debt on June 30, 1920, 
was 22 billion paper lire, but almost immediately it 
began again to rise, attaining the figures of 31.3 bil
lions at the end of the fiscal year 1920-21, and 36.1 
billions on June 30, 1922. 

3. The period oj reconstruction, 1922-1926.
Even before the establishment of a. new administra
tion in the early fall of 1922, the crest of the flood 
of indebtedness seemed to have passed. In any 
case, the new regime marked its accession to the 
control of public affairs by a persistent effort to 
reduce the floating indebtedness. 

On June 30, 1923, the floating debt stood at 35.4 
billions, and the aggregate internal debt of _95.5 bil
lions. By June 30, 1924, the floating debt had fallen 
to 32.6 billion lire, and the aggregate internal debt 
to 93.1 billions. These amounts were still farther 
reduced in the fiscal year 1924-25, becoming re
spectively 27.5 and 90.8 billion lire. Finally, at the 
end of the fiscal year 1925-26, the floating debt 
amounted to 27.8 billions and the aggregate inter
nal debt to 91.3 billions. New categories of inter
mediate obligations-bonds for seven, nine, and 
twenty-five years, long-term reconstruction issues 
and the like-had been established with consider
able success in absorbing large amounts of floating 
debt, while the huge cash balance in the Treasury 
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was applied to the liquidation of short-term notes 
as they came due.8 

The finance ministry has got rid of a huge mass 
of unsettled debit balances, reducing some of them 
to floating debt and cancellmg others, and has thus 
brought down the outstanding volume of internal 
debt by several billion lire. The floating debt, 
which in 1919, had constituted roughly 43 per cent 
of the total domestic debt-in 1920, 30 per cent; 
1921, 36 per cent; 1922, 39 per cent; 1923, 37 per 
cent-had fallen by 1924 to 35, at the end of the 
fiscal years 1924-25 and 1925-26 to 30 per cent. 

o The reduction in the cost of borrowing has been 
the most significant index of progress in the man
agement of the public debt. The rapidity with 
which the budget was balanced, the avoidance of 
borrowing, the fiscal measures favorable to accumu
lation of capital, the exemption from taxation of 
capital sent from abroad for investment in Italy, 
and other factors soon restored the prestige of the 
domestic debt as an investment, and by the end 
of 1923 several long-term issues actually achieved 
market prices just short of their par values.9 It 
became evident that the government was causing 
certain issues, notably the 5 per cent consolidated, 

• See table on p 78. For reference to consolidatIOn of fioatmg 
debt 1D November, 1926, see p 371. 

• Average quotatIOns all Itahan Stock Exchanges of 31h and 5 
per cent consolIdated natIOnal loan, 1913-1925. 

1913 1918 1919 1920 11121 1922 1923 1924 1925 
3¥.. per cent 

consolidated 98 59 80 59 8402 15 12 12 25 1299 18.00 83 54 1633 
:I per cent 

consolidated - 9848 9014 19.31 1653 8018 81.70 9729 114.51 
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to be brought up on government account, with a 
view, no doubt, to pave the way for large-scale con
versions, within a few years, of short-dated notes 
into this issue, as well as to facilitate at a later date 
the conversion of the entire 5 per cent issue into an 
issue at some lower rate of interest. Once the 
direction and purpose of the treasury's operations 
were sensed by the public at large, extensive buying 
of nearly all issues resulted. This operation is one 
which the treasury can carry out successfully only 
if conditions are generally favorable in the money 
market and in the country as a whole. 

The diminution in the outstanding volume of 
treasury certificates by some four billions of lire in 
the fiscal year 1924-25 was in reality a remarkable 
feat for the treasury to carry through, in view of 
world conditions, and especially Italian conditions, 
as they were in that year. It resulted in a sharp 
decline in the cash balances of the treasury-a de
cline attended by a certain amount of risk, to be 
surej but this was more than balanced by the 
marked reduction in the cost of current financing 
to the Italian treasury. The average rate of the 
treasury borrowing was slowly pressed down. For 
the fiscal year 1923-24, it amounted to 4.80 per 
cent, but in June, 1925, as a consequence of the 
currency and exchange disturbances, it rose to 6 
per cent, making the average for 1924-25, 5.10 per 
cenl The rate for the fiscal year 1925-26 seems to 
have averaged somewhere between 5.25 and 5.30 
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per cent. A reduction might have been posslble if 
the government had not renewed some of its short
term borrowing so as to have funds to apply to 
public works and irrigation activities intended to 
make the soil of the peninsula, slowly drying out, 
more capable of supporting the nation. The 
great aqueduct through the province of Apulia, 
for example, was vigorously pushed to completion 
by the Fascist administration. A public work of 
this kind, with its total length of fully 1,500 miles 
(including branches) no doubt justified the delay in 
debt consolidation inasmuch as upwards of fwo mil
lion people thereby secure a dependable and plenti
ful supply of water, and become better able to con
tribute to the future taxation program of the State. 

B. The Foreign Debt 

We shall turn now to the foreign borrowing of 
Italy.10 From the beginning of the war, Italy bor
rowed in Great Britain; and as soon as the United 
States entered the war, Italian borrowing from the 
United States treasury began. The purposes for 
which this borrowing took place hardly call for dis
cussion, but we have reproduced in Appendix C an 
official list of the commodities purchased on italy'S 
account in or through Great Britain with the money 
loaned by the British government, and those pur
chased in the United States with the proceeds of 
the credits established by the treasury at Washing-

.. See Appenrux C, Section IV, p. 371. 
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ton. From 1915 until 1920, a capital sum of about 
£377 millions was credited to Italy by Great Brit
ain, for which Italy gave special bonds to the Bank 
of England, the interest compounding automatically 
at a rate governed, in the main, by the cost of money 
at the Bank of England. The interest amounted to 
some £216 millions by July, 1925, wliile by the time 
the British Italian funding agreement was. signed in 
January, 1926, the total of the principal and interest 
had risen to £610 millions.l1 The total principal 
credited to Italy by the United States and actually 
used by the former power amounted to $1,648 mil
lions. The credits were extended substantially on 
the understanding that Italy should ·pay the same 
rate of inlerest as the Government of th~. United 
States paid to its own citizens on the securities sold 
to them against the loans to Italy. This meant, by 
the end of the war, a rate of 5 per cent; bqt the 
question of interest remained unsettled until the 
negotiations of 1925. 

The equivalent in gold lire of the aggregate cap
ital sum of Italy's foreign debt as it stood in the 
middle of 1925, would have been something between 
25 and 26 billions, representing, in paper lire up:
wards of 120 or 125 billions-a. sum materially in 
excess of the domestic debt.12 

.. Regardmg the fundmg of Italy's deb~ to Great Britain and 
the Untted States, see Chapter LX, and Appen<!,ix C, p. 380. 

II On the assumptIon, of course, that no o.ther foreIgn debt than 
that to Great Brltam and the UnIted States should be finally 
recogntled. There 18 an tmSettled ISSUe between France an'" 
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The latter then amounted to 91 billions in paper 
lire, equal, at the rate of exchange prevailing in 
1925, to just over 18 billions in gold. The domestic 
and foreign debt combined thus equalled more than 
200 billion paper lire in the summer of 1925. In 
the chart on this page are shown the changes in the 
public debt from 1914 to 1925. 

GROWTH OF THE PUBLIC DEBT, 1914-1925 

JUNE 30,1914 

JUNE 30.1919 

100 
BILLIONS OF" PAPER LIRE 

These figures and the chart itself are, however, 
somewhat misleading because of the changing value 
of the currency during the period in question. The 
significance of the increase in public debt will be 
more accurately revealed by comparing the relation 
of the public debt to the aggregate national wealth 
in 1914 with the same relation 11 years later; in 

Italy, covering maintenance and equipment of Itahan troops in 
Northern France In the lnventmre de la ntootwn financWre, 
pubhshed by the Mmistry of Fmance at Pans, In 1924, p 175, 
the net Itahan debit IS set down as 350 milhon francs; and the 
same Item appears at page 142 of the memorandum entitled, 
France and Her Capacity to Pay, submitted by the French Am
bassador to the United States World War Debt Funding Com
ml8Slon in March, 1926 
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this way the factor of price change is eliminated. 
The first of the charts on page 98 reveals the growth 
of national wealth and publiCl debt respectively 
from 1914 to 1925, the latest year for which any 
estimate of national wealth is available. For 
reasons which are indicated in the closing section 
of Appendix D, we have elected to use III billion 
lire as the estimate of the aggregate private wealth 
in the last year or so before the war, and from 500 
to 600 billion paper lire of 1925 as the aggregate 
private wealth in the middle of that year.1B The 
basic figures are in paper lire, it must be borne in 
mind. This difficulty is obviated when, in the sec
ond chart, the percentages of aggregate national 
wealth represented by public debt in the two years, 
1914 and 1925, are placed side by side. 

It will be seen that in 1914 the public debt of 
Italy was equal to about 16 per cent of the total 
national wealth, whereas in 1925 it had increased 
to 35 or 40 per cent. But these percentages do not 
reveal what was after all the paramount change in 
the relative significance of the public debt among 
the major factors affecting the country's economic 

u Adopting 500 as the annual average value in paper lire of 
the gold hre m 1925. the aggregate of pnvate wealth in the 
latter year would thus appear to range from 100 to 120 bllhon 
gold hre. Takmg mto cODSlderation the dlfi'erence in pre-war 
and post-war gold. in terms of purchasmg power-gold prices 
havmg mcreased roughly 50 per cent m the mterlID-one reahaes 
that there has been an actual dec!lne of the aggregate of national 
wealth m the 11 yeara 1914 to 1925. ThIS shnnkage is accen
tuated by the fact that the populatIon of Italy has been increas
ing at a rate m excess of one per cent per annum /3lDce 1920. 



98 ITALY'S ECONOMIC POSITION 

life. In 1914, the public debt was owed almost 
exclusively to Italian citizens and was all payable, 
as to principal and interest, in currency selected by 
the national legislature ; in 1925, on the other hand, 

COMPARISON AND PERCENTAGFl RELATION OF PUBLIC DEBT AND 
AGGREGATE NATIONAL WEALTH, 1914 AND 1925 

PfJBLIC DEBT 
1914 

NATIONAL WEALTIf 

PUBLIC DEBT ti~~~~~=======::1 1925 
NATIONAL WEALTIf 

o 100 200 300 400 .soo 
BillIONS OF'LlRE 

~:;::;~:I~:::::i:::::::il===================J! 
o ~ k k ~ 

PERCENTAGES 
(WEALTIf FOREACff YEAR-IOO) 

considerably more than half the total public debt, 
no matter how computed, was owed to foreign gov
ernments and payable in the currencies of the 
creditors. 

m. TAXATION IN PROPORTION TO AGGREGATE 
NATIONAL INCOME 

The annual growth in Italian tax revenues from 
1914 to 1925 will be found in Table V of Appen-
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dix B. During the war Italy resorted more exten
sively than even France to borrowing as a means of 
raising revenue. This was inevitable in view of 
the unusually large proportion of the national aggre
gate of private wealth in land and related values. 
Nevertheless, Italy raised a large amount of money 
by taxation. The fiscal administrators showed great 
ingenuity in finding new objects of taxation; taxes 
were established on capital profits, and on every 
variety of transaction, amusement, privilege, or 
perquisite. If 

At the end of the war a movement developed for 
the taxation of capital on a vast scale through the 
imposition of a capital levy. The Liberal-Socialist 
coalition. in power in the legislature favored this 
project, and at length a law, identified with the 
name of the then Minister of Finance, Soleri, was 
enacted creating such a tax, although as worked out, 
it has amounted to but little more than an ordinary 
tax on wealth for 30 years. This law affected only 
fortunes in excess of 50,000 lire, and its rates ranged 
from 4.5 per cent up to 50 per cent on declared 
assessments based on property holdings of January' 
1,1920.11 The chief consequence of the experiment 
was to stimulate the exportation of capital, and to 
sharpen the determination of the propertied c~ 

.. For a detailed review of this subject. see Appendix D, Sec
tion II, p. 428 • 

.. The manmum rate of 50 per cent was established for for
tunes m excess of 100 million lIre. The proVISIons of the Jaw 
are discussed m det&l in Appendix B, pP. 429-30. 
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in the country to have done with the succession of 
coalitions shifting the administrative control of the 
country from one to the other and disclaiming re
sponsibility for chaotic financial conditions. 

The Fascist Administration effected thorough
going taxation reforms. The new Minister of 
Finance at once declared that he favored lower 
rates, stricter methods of assessment and impartial 
application of the tax laws to all lawfully within 
their scope. The progress of the Ministry of 
Finance, thus given a free hand for non-political 
and efficient effectuation of the law, was quite 
remarkable in catching up with tax collections and 
in making the law reach those whom it concerned. 
Many thousands who had ignored requirements as 
to tax schedules, and the like, were sharply brought 
to book; older assessments were raked over and a 
cumbersome mass of disputed payments was expe
dited through the tribunals. 

More important still were the broad policies laid 
down by the administration in the whole field of 
taxation. In the eyes of those responsible for pub
lic policy, the flight of capital had to be discouraged 
and, if possible, the investment of foreign capital in 
Italy was to be stimulated. Therefore, they abol
ished all inheritance taxes except on estates passing 
beyond the third degree of kinship. Capital from 
abroad was exempted from various kinds of taxa
tion for a term of years. The task of reorganizing 
the whole tax structure was next undertaken. It 
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was completed in the late fall of 1925, when the 
reorganization of local taxation was taken in hand. 
As it stood in the winter of 1925-26, the taxation 
system of Italy as a whole would compare satis
factorily with any of the systems of large industrial 
countries, so far as logical basis and orderly develop
ment are concerned; and from the administrative 
point of view, Italy now stands weIr up in the list 
of countries whose fiscal services are not only effi
cient but reasonably up to date in their tasks. 

In proportion to income, Italy's taxes are heavier 
than those 0/ any other important country. This 
conclusion rests upon an investigation of the pro
portion of the aggregate national income absorbed 
in taxation, national and local. Moreover, the pro
portion absorbed is considerably greater in recent 
years than it was before the war. 

The figures below (in millions of lire) show the 
situation in 1914 and again in 1925: 

Aggregate Aggregate Taution as 
Year natIonal taxatIon, percentage natIOnal lDcome and local of·mcome 

1914 ................. 20,000 2,600 13 
1925 ................ 100,000 20,600 20 

If we take into consideration the necessity of an 
allowance covering the subsistence costs per capita 
of the population, the burden of taxation is seen to 
be decidedly onerous. The reason for making this 
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deduction is indicated in Appendix D. Even with 
the most conservative allowance that is customarily 
made in the case of Italy, a very small margin of 
income available for taxation and other purposes 
will remain. On the basis of an aggregate national 
income per capita of approximately 2500 lire (paper 
lire of the average purchasing power in 1925), an 
allowance of approximately 1200 lire, as the mini
mum for subsistence, is thought to be reasonable. 
This deduction leaves approximately 1300 lire from 
which tax payments and other disbursements might 
be made. The grQss taxatIOn per capita, national 
and local, of about 500 lire would represent from 
38 to 40 per cent of this remainder. 

The significance of the calculation just made is 
perhaps more vividly brought out by expressing the 
relations in terms of dollars, on the basis of ex
change averages for 1925. First, there must be de
ducted from the aggregate income per capita of 
$100 the amounts needed to cover the mere mini
mum of subsistence ($48), and n~tional and local 
taxes ($20). The balance, say $32, would be all 
that would remain to meet the expenditure inci
dental to health and welfare, education, diversion, 
and the acquisition of goods which represent either 
additional comfort or greater convenience. Of 
course, this margin available for other things than 
bare existence and the exactions of public authority 
has, as a practical matter, tended to be even smaller 
on the average than the 1925 equivalent of 32 dol-
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lars in view of the fact that the Italian people have 
unflinchingly managed to save a modicum of their 
meager national income per capita. 

Even with much more substantial allowances per 
capita for the minimum of subsistence, it is prob
able that no other important country would show 
so great a percentage of income absorbed in taxation. 

Thus, Italy's appearance of vigor and prosperity 
cannot cover the fact that from an economic point 
of view her people are poorer, taken on an average, 
than they were before the war. Moreover, grave as 
the implications of Italy's fiscal burdens in 1925 
must have seemed, the Italian people, in that year, 
had not yet begun to carry the initial load of the 
liquidation of foreign public debt, to say nothing of 
its full weight in after years. 

The seriousness of the situation was not lost upon 
the Italian government. The heavy burden of taxa
tion already borne, the increase in taxation neces
sary in consequence of the program of foreign debt 
repayment and the exchange and currency difficul
ties that had prevailed for more than a year, were 
not only the obvious justification for the thorough
going measures taken by President Mussolini at the 
beginning of the fiscal year 1926-27, but also the 
preliminary steps to the sweeping currency restora
tion program announced two months later. The 
administration called upon the country, early in 
July, 1926, to adjust itself to a restriction of the 
hours during which food and drink might be sold. 
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a requirement that all wheat products be mixed 
with 15 per cent of other cereals, a prohibition of 
the construction of new houses except for workmm, 
and finally, to the introduction of the nine-hour 
working day in place of that of eight hours-osten
sibly at the option of either employer or workers, 
but in reality as an obligatory measure. 

In the light of the considerations submitted in 
this chapter, the drastic nature of the measures just 
outlined need scarcely cause any surprise. The 
question to which they might have given rise was 
not so much "Is such a program necessary?" as it 
was, "Will the government be able to stop at this 
point?" 



CHAPTER V 

THE STATE OF AGRICULT'D'RE 

ITALY is predominantly an agricultural country. 
Even to-day, after her industries have been devel
oped on a considerable scale for two decades, more 
than half the adult working population is still en
gaged in agriculture. While the Italian people are 
thus able to produce the major portion of what they 
eat, they do so under unfavorable conditions and 
with a tremendous outlay of effort. If a bit of soil 
is capable of cultivation at all-even at an exceed
ingly low return to the labor and capital invested
the Italian farmer does what he can to get a living 
out of it. 

Disregard of the law of diminishing returns has 
characterized the actual practice of Italian farmers 
for centuries. They have kept stolidly and persist
ently at their task without much new equipment 
and with natural resources of a seriously limited 
sort, but with numbers of population mounting 
steadily. In spite of these difficulties, it is conceiv
able that Italy's own "agricultural plant" would 
have sufficed to furnish her breadstuff as well as 
other food requirements but for the coming into 

105 
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play of two great factors, both of which operated 
to expand the "wants" of the average individual 
and, among others, a greater demand on his part 
for cereals. Those two factors were, (1), the indus
trialization of the country with its transformation 
of small cities into enormous metropolitan areas, 
and (2), the emigration of millions to other coun
tries. The nature of these two factors and their 
influence on standards of living will occupy the next 
two chapters. Our task here is to analyze the state 
of Italian agriculture as it is, particularly in the 
light of the developments of the last decade. 

I. THE CHARACTER AND BACKGROUND OF ITALIAN' 
AGRICULTURE 1 

Italy is a land of varied agricultural production. 
"In the Alpine districts of Lombardy, Venetia, and 
Piedmont, stock-breeding and forestry industries are 
pursued on lines not unlike those of Switzerland; 
in the irrigated valley of the Po, the farming is that 
of the most progressive countries of Northern Eu
rope; in the districts of Polesine and Ferrara in the 
Venetian provinces, where land reclamation and 

1 The sources for this discussion are mainly as follows· (a) The 
Agncultural Survey of Europe: Italy, prepared for the Bureau of 
AgrIcultural EconomICs of the Department of Agriculture of the 
United States by Asher Hobson, wIth collaboratIOn of 0 R. 
Agresti and P. A McDonnell and edIted by Louis G. MIchael, 
Washmgton, 1925, CIted heremafter as the Survey; (b) the memo
randum on Italy's present economIc status prepared by Professor 
Corrado Gini and reproduced as AppendIX G m thIS volume; 
and (c) Professor Arngo Serplerl, La poktica agrana in. ltalia, 
Piacenza, 1925. 
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arainage projects have been developed extensively, 
farming is similar to that carried on in the rich pas
ture districts of Holland. The vineyards-of Pied
mont are comparable with those of France; those of 
Latium, Apulia, and Sicily with Spanish vineyards. 
The highly diversified farms of Tuscany, where 
wheat is grown between rows of vines festooned 
from branch to branch of the willow trees which 
act as their props, with fruit trees scattered about 
the fields, and olive groves utilizing the otherwise 
barren hillsides, are characteristically Italian. On 
the other hand, the large wheat farms of the Apulian 
tableland, with their industrialized agriculture, ex
hibit a form of farming similar to that prevailing in 
Eastern Europe. Rye and oats are grown in the 
North. Rice is a staple crop in Lombardy; mul
berry leaves and the breeding of silkworms are a. 
source of wealth to the farmers of the Northeast; 
chestnuts are grown on an extensive scale in the 
Tuscan Apennines; citrus fruits, almonds, olives, 
sumach and, on a small scale, cotton, are staple 
crops in Sicily. Wheat and the vine are common 
throughout the peninsula." II The table on p. lOS 
indicates the proportions of the country's area de
voted to various types of cultivation. 

It would not be possible to present here a. de
tailed account of Italian agriculture in its techno
logical aspects or its economic organization. It may 
be suggested, however, that the historic background 

• Surveil. p. 8. 
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of the picture is one quite different from that which 
we find in the United States, where the possibilities 
of abundant and highly efficient production have 

DISTRIBUTION OF ITALY'S LAND AREA· 

Types of land Hectares Percentsge 
) 

Seed lands: 
Cereals ..•....••..•..•.......•. 7,109,300 230 
Temporary grass and other forage 

lands ......... ............... 2,135,300 69 
Other arable and falIow.......... 4,065,800 13 1 

Meadows and permanent pastures.. 6,798,500 219 
Horticulture ....•.........•••..••. 1,492,700 4.8 
Forests (includmg chestnuts)....... 5,583,200 180 
Productive non-cultlvated lands.... 1,251,000 40 I---------r--------

Totsl agrarian and forest lands... 28,435,800 91 7 
Unproductive area •••••..•.••••. 2,562,600 83 

I--~~---I---------
30,998,400 100 0 

* The total land area of Itsly conBlsts of 119,688 square miles, 
equat to 76,597,157 acres, or 30,998,400 hectares; thl8 calculatIOn 
includes the totsl land area of the penInsula, the ISlands, and the 
Provmce of Zara. The table IS based on recent computations 
and appears m the Report oj the Commercuzl, Indu.stnal, and 
Economic S~tuat,on in Italy, publiShed by the Department of 
Overseas Trade, London, 1926, p 63. ThIS report, like those 
which had preceded from the same source smce 1920, 18 a con
venient and trustworthy summary in EnglISh of current economic 
developments In Italy There IS, of course, considerable dIffer
ence of opmlOn as to the' proportion of the country's area which 
is definItely Incapable of being rendered productive. The pro
ductIVe area is roughly eqUIvalent to that of the state of IIlm018. 

been based mainly upon extraordinarily rich nat
ural resources, but also upon a high standard of 
agricultural education and aggressive scientific lead
ership on the part of various government agencies. 
We may quote the words of an Italian a which show 

• Professor Serpieri, La politico agTaria in ltalia, pp. 10-12, quot
ing from Volpi, L'ultimo cmquantennio, Rome, 1924. 
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vividly the contrasting situation in Italy, not alone 
as to natural resources, but also as to the general 
economic and political situation in the last third of 
the nineteenth century. 

It was a country naturally rich here and there, but 
generally poor, and even very poor, with 60,000 square 
kilometers of plains, 100,000 of mountains, and another 
100,000 of hillside. Many regions were to be character
ized as stony; the coasts were half deserted and malarial 
in places. The ruinous deforestation of the country was 
already far advanced and rapidly becoming more pro
nounced according as the construction of roads increased 
the demand for timber. Much land-in fact, too much
was not uncultivated, but badly cultivated, and yielded 
little by reason of technical ignorance, the slight pro
ductivity of the soil, and scarcity of capital. These cir
cumstances were emphasized after the unification of the 
country, when the hunger for land, the increased value 
of production, and the enormous areas thrown on the 
market when the property of the religious orders was 
confiscated by the government, stimulated more propri
etors and peasants than ever to cut down the forests, 
to break up hilly pasture lands, to acquire land, and to 
dissipate the slight capital available in the country, 
emphasizing, in a word, the system of agricultural spo
liation which has so long predominated in our country, 
and which is still to-day the source of deep regret. Prices 
rose in consequence of this situation, but there was no 
agriCUltural progress, because, too, of the obstacles raised 
by other circumstances, such as agricultural pests and 
widespread brigandage in the South. Only towards the 
decade between the 80's and the 90's, when Stefano 
J acini was preparing the final report of the Agricul
tural InvestigatIon, was he able to note the first attempts 
at transformation and progress. 

• • • It was a country with the weakest possible sort 
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of economic vertebral structure, a country wIth stunted 
forms of productIve actIvIty and most unwholesome con
ditIOns in publIc finance. There was lIttle familiarity, 
as a rule, WIth the Idea of asking anythmg of the gov
ernment; and stIll less was obtained than was asked. 
The taxatIOn system was of the most rUdimentary sort, 
the revenues were slender, and the majorIty of the ex
penditures were of the so-called unproductive variety. 
on the army, navy, and public debt. There were sharp 
dIfferences III the economic and social equilIbrIum of the 
different regions, all of whIch looked back (and still 
look back) upon a history and a geography extremely 
varied, intermittent, filled With accIdents and interrup
tions. There was but the weakest attempt at the main
tenance of well-organized, coherent and homogeneous 
social classes; what was evident was the squalor of the 
artIsan class, the diffidence and unmanageableness of the 
illiterate peasantry, ... the tenacious attachment of 
the aristocracy to the past. 

This picture of Italy from about 1870 to 1900 is 
perhaps over gloomy. But certainly agriculture ap
peared to observers in those years to be steadily 
declining in every respect, and after the sharp de
pression in agricultural prices of the eighties,· and 
the launching of a definitely protective program for 
industry,5 the prospects of agriculture as compared 
with those of manufacturing industries was most 
diseouraging. The morale of thosa who lived by 
agriculture was gravely shaken. 

Nor could agricultural progress really show itself 

• See Nourse, E G, American Agnculture and the European 
Market (Investigations In Agncultural Economics, Institute of 
Economics, Washmgton), 1924, Ch. I 

• See AppendIx E, p. 466 
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until a number of factors had begun to have effect. 
Emigration brought some relief; and its indirect 
fruit in the form of substantial remittances con
tributed in part to the improvement of standards 
of living, and in part to the break-up of large 
estates. The industrialization of the Northern cities 
resulted, in the course of time, in an increased de
mand for food supplies, and occasionally gave rise 
to brief spurts of speculative activity. The devel
opment of facilities for communication slowly broke 
down the barrier to the creation of more than paro
chial markets. Feeble attempts at the investment 
of capital for the agricultural betterment of the 
country were made by the government, but more 
often than not had worse effects, by reason of the 
increase in taxes which borrowing necessitated, than 
if the situation had been left severely alone; while 
such policies as the wholesale throwing of monastic 
lands on the market for what th~ would bring had 
the most serious economic consequences. From time 
to time, the attempt was made to give tariff protec
tion to agriculture j and few of the lively tariff con
troversies of Italy aroused such bitter feeling as the 
tariff on wheat flour and sugar.' But those engaged 
in agriculture developed an ineradicable conviction 
that they were gravely prejudiced by the tariff pol
icy of the country, and that in every commercial 
treaty negotiation their interests were regarded as 
quite secondary. This impression gained the greater 

• See Appendix E, p. 470. 
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force according as it came generally to be believed 
that industrial profits were mounting, and as the 
farmer measured off his own endless labor on stub
born soil against the regulated hours of the factory 
worker paid a wage which seemed independent of 
weather hazards at least. In order to improve sim
ilarly the production situation in agriculture by the 
use of agricultural machinery and new methods de
manded an outlay in acquisition and upkeep quite 
out of his reach. Even though co-operative owner
ship was to some extent developed, progress along 
these lines was slow and difficult. 

The war, of course, stimtdated agricultural pro
duction mightily. The necessity of getting food at 
all costs increased production both thfough the 
augmentation of the area under cultivation and 
through the improvement of methods of produc
tion. For several years there was a wave of devo
tion to the idea of national self-sufficiency. "The 
indestructible reality is.domestic production," wrote 
one economist.7 This state of mind prevailed after 
the war; although theories about the internation
alization of raw material supplies were also popular 
and, had they been realized, might have speedily 
put an end to the revived movement for tariff pro
tection for agriculture. They were not realized, 
however, and instead, there came another strong 
reaction in Italy towards protection. The tariff 

YDr. Mario Alberti, l'Economia del mondo prima durante e 
dopo la guerra europea, Rome, 1915. 
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enacted in 1921 was 80 manifestly favorable to in
dustrial protection that the regime then in power 
began to lose prestige rapidly among the agricul
tural elements in the country, beset as they were 
by currency and price difficulties, and convinced of 
the undue bias on the part of the administration in 
favor of manufacturing industries. 

The real test, however, of the validity of the con
tention that agriculture could be vastly improved 
simultaneously with the expansion of industry and 
the raising of living standards-the contention, in a 
word, that all three could be pulled up at the same 
time-was not destined to come under the Liberal 
or Liberal-Socialist administration of the war period 
and the years just following. This was left to the 
Fascist Administration which at the very outset of 
its career declared that agriculture had been neg
lected, and that it would no longer be sacrificed. 
The Fascist leaders, it must be admitted, have ap
peared-even in the embryonic stages of their 
political theory-to take agriculture very seriously, 
and to regard it as did the Oriental sage who once 
wrote that, "The prosperity of the nation is like a 
tree; agriculture is its root, industry and commerce 
are its branches and its leaves; if the root is im
paired, the leaves fall, the branches break off, and 
the tree dies." 8 

eQuoted by Jules Meline. in Le retour ella terre, Paris. 1905, 
p.313. 
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II. AGRICULTt1RE IN THE FASCIST STATE 

The essence of Fascist agricultural polIcy has been 
the stimulation and standardizatlOn of production. 
Agricultural reform meant more to the new dispen. 
sation than the improvement of agrarian conditions 
and the stabilization of prices. It involved the 
reconstruction of the whole national economy in 
such fashion that agriculture, in place of being an 
invertebrate and unorganized calling, should become 
a carefully balanced industry and an integral part 
of the economic system employing only the most 
advanced methods, and counting upon the fullest 
support of all other branches of industry.' 

The task was viewed not as one of finding different 
methods of tenure, but as one of improving methods 
of production and distribution, and of encouraging, 
through credit extension, the development of essen· 
tial types of agricultural products. In emphasizing 

• The program was that of Professor Serpieri, who acted as head 
of the natIOnal agncultural servIce for a year, 1923-24, It was 
known as the program of bomfica mtegrale In place of bomjica 
agrana (Integral Improvement rather than narrowly agricultural 
Improvement) Professor Serplen has outlIned hIS polICIes In 
La pol,t'tCa agrana del govemo nazzonale, Rome, 1924, and In 
La pol.hca agraTia ,11. Italta, Placenza, 1925, and they have been 
analyzed by Professor LorenzonI In the International Review oj 
AgTICultural StatUlt'tCs, January-March, 1925, pp I 89 fl. For dIs.
CUSSIOns of pre-war polIcy, beSIdes the works of Valenti, reference 
may be made to the books of Paul Roux, La questwn agra,re en 
Italte, Pans, 1910, and A SartorIUs von Waltershausen, Dte 
Szz,lzanUlche Agrarverjassung, LeipZig, 1913, which are well worth 
examInatIOn stIli Chap~rs In the work of ProfeSsor GInO Anas, 
La questzone mendzonale, 2 vols, Bologna, 1921, and Professor 
GIuseppe Prato, II Pl>Ilmonte e glt efJeth della guerra, Ban, 1925, 
throw lIght on vanous agricultural problems. 
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the technique of production and of better utilization 
of the land generally, the government was following 
the view of Valenti, who had urged the reduction in 
the area devoted to wheat from 4.7 million hectares 
to 3.5 millions, declaring that with improved meth
ods of production the yield would be increased one
third. Valenti had also recommended the increase 
of livestock holdings by one-third, and the expan
sion of such typical production as would stimulate 
agricultural industries. But all this called for rather 
generous credit facilities, in the main, of course, on 
the basis of public guarantee. At the end of 1923, 
measures were taken calculated to provide the 
required funds, and to create the necessary co
operation between agricultural interests and the 
government agencies for public works.1o 

The extension and reinforcement of the co-opera
tive movement naturally has come within the scope 
of the official program.ll Two great federations, one 

liThe two principal laws are, (1) that of December 30, 1923, 
establlshmg the area (compremorio) for the Improvement of 
which credit was to be prOVided, contractors bemg grouped in 
responsIble assOCIatIOns, and (2) that of July, 1924, pro'(IWng 
elaborate regulatIons for aU credit operations. The subject of 
agricultural credit In Italy 18 discussed m a pamphlet, Il credito 
OflTOno '" Italla, Milan, 1924, published by the Banca NallOnale 
deU'Ajtrlcoltura, which was founded In 1921 by a number of 
agrIcultural consortia, popular banks and others. 

Il The Itahan co-opl'rahves are among the oldest and most 
successful. Accounts of them are given In Co-operation in For
eIgn Countnes, published by the Federal Trade CommiSSIon at 
Washmgton, 1925; Ruml, Il Fatto coopl'rahvo in ltalUJ, Bologna, 
1923; Dr. ~hch81'1 H8InJsch, Dle Landftucht, Vienna, 1925; F. 
Rovelh, Die .talieni8chs AflTOrver/(J8$U7Ig, Karlsruhe, 1908; W. D. 
Prt>yer, D18 Arbelu--und Pachtgen088snscha/t8fl Italiens, Jena, 
1913; and the study of Serplen Cited In note 1 of thJS chapter. 
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with over 2,000 local co-operative banks, the other 
with 3,540 constituent banks,12 carry far more of the 
credit burden than the government itself would ever 
be called upon to assume; and there are auxiliary 
institutions.13 The government, however, has un
dertaken something in the special field of agri
cultural credit to veterans-especially wounded 
veterans.14 

The most important steps in behalf of agricul
t'UlTal self-sufficiency were taken after the spring of 
1925. They were, first, the "battle of the grain"
namely, the attempt to stimulate home production 
of cereals to the point where substantial imports 
would seem to be necessary-and secondly, the crea.
tion of really national agricultural credit establish
ments. The "battle of the grain" became a test of 
nationalloyalty.15 
See also article of F. Luzzatto digested in Eco7W1Tlic Review, 
London, November 14, 1924, p. 420 

U The latter is the Fed(mnione N azionale delle caMe ruroli 
itoliane founded by Senator Wollemborg In 1887, the annual 
Relazume of which for 1924 covers the activIties of thiS federa
tion down to 1922. The smaller federatIOn 18 a consolidation of 
54 local federations, and IS the Federazl.01le llalUln4 delle caMe 
rurali. This body pubhshes an occasional Sltuazume ec01l(mnca. 
The review Cooperazwne popolare, MIlan, 18 devoted to the 
co-operative movement . 

.. Like the I1I8htuh popolari cooperativi di credito per azioni, 
with 829 member banks (having 1,219 branches In alI) . 

.. Decrees orgaruzed the N atJonal Veterans' AssIstance (Decem
ber 31, 1923), and the Agncultural Credit Fund for Wounded 
Veterans (June 19, 1924). 

st. It is. descnbed ~ the Survey mentioned on p. 106. note 1; 
articles m EC01WmlC ReVIeW, October 16, 1925, p. 336; Wlrt
Bchaftsdie1l8t, December 19, 1925, p. 1913; and the International 
Review of Agricultural Statistics, January-March, 1926, pp. 70 If. 
(With valuable bibliography). 
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The tariff duty on wheat of 7.5 gold lire per 
quintal was reimposed, and every other means 
resorted to whereby cereal production could be 
increased. Lecturers and demonstrators were in
creased from 300 to 700 in number; and a grain 
commission busied itself with the development and 
distribution of a national supply of fertilizers. 
Whereas, 12.5 million quintals of phosphatic fer
tilizers were used in 1924-25, it was estimated that 
in 1925-26 no less than 17 million quintals would be 
used.18 Presumably, too, means were sought to fur
nish poor farmers with selected seed free of charge, 
although this would naturally not constitute the 
main interest in the grain commission.n So far as 
the harvests of 1925 and 1926 show,18 the "battle 
of the grain" seems to have been so far a fair suc
cess; and with the larger use of potatoes in place of 
cereals, as recommended by the President of the 
Council of Ministers, and the 15 per cent mixture 
of other cereals with all wheaten products, there is 
a prospect that the country's need for imported 
cereals can at least be prevented from expanding . 

.. The extended use of fertilizers may be surely counted upon 
from now on, aecordmg to the leadmg company manufactunng 
such products, wluch up to the end of 1924 had established 1,250 
demonstration stations of its own; see annual reports of the 
Socleta Generale per I'Industria Mmerana ed Agricola published 
In various journals. 

U Cntlcs have alleged that if more money were spent this way, 
and less on commIttees and conferences, stili better results would 
have been achIeved than was the c:a.se. See Bntls1& Departme1ll 
oJ Overse08 Tmde Report, mentioned lD note on p. 108. 

uSce page 120 for 1925; as to 1926, press despatches report 
proVISIOnal estimates nearly as high as for 1925. 
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The government also undertook to create a single 
agricultural credit bank, analogous to those estab
lished in other countries, with a large initial capital 
and some arrangement for expansion. Then, in the 
spring of 1926, the two Southern banks of issue, at 
Naples and Palermo surrendered this privilege to 
the Bank of Italy,t9 and it was understood that they 
would devote their resources to agricultural credit 
requirements. Apparently, therefore, everything 
within reason was undertaken on behalf of the em
ployment of public credit for agricultural long and 
short tenn and intermediate loans. 

The Fascist administration seems squarely based 
upon an acceptance of the pre-eminent role of agri
culture. The President of the Council of Ministers 
has frequently uttered sentiments to the effect that 
"we must make Fascism a phenomenon primarily 
rural in character." 20 Consequently, it is natural 
that public policy, under this administration, should 
have been directed to promote the diffusion oj 
knowledge as to better methods, and to encourage 
conditions that will mean greater average yields. 

,. See page 183 But the government seems not to have fallen 
into the error of those who "cry out that agnculture needs creru& 
when they really should say that It needs capltal-eomethmg 
qUIte dJfferent:"-a remark of Valenti, quoted by Serpien, p. 163. 

-Serpien, p 68. No small impetus m thIS dIrectIon Wa! gIven 
by the emphatic utterances of the late economIst Vilfredo Pareto, 
such as hIs declaratIOn m 1923 that: "Farmers are the chIef 
element of stabIlIty m the nation, and a government has little 
choice between restmg squarely upon them or upon 'revolution
ary' elements: suspended in the aIr between them, it cannot 
survive." 
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m. mE FOOD S'Ul'PLY PROBLEM 

The major problem confronting the Italian peo
·ple, perhaps, is that of devising measures that will 
prevent their means of subsistence from "definitely 
diminishing"-to use the expression of Dr. Zugaro.21 

This problem is grave, so much so that apparently 
whatever reasonable and feasible measures were sug
gested, the Fascist administration would not hesi
tate to try them. The author of the Survey to 
which reference has already been made, summed up 
the Italian problem as "that of maintaining a bal
ance between agriculture and other industries in 
relation to the rapidly expanding population." This 
problem is serious; yet it is no more so, and perhaps 
a trifle less so, in 1926, than it was at the end of 
the war. 

The area devoted to cereals, Italy's principal 
load product, is to-day a little below the pre-war 
figure. Although Italy has a wide variety of agri
cultural production, made possible by the great 
range in climatio conditions, practically half of the 

• Dr. Fulvio Zugaro, "La produlione del suolo italiano," in 
Annall da ECOfiomaa, Milano I, 192t, pp. 265-300; quotatIOn from 
p. 283. "We may fairly come to the . . . conclusion that the 
production of the soil of Italy is evidently incapable of ade
quately keepmg step With the growth of the population. . . • 
Weare not yet in a pOSition to declare that the means of sub
IIlstence . i . are defirutely dlminishmg It may be the fact that. 
the mdlVldual share of well-bemg of each individual may be 
main tamed undlmmished or even increased, through the aggre
gate labor apphed to the production of our own soli, to raw 
matenals from abroad, to partly fabricated goods from abroad, 
or to the rendering of serviceS to foreigners either in or oqt!jlde 
of Italy." 
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cultivable land is used for the production of cereals. 
The table below shows the area devoted to cereals 
before the war and for the period 1921-1925, within 
the present boundaries. 

Crop 

BREAD CEREALS: 
Wheat .•... 
Rye •..••••. 

0'l'1lER CEREALS 
Barley ..... 
Oats ...... 
Com .••.•• 

ALL CEREALS •• 

AREA DEVOTED TO CEREALs· 
(In thousands of acres) 

Average 1921 1922 1923 
19~13 ------
12,139 12,204 11,809 11,869 
11,793 11,877 11,489 11,554 

346 327 320 315 --------
6,013 5,527 5,601 5,582 

647 585 576 569 
1,276 1,225 1,214 1,223 
4,090 3,717 3,811 3,790 --

18,152 17,731 17,410 17,451 

• Survey, p. 19. 

1924 1925 
----11,589 11,977 

11,280 11,673 
309 304 ----

5,582 5,514 
571 576 

1,181 1,202 
3,830 3,736 -----

17,171 17,491 

Only a quarter of the land devoted to cereals is 
low land; the bulk of it is hillside and mountain 
slope. Historical reasons are largely responsible for 
this unusual situation. The conditions existing in 
antiquity and in the middle ages made other coun
tries the granaries of Ifaly, whose own best soil was 
given over to the extensive cultivation of other food 
stuffs, or to great pastoral estates. The peasant 
farmer class found what sustenance it could from 
lands of less value, and over many generations there 
was developed the custom that each fal1Iler should 
raise as much of his family's food from his own land 
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as was possible. Hence the production of grain on 
lands that in other countries would be used chiefly 
for livestock grazing. Hence, also, the relatively low 
average YIelds of gram for the country as ~ whole.22 

The area devoted to sugar beets and, le88 mark
edly, potatoes, has increased since the war. The 
following figures show the pre-war acreage and that 
of recent years. 

AIU!lA DEVOTED TO POTATOI!B AND S17GAB BEIIrII. 
(In thousands of acres) 

Crop Averagt 
1921 1922 1923 1924 1909-13 ------------

Potatoes 759 763 861 860 865 
Sugar beet~'::: 130 159 203 223 306 

1925 

---
84t 
141 

• Survey, p. 19; and Forelgn Crop' and Markets, 1926. The 
sugar beet acreage for 1926 was provISIonally estImated at 180,000 
acres in October, 1926. 

The area devoted exclusively to potatoes has been 
less, both before and since the war, than is the case 
in France, where the acreage exceeded 3.8 million in 
1923, and 3.5 million in 1924. But although Italian 
production of potatoes has been small if one con
siders the country as a whole, it is a fact that in 

-The average wheat yield for the whole country ranged in 
1924-25 from 20 to 21 bushels per acre. But, observed Valenti, 
the average YIeld means I.Ittie. "ComparISOn with the average of 
29 7 bushels per acre for Germany should be made ,WIth the 
average of 23.8 bushels per acre obtamed in the valley of the 
Po, where wheat IS cultivated on an area larger than 18 under 
that crop in the United Kmgdom and BelgIUm taken together; 
the average of 208 bushels YIeld m the Afuhan plams and lulls 
WIth the average of 18 'bushels per acre 0 Hungary." "L'ItaUa 
agricola dal 1861 al 1911," m Cmquanti anni d, .toria italaana, 
Vol. II, Mllan. 1911, quoted in Surveil. p. 14. 
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northern Italy there has been a traditional fondness 
for potatoes (in soups and other combinations). It 
remains to be seen whether President Mussolini's 
exhortation to his countrymen to eat more potatoes 

PRe-WAR AND POST-WAR AGRICULTURAL PRODUC'l'lON· 

(In mIllIons of quintals or hectolIters. QUintal = 220 pounds; 
hectolIter = 26 42 gallons) 

Annual Annual 
Crop UnIt average average 

1910-14 1921-25 

Wheat ......... ........ QUintals 488 539 
Rye .. 14 1.5 .................... 
Barley .. 20 2.2 .................. 
Oats " 49 5.5 .................... 
RIce " 49 53 .................... 
Com " 258 237 ................... 
Potatoes " 184 181 ................ 
Seed beans " 44 29-.............. 
Other beans " 30 16-............. 
Sugar beets " 18.2 258 b ............. 
CItrus fnnt " 7.3 64-............. 
Other fruIts " 7.6-............. ... 
Chestnuts " 59 52-............... 
Grapes " 65.3 697-.. , ............... 
Wine ................... Hectoliters 423 420 
011 .. 17 20 ..................... 
Forage (hay) ............ QUintals 240.3 ... 

* Based on the Yearbook of the International InstItute of AgrI
culture 

- Average for three years. 
D Average for four years 

and less wheat will bring about a diminution in the 
importAtion of the latter, or an expansion in potato 
cultivation' and consumption. 

Owing to two remarkable h{trvests (1923 and 
1925), recent agricultural output has averaged COTV

siderably above pre-war yield. This is shown in the 
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table on p. 122 wherein are set side by side the 
annual average for the five years ending with 1914 
and that of the five years ending with 1925. 

ANNUAL PBODUCl'lON or br~R1'ANT CBOPB 

Crop 
Annual 
average 1920 1921 1922 1923 1924 1925 
1909-13 --.................... ~-..... -------~---~---+---+-----~ 

Wheat •••••••. 
Rre .......... . 
Rice ......... . 
Com ........ .. 
Barley ...... .. 
Oats ......... . 
Potatoes ..... . 

499 
14 
4.8 

25.5 
22 
54 

16.5 

38 7 52.8 «0 61.2 
1.3 17 14 16 
45 47 46 5.2 

23 1 23.5 19.5 22 7 
14 24 1.8 2.3 
36 56 U 5.8 

16 1 180 146 18.0 

46.3 65.5 
16 17 
59 6.2 

26.8 27.0 
1.9 2.8 
4.8 6.8 

196 220 

Wine - ........ 47.5 43.5 331 356 539 «7 430 
Olive oil-...... 1.8 21 1.6 2.8 19 2.3 16 

- In mlliions of hectohters; the other products in millions of 
quintals. Prehmlnary figures for 1926 were reported in the 
Galletta ulfit-iale, Supplemento 193, p 39, in mllhons of qUintals 
as follows: Wheat, 55.8; rye, 1.7; barley, 2.5; and oats, 5.9. 

In view of the great importance of cereals, it is 
perhaps of interest to show in greater detail their 
production per annum as well as that of potatoes, 
wine, and oil; and this appears above. 

No great increase in agricultwaZ output is pos
sible. In the first place, the acreage devoted to 
agricultural production cannot be very greatly ex
panded. While estimates vary as to the potential 
acreage that can be put under the plow, it appears 
that not much more than 50 per cent of the total 
area is tillable. This may be compared with a cul
tivated area in 1923 of 46.9 per cent of the total 
area. According to Valenti, "The existence of vast 
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stretcheg of unused lands capable of yielding rich 
harvests merely by overcoming the ineptitude of 
their proprietors and applying the necessary labor 
to them is nothing but the fruit of illusion." 28 

The breaking up of great estates, which has for 
many years been discussed as the decisive step in 
the solution of the Italian agricultural problem, pre
sents grave difficulties, and it has been practically 
laid on the table by the Fascist administration. The 
division of large estates has always proved an ex
pensive and cumbersome operation, and as recent 
experience elsewhere in Europe has shown, it does 
not necessarily result in increased. production-at 
least for some years. As Italian officials now view 
the problem, little can be accomplished by the mere 
division of legal ownership until a number of other 
important changes have first been effected. 

Something can be gradually accomplished, how
ever, by means of land reclamation, irrigation, and 
control of malaria. According to the Survey men
tioned above, no spectacular results can be expected. 
"Land reclamation, irrigation, drainage, and malaria 
control, will bring important additional areas in 
Italy under cultivation. Relatively speaking, how
ever, the areas thus reclaimed will not be large. In 

-Quoted by G Pertile, La rivoluzione nelle legge dell'emigra-
2tOne, Turm, 1923, p 137, note 2 Details on the lITIgation prob
lem are to be found in the paper "Probleme delle bODifiche nell' 
ltalIa mendIonale e In SIcIlIa," Gwrnale deg/& Ecmwm18tl, Octo
ber, 1923, pp 507 II, by VISmara, who dwells upon the nCcc8Slty 
of spreadmg out the iITIgatJon polIcy so as to prOVide for popula
tion c:ongested In the South. 
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fact, Italy may expect a decrease in tillable land if 
wages and the standard of life increase to any con
siderable extent." 

There is little prospect of any dependable increase 
in the yield per unit of area. unless and until Italy 
has the benefit of some epoch-making development 
in agronomy, such as more effective chemical fer
tilizers than those in use now, or in agricultural 
engineering, such as the conquest of land now un
workable or inaccessibly elevated. In any such 
direction, serious difficulties will be encountered in 
trying to carry out the task of disseminating the 
understanding and practice of scientific agricultural 
methods throughout the Italian peasantry; and 
there will probably be equal difficulty in securing 
the capital necessary for such engineering or me
chanical outlays as might increase output or even 
reduce unit cost. 

Clearly, Italy cannot produce sufficient food for 
the Italian people. Her population must, in con
siderable measure, depend for sustenance upon the 
importation of foodstuffs. The seriousness of this 
insufficiency of domestic agricultural production is 
illustrated in certain data. 2f on the composition of 
the total food supply of Italy, shown on p. 128. 
The figures are not available for production and im
portation for 1925; but the situation in the three 

II Taken, in the main, from the study of Professor Gaetano 
Zmgah In the collection of memoranda prepared In connedlon 
With the negotiations for the fundmg of Italy's foreign public 
debt. 
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years 1922-1924 will be reasonably indicative of the 
normal situation, since this period included one year 
of an exceptionally good harvest, 1923, a harvest 
similar in many< respects to that of 1925. Net im
ports are shown, but inasmuch as in may cases 
exports exceeded imports, the figure is frequently 
preceded by a minus sign, and has to be deducted 
from the total of production. 

The table shows to what an extent the domestic 
food supply must be supplemented by imports. 
Some of the percentages are not so high, but these, 
for the most part, are foods of which Italian per 
capita consumption is notoriously slight. In the 
study of Professor Gini (Appendix G), will be found 
indication of the fact that the average Italian diet 
contains an insufficient proportion of the energy
producing proteins. It would appear that the aver
age ration tends to be short by more than 200 cal
ories, on the average, of the standard fixed by 
physiologists for the average man in that coun
try.25 

.. This figure IS 3,300 calOrIes Zmgah gets the followmg results. 

Number of Milhonsof Dailyrahoo 

calorIes of the 
average available average 

men each year maom 
calOrIes 

191G-14 ........ 29,170,684 32,640,809 3,065 
1915-18 ............. 30,265,618 33,760,944 3,056 
1919-21 .. .. ..... 31,696,355 34,404,748 2,971 
192Z-24 ...... ..... 33,062,580 37,238,276 3,087 
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Grain products play so large a part in the·Italian 
diet, that one is impressed by the fact that more 
than 30 per cent of the cereals consumed have had 
to be-or at all events, have been-imported in the 
years under review. In the four years, 1921-1924, 
according to Mortara, between 33 and 36 per cent 
of Italy's total supply of grain available for con
sumption has had to be imported; and he contrasts 
this with a corresponding average of 6 per cent for 
the decade 1872-1881. 

In the light of the foregoing analysis of agricul
tural possibilities, it is apparent that, according as 
the Italian population continues to increase, the 
volume of imported foodstuffs is likely to increase. 
As we shall see in later chapters, the problems of 
industrialization and emigration are closely bound 
up with that of food supply. 

This last figure is an average of three years, in the thlld of 
which, as a matter of fact, there was a distinct falling off: 

1922 ................ , 32,676,720 I 37,461,725 3,141 
1923 ...•..•.•••...•• 33,055,510 37,715,299 3,126 
1924 ................ 33,426,176 36,538,115 2,995 

The conclusion to '1\ hleh these data point are remforced by the 
demonstratIOn of genUinely starthng undernourishment presented 
by Professor Camls (a biOlogist), In a lengthy study In R,/ormlJ 
80OOle, January-February, 1926, p. 52ff. 



Commodltlu 

Wbeat 1Iour •••• 
Rye 1Iour •••••.. 
Barley 1Iour . .., 
Coro meal ..••. 
Rice •••..••••. ,' 
Potatoes" ••• , • 

~ ~[t~·u~ t:~~ft'::::' 
Cbeotouts , •• ,' 
Beao ••• , '" .,' 
Greeo vegetables, 
Sugar ••••••• ". 
Beet •••••••••• 
Muttoo •••• , •• , 
Pork • ,. , •••••• 
Cnooed beet ••••. 
Poultry ••••••••. 
Egg •••••••••••• 
}'I.b .......... .. 
Dried !lab .... .. 
Milk .......... . 
Butter., •• , •••• , 
Cheese ••. " •••• 
Olive 011 ••••• 

ITALY'S DOMES'l'IC AND IMPORTED FOOD SUPPLY, 1922-1924 
(In thousands of tons) 

Dome.tlc 
ploduc

tloo 

3,181 
85 
14 

1,108 
282 
938 
459 
478 
400 
208 

2,519 
188 
462 

45 
253 
136 
170 
255 

30 

i,496 
23 

179 
2113 

1922 

Net aV~?::~le Domestic 
Imports. tor coo- produc-

1,974 
2 

21 
454 

- 99 
- 12 
- 89 
-225 
-129 
- 12 
- 57 

53 
18 

":':'2 
- 1 
- 7 

2 
81 

-'7 
- 2 

sumptlon tloo 

5,155 
87 
35 

1,562 
183 
926 
420 
253 
101 
196 

2,462 
241 
480 

45 
253 
la4 
169 
248 

82 
81 

1,4\16 
23 

172 
251 

3,468 
93 
14 

1,098 
298 

1,153 
477 
421 
434 
226 

2,798 
275 
462 

52 
191 
128 
173 
255 
30 

i,56T 
2 .. 

1ST 
178 

1923 

Net 
imports' 

1,969 
3 

21 
395 

- 78 
- 17 
- 94 
-222 
- 80 

17 
- 75 

20 
24 

.....: .. 2 
- 1 
- 6 

8 
79 

- 1 
- 15 
- 21 

1924 
Total 

Total available 
available Domestic Net tor coo-
tor coo- produc- Imports' 8umptioD 

sumptloo tlOD 

5,437 
96 
35 

1,493 
220 

1,136 
383 
199 
404 
243 

2,723 
295 
486 
52 

191 
126 
172 
249 

83 
79 

1,561 
23 

172 
151 

3,603 
91 
14 

1,302 
336 

1,274 
576 
434 
495 
264 

3,382 
274 
395 

46 
181 
118 
li3 
272 

30 

i,629 
25 

205 
208 

1,428 
- 3 

11 
110 

-140 
- 18 
-118 
-299 
- 86 
- 32 
- 93 

17 
121 

.....: .. 3 
- 23 

4 
83 

- 1 
- 2 
- 81 
- 25 

5,031 
94 
25 

1,412 
196 

1,256 
458 
135 
459 
232 

8,289 
291 
516 

46 
181 
118 
110 
249 

84 
83 

1,628 
23 

174 
183 

• Tbe mlou. IlgD lodlcate. Det exports. 



CHAPTER VI 

PROBLEMS OF INDUSTRY 

ITALY was a great commercial center for many 
centuries; and her commercial development long 
rested in the main upon her position at the cross
roads of inter-continental trade routes. But in 
some measure, too, her commercial position de
pended upon her industries. Manufacturing sur
vived the great transition from the Roman Empire 
to the territorial states and local autonomies of the 
middle ages; and throughout modern times, it has 
embraced, in steadily widening scope, the whole 
range of luxury goods, clothing, and industrial and 
transportation equipment. A century ago, Italy 
was looked upon as a. country of merchants, manu
facturers, bankers, and of students and authorities 
in the field of industry and trade. In the state of 
affairs prevailing then in Europe, this was perhaps 
not unnatural. But Italy did not move ahead dur
ing the nineteenth century like those countries of 
northwestern Europe whose political unity had long 
since been achieved, whose colonial empires and 
commercial policies assured their control of raw ma
terials, and whose position, athwart great maritime 

129 
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and land routes, had for a century, in some cases 
several centuries, made their leading cities the com
mercial and financial trading centers of the Euro
pean and American world. 

When unification, first in the political order, and 
then in the physical order, through the creation of 
railroads and wagon roads, had been completed, 
Italy began to make up for lost time, moving rap
idly into the class of countries manufacturing not 
only for themselves but for export trade on a large 
scale. The development involved the partial dis
placement of agriculture from its overshadowing 
position, and the absorption of unco-ordinated local 
industry. It proceeded steadily in the quarter cen
tury before 1914, and the war greatly accelerated the 
process, drawing many thousands, of women as well 
as men, into industry. After the war, a large pro
portion of those who had returned to Italy for mili
tary service drifted into industry. The industrial 
requirements incidental to participation in the war 
naturally exceeded very greatly the normal outlet 
for the country's industrial production. The shock 
to world commerce in general in 1921 was felt very 
severely in the case of Italy. But the process of 
redistribution of the emphasis in the country's eco
nomic life, through the partial transformation of a 
country predominantly agricultural into one increas
ingly industrial and commercial in character, was 
neither reversed nor halted for long. Since 1922, 
Italy has been consolidating her position at the stage 
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of industrialization she had reached by that time, 
and preparing the way for its expansion. 

We shall endeavor, in this chapter, to review the 
state of industry from several points of view. First, 
we shall survey the country's industries as they 
stood in 1925. We shall then consider some of the 
problems common to them all, such as that of in
dustrial pO\yer, labor factors, and financial resources. 
A detailed examination of the part which industry 
plays in the economic life of the country will be 
found in the comprehensive survey of Italy's eco
nomic status by Professor Gini, which we have 
reproduced as Appendix G. 

L nn: INDl1S'llUES or ITALY 

Despite a lack of basic raw materials, Italy has 
made considerable progress in the expansion not 
only of the so-called "heavy" industries, but also of 
the more complicated fabricating and technical in
dustries. Nearly every branch of industry has come 
to be represented in Italy, and commercial policy 
has been framed pn the principle that if an industry 
is of any importance at all as a link in what are 
regarded as essential industrial processes, it should 
have some tariff protection.1 

It is in the mineral and metallurgical industries, 
and in those directly dependent upon them that 
Italy has made the most progress from the point of 

• See Appen3ix E. p. 496. 
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view of production per capita, since before the war.2 
But the two great groups of industries are those 
relating to metallurgy and engineering, and the 
manufacture of textiles. These two groups, as will 
be seen from th~ following discussion, together con
stitute the principal basis of the country's industrial 
fabric. In the production of iron, Italy advanced 
from something under 600,000 tons bef9re the war 
to close on a million tons during the conflict; but it 
subsequently declined as shown in the table which 
follows. 

Year 

1906 ....... 
1907. 
1910 ........ 
1913 ....•.. 
1914 ........ 
1915 ........ 
1916 ..... 
1917 ....... 

PIIODUC'l'ION or IlION ORE 

(In thousands of tons) 

Iron • 
Iron Year pyrItes 

387 122 1918 .••...•. 
518 127 1919 ........ 
551 166 1920 .•.•.... 
603 317 1921. ..••.•. 
706 335 1922 .•....•. 
680 369 1923 ........ 
942 410 1924 ........ 
994 501 1925 ........ 

• Including ferro-manganese. 

Iron • 
Iron 

pyrItes 

694 482 
613 372 
382 322 
279 448 
311 486 
341 495 
238 516 
490 513 

The table on p. 133 is of interest for comparison 
in showing other mineral production in 1913 and 
in 1924-1925. 

About 304,000 tons of pig iron were produced in 
Italy in 1924, against 490,000 in 1925.3 Steel pro
duction, which rests upon the importation of scrap 

:See AppendIX G, pp. 521-2 
The pre-war average (1909-1914) was 566,000 tons. 
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iron and steel to no small extent, ranged around 
800,000 tons per annum before 1914. It rose to 
1,332,000 tons during the war, fell to 700,000 in 
1921, and then steadily increased to 943,000 tons, 

PSODUcrJON 01' NON-FERROUS MINERALS 

(In thousands of tons) 

Mineral 1913 

Manganese .................. 2 
Copper ...................... 89 
Lead ........................ 45 
ZInC ••••• ............ ••• •••• 158 
Bauxite ..................... 7 
Metal mercury .............. 1 
Raw sulphur ................. 386 
Asphalt and bituminous rock 

and crude bitumen......... 171 
Graphite .................... 11 
White and colored marble.... 500 
Granite ............. ,....... 389 
Quartz and feldspar •••••••.•. 32 
Refractories ..... ,........... 6 
Silicates ..................... 379 

1924 

12 
7 

41 
151 
141 

2 
317 

187 
8 

468 
100 
63 
64 

267 

1925 

13 
6 

49 
164 

2 
2 

286 

158 
9 

525 
73 
60 
67 

288 

1,200,000 tons and about 1,359,000 tons respectively 
in the three years 1922-1924; and in 1925 amounted 
to 1,685,000 tons.· 

• A good deal of iron ore and pig iron is imported. About 
574,000 tons of iron ore were imported in 1925, more than twice 
as much as 1D 1924. The average annual Imports of pig iron 
durIng the five-year period 1909-13 amounted to 232,000 tons; 
It fell markedly after the industrial depreSSIOn of 1920-21. In 
1923 It amounted to 132,000 tons, in 1924 to 203,000 and m 
1925 to 265,000 tons. Total imports of scrap lJ'On and steel rose 
from 542,000 tons in 1924 to 958,000 in 1925. There has been a 
movement for several years to organize the scrap metal industry 
In Italy, which heretofore has almost wholly depended upon 
French exports, but which in 1925 was able to secure some 72,000 
tons of scrap metal from ArgentIna OWIng to the reorganization 
of the Argentine railroads. 
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Upon the iron and steel industry, the control of 
which is rather highly concentrated, rest the engi
neering, electro-technical, automobile, and like in
dustries which have assumed great importance in the 
shaping of the country's commercial policy.G Slowly 
the domestic equipment for the production of the 
metal of first importance in industry has been built 
up to the point where it is equal to a broad variety 
of fairly heavy demands. In turn, the development 
of this metallurgical industry has stimulated other 
expansion. The chemical industry has been of im
portance in recent years not only because of the 
sulphur resources of the kingdom, and the special 
inducement to t>roduce fertilizer for domestic con
sumption, but also because domestic and foreign 
capital has found the growth of the metallurgical 
and textile industries such as to warrant extensive 
investment. Ship-building has expanded rapidly, 
until Italy in 1925 stood second only to Great 
Britain in volume of new tonnage launched.' The 
auto-motive and electrical industries have likewise 
expanded. In 1925 and 1926 both had difficult for
eign marketing obstacles to surmount, yet some 
29,000 cars were exported in 1925 as against about 
19,000 in 1924; and in the early summer of 1926, a 
bond issue of $10,000,000 was floated in New York 
for the leading automobile company. 

Turning to the textile industries, the value cf 

• See Appenwx E. 
• See Appendix A, p. 321, n. SO. 
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whose exports represented 40.7 per cent of the total 
value of exports in 1925 as against 30.3 per cent in 
1913, we may follow the common practice of con
sidering first the silk and rayon trades, and then the 
cotton and woolen trades.T In 1924, about 10 mil
lion kilograms of rayon were produced in Italy, more 
than half of it for export. Sixteen companies cap
italized at some 1.7 billion lire, and employing 
35,000 workers, produced 13.5 million kilograms in 
1925.8 The demand for rayon is growing and ap
parently in a few years Italy will be one of the two 
leading producers of this textile, the foremost being 
the United States. Within Italy itself the demand 
will grow because of the fact that the price tends 
to be stable, or even to be reduced, inasmuch as 
abundant labor and nearly all the factors entering 
into the manufacturing process are available at 
home. Only the crudest form of the fibre (namely 
woodpulp, prior to its sulphite treatment) needs to 
be imported; there can be no difficulty about sup
plies in any calculable time like those which weather 
and other factors create in the case of cotton, wool, 
and natural silk. 

The Italian silk industry has a long history, and 

'The hemp and flax industries have a certain prestige. Nearly 
all Italy's hemp 19 exported. There is a small hnen indu.stry 
which manages to get along. 

• Exports In 1924 were 5 mllhon 1uI0grams and in 1925, 7.9 
mllhons The present state and the prospects of the rayon m
dustry in Italy are deSCribed m a long article "The Progress of 
the Itahan Industry:' m a special supplement on Arttficw SlIk 
of the Manchester Guardum Commercwl, March 5, 1925. 
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its product, destined mostly for foreign markets, 
constitutes an important part of the export trade 
of the country. In fact almost a fourth of the value 
of Italy's exports is accounted for by silk. But of 
recent years all European silk culture and manufac
ture has been placed at a disadvantage because of 
Asiatic competition upon a more and more extensive 
scale. The production of silk, either from cocoons 
grown in Italy or from imported cocoons, was 
steadily falling before the war. If it had not been 
for the post-war civil disturbances in Eastern Asia, 
it might have been difficult for silk culture in Italy 
to climb back within the last year or two fairly 
close to the totals of production characteristic of 
15 years ago. 

The silk industries of Italy managed to hold their 
own in the post-war period, not only because of 
Asiatic difficulties, but also because unti11924, the 
Swiss, French, and British silk mills were believed 
to be operating at higher costs than those of Italy; 
and the competitors of the latter, moreover, were 
unable to supply the increasing world demand for 
silks. In 1925,9 the Italian silk industry began to 
feel keenly the consequences of the precipitate de
cline of the franc, and the temporarily effective com
petition of the Lyons factories. But it has to be 
borne in mind that the domestic market in Italy has 
begun quite recently to absorb rather more of the 
output of Italiill silk mills, and with the increasing 

• See Appendix E, p. 492. 
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use of mixed goods, partly silk and partly rayon, 
or linen, cotton, and other textiles, the industry 
seems assured of future opportunities for expan
sion. The silk industry has its problems, such as 
the wide dispersion of the ownership and manage
ment of the mulberry groves, the frequent renewal 
of tariff protection drives in other countries, the 
competition of rayon in various ways, and the emi
gration to France of entire families long familiar 
with silkworm cultivation. But the industry 
possesses two advantages of considerable moment. 
Its quite extensive capital investment largely dates 
from before the war, and it has not, therefore, been 
built up by means of expensive borrowing in quite 
recent years. In the second place, silk manufacture, 
if not silk culture, is the beneficiary of elaborate pro
tective defences thrown up around the dye industry, 
for example, as well as of the gradual liberation of 
the country from entire dependence upon foreign 
fuel. 

The cotton industry of Italy now employs more 
than 270,000 operatives (four-fifths, roughly, being 
women), and consumes some two million quintals of 
raw cotton annually,10 practically all of which is 

•• A slight increase over the five-year average for 1909-1913 of 
1,841,000 quintals; the average consumption in the penod 1889-
1893 was about 750,000 qwntaIs. The output in milhons of 
qUintals has been as follows, in annual averages: 
19~ 1~ 1909-13 1914-18 1919-23 1923-24 1925 
1~ 1~ 12 18 L5 12 IB 

These details, and an abundance of others, are to be found in a 
lengthy dIsCUSSIOn of the cotton industry in Italy in awrnar. 
deala economist .. May, 1926, p. 237. 
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imported.ll About half the cotton imported is re
quiretl for domestic consumption. The per capita. 
consumption of cotton yarns and textiles, ranging 
around 3.5 kilograms per annum in the five years 
1909-1913, by 1923-1925 had fallen to but 2.8 kilo
grams. Whether this fall is due to some large-scale 
and enduring shift to the use of other textiles, or to 
the more protracted use of cotton goods in conse
quence of post-war impoverishment, is not easily de
termined. But the export trade is of great impor
tance, and may assume much greater significance in 
the course of time. 

Although the Italian woolen industry has never 
assumed quite the proportions of the cotton and silk 
industries, it is, none the less, in a relatively strong 
position. More than nine-tenths of the domestic 
requirements are covered by domestic production 
of woolen goods, and export trade has shown a ten
dency to expand. Before the war, Mortara points 
out, the value of exported woolen goods averaged 
30 per cent of the value of ~ported woolen goods; 

n Some 10 to 15 thousand quintals of cotton are grown in 
Italy, although durmg the CIvil war m the UnIted States, as 
much as 250,000 qumtals were produced m 1864 alone Only some 
limIted sectIOns of the extrcme South and SIcIly are adaptable 
to cotton culture Yet in SIcIly, at least, the average annual 
productIOn per acre IS saId to be tWIce that of IndIa or the 
United States Professor Crino IS CIted m GeographICal Retnew, 
XIV, p. 473, as saymg that WIth more modern methods of cul
tivatIon, SIcIhan cotton productIon eould be greatly expanded. 
ConceIvably Somaha and CIrenaIca WIll yet furnIsh conolderable 
cotton, when the IrrIgatIon problem has been solved. The colo
nies are sendIng from 10 to 12 thousand qUIntals of cotton to 
Italy on the average each year. 
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in the fiscal year 1924-25 the exports represented 
168 per cent, in value, of the imports. 

Few industries withstood better the sharp changes 
of fortune during the 10 years following 1914, than 
the woolen trade; yet it has serious obstacles to 
overcome. The quality of the domestic wool has 
greatly to be improved, through the widespread dif
fusion of scientific standards both as to proper 
pasture control and as to development of better 
stock. As elsewhere, sheep-raising in Italy has the 
meat trade as well as the wool market to serve; and 
the meat of this group of animals is of relatively 

·greater importance in Italy than beef and other 
meats.12 Of the 650,000 quintals of raw wool con
sumed by the industry in 1923-24 about 260,000 
were produced in Italy, and the rest drawn from 
Australasia, the River Plate basin, and other wool
producing countries. 

Thus the wool industry is still dependent upon 
world market conditions, and the superior financial 
and technical equipment of great textile countries. 
The financial and managerial organization of the 
fabricating industry, too, reveals numerous weak
nesses, although progress has been made in over
coming these handicaps in the post-war period. 
This may be due to the fact that technical improve-

.. The flocks are chiefly in the south and center of the penin
sula, and In the wands (five milhon head in the south, three 
and a half mllhon ia- central Italy, three to three and a halt 
mJihon In the ISlands, one uulhon In the north). 
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ment has enabled high quality production to attract 
financial support in view of the prospect of export 
trade.13 Finally, there Las been considerable dis
cussion about the marketing of a new textile called, 
for lack of a better name, artificial wool. The fact 
that it is of Italian origin will not make the lot of 
the Italian woolen industry much more secure, even 
though blending comes to be used. 

There is no special point in reviewing the other 
industries, one by one. In several cases, the expan
sion that has occurred since 1922 has been note
worthy. This is especially true of building and the 
trades dependent on it; and it seems to have been 
true of glass and ceramic manufacture. There has 
been a boom in hat manufacture, primarily for 
export trade. But the industries dealing with the 
manufacture of food products (sugar, confectionery, 
tomato extracts, and so on) have shown an inability 
to hold their ground, much less a tendency to 
expand. This, however, does not apply to dairy 
products, especially cheese. The temporary slowing 
up in great construction activities at home and 
abroad is what has caused the industries having to 
do with marble and related products to have severa! 
relatively lean years. 

It is difficult to secure a satisfactory consensus of 

D The average value of the qumtal of exported woolen goods 
rose from 3,700 me to 4,300 between 1921-22 and 1924-25, whlle 
the average value of the qumtal of Imported woolen goods after 
falling from 10,600 to 7,600 me from 1921-22 to 1923-24, rose 
in 1924-25 to 12,700 me. 
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opinion as to the present condition and immediate 
prospects of Italian industry. The prevailing view 
of the majority of Italian observers seems to be that 
it is over equipped for any discernible markets. 
That this might be true for some lines, though not 
for all, is quite the impression created by Professor 
Gini's study reprinted at the close of this volume.u 

'Persistent inflation has so stimulated industry that 
present conditions are quite misleading to the casual 
observer. It is certain that Italy, like other coun
tries that have passed through inflation, will in due 
course have to face industrial depression and per
haps, reduction of output as compared with recent 
years. 

II. INDUSTRIAL PROBLEMS 

For any such development as -has been taking 
place in Italy in the last quarter of a century, the 
problem of inexpensive industrial power is para.
-mount. Every branch of industry is affected by the 
lack of coal and other fuels; and owing to the rapid 
increase in the requirements for power, the question 
of how soon hydro-electric power will be able to 
offset the increasing importation of coal and petro
leum has become one of the most urgent confronting 
the country. 

" A dIStinctly optimistIc tone prevails in two articles of Dr_ 
Johannes Frank entitled "Die lunehmende Industrl&hsierung" 
In WU'tscha/stdumst, July 31 and August 7, 1925. Somewhat the 
same impreSSIon is created by Professor Bacm's review of the 
year in JVirtscha/tsd&enst of April 9 and 16, and August 15. 1926. 
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Italy has been rapidly developing her hydro-eleD
tric resources. More than six billion lire are esti
mated to have been invested in hydro-electric 
development down through 1925, and the equip
ment in existence by the summer of 1926 had a gross 
capacity of nearly eight billion kilowatt hours per 
annum.15 Within three years the installation 
presently under way or provided for will have added 
a capacity of almost a quarter million kilowatts to 
the two million in existence at the end of 1925; 
while between 192(} and 1940, according to present 
calculations, some 4,200,000 kilowatts will have been 
installed.1s In the one year, 1925, the electrical 
energy consumption increased by 14 per cent; and 
the indications for 1926 are similar. 

There is a very. definite limit to the expansion of 
hydro-electric development. Enterprises recently 
undertaken have not only cost a great deal, but also 
have tended to present more and more serious prob- . 
lerns of a technical character, according as the less 

15 About SIX billion lulowatt hours were used in 1924, four-fifths 
for mdustnal purposes See Proceedings of the FIrst World 
Power Conference, London, 1925; also Commerce Reports, Wash
mgton, August 3, 1925, P 269; J01.ITTUJlof Commerce, New York, 
September 17, 1925, and Mortara, Prospettwe econom&che, 1926, 
p 322 

U The development of the hydro-electnc resources of Sard.mia, 
for example, m consequence of the construction of the dam across 
the Tlrso river, and the creation of a great artIfiCial lake, IS 
expected to make pOSSible the explOitatIon of the ZinC depOSits 
and other resources of the 18land, and even lay the foundation' 
for an mdustnal development through the bberatlOn of SardinIa 
from the neceSSIty of Importmg coal. See Geographical Remew, 
July, 1924, Vol. XIV, p. 473; and July, 1926, Vol. XVI, p. 395. 
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accessible waterpower has been harnessed. The 
best sites have already been exploited, and while 
many such installations can be enlarged or im
proved, the expansion will have to come, in the 
main, from the utilization of sites heretofore not re
garded as profitable. In a word, additional expan
sion will be under conditions of steadily diminishing 
returns. 

The resort to hydro-electric power at great cost 
is better understood when Italy's situation with re
gard to coal and petroleum is taken into considera
tion. In the eighties of the last century, the average 
annual consumption of all kinds of coal hovered 
around 4 million tons; this average rose, in the fol
lowing decade, to 5 millions. Then the national 
requirements began to increase rapidly, until they 
exceeded 12 million tons for 1913.17 The years that 
followed saw more need than ever for coal, but the 
shortage of supplies and more especially of trans-

.. Coal production, in thousands of tons, has been as follows: 

1913 1918 1920 1921 1922 1923 1924 1925 
701 2,171 1,740 1,143 946 1,133 1,048 1,116 

The latest full discussion of the coal and petroleum resources of 
Italy 18 to be found lD a paper by Professor G. de Marchi, in 
the Proceedings 0/ the First World POweT Conference, London, 
1925. Professor de Marchi estimates the coal supply so far 
ascertamed as about 13 mullon tons, and the hgnites or average 
and low heatmg power as about 280 mIllion tons, much of It, 
however, not practIcally capable of explOItatIOn, except through 
some such distillatIOn process as that reported in 1926 to have 
been developed lD Germany for the low temperature distillation 
of hglllte. 
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portation facilities brought about a severe decline in 
consumption.18 

Almost all of this coal had been imported, some 9 
or 10 million tons of bituminous (three-quarters of 
which were normally steam coal, and one-quarter 
gas coal) being the chief item in the years just before 
the war, along with 700,000 tons of anthracite and 
300,000 tons of coke, proportions not far from those 
since obtaining. The coal imports in 1925 increased 
over those of the preceding year in volume by 10 
per cent. Poland and Russia were included as future 
sources of coal, and with the former country, there 
was concluded an agreement whereby a half million 
tons were to be sent to Italy every year. This 
arrangement has so far given very mediocre results, 
only about 28,000 tons being delivered before the 
end of 1925.19 And the situation of Italy with re-

'"ITALIAN CoAL CoNSUMPTION IN MILLIONS OJ' TONS. 

1914 .•.......... 
1915 •••........... 
1916 ..•.•..••.... 
1917 .•....•....... 
1918 •.....•....... 
1919 ......•....... 

109 
90 
87 
5.8 
68 
7.5 

1920 •.•...•••..••. 
1921 ..••..••..••.. 
1922 ••••.••••...•. 
1923 ••••••••.•.... 
1924 •.•.••••••.••. 
1925 ••.•••••.••.•. 

* Prospettive economiche, 1926, p. 292. 

7.4 
84 

10.2 
109 
124 
111 

The consumption of 1924 was distnbuted as follows: 7 million 
tons for mdustry, 4 millions for transportation, 1 million for 
domestiC use. 

D From RUSSia some 54,000 tons were received The value of 
coal received from Gennany under the proVlslOns of the Treaty 
of Versailles and all subSIdiary agreements IS not Included In 
these figures Those imports have not been mconslderable, 
amountmg (in thousands of tons) to 33 in 1919, 987 m 1920 
2,442 in 1921, 2,621 m 1922, 1,479 m 1923, 3,609 m 1924, and 
1,723 in 1925. Reported m Gazzetta ufficwle, for penod covered. 
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gard to petroleum affords no prospect of differing 
greatly from that of coal. Consumption has risen 
from less than a quarter of a million tons in 1913, 
to two-thirds of a million in 1923-24, not 1 per cent 
of which is produced within the kingdom. 

It is obvious what a handicap the costliness of coal 
and petroleum must be to the profitable conduct of 
manufacturing in Italy. The greater distance of her 
ports from the sources of these fuels, the relatively 
less satisfactory arrangement of return cargoes, and 
like disadvantages, operate to increase by 50 per cent 
the cost of coal for given Italian industries over its 
cost for similar lines in countries of northern and 
western Europe. In the case of petroleum the un
favorable difference is said to be still greater; but 
here again, the process of lignite distillation men
tioned in note 17 on p. 143 may help. 

The inadequate supply of liquid capital has pre
sented a serious problem for Italian industry con
tinuously since the war. A shortage of funds has 
been characteristic both of the ordinary commercial 
banking market and of the investment market. 
Italy's commercial banking resources have never 
been as abundant as those of other important coun
tries. In the post-war period, moreover, a more or 
less persistent rise in prices has absorbed such sup
plies of liquid funds as were available, thus pro
ducing high interest rates and necessitating further 
inflation. The customary easing of the money 
market in time of deflation did not occur in Italy in 
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1921, because of the relatively short duration of the 
depression period.20 

The volume of Italian savings is relatively small 
and in consequence the flow 6f funds into the invest
ment market is restricted in amount. At the end 
of 1913, the total deposits in savings banks and in
terest-bearing time and current accounts amounted 
to 6,447 million lire. A decade later this total had 
risen to 28,495 million lire, or 7,126 millions in gold. 
As of December 31, 1924, total deposits of these 
categories amounted to 32,874 million paper, or 
8,137 mlliion gold. While the nominal total in the 
ensuing 12 months increased so that on December 
31, 1925, these classes of saving amounted to 33,388 
million paper, the total in terms of gold was only 
6,898 millions.21 These post-war totals in no way 
reflect the shrinkage in the purchasing power of gold 
since 1914; but even without taking account of this 
important factor, one sees at a glance that the sav
Ings of the Italian population available for any sort 
of economic expansion have increased neither in pro
portion to the increase in the population nor in line 
with the augmented industrial equipment with 
which the country has sought to provide itself. 
"Industrial development has been more rapid than 
the increase of national savings." 22 

As a result of this situation, Italian industry has 

to For references on Ialy's banking development, see Appen
',,,F 

1 From Gazzetfa ufficiale; see also AppendIX G, p. 517 . 
.. Economi8t, London, October 10, 1925, p. 578. 
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been under the necessity of resorting steadily to the 
commercial banks for the funds required for indus
trial expansion. The network of small banks cover
ing the country heads up in certain great institutions 
which necessarily maintain close relations with the 
banks of issue and the government on the one hand, 
and with the leading commercial and industrial 
enterprises of the country on the other. Thus that 
portion of the available liquid funds of the country 
which is not absorbed in local r~alty operations or 
in public securities finds its way eventually into the 
financial centers and is utilized in one or another 
form of investment. In other words, those banks of 
Italy which furnish current commercial credit facili
ties, and co-operate with the banks of issue in carry
ing out currency policies, at the same time serve as 
the principal agencies for supplying not only opera
ting capital for the purchase of raw materials and 
the like, but even permanent capital for the expan
sion of plant and equipment. It thus has come 
about that the closest possible relation exists be
tween the banks and industries, and the affairs of 
the latter are governed pretty directly by the 
exigencies and requirements of the former. 

Not only are industrial establishments affected by 
the fortunes of the banks in a very direct way, but 
they have also been obliged to put up with the con
sequences of currency speculation during the last 
half dozen years. This speculation has caused re
current crises of great credit stringency, the de-
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fensive measures against which necessarily affect ad
versely the situation of manufacturers and traders, 
first of all with regard to their foreign operations, 
but even to some extent in connection with their 
domestic operations. In passing, it might perhaps 
be well to note that this situation is brought about 
not only by perverse speculators but also by the 
speculative habits of importers of all sorts. A prac
tice has grown up of waiting for the lira to improve 
before settling foreign accounts; and this brings 
about an enormous demand for foreign exchange 
every so often when everybody tries at the same 
time to cover his requirements, thus creating a 
financial commotion and making altogether miser
able the life of the manufacturer who uses foreign 
materials. 

Attention must be called to a factor of a rather 
indefinable character, yet one whose consideration is 
indispensable to any real comprehension of the in
dustrial life of the country during these post-war 
years, when in all countries the gambler has been 
stalking through precincts where he never dared 
walk before. The industrial growth of Italy has had 
its quantum of demoralization and gross betrayal of 
trust. There have been astonishing examples of 
mushroom organization and "shoe-string" methods 21 

• The case of the Ilva iron company. and subsequently other 
promotions of Max Bondi, the real estate syndicates "Ben! 
Stabw" in Rome and "Ades" m Genoa. sugar refinenes. dIstil
lenes. and others furnish good examples of thiS. BondI appar
ently had abundant credIt at hiS dISposal untIl the governmen~ 
decided to see that he was brought to book; whereupon (m 
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which might have been less noteworthy in coun
tries where "frontier" conditions have not been 
wholly eliminated even from industrial organization 
and finance. But these occurrences have not left 
any lasting mark on the industrial situation as a 
whole, and the manifest determination of the Fascist 
administration to chastise severely those who abuse 
the law, public confidence, or the recognized and 
proper practices of business, brightens the immedi
ate prospect in this regard. 

A period of severe business depression in Italy 
must, however, undoubtedly produce a large 
harvest of bankruptcies and necessitate the weeding 
out of many speculative ventures ~hich have come 
into existence as a result of the opportunities pre
sented by an era of inflation. A severe business de
pression might, however, have the advantage of 
creating a capital supply for business, for the 
gradual liquidation of outstanding loans, together 
with the general decline in the level of prices, might 
at the end of such a period leave the Italian banks 
and money market somewhat better off, as in other 
countries following deflation. 

It remains true, however, that the relative scarcity 
of liquid capital in the country constitutes a perma
nent industrial handicap. The cost of borrowing 
by . industrial enterprises whether at home or 

mid-winter, 1925-26) he failed with liabilities of 1M million lire, 
and assets of but 14 millions. See Bachi, m Wirt3cha/udiemt, 
February 2, 1926, p. 196; compare Robert Lewmsohn, Die 
UmschlchtulI{/ der europalSChen VermO{/ell, Berlin, 1925. 
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abroad will remain comparatively high and thus 
adversely affect Italy's producing and exporting 
power. 

Another serious difficulty with which Italian in
dustry is confronted is the wages problem. While 
Italy has a dearth of natural resources she has 
abundant human resources. She therefore has no 
labor problem in the sense of a shortage of labor 
power for the work to be done, but there is, never
theless, an acute wage problem. Such success as 
Italy has had in meeting international competition 
in industrial lines has been achieved largely by 
reason of the willingness manifested over long years 
by both employers and employees to get on with 
moderate compensation for capital and labor. But 
the cost of living has been rapidly growing, and the 
problem of readjusting the compensation of labor to 
new levels has been steadily pressing for attention, 
even in these recent years.24 

The index numbers show the relentless rise in the 
cost of shelter and food not merely with respect to 
1913 bases but even in comparison with levels 
achieved during the boom years. With 1925, the 
Municipal Statistical Office of Milan commenced 
making a comprehensive index number for the entire 
country, the basis being the average cost of food, 
clothing, shelter, heat, light, and other indispensable 
expenses of a working family during 1920. The 
index number for the entire year 1925 on this basis 

.. See Appenwx F. pp. 510-11; and Appendix G, p. 531 if. 
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was 137, and for the first six months of 1926, it 
averaged 146. 

The Fascist Administration has Bought to guaran
tee a living wage to labor as a corner stone or its 
general economic policy. It has done this, of course, 
on the assumption that it will. receive in return an 
unreserved acceptance of Fascist leadership in the 
state. We adverted in Chapter I to the origin of 
the Fascist movement, several of the important roots 
of which started from the wage-earning classes. It 
is a fact that wage struggles led to the great crisis 
of 1921 during which much violence was displayed 
and at the height of which factories were seized and 
operated by workers. The leaders of the Fascist 
movement did not fail to realize that no small part 
of its success in 1922 was to be attributed to the 
widespread national dissatisfaction with the indus
trial situation after that crisis; and the dangers of 
the future were clear to them. 

The labor policy of the Fascist administration has 
been So matter of only gradual development. At 
first, Fascist labor unions were formed-often radical 
enough. But the Socialist labor unions, united in 
the General Labor Confederation, enjoyed the 
prestige of some years of traditional leadership, and 
were not easy to dislodge; while the unions affiliated 
with the Popular party had the support, to some 
extent, of the Catholic hierarchy. At length, the 
Fascist administration undertook to reorganize the 
basic relation of labor to industry. In the winter of 
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1925-26, legislation was formulated 211 whereby it 
was expected to eliminate class conflict once for all 
In each district all professional groups are organized; 
the employers and laborers in a given line are in one 
sindacato; the lawyers in a collegia; the actuaries 
in their ordine-and so on. Each of these offi(,laHy 
established corporations alone has legal personality, 
and the contracts which it makes affect all in the 
industry whether or not members of the corporation i 
other organizations may exist, but they are to have 
no voice in the settlement of industrial conflicts. 
Contributions to the support of the corporation are 
fixed and obligatory, whether or not the individual 
elects to belong to the sindacato or other group; and 
they consist of one day's wages in the month for 
the employed, or one day's pay roll for the employer. 
When disputes arise, they automatically come at 
once before one of the 16 courts of appeal, consisting 
of three magistrates and two assessors selected from 
a list of experts. Their decision is binding; strikes 
and lockouts are forbidden, under extremely. heavy 
fines. 

But the Fascist administration has gone even 
further in its aim to weld labor and the other pro
ducing classes into a common social fabric. There 
was set up in the winter of 1925-26 in Italy (and in-

• A good summary is to be found in the EconomISt, London, 
January 9, 1926, p 64, and an mterestmg diSCUSSion by Professor 
MIchels m Wlrtschajtsdl.emt, August 20, 1926, p. 1129. The legu:.. 
lation was finally enacted on Apnl 3, 1926 On stnke statistIcs 
in Italy, see the government report Conj/tth del lavoro an ltalw 
nel decennia 1911,-f3. Rome, 1924. 
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tended even to operate, in modified form, in foreign 
countries wherever Italians live in large numbers) 
an establishment known as the lstituzioni di Dopa 
Lavoro, which, translated as to content rather than 
literally, would signify "Welfare Institutes." These 
boards are intended to supplement and complete the 
system of protection of labor, at home and abroad, 
from exploitation, and to round out the program 
of social insurance inaugurated by the government. 
The workman is to be assured adequate leisure, exer
cise, entertainment, and supplementary educational 
opportunities. It is in effect, the balance and com
pensation for the imposition of compulsory arbi
tration. 

Time alone will tell whether this far' reaching 
program can operate as successfully in periods of 
depression as in those of industrial expansion such 
as Italy has been experiencing. It has a solid basis 
of logic, once one accepts Italian living conditions 
as they are-congested and precarious in every walk 
of life, including even agriculture. Hostile criticism 
based upon the -ground that labor had no chance to 
accept or modify this proposal has been freely voiced 
in the United States, and particularly in England, 
where traditional deference to the individual right 
of contract has survived even in this age of industrial 
integration and rapid 8&:,fYl"andizement of the police 
power of public authority. In any event, a pro
cedure for handling the relation between shifting 
price and w~o-e levels has been established in Italy, 
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which will take care of the problem while the present 
phase of industry is in process of development there. 

Surveying now the relation of industry and agri
culture, one is forced to the conclusion that the latter 
has not been holding its own nor keeping pace w.ith 
the requirements of a growing population struggling 
to improve its standard of living. Intense industrial 
activity of the country during the past few years, 
together with the relatively high returns that in
dustry has yielded, has in Italy as in numerous other 
countries lured population from the farm to the city 
and upset to some extent the old balance. An in
dustrial depression reSUlting from currency stabiliza
tion will, however, doubtless tend to restore the bal
ance, as may also the efforts of the government to 
make the country more nearly agriculturally self
sufficient. 

The effort of men of powerful minds and great 
force to employ the great resources of governmental 
machinery in order to bring abOl)t an orderly co
ordination of industry within the entire complex of 
national life is one of the most fascinating experi
ments that the student can follow. There have been 
epochs, as in the Roman State under Augustus, when 
the effort has been successful for surprising periods 
of time; and there have been other times, as in the 
Spain of Philip the Second, when it has not worked 
at all. Much depends upon the strength and direc
tion of the external forces against which the given 
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nation must make head. One cannot say with assur
ance to which category-of success or of failure
would have belonged the results of the most notable 
attempt in modem times, that of Prince Bismarck, 
nor can we yet do more than speculate upon the 
outcome of the "Fascistization" of the economic life 
of Italy. 



CHAPTER VII 

POPULATION PRESSURE AND EMIGRATION 

THE analysis of this volume has thus far been de
voted primarily to a consideration of Italy's basic 
material resources and the extent to which they have 
been developed. In brief, we have found that the 
material patrimony of Italy is not a rich one. 
Neither in soil resources, in deposits of the precious 
metals, nor in such essentials of industrialism as iron 
and coal is Italy well endowed. Accordingly the 
standard of living of the Italian people has long been 
much below that of most of the other countries of 
western Europe. 

The want of basic material resources, as we have 
seen, has necessitated the importation of a consid
erable proportion of the nation's food supplies and 
much the greater part of the raw materials and fuel 
required for Italy's developing industries. Exports 
of fabricated goods and the proceeds from a variety 
of services rendered to foreigners have typically not 
yielded sufficient sums to cover the cost of imports, 
and as a result Italy has long been a borrowing 
country. While other old and densely populated 
European countries, such as France, England, Hol-

156 
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lalld, and Germany, had before the war accumulated 
So considerable volume of interest-yielding foreign 
investments, Italy had not been able to build up' 
any net foreign assets, but, on the contrary, had been 
under the necessity of importing capital. Italy's 
borrowings, moreover, have not, like those of the 
United States, been primarily for the purpose of 
exploiting highly productive natural resources, for 
Italy has had comparatively few resources to ex
ploit, so far as we know to-day. Her borrowings in 
the last generation or two, in the main, have rather 
been the result of an inability, notwithstanding low 
standards of living, to produce a surplus of goods 
for export or to render a sufficient volume of services 
to foreigners to cover her principal import require
ments. In a word, the dearth of resources has im
posed a permanent handicap upon the Italian nation 
and rendered their economic situation precarious. 

On the other hand, no modem country has been 
more richly endowed with human resources than 
Italy. There has been no lack of brains or of brawn 
to do the nation's work. But a large population has 
an economic significance quite distinct from that of 
abundant natural resources. Indeed, in a country 
physically under-endowed, the growth in the size of 
the population may present important problems of 
economic adjustment. Italy has suffered from popu
lation pressure ever since the shift of world trade 
routes deprived her of what had for centuries been 
her most valuable asset, namely, her international 
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commercial and banking business. Since that com
manding position in European trade was lost, the 
country was thrown back upon its own natural re
sources in large measure, under conditions that 
made it impossible to develop a surplus of exports 
and to maintain a strong international economic 
position. 

In the present chapter, an attempt is made, first. to 
survey briefly the Italian population problem both 
before and since the war and, second, to indicate 
the present status of emigration. Phases of eco
nomic policies involving the relation of population 
and resources will be discussed in the concluding 
chapter of the volume. 

I. EMIGRATION BEFORE THE WAR 

While the large-scale Italian emigration move
ment is a comparatively recent phenomenon, there 
has always been an important individual movement 
of Italians into other countries. As teachers, artists, 
merchants, and soldiers of fortune Italians have kept 
up the tradition of pioneer traveling for which they 
became noted during the later middle ages. 

The pressure of population against resources has 
long been a subject of discussion in Italy. The 
peninsula probably had a population of about 6 
million at the end of the Roman Republic, about 11 
million in 1600, and about 17 million in 1800.1 Long 

'See dISCUSSIon on Bevblkerungswesen In HandwQrterbuch de, 
Staal8wissenscha/ten, 4th edItIon, Jcna, 1921. 
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before economists in France or England began to 
concern themselves over the growing gap between 
death and birth rates, Italian writers were arguing 
that population might overtake resources in the not 
distant future/ol If space permitted, it would be of 
interest to cite soItle of the observations on this point 
in the works of Botero, who wrote in the sixteenth 
century, or in those of Giammaria Ortes, the re
markable Venetian scholar of the late eighteenth 
century to whom we are indebted for the invention 
of the term "national economy" which preceded 
"political economy" and "economics" as names of 
the science. A century ago emigration had come to 
be regarded as something to be definitely encouraged" 
by the state. In the later years of the nineteenth 
century, the emigration problem played an im
portant part in stimulating the adoption of a half 
colonial, half imperialistic policy. 

The great Italian migration movement of the later 
nineteenth century was a lLart of the larger Euro
pean emigration to the western hemisphere and 
Australasia. This movement began to gain its first 
significant momentum following the Napoleonic 
wars. It was the first great migratory movement of 
history that took the form of a transfer of individ
uals or families rather than tribes and peoples as a 
whole. It was also the first movement in which 
emigration did not proceed along the lines of colonial 

• The discussion of this problem played considerable part in 
breakmg down the lal$8e1 JOlre attitude. 
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expansion. The beginning of the movement oc
curred during a great wave of pessimism regarding 
the consequences of overcrowding in Europe and 
made possible the supersession of that pessimism by 
the relative optimism of the la.tter part of the nine
teenth century. The individual emigration move
ment of this century was made possible by the de
velopment of the principles of individual freedom 
which characterized all of the leading countries of 
western Europe in the eighteenth and nineteenth 
centuries. 

The great Italian emigration movement began in 
the decade of the seventies. While there was a com
paratively large movement of Italians out of Italy 
more or less continuously throughout the nineteenth 
century, it was not until some years after the unifica
tion of the kingdom that the movement assumed 
large proportions. The coming of cheap railroad 
and steamship transportation and the opening up of 
the United States and South America were the great 
factors in the Italian emigration movement which 
began after the Civil War in the United States. The 
ship agent looking for return cargoes to America and 
the development of the mass employment contracts 
by railroad construction and industrial managers 
played an important part in quickening as well as 
enlarging the movement. The developing industries 
of the United States and the agricultural and live
stock expansion of Argentina in the last quarter of 
the nineteenth century, drew hundreds of thousands 
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across the Atlantic. Within less than 50 years, 15 
million Italian people had left their native soil, 
though more than half of them subsequently re
turned, taking with them accumulated savings which 
added materially fo the capital resources of the 
kingdom.' 

The north Italian tended to emigrate to central 
European countries (notably Switzerland), while the 
south and insular Italian almost invariably em
barked upon a trans-Atlantic journey. The follow
ing table shows emigration by destination from 1881 
to 1925. 

EMIGRATION BY DElSTINATION, 1881-1925 
(In thousands) 

Europe and 

Period Medlter- Trans-
ranean oceanic 
Littoral 

1881-1890 ........... 919 951 
1891-1900 ........... 1,288 1,546 
1901-1909 ........... 2.261 3,114 
1910-1914 ........... 1,387 1,862 
1915-1918 ........... 206 158 
1919-1923 ........... 638 7M 

1924 ................ 239 I 125 
1925 ................ 178 102 

TotaIfor 
thepenod 

1,870 
2,834 
5,375 
3,249 

363 
1,393 

365 
280 

• Particularly in the case of north ltahans, I't'gularly seeking 
tem~orary employment m adJommg COuntrIes, there was an ex
teIlSlve movement. back to the country of ongm whenever un
employment became serious m the countnes of immIgration. A 
gl't'at deal of emphaSIS has frequently been put upon the tempo
rary chal'l\cter of ltaban ImmIgratIon into the U.wted States; 
yet Bppaf('ntly a larger proportIOn of tran!HlCl'anic Bntlsh emi
gration h,l~ been ma1kedly seasonal and more markedly stlll 
affected by busmess prospects. See Johnson, S. C .. Bnti#h Emi
gration to North .America,176S-191~!London, 1913. 
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Between 1876, when official statistics of emigra
tion and immigration began to be taken, and 1880, 
total emigration amounted to about 544,000. Prob
ably no great amount of repatriation occurred in 
that half decade nor for that matter in the succeed
ing decade. In the nineties, however, and through
out the present century, repatriation has been an im
portant factor in determining the net reduction of 
tpe national population through emigration. Official 
records of repatriation begin only about 1902.4 The 
importance of repatriation in the later years is seen 
from the fact that no less than 1,368,000 Italians 
re-entered Italy in the decade from 1910 to 1920 
(1,174,000 in the short period from Jun.e 1, 1915, to 
November 30, 1918), while from 1921 to 1925 the 
total of repatriation amounted to about 694,000. 
For this decade and a half, therefore, net emigration 
amounted to something just over 3,100,000.5 

The emigration movement resulted in the adoption 
• See Annuano stat18tu;o dell' emigrazwne, Vol I, Rome, 1918. 

• NET EMIGRATION BY DESTINATION, 1913-1925 
(In thousands) 

Europe and Other -- Period Medlter- United Trans- Total'l)r 
ranean States oceanle the period 
LIttoral Countries 

1913-1921 .. ... 1,170 • 148 300 1,818 

1922-1924 •• .. 358 42 278 878 , . 
1925 ....... ...... 87 44 131 

• The detail of repatrIation from European and Mediterranean coun
tries is available for 1921 but not for 1913-1920 It waR probabll more 
than 70 per cent of the figure for gross emigratIon given above, 
1,170 millions. 
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0/ new standards o/living more or less throughout 
Italy. There was scarcely a village in the kingdom 
that did not even in the early stages of the emigra
tion movement receive its correspondence from 
foreign cities, often overseas, carrying impressive 
reporm of material prosperity and individual ad
vancement. Thus the Italian people developed a 
community of interest with the peoples of many 
lands and imbibed from them new ideas of life and 
living. Moreover, the flow of foreign money into 
Italy which resulted from the emigration movement 
made possible the gradual realization of the higher 
standards of living to which the people.bad come to 
aspire. 

It is difficult to over-emphasize the general social 
and economic consequences of the migration process. 
Not only did the Italian people come to render 
important service in the exploitation of the world's 
natural resources and the development of indus
trialism in other countries, but Italy herself received 
a very great stimulus both socially and economically. 
Italy came, moreover, to rely upon the permanence 
of the whole process and even to develop her entire 
economic structure on the assumption that freedom 
of human migration would go on undisturbed.' This 

• Indeed. rather than barring out Italian immigration other 
countnes were willmg to conclude treaties With Italy looking 
to the protection of Italian ImmigratIOn whether seasonal or 
permanpnt. As far back as 1896. thIS question was regulated 80 
far as TuniSIa was concerned by a Franc~ltaban Convention. 
In 1904. a treaty between France and Italy regulated the pos1t1on 
of nabonals of either country working In the other on a basis 
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was a natural assumption, for it would have been 
difficult in the decades preceding the Great War to 
foresee a state of public opinion in the countries of 
immigration sharply antagonistic to further accre
tions of Italian stock.7 

U. THE POST-WAR SI'l'l1ATION 

From the end of the war to the date of the census 
taken at the end of 1921, the population of Italy 
increased by between 6 and 7 per cent; and the addi
tion to the national territory did not account for 
more than half of this_ More than one million 
persons had returned to Italy in the years 1914-1918. 

of reciprOCity There were then about 260,000 Itahans in France 
and about 8,700 Frenchmen m Italy. See Yves Guyot, m Journal 
des economl8tes, October IS, 1925, P 250 fl. 

'On the SOCial consequences of pre-war emigratIOn, one of the 
best books of Its kmd IS that of Professor August Sartorius von 
Waltershausen, Dw siztlianl8che AgraTverJassung, LeipZig, 1913; 
and in Enghsh there is a valuable contribution by Professor 
Robert F. Foerster, The Italzan Emlgrotion oj Our Tames. Cam
bndge, 1919. Two recent general works are fundamental: G. 
Pertue, La revoluzione nelle legge dell' emigrazione, Tunn, 1923, 
and F. Vlrglhl, 11 problema della popolazaone, Milan, 1924 An 
extensive and useful general discussion appears in Vol. I of La 
questione mendaonale of Professor G. Anas, Bologna, 1921 See 
also V. Falorsl, Problema d'emigrazume, Bologna, 1924, F. SUIPIZI, 
Il problema deU' emigrazwne dopo La nvoluzione ed espa1l8lone 
colonzale, Padua1 1923; and for early aspects of sociological results 
of emigratIOn, A Nlceforo, Itahani del nord e italzam del sud, 
Tunn,l90l. Two books whICh the writer has not seen appear also 
to merit consultatIOn' P E DeLuca, Dell' emigrazione europea ed 
in. parhcoLare d, quelLa Italzana, 4 vols, Turin, 1910, and Francesco 
Coletti, La popalazwne rorale 111 Italza, Placenza, 1925 The 
Bollettino of the offiCial CommlSSBnat of Emigration at Rome 
is an inexhaustible mme of articles and statistICs; attention may 
be called m particular to two valuable discussions of pohcy ~nd 
future problems m the ISSUes of May and June, 1926, pp. 457 
and 613. 
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Most of them were, of course, adults, many of whom 
married and settled down to remain. In 1920, the 
tide of large scale emigration began again, with a 
total of more than 400,000; but the world-wide crisis 
of 1920-21 soon shut down the channels of distribu
tion, and never since has there been any return to 
the pre-war proportions. A considerable emigration 
persists, particularly to France, but it is of a quite 
different character from that of pre-war days, being 
now permanent 8lld by family groups. 

The reasons for this tremendous change in the 
emigration situation of Italy are soon stated. The 
United States Immigration Act of 1924 reduces to an 
altogether negligible number those eligible for ad
mission to this country. There is said to be a strong 
likelihood of similar discrimination along racial and 
language lines on the part of Australia, whither a 
growing number of Italians have gone since 1921. 
The third great trans-oceanic country of Italian 
immigration is Argentina, which has not discrimi
nated along racial lines, to be sure, but which, after 
all, has a relatively limited absorptive capacity. Be
tween January 1, 1919, and December 31, 1924, the 
excess of total immigration into Argentina. over 
emigration therefrom was about 417,000 and of these 
about 158,000 were Italian.8 Argentina. can hardly 

• Boleti" de fa Con/ederaciOA argmlina del comercio de fa 
,ndwtnG 11 dll fa producClOn, Apnl, 1925, p. 120 fl. It is an 
mterestJng detail that while the Itahan JIDmlgrants into Argell
tIDa formerly furnished most of the agricultural labor, they. lIke 
the SpanISh and other European immIgrants have more recently 
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digest any such number in the five or six years be
ginning with 1925 unless world requirements for her 
meat, wool, hides, grain, and other raw materials 
expand very rapidly and dependably, or her petro
leum development suddenly picks up speed. Neither 
Canada nor Brazil nor any of the other possible 
destinations will be in any condition to attract ex
tensive immigration from Italy or elsewhere in the 
immediate future. 

France now constitutes the principal outlet for 
Italian emigration. In the five years just before the 
war, an average of only 67,000 Italians went 
annually to France. But the rehabilitation of the 
devastated areas and the demand for unskilled and 
skilled labor in the expanding French industries 
drew large numbers of Italians to France after the 
war. In 1922 as many as 109,000 Italians entered 
France; in 1923 the figure rose to 183,000; in 1924 
to 231,000; and in 1925 it exceeded 300,000. At the 
end of 1925 it was estimated that there were fully 
800,000 Italians in France.9 

In 1923 the character of this immigration into 
France underwent a change. Instead of being 
primarily temporary labor under individual or col-
been absorbed in urban construction enterprises, packmg-houses, 
textIle factories, and the like Professor Foerster m Amenc~J7a 
Stati8tical A880CUJtwn Quarterly PublicatW1l8, June, 1919, p. 
347 if., declares that the calculation of 28 per cent of Argentma'. 
population as Itahan IS conservative. 

"By M de GUichen, reported m Journal dell economiBte. Octo-
ber 15, 1925, p. 250. ' 
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lective contract,t° the current of Italian immigration 
since 1923 has comprised, in increasing degree, agri
cultural laborers or tenant farmers. Crossing from 
the northern and central regions of Italy for the most 
part, into the southwestern and southern depart
ments of France, these immigrants have begun to 
come as entire families, and to take semi-leaseholds 
in French regions that have been for some years 
short of agriculturallabor.l1 

This transfer of population en masse from Italy 
to France is the least welcome form of relief which 
could come to the former country in her effort to 
settle the population question. It takes agricultural 
workers from the northern plains and hill-slopes and 
does not greatly relieve the less favored center and 

.. The collective contract is one made with the intervention 
of pubho authority, at least on the Itahan Side, the Commissioner 
of Emigration being authorized and directed to pass upon the 
terms of the contract. The magmtude of the movement under 
these contracts is surpriSing. Between January I, 1922, and March 
31, 1924, 46,000 Itahan laborers entered France under mdividual 
contracts; and between July I, 1921, and March 31, 1924, 65,000 
workmen proceeded to France under collective contracts. Journal 
dell economisteB, November 15, 1924, p. 386. In 1923, according 
to Coletti, speakmg at Pans m 1925 (see Journal dell economisteB, 
October 15, 1925, P 250) 100,000 Italians left France as the 
re\iaration labor no longer could furnish them with employment. 

See A. Bouton, "La colomsation rurale de la France par les 
~traDgers," In Economiste 8uropeen November'1!1 and December 
4, 1925 There IS a curious Sidelight on conditions in France in 
thiS article, the tone of which IS that of reluctant and grudging 
tolerance of Italian workers Bouton remarks that only hard
ships at home compel these peasants to flock into France and he 
cites among these hardships the fact that taxes are far more 
burdensome in Italy than In France Whereas a given Itahan 
peasant will have to pay 5,000 hre m taxes. a French peasant, 
presumably in equiValent Circumstances, will have to pay 2,000 
or 3,000 frane& 
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south. It may also mean the creation of a large 
silkworm ipdustry in France through the diffusion 
of north Italian methods of silkworm culture there. 
In this connection, it is worth recalling the part 
played by Italian immigrants in California in de
veloping the citrus fruit industry there. Moreover, 
the departure of these immigrant families from Italy 
definitely shuts down, so far as they are concerned, 
any stream of remittances to that country. In fact 
it does a good deal more, for such families appear to 
take out of the country their accumulated savings or 
the proceeds of their sales of capital assets, and the 
movement thus actually diminishes the national 
wealth and income of Italy. 

Advantages undoubtedly exist in the fact that 
this movement has got under way; but it repre
sents a very different sort of economic phenomenon 
from that of the older types of Italian emigration. 
Families having gone as units, there is less likelihood 
of a drift back to Italy, at least in the case of the 
agricultural settlers. They are closely gathered in 
given districts, numbering, by 1925, one to every 
five French peasants in some of the Garonne basin 
departments and one to every ten around 
Toulouse.12 But the prospect that France will con
tinue to take in the overflow from Italy for any 
length of time is not very favorable. Let a year or 
two of unemployment overtake France and a great 

uGeographical Remew, July, 1925, XV, pp 482-3; see also 
Revu.e economulue tnternahonale, April, 1926, p. 140. 
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hue and cry will go up against all the foreign laborers 
who have come to eat the substance of hard-working 
Frenchmen. 

Present outlets for Italian emigration are meager. 
Belgium absorbed many more Italians after her re
construction work began than she had taken before 
the war; but Belgium is too densely populated to of
fer any permanent opening for Italian immigration. 
In 1922, 27,000 Italians went to Belgium and Hol
land; in 1923, 16,000; in 1924 about 11,000. Switzer
land before the war was one of the great outlets for 
Italy: the five year average, 1909-1914, approxi
mated 82,000 Italian immigrants. This became 7,000 
in 1922, 9,000 in 1923, and 14,000 in 1924. While the 
German and Austro-Hungarian empires absorbed 
100,000 Italians annually, the states which replace 
these empires have attracted no more than seven or 
eight thousand Italians in any post-war year.13 

The Mediterranean littoral and the Balkan Penin
sula. have afforded little relief. Outside of Tunis, 
and a few Levantine trading centers, neither the 
eastern nor the western Mediterranean furnishes any 
reasonable prospect of taking care of an overfl.ow 
from Italy.1t The colonies of Italy will not support 

USee PrO$pettit'6 EcoflOmache, 1925, ll. 425 If. 
It It IS interesting to note that Itahan shIpping interests are 

more intent than ever upon secunng for themselves a dominant 
place in serving emigrant traffic by bUIlding large vessels deSIgned 
to carry not only all the emIgrant bUSiness around MedIterranean 
ports, but also Spamsh, Portuguese, Greek, and Balkan emI
grants to trans-oceamc destmatIons; and they have made im
portant agreements with governments m this connection. 
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the Italian populations they now embrace, not 
exceeding 100,000 in all. Four-fifths of the economic 
activity of these people rests in reality upon the 
expenditures, capital and current, which the govern
ment is making in the colonies. 

Nor does seasollal emigration offer any solution. 
Over-industrialized central and western Europe 
(except France) has no need for many Italians. 
While the economic disorganization of eastern 
Europe calls for engineers and constructors of what
ever nationality, as well as capital from all, it offers 
no permanent outlet for the emigrating population 
of other countries. 

Within Italy a very minor degree of relief from the 
pressure of population may come about through the 
expansion of migratory labor movements which have 
existed on a small scale. To this effect, early in 1926, 
the government set up a board charged with the 
duty of supervising and encouraging internal migra
tory movements. It is also possible that the prose
cution of various public works may give employment 
in different parts of the country for several years to 
come. For example, the draining of the Pontine 
marshes, which has been discussed for many years, 
seems likely to be undertaken at last, and if it is suc
cessfully carried out may well facilitate the settle
ment of many thousands of people in that region 
which is now so unproductive; incidentally it may 
be pointed out in passing such a development will 
facilitate the furnishing of food supplies to metro-
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polita.n Rome. There are a good many such enter
prises on the mainland and in the islands, and it is 
largely a question of the extent of the financial re
sources that will be available to set them definitely 
on foot. But it is obvious that large scale trans
plantation of the population is not feasible nor 
would it greatly relieve the pressure if it were. The 
mere taking of great masses of people and redistrib
uting them over the kingdom will not appreciably 
increase their aggregate production so long as the 
given physical setting remains what it is.ttI 

The prospects, then, of an opening for her emi
grants are poor in whatever direction Italy may 
look. New emigration has practically ceased to pro
ceed to the United States, whose government is 
reserving the quota openings for Italians under 
the Immigration Act of 1924 for wives and other 
close relatives of emigrants already gone to the 
United States. The very fact that these relatives 
proceed to this country means a diminution of the 
international income of Italy to a certain extent, for 
remittances will no longer be sent to them. The 
prospects overseas are mediocre. It is reported that 
Canada has lately made a treaty with Italy whereby 
some 10,000 Italians may each year enter the former 
country. In Latin-America, the outlook is unat
tractive for the most part on the west coast, with 
occasional modest opportunities in northern South 

U ThIS is &aid chiefly WIth reference to national income and 
internatIOnal obhgatlons. RedistnbutlOD might well have very 
valuable results. 



172 ITALY'S ECONOMIC POSITION 

America and around the Caribbean. As for Brazil, 
which admitted 1,440,000 Italians between 1820 and 
1924, it is highly improbable that opportunities for 
the profitable economic absorption of the annual 
average number of Italian immigrants in recent 
years can be maintained during a period of deflation 
and consequent depression which sooner or later 
must inevitably be traversed by that republic." 
Argentina, as already noted, can be expected to ab
sorb only a small part of Italian emigration. At the 
same time, for a number of reasons, Italian repatria.
tion is likely to occur on a large scale from some of 
the transoceanic countries. 

The falling off in emigration has an adverse 
effect upon many phases 0/ Italian economic life. 
It affects the nation's international income, since as 
the volume of remittances from Italians living 
abroad decreases the resources of savings banks and 
government savings offices will be correspondingly 
reduced. The process of breaking up the great 
estates in the South which in the main has depended 
upon the purchases made by repatriated emigrants 
or with funds sent by emigrants will depend in large 
degree upon government policy and action. The 
fact that families are likely to have constantly fewer 
workers earning funds abroad must, in the course of 

"The annual average of Itahan Immigrants into Brazil during 
the perIod 1820-1924 was 13,720; but for the penod 1820-1889, 
It was only 4,699, whde from 1890 to 1924 it was 31,762. See an 
address delIvered at Rome, December 17, 1925, by Dr Bulh0e8 
Carvalho, entItled Progres de l'emlgrahon italumne au Bretnl Rio 
de JaneIro, 1925 • 
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time, affect their ability to educate their sons (and 
daughters) rather than have them go early in life 
to industrial centers, perhaps themselves following 
en masse. Of particular significance is the fact that 
the pressure of population against resources tends to 
reduce the productivity of those who must work 
under increasingly unfavorable economic con
ditions.17 

Emigration to-day is restricted to a minimum. 
Fortunately, there has been but little unemployment 
to aggravate the problem. But industrial produc
tion may slump for anyone of a number of causes; 
and if it does the remarkable freedom from strife 
between labor and capital (as distinguished from 
8Ocio-political warfare between Communism and 
Fascism) which has characterized the years 1922-
1926, may end. The pressure of the emigration 
problem will then be felt in all its poignancy. 

• One must not assume that the Italian national legislature 
and executive treat tlus matter With indtfference. As a matter 
of fact, every effort has been made to lliace the emigration procet!ll 
upon • BOund basts. The ComlDJSSlU'lAt of EmIgration has bee.a 
for years tlghtenmg and tmprovmg Its restrictions upon the kmds 
of emigration and supervl8lon of emtgraDt ships and eonditioD8 
renerally; of late years professtonal and technical courses have 
been instituted to prepare emigrants adequately to meet require
ments of countries of immigration. On December 15, 1923, • 
royal decree established the lstituto di Credito per 11 Lavoro 
Italiano all'Estero (National CredJt office for Italian Labor 
Abroad) for the financing of emigration movements; the State 
guarantees 3.5 per cent on the debentures, and 4.5 per cent on 
the stock of thiS establtshment, also nominating m06t of the 
direetors. The Itahan government fully reah.Ies that this BOn 
of investment is always conducted at a direct loss, but poI!8Ible 
remote gains seem to it to justJfy the immediate outlay. 



CHAPTER VIII 

CURRENCY AND EXCHANGE 

AN ESSENTIAL part of the economic organization 
of a nation is a smoothly operating monetary and 
banking system. Indeed, the currency system of a 
country plays a singularly important part in the 
whole process of wealth production and exchange. 
An adequate supply of liquid funds is indispensable 
to the conduct of existing business and the expansion 
of industrial enterprise; and relatively stable ex
changes and commodity prices are a fundame·ntal 
requirement for general economic stability. Cur
rency and exchange are related to fiscal and trade 
and production problems both as cause and effect. 
That is to saYJ the character of a nation's financial 
management has a profound effect upon that 
nation's economic condition, and in turn the state of 
industry and trade is reflected in the condition of 
the nation's financial system. 

Although the Italians had been traditionally 
familiar with banking and finance, ripening the prac
tices that had come down through centuries of 
Mediterranean experience, the lack of political unity, 
as well as the dislocation of some of the world's 

174 
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principal trade routes away from the Mediterranean 
from the beginning of the sixteenth to the last third 
of the nineteenth century, prevented the develop
ment of a national system of finance. It was not 
until after the unification of Italy in 1861 and the 
opening up of new trade connections with eastern 
Europe and Asia in the subsequent two score years 
that the financial organization of Italy, on a national 
scale, could be achieved. 

In this chapter, we shall first review Italian bank
ing and currency from the unification of Italy in 
1861 to 1914, and then call attention to the dis
organization which was wrought by the Great War. 
We shall close with an indication of what has been 
done during the post-war years to rehabilitate the 
currency and banking system, and what, in the year 
1926, appeared to be the causes of the exchange 
instability which was then the subject of so much 
concern.1 

L PRE·WAll. msTORY AND POLICIES 

The first quarter century after 1860 may be char
acterized as a period of currency and banking re
organization long deferred. . The creation of a 
financial structure which would be able to prove 
responsive and adequate to the varying commercial, 
agricultural, and later, industrial requirements of 
the different communities of Italy was destined to 

• See AppendIX F, p. 499, for bibliography and other details. 
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be a task calling for the display of great patience 
and much skill. 

From the outset of its history, the kingdom found 
itself laboring under a serious handicap because of 
its poor credit standing in the financial markets of 
Europe. It was difficult to procure an adequate 
reserve with a view to maintain convertibility 
into gold. The lira was consequently almost con
tinuously under par for more than 20 yeafs. The 
chart on page 176 shows the fluctuations in 
the rate of the lira on Paris from 1871 to 1913 
inclusive. 

Italy 8Uffered for many years from irredeemable 
paper currency. The war with Austria in 1866 
aggravated an already unfavorable financial situa
tion, even though important territorial and political 
gains were achieved. The treasury found itself 
obliged to resort to what amounted to an official in
flation of the currency for military purposes; and the 
Banca Nazionale nel Regno d'Ita1ia., the principal 
bank of issue of the first years of the kingdom, 
having been required to lend to the government 250 
million lire at one and one-half per cent interest, was 
relieved of the necessity of redeeming these or any 
other of its notes in circulation. There were' five 
other banks of issue in the country at that time, 
though the note issues of some of them were not 
recognized throughout the kingdom. Their notes 
were now made legal tender, and it was provided 
that they should be redeemable in the notes of the 
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national bank. In order to facilitate this process, 
two-thirds of the gold reserves of these banks were 
exchanged for notes of the Banca Nazionale. Thus 
uniformity was introduced into the currency, but 
none of the issues was redeemable in gold. 

The irredeemable currency served to intensify the 
economic strain of a difficult period. In particular 
it deterred the placement of foreign capital in Italy, 
and encouraged the investment of Italian capital 
abroad rather than at home. 

The 15 years following the Austrian war witnessed 
an almost unbroken period of depression with the 
lira. not infrequently at as great a. discount as 20 
per cent. Various efforts were made to reform the 
currency, but the new burdens which were thrust 
upon the national treasury forced an increase in, 
rather than a restriction of, the irredeemable 
currency. 

In 1874, the six banks of issue in the new kingdom 
were directed by law to take over the liability for 
the notes which the Banes. Nazionale had lent to, or 
issued on behalf of, the treasury. The six banks 
were to issue up to an aggregate of one billion lire 
in notes, evidently to be redeemable in gold and 
silver, the older bank notes being exchangeable at 
par for these new consortium notes. This compli
cated arrangement disappeared later when the dis
solution of the consortium was directed by the 
legislature and all the notes it had issued were 
directly assumed by the state, to be redeemed in 
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specie upon demand. This bold step (naturally 
taken with some prudent and legitimate precautions 
to avoid the necessity for redemption) required a 
substantial loan, which the national bank had itself 
to underwrite.2 At length the credit was raised with 
which to buy the necessary sums of bullion on the 
market, so that, in the spring of 1883, the guarantee 
for the redemption of the paper currency had been 
completed, becoming effective on April 12 of that 
year. 

The currenc'1fstability attained in 1883 lasted leu 
thart a decade. For a time the stable currency to
gether with more settled economic conditions 
throughout the world had a quickening effect upon 
the economic life of Italy. From 1884 on, Italy's 
credit standing abroad steadily improved, and sub
stantial investments of foreign capital began to be 
made in her industries and public securities. 

But new difficulties were not long in coming, some 
proceeding from political crises, others from the 
effect upon Italian agriculture of formidable compe
tition from North America. Foreign borrowing 
which exceeded 1,200 million lire between 1886 and 
1891, unhappy budget management in the Crispi 
and the subsequent administrations, disastrous 
harvests, epidemics, and like obstacles proved too 
great a strain on the gold lira. The attempt to bal-

SWith some assistance, however, from two British banks and 
a Franco-Italian synwcate. The heavy borrowmg necessary to 
carry through thIS operation left lasting traces on the national 
debt. 



CURRENCY AND EXCHANGE 181 

a.nce the budget by heavy tariff duties served merely 
to reveal how serious was the situation of the nation's 
credit. The tariff war with France was particu
larly serious because so much of the borrowing of 
the treasury had been done in France; it led to 
the steady and possibly deliberate depression of 
Italian securities and exchange in the French money 
market. 

So serious did the situation become that by 1889, 
the bank notes of the kingdom were no longer re
deemable in fact, even though no legislative restric
tion upon their convertibility existed. Measures had 
to be taken to prevent the actual exportation of 
metal currency. In June, 1892, the highest judicial 
tribunal, sitting at Turin, rendered a decision setting 
forth that the redemption of notes in metallic cur
rency was no longer a practical possibility and could 
no longer equitably be exacted in the fulfillment of 
contracts. The law of May I, 1866, had declared 
void the inclusion in contracts of the "gold clause" 
(the promise to repay in gold); a.nd the effort to 
abide by this prohibition in a period of de facto 
inconvertibility of the currency after 1892 was a 
dolorous failure.· 

Italy passed through a terrific financial crisis in 
1893. Inability to support the currency program of 
the reform of 1882-83 with judicious and well 

• For details on the history of the gold clause in Italian mon
etary legislatIon and commercial law. reference may be made to 
a recent summary of all the diSCUSSIon. including Italian Jur1li
prudence, 1Il Nussbaum, Dt» Geld, Tubmgen, 1925, p. 173 If. 
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planned budgetary and tariff policies, coupled with 
a world-wide business depression, resulted in a col
lapse of the Italian banking and currency system. 
The premium on French exchange rose in 1893 as 
high as 15 per cent, while Italian treasury bonds 
were quoted at 72 on the bourse at Paris. 

Drastic measures were resorted to in an effort to 
stave off bankruptcy, one of the first of which had to 
deal with the actual inconvertibility of the treasury 
notes. A law of February 21, 1894, contained a 
quasi-admission of the situation of the currency, 
making bank notes redeemable in treasury notes at 
the nominal value of the latter, and redeemable in 
gold at the rate of exchange current when the trans
action should occur. The cash reserves of the banks 
were taken over by the treasury to the amount of 
200 million lire gold, in exchange for which the 
banks received treasury notes, as well as other com
pensatory advantages from which they subsequently 
derived some profit. Measures were taken to bring 
about the repatriation of Italian coins which had 
gone abroad (through agreements of the other states 
In the Latin Monetary Union), and stringent legal 
restrictions were placed upon the operation of the 
banks of issue.· It took nearly a decade for the cur-

"These were now three in number, the Banca Naaionale hav
ing become the Banca d'Itaha, and hal-ing two smaller bank.s 
fused With It Thenceforward, thIS Cf'ntral bank has served as the 
pnncipal bank of ISSUe, but, unbl April, 1926, It shared the ISSUe 

I pnvtlege WIth the two older m","tItutIons, the Banco d. Napoli 
and the Banca ill SICilia. These were ongmally consoltdaUOll8 
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rency to recovery from the effect of this demoralizing 
experience. 

After the turn of the century Italian currency and 
exchange steadily improved. The Italian treasury 
devoted its attention to the careful management of 
currency problems and in particular to the judicious 
support of Italian exchange. Specie reserves were 
steadily accumulated, an accumulation made possi
ble by the more favorable foreign trade and financial 
situation in the early years of the century to which 
reference has been made in Chapter II. Even the 
Tripolitan war of 1912 affected the value of Italian 
currency rather less than might have been expected. 

The table on p. 184 shows the reserves of the prin
cipal banks of issue for a number of selected years. 

It is apparent from this table, and from the chart 
on page 176, that Italian currency and banking had 
in the later years before the war been put upon a 
relatively satisfactory basis. Specie reserves had 
been built' up from less than 20 per cent in 1880 to 
of charitable funds and other public foundations; and all their 
profits go mto charitable and like pubhc channels 

By virtue of a royal decree effective July I, 1926, the reserves 
of gold securmg the note Issue of the Banco dl Napoli and the 
Banca dl Slclha were transferred to the Bank of Italy at prices 
prevaJlmg as of April 30, 1926; that IS to say, those reserves, 
aggregatlDg 355 mllhon lire m gold, ceased to be carried on the 
books of the two banks at the nommal amounts and paper lire 
aggregatmg 1,7OS mllhons were to be paid over to the two banks 
-an apparent profit of about 1,350 millIOn paper lire for the 
latter, m consequence of the depreCiation of the lira. The notes 
of the two southern banks are to be retired agamst new notes 
of the Bank of Italy, ceasing to be legal tender after June 30, 
1927, Concurrently With thiS consohdatlon of the note issue 
privileges, It IS anticipated that the capital of the Bank of 1~ 
will be conSIderably enlarged. 
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more than 65 per cent in 1913, and the specie reserve 
against the treasury notes had also become sub
stantial. The combined reserve against bank notes 

Year 

1882 •••• 
1888 •.•. 
1894 .•.. 
1900 . 
1908 ... 
1913. 

PRE-WAR BANK NOT. AND TRIIIASURY CIRCULATION· 

(In milllons of llre) 

Banks of Issue Treasury 

Bank Re/lfJf"1Je Treasury fJSper-notes Specie centageo/ notes Specie 
outstand- reserve outstand rese"e 

lng Clrcula- lng tlO" 

732 257 35 340 0 
1,075 ~~ 38 332 0 
1,126 45 399 80 
1,139 464 U 450 130 
1,862 1,311 70 436 178 
2,284 1,491 65 499 117 

Re.Cf'f)s 
G3 per-

cen'ageo/ 
CW'C'llIa-

tum 

0 
0 

10 
U 
U 
U 

• These figures are for December 31 of each year. Prior to 1894, 
tbe rese"e ag81nst treasury notes was in securities. 

and treasury notes amounted to approximately 60 
per cent. Meanwhile the lira had managed for 
several years to remain fairly close to its par value 
in the exchange markets of the world. 

II. Cl1RRENOY AND EXCHANGE DURING 'lBE WAR 

A great increase in the volume of outstanding cur
rency resulted from both governmental and private 
borrowing during the war period_ The consequent 
deterioration of the position of the Italian banks of 
issue and of the Treasury is clearly indicated in the 
table on p. 185. 

The maximum circulation of the three banks of 
issue, legally fixed at 908 millions, was raised before 
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the end of 1914 to 1,816 millions. Any issues in ex
cess of this amount were subject to a graduated tax. 
The official statements of the Bank of Italy have 
always separated note issues on government account 

BARB: NOTII AND TBIIA8l'B'f CIIWOUTlOR: 1914-1918. 
(In mUllOOB of lire) 

Baoks of Issue Tress11l'7 

Year Baok Reeert)fJ Treasur, ... "er- Rf1fJtJrDfJ ... "er-ootes Specie CflftfG(lfJoJ ootes Specie certfG(/fJol out.tsod· resene outsta.ocl resene 
lD& cWcu"'· iDg 01""""" flolt fwlt 

1914 •••• 2.936 11121 no 6111 1116 1S.7 
19111 •••• 8.968 1.492 37 IS 1.082 11111 U' 1916.... 11,012 1.2;0 ". 1,811 9 .7 
1917 ..... 1 8.4211 1,198 J4 , 1,748 8 .5 
11118. • • • 11,i50 1,166 " 2.124 II I.' 

• Tbe ligures are for December 81 of eacb ,ear. In addltloo to 
tbe gold recorded In tbe opecle reoerns, certain other gold belongiol 
to the treasury aod the Baok of Italy was s"at out of the couotr,. 
Tbe total tbus beld abroad rose from 192 million Ure at the end of 
19111 to 1198 mllilon8 four ,earB later. 

from the circulation for ordinary commercial pur
poses. Hence it is possible to determine how far 
the war was financed by direct borrowing from the 
banks of issue. 

The following table shows the extent to which the 
government borrowed notes from the banks with 
which to meet operating expenses. 

As of December 31 

1914 .................................... . 
1915 ................................... .. 
1916 ................................... .. 
1917 .................................... . 
1918 .................................... . 

In millions of lire 

735 
2,069 
2,554 
5,833 
7.166 
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In view of Italy's restricted monetary resources 
and the heavy strain to which her banking machinery 
had more or less continuously in pre-war days been 
subjected, the Italian banks of issue, during the war, 
made a comparatively good showing. It is true that 
the reserve percentages were greatly drawn down, 
but not much more so, proportionally, than those of 
the central banks of the other European belligerents. 
But the monetary effect of the war was profound. 

Specie payment was suspended even before Italy 
entered the war in the spring of 1915. Accordingly 
the value of the lira, as expressed on the foreign ex
changes, began to decline as soon as budgetary and 
foreign trade deficits occurred. Domestic price levels 
rose rapidly from a level of 117 in June, 1914, to 
470 in December, 1918.5 The lira was pegged from 
time to time at different levels, through the use of 
the proceeds of government loans from Great Britain 
and the United States. Before the end of the war, 
the lira had fallen to less than two-thirds of its 
normal value, rising, however, after the armistice, 
to nearly 16 cents. In 1919, foreign support of the 
exchange ceased, and the lira fell in the course of a 
little more than a year to less than six cents. The 
chart on page 178 shows the decline in the exchange 
value of the lira from the beginning of 1924 to the 
middle of the year 1926. 

• For indices of Italian priCes, both internal and external see 
Appendix F, pp. 509-11. ' 
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m. POST·WAR ctJB.RENCY AlfD EXCHANGE PROBLEMS 

Apprehension on the part of administrators, 
financiers, and economists over currency problems 
began to appear soon after the signing of the Treaty 
of Versailles. In Italy, as in other countries, there 
were sharp differences of opinion as to good public 
policy. On the one side were the "deflationists," 
who championed a return as rapidly as possible to 
the gold standard at the former par value of 19.3 
cents; opposed were manufacturers and traders who 
wished to see a new value for the lira legally fixed 
at some lower level. No official policy was, however, 
formulated, and the lira was allowed to drift. After 
falling precipitately in 1919-1920, the lira oscillated 
nervously until the winter of 1921-22. Then. 
through 1922, 1923, and 1924, it fluctuated within 
relatively narrow limits and seemed to have achieved 
something like stability. But the winter of 1924-25 
witnessed a new decline which continued until mid
summer of 1926, the ground lost being recovered in 
the substantial rise that followed the measures of 
the autumn. 

The table on p. 188 shows the condition of the 
banks of issue and of the treasury notes outstanding, 
year by year, since the close of the war. 

The government notes remained wholly un
covered, owing in the main to the transfer of Italy'S 
gold to Great Britain, and the same reason must be 
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advanced for the slenderness of the reserves of the 
issue banks. On the whple, the holding of the levels 
shown for the total-paper circulation and for the 
specie actually 'Yithin Italy was an achievement, if 
one considers what was happening elsewhere in 
Europe.6 

BANK T' .. - A: 0 TnE~sunY CIRCULATION' 1919-1925 

(In millions of lire) 

Banks of Issue Treasury 

. Bank Re8erve Treasury Re8erve 
Year 

notes SpeCIe aB a per- notes Specie aBa per-
out- reserves centage out- reserves centage 

standIng 0/ Cl.rcu-- standmg 0/ Cl.rcu--
latwn latUYII 

1919 ... 16,281 1,152 71 2,270 4 0.1 
1920 ..... 19,732 1,174 6.9 2,268 2 01 
1921. ... 19,209 1,206 6.3 2,267 1 0.0 
1922 .... 18,012 1,241 6.3 2,267 0 00 
1923 .•• 17,247 1,243 7.1 2,428 0 00 
1924 ..... 18,114 1,256 6.9 2,400 0 0.0 
1925 ... 19,350 1,258 66 2,100 0 0.0 
1926 .. 19,681 1,261 6,4 2,100 0 0.0 

* The figures are for December 31 of each year, except m the 
case of 1926, for whICh the date is June 20. As m the case of 
the table on p. 185, gold depoSIted abroad does not appear among 
the reserves. 

The advances, statutory and extraordinary, made 
by the banks of issue to the treasury have shown 

"The great transactions connected with the ConsortIUm for 
Loans on Industrial SecuntJes, which IS discussed m detail m 
AppendiX F, necessanly held the CIrculatIOn at a higher level 
than would otherwise have been the case 
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the following fluctuations in the years since the war, 
the shrinkage in 1920-21 being particularly striking. 

December 31 

1919 ••••••••••••••••••••••••••••••••••••• 
1920 ••••••••••••••••••••••••••••••••••••• 
1921 ••••••••••••••••••••••••••••••••••••• 
1m .................................... . 
1923 ••••••••••••••••••••••••••••••••••••. 
1924 •••••••••••••••••••••••.••••••••••••• 
1925 ••.••••••••••••••••••••••••••••••••.• 

July 31 

Million Lire 

10,630 
10,743 
8,505 
8,077 
7,754 
7,244 
7,062 

1926 ••••••••••••••••••••••••••••••••••••• 6,730 

The advances to the government had been steadily 
though slowly reduced since the beginning of the 
Fascist regime, but it was not until 1926 that a 
definite program of liquidating this indebtedness and 
of placing the whole currency system upon a sounder 
basis was inaugurated. Before this program is dis
cussed we feel it desirable to indicate the movements 
of commodity prices. 

The table on p. 190 indicates the movement of 
wholesale and retail prices since the beginning of the 
war. 

Both wholesale and retail prices rose rapidly dur
ing the war years, though retail prices showed a sulr 
stantial lag. After the peak was reached in 1920 
wholesale prices declined for two years, but since 
1922 have been moving steadily upward. From the 
summer of 1924 to the summer of 1926, the advance 
was rapid, with both wholesale and retail prices 
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reaching levels substantially above those of 1920. 
During these later years the lag in retail prices has 
been considerably reduced. In the summer of 1926 
the upward movement of commodity prices was 
checked in consequence of the general reaction which 
accompanied the arrest in the decline of the lira. 

Year 

1913 ................•..... 
1914 ...•................•... 
1915 ...............•....... 
1916 ....................... . 
1917 .................•.... 
1918 ...•.................. 
1919 .................... . 
1920 " .............•••.... 
1921 •....••...•.........•.. 
1922 •....................... 
1923 ....•.....••••.••.••.•. 
1924 .•..•........•.....••.•. 
1925 •......•........•.....• 
1926" ..............•.....•.. 

"FIrSt SIX months. 

Wholesale Prices 
(Bachl) 

100 
95 

133 
200 
306 
409 
366 
624 
578 
562 
575 
585 
690 
700 

Retail PrJces 
(General Labor 

Office) 

100 
94 

114 
125 
162 
239 

452 
SOl 
527 
518 
538 
605 
644 

The fluctuations in commodity prices have been 
intimately related to the fluctuations in exchange 
rates-related as both cause and effect. When the 
lira has declined prices have risen, and when the ex
change has risen, commodity prices have tended to 
fall. There is, however, always a lag in the adjust
ment of internal prices to exchange fluctuations, and 
it is this lag which makes a country of depreciating 
exchanges a good purchasing market for foreigners 
and thus stimulates foreign trade. 
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The instability of the lira since the end of 1924-
has been the subject of much controversy. The de
cline of the lira in 1925 came as a surprise for it was 
generally believed that Italian exchange had been 
brought pretty well under control. The extent of 
the decline was, moreover, not foreseen when it 
began, and merchants as well as speculators post
poned covering their commitments through the 
winter and spring of 1924-25. The last week of June, 
1925 witnessed a miniature panic which led to a 
widespread liquidation of government securities and 
other holdings. 

One explanation of the decline is that in the winter 
of 1924 and 1925 the adverse trade balance was un
usually large. Another explanation is that it was 
due to ilie gradual development of political uncer
tainty in the country, with the resultant "flight from 
the lira"-Italian savings being converted into 
foreign currencies or properties. Still another ex
planation is that there were at the time very large 
foreign holdings of Italian currency-estimated at 
all the way from 5 to 8 billion lire,7 which made it 
possible for foreign interests to exert pressure upon 
the Italian exchange and hence upon Italian domes
tic and foreign policy. 

Finally, the decline of the exchange was occa
sionally charged up to the activities of speculators 
whose sole interest lay in making money out of cur-

'See Appendix A, pp. 320, 325. For references to discussions of 
exchange problems, see AppendiX F, p. 506 fl. 
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rency manipulations. The Minister of Finance at
tributed the crisis more to speculative manreuvers 
than to any other cause, and instituted thorough
going restrictions on security market operations. 
But the Minister had not reckoned with the full 
strength of the speculative fever that pervaded all 
classes in Italy in 1924-25. Dissatisfaction with his 
policy became so clamorous that its further enforce
ment called for measures which the administration 
was apparently not prepared to take; and conse
quently the Minister resigned in the early summer 

,of 1925. 
The new Minister of Finance adhered to the same. 

policy of keeping money rates high and of restricting 
in every possible way the volume of speculation. 
Late in August, 1925, he issued a series of regulations 
governing exchange transactions which were quite 
as severe as anything which the war had produced.8 

New open credits in lire for foreigners were forbid
den, as well as the discount of exchange drawn by 
foreign firms on their lira deposits in Italy. The 
purchase of foreign bills was forbidden except when 
the price in lire should be immediately paid in full. 
Detailed reports from the banks to the Ministry of 
Finance were exacted, particularly with a view to 
determine whether proceeds of credits abroad would 
henceforth be disposed of at prices exceeding their 
cost. This was the financial regime under which 

• Commercial and Financial Chronicle, September 12, 1925, p. 
1,300. 
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Italy passed the winter of 1925-26, and the spring of 
1926.11 

But thorough-going as was the revival in 1925 of 
the war-time powers of the Exchange Institute, the 
situation did not lend itself to the same effectiveness 
of control as during the war, for there was now no 
corresponding governmental control in the countries 
whence Italy imports her supplies, and the Italian 
government was no longer the principal importer of 
foreign goods. Perhaps it is true that the exporta
tion of capital could not be carried on as easily as 
before to the extent that these regulations might 
be enforced.to 

When the proceeds oftthe New York loan of No
vember, 1925, became available, the government wu 
in a position to maintain a firm grip on exchange 
for some months. Then the British general strike of 
May, 1926, led to the precipitate liquidation of Con
tinental currency holdings, including lire, in both 
London and New York. 

·Various subaidiary measures were taken which are not cited 
here m deW. such as the offering of 3.5 per cent treasury notes 
iuued in /fUrling or .n doUa,.. in return for foreign bills, wluch 
the treasury wanted \0 acqwre in order- \0 build up the holdmgs 
of the Exchange Institute. Tlus orlgmal plan was almost im
medlately COPied by the French Fmanee MlDlster. It had httle 
success m either country, as holders of forelgD currency could 
not be tempted by low mterest olJers to overcome their fear of 
depreel&bon of their domestiC currency . 

.. The Industnal Federabon and the Association of Corpora
tions ISSUed, at the beginning of August, 1925, a formal state
ment urgmg the industnal eommuruty to support any govern
ment action intended to prevent any further fall m the exchange 
value of the bra. 
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The effort to hold up the lira in the 12 months 
that followed the sharp decline of the spring of 1925 
not only cost the government a good deal, but it in
volved exchange operations of very great magnitude. 
Speaking in the Senate in June, 1926, the Minister 
of Finance indicated that about 80 million lire, 
paper, had been "lost" by the treasury in exchange 
operations between July 1, 1925, and the first part 
of June, 1926. By "loss" was implied simply the 
difference between the amount expended in the 
course of purchasing, and the amount probably 
realizable (at the moment the estimate cf loss was 
ventured) by selling the accumulated lire on the 
open market. An ingeni~us conjecture was soon 
after put forward 11 that the amount thus "lost" 
would hardly be more than 1 per cent of the value of 
the total volume of exchange transactions engaged in 
by the Minister of Finance. If 80 millions, therefore, 
represented the loss, there would be indicated a total 
volume of transactions equal to approximately one
fifth of the v.,alue of Italy's total foreign trade during 
1925. Other estimates run as high as 30 billions for 
the 12 months ended June 30, 1926. Certainly, the 
government's transactions were large, and during 
May, 1926, occasionally ran into many hundreds of 
million lire a day. 

Notwithstanding the restrictive measures taken 
in 1925 and the support provided for exchange 

II By the Money Market Edltor of the Stat~t, June 19, 1926, 
p.l,069. 
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through the negotiation of debt settlements, the 
procuring of foreign credits, and the government's 
defensive action, the lira continued to decline 
through the summer of 1926. While less spectacular 
than the decline of the currencies of France and Bel
gium, the trend of the lira was persistently down
ward after the autumn of 1924. Moreover, there 
were certain characteristics that link up the down
ward tendency with the prevalence of borrowing 
abroad. The most precipitate declines in exchange. 
values have usually occurred in the late spring of the 
succeeding years. The monthly average (lire to the 
dollar) fell from 24.61 in May, 1925, to 26.10 in 
June, 1925, and from 25.97 to 27.33 in the corre
sponding months of 1926. These are the months 
when settlements for winter purchases accumulate; 
and in them, also, taxation requirements increase the 
demand for funds and hasten realizations. 

The main cause of the steady shrinkage in the in
ternational purchasing power of Italy's currency 
appears, in the last analysis, to have been the volume 
of borrowing to which we called attention at the 
end of Chapter II. Neither the budget nor the inter
national trade and financial situation since 1922 
would have justified a decline in the value of the 
lira. If there were no selling of foreign holdings and 
nO'speculative operations, the lira ought to have 
been quite as stable in 1925 as during 1923 and 1924. 
The uncovered debits have been mounting and 

:' through whatever channels they may be transformed 
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into holdings of lire, they exert a pressure upon 
Italian currency which necessarily has fTown more 
effective each year. These credits in the name, and 
under the control, of foreigners are liable at any time 
to be thrown into the market, under the influence 
of a diminished confidence in the future of Italy, or 
because of like "psychological impulses." 

In the late summer of 1926 the long-awaited 
Fascist program of currency reform was launched. 
On September 1, 1926, it was announced that a 
number of measures would be taken to enhance the 
value of the lira and hold it firmly at the highest 
level reasonably attainable.12 The first of these 
measures was the repayment of about 40 per cent of 
the government's advanoes fJ;:om the banks of issue. 
These advances, which had shrunk to some 6,730 
millions by July 31, were, of course, by this time all 
on account of the Bank of Italy, the sole bank of 
issue of the country since July 1, 1926. The full 
proceeds of the dollar loan of November 18, 1925 
were transferred by the government to the Bank of 
Italy, which could thereupon reduce the govern
ment's debt to the bank by 2.5 billion lire. The 
balance of 4.2 billions was to be liquidated in eight 
or nine annual instalments of 500 millions each to 
be provided from budgetary savings; and the first 
of these reductions was to be effected in the fiscal 

U For details of the decree, see AppendIX F, p 50S The govern
ment had apparently qUIte secured Its posItIon in the exchange 
market before announcmg Its program, whIch was successfully 
kept secret untIl publIShed. 
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year 1926-27. Under this schedule, the advances of 
the Bank of Italy to the Treasury will have been en
tirely repaid by 1935. 

It is to be noted that this program aoes not in
volve the contraction of the currency, which, as we 
have pointed out in Chapter II and in this Chapter, 
has been hardly adequate for normal requirements in 
the.years 1924-1926. These measures contemplated, 
not the contraction of the currency, but its strength
ening, by sUbstituting gold or it,s equivalent for 
public securities of the Italian State as the basis of 
a large proportion of the fiduciary currency. The 
reduction of the internal debt of the government was 
another salutary objective of the reform. 

The second important measure aimed at the re
duction of the paper currency was the retirement, 
without replacement, of 400 millions of the treasury 
notes which have for a decade provided the sub
sidiary currency of Italy,-namely, the 25 lira notes, 
and the calling in, after October, 1926, of the 5 and 
10 lira notes, aggregating, supposedly, some 1.7 
billions.18 Silver coins were to be issued at once in 
replacement of the 5 and 10 lira notes. The silver 
was to be derived from the recoinage of the old one 
and two lira coins withdrawn in 1917. . 

Another measure long awaited was the provision 

"The aggregate of these notes actually in existence is prob
ably a substantIal percentage Jess than this theoretical mlWDlWD 
of. 2,100 millions It has been the experience of other coun
tries, when callmg in fractional paper currency. that a large 
volume of notes literally has been lost or worn out. 
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for final liquidation by December, 1926, of the Con
sortium for Loans on Industrial Securities. The 
securities against which notes had been issued were 
to be transferred to the ordinary portfolIo of the 
Bank of Italy; and bonds acquired by the consortium 
with its earnings were to be retired. Again, the 
quantity of currency was not to be affected ap-
preciably. . 

Finally, it was provided that the Bank of Italy's 
notes in excess of 8 billions should bear a special tax 
of 1% times the discount rate. That Bank, more
over, was given independent supervisory powers 
over all Italian banks, which are now required to 
build up their reserves until they represent 40 per 
cent of their capital, respectively. 

Thus, if this program is successful, both the gov
ernment's outstanding non-interest-bearing treasury 
notes and the advances from the banks will be 
rapidly reduced. Its success will obviously depend 
upon the ability of the government. to obtain year 
after year a budgetary surplus of considerable dimen
sions. We shall return to this matter in Chapter X, 
wherein also, we shall consider the problems in
volved in effecting a return to the gold standard 
and a complete stabilization of the currency. Mean
while, we turn at this point to a discussion of the 
foreign debt agreements reached by Italy with the 
United States and Great Britain. 



CHAPTER IX 

THE DEBT SETTLEMENTS 

ITALY'S public indebtedness to the governments 
of Great Britain and the United States was trans
formed from a mass of demand obligations bearing 
5 per cent interest into two long-term debts at low 
rates of interest in the winter of 1925-26. In the 
process of funding, the totals of original loans plus 
interest since 1919 were cut down to new capital 
sums substantially lower, and the interest rates 
agreed upon for the future were far below those orig
inally stipulated. The growing shadow of the un
paid interest in the years 1920-1925 had not only 
obscured the future of Italian public finance but 
had also greatly unsettled the processes of economic 
readjustment begun at the end of the war. 

The two agreements were concluded within eight 
weeks of each other, at Washington on November 
14, 1925, and at London on January 27, 1926. There 
is more than a coincidence in the practically simul
taneous conclusion of these agreements which had 
been pending since the end of the war. The de
cision once for all to get the debt settlements out 
of the way was taken by the Fascist administration 
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in the middle of the year 1925, when it reached 
the conclusion that there could be no restoration 
of the domestic and foreign stability of the currency 
until the future interest and sinking fund charges 
on the foreign public debt were known definitely and 
until also the door to public and private credits in 
foreign money markets had been opened through 
the acceptance, without further demurrer, of the 
debt policies laid down by the governments of the 
United States and Great Britain. Thus the motives 
which inspired the decision to make the best pos
sible settlements of the two debts may be described 
as fundamentally economic in character, in that the 
amelioration of domestic, financial, commercial, in
dustrial, and even social conditions was uppermost 
in the minds of those responsible for public policy. 

There were, however, other considerations which 
might be broadly described as political in character. 
As things had shaped themselves after the Treaty 
of Versailles, it was early made quite clear that dis
cussion regarding the ultimate disposal of the inter
national public debt arising out of the war could 
not occupy any conspicuous role until the discus
sions regarding the German indemnities should have 
retired from the center of the stage. This became 
possible only in mid-summer of 1924. In point of 
fact, the early fall of 1924 witnessed the gradual 
shift of focus, and in the winter of 1924-25, there 
were a good many developments which foreshadowed 
the decisive stage of the debt negotiations of those 
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countries whose obligations to the two principal 
creditors were still unfunded.1 

L ~ AGBEEMENT WITH ~ tJNITED STATES 

In the winter of 1924-25, after a rather gratify
ing period of relative stability of the currency, the 
lira began to give way just when the budget was 
being balanced for the first time in a dozen years. 
As was indicated in Chapter VIII, whatever pres
sure may have been exerted to bring about this 
break, it is difficult not to sense a connection be
tween the exchange crisis of the late spring of 1925 
and the debt negotiations. As soon as the credit 
of $50,000,000 was granted to the Bank of Italy in 
June, 1925, by a New York banking house, the crisis 
came under control; and formal negotiations be
tween the Italian and United States governments 
began. It was now generally supposed that the 
stabilization 9f the currency upon which was predi
cated the reopening (or the wider opening) of for
eign money markets to Italian industry, itself called 
for public borrowing on a large scale; and this bor
rowing could not take place unless and until the 
debt to the United States should be consolidated. 
The Minister of Finance, one of whose cardinal 

I For details on the antecedents and chronology of Italy's nego
tiations loolang to the fundIng of public foreIgn debt, see Appen
dIX C, p. 382 II. The entIre subject of the war debts IS dIscussed 
in Moulton, H. G., and Pasvol.sky, Leo World War Debt Settle
ments (InvestIgatIons in InternatIonal Economic ReconstructIon, 
InstItute of Economics, Washington), 1926. 
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policies has been the avoidance of borrowing abroad. 
resigned. 

His successor rapidly prosecuted the negotiations 
with the United States. proceeding himself to the 
American capital at the end of October, 1925. The 
formal dIscussions between the two debt commis
sions, which lasted from November 2 to 12, began 
with the submission of a full statement of Italy's 
economic position, prepared by Italian scholars and 
public officials.2 After discussion of the general 
economic situation of Italy, and reaffirmation of 
the policy of securing payment "according to ca
pacity" on the part of the responsible representa.
tives of the United States, an arrangement was 
sought which it was thought would enable the debt 
to be paid without too much difficulty. 

Agreement was at length reached which provided 
for. the payment of $2,042,000,000 of principal and 
$365,000,000 of interest in 62 years. The interest 
payments begin after five years, and at the rate of 
one-eighth of 1 per cent. The payments of prin
cipal begin at once, and amount during the first five 
years to $5,000,000 annually, subsequently jumping 
to $12,000,000 and steadily mounting to the maxi
mum figures of the last years of the period.· In 
determining the present value of future payments 

• Aa is abundantly mwcated throughout thIS volume, the writer 
has kindly been afforded access to thIS collectIOn of memoranda, 
and has found It of much value. 

"The text of the Agreement Signed on November 14, 1925, 
appears at p. 413 ff. 
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relating to war debts, the treasury of the United 
States has regularly proceeded on a basis of 4.25 
per cent; the present value of the Italian schedule 
would accordingly be about 535 million dollars. 

In due course the agreement was submitted to 
the national legislatures of the United States and 
of Italy. Ratification was soon effected in Italy. 
But in the Congress of the United States, desul
tory and inconclusive discussions were prolonged 
in both houses, a great deal of hostility to ratifica
tion being attributable to considerations that had 
nothing to do with the economic basis of the agree
ment. At length, the legislation was enacted, and 
the agreement became law on April 28, 1926.· 

II. THE AGREEMEN"r WITH GREAT BRITAIN 

After the signing of the agreement at Washing
ton, negotiations for the application of the principle 
of proportional and equitable treatment were 
promptly opened with Great Britain on January 14, 
1926, terminating 13 days later with a formal agree
ment.1I The British Government undertook to re
turn the 22.2 million pounds deposited with the 
Bank of England by the Italian treasury and the 
Bank of Italy, but in small instalments; 8 million 
pounds will have been repaid to Italy by 1932, and 
the balance between 1932 and 1987. As to the liqui
dation of the British credits to Italy, the agreement 

• Public Act No. 155 of the Sixty-ninth Congress. 
• The text appears on p. 420 fl. 



204. ITALY'S ECONOMIC POSITION 

binds Italy to heavy initial payments. Her first 
payment was one of 2 million pounds for the sec
ond half of the fiscal year 1925-26; thereafter she 
is required to pay 4 million pounds annually in the 
fiscal years 1926-27 and 1927-28, and 4%, millions 
for the four years ending March 31, 1932. Then 
4% million pounds are to be paid by Italy each 
year for 55 years, while in the first half of the 
fiscal year 1987-88 the payment will be 2,250,000 
pounds. In all, Italy·is called upon to pay 276.7 
million pounds to Great Britain. 

When the terms of the Italo-British settlement 
were published a controversy of minor proportions 
arose as to its burdensomeness to Italy in compari
son with the Washington agreement. The chief 
foci of the discussion were the London press, the 
House of Commons, and the United States Con
gress. Of course, those who engaged in the dis
cussion with other motives than political conten
tiousness were obliged to take one side or the 
other-according as their experience of world 
affairs or their inherent faith in the sanctity of 
secular covenants prevailed. The whole thing has 
been put in a nutshell in the following paragraph 
from the speech of the Chancellor of the Exchequer 
during the debate on this subject in the House of 
Commons on March 24, 1926, from which other 
extracts are included in Appendix C. 

But how does the Anglo-Italian settlement compare 
with the American-Italian settlement? If you look at 
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it as a purely arithmetical calculation, there is no doubt 
that Italy' is paying what by present values is propor
tionately a much smaller sum than she has agreed to 
pay to the United States. But you must bring into these 
matters other considerations. The payment which Italy 
is to make to the United States begins by being a very 
small sum indeed, and for many years the payments 
remain on a very low level. It is not until 20 years have 
passed that the aggregate payments which they will have 
made to the United States become bigger than the figure 
which they will have paid to us, making allowances for 
the pro rata calculations. When you get to the sixtieth 
year, immense payments will be made by Italy, amount
ing, I think, to £16,000,000 in a single year, to the United 
States. It just depends what your general view is and 
whether you take the long view of all these war debt 
agreements and arrangements. If you are quite sure that 
three generations hence these immense payments will be 
made by the Italian people and by other debtors all over 
Europe to the United States, then, of course, it is un
doubted that our bargain is not so favorable as is the 
one which the United States have affected. If, on the 
other hand, you attach more importance to the payments 
which are to be made in the first 20 years, then we may 
say that we have fully maintained the principle of pari 
passu. 

What really counts, in other words, is the fact 
that up to March, 1931, Great Britain will have 
received about 22% million pounds, and up to 
June, 1931, the United States will have received 
137,000,000, or less than one-third of the total paid 
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to Great Britain. The Chancellor was adamantine 
in his insistence upon his schedule of heavy pay
ments at the outset. In his official statement I 
after the signing of the agreement, he declared it 
to be "much more favorable in the early years" 
(than the Italo-American agreement). 

How did Italian opinion take the two settle
ments? Apparently with the sort of satisfaction 
that is felt when a long period of suspense comes 
to an end without the worst having happened. The 
Italian press at the outset reflected the official 
opinion of the administration that the settlement 
was an excellent thing in its way.7 The silver lin
ing of the cloud, however, was not revealed to their 
readers by many of them so clearly as by the 
Osservatore Romano which expressed gratification 
that the way was now clear for the investment of 
capital from the United States in Italy. But a 
most compact and concise formulation of the basic 
conviction prevailing among the majority of the 
Italian people on this subject is to be found in the 
following sentences from Professor Mortara's year
book.a 

With respect to these agreements, we recognize the 
fact that our negotiators have obtained the most favor-

"Quoted, among other places, in the Surveil No. 10 of the 
Re/erence Service on Internatwnal Affalr8, Pans 1921t 

In the London Time8 of November 14, 1925, and the days 
followmg thereafter, and In the EconomIC Review, London De
cember 11, 1925, p 510, will be found extracts from Itahan 'prel!8 
comment on the settlement With the Uruted States. 

• Prospettive economiche, 1926, p. 429. 
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able conditions which it was possible to expect, in view 
of the concept of the purely commercial character of the 
debts prevailing among the creditor countries. . . . Ac
cording to the agreements, Italy will return more than 
she received; and since what she received was not pro
ductively invested, but consumed in arms, munitions, 
and other supplies indispensable to victory, it is out of 
place to speak of any generosity on the part of the 
creditors. 

There would be little value in detailed discus
sion of the two issues involved in the foregoing 
quotations, regarding the relative burdensomeness 
of the two agreements, and the extent to which the 
agreement with the United States, at least, can be 
shown to represent a policy of reasonable consider
ateness, not to say generosity, towards Italy. On 
this latter point, any expression of opinion must be 
guided by one's convictions on the whole subject of 
the international debts; and there is no room here 
for any statement of these. As to the relative bur
densomeness of the two schedules of payments, 
the writer is quite of the same view as the British 
Chancellor of the Exchequer. The payments to 
Great Britain are the heavier in the first half dozen 
years-the years of transition, presumably, from a 
depreciated to a stable currency. This is what has 
real significance for Italy, and not the percentages 
of reduction from the nominal total value of the 
two debts as they stood when the respective nego
tiations began. Some writers have made a great 
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point of the fact that the Italian debt to Great 
Britain has been heavily cut down from the total 
of nearly 600 million pounds sterling; but in so 
doing they failed to put the proper stress upon the 
fact that more than half of this debt to Great 
Britain consisted of compounded interest. The 
United States was not only not compounding in
terest from the time the advances to the Italian 
treasury came to an end, but the full benefit of 
interest reduction to other countries in calculating 
the amount due from 1920 until 1925 was granted 
by the treasury at Washington to Italy. 

If, therefore, all question of generosity be put 
to one side, and inquiry be directed solely to a 
comparison of the demands made upon the Italian 
people in giving effect to the two agreements dur
ing the generation now in course, the conclusion 
seems inescapable that the agreement with the 
United States is likely to be substantially less 
onerous than the Anglo-Italian arrangement. On 
the other hand, it is to be borne in mind that the 
complex results of agreements as far-reaching as 
these can hardly be appraised without taking into 
account commercial factors and other international 
economic relations. The ability of Italy to main
tain large-scale trade relations with her creditors 
must be taken into account in weighing the ulti
mate burdensomeness of her obligations to the gov
ernment of Great Britain and the United States. 
Both creditors are now substantially on a prote~ 
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tionist basis so far as relates to Italian export trade, 
but the requirements of Great Britain (or more 
broadly, of the British Empire) are such that de
spite protectionist policies, she is likely to need to 
carryon a. wider variety of substantial commercial 
relations with Italy than will be the case with the 
United States. But naturally these considerations 
involving trade, immigration policy, and the like, 
transcend widely the purely financial characteris
tics of the two agreements, and consequently they 
belong rather in the summary porttons of the fol
lowing chapters than in the present discussion. 

m. DEBT AGREEMENTS AND REPARATION PAYIIEH'lS 

Emphasis was placed upon the close corre
spondence between Italy'S d~bt payments and her 
expected receipts on reparation account. The Min
ister of Finance proceeded at once to stress the fact 
that the "present value" of the capital sums to be 
paid under the two agreements a&,oregates 4,250 
million gold lire, and the "present value" of the 
Italian share in the German reparation indemnities 
amounts to 4,300 million gold lire.- He also per
mitted the implication to go uncontradicted that 
Italy's intention to fulfil her obligations would be 
as firm as her expectation that others should fulfil 
theirs. 

Estimates of Italy's burden for the initial years 
• On these calculations of "present values" see Appenm C, 

pp.402-3. 
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impress one with the fact that the payments will 
rapidly become a major factor in Italy's interna
tional accounts.10 From the second year on, the 
two sets of payments will represent approximately 
3 per cent of the aggregate treasury receipts (at 
the 1925-26 average value of the lira); and the per
centage will doubtless increase while the agree
ments continue in effect. In other words, a steadily 
large~ surplus of revenue over expenditure must be 
developed, either through an increase in revenue 
relative to expenditure, or through an actual reduc
tion in expenditure with no substantial change in 
revenue. 

One other aspect of the relation between debt 
repayment and reparation receipts must be men
tioned at this place. In Chapter IV, we presented 
the story of the Italian national budget in recent 
years, closing our survey with the state of the pub
lic finances and the yield and significance of taxa
tion in the fiscal year 1925-26. But in point of 
fact, the conclusion of the agreements with the gov
ernments of the United States and Great Britain 
has resulted in important changes even of a struc
tural character in the conduct of the nation't 
finances. In the late winter of 1925-26, a special 
fund was created as a sort of sinking fund into 
which all receipts on reparation account were to be 
paid and from which all disbursements under the 
funding agreements of November 14, 1925, and 

11 See p 403 fl. 
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January 27, 1926, should be made. The creation 
of this special fund quite apart from the usual 
budget accounts is, in a sense, reminiscent of the 
recoverable budget in France just after the war, 
although to be sure the Italian government has 
solemnly engaged to charge up no other outlays to 
this account than those strictly relating to the 
t~ansactions growing out of the war, and this en
gagement is likely to be observed. 

In consequence of this change, the Minister of 
Finance was able to suppress from the revenue and 
expenditure accounts the amount set uide to cover 
interest on the war debt. We are ref~rring now to 
the budget of assessable and collectible revenue 
and treasury commitments, the one which appears 
as the upper table on p. 77. From the very begin
ning of the war, the Italian government had been 
carrying an interest item on that portion of the 
foreign debt that was owed to Great Britain year 
after year in the accountancy budget, in conse
quence of the arrangements whereby interest had 
been compounded from the beginning of the Brit
ish credits. By suppressing this commitment in 
the regular budget and transferring the actual cash 
receipts under German treaty obligations to the 
newly created sinking fund, the Minister of Finance 
was able to show a larger apparent surplus in the 
budget of revenue and expenditure than would 
have been the case if the aggregate obligations and 
resources of the treasury had continued to be shown 
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in unified form.ll It may be remarked in passing 
that the establishment of a special office to receive 
all payments from Germany and to disburse all 
payments under the funding agreements gives added 
point to the frequently manifested determination 
of the Italian authorities to keep these two sets of 
operations closely linked. There is, however, one 
'less favorable aspect of the creation of this inde
pendent set of accounts, namely, that it tends to 
rob the Italian budget system of its hard-won 
unity, and to develop a twilight fiscal zone wherein 
unfavorable results may conceivably find tem
porary shelter. 

The fiscal and trade problems involved in meet
ing Italy's foreign obligations for the first years will 
be discussed in the following chapter. The prob
lems that will arise over the next generation in 
connection with these settlements require to be 
taken up separately. 

II Reference IS made to the figures for 1925-26 in the upper table 
on p. 77. Henceforth, the autonomous account of reparatIoD 
receIpts and foreIgn debt servIce payments wIll not affect the 
budget unless the Treasury has to prOVIde for some shortage, or 
to receIve some surplus of reparatIOn receIpts over debt payments. 
In thIS connectlOD, see p. 403. 



CHAPTER X 

THE PROSPECT FOR STABILIZATION 

WE HAVE been reviewingi in Chapters II to VIII, 
various aspects of Italy's economic system. In 
turn, we have considered the history and the pres
ent status of the international accounts, of the 
budget, of agriculture and industry, of population 
and emigration, and of currency and exchange. It 
now remains to draw together the threads of the 
discussion and to appraise the economic situation 
as a whole, both at the moment and as it is likely 
to be in the near future. The ability of Italy to 
maintain financial and economic equilibrium dur
ing the next few years, while engaged in reorgan
izing her currency and price structure, and in 
initiating the program of liquidating the foreign 
public debt, must be gauged before we venture 
upon a discussion of these problems as they will 
present themselves over a longer period of years. 

The striking feature of Italy'S economic life dur
ing the last few years has been the development of 
extraordinary industrial activity. Bustling pros
perity and the accompanying expansion of industry 
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have led many observers to contend that Italy has 
at last found herself industrially, and that steady 
and rapid progress is now assured. Such observa.
tions, however, quite overlook the fact that Italy's 
prosperity, like that of other European countries 
since the war, has been built on an insecure foun
dation. The shrinkage in the international pur
chasing power of the lira regularly required a cer
tain length of time to be reflected in a shrinkage of 
equal proportions in its domestic purchasing power. 
This lag in the adjustment of internal price levels 
for materials and labor to the levels of selling prices 
abroad stimulated export trade. At the same time 
rising prices, together with the general buoyancy 
of spirit that attended the successful institution of 
the Fascist regime, stimulated all phases of domes
tic industry and trade. Agricultural production, 
for its part, had also been large, but this has been 
due to the exceptional harvests of 1923 and 1925, 
rather than to price and psychological factors to 
which it is less responsive than are other forms of 
production. 

But the Italian government is now practically 
committed to a program of exchange stabilization. 
The currency refOI:ms announced in September, 
1926, were preliminary, of course, to the restora
tion of the gold standard and the improvement of the 
quality of credit currency. If this effort is success
ful, the recent activity of trade will tend to give 
way to a period of severe depression, the price mal-
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adjustment heretofore stimulating the export trade 
ceasing at last to have effect. 

A period of readjustment accompanied by do
mestic price changes and a loss of foreign markets 
has been clearly foreseen by the Fascist adminis
tration. The nation has been exhorted to regard 
this new era of hardship as a sort of national trial, 
and the symbolism of battle again enters into the 
language of leaders of the government. The "de
fense of the lira," much more even than "the battle 
of the grain," becomes a call for loyalty to the ideal 
of national economic independence. One para
graph from an official statement is worth pro
ducing: 

The laboring class will suffer from these measures, 
but we feel certain that all classes will support the gov
ernment. . . • Let us not forget that Italy is, above 
everything, a nation of the middle classes and that the 
government has to consider that class first even if, in 
time of crisis, the rich and the proletariat must suffer.1 

The period of prosperity of recent years has also 
had a marked effect upon the fiscal situation. The
large volume of business has resulted in a large 
yield in the class of indirect taxes, and the rela
tively large and steady incomes that have prevailed 
since 1923 have substantially increased the returns 

I Statement of Under-Secretary Grandi, September 2, 1926, as 
reported m Comere a'America of New York, September 4. 
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from direct taxation. Widespread prosperity and 
full employment have materially lessened the gov
ernment's outlays in the form of relief grants and 
subsidies. A period of readjustment and depression 
will thus serve at once to reduce revenues and in
crease expenditures. 

The foreign exchanges, the international ac
counts, and the fiscal situation are all closely 
interrelated factors. We have just seen that a 
moderately depreciating currency has-for a time 
at least-a stimulating effect upon industry and 
trade and, in turn, upon the state of the govern
ment's budget. We have also seen that a stabiliza
tion of the currency would tend to have adverse 
effects both upon the foreign trade situation and 
the government budget. Nevertheless, exchange 
stabilization is an absolute essential to a perma
nently sound financial and economic situation. 
For, if the currency is allowed to drift, in time the 
entire financial and business structure will be under
mined and the whole situation will get completely 
out of control, as has previously been the case in 
numerous European countries. Accordingly, the 
decision to effect, as soon as possible, a stabiliza.
tion of the currency is undoubtedly the wise alter
native, difficult though the period of readjustment 
may prove to be. 

Not only does a fluctuating exchange affect both 
the trade and the budget situation, but the budget 
and the trade situation also affect the exchanges. 
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These various agencies, or parts of the economic 
organism, are closely interacting in their workings. 
A fall of the exchange may be due either to an un
balanced budget or to an unbalanced foreign trade 
and financial situation. In the early years follow
ing the war, it was due, in the case of Italy, to both 
factors acting in conjunction. The decline in 1925 
and 1926 appears, as we have seen, to have been 
due chiefly to the international rather than to the 
budget situation, and particularly to the existence 
of a large volume of unfunded obligations held in 
the hands of foreigners. In view of the interaction 
of these factors, is a program of exchange stabiliza
tion at the present time feasible? 

It is impossible to answer this question with 
assurance, but it may be said that there is at least 
a reasonable chance that it can be successfully 
accomplished. The budget has shown this year a 
moderate surplus and, given a continuation of 
stable government, it is improbable that a deficit 
of serious proportions will occur in the near future. 
This statement is made with due regard to the fact 
that the limit of taxable capacity has practically 
been reached. It may be recalled that taxation has 
been absorbing approximately one-fifth of the rela
tively small national income. The budget surplus 
this year amounted to nearly a billion and a half 
lire, and a depression might conceivably result in a 
deficit of equal size. A deficit of even this amount 
would not, however, be unmanageable so long as 
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the government's recently attained favorable credit 
position remains unimpaired. 

It should be pointed out, however, that even a 
moderate deficit would prevent or undo the carry
ing out of the program designed to retire the out
standing treasury notes and the advances from the 
Bank of Italy. In view of the slender budget sur
plus now existing, and the prospect of a less favor
able fiscal situation during the period of transition, 
it is indeed doubtful whether the program for 
reducing the volume of outstanding treasury and 
bank notes can be realized. Even so, it remains 
true that the budget situation is not so unfavorable 
as to warrant the belief that budget deficits will 
result in a breakdown of the exchanges. 

A much more serious menace to exchange stabi
lization comes from the prospect of a substan
tial deficit in the international trade and service 
accounts during the period of transition. We called 
attention at the end of Chapter II to the trend of 
import and export trade in 1926. Not only are the 
effects of exchange stabilization upon export trade 
and even upon some of the invisible earnings pro
nounced, but they will continue to be so for no 
little time. The experience of England and Ger
many, of Czechoslovakia and Austria, and of other 
countries, indicates that trade recovery following 
currency stabilization is a painfully slow process. 

But, difficult as the international economic sit
uation may be, it is still possible that it may be 
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weathered, during a transition period, by means of 
foreign credits. If foreign credits in ample amount 
are placed at the disposal of Italy, the exchange 
may be supported even though there may be a sub
stantial deficit in the normal international trade 
and financial accounts. The .chief danger lies in the 
possibility that severe unemployment, business fail
ures and liquidations, and other consequences at
tending the readjustment of internal prices might 
produce such a state of depression-psychological 
as well as actual-as to lead foreigners to throw 
their holdings of Italian currency upon the exchange 
market and also to induce the flight of capital from 
Italy. Given political stability, there is reason to 
believe, however, that a period of depression of 
some duration might be traversed without another 
breakdown of the exchanges. 

But the complete restoration of the gold standard 
will not be possible unless the lira can again be 
made redeemable in gold at some fixed ratio. Is 
the gold supply of the country adequate for this 
purpose? The answer appears to be that if large 
exports of gold can be prevented during the read
justment period, through the employment of foreign 
credits, the gold supply will prove reasonably 
adequate. While the ratio of gold to bank and 
treasury notes was around 6 per cent in the summer 
of 1926, if the exchange were stabilized at something 
like four cents-which would mean that paper lire 
would be exchanged for gold at the ratio of about 



220 ITALY'S ECONOMIC POSITION 

five to one-the gold reserve would actually be the 
equivalent of about 30 per cent.2 The history of 
efforts to resume specie payments in various coun
tries and at different periods indicates that, given 
credit support for emergency purposes, such a gold 
reserve might suffice to. permit a gradual resumption 
of specie payments and a restoration of the gold 
standard. 

In conclusion, then, the problem of effecting and 
maintaining exchange stability is not principally 
one pertaining to the adequacy of the gold supply. 
The real dIfficulties are to be found in connection 
with the condition of the budget, and particularly 
that of the international trade and financial ac
counts. But, delicate as the budget and trade 
situation is, so far as the immediate future is con
cerned it would appear that there is a reasonable 
prospect that, with the aid of emergency foreign 
credits, a stabilization program could be carried out 
successfully. In this connection, a brief statement 
with reference to recent foreign borrowing will be 
useful. 

As we have indicated elsewhere, a temporary 
credit of $50,000,000 was secured by Italy from pri
vate banking interesls in June, 1925. As soon as 
the debt-funding negofiations were concluded, a 
long-term loan of $100,000,000 was floated through 
the same channels. The fact that the loan was 

• In making this estimate, the 419 millions of gold hre de
posited in London are not mcluded 115 a part of the reserve. See 
p.I85. 



PROSPECT FOR STABILIZATION 221 

issued as of November 18, 1925, four days subse
quent to the signing of the agreement in Washing
ton, makes it quite apparent that the arrangements 
for the loan had all been completed contingent 
upon the successful outcome of the negotiations 
with the United States Debt Commission. A 
formal pledge was given that the Italian govern
ment would devote the proceeds of the loan to no 
other purpose than that of stabilizing the currency. 

Four months after the dollar loan of November, 
1925, another large borrowing transaction occurred, 
not on behalf of the government directly, but of a 
Credit Board enjoying governmental endorsement 
and guarantee. This establishment-the Credit 
Institute for Italian Public Utilities-borrowed 
$20,000,000 in N ew York for hydro-electric and 
gas industries in various centers of northern Italy. 
The proceeds of the loan were turned over to the 
Italian treasury, which incorporated them in its 
fund held in N ew York for currency stabilization 
purposes. Simultaneously, the treasury opened a 
credit in lire for the Institute at the Bank of Italy, 
thus furnishing the means with which to develop 
the industries in ~u~stion. When the Institute has 
interest and sinking fund payments to make on 
account of its New York loan, it will pay the treas
ury in lire, and the latter will have the Bank of 
Italy put through the dollar transaction in New 
York, utilizing the funds kept on deposit there. 

In addition to the foreign borrowings of the 
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Italian government, many of the leading business 
concerns of Italy have, since the conclusion of the 
debt fundmg agreement with the United States, 
been seeking and securing foreign credits, both 
through commercial loans of relatively short dura
tion and through longer time bond issues. By the 
summer of 1926, the volume of these private obliga
tions already equalled those incurred by the gov
ernment. All this was, of course, foreseen before 
the debt negotiations were entered into, and in
deed, as has already been pointed out, the desire 
to facilitate private foreign loans was an impelling 
motive for the government's policy. 

Thus, during the first five years of the operation 
of the foreign debt agreements, the interest burden 
will be of sllght significance. The proceeds of for
eign loans-public and private-will much more 
than offset current outgo on debt account, both 
public and private. But, instead of liquidating in
debtedness, Italy will, in fact, be increasing her 
obligations abroad; and when, at length, the full 
burden of the debt agreements has to be faced by 
Italy and met from her own resources, the situation 
will be a 'very different one. The seriousness and 
complexity of this problem will concern us in the 
following chapters. 



CHAPTER XI 

THE OUTLOOK FOR INTERNATIONAL mOOD 

IF A NATION is to maintain economic and finan
cial equilibrium, and at the same time payoff for
eign obligations, it must have a surplus both in its 
budget and in its international accounts. More
over, it has now come to be recognized, in the light 
of post-war discussion and experimentation, that 
such surpluses must represent net income. That 
is to say, while various temporary expedients may 
enable payments to be made even though neither 
the budget nor the international accounts s40w any 
real surplus, this cannot go on long. 

For example, when the revenues from taxation 
afford no surplus with which to procure foreign cur
rencies, the government may float an internal bond 
issue and thus raise the money necessary. But 
such an expedient, as has been clearly· shown in 
various countries since the war, cannot continue to 
be resorted to indefinitely, for it renders the inter
nal fiscal problem progressively more difficult and 
eventually ends in both fiscal and currency insta
bility. Similarly, when the budget is unbalanced, 
one or another source of revenue may be "ear-

223 
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marked" for debt payments; but this will not long 
stave off the upsetting of equil1brium, if the actual 
and irreducible expenditures of the government 
steadily exceed the unpreempted revenues. 

It is much the same with the problem of trans
ferring funds to foreign creditors. Debts may for a 
time be met even though there be no surplus of bills 
of exchange arising out of trade and service opera
tions. Funds may be borrowed abroad for the pur
pose. These measures result in no net liquidation of 
obligations. Again, landed property or industrial 
securities may be sold abroad as a means of pro cur
jng foreign currency, as may also public securities 
and even paper money. But these processes tend 
to weaken the economic organism of the nation just 
as the sale of the plant and equipment of an indus
trial corporation lessens its income-producing and 
debt-paying capacity. The economic and financial 
equilibrium of the nation can be maintained only 
if the foreign obligations are met out of net inter
national earnings derived from foreign trade and 
service operations. 

That the more difficult problem confronting Italy 
in her effort to maintain equilibrium while paying 
the foreign public debt funded in the winter of 
1925-26 is the development of a net international 
income, rather than the accumulation of a bud
getary surplus, has, we think, been foreshadowed in 
the chapters which precede. This we hold to be the 
case not merely in the years just ahead, but per-
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haps tor a decade or so longer. The budget pros
pect is none too inviting, to be sure; yet it is not 
such as to offer ground for grave apprehension. 
But the outlook for Italy's international earnings 
over a period of years resembles an uncharted ex
panse of forbidding waters. The task of converting 
budget surpluses into foreign currencies, available 
in consequence of the sale of goods and the render
ing of services to foreigners in excess of purchases 
of foreign goods and services, will undoubtedly con
stitute Italy's major problem for years to come. 

I t perhaps needs emphasizing that, under the 
terms of the debt settlements with Great Britain 
and the United States, it is incumbent upon the 
Italian government to find the necessary exchange 
with which to meet the annual instalments regard
less of the condition of the exchange market. There 
is no Transfer Committee representing the cred
itors and empowered to reduce the amount of pay
ments in any year according as the status of the 
international income of Italy might require. The 
lack of any such machinery is doubtless regarded by 
the Italian people as relieving the nation's indus
tries from the possibility of undue external control 
The writer cannot imagine them taking any other 
view, and he certainly hopes that they will never do 
so. It need imply no dissatisfaction on this score to 
point out that the liability for providing dollars and 
sterling year after year will increase the difficulty 
and delicacy of the transfer problem. 
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I. THE FOREIGN TRADE DEFICIT 

The primary cause of Italy's precarious intern&
tional economic balance has always been the large 
surplus of imports. At times, the trade deficit has 
been offset by the earnings from services rendered 
to foreigners, but at other times, {he accounts as a 
whole have shown a deficit, necessitating a resort 
to additional borrowing operations. Italy's ability 
to avoid further extensive borrowing and place her
self in a position to meet foreign obligations will 
largely depend upon the extent to which the trade 
deficit can be reduced. A curtailment of the import 
surplus may conceivably be accomplished by means 
of (1), a reduction of imports, with exports remain
ing substantially the same, (2), an expansion of 
exports, with imports practically unchanged, or (3), 
a more rapid increase of exports than of imports. 
We shall survey each possibility in turn. 

No significant curtailment of Italian imports 18 
feasible. Italy's imports consist of three majot' 
categories--foodstuffs, raw materials, and manufac
tured commodities. The proportions which these 
classes of commodities have formed of Italy's total 
imports from year to year are indicated in some 
detail in Appendix E. In brief, foodstuffs have 
characteristically constituted, in terms of value, 
from 25 to 30 per cent of the total; raw materials 
and partly fabricated materials nearly 60 per cent; 
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and manufactured goods in the neighborhood of 15 
per cent,l 

With reference to the imported food supply, it 
may be safely said that no important reduction is 
possible in the face of a growing population. At 
best, 'the program of increasing agricultural pro
duction will yield results but slowly; and whatever 
the maximum improvement attainable, the penin
sula's agricultural resources are too meagre ever to 
feed a. dense population. If Italy succeeds in 
achieving a greater industrialization, the aggregate 
of food imports will probably even have to be in
creased over the course of the next generation. 
This has been the history of other European coun
tries in a. period of industrial expansion. 

Nor can the importation of industrial raw mate
rials be diminished if industrial production is to be 
expanded, or even maintained. Imports of such 
commodities as coal, petroleum, iron, copper, tim
ber, cotton, and wool, cannot possibly be reduced 
without adversely affecting Italy's indUBtrial pro
gram, and thus without curtailing exports. The 
development of hydro-electric power has, as we 
have seen, recently effected some savings in the 
matter of fuel, but the limit of the profitable ex
ploitation of water-power resources has already 
come in sight. The rather sweeping statement may, 
therefore, be made that an expansion rather than a 
reduction in Italy's imports of raw materials will 

• See tables on pp. 482-3 and 493. 
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occur according as the country develops along in
dustriallines. 

With respect to the importation of manufactured 
goods, the situation is different. Pianos, electric 
fans, cosmetics, and other miscellaneous manufac
tures may be dispensed with without adverse eco
nomic effects. It is always difficult to control 
consumption, but, assuming that the importation of 
non-essential commodities and of materials for their 
manufacture could be prevented, the reduction 
would not bulk large in comparison with the total 
imports. Many types of manufactured goods are 
essential, and those imports which are clearly 
capable of being dispensed with probably do not 
constitute more than one-fifth of the total of manu
factured imports. A 20 per cent reduction in the 
total of manufactured imports is all that may! 
be reasonably expected, one amounting merely to 
little more than 3 to 5 per cent of the total import 
trade. 

If we assume that the population of the kingdom 
continues to increase, even though at a moderately 
declining rate, we cannot escape the conclusion that 
Italy's imports as a whole are likely to expand 
rather than to contract. If her trade deficit is to 
be reduced it must be accomplished rather by an 
expansion of exports. 

Can exports be expanded while imports remain 
virtually unchanged? One theoretical possibility 
for increasing exports lies in the reduction of do-
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mestic consumption, thereby releasing products for 
sale in foreign markets. But the analysis that has 
been made of the standard of living of the Italian 
people indicates conclusively that no material re
duction in the volume of consumption is possible. 
The need is rather for an improvement in the 
standard of living of the bulk of the population. 

Another theoretical possibility lies in the more 
extensive utilization of domestic resources. But, as 
we have seen, Italy does not possess sufficient do
mestic resources to enable her to export greatly 
increased quantities of manufactures made from 
her own native materials. With the two important 
exceptions of silk and rayon, she is fundamentally 
dependent upon imported raw materials, and she 
must continue t9 play the part of finisher and man
ufacturer of the materials which other countries 
produce.1 Clearly, if Italy is to develop a (J1Ieater 
volume of exports, it will have to be accomplished 
mainly by the fabrication of increased quantities of 
imported and domesti.c materials into finished prod
ucts for sale in foreign markets. 

Can exports be increased more rapully than im
ports1 Regarding the matter purely from the point 
of view of production possibilities-that is to say, 
leaving the question of foreign markets out of 
account-it would seem that Italy might expand 
exports relatively to imports, while both imports 
. "In August, 1926, however, the Minister or National Economy 
issued a nauon-wlde appeal that domestiC materials should be 
given prererence over imported materials wherever possible. 
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and exports were increasing. Cannot Italy import 
a larger volume of raw materials and foodstuffs and 
obtain a net trade gain by exporting the finished 
products made therefrom, at prices high enough to 
cover both the cost of the imported materials and 
the imported foodstuffs required for the larger labor· 
ing population? 

In any given case, it is true that the selling price 
of the commodity made from imported materials 
more than equals the cost of the materials and of 
the labor that converts these materials into finished 
products; but one cannot conclude therefrom that 
Italy's total exports will exceed her total imports. 
Such has not been the case in the past-for the 
simple reason that the Italian population itself has 
to be supplied with manufactures made from im
ported materials, only a portion' of the finished 
product, consequently, being left over for exporta
tion. More than any other important European 
country, Italy is dependent for her own supplies of 
manufactured goods upon imJ.?orted materials. 

It is possible, however, for Italy to expand her 
exports somewhat by a greater specialization in 
quality production. The more highly fabricated 
the product, the greater the proportion of its value 
attributable to Italian labor; hence the greater the 
margin between the cost of the imports and the 
price of the exports. In fact, the emphasis of Ital· 
ian industry has been gradually shifting toward 
quality production, partly because of an inability to 
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compete in mass production with countries abound
ing in raw materials and partly because Italy's best 
chance of meeting international competition lies in 
the utilization of her abundant and cheap labor 
power in the higher forms of manufacture. Un
questionably, Italy will stand to gain by continu
ing to pursue this policy; but, as we shall point out 
presently, the markets for her quality products are 
not altogether assured.' 

Inadequate and uncertain markets tend to re
strict Italy's export trade possilnlities. In order to 
understand the nature of Italy's export problem it 
will be necessary to indicate the importance of 
various countries as absorbers of Italian products. 
From the end of the war through 1924, France held 
first place as a country of destination for Italy's 
exports, but in 1925, Germany assumed the leader
ship. Second place has been held by Switzerland 
eacli year except in 1923, when the United States 
was second, and in 1925, when second place passed 
to France, with Switzerland ranking fifth in the list 

• That the Itahan government is giving careful conSIderation 
to the export problem IS eVIdent from the fact that It has set up 
three adminIstrative agenCIes espeCIally concerned therewith. 
They are the EconomIc Councl! (1923); the National Institute 
for the Promotion of Export Trade (1926); and the Central 
StatistIcal Institute (1926), which consohdates under the pnme 
mmJSter all eXJStmg statIstical servIces. At the mauguratlon of 
the second of these, PresIdent Mussohm declared: "Itahan mdus
try must march WIth a common front, at least in export trade. 
At home, enterprises whIch cannot prosper must be hq"uldated. 
At home and abroad, the FasCIst ConfederatIOn of Industry will 
bnng about the adoption of uruform pohcles m all industnes, and 
a~ove everything, the ehmmatlon of romous competItIon out
IIIde of Italy." 
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of countries. Great Britain has held third place in 
three of the post-war years. Argentina stood in 
sixth place in 1925; and then a long way behind 
her came Austria, Yugoslavia, India, and Czecho
slovakia. The table below shows the amounts im
ported by the more important countries in the year 
1925. 

ITALY'S PRINCIPAL EXPORT MARK1111'S, 1925· 
(In millions of lire) 

Imports Imports Market from Italy Market from Italy 

Germany 2,0270 ArgentIna ....... 1,1454 
France .......... 2,0195 Austna . ........ 6661 
Uruted States •. 1/387.8 Yugoslavia ••••.. 496.5 
Great Bntam 1,8550 BntLsh IndIa .. 3346 
SWItzerland ..... 1,6344 Czechoslovakia •• 171.5 

* Gazzetta ufficiale, 1926, Supplemento No. 19S, p. 32. 

The nearby Balkans and the countries of the Med
interranean littoral occupy a very unimportant place 
in the Italian export trade. Nor are there great 
possibilities for an expansion of exports to these 
countries. They absorb some goods of cheaper 
quality and finish, in the class of textiles, for ex
ample, but they will not be able to purchase highly 
fabricated products until such time as they have 
reached a much higher stage of economic develop
ment. There is no prospect that Italy will play an 
important part in furnishing to these undeveloped 
regions the capital goods of which they stand in 
need. There is the keenest sort of competition in 
such markets and the business will go rather to the 
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countries which offer the best and the cheapest 
credit facilities. In this respect, as in raw materials 
and in the machinery of mass production, Italy is 
handicapped as compared with numerous other 
countries.' 

The Italian merchants have devoted a great deal 
of effort, in recent years, to the strengthening of 
their network of commercial connections in all that 
region. Out of these commercial relations have 
grown large-scale financial operations, in Greece, 
Rumania, Yugoslavia, and Albania. The inter-con
nection of commercial and financial development 
with politico-strategic relations is well illustrated in 
the case of Albania. After the war much of this 
small and interesting country was occupied by 
Italy, and a great deal of Italian money, sometimes 
estimated at as high a figure as a billion lire, went 
into the physical development of Albania along 
various lines, a development carried out in the 
main by the army. When the military forces were 
withdrawn in 1921, the banks and industrial inter
ests remained; and in the years 1924-1926, Italian 
activity in Albania. has been intense!' Whether, in 
their later development, these countries will require 

• Efforts are being made in Italy, however, to meet this sort 
of competition, as IS eVidenced by the fact that in May, 1926, a 
loan of 200 million hre was granted by a syndicate of ltahan 
banks to the government of Rumama-()ne-half of the proceeds 
to be devoted to the purchase of Itahan machinery and eqwp
ment, the rest representing an extenslon of RumlUllan war-time 
credits. 

• On the National Bank of Albania, the control of which is 
now more than half Itahan, see Manchestler Guardian Commer-
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considerable quantities of the types of goods Italy 
can furnish remains to be seen. In any event, a con
siderable length of time must pass before the indus
trial output of Italy can be dependably planned with 
any important regard for the consumptive capacity 
of Eastern Europe and the Levant. 

The extent to which Italy's foreign trade in the 
higher forms of manufacture may be expanded de-
pends upon factors which are by no means entirely 
within her own control. In many lines she has 
severe competition to meet, as well as tariff walls 
to surmount. When the substantial success of the 
Italian rayon industry had become known, it was 
a. matter of but little time before trade restrictions 
were imposed in some of the best markets. No 
sooner had Italian automobiles of a. luxurious char
acter achieved something like a. standard place in 
international trade, than competitive rivals in other 
countries, by resorting to tariff protection, suc
ceeded in checking, if not in circumicribing, the 
expansion of the market for Italian cars.' The 
cial, AprIl 30, 1926, p 464 Othet phases of Italo-Alballl8n eco
nomIC relations are dIScussed m the same Journal, August 5, 1926, 
and London Times, September 4,1926. See also memorandum on 
A1barua prepared for the League of NatIOns by Professor Albert 
Calmes, September, 1922 Anglo-Itahan petroleum negotiatIOns m 
Albania are reVIewed In Revue economl.qUe Internah01i6le, Febru
ary, 1926, pp. 303 fl. For an entertammg summary of the state of 
oplnton m Athens and Constantmople regardmg Italo-Hellenic 
co-operatlon, the Levantme objectIves of Italy, and the connec
tion between Mosul petroleum control and the Anglo-Itahan debt 
fundmg negotIations see the Frankfurter Zeitung of Apnl 29, 
1926. 

• What has happened to the Itahan straw hat mdustry in con
sequence of the Untted States Tanff CommissJon rulmg, based 
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more highly protective countries go so far as prac
tically to shut out objects of art and artistic imita
tions in such fashion as to threaten the continued 
operation of the least commercial forms of quality 
produc~ion. The tariff legislation of the United 
States, in particular, places heavy duties upon Ital
ian mosaics, ceramic wares, carved and cut marble. 
woodwork, metal work, tapestries and the like, un
less a certificate can be presented to prove that the 
objects have been executed from designs of artists 
of United States citizenship, or are genuine works 
of art, according to expert opinion, or, finally, are 
more than 100 years old. 

It is superfluous to dwell on the vicissitudes to 
which foreign trade in foodstuffs, beverages, and 
like products is exposed. Italy has seen the mar
kets for her oranges, lemons, and other citrus fruits 
restricted by protective policies on both sides of the 
Atlantic, often because of bargaining considerations 
exclusively. Her dairy products and cereal deriva
tives are likewise affected by tariff restriction and 
competition of industries where greater supplies are 
available. Her wine and olive export trades have 
undergone the most remarkable ups and downs in 
the last- de.eade in spite of traditional markets 
thought to have been established beyond all chal
lenge decades ago. In no single department of ex-

on the comparative cost of production clause in the Tarilt Act, 
not long smce was a matter of newspaper comment. The ten 
of the preSIdential proclamation of the rulmg IS in Treasury 
DeClSlon 41,374, of February 18, 1926. 
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port trade does Italy command, in reasonably secure 
fashion, a place which she can expect to hold against 
all comers. 

The trend of commodity prices will affect the 
magnitude of Italy's trade deficit. The foregoing 
discussion has been centered around the factors that 
will affect the quantity of imports and of exports, 
and we must now consider for a moment the effects 
of changing price levels. The world price level in 
terms of gold is now roughly 50 per cent above 
what it was in the years just preceding the war. 
Such a change means that if there had been no 
substantial variation in quantity figures, any trade 
deficit would have increased by 50 per cent. Let us 
assume that during the next decade or so, the total 
quantity figures of Italy's foreign trade remain un
changed. If the world price level meanwhile moves 
upward, the amount of the trade deficit in terms 
of money will rise correspondingly, while if the 
trend is downward the extent of the deficit will be 
proportionally reduced. The price trend over the 
next generation may thus prove an important 
factor in determining the extent of the export 
deficiency. 

The interesting fact to note in this connection is 
that declining prices would tend to diminish the 
Italian trade deficit. A long period of falling prices 
might, however, on the other hand, have some 
effect upon the quantity of trade and thus nullify 
whatever gains might accrue from falling money 
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values; and the loss in the income from services and 
remittances would in itseU be an adverse result of 
such a decline in price levels. These considerations 
illustrate the difficulty of predicting the extent of 
the trade deficiency over an extended period. 

It is fruitless, then, to attempt to measure the 
precise extent of Italy's future commodity deficit. 
It must suffice to point out here that for a decade 
preceding the Great War it averaged about one 
billion gold lire, equivalent to about 1.5 billions in 
post-war values, and that during the years 1923-
1925, when Italian export trade was stimulated as 
a result of the depreciated exchange, it averaged 
something like 1.4 billion gold lire. The deficiency 
during the last two or three years has thus been 
only slightly less than it was before the war. 

A period of exchange stabilization, as we have 
seen, will increase the export deficiency for some 
little time and the figure of roughly 1.5 billion gold 
lire in 1925 may well prove the lower limit for 
several years to come. It may be recalled that the 
exports for the first half of 1926 were below those 
for the corresponding months of the preceding year,_ 
indicating that a process of readjustment wasJ 
already under way. The extent to which the trade) 
deficit may be reduced over the next decade or SQ. 

depends upon the controlling and limiting faclomf 
alread~ discussed. We make no effort to present a' 
precise figure; but we feel sure that because of; 
Italy's dependence on the outside world for. much. 
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of her food, and the bulk of her raw materials, and 
because of the handicaps with which her own ex
port trade is confronted, a .trade deficit of substan
tial proportions is likely to continue for an indefi
nite number of years. 

n. THE OUTGO ON ACCO'UNT OF INTERES'l' CHARGES 

On the Qutgo side of Italy's international ac
counts, interest charges will become an increasingly 
burdensome item, unless world prices rise sharply. 
In our investigation of the present status of Italy's 
international accounts we reached the conclusion 
that the interest obligations resulting from foreign 
borrowings on private account now amount to 
something like 400 million gold lire annually. In
asmuch as a considerable expansion in private bor
rowing is expected during the next few years, the 
interest charge stands to increase rather than de
crease. 

In addition to the interest on the foreign indebt
edness of individuals there is now an interest ob
ligation of the government-both on the funded 
debt to foreign governments and on the loans pro
cured from private sources abroad. As a result of 
the funding of the war debts to the United States 
and Great Britain, the outlay on this account may 
be definitely predicted for the next half century. 
The schedule of these payments is given in Appen
dix C; here, it is merely necessary to note that by 
1934 the annual interest charge on the war debts 
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will amount to 177 million gold lire, by 1940. to 192 
million gold lire, and by 1950. to 222 million gold 
lire. 

At the present time, the interest charge on the 
New York loan of November, 1925, amounts to 
42.5 million gold lire. In view of the prospect of 
further substantial foreign credits in connection 
with the program of stabilization this item also will 
tend to expand. Accordingly, one is safe in esti· 
mating that the total interest charges to be met 
during the next two or three decades will run from 
600 to SOo. million gold lire annually. 

If the trade deficit remains as high as it was in 
the later years before the war and as it has been 
during the boom period of 1923-1925, the total ex
ternal obligations to be met would run in excess of 
2 billion gold lire annually-600 to son millions on 
debt account and roughly 1.5 billions on account 
of the commodity deficit. If the trade deficit could 
gradually be reduced as much as 50. per cent the 
foreign obligations remaining to be covered annu
ally by the proceeds of service operations would 
still be in the neighborhood of 1.5 billion gold lire. 
We must now turn to a consideration of the possi. 
bilities of covering this deficit by means of servic~ 
income. 

"f 
m. 'l'HE PROSPECT FOR INCOME FROM SERVICES_ 

Any attempt to estimate with precision the prob
able earnings derived from the remittance$ ~f Hal· 
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ians living abroad, from the tourist trade, or from 
shipping and miscellaneous services over a long 
period of years would be of little value. All that 
can be done is to point out the general factors 
which are likely to affect the volume of such 
income. 

The volume of remittances appears likely to de
cline unless the immigration policy of a number of 
important countries should be changed in the near 
future. The recent trend of emigration, as we have 
seen, has been away from the individual migrant, 
who regularly sends back money to relatives in 
Italy and periodically returns to his native land, 
and towards the migration of family groups tending 
to sever their home ties. If this newer tendency 
continues, and at the same time the net total of 
emigration fails to increase over present figures, the 
income derived from remittances will tend to 
diminish as the years go by. 

With regard to the next great source of income, 
namely, the expenditures of tourists, the prospect 
for expansion is better. While the tourist trade has 
been stimulated to some extent by the relatively 
low internal price level obtaining in Italy in recent 
years, there is no reason for assuming that the 
income from this source will tend to diminish. On 
the contrary, barring developments now unforeseen, 
the prospect is for a gradual increase from this 
source. It would seem that the systematic cultiva.
tion of this source of international income through 
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the improyement of transportation and hotel facili
ties may be expected to repay the energy and 
money required. 

The earnings from shipping and miscellaneous 
sources do not bulk large in the total. Nor is there 
much reason to believe that they will register any 
significan t growth in the next decade or so. The 
return of Germany as a factor in ocean transporta
tion and the severe competition in general militates 
against any substantial expansion of Italy's earn
ings in this connection. 

In the years 1923-1925, the net average income 
derived from emigrant remittances appears to have 
been a little less than 600 million gold lire; from 
the tourist trade, somewhat more than 600 mil
lions; and from shipping and miscellaneous sources, 
something under 300 millions-making a total of 
nearly 1.5 billion gold lire. Assuming that possibly 
increased returns from the tourist trade and from 
miscellaneous sources tend to offset possible reduc
tions in the volume of emigrant remittances, the 
net earnings from the service operations would 00 
sufficient to cover a trade and interest ·outgo of 
something like 1.5 billion lire. If at the same time 
the trade deficit were reduced by as much as 50 per 
cent the international accounts would be brought 
into balance. That is to say, if one assumes favor
able developments at nearly every turn, it is pos
sible to foresee a situation in which Italy would 
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be able to carry through the liquidation of her 
foreign obligations. 

In conclusion, then, it appears that if political 
and economic stability can be maintained over a 
considerable period of years and if no developments 
Q.CCur which would affect adversely either export 
tr.!lde or the volume of earnings from services, it is 
possible that Italy may be able to meet the obliga
tioJ1.s which she has assumed. On the other hand, 
it is. easily possible that business. depression, politi
cal instability, or an intensification of international 
competition might render it impossible for Italy to 
meet her foreign obligations while maintaining 
financial equilibrium. The basic factors upon 
which Italy's economic future will depend may be 
discerned at the present time, some clearly, others 
less so; but the complex of controlling forces
political, social, and economic-is such that predic
tion is futile. 



CHAPTER XII 

ECONOMIC INTERESTS AND NATIONAL 
POLICIES 

WE HAVE seen that the Italian state emerged 
from the fringes of the European political and eco
nomic system recently, as the lives and fortunes of 
nations go. A great many people are still living 
who can remember the union of the two principal 
kingdoms of the peninsula in 1861. An old and 
many-sided culture characterized the units which 
went to make up the unified kingdom, and the 
many divergencies of thought and policy resulting 

. from this fact retarded the material growth and 
magnified the effects of political stress and social 
strain, which young nations occupying fertile lands 
with an abundance of elbow-room are able readilY' 
to overcome. The fact that Italy had yielded 
means of support for a great many generations 
to a large population (ifl consequence, indeed, 
of arduous effort on their part) did not make it 
easier to develop a comfortable and large-scale 
manner of living for those of the last two genera. 
tions. Age-long traditions could not be disregarded 
all at once, nor long-established interests wiped out 

243 
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without compensation. A policy of conciliatioh and 
adjustment had to be pursued along with the pro
tracted and severe efforts to achieve a solid place in 
the world's economy. 

With such natural endowment as she possessed, 
Italy set out to create a national transportation 
system and to bring about some intimacy of rela
tion and interest between the quite different sys
tems of local economy that existed for so long 
before her political unification. During the better 
part of a generation, she was absorbed in the press
ing problems of one day and the next in the field 
of transportation development, public credit, the 
achievement of some sort of stable currency, and 
administrative organization along national lines. 

At the same time, the country had to face the 
problem of providing means of livelihood" and mak
ing possible rising standards of living for an increas
ing popUlation. This led, on the one hand, to 
more and more definite encouragement to emigra
tion and, on the other hand, to the development of 
industry at home. The existence of a cheap labor 
supply constituted an important resource for the 
latter purpose and was one of the factors which 
stimulated the flow of foreign capital to Italy in 
the later years of the nineteenth century. There 
followed, as is usually the case, the development 
of a commercial policy of a robustly protectionist 
character. 

As a result of the political and of the economic 
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unification that had gradually been achieved, by 
the eve of the war Italy had attained a new posi
tion in the world. No longer merely an agricul
tural and a trading nation, her people were coming 
to play a role of at least secondary importance in 
the fabrication of raw materials into finished wares. 
Thanks to the expansion of industry and the lack 
of foreign barriers against Italian immigrants, the 
people at home had been able gradually to improve 
their standards of living. The increase in national 
wealth and income had, however, been made pos
sible only as a result of extensive foreign loans; and 
the nation had not attained a position of commercial 
and financial independence, as is shown by the fact 
that, in the years just before the Great War, the 
deficit on account of international trade and service 
operations was tending to increase. 

Italy's decision to enter the war on the side of 
the. Allied nations was strongly influenced by her 
remoteness from sources of supplies, and dependence, 
therefore, upon the favor of those who controlled 
trans-oceanio shipping. Participation in the war 
meant great material sacrifices to Italy, as to other 
countries; and no less than seven hundred thousand 
men were killed, the number wounded exceeding a 
million and a half. 

Directly following the war, economio and political 
changes came so fast as to make it difficult for 
those responsible for public policy to keep con
stantly abreast of them and to realize their effects 
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upon national interests. For example, the univer
sal delusion as to the productive and consumptive 
capacity of a world that in reality had been im
poverished and enfeebled required more than a 
year's time to be revealed in its true character. 
The solidarity of military and naval· action with 
which alone, in the light of bitter experience, the 
Western powers and Italy had been able to accom
plish their purpose, did not extend, it was soon 
found, to any post-war solidarity of either finan
cial or commercial policy. Moreover, any con
structive commercial policy was impossible so long 
as the nationalistic spirit which had been rampant 
during the war persisted in practically all countries. 

In consequence of these events, along with in
ternal political changes of far-reaching significance, 
it has been exceptionally difficult for those forming 
the public policy of Italy at any time since the end 
of the war to appraise the relative importance and 
urgency of the various apparent interests of Italy. 
Should she resort to increased protection as other 
nations were doing? Or should she perhaps bend 
all her efforts to the acquisition of foreign markets 
at any cost? Again, would it be better for the Ital
ian people to devote themselves, first and foremost, 
to the creation at home of an adequate food sup
ply? Were financial stability and independence 
from external financial control the foremost objec
tives, the achievement of which must precede the 
serious undertaking of other tasks? The difficulty 
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in weighing these elements in the situation and in 
formulating a well-balanced policy for the nation 
was all the greater because the conditions were so 
constantly shifting. Each group of interests ex
erted its pressure upon the government on behalf 
Qf the program or programs which it held to be 
~ost urgent. Consequently. the administration was 
never given the time essential to discern and ana
lyze the various underlying factors in the situation.' 

Yet an analysis of the underlying factors which 
eJJect the national interests and consequently shape 
the present and future policies of the country would 
seem to be indispensable at the present juncture in 
ltaly's affairs. Those upon whom the responsibility 
Qf guiding public policy rests must realize to-day 
more than ever the necessity of formulating the 
~urse they can best pursue on the basis of the most 
profound reflection and exact calculation possible. 
The conclusions of Chapters X and XI have indi
cated how delicate and complex is the situation with 
",hich Italy is confronted both in the near future 
and the longer run. Accordingly. it would seem ap
propriate to devote the closing pages of the volume 
to an enumeration of some of the major economio 
interests which might be expected to determine the 
national policies of Italy now and in the near 
f~ture. 

Clearly. Italy must restrict the growth. o//oreign 
indebtedness. We do not mean that an automatic 
barrier should be set up against ordinary borrow .. 
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ing transactions related to the financing of the 
purchases of imports. These transactions may be 
expected to increase somewhat according as the 
volume of trade increases and as the national in
come of the nation expands. So long as the in
crease of ordinary commercial borrowing is in 
proportion to the greater economic activity of the 
country, there can be no great danger that Italy will 
be carrying an undue burden. 

But it is surely not unreasonable to hold that 
foreign private debt, unfunded or long-term, must 
not be allowed to increase rapidly. The line of least 
resistance for Italy is to continue borrowing exten
sively for both public and private purposes. On the 
theory that additional foreign loans will make 
possible more economical production, almost any 
amount of additional foreign credits appears, at first 
thought, to be justified. But it must not be for
gotten that foreign interest obligations exert added 
pressure upon the exchanges, and that if the in
ternal improvements desired can be effected without 
resort to foreign borrowing, the situation as a whole 
will be substantially stronger. It is true that at this 
time there is a shortage of liquid funds in Italy; 
and this fact stimulates and appears to justify the 
resort to more foreign credits. But, as we have seen, 
Italy appears to be on the threshold of a period of 
financial readjustment and deflation. At the end 
of a depression period the Italian money market 
will be materially eased and the floating of internal 
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loons at more moderate rates of interest, as has been 
the case in other countries under similar conditions, 
will again doubtless become possible. At best, such 
loans can only prolong somewhat the period of in
flation, and postpone the coming of financial stabil
ization i they cannot obviate the necessity of an 
ultimate price and business readjustment. 

Moreover, if Italy incurs large additional foreign 
obligations at this time for industrial development, 
it will be at a cost of 8 per cent or more i and this 
would mean not only shouldering excessive overhead 
charges for a long period of time but also materially 
complicating the problein of maintaining the 
stability of foreign exchange. Additional foreign 
credits ought not to be sought, it would seem, ex
cept in connection with the program of financial 
stabilization. 

And over a period of years, also, the wise national 
policy will be, (1) to hold down to the minimum 
the aggregate of credits from abroad; (2) to con
solidate the mass of floating obligations now held by 
foreigners; and (3) to bring about the refunding 
of all outstanding public and private debts to for
eigners at lower rates of interest. Italy's foreign 
public and private indebtedness as a result of the 
war has been greatly increased without correspond
ing improvement of the nation's producing power. 
Moreover, practically all of this indebtedness, 
except that owed to foreign governments, has been 
created at rather high interest rates. Mounting 
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charges on interest account, unless checked, will-be 
a menace to the maintenance of financial equi
librium; and the floating obligations, unless con
solidated and funded, WIll be a persistent disturb
ance to exchange stability. 

In the light of the uncertainties surrounding the 
future of Italy's trade and service earnings, it is 
obvious that every effort should be made in the next 
few years to reduce the burden of foreign interest 
charges. For, if the interest owed to foreign holders 
of Italian securities, public and private, continues to 
increase, the country will find it impossible to 
escape from serious exchange difficulties by the time 
the annual charges of the war debt begin to ap
proach their maximum. 

The maintenance of free international access to 
foreign foodstuffs and raw materials is a funda
mental interest. Like other countries which are 
largely dependent upon imported foodstuffs, Italy 
has a direct interest in the movement of foodstuffs 
from producing to consuming centers, free from 
official or speculative restrictions. Italy is even 
more dependent upon the free movement of food
stuffs than Great Britain for she possesses no im
portant food producing dominions to which, in case 
of need, she might turn for the bulk of her food 
resources. 

If this be true of food supplies, accessibility of raw 
materials at reasonable prices is almost more vital. 
The very life of most of Italy's industries, as we have 
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seen, depends upon the accessibility of materials at 
reasonable prices. The extent to which Italy's ac
tivities are dependent upon imports may well be 
illustrated by reference to the shipping industry. A 
large merchant marine is desired; but since fuel is 
lacking, the ship-building industry has turned to the 
use of electrically-driven tonnage, in the construc
tion of which Italy now stands first. But the electr~ 
technical industries depend upon'foreign supplies of 
the higher grade steels and copper. Practically 
every major industrial activity confronts an anal
ogous difficulty in some stage of its respective 
processes, 

Hence the instinctive apprehension with which 
Italians view the international integration of the in
dustries controlling the principal metals. Hence, 
too, the repeated initiatives on the part of Italy to 
bring about international co-operation in the allo
cation of materials, and even in their international 
regulation. It is safe to say that no other country 
would be so completely handicapped by monopolistic 
or nationalistic control of the prices and of the in
ternational movement of raw materials. 

Italy stands to gain from the moderation of pro
tective policies in the world at large. It may seem 
paradoxical to lay down this proposition in the case 
of a country whose behavior has been militant in the 
field of commercial policy, to use a conservative 
E'xpression. No particularly useful purpose would be 
served by examining the defense of Italy's protee-
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tionist policies to the effect that they are merely a 
logical consequence of hke measures long previously 
adopted in other countries. One may fairly sum
marize the defense of high protection made by 
Italian industrial leaders in two sentences. Since 
she has few raw materials, in the nature of things 
Italy must specialize in industries in which her labor 
contribution will be considerably more than equal 
to the value of imported foodstuffs and materials. 
This implies not only getting her supplies and her 
working equipment at as Iowa cost as possible, but 
also protecting her labor from competition with 
better equipped countries which have the capital 
and materials as well as the labor. It might be 
pointed out parenthetically that a serious problem 
insistently confronts the leaders of Italian industry 
owing to the fact that Italian labor naturally be
lieves that the protection accorded to industry, and 
therefore, to the country's national economy as a 
whole, should provide a larger share for labor than 
has heretofore been the case. 

Pre-war tendencies, which we have summarized 
on p. 471 of Appendix E, and post-war developments 
seem to have committed Italy to protection as a 
fundamental national policy. Yet the opinion may 
be ventured that, on the whole, Italy would have 
more to gain by international tariff disarmament 
than most European countries, perhaps enough to 
justify her taking the initiative in lowering her in
dustrial if not her agricultural duties just as soon as 
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there is the least perceptible prospect of a relaxation 
of economic barriers on the part of countries on either 
side of the Atlantic. This opinion is based upon the 

. consideration that the clearest future course for Italy 
lies in the most effective use of an abundant labor 
supply working up imported raw or semi-manufac
tured materials. I t is a serious question whether hign 
duties on manufactured goods facilita te such a course. 

ThB maintenance of peace is another major 
Italian interest. It goes without saying that every 
nation has a cardinal interest in the maintenance of 
peace throughout the world. The economic proc
esses of distinct regions of the world, while still 
more or less easily separable one from the other, 
tend, for a variety of reasons, towards gradual inte
gration into one seamless fabric. The culmination 
of this process may take a long time yet to be 
realized. But certainly it has developed far enough 
so that every local or large-scale disturbance affects 
at once the barometer of world politics and world 
business. 

Struggles of continental proportions in either 
hemisphere are certain to depress indefinitely, per
haps to impair gravely, the prospects of progress for 
any country so situated as Italy. Her tourist traffic 
and the prosperity of her sons and daughters labor
ing abroad alike reflect faithfully and promptly the 
consequences of serious trouble in either hemisphere; 
and if this were the case before the World War, it is 
doubly so now, since the drift of events in the last 



254 ITALY'S ECONOMIC POSITION 

10 years has carried the country into the position of 
owing to foreign creditors an amount fully one-fifth 
as great as the most generous estimates of the aggre
gate value of her national wealth. 

Italy is exposed to any disturbance on the conti
nent of Europe, and many elements in the nation 
have little by little been developing a nervous and 
restless psychology under the stress of the fretful 
and unsettled course of events on the continent since 
the Treaty of Versailles went into effect. Internal 
political developments have tended to complicate 
the pathological sensitiveness of the international 
situation. The success of the Fascist regime in 
effecting internal economic reorganization, largely 
through the intensification of nationalistic impulses, 
could not but inject a crispness of tone and program 
into international discussions which other countries 
might incline to view as militant. 

Be this as it may, the fact must not be overlooked 
that although a maritime power from the nature of 
her contour and location, Italy's dominion-with an 
exception negligible at the present time-all lies 
within a body of water for the most part dominated 
by powers whose interests, rightly or wrongly, are 
conceived by themselves and by many Italians to be 
substantially irreconcilable with those of Italy. One 
can hardly expect a nation which is always on the 
ragged edge of going threadbare, to sit quietly radi
ating an atmosphere of good humor when the conti
nent to which it is attached seems to' suffer from 
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incurable psychoses and the sea which washes its 
shores belongs pretty much to somebody else. 

The chief menace to peace lies in the possibility 
that the acquisition of territory might be looked 
upon as an indispensable prerequisite to the solution 
of economic, industrial, and financial problems. But 
if Italy were to acquire possession of all the more 
valuable stretches of Northern Africa, she would 
provide an outlet for a million or so, at best, of 
Italians in the course of the next decade. Nor 
would the acquisition of territory in the eastern 
Mediterranean constitute an important solution of 
Italian economic problems. Again, the gradual po
litical and economic penetration of adjacent coun
tries or areas would yield no great economic gain. 
But, on the other hand, conquest and the carv
ing of spheres of influence carry with them the 
cost of perpetual preparedness for hostile combina
tions of other powers. As was pointed out in Chap
ter I, Italy has already had costly experiences in 
connection with territorial ventures. Whatever the 
national policies of other countries may be, Italy has 
more to gain by striving for the other objectives to 
which we have called attention than by directing 
her energies to programs of territorial expansion. 

The free and unrestricted mot'ement of human 
beings from one country to another is a paramount 
interest o/Italy.· In other words, it is her interest 
that the liberal point of view which existed through 
most of the nineteenth century in this respect should 
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prevail. Naturally, we have no reference here to 
police and sanitary restrictions. There is perhaps 
little that Italy can do to bring about a return to 
the point of view formerly general. What little does 
lie within her power, she has already commenced 
doing-by furnishing the best possible training in 
skilled and semi-skilled trades and callings to candi
dates for admission to other countries. This com
mendable program follows out elaborate precau
tions taken in the past to insure proper sanitary 
and like conditions surrounding the whole emigra
tion process. But the main obstacles in the way of 
having such a liberal view obtain and prevail can 
hardly be removed by anything that Italy can do. 
The legislation of different countries restricting im
migration is the outgrowth of economic and social 
considerations which obviously lie beyond the reach 
of Italian influence. 

To-day, Italy is organized on the basis of a funda
mental policy which contemplates the fusing of all 
the material and psychic forces of the nation into 
a single dynamo of production.1 An intricate and 
colossal machine is in process of construction with 
the avowed and ambitious object of maintaining 

• "Like Friednch LISt, FaSCISm mterprets the State as a pro
ductIve force, and vIews the nation . . . as the best meall8 to 
genume economIc development and progress The nation IS for 
FascISm, as It was fOf MercantIlIsm, an economic Of(!;anISm hVlDg 
Wlthm defirute polItlco-jundlCal confines." Robert MIchels, "Das 
neue Arbeltergesetz In ItalIen," Wlrtschajtsdie1l8t, August 20, 
1926, p. 1,129 ff. 
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economio equilibrium for forty million human 
beings, beset by untoward forces. These millions 
appear to have accepted, at least for the present, the 
theory that they constitute a definite economio or
ganism. Perhaps their acquiescence therein is an 
instinctive or even unconscious response to the 
gravity of their circumstances. They are all too 
well aware of the limitations imposed by their phys
ical setting, and of the effort which it costs each of 
them, saddled with individual portions of collective 
foreign indebtedness, to make head against the storm 
set in motion by monetary disturbances, and by far
reaching migrational and occupational adjustments. 
If this chapter has not exhausted the list of the 
economio interests of the Italian people, or done 
more than indicate their coincidence or conflict with 
the interests of other peoples, it has at least empha
sized the complexity of the task confronting Italian 
statesmanship, and prepared us to follow with the 
closest attention and sympathy the progress of the 
nation's effort. 

For much depends upon the success with which 
the economio machine maintains equilibrium, or, 
expressing it in another way, upon the extent to 
which the national organism resists the forces threat
ening the disintegration of its identity with the past 
and the future. It may be that incalculable im
portance will attach to the results of the supreme 
sacrifice of individual interests which the Italian 
people are called upon to make; for it may in time 
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become generally apparent that even extreme eco
nomic endeavor will not suffice to wrest a greater 
measure of independence from international eco
nomic forces than Italy now has. If the Italian 
effort, engaged in so earnestly, fails of success, then 
there would seem to be but little prospect of recon
ciling those forces with the idea of the economically 
independent national or political state. 
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APPENDIX A 

THE INTERNATIONAL ACCOUNTS OJ' ITALY 

As INDICATED in the text, the outstanding problems in the 
economic life of Italy are those of emigration and the fulfilment 
()f public obligations arising out of the war. In subsequent 
appendices, to which reference is made in the appropriate places 
()f the text, the data relating to these problems are set forth in 
detail. Here, however, it is necessary to survey all the gross 
liabihties and resources of Italy, or more correctly of the whole 
national economy of Italy considered as a unit in the world's 
economic system. A review of all the accounts of income and 
outgo ought to cover not merely the rapid industrial develop
ment of the decade since the war, but substantially the entire 
generation preceding the war in addition. In this way the 
period which covers several years prior to the loss on the part 
of agriculture of its former pre-eminence in Italy's economic 
life will be covered. We shall therefore, review in this appen
dix, after determining what items properly enter into the income 
and outgo accounts, their course before, during, and since ~he 
war; and such reference as is relevant will be made to commercial 
policy in its bearing upon Italy's economic position.-

1 The fullest discussions of the Italian balance of accounts (orl as it is often called, balance of payments) are the following: LUIgi 
Bowo, D1. oleum IndlCi m'-!Uraton del mov&lllenlo 6COIIOnl1CO III ltalw, 
2d ed Rome, 1891: Bonaldo Strmgher, wrector general of the Bank 
of It;;Jy, "Sur la balance de paiements entre I'Itahe et l'~tranger," 
in Bulletm del'lnshtul ,nternatumal de Stat18tlque, Vol. XIX, pp. 93-
123, and m Vol. III of CIRquanli aRm d, stona ttalwna, Rome, 1911; 
Pasquale Jannaccone, .. RelazlOni Ira commercio intemazionale 
cambl esterl e ClrCOlaZlOne in Italia nel quarantennio 1871-1913,,1 
in Riftmna sonale, XXIX, J.>p. 513-590: Giorgio Mortara, .. n 
bllanCiO degh Bcambi econolIUci fra l'Itaha e l'estero," in Riuiaca 

259 
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I. SOURCES AND CHARACTER 01' DATA 

The first place in Italy's international accounts, as in those 
of other countries, belongs to the movement of goods to and 
from, into and out of the country, and payment for them. Closely 
associated With tlus Item is that which relates to the movement 
of the precious metals. OffiCial trade figures were gathered in 
Italy long before the peninsula was politically urufied. The 
consolidation of the customs services of the former political 
divisions was in due time followed by the introduction of a 
consolidated statistical service. The government publications 
dealing with the subject have been complete, but are not of the 
utmost serviceabIlity for the comparison of figures over rela
tively long intervals, because of the fact that official valuations 
were used until the fiscal year beginning July 1, 1921, when 
valuations declared by importers and exporters came into use. 
The official valuations formerly in use were intended theoret
ically to be reVISed at regular intervals; but in fact the reVISions 
were irregular, and took account of changes in prices only con
siderably after these changes had occurred. The movement of 
precious metals has been regularly reported, except for the war 

bancana, Milan, February 20, 1924, pp. 73-93, and Gino Borgatta 
in the official memoranda prepared In connection WIth the negotIA
tIons for the fundmg of the Itahan foreIgn publIc debt. The docu
ments on wruch these authOrItIes rest theIr conclusIOns are found ill 
the various trade and other statIStICal publIcatIOns of the ItalIan 
government prInCIpally the annual loI OIllmenlo commercwle del 
Regno d'It;Jw, the quarterly, formerly monthly, StatUltu:.a del com
merrio Bpecaale d1 importazwne e d1 e8portazwne (converuently sum
marIZed ill the M oothly Bulletm of StatUlhCll and other publIcatIOns 
of the League of NatIOns, and ill the Recttell mensuel de l'InstIJul 
international du commerce of Brussels)l. and the Document, rulla 
amduwne jinanzwna ed economu:.a deu' ItaIw, 1923. Note dls
cussion of the latter in EconomUlt, London, January 5, 1924, pp. 
19-20. The IndlCi del 7IW!J1menlo economlCO 1talwM ron a1cum ron
frunti internazwnal" a quarterly, the first issue of wruch appeared 
ill 1925, under the edJ.torshlp of Profe~sor Gml, will furrush data 
valuable in testmg conclusIOns as to the mternatlonal accounts. 

No chscusslon of the nature of the international accounts IS under
taken ill thIS book. A separate study presenting the InstItute', 
poSItIon on this subject is ill course of preparatIon. 
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years, by the Treasury, while some meager data r~lating to 
reparation deliveries to Italy will be found in the official publi
cations of the Reparation Commission. 

Next in importance to the trade figures are those which relate 
to the remittances of persons of Italian birth or descent resident 
abroad. In spite of the fact that these remittances constituted 
a source of revenue from abroad for the national economy as a 
whole second in volume only to the proceeds from export trade, 
it was only on the eve of the war that thorough-going research 
on the subject was undertaken by responsible officials of the 
banks of issue, the postal administration, and the commissariat 
of emigration. From a number of sources relevant material 
was painstakingly assembled on the sources, volume and routes 
of the remittances.' 

The expenditures of visitors to Italy (tourists, students, offi
cials, pilgrims, and others) greatly exceed the expenditures of 
Italians abroad. This had been the case in all probability since 
the days of the Roman empire. The number of foreign stu
dents attending Italian universities and of foreign scholars 
engaged in more or lesa prolonged researches and studies
arclueological, ecclesiastical, and the hke - has been consider
able for a good many centuries. Administrative officers of the 
Catholic Church have been constantly traveling to and from 
Rome. But these classes of travelers are an overshadowed, 
from the economic point of view, by the enormous influx of 
tourists and long-time sojourners from abroad. Naturally it 
does not depend wholly upon Italy whether they shall come or 
not; business conditions at home may prevent many of them 
from traveling at all, or some greater attraction may suddenly 
develop to draw them elsewhere. But travelers have been, on 
the whole, except for the war years, among the most dependable 
sources of income for the country. Their expenditure in Italy, 

• The chief studies here are those of Stringher, Mortar&, and the 
discussion cited in notes 40 and 44. The officW memoranda pre
pared in connection with the negotiations for the funding of the 
Italian fol'e1gll pubhc debt also deal With the subject at some length. 
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moreover, constituted the first of the big items of income to 
recover quickly after the war.' 

Before the war capital was coming into Italy in considerable 
volume; but during and since that struggle Its importation in a 
wide variety of forms has assumed the greatest importance. 
The interest upon these borrowings, public and private, con
stitutes, therefore, an important item in the accounts. Of 
considerable importance also are the earnings from the operation 
of the merchant marine and the outlay for banking services and 
commercial commissions, inslJI'ance charges, and other expenses 
arising from the movement of commodities or persons. The 
material relating to these items in the discussion that follows 
has been taken from official sources, or from such special 
discussions as may be noted. 

D. THE PRE-WAR INTERNATIONAL ACCOUNTS 

A. The Balance of Trade 

Throughout the entire period of Italian national unity, the 
balance of trade has been unfavorable

J 
and the steady increase 

in the excess of imports over exports is perhaps the most striking 
feature of Italy's international transactions. The table on the 
accompanying pages presents the commowty and specie move
ment for the pr:e-war period. Examination of the figures for 
the years before the war brings out certain interesting tendencies. 

In the period between 1870 and 1880, the excess of imports 
tended to be relatively slight. In the following decade it m
creased materially; this was a period for the most part of relative 
prosperity during which a good deal of foreign money was 
entering Italy in the form of subscriptions to state loans and the 
like. Towards the end of the decade, the borrowing had brought 
in its train heavy interest payments, and there was a tendency 
on the part of the excess of imports to decrease. A ventable 

• The principal discussion of tlus group of items for the pre-war 
period 18 to be found in Strmgher's article, and for the penod smce 
the war, In the publIcatIOns of the Eme fl4ZWl'la{e ,taluma tUn&hca, 
known familIarly as "EDIt." 
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crisis dominated the larger part of the following decade; the 
imports fell off relatively in greater degree than the exports. 
From 1901 to about 1911, the imports again moved rapidly 
away from the exports. Once more this was a decade character
ized (particularly in so far as relates to the years 1901-1908) 
by substantial foreign investment within Italy; and this, too, was 
the decade marked by sufficient prosperity to enable the repatri
ation of much of the public debt that had been placed abroad. 
The last three years before the war were thought by Professor 
Jannaccone to mark the beginning of another period of reduced 
excess of imports over exports; but whatever may have been 
the tendency most likely to develop in this period, the beginning 
of the war produced profound and far-reaching changes. 

The importance of the excess of imports over exports in deter
mining Italy's whole international position makes necessary a 
review of Italian commercial policy prior to the war; and accord
ingly some attention will be given to the development of foreign 
trade and the course of commercial policy in so far as it helps 
to explain the trade situation, in a separate appendix, E, page 
464. 

It will be observed from the table that Italy has periodically 
imported considerable quantities of bullion and specie. Such 
was the case in the early eighties and again in the early years 
of the twentieth century. In the period from 1880 to 1914 
imports of specie exceeded exports by 620.5 million lire. These 
imports were, of course, chiefly for the purpose of building up 
currency reserves. 

A review of the trade and specie balance of Italy before the 
war leads to certain general conclusions. The excess of imports 
over exports tended more or less steadily to increase. The 
importation of cereals, fuel, and other essential raw materials 
showed a greater increase than other commodities. Commercial 
policy, as may be seen in Appendix E, encouraged the nascent 
industries of the north; by dint of operating within slender mar
gins of costs and profits, these industries were finding it possible 
to sell in foreign markets. Still, the export trade remained on 
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TRADE AND SPECIE BALANCE OJ' ITALY, 1871-1913· 
(In milllons of lire) 

COIIMODITJU BULLION AND SPE •• 
Nft 

YBAB DUICIT-

ImporlB ExporIB Net ImporlB ExporIB Net-
Deficlt· 

------------------
1871 961 1,075 H14 2 11 + 9 H23 
1872 1,183 1,162 21 4 Ii + 1 20 
1873 1,261 1,131 130 25 2 -24 154 
1874 1,296 978 318 9 7 - 2 320 
1875 1,207 1,022 185 8 11 + 3 182 

1876 1,307 1,208 99 20 8 - 12 111 
1877 1,142 934 208 15 19 + 4 204 
1878 1,062 1,021 41 8 24 + 16 25 
1879 1,252 1,072 180 10 35 +25 165 
1880 1,187 1,104 83 39 28 -11 94 

1881 1,240 1,165 75 92 28 -64 139 
1882 1,227 1,152 75 118 4 -114 1&9 
1883 1,288 1,188 100 93 12 - III 1&2 
1884 1,319 1,071 248 25 25 248 
1885 1,460 951 509 115 184 + 68 441 

1886 1,458 1,028 430 53 48 - II 435 
1887 1,605 1,002 603 85 107 + 22 681 
1888 1,175 892 283 67 75 + 8 275 
1889 1,391 951 440 60 65 + II 435 
1890 1,320 896 424 68 67 + 9 415 

1891 1,127 877 250 54 63 + 9 241 
1892 1,173 958 215 44 54 + 10 205 
1893 1,191 964 227 43 94 + 51 176 
1894 1,095 1,027 68 108 32 - 76 185 
1895 1,187 1,038 149 7 21 - 14 135 

1896 1,180 1,052 128 10 20 + 10 118 
1897 1,192 1,092 100 9 23 +14 86 
1898 1,413 1,203 210 3 20 + 17 193 
1899 1,506 1,431 75 5 16 +11 64 
1900 1,700 1,338 362 7 17 + 10 352 

1901 1,718 1,374 344 12 16 + 4 340 
1902 1,724 1,444 280 35 10 - 25 305 
1903 1,813 1,493 320 157 7 -150 470 
1904 1,878 r,573 305 45 10 - 35 340 
1905 2,016 1,705 311 170 8 -162 473 

1906 2,514 1,906 608 142 8 -134 742 
1907 2,881 1,949 932 168 6 -162 1,094 
1908 2,913 1,729 1,184 28 21 - 7 1,191 
1909 3,112 1,867 1,245 18 54 +36 1,209 
1910 3,246 2,080 1,166 31 48 + 17 1,149 

1911 3,389 2,204 1,185 29 42 + 13 1,172 
1912 3,702 2,397 1,305 26 41 + 15 1,290 
1913 3,646 2,512 1,134 21 80 +59 1,075 

• St<Jt .. hCIJ del """' ...... no. 
• • The plus 81gn lnwcates • net surplus of esport.s, the Dllnus _ when used, 
mwcates net lDlporlB. 
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none too secure a basis. On the eve of the great war Italy's 
economic future was distinctly problematical. 

B. Service Items 
Before attempting to reach a final estimate of the composition 

of Italy's national income and outgo before the war, it is neces
sary to consider the so-called service items, that is, payments 
for services rendered to Italians by foreigners or receipts from 
foreigners for services rendered by Italians. Gifts may for 
convenience be included in the same category. 

Just when attention began to be directed to the means whereby 
Italy pays for the excess of her imports over her exports cannot 
be fixed with precision. There appears to have been some 
discussion on the subject in connection with tariff policies in 
the period before 1887; and gradually those outside the ranks of 
professional economists came to realize the significance to the 
national economic structure as a whole of the net earnings from 
services rendered by Italians to foreigners either in or outside of 
Italy. The elaborate investigations of Bodio and Stringher, 
already cited, represent the culmination of pr~war studies on 
the matter; and the results of Stringher have been generally 
accepted as authoritative by those who have dealt with the 
subject since his monograph was published, as, for example, 
Professors Mortara and Borgatta in the studies cited on page 
259. We shall, therefore, briefly summarize the conclusions of 
Stringher at this point. 

Foremost among the service items before the war were the 
remittances from Italians abroad. Emigrants took with them 
small amounts of money each year, but they sent home large 
sums. On the basis of bank records accessible to him, Stringher 
concluded that for 1910 about 500 million lire were remitted by 
Italians abroad, while some 50 million were either taken out or 
absorbed in transportation of emigrants.' The net amount for 
this item, then, he took to be 450 million lire. 

• Stringher, in Bulletin d6 r 17I8titul inlernationaZ d6 StatistiqtuI, 
XIX, part 3, p. 103. More than half the remittances reached Italy 
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Next in importance among these items is the one covering the 
expenditures of tourists in Italy, set off against some small 
expenditure of Italians abroad. Probably the latter expenditure 
did not tend to exceed 30 million lire per annum, at that time, 
while foreigners, sojourning for longer or shorter periods of time 
in Italy, left something in excess of 500 million lire 5 as their 
aggregate expenditure in the country. Stringher, therefore, 
reduced to 450 millions the average net income for this item. 

The postal money order receipts of Italy exceeded payments 
under the same headIng during the years covered by Stringher 
by some 200 million lire. but, in order to make ample allowance 
for possible duplication, he reduced the net figure to 150 
millions.s 

So much, then, for the larger service items, aggregating a net 
favorable balance of about 1,100 million lire, which dId not quite 
overcome the unfavorable trade balance of some 1,150 millions. 
But there are minor items, smaller in their aggregate amount, 
yet of great significance. 

In the first place, there was a large amount to be sent out 
each year by way of payment of interest on the public debt. 
This was, however, diminishing according as refunding opera
tions lowered the rate of interest, and helped, together with 
taxation (at the source), to stimulate the repatriation of the 
debt held abroad. Whereas in 1891-92, no less than 218 million 
lire had had to be sent out of the country by the Treasury, 

in the form of checks, but a good deal of cash was !lent by mail 
or earned on the persons of returnmg emIgrants. 

• FIve hundred and thIrteen rrulhon, accordIng to Stringher's 
calculatIon. IlJs starting pomt was a study of LWgJ BodIO m the 
GwrruUe degl~ econmm8h, July, 1899, where Bowo concluded that 
300,000,000 hre, net, were derived annually from the tourIst item. 
For 1909-1910, some 900,000 pel"lOns entered Italy each year, and 
a study of the railroad revenues and average hotel expenwtures led 
to the conclUSIon that the average per caPIta expendIture would 
range around 500 hre per annum on each foreIgner entermg (or 
sojournmg m) the country. 

• Strmgher, pIll. The net surplus of money orders in million 
hre, had run as follows in the five fiscal years beginnmg WIth 1906-
1907: 185, 229, 185, 196, and 215. 
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five years later the amount was 135 millions; by 1901-1902, 102 
millions, diminishing thereafter thus:7 

1902-03. 
1903-04 . 
1904-{)5 . 
19()5-{)6 . 
1906-07. 
1907-W • 
1908-09. 
1909-10. 

(mJlhon lire) 
826 
73.4 
68.3 
66.7 
60.7 
55.9 
56.7 
59.8 

Stringher took 60 millions as the typical figure for this annual 
liability. 

Then there were payments of inter~t on foreign holdings to 
securitit.'s other than those of the Italian government. String
her's cautious investigation of the investments of foreigners in 
Italy led him to conclude that about 750 million lire (nominal 
value) of securities were held abroad. Roughly 300 millions 
were held in France, 180 millions in Germany, 150 millions in 
Switzerland, 50 millions in Great Britain, while in all other 
countries some 70 millions were distributed. Incidentally, 750 
millions would represent about 10 per cent of the aggregate of 
Italian securities outstanding in 1909-10. 

Before considering the amount of money which the payment 
of interest on these foreign holdings of Italian non-government 
securities must have represented, reference may be made to the 
parallel category; namely, of foreign capital actually invested in 
Italian business. Something just under 500 million lire were 
so invested, according to official records cited by Stringher .• 

, The proportion of every 100 hre of interest on the pubhc debt 
that was payable abroad, for each of the years given was as follows: 
1891-1892,47.50; 1896-1897, 27.29; 1901-1902, 20.68; and 1902-1903 
and follOWIng fiscal years, 16.80, 14.97, 14.22, 13.65, 12.05, 10.99, 
11.48, 11.86. 

• Records of the fiscal authorities, as of September, 1910. The 
total was 492.5 million hre, invested by the followmg countries: 
Argentma, 1 IDlllJOnj Austria, 18.9 nulhODSj BelgIUm, 167 nulhODSj 
France, 124.5 mUhoDS; Germany, 25.6 milliODBj England, 107.9 
millions; Switzerland~!2.8 nulhODS; Russi~1 Spain, and Netherlands, 
3.4 Illlllionsj and the umted States, 1.1 muuons. About 424llllllions 



268 ITALY'S ECONOMIC POSITION 

But his own conclusion was that between 850 and 900 million 
lire were invested in Italy by foreIgn companies, operating 
branches and agencies there, while 470 or 550 millions were 
invested in the form of participation in companies of ItaIJan 
nationality. A total, then, of 1,370 million lire come under the 
head of capital investment.D 

On the 750 million lire of foreign holdings of Italian securities, 
Stringher thought that 40 million lire were annually sent abroad; 
on the 1,370 millions of capital investment, he calculated a yield 
of 7 per cent, or about 96 million lire, of which 85 million would 
be likely to emigrate. Consequently, some 125 million lire 
would annually constitute the payment for the use of foreign 
capital in Italian industry and commerce. 

This sum of 125 millions, and the 60 millions annually sent 
out on the foreign holdings of Italian government securities 
make a total of 185 million lire. 

Compensating this sum in part were the earnings of Italian 
capital abroad. For 1909-10, tax returns acknowledged hold
ings of about 236 million lire (166.7 millions in government 
securities, and 69.7 millions in other kinds of securities). Of 
course, this total was far below the reahty. Stringher felt that 
in the years 1901 to 1910, some 250 millions had been invested 
abroad. The profits on foreign holdings of the Italian Treasury 
and Banks of Issue, aggregating 280 millions, averaged some 
8 million lire in this period; while the profits from Italian par
ticipation in foreign agricultural, industrial, and commercial 
enterprises were thought by Stringher to exceed 40 millions. 
Finally there was the aggregate of foreign remittances to the 
Holy See, and like payments, estimated by Stringher at some 

of the total constituted the caPital of companies operating in Italy 
- traction, gas, electricity, and the hke, and the rest was mvested 
in insurance and navi~tJon compaDies. As to insurance, foreign 
comparues had the major portion of the business; m 1909, of 1,614 
millions of bra written m pohcies, 930 milbon went to them, repre
senting premium payments of about 36 4 milbon bre that year. 

• DIStributed, according to Stringber, thus: (m lIllihons of bre) 
BelgIUm, 300j France, 300; Germany, 300; Switzerland, 280; Eng
land, 140; otner countnes, 50. 



INTERNATIONAL ACCOUNTS 269 

15 million lire, on the average. Thus, slightly more than 70 
millions would have to be subtracted from the 185 million lire 
owed abroad, in order to arrive at the net balance. But the 
cautious Director General of the Bank of Italy, in order to be 
on the safe side, subtracted only 50 millions, leaving some 135 
million lire as the net debit to be deducted from the 1,100 
million lire of national income from the so-called service 
sources. With the deduction made, the income stood at 965 
millions. 

This conclusion, then, of Stringher stands as the most impor
tant outcome of his long and valuable study, and, in the main, 
remains authoritative for subsequent investigators. Something 
between 950 and 1,000 million lire were annually available, if 
his conclusion was exact, to' cover the deficit in the trad~ bal
ance;!O and he formed the conviction that Italy's income during 
the first few years after 1900 was slightly in excess of the trade 
deficit, but that subsequently there was a small deficit. Changes 
in the volume of Italian indebtedness abroad during these years 
support this conclusion. . 

At this point, the statement of Italy's international accounts 
as estimated by Stringher may be conveniently presented in 
tabular form, as a preliminary step to the criticism of some of the 
items it comprises. Beside the estimates for the items which 
Stringher advanced as the best figures available, we have placed 
the corrected net figures as he thought that they should be 
expressed; and it will be seen that they do not correspond to 
the exact difference between the income and outgo items. His 

10 It was the view of Stringher that the excess of imports over 
exports was less than the statIStical returns showed. The average 
annual excess from 1905 to 1907 was about 600 mllhon lire and from 
1908 to 1910 it was 1,200 millions. If the values of 1905 had still 
contmued in use In 1910, Strmgher contended the excess of 1,166 
milhons recorded for the latter year would have been 1,064 millions. 
The changes in official valuations were not calculated to keep step 
With the actual course of prlces. Mortars, on the other hand, has 
pomted out that allowance must be made for the fact that part of 
Italy's exports went to her colonies, and did not, in consequence, 
result in foreign credits; and he is inclmed to put the reol trade 
defiCit at from 1,200 to 1,250 D1IlliOD hre. 
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reasons for these differences have been amply indicated in the 
foregoing discussion. It should be said at this point that 
Director General Stringher is in no way responsible for the fol
lowing tabular presentation; few writers in this field have been 
less consumed than he by the passion for setting up rows of pre
cise figures which are often none the less approximate for all 
their minuteness. 

STATEMENT OF ITALY'S INTERNATIONAL AccouNTS ABoUT 
1910 AS CALCULATED BY BONALDO STRINGBEB 

(In millions of lire) 

ITEIIS 

Commowties 
Specie .. 
Travel expenwture .. 
Remittances of Italians IIvmg 

abroad, and their payments 
for transportation and the 
hke . .. " 

Net surplus of postal money 
orders. . . . . . 

Interest on securities, public 
and pnvate, and other in
come from capital; also 
mIScellaneouS items. . 

Totals (see page 269) 

ApPROXliu. TIl 

OU'l'OO • INCOIrf. I_:--.=:B.:.:;AL:::.;A::..:.NC:-=-,--_ 
OUTGO lNooII_ 

3,070 
20 
25 

60 

185 

1,920} 
50 

475 

515 

200 

70 

1,100 

.. I 
135 

1,235 

450 

450 

150 

1,100 

There was, then, as a rule, when Stringher was writing. a 
deficit of something like 135 million lire, occasionally falling 
below 100 million lire. This deficit was covered by fresh borrow
ing of various sorts, as, for example, the sale of securities, and 
the expansion of banking credlts abroad. 

Some criticism has been directed against the results of String
her on the ground that he made insufficient allowance for the 
earnings of Italian shipping. While no lengthy digression into 
the growth and significance of the Italian merchant marine is 
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in order, reference should be made to the more important 
trend.l1 

Starting off with little or no shipping facilities, united Italy 
soon became impressed with its dependence upon foreign ship
ping. The government was induced to share the financial risk 
through subventions first to lines actually engaged in foreign 
commerce, later to all sorts of shipping, and eventually to ship 
construction. Subsidies certainly stimulated the development 
of a merchant marine, but the augmentation of trans-Atlantic 
migratory movements after 1880, and of the importation of fuel 
and food supplies in subsequent decades probably stimulated 
the development even more. Yet even in the years just prior 
to the war, British ships were handling a larger portion of inter
national freight and passenger traffic to and from Italy than 
were those of Italian registry. Taking into consideration even 
the relatively high position of Italian sailing ships in the coastal 
trade of the MedIterranean littoral. barely a quarter of the 
foreign commerce of Italy was carried in Italian ships.1J The 
situation, however, was tending to improve at about the very 
time that Stringher was writing. 

But even though the merchant marine did not make money 
(or money enough) for those owning its securities - to judge 
by the insistence with which they fought for subventions - it, 
nevertheless, earned something from the point of view of the 
national economy as a whole. Apparently more was earned 
than Stringher allowed for in his calculations. In order to make 
clear what is meant by this statement, it will be necessary to 
take account of the relation between foreign trade returns and 
shipping earnings and outgo. Italy's imports are valued c.i.f. 

11 The record of the lengthy Wst'ussions relative to the merchant 
marine is shown by Zubhn, Handel.sbenehungen ltaliena, Jena, 1913, 
Chapter XVI. see also O. Roneagli, .. L'Industria del trasporti 
marlttlml" in Cinquant' anni dl slana &talwna, Vol. I, Milan, 1911; 
Camillo Supmo La fIIJIIigaztoM dol punto d. vista economlCO, 3d ed., 
Mlla~ 1913; G. Arias, Econmrna commerciak, Milan, 1917, Part 
VII; .t;. Corbino, EconmrJw dei CTaspar'i manthmi, CittA di Castello, 
1926. 

III Calculation of Zublin, p. 127. 
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(cost, insurance, freight) at the frontier; all freight charges, 
therefore, are included in the value of the imports. Exports, 
however, are valued f.o b. (free on board) at ports of 10adlllg; 
shipping charges, consequently, are not included in the value of 
exports. Shipping charges, in the last analysis, are paid by 
the importing country. It follows, then, that although Italy's 
outgo for freIght and like charges is - and, for 20 years before 
the war, was -larger than her income under these heads, 
nevertheless the outgo tended to be absorbed in the unfavorable 
trade balance, and the income remained unaccounted for in any 
detailed fashIon. 

The ShIpplllg charges included in the import figures consist of 
two sorts, those paId to Italian ships, and those paid to shIps of 
non-Italian regIStry. Theoretically, the former should be can
celled, or offset by the calculation under income of an amount 
equal to the sums paid by ItalIan importers to ItalIan shipping. 
Charges paId on imports to foreign ships, however, represent 
outgo; but since they are already embraced withIn an outgo 
item, there i~ no occasion to provide for them. What it amounts 
to, in fine, is that account has to be taken of the earnings of aU 
Italian ships engaged in foreIgn trade, and no provision has to 
be made for payments under this heading, inasmuch as they 
are already covered. 

Since the data gathered by the authonties mentioned on page 
271, or otherwise available, do not penrut much to be done in 
the way of calculatlllg the earnings of Italian shipping as a 
whole, some tentative estimate has to be made by approaching 
the problem from another angle. Recourse may be had to the 
relatively simple and dependable method employed in calculatlllg 
Gennan and French shipping earnings.!' This method involves 
the following steps: 

1. A percentage comparison of Italian and British shipping 
is made for the period of years under consideration. As a b8818 

11 Moulton and McGwre, Germany's Capac1.ly to Pay, 1923, p. 
261 fI.; Moulton and LeW18, The French Debt Problem, 1925, pp. 
342-5, 355-8, 366-7. 
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for comparison, the tonnage reported in Lloyds' Shipping Regis
ter is used, three tons of sailing shipping being considered the 
equivalent of one steam ton. 

2. By means of this table, the earnings of Italian shipping 
are calculated from estimates of British shipping earnings that 
are available; and first, it is assumed that Italian shipping is as 
profitably operated, ton for ton, as that of British registry. 
But, in point of fact, the Italian merchant marine cannot 
expect to be as profitably operated as that of England, the 
very size of which gives it a decided advantage over the 
shipping of other countries. A reduction, therefore, should 
be made to allow for the comparatively lower earning power 
of Italian shipping. Such a reduction, of about 33! per cent, 
is made here; and purely arbitrary though it be, it brings 
us nearer the probable earnings of the shipping of Italian 
registry. 

The followmg table gives the data essential for estimating 
Italian shipping earnings accordmg to this method for the decade 
mainly covered by Stringher's researches and also for the sub
sequent years so far as available; no material exists for the war 
years. The tonnage figures given for each country are the 
totals found by adding together the steam tonnage and one
third of the sailing tonnage. For the pre-war period, the earn
ings are in gold lire; for the post-war period, in paper lire, COD

versions being made at average rates of exchange for the pound 
and lira, during the years in question. 

From these results, however, some reductions may be made, 
in order to make allowances for factors not taken into account. 
We have, therefore, deemed it well to take the lower figures for 
the groups of years most immediately in view, namely the 
period 1901-1910. For the five-year period 1901-1905, prob
~bly 60 million lire would serve fairly well, while for 
1906-1910, 80 million lire would perhaps be the safest round 
figure to use; and for the last three years of the pre-war 
period, we incline to use about 110 million lire, as the 
average. 
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ESTIMATED ITALIAN SHIPPING EARNINGS 

~ERCHANT TONNAOB ITALIAN EARNINO. 
(In thousand. of gr088 TONNAO. (In DUlhODO of breI 

YIlAB toll8) As A 
PBRCBNT-

AOII O. 
BntlBh ItBban BBITIBB BntUlbO ItBban 

1901 12,587 811 64 1,512 85 
1902 13,409 848 83 1,512 64 
1903 13,903 863 82 1,638 68 
1904 14,463 876 60 1,663 87 
1905 14,932 890 80 1,840 74 

1908 15,598 918 49 2,142 84 
1907 16,286 955 49 2,268 89 
1908 16,664 1,030 82 1,991 82 
1909 16,775 1,081 84 2,092 89 
1910 • 17,018 1,099 85 2,394 104 

1911 • 17,486 1,132 85 2,520 109 
1912 17,892 1,212 88 2,520 114 
1913 18,415 1,357 74 2,520 124 

1919 16,415 1,282 78 13,245 889 
1920 18,184 2,159 119 25,520 2,025 
1921 19,404 2,529 130 7,995 693 

1922 19,158 2,755 144 8,172 785 
1923 19,170 2,932 153 9,848 1,004 
1924 19,005 

I 
2,757 145 13,120 1,268 

Evidently, then, Stringher's results call for modIfication to 
some extent, if not to the exact extent indicated by the 
foregoing discussion. It is possible, clearly, that the un
covered gap between all other varieties of income and all 
varieties of outgo, as he found the results to read, was bridged 
to a larger extent by shipping earnings than by any other 
factor. 

Scanning such evidence as has become available since Director 
General Stringher's study was written, we are led to regard as 
substantially confirmed his estintate of the amount of Italian 
investments abroad; by the end of the fiscal year 1913-14, Italian 
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tax returns indicated capital investment in foreign securities in 
the sum of about 327 millionl4 lire. 

It is not unreasonable to suppose that the fairly rapid increase 
in official registration of securities between 19lO and 1914 
reflected a considerable expansion in those years of holdings of 
securities in Central and Eastern Europe and the Levant, an 
expansion which in turn corresponded to the new interests Ital
ian commerce and finance were acquiring in those regions at the 
time of the two Balkan wars and the Tripolitan War. If we 
take upper and lower levels of 400 and 500 million lire for the 
capital value of the investments in 1914, it is a fair assumption 
that the corresponding levels four years before could have been 
somewhere between 250 and 350 million. Professor Mortara 
remarks, in one of his unpuWished memoranda, that there was 
one quite optimistic estimate of 800 million lire as the total 
investment in 1913-14. As for the years before the great con
version of the consolidated debt in 1906, it is doubtful whether 
Italian holdings of foreign securities amounted to significant 
totals. Some such funds, of course, must have existed, particu
larly in the period of difficulties in the nineties ;1& but if we allow 

16 By the end of the fiscal year 1914-15, the total so reported 
stood at 345 mllhons (indicatmg, perhaps, a real total of from 400 
to 500 mIlhons?) dIstributed mawly as follows, in mIlhons of lire: 
Russia . 87.7 France • 7.9 
Austria. . ., 522 Spam . 7.2 
American countries 45.2 Rumania 6 6 
Hungary • 40.7 Egypt • 6.0 
Turkey. • 34.3 Belgium. 2.4 
Great Britain 10.9 Portugal 2.4 
Germany 10.6 TuIllS • 1.5 
SWitzerland 10.2 All others 8.8 
Japan 100 
See Minis/ero delle Fl1lanae: Alcuni indwa della enhtd e delle orten
Ia.none del capltale italiano iflll6$hto ,n htoli Il IIIJlori 68teri, 1909-
1923; Rome, 1924 (rer.rmt from BoUe/nno d, stallsllca e d, legIsla
tione comparata, XXI ,4), page 9 . 
.. Accordmg to Ludovlco GIUSti, I pr6shti pubblici contratti all' e

stero, Milan, 1921, p. 19, the process of repatriation of Italian secun
ties, and of Italian mvestment abroad, began to be dlStmctly per
ceptible around 1895; fifteen years later, the movement of funds 
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for a total of such investments of about 50 millIOns arouna 1901, 
and think of it as exceed.mg 100 millions by 1905 or 1906, we are 
probably not far from the truth. Such a suppositIOn would 
not only not conflict with the results of Strmgher, but It would 
also accord With the known course and rhythm of Italian trade 
and finance in those years. 

To what extent are the calculatIOns of Stnngher subject to 
correction With regard to foreign investment in Italy? It 
appears that the amount of foreign investments in Italy has 
been a matter of dispute before, as well as since, the war; there 
is reason to believe that the volume of such investments has 
been generally underestimated. The investment of foreigners 
in Italy had been proceeding more or less steadIly for several 
decades prIor to the war, as is evident from various Itahan 
disCUSSIOns of the problem.16 It is known that investments m 
Italian textile industnes and the acquisition of real estate and 
other property in Italy were growing rapidly in the early years 
of the century. Accordingly, we are inclined to view String
her's estimate of 2,200 million lire for 1910 as a minimum figure 
Ten years earher the total was perhaps a bilhon less, or from 
1,000 to 1,200 mllhon lire. 

Foreigners continued to invest steadily in Italy from 1910 up 
to the outbreak of the war. A conservative estunate of the total 
of foreign capital invested in Italy m 1914 would be from 2,500 
to 2,700 million lire. Making allowance for Italian investments 
abroad - amountmg to from 400 to 500 million lire - Italy 
was thus a net debtor on international account of somethmg 
like 2,100 to 2,200 million lire. 

We turn now to Stringher's estimates of Italy's international 
income. With reference to tOUrISt income, we find that the 
records of the administration of the State railroads support 
Stringher's estunates of the number of foreign visitors and the 
abroad was qUIte noticeable, bemg due m the main to the low YIeld 
on Itahan domestIc seCUrItIes. ThIs investInent of funds abroad 
GIUsti and others regard as premature. 

11 See, for example, Thcca-Salerno, Teona generale dei pre8ttll 
pubbbCl, MIlan, 1879. 
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average duration of tourists' visits. We therefore accept his 
estimate as approximately correct. 

With respect to the net receipts from Italians employed 
abroad, new estimates for the pr&owar period have been com
piled by Professor Jannaccone, on the basis of an exhaustive r&o 
examination of the pr&owar records 11 The figures submitted 
by Jannaccone are as follows; but it is to be borne in mind that 
they are not net figures, since the 60 million lire or more, on the 
average, carried away by departing emigrants, or expended by 
them in connection with their departure, have not been deducted 
by Jannaccone. The figures are in millions of lire. 

1907 729 1916 
1908 639 1917 
1909 660 1918 
1910 734 1919 
1911 774 1920 
1912 779 1921 
1913 528 1922 
1914 581 1923 
1915 497 

575 
833 
873 

2,173 
4,253 
3,372 
3,054 
2,521 

Until the methods employed by Professor Jannaccone in 
arriving at these results are made available in detail, judgment 
as to their right to be substituted for those of Stringher must 
be suspended; and in view of the caution with which the latter 
conducted the inquiry on which his results were based, one 
must be inclined to accept new figures only after a thoroughly 
convincing demonstration. The allowance that Stringher made 
for cash enclosed in letters or brought into the country on the 
persons of emigrants temporarily or permanently repatriated is 
probably the chief item in his composite total where the factor 
of personal opinion, rather than the control to be exerted through 

IT This analysis was included as a preluninary to conclusions on 
later years, m a study of Professor Jannaccone on the mternational 
balance of 1923, of which use was made in Its yet unpubhshed form 
by Professor Borgatta in the memoranda prepared m connectton 
With the negottatlons for the fundmg of Italy's foreign pubhc debt. 
Borgatta expressed the opmion that these amounts were unduly 
high for the pre-war years, but more acceptable for the war years 
andIater. 
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banking records, played any large part. Even here his estimate 
of the amounts likely to be remitted through the mail or brought 
in person by hIS countrymen to their relatives would obviously 
be worth more than the estlffiates of persons having less oppor
tunity for contact With official sources of information in Italy, 
at that time, to say nothing of the estimates of foreigners. 

The extent to whICh the volume of the reIDlttances was 
affected by the character of the work available in foreign labor 
markets and the wage levels there prevailing has been empha
SiZed in Chapters II and VII. Only an extremely small pro
portion of those emigrating from Italy were able so to establish 
themselves in the countries of immigration as to be in a position 
to send substantial reIDlttances to relatives in Italy prior to the 
end of the nineteenth century. On the other hand, in 80 far as 
the sending of these reIDlttances in due course made it possible 
for parents, wives, and children to join the wage earners abroad, 
the amount of the remittances would naturally tend to diminish 
automatically in the later years. The final factor, of course, 
bearing most importantly upon this situation would be the 
influence of depressions abroad such, for example, as those of 
1907 and 1920-21. In short, the wnter has found no estimate 
of the country's international income from remittances of this 
category for the half dozen years preceding the war, which is to 
be preferred to that of Director General Stringher.18 

We may close this section by reproducing a tabular statement 
for the year 1913 which indicates how generally accepted the 
ideas of Stringher have been. Under the title of a "Balance 

18 Professor Francesco Coletti in Ius contributIOn, "Dell' emi
grazlOne ltahana," to the co&boratlve work, C'nquanl! ann. 
d, 8tona Ualwna, Vol. II, Milan, 1911, p. 238 ff. after making 
mdependent calculations, comes out at figures co~g those of 
Strmgher; he mentions an estunate of LWgl Luzzattl of approXi
mately 1,000 millions, but he characterizes It as "rather optumatlc." 
It is doubtful whether Luzzattl ever made an independent study 
of the subject. Professor Roberto Michels was lately reported 
(Journal des Wmom'8tes, October IS, 1925, p. 250) to beheve the 
annual average m the last five years before the war to have been 
as high as 900 million hre. 
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Sheet of Italy's Foreign Payments," it appears in the magnifi
cently executed volumes commemorative of the twenty-fifth 
year of operation of the Credito Italiano, The Economic Resources 
of Italy, 1895-1920, 2 vols., :Milan, 1920, Vol. I, p. 218. Pre
sumably it is the work of the distinguished economist and bank 
director, Mario Alberti. The changes were chiefly for the pur
pose of bringing Stringher's estimates down to date. 

INTERNATIONAL INCOME AND OUTGO STATEMENT, 1913 

OUTGO INco". 

Mllhono Per- MllhoM P .... 
Itema of hre eentage Items of hre centace 

--
Imports. . . 3,646 94.8 Exports . 2,512 652 
Payment of Inter- RemIttances 500 130 

est and dlvi- Expendttures in 
dends nn for- Italy of for-
eign capital In- elgners . 450 11.7 
vested In Italy 150 3.9 Money orders, 

BorroWings for Ul- etc. 200 5.2 
vestment pur- Interest 'on 'for: 
poses 50 1.3 elgn invest-

ments 70 1.8 
MIScellaneous: 120 3.1 ---- ----

Total 3,846 100.0 Total 3,852 100.0 . 
C. Conclusions with Respect to Pre-War Accounts 

On the basis of the examination devoted in the preceding 
sections of this appendix to the results of Italy's traffic in goods 
and services with the rest of the world, the following statement 
brings together the country's international accounts of income 
and outgo for the years 1901-1914. After what has been said 
in previous pages in regard to the necessarily approximate 
character of many of the figures used in arriving at these results, 
it is perhaps unnecessary to do more at this place than submit 
the statement as one of estimates, but of estimates that are 
believed to be based upon the best and most authoritative 
evidence. 
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PERIOD 

1901-1905 
1906-1910 
1911-1914 

INTERNATIONAL OUTOO, 1901-1914 
(Yearly average m millIons of lIre) 

COMMODITIES INT.BEaT. PROPITB 
AND SPBClB AND Co .. M18810HB 

400 120 
1,100 160 
1,200 175 

TOTAL 

520 
1,260 
1,375 

We present first the table of outgo, in averages for several 
years grouped together (two five-year periods and one period of 
four years). The precise figures for the excess of imports over 
exports are perhaps to be aVOIded; therefore, making due allow
ance both for the undependability of the official figures, and the 
colonial absorption of Italian exports without correspondmg 
foreign creruts for Italy,19 we shall adopt the approximate figures 
of 400 million, 1,100 nu.lhon, and 1,200 million lire respectively 
as representative of the commodity and specie deficit in the 
three periods. 

What we have consolidated as the item of interest, profits, 
and commissions is based upon our discussion in the precedmg 
section, the important conclusions of which may be stated as 
follows: The typical figure for payments abroad of interest on 
the public debt is taken as 80 million lire for 1901-1905, 60 
millions for 1906--1910, and 60 millions for 1911-1914. The 
interest on private securtties held by foreigners is placed at 25, 
45, and 60 millions of lire for the three periods, respectively. 
The earnings of foreigners from Italian businesses and property 
owned by them are calculated at 50, 90, and 100 millions. Thus 
three totals of 150, 195, and 220 millIOn lire result. But from 
these totals certain deductions have to be made to account for 
Italian receipts (under the same headings) from abroad. These 
are: Italian interest in foreign securities - perhaps 7 milliOIlll in 
the period 1901-1905, 15 millions for 1906--1910, and 30 millions 
for 1911-1914; Italian profits from foreign enterprises and prop-

It See note 10 on page 269. 
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erty, 25.35 and 40.0 millions, respectively; the earnings of gov
ernment banks in foreign assets, 3, 8, and 5 millions, on the aver
age, for the three groups of years. The deductions, therefore, 
work out at 35, 60, and 75 million lire for the three year-group 
averages; and the net deficits on the interest and profits items, 
consequently, are reduced to 115 millions as the yearly average 
for 1901-1905, 135 millions as the average for 1906-1910, and 
145 millions as the average for 1911-1914. 

But provision must be made for the commissions arising from 
banking and related transactions. Material on which to base 
even approximate estimates of the average amount of earnings 
of this category has not been available; perhaps it could not be 
gathered with any degree of satisfaction. Yet outlay and earn
ings under this heading there must have been. There is strong 
reason to believe that the outgo substantially exceeded income 
in the case of Italy, since before the war, in any case, her money 
markets were tributary to Paris and London; and intermediaries 
in Trieste and various Swiss cities participated in an appreciable 
portion of Italian foreign business. We shall follow the con
servative practice of relating the earnings and outgo for com
missions to the total foreign trade, and proceed on the assump
tion that the excess of the outgo over earnings in this connection 
amounted, prior to the war, to at least one-half of one per cent 
of the total foreign trade.tO 

The averages for the three groups of years on this basis would 
be approximately 17, 22, and 23 million lire.D In order, how
ever, to avoid the specious exactitude that even these approxi
mations suggest, and in order, also, to provide Cor miscellaneous 
minor outlays not taken into account, we shall venture to round 
out these figures so as to read 20, 25, and 30 million lire, respec-

10 For references as to the percentages of British and French for
eign trade represented by tlus category of earnmgs, see Moulton 
and LeWlS, The French Debt Problem, 1924, page 345. 

111901-1905, 16.7 IIUllions; 1906-1910, 22 1 IDlIlIOns; 1911-1914, 
22.9 millions. For the immedllltely precedmg five-year perIOds, 
the growth would have been indicated as follows: 1886-1890, 11.7 
IIUllion lire; 1891-1895, 106 IDlllions; 1896-1900, 13 IIUllions. 
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tively. The total outgo, then, under interest, profits, and com
missions, would have averaged 120 million lire from 1901 to 
1905, 160 millions from 1906 to 1910, and 175 millions in the 
four years 1911-1914 

We now present the table of income, for the corresponding 
periods. The varieties of income are grouped under four main 
headings: remittances, tourists' expendItures, shipping, and 
miscellaneous (postal orders and the like). 

PERIOD 

1901-1905 
1906-1910 
1911-1914 

INTERNATIONAL INCOME, 1901-1914 
(Yearly average m mIllions of llre) 

-
REMI~ MJ8CBLLANBOUII 
TAMeE8 EXPENDI- (mciudmg pootal 

FRO" TUBES or SHIPPI'fO money orden, 
ITALIAN8 TOURISTS glfto. and Ole 
ABROAD like) 

300 350 65 125 
450 450 85 150 
450 425 115 200 

Tar.u. 

840 
1,135 
1,190 

The remittances from Italians liVIng permanently or sojourn
ing in other countries to theIr relatIves m Italy increased rapidly 
during the first decade of thIs century; and they were not incon
siderable in the preceding 10 years As indIcated on page ZI8, 
we inclme to adhere to the figures 450 million lire suggested by 
Stringher for the fiscal years 1909-10, and 1910-11, as the net 
excess of such remIttances over the aggregate of sums sent abroad 
to emigrants, or carried out of the country by them. If we 
consider this figure of 450 million lIre as representative of the 
net earnings from this source, on the average, throughout the 
period 1906-1910, we shall have made allowance, after all, for 
the possibilIty that in the years nearer the end of the pre-war 
period the true total under this heading was larger than String
her's computations would indicate; and we shall have provided, 
moreover, for the slump in the earnings that was caused by the 
return to Italy of many thousands during and after the depression 
of 1907. 
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As for the five-year period 1901-1905, we feel certain of two 
things: first, that the initial earning power of those who were 
leaving Italy a quarter of a century ago, or more, to seek their 
fortunes abroad was limited; and second, that as the majority 
of them were young men, their tendency was to be married as 
800n as possible, to set up their families in the countries of immi· 
gration, and thwn to diminish the volume of their remittances. 
If, therefore, the sum of 300 million lire be taken to represent 
the excess of remittances and cash brought into Italy by returned 
Italians over outgoing remittances and cash, it will be a con· 
servative figure reasonably commensurate with the growth and 
earning power of the stream of emigration. Finally, in the four 
years before the war there was in all probability a steady increase, 
until by 1913 the net earnings may have reached a half billion 
lire; but the second half of 1914 served, of course, to cut down 
receipts sharply. Professor Borgatta's investigation leads him 
to place the remittances (and more especially cash brought in 
person) at 400 millions for 1914. The average for the four years, 
then, would come out somewhere between 450 and 475 million 
lire. 

The expenditures of foreign tourists and sojourners in Italy 
have always exceeded those of Italian travelers abroad; and 
there can be little doubt of the pre-eminence of this one source 
of international income for many years, perhaps generations, 
before the European war. It was only at the end of the war 
that there were indications of a relegation to second place of this 
item, in favor of the remittances we have just been discussing; 
but, as will be shown a little later, this possibility soon disap
peared. We have taken the calculation of Stringher for 1908-1910 
as a basis, and have set down 450 million lire as the average 
aggregate of earnings from this source over the period 1906-
1910. When we consider the first half of the decade, we 
have to bear in mind the much less developed state, at that 
time, of the hotel and cognate branches of the "tourist 
industry." It is probable that in the earlier years, what with 
the greater popularity of Central and Western European 
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resorts,22 the immature organization in Italy of the business of 
catermg along modern lmes to large numbers of visitors, at 
certain seasons, and the persistence of prej'udices against health 
conditions in Italy,23 the international income did not exceed, 
on the average, 350 rrulhon lire per annum. 

The last four years of the penod under review doubtless wit
nessed a steady increase in the inflow of travelers, until the 
second half of 1914 suddenly cut off this source of revenue 
almost altogether, but it must be recalled that in consequence 
of the Tripolitan war, foreign visitors tended to shorten their 
stay in Italian possessions, and the expenditure of Italians 
abroad~n official or private business connected in some way 
With the Italo-Turkish war - tended to be augmented. As for 
the first half of 1914, the authoritative conclusion of Borgatta 
is that earrungs under this heading did not exceed 300 million 
lire; an average, therefore, for the four years, would approximate 
425 million lire. 

We have discussed the shipping earnings at length when 
analyzing the study of Stnngher,2I and it will be sufficient here 
to subrrut three averages for the respective year-groups used in 
the present sectIOn. International income from shipping for 
1901-1905 was, perhaps, 65 million lire per annum; and, on that 
basis, the earnings for 1906-1910 were 85 million, and those for 
1911-1914 about ll5 million. 

The miscellaneous category of income is as unsatisfactory as 
catch-all categories usually are. It is made up, for the most 
part, of the considerable volume of postal money order remit-

22 As for example the greater drawing power of the French capital, 
for transatlantic travelers, durmg the World ExpoSitIOn of 1901. 
South and North American tourISts tended before the war to enter 
Italy -If they went there at all- through France. See note 5, 
p.266 . 

.. The conquest of malaria and the moderruzatIon of the water 
supply of metropolItan centers - two things that make the first 
decade of this country notable - probably dId more to Improve 
Italy's earnmgs from travelers and sojourners than any other 
Important development. 

S< See page 270. 
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tances to which allusion was made in our reference to Stringher's 
discussion. These remittances embrace payments for a wide 
range of purposes - gifts, the review subscriptions and related 
operations of learned societies, and many others. They include, 
probably, Bome of the receipts of the Holy See, and of the relig
ious orders of the Catholic Church, the headquarters of most of 
which are ~t Rome; but the fact has to be recalled that the major 
portion of the income of the Holy See, the religious orders, and 
the missionary organizations is cancelled out by the disburse
ments which all of these entities effect abroad - especially in 
what may be described as the missionary world. If we conclude 
that the fourth category may have brought to Italy, on the 
average, net international income of 125 million lire in the years 
1901-1905, 150 millions in 190&-1910, and 200 million in 1911-
1914, we are making fairly generous allowance for any sources 
of income not' otherwise accounted for, such, for example, as the 
proceeds of the international railroad freight traffic, which even 
before the war had begun to amount to something. 

The combination of the income and outgo tables presents the 
following results: 

NET INTERNATIONAL BALANCE, 1901-1914 
(Yearly average in millions of hre) 

hBIOD 
INTJDRN'ATJONAL IIITBBN ... TIOH .... 

boo ... Otrl'OO 

1901-1905 840 520 
1906-1910 . 1,135 1,260 
1911-1914 1,190 1,375 

DUlCI'r 

+320-
125 
185 

• There was a surplus m thIS period, on the average. 

The significance of the results of these tables is fairly obvious. 
Italy's population was managing, on the whole, to furnish its 
own food and raw material supplies in the early years of the 
decade and a half before the war, and was able to pay for the 
excess of imports over exports by reason of large earnings from 
services rendered to foreigners in or outside of Italy. A com-
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fortable surplus of income existed. This, then, was the period 
when Italy's prosperity enabled her ministers of finance to carry 
through the large refunding operations with the public debt, 
with important consequences in the direction of the repatriation 
of foreign holdmgs thereof. 

Then. little by little, the country began to import much more 
than it exported and to expand its industrial plant - in the 
textile, metallurgical, engineering businesses, and in other lines. 
The earnings from services rendered to foreigners increased, 
but the use of foreign commodities and capital increased more 
rapidly, and came to exceed the income. This deficit was cov
ered by borrowing - not public borrowing, of course, but the 
use for shorter or longer periods of banking credits in foreign 
money markets, credits opened in connection With all of the 
sorts of transactions with which we have been. dealing, and 
operating in Widely diverse ways. The movement was accentu
ated particularly as the eve of the war drew near, and the 
dependence upon foreign supplies grew more marked. 

The substantial accuracy of this general analysis is tested by 
the movement of foreign exchange. From 1903 to 1908, the 
paper lira was practically at par with gold; but from 1909 on, 
as Professor Mortara and others have pointed out, the discount 
became steadily more perceptible.25 There was no notable infla
tion in this period wruch could account for the depreciation of 
the lira in terms of gold.211 Only one explanation will adequately 
account for this steady, though slight, depression of the lira: 
Italy's demand for foreign credit exceeded the supply of foreign 

15 AVERAGE RATES ON PARIS, 1901-1913 
(Pnce In bre of 100 francs) 

1901 104 30 1906 99 94 1911 
1902 . 101 21 1907 • • 9997 1912 
1903 9995 1908 • • 100 00 1913 
1904 . 100.12 1909 • • 100 42 
1905 99.94 1910 . • 100 51 

10052 
100.93 
101.77 

21 The paper currency was increased by about 616 million hre 
between 1904 and 1908, and by about 485 millions from 1909 to 
1913; yet the expaDSJon In the business of the country, and the fl8e 
in gold prices would have made even a larger increase seem reasonable. 
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bills of exchange normally capable of being offered on the basis 
of her sales of goods, and rendering of services, to foreigners. 
The situation was not at all critical, but it none the less confirms 
the estimates of the trend of the international accounts during 
this period. 

The net result of our survey of Italy's international accounts 
just prior to the war is that the uncovered debit margin was 
increasing by one or two hundred million lire every year. It 
would be conservative perhaps to assume that at the close of 
the period between 1908 and the end of 1914 the volume of 
commercial and banking indebtedness outstanding and unliqui
dated at a given moment had swollen to the proportions of 500 
million lire; and it showed no prospect of diminishing. The 
burden, then, of from two and one-half to three billions of foreign 
capital investment was not the only burden to be assumed in 
consequence of the transformation of the main emphasis of 
Italy's national economy from agriculture to manufacturing 
industry. The "floating" indebtedness of Italian commerce 
and finance to foreign money markets was tending steadily to 
rise, because the domestic requirements were increasing more 
rapidly than the international earnings. 

m. Tm: INTERNATIONAL ACCOUNTS: 1916-1919 

As the following table indicates, the war resulted in a tre
mendous excess of imports over exports, amounting for the five 

1iw>E BALANCE, 1914-1919· 
(In uullions of paper lire) 

CO .... ODITJm BULLION ~ Spscu 
Yau N .... 

DUlCJT 
Imports Ezpotta Deli"" Importa Ezports Delict' 

---
191. 2,923 2,210 713 27 20 7 720 
1916 .,704 2,633 2.170 .. .. .. 
1916 8,390 3,088 6.302 .. .. .. 
1917 13,990 3,309 10,682 .. .. .. .. 
1918 16,039 3,345 12.694 .. .. .. 
1919 16.623 6.066 10.558 .. .. .. 

• D_ ...... " aulla CO"d.Aon. J\ .... tulGncI ed ..,.,.......... dell'lIol...; A ............ • /oh., .... 1IGl, .. no, 1919-1921 (Supp!emen' lo 1924). 
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years from 1915 to 1919 to 41.4 billion paper lire. There is no 
point in including paper me merchandise figures and gold lire 
specie figures in the same table. Accordmgly, the imports and 
exports of bullion and specie are shown separately. 

1915 
1916 
1917 
1918 
1919 

• lind . 

BULLION AND SPECIE TRANSACTIONS· 
(In lIllllions of lire) 

YZAB IMPORTS EXPORTS 

170 300 
05 153 
03 043 
07 003 
62 103 

N .... " 

-1400 
+ 093 
+004 
- 067 
- 523 

• Plus sign mdlcates net exports; minus sign indlcates net lIDports. 

There is reason to believe, however, that the actual deficit 
was less during these years than these official figures indIcate. 
The inspection of trade returns was less effective, and the cal
culation of values by official commissions tended during the 
period of constant increases in prices to exaggerate the imports. 
Accordingly, Professor Borgatta27 thinks that the total deficit 
could not have exceeded 40 billion lire. 

1915 . 
1916 • 
1917 . 
1918 . 
1919 . 

Total 

GOLD VALUE OF FOREIGN TRADE, 1915-1919 
(In lIllllions of gold hre") 

YZAB IMPORTS EXPORTS EXCEM or 
JMPOBT8 

4,010 2,187 1,823 
6,675 2,355 4,320 
9,693 2,282 7,411 

10,813 2,143 8,670 
10,367 3,495 6,872 

41,558 12,462 29,096 

• Converted on the basIS of monthly dollar exchange rates. 
t7 AB set forth in an exhaustIve memorandum on the Italian bal

ance of payments since the war included m the officmI memoranda 
of the Italian government prepared m connectIOn WIth the negotl8.
tions for the fundmg of the foreign public debt. 
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The gold value of the trade figures for these years, based upon 
the monthly averages of dollar exchange, according to Borgatta, 
is shown in the table on p. 288. 

Somewhat different results are reached by Mortara in his 
previously cited study on Italy's international balance of pay~ 
ments; apparently annual exchange averages are used, instead 
of monthly averages. 

1915 • 
1916 • 
1917 • 
1918 . 
1919 • 

Total 

GOLD VALUE OJ' FOREIGN TRADE, 1915-1919 

(In milhons of gold hrea ) 

Y.,AB luPOaTB EXPOaTB EXC1:88 O. 
IuPOBTB 

3,904 2,102 1,802 
6,586 2,424 4,162 
9,443 2,234 7,209 

A 11,147 2,325 8,822 
8,644 3,154 5,490 

39,724 12,239 27,485 

• Converted on the basis of annual dollar exchange rates. 

The deficit would thus appear to amount to 29 billion gold 
lire, according to Borgatta, and 27.5 billion according to Mor
tara. But Borgatta was of the opinion that when allowance is 
made for the faulty official figures, the deficit would amount 
to some 26 to 28 billion. Weare, therefore, content to take 
as a round number 27.5 billion gold lire as representing the trade 
deficit. 

The shipment of specie from Italy during this period was for 
two purposes. There was, first, an ordinary outflow used in 
meeting obligations in cash. There was, second, a large mov~ 
ment of gold from Italy to London in accordance with a special 
agreement reached in 1915, referred to in Chapter IV. This 
was for the purpose of buttressing Italian credit abroad. But 
since these deposits of gold in England, amounting to 562.3 
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million lire28 still belonged to Italy, they are not counted in the 
official records of specie movement. Inasmuch as the ordinary 
gold exports amounted to only 19 mIllion lire they may be 
omitted from this calculation as of negligible importance. 

The interest account is difficult to appraise accurately. The 
disbursements for the National Treasury for interest payments 
abroad are matters of record, but the amounts are not large. 
There were about 70 million lire, paper, say, 50 millions gold, 
sent abroad in these years for interest and redemption payments 
on public debt incurred prior to the war. There was also some 
Treasury buying of pre-war securities available in French, Bel
gian, British, and neutral money markets; amounting, it is 
believed, to from 200 to 300 million paper lire, perhaps 150 
millions, gold. To be sure, this is a capital transaction, but 
since the amounts involved are small we include them for 
convenience along with the interest computation. 

Payments on account of dividends and profits diminished, as 
there were numerous sales of Italian businesses by foreigners to 
Italians, and because remittances to persons in Central Europe 
practically ceased. From 600 to 700 IDIllion paper lire, or about 
500 millions, gold, were apparently remitted from Italy on this 
account. As an offset to this there were some Italian receipts 
from interest and profits on Italian investments abroad. These 
must have fallen off from the pre-war figures, since the bulk of 
Italy's investment holdings were in Central and Eastern Europe. 
Five hundred IDIllion paper lire would represent a generous 
allowance for the aggregate of this period. ThIs leaves a net 

18 Accordmg to BonaIdo Stringher, in Memmie nguardanti la 
ctrcolazume e U mercato monetarw, Rome, 1925, p 20: "The Itaban 
Treasury had to depoSit in London specie to the value of 562,360,000 
gold lire Of this sum, 158,745,550 hre represented metal possessed 
and owned by the Treasury Itself' 272,114,450 hre belonged to the 
Treasury, but, as they were allocated to the general fund of the 
provrncml treasuries, they were mcluded m the reserves of the Bank 
of Italy which had placed a correspondmg amount of notes at the 
disposal of the TreaSury. Finally, the sum of 131,500,000 bre rep
resented a loan to the Treasury by the three banks of iasue." Under 
the terms of the British-Italian debt settlement, Italy 18 gradually 
to receive back this gold. (See page 422.) 
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outgo on this account of not more than 200 millions in paper, or 
about 150 million gold lire. 

Account must also be taken of the carryUig charges on the 
considerable volume of unfunded indebtedness of individuals and 
banks to foreign lenders or merchants to which reference was 
made at the end of the preceding section. This we estimated 
had risen to a full half billion of gold lire by the close of 1914. 
By no available means could this floating indebtedness have 
been liquidated prior to May, 1915, when Italy entered the 
war; and it is probable that it steadily increased during the war 
period. It is fair to assume that the carrying charges must have 
been as much as 40 million gold lire per annum or 200 millions 
for the five-year period, equivalent to perhaps 300 million paper. 

Commercial and financial commissions, again figuring on the 
basis or one-half of one per cent of the total annual trade, must 
have amounted to as much as 400 million paper lire, perhaps 
350 millions gold. 

Turning now to the income items, we find that all of them 
were profoundly affected by the war. The tourist traffic as such 
fell off each year more strikingly, and the number of sojourners 
in Italy was reduced to relatively slender proportions. On the 
other hand, certain expenditures took place on behalf or foreign 
troops and government officials in Italy; but these were much 
more than counterbalanced by the expenditure of Italian troops 
in France and or Italian officials abroad. In 1919, there was a 
substantial revival of the tourist trade; probably as much as 600 
million paper lire were derived therefrom. The net result for 
the entire period, according to Borgatta, is an income of around 
1,000 million paper lire, and an outgo or about one-fifth as much, 
leaving a net credit for the years 1915-1919 of about 800 million 
paper lire, or 500 million lire, gold. 

The remittances of emigrants and other Italians sojourning 
abroad greatly increased in nominal value, as will be seen by 
reference to the table shown on page m. The total for the 
five-year period exceeds 4.9 billion lire, according to Jannaccone, 
but these are lire or widely varying purchasing power, and when 
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converted to gold lire on the basis of annual averages, would 
be equivalent to :;omething in excess of 3 billion and less than 
3.4 billion gold. We have adopted 32 billion gold lIre as the 
nearest approximate figure. 

The basis for calculatmg shipping earnings is unsatisfactory, 
since official tonnage data are unavailable. Professors Borgatta 
and Jannaccone have, however, reached the conclusion that 
some 25 million tons of freight were carried by Italian ships in 
this period, and since rates increased strIkingly, they calculate 
an aggregate credIt of from 700 to 1000 millIon gold lire. Bor
gatta carefully stresses the hypothetical character of this esti
mate. We incline to adopt the lower limit. For p8.S3enger 
traffic, the records are more helpful. Some 820,000 passengers 
were transported to and from Italy on Italian ships in the years 
1915-1919, as against 185,000 carried on ships of other regIStry, 
and the net income is estimated to have been 600 million gold 
lire. Aggregate shipping earnings, therefore, are conservatIvely 
calculated at about 1,300 million gold lire for the years 1915-
1919. The earnings from transportation of goods and persons 
by land likewise increased in these years, even though the volume 
of such traffic dimimshed; at least 200 gold bre should be cred
ited as net receipts under this heading. These items total 1,500 
million gold lire, or about 2,700 millions paper. 

There does not appear to have been any noteworthy amount 
of net income from other sources during thIs period. The 8ale 
of property within Italy produced very little. The income of 
the Catholic Church from abroad suffered the severest sort of 
decline. The receipts prior to the end of 1919 from the United 
States Treasury, by way of insurance and allowance relnittances 
under the Act of October 6, 1917, amounted to about 8 million 
dollars, or 40 million gold lire. Since the bulk of these pay
ments came in 1919, they amounted to perhaps as much as 80 
million paper lire. All told, the miscellaneous items may have 
aggregated 50 millions gold or 100 millIons paper. 

Before turning to the borrowing operations of the war period 
it will be well to summarize the foregoing discussion in order to 
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indicate the extent of the trade and service deficit which had to 
be covered. Using only gold figures for the purpose, the trade 
deficit amounted to 27,500 million lire, interest items to 550 
million, and commissions to about 400 million, a total of 28,400 
million lire. On the income side, remittances yielded 3,200 mil
lions, tourists' expenditures about 500 millions, shipping and 
land transportation services about 1,500 millions, and miscel
laneous something like 50 millions - making a total of 5,250 
millions. There was thus a total deficit of 23 billion gold lire. 

The most important borrowing operations were the credits 
opened by the Treasuries of Great Britain and the United States, 
aggregating about 19.2 billion gold lire, or about 25.6 billion 
paper lire.IV The credit from foreign banks to the government, 
and the proceeds of foreign subscriptions to Italian internal loans 
yielded, down to the end of 1919, in the neighborhood of a billion 
lire paper, or about 750 million lire, gold (much of the yield 
having been received while the lire was still pegged). 

The purchase and sale of securities is calculated by Borgatta 
to have represented, for the five years, 1915-1919, a net yield to 
Italy of about a billion paper lire, or some 700 million gold lire. 
There was believed to be a substantial prospect of expansion of 
Italian industrial output and commercial activity in the last 
year of the period under review; and probably a good deal of 
foreign money - perhaps more than Italian economists allow 
for - went into the country's business in that year. 

There was considerable contraction of private indebtedness 
abroad and, what amounted to the same thing, expansion of 
Italian bank deposits opened by foreigners - although not yet 
on the scale that marked the growth of these items in 1920, and 
again in the years after the slump of 1921. Unfortunately, the 
systematio collection of data regarding these banking transac
tions did not begin until after 1920. Borgatta, however, esti
mates that down to the end of 1919, as much as 1.5 biIlionpaper 

.1 Approximately 187 million gold lire more were obtained from 
Great Britain and the Umted States in the year 1920; see p. 
299. 
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lire, or 1.1 billions, gold, had been derived from this source. 
Fmally, there was some exportation of currency in these years, 
at least in 1919. Borgatta has placed tlus figure as in excess of 
13 billion paper me, or about 850 millions in gold. 

If we add up these various estimates of borrowing operations 
and capital transactions we get a total of 22.6 billion gold lire. 
Since the aggregate deficit to be covered by borrowing operations 
was approximately 23 billion gold rne, these figures do not 
appear seriously in error. This is perhaps not surprismg in view 
of the fact that the definitely known figure of 19.2 billion gold 
rne for the government loans from foreign governments makes 
up the bulk of the total. A gap does eXIst, it is true; but it may 
be due to the approximate nature of the estimates Othel'W1lle, 
it would mwcate an increase, if anything, m the floating in
debtedness. 

For convemence, we now present a summary statement of the 
international income and outgo accounts for the war penod 
and also of the borrowing transactIOns. The estimates are given 
in terms both of gold and paper. 

SUMMARY OF INTERNATIONAL OuTGo AND INCOME, 1915-1919 

Outgo: 

MUlwnIJ 0/ 
gold 1m) 

Excess of commowty imports 27,500 
Interest and wVldend payments 550 
CoIOlOlSSIOns 350 

Total 

Income: 
Remittances from ItalIans 

abroad ....• 
TourISts' expenwtures . . 
ShIpPlOg and related earnmgs 
MISOellaneoUS 

Total 

Deficit. 

3,200 
500 

1,500 
50 

28,400 

5,250 

23,150 

MUlWnIJ 0/ 
paper l,re 

40,000 
870 
400 

4,900 
800 

2,700 
100 

41,270 

8,500 

32,770 
===-
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SOMlIARY OF BORROWING OPERATIONS, 1915--1919 
(In mlllions of lire) 

Lo&ll8 from foreign governments 
Other government loans 
Sale of secUrities . 
Private borrowmgs 
Sale of ~urrency 

Total 

Gold Paper 
19,200 25,600 

750 1,000 
700 1,000 

1,100 1,500 
850 1,300 

22,600 30,400 

It may be noted that the gold figures showing the amount of 
the deficit and the amount of the receipts from borrowing opera
tions are much closer together than the corresponding paper 
figures. This discrepancy emphasises the approximate character 
of the estimates, which involve in many cases incomplete data 
and in all cases conversions from paper to gold at varying rates 
of exchange. Nevertheless the figures for borrowing operations 
furnish a genuine check upon the estimates of the trade and 
service accounts; and the surprising thing is that the figures 
come as close together as they do. 

The effect of the war upon Italy's international economic 
position is best revealed by the extent to which her foreign 
indebtedness has increased. The Italian government appears to 
have borrowed from foreign governments and private sources 
down to the end of 1919 approximately 20 billion gold lire, and 
private borrowings and sales of securities and currency aggre
gated at least two and a half billion gold lire more. 

IV. Tm: INTERNATIONAL ACCOUNTS: 1920-1925 

The period beginning with the winter of 1919-20 and closing 
in the winter of 1925-26 represented for Italy a most unusual 
cyCle of economic changes. At tha beginning of 1920, the coun
try was near the peak of an extreme inflationary boom; in the 
winter of 1925-26, there was again a period of very great activ
ity, hardly, however, to be characterized as a boom. In the 
intervening years, there had come about a rapid fall, a long 
period of stagnation attended by serious economic, social. and 
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pohtical disorders; then there had followed several years of rela
tive stability giving way to another period charactenzed by 
currency dIfficulties. There follow the import and export 
figures as officially reported for the years 1920 through 1925. 

YEAR 

1920 . 
1921 
1922 
1923 
1924 
1925 

TRADE BALA.!'1CE, 1920-1925-
(In millions of paper lIre) 

IMPORTS EXPORTB 

26,822 11,774 
17,227 8,275 
15,765 9,302 
17,189 11,086 
19,388 14,318 
26,147 18,275 

nll:ncrr 

15,047 
8,952 
6,463 
6,103 
5,070 
7,882 

- Documenn sulla condtzwne jinanzwTUl ed ecunomu:a delZ'ltaZUl; 
Annuarw statts/teo ttaluJ1w, 1919-1921, supplement to 1924; and for 
1925, officmJ. dispatches. 

Inasmuch as the specie figures, being in gold lire, are not 
comparable with the figures for imports and exports which are 
expressed in paper currency, it is necessary to show the former 
separately as was the case with the war years. 

1920 . 
1921 • 
1922 . 
1923 . 
1924 • 
1925 • 

BULLION AND SPECIE TBANSACI'lONS· 

(In millions of lIre) 

YEAR IMPORTS EXPOBT8 

18.5 049 
113 21 
420 43 
275 38 
232 20 
80.7 10 

- lind. 

A. 1920 

NIt'l' n ... ,crr 

-1803 
- 9.1 
-376 
-237 
-21.2 
-79.7 

1. Items of Outgo. The excess of imports over exports in the 
boom year 1920 was enormous, as the table just shown indi-
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cates. Nearly all writers dealing with the topic feel. certain 
that a liberal slice should be taken off the figure of 15,047 million 
shown as the excess; Borgatta inclines to an estimate of 13 
billion paper lire, say, 3,200 million gold lire. Although our 
table on page 38 uses the average annual gold equivalent of the 
officially recorded excess, we shall conservatively adopt, for the 
present purpose, the round figures of 13,000 millions, paper or 
3,200 millions, gold. 

Payments for interest, profits, and dividends are estimated 
by Borgatta as between 100 and 200 million paper lire in excess 
of any international income of like character. To this, he adds 
an interest figure of some 40 or 50 million lire for debts of Italian 
banks and individuals to foreign banks. The last figure we con
sider rather a small allowance. We concluded in the preceding 
section that the private indebtedness abroad (including in this 
category foreign balances in Italian banks exclusive of savings 
bank deposits in Italy belonging to Italians resident abroad), 
had risen at the beginning of 1920 to something over one billion 
gold lire. Interest, renewal commissions, and dividends on this 
sum must have been fully 60 million gold lire in 1920 - much 
nearer to 300 million lire paper than to the 50 millions just 
mentioned. 

For the Treasury's operations abroad, and foreign expenditures 
of the navy and like services, various disbursements were nec
essary. The latter group of payments amounted to 500 million 
lire, and some 35 million of lire were sent abroad by the Treasury 
in payment on pre-war public debt coupons. It will be not 
unreasonable to set down 450 millions paper, say, 135 millions, 
gold, as the debit for this item. 

Commercial commissions, conservatively estimated as repre
senting outgo to the extent of one-half of one per cent of Italy's 
total foreign trade, would give us a result of perhaps 200 
million paper lire or 50 million.,\ gold. -

2. Items o/Inc0m8. For shipping earnings, Borgatta com
putes earnings of only about 500 million lire,-()n the basis of a 
careful comparison of the volume of freight and the Dumber of 
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passengers carried by ships of ItalIan and foreign registry, and 
their average rates. The method used in the computation of 
the table whICh appears on page 274 gives a much larger figure, 
- some 2,000 millIon paper lire. Such a result was inevitable 
in VIew of the passmg under the Italian flag of a large portion 
of the Austro-Hungarian merchant marine in the course of the 
year. But since only a small part of tlus shipping could have 
been used throughout the year, it cannot be assumed that ship
ping earnings were augmented in the same proportion as the 
tonnage. We feel inclined to take 750 million paper lire as a 
figure likely to be the outside limit of the net earnings of Italian 
shipping in 1920. As the average value of the gold lira, in 
terms of paper, in 1920 was 4.07, 180 million gold lire would 
be a fair approximation to the equivalent of the sum 
indicated. 

The remittances from abroad rose to their peak in 1920. 
Jannaccone's laboriously compiled figures give a total of 4,250 
million lire for the year as the net credit on this item, and in this 
estimate Borgatta .and others concur. A considerable lower 
estimate was reached after exhaustive study in the winter of 
1923-24 by C. Arena,so who felt certain that the remittances in 
1920 could not have exceeded 3,000 mIllions net. Jannaccone's 
estimates are, however, based upon official material of the sort 
to whIch Strmgher had had access in prosecuting his pre-war 
researches. Probably 4,000 million lire, paper, would be a figure 
farrly close to the facts, and its gold equivalent somewhere 
between 950 and 1,000 million lire. 

The expenditures of tourists and sojourners revived rapidly 
in 1920 as a source of net income for Italy. From three to four 
hundred thousand foreigners passed through Italy and their 
expenditures amounted to some 2,500 millions. The expenditures 
of Italians abroad were not far from two-fifths of this sum; and 
Borgatta arrives at 1,500 mIllions, paper, as the net income here, 
say from 350 to 375 mIllion gold lIre. 

10 II!s study is summarized m the Econmnic Review, London, 
February 15, 1924, pp. 147-9. 
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We may now summarize the S<H:alled current items. The 
commodity and specie items result in an outgo of 13 billion lire 
paper, or 3.2 billions, gold. The government remittances and 
payments also result in net outgo, amounting to 0.55 billions 
paper (0.135 billions gold), and payments on account of interest, 
profits, dividends, and miscellaneous commissions, another net 
outgo of Q.7 billions paper (0.16 billions gold): which gives a 
total outgo of 14.25 billion paper lire, or 3.5 billion gold lire. 
For net income items, we have: shipping earnings, 750 million 
paper lire, or 180 million gold lire; remittances, 4,000 millions 
paper, or 975 millions, gold; tourists 1,500 millions, paper, or 375 
millions, gold - in all 6,250 million paper lire, or 1,530 millions 
gold lire. A deficit, then, of roughly 8 billion paper lire, or about 
1,970 million gold lire, had to be covered in order to balance the 
international accounts. 

3. Borrcnoing Operatiom. The capital transactions were 
large. From foreign governments were derived the proceeds 
of about 187 million gold JireU - about 1,050 million paper lire; 
from abroad came foreign currencies tendered in subscription to 
the great domestic consolidation loan of 1920 - Italy's sixth 
national loan issued since 1915 - to an amount of 1.7 billion 
paper lire; while other credit operations of the government 
brought in foreign money aggregating an additional 550 to 650 
million paper lire. 

Professor Borgatta calculated that the receipts from the sales 
of Italian securities, business properties, real estate, currency. 
and other capital resources amounted to 2.5 billion paper lire. 
Offsetting this sum, he estimates the expenditures of Italians, 
for the acquisition of similar assets abroad to have been some 
300 million lire. We accept the figure of 2.5 billions as the 
income from capit.aJ transactions; but we are inclined to believe 
that the estimate of 300 millions is too low. Professor Borgatta 
gives the precise figure of 100 million paper lire as the outlays 
of Italians in purchasing foreign securities, basing his estimate 

II The purchasing power of which, in terms of gold lire of 1913, 
was eqUIvalent to but 87 million hre, Borgatta points out. 
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on tax and banking records. In all probablhty, however. there 
were conslderable acquisltlOns of foreign securltles which /lever 
left a trace in elther place. At the same time there was no 
small volwne of Italian money finding its way into the purchase 
of Central European securities and properties." We are in
clined to think, therefore, that at least 600 million lire should 
be set down for the outgo, giving a net balance of 1.9 billions 
paper lire, amounting to some 450 to 475 millions in terms of 
gold. 

The indebtedness of individuals to foreigners appears to have 
increased greatly. Borgatta states that the lira balances of 
foreigners in Italian banks rose above 1,700 million lire by the 
end of 1920. Italian banks are known to have secured fairly 
large credits abroad in this year of superficial promise; and the 
close relations of Italian banking and industry in the post-war 
period undoubtedly stimulated this operation in the boom year 
1920. Some - perhaps much - of the speculative activity 
indulged in by Italians in Central Europe to which we have 
referred above - wa3 carried on with borrowed money. After 
reviewing the development of 1920, we cannot escape the belief 
that some 2,500 to 3,000 million paper lire of new private indebt
edness was created in a wide variety of forms. 

We present in tabular form the results of the preceding dis
cussion. 

SUMMARY oJ' INTERNATIONAL INCOME AND OuTGO, 1920 

MUlwn& 0/ Millwn& 0/ 

Outgo: 
gold llre paper 11re 

Excess of commodity imports 3,200 
Interest, profits, wVldends, and 

COlIllIUBSlons • 300 

Total 3,500 

13,000 

1,250 

14,250 

at For example, the records of SchOneberg-Berlm real estate sales 
to foreigners durmg the period of the market declme mwcate that 
Itahans were substantmI purchasers. See Moulton and McGwre. 
Germany's Capac'llll to Pay, 1923, pp. 300-302. 
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Income: 
Remittances from Itahans abroad 975 
TourISts' expenditures .. 375 
Shippmg and related earnings 180 

Total 1,530 

Defioit • 1,970 
= 

4,000 
1,500 

750 

StJUMABY OP BORROWING OPERATIONS, 1920 
(In milliOns of lire) 

Gold 
197 
565 
475 
660 

Loans from foreign governments • 
Other government borrowmg abroad 
Sale of securities . . . • 
Private short-tellD borrowmg 

6,250 

8,000 
= 

Po7WS 
1,050 
2,300 
1,900 
2,700 

Total 1,897 7,950 

The borrowing operations, then, covered the deficit in the 
inoome and outgo accounts in such fashion that Italy's gross 
liabilities, when the year 1920 closed, were some 1,900 million 
gold lire greater than they had been a year earlier, that is, they 
aggregated approximately 3 6 billion gold lire of private indebt
edness of all descriptions, and close upon 21 billions, gold, of 
government indebtedness of all descriptions.sa 

B. 1921 

1. Items oJ Outgo. The excess of imports over exports 
declined in 1921 to some 8 or 8.5 billion lire, paper, roughly 
equivalent to 1.9 billion gold lire." 

Interest on public debt securities was reported by Professor 
Jannaccone as 87 million lire.1S The interest here in question, 

II Without taking into a('count any of the interest on the debts 
to Great Brltam and the United States, which was not being paid 
in those years. 

It The trade figures for the year 1921 are open to more chal1enge 
than usual owing to the change in the method of estlm&tion which 
took effect July 31, 1921' see p. 496 . 

.. Under the title S-;JJi della lnla1lCl4 dei debiti II dei erediti IrtJ 
,'[Ialw 1I"eslero, the Jannaccone study on the international income 
and outgo for1921 and 1922 appears in the Document, r.J1a condi./to
fill jintJnziaria ed economiCtJ deU'ltolia, issued by the Mmister of 
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it should be borne in mind, relates to registered holdings of the 
pre-war public debt of Italy scattered in foreign countnes; it 
does not include either the interest on the obligations to foreign 
government treasuries or on the short-term obligations accumu
lated during and after the war. 

Another outgo item reported by Jannaccone and accepted by 
Borgatta is that of 135 million paper lire for the expenditures 
abroad in 1921 of the Railroad Administration. This may be 
accepted as exact. 

A third item appears among Italian estimates of these minor 
outgo figures, namely, 157 million paper lire as interest on bank 
indebtedness. The figure hardly seems large enough. It will 
be recalled that we calculated the aggregate of private borrowing 
abroad at the close of 1920 to be at least 3.6 billion gold lire. 
Assuming that the moderate rate of return, interest or profits, 
on this amount was a moderate 5 per cent, the outgo would be 
ISO million gold lire. In terms of paper - at 4.55, the annual 
average rate of exchange prevailmg in 1920 - the equivalent 
would be approximately 800 million lire. To this may be added 
a certain amount for commercial commissions, using the basis of 
computation previously employed, namely one-half of one pcr 
cent of the value of the total foreign trade for the year, which 
will give a figure of 28 million gold lire, or 125 million paper lire. 

In summary, therefore, for outgo on account of profits, divi
dends, interest, and commissions, we have a total of approxi
mately 900 million paper lire, or about 200 million gold lire; 
the interest on the public debt amounted to 87 million and out
lays by the Railroad Administration to 135 million. These fig
ures aggregate about 1,100 million paper Uore, or roughly 
240 million gold lire. For conservatism, we may take the 
round number of one billion paper, or about 220 millions gold. 
Since the government undoubtedly spent something for accom
modation from foreign bankers and since other agencies than 

Finance in December, 1923 It was analvzed by Mortara m 
Rwista bancana of February 20, 1924, p. 73 ff • compare League of 
Nations Memorandum on Balance of Paymenl8, Geneva, 1924, Vol. IL 
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the Railroad Administration incurred considerable expenses in 
these years which are not covered in the commodity or other 
records, it is surely conservative to adopt the two figures just 
given as the paper and gold aggregates for this entire category. 
The total trade and service outgo, therefore, amounts to 9.5 
billion paper lire or 2,120 millions gold. 

2. Ite1M oj Income. The tourist traffic did not show any 
material increase, in 1921, owing to sluggish conditions in the 
countries furnishing the bulk of Italy's visitors. Yet the advan
tages of traveling in a country of depreciated currency tended 
to attract or to hold those to whom such considerations are 
important. The estimate of Professor Jannaccone, which ap
peared in a computation.that has been incorporated in several 
subsequent official publications, was 2,000 million paper lire net. 
Mortara and Borgatta accept the figure, and we adopt it here, 
placing the approximate equivalent in gold at 440 millions. 

The remittances from Italians employed abroad were calcu
lated by Jannaccone in his original study at 4,500 million paper 
lire, but he is reported by Borgatta to have reduced this estimate 
to 3,370 millions in the recalculations made in connection with 
the official memorandum mentioned in note 17 of this Appendix. 
It is not clear just which figure Borgatta thought to be the more 
nearly correct; but Mortara rejected 4,500 millions in his article 
in the Rivista bancaria and set 2,500 millions as the upper limit, 
although in a subsequent private memorandum he admitted the 
possibility of something in excess of 3,000 millions. In point of 
fact, few years present so many difficulties in this connection. 
The slump in business, particularly in trans-Atlantic countries, 
forced many thousands to return to Italy. On the other hand, 
these repatriated Italians brought with them funds which tem
porarily increased the international income. We deem 3,000 
million paper lire, say 660 million gold lire, as a conservative 
figure to take for remittances from Italians abroad in 1921. 

With regard to the earnings of the merchant marine, Jannac
cone calculated a net outgo of 336 million paper lire on passenger 
traffic, and a net income of 950 millions on freight traffic, or a 
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total net income of about 600 millions in paper. As this accords 
fairly well WIth the result shown in the table on page 274, we 
incline to use it here, with an approximate gold equivalent of 
135 millions. 

3. Borrowing Operati0n8. It is particularly Wfficult to arrive 
at satisfactory results in trying to calculate the magnitude of 
borrowing operations in the year 1921. It was a period of 
drastic curtaIlment and a writing off of losses in creditor as well 
as debtor countries The state of Italian business was one of 
extreme stagnation and this would have been reflected much 
more strikingly in the import records but for the fact that 
imports tended to expand by reason of bargain conditions, both 
as to credit and price, which foreign manufacturers offered in 
their incontinent haste to dump surplus stocks into Italy before 
the new protective tariff law should take effect. 

In the first place, there was no appreciable amount of foreign 
public borrowing, only about 500 million paper lIre, or 110 mil
lions, gold, being derived from the sale of public securities. The 
known sale of private securities and similar alienations of capital 
assets brought in roughly 300 million paper lire, or 65 million 
gold lire. It does not seem possible to estimate the aggregate 
of private unfunded borrowing as any less than 3 billion paper 
lire, that is to say, about 700 millions, gold, for in no other way 
does it appear that the deficit would have been covered. Jan
naccone estimated the new indebtedness incurred in 1921 as 
about one bIllion lire, paper. Perhaps this was not intended to 
take account of renewals; and it may well be the case that the 
volume of extensions and consolidations of commercial indebt
edness quite considerably exceeded the new unfunded borrowings 
on commercial account. 

With regard to the sale of currency, estimates are more con
jectural than usual because of the sudden and unreasoning 
flight, first in one direction and then another, from the collapsing 
currencies of Eastern and Central Europe. 

Finally, a word is needed with regard to the reparation 
receipts. Professor Jannaccone includes 110 million paper lire 
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to cover this account. But the inclusion of reparation receipts 
is of interest only in connection with computations of the amount 
which Italy would have had to expend if these receipts had not 
come in; there is no proper place in any statement of inter
national income and outgo for indemnity proceeds of this 
character." 

The tWQ adjoining tables present in summary form the results 
for the year 1921. 

SUMMAllY OJ' INTERNATIONAL lNCOMID AND OuTGo, 1921 
Mallwm oj Mallwm of 

Outgo: 
gold llTII papef' 'VII 

Excess of commodity. imports 1,900 8,500 
Interest, profits, wVldends, com-

mlSSlons, and mIScellaneous 220 1,000 

Total 
Income: 

Remittances from Italians abroad 660 
TourISts' expenditures .. 440 
Shipping and related earnings 135 

Total 

Deficit. 

2,120 

1,235 

885 

3,000 
2,000 

600 

SUMMAllY OJ' BORROWING OPERATIONS, 1921 
(In nullions of hre) 

Government borrowing abroad 
Sale of securities . . . . . . 
Private short-term borrowing abroad 

Gold 
110 
65 

70Q 

9,500 

5,600 

3,900 
= 

Papef' 
500 
300 

3,000 

Total • • • • • • • 875 3,800 

In summary, therefore, Italy's position at the end of 1921 may 
be described as that of a debtor to foreign governments to the 
extent of 21 billion gold lire, and a debtor on other account than 
that of the state (that is to say through the issue of securities 
and the disposal of capital assets) to the extent of approximately 
4.5 billion gold lire. 

-See p. 312. 
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C. 1922 

Towards the end of 1922, the period of pronounced depression 
gave way to one of relative stability, tending towards a slight 
expansion. In a sense, this period was one of both consolidation 
and reconstruction. The foundation for it was laid in the early 
months of 1922, but as much as a full year had to pass before 
the transition to a new tendency was generally conceded by even 
well-informed observers. As we shall point out later, the period 
extends over the years 1923 and 1924 and in many ways is best 
treated as a whole. Some of the material, however, is available 
for the successive years, and accordingly, provisional statements 
of the international income and outgo accounts are submitted 
for each of the years mentioned.87 

The statistical data needed in a discussion of this 80rt are 
never as complete as one would desire, but they become much 
less satisfactory according as one comes down into more nearly 
contemporary years. For they comprise many items that, in 
the nature of the case, cannot be measured until a considerable 
time has elapsed. Yet one ought to mention here one advantage 
to be derived from the study of the more recent years, namely, 

17 The principal source for the years 1922-24 is the adnurab1e 
memorandum by Professor Gmo Borgatta, to whICh allUSion was 
made m note 17 on page Z'/7. UnpUblished sturues of Professors 
Jannaccone and Mortara have been availed of, as well as the la~ 
ter's article mentioned in note 35 on page 302. Estunates for 1922 
were made by Jannaccone m the Documenli Cited m note 35, 
and for 1923 m a source Cited by Borgatta under the title, La 
bUancia de!. delnti II credtti tra Z'Ital14 II Z'estero nel 1923 For 1924, 
there are estunates of Mortara and Borgatta, available only m the 
form of unpublished officmI memoranda The dISCUSSIOn of Pro
fessor Borgatta 18 valuable and we have felt JustIfied ill acceptmg 
most of h1S conclusions. Most of the estImates for maJor ltelnB 
submitted by Jannaccone (and concurred ill by Borgatta) appear 
to be beyond challenge, and form the bas18 for the figures used here; 
but we depart m a few instances from these calculations, not 80 
much because of superIOr sources of materl&l - obVIOusly scholars 
With officmI channels at thell' command must have more data than 
foreigners could hope to secure - as beeause of our Inability to 
account in any other way for the symptoms of lowered econoIWc 
reSlBtance mdisputably dlScerruble m Italy's conrutlOn ever smce 
the war, includmg the years 1923-1926. 
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the fact that the recollection of the course of developments as 
well as of the changes in prevailing impressions as to such devel
opments is likely to be a good deal fresher than can possibly 
be the case after some years have elapsed. All that it is safe or 
reasonable to attempt, in a word, is the approximate estimation 
of aggregate income or outgo, depending, in the main, upon those 
particular _transactions, or categories of transactions, concerning 
which we have more or less precise information. Errors in the 
minor items to Bome extent offset each other. 

1. Items oj Outgo. For a few years beginning with 1922, 
there was 8 steady decline in the excess of imports over exports. 
Publio borrowing abroad ceased for several years. These two 
facts together exerted 8 marked influence upon Italy's inter
national accounts, apparently putting an end to the perennial 
deficit, if only for 8 year or two. According to the table on 
page 38, the excess of imports over exports amounted in 1922 to 
6,463 million lire, paper. It is believed that this excess should 
be reduced so as to take care of unreported or not fully reported 
items among the exports. It would be conservative, therefore, 
to estimate the excess of imports as 6 billion paper lire, or 
approximately 1,450 million gold lire.1I Further reduction would 
hardly be admissible since, in all fairness, allowance ought to be 
made for Italy's exports to her colonies quite outweighing her 
imports therefrom. 

The outgo for payments on account of interest, dividends, 
profits,' and various commissions will require a brief digression 
with regard to the capital operations. There seems to be 
ground for adopting a larger estimate of the amount of foreign 
capital invested in Italian industry than has been put forward 
by any of the Italian economists writing on this subject. This 
is not unnatural because it is sometimes difficult for those in a 
given country to get a good perspective of the aggregate amoun~ • 
of foreign capital being invested therein even though they have 
some notion of the direction of investment. Italians were 

II The annual average value of the gold lira in terms of paper lire 
for 1922 was 4.0918. 
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rather surprised to discover the breadth and depth of pre-war 
German investments in Italy, as they dId in some measure in 
1915-1918. They look around and see the hum and expansion 
of industry, and wlule they allow for thIB or that foreign invest
ment which happens to have been perhaps spectacular in its 
form of placement, they are perhaps less likely to hear of the 
scarcely perceptible infiltration of foreIgn money into their indus
tries than, say. the foreigner who has frequent contact with 
other foreigners concerned with Italy. Naturally, foreign inter
ests acquiring footholds in this or that Italian industry are not 
seeking any more attention than they have to receive. There 
are obvious reasons for thIS - the danger of stirring up nation
alistic reactions against foreign capital, the poSSIbility of adverse 
fiscal policies, and the like. But capital inexorably seeks the 
largest returns compatible with security, and the establishment 
in Italy of an authOritative government with a positive program 
of equitable protection for productively employed capital has 
not failed, since 1922-1923. to draw funds to Italy from other 
countries where labor costs were substantially higher than in 
Italy. The magnitude of these investments is c:Wficult to deter
mine, since they have taken qwte dIverse forms, many, no doubt, 
having grown out of the transformation of unfunded commercial 
debts, others from the employment of lua bank balances, and 
still others developing as mere equities resting upon foreign bank 
credits accorded to Italians for speculative operations at home, 
in Central Europe. or elsewhere. What concerns us here is 
the fact that the charges on account of this foreign credit has 
steadlly exceeded the earnings of Italy under the same heading. 

Payments of Treasury interest abroad amounted according to 
Jannaccone to about 115 millIOn paper lire. The government 
departments (railroad, postal, naval, and others) had foreign 

• settlements to make, totaling 135 millions. 
The excess of outgo over Income under the heading of profits 

and dividends cannot, in our opinion, have been less than from 
ISO to 200 million paper lire in 1922; the interest payments on 
the accumulated short-term private indebtedness to foreigners 
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can hardly have been less than in 1921, as we estimated it, for 
in place of the older debt which was repaid or carried along, new 
borrowings were being effected in much the same volume. If 
this Were the case, the interest outgo probably amounted to 450 
million paper lire.1I 

We feel certain that the outgo for commercial commissions 
and other service charges connected with the commodity mov~ 
ment has steadily exceeded the income from this source; but, 
in view of the growing importance of Italian commercial, bank
ing, and shipping organization abroad, we are disposed to reduce 
from roughly on~haH of one per cent to a quarter of one per 
cent of the total trade, the estimate of the outgo under this 
heading - which thus amounts to 60 million paper lire, or 15 
millions, gold, for 1922. 

Aggregating the items in this category for 1922, we have a 
net outgo of from 900 to 950 million paper lire, roughly equiva
lent to 225 million lire, gold. The total net outgo therefore 
would appear to have amounted to 6,925 milliOil paper lire, that 
is to say, 1,675 million gold lire. 

2. Items o/Inc0m8. For the remittances of Italians resident 
abroad, Professor Jannaccone's earlier estimate for 1922 was 
3,400 million paper lire. This estimate was subsequently reduced 
to 3,000 as the net figure. Other students of this foremost 
source of Italy's international income submitted calculations 
ranging from 2,035 million lire to 3,600 million for 1922." We 

II Jannaccone estimated only 150 million paper lire for the item 
of interest on fOreJgil capital and bank indebtedn-. A careful 
study of the extent of Italian mvestments in fOreIgn pubhc and 
pnvate securitIes 80 far as taxation records disclose them, from 
1909-10 to 1922-23, 18 given m an article In the Bollethno d, atati
It.ca. "AlCUDl inwci della entItil. e della onentallme del capltale 
italiano investito in titoli e valori esteri ••• 1909-10 a 1922-23." 
Recorded holdings of French securitIes rose from 8 to 280 millions, 
Belgian from 2 to 9 lDlllions, Hungarian from 41 to 53 millions, 
1l.umanian from 6,000 to 15 millions; while Russian holdings fell 
ffOm 88 to 24 lDlllions, Austrians from 52 to 35 millions, Turkish 
from 34 to 5 millions, Egyptian from 6 to 3 lDlllions. .,,0 Professor Nlcefero, of Naples, 2,539 lDlllions, EtxmmtIiI: World, 
New York, November 24, 1923, p. 735; Professor Arena, 2,035 millions, 
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think that even 3,000 million lire is an outside figure for this year 
in view of the fact that not so many Italians returned to Italy 
as in former years and that the size of the remittance was stead
ily tending to become smaller. Only the depreciation of the 
currency conceals the actual shrinkage in these remittances that 
is proportionate to the new connections which those of Italian 
bIrth or descent tend more and more to form in the countries in 
which they or their forebears have settled. We deem it justlfied 
to take 2,500 millIon paper lire as the net creditfor.1922, roughly 
615 million gold !Ire. 

The number of foreign visitors was not particularly striking 
in 1922. Professor Jannaccone calculated 2,500 million lire as 
the net income for 1922, and this figure seems more acceptable 
than higher and lower alternatives suggested by others.G 

For the earrungs of the merchant marine, in 1922, Jannaccone 
reached an estimate of earnings on freight and passenger traffic 
of 9,640 million paper, but from this was deducted a round sum 
of 200 million to cover the expenditure of the merchant marine 
in foreign ports, leaVIng the net earnings for the category about 
450 million. According to the method used in preparing the 
table shown on p. 274 the net earnings for 1922 would have been 
785 million. We feel inclined to accept substantially the figures 
of Jannaccone, modllymg them so as to leave the net earnings 

Economu: Retnew, London, February IS, 1924 p. 147· Avv. Maz
zuchelli, of the Crewto ItalIano, 3,600 millions, du:CU88~ in Economul 
London, January 5, 1924, p 19, Professor Mortara, 2,500 to 1,900 
millions, RWUlta bancana, February 20, 1924, p. 86-8 (but subse
quently, m unpublished memoranda, concedIng the poBBlbility that 
the maximum may have exceeded 3000 millions) • 

.. Professor Nweforo placed the ~t at 2,000 million for 1922 
whIle Mortara uses upper and lower limits 88 far apart 88 1,600 and 
2,600 million lire Dr. M Avancmi m his study, Emuo, II BVOlgtmento 
del traffico turutu:o in ltalw, Rome, 1925, BUbIrutted the followmg 
data, based on officmI records m the mam: for 1922, total number 
of tourists 604,000; average length of stay: 20 days; average aggre
gate daIly expenditure, 17.5 lire. But this (loes not take into account 
the 20,000 to 40,000 persons classlfied 88 relatively permanent 
sojourners - students and others - 88 estimated by Mortara. 
AvanclW's estimate of total expenwture of 2,100 million lire for 1922 
may well be advanced to the figure adopted in the text for this Item. 
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at about 500 million paper, having a gold equivalent of approxi
mately 120 million. It was not a brilliant year for the merchant 
marine of any flag. 

Finally, we have a miscellaneous income item of varied com. 
position. A surplus of postal money order receipts over anI! 
above emigrants' remittances was set down by Jannaccone as 
amounting to 275 million paper lire. Next comes the net income 
from remittances to the Holy See and the various missionary 
establishments of the Catholic Church, regarding which precise 
information is not at hand. Inasmuch as the major portion of 
remittances on account of administration of the Catholic Church 
takes the form of banking transactions wherein transfer of inter. 
national balances are often times not effected through Italy at 
all, it does not seem prudent to allow any large margin for this 
item except in special circumstances such as attend the observ
ance of Jubilee Years, as, for example, 1925. If we allow 50 
million lire for each of the three years beginning with 1922 as 
the aggregate net income for the Holy See, the Society for the 
Propagation of the Faith,.' and other Catholic Church entities, 
we shall have made ample provision for the net contribution 
to Italy's international income under this heading. If we adopt 
400 million paper lire as the total for this category in 1922 we 
shall have covered not only the items mentioned by others 
which may have escaped attention;" and of this sum the gold 
equivalent would amount to about 98 million lire. 

tI This great missionary society for many years had its head
quarters a.t Lyons, but moved to Rome several years ago. Its 
receipts from a.broad and Its disbursements in the 1D19S10n field 
practically balo.nre. The same is true of the majority of eccle81&S
tiCal establishments other than teaching institutlona. 

.. Here IDlght belong, for example, such of the receipts from for-, 
eign countries by way of payments of military allowances and pen-
810ns as have not been fully discounted m determining the net debit 
of Italy On dISbursements of Government admmlStrations. Bor
gatta has re~arly allowed for the receipts from the Uruted States 
Government s disbursement m Italy of funds under the proVISIOns 
of the War RISk Insurance Act of October 6, 1917, as amended; 
and his allowo.nce fits m With the figures reported below. But there 
may be other unreported receipts of like character. 

As of interest, we mclude the followmg statement kindly furnished, 
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The income items, therefore, roughly amount to 5,900 million 
lire, paper, or approximately 1,435 lire, gold. 

3. Borrowing Operatwns. In 1922, there were sales of 
new government securities estimated by Jannaccone to have 
yielded 460 million lire as against repayment of debt amounting 
to 413 million paper lire. The difference, therefore, of 47 mil
lion lire is to be set down as the almost negligible item of govern
ment borrowing for the year. 

So far as prIvate borrowing is concerned in 1922, Professor 
Jannaccone has submitted no estimate whatever, but on the 
contrary proposes an item of 87 million paper lire by way of 
repayment of private indebtedness or new investment made 
abroad on private accounts. But if there is nothing radically 
wrong with the estimates for current income and outgo at which 
we have arrived, the aggregate borrowing on private account 
in one form or another must have approximated a billion lire 
for the year under dlScussion. What portion of this amount 
should be allocated for the sales of currency or property it is 
next to useless to conjecture, and the writer is of the opinion 
that the major portIOn must have been derived from short-term 
borrowing on private account. 

At this point a word must be said as to the inclusion, in com
putation of capitaitransactionsfortheyears 1922-1924, of receipts 
by Italy under the Treaties of Peace. Accordmg to Borgatta, 
Italy'S receipts under the Treaty of Versailles and its subsidiary 
instruments, down to the end of 1924, amounted to 600 rrullion 
gold lire - nearly all in the form of goods. The few cash trans
actions were bookkeeping transfers. The point is made by Bor
gatta that there is no basis for including these payments of Ger
many in a statement of international outgo and income except 
with a view to show to what extent the neceasity was obVIated 
of incurring liabilities for goods such as coal, and other German 
under authorization of the Director of the Veterans' Bureau at 
Washmgton, by the Chief of its Aurut Section. From August, 1918, 
through July, 1925, some 598,000 checks were sent to Italy, totaImg 
m value $20,045,17360. ,The average total of remittances ill the 
years 1922-1924 was Just under $2,100,000. 
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deliveries essential to the maintenance of industry. This obser
vation is sound, but in the light of the not inconsiderable waste 
of coal and other German deliveries under the Treaty of Ver
sailles, in various countries, one wonders whether Italy would 
not simply have managed to do with much less coal, if she had 
not received it from Germany. At this point we think it of 
interest to insert a table which has been reproduced in the 
British Department of Overseas Trade Report on Italy for 1925, 
page 106. 

PRINCIPAL ARTICLES IMPORTED INTO ITALY ON REPARATION 

ACCOUNT Dt1RING THE YEARS 1923, 1924, AND 1925* 

Coal. , 
Coal tar 0 

T ... o .... 0 0 0 

Sulpb .. te of .. mmom .. 
Wood (common) • • 

motri:! tons 

Wood (prope) 0 0 

N.trate of 8o,bum (r .. w) 0 • 

.. .. 
N.trate of ammoma (Impure) 

~~~~08"::o::: qW!'.tala 

Dumber 
qW~tals 

Eloetn. bulbs 0 0 0 0 

Dy .. (synthotlO) • 0 

Pb ... m .... utlcal cbemlO .. la 
OI'1l .. m. oboln10"J,sroduets 
~~~'t1':: =i:::"or:~ue~ 
Art •• I .. made of wood 0 

LlDoleum 
GI ...... 0 • 0 

IDSulatore for eieotnOlty 
Aeroplanee , • • 0 

Tuga. 0 0 0 

Looomotl .... and tendere 
Axles 0 0 0 0 

SboU. for artillery 0 0 

Expl08.v.. 0 0 

SClentlfio Instruments. . 
MaohlDery and apparatus 
Goods mad. of Iron and steel 
Volvet 
Ho .... 
Cattle 
Sheep 

Jul?,&". 

qw!';taIa .. .. 
number 

• BJ'OII8 toDllBge 
QU1~.ta1a 

.. .. 

1923 

1,479.736 
15,363 
6,118 
3.888 

79.917 
10.069 

47,876 
26.689 

1,162.034 
13.227 

468 
1,454 
1,789 
2.926 
1.228 

318 
271 
342 

16 
6 

1.794 

'''it3 

323 
1.873 
3.983 

118 
4.426 

13.184 
7,208 

QUANTITJIIII 

19240 

3,6OS,710 
2.093 
2.793 

14.884 
2,952 

1.461 
1,431 

32.041 
5,838 

9.523 
168 
518 
717 
494 

9 

6 
347 

't.906 
1.434 

60 
3.215 

30S 
828 

1.030 
11.634 

1925 

1.722.804 
1.430 
1.635 

19.096 

10.379 
160 
40S 
645 
888 

3,255 

00 

5.263 
37,475 

164 
7.944 

32.752 

• Figures taken from the official Stah8hca of December, 1925. 
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Jannaccone includes the receipts from Germany in his various 
computations. HIS reason for doing so is not set forth, but after 
all, there is some pomt in takmg cognizance of such receipts, 
even if It involves a mocWicatlOn of some of the customary inter
national outgo and income classifications. 

One might contend, not unreasonably, that room should be 
made for a category of gifts, or tribute, SInce they represent an 
augmentation of the resources of the recipient not at all unas
similable to the credited proceeds of other operations. Certainly, 
no success would attend the effort to construct an international 
income and outgo statement for ancient and medieval times 
which failed to proVide for post-war tribute. We do not, how
ever, intend to include reparation receipts In the statements for 
the several years, especially since, pnor to November 1, 1924, 
the reparation accounts lend themselves very poorly to adJust
ment in chronological dlVlBions 

We are now ready for a brief tabular presentation of the results 
for 1922. 

SUMMARY OF INTERNATIONAL INCOME AND OUTGO, 1922 
MUlwm of MUlwna of 

gold llre paper h,e Outgo: 
Excess of commodIty Imports 
Interest, profits, dIVidends, and 

COmml8SIOns . 

1,450 6,000 

225 
Total 

Income: 
Rellllttances from Itahans abroad 6

61
\55 

Tourists' expendItures 
Sluppmg and related earnmgs 120 
MISCellaneous . .. 95 

Deficit. 
Total 

SUMMARY OF BORROWING OPERATIO"lS, 
(In millIons of lIre) 

Government borrowing abroad 
Pnvate short-term borrowmg and other fonos of 

caPital transaCtiOns . • . . . . . 
Total 

925 

2,500 
2,500 

500 
400 

1922 
Gold 

10 

230 
240 

5,900 
1.025 

Paper 
41 

1,000 
1,041 
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The volume of new debt created in 1922 could in no sense 
be the cause of profound alarm. So far as the great bulk of the 
public indebtedness was concerned, the only change which it 
underwent during this year was the rapid compoundmg of unpaid 
interest. 

D. 1923 

1. Item. oj Outgo. Again, in 1923. as in the preceding year. 
the excess of commodity imports duninished. The officiallig~ 
ures show 6.103 million paper lire for the excess; and we adopt 
5.500 millions. or 1,305 million gold lire. for the present purpose." 

Jannaccone's figures for 1923 show 100 million paper lire as 
the net expenditures of government departments abroad and 200 
millions. paper. as the interest disbursement abroad. These 
two figures must be accepted as based on official records. 

The items of interest. dividends. and pro{its continued to 
show an excess of outgo over income in 1923. but there were 
factors which operated to check the rapid growth of the excess. 

The disbursements for interest. dividends. and profits were 
thought by Jannaccone to show an outgo for 1923 of about 
250 million paper lire; against this Borgatta sets income of 176 
million paper lire representing the proceeds of foreign holdings... 
of like character. The net outgo. therefore. would be about 
75 millions. paper. As in the case of other years in this period. 
we feel impelled to point out that the constant reappearance 
of the item "bank credits" as a source of new capital which the 
Italian scholars predicate for the years 1922-1924. and for 1925 
as well. points to the carrying over of heavy interest charges 
inherited from wartime and before. aggravated by attempts at 
speculation and at participation in Austrian. Polish, and other 
foreign loans to which we shall presently allude. We adopt 
450 millions as the interest and renewal charge item on the 
excess of foreign indebtedness over foreign credits. 

Adding to this sum. 200 millions of Treasury interest and 100 

&C The annual average value of the gold bra in terms of paper was 
4.221 m 1923. 
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millions of departmental disbursements abroad, as well as the 
minor but not wholly neglIgible item for commercial commissions 
of 70 mIllions, we reach an aggregate of 800 million paper lire, 
in round numbers, or something lIke 195 mIllion gold hre, as the 
debit 10 thlS entire category. Our total of outgo, then, would 
come out at 6,300 million paper lire, or in gold, about 1,500 
mIllions. 

2 Item8 of Income. For the remittances from Italians 
employed abroad, the figure for 1923 is about the same in paper 
as that for 1922, namely, 2,500 mIllions." The gold equivalent, 
because of the decline in the lira, was naturally less than in the 
preceding year. say, 600 millions. 

The tOUflSts began to flock into Italy in 1923, but an appreci
able proportion of them came from Central Europe and other 
contmental European countries, and their spend10g power was 
somewhat limited. Moreover, Itahan spending abroad began 
to figure a little more largely than previously. The figure of 
2,500 million paper hre, or 600 millions, gold, represents not 
only the Jannaccone-Borgatta result, but that of other students 
of the subject as well." 

Earnings from the services of the merchant marine began to 
mount rapidly in 1923. Jannaccone's inquiries show net traffic 
earnings of about 950 millions as against net foreign dlSburse
ments on account of the merchant fleet of about 55 millions, or 
a net income of about 900 millions. The table on page 274 
gives 1,000 lIlllhons, fairly close to Jannaccone's estimate, which 
we are inclined to accept. Thit gold equivalent was about 210 
million lire. 

46 The estimates vary WIdely, however, as for example: Profeseor 
Virgllii of Siena, 2,650 millions, m Economu: ReIn.ew London, July 
18, 1924, _p 53; Profeseor Bach!, 3,/.,600 millions, m (kId and Silver 
Inquiry Commission's Report on }!;uropean Currency and Flnanu, 
WashIngton, 1925, Vol. I, pp. 367-8, Profeseor Mortara, 3,300 
million, m memorandum Cited prevIOusly . 

.. AB: for example, Avancmi, Cited in note 41 on page 310. HlS 
figure lOr the number IS 700,000 tourISts; the average sojourn and 
average dally expenditure amounted to about what they had been 
m 1922. 
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As for the miscellaneous category, what we stated with regard 
to 1922 appears to hold good for 1923. Some 400 million paper lire, 
or 90 millions gold, were probably earned for this group of items. 

The total of the income items, therefore, appears to amount 
to about 6,300 million lire in paper, or 1,500 millions, gold. This 
is the precise total which we reached for outgo. Apparently, 
then, Italy's accounts balanced for the first time in more than a 
dozen years. In view of the fact that we have taken only the 
most conservative estimates for income, we are inclined to 
believe that an approximate balance was reached. The steadi
ness of the exchange confirms this conclusion. 

3. Capital Operations. While there was no traceable deficit 
in the income and outgo accounts in 1923 to be covered, certain 
capital transactions occurred. Jannaccone reports repayment 
of government debt amounting to 247 million paper lire; but 
Borgatta offsets this by the sale of government domestic securi
ties totaling 250 millions. Purchases of foreign securities by 
Italians amounted to 200 millions, so far as known,n against 
which appear recorded sales of securities to foreigners yielding 
90 millions, leaving a net outgo of 110 million paper lire for 
private transactions in securities. The repayment of bank 
credits in 1923 was set down by Jannaccone as amounting to 380 
millions, paper, and new credits yielded 70 millions, giving a net 
outgo of 310 millions. When these items are brought together, 
there is a total of something over 400 million paper lire - 90 
millions in gold - representing the reduction of foreign obliga
tions or the increase of foreign assets. 

Since current accounts showed no net income to provide for 
this capital disbursement, we conclude that there must have 
been unrecorded borrowings of some 400 million paper lire.CI 

"Consistin~l mainly, of the Austrian reconstruction loan, said to 
involve an ouuay of about 186 mIlllon paper llre • 

.. It is mteresting to note that Borgatta handled this discrepancy 
in the account by settmg down "a purel:r, accounting item" of 430 
million paper llre composed of "Sundries' in wluch he thought the 
"wipm(1:~ut of speculative accounts m foreign currenCies" played 
the malor part. 
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This interpretation lends support to the hypothesis that in 1923 
the volume of debt created in 1922, together With what had come 
down from the past, was larger than was currently supposed 
and thus called for the conversion and renewal operations that 
are observed to have occurred in 1923. 

In the table below we submit the tabular results for 1923. 

SUMMARY OF INTERNATIONAL INCOME AND OUTGO, 1923 
MzUwm 0/ MzUwm 0/ 

gold brll paper lml 
Outgo: 

Excess of commodIty imports 1,305 
Interest, COlnInISSlOnS, and mIS

cellaneous 195 

Total 
Income: 

Remittances from Itahans 
abroad . 600 

TourISts' expendltures . 600 
Shippmg and related earnmgs 210 
MISCellaneous. . . .• 90 

Total 

1,500 

1,500 

SUloIMARY OF CaEDrr OPERATIONS, 
(In uullions of me) 

Gold 
Receipts: 

Presumptive borrowmgs on private 
account sale of currency, or other 
caPltal alIenatlOn 90 

Total . Outgo: . . . 
Purchases of foreign secuntles 30 
Repayment of bank indebtedness 60 

Total . 

0,500 

800 

6,300 

2,500 
2,500 

900 
400 

6,300 

1923 

Pap. 

420 

90 420 

110 
310 

90 420 

The year 1923, therefore, closed with a distinct improvement 
in Italy's position, although it must be remembered that a huge 
gold public debt to foreign governments was still hanging over 
her and interest charges were accumulating. 
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Z. 1924. 

1. Items oj Outgo. The unusually abundant harvest of 1923 
was reflected in the lower excess of imports over exports for 
1924. Again allowiIlg for the unreported exports, we adopt 
4,500 million lire, paper, in place of the official excess of 5,070 
millions; and since the gold lira stood - as an average for the 
year - at 4.4365 paper lire, the gold equivalent of the excess 
inay be calculated as in the neighborhood of one billion lire. 

Government interes~ disbursements abroad amounted to 
about 185 million paper lire, and expenditures abroad on admin
istrative accoun~ to about 160 millions. This gives a total of 
345 millions of government disbursements. 

The payments of interest on foreign investments and the 
like are calculated at 130 to 140 million paper lire - using as a 
basis a 4 per cent rate and including among the investments the 
average amount of credits opened by Italian banks for foreigners. 
Some Italian economists regard the estimate as rather conserva
tive; this is our own impression, partly because a low rate of 
interest was w.ed by Borgatta, and partly because our analysis 
of the preceding years shows a larger accumulated floating 
indebtedness than Borgatta and others had estimated to be the 
case at this period." We, therefore, incline to take 400 million 
paper lire as the interest item. The profits on property and 
business operations actually sent abroad and not reinvested in 
Italy, Borgatta calculates as 70 to 80 millions, which may be 
taken as a fair estimate. On the other hand, he calculates 
receipts of 110 fIIlillions from something like 1,000 millions in 
foreign securities held in Italy (noting, however, that many 
dividend payments are not available for the balance of income 
and outgo as they remain undisturbed in the countries of invest
ment). Deposits of Italians abroad yielded 30 to 40 millions in 
interest, and some 35 millions of foreign profits were received. 

If, therefore, we deduct the aggregate of these other income 

•• Subsequent developments in the exchange market may have 
led to a revlSlon of these estimates of Italian econoIDISts. 
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items - say about 180 million paper lire - from the aggregate 
of outgo items in tlus category as indicated above, namely, 470 
or 480 nulhon paper lIre, we have a net aggregate outgo of 300 
million paper. To this must be added something to cover 
commerCial COmmisSIOns and related cha,rges arising from the 
movement of commodities. In accordance with the reasons 
heretofore indicated, we find a net outgo of about 85 millions. 
If we add to the 385 million paper me representing the net 
aggregate outgo for non-governmental interest, profits, and 
commissions, the totals involved in governmental payments 
abroad, namely, 185 milhon lire on government interest account 
and 160 million lire on administrative account, we find a total 
of 730 milhons, or say, in round figures, 725 million paper lire
about 165 nu11ion gold lire. Finally, consolidating all the outgo 
itelnB, we have an aggregate of 5,225 nu11ion paper lire which 
would be equivalent approximately to 1,165 millIOns in gold. 

2. I/em8 of Income. The remittances begin at last to show, 
even in terlllS of paper me, the effect of the factors making for 
their decline to which we have heretofore alluded. Borgatta 
arrived at 2,370 millions, paper, as the figure for 1924; and this 
we accept, rounding it off to 2,400, with 540 million gold lire as 
the equivalent. 

The expenditures of tourists continued more or less at the 
level attained in 1923, although the gold value tended to shrink. 
Borgatta's estimate of 2,520 million paper me as the net earnings 
here is based upon a conservative estimate of 800,000 visitors, 
averaging an expenditure of from 3,600 to 3,650 lire in sojourns 
of from 18 to 20 days, and from the resulting figure of 2,900 mil
lion me are deducted 380 millions to cover the expenditures of 
ItalIans abroad as tourists or business men. The statIStics of 
the E. N. I. T. (Entita Nazionale Italiana Turistica) on wruch 
are based these results of Borgatta, are in turn taken from the 
declaration of hotelkeepers, and from the figures for the sale of 
railroad tickets and related service charges. They appear, 
therefore, trustworthy. We shall adopt 2,500 millions, paper, 
say, 550 million gold lire, as the income item. 
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The earnings from shipping services continued large in 1924. 
Borgatta, following much the same method of inquiry as Jan
naccone, fixed 660 millions as the probable net earnings on freight 
and passenger traffic, and 60 or 70 millions as the net outgo by 
way of expenditures of Italian ships abroad, over and above 
corresponding foreign expenditures in Italy - a total net income 
of roughly 600 millions. The a priori computation in our table 
on page 274 points to earnings of over 1,200 million lire. This 
figure is certainly in excess of the real earnings, but on the other 
hand, the fact that the Italian merchant marine is steadily 
growing in efficiency as newer construction methods are em
ployed, would have warranted the discontinuance as from, say, 
1923 or 1924, of the "discount" of one-third in earning power 
as compared with the merchant marine of Great Britain, which 
we made as part of the method described on pages 271-274-
Had this discount been abandoned, the table would have shown 
a correspondingly larger figure for the year in question. H, 
instead of this procedure, we increase Borgatta's results so as 
to reach a total no less for 1924 than what it had been in 1923, 
we shall probably have committed no very serious error.5O This 

10 The profound changes undergone by the Italian merchant 
marine since 1913 can only be most briefly mentioned here. In 
June, 1914, the gross tonnage of steel shippmg - steam and sad
WlIS about 1.4 mdlions; in June~ 1926, no less than 3.1 millions, 
accordmg to Lloyd's Register. .Hom 1915 to 1921, a tonnage or 
no less than 677,000 was lost in consequence of hostilities, 120,000 
tons were lost through aCCidents, 99,000 tons were broken up, and 
39,000 tons sold; on the other hand, the great navigation center of 
Trieste, on becoming Italian brought 581,000 tons under the Italian 
flag; 585,000 tons were bou~ht abroad, and 529,000 tons were newly 
constructed. As it stood m 1925 the merchant marine of Italy, 
coDSlStmg of about 2 IIUllion tons of cargo tonnage, and 900,000 
tons of lIllXed passenger and freight tonnage, is estImated (by Mor
tara, from whose Pf"OIlpetliv6 eco-nomu:he, or 1924 and 1926 these 
detaIls are taken) to have doubled its general efficiency as compared 
With 10 years ago· but It still comprISeS a large number of anti
quated vessels. The Navigszione Generale Itahana has resumed 
its program of constructIon of fast and luxurious vessels. A 30,000-
ton vessel, the Rama, was to be ready for South American service 
in the autumn of 1926, and another hke It soon after. This com
pany was reported in 1925 to be plannmg later to place several 
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would give us again 900 million paper lire, or 8ay, 200 million in 
gold, as the net income. 

Again allowing 400 million paper lire - 8ay, 85 millions in 
gold - for the category of miscellaneous income, from foreign 
government allowances to combatants' families, ecclesiastical 
remittances, money orders, and the like, we arrive at a total 
income of 6,200 million lire, paper, or about 1,375 millions in 
gold. 

The difference between income and outgo is one of approxi
mately 975 million paper hre, roughly 220 millions in gold. 
But it is a difference no longer representing a deficit; for 1924 a 

15,OOO-ton motor-drIven vessels in Australian and other eerVlCe8. 
Swppmg construction was bem~ subsl(i1zed at the rate of 300 lJre 
per ton for freighters and 400 lire per ton for steamers. Some 81 
million lire were paid out m 1924-25 on this account and probably 
as much more m 1925-26. The construction of motor-drIven ship
pmg IS rapidly mcreasmg in Italy. At the end of 1925, of the 310,-
000 tons under constructlOn~_ 233,000 were de81gned for electrical 
propulsion, of BOme 161,000 .t1.P. Traffic has mcreased in volume 
BO that for 1924, WIth a total of 31.7 million tons of merchandISe 
loaded and unloaded to all ports by mternatlOnal and COastwISe 
shIppmg, the pre-war record of 31 8 million tons (1913) was about 
equaled. See Appendix 0, p. 528. Leavmg aside the traffic m 
Bailing vessels, practically all m Italian hands both before and 8mce 
the war, one may compare the pre-war and preeent shares of Italian 
total imPOrts and exports carried in steamers thus (m millions of 
tons): 

Year Sh~p8 01 Italian ShipB 01 Foreign 
IleguJtry IleguJtry 

1913 
1924 
1925 

10.3 153 
13.9 134 
14.4 12.9 

~talian swpping with an aggregate tonnage of 800,000 was laid up 
m December, 1922, but this was true of not more than 250,000 
tonnage December 1, 1924, and on January 1, 1926, only 41,000 
~ns ~ere laid up. The government takes the most eerlous mterest 
10 shlppmg, and durmg the fiscal year 1925-26, entered upon a 
eerles of agreements With swppmg companies proVldmg for subsi
chzmg of eerVIces WIth a total length of 5,679,000 miles, as against 
3,87,?,000. miles of eervice preViousll subsuilzed. The outlay on 
subsidies m 1924-25 was about 150 million lire; this outlay, however, 
was substantially increased in 1925-26. For references to swppmg 
policy, see page 271. 
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real surplus seems certainly to have been earned, even though 
we have made generous allowances for the outgo items.51 

3. Cap1.tal OperatlO1l8. Available for debt repayment or for 
new investment, then, was a sum of 975 million paper lire. 
Borgatta concluded that some 990 millions in all were expended 
in 1924 in the form of capital outlays and debt redemption; 
and of this total, about 650 millions were invested in new securi
ties.U In part, these operations were facilitated by new foreign 
borrowings amounting to 600 million paper lire, of which 200 
millions went for renewals. 

In other words, to. the 975 millions cf available income on 
current account, some 400 millions were added as proceeds from 
transactions on capital account; and these 1,375 million paper 
lire - perhaps 310 millions in gold - were employed in debt 
redemption or in foreign investment of one sort or another. 

We now submit a summary of the results of the year 1924. 

Sl1MMAllY 011' INTERNATIONAL INCOME AND OUTGO, 1924 

Outgo: 
Excess of commodity imports 1,000 
Interest, I;lrofits, wVldends, 

COmmlBB1ons, and mISCel-
Ianeous.. 165 

ToW 1,165 

Millwnso/ 
paper lire 

4,500 

725 

5,225 

II Even If no reduction whatever were made in the excess of 
imports of eommowties as shown by the stat18tics, there would still 
be a slJght surplus for the year 192-1. 

• Compr181D~ chiefly 300 millions in the Polish loan; 140 millions 
in the HungarllUl loan; 50 millIOns in the German loan; and 130 
mllhons for other secUrities. The balance 18 made up of sums 
sent abroad for depoSIt, or left abroad by exporters, and simllar 
items. In a parliamentary address of December 20, 1924, the 
Min18ter of Fmance estimated the capital sum as around 750 mllhon 
hra for the public loans, from whIch, m time, he foresaw annual 
revenue of perhaps 140 mllhons. The government had "acquiesced 
in these operations for reasons of international policy." Val diaG
vanzo a!l'avanzo, Rome, 1924, p. 22. 
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Income 
Remittances from ItalIans 

abroad 
Tourists' expenditures 
Sluppmg and related earnmgs 
MIScellaneous 

540 2,400 
550 2,500 
200 900 
85 400 

Total 1,375 6,200 

Surplus 210 975 

SUMMARY OF CREDIT OPERATlO'IS, 1924 
(In mIllions of lIre) 

Gold Paper 
Receipts· 

AvaIlable surplus from current ac-
counts 220 975 

Private borroWIng operations 90 400 

Total 310 1,375 

Outgo' 
Foreign investment (ascertained) 145 650 
Repayment of debj publIc! and pri-

75 340 vate (ascertame ) . 
Foreign mvestment or debt repay-

ment (unascertamed) 90 385 

Total . 310 1,375 

Summing up these statements, we find that, in the three years 
1922-1924, Italy's gross habilities were cut down by between 
one and two hundred million gold lire. The means whereby this 
was done were derived from surplus income accumulated in the 
latter part of that period, and were so derived only because of 
the diminution in the surplus of imported goods after the good 
harvest of 1923, and the decisive abandonment of foreign publIc 
borrowing, in the fall of 1922. Thus Italy's international bal
ance had been steadily if slowing improving, and a favorable 
balance in 1924 had actually been attained. 
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1'. 1926 

1. Items oj Outgo. Italy entered 1925 under the handicap of 
a mediocre harvest yield in 1924, and under heavy pressure from 
foreign money markets. The new reparation plan, agreed upon 
at London in midsummer, 1924, hastened the return flow to 
Germany of capital that had seeped out into lire and other 
holdings; and the apparently successful operation of the League 
of Nations management of Austrian finances hastened the grad
ual liquidation of Austrian holdings of lire. Political develop
ments in Italy itself, moreover, tended to affect monetary con
ditions unfavorably through the latter months of 1924, and to 
bring about liquidation of foreign stocks of Italian currency. 
The cumulative effect of these influences was felt in the sagging 
of the exchange, and in the rapid growth of foreign borrowing, 

According to Borgatta, something like a billion lire of new 
indebtedness was incurred on private account in the first half 
of 1925; and a reputable writer has estimated the total of new 
foreign capital taken into Italy in 1925 as 3 billions.5I All the 
efforts of the government to stave off a crisis were unavailing. 
The increase of the discount rate and the rigid regulation of 
security market speculation served to obviate its worst effects, 
but in the early summer, foreign borrowing had to be resort~ 
to by the government. A credit of 50 million dollars was secured 
in New York, and the exchange pressure was thereby materially 
relieved. In the late autumn came the new gold loan in New 
York, absorbing the temporary credit, and adding in all 100 
million dollars, or 500 million gold lire, to the public debt of 
Italy; and the first payment on the funded war debt was author
ized, although its actual delivery was not to be carried out 
until some time in the spring of 1926, when also the settlement 
with Great Britain was to begin exerting an important effect 
on the international accounts. 

The harvest of 1925 was rather bountiful, but the industrial 
expansion on the one hand, with its requirements for more raw . 

II L. Caselli in Annalist, New York, January 29, 1926, P. 183. 
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materials, and the stemming of emigration, on the other, with 
its intensification of the demand for food supplies, held the dis
parity between imports and exports at a surprisingly high figure. 
No less than 7,500 million paper lire, say, 1,500 mlllion gold lire, 
resulted as the year's unfavorable trade balance M 

It is as yet, of course, dIfficult to determine precisely the 
aggregate of the category of outgo for interest, dividends, profits, 
commissions, and miscellaneous government disbursements 
As we have pointed out above, the borrowing in 1925 was heavy, 
and fauly large interest payments must have been involved 
even for that year itself. In view of the depreciation of the 
exchange, the other components of this category must have 
been a httIe larger for 1925 than they were for 1924. It would 
be reasonable, then, to assume as a sort of tentative aggregate 
outgo on account of these items, 1,000 million paper lire, or 200 
millions gold. This makes a total trade and service outgo of 
at least 8.5 billions in paper, or 1.7 billions in gold. 

2. Items of Income. Business conditions in America!! coun
tries permitted a considerable expansion of remittances to Italy, 
and the temporary sag of the lira to 3.6 cents tempted foreign 
currency speculators in the summer of 1925. Whereas 555 
millions had been deposited in Italian banks by persons of Ital
ian connections living abroad in 1924, no less than 787 millions 
were so deposited in 1925; and the withdrawals did not increase 
so markedly. Bearing in mind the depreciation of the value of 
the paper lira, it is reasonable to believe that the aggregate of 
remittances will be found to have attained, if it did not exceed, 
3,000 millions of paper lire, or roughly 600 millions gold." 

The year 1925 brought a great number of travelers into Italy, 
by reason of the Jubilee observance of the Catholic Church.58 

It The annual average value of the gold lira in 1925 in terms of 
paper was 5 00. 

"See BollettJ7IO dea' emigrazione, 1925, pp. 781 and 1093, and 
1926 p. 370, on remittances m recent years. 
II~ note 42 on page 311. In the Manchester Guardwn Com

mercwl, of N~vember 12, 1925, is mentioned an estImate as \ugh 
as 1,500,000 VISitors. The actual number of relIgiOUS pIlgrims was 
officJally reported as 357,000. 
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Over a million foreigners in all entered the country in the year, 
and in the spring of 1926, preliminary estimates placed the net 
yield of this immense traffic at 3.5 billion lire - say, 700 millions 
gold. 

Shipping earnings have not fallen off in 1925, nor in 1926.67 

The earnings of Italy in this category cannot, in 1925, have 
fallen below the level attained in previous years; and in view of 
the depreciation of the lira, it will not be surprising if a billion 
paper lire appears ultimately as the net income for that year. 

The miscellaneous sources of revenue probably slightly more 
than held their own, in terms of paper lire, amounting to as much 
as 500 million paper, or 100 million gold. Conceivably, then, 
the current credit items exceeded 8,000 million paper lire, or, 
perhaps, 1,600 million gold. 

If these preliminary estimates are approximately correct, a 
deficit in Italy's international accounts had reappeared; not a 
great deficit as things go in these days, but a deficit of perhaps 
500 millions paper, or 100 millions gold, none the less. Current 
income had once more failed to meet current requirements. 

We shall attempt no tabular statement for this year 1925; 
nor would it be fruitful to provide separate discussion on the 
capital transactions. The material is too fragmentary to war
rant either the statement or the discussion. We may close this 
appendix with a single brief observation. The burden of the 
heavy trade deficit, which the depreciation of the lira and the 
resulting stimulus to exports has by no means overcome, and 
the cost of large scale employment of foreign capital, in a wide 
variety of forms, of course, still involve a serious strain upon 
Italy." The developments of the wint~ of 1925-1926 indicate 

67 The detruIs of the shipping subsidies announced in September 
1925 - fully described in lV \/,tscha!tsdaens' of September 25, and 
in variOUS shlppmg journals - make clear how much store the 
~vernment sets by the merchant marme to right the nation's 
mternabonal balance . 

.. Wlltmg m the Economis'~ London, of November 7, 1925, po_758, 
a correspondent expressed tne opinIon that it would be dillicult 
to overcome the unfavorable balance, and get away from the present 
SItuation, in consequence of which Italy is Qbhged .. to resort to 
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no prospect of relief. On the contrary - as is emphasized suffi
ciently in the text - there has been brought into effect, at last, 
the additional load of publIc foreign debt liquidation. 

foreign credits under varIOUs forms." An even more sober view of 
the situatIOn IS taken by L Caselli in hiS article m the AnnalUlt, 
New York, January 29,1926, p. 183. 



APPENDIX B 

BUDGETARY PRACTICE 

EXCEPT during certain relatively brief periods, Italy has man
aged to preserve the unity of her budget, that-is to say, to keep 
within one general statement all the records of receipts and 
expenditures. There have been, it is true, several instances of 
independent accounts set up in time of emergency; but both the 
obligations and resources remaining in these accounts were 
eventually assimilated to the general budget. 

I. BUDGETARY STR17CTUltE AND mSTORY 

The Italian budget consists of four sections or categories as 
follows: 

I. Entrate e spe8e eJJettive ordinarie e straordinarie. (Actual 
receipts and expenditures, ordinary and extraor
dinary.) 

II. Construzione di Jerrwle (railroad construction). 
III. Movimento di capitali (capital accounts). 
IV. Partite tli giro (transfer accounts). 

In the first category appear all receipts from other sources 
thl'tn borrowing, and all expenditl1res except as noted with regard 
to the other sections. Section II relates to the financing of 
railroad construction exclusively. The theoretical basis for 
this separation rests upon the investment of capital funds so 
as to increase the nation's material equipment. Transfers from 
the other sections are made to the revenue account of this 
section, which also receives the proceeds of certain borrowing. 
The third section embraces the receipts from borrowing, and the 
expenditures made to extinguish indebtedness. Here again, the 
expenditures are deemed to be on account of investment in 

829 
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additional equipment for the national economy as a whole, port 
and road construction, and other investments, the redemptIOn 
of debt previously incurred, and the opening of new accounts. 
The receipts are, of course, the proceeds of borrowing (or trans
fers from other accounts through the liquidation or consohdation 
of credits). Finally, in the fourth category are record!'d trans
fers of funds received by the national government for provincml 
and local bodies, and other autonomous organizations. Re
ceIpts and disbursements nearly always balance each other 
exactly in this category. 

These four categones constitute the bilancio, or more correctly, 
the conto di bilancio, of the Kingdom. They may appear 10 

anyone of four ways. In the first instance, of course, as 10 all 
other countries, they are presented as the estimates of the 
administration (btlancio preventivo). A committee of the Cham· 
ber of Deputies, consisting of thirty-six members selected largely 
by lot, prepares a detailed critical report on the estlIDates, rarely 
however recommending specific alterations of importance. In 
due course, the budget is enacted into law after passage through 
the two houses of the national legislature. But the latter, 
as in other countries, do not confine their appropriations through
out the year to the rigid limits of the estimates as submitted by 
the cabinet. They frequently make additional appropriations 
in special statutes; and the Executive, enjoying a rather wide 
latitude in such matters, may transfer funds and, in the presence 
of an emergency, may authorize special disbursements. More
over, the estimates of revenue made long in advance of the period 
of collection almost invariably exceed or fall short of the amounts 
collected. Consequently, when the fiscal year closes the bilancio 
effeUivo or Revenue and Expendtlure Accounts will appear drlTercnt 
both as to receipts and expenditures from the bilancio preoentivo. 
Naturally, however, many obligations may have been assumed 
during the course of the fiscal year without having been fully 
liquidated; while many taxes may have been assessed and other 
sources of revenue definitely measured without actual payment 
,thereof to the treasury having been completed. 
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The statement of the revenues received or assessed and collect
able and of disbursements completed or obligated is filed not 
later than four and one-half months after the expiration of the 
fiscal year. It is known as the bilancio di competenza or a1JJJwr
ized budget accounts for the given year. These revenues - col
lectable but not yet in hand - and payments - disbursable 
but not yet effected - stay on the books of the Treasury in a 
set of 8U8penB8 accounts, known as the conto dei reBidui, for at 
least five years, unless sooner liquidated or unJslss continued for 
a longer period by special legislative mandate. Some cash trans
actions, but, in the main, extensive accounting adjustments, are 
involved in the settlement of the reBidui. 

Finally, there are the closed budget accounts or bilancio con-
sunlilJo wherein are placed the final and fully adjusted expendi
tures and receipts in each of the four budgetary categories, after 
full review by the responsible accounting officers of the admin
istration and the settlement in the Court of Accounts of all 
doubtful points. Every year the state of the various aspects 
of the budget is shown in the rendiconti conBuntivii but since the 
beginning of 1924, there has been in addition a monthly state
ment of the more significant figures which the Treasury issues 
as a supplement to the Gazzetta ujJiciale under the title Canto 
riassuntwo del Tesoro. 

Treasury cash accounts must be carefully distinguished from 
the budget. These are grouped together as the canto della leso
reria. Here collections (riscosBioni) and payments (pagamenh) 
are entered regardless of the fiscal period (or esercizto) to which 
they are to be credited or debited; but, of course, due care is 
taken to attribute them to earlier budgetary accounts, if they 
belong elsewhere than in the accounts of the fiscal year of 
receipt or disbursement. 

Still another classification needs to be mentioned. When the 
total receipts and expenditures of all the categories of the bud
get are added up, regardless of whether the receipts have come 
from taxes or from loans or whether the disbursements have 
been directed to debt service or to administrative purposes, the 
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totals go by the name emraU e spese reali. The adjective" real" 
is, of course, highly misleading in the circumstances and account
ants and econoIDlSts have long urged a change in the official 
terminology. The nation that produced Lucas PacCioli, the 
fifteenth-century pioneer in accounting science,. ought to be 
able to work out a budgetary terminology as lucid as the 
budget structure itself is both lOgically sound and smoothly 
operating.2 

1 An. Enghsh translation of his treatise on double entry book
keepmg was published by Pietro CrIvelli in London m 1924. HIS 
name sometimes appears as PaclOlo. 

• On the confusIOn caused by the use of thIS term "real," see Flora, 
La polu1CCJ econom1CCJ e jinanzw.rw del FasCl.8TflO Milan, 1923, espeCi
ally p. 150 ft., and RICCI, "11 mlghoramento del bllanCio dello stato" 
m RtVUlta dt polu1CCJ econom1CCJ, June, 1923, p. 593 ft In general, 
the followmg references may be of sel"Vlce ill connection With the 
study of the Itahan budget. The parlIamentary debates and docu
ments COnstitUte, together WIth the reports of the Court of Accounts, 
the primary source material The value of the budget speeches or 
espo81.Zwm has varied WIth the grasp and responSibility of the suc
cessive Mmlsters of Fmance; t.he relazwnt of the respective le~ls
Iative committees have tended to indulge ill graceful phIlosophIzmg 
or sterile deprecation. From time to time, there has been publIShed 
a detailed offiC131 analysIS of precedmg salient budgctary figures; 
the entIre budgetary record of Italy from 1862 to 1913 IS presente<1 
in an excellent volume publIShed ill the latter year at Rome by the 
General Accountmg Office, under the title Il 1nla7lClO del Regno 
d'Italw. negll es6rCtZl jinanzw.M dal 1862 al 1912-13. The nearest 
tlung to thIS summary whIch has appeared for the years smce 1914 
is In the form of two large documentary compilations lS8Ued respec
tively In May and December, 1923, by the MmlSter of Fmance, 
under the title Docu1M7lh tndla condtzwne jinanzw.rw ed econom1CCJ 
dell ltalw. Of official documentary rank, also, IS the League of 
NatIOns Memorandum on Publtc Flnance, the latest available Issue 
of whIch IS that for the year 19221 yublIShed at Geneva In 1923. 

The best brief survey of the lll8tory and prospects of ItalIan 
publIc finance before the war available In EnglISh IS an article by 
Senator LWgI ElDauw\ "The Growth and Present SituatIOn of the 
PublIc Fmances of Ita y," m the ECQ1IQ11ItC Journal, 1915, p 493 ft. 
A convenIent If somewhat anodyne summary of thIs same pre-war 
period (to 1910) was furnIShed by former MmL~ter of Finance Paolo 
Carcano ill the second volume of the collaborative Cl7UJW!:nt1. annl 
dl storw. ttalwna, Milan, 1911. HIStorical and analytical StUdIes 
of independent value are to be found in the prmcipal manuals on 
publIc finance, of which the followmg may be Cited· Flora Manuale 
della sCt61lZa delle jinanze, 5th ed., LIvomo, 1917; EIDaudi, Corso dl 
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At this place the fact must be emphasized that Italian bud
getary policy and practice are essentially based upon appro
priations and other legal commitments as to expenditure and 
revised official estimates as to revenue, and not upon actual dis
bursements and receipts. It is the revenue and expenditure 
accounts (bilancio di competenza) rather than those of receipts 
and disbursements (ri8c08sioni e pagamenti) which are generally 
cited; and, in the absence of an indication to the contrary, it may 
be assumed that the bilancio di competenza is the source of budget 
figures. In ordinary times, of course, there is no reason to be 
dissatisfied with this course, for actual receipts then closely 
approximate the official assessments and other bases of esti
mates of revenue, and actual disbursements represent practically 
all of the authorized expenditure. It is only in time of stress 
and confusion such as attend a war that the two sets of accounts 
draw apart from each other; and several yeat'S of adjustment 
may be required before the actual receipts and disbufSements 
will have disposed of all the congestion of suspended and delayed 
accounts, and once more move smoothly in consonance with the 
authorizations of expenditure and the assessments and other 
basic elements in the revenue estimates. 

The structure oj the Italian budget has undergone several impor
tant changes in both the pre-war and posHDar periods. From the 
unification of the kingdom down to and including 1877 the bud
get had no other categories than revenues (ordinary and extraor
dinary) and expenditures (ordinary and extraordinary). More
over, from 1861 to 1875 inclusive, receipts and disbursements 
were charged to the fiscal periods when they were actually 

BCienza delle finanu, Turin, 1914' Tangorra, Trattato di scienza delle 
finalIZe, Milan, 1915; De Viti de Marco, Lezwni dl BCl61IZa delle 
finanze, Rome, 1923; Nitti, Pn1lC'lpli di 8Cl611Za deUe finalIZe, 4th 
ed, Naples, 1912; Graziani, Ishtuzumi d. 8cumza delle finanu, 
2d ed., TurlD, 1911; and De SantlS, II d,nUo fina1lZ'UJMO pnvato II 
pubbllCOZ 2 vols., Turin, 1918-19. A pubhcatlon of the German 
Imperull Treasury for use of the Relchstag (Dul Flnanzen VOrl 
Frankr61ch, Gro8sbntanmen ••• ltallen, etc., Berhn, 1908) giws 
a useful analySIS of Italian budgetary procedure, and much tabular 
materml. 
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effected; beginning with 1876, the procedure of charging them 
to periods for whIch they were respectively assessable or d18burs
able by law was adopted. Effective as of 1878, the three cate
gories - actual receIpts and expenditures, capItal accounts, and 
transfer accounts - were inaugurated. But almost at once the 
heavy burden of indebtedness incurred QJl account of railroad 
construction led to the segregation of all charges, as well as 
receipts, on this account into the category of railroad construc
tion. From January 1, 1879, therefore, the four categories de
fined on pages 329-330 have been in use. There have been, how
ever, numerous mmor modifications. The construction of the 
railroads proved exceedingly costly, and frequent changes were 
made in the method of raising and dIsbursing funds. In all some 
3,020 million lire were spent on railroad construction between 
1862 and 1913; and of this sum 643 millions came out of current 
funds, about 234 millions from reimbursements from France on 
jomt tunnel construction costs, and certain repayments from 
local or private sources, and 2,143 millions from borrowing of 
one sort or another. 

The pension system, too, was the object of considerable 
experImentation. For ten and a half years (January 1, 1882-
June 30, 1892), practically all the civIl and military pensions 
were carried from a special fund (cassa penswm) raised by the 
sale of rend~ta. The reaction against this movement in the 
dIrection of an autonomous budget brought about the abolition 
of the cassa, and the reincorporation of the pension disburse
ments in the expenditure schedules of the various departments. 
Thus scattered, despite the obvious costliness and clumsiness of 
such a system, they continued to be handled until the first minis
ter of finance of the Fascist Administration succeeded in again 
bringing them together under the min18try of finance. The 
outlay on pensions during the existence of the cassa pension, 
exceeded 178 million lire, and this sum must be added to the 
total expendItures of the state on other accounts for the years 
involved. Of course, the autonomous budgets caused much 
more trouble after 1915 than during the pre-war years. 
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Before significant totals are considered, a word may be said 
about the change in the fiscal year. Until 1884 the fiscal and 
calendar years coincided; but as it was difficult to have the bud
get approved in time to go into effect on January 1, by a national 
legislature beginning its session late in the autumn, the fiscal 
period was shlfted so as to run from July 1 to June 30, beginning 
on July 1, 1884. 

Space is not available for the reproduction in extenso of the 
budget accounts of pre-war Italy, but the following details 
based thereon are necessary in order to support the conclusion 
expressed in the text. 

For about a half-dozen years beginning with 1861, there was 
lacking the systematic order in the accounts which charactenzed 
them subsequent to 1867; however, definite figures have been 
worked out for the entire period beginning January 1, 1862, on 
a basis practically comparable with those for later years.. The 
year 1861 itself witnessed the formal unification of the kingdoms 
of Sardinia and Naples, which signified, in one sense the con
solidation of two substantial deficits. It appears that the excess 
of expenditures over receipts from other sources than borrowing 
amounted for the year 1861 to 415 million lire, the two amounts 
being respectively 932 and 517 millions. During the fifty-one 
and one-half years from January 1, 1862, to June 30, 1913, total 
expenditures in all categories (in other words, the so-caIled 
"real" expenditures, sp68e reali) amounted to 85,519.6 millions. 
To this sum must be added the 178.6 millions disbursed by the 
Cassa pensioni in its decade of operation. 

In the aggregate, therefore, 85,698 million lire were disbursed 
in the fifty-one and one-half years ending June 30, 1913, either 
in eosts of administration, or in connection with public debt, 
pensions, and the hke. 

In the same period of fifty-one and one-half fiscal years 
ordinary and extraordinary revenues produced 73,077.5 million 

I To be found in the volume Balancio del Regno d'ltalia, cited in 
the precedmg note. All figures pnor to July 1. 1913, are drawn 
from that source. 
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lire, and if we add to this sum the 234 millions of miscellaneous 
reimbursements and other non-borrowed receipts on account of 
railroad construction, we have an aggregate of non-borrowed 
income of 73,312 million lire. 

The excess, then, of public expendIture over revenues from 
other sources than borrowing for the period from January 1, 
1862, to June 30, 1913, amounted to about 12,386 mlllion lire. 
If we include the less defimtely ascertamed deficit of the incom
plete fiscal year 1861 - we amve at a figure of 12,801 mIllion 
lire. In order to determine where Italy stood m thIS regard 
when she went into the war, we must also mclude the results of 
the fiscal year 1913-14, smce the following fiscal year, 1914-15, 
not only witnessed her formal entrance into the war, but was 
characterized throughout by the existence of a state of affairs 
deCldedly affected by the war. The total dlBbursements 
in all categorIes (except the transfer accounts) amounted for 
1913-14 to 3,041 million lire, and the gross non-borrowed 
receIpts, ordmary and extraordinary, aggregated 2,871 
millIOns.' 

We may, therefore, construct the following table of the expendi
ture and revenue accounts from the unification of the Kingdom 
in 1861 down to the end of the pre-war period, June 30, 1914. 

Expenditure, fiscal year 1861 (approximate) . 
Aggregate expendIture, January 1, I862-June 

30, 1913 (mcludIng 1786 millions paid under 
an autonomous pellSlon servlce 1882-1893) 

Aggregate expendIture, fiscal year 1913-1914 

Total • 

(Mulwn l,re) 

932 

85,698 
3,041 

89,671 89,671 
= 

• Based on Documenti 8Ulla condizw1l£ finanziaria ed ewnomu:a 
dell' Italm, December 3,1923, p. 283 All budget figures for periods 
subsequent to July 1, 1913, are taken, unless otherwl8e credited, 
from tlus pubhcatlOn or from the section of the same collectIOn 
issued May 13 ot the same year. Heremafter, these sectIOns will 
be Cited sunply as Document" With the name of the respective 
month. 
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Revenue, fiscal year 1861 (approximate) .. 517 
Aggre~te revenue from other sources than bor-

roWlDg, January I, 1862-June 30, 1913 (m-
cludlDg non-borrowed revenue and relDlburse-
ments on railroad construction account, 
amounting to 234 millions). . . . . . 73,312 

Aggre~te revenue from other sources than bor-
rowlDg, fiscal year, 1913-14 2,871 

Total • 76,700 76,700 

Excess of Aggregate Expenditure over Aggregate 
Non-borrowed Revenue. • • • . . . 12,971 

= 

This compilation has been assembled primarily to support the 
observation in the text (p. 62), to the effect that there was, in 
pre-war Italy, taken as a whole, an injudicious reliance upon 
borrowing. A summary of this sort serves to bring out in 
striking fashion the fact that spending constantly kept ahead 
of the available resources, even though it has to be borne in· 
mind that such attempts at simplification necessarily do violence 
to the inherently complex relations and varying significance of 
the different categories of public finance. Moreover, as has 
elsewhere been emphasized, no inconsiderable part of this excess 
of aggregate expenditure over aggregate non-borrowed revenue 
consisted of outlay of an unquestionably admissible nature, 
such as the cost of constructing a large part of the railroad sys
tem of the country. It hardly needs to be said that the minister 
of finance has never called upon the national legisIature to con
sider the pathological history and indications of the budget with 
any statement of this character.' 

It will be of some interest to examine an analysis of the 
receipts and expenditures for the bulk of the pre-war period. 
Leaving the extraordinary receipts and expenditures out of 

I Somewhat cWrerently arranged but very interesting, is a state
ment prepared by Senator Emauw, m the article Cited m note 
2, p. 332. The dJstlDgwshed economISt of Turm Umversity does 
not include the year 1861, nor the C083IJ pe7I8ioni payments of 1882-
1893. In other respects, too, Ius statement which IS in the form of 
a balance sheet, drlIers from the one on thIS page. 
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account,S we find that the ordinary receipts and expenditures 
were as follows for the fiscal years 1862 to 1912-13, inclusive 1 

TOTAL ORDINARY NON-BoRROWED REVENUE, 1862-1913 
(In millIOns of lire) Per-

Amounl cenla{Je 
3,5356 48 

19,742 4 273 
9,7480 134 

16,4156 227 
15,7369 217 

4,1697 57 
3,024 5 44 

PublIc domain . 
Direct taxatIOn . 
Taxation on transactiOns .. 
Taxation on consumptIOn (mdirect) 
Revenue from monopolIes .., 
Revenue from public servICes .. 
MISCellaneous (mcludmg reimbursements) 

Total 72,3727 1000 

THEORETICAL BALANCE SHEET OF THE ITALIAN TREASURY 
1862-1914 

(In mIllions of lire) 

DefiCit - January 1, 1862. . . . . . 
Effective or curren.! expenddure - January 1, 

1862-June 30, 1914. . ... 
Carntal expendtture on rrulroad construction 

and the lIke, January 1, 1862-June 30, 1914 
Losses and expenses charged to Treasury 

Account, January 1, 1862-June 30, 1914 • 
EffectIve or curren.! revenue, January 1, 1862-

June 30, 1914 . .....• 
Extroordmary lncome, from borroWIng, the 

sale of state property and the lIke. • • 

Surplus in the Treasury June 30, 1914 • 

Expendttures ReceIpts 
1326 

79,17401 

9,404 49 

421.81 

89,00031 
2887 

75,601.26 

13,414.66 

89,02918 89,029.18 
'Their chief items, in milliOns of me, for the period 1862-1913, 

are as follows. Expendl.ture War MmIStry 2,398, Marme 890, Pub
lIc Works (irrigation port works, lIghthouse construction), 1,683, 
MlmiCipal improvements m the City of Rome, 242; MISCellaneous 
Admmlstratlon, 706; Debt service, 560; Premium on gold, 94. 
ReceIpts are: Reimbursements, 379; Chmese mdemruty, (1901) 40i 
Specml tax for earthquake sufferers (1908), 75. See B1.UJTICW da 
Regno d'ltalw, 1862-1913, pp. 466 and 503. 

7 From B1.UJTICW del Regno d'ltalw, 1862-1913. The available 
documentary material covermg 1913-14 (and subee~=I~~ear8) 
does not present the figures arranged accordwg to thIS c twn. 
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TOTAL ORDINARY ExPENDITURE, 1862-1913 
Perpetual Debt. • . . . . .. 1Ii,632.0 
Redeemable Debt - maturity not fixed . 3,843.0 
Redeemable Debt - maturity fixed 4,353.2 
PensIOns. . • • • 3,191.4 
Grants . • • • • • • • 794.3 
NlI.tionallegislature • • . • 104.4 
General admmlStration . . . . .. 2,009.6 
Foreign exchan~, bankers commissions, and 

other expenditures connected Wlth foreign 
payments. . . • 

COllection of revenue • 
Judiciary • . . . 
AdmmlStrll.tion of justice 
Foreign affaIrS • 
Pubha services . . . . 
Ecclesiastical establishment . 
Military and naval establ1Shment 
MlScellaneous 

Total. . • . • • • 

83.4 
8,325.9 
1,303.1 

2195 
329.8 

8,7992 
132.8 

14,960.1 
841.6 

68,995.3 

889 

28.4 
5.6 
6.3 
46 
1.1 
.2 

2.9 

.1 
12.1 
1.9 
.4 
.5 

12.8 
.2 

217 
1.2 

100.0 

Certain salient ratios stand out from these summary tables. 
Roughly 45 per cent of the total ordinary expenditure was 
absorbed in interest payments, debt retirement and pensions; 
while less than 22 per cent went for the upkeep of the military 
and naval establishments. Sixty-three per tent of the ordinary 
revenue came from direct and indirect taxation. The monopo
lies (tobacco, salt, quinine) appear to yield a large income, but 
since (except for an experimental period) the receipts from this 
source have regularly been gross receipts - that is, without 
deduction of operating costs, the net income from the commercial 
monopolies was in fact considerably less. The same is true of 
the telephone and telegraph services, classified both as to expend
iture and income along with educational, penal, correctional, 
and charitable institutions. 

A word should be said here as to the transfer accounts, or 
partite di giro. As they involve no budgetary commitment, they 
have not been included in any of the foregoing figures. Embrao
ing for the most part funds in process of transfer to or from 

. departmental, provincial, local and miscellaneous administra-
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tions, the transfer accounts necessarily balance. It is of interest 
that m the fiIty-onc and one-half years from January 1, 1862, 
the Treasury should have handled, in this category, about 3,454 
million lire. 8 

II. THE BUDGET DURING AND SINCE THE WAR 

The Italian budget, like those of all the other belligerents, fell 
into great confusion durmg the war, and only withm the last 
two or three years has it begun to recover its former coherence 
and clearness. Detailed eXposItIOn of its records during or amce 
the war will not be attempted here, but the essential figures will 
be set forth together with reference to supplementary matcrIalj 
figures for the fiscal years 1923-1926, however, will be given in 
greater fullness than for the preceding years. 

The column headed "Revenue" III the following table includes 
the ordinary and extraordinary non-borrowed revcnues provided 
by law and, so far as taxatIOn was concerned, actually assessed. 

TABLE I 
REVENUE AND EXPENDITURE ACCOUNTS, 1915-1926 

(In mIllions of me) 

• 
YEAR ENDING JUNK 30 REVENUB EXPENDITUR& EXCE88 01" 

EXP&I'I'DITUB& 

1915 • 2,730 5,828 3,098 
1916 2,R63 12,550 9,687 
1917 • 5,50a 21,661 16,158 
1918 7,607 26,532 18,8-35 
1919 • 9,914 33,337 23,423 
1920 . 15,513 27,882 12,369 
1921 . 19,288 37,49:J 18,205 
1922 • 20,412 37,599 17,157 
1923 . 19,.566 24,470 4,914 
1924 • 20,533 21,156 623 
1925 • 20,440 20,023 417" 
1926 . 20,300 18,901 1,489" 

• Excess of revenue over expenditure; proVll!1onai in the case of 
1926. 

IBJancio del Regno d'Italw, 1862-1913, p. 419. 
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The column headed "Expenditure" in the same fashion presents 
the lawful budgetary commitments for the successive years: 
some of these commitments have been liquidated by actual pay
ment within. the respective fiscal year, or subsequently, and 
others remain hanging over the budget as unliquidated liabilities • 
(residui passin") or are eventually curtailed or cancelled. Refer
'ence to the latter groups of commitments will be made presently. 

If, now, we examine the CaB" accounts of the Treasury, we find 
that the sums taken in and paid out are altogether different from 
those in Table I. Inasmuch as what is to be said about the 
adjustment of the residual accounts requires that account be 
taken of actual payments, a statement of actual collectiom of 
non-borrowed revenue and adool disbursements of authorized 
appropriations is useful. In this case, of course, the operations 
reported bear no necessary relation to the fiacaI years in which 
they occur. The figures for 1926 are provisional. 

1915. 
1916. 
1917 • 
1918. 
1919. 
1920. 
1921. 
1922 • 
1923 • 
1924. 
1925. 
1926 • 

TABLE II 
RECEIPTS AND DIsBURSEMENTS ACCOUNTB, 1915-1926 

(In milllons of hre) 

y .... ENDING Jl1NII 30 RIICmPTB DISBVlIUJI_ 

· 2,340 4,812 
2,894 9,991 
3,701 17,389 
4,971 26,106 

· 5,921 25,846 
8,649 20,515 

· · · · · . . 11,281 23,946 

· · · · 14,233 20,428 

· · · . . 16,099 18,054 

· 18,654 16,007 

· · · · · 20,566 18,490 
21,499 18,697 

The steady excess of actual disbursements over actual receipts 
is, of course, the cause ofothe constant borrowing of the Treasury. 
Yet great as the disbursements were, they equalled the lawfully 
incurred commitments in no year prior to 1925-26; while the 
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collections steadily forged ahead until, in 1924--25, they overtook 
and passed the comnutments for that year, as apparently they 
were able to do again in 1925-26. In connection WIth the fig
ures for the fiscal year 1923-24, both for receipts and dISburse
ments, we shall have something further to say on pp. 349 and 
354 

The complex situation which the Treasury was called upon 
to meet as the war proceeded, and for years after its conclusion 
is best brought out by a survey of the main figures in its cash 
statement, taking only the closing date of the fiscal year. In 
the following table, the column headed "General Fund" repre
sents cash in the Treasury; that headed "Credlts" includes 
moneys in process of collection, and the Wee. The column 
"Obligations" embraces a wide variety of outstandmg securIties, 

TABLE III 
STATE Oli' THE PUBLIC TREASURY ON JUNE 30 FROM 1915 

TO 1926 
(In millions of me) 

EXCI:88 0 .. 

JUNB 30 GENIIBAL AUTHOBIZBD TOTAL OUTHTAI'ICDIHO 

FuND CRBD1T8 RESOUBCES 
OBLIGATIONS OBLIGATlONS 

Ovaa 
RUOUBC&8 

1914 347 1,435 1,782 1,170 + 612" 

1915 178 1,672 1,850 3,068 1,218 
1916 328 1,891 2,219 4,934 2,715 
1917 492 2,529 3,021 10,014 6,993 
1918 1,108 5,374 6,482 18,467 11,985 
1919 920 12,128 13,048 30,209 17,161 

1920 2,473 13,267 15,740 32,602 16,862 
1921 2,291 20,631 22,922 38,252 15,330 
1922 3,065 17,201 20,266 42,092 21,826 
1923 4,580 6,045 10,625 41,8.36 31,212 
1924 1,944 5,173 7,117 38,425 31,308 

1925 1,277 2,717 3,994 29,754 25,760 
1926 3,003 6,488 9,491 29,711 20,220 

• Excess of resources over obligations. 
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advanceB, accounts current, and other pending liabilities. The 
figures are in millions of lire.' 

At the beginning of the war, the general cash fund quickly 
came in sight of exhaustion, and the Treasury's resources con
sisted largely of credits as yet unrealized.. As the payments 
indicated in Table II kept piling up, and the assessed and collect
able revenues set forth in Table I failed to come to hand promptly, 
the cash balance had to be built up by more and more frequent 
resort to borrowing. Slowly, &fter the war, the needs of the 
State began to diminish, and the credits became more liquid. 
The retirement of short-term indebtedness or its conversion into 
debt of more distant maturitieB not only permitted (since 1923) 
the decisive shrinkage of the miscellaneous obligations of the 
Treasury, but it also made it possible to diminish the cash bal
ance. Formerly substantial, this balance had been brought 
down, by June 30, 1925, to about 1,300 million lire. 

In the following tableB (IVa,!Vb, IVc, and IVd) will be found 
the classification of expenditure from the beginning of the fiscal 
year 1914 through the fiscal year 1925. This classification is 
based in the main on material contained in official memoranda 
of the Italian government prepared in connection with the 
negotiations for the funding of the Italian foreign public debt. 
Table n'b presents in comprehensive fashion the main groups 
of appropriations and commitmenta in the general budget. 
Table IVa shows appropriations for military, naval, and related 
purposes during this period. Table IVc shows military, 
naval, and related expenditures actually attributable to the war. 
Table IVd giVeB the expenditures which grew out of the ~ 
such as pensions, direct assistance, and other forms of relief.l ' 

In all of these cases, let it be recalled, we are dealing with the 
budget of appropriations, or more correctly, of authorizations, 
the bilancio di competenza. 

• Based upon Documenn, December, 1923, p. 83, and Bollettino 
d, fIOh.M economu:he, 1925, p. TJ5. 

I. A dJfT .. rent d'\SSlficatJOn of the appropriations for expenditure 
is derived from Documenn, December, 1923, p. 2S3 and followmg, 
where appears the statement of ETil1'oM '1Ipe84 dello StaIo, 1913-192J. 
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TABLE IVa 

NORMAL MILITARY, NAVAL AND Am SERVICE EXPENDITURIII 
1913-1924 / 

(In millIons of hre) 

YZAR ENDING 
T&rAL 

AIUlT" NAVY- Am 8&BVIC.· MILITARY 
JUNB 30 EXP&XDITUB.· 

1913. 461 261 722 
1914. 465 313 . .. 778 
1915. 459 350 .. 809 
1916. 602 263 . .. 865 
1917. 769 205 . ... 974 
1918. 764 184 948 
1919 952 250 .. 1,202 
1920. 1,420 279 . .. 1,699 
1921 . 1,392 430 .. 1,822 
1922 . I,MO 643 2,153 
1923 2,020 792 10 2,822 
1924 2,006 815 174 2,995 

• War expendItures are not mcluded. 

MAIN CLA.'S8lF1CATlON or EXPENDITURE, 1914-1923 

(In nulhons of hre and percentages of total expenditures authorized) 

INTBR-
&aT ON, PZB- PZB- PZR- Pn-

AND CENT- C"'"'" MILI- C.,.,... PE"'" C.,.,... 
FIscAL RKTIRB- AGB CIVIL AOB TART AOB 810KB AOB TarAL 
Y...,. "ENT or AD" or A1fD or (non- or 

or. TOTAL TarAL 
PUBLIC 

NAVAL TarAL .,vll) TarAL 

DBBT 

-----------------------
1914 630 174 1.615 531 896 295 ... .. 3.041 
1915 568 97 1.967 338 3.293 565 .. .. 6.828 
1916 735 59 3.638 290 8.177 651 .. 12,sso 
1917 1.148 53 6.354 293 14.129 652 30 2 21.661 
1918 1.684 64 5.61\ 211 19.083 719 154 .6 26.532 
1919 2.624 79 6.539 196 23.956 719 218 .6 33.337 

1920 3.974 142 14.325 51. 8.493 306 1.090 39 27.882 
1921 4.105 llO 22.06<l 688 10.202 272 1.122 30 37.493 
1922 4.851 129 24.570 653 6.771 180 1.407 38 37.699 
1923 6.234 214 13.813 564 4.001 164 1.422 5.8 24.470 -- lOO,496 ~ Total 25.453 no 436 99.001 43.0 5.443 24 



I,.,.". 
Y"AR B8'I' ox 
E,.".. THB 1,,-
1"0 nBJfAL 

JUX. PUBLIC 
30 Dn1' 

- 1-
1913 605 
1914 638 
1916 666 
1916 687 
1917 804 
1918 1,476 
1919 1,761 
1920 2,130 
1921 3,667 
1922 3,756 
1923 4,234 
1924 3,664 
1926 4,000 

TABLE IVb 
CLAssIncATIOlf OJ' ExPElfDITUBE8 DumNO TBB FIscAL YEAB8 1913-1925 

(In millions of lire) 

Ex ....... I-
'I'OBII 

MII.I- Expn- No. Cox-
TART DITt7.S MAL CoLO- IIIIC'I'IID ~ 

Esp",,,- eo,,- MILI- PUBLIC 80cuL "UL PUBIdC WITII TH", BO .... C.uorrAL 
DITI1R. XIIC'I'IID TABY WOBU PU. Ex ... x- IXIITBUo- MAXAO .. CoX- AocouJI'I' 
rORTS. WITH Exp ... • I'0Il_ DI'I'UBD '1'10. II&~ .A.JrI) BTBUo-

WAR TH. DITUB. R8JfD ..... 'I'IOX 
WAR INQ or 

POBIdC 
a •• VICD 

---------------------------------. .... .... 722 498 8 -10 111 6881 65 304 

2.2H "86 778 493 9 -10 131 "766 71 272 
809 633 10 151 144 '655 64 438 

7,040 607 866 485 13 149 145 1640 43 224 
12,018 1,069 974 433 13 131 166 609 37 1,962 
15,858 2,754 948 476 16 128 185 628 21 3,448 
16,346 6,935 1,202 605 23 • 136 244 698 19 1,652 
8,634 '2,972 1,699 857 28 160 636 1,918 19 "610 
2,051 7,167 1,822 1,221 95 212 705 2,265 9 4,433 
2,225 8,125 2,163 1,982 145 260 791 3,935 349 1,737 
7,666 18,057 2,822 1,915 61 .t46 802 4,072 455 1.194 
4,841 7,660 2,996 1,840 65 404 909 6,085 203 3,296 

674 3,284 3,611 1,816 108 236 979 6,037 363 2,666 

.loco 
AXCT 

BALAXC 
1'l'1:li8 

69 
73 
84 

119 
111 
128 
126 
273 
150 
247 
181 
128 
74 

, More than 41,1103,000 hr. ancluded an the opec.al account relatlDg to the AdJDlmotrat.on of Tnpohtama and C .... na.ca. 
• Includ .. 289.411,000 hre repreoentlDg elIpend.tur .. relatlOg to the IDIhtary Upecht.OD of Tnpohtama aDd Cll'ellalca. 
• More than 46,663,000 hre mcluded .. for note G 
4 Includ .. 168,029,000 hre repr_ntlOg eq>end.tureo .. for note Ii. 
, Includ .. 40,613,000 bre repreoentmg eq>end.tureo .. for Dote b. 
1 Includ .. 41,932.000 bre repreoeDtlD1l expeDd.tureo .. for note Ii 
• More thaD 410,000,000 hre were pa.d WIth the lUue of paper money or out of ~eoial fundo depoo.ted WIth the Treaoury 
• DeductIOn .... made of 60,000,000 bre loaDed to the Federal loot.ltute of Credit for the reooootruct.lOD of Venetla.' TIIlII 

operat.oD wao Jiqwdated duno,later yea ... 



TABLE IVe 
EXPENDITURES FOR PunPOSES DEPENDING ON AND CONNECTED WITH THE WAR, 1914-1925 

(In mJlhons of hre) 
(Year endmg June 30) 

, 
NATURII O. TUB EXPENDITURES 1914 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 

--f--- ---------------------------
War pensions d •• 1 20 102 146 242 702 998 1,224 2,232 2,012 
Mlhtary &.881stance 439 855 1,364 1,543 445 192 198 110 103 75 
AMI18tance to war refugees .. 6 20 68 208 398 109 14 

Exrt!11~~u:'~z~~,t1:r r:&:t~:~:'D~! 
of enemy lubJects and for the pro-
tection of Itahan mtereeta en-
truated to neutral countrle8 " 6 20 69 213 23 7 4 1 .. 

RNtomtlOn of cIvil government ID 
the liberated rpglol18 • ., .. .. .. .. 8 175 232 106 30 35 

in5 Compensations for war damagee " .. .. .. • 508 988 1,303 873 472 
ReconBtruc:tlOn of real property dam-

8ROO tn Vanetla .. .. .. .. .. 459 230 622 322 60 6 .. 
Rf'conatructlon 10 the new provinces .. .. .. .. .. 511 132 391 238 412 .. .. 
Expendlturt'4 for the cIvIl adrruwa--

tratloD m the new proV1DC('8 .. .. .. .. 21 275 344 551 205 78 .. .. 
E.l'.nd,tu...... for tho •• chanae of 

1,198 55 ustnan paper money .. .. .. .. .. .. .. 82 14 
E:lc.:I~;!:ree for mternahonal con- .. 8 4 3 13 25 16 13 38 28 20' 15 
DetiC'lt of the railway adminIstration 

.nelud'na the bnee of th. new prov-
inces . ' 21 .. .. 970 1,062 162 2,449. 178 

E.pond,turee for •• chaolle and com-
nU88100a .' 21 21 96 127 5,780 14 

Esppndlturea for manbme transpo .... 
tation .. .. 30 716 3,392 1,155 1,251 99 1,1491 0071 1750 

E.p.nd,tu ...... and 100808 of the food 
adnllwat.ratlon .. .. 2 3 21 28 19 29 3,500 8,151 1,24Of 300 

TolBl 36 507 1,069 2,754 6.935 3,382 7,157 8,125 18,057 7,560 3.284 



• The paymenta for war peDB10DS ddl'er ooDSiderably from the final resulta of the ft!II>eCtive Iiacal years, OD account of the 
delay In th ..... bqwdatlon. 

• Of wluch 410.000,000 were paid _ WIth opecIai funds of the treasury and new l88Uee of paper money 
• The Iiacal defiCIt of the Rallroed AdmuustratlOD for the Iiacal year 1923-24 amounta &0 411,341,000 bra. The larger pay

menta refer &0 I'eelduaJ defiClta of previOUS years whIch had DOt been bqwdated. 
• Refere &0 payment of prevlOUB defiClta whoee hqwdatlon .. 88 delayed. 
• Includee 819,483,000 bre for the fulcal year 1923-24 and 129,393,000 bra for the Iiacal year 1924-25 88 espenruturee for the 

bqwdatloD of the Merchant Manne AdmlDlStratloD. Theee espenruturee are, however, oompenaated m part by recelpte relating 
to crech te of 8&ld AdmJlustratlOn 

f Includee 150,863 bra for tbe fulcal year 192~23; 140,026 bre for the fulcal year 1923-24; and 10,376 bre for the Iiacal year 
1924-25 88 espenchtures for the bqwdaIJoD of Food AdmlDlStratlon. Theee espenchtures are com_ted, In part, by recelpte 
.. steted m the note ahove. 

TABLE IVd 

MlLITAIlY ExPENDlTUBES DmECTLY DUE TO THE WAIl, 1913-1925 
(In JJJJllions of hre) 

YIIAB ElfDlKO J'ITNWI 30 1913 1914 1915 1916 1917 1918 1919 ..1920 1921 1922 --- ----------- - ----
Army . .. .. 1,961 6,566 11,382 14,853 13,972 7,730 1,483 1,340 

Navy .. .. 135 375 532 930 1,235 819 538 822 

Defence of the Colomee .. .. 15 7 15 14 14 10 12 

E'tendlturee for the Home 
roop. Detecbed for tbe 

Colomee. • • • .. .. 103 92 89 61 125 75 18 46 

E"lenruturee for TroOpalD 
orelllD Lande. • • .. .. .. .. . . 17 

Total .. .. 2,214 7,040 12,018 15,858 15,346 8,634 2,051 2,225 

1923 1924 1925 
------
7,246 4,674 438 

247 132 123 

.. .. . . 

49 16 8 

23 19 Ii 

7,565 4,841 574 



NATt7R11 01' TAX ... 1914 1915 1916 

------
DIrect tax .. 6407 5924 7209 

CultoD18 and tax .. 
on production- 6214 4620 6436 

Net proceede olin-
dUltnal monop-

647.1 5733 '1005 011 .. and lottery 

Tax .. on bUIlD ... 
traneactlona 2939 2988 3379 

Total national 
tasatlon 2.0031 1,9265 2,4028 

TABLE V 

TAX REVENUE, 1914-1925 
(In millions of lire) 

(Year entung June 30) 

1917 1918 1919 1920 

------------
1,0579 1,6316 2,0656 2,333 8 

9293 1,1310 1,2517 1.8823 

846.0 1,129 6 1,5211 2,007 8 

4483 5886 8135 1,2983 

3,2816 4,3808 5,6519 7,Il222 

1921 1922 1923 1924 1926 
---------------

3,9946 4,903 8 4.4337 5.5000 6.6490 

2,3808 3,6416 4,038 2 3,7000 3.9321 

3,0135 3,1586 3,3155 3,3480 3,4269 

1,7479 2.3912 2,428 0 2,7600 3.0421 

11,138 8 13,9952 14,2154 16,3080 16,050 1 

• Includ .. the ratea of oxcha...., for ....tom dutl" and the reompta from oomm ..... al monopoll .. eetahllahed in 1919-20 and 
tranaformed IDto IDwrect tax .. In 1921-22 

... 
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In Table V are given the tax revenues, again according to the 
bilancio di compete1illa. The data are drawn from the same 
source as that relating to' expenditure, namely, the official mem
oranda of the Italian government prepared in connection with 
the negotiations for the funding of the Italian foreign public 
debt. In Appendix D appears some discussion of the growth of 
tax revenues and the nature of fiscal policy in these years. 

The following tables aim to show in detail the receipts for 
the three fiscal years, 1923-24, 1924-25, and 1925-26. Table 
VIa presents the authorized budget figures for those years (bilancio 
di competenza), while Table VIb shows the actual receipts (incasn 
di bilancio, inclusive of riscossioni and all other sorts of actual 
income) for the same years. 

The very large total for 1923-24, in Table VIb, requires a 
word of explanation. It arises chiefly in connection with the 
extraordinary section of the budget, under the item "other 
extraordinary receipts" (altre entrate straordinarie). In Table 
VIc appears an analysis of the principal receipts in the extraor
dinary budget (incassi di bilancio), for the two years, 1923-24 
and 1924-25. The larger part of the receipts here listed are 
seen to proceed from accounting adjustments. In view of the 
fact that the official figure 25,792 million lire for receipts con
sisted of so many accounting adjustments, Professor Mortara, 
in his ProspeUiIJ6 Economiche for 1925, made use of a figure 
authoritatively put forward as representing the actual cash 
receipts clear of all accounting additions. This figure is 18,654 
million lire, which is the one we have adopted in the table on 
page 341. 
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TABLE VIa 

ORDINARY AND EXTRAORDINARY ~VENUES, 1923-1926· 
(Bda7lCW d, Competenza) 

(In millions of lire) 

YBAR ENDINO JDN. 30 

ORDINARY 

1923-24 1924-26 192&-26 

Direct taxatIon 6,200 4,801 6,600 
Taxation on transfers of property and bUSIDCN 

2,499 3,343 tranB8.CtloDB 2,920 
Taxatlon on transportation 123 129 132 
Stamp dutIes on CODBumptlOD 136 118 143 
Indirect taxatton (OD consumptIon) 

1,466 1,790 EXCIse and hceIlBe 1,363 
Tax on WlDe 318 461 41 
Supplementary tax on beveragce 73 236 
Customs duties and harbor dues 913 618 766 
Exchange surcharge on customs duties 1,403 1,144 2,111 
Other consumptlOD taxation 366 301 329 

Specisl contnbutlon 8UppOrt of wounded 
veterans 269 399 67 

Monopohes 3,611 3,518 3,850 
ReceIpts from pubhc aervacee 

Posts, telegraphs, and telephones 911 812 
Sundry BervlCe& 79 93 77 

ReImbursements 625 682 672 
Miscellaneous Ii60 760 823 

Total onhnary 18,871 17,702 19,986 

EXTBAOBDlNAllY 

1>1~~::'=!:~~d~~mB dutu!IJ 
02 

01} 09 46 

8~:~f!~~~~ffi~d feee 
01 32 1 
01 02 

Poets and telegraphs 03 03 
Repayments and eontnbutlODB 14 114 14 
DISposal of war matenal 118 1'12 69 
ReceIPts from recovery of sums wBburaed 354 75 112 
ReceIpts from the new proVlDceBI 199 
Sale of goods rece1ved on account of repara,-

tlODB 450 390 10 
MIscellaneous 676 612 207 
Cash balances f~m hQwdatloD autoDomo~ 

adDlJD18tratloD, merehant manne 1,441 
ReceIPts from bqwdatJon of Muuatry of Food 72 .. 

Total edraonhDBry 1,585 2,830 404 

TOTAL ALL R""BNUE 20,457 20,533 20,390 

• GazzeU4 ulficoak, July 24, 1925, and July 20, 1926. 
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TABLE VIb 

SSI 

ORDINARY AND ExTRAORDINARY RECEIPTS, 1923-1926· 
(In millIons of hre) 

Ya ... ENDING JUNa 30 
OBDINA.T 

1923-~ 1924-25 192';"'26 

National domain 29 88 268 
DII· ... t Tasatlon' 

A. Permanent 
(1) Landed property 129 134 148 l2) Improved property 197 244 2-)3 
3) Intanalble property . 2.986 2.672 3.137 

B. Ttim~~ro6t.. •• 607 528 542 l2) Capital f,B1D8 due to war 218 180 166 31 Capital general) 812 984 1.009 r Corporation Omcen' f_ 17 8 3 51 DI .... ton· feee •• 7 8 3 
6 Supertax 205 283 137 
~) DIVldenda 48 58 82 
8) Otben 231 135 36 

Total cbrect tasatlon 5.456 6,132 6,656 

Taxa,:: :.:~':!!:: a~l;'.!~..!' t:: buai~ 2,475 2,853 3,271 
Taxation on transportation 275 232 294 
Stamp dut.1es on consumption 120 129 141 
Indl .... t taxation (on consumption): 

Ex .... and boenae 1.480 1,391 1.845 
Tas on WIDe 601 386 ~1 
Supplementary tax.. OD bev~' aDd 

meata 8 .... 
Customa dutlea and barbor duea (in.luwna 

axob ....... urob ..... ) • 2,183 2.314 2.865 
Collee • •• • 193 245 .229 
Petroleum 97 128 78 

Total inwrect taxation 7.330 7,678 8.952 

Special contributioDi in IUPport of wounded 
397 veterana 215 57 

Monopobea. : : : : • • • : 3.631 3.631 3.868 
Re .... pt. from pubbo oerV1oea and IIlI8OIlI-

Jaaeous. 2,398 2.769 2.138 

Total ordinary 19.139 19.513 20.838 

ErruOBDIHA.T 

Reimbul'II8menta 887 29 102 
Mlacellaneous reoeIpta from d.spooal' of' war 

matenalo •• •••• 193 108 51 

r.:a!t~~f !~':o~~r:-:u.0e8adnu~u=ab;'na 130 "'60 ... 
132 19 

Other extraordinary receiPt. • 5.191 805 831 
Recovery from past yean 321 61 159 

Total extraordinary • 6,654 1.053 661 
Tar.u. ALL Rmca,PT8 • . 25.793 20.666 21.499 
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TABLE VIc 

ExTRAORDINARY RECEIPTS, 1923-1925 
(IncasSt dt buancw) 
(In millions of lIre) 

YEAR ENDING JUN .. 30 

1924 1925 

(Principal accountmll: adjustments) 
Reimbursement of expenwture by the gov-

ernment for the merchant marme, on ac-
count of vanous publIc servICes, and 

19 ~nvate concerns 683 
A Justments of war tune food admullstra-

tlon accounts 132 60 
Rellllbursements from, and proceeds of 

speCial operatIOns durmg the \\ ar, hereto-
fore not rroVlded for m the budget 

Transfer 0 the unexpended balance of the 
2,600 

Treasury's current account for the mer-
chant marme (accounts formerly handled 
outside the budget but later mcorporated 
therem) 1,184 

(Princ~al Items conccrninll: the two 
cal years - 1923-1925) 

Reimbursement of ell:p<.'ndlturc 91 354 
Payment of advances made outsl<le the 

budget . . 4 62 
Interest on advance havmcr.t~ to the Na-

tIonal Institute of t 1(,\' cDellan Provmces 
for War Damages 201 7 

Sale of surplus v. ar material 193 lOS 
Sale of material received from Germany 

under the reparation clauses of the 
Treaty of VersaIlles 1,035 310 

ReCeIPts from Juhan Venetia and Trent 130 
ReceiPts from Privateer: owned railroads on 

account of mcrease paa.'lCnger rates 261 

A detailed analysis of the expenditure, as authorized for the 
fiscal years, 1923-1926, is shown in Table VIla; while in the fol
lowing table, VIlb, appear the actual disbursements effected. 
In both Cllses, the classification is by ministries. It will be 



BUDGETARY PRACTICE S5S 

recalled that since the reorganization of the administrative 
structure of the government by the Fascist Administration. 
pensions. supplies. and other items formerly spread through a 
number of departments. have been gathered into the Ministry 
of Finance. This fact. and the large expenditure on capital 
account. explain the magnitude of the funds disbursable by the 
Minister of Finance. The disbursements in Table VIIb for the 
fiscal year 1923-24 are very large. The figure officially reported 
is again as in the case of the receipts for that year greatly swollen 
on account oC extensive account adjustments. ProCessor Mor
tara. endeavoring. as in the case of receipts. to arrive at a figure 
wholly Cree from accounting elements. submits a total derived 
from an authoritative source oC 16,007 million lire as the actual 
cash disbursements. This figure we have used in the table on 
page 341. 

TAFT..E VIla 

ORDINARY AND ExTRAORDINARY ExPENDITURE, 1923-1926· 
(Bdancw di competenza) 

(In milllons of hre) 

MlNIBTBT 

Finance. • • • • • • 
JUstice • • • • • • 
Forei~ Affairs. • • • 
Colonies. . • • • • 
Public Instruction. • • • 
Interior . ••• • 
Public Works •••• 
Communications • • • • 
War • • • • • 
Navy ••.•••• 
National Economy • 
Aeronautics. • • • • • 

Total 

1924 

13,063 
411 
144 
414 

1,067 
687 
744 
934 

2,368 
1,155 

168 

21,155 

YUB ENDING lUN. 30 

1926 

11,379 
448 
148 
420 

1,208 
884 

1,082 
1,147 
2,262 
1,010 

259 

20,247 

1926 

6,938 
494 
202 
406 

1,380 
683 

1,258 
252 

2,803 
1,089 

308 
560 

16,373 

• GazzeUa ujficiale, July 24. 1925. and July 20, 1926. 
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TABLE VIIb 
AtTUAL DISBURSEMENTS BY MINISTRIES, 1923-1926· 

(Pagamentt dt /nlancw) 
(In millions of lire) 

YEAR ENDING JUNII 30 

MINISTRY 

1924 1925 1928 

FInance 19,2226 11,7604 10,475.3 
Justice 4274 4207 4662 
Foreign Affairs 1239 1493 163.4 
Colorues 4375 2598 422.6 
Public InstructIOn 1,0982 1,142 9 1,309 4 
Interior 6289 736.3 6124 
Public Works 1,3640 1,1909 1,2476 
CommUnIcatIOns 1,0964 1,068.9 4493 
War . 5,9323 2,6394 2,6984 
Navy .. 1,8104 9634 1,0792 
NatIOnal Economy 2200 244.4 3687 
Aeronautics 0 0 370.9 

Total 32,361.6 20,5766 19,664.0 

• lind. 

m. THE RESIDUAL ACCOUNTS (RESIDUI) 

It becomes necessary to revert to the unsettled aCllounts 
concerning which something was said at the beginning of this 
Appendix. As was pointed out on page 331, the Italian Treasury 
does not necessarily disburse exactly the amount that is author
ized to be disbursed in the fiscal year for which it is appropriated, 
if indeed it disburses any portion of that amount at all. A great 
multitude of circumstances may operate to delay, or wholly to 
prevent, actual disbursement; and again, other circumstances 
may delay or wholly prevent the collection of revenues properly 
assessed and legally due. In the event that the amounts 
assessed and due can be collected, it is conceivable that in normal 
times the Treasury will accumulate liquid funds of some size. 
In abnormal times this, of course, is impossible; then, no large 
funds can be collected and can be accumulated except through 
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borrowing. Mention has already been made of the possibility 
of employing unexpended balances (which in Italy as in most 
other countries comprise the bulk of what is known as the 
general fund of unappropriated money in the Treasury) for the 
purpose of retiring short-term obligations and even state currency. 

An accurate comprehension of the nature of these suspense 
accounts known as residui is of paramount importance for a 
person attempting to measure the extent of the budgetary bur
den of Italy in the near future. On June 30, 1925, the residual 
liabilities of the Italian government not only for the fiscal year 
ending on that day but for all preceding periods amounted to 
16,309 million lire, that is to say, in the state in which accounts 
stood at that time, this large amount of obligations had yet to be 
settled. On the other hand, the residual assets, if one may use 
such a term, amounted to 6,867 million lire, that is to say, taxes 
and other revenues aggregating this amount was still due to the 
Treasury or remained to be accounted for in some fashion. An 
adverse balance of 9,442 million lire would, therefore, appear 
to exist.u 

But among the sums due to the Treasury and aggregating the 
total of 6,867 million lire just mentioned, there appear the pro
ceeds of authorized borrowing amounting to 2,613 million lire. 
This borrowing was specifically authorized in order to meet 
specific appropriations. Inasmuch, however, as the Treasury 
had been able, in the three fiscal years 1922-1925, greatly to 
expedite the collection of revenue, the borrowing had not been 
necessary. This sum, therefore, amounting to 2,613 million lire, 
is no longer to be regarded as a resource or asset to the Treasury 
and in due time will be stricken from the list of residual assets. 
When this deduction haS been made, the potential but unrealized 

U For the information contained in this and the following para
graphs concernmg the re8'l/lui, the author IS mdebted to the kind
ness of the Accountant General of the Italian $Overnment, Pr0-
fessor Vito De Bellis, who furnIShed the informatIOn upon request. 
Reference may be made also to the extenSlve records relatmg to 
re8ldu' 10 the rendwniU generall con.runhul of recent years and 
also to the sets of Documenti (May and December, 1923) mentioned 
in note 2, p. 332. 
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resources of the Treasury would amount to 4,254 million lire as 
agamst posslble liabilities of 16,309 million lire, thus presenting 
an adverse balance of 12,055 million lire. 

The composition of the residualliabllities is exceedingly com
plex. Many of the items which comprise this account in no way 
reflect or give rise to an actual movement of cash. Again, many 
of these items are capable of transformation into simple account
ing adjustments or are disposed of through the issue of securities, 
as was the case with the allocation of bonds either to cover war 
damages or to make up the reserves against which were issued 
insurance poliCles for wounded veterans. Taken all in all, the 
non-cash items aggregate 5,498 million lire in the category of 
expenditure and 869 million lire in that of revenue. Hence, the 
sum actually to be paid in cash, if and when liquidated, would 
amount (always as of the date of June 30,1925) to 10,811 million 
lire and the sum actually to be collected to 3,385 million lire, a 
deficit, therefore, of 7,426 milllon lire. 

The most searching scrutiny has been directed by the general 
accounting office into the nature and necessity and all attendant 
circumstances of such sums whose eventual liquidation would 
involve the payment of cash for its receipt. The elimination of 
superfluous expendlture, which the necessarily slow operation 
of government had considerably delayed, became an objective 
of paramount importance directly after the war; and during 
the three fiscal years, 1922--1925, the revision of all these belated 
suspense accounts has been carried on with the utmost rigor. 
At the end of the fiscal year 1922, the residual assets had stood 
at 22,270 million lire and the residual liabilities at 43,060 million 
lirej three years later they had been reduced, as indicated above, 
to 6,867 and 16,309 million lire, respecilvely. 

Analysis of the total of 6,867 million lire of unrealized assets, 
as they stood June 30, 1925, throws some light on their signifi
cance. Thirteen per cent of the total was represented by items 
to be adjusted by bookkeeping transfers. Forty-eight per cent 
consisted of the proceeds of authorized borrowing, of authorized 
sales of goods or property, and like operations. Thirty per cent 
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of the total was to be covered by the yield of taxation, due but not 
yet in hand. Of this 30 per cent scheduled to be received in the 
guise of tax payments, 2,089 million lire in all, it appears that 
1,311 million lire were actually in the possession of tax collectors, 
but had not yet been paid into the government. Fmally, 9 per 
cent represented various unrealized receipts, such as 180 millions 
due from the sale of deliveries in kind under the reparation 
clauses of the peace treaties, and 228 millions due from provincial 
and communal administrations by way of reimbursement of 
advances. 

The following Table (VIII) shows the composition of the 
residual assets as of June 30, 1925. 

The reasons for delay in disposing of the residual liabilities 
are numerous and fairly familiar: in the case of contracts, delay 
or non-compliance in ful.filling the work; in the case of personal 
services, pensions and the like, delays in satisfying routine 
requirements. Table IX shows the composition of the residual 
liabilities as of June 30, 1925. The first two items, as indicated 
on page 356, automatically drop out; the balance of 10,811 mil
lion lire is presumably covered to the extent of 3,385 millions 
expected to be realized from the residual assets, and the net 
liability will amount to 7,426 million lire. 

Of the significance of the probable ultimate burden of net 
liability not liquidated, Accountant General De Bellis, when 
transmitting these data to the author, wrote as follows: "Unques
tionably this burden must impose a program of the strictest 
economy upon the public finances of Italy. Yet we may look 
forward with confidence, not only because a fairly large part 
of the residual liabilities will result in cash payments only over 
a number of fiscal years, but also because the settlement of the 
older residui is balanced, on the whole, by the formation in each 
year of new residui. Moreover, the gradual improvement of 
the budget as a whole, and the progressive reduction of the 
items which occur in the residual accounts combine to fore
shadow the development of an absolutely normal situation in 
the not distant future." 
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TABLE VIII 

REVENUE DUE BUT NOT YET RECEIVED, JUNE 30, 1925 
(RESIDUI ATTIVI) 

(In millions of IJre) 

SUM8 Co,," 
LBCTBD BY SU.,8 

DUCBIPTION OJ' A88ZT8 
AGENTS BUT Y£T TO B. TOTAL 

NOT YBT RIICIIIY .... L. 
PAID INTO 

COLL&CT&D 

TREASURY 

Accounting adjustments 259 610 869 

ReceiPts in the categories of 
capital movements and 
railroad construction 

Proceeds of borrowmg, in-
c1udmg borrowmg for rall-
road constructIon • .. 2,791 2,791 

UnrealJzed credIts 79 79 
Sale of property. . .. 5 5 
Various antIcipatlOns 409 409 

Total 3,284 3,284 

Receipts from taxation 
Direct taxes. . . 1,182 497 1,679 
Cacttal turnover tax : . 59 217 276 
In ect taxes (consumptIon) 42 53 95 
Industrw monopolJes • • 21 11 32 
Quinme 7 7 

Total 1,311 778 2,089 

V mous receipts 
Relmbursements from prov-

inces and communes. . .. 228 228 
Proceeds of sale of reparation 

delivenes • • • • • .. 180 180 
Miscellaneous 217 217 

Total 625 625 

General total of Residual Assets 
June 30, 1925. 1,570 5,297 6,867 
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TABLE IX 

OBLIGATIONS 0., TBlII ITALIAN TREASURY (OTImB THAN PuBLIC 
DEBT) NOT YET LIQUIDATED, JUNII 30, 1925 (REswm PA881VI) 

(In millions of hre) 
Accounting adjustments . . . . . . . . . . 3,369 
Expenwture effected (I.e. dlsbursements) and charged up 

agwnst the proceeds of borrowmg . . . . . . . 2,129 
"Advances to the State Railroads for construction and re-

lated purposes, subject to reimbursement 1,524 
War pension payments. . . . . • 830 
Debt amortization allocations 2M 
Colonial admml8tratlon . 175 
Publio instruction 299 
National economy 286 
Publio works. • • • • • . . . . .. 2,080 
Wartime military, naval, and air-eervice expenditure 2,446 
Merchant marme subsidies. . . . . . . . .. 367 
Expenditure mcurred m connection with industrial monopo-

bes, or tJOsts, telegraphs and telephones • . . •• 612 
Civil administration, mlSCeI1aneous 1,928 

Total • • • • 16,309 



APPENDIX C 

DATA RELATING TO THE PUBLIC DEBT 

I. PRE-WAR DEBT HISTORY 

ONE of the first tasks to be undertaken by the unified Italian 
Kingdom was the consolIdation of the public debt recognized 
by the states absorbed in the new Kingdom. This was not a 
simple task, inasmuch as the vanety of forms of debt had been 
quite extensive and the records concerning its distribution were 
of uneven value. In the end, little attempt was made to drlJer
entiate between the various debts which were brought together 
as consolidated debt (rendda). By virtue of the laws of July 
10 and August 4, 1861, the government set up the Gran libro del 
debtto pubblWJ italiano, wherein were incorporated all the irre
deemable debts of the governments which had come to an end. 

The new debt was divided into two main groups, one at five 
per cent, and the other at three per cent, the total of these main 
categories amounting to 2,241 million lire. From 1862 to 1875, 
the heavy deficits led to frequent issues of rendita. In the year 
1865 alone, new debt was incurred in excess of a half billion lire 
and m the following year no less than 836 million lire of borrowing 
took place. This, of course, was the year of war with Austria, 
itself expensive and tenninating with a substantial payment to 
the Austrian Government, the funds for which were raised 
through the sale of rendita. 

It is hardly necessary to follow year by year the growth of 
the public debt. In the late SIxties the improvement in the 
revenue account of the government made it possible to make 
somewhat less use of the process of borrowing to cover deficits; 
but by this time the redemption of previously issued indebted
ness had begun to call for increased appropriations serving in 

860 
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tum to force further borrowing. In the two years 187(}-71, 
forced loans of irredeemable bank notes to the Treasury aggre
gated 322 million lire. The problem of digesting this unwieldy 
and unwholesome debt was one of the first to be solved by the 
administration representing the parties of the Left. By virtue 
of a law of April 7, 1881, the government contracted a loan 
with the National Bank - at that time the principal bank of 
issue - taking the form of 36.4 million lire of rendtta, 5 per cent, 
having a nominal capital value of 730 million lire but eonsisting 
of 644 million lire in specie. The National Bank secured the 
funds with which to make the loan from certain Italian sources, 
but chiefly from two banks in London and one in Paris. Ap
proximately 651 million lire of indebtedness were cleared up 
through this operation, not all of it, however, from the category 
of forced bank loans. Although in form this operation con
sisted of the conversion of one form of domestic debt into 
another, in substance it constituted the first large-scale foreign 
borrowing of the new Italian State. 

During the twenty years terminating in 1905, railroad con
struction constituted the chief source of borrowing. Adminis
trative deficits and pensions, however, also figured largely, par
ticularly in the closing years of the nineteenth century in which 
also occurred another resort to borrowing by means of forced 
currency issues. An approach to the task of completing the 
consolidation into rendita of the various forms of short-term and 
floating indebtedness was begun in the middle nineties. In 1894 
two new tax-free categories of rendita, respectively at 4.5 and 
4 per cent were created to serve for purposes of converting the 
5 per cent category. Eight years later, rendtta bearing the rate 
of 3.5 per cent was created to be used in converting various issues 
of redeemable debt and the 4.5 per cent rendita, having a special 
guarantee against further conversion to a lower rate of interest 
until June 30, 1916. 

TM ureal. financial operation oj Italy in the fieUl oj Mr pUblic 
debt took place in 1906. In consequence of the law enacted June 
29 of that year, the four and five per cent llate~ries of I'endita 
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del conBolidalo were converted into the category of 3 5 per cent 
with the exception of certain specially ear-marked issues of the 
4.5 per cent rendtla held by hospitals and other charitable insti
tutions. This important conversion not only .:ut down the 
burden of interest payments in striking fashion, but it led to the 
rapid repatriation of a large portion of the earlier issues which 
had gone abroad in consequence of the operation of 1881 and 
successive French and British purchases of Italian public securi
ties. The following figures show the initial effect of the opera
tions upon the annual debt charges (including both redemption 
and interest payments). 

EXPENDITURE ON INTEREST AND JlMORTIZATlON or THE PuBLIC 
DEBT, 1902-1913· 
(In millions of hre) 

YSAR ENDI"fG PERPETUAL 
RBD&&MABL& 

I,.,..,B-
TOTAL JUN" 30 DEBT MKDlAn 

1902 480 86 128 694 
1903 4S6 82 119 687 
1904 484 80 119 683 
1905 481 79 119 679 
1906 479 79 114 672 
1907 430 78 97 605 
1908 3<;0 78 104 562 
1909 380 80 110 670 
1910 380 83 114 677 
1911 380 90 119 689 
1912 370 90 119 679 
1913 360 90 149 699 

• Not mcludmg peDBlOns. Taken from the Bllancio del Regno 
d'ltalUJ dal186B al191B-lS. 

In consequence of the heavy cost of the Libian War, the debt 
charges rose for the year 1912-13 to 737 million lire of which 
about 360 million were on account of the perpetual rendila. 

In the main the growth of the public debt from the time when 
Italian political unity was established is to be ascribed to the 
railroad construction program and the constant accumulation 
of budgetary deficits. The total carrying charges of consolidated 
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and floating indebtedness increased approximately four times 
in the half century before the war. 

On June 30, 1914, the public debt of Italy consisted of the 
following main categori~ and amounts.l 

The Consolidated Debt 
Million lire 

Rendda. • • • • • . • • . • . • • 9,922 
Redeemable • • . . . .. .... 4,918 

Floating Debt (including short-term certificates, cur-
rency notes and current accounts) 926 

Total. • • . • . . . • 15,766 

D. THE DOMESTIC DEBT DURING THE WAll. 

During the fiscal year 1914-15, the debt position was seriously 
modified in consequence of the necessity of preparing for any 
emergency. Advances from the banks of issue to the Treasury 
amounted to 1,613 million lire and the Treasury's own notes were 
inoreased by 268 million, while not less than 1,087 million of 
redeemable bonds were issued (maturing in 25 years, bearing 
4.5 per cent interest and issued at 97) and brought into the 
Treasury approximately 970 million lire. At the end of the 
fiscal year 1914-15, the situation stood as follows: 

The Consolidated Debt 
Rendw • 
Redeemable 

Floatmg Debt 

Total. 

Million liT. 

• 9.922 
• • 6.006 
• • 2,768 

• • • • 18.696 

With the f11Itrance 01 Italy into the war, dependence 'Upon credit 
operation, rapidly augmf11lted the public debt. In this first full 
fiscal year of war-time finance, the addition to the national debt 
amounted to 5,162 million, comprising mainly redeemable bonds 
of varying maturities. The first step towards the borrowing of 

I These debt figures for the period down to June 30, 1923 are taken 
from the DOCtImenti, December, 1923, p. 222. 
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money abroad for military purposes was also taken this fiscal 
year. In vIew of the special character of these transactions 
abroad, the dIscussion of their amount, objects, and the pro
cedure followed in Incurring them is taken up separately on 
page 371 

On June 30, 1916, the statement of the domestic debt was as 
follows 

The Consolidated Debt 
Rewhta 
Redeemable 

Floatmg Debt 

Total. 

MUlwn ImJ 

9,922 
9,869 
4,066 

• 23,857 

In the following fiscal year, the Treasury turned to a great 
consolIdation loan on a 5 per cent baslS, in consequence of which 
nearly 4,700 mIllion hre in redeemable debt was retired. But 
the expenditures of the milItary establishment and the tre
mendous eost of imported cereals and fuels led to a great increase 
in the short-tIme financing of the Treasury. At the close of the 
fiscal year, 1916-17, the debt position of the Treasury, 80 far as 
domestic obligatIOns were concerned, was represented by the 
follOWIng amounts 

The Consohdated Debt 
Rewltla 
Redeemable. . 
Long-Term (fIXed maturIty bonds) 

Floatmg Debt ..... 

Total. 

MUlwn ltre 

17,064 
5,171 
2,422 
9,037 

• 33,694 

The fiscal year 1917-18 witnessed some of the most trying 
penods from the finanCIal as well as the mIlitary point of vIew 
experienced by the belligerent nations DespIte heavy borrow
ing in London and Washington as well as less extensive credIt 
operations in other centers, Italy was obliged to borrow right 
and left at home. Another large issue of the 5 per cent consoli
dated loan brought in some 6}2 billion lire, while short-term 
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Treasury operations provided about the same amount. As of 
June 30, 1918, the debt statement included the following obli
gations outstandmg: 

The Consolidated Debt 
Rendua • • • • • • • • 
Redeemable . . . . • . • 
Long-term (fixed maturity bonds) . 

Floatmg Debt 

Total. • • • • • • • 

Mlllumlir. 

• 23,752 
• 5,113 
• 3,078 
· 16,459 

• 48,402 

Even though hostilities came to an end less than five months 
after the beginning of the Italian fiscal year 1918-19, the volume 
of military and civil expenditure incidental to the conduct of 
the war hardly diminished. It was impossible to demobilize the 
financial machinery of the State any more rapidly. Apart from 
the issue of three, five, and seven-year bonds, the credit opera
tions of the Treasury were mostly confined to the category of 
1l0ating debt, so that on June 30, 1919, it had outstanding the 
following domestic obligations: 

The Consolidated Debt 
Rend,ja • 
Redeemable 
Long-term 

Floating Debt 

Total • 

Million lire 

• 23,514 
• 5,067 
• 5,835 
• 25,797 

• • 60,213 

A supreme effort to absorb a large portion of UuJ floating indebt
edness, which MW nearly equalled UuJ funded debt, was 14ndertaken 

in tAe fiscal year 1919-20. A nation-wide appeal on grounds of 
patriotism led to the conversion of approximately eight billions 
of both funded and unfunded indebtedness, the consolidated 
five per cent rendita being augmented not only by this amount 
but to the extent of eleven billion lire additional in the form of 
new subscriptions. The good effect of this operation on the 
floating indebtedness was somewhat neutralized by substantial 
recourse to banking advances (2,307 million lire) necessary to 
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enable the Treasury to assist in the difficult task of industrial 
readjustment. At the end of the fiscal year 1919-20, the domes
tic debt of Italy appears to have corresponded to the following 
statement 

The Consohdated Debt 
Rcrubta 
Redeemable 
Long-tRrm 

Floatmg Debt 

Total . 

Mlllwnllr, 

43,275 
5,020 
4,013 

22,188 

74,496 

It may be of interest, at this point, to bring together the 
results of the domestic borrowing operations of the Italian 
Treasury, during and just after the war. The six great loans 
to which reference has been made in the preceding pages yielded 
the following amounts, beside which are shown their rough 
equivalents In lire of pre-war purchasing power. 

SUJlSCRIPl'ION TO THE NATIONAL LoANS, 1914-1920· 

IN MILLION8 or Ix MILLIO:MIJ O. 

Lm .. (actual) LIRII (accordlDlI 
to pr ..... ar vatu .. ) 

December, 1914 881 93.1 
June, 1915 1,124 878 
December, 1915 2,637 1,547 
January, 1917 3,700 1,613 
January, 1918 5,926 1,632 
January, 1920 18,385 3,624 

Total 32,653 10,227 

. • From offiCial memoranda of the Italian government prepared 
m connection WIth the negotiations for the fundmg of the ltahan 
foreign pubhc debt, 1925. ThIS table is taken from material pre
pared by Professor UVI of the UniverSity of Trieste. The reduction 
to pre-war values was made on the basIS of wholesale prices compiled 
by the StatIStical SerVIce of the League of Natwns. 

The total short-term public borrowing at home during the 
period between July 1, 1914, and June 30, 1920, would not be 
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easy to calculate, since renewals could not be readily separated 
from new borrowings; but what is important is that by 1919 the 
outstanding Boating debt amounted to nearly twenty-six billion 
lire, and at the conclusion of the period to a little over twenty
two billions. Finally, the currency issued by the Treasury 
directly had increased from about 500 million lire (June 30, 1914) 
to 2,269 millions (June 30, 1920); and the banknotes advanced 
by the banks of issue to the goveJ;Illllent under authorizations 
granted early in the period under review aggregated 10,333 
million lire at its end. 

There can be no thought, of course, that the total financial 
oost of the war to Italy is represented by the aggregate of nearly 
seventy-five billion lire of indebtedness (as of June 30, 1920). 
Many billion lire had still to be added in the course of the next 
few years, when all the extra-budgetary operations were brought 
within the scope of the budget, and when the clearing-up of the 
prodigious mass of Boating accounts (reBidui) was carried along. 

IU. THE DOMESTIC DEBT, 1920-1926 

The untoward condition of business generally, and particu
larly that of the industrial community, affected the govern
ment's finances adversely in the fis"al years 1920-21 and 1921-
22, and constant resort was had to the issue of short-term 
certificates of the Treasury. 

Inasmuch as these two years are not characterized by striking 
differences in the growth of the public debt, they are embraced 
in the following single statement, which, therefore, covers the 
period July I, 192O-June 30, 1922. 

Consolidated Debt 
Rendlta • 
Redeemable 
Long-term 

Floating Debt 

Total • 

MIUion llre 
. JUTI630, 1921 JUTI630,192! 

44,382 
4,971 
5,619 

31,388 

86,360 

44,448 
4,920 
7,232 

36,148 

92,748 
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The Fascist AdministratIOn has succeeded in reducing the 
public debt. The hIgh-water mark of the domestic debt was 
reached during the fiscal year 1922-23. It was in the fifth 
month of that year (November, 1922) that the Fascist Adminis
tration began. At the time that Professor de' Stefani, the first 
Minister of Finance of the new r~gIme, undertook the systematic 
reorganizatIon of the domestic debt as one of his first tasks, 
it was expected that by 1924 the domestic debt would have 
exceeded one hundred bIllion lire. At the outset, of course, it 
was clear that any impression to be made on the gross debt 
must come by way of reducing the cost of temporary accommo
dation of the Treasury and by converting as much of the out
standing floating debt into oblIgations of lower interest rates and 
longer maturitIes as pOSSIble. 

In order to accomplISh the first object, namely, the cheapening 
of the cost of temporary borrowing, the government took a num
ber of measures intended to restore public confidence in the 
solvency and future prospenty of the state. These measures 
are indicated on page 100; it will suffice here merely to mentIOn 
the rapId reorgaruzation and slIDplIfication of the tax system 
and particularly the friendly gestures of private capital involved 
in the abolition of the inhentance tax and related policies. 
Judicious support of the rendda and other securities, either 
directly on account of the Treasury or mdirectly through private 
channels, soon began to cause a steady upward swing of market 
quotations for all the funded debt until several varieties actually 
reached their par value in 1924. The cost of Treasury borrowing 
was steadily brought down according as the determination of 
the government to incur no new debt, domestic or foreign,came 
to be realIzed by the public in general. The results achIeved 
from year to year are discussed m the following paragraphs. 

1. FUJcal year, 1922-23. So far as relates to retirement or 
conversion of debt, little could be accomplished in the seven 
remaining months of the fiscal year. 'While about 770 million 
lire of floating debt was retIred or converted, the total funded 
debt increased by 3,435 million lire because the budget continued 
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to be unbalanced. At the end of the fiscal year 1922-23, the 
total domestic debt consisted of the following amounts: 

The Consolidated Debt 
Rendlta . • • • • • • • 
Redeemable . . . . • . • 
Long-term . . . . . . . • 
Bonds for reconstruction in Venetia 

Floating Debt 

Total . 

MUlionlir, 

44,445 
4,867 

10,741 
5 

35,486 

• 95,544 

2. Fiscal year, 1929-24. In 1923-24, the internal debt was 
reduced on balance in this first full year of the Fascist regime by 
2,380 million lire. The total decrease amounted to five and 
one-half billions but this was in part offset by increases exceeding 
3,100 millions. 

The policy outlined for the fiscal year 1922-23 was followed 
with great success during 1923-24. Treasury certificates of less 
than one year's maturity were retired with the proceeds of nine
year bonds; and three- and five-year bonds were likewise taken 
up or exchanged. The increases in debt consisted in the main 
of nine-year bonds and Venetian reconstruction issues. By the 
end of this fiscal year, the credit of the government had been so 
strengthened that the average interest rate on short-term 
borrowing for the entire fiscal year did not exceed 4.80 per cent. 

3. Fiscal year, 1924-25. During the fiscal year 1924-25, a 
further reduction was effected, this time to the extent of 2,316 
million lire. Once more the reduction was due to the retire
ment of short-dated Treasury obligations in the main, but over 
a billion lire of three- and five-year bonds were also converted. 
The unexpended balances in the Treasury permitted some use 
to be made of liquid funds in meeting notes and certificates as 
they came due. Account must be taken here of the retirement 
of banknotes issued on Treasury account, as well as of currency 
directly issued by the Treasury. The out.<>tanding total of notes 
of the three banks of issue for which the Treasury was liable 
declined from 7,764 million lire on June 30, 1923, to 7,476 
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millions twelve months later, and to 7,072 rrullions on June 30, 
1925. The currency notes of the Treasury itself declined from 
2,428 million lire outstandmg on June 30, 1923, to 2,100 rrullions 
on June 30, 1925. As pointed out on page 343, various Treasury 
operations in these two years, particularly during the year 
1924-25, reduced materially the general fund in the Treasury. 

In the following table the state of the debt at the end of each 
of the fiscal years, 1923-24, 1924-25, and 1925-26, is shown, but 
in slightly different form from the annual summaries submitted 

THE AGGREGATE INTERNAL DEBT, 1924-1926 
(In millIons of lIre) 

CLA881I'lCATlOlf JtllOI 30, Ju .... 30, 
1924 1926 

All pre-war debt 12,531 12,488 
Perpetual and long-term 

loans ISSUed durmg and 
just after the war 35,998 35,998 

Treasury bonds: 
Nme-year . . • 4,000 5,996 
Seven-year. . . 4,000 4,000 
Flve- and three-year . 3,468 2,415 

Bonds for reconstruction in 
VenetIa 

'bonds 
471 908 

~enty-five-yea~ at 
4.75 per cent .. 

Redeemable bonds of former 
1,443 

Austro-HungarIaD Empire 
at 4.36 per cent 10 

Total funded debt 60,468 63,258 

Floatmg debt: 
Treasury certificates 22,236 17,589 
Currency notes of 5, 10, and 

25 lIre. .. 2,428 2,100 
Bank notes on government 

account 7,476 7,068 
Accounts current 555 832 

Total floatmg debt 32,69.5 27,5.'\9 

Aggregate mternal debt 93,163 90,847 

JtI".30, 
1926 

12,443 

35,997 

6,836 
4,000 
1,672 

1,075 

1,420 

10 

63,453 

17,832 

2,100 

6,729 
1,195 

27,856 

91,309 
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in the preceding pages, because of the fact that the Official 
Gazette has been segregating pre-war debt issues, from obliga
tions issued after 1914. The statement, based on the GazzeUa 
ufficia18 of July 20, 1926, presents the domestic debt position 
as of the summer of 1926. 

In November, 1926, -too late for more than mention in this 
book, then in page proof, - the Fascist Administration decreed 
the obligatory conversion of all treasury bonds or certificates of 
7 years' maturity or less into five per cent bonds inconvertible 
for at least 10 years. This gigantic operation, together with the 
currency measures mentioned on pp. 197 and 508, will relieve the 
treasury of preoccupations over floating or short term debt ma
turities for years to come. 

IV. THE FOREIGN PUBLIC DEBT, 1915-1926 

Italy's foreign borrowing began with an agreement between 
the Italian and British Treasuries in July, J915, in accordance 
with which Great Britain was to grant Italy a credit of 60 
millions pounds to be expended for supplies either in Great 
Britain or other markets where British credit had been mobilized. 
It would appear that this first British credit carried certain con
ditions. It seems to have been in connection with it that the 
Italian Treasury sent to London a large portion of the country's 
gold stock. In all not less than 562,360,000 lire in gold coin or 
bullion were transferred from Italy to England in the form of a 
deposit in the Bank of England. Of this total 158.7 millions 
were drawn from the reserves of the Italian Treasury, 272.1 
millions from provincial funds on deposit in the Bank of Italy, 
and 131.5 millions were loaned by the three banks of issue to the 
Italian Treasury for the purposes of the transfer.1 

The nature of this series of deposits is by no means clear. 
Neither government has yet published any formal report of such 
a character as to establish the past or present relation of the 

I Stringher, Memorill riguardanli la circolazion6 ,II mercato mone
tano, Rome, 1925, p. 20. 
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gold comprising the deposit to the metallic reserves of the British 
and Italian currency systems. There can be no doubt that the 
Italian deposit served to furrush some support to the Bnbsh 
currency system during the time that credits were being extended 
by Great Britain to Italy. 

BritISh credits continued to increase in volume throughout 
the war. Italian purchases of supplies were financed by Great 
Britain, either directly or indirectly, down to the intervention of 
the United States III the war. From the very outset the officiaIa 
of the Bntish Treasury! provided that the interest accruing 
monthly on the deposit should be automatically compounded. 
This interest was to be calculated on a basis which would be 
governed, in the main, by the cost of money at the Bank of 
England. As a matter of fact the rate has averaged 5 per cent 
per annum. The Itahan Treasury arranged to deliver to the 
Bank of England special bonds maturing within less than a 
year and providing for payment in gold hre. These bonds are 
80 phrased as to be made payable to bearer, should the British 
government elect so to use them in that fashion. It appears 
that the capital of the British credits to Italy is about 377 mil
lion pounds, and the unpaid interest thereon amounted, by July, 
1925, to 216 million pounds. These amounts when converted 
into gold lire represent, respectively, 9,508 and 5,487 millions. 
The official statement of the debt to Great Britain was reported 
by the Italian Treasury as of the end of July, 1925, as amounting 
to 14,595,055,400 gold lire, or 594.5 million pounds. 

The Uwted States Treasury extended credit to the Italian 
government within less than a month after the declaration of a 
state of war between Germany and the United States. The 
first credit opened at Washington in the name of the Italian 

• Great Bntain had had considerable experience in this connec
tion. Loans were made by Great Bntam to Frederick the Great, to 
the coahtIons agaIDBt Napoleon, to France and SardmIa 10 the 
Crimean War, even to SardmIa alone (£2 millions) 10 1859. Four 
centuries before England's assumption of the role of banker for 
c:WJerent Contmental countries fightmg on her Side, she herself had 
borrowed from the bankers of North Italy, then the pnnclpal finan
Cial center of Europe; see p. 383. 
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government bears the date of May 2, 1917; the last credit so 
extended was dated April 30, 1919. Between these two dates 
$1,815 millions were creilited to Italy; but on March 1, 1919, 
an unused balance of $125 million was withdrawn and subse
quent adjustments and withdrawals brought the figure down 
to $1,647,869,197.96.' 

• There WIIB one particularly complicated adjustment which gave 
rise to a rather confused public diSCUSSion in 1921. It illustrates I!O 
well the mvolved nature of these transactIOns, that we reproduce the 
conCise report on It contamed m the Annual Report of the Secretary 
of the Treasury for 1921, pp. 37-8. 

ThIS balance of credit in favor of Italy was extended for 
the purpose of enabhng the Itahan government to make such re
Imbursements in dollars to the British government as should 
be found due. DISpoSItion of this credit was as follows: 

In the purchase of certam classes of commodities in this 
country for war purposes, and in certain other transactions con
nected With the war, the BritiSh government acted for France 
and Italy, who perIOdically reimbursed the British government 
out of the proceeds of advances from the United States Treasury. 
In setthng these accounts, wluch had extended for many months, 
it was found that the amount of rClIDbursements still to be 
made by the Italian government to the BritISh government 
was $16,695,06391, and that the French government had 
overprud the British government m excess of this amount. On 
March 30, 1921, an advance of $16,695,063.91 was made to 
Italy for the purpose of makmg said reimbursement to the 
British government. The mdebtedness of Italy to the UDited 
States government was increased by thia amount. In accor
dance With an agreement, the British government, at the time 
of the advance of said sum of $16,695,063 91 to the Italian 
government, SlmultaneouslY'prud a hke sum to the Secretary of 
the Treasury to be apphpd upon obhgatlOns of the French 
government held by the United States. As a result of t.lui1 
apphcatJon, the indebtedness of France to the United States 
government was reduced in a hke amount, by applymg $151265,-
504.26 as a payment on account of the prmcipal 01 the oDliga
tlons of the French government held by the UDited States, and 
$1,429,559.65 lIB a payment of the accrued mterest to date of 
payment on said sum of $15,265,504.26. It will be noted 
that in carrying out this transaction no funds passed out of 
the United States Treasury, but that its effect was to adjust 
the accounts between the United States, the Italian, the French 
ADd the British governments. 

The remrunlDg $18,226,128.82 of the balance of credit in 
favor of the ltahan government, above mentioned, was with
drawn on March 30, 1921. 
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The Italian government gave for each credit so extended an 
obligation of the general tenor and purport of those delivered by 
Great Britain and the other countries in whose favor the Treas
ury at Washington opened similar Credits. These obhgationa 
have, of course, been superseded by definitive bonds IlUbmitted 
under fundmg arrangements in the cases of countries whose 
debts to the United States have been funded; but it will be of 
some interest perhaps to glance through the text of one of these 
engagements which for several years constituted the BOle evi
dence by way of a formal instrument of the debts of the Associ
ated Governments to the Government of the United States. 
In noting the references to interest rates, the reader must bear 
in mind that as they stood in the poSBession of the Treasury 
down to, and through most of the year 1925, these obligations 
uniformly provided (in consequence of our own domestic legl8-
lation) for an interest rate of 5 per cent. 

The Royal Itahan Government, for value received, prolIl18ea 
to pay to the Uruted States of America, or aSBIgD8, the 8um of 
on demand, with mterest from the date hereof at the rate of 5 
per cent per annum. Such prinCipal sum and the mterest thereon 
will be paid at the Subtreasury of the Uruted States in New 
York, or, at the optIOn of the holder, at the Treasury of the 
Uruted States m Washmgton in gold coin of the Uruted States 
of America of the present standard of weight and fineness, or, at 
the optIOn of the holder, at the Bank of Italy in Rome in gold 1ue 
at the fixed rate of and at such other place of payment 
Without deduction for any Italian taxes present or future. This 
certificate will be converted by the Royal Itahan Government, If 
requested by the Secretary of the Treasury of the United States 
of America, at par, with an adjustment of accrued mterest, mto 
an equal par amount of 5 per cent convertible gold bonds of the 
Itahan government conformmg to the proviSIOns of Acts of 
Congress of the United States known respectively as the Second 
Liberty Bond Act, Third Liberty Bond Act, and Fourth uberty 
Dond Act. If bonds of the Uruted States issued \Dlder authonty 
of said Acts shall be converted into other bonds of the United 
States bearing a higher rate of interest than 4~ per cent per 
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annum, a proportionate part of the obligations of the Royal 
Italian Government of thiB series acquired by the United States 
under authorIty of 8&ld acts shall, at the request of said Secretary 
of the Treasury, be converted into obligations of Bald Royal 
Itahan Government bearmg interest at a rate exceedmg that 
preVloUBly borne by thiB oblIgation by the same amount as the 
interest rate of the bonds of the Uwted States issued upon such 
conversIOn exceeds the interest rate of 4~ per cent by not lees 
than the highest rate of interest bome by such bonds of the 
United States. 

For the Royal Itahan Government 

Date •.............•... 

The machinery of the credits at Washington operated prin
cipallyas follows. The Treasury delivered a warrant to the duly 
authorized Italian representative, indicating when the Federal 
Reserve Bank of New York would be prepared to honor it; the 
proceeds of this warrant then became a deposit of the Italian 
government in a bank or banks of its selection, and against 
it the authorized representative of the Italian government might 
draw for the purpose of purchasing within the United States 
supplies having to do with the condutt of the war, or paying for 
services directly connected wit~ the transfer of the purchases 
to Italy. The loans made by Great Britain and the United 
States to Italy were in no sense huge volumes of specie capable 
of being taken out of the lending countries and used for any pur
pose whatever in Italy; nor were they even bundles of British 
and United States currency handed over the counter to the 
Italian Treasury officials to be spent in England or the United 
States on any objects which such officials might deem it expedi
ent to buy. There is some illusion on this subject in many 
circles where the details, and for that matter the antecedents, 
of these great loan transactions of the war period have been 
forgotten, if they were ever known. So minute was the super
vision of the Treasury of the United States over the credits in 
question that its officials reserved the right to refuse the ilEue 
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or honoring of warrants, the proceeds of which, in their opinion, 
were not to be expended upon purposes dlrectly relating to the 
war I 

It will be recalled that the credits granted by the United States 
to the powers Wlth whlCh It was associated in the war against 
Germany were all expendable ill the Uruted States. To a large 
extent, the same limltation rested upon the credits accorded by 
the British government. The following lIsts mclude all the 
c(lmmodltIes actually acqulred by and services actually debited 
to, the ItalIan Government either in Great Britam or the U.uted 
States e The lists do not show quantities, nor the dates of 
acquisition by the ItalIan government. Nor will they serve as 
preCIse indiCes of the value of the composition of the exports 
of the United States directly connected Wlth the partiCipation 
of Italy in the war; for example, the large amount set down for 
coal- £37.5 millions - represents purchases made from the 
British credIt which could hardly have been pOSSible but for the 
quantity of coal which the United States was able to funush ill 
place of regular British supplies (hunker coal in the Atlantic, 
Canbbean, Far East, etc). Finally some debatable items, such 
as transportation charges of the United States Shippj,lg Board, 
do not appear.7 

• See much oC the correspond"nce ill Senate Document 86, 67th 
Cungres8, 2d Ses8UJn; and the article of former ABs18tant Secretary 
oC the Treasury Rathbone, "MakIng War Loall8 to the Allies" m 
Foretgn AffatT8, New York, AprIl, 1925, pp. 371-98; see also lIem
'ngs be/ore Senate Commlttee on Fmance Untied Statell Senate 67th 
Cungres8 18t Se88UJn on S. 2135 (the first Cundmg bill), June 29-
Jwy 28, 1921. For general offiCIal records of the TreMury see the 
Annual Report 0/ the Secrel4ry 0/ the TTeaJtUry on the State 0/ the 
Fmance8 for the respectIve fiscal years smce 1919 Other heanngs 
and the Cungresswnal Rerord contam Il118cellaneous data on the 
snbject. UnoffiCial dIscUSSIOns worthy of note are those of F18k, 
The Inter-AUg Debts, New York, 1924; NatIOnal Industrial 
Conference Board, The Inter-AUg Debts and the Untied States, New 
York, 1925i Mautner, Dte Verschuldung Eur0pa8, Franklurt

j 
1923. 

• These lists are mcluded ill officIal memoranda of the talIan 
g<>vernment prepared ill connection Wlth the negot13ti0Il8 for the 
fundmg of the ItalIan foreign publIc debt, 1925. 
, 7 The question of Italy's obhgatloll8 for transportation services 
performed by the United Statea Sruppmg Board is rather com-
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VALUIII OP COMMODITIES PURCHASED UNDER UNITED STATES 
'fRmASURY CREDITS 

POODSTUPP8 

Grain", includm~ purchases through the Inter-Allied 
Wheat ColllllllilSion •••••••. 

F10ur • 
Rice. 
Rye • 
Sugar • 
Bacon 
Ham. • • 
Boiled Meat • 
Tripe .. 
Corned beef 
Sausages. 
Frozen Meat 
Condensed Milk 
Salt Meat • 
Dfled FISh • 
Shoulders • 
Tongues. . 
Cottonseed Oil . 
Vegetable Seed Oils 
Roast Beef . 
lk·ef Loaf . 
MIScellaneous 

Copper 
Steel . 
Brass • 
Cast iron 
Zme . 
Tm plate 

CRUDE AND MANUPACl'URED METALS 

In dollar. 

342,592,802.00 
2,848,774.37 

735,175.19 
500,00000 

9,230,697.54 
32,270,688 34 
22,919,70844 
15,923,942.34 
10,662,854.73 
8,970,75902 
8,004,987.13 
5,586,040.01 
4,639,11194 
4,082,615.74 
3,942,026 93 
3,390,553.56 
3,170,081.10 
2,626,102 00 
2,379,502.63 
1,856,70382 

876,027.60 
3,200,213.39 

49,736,53521 
38,514,380 22 
12,286,656 73 
7,397,378.99 
4,203,599.68 
3,777,931.48 

plicated. In a printed Memorandum o/IM Royal Italian Govern
mmt an ConnectIOn WIth War Tra1lllportahon Furntshed ••• dunng 
1M War and the Armtsl1ce Penod (New York, 1921) the Italian 
government, through an authorized representative, contended that 
whereas It had been debited to the extent of $64.8 rrulllons~he total 
cost to the United States amounted to but $31 4. rrulbons. .l'.dIlphasis 
was laid upon an undertaking that the transport service furnished 
by the United States p;ovemment durmg the war would not be 
operated for profit. The Italian government claimed a credit for 
$366 millIOns ($31.9 millions plus interest). When the negotmtions 
of November, 1925, began, argument on this set of accounts was 
waived by the Italian delegation in Its acknowledgment of the 10':; 
debtedness as cal('ulated by the United States Treasury. 
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Aluminum . . . . 
NIckel and Copper ruckel 
Rods . . ....•. 
Forgm:r" .. . 
Barbe< WIre and Steel ropes, lhe 

$0045 . 
MIscellaneous 

. . . . . 
326,923,514 at 

EXPLOSIVES 

NItrocellulose Powder 
Trmitrotoluol (T NT) 
CartrIdges . 
N Itroglycerme 
DynamIte 
Selerute . 
BahstIte 
MISCellaneous 

Railway wagons 
RAILWAY MATERIAL 

LocomotIves . . • 
Spare parts for wagons and locomotIves . 
Wheels 
Axles 
Steel springs . 

Gasolme . 
LubrIcating Oil 
Petroleum 
Grease . 
Vanous OIls 
Mlsoe11aneous 

Glycerine 
Plcne ACId . 

FUEL AND LUBRICATING OILS 

CIlEMICAL PRODUCTS AND DRUGS 

Ammoruum NItrate 
Naphtha . 
Caustic Soda 
Paraffin . 
MISCellaneous 

Cotton goods 
Blankets . 

MILITARY EQUIPMENT 

Overcoats .. ..... 
Horses and Mules and incidental expenses 

In dQIlar. 
2,976,693 19 
2,M38,10645 
2,640,497 84 

936,002 94 

15,AA1,581 25 
1,502,04502 

29,m6,54799 
10,788,870 64 
2,983,888 76 
1,937,509 00 
1,584,000 00 
1,496,000 00 

947,95137 
472,98027 

18,002,500 00 
9,161,32121 
4,240,60381 
4,221,799 09 
1,18.5,000 00 

481,51609 

19,805,093 40 
4,492,275 34 
1,443,0556.1 

2m,76672 
335,00000 
307,35607 

11,691,37349 
7,593,551 71 
3,130,73951 

729,297 80 
515,163 10 
459,51!l 18 
885,864 78 

5,134,59974 
2,046,484 30 

973,7m79 
1,326,m1.42 
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SUNDRY IfATEUAL 

Sundry Timbers. . 
Cotton lmterl and cleaned cotton 
Tarpaulms .. .. 
Motorcycles and spares . 
SearchliJl;hts and electrodes 

In dollar, 
4,727,557.71 
1,325,708 32 
1,248,150 95 

Cord and twine '" .. .. 
Tents, cranes, files, saws, len8C8, corks, films, mag-

979,88773 
773,39853 
508,923.08 

nets, gyroscopes, roof grrders, I18beBtos, bulbs, etc. 
Ml8cellanooUB . .. ..... 

3,277,303.31 
1,150,32076 

V ALum or CoIfMODITlES PtrnCHABED UNDER BUTlBH TREASURY 
CREDITS 

Various cereals . 
Sugar. . 
Frozen meat . 
Dried cod and herrings 
8almon . . 
Bacon and lard 
011 seeds. . 
Ml8CellanOOUB 

roODSTUJ78 

.' 

ARMS AND AMIfUNITION 

Cartridges, unfinl8hed and completed, projectiles, 
rilles, machine guns, guns, trench mortars, etc, 

Steel, . 
Aluminum 
TID . 
TID plate 
Copper 
Ca.8t iron , 
Ml8cellanCOUB 

Acetone , . 
N ltrocelluloae 
Picric aCid 
Benzol 
Toluol • 
Cordite • , 
TrlDltrotoluol 
Phenol , 
Nitrates, . • , 
Ammorua perchlorate 
CaUBtio soda . • 
M18CeIIanooUB 

EXPLOSIVES 

In poundt 
30,865,343-13- 1 
2,5.19,032-10- 9 

23,067,975- 4 ~ 
1,709,310-11- 0 

119,778-18-11 
405,54Z-11-11 
543,311-19- 8 
63,940- 3 -8 

20,504,243- 7 ~ 
440,805- 2 -8 
187,950-14- 9 
631,605- 5 -9 

1,164,190- 1-10 
377,268-19-10 
511,941-14- 0 
448,458-16- 4 

178,349- 4 -2 
2,575,079- 5- 6 
1,828,934-19 -2 

270,091-16- 6 
224,865-14- 8 
634,158-16- 4 

2,036,035-11- 5 
199,110-12- 5 

2,213,237-10 -3 
200,344- 0 ~ 
IOS.456- 2- 4 
38,644-16- 2 
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SUNDRY MATERIALS 

Sundry materials of eqUIpment and ammumtIons 
for the Itahan troops fightmg on the varIOUS 
fronts 

Gas masks 
Tractors and spares 
AutomobIle eqUIpment 
AIrplane fabrICS 
Sundries for aViatIon 
Barbed Wire . 
Jute and trench bags 
Quebracho . 
Ammoma sulphate, tans and fertilizers 
MISCellaneous 

CardIgans 
Field blankets 
Raw wool 
Jute 
Hides 
Army boots 
MISCellaneous 

CLOTHING AND EQUIPMENT 

In pounds 

7,856,65~19- 1 
3,550,OSI- 7- 4 

491,:.151- 0 -3 
126,56~ 8 -5 
364,81)s- 7 -2 
28:.1,499- 6--11 
218,165-15- 3 
659,4~13- 7 
126,002- 2 -7 
200,000- 0 -0 

1,388,822-11- 1 

1,141,324-19- 4 
2,084,679- 9 -3 
8,895,207- 9- 8 

425,000- 0- 0 
1,O!J,s,260- 7- 4 
3,822,717- 4- 2 

140,6O()-19- 5 

CHEMICAL PRODUCTS, MEDICINE, AND SURGICAL INSTRUMENTS 

Cotton wool 352,392-12- 1 
Qumme 389,040- 0- 0 
MISCellaneous drugs 844,49.5-17- 8 
MISCellaneous . 43,758-12- 1 

Coal. 
Petrol 
Heavy 011 . 
Vegetable oils 

FUEL AND LUBRICATING OILS 

37,511,167-15- 5 
571,444- 0-11 
l02,02fH4- 3 
48,594- 8- 1 

FREIGHT AND INSURANCE CHARGES AND FUEL 

For transportation of foodstuffs, coal and other 
materials by Enghsh and neutral steamers . 164,781,424-14-10 

v. THE FUNDING OF THE FOREIGN DEBT 

By the time the war ended, it would appear, accordmg to 
documents published in 1921,· that the BritISh government was 

8 Senate Docum£nt 86, 67th Cungres8, 2d SesltlO1l, pp. 16 and follow
ing. 
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most desirous of having arrangements reached whereby the 
aggregate of British loans to Italy should not exceed that of the 
loans made by the United States. In fact, writing under date 
of December 4, 1918, the Assistant Secretary of the Treasury 
cabled to Washington from London that he had been informed 
by the Chancellor of the Exchequer that any further action on 
the part of the British government would have to be determined 
by Italy's arrangements with the United States. 

After the war, desultory negotiations were inaugurated from 
time to time with a view to bring about the substitution of obli
gations having definite maturities and interest-paying provisions 
for demand notes or certificates held by the United States 
Treasury. Questions came up, as, for example, whether interest 
shculd be deemed to accrue upon unpaid interest, but nothing 
dcfinite was settled in this connection;' and the funding or other 
disposition of the debt remained in a state of suspense until the 
ncgotiations of 1925 began. 

The feeling during the year or two following the Armistice 
scems to have generally prevailed in Italy, as elsewhere, that 

I There appears to have been some not wholly defined assumption 
on the part of the Uruted States Treasury offiCials m 1917 that in
terest would be compounded; later, suggestIOns of the deferment 
of all interest payments brought forth deCided negatives from 
Washmgton. But the whole problem of mterest remamed in a 
nebulous state down to the end of 1921. &e Senat6 Documenl86 
and various HeaTlngs cited m note 5, p. 376, for correspondence 
and testimony on these pomts! on proposals dIScussed at Washmgton 
in April and May, 1920, for Identical procedure on the part of the 
treasuries of England and the Uruted States towards their conti
nental debtors (Heanngs ••• 011 S. 1185, pp. 110 ff), and rather 
mterestlngiy, in View of the positive declarations of the Treasury in 
recent years regardmg the lmkmg of German Reparation payments 
with the liquidation of the debts, the Treasury's letter of April 22, 
1919, to the representative of the Italian Treasury (Senat6 Docu
menI 86, p. 351) declaring that certam advances "Will be made 
only upon the understandmg ..• that all Umted States advances 
to Italy made after March I, 1919," (with certain other advances, 
and With certain exceptIOns) "shall be repaid by your government 
from the first receipts accruing to Italy in respect of compensation 
or indemnity from the enemy" .•. along with repayments to 
England, and subject to certain hmitatlODS. 



882 ITALY'S ECONOMIC POSITION 

the substantial yield of the reparation clauses of the Treaty of 
Versailles would enable Italy fully to liquidate her obhgatlOns 
to Great Britain and to the United States. It was recognized 
by the responsible offiCials of the United States government 
that as things stood Just after the war Italy was in no position 
to carry the burden of liquidating her debts to Great Britam 
and the United States unless her trade 81undd very flTeaIly expand." 

A. Italian Public Opinion OD the Debt Problem 

It would take a great deal of space to trace the trend of Italian 
public sentiment toward Italy's two important foreign debts 11 

The disillusionment of the Italian pubhc after the great depres
sion of 1920-1921 and the evaporation of any prospect of German 
deliveries led to the development of some bitterness mingled 
With cynicism, particularly in newspaper dlBcussions. Never
theless, the matter remained more or less on the fringe of things 
through the years 1921-1923, inasmuch as Italy was largely 
absorbed in her own internal reorganization. Moreover, there 
was always the possibility that, in the process of constant re
adjustment of Germany's obhgations under the Treaty, some 
happy formula might be hit upon whereby Italy's receipts 

10 Assistant Secretary of the Treasury N. H. DaV18 (subsequently 
Under-Secretary of State) wrltmg to the Treasury m December, 
1918, (Senate Document 86, p. 17), declared: "It IB apparent, there
fore, that Italy will have to Improve consIderably Its pre-war tradc 
in order to obtain sterlmg and dollars WIth whIch to pay mterest on 
theIJ' debts. I thmk, therefore, that we will have to carry thf'lr 
mterest for them for probably two or three years In addItIon to 
granting certain credIts durmg the next few months for the purchase 
of raw matenals WIth whIch to start theIr ex{X!rt trade." 

II The official matenal is to be found chIefly In the addl'e8lle!l of 
the Mmisters of Finance to the NatlonallegIBlatlve chambers. For 
numerous CItatIOns from the press, reference may be made to the 
Ecmwmu: Remew, London, pa881m, espeCIally March 6, 1925, P 
206; Poltlica, Rome, January-February, 1925, p. 211; Vila ltalwntJ, 
Rome, August-8eptember. 1925, p. 6';. RepresentatIve expres
SIOns of current non-official OpInIOn are to be found In such volumes 
as those of L. Gangemi, La poltlu:a economu:a e ji7I(J1IZUJTI(J del gooemo 
/a8C1.8W, Bologna, 1924, and E. Capuano, L'ltalUJ nuova, Naples, 
1925. 
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from Germany could be dedicated to the satisfaction of her 
London and Washington creditors. In 1924, however, ac
cording as the problem of getting the debts out of the way 
began to press more urgently for solution, the relative restraint 
that had characterized discussion in responsible circles other 
than those of journalism began to give way to rather sharp 
comment. For example, the long-buried but still unpaid debt 
of the British Crown to the Florentine banking houses of Bardi 
and Peruzzi, came in for a good deal of discussion on the part of 
important people like the former cabinet officer and distinguished 
economist, Luigi Luzzatti.12 

Another distinguished economist, Professor Flora of Bologna, 
writing in the early summer of 1925,18 declared categorically that 
Italy's negotiators must begin by asking a complete moratorium 
for ten years, without interest, in order that Italy's currency 
might be restored, and her trade balance rendered more favor
able. The next point on which the negotiators should insist, as 
Professor Flora thought, was that the debts be reduced by the 
amount, so far as ascertainable, of the taxes which the lenders 
had collected on the purchases made from the loans. Thus, 
since the United States Treasury had collected not less than 

11 During various years culminating in 1339, these bankers loaned 
to Edward III of England larp;e sums, only an lDSIgnificant fraction 
of'which was ever repaid. It was calculated by_ J. J. Berckum, 
(SlaalBchuLknproblem 1m Lichtll der kla88&aehen Nationaloko1iomw, 
LeiPZig, 1911) that the amount loaned would have a purchasmg 
power, m 1911). of about 60 DUllion francs. The exhausbve research 
of Armando I:japorl m contemporary records, British and Itaban 
points to an unpald balance of over 800,000 gold florins, which would 
have a sblllarger modem eqwvalent. SaPOll'S study was published 
at Florence m 1926 under the title La cn.n delle compagntll rnercan
Illi dei Bardi II dei Peruzzi. No payment worth menboning was 
ever made on account of elther prmCipal or interest, the latter 
having now compounded into veritably &stronoDllcal figures. 
Towards the last quarter of the nmeteenth century, one of the 
Peruzzi fanuly fruitlessly endeavored to have the ltaban government 
press his claim against the Brlt.lIm crown. 

11 Corrierll Mercanhle, Supplemenlo (Genoa) July 1 and 2, 1925, 
reproduced in Revue jinanmrll d 4conamiquIJ cI'lllllie, May-June. 
1925. 
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550 millions of dollars in excess profits taxes on ItalIan disburse
ments in the Uruted States from the loans made by the Treasury 
of the latter country, the sum to be repaid by Italy should be 
correspondingly reduced. But if grave difficulties should present 
themselves in the way of the successful conclusion of an agree
ment of this sort, Professor Flora felt that the Italian negotiators 
should stand out for the suppression of all interest or the selection 
of a very low rate, and the arrangement of low annual instal
ments at the outset. Finally, the principle of the Experta' 
Reparation plan should be applied, to the effect that cash pay
ments should not be exacted if their transfer might jeopardlze 
the stability of Italy's currency. 

A most elaborate analysis along the same line, with many 
expressions that foreshadowed the Italian proposals at Wash
ington, was presented by Senator VittoriO Rolandi Ricci, for
merly ambassador to the United States, in an address to the 
Itahan Senate on March 26, 1925" After reciting the ante
cedents of the problem With great amplitude, Senator Ricci 
reached the conclusion that the principle of general average 
ought to apply to the sharing of the costs of the Great War, 
but he felt that in view of the dtfficulty of developing an accept
able method for the allocation of financial 1088, the simplest 
course would be substantially to cut down the interest charge 
on Italy's debt to the United States, collecting no interest prior 
to 1935, with sinking fund payments beginning in U50 and 
extinguishing the capital sum in 1999. So far as the Italian 
debt to Great Britain was concerned, Senator Ricci pointed out 
that Italy and England had to get along together politically in 
the Mediterranean and on the continent, but that Italy's eco
nomic resources had to be taken into account. It was not 80 

much a question of how generous Great Britain would be as it 
was of how near her debtor's capacity that generosity would 
come. "As Martial once put it: • He alone has debts 'who can 
pay.'" The outcome of all the negotiations must vitally affect 
the life of Italy for a half century at least. 

If Diswrso· • •• BUi bilanci della jinaflZlJ e dell'enlrala, Rome, 1925. 
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The well-known economic writer, Professor Riccardo Bachi, 
writing in an important German review early in the summer of 
1925,11 declared that the dominant element in public opinion, 
occasionally finding expression on the part of political leaders, 
tended to view the gigantic debts of Great Britain and the 
United States as bereft of all juridical foundation and not prop
erly to be reg~rded as actual debts. According to this view of 
the problem, these transactions had the form of debts only 
because certain accounting requirements made it convenient to 
reduce to monetary form the co-operation of the various gov
ernments. In point of fact, the activities of the Allied Govern
ments were common efforts on both the military and economic 
fr()nts. Italy's contribution, of course, was chiefly military 
because of her location and the obvious necessity of breaking 
the resistance of Germany's principal Ally. Professor Bachi 
records all the arguments made to the effect that it wonld be 
absurd to hold Italy accountable for freight charges on ammu
nition intended to be discharged against the common enemy. 
particularly when profitable employment and even profitable 
fiscal relations were best in the countries owning the shipping 
and manufacturing the ammunition, to the industrial expan
sion of which the war gave rise. After reciting the history of 
the negotiations and calling attention to complaints that Italian 
industry had not assisted the taxpayers in the creditor countries, 
Professor Bachi enters upon a discussion of the burden of 
taxation in Italy as compared with other countries. 

Bachi also discusses a plan proposed by a Genoese financier. 
Ginella, to deal with the Italian debu. on the same basis as the 
German indemnities were handled in the ExpertB' Reparation 
plan. According to Ginella, the present value of the 132 billion 
gold marks due from Germany, assuming that the Dawes Plan 
would operate 25 years and capitalizing the annuities at the 
rate of 6 per cent, would be 40 billion gold lire. Assuming 
a proportionate reduction in Italy's debt to the United States 

II W",'schqftsdi8na,. Hamburg, July 3, 1925. P. 1013 and fol
lowing. 
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little more than 125 million gold lire would be required to be 
paid by Italy over and above her receipts from Germany accord
ing to the formal agreement as to the dlBtribution of the latter. 
After dISCUSSing the economic consequences of any such arrange
ment upon the Me of the Italian nation, and takIng into account 
the even greater obligations of Italy to Great Britain, Professor 
Bachi reaches the following conclusions: 

The payment of the annual mstalments to be requIred from 
Italy can take place only through an increase of Italy's exports 
of goods and serviCes. The creditor countnes, in order to receive 
payment, must make It poSSible for Italy to transfer that pay
ment. If the present hostility towards IIDmigratlOn from Italy 
contmues and lf tarLff barriers are steadfastly mamtamed agamst 
the IIDportatlOn of goods from Italy, then the payment of the 
debts Simply becomes impoSSible. The adjustment of tlua ex
traordmanly weighty problem must proceed on the Side of the 
creditor countries from the basl8 of a liberal policy which Will 
enable Italy to accept the obligations Imposed upon her Without 
apprehension of economic collapse It is indispensable that the 
negotiations of the specific agreements to be reached m the matter 
take place in tlua SPlnt. The proIDl8C, 80 often repeated to 
take mto account Italy's capacity to pay in making the agree
ment, must first of all be realized through makmg poSSible such 
a capacity on Italy's part to make payment, which, however, can 
be accomplished only lf a liberal econolWC policy is carned out 
With due regard for Italy's SituatIOn. 

The attitude of aggrieved and defensive disillusionment which 
had come to characterize the popular point of view in Italy is 
perhaps best expressed in the following sentence, concludIng a 
long discussion of the subject.1I 

If it was in the interest of Europe and of the entire world that 
the economic fortunes of conquered Germany should be restored, 
let us bear in mind that It is at least none the less of mterest 
to all concerned that a financlBl disaster on our part be pre
vented. 

11 In the Carriere Mercamtle, Supplemento, February 25, 1925. 
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B. OfBcial Viewl on the Foreign Debt 

Turning now to the public record of official policy, we observe 
that official utterances on the subject of Italy's foreign debt 
have not been numerous. Each year since the end of the war, 
the Minister of Finance has made some passing reference to the 
matter; but the references have been nothing mo~ than passing. 
At the outset these references linked indemnity receipts and 
interest payments in confident fashion. "If Italy," said Signor 
Schanzer, as Minister of Finance, December 16, 1919, "had to 
pay annually a billion and some hundreds of millions in gold for 
interest and capital on foreign loans without some counterpart, 
the balancing of our budget would be impoSBible. . . . But we 
have an offset. The indemnities which will be justly claimed 
by Italy will surpass her foreign debt by a large amount. Italy 
will, no doubt, keep her engagements towards the States that 
assisted her financially during the war; but we have to trust 
tha.t those states will take into consideration the difficult financial 
situation of our country." 

Filippo Meda, the distinguished advocate of tax reforms, 
declared as Minister of Finance in December, 1920: "It is appro
pria.te to expect that our foreign debt will be studied so as to 
bring about a solution that will take due account of the nature 
and origin of the indebtedness. Much of the borrowing was 
employed in paying for goods received from industries of the 
lending countries, goods, the prices of which left large margins 
of profit to those selling the goods." 

Speaking in the Chamber of Deputies on July 26, 1921, Min
ister De Nava confined his observations to these sentences: "In 
drawing up this financial program for the next few years, no 
account is taken of our foreign public debt arising from the 
war. The settlement of this matter affects such complex and 
delicate international questions as to surpass the limits of the 
brief review I have endeavored to present. In. any ClJ8e, it 
could not be embodied in a survey of a situation which, to be 
practical, must necessarily be limited to a space of only four 
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or five years." The s~me cabinet officer found the situatlOll 
rather less approachable still when he spoke in December, 1921. 
"I shall not dwell on our foreign indebtedness, for the solution 
of this most delicate problem, which must first ripen in the con
sciousness of peoples and develop a public opinion, . . • has 
nothmg to gam by unseasonable discussion and declaration. 
I shall only repeat what I said in July, that there is no place for 
the solution of this problem in a report which is limited, as to 
time, to the next three or four years." 

The next head of the Treasury, Camillo Peano, speaking in 
July, 1922, reflected the growing apprehension that the situatIOn 
was working out unfavorably. "This question (Italy's small 
share in German Reparation payments) is closely connected 
with another serious problem. . . . I allude to our foreign debt 
- Italy's policy cannot be otherwISe founded than on that of 
the Allied and Associated Powers towards the deCeated enemy. 
It see1D8 illogical, in Cact, that we should be asked - among the 
victors though we were, and although we bore for the common 
cause a burden gigantic and beyond our resources - to pay 
more than was asked oC those who began the war." 

The advent of the Fascist Admirustration led to so many 
changes in mternal pohcies that a definite formal pronounce
ment on the policy to be pursued regarding the foreign indebted
ness' was delayed many months. At length, the Mmister of 
Fmance, Alberto de' SteCani, speaking at Mww on May 13, 
1923, made the following declaration: 

The adjustment of Italy's internatIOnal debts will COnstitute, 
when it takes place, a new coeffiCient of stabilization In the coun
try's mternatlonal econoIDIc relatIOns ...• The Italian Govern
ment succeeded, at the London Conference, in lmkmg the problem 
of Germany's Idemruty With that of the interallied debts. The 
two problems appear constantly to be more mterdependent. It 
is eVIdent that Italy could not lighten Germany's burdens except 
in proportion as her own burdens are lightened by her creditors. 
Italy is aW&ltmg a general European arrangement as a pre
lunmary to the arrangement of her debt to England. As Jor the 
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United States, Italy declares definitely that she intends to meet 
her obligatlons, and she asks only that the powerful Republic 
grant to her extensive concessions, proportional to those granted 
to Great Britain, because of Italy's great difference from other 
countries in econODllC resources and in the heavy sacrifice involved 
in our contribution to the common victory. 

Thus the transition from the insistence upon a linking of 
indemnity payments and loan repayments to a basis of com
promise by negotiation may be said to be discernible early in 
the Fascist r~gime. The failure of the British proposals at the 
Paris conference early in January, 1923, to dissuade the French 
government from th~ reparation policy it was then pursuing 
resulted in the side-tracking for a time the entire debt problem. 

The summer of 1923, however, saw the resumption of nego
tiations between the principal Allied powers and the United 
States that were calculated to bring the indemnity and debt 
problems into practical if not formal relationship again. The 
consent of France to the creation of an expert commission to 
review the entire Reparation problem was doubtless won in 
large measure through more or less definite engagements, nece,s.. 
sarily interrupted by the death of President Harding, as to the 
negotiations subsequently to follow in the matter of the debts. 
Certainly, the realistic and alert administration at Rome gath
ered, and was permitted to gather, that its acquiescence in the 
transformation of the Reparation Commission into a new mech
anism would pave the way for reasonable treatment in the 
matter of the debts. 

Nevertheless, when once the new Reparation plan was under 
way, after the London agreement of August 16, 1924, the solution 
of the debt problem did not move at all rapidly, for 6lther France 
or Italy. Even though there was no longer any attempt to link 
German payments to Italian payments - except as an argu
ment regarding economic capacity - there were a great many 
uncertain factors. Until the election of 1924 had passed, the 
United States government did not wish to stir the question 
prematurely; and then internal political confusion in France 
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delayed action throughout the balance of the wintt'r. Italy 
was waiting for France to move first, just as all the continental 
countries had bet>n waIting, in 1920-1922, for Great Britain to 
move first. The expectatIOn that France would reeCl\ e qUIte 
favorable terms, upon wluch as a point of departure for a shU 
better arrangement Italy might build, naturally enough lay back 
of tlus policy 

But many other considt'rations were bound up m the minds 
of the ItalIan government wIth what mIght transpIre wIth regard 
to France's debts For one thing, there was an intImate, almost 
baffung conneetlon between the debts and the currency problem. 

C. The Negotiation of an Agreement with the United State. 

The fall and wmter of 1924-25 WItnessed a speeding up of the 
government's effort to reeover a fair measure of credIt abroad 
on the basis of a balanced budget and stabIlIzed hra. It was 
eVIdent that the budget would be restored to balance by the 
end of the fiscal year 1924-25. But it also became clear that 
the lira could not be stablli.zed so long as, on the one hand, the 
large volmne of foreign indebtedness of the ItalIan banks and 
industrIes remained unfunded and undlminll!hed and, on the 
other, so long as the government could find no practIcable mea&
ure whereWIth to secure a new supply of gold as the basIS for 
estabhshmg a convertIble currency The government struggled 
unsuccessfully to restrain speculatIon m the hra or to check the 
gro'lling fever of specUlation in secuntIes of all sorts, m commod
ities, and even in land. 

The measures to 'II hich the government was oblIged to resort 
in the spring of 1925 brought about a senes of sharp reactIon •• 
the repercussion of which upon the foreign value of the hra 
'Vas exceedingly disconcerting. It began to look as If. by the 
end of 1925, the currency was destined to give way unless some 
support should be secured. Accordingly. in June. a credit of 
fifty million dollars was secured at New York for the three banks 
of issue. It was a short-term credit, of the variety known as the 
revolving credit, for twelve months, eapable of being drawn 
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upon at any time up to the limit stipulated. A charge of about 
one per cent was provided for whatever portion of it might be 
in use. Although the government technically did not figure 
in thia transaction, it was, of course, substantially upon the 
credit of the government that the loan was issued. 

The New York credit foreshadows a settlement of the Italian 
debt to the United States government. Upon thia subject, no 
less than upon currency policy, there appears to have been a 
prolonged and earnest discllBSion within the Italian government 
itself throughout the spring and early summer of 1925. '}'he 
Minister of Finance who had been respollSlble for the restoration 
of budgetary equilibrium appears to have accepted the inter
pretation of Italy's domestic and foreign credit situation put 
forward by the great banks and the industrial interesta; and it 
appears to have been with great reluctance that he authorized 
any measures whatever looking to the opening of foreign money 
marketa for Italian industry by means of a stabilization of the 
currency based upon borrowing, thia borrowing in turn made 
possible through the funding of the government's foreign debt. 

Formal negotiations were opened towards the end of June, 
1925, at Washington. The Italian Ambassador and a Com
missioner who came from Italy especially for thia purpose, eli&
cussed the whole subject with the United States World War 
Foreign Debt Commission in a preliminary way. It was agreed 
that the Italian government should furnish a detailed statement 
of the economic position of Italy and the financial situation of 
the government. After a lapse of several months, thia material 
was dispatched from Rome in the form of voluminons memo
randa. On November I, 1925, a mission, comprising the Min
ister of Finance and four other commissioners accompanied by 
two experts and a numerous staff, arrived in Washington. 

Negotiations between the two commissions lasted from N ovem
ber 2 to 12, inclusive. At the outset, of course, discussion 
turned upon the Italian government's general economic situa
tion. The formula which was said to have been accepted by 
the government of the United States ever since the preparation 
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of the 1924 Reparation Plan for the payment of German indcm
ruties, namely, payment "according to capacity," was reaf
firmed by the responslble representatives of the United States. 
The exposition of Italy's capacity to produce and to make foreign 
payments set forth by the Italian commission was apparently 
accepted as substantially accurate. This major question of 
policy having been disposed of, the negotiators proceeded to 
work out some scheme whereby the debt could be paid without 
too obviously endangering the stability of Italy'S currency. 
The Italian proposals were mostly on the basis of a longer period 
of payment than had previously been considered by the Debt 
Fundmg Comnussion in any of its negotiations; indeed, the 
princlpal Italian proposal contemplated a period of seventy
seven years for the liquidation of the entire capital sum, no pay
ments of any sort to be made in the first few years. At length, 
however, the principle was accepted that payment should begin 
at once, that the entlle operatiOn should be completed within 
sixty-two years, and that the interest rate should be extremely 
low at the outset. A formal schedule in line with these condi
tions, was proposed by the United States commissioners on 
November 11 and accepted by the Itahan representatives the 
following day. Its provisions, briefly summarized in Chapter 
IX, are set forth in the text of the agreement signed November 
14, 1925, which follows thts Appendix. 

Simultaneously with the signature of the agreement of Novem
ber 14, 1925, the first payment was made on behalf of the Ital
ian government, namely, the sum of five million dollars in settle
ment of the instahnent for the year beginning June 16, 1925.11 

D. New Government Borrowing Abroad 

Negotiations with the government of the Uruted States having 
been completed, those With the bankers in New York were 
resumed and hkewise brought to a decisive stage by the ltahan 

IT The check delivered by the Itahan MlIUBter of Finance was for 
$5,199,000, the sum of $199,000 belllg the cash payment n~ 
to bring the new prlllcipai to the round figure of $2,0.t2 nullions. 
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government. The Minister of Finance proceeded to New York 
and there promptly reached agreement with a banking syndicate 
relating to the issue of a loan for one hundred million dollars. 
The teI'lJl8 of this transaction had been discussed by representa
tives of the banking syndicate in Italy earlier in 1925, and by 
Italian representatives in New York at the beginning of the 
Bummer. It apparently had been indicated in unmistakable 
fashion that if agreement could be reached eoncerning the funding 
of the debt to the government of the United States, the Byndi
cate would undertake to furnish all the credit necessary to 
carry through the gold and other currency operationB con
templated by the Italian government. 

The loan issued on November 30, 1925, provided ninety 
million dollarall for the Italian government, the obligation 
being assumed by the latter to pay back a principal of one 
hundred million doUara at 7 per cent, BOld to the public at 94Ji. 
The loan bearB the date of December 1, 1925, and will mature 
December 1, 1951. It provides for a linking fund the operation 
of which was stated to begin September 15, 1926, at the rate 
of $1,500,000 per annum, the redemption of the bonds, other
wise than for the purpose of the sinking fund, will not be possible 
until June 1, 1941, after which date the Italian government 

/I See in C~ Record, January 15 1926, P. 1768, • letter 
from the bankmg firm of J. P. Morgan and Q;mpany of New York, 
a part of whIch reads as follows: 

The facta of the matter are as follows: The Italian Govern
ment bonds were offered to the pubhc at 94~ per cent of par. 
They were sold by the ltahan Government to the onginal pur
chasmg group at 90 per cent of par. The dJlference, .. ~ per 
cent, repreeenta therefore the total COlt to the Itahan Govern
ment for all COmnussIOns, e~ etc. Out of the 4~ per 
cent mentioned our firm reee1ved as compensation for ita work 
in neRQtlatmg the loan, formmg and managing the syndicate, 
etc., IIlIghtly 1e68 than one-fourth of 1 per cent. The firm was a 
member of the purchase and eellmg syndicates and shared WIth 
other membt>re of the syndil'ates in exact proportIon to the 
reIIponlllbihty undertaken in the l'Ompensation which flowed to 
such syndicate groups. The eellmg syndicate consisted of 
nearly a thousand banks and bond houses located all over the 
Umted States. 
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has the right to redeem them as a whole at par. The issue 
was stated at the time to have been oversubscribed; but this, 
of course, was with reference to the allocation of the issue 
among the security retailers, and not with reference to ultimate 
investors. When the syndicate was dissolved at the beglnmng 
of May, 1926, the price of the bonds fell several points, subse
quently recovering shghtly. A formal pledge was given by the 
Italian government to devote the proceeds of the loan to no 
other purpose than that of stabilizing the currency. 

E. The Negotiation of an Agreement with Great Britain 

On November 16, 1925, it was stated by the Chancellor of the 
Exchequer in the House of Commons that an invitation had 
been extended to Italy to initiate negotiations looking to the 
settlement of the Italian debt to Great Britain. FOrlnal dis
cussion began on January 14 at London, between an Itahan 
misSIOn presided over by the Minister of Finance and the 
Chancellor of the Exchequer for the British Government. On 
January 27,1926, agreement was reached, the full text of which 
follows this Appendix. 

There was much comment at the time the agreement was 
reached with regard to the substantial reduction made by Great 
Britain in the capital sum. Starting out with a norrunal capital 
of nearly £611 millions, a reduction of considerably more than 
50 per cent was made. By means of judicious manipulations 
of hypothetical discount rates, one might arrive at still more 
sweeping estimates. Indeed, the London Tunes editorially 
characterized the transaction as the "cancellation of approxi
mately six-sevenths of the Italian war debt to this country."l. 
Another publication saw fit to discuss the Italian payments in 
terms of a comparison with the burden of the British national 
debt, stating that what Italy would pay would represent the net 
interest - that is the gross interest less tax - on only about 
£110 millions of British securities.'O In neither case, it ought 

It London Tunes, January 28, 1926, p. 15. 
t. Economl.8t (London), January 30, 1926, p. 196. 
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to be said in passing, was any intention manifest to character~ 
ize the Italian payments as exiguous in comparison with Italian 
resources. Indeed the Economist rather inclined to compliment 
the British negotiator on having secured somewhat more than 
the publication itself had previously regarded as possible. 

P. Comparison of the Two Settlements 

It was natural that comparisons should be made from the 
very start of the agreements concluded by the Italian Minister 
of Finance with Great Britain and the United States. Two 
notes not altogether in harmony run through the official expres
sions and the comment in unofficial journals ordinarily reflecting 
opinion in banking and commercial circles. On the one hand, 
it has been pointed out that Great Britain has written off the 
larger part of her nominal claim in perfect consonance with her 
so frequently repeated desire to treat the entire war debt problem 
as a thing of the pastj lion the other hand, emphasis was laid 
upon the fact that the initial payments of Italy to Great Britain 
would greatly exceed her initial payments to the United States. 

British official opinion is fully expressed in the following 
extracts from the speeches of former Chancellor of the Exchequer, 
Philip Snowden, and Winston Churchill, his successor, in a 
parliamentary debate on March 24, 1926.22 

Ma. SNOWDEN: .•. By permitting these countries, France 
and Italy, not to pay their debts, by imposing upon the British 
taxpayer the annual sums which these countries ought to pay, 
what we are doing, in effect, is to subsidise, out of the pockets of 
the British taxpayers, the severe competition of France and Italy 
agamst British goods. We are now, as I have said, paying to 
America £34,000,000 a year, and that will rise to £38,000,000 a 
year. May I again translate that into terms of Income Tax, 
because the Income Tax is a matter of such touching interest to 
the Party opposite? The amount that the right hon. Gentleman 

II Compare London Tunes, January 8, 1926, p. 13; many hIte 
'lxpresslOns are to be found m the columns of the T1J1le8, Chron&ele, 
and other British pubhcatlOns from 1923 to 1925. 

II See Parhamentary Debates, Commons, Vol. 193, col. 1232 ff. 
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has to find for the payment of the American Debt representa Od. 
in the £ upon the Income Tax, and will do for the next 60 years. 
Now, AmerICa IS a frIendly country, and I do not want to BIly 
anythmg whICh could be regarded as either dIsrespectful or dJ&. 
agreeable to that great country, but I want to put the facta. 
America entered the War two and one-half years after the ouf,. 
break of war, and, durmg that tlIDe, she had been very busIly 
and very profitably engaged in makmg war materml for the 
Allies. The work on inter-Allied Debts to wluch I have re
ferred, publiShed by the Bankers' Trust of New York, makes 
these two statements: 

American bankers, merchants and manufacturers, and 
transport interests, profited to the extent of over three 
billIon dollars from French dIsbursements in the UDited 
States alone. 
It goes on to say that during that time the Allied countries 

spent in the UDited States of AmerIca £2,400,000,000 upon war 
mUDItlons After two and a half year8 America dcclded to enter 
the War. She dld so, judgmg by all the statements that were 
made by President WIlson and other AmerICan Statesmen, m a 
great altrUIStiC mood. In recommendmg the Congre88 to declare 
War, PresJdent WIlson said. 

"We have no selfish aims to serve. We desire no conquest, 
no DoIDlDlon. We seek no indemnities for ourselves, no 
material compensation for the sacrmces we shall freely 
make. 

It was in that kind of altruistic mood that the UDited States 
entered the War. It was reCOgDlzed that for some time she would 
not be able to do much by supplymg men for the fightmg front. 
She declared that the best service she could render to the Allied 
cause would be to act as the Allies' banker. In the officml Bulletm 
issued by the American Treasury in connection WIth the ralBIDg 
of the war loans there, it was stated that the loans were e88entml 
to American intervention, not alone in a military way, but "for 
our economic protection and welfare." If It were neceBSarY for 
the protection and the welfare of the UDited States of America 
to enter the War in 1917, It was equally neceBSarY for her to do 80 

in 1914. But for two and a-half years she had remamed outside. 
She had profited greatly, she had vastly enriched her purse, and 
by delaying her entry into the War she had saved two and a-half 
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yeara' 1088 of lUe of American soldiers. These are things which 
ought to be taken into consideration. It was generally agreed, 
and indeed stated-quotations in support of it could be furnished 
-at the time that this loan was given to our Continental Allies 
through us, that it wall a gift hy the Vruted States of America as 
a sort of compensatlon for her late amval upon the _ne of battle. 
However, the bond ill the ira, and, if the Uni~ States inIliIltil 
upon it, then we must pay. That burden of £38,000,000 a year 
Will require to be shouldered by the people of this country for 
nearly 60 years more. America has been much more successful 
than we have in regard to the funding of her foreign indebtedness. 
She has already funded 40 per cent of that indebtedness. 

I come now to the ltalilln debt, which amountll to about £600,-
000,000. At 5 per cent, and assuming that th~ money we lent 
to Italy was railJed in this country-I will make a diIltinction by 
and by between one-half of the total debt and the other half, 
because the funding of our debt to America at a slightly lower 
rate of interest makes some cWJerence-it means that the tax
payers of this country are paying £30,000,000 a year upon the 
ltalmn debt. If that were funded on the terms that America has 
exacted from us, that ill about 4 per cent with interest and sinking 
fund, it would amount to £23,000,000 a year, and in 62 years 
Italy would pay £1,500,000,000. Somebody will have to pay 
that, and, if Italy doe. not pay, then the taxpayers of this country 
will have to pay. The right han. Gentlenlan has concluded an 
agreement With the Italian Government. There is no provillion 
in that agreement for the payment of a single penny of interest. 
Italy ill to pay, upon the average for the next 62 years, £4,000,000 
a year. That means that altogether she will pay about £250,-
000,000. The cost of that to us, as I pointed out a moment ago. 
funded upon the terms of the American debt, ill £1,500,000,000. 
The cWJerence between these two figures is the burden which for 
the next 62 yearlf will rest upon the shoulders of the taxpayers 
of thill country. That means that of the Italian debt Italy's pay
ments will be about one-sixth, and the British tax-payers' five
sixths .••• We are getting about £10,000,000 from Germany. 
Under the Dawes scheme, if it matures, we may some time get 
£20,000,000. But that is very doubtful indeed. Four million 
pounds from Italy, £12,000,000 from Franee, £10,000,000 from 
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Germany-that 18 £26,000,000, so that when the £38,000,000 
on the American debt matures, we shall, on these ternlS, be about 
£12,000,000 a year to the bad. 

I want to ask the Chancellor of the Exchequer a question, and 
I hope, when he replies, he will give me an answer. He supple
mented the Balfour Note by a Note which he sent to France, m 
which he said .that there must be pan passu payments made by 
France or any of our contmental debtors; m other words, If they 
made terms more favourable With one of their other debton, we 
should expect to revISe our agreement With them, so that we 
should get a proportionate benefit. I wonder If the right hon. 
Gentleman still stands by that conditIOn, because I find no 
embodiment of It in the Italian Agreement. 

Ma CHuacH1LL' .•. I do not find myself in fundamental 
dISagreement on any matter of serious prinCiple With the right 
hon. Gentleman in many of the arguments he has used. I think, 
with him, that thIS question of debts ought to be treated, not m 
isohited dISCUSSion on thIS or that particular country, but aur
veyed as a whole. The right hon. Gentleman went back into 
the past, and I will follow him there. 

There has been from the very beginning of these controversiea 
a very marked difference of view in Great Brltam and the Uruted 
States in regard to War debts We have never taken the View 
that the cost of shot and shell fired in the IlOmmon cause can be 
considered morally and sentimentally, whatever it may be legally, 
as on exactly the same footmg as ordinary commercial debts. 
That has always been our poSItIOn. It was the Brlt18h posItion 
more than 100 years ago, after the Battle of Waterloo, and it is 
eertamly the standpomt from which we 'first approached this 
aubject. We said we were willmg to cancel all debts owmg to 
this country by our Allies, proVided we were treated in a simlhir 
manner by those who were our creditors. That view did not 
commend Itself to the great Republic across the Athintic and, as 
the right hon. Gentleman has very truly said, we received more 
than one lU8istent demand to fund our contracted debt. ThIS 
bemg so, we were, of course, bound to comply. Whatever Views 
may be entertamed on sentiment or on policy, the right of the 
creditor 18 indISputable. There can be no question of the hiwful 
right of the creditor, or that the United States are entirely withm 
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their full legal rights in taking the view they do of contractual 
obligations entered into WIth themselves. We were forced, 
therefore, to adopt a poSltion dllJerent from that wwch our own 
instincts and hlstorical tradItions had naturally suggested. 

We then come to the Balfour Note .•.• 
I was always a Slncere believer in the prmclples of the Balfour 

Note, and I was very glad to be able, m the first speech I made 
to this Parhament in my present office, to re-affirm it in the 
most explicit manner. What are the principles of the Balfour 
Note? ••. 

The principle was that we should not take or ask, not only in 
debts but in reparations, more than was paid by us to our credltors 
across the Atlantic. That was our principle. We adhere to that 
principle and, as far as poSSIble, we are endeavoring to give effect 
to it. We have, in carrying out that policy, to take mto con
Slderation the capacity of the individual debtors to pay, and also 
what is fair and right towards individual debtors who make 
genuine and spontaneous efforts to redeem thelr obligations •..• 
We have undertaken to pay what the United States 80 inslstently 
and incessantly demanded. That involves upon us a charge of 
£33,000,000 at the present time, rising in, I think, seven years to 
£38,000,000. That is to say, putting it broadly, we have to pay, 
the British Chancellor of the Exchequer and his successors in a 
long line have to pay, about £100,000 a day every day for more 
than three generations to the United States. 

That is a stupendous operation. To transfer, to pass that 
immense sum continuously across a frontier, across an ocean, 
across the Exchange, is one of the most stupendous tasks and 
burdens ever undertaken by any country in the whole financw 
history of the world. That is one side of the picture. Now I 
turn to the Balfour Note and to what has been our attitude 
towards our Continental debtors. I do not wish to impart any 
heat or any controversy of a disagreeable character into the dis
cussion, but here I must say that in this task of obtaining the 
best possible terms from our Continental debtors we have been 
compromised and hampered by the attitude of both the two great 
Opposition parties in this House. In the first place, we have the 
declaration of the Leader of the Liberal party, Lord Oxford, in 
1921. All these statements are read abroad. Every word that 
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is said m these Debates on these topics is studiously read abJ'Qlld, 
and, If It is of a nature favorable to the clallll8 of a foreign oountry. 
it is not forgotten. It forms a defirute part thereafter of thmf 
controversial and argumentative case .•• 

What did Lord Oxford, then Mr. Asqwth, say on 26th October, 
19211 

"The first thmg is to get rid as between the Allies m thl' last 
War of their mdebtedness one to the other. Wipe It off 
the slate. It will be none the worse m the long run." 

In August, 1922, he said: 
"If I were Budgeting m the future, I would write them off." 

He was referrmg to the debts of our Contmental Allies. 
"They are not good debts, not from any want of honor or 

good faith on the part of those who incurred them ..• 
they are not in a positIOn to redeem their oblIgatIOn. To 
reoot, m my opWlOn, 18 not an act of magnanimity m the 
least. It is an act of good busmess."-[OffiClal.Report, 
3rd August, 1922; col. 1752, Vol. 157] 

In the same speech he spoke of the United States not haVIDg 
"any oblIgatIon, moral or even sentimental."-[Officml Re-

port, 3rd August, 1922; col. 1753, Vol. 157.] 
to induce them to remit theIr debt or any part of It to us. That 
is a very hard doctrine. It is idle to suppose that a declaratIOn 
of that kmd, made by an ex-Prime Mmister, an ex-Chanccllor 
of the Exchequer, a man of European and world-Wide reputation, 
the undisputed leader of one of the great partlCS in the State, can 
be made without playmg its part in subsequent events and inter
national dIsCUSSlon. . • • 

Now I oome to Italy and to the Italian debt settlement .••• 
The Italian capacity to pay has been oonsldered by our experts 

to be about one-thIrd of that of France. That 18 the broad calcu
lation which we have made. The right hon. Gentleman quoted 
some Italisn professor With whose name I am not familiar. lIe 
described how thl8 professor srud he really thought that, If we 
looked at matters truly, we should find that England owed a 
debt to Italy, and that Italy owed nothing to England. That is 
not the view of the Italian people or of the ItalIan Government. 
They have an entIrely Wfferent view. They have accepted the 
view which we take, that theIr capacity to pay is one-thIrd of 
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that 01 France, and they haft a~ to pay us £4,000,000 a 
year for 62 years, and they haft agreed to pay that, not eontin
~t on the reparationa which they may receiYe nom Germany, 
but on the sole ered!t of Italy itself. That is a point to which we 
attach a great deal of importanee. No political eonsideration of 
any kind entend into the fixing of this IIWII, except that general 
poltticaleonsideration to which I haft referred, namely, the long 
friend.ihip between Great Britain and Italy, unbroken at any 
time in the history of the two eount.rie& That and our eomrade
ship in the War-both these considerations were certainly borne 
in mind by myeelf and by my colleagues in the CahineL But DO 

political bargaining, interest or engagement of any lIOn or kind 
was entend into at any time or at any point during these negotia
tions and discussion& [Here foJ101l'S the observation reproduced 
in the text, page :om.) • • • 

There is only one more remark which I wish to make, and that 
is on the general future of these debts. It is a very remarkable 
fact that at the present moment the amount that the C'nited 
States is receiving from Europe under arrangements which haft 
already been made is approximately equal to the whole amount of 
reparabona which Germany is paying. But the distribution of 
the receipts from Germany and the payments to the C'nited 
States is entirely cWferenL The bulk of the receipts from Gel-
many go to France, who at present is making no payments on 
aeeount of her War debts, and the bulk of payments to the 
United States ant made by this eountry largely out of our 01I'D 

I'eSOW"eES. But the day is coming at DO great distance when this 
Bltuation will undergo an obvious moWfieatioa. When. France 
as well as Italy has funded her debts, both to this country and 
to the C'nited States, and when the minor Powers haft aD funded 
their debts, then it is quite clear that the C'nited States will be 
receivin& directly and indirectly, on her own account nom 
reparations, from Italian sources. balanced against reparations. 
from British 1IOurees, from French IlOIln:f'S through British hands, 
from Italian lIOureeB through British hands-by aD these nrious 
channels, indirectly or cl.irectiy. Ameriea will be receiTin« by far 
the larger pan, at least 60 per cent., of the total probable re~ 
tiona of Germany, and the first reparations, the first 60 per cent, 
as it were. 1rhich wil1 be payable by Germany. That is the Jas& 
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thing I have to say on this subject. It seems to me an extraor
dmary situatIOn that will be:developed-that by all these chama 
and lInes and channels, the pressure of debt extraction "ill draw 
reparations through the dllferent channels from the devastated 
and war-strIcken countrIes of Europe, whIch will flow in an 
unbroken stream across the AtlantiC to that wealthy and pros
perous and great RepublIc. I belIeve that these facts will not 
pass out of the mmds of any respoDSlble persons, eIther in the 
United States or in Europe. 

There has been much emphasis on the fact that the British 
settlement calls for heavier payments at the beginning than 
does the agreement with the United States. A typical British 
comment upon the fact that the payments to the United States 
in the later years of the Agreement of November 14, 1925, are 
comparatively heavy is the remark of the EC01Umu8t of January 
30, 1926, p. 196, to the effect that the "annuities payable in 
America 50 or 60 years hence are paper figures, 11 wch are not 
taken very seriously on either side of the Atlantic." II one is 
more impressed, therefore, by this second fTl()/If, then, he is 
inclined to regard the British bargain as distinctly the more 
practical from the creditor's point of view. Certainly it will 
represent the greater burden upon the debtor country during 
the second quarter of the twentieth century; and if there IS 

anything in the theory that future progress and prosperity will 
greatly reduce the significance of these international debts, 
then, it will have come to pass that the British Agreement sig
nified a much greater effort for Italy in the days of her real 
economic struggle and tribulation than did the Agreement with 
the United States. 

G. Reparation Receipts in Relation to Debt P&)'1Dents 

From the Italian point of view, the reduction in the nominal 
capital of the debt to Great Britain appears to possess an advan
tage which might be described as of a strategic character. The 
present value of the total amount to be paid by Italy under the 
two agreements is calculated by the official actuaries at some-



DATA RELATING TO PUBLIC DEBT 408 

thing in the neighborhood of 4,250 million gold lire (about $850 
millions); the present value of the share of Italy in German 
reparation payments is fixed at about 4,300 million gold lire 
(about $860 millions).- Taking a higher discount rate, say, 
6 per cent or more, one reaches a present value for the total 
payments sufficiently lower to make it possible for Italy theo
retically to meet her obligations even though the full amount 
provided in the Reparation Plan of 1924 is not received from 
Germany. The importance to be attached to this adjustment 
of contractual liabilities and hypothetical resources will be com
prehended in view of the persistent efforts on the part of Italian 
officials of all shades of political doctrine to link Germany's 
indemnities with the program of liquidation of Italy's foreign 
public debts. The Minister of Finance is reported to have 
stated on his retujl from London to Rome, that Italy's liabilities 
are entirely covered by reparation payments scheduled to be 
received from Germany. In the event that the latter should 
faIl short of present calculations, Italy would probably not have 
the decisive r6le to play in the subsequent rearrangements of 
European obligations; Italy's intention to fulfil her obligations, 
it was implied in his remarks, would be as firm as her expectation 
that others should fulfil their obligations. 

B. The Future Burden of the Funded Foreign Debt 

Official calculations have been made of the gold value of the 
payments during the initial years, and published soon after the 
signature of the London Agreement.Jo1 During the years 1926-

II Not everybody of financial prestige in Ital,l, however, was 
prepared to take the offiCial figures of the Itshan Treasury Without 
amendment. The Chauman of the Special Committee of the 
Itahan Senate appomted to examine the debt settlements in sub
mlttmg his report to the Senate on February 8, 1926, expressed some 
doubt as to the hkehhood of reparation payments qUlte equaling 
the total payments to Great Britain and the trruted States. See 
London Tlm&, February 9,1926 p.13 • 

• t In the CM'Mtfre Merca1ll,'e of Genoa, for February 4 1926, for 
example; and Professor Flora's artICle! referred to m the text in 
thIS connection, appeared In the same Journal for February 7. 
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1934, the payments, accordrng to these calculatlo'lB, "ould be 
in millions of gold me, as follows: 

UNITED STATU GR.AT BBITAUf TOTAL 

1926-27 259 504 763 
1927-28 259 1008 1267 
1928--29 259 100 8 1267 
1929-30 259 1071 1330 
193(}-31 259 107.1 1330 
1931-32 620 107.1 1691 
1932-33 62.0 107.1 1(,91 
1933-34 63.7 113.5 177 2 

The aggregate payment would be regarded as steadily repre
senting a larger and larger percentage of Italy's total foreign 
payments (on the international income and.,utgo account, of 
course).25 The dlstmgu18hed authOrIty on publIc finance, Fed
erico Flora, commentmg on these totals, points out that they 
represent manageable amounts in the early years, in any case, 
provided only the hra ean be held firm, and the currency stead
ily and skillfully contracted. The first year's payment, for 
example, amounts to 381 5 rrulhon paper lire. In future years, 
however, if the lira were not to have improved, the burden 
would be exceedingly grave; "ithin eight years, for example, if 
the lira continued to be worth no more than a fifth of its nOIllinal 
gold value, the payments would call for httle less than 900 
million paper me 36 

.. See pp. 238, 249 and 327. From 2 to 5 per cent of the a~gate 
outl!;O If future years registered mcome and outgo aecounts rouj(hly 
sunilar to those of 1925, would be mvolved, accordmg to the Cor
nere dIspateh . 

.. Professor Flora writes: During at least the first 15 years, ..• 
There 18 no ccrtamty that our budget will be thrown out of balance 
or our unfavorable payml'llts aecount be materIally &j(gr&vated ..• 
the proceeds of the Dawes Plan for some years at least ought to be 
enough to cover the annUities on the debt. • . • 

On the other hand, what 18 really Important and even urgent 18 
the gradual Improvement of the hra whIch alone can reduce the 
burden on the taxpayers m connection WIth the payment of the 
annwtIes. Just now, the paymenta aggregate 380 millIons, but m 
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Professor l\Iortara obeen'es that while in the initial years 
t he burden i.e not enonnous, it will increase rapidly,rr "Relying 
upon the punctuality of German payments, which ought to make 
pOl!luhle our covering these obligations to our foreign creditors, 
we shall have to take care to build up oonsta.ntly & large cash 
Lalanee, either by means of the diminution of expenses, or by 

the yeAI'll 1927 and 1928 thie will berome 633 5 million lire paper 
provJ(led that the ltra remaUlS at Its present level; 10 the two years 
followmM: It will become 665 millions each and in 1931, 845.5 
rwllion lire, In thIa Iatte~ year, It will be legally JlO88Ible and we 
hope .ronomically JlOfI8Ible, 10 SPite of the blgh rate of money, to 
eGDvert our CoDBOlIdated Debt 10 large measure 10 BUch fashion as to 
proVide BUbstantJal econom_ for the budget. 

In order to aVOid burdens of this BOrt for the nation which is 
already wffocated,-from taxes that nobody, when he recalls his 
modest income, can regard as nonnal,-It will be nl'CellS&l')' before 
everything l'ise to take steps to brmg about the gradual retU'emen' 
of the 7,000 million bank DOtes issued Without adequate rover, on 
account of the State. These 7,000 million bank notes represent a 
much greater burden for all the CIWena of Italy than the harshest 
and most meqwtably dlstnbuted taxes. 

Without this slow rontractlon of the paper dreulation issued on 
Aerount of the State (_bleh will be POSSIble if a large part of the 
budget surpl\18e8 are devoted to thIa purpoee) it is not gomg to be 
a feASIble thing to contmue either savmg or real economic prospenty 
in the rountry. Moreover, Wlthou\ this contraetlon of the eurrency, 
the executlon of the arrangemental'l'gardmg the war debts can not be 
rontmued, DOl' will the B)'StemAbc regu\aUon of our finances be 
possible. Yesterday I got a letter from an old pensioner 10 which 
he literally weeps ovn the bljth cost of bread. llis complalDt is 
just. but we must not forget that if today M:r&in costa the people 
of Italy about 200 lire paper, per quintal, this ie Dot only because 
of the insufficient crop of Cl'reab at home but also because of the 
depl'l'Ciation of the hra 1\ bleh ie 79 per teIlt dt"J>l'I'Ciated 10 terms 
of gold. The exchange stand" at 4.75; the cost of foreign grams in 
our Ports, includm..: the gram customs duty, amounts to 42 lire 
p;old, that 18, to 200 lire psper, per quintal. NoW', ma..'IIIlueh .. 
Italy must import this year 15 million qwntals of grain from the 
UnIted States, an adwtlOnalexpeDse of DO less thaD 2,370 million 
lire is involV'l'd 10 the depl'l'SSlon of the exchange alone. What tax 
upon DeeelISItle8 01 living or wbat annwty on war debts can ever 
bAYe attamed BUrb heights! What tax more nnjust and more 
llterlle, more ealculated to ereate impovenshment than the discount 
attributable to the 21,000 million l're of paper today floodmg the 
eouutry? 
_ If l'rw ptlllH f(V1I01rticM, 1926. p. 430. 
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means of the reduction of domestic debt, so that as the interegt 
and amortization payments on the foreign debt increase, the 
interest on the internal debt will be lessening." 

A special sinking fund was set up by the Italian Treasury to 
take care of the Foreign Public Debt. Into this fund are to be 
paid all receipts on account of Reparation deliveries under the 
Treaty of Versailles and its subordinate instruments: and from 
the fund all external debt payments will be made. 

I. Quaai-Governmental Borrowing 

In addition to the burden which the Italian governmer.t has 
to assume in connection with the two fundmg agreements and 
the public loan floated in the Uruted States in November, 1925, 
there is a possibility - of a contingent character to be sure
that subordinate obligations will have to be faced by the Govern
ment in connection with the flotation of loans for public utility 
enterpnses, municipalities and other public or guaranteed pur
poses. In February, 1926, a loan of $20 millions was arranged 
in the United States by the Credit Institute for Italian Public 
Utilities created by the Government in 1925 (IBtituto di C,edllo 
per Ie imprese di Pubblu;a Utilild). This Institute operates under 
the supervision of the Mmister of Finance and was intended to 
have special powers for the collection of the revenues of the 
companies on whose behalf It has borrowed the money, should 
dlfIiculties arise m this connection. These companies are grouped 
in six large organizations and include the foremost electrical 
company of Piedmont, the Gas and Electric Corporation of 
Rome, and companies serving cities such as Milan, Florence, 
and other centers in northern Italy. 

The effect of this and of other borrowing on account of the 
government, subordinate political entities, or guaranteed public 
service corporations, upon the capacity of Italy to transfer pay
ments without endangering her currency would perhaps be a 
matter of academic interest rather than a practical conjecture 
were it not for the large volume of wholly private borrowing 
which was certain to be arranged as soon as the debt funding 
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agreement with the Uruted States had been reached. Even 
before the agreement of November 14,1925, there had been one 
large issue of bonds on the New York market on behalf of an 
Italian textile concern. The extent to which the transfer pos
sibilities of Italy will be noticeably impaired by these operations 
can, of course, be predicted only after the first year or two of 
operation under the Washington Agreement of November 14, 
1925, and the London Agreement of January ZT, 1926. 

It may be of interest to submit in conclusion, a table of Italy's 
entire public debt, as it stood at the end of the fiscal year of 
1925-26, expressed in terms of paper lire. The estimate for the 
debt to Great Britain and the United States debt is that of its 
"present value" at the end of the winter, on the basis of a rate 
of 4.5 per cent, the rate which Professor Mortara used in making 
his calculations in the 1926 edition of ProspeUive ecunomiche. 
The figures for the internal issues were taken from the GazzeUa 
'UJficiale of July 20, 1926, and represent the state of the debts 
as of June 30,1926, that is, prior to the great consolidation men
tioned on p. 371, and currency reforms. 

THE PuBLIC DEBT oJ' ITALY, JUNE 30, 1926 
Internal debt 

Perpetual and long-term bonds 
Pre-war ISSues. . . . • • 
National loans (1915-1920) • 
Venetlanl 3 50. . . . • • 
Twenty-nve-year bonds, 4.75 
Ex-Austrl&ll 4.36 • • • • • 

Total . • • • • • 
Short-term bonds 

Treasury 3-and 5-year bonds • • • • 
Treasury 7 -year bonds • • • • • • • • 
Treasury 9-year bonds 

Total • • • 
Treasury notes 

3, 6, 9, 12 months bills 
Accounts current 

DepoSlts and loans state bank 
Socml msurance national fund 

Total accounts current 

. . . 

(MillIOn lire) 
12,443 
35,997 

1,075 
1,420 

10 
50,945 

1,672 
4,000 
6,836 

12,508 

17,832 

1,128 
67 

Total internal debt • • • . . . 
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External debt 
Present value of the funded debt to Great Bntam 

and the Umted States, on the basIS of 4 5 per cent 20,300 
Dollar loan of 1925 2,500 

Total external debt 22,800 

Aggregate mternal and external, approxunately 105,300 

Non-mterest bearmg debt· 
Currency notes of the treasury. 2,100 
Bank notes lSSUed on government account 6,729 

The equivalent in gold lire of the aggregate domestic and 
foreign debt (exclUSIve of currency issues), that is, of 105,300 
million paper lire, might be regarded as equivalent, in the late 
spring of 1926, to about 21 bIlhons. 

The assimilation of the foreign and domestic debt is unsatis
factory, no matter how attempted, and widely differing results 
have been reached by various authorities. It ought, therefore, 
be pointed out that th_e foregoing table while about the best for 
general purposes does not represent the largest estimate of Italy's 
total public indebtedness. Writing in the London Time8 Trade 
and Eng/.TIeering Supplement of June 19,1926, p. 26, the Director 
General of the Bank of Italy states the total foreign debt as equal 
to 17,700 million gold llie on December 31, 1925, reduced one 
month later (after 'the British debt settlement), to 9,363 million 
gold lire. This would; give 1\ total of practically 45 billion paper 
lire, in eontrast to the 22.8 billIOns shown in the foregoing table. 
Speaking at. the Univ~rsity -of Camerino on May 27, 1926, the 
Minister of Finance stated that the present value of the debts 
as funded was equal to about 18 billion lire.%8 Thus during the 
summer of 1926, at least, it- was not yet clear how the govern
ment would definitively express the amount of the capital SUlD 

of the public ~ebt, domestic and foreign, to be prepared and 
officially published in the future. 

• "Debit! internazlOnali '" Le 8IStemazIOni concluuse dall'l
talia," Ras8eU!'lS Ita/Ulna, June, 1926. 
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St1J'PLEMENTARY NOTE 

Any treatment of Italian internal debt probleIll8 would be incom
plete without some reference to pensions and to the rehabilitation 
of terntory damaged m the war. A substantial portion 01 the internal 
bond l88Ues was due to these two causes. 

1. WAR DAMAGE 

The subject of the materiallol!8es to Italy resulting directly from 
the 'war Itself has naturally received a great deal of attention. 
Official paper« and dlsCWlBlons as well as other materIal have been 
drawn upon by Professor. Radollo Bemm and Lanfranco Maroi, 
in the memorandum prepared under officIal auspices entitled 1 
dann' d, guerra alla propneta fondwMIJ, Rome, 1925. A summary 
of thie report, but not the dlscWlBlon Itself, was available to the 
-.athor. Reference may also be made to several d!acU881ona of the 
~ubject in articles gathered In Professor G1lll'S Problem, socwlogu:i 
deUa gU8lT~ 1921. It appears that a proVisIOnal estImate of the 
damage suttered by Italy was prepared In 1920 In. response to an 
~vltatlon to furmsh a report on the subject for the eventual use of 
the Reparauon Commission. Tlus estImate, however, ie now re
gardcd as thoroughly defective In character by the ItalIan govern
ment Itself, because of the haste With which It was prepared. A 
better baSIS for the estimation of the damage sulfered in north
eastern Italy because of the InV&81on ot ItalIan territory durmg the 
war is to be found in the results of the operation of the legISlation 
proVldmg for mdemmficatlon and assIStance to persons actually 
Busta1lllng damage. The fundamental law IS that of March 27, 
1919, one of the provisions of whICh establishes, as an arbitrary lmut, 
SO,OOO lire for the repaIr, or 100,000 lire for the reconstruction of, 
castles and other large habitations, while movable goods and property 
of a character other than essential to porsonal use was to be indem
mfied when the loss was clearly demonstrated to have actually 
exceeded 2/000 lire but not 10,000, to the extent of one-half the proved 
value, Wltn proportionate reductions of the pereentage of indemni
fication for larger losses. The Treasury retained the discretion to 
make payments when awardoo by the respollSlble commiSSIons at 
such time as would best fit in willi the resources at its dISposal. 

Inasmuch as the Italian government was never very sanguine 
about collecting much from the Central Powers or of collectmg 
anythmg in the near future, it took great pams to reduce the burden 
to the greatest poSSIble extent. The daiIll8 for compensation were 
receIved from the invaded area to the number of about 1,060,000, 
the monetary aggregnte of the claims bemg about 5,880 milllon lire 
(of pre-war value). These claims whIch ceased to be recelved after 
December 31, 1923, were cl!\SSlfied in seven categories and subjected 
to the most careful scrutiny. Many were rejected because of 
(&lure to demonstrate the extent of the daIll8ge and others were re
duced. In the end the total was cut down by 3-1.7 per cent (a some-
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what larger reduction than appears to have been the case in France) 
Various coeffiCients were then applied m order to brmg the pre-war 
valuatIOns defimuvely fixed mto accord with the value of the lira at 
the tIlDe of the war The following table gives the categories the 
orlgmal aggregates of claims, the percentages of reductIOn and the 
coeffiCients for transformatIOn to post-war values. 

DAMAO. AO.lUWH:D 
DIlCLARED TOTAL 0,. Conn- PROBA8L. 

AT PaID- P&BaNT- DAMAO. ClieNT roa TOTAL 
WAR AO& or AT PR ... TRAM'" 8UM or 

CATEOORD:8 OJ' COST RBDUe- WAR rORIIIA" b'D ... ".-
PROPERTY VALva TlON' OM VALUI:IJ TlON INTO rICATlO. 

CLAI ... P08'J"ooWAB 
MllboD MllboD VALV .. MIllion 

bre bre bre 

------------
Land 8122 55 4468 325 l.453 I 
Housebold furruture l.4512 60 8707 333 2.89911 
Agnculturallnduatn .. 1,3509 65 
Industnal and oommel'Clal 

8781 4711 4,171.0 

plants •• 1,104 6 70 7732 600 3.666 0 
Induatnal bwlwngll • 948 76 71 1 633 3790 
Rural bUildlDgII 4762 75 3572 633 1.903 9 
Urban bwlwDgII 6887 75 44111 633 2,363 2 
UnclassIfied property 15 65 10 438 44 ---------------

Total 6,880 2 65 3,8396 438 18,829 I 

In addition to the damage incurred by private mdlvlduals, the 
mUDlClpalities and provmcml authorities as well as other p'ublic 
corporations, -such as charitable foundatIOns and the like -
reported 2,0395 millIOn lire (1923 values) of 1088 for the public 
bwldmgs and the like. Even tins figure was cut down matenally, 
and the amount finally fixed for indel'llIll1icatlOn of local and other 
public corporations was 1,835.3 mlllions. The followmg table 
shows both private and public 1088 as thus determmed by the 
offic181 COmIDl8810ns of mvestigatlons 

ACTUAL DAIIAOB 8V81'AIQD -
aD mIllions of bre al 1923-1925 value) 

CAUOOBIBB 01' PRoPERTY 
Bypubb. 

Corporations 
By pnvate 
Indlvuiuala Total 

Land, ~ures, woods 485 1,452 1,937 
Rural Ulldmgs . 

oihe~ 
88 1,904 1,992 

Urban, mdustr181 and 
buildings 504 2,734 3,238 

Movable property. . . . 252 10,739 10,991 
Roads, bridges, embankments, 

locks, canals 506 506 

Total 1,8.35 16,829 18,664 
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In addition, damage to merchant shipping together with cargoes 
and related 1088ell, direct and indirect, amounted to £128,460,000 
llterlmg. Thill was dealt With separately; see Ojficial Records 01 1M 
Reparatwn CommuBion. 

2. PENSIONS 

The total Italian military dead and disabled numbered about 
1,140,000 (in the middle of 1925). Thill included 80me 22,000 of 
Itahan race who had died in the military IIerVlce of the Austro
Hungarian Empire, and about 11,000 Italians disabled in that ser
vice. PensIOns were aBSignable to the widows and children of 
deceased 8OIwers, to their Widowed mothers, to fathers over fifty 
years of age, or 10capaCitatedJ to brothers and sisters of m1Oors, or 
10capacitatedj and in cases Where several 80na were lost in the war, 

TOTAL EXPENDITURE ON WAR PENSIONS AND ALLoWANCES PAID 
IN ITALY FROM THE FISCAL YEAR 1915-16 TO 

THE FIsCAL YEAR 1924-25 

PaNAJON. 
PIINSIONS GRANTIID TO 
GRANTIID TB. PARENTe TOTAL MILLIONS 01' LIIlII 

TO INVALIDS O.TRanaAD 
bn numbers) bnnumb ..... ) 

445,200 643,656 1,088,856 Pensions and allow-
ances granted 10 fa-
vor of invalids and 
families of the dead 
who fought with the 
Italian army and 
navy 7,881 

3,100 1,310 4,410 Pensions and allow-
ances granted in fa-
vor of the ci~p-
ulation who enid 
damages during the 
war . . . 20 

10,007 20,566 30,573 Pensions and allow-
ances granted m fa-
vor of invalids and 
families of the 801-
were killed in the 
Austrian Army • 199 

--
458,307 665,532 1,123,839 Total. . . 8,101 
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multiple pensions were aSSignable. About 1,250,000 applIcatIons 
for pensIOns were filed· more than 217,000 were rejl'<"ted; about 
867,000 were berng paid at the end of the fiscal year 1924-25, abcut 
4,000 applIcatIOns are disposed of monthly, and 80me 3,500 ncw ones 
filed each month, on the average The average pcnslon, per annum, 
for an rnvabd soldIer IS about 2,218 bre, for a Widow or orphan about 
1,755 bre, and for a parent or other relative, 812 lIre; the genl'ral 
avera~ berng 1,483 bre The table on p. 411 shows the expendIture 
srnce Italy entered the v.ar 

In addItIOn to the regular penslOnsl Italy rnstltuted an m8Uranl'e 
system durrng the war. It proVIded lor a BlIDple pohcy of from 500 
to 1,500 bre payable to beneficiarIes when death should be due to 
military servICe, dIrectly or rndIrectly, and for a mIXed polIcy of 
from 1,000 to 5,000 bre, generally payable to beneficIaries at death 
from whatever cause, or to the rnsured hImself after 30 years. Up 
to August 1 1925 some 2,802,000 pohcles had been Issued, and by 
the end of that year the average number of apphcatIons bemg dUr 
posed of each month had rIsen to 27,000. It was thought probable 
that the aggregate number of pohcles written would excced 3,150,000, 
With a nomrnal capital value of 3,241 mIllion hre and a pre!lCnt value 
of about 1,300 mIllions. 

Frnally, the accumulatIOn of debt because of the war rcceIved y('t 
another rncrement under the ample headmg of rehef to scrvlce Olen 
and their famlhes For example 80me 360,000 orphan children of 
fallen 80ldIers are berng 8ustarned and educated by an orj1;amzatlOn 
bUilt up under the SupervISion of the Mrnlstry of the interior. The 
followrng table shows the amount offiCIally reported to have been 
spent under these headrngs from the begrnnrng of the v.ar down to 
June 30, 1925. 

In mUlwm 
of lire 

1. Help and subsuiIes to the needy families of scrvICe men 4,799 
2. AssIStance, ill general, to dIScharged 80ldIers . 1,420 
3. Convalescence allowances paid to men waltrng for 

the settlement of theIr war pensIOns . . .. 800 
4. AssIStance to tuberculous 80ldIers ... 16.5 
5 AssIStance to the malaria patients (ex-soldIers) 12 
6. War orphans .. .. .. 125 
7. NatIOnal AssoCIatIOn eX-6erVICe men . . . •• 268 
8. AssIStance to needy eX-5erVIce men .. 15 
9. NatIOnal assoCIatIOn for the 88SlStance of war invahds 120 

10. CompensatIon paId to workers employed by the mili-
tary authOrIties . . • • . . • • .• 28 

Total 7,752 

It will be borne in mind, of course, in this case as in the recapitula
tion of peDSlon payments above, that bre of qUite contrastmg 
value ~d purchasIng power are all thrown together in any such 
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summary of expenwtures over the war decade. Attempts to con
vcrt these totalH Into foreign currencies or gold lire would be futIle. 
The Immensity of the totalH, however, and magnitude of the machin
ery involved in handlmg th18 problem, serve at least to suggest 
what mroads the war made upon the potential resources in human 
capital of the Italian people. 

TEXTS OJ' AGREEMENTS BETWEEN ITALY AND THE UNITED 

STATES AND GREAT BRITAIN, TOGETHER WITH FORMS OJ' 

BONDS, AND PRESIDENT COOLIDGE'S LETTER TO CONGRESS. 

MESSAGE 

FROM 

THE PRESIDENT OF THE UNITED STATES 

To the Congress 0/ the United States: 
I am submitting herewith for the consideration of the Congress 

a copy of an agreement, dated November 14, 1925, executed 
by the Secretary of the Treasury as chairman of the World War 
Foreign Debt Commission, providing for the settlement of the 
indebtedness of the Kingdom of Italy to the United States of 
America. The agreement was approved by me on November 
14, 1925 subject to the approval of Congress, pursuant to 
authorhy conferred by act approved February 9, 1922, as 
amended by act approved February 28, 1923, and as further 
amended by act approved January 21, 1925. 

I believe that the settlement upon the terms set forth in the 
agreement is fair and just to both Governments and recommend 
its approval. 

THE WHITE HOUSE, 
December 8, 1925. 

AGREEMENT, 

CALVIN COOLIDGE. 

Made the fourteenth day of November, 1925, at the City of 
Washington, District of Columbia, between the KINGDOM 
OF ITALY, hereinafter called ITALY, party of the first part, 
and the UNITED STATES OF AMERICA, hereinafter 
'called the UNITED STATES, party of the second part. 

Whereas, Italy is indebted to the United States as of June 15, 
1925, upon oblIgations in the aggregate principal amount of 
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51,647,869,197.96, together with interest accrued and unpaid 
thereon; and 

Whereas, Italy desires to fund said indebtedness to the United 
States, both pnnclpal and interest, through the issue of bonds 
to the United States, and the Umted States is prepared to 
accept bonds from Italy upon the terms heremafter set 
forth; 

Now, therefore, in consideration of the premises and of 
the mutual covenants herem contained, It is agreed 88 
follows: 

1. Amount of lrukbtedTUJ88. - The amount of indebtedness to 
be funded, after allowmg for certain cash payments made or 
to be made by Italy is $2,042,000,000, whIch has been computed 
as follows 

OblIgatIons taken for cash ad-
vanced by Treasury $1,648,034,050 90 

Accrued and unpaid mterest at 
4U% per annum to Decem
ber 15, 1922 . 251,846,654 79 

------ $1,899,88O,7056!J 
Accrued mterest at 3% per an-

num from December 15, 1922, 
to June 15, 1925 

Deduct payments made on ac
count of prmclpal smce De
cember 15, 1922 . 

Interest on prmcipal payments 
at 3% per annum to June 
15,1925 

Total net indebtedness as of 
June 15, 1925 . . 

To be paid m cash upon execu-
tIon of agreement . • . 

Total indebtedness to be funded 
into bonds 

$164,85294 

7,43934 

142,491,05293 

$2,042,371,75862 

1172,292.28 

$2,042,199,466 34 

199,46634 

$2,042,000,000 00 

2. Payment. - In order to provide for the payment of the 
indebtedness thus to be funded Italy Wlll issue to the United 
States at par bonds of Italy in the aggregate principal amount 
of $2,042,000,000, dated June 15, 1925, and maturing senally 
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on the several dates and in the amounts fixed in the following 
schedule: 

June 15- June 15-
1926 $5,000,000 1958 
1927 5,000,000 1959 
1928 5,000,000 1960 •• 
1929 5,000,000 1961 
1930 5,000,000 1962 
1931 12,100,000 1963 
1932 12,200,000 1964 
1933 12,300,000 1965 
1934 12,600,000 1966 
1935 13,000,000 1967 
1936 13,500,000 1968 
1937 14,200,000 1969 
1938 14,600,000 1970 
1939 15,200,000 1971 
1940 15,800000 1972 
1941 16,400,000 1973 
1942 17,000,000 1974 
1943 17,600,000 1975 
1944 18,300,000 1976 
1945 19,000,000 1977 
1946 19,600,000 1978 
1947 20,000,000 1979 
1948 20,600,000 1980 
1949 21,200,000 1981 
1950 22,000,000 1982 
19lit 23,000,000 1983 
1952 23,800,000 1984 
1953 24,600,000 1985 
1954 25,400,000 1986 
1955 26,500,000 1987 
1956 27,500,000 

. 129,600,000 
30,500,000 
31,500,000 
32,500,000 
33,500,000 
34,500,000 
35,500,000 
36,500,000 
38,000,000 
39,500,000 
41,500,000 
43,500,000 
44,500,000 
46,000,000 
47,500,000 
49,000,000 
50,500,000 
52,000,000 
54,000,000 
56,000,000 
59,000,000 
61,000,000 
62,000,000 
64,000,000 
67,000,000 
69,000,000 
72,000,000 
74,000,000 
77,000,000 
79,400,000 

1957 ',28,500,000 Total $2,042,000,000 
Provided, However, That Italy, at its option, upon not less 

than ninety days' advance notice to the Uruted States, may post,. 
pone any payment on account of principal falling due as herein. 
above provided, after June 15, 1930, to any subsequent June 15 
or December 15 not more than two years dIstant from its due 
date, but only on condition that in case Italy shall at any time 
exercise this option as to any payment of principal, the payment 
falling due in the second succeeding year cannot be postponed 
at all unless and until the payments of principal due two years 
and one year previous thereto shall actually have been made. 
All such postponed payments of principal shall bear interest at 
.the rate of 4~% per annum payable semiannually. 
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3. Form of Bond. - All bonds ISsUed or to be issued hereunder 
to the United States shall be payable to the Government of the 
Uruted States of America, or order, and shall be signed for Italy 
by its Ambassador at Waslungton, or by Its other duly author
ized represe,ntatlve The bonds shall be substantially in the 
fonn set forth m the exhibit hereto annexed and marked .. Ex
lublt A," and shall be Issued m 62 PICCes With maturities-and 
m denominations as heremabove set forth and shall bear no 
interest untIl June 15, 1930, and thereafter shall bear mterCllt 
at the rate of Ys of 1% per annum from June 15,1930, to June 
15,1940; at the rate of %' of 1% per annum from June 15,1940, 
to June 15, 1950, at the rate of 72 of 1 % per annum from June 
15,1950, to June 15, 1960, at the rate of % of 1% per annum 
from June 15, 1960, to June 15, 1970; at the rate of 1% per 
annum from June 15, 1970, to June 15, 1980, and at the rate of 
2% per annum after June 15, 1980, all payable seffilannually 
on June 15 and December 15 of each year. 

4. },f ethod of Payment - All bonds ISSUed or to be issued 
hereunder shall be payable, as to both prIncipal and interCllt, 
in Uruted States gold coin of the present standard of value, or, 
at the optIOn of Italy, upon not less than thirty days' advance 
notICe to the United States, in any oblIgatIOns of the Uruted 
States issued after AprIl 6,1917, to be taken at par and accrued 
interest to the date of payment hereunder. 

All payments, whether m cash or in oblIgations of the United 
States, to be made by Italy on account of the prinOlpal of or 
interest on any bonds issued or to be ISsued hereunder and held 
by the United States, shall be made at the Treasury of the 
Uruted States in Washington, or, at the optIOn of the Secretary 
of the Treasury of the UllIted States, at the Federal Reserve 
Bank of New York, and If m cash shall be made in funds immedi
ately avaIlable on the date of payment, or If in oblIgatiolls of 
the UllIted States shall be in fonn acceptable to the ~ecretary 
of the Treasury of the Umted States under the general re~latlOns 
of the Treasury Department governmg transactlOlls m (;lIItcd 
States obhgations. 

5. Exemphon from Taxalwn. - The principal and interest of 
all bonds issued or to be issued hereunder shall be paid Wlthout 
deductIOn for, and shall be exempt from, any and all taxes or 
other public dues, present or future, impcsed by or under author
ity of Italy or any pohtical or local taXing authority Within 
Italy, whenever, so long as, and to the extent that beneficl.!1 
ownership is in (a) the Government of the United States, (b) a 
person, firm, or associatiO!l neither domicJ.led nor ordmaruy 
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resident in Italy, or (c) a corporation not organized under the 
laws of Italy. 

6. Paymenl8 before Maturity. - Italy, at its option, on June 
15 or December 15 of any year, upon not less than ninety days' 
advance notice to the United States, may make advance pay
ments in amounts of $1,000 or multiples thereof, on account of 
the principal of any bonds issued or to be issued hereunder and 
held by the United States. Any such advance payments shall 
be applied to the principal of such bonds as may be indIcated by 
Italy at the time of the payment. 

7. Exchange for Marketable Obligatilm8. - Italy will issue to 
the United States at any time, or from time to time, at the 
request of the Secretary of the Treasury of the United States, 
in exchange for any or all of the bonds issued hereunder and 
held by the United States, definitive engraved bonds in form 
sUltable for sale to the rublIc, in such amounts and denomina
tions as the Secretary 0 the Treasury of the United States may 
request, in bearer form, with proVIsion for regIStration as to 
principal, and/or in fully registered form, and otherwise on the 
Bame terms and condltions, as to dates of issue and maturity, 
rate or rates of interest, if any, exemption from taxation, pay
ment in obligations of the United States issued after Apnl'6, 
1917, and the hke as the bonds surrendered on such exchange. 
Italy will dclIver definitive engraved bonds to the United States 
in accordance hereWith witrun six months of receiving notice of 
any such request from the Secretary of the Treasury of the 
United States, and pending the delivery of the definitive engraved 
bonds Will deliver, at the request of the Secretary of the Treasury 
of the United States, temporary bonds or interim receipts in 
form satisfactory to the Secretary of the Treasury of the United 
States within thirty days of the receipt of such request, all 
without e~ense to the United States. The United States, 
before offenng any such bonds or interim receipts for sale in 
Italy, will first offer them to Italy for purchase at par and 
accrued interest, if any, and Italy shall likewise have the option, 
in lieu of issuing any such bonds or interim receipts, to make 
advance redemption, at par and accrued interest, if any, of a 
corresponding principal amount of bonds issued hereunder and 
held by the United States. Italy agrees that the definitive 
engraved bonds called for by this paragraph shall contain all 
such provisions, and that it will cause to be promulgated aU such 
rules, regulations, and orders as shall be deemed necessary or 
desirable by the Secretary of the Treasury of the United States 
in order to facilitate the sale of the bonds in the United States, 
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in Italy or elsewhere, and that if requested by the Secretary 
of the Treasury of the United States, It wIll use Its good offices 
to secure the hsting of the bonds on such stock exchanges a8 the 
Secretary of the Treasury of the United States may specuy. 

8. Cancellatwn and Surrender of Obhgatwns. - Upon the exe
cution of thIS Agreement, the delivery to the United States of 
the prmCIpal amount of bonds of Italy to be issued hereunder, 
together with satisfactory eVidence of authonty for the execu
tion of thIS Agreement by the representative of Italy and for 
the execution of the bonds to be ISsued hereunder, the United 
States wIll cancel and surrender to Italy at the Treasury of the 
United States m Washmgton, the obligations of Italy held by 
the United States. 

9. N ottees. - Any notice, request, or consent under the hand 
of the Secretary of the Treasury of the United States, shall be 
deemed and taken as the notice, request, or consent of the 
United States, and shall be suffiCient If delivered at the EmbaB8Y 
of Italy at Washmgton or at the office of the MinIStry of Finance 
at Rome; and any notice, request, or electIOn from or by Italy 
shall be suffiCient U delivered to the Amencan Embassy at Rome 
or to the Secretary of the Treasury at the Treasury of the 
United States in Washmgton. The United States in its dJS

cretlOn may waive any notice reqUired hereunder, but any Buch 
waiver shall be In writing and shall not extend to or affect anv 
subsequent notice or ImpaIr any right of the United States to 
reqUIre notice hereunder. 

10. Complwnce wtth Legal Requirements. - Italy represents 
and agrees that the execution and delivery of thIS Agreement 
have in all respects been duly authorized and that all acts, 
conditions, and legal fonnahtIes which should have been com
pleted prior to the makmg of thiS Agreement have been com
pleted as requIred by the laws of Italy and In conformity there
with. 

11 Counterparts - This Agreement shall be executed in two 
counterparts, each of which shall have the force and effect of an 
original. 

In witness whereof Italy has caused this Agreement to be 
executed on its behalf by GIl.lSeppe Volpi di Misurata, its Pleni
potentiary at Washington, thereunto duly authorized, subject, 
however, to ratification in Italy, and the Uruted States has like
wise cal.lSed thIS Agreement to be executed on its behalf by the 
Secretary of the Treasury, as Chainnan of the World War For
eign Debt COIIlIIllBSion, With the approval of the President, sub
Ject, however, to the approval of Congress, pursuant to the Act 
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01 Congress approved February 9,1922, as amended by the Act 
of Congress approved February 28, 1923, and as further amended 
by the Act of Congress approved January 21, 1925, all on the 
day and year first above wntten. 

THE KINGDOM OJ' ITALY, 
By GIUSEPPE VOLPI DI MISURATA, 

THE UNITED STATES OJ' AMERICA, 
For the World War Foreign Debt 

Commission: 
By A. W. MELLON, 

Secretary oj the Trea8Ury and Chairman oj the Commi8sion. 
Approved: 

CALVIN COOLIDGE, 
President. 

ExHIBIT A 
(Form of Bond) 

THE KINGDOM OJ' ITALY 
No. 

The Kingdom of Italy, hereinafter called Italy, for value 
received, promises to pay to the Government of the United 
States of America, hereinafter called the United States, or order, 
on June 15, 19 ,the sum of Dollars (5 ), 
and to pay interest upon said principal sum after June 15, 1930, 
at the rate of ~ of 1 % per annum from June 15, 1930, to June 
15,1940, at the rate of U of 1% per annum from June 15,1940, 
to June 15,1950, at the rate of ~ of 1% per annum from June 
15, 1950, to June 15, 1960, at the rate of ~ of 1% per annum 
from June 15, 1960, to June 15, 1970, at the rate of 1% per 
annum from June 15,1970, to June 15,1980, and at the rate of 
2% per annum after June 15, 1980, all payable semiannually 
on the 15th day of December and June in each year. This 
bond is payable as to both principal and interest in gold coin 
of the United States of America of the present standard of 
value, or, at the option of Italy, upon not less than thirty daya' 
advance notice to the United States, in any obligations of the 
United States issued after April 6, 1917, to be taken at par and 
accrued interest to the date of payment hereunder. 

This bond is payable as to both principal and interest without 
deduction for, and is exempt from, any and all taxes and other 
public dues, present or future imposed by or under authority of 
Italy or any pohtical or local taxing authority within Italy 
whenever. so long as, and to the extent that beneficial ownership 
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is in (a) the Government of the United States, (b) a person, 
firm, or association neither domiciled nor ordmarily resident m 
Italy, or (c) a corporatIOn not orgaruzed under the laws of Italy. 
ThIS bond IS payable as to both prmcipal and interest at the 
Treasury of the Uruted States In WashIngton, D. C or at the 
option of the Secretary of the Treasury of the Unit~ States at 
the Federal Reserve Bank of N ew York. 

This bond is ISsued pursuant to the provisions of paragraph 
2 of an Agreement dated November 14, 1925, between Italy 
and the Uruted States, to which Agreement th18 bond is subJect 
and to which reference is hereby made. 

In witness whereof, Italy has caused this bond to be exccuted 
in Its behalf by its Ambassador Extraordmary and Plenipoten
tiary at Washington, thereunto dilly authorized, as of June 15, 
1925. 

THE KINGDOM OF ITALY: 
By 

Amba.!lsador Extraordinary and Plenipotentiary. 

TEXT OF THE AGREEMENT BETWEEN GREAT BRITAIN AND 
ITALY FOR THE FUNDING OF THE ITALIAN DEBT TO GREAT 
BRITAIN * 
Whereas Great Britain holds Italian Sterling Treasury Bills 

to the value of £610,840,000, representing the war debt of Italy 
to Great Bntam, 

And whereas Italy and Great Britain desire to arrive at a 
friendly settlement of th18 debt, withIn the capacity of Italy, 

Now, therefore, the Rt Hon. WInston Leonard Spencf'r 
Churchill, Chancellor of the Exchequer of Great Bntam, and 
the Count GIUseppe VolpI di Mlsurata, Fmance MInISter of 
Italy, after haVIng taken into account all relevant considerations, 
duly authorized thereunto by their respective Governments 
subject to such ratIfication as may be required, have agreed as 
follows· 

1. Italy agrees to pay, and Great Britain to accept, in satis.
faction of the aforesaid war debt the follOWIng annwtJes: 
In respect of the current financml year . 
In respect of the next two finanCial years 
In respect of the next four finanCial years . . 
In respect of succeedmg finanCial years until 

1986-87 . .. .. ... 4,500,000 a year 

. £ 2,000,000 
4,000,000 a year 
4,250,000 a year 

In respect of the finanCial year 1987-88 . 2,250,000 
• London T17ne8, January 28, 1926, p. 14.. 
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The above payments will be made in sterling at the Bank of 
England, London, on March 15, 1926, and thereafter in equal 
baH-yearly instalments on September 15 and March 15 of each 
year, 80 that the last payment will be made on September 15, 
1987. 

2. Italy will issue and deliver to the British Treasury on or 
before February 20, 1926, a bond substantially in the form set 
out in the annex to this agreement in respect of each of the pay
ments provided for in Article I of this Agreement. 

3. The payments due under all bonds issued in accordance 
with this Agreement sha1I be made without deduction for, and 
shall be exempt from any and all WeB and other public dues, 
present or future, imposed by or under authority of Italy or any 
political or local taxing authority WIthin Italy. 

4. Italy, at its option, upon not less than 90 days' notice to 
Great Britain, may postpone such part of any of the baH-yearly 
instalments falling due on or after September 15, 1928, as exceeds 
the SUlD of one million pounds (£1,000,000) to any subsequent 
March 15 or September 15, not more than two years dJstant 
from its due date, but only on conwtion that in case Italy shall 
at any time exercise this option as to the payment of any instal
ment, the instalments fa1lmg due in the second succeedmg year 
cannot be postponed at all unless and until the instalments due 
two years and one year previous thereto sha1I actually have 
been paid in full. All such postponed payments sha1I bear 
interest at the rate of 5 per cent per annum, payable baH
yearly. 

5. The accounts relating to the war debt of Italy to Great 
Bntainl including the accounts in connexioll with the 'Wheat 
Executive and War Risks Insurance schemes, shall be fina11y 
closed, and the Bntish Treasury shall be entitled to retain any 
sums credlted or to be Credlted to Italy in respect of BUch 
accounts. Save as provided in this Agreement, the contracting 
partles and their agents reciprocally renounce all claims or 
counter-claims against the other contracting party or their 
agents in respect of the above-mentioned accounts or the 
services and supplies to which they relate. 

Great Britain hkewise renounces all claims outstanding 
against Italy in respect of the hire of ex-enemy shipping. ; 

6. If at any time it appears that the aggregate payments 
effectively received by Great Britain under Allied War Debt 
Funding Agreements and on account of Reparations or of lib
eration Bonds exceed the aggregate payments effectively made 
by Great .Britain to the Government of the United States of 
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America in respect of war debts, an account shall be drawn up 
by the BrItish Treasury, interest at 5 per cent being allowed on 
both sides of the account, and If that account shows that the 
receipts exceed the payments, Great BrItaIn wIll credIt Ital,Y 
against the payments next due by Italy under Article I of thIS 
Agreement WIth such proportIon of that excess as the payments 
effectively made by Italy under Article I of this Agreement bear 
to the aggregate sums effectIvely received by Great BrItaIn 
under all AllIed War Debt FundIng Agreements. Thereafter, 
a SImilar account will be drawn up by the BrItish Treasury 
each year, and any further excess of the receipts over the pay
ments shall each year give rISe to a credIt to Italy of a proportIon 
of such excess calculated In the manner IndICated above. On 
the other hand, any defiCIt shall be made good by an increase 
in the payments next due by Italy up to a SImIlar proportion 
of such defiCIt WIthin the lImIt of the total amount of the credIts 
already allowed to Italy under thIS Article. 

For the purpose of thIS ArtIcle any capItal sums which may 
hereafter be realIzed by Great BrItaIn In respect of Reparations 
or of LIberation Bonds WIll be taken at theIr annual value, takIng 
account of amortIzatIon ' 

7. The £22,200,000 of gold, belonging to Italy, which was 
deposited under the Agreements of 1915 against the ItalIan war 
debt, will be retamed by Great BritaIn as a non-interest-bearing 
deposit and will be released to Italy as to the sum of £1,000,000, 
in eight equal instalments on September 15 and March 15 of 
each of the four years commenCIng September 15, 1928, and 
terminating March 15, 1932, and, as to the balance, in equal 
half-yearly Instalments commenCIng September 15, 1932, and 
terminating September 15, 1987, provided always that all the 
annuities due under ArtIcle I of this Agreement have been 
integrally paId to date. 

8. Upon the execution of this Agreement and the delivery to 
Great Britain of the bonds of Italy to be issued hereunder, duly 
executed, the BrItISh Treasury WIll cancel and surrender to Italy 
the Italian Treasury bills held by Great BrItam. 

Signed in duplicate at London on the twenty~eventh day of 
January, 1926. 
FOR THE KINGDOM OF ITALY" 

GIUSEPPE VOLPI DI MISURATA, 
!II int8ter of Finance. 

FOR THE UNITED KINGDOM OF GREAT BRITAIN AND IRELAND: 
WINSTO~ S. CHURCHILL, 

Chan.cel1nr of the E~. 



Dated 
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.ANNEX 

(Form of Bond) 
, 1926. Maturing 

THE Government of the Kingdom of Italy for value received 
promises to pay to the Government of His Britannic Majesty, 
or order, on March 15, September 15,19 ,the sum of 
pounds sterling at the Bank of England, London. 

The payment due under this bond shall be exempt from all 
Italian taxation, present or future. 

This bond is issued by the Government of the Kingdom of 
Italy pursuant to the agreement of January 27, 1926, for the 
funding of the Italian War Debt to Great Britain. 



APPENDIX D 

TAXATION AND FISCAL POLICY 

THE taxation policy of Italy after unificatIOn confronted 
somewhat of an obstacle in the fact that there had been literally 
centunes of dIsCUSSion and expenence in application of taxatIOn 
principles by the numerous sovereign governments of the penin
sula. In other words the r~gime whIch came into existence 
after 1861 faced its foremost difficulty rather in the tedIOus 
nature of the task of constructing a consolidated and technically 
effective national system of taxation than in the absence of 
infonnation or local expenence.1 

1 There is an abundance of theoretical literature in the field of 
taxation as far back as the end of the eighteenth century. The 
Milanese assessors and eCODoInlSts who establIshed the fiscal prm
Clples of modern lImd valuation before the middle of that century 
were already the subjects of learned treatISeS before Its end See 
the mterestmg historical mtroductIon to Professor Emauw'& La 
terra e l'lmposta ill Annal. d. economw, I, Milan 1924, pp. 37-216. 
The remarkable attempt of Leopold of Tuscany (Grand Duke 
1765-89, Emperor of Austria 1789-92) to reorgaDlzc the fiscal 
system of Tuscany was the object of a detailed study, In whICh 
extensive reference IS made to Italian WscUSSlOD, by A. F. W. 
Crome, Staalsverwallung von Toskana unter der Regu:rung Leopold4 
II, 3 vols, LeiPZig, 1795 The elder Pitt paid colliuderable atten
tion to Leopold's work ill this connection. So far as the Ideas of 
partIculIu ItalIan writers on taxation are concerned, reference may 
be made ill general to G RIcca-8alerno, Stuna delle doUnne 
finannane In ltalw, 2d ed, Palermo, 1896; to the hIstorIes of polItI
ical economy in Italy of Alberto Errf'fa, Stuna dell' economw poluu;a 
neue coli XV 11 e XV 111 negllSlatl della repubblu;a Veneta, VeDlce, 
1877; Camillo Supmo, La SCUfflZa economlCa m ltalw, Turm, 1888; 
and Luigi Cossa, HJ8tmre au doctnnes eronomlque8, Parm, 1899, CllS. 
VII and XV. Valuable for the earlIer theorISts are the mono
grapllS of Graziani, ldu economu:he degll «onomJ8tl emuwnl e 
romagnob, Modena, 1893; von Schwarzkopf, Bettrage zur Geschu:hU 
der natwnalokonom18chen Studten an ltalten 1m 17ten UM 18ten 

424 
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The system which prevailed in the half century following 
political unification consisted in the main of three groups of 
taxes: (a) direct taxes, (b) consumption taxes .. and (c) taxes on 
inheritances, property transfers, and like business operations. 
In addition, of course, the Italian Treasury derived considerable 
income from public utility and monopoly franchises based upon 
contractual relations. 

I. NATIONAL TAXATION BEFORE Tm: WAll. 

The direct taxes were originally three in number, a land tar, 
a tax on the rental value of buildings, and a tax on income from 
other sources than land. 

The land taz was lhe oldese and moBlimportant pari oj the ji8eal 
.tructura. There had been elaborate land taxation in all the 
former states of the peninsula. These had been based upon 
ancient systems of valuation (catasti) which in few cases had been 
brought up to date in the middle of the nineteenth century. 
The government made shift with a compromise type of land tax 
until, in 1882, a thorough exploration of the entire subject could 
be initiated. The land valuation law of 1886, the outcome of 
four years of discussion,- laid down a clear set of principles 
.concerning land taxation and provided for a complete and 
homogeneous valuation of all the private realty in the kingdom. 
The great task of assessment begun under thfs law had not been 
completed even by the end of 1925, although it had been pro
visionally carried through for the majority of the provinces at 
a cost, over the generation since its initiation, of some hundred 
millions of lire. 

For many years the normal starting point in calculating values 
had been, in accordance with the provisions of the law of 1886, 
averages obtaining in the years 1814 and 1875. One of the first 
decrees of the Fascist Administration, bearing the date of Janu
JahrhunderC, Strassburg, 1872; and J. A. Mwler, ChrunologucAe 
DardelluRf der Uallen'lllchen Klas81ker tiber NatWnal6kooomw, 
Budapest, 1820. 

I Primarily identified both as to discussion and the legISlation 
with the Dame of Me&'!edaglia. 
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ary 7, 1923, slufted the basis of valuation from 1874-5 to Jan
uary 1, 1914. So far lUI provinces for wluch the survey had not 
been completed were concerned, only the new date was to serve 
lUI a point of departure; so far lUI related to those provinces for 
which the survey had been completed according to values of 
1874-5, it wlUIstipulated that eventually the cadastral valuation 
would be adjusted to the blUlis of 1914 

The tax on imprOtJed property W(l8 not very productive. It was 
a tax on rents or on income imputable to rentable property and, 
in 1914, stood at the nominal rate of 18 12 per cent. It operated 
under systems of valuation wluch differed widely from province 
to province but had two common characteristIcs, namely, ineffi
cient operation and capacity for irritating the taxpayer. For 
the most part valuation methods tended to keep a full genera
tion behmd, even lUI recently as 1920. Perpetual controversy 
went on between fiscal officials and property owners of all 
descriptions - agricultural, industrial, and residential - as to 
the character and extent of improvements. The tax yielded 
little in comparison with the certain obstacle it interposed to the 
economic progress of the commuruty as a whole.' 

Taxai.ion on income yielded comparatively little before the 
war. The third category of taxation, that upon other sources 
of income than what WIUI derived from land or improved prop
erty, was established in 1864, and was Italy's first experiment in 
taxation on a national blUllS. AP. then set up, it constituted a 
simple per capita tax for a quite restricted number of kinds of 
income. Two years later It WIUI transformed into a graduated 
income tax with a blUlic rate of 8 per cent. The rate WIUI steadily 
raised until it became 20 per cent in 1894. By the time the 
European war began and in consequence of a considerable num
ber of legislative and administrative modUications, the following 
five main schedules had come to exist. (a) income from public 
securities, 20 per cent; (b) income from other classes of securities, 

I A full dIscussion of the tax and its underlying principles is to be 
found in Filippo Medal La nfurma generale delle ,mposte dlrelte oul 
,eddUl, MIla.n, 1920, Cnapter II. 
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17.60 per cent; (c) income from commercial and industrial occu
patio~s, 11.73 per cent; (d) income from the practice of profes
sions, 10.53 per cent; (6) salaries for services to the State, prov
inces, municipalities and communes, 8.62 per cent. In the cases 
of the last three classes of income, rates substantially lower 
were imposed on incomes below 1500, 1667 e,nd 2000 lire, 
respectively. 

Rates as high as those which prevailed under the Italian 
scheme of taxation on income before the war could produce 
comparatively little revenue. Particularly did it come to be 
true that this tax upou income from other sources than land 
and improved property operated unevenly and unsatisfactorily. 
It was based primarily upon initial declarations of the tax
payers and tended to be transformed into II a tax not on income 
but on expense,". since the government agents contented them
selves with perfunctory estimates of the taxpayer's resources by 
gauging his outlay on the upkeep of his establishment. The 
potential severity of the tax did not prevent evasion. By the 
end of the pre-war period, Italian taxpayers were apparently 
as much given to extensive evasion as those of other countries 
collecting income taxes and apparently the Italian government 
either could not or would not employ methods of control else
where in vogue sufficient to overcome this special psychology 
of the declarant taxpayer .• 

• An expression of Rent1 Stourm, commenting on European income 
taxes in general, in a sessIOn of the SOCI.etd de lellllllatwn t:Mllparee, 
quoted by Perdrieux, Cited in the following note. 

I There is an interestmg hterature on the subject of evasion of the 
Italian income taxes, which has been well summarIZed, together 
with the results of his own mvestlgatlons, by P. Perdrieux, Lea 
Jraudea dam "Imp'" ltalum Bur lea revenua de la ncheue moinlw-e, 
Paris, 1910. HIS concludmg sentences are worth reproducing. 
"The machinery (of the law) was mgeruously contrived to produce 
revenue provided that the taxpayer declared his income accurate11 ••• 
Universal good fruth and whole-hearted devotion to the national 
interest were taken for granted. Based upon the declaration, the 
machinery has worked badly. The Treasury, in th_ circumstances 
has followed the W188 policr of taking the lesser eVIl: it has refrain;I 
from the full use of Its rights, in all their rigor~_ policy which 
would have provoked national ill-feehng and woula have aggravated 
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II. TAXATION IN WAR TIME AND AFTER 

During the war new kmds of taxes were added and the rates 
provided by those already III force were rapidly increased. B'ut 
their yield was qUite incommensurate with the legislature's 
expectations, because of difficulties in collection. A country 
situated as Italy then was, With her wealth still largely in the 
form of agricultural and real property, where httle progre88 
had been made m the directIOn of attracting capital into indUB
try, could not qUickly adopt the fleXible and multiform programs 
of emergency taxation on capital operations to which Great 
Britain, France, Germany and the United States were able to 
resort.S 

The table on p. 348 of Appendix B gives some idea of the 
growth of tax revenues during the war. The muitiphcatlOn of 
kinds of taxes is, of course, not shown in such a table. The 
ingenuity of the Italian fiscal authorities in finding new objects 

the mequaltty of the law. With the adaptability and rellOurceful
ness characterIStic of the Italian race, the Treasury has been able 
'to aVOId the appearance of mqulSltlOn and to show the utmost 
respect for the taxpayer.' Little by ltttle, the Treasury has given 
up the application of the law m all Its mtegrlty, and has allowed 
custom and the force of events to moderate the admiDistratlOn of 
the tax,-modcratIon contrary to the legIBlatIve mtent, but whole
some; only because of It could the nation accustom Itself to such a 
tax." 

Several of the general tax reform proposals of the last 9uarter 
century were lDItlated precl8Cly m consequence of dIsCUSSions of 
tax evasIOn, alleged to be UDIversal among worker and capltaltst 
alike. 

• There lS no comprehensive gill de to, much less critical anaIys18 
of, the hterature relatmg to public finance m Italy durmg the war; 
and the dIsCUSSIOns of fiscal poltcy have not been fully ltsted many 
one place, A working blbltography may be formed m the appro
prIate volumes of Bacw's ltalta economu:a. Some of the materIal 
collected there by Professor Bacw forms the baslS of his report 
mcluded as Volume II (Geneva, 1920) of the League of Nations 
mqUIrV on the appltcatlOn of the recommendations of the Brussels 
Fmanclal Conference. Reference may also be made for those who 
do not read Italian, to the study of Professor Jeze, Lea ji1UJTlCU d£ 
rJUliTTll d£ l'ltalte, PurlS, 1916, and to Chapter IV of Ernest Umononl L'ltalte d'apr~-guerrll, 1914-21, ParlS, 1922, where a readable ana 
well proportioned survey of fiscal poltcles 18 presented. 
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)r services to be taxed was not surpassed in any other country. 
)ne tax. to be sure, disappeared - the famous gold import duty 
)n grain; but other consumption taxes were widely extended 
Lnd increased in rates. Taxes were established on capital gains. 
)n profits. on all sorts of business transactions. on theater and 
noving picture tickets. on directors' fees, on exemptions from 
nilitary service. 

The fiscal situation in Italy in 1919 was little 8hort oJ chaotic, 
md drastic measures were proposed. The accounts were so far 
)ehind that estimates of receipts and expenditures, even though 
lubmitted within brief intervals of each other, differed by many 
lUndred million lire. There was little prospect of an early 
'estoration of budgetary equilibrium. Those in power appear 
,0 have had two fundamental principles. These were, first, 
,he maintenance of the grain subsidy (in consequence of which 
)read was sold at an artificially cheap price) and other costly 
Lctivities of the State; and secondly, the reform of taxation so 
LS to relieve the masses as far as possible. There was the widest 
Lgitation for the transformation of the war taxes on profits and 
:apital accounts into a permanent fiscal program; and as an 
Llternative, the proposal was made that a capital levy be im
)Osed. Discussion took place throughout 1919 in the national 
)arliament ending in the enactment on November 24 of that 
rear of the capital levy.' The provisions of this law are not 
vithout some interest. 

'See Bachi, Italia economica, for years 1920 and 1921, e!!Jlecially 
'hapters on Polttua jinannana; Professor Gmi, "A Levy on CaPital," 
n Economic Journal, 1920, pp. 287~07' Meda, F .• La n/urma 
renerale della Impost. dlTette aUI reddm, MJan 1920. 

On the so-called llignano plan for the graduation of inheritance 
axes according to the Dumber of times the given property has been 
ransferred see EugeDlo RI~ano's SOCIal S1{/TIljiOOnce of the In
IBnta1lCII Tax, New York, 1924 (and Stamp's adaptation under a 
,lightly different title, London, 1925). See also Economist (Lon
Ion), November 14, 1925, p. 805, Gerbmo's references to lbgnano'& 
cheme 1D Economic Journal, June, 1925; A. Bernardino SOC1alt8f1lO II 
inanza, Palermo, 1921 (severely critical of lbgnano); Professor 
Jannan in EconomiC Journal, June, 1926, p. 235; and H. C. Scott in 
rournal oj Royal Stah8tiCal SOC'I£ty, March, 1926, p. 256. In any 
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It is, in fact, as Professor Gmi has stated, "not really a levy 
on capital but an ordinary tax on wealth lunited to a period of 
thirty years" It IS assessed on the basis of ownership of prop
erty as of January 1, 1920, according to values then prevailing. 
It is not imposed on those whose total capital possessions do 
not exceed fifty thousand lire. The minimum rate is of 4% 
per cent, the maximum 50 per cent, the latter imposed on prop
erty exceeding m gross value 100 nuIlion lire The assessment 
was to be made by declaratiOn within the first three months of 
the year 1920 The revenue officials, of course, were empow
ered to investigate declarations. The taxes spread over twenty 
years, accordmg to the nature of the property taxed, owners of 
real estate being given a longer period in proportion to the 
amount of real property in their total holdings. 

Inspired With the same notiOn that hidden wealth must be 
dragged out into the open was the provision in one of the tax 
laws of 1919, that all securities of whatever origin be registered. 
It is known, of course, that thIS measure was subsequently 
modified so as to permit the use of bearer securities provided 
an additional tax of 15 per cent be paid, and this modification 
remained in force until August, 1925, when Count Volpi abol
ished the 15 per cent tax in one of hIS first decrees after becoming 
Mmister of Finance. Few measures of the Liberal~cialist 
Coalition stirred up more protest than the compulsory register 
of securities, unless possibly it was their proposal of drastic 
increases in inhentance tax rates which were under consideration 
during the fiscal year 1921-22. These proposals, however, 
were never carried out in the form intended since the Coahtion 
Government fell to pieces before the sudden rise of the Fascist 
party. 

The Fascist regime at once made an unequivocal declaration of 
policy on the subject of taxation. Professor Alberto de' Stefani, 
the new Minister of Finance, lost no time in making clear his 
intention of putting into effect the principles of public financing 

case, Rignano's theories contributed some impetus to Socialistic 
schemes of taxation ill the post-war years. 
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of which he had been a well-known exponent.s Plans for 
administrative reorganization in the interest of economy con
stituted the first step in financial rehabilitation, together with 
the task of making the railroads self-supporting. But from the 
very beginning, the Minister of Finance gave his personal atten
tion to taxation policy. As in other countries, it had been 
recognized that a greater revenue mir;ht be expected from rates 
substantially lower than those theretofore enforced, if only prin
ciples of assessment were brought more in line with realities 
(and, perhaps, with human psychology) and if, too, rigorous 
exactitude were to characterize methods of collection. 

The staff of the Italian Treasury charg~d with revenue col- , 
Icction had had the same discouraging task imposed upon them 
that had complicated the treasury operations of the other grea\ 
powers. There had been too rapid an ipcrease in the number 
and variety of taxes to permit staffs of pre-war dimensions to 
keep pace with their work. Those who have had no extensive 
contact with law-making and law-enforcing processes are prone 
to overlook the fact that there are many steps to be taken 
before the legislative statute can be adjusted to the wide variety 
of exemptions, reservations, and other limitations upon its uni
versal application; in short, before it can be digested for the 
more or less ready comprehension of the layman. Undermanned 
and underpaid administrative powers in Italy as elsewhere had 
thrust upon them in constantly increasing degree since the sum
mer of 1914, the responsibility for the adaptation of general 
precepts into the manageable form of executive interpretation, 
commentary, regulation, and jurisprudence. The volume of 
this "secondary legislation" became so great early in the war 
that it absorbed much of the time and energy of fiscal officers 
which otherwise would have been devoted to the speeding up 
of collection machinery generally. But at the opening of the 
fiscal year 1922-23, an improvement in the operation of the 

• He published an interesting work, in which many of his ideas on 
fiscal problems are embodled, in 1921 (at Padua), La d171a7lltca 
palnmoruale nell'od1er1lG economlG cap'ltal18bca. 
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fiscal machinery began to make Itself apparent. Little by little 
the collectIOn of taxes began to catch up with assessments. 
Complaint about the volume of tax collectIOns in arrears became 
more and more lllSlStent as each new report on the state of the 
national finances came to an end. 

Thoroughgorng fiscal reform began in 1922-23. In rapid 
succession there were issued decrees consolidating the Finance 
MInistry and Treasury, SImplIfying and reorganizing a number 
of departments,9 and effecting numerous reforms in fiscal pro
cedure. Then came decrees exemptrng from domestic taxation 
interest on all foreign capital invested in ItalIan enterprises 
within a certain lImIted period, and a number of substantive 
provisIOns relatrng to the applIcation of the tax laws.!' The 
most important was the decree 11 abolIshIng inhentance taxation 
altogether upon property passing Within the family, that is to 
say, Within the tlurd degree of kinship. The reason advanced 
for this change from the heavy rates previously imposed was the 
desire to encourage the accumulatIOn of capital 80 &8 to increase 
the economic resources of the country as a whole. 

It is not to be thought that this vigorous financial policy 
escaped criticism. Every measure taken aroused sharp protest, 
now from Socialist wnters, again from the leaders of the various 
Liberal groups, and occasionally on theoretical or technical 
grounds, from economists.12 In the course of a short time, the 

• In the first eighteen months of the Fascist administration 
mInistnes were reduced from fifteen to eleven m number, a8BJBtant 
secretaryshIps from seventeen to nme; personnel (CiVIl ana military) 
was cut by 32,000. 

10 Such as the speedmg-up of the cadastral valuation of the entire 
kingdom[ mentIoned above, p. 425 There 18 a l.tst of all these ex
ecutive aecrees (havmg full legISlative effect) m the Documenlt .-ulla 
condtzione finannana ed eronomlClJ dell' [lalla (lIay 13, 1923); and 
in Gangemi, La polUIClJ ecoTIQ71IlClJ e finannana del gooerno /a.sc.&ta, 
Bologna, 1924. 

u August 20, 1923, retroactive to July 9, 1923. 
II Some of them I18ted by Gangemi, p 110. On the whole, the 

econorrusts wntmg m Itsly seem to have held the oplDJon that 
Fascl8t fiscal polIcy has been both sound and constructIve. Pr0-
fessor GrmottI, La polUIClJ finannana ttallana, MUan, 1926, par-
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rapid impro\"ement in tbe national budget, and the expe-nditure 
and re,-enue figures tbem..<dn'S t'aIlle to be da.llengro by poliuw 
oppooents.1J 

lIL NATION.u. TAnTION AT THB l'aESENT TDa 

Dealing first 1Iith the direct tues, 1I"e find tbe lAnd w lelia! 
on all income from land ~~cul:l1oo in gold bre. .-\rrordmg to 
Ole rates .-hich 1rent into effcd as of January I, 19".!5,N the bnd 
tax 1Iill nry according to ~ amount of tbe rt"nt, (rom 11.S9 
per cent to 19.15 per cent. This highest rate is impot'l.'d on all 
income in eness of 5,M hre (gold). There is no minimum 
exemption from this w; all inrome (rom land m\1l;1 pay. By 
,irtue of tbe ~ .. ematiution on a natiOnAl hssis of the land 
nluation to .-hkh rele.ren~ \nS made on p. "-"6. tbe old dlffi
~y of une,-en and inequitable ~--'''~ments under this branch 
of taDtion 1Iill tend to assume 1t"SS importance. 

The w on the rentable ,-.Jue of all builJ.m& roru:Uu~tion, 
indu.-."'trial or I't'Sidffi~, is imposoo under the same ceneral w 
daTt'Oe just mentionoo &('('\wmg to ratt'S ranging from 21.01 
per cent. to 2;:" pt'l' ~nt, the latter ht-ing le,ia! on inrome in 
exress of I,CXXl lire. Here apln ~~t'Jlt is on the gold lin 
basis and there are no exeluptiuns. 

f'A. ~ illCOllW t.u A.u rome ,., 0('('1/17 n imporla'" pl.x. 
ilt [Wi' W If*"'- We are rcleni.ng now to ~ W on inrome 
from otber $OUrre9 than land or impro'-N property. A literal 
tn.n.shtion of the 1~W1 expression. ,.. .. dCUd ~ OIl.-hich 
the w is imposed. 1roUld be mo,"'l'It.ble weslth. There are fil"e 
otegories of inrome subject to this tu and for each of them a 

ticularly ~.rts to the tkxibWty 01 that poIx-y ill (IU~ 
(>b."tlU<"tionlSt t.axat~:m; lit'(' aW ~I.vro FanDo, &w- ddi4J.-.' 
,. ..... ,--~, 1"aJua, 1925. 

• The DlOi!I\ notable atta("Ii; OIl the ~("ity Ctl the f:Oft't'1UDI'tIt 
&«'OUnts IS SIUJ to ~~ ~Il m.,J,e by the ~~"t It-..:W Matwotti 
in a book ",-~h al'~ aft« has dt"atA. It has !lOt t-. ~ 
bv the author Ctl thIS ~ph.. .U art~le by Matwotu, bittaiy mU<ral of Fasc-ast finan<'t'. but ~mg ('b'dv on ('S~~ affirma.. 
boM. Bl"pe6J'N in tlw Stah.sI, LonJ.:",. June 7, 19:!4. P. loss.. 

"Decree No. 1613 of ~tOOet- 16. 19:!'-
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particular schedule of rates applies. The five schedules are as 
follows 

A. Unearned income from capltal 
B. Income partly earned and partly unearned 

Cl. Variable earned income 
C2. Fixed earned income 
D. Earned income. 

Category (B) refers chiefly to income from commerce, indus
try and finance; while the two categories (Cl) and (C2) refer 
respectively to incomes from the provinces and to salaries or 
pensions. The last category deals exclusively with employes of 
the national, provinClal, and local governments. The law which 
reorganized the taxation schedules contemplated a gradual 
reduction to an equitable and permanent basis of the rates of all 
these classes of income. Certain initial rates were imposed more 
or less in harmony with these formerly levied but d18tinctly 
larger in the first two cases. These rates were to be changed on 
January 1, 1927, and on January 1, 1929, the rates coming into 
effect on this latter date bemg definitlve. The rates are shown 
in the foll?wmg table: 

SCHEDULE OF INCOME TAX RATES SHOWISG MODIFICATIONS 

I" LPFECT ArnB 
CATEGORY O. IN EJl'FECT, IN EFFECT. JANUARY 1, 

INCOIUD 192&-26 1927-28 1929 

A 24 22 20 
B 18 16 14 
Cl 16 14 12 
C2 12 11 10 
D 10 9 8 

The minimum amount taxable vanes at present according to 
category but after January 1, 1929, it will definitely stand at 
2000 lire for all categories. Until that date the exemption rate 
for category (B) stands' at lire 534 If the recipient is engaged in 
industry or commerce and at lire 640 if he is engaged in labor. 
The exemption line stands at 800 lire for category (D). 
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The same tax reform established a supplementary tax on 
income from all sources known as the imposta complementare. 
In this case, however, a substantial exemption is proVlded. 
Allowance is made for the maintenance of a family and deduc
tions are permitted for interest payments on mortgages and 
other liabilities. The tax takes effect only on incomes in excess 
of 10,000 lire. The rates range from 1 per cent on the first six 
thousand lire (taxable) to 10 per cent on one million lire or more 
of taxable income. 

Taxation on business transactions i8 now the second important 
class of national taxes in Italy. First in this group comes the 
tax on the capital value of securities issued by corporations at 
a rate of 2.50 per thousand lire of capital value in the case of 
registered securities and 4.50 per thousand in the case of bearer 
securities. The capital value is either calculated according to 
average rates on the stock exchanges during the preceding year 
or for such time as the securities may have been floated, or 
estimated by the issuing brokers. 

The registration tax affects all transactions having any legal 
validity. The number of these dues is surprising. All con
tracts, deeds, commercial documents and other evidences of legal 
relations and obligations are covered by this group of taxes. 
Here, too, belong taxes on licenses for carrying weapons, for 
fishing, shooting, operating auctions, operating places of public 
amuSement, operating places for the sale of beverages and food, 
perfumes, patent medicines, bottled wines, automobiles, bicycles, 
railroad tickets, street car tickets, playing cards, and the like. 

With respect to tarijJ duties, little need be said at this place, 
but reference may be made to the discussion in Appendix E of 
the interrelation of fiscal and commercial policy in Italy in 
recent years. 

Along with tne revenue from the 'tariff should be grouped the 
proceeds of taxes on production which covers as wide a range of 
products as the following: sugar, glucose, alcohol (for beverage 
or industrial purposes), substitutes for beer, coffee, mineraI 
waters, acetic acid, mineral and vegetable oil, rosin and pitch, 
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all explosives, gas, electricity, and lighting apparatus. The 
rates of these taxes on production and manufacture range a8 
high as 20 per cent, and the rates on many msurance and finan
cial transactions as well as the operations of land and maritime 
transportation companies, tend to be quite as high. 

IV. NATIONAL REVENUE FROM OTHER SOURCES 
THAN TAXATION 

The proceeds of sales of state property and particularly the 
rents derived from the leasing of the national domain have 
constituted a source of revenue for the Italian government, for
merly of rather considerable importance but steadily declining 
in its relative importance durmg recent years. The two major 
sources of income from other sources than taxation have been, 
first, the net YIeld from the commercial and industrial monopo
lies and the lottery; and, secondly, the payments from public 
utilities, principally the railroads. 

The monopolies have cost a good deal to administer and with 
the exception of the tobacco admin18tration have not been par
ticularly profitable The four familiar monopolies are the salt, 
tobacco, matches, and quinine administrations. The lottery 
has, of course, been relatively profitable although probably less 
so than some of those admimstered by other countries. 

All of these sources of revenue go back to the early days of 
unified Italy," and reference may be made to the table on page 
350, to indicate thell' importance from year to year. The com
mercial monopohes - coffee, sugar, and the Wee - were emer
gency expedients, and are no longer in use. The proceeds from 
the operation of the several state communicatIOn services
postal, telegraphic, and telephonic - wrule steadily larger in 
recent years, were not net but gross, as offiCIally recorded, and it 
was not easy to determine for a given year the net lOBS or yield 
on any of them; but late in i926, a change was made, and hence
forth only net results will appear in the budget. 

Ii The most convenient source for the history of the monopoiJes is 
De G. SantJs, II du.tto jiTUlnzwrw prwalo e pubbltCO, 2 vols., Turm, 
1918-19, esp. Vol. II, pp. 348-372. 
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Th6 Italian railroad8 have proved a heavy fiscal burden. The 
history of railroad finance in Italy is of such general importance 
in connection with fiscal policy that rather more attention must 
be given to it; but it is quite too complicated to make more than 
a brief summary possible here.le Something over 7 billion lire 
were invested between 1862 and 1914 in bringing the to~ 
extent of the state owned railroads from a few thousand kilo
mcteI'$ to about 13,900 kilometers. The roads had to be built 
as part of a national program of development, whether they 
would payor not. Administrative and strategic neces81ty 
required their construction. Since the prospect of profi~ was 
very slight, private capital was not forthcoming, and the state 
saw itself compelled to raise the money on its own credit. Fo," 
some years the government tried to operate some of the lines. 
In 1878 it undertook to manage all the roads which it had con. 
structed or purchased and only those in southern Italy remained 
in private hands. 

The result of government management was so discouraging 
that in 1885 the roads owned by the state were turned over to 
private concessionaires with contracts for minimum liability on 
the operator's part in each case. This experiment was to Ijl.St 
20 years. For a few years the government's share in the prt>;
ceeds of the private operation amounted to a few million hre 
annually, the maximum being 10.3 millions in 1887. Then 

II The fundamental source of information on the history of rail-:
road finance, constructlOn, and operatIOn down to 1903 18 the 
collection of proceedmgs of the CommISSion which investigated 
every aspect of the subject at the end of the twenty year period o( 
experimentatIOn With concessionnaues. Atti della reak commiB
BUl7l8 per 10 studIO di 'P"op08n intomo oZ' ord,namento delUJ .trodtt 
jerrate, 10 vols., Rome, 1903~. &>e also, Fedenco Floi'll, Ferr~ 
, finanza in ltalUJ, Turlll, 1909, Carlo Ferraris, the Chapter 01\ 
Ferrorn.a in Cinquant' anni d, sto w ltalUJna, Rome, 1911, Vol. I, 
GIllO Arias, PnllClpi' di economw t'ommert1a~, Milan, 1917. p. 882 
If •• and the relevant Chapters in Bacru's ltalUJ economica (1908-21) 
and Mort&ra's Pr08JH!UlVtI tIt'Onomlt'M (smce 1921). The most 
('onvement current source of railroad traffic statlstlcs and relsted 
d·\ta is the monthly survey of Trasporti e commUn1CIJ..'IOfIS in the 
~1l~thllO d, nohn6 1lC07,omKlitl •• 
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came steady deficits. The c.oncessionalres, however, managed 
to make modest profits durmg the full 20 years. 

In 1905 the government resumed operatIon of the roads, 
creatmg a board of administration with its own financial r~gime, 
net operating profits being paid over into the general fund of 
the Treasury. The plan thus put into effect worked not too 
badly down to the beginning of the war. 

At best, the Italian railroads could not be profitably nor inex
pensively operated. Their construction was exceedingly diffi
cult, and of a type that requires heavy outlay on the upkeep of 
tunnels, viaducts, and other mountain construction. The traffic 
situation as a whole is unfavorable. The industrial region in 
the north has a fairly even distribution of freight traffic through 
the year; but the requirements of the rest of the kingdom are 
most uneven - an exceptionally heavy demand for service at 
harvest times, and very slight business at other times. Passen
ger traffic, in the same way, is seasonal and largely one-way. 
Operating costs are hIgh, smce coal and iron have to be imported; 
and the transformatIon to electrical operation is slow - 823 
kilometers of system bemg electrIcally driven in the fall of 1925, 
and another 750 kilometers in process or adaptation to electrical 
operation. 

Naturally the war represented a fearful burden on the Italian 
railroads - a burden quickly passed on to the Treasury. The 
operating expenses increased to staggering amounts. For a 
time, the freight revenue tended to gain, but since it was coming 
out of the pubhc Treasury, m payment for mihtary transpor
tation, not too much importance need be attached to this 
increase. Replacements became dIfficult, and the system as a 
whole was allowed to deteriorate, foreshadowing a most expensive 
and thoroughgoing program of rehabilitation whenever it could 
no longer be postponed. The modest surpluses of pre-war days 
(as high as 80 million lire in 1906-07) soon disappeared, and the 
situation \Vas grievously aggravated after the war. The deficit 
in net operating revenue for the fiscal year 1919-20 rose to 1087 
million lire; it became 1321 millions the following year, and 1431 
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cillions in 1921-22. Then the Fascist Administration began to 
cut personnel and eliminate unprofitable services with the definite 
intention of making the railroad system support itself. In 1922-
23 the deficit fell to 1,032 nulhon lire, in 1923-24 to 412 mil
lions, and in 1924-25 a surplus of 176 millions was actually 
achieved.17 

Given the same type of vigorous administration as that which 
prevailed from 1923 through 1926, the railroads of Italy cannot 
fail, after a few years more of prevailing traffic conditions, to 
yield a dependable revenue, of qUlte modest proportions, to be 
sure, but such as to provide the interest charges on future capital 
investment for electrification, new equipment, and extension of 
service. The day is quite remote, however, when these revenues 
will approximate the total interest burden and other capital 
charges now met by the Italian Treasury in consequence of the 
national experiments in railroad construction and operation. 
But it will mean a good deal if the railroads can pay their own 
way and also meet the cost of future investment; and the inten-

17 These figures are taken from the material assembled for the 
debt fundlDg eonferences, alluded to m note 2 on page 202. So, 
also, are the followlDg data, wruch refer to the 16,500 km. of State 
owned r811roads, and not the 4,400 km. of privately owned roads. 

INVESTED CAPITAL AND CoEFJ'lClENT OF MANAGEMENT OF TBlI: 
ITALIAN RAILROAD ADMINISTRATION, 1907-1924 

INVETJCD COUPJCJ&NT INVII8TBD ColOnIC" ..... 
JUNK 80 CAPITAL o. JUN. 30 CAPITAL o. 

(Mllhono 01 MANAODl&NT (MIllions 01 M£JfAGDlBN'r 
LIre) LIre) 

1907 5,724 81.48 1916 7,485 81.74 
1908 5,982 8296 1917 7,557 82.70 
1909 6,236 82.26 1918 7,656 94.26 
1910 6,387 81.53 1919 7,720 94.44 
1911 6,610 81.99 1920 8,596 137.49 
1912 6,762 8t16 1921 9,178 138.69 
1913 6,982 8 85 1922 10,256 136.21 
1914 7,200 8125 1923 11,599 122.40 
1915 7,362 88.21 1924 12,599 102.90 
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sification of agricultural and industrial production, as well as the 
steady augmentation of the tourist traffic may reasonably be 
expected to make this posslble.IS 

V. LOCAL TAXATION 

Contrary to impressions prevailing among many non-Italian 
commentators, departmental and communal taxation was by 
no means unimportant before the war. In 1914 about 600 
million lire were being collected annually from taxpayers by the 
provinces and communes, roughly a third of the amount that 
the State itself was collecting.19 In the thirty years, 1879-1909, 
the aggregate population of eleven of the largest cities in Italy 
increased 56 per cent, their aggregate expenditures 183 per cent, 
their non-borrowed receipts 150 per cent. Some of the large 
cities borrowed a great deal, and the indebtedness of the com
munes as a whole, which stood at 757 million lire in 1877, had 
nearly doubled in the following generation, during which period 

18 R. A. Repaci has analyzed the finanCial accounts o( the Rail
road Ad.u:urustratlOn (or 1923-24m Rundtat,jinanzwTU della (leattOM 
delle jerr01J1,6 della Stata, Turm, 1925, reveaImg to how great an 
extent the restoration of equilibrIUm between revenue and outgo 
m system as a whole IS attnbutable to the postponement o( normal 
replacements. See also Professor Flora m Polttu:a economu:a II 

jinanZUlrUJ, del FascumtO, MIlan, 1923, "FerroVie e tesoro"j and the 
study of Lanmo, Duiavanzo delle !err01J1,6 della Stata, Cited by F1ora. 

If Material for the study of local, and partICularly communal 
finance eXISts m the annual BUancl communalt, a government pubh
ca.tlOn, down to 1899, and later m the Annuarw statUltteO delle Cttul 
,!alWM. The two-volume foho work, StatUltu:a della jinanze com
munalt Rome, 1912, IS a good place to start for the pre-war perIod. 
Severa'i mUlllCipalItles, notably MIlan, put out their own studies; 
see also GIUsti, Le jinanze munietpalt ttalwM neU' amtO 1909, Flor
ence, 1910 The manuals Cited at the begmnmg of AppendIX B 
furDish some references of value, and there are fifty pages on local 
finance m E. Lorim, CorBO d, 8Cl8nze delle jinanze, 2d. PaVIa, 1913. 
Important parhamentary papers on both the jUrIdICal poSitIOn and 
the operatIOn of local taxes are No. 1,105 of AU, parlamentan, Le(lUl
latura XXIV, 8et1swne 1913-19 (the Meda proposal for local tax 
reform, 1919), and No. 967, Atti • • • LeflUllatura XXIV, lIet1BWne 
1921. For CrItiCISm of excessive dependence of communCII on 
lIquor taxes, and other comment, see B. Grl2l1ottl, La poluu:a jinan
ZUlrUJ, ttalwna, MIlan, 1926, pp. 66-70. 
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the gross debts of the provinces grew from 100 lire to 210 million 
lire. The great National Loan and Deposit Bank (CasaQ depoBiti 
8 preatlti) loaned to the communes and provinces together, 
between 1876 and 1914, no less than 1,610 million lire.1e 

During and since the war the financial situation of the local 
adminiBtrations has been more and more straitened, and the 
municipalities went heavily into debt in their effort to meet 
emergency outlays as well as to cover current operating expenses. 
The finances of Italy's largest city and financial and industrial 
metropolis - Muan - became almost hopelessly entangled 
because of floating debt incurred upon a large scale. The 
national government, naturally, could do little during the war 
to relieve the situation; and when the pos~war coalition admin
iBtrations dealt with the matter, they hesitated to apply any 
measures restrictive of borrowing practices while they were 
quite unable to do anything constructive. 

The attention of the Fascist AdminiBtration was concentrated 
wholly on the national situation; although there were frequent 
declarations from the President of the Council of MiniBters and 
from the MiniBter of Finance that, in good time, the National 
government would undertake the reorganization of local finance. 
In point of fact, the local bodies were forced to get along with 
slender means from the very beginning of the new regime. 

10 From page 54 of document 967 AUi parlamentari of 1921, cited 
in note 18. Tlus sum had been devoted m part to J.lubhc works 
(959 nulhons) and m part to the extinctIOn of other mdebtedness 
(652 millions). The followmg loans were made by the same insti
tutIOn to the communes and provmces between 1915 and 1920, 
inclUSIve. 

1915 
1916 
1917 
HIl8 
1919 
1920 

(In mllhons of bra) 
Fqr ertlnctum 

Fqr publiC u'or1.. 
• • . 215 

.65 
• 52 
• 18 
.84 
.400 

of debe 
12 
11 
23 
34 
59 

615 

Total 
227 
i6 
75 
52 

143 
1,015 
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Their collections, together with those of the provinccs, have 
been averaging 4,000 nullion lire in the two or three fiscal years 
ending with June, 1925. On the one hand, borrowing on their 
part was cut down to the minimum; on the other, a substantial 
number of the local supertaxes and special imposts which they 
had been permitted to impose (or more correctly, perhaps, which 
they had not been prevented from imposing) were ruthlessly 
wiped out or were absorbed by the State. Only the fact that 
the national government had now taken over certain services 
that had formerly burdened the local administrations saved the 
situation from becoming utterly impossible for the latter. 

The burden of growing inability to make what they were per
mitted to raise locally cover indispensable expenditure began to 
drive one delegation of communal mayors and councilors after 
another to journey to Rome appealing personally to the cabinet 
to give them relief. There can be little doubt that the complete 
absorption of all local administration by the Central government 
in the winter of 1925-1926," had for ItS principal motive the reor
ganization of local finance and the radical cure of the causes 
for the ceaseless and dreary lamentation of the provincial and 
town officials. 

Under the taxation legislation in effect in 1925, the provinces 
may impose the following taxes: 

1. An addition of 20 per cent to the land tax imposed by 
the State. 

2. An addition of 7.5 per cent to the tax on improved prop
-erty (buildings) imposed by the State. 

3. An addition to the state tax on income from other sources 
than realty (imposta dt TUxMzza molnle), amounting to 
1.5 per cent in the case of incomcs denved from com
merce and industry, and to 1.2 per cent on incomcs 
from the exercise of professions. 

4. A tax (the proceeds of which go exclusively for the con
struction and maintenance of roads) upon proprietors 

" Local officials, in communes of 5,000 inhabitants or less, cease 
by virtue of this law, to be elected, the local mayors l>I'mg replacf'd 
by offiCials entitled podesUl (a reVival of a medieval title given to the 
chief public authority). 
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of vehicles. This tax varies from province to province, 
being fixed locally. 

5. A tax on the increase in valuation of realty due to the 
carrying out of publIc works. The maximum rate is 20 
per cent. 

The municipalities, by virtue of the taxation legislation in 
effect in 1925, may impose the following taxes: 

1. An addition of 30 per cent to the land tax imposed by 
the State. 

2. An addition of 7.5 per cent to the tax on improved 
realty (buildings) imposed by the State. 

3. An addition to the State tax on income from other 
sources thaa realty (imposta di ricchezza mobile), 
amounting to 3 per cent on incomes from commerce 
and industry, and 2.4 per cent on incomes from the 
exercise of proCessions. 

4. A tax upon the license to carry on any industry, trade, 
art or proCession, not paying the national tax on manu
Cactures, varying Crom 10 to 40 lIre. 

5. A tax on sales in commerce, whether by individuals or 
companies, at rates varying according to the transac
tion, rISing to a maximum of 10,000 lIre. (ThIS tax 
covers every sort oC sale except realty transactions.) 

6. A tax on users of vehicles, Cor street repair. 
7. A tax (not to exceed 20 per cent) on the increase in 

valuation consequent upon carrying out of local public 
works. 

8. An addition, not to exceed 20 per cent, to the supple-: 
mentary income tax collected by the State; or, as an 
alternative, a local income tax. 

9. A tax on lIcenses to sell alcoholic beverages, not to 
exceed 50 per cent of the reatable value of the premises. 

10: A tax on habitations, not to exceed 10 per cent of their 
rentable value. 

11. A tax on publIc conveyances. 
12. A tax on the employment of domestic and personal 

servants. 
13. A tax on dog licenses. 
14. A tax on pianos and billiard tables. 
15. A tax on phonographs. 
16. A tax on advertising signs of all descriptions. 
17. A tax on live stock, not to exceed 10 per cent per head. 
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Surveying Italian taxation as a whole, it is hardly too much 
to say that on paper, at least, nearly every activity in which an 
ItalIan citizen may engage falls Within some category of taxaLle 
operations. In theu number and cumulative effect, the local 
imposts have represented about as much as there could be any 
prospect of getting over and above the prior requuements of the 
national government. 

VI. NATIONAL WEALTH AND INCOME 

A. Pre-War Wealth and Income 

The amount of the aggregate natIOnal income and the aggre
gate national wealth has long been a subject of study ill Italy. 
The estimates of the wealth of Italy made by various scholars 
for various years before the war are as follows; it should be borne 
in mind that distinctly different methods of estimation were 
employed by these scholars. II 

ITALIAN ESTIMATES OF PRE-WAR NATIONAL WEALTH 

Pantaleoni 
BodIo 
Emaudi 
Nitti 
Coletti 
PrmCivalie 

AUTHOR 

Gml .. 
Gabrielli-WISeman 
Benedetti 
Flora . 
Dettori 
Lorl& • 
Cornmni 
Mortaro. 
Glni 

PERIOD COVERED 
BY ESTlMATJ: 

1884-89 
1884-89 
1896-1901 
1904 
1900--05 
1908 
1908 
1914 
1914 
1914 
1914 
1914 
1914 
1914 
1914 

BILLIONS or 
LIKS 

55 
59 
515 
65 
475 
6Hi5 
80-85 
93 
92 
92 
95 
90 

100 
90 

111 

II All the estimates down to and includmg,.l908 are Cited and dIS
cussed in ProCessor Giru's volume publiShed m 1914 and mentioned m 
note 2~1 o.t pages 185, 309, 341, and 597. The rest of the estlID&tes 
cover we period just precedIng the war, and are given here ill the 



TAXATION AND FISCAL POLICY 445 

Profesor Giro's estimate of 111 billion lire as the aggregate 
national wealth of Italy on the eve of the war is accepted by the 
majorit.y of Italian students as authoritative.2I The distribu
tion of the wealth seems to have been about as follows: 

Urban buildings . . . . 
Non-urban land and bUlldmgs 
Quarries, mmes, fisheries. . 
Lne stock. • . . . . . . . . . 
Money •.•......... 
SaVIDgs and like depOSits and current accounts 
Government seCUrities 
Other seourltles . . 
Furniture and the like 
Other movable goods . 

Bultons of lml 
200 
450 
1.0 
5.0 
1.4 
7.1 
6.4 
fl.6 

115 
10.0 

Aggregate wealth •..•..... 114.0 
Aggregate after deduction for capital liabilities of 

private individuals . 111.0 

It will be observed that no public property is listed here. It 
is the aggregate national private wealth which is sought, since 

order of their publication. The precise bibliographical referenCf's 
for four of them are given by Gw m his Problem, 80C10logu:t. della 
guerra, p. 241, note 1. Flora's article appeared in the RWUJIa di 
scienza bancana for September,1926, and that of Lorm m the NI.U1IJ(J 
Antolo~ of June 16, 1918. Mortara's estimate apJ?C8:red in an 
unpublished memorandum prepared m 1924-25, and Gml's estimate 
for 1914 in the offiCial memoranda mentioned in note 23. 

n Probably the most complete study in any 1an~age on the 
method of calculating a~gregate national wealth and mcome IS the 
volume of Professor Glni, L'AmmonlarIJ e la componnone della 
ncchezza della nanoni, Turin, 1914. This exhaustive work estab
lished the baSIS today accepted for estimating the pre-war wealth 
and mcome of Italy; It also contams a practically dimplete bibliog
raphy of Italian and foreign discussion down to 1913. The post
war disCUSSIOn is again summarized by Pr.fessor Gmi in four dif
ferent studies; Sul probl6me Jinanziario del dopo guerra, Rome, 1919 
(originally a series of articles.m the Suppl6mento economico of the 
journal 11 T.mpo), Problemi BOCIOlogici della guerra, Bologna, 1921, 
pp. 240 fr. and 318 fr. (articles which originally appeared in the 
GlornallJ degli economisti of 1918 and 1919), an article in the Tem~ 
economico of Januarr 5, 1921, and a memorandum in the material 
prepared in connection With the negotiatIOns for the fundmg of the 
foreign publio debt, the conclUSIOns of which he publiShed m NI.U1IJ(J 
Antologia of August 16, 1926. Professor Gmi haS also conducted an 
inqUIrY for the League of Nations on the national wealth and income 
of the principal countries. 
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public buildings and other public property, in the main, serve 
to determine the value of private goods. From this total of 114 
billions must be deducted about 3 billions to cover capital 
liabilities of private individuals not compensated by assets 
belonging to other private individuals." The net aggregate, 
then, of the national wealth would be about 111 billion lire. 
But if comparisons are to be made between post-war and pre
war Italy, it is desirable to take into account the wealth of the 
territory formerly part of the Austro-Hungarian Empire, and 
since 1919 incorporated into Italy. About 4 billion lire - per
haps 5 billion - would be the pre-war valuation of the aggre
gate private wealth of these territories, according to Professor 
Savorgnan, whose results Professor Gini in the main accepts; 
so that, for such comparisons, 115 billions may be taken as the 
pre-war wealth of the present territorial area of Italy, 

Turning now to estimates of income of Italy, we note that 
different methods of calculation may be and have been employed. 
One method is that of comparing the aggregate national wealth 
of the country under study with the best prevailing estimates 
of the aggregate national wealth of other countries where the 
aggregate of income has been worked out in detail. It appears 
that the ratio of the aggregate of income to that of wealth varies 
from about 12 or 13 per cent to about 19 or 20 per cent. The 
countries with relatively large populations, where the average 
private fortune is low, tend to have the higher national aggre
gate of privat~ income (in terms of percentage of aggregate 
private wealth); those, on the other hand, where accumulated 
wealth is conspicuously large, and where natural resources have 

14 See Gini, Problemi 80ci0logici della guerra, pp. 337 If. The 
method followed is that of computmg the dllference 'between all 
prIvate credits (deposits and the like) and all prIvate indebtedness 
(bank loans of various sorts, and the like): The assumptIOn is made 
that transactIOns between indiVIduals-as WstmgllJshed from those 
between individuals and institutIOns, and apart from transactIons 
secured by mortgages-result in a practical balance of credits and 
debits. 
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been turned to account for some time on a large scale, tend to 
have a considerably smaller percentage ratio. Pre-war Ger
many, and especially pre-war France, would be examples of 
countries where the ratio of income to wealth is relatively small. 
Post-war Italy belongs in the class of countries, of which India 
is the extreme type, where the percentage is relatively high. For 
Italy, Gini regards 17 or 18 per cent as reasonable. When 
applied to pre-war Italy, it gives an aggregate of private income 
of from 18.9 billion to 20 billion lire.26 

This figure of 20 billions, or something a little less, is con
firmed by the other two methods employed in the calculation 
of national income, - that is by the valuation of the commodities 
consumed, or by the valuation of the services performed and 
goods produced by its population. The total consumption of 
commodities by the Italian people just prior to the war appears 

.to have aggregated some 17 billion lire, while their total savings 
amounted to between 2.25 and 2.5 billions. As for the valuation 
of production and services, - not including household labor for 
which no payment is made,-Gini has estimated the following 
distribution: III 

V ALUATlON OJ' THID PRODUCTION AND SERVICES OJ' THE ITALIAN 
PEoPLID JUST BEPORID THE WAR 

(In billions of hre) 
Agriculture, forestry, and fisheries 
Industr18l productIon . . . . 
Commercial and financial serVices 
Pubhc and personal services • 
Income and urban property . . 
Income from pubhc securitIes. . 
Remittances from Itahans abroad 

7.0 
60 
20 
2.0 
1.0 
0.5 
0.5 

19.0 

• The same percentage is felt to be reasonable for those territorial 
accessIOns which the war brought to Italy in Europe. When it is 
apphed to them as well as to the pre-war area of the kingdom, It. 
gives an a~gate of j>rlvate mcome of from 19.5 billion to 20.7 
billion hre Just before the war for what 18 now the Itahan kmgdom. 

18 In the'offiCial memorandum mentioned in note 23, where also 
appears the result of the calculation of consumptIon of commoditie& 
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B. Wealth and Income in 1925 

What effect did the war have upon private wealth and income 
in Italy? It is too early, even now (1926), to be able to measure 
all the economic consequences with precision. The effect of 
rapid and considerable exchange fluctuations and of changes in 
the spendmg power of gold is not the only, not even the main, 
cause for complicatlOn. More serious are the consequences of 
changes in standards of living, in occupational activities, in 
commercial outlets. The rechstrlbution of private wealth 
through the impoverishment of some classes and the enrichment 
of others is in itself a problem whose study calls for inexhaustible 
patience.21 Fmally, those complex stimulations or depressions 
of a psychological na.ture which are bundled together under the 
expression "changes in efficiency," and the very modllication, 
as an outgrowth of the war of human aspirations and obJectiVes," 
can be little more than the object of surmise.2V • 

27 There IS a growing literature devoted to this toPIC; reference 
may be made to the mterestmg study of R. Lewmsohn, Dte Um
schu;htung der europO.U!chen Verm6gen, Berlin 1925. 

os By reason of educational and vocatIOnal developments, encour
agement of "back-to-the-land" movements, and other factors 
essentIally splrltual m character . 

.. Professor Gmi has well desCrIbed the drlIicultlC8 in the following 
passage from the offiCIal memoranda heretofore Cited: 

"The fact IS that the valuatIOn of national wealth is a delicate 
and drlIicult operation wruch unphes many hypotheses, that are 
true only when the econOIDlC and finanCIal orgarusm 18 m a state 
of approxnnate equilibrIUm. When thlS is not the case, the 
operatIOn lacks preCise sigruficance. Somethmg smular occurs m 
certam operations m phYSICS, for instance m lIelghmg/ wluch 
cannot be carried out With movmg bodIes. The dlfhcultIes arlSC 
from uncertamty, in abnormal perIOds, as regards the amount of 
stocks; from the presence of debts and credIts abroad on lIhlCh 
mterest IS not bemg paid and whlch do not, therefore, at present, 
reqwre an increase in taxatlonl wlule It is not known whether ao<1 
in what degree, in the valuahon of goods, the market dlScounts 
the mcrease of taxation wluch is foreseen m connectIOn With the 
presumable payment; from the eventual eXIStence of paper money 
abroad which will have to be absorbed either by the Government, 
by means of public loans, or by the market, With consequences 
wluch will also be not without mfluence on the valuation of goods; 
from the lack in many cases of correspondence between the prICe 
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With what material is at hand, however, some provisional 
estimates of post-war wealth and income must be advanced. It 
appears somewhat easier to establish a tentative figure for the 
national aggregate of private income for a given unit of time in 
the period since the war than to arrive at a valuation of the 
aggregate of private wealth.lo Here, again, the latest and most 
thoroughly organized study is that of Professor Gini, who 
arrives at the conclusion that, under such conditions as obtained 
during, let us say, 1924 and 1925, and in terms of the approximate 
average value of the lira during those years, the national aggre
gate of private income would have amounted to between 100 
and 105 billion Iire.11 The total value of food consumed, and of 
the services directly connected with its consumption, he thinks, 
would attain some 63 billion lire at the prices prevailing in much 
of 1925j and this category of expenditure represented fully 65 
per cent of total expenditure per family unit, in 1925. All com
modities consumed, therefore, might be calculated to have been 
worth some 97 billion lire (in 1925)j and savings probably 
aggregated from 7 to 8 billions, although responsible banking 
authorities have estimated them as high as 12 billions.1I 

of goods sold which serves for the monetary valuation of wealth 
and the value of goods not sold which still COnstitute the pre
ponderating part of the natIonal wealth; from the uncertainty 
concerning the future state of prices; from the contInuance of 
impeduncnts to free contracts renrdmg certamproperty espe
cially house rents, Impedunents 01 wluch it is drlIicult to foresee 
the end; from the different modificatIons, which varr greatly in 
different districts, between the proportion of production set aside 
for compensatIon to "apltal and the part set aside for compensa
tion to labor, and from the beh!!fl naturally differing from one 
person to another, that such mo<1lt1cations may be permanent or 
temporary; from the great difference from one country to another 
in the prices of many commodities and particularly of real estate, 
caused by these circumstances." 
10 But obviously not much use can be made of the method of com

paring ratios of Income to wealth, because of the Incompleteness of 
data regarding the latter. Only the results based upon the consump
tIOn of commodities, and on production data, lend themselves to use. 

II Official memoranda preVIOusly Cited. 
II The ran~ of estimates of Income is naturally greater for the 

post-war period than for that before the war. Professor Mortars 
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, So far as the other method is concerned - that of estimating 
the value of production and of services - Professor OW venture! 
the following tentative allocation. 

PROVISIONAL VALUATION OF THE PRODUCTION AND 
THE ITALIAN PEOPLE FOR 1925 

(In billions of bre) 
Agriculture, forestry, and fisheries . 
Industflal productIOn 
CommerCial and finanCial services . 
Pubhc and personal serVICes 
Income from urban property . . 
Income from pubhc securities . . 
RemIttances from Itahans abroad . 

SERVICES 01' 

32 
36 
11 
11 
4 
4 
2 

100 

Turning now to the best available estimate of the value - in 
terms of the lira during 1925 - of Italy's aggregate private 
wealth. Using the same classification as appears on page 445, 
we have the following provisional estimate of Professor OW. 

Urban buildings. .. 
Non-urban land aud bwldmgs 

Btllwm 0/ hre 
90 

200 
Quarfles, mInes, fishefles 
Live stock . . . . . . . . . . 
Money . . . . .. .... 
SaVIngs and hke deposits and current accounts 
Government seCurities 
Other seCUfitIes 
Furniture and the hke 
Other movable goods 

Total for the old provinces . . . . 
Excess of private habilitIes not offset by assets 

Net total for the old provinces 
Wealth of the new proVInCes, net . 

Total for the entIre kIngdom . 

5 
35 
7 

18 
45 
40 
55 
45 

540 
10 

5aO 
20 

550 

Professor Oini, of course, does not adhere rigidly to the total 
of 550 billions. He would set upper and lower limits rather far 

quotes in his Pr08peUwe econmmche for 1922 an estimate as low a8 70 
billions; but m rus editIon for 1925 he submits an estunate of from 
90 to 100 billions for the period embraced by the fiscal year 1924-25. 
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apart, the figure of 550 billions being rather close to the middle 
figure. Professor Mortara, in a study not yet published, is 
reported to have reached the conclusion that the best figure, as 
of 1924-25, would be 400 billions.A 

We have, then, Gini's estimates of about 550 billion paper 
lire as the aggregate national wealth of Italy in 1925, and approx
imately 100 billion lire as the aggregate national income. The 
figure for national wealth, after allowance is made for the de
preciation of the lira, is almost the same as the figure for 1914, 
which stood at 111 billions. 

It is true that the war wrought great damage to that portion 
of Italy's national wealth which was in the form of material 
equipment such as factories and farming areas. But by 1925, 
the devastated areas had been practically all repaired and the 
factories had long since been put in working order. Such devas
tation or deterioration as had not yet been repaired may be 
regarded as substantially offset by war-time and post-war addi
tions to industrial equipment, transportation, and of public 
utilities. The acquisition of the great commercial city of Trieste 
was of importance, not so much perhaps because of its wealth 
as because of its significance as a commercial center and gate
way to the north and east. It should not be overlooked, how
ever, that the work of recollStruction in certain lines, and the 
expansion in others, has resulted in the accumulation of financial 
obligations which for a long time to come will continue to act 
as a drag upon the production and renewal of wealth. 

Of more interest perhaps than the figures of wealth are the 
estimates of national income. How did the income of 1925 
compare with that of pre-war conditions? Gini makes a com
parison of the income of 1925 with that of 1914 by multiplying 
the income of 1914 by the cost of Iivinit index which in the middle 
of 1925 was below 500. He takes the cost of living index rather 

II There are even lower estimates, whIle certain writers outside of 
Italy have selected totals rather markedly higher than the outside 
upJ.>Elr hmit reasonably mdicated, that is, 600 blllioD hre. Theil' 
estimates are clearly exaggerated. 



452 ITALY'S ECONOMIC POSITION 

than the index of wholesale prices since in the latter Buch impor
tant items as rent, professional fees, and others are not included .. 
This method of conversion would indicate that the value of 
the aggregate national income in 1925 was approximately the 
same as in 1914.35 

These estimates of national income may be checked in a 
rough way by comparing the physical quantity of production in 
1914 with that of 1925. In the following table, Professor Mor
tara presents as fundamental indices the following four items, 
in certain annual averages: 

INDlCE8 191z...13 192&-21 192z...23 1924-25 

Production of wheat and 
barley (millions of qum-
tals) . . . 54 47 57 58 

ConsumptIOn of raw cotton 
(IIlIllions of bales) 091 0.78 085 097 

ConsumptIon of coal 
(milhons of tons) 106 7.9 9.7 11.1 

ProductIOn of steel 
(milhons of tons) 092 074 1.13 147 

.. See Appendix F, p 510. The wholesale price index for all of 
1925 was 646 (Milan Chamber of Commerce, BacIu's figure, 6!l0). 
The mdex reached qwte high levels in the WInter months, 1925-26, 
but declmed m the sprmg of 1926. The offiCial CORt of lIvrng mdex 
for the year 1925 was 605, that of Mortem about 608 . 

.. GI1U also makes a comparISOn of Italy's mcome for the two years 
by brmgmg mto play the mfluence of exchange phenomena. He 
first compares the 1925 paper lira With the gold lira of the same year 
as shown by the foreign exchanges. This gives an income of 20 
bIllions, approXImately the same as is reached by usmg the cost 
of bvwg mdex. As a second step, he converts the 1925 gold values 
back to 1914 gold values, in order to take acl'.ount of the changes m 
the value of gold. In would thus appear that there has been a 
shrmkage smce 1914 of roughly one-third 

This computatIOn 18 of practIcal 81gnIDcance to the extent that 
Italy has to purchase supplies m internatIOnal markets. It 18 a 
temporary phenomenon, for, when the process of mternal price 
readjustment shall have been completed, the decIme m the pur
chasmg power of the lira, relative to pre-war price levels, WIll cease 
to be effectIve or even apparent. 
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In the table which follows are presented certain quantitative 
production data for the years 1909-14; 1921-24; and 1925. 

1 2 3 4 5 

---
PaoDUIn"lOl( Annual Annual Percentage Percentage 

Average Average 1925 which 001 2 whlchcol 3 
1909-14 1921-24 repreBeDta """"",,,nta 

of col 1 of col 1 
---

Wheat Mllbon quintllla 492 611 655 1039 1331 
Rye II .. 13 16 17 1231 1308 
Barley .. II 20 21 28 1050 1400 
Ollta .. .. 50 51 68 1020 1360 
Rlee .. .. 48 61 63 106 2 1312 
Corn .. .. 256 231 270 902 1055 

Total Cereala 879 881 1101 1002 1253 

Potatoea .. .. 17 176 22 103 5 1294 
Sugar, Thouaand II 1.893 3.0360 1.540 1604 814 
WIDe, IDllhon hectobten 46 410 45 891 978 
OlIve 011 .. u 18 22G 16 1222 889 
Flax. thoU8llnd quintala 28 229 26 818 929 
Hemp .. ." 858 6690 1.239 780 1444 
CocoOna, thousand II 417 8890 406 933 974 

• 
• Averace for two yean. 

It is unfortunate that statistics of production in the various 
industries, while abundantly available for war years and several 
years since, do not lend themselves to any effort to compare the 
pre-war industrial activity of Italy with its record in the last 
few years.1II 

I. In order to trace the record of the various industries, it is 
necessary to have recourse to the yearbooks issued by theIr respective 
associations. No ~vernment publJcatlon is of great asBlBtance in 
thIs connection. It IS to be hoped, of course, that the IndlCl del 
movImento economlCO Ilalwno, lately set on foot under the auspIces 
of an important comuuttee, will fill this need so far as the future IS 
concerned. For pre-war industrial statistics the most convenient 
place to look is in the annual review of Bachi and in the useful com
pilation of PIetro Lanino, La nvova llalia industnale, four voIs., 
Rome, 1916. For post-war data, reference may be made most 
conveniently to the ProspettilJ6 economiche of Mortar&. The GiorfIaU 
degli 8COnomiati has begun Wlth its issue of May, 1926 what prouuses 
to be a valuable survey of all phases of Italy's industries,. cotton 
textlles furntshing the subject matter of the first article. ~ also 
International Labor Office, Enqtdte BUr la PYodudion, seven voIs.. 
Geneva, 1923-25. 
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n we were able to compare the imports and exports for the 
years before the war with those of the last few years accordmg 
to volu11U!, it is not at all certain that we should find any matenal 
increase in total weight. It was only in 1924 that the Stattsllca 
del commercia italiarw di importaziane e di esportazwne began to 
furnish aggregate weight data and it may be noted in passing 
that for the two calendar years 1922-25, the new system fur
mshes an indication of the greater volume of business which 
took place in 1925 as against the preceding year, exports increas
ing from 4.6 to 4 8 IDJlhon tons and imports from 20 9 to 22 7 
million tons. Comparison with the period before the war, how
ever, is impossible because of the lack of tonnage figures for 
many of the items as shown in the old MO!Jtmento commernale 
del Tegrw d'Italia, practically discontinued since 1920. More
over, owing to the shift in the four categories of the pre-war 
classification to the eight main categories (WIth 52 sub-classes) 
in use since July 1, 1921, it is not possible to make more than 
the roughest approximation to a comparison of raw material 
imports in the two periods, for example, or of exports of manu
factured goods. 

The nearest we can come to any fair comparison of pre-war 
foreign trade with that of more recent years has to be based 
upon values reducing those of the latter years to the level of 
1913 by means of one index or another of the diminution in the 
purchasing power of the lira. This can be done by means of the 
use of the index of wholesale prices or by some more elaborate 
method as the case may be.17 

17 The index of prices is used in a study comparing the foreign 
trade of 1925 WIth that of the period before the war which appears 
m Ecmwmw, Tneste, April, 1926, pp. 310-311, "'herem the result 
is reached that only m 1925 was Italy able to agam attam the level 
of total trade whIch she had reached m 1913. On the bWjis of 
reductions to 1913 values, the excess of imports over exports was 
calculated by this wrIter at 26 per cent of the Import total for 1924 
and 306 per cent for 1925 as compared With 311 per cent for 1913. 

Of particnlar interest in thIs connection IS the senes of studies 
by GlUho Curato in the RIJurma 8OC1ale of the follOWIng months: 
July, 1919; December, 1921; January, 1924; January, 1925; and 
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The data relative to the volume of railroad and maritime 
traffic as well as such quantitative indications as are available 
with regard to the commodity movement itself, appear to point 
to the conclusion that Italy experienced in 1925 - and thIS 
observation holds good for the winter of 1925-26 - a much 
greater activity in the exbhange of commodities both internal 
and with the outside world. Apparently all classes of goods 
increased in the volume handled in both import and export trade. 
But this, as Signor Curato implies, may not signify any greater 
volume for internal consumption or any improvement in the 
relative position of the quantities of goods available for market
ing abroad. If anything, it would point to a tendency on the 
part of Italy towards a greater activity in the ~uture as a trading 
nation, deriving whatever profit is possible from the distribution 
of goods purchased by others and endeavoring as far as prac
ticable to have a considerable portion of the fabricating or at 
least the perfecting process carried out on Italian soil. 

In summary, it would appear that the production data, so 
far as it goes, indicates that Italy's income in terms of goods 
may be estimated year in and year out as about what it was 
in 1913 and 1914, or a shade better. The excellent agricultural 
yield of 1925 must not be counted upon to recur regularly.1S 

m. ITALY'S BtmDEN 01' TAXATION 

Having estimated the amount of the national wealth, it is now 
possible to make an estimate of the percentage of the national 
income that is absorbed in taxation. To measure the burden 
it is necessary, of course, to include along with the taxation of 
the national government that of the subordinate government 
districts, that is, provincial and municipal governments. The 

December, 1925. These articles have appeared under the title 
B!.lancto esterno d'Italw With the appropnate year inwcated. In 
the latest artJ.cle recorded Curato has covered the fOreIgn trade of 
Italy through 1924. 

18 On all of thIS subject see AppendIx G, pp. 520-564. 
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most recent period for which complete data are available is the 
fiscal year, 19:14-25. 

The figures are as follows: 

1925 
1914 

Taxahon 
Natwnal 
1~ 

(1 .. ""II.."., 0/ I .... ) 
20,649 100,000 
2,600 20,000 

Peumlllg8 
absorbed bll 

laxatIOn 

20 
13 

The percentage of national income absorbed in taxes has 
increased by fully one-half. The figure of 20 per cent for Italy 
may be compared with estimates for other countnes as follows· 
France in 1924, about 20 per cent; Great Britain in 1923-24, 
about 18.5 per cent; and the United States for 1923, approxi
mately 11.5 per cent.n 

The present tax burden works out at approximately 500 paper 
lire per capita, equivalent to about 100 gold lire, or in the neigh
borhood of 20 dollars. The real burden of a country's taxation 
is not, however, fully measured until allowance is made for the 
minimum of subsIStence. Subsistence costs represent an indis
pensable overhead expense to the nation as a whole since upkeep 
of the population must be assured if there is to be any continwng 
production at all. The minimum of subsistence for Italy is 
estimated by Italian econom.ists at 1,200 paper lire per annum, 
equivalent t9 about 240 gold lire, or approximately 50 dollars. 
Deducting this sum from the average per capita income of 2,500 
lire gives an income above mere subsistence of about 1,300 lire. 
The national and local taxes combined absorb in the neighbor
hood of 38 per cent of this income. 

Before we leave this subject of national income, we ought 
to point out that the aggregate income now has to be divided 
among a larger number of people than was the case in 1914. 
While the aggregate income may have increased by as much 
as 5 per cent, the population has increased considerably more. 
Accordingly, the per capita income has been reduced. 

II See Moulton and Lewis, The FrencA Debt Problem, 1925, pp.191-2. 
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Attention should be called to the fact, moreover, that the 
last two years in Italy have been years of extraordinary economic 
activity. The brilliant record in certain fields of industry and 
the good showing in practically all lines should not be allowed 
to obscure certain indications rather pathological in character. 
The low value of the lira has proved a stimulus to industry,
and a somewhat prolonged stimulus because of the widespread 
belief between the spring of 1923 and the winter of 1924-25 
that the currency had been stabilized. At the same time the 
situation was aided by the efforts of the Fascist administration 
to make hard work and increased output the great national 
virtues. The extraordinary harvests of 1923 and 1925 were 
hkewise factors in the increase in national income. The year 
1925 must therefore be regarded as somewhat abnormal in 
character. 

The stabilization of the Italian lira and the readjustment of 
the internal price level in accordance with values as registered 
on the exchanges will affect Italy's production and employment 
situation just as it has affected that of other countries. In the 
next few years, therefore, one cannot assume that the national 
income will exceed that of 1925; it is more likely to fall below it. 
Considerations such as those raised in Chapters XI and XII 
will, of course, also have a pronounced effect upon the trend of 
Italian wealth and income. 

Impressive as these figures are, added weight to them is 
derived from certain special circumstances as to the composition 
of the wealth of the countries compared. A nation whose income 
is derived to a large extent from agricultural production is nece&
sarily subject to the uncertainties of weather, or the limitations 
imposed by poor soil, deficient and irregular rainfall, 1lIld other 
important factors. Professor Gini estimated that approxi
mately 37 per cent of Ita&'s aggregate national income in 
1914 was derived from agriculture. Eleven years later this 
total had sunk to about 32 per cent, in consequence of the 
increasing importance of industry. Landed property is cal
cul!:.t.ed by Gini to have represented 41 per cent of Italy's 
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aggregate of private wealth, as of 1914, and 38 per cent, as of 
1925.tO 

The effect of such a composition of wealth and income as thia 
must necessarily be to render spasmodic and irregular the entire 
operation of the fiscal machine; and, as has been observed by a 
sagacious authonty ill this field, the real limit on taxable capacity 
lies in the fiscal machinery t1 

Moreover, it is necessary to consider how wealth is distributed 
and how dependable and regular income accrues to those who 
receive it in countries which it is desired to compare in respect 
of the burden of taxation. Countries predominantly industr181 
tend to have a greater distribution of income throughout the 
year than is the case with countries predominantly agricultural 
in their economic activity. It is clear from the following data 
that wealth and income are considerably less concentrated in 
Italy than in the countries of industrial pre-eminence. It may 
be remarked in passing that there would appear to be somewhat 
great difficulty, and certainly greater cost, in collecting a given 
amount of revenue from a large number of persons of moderate 
income than in collecting the same amount of revenue from a 
small number of persons with large incomes.a 

The following table shows how income is distributed in Italy. 
The minimum indicated in the first column is ten times the 
subsistence minimum of 1200 lire ($48), that is $480. The fifth 
and sixth columns show the ·distribution, in still another way; 
namely, the ratios of the totals of income in the respective cate
gories to the aggregate of those totals, taking the latter as 1000 
(last column), and the ratio of the numbers of persons reporting 
income in the respective categories to the aggregate of such 
persons (fourth column); but only incomes in excess of the 

to These estimates represent much more, in either year, than any 
reBpODSlble estimates attnbuted to • positIOn of landed property 
in the aggregate of private wealth of the Uruted States, Great 
Britain and France. 

tl R. G. Hawtrey, J~ of the Royal Stat18tic4l Society, 1925, 
p.548. 

a See comment of Sir Josiah Stamp in Wealth and Tazabk Ca,. 
pactty, London, 1922, p. 118. 
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equivalent of $1000 are included in the fourth and fifth columns. 
These figures are based upon the official records of the division 
of Direct Taxation in the Italian MInistry of Finance, and the 
computations as well as the conversions into dollars (necessary 
in order to allocate tqe groups according to the categories set 
up) were made by Professor Marcello Boldrini in one of the 
official memoranda prepared in connection with the negotiations 
for the funding of the Italian foreign public debt, and were later 
presented by him in greater detail, under the title "CapacitA. 
contributiva e gravame fiscale di alcuni Stati" in Metroo, Vol. V, 
December, 1925, page 121 ft. Conversions were made on the 
basis of dollar exchange rates for the second half of the fiscal 
year 1924-25. 

DISTRIBUTION 01' DI8TRIBUTION 01' 
PIIR80N8 HAVING AOOR.OATII 

CA.TEOORJ1C8 AOORBOA,.. INCOMU INCOM&8 IN 
or INCOIllII NUMBIIB or AMOUNT 0. EXCEIIDING EXCJ:88 O. 

(10 thou- PIIR80N8 INCOIIII ON. THOUSAND ONB TBOO8.Uf1) 
lando of (aD thoUlaDdo DOLLARS, TAKING DOLLARS, T .. lUNO 
doU ..... ) of lire) ON. THOUSAND ONII TBOV&A.ND 

As EQUAL TO As EQUAL TO 
THBIB NUMB ... TBII AGOR.GAD 

Mmimum 
to 
1 799,062 8,978,970 .. . .... 

1-2 165,821 3,541,110 76819 542.39 
2~ 28,760 1,164,300 13324 178.33 
3-4 9,708 520,150 4497 7967 
4-5 4,762 335,540 2206 51.39 
lHJ 2,694 208,930 12.48 32.00 
6-8 1,797 228,150 832 3495 
8-10 838 115,040 3.88 17.62 

10-15 832 151,640 385 23.23 
15-20 297 77,650 1.38 1189 
20-40 268 109,108 1.24 16.71 
40-60 54 38,916 0.25 5.96 
60-100 20 22,618 0.11 3.46 

100-150 4 7,521 002 1.15 
150-300 3 8,158 0.01 1.25 

Professor Einaudi has drawn up suggestive comparisons of the 
comparative burden of the Italian and British income taxes. 
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The following table shows the percentages of tax collected by the 
two governments from earned, unearned, and mixed incomes. 
Here the categorIes have been left in hre." 

EAR'Ii'ED I NCOM B MIXED INco .. " UXEARNED 1"00". 

INCOME PER CENT OP TAX 
LAR'I.,ED A~O rROIl IIfVUTED 

IN TBOU- IHVEWrMENT CA.PITAL 

8ANDS -
OF LIRE 

Great Gnoat Oreat 
BrltalD It.aly Britain Italy BntalD Italy 

1 960 1080 .. 2400 
2 1280 1440 2400 
5 1600 1800 ... 2400 

10 1661 1861 .... 2461 
15 1672 1872 ... 2472 
20 1692 1892 2492 
30 17.09 1909 104 2509 
60 375 17.42 1942 646 2542 

120 1000 1811 ... 2011 1338 2611 
240 1416 1878 2078 1666 2678 
360 1750 ]967 .. 2167 19.16 27.67 
600 2229 2048 2248 2333 2848 
900 27.70 21.34 2234 38.33 2834 

1,000 21.48 .... 2348 2948 
2,000 3687 21.48 .... 23 48 3729 29.48 
6,000 4437 21.48 2348 4437 2948 

Considering the more remote repercussions of fiscal exactions 
upon the national economy, one Inay fairly call attention to the 
fact that few countries exceed Italy in the extent to which indi
rect taxation bears on commodities. Before the war indirect 
taxation yielded about two-thirds, and direct taxation one-third 
of Italy's tax income; since the war the relative importance of 
indirect taxation seeIns to have been Inaterially enhanced, and 
Professor Boldrini has calculated that 46 per cent of all tax 
income in the year 1924-25 was derived from taxation on com
modities, as contrasted with 30 per cent and 28 per cent which 
he attributes respectively to Great Britain and France (for the 
fiscal years 1924-25 and 1924, respectively). 

• Published in the Carriere della Sera, May 5, 1925 and repro
duced in The AnnalISt, New York, August 10, 1925, by LWgI Ca8elli. 
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In addition to the burden of taxation as imposed by the State 
or its subordinate divisions, there has been another sort of taxa
tion in Italy almost equally severe although not capable of cal
culation on a per capita basis; for little short of confiscation in 
its original sense (however unintentional the government's poli
cies may have been in this connection) is the effect of the depreci
ation of the currency upon holdings of government securities. 
The table on page 462 shows the subscriptions to the great 
issues of long-term securities before and during the war under 
various aspects. 

Finally, the burden of taxation, the proceeds of which are 
going out of the country in the form of indemnities, debt repay
ments, and the like, is likely to be more constantly present in 
the consciousness of the taxpayer and perhaps to be more of an 
object of solicitude, if not of grievance, to him than the burden 
of taxation whose proceeds are to be spent at home. Business 
men begin to feel such burdens acutely when they find themselves 
confronted with competition which they deem would be less 
vigorous had it to bear fiscal charges equivalent to their own. 
An example of this feeling is the tone of the exchange of views 
between the British and Ita ian industrial federations in the 
spring of 1925." 

There can be no doubt hat a general "taxation strike" is 
always possible when the burden of taxation becomes literally 
a burden borne in order that the fiscal burdens of foreigners may 
be lightened. It does not matter whether in the past the will
ingness of lenders to extend credit and to deliver goods on long 
terms of payment has been a decisive factor in the building up 
of a nation's economic life, or even in the preservation of its 
pohtical independence. The attitude of colonial populations, 
and those of relatively "new" countries towards accumulated 

.. At that time, the Federation of British Industries published 
an extenSive memorandum addressed to the BritIsh Government 
on the question of the inter-allied indebtedness. The General 
Confederation of Itahan Industries promptly countered with a 
detaIled reply, reported in the Supplement to Its BUBiIUW and Fana,... 
cial Repor', prmted monthly in English, for March, 1925. 



EFFECT OF CURRENCY DEPRECIATION UPON VALUE OF SUBSCRIPTIONS TO GOVERNMENT SECURITIES· 
(In millions of lire) . 

DBPRECI- AMOUNT 
ACTUALLY 

AMOUNT ATION 01' PAID CAL- VALUE 01' AVERAGE 
NOMINAL LIRA 

VALUII 
PRICI. ACTUALLY COMPARED CCLATBD SUBseRI .. PERCENT- Loss 

LoAN. OF SOB- Ol' PAID J'OR TO GOLD IN GOLD TION IN A,GJD OJ' ON ALL 

8CRIPTION8 IS8uIII SUB8CRIP-
AT TIMII As OF GOLD LIRE Loss SUBSCRIP-

TIONS 01' ISSUE Tn.IB OJ' (1925) TlON8 

01' LOAN SUB8emp. 
TION 

Seeurlt ...... ued to 1915 13.3940 13,3940 100 13.3940 2.6788 8000 .... 
Redeemable lean 4% ( .. ~ued 

necember. 1914) 1.000 0 9700 9700 100 9700 1940 7999 .... 
Redeemablelcsn 4).)% (.BOUed 

June. 1916) 1.1459 9500 1.088 6 078 8491 2177 7436 .... 
Redeemable loan 5% ( ... ued 

Co~:;::r~':!J A~5680Ued Janu-
3.0181 9750 2,9426 078 2.2952 5885 7422 .... 

ary. 1917) 3.7985 9000 3,4186 080 2.734 9 6837 7500 .... 
Conoobdated 5% (I88Ued n ... 

.. mber. 1917) 6.0891 8650 5.2670 080 4.2136 1.063 4 7500 .... 
Conoobdated 6% (I88Ued Janu-

ary.192O) 21.0974 8750 16,3602 039 6,380 5 3.2720 4871 .... 
Total 49,5430 43,4410 30,8373 8,6881 7247 

• Bued on Bonaldo Stnlllllb.r· SuU. cond.n ..... della .. reo/cm ...... del """""0 _no dun,," •• do,... Ia ,...,..... Rome. 1920. 
aDd ,ubeequent reporta of the M.DI8t ..... of FInan .. . 
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public loans from older countries, at times of depression or wide
spread distress on t.he part of either borrower or lending country, 
is not unfamiliar. When once a population, or particularly its 
business community, gets the notion that the State is grinding 
revenue out of it in order to make payments to some foreign 
creditors, then the limit of taxable capacity has not only been 
reached, but exceeded.cs 

• In this connection an interesting passage may be quoted from 
Wilhelm Ropke, Geld und AU88enhandel, Jena, 1925 • 

.. It IS in fact POBnble, and in the case of 80 great a financial obliga
tion &8 the German reparation debt &8 good &8 certain, that It is not 
gomg to be fe&Slble, m view of the luruted absorptive capacity of 
foreign markets, 80 to pile up the value of our exports, that the 
balance (after the satisfactIOn of our forel~ obhgatlons) can suffice 
to guarantee our imports on the scale required for the carrymg on of 
production and for the mamtenance of a minimum national con
sumption at home. Tlus lIDpo881bility, of course, will reveal itself 
m good season by a general 'taxation strike' (Steuerstreik) on the 
part of the population caught between the upper millstone of reduced 
pubbc expenditure and the nether millstone of greatly augmented 
pubhc revenues; nor, in the long run, can the population be moved 
by any penalties to the pomt of allowmg Its exl8tence to be 80 pro
foundly menaced." 



APPENDIX E 

TRADE AND COMMERCIAL POLICY 

ALTHOUGH it is true that Italian national unity became a fact 
only after the principal colonial prizes of the nineteenth century 
had already been acquired by other nations (in any case, after 
the line of clannants for them had been formed), ItslJans may 
attribute the development of their important foreign trade to 
two great events - the substantial realization of UDlty itself in 
1861, and the opening of the Suez Canal in 1879. Little will 
require to be said as to the importance of the opening of the 
Canal in changing commercial routes and affecting markets. 
But the story of Italy's commerclal pohcy will need to be traced 
in its broad outline, at least, in order that the chief element in 
the industrial development of the country may be understood, 
and the significance of the present international dependence of 
Italy fully perceived.1 

I Detailed discussion of Italian commercaaI polIcy is not posslhle 
withIn the compass of this Appendrx, a fact the more regrettable 
because of the lack of any comprehenSive d!scusslon of the subject m 
EnglIsh. Current discUSSIons (and biblIography) are to be found m 
the economic yearbook of Professor R. Baem, L'IIdlI4 eronomWJ 
(down to 1921) and in the Runsta dl pol1.IWJ economWJ, Rome 
monthly,--as well, of course, as m the well-known economic 
journals of Italy, RlfortOO 8OCUlle, Gwrnale degh eronom 1.811, E ronomaa, 
and others. An authOritatIve survey of the period 1861-1910 
occurs in the monograph of Bonaldo Strmgber In Volume III of 
Cinquanliannl di&tona UalI41Ja, Rome,1911, entItled Gll acamlnzon 
festero II la polllt.ea oommercaale dal1860 al 1910. The monograph 
of R. Ziiblin, !he Handelsbezlehungen 11dlten8, Jena, 1913 (No. 16 
in the series Probleme der Weltwtrtschaft edited by Bernard Harms of 
the UDlversity of KIel) IS a methodical 8UIIllJllU'Y of all the statIStIcal 
data and an analysIS of commercaaI polIcy down to 1912. The 

46,i 
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r. PRE-WAR COMMERCIAL mSTORY 

One of the principal objects of Count Cavour was the encour
agement of foreign trade. Like Marco Minghetti, one of his 
principal collaborators, who slowly passed in after years from 
free trade views to militant protectionism, Cavour was, in con
sequence of his entire training and background, theoretically 
opposed to the principle of protection by means of tariffs. But, 
practical statesman that he was, he found it desirable to adjust 
the nascent industrial life of Piedmont to international com
mercial requirements.- In the years between 1848 and the 
outbreak of the Crimean War, he concluded commercial treaties 
with France, Switzerland, England, the German Zollverein, 
Austria and the Netherlands. In all, Cavour concluded not less 
than 33 commercial treaties in the period of his administration. 
nis policy in these negotiations was obviously to secure markets 
of fair promise for the exports of the Sardinian kingdom. 

compact study, Politico commerciale dell' ItalltJ of Professor Bresciani
Turroni, Milan, 1920, summarues wartune and early post.-war 
diSCUSSIon. In the Pri7lClpn d, economw comr1Wll"CltJl6 of Professor 
Arias, Milan, 1917 are many sections devoted to the reView and 
analysIS of Italian commercial policy. Two other works of impor
tance are L. Fontana-Russo TraUali di commerClO • feconomia 
nazionale, Rome} 1902, and O. Valenti, L'Agncolturo • la polahca 
romr1Wll"CltJl6 dell' talw, Rome, 1917. 

I Two declarations of Cavour WIll illustrate his views. Speaking 
on July 14, 1851, on the commercial tresty With the ZollveretD, he 
srud: "The cabmet is on I"f'COrd m favor of free trade, and sbll main
tams this prmclple; but it has made it clear that the principle must be 
applJed gradually, prudently and m such fashion as not to jeopanhse 
the PI't'Sellt state of afflW'S." More sigwficant IS his remark when the 
Anglo-Sardtruan treaty was bemg ratified (February 25, 1851): 
"They tell us that the protective system creates caPital; but as a 
matter of fact all that it does IS to change the direction in whlch capi
tal IS employed, favormg its flow towards protected industries. They 
tell us too, that we need capital from abroad; from one point of 
View tWs IS true, but we ought to consider the cost of thiS capital 
brought from abroad to be employed in our industries." These and 
other extracts from Cavour's speeches are to be found in Carlo 
Fern's monograph, 11 penBtero economico del conte di CQIJ(¥III', l\1JlaD, 
1921, together With useful bibliography. 
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A. Commerci&l Poliq. 1861-191' 

In the early years of unified Italy the commercial policy was 
one of moderate protection. Although Cavour passed from the 
scene his policy of commercial unification was pursued. The 
half~ozen major states of the peninsula, includmg the Pied
montese Monarchy itself, had previously pursued commercial 
policies framed not only without the slightest idea of co-opera
tion, but even in conflict one with the other. Indeed, the com
mercial interchange and activity which had characterized all 
portions of the peninsula in the later Middle Ages and down 
through the eighteenth century, had begun somewhat to dimin
ish rather than to promise future progress, because of the obstruc
tion to trade, inter-state or with non-Italian countries, which had 
characterized the fiscal systems of the majority of these states. 
Under date of June 27, 1861, a general customs tariff was pro
claimed which in a sense forms the starting point of any consid
eration of Italian commercial policy, or in fact, of the actual 
trade relations between United Italy and the rest of the world. 
This general tariff and the commercial treaties which were based 
upon it in the main, notably that concluded with France, were 
moulded considerably more after the model of free trade than 
Cavour himself may have intended, inasmuch as the require
ments of such diverse territories as now come under the House 
of Savoy might have justified a more elaborate and protective 
policy than had been necessary in Piedmont. But the reaction 
towards more and more protective principles did not take long 
in developing, although its consequences - tariff struggles with 
neighboring countries and particularly with France - did no' 
reveal themselves fully until almost two decades later. 

Almost at once, after the enactment of the National Tariff 
Act of 1861, voices in favor of a comprehensive and frankly 
protective system began to be heard. It was, however, less the 
direct consequence of this pressure than it was the result of the 
Treasury's necessity for additional sources of income. Certain 
increases in tariff rates were adopted, schedule by schedule, 
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during the years 1863-1874. In the latter year, a basis for a 
general reorganization of the tariff was recommended by a com
mission which had been at work since 1870. Mter some years 
of discussion, a new tariff law was adopted in 1878; while its 
main importance lay in the field of procedural reform, it increased 
tariff rates rather substantially on textile and metallurgical prod
ucts, among others. But it was only in 1887.that the program 
of the protectionists may be regarded as having been fully 
accomplished. The rapidly developing changes of the seventies 
and eighties made some such result as that of 1887 inevitable. 
The pressure to protect domestic production as an act of defense 
of a relatively congilSted population against the invasion of 
industry, commerce and even finance from countries which had 
been strongly protectionist for a century or little less became 
irresistible in the early eighties. Moreover, this was the decade 
when the competition from across the Atlantic in agricultural 
commodities had brought about a sharp fall in European agri
cultural prices,- a change which menaced Italy's international 
position more seriously, perhaps, than that of other countries 
where industrial development had reached such a stage as to 
preserve a better balance in foreign trade relations. Finally, 
the restoration of currency stabilization which also characterized 
the decade from 1880 to 1890 stimulated the development of 
export trade, and this fact was emphasized in support of claims 
of manufacturers for protection from the consequences of the 
loss of the advantage of producing in a country of depreciated 
currency. 

The discussion of the broad policy and of infinite numbers of 
more or less related details was prolonged and impassioned. 
Again, resort was had to the use of official commissions of inves
tigation. The committee surveying industrial problems recom
mended a moderate employment of tariff protection, while the 
committee surveying the foreign trade problems of agricultural 
production was unable to reach any more decisive conclusion 

I See Nourse .. E. G.,AmericanA~andlA.EuropeanM(JTkeI, 
1924, Chapter 1. 
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than that matters had best be let stand as they were, without 
much interference on the part of government in the affairs of 
agriculture.. On January 1, 1888, a new general tariff went 
into effect, and remamed until July 1, 1921, the basIS of the 
Italian protective tarill' system, although, in the nature of the 
case, it experienced many mochfications in the intervening years. 

The protectionISt program qUlte won the day in the framing 
of the Tariff Act of 1887. A steady modification of the com
mercial relations of Italy with foreign countries began even 
before the new law went into effect. A sharp struggle WIth 
France, heretofore Italy's leadmg customer, began With the 
denunCIation of the treaty of 1881, which had replaced the lIberal 
treaty of 1863, each country applying the maXImum rates of its 
general tariff imports from the other, Italy going so far as to 
impose special rates on French goods. Some branches of indus
try within a few years experienced a rapid expansion while the 
foreign trade of the country in general shifted its emphasiR more 
and more from the exportation of agrICultural products to the 
importation of raw materials for industrial purposes and the 
exportation of fabricated goods. 

During the years while the polIcy of protection was frankly 
being made the basis of Italian commercial policy, what may 
fairly be descnbed as the second great factor in stimulating 
foreign trade had begun to operate. The opening of the Suez 
Canal constituted a fact of the utmost importance for the eco
nomic life of all MedIterranean countries. WluIe the commer
cial conditions which had prevailed in the eastern half of the 
Mediterranean between the practical abandonment of the Levan
tine routes for the conduct of Asiatic trade and the completion 
of the Suez Canal might not fairly be called condItions of stag
nation, nevertheless, there had been no opening for any trade 
expansion along the eastern Mediterranean seaboard sufficient 

• Thel'e reports (AUt della oommJ.88W1Ul d',nch_ta per la reur8W1Ul 
della tanffa doganale, Rome, 1885-6), generally IUIBOclated With the 
name of F. Lampertlco and V. Ellena, Chamnen of the CommlSSlon8, 
are among the morE' mtE'restmg docmnents of the world's tanft' 
hterature of that period. 
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in itself to support or encourage industrial expansion in a Euro
pean country. Almost at once, Italy felt the effect of the new 
hnes of traffic between the West and East from wruch she derived 
lIot only the advantages of convenient location for the rendering 
of port-of-call services but also the advantage of direct par
ticipation in the trade of the African and Levantine markets. 
In due course, the markets around and east of the Suez Canal 
became more accessible to Italian products and more easily 
available as sources of Itahan imports. With the facilitation 
of new trade connections by the opening of the Suez route, there 
came an important revival of a traditional trade connection, 
namely, with the Black Sea and Southern Russia. This revival 
was not directly consequent upon the creation of the new mar
kets but was stimulated thereby because of the creation of ship
ping, commercial, and financial services for the distribution of 
Italian goods or acquisition of foreign products. 

The half dozen years following the adoption of the Tariff of 
1887, were, of course, years of widespread business depression 
throughout most of Europe and the growth of Italian trade again 
suffered the same setbacks as the foreign trade of other countries. 
As soon as the recovery was noted anywhere Italy felt its effects. 
But Italy had special drlficulties of her own. Domestic currency 
and credit adjustments were extremely painful, and the uncer
tainties of trade with foreign countries, owing to ruthless and 
costly tariff warfare, threw the shadow of great hardship over 
the period and stimulated emigration. Only in 1898 were trade 
relations with France put upon a reasonable basis; in the ten 
years preceding, Italy's trade relations with Switzerland, Au&
tria, and Germany were considerably augmented (chiefly on 
the basis of commercial treaties concluded in 1891-2) but hardly 
in sufficient degree to compensate for the loss of the French 
market. 

B. The Persistent Trade Deficit 

, How far were the treaties concluded on the basis of the com
mercial policy adopted in 1887 responsible for the significant 
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increase in the excess of imports over exports in later years? 
From 1900 to 1906 inclusive, the average value of the exports 
represented about 81.4 per cent of the average value of the 
imports; while, from 1907 to 1913 inclusive, exports equaled 
on the average only 64.2 per cent in value of imports I The 
modifications in tariff schedules in consequence of the treaties 
concluded since the beginning of the new century hardly could 
have been responsible for this failure of exports to keep abreast 
of imports; the Division of Commercial Treaties of the Ministry 
of Finance was of the opinion at the end of the period that the 
increase in imports relative to exports was due to tariff legislation 
only to the extent of about 7 per cent. e 

The cause of the uniformly unfavorable trade balance over 
the generation before the war was, particularly in the later 
years, the subject of some discussion; and the extent to which 
the progressive industrialization of the country was responsIble 
for the change was, of course, the point most at issue. It was 
contended that agriculture never enjoyed protection compar
able to that granted to industry. A wheat duty was abolished 
in 1884, and the famol1J' flour duty in 1887, under popular pres
sure; and certainly their existence had not contributed to the 
adoption of progressive methods in agriculture. Over most of 
this long pre-war period during which the principle of protection 
dominated Italian commercial policy the imports of raw mate
rials for the majority of the basic industries tended to increase 
more rapidly than the exports of finished goods corresponding 
to those imports. The one period when this was not the case 
appears to have been that of the depression prevailing from 1890 
to 1896. If, moreover, one considers the increase in impor
tation of food-stuffs as likewise related to the industrial devel
opment in that a larger proportion of the population, having 
flocked into industrial centers, was no longer engaged in the 
direct production of food-Btuffs, one must conclude that the 

I; Bachi, L'1/alta economica nell92l, Milan, 1922, p. 5. For trade 
figures themselves, see table on p. 264. 

• BresclRw-Turroni, Pollitca Commerciale deQ.'1talta, p. 31. 
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process of industrialization did, in fact, constitute the main 
cause for the constantly unfavorable balance of trade. 

How long it would have been before the industrial develop
ment would have reached such a stage as to make possible a 
gradual increase of exports relative to imports, if the war had 
not occurred, is an interesting point on which to speculate. 
It is, of course, by no means certain that the expanding resources 
of Italian manufacturers and capitalists would have been allowed 
uninterruptedly to be applied to the reinforcement of their 
technical position, the acquisition of control over certain foreign 
supplies, and the effective co-operation of foreign capital. 

As things stood in 1913, Italy's population was already giving 
unmistakable signs of a determination, by social and political 
action, to improve its living conditions and enlarge the share of 
labor in the control and yield of production. The dilemma of a 
growing population and a slender patrimony had lent the greatest 
practical importance and the color of a sound and just decision 
to the gradual development of a protective (occasionally almost 
prohibitive) tariff system; this in turn had stimulated industries 
old and new, and with them had brought into existence industrial 
and social conditions that could only cause the gravest pre
occupations. It is quite conceivable that the settlement of the 
problems rooted in these conditions might have taken the direo
tion of more and more tariff protection, the governmental sub
sidy of industry and agriculture alike, and the effectuation of 
large-scale programs (old age and unemployment insurance, and 
so on) by the State, in much the fashion, mutati& mutandis, as 
had characterized Germany's development after 1875. Jlad 
this been the direction of events after 1913, it is difficult to see 
how the gap between exports and imports could have been made 
narrower within a measurable number of years. 

C. Geographic Direction of the Pre-War I'oreign Trade 

Before considering such evidence as there is on how the 
unfavorable balance of trade was met, it is desirable to review 
briefly the direction of Italy's pre-war foreign trade. It was 
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natural, no doubt, that the trend of fashion in commercial policies 
after 1878 should have profoundly affected the trade relations 
of Italy with her nearest neighbors. The tarIff war with France 
in the decade beginning In 1887 reduced the total annual trade 
between the two countries by 350 million lire - perhaps by 
between three and one-half and four billion lire when the treaty 
of 1899 became efTective.7 Slowly, after the resumptIon of 
friendly trade relations, Franco-Italian commerce progressed 
towards recovery of its pre-war importance; but not even by 
1910, the best year of the fifteen just precedmg the war, dtd the 
value of the total trade between the two countrIes (352 millIon 
lire) equal the annual average value of the total trade between 
1881 and 1887 (649 millIon lire). 

Italy'S trade with Germany expanded so rapidly from the 
middle nineties on that, by 1906, the latter country had captured 
first place from Great Bntain as the source of Italian imports. 
The explanation is obvious. The imports from Germany in
cluded chiefly manufactured goods, expensive in many cases 
but less so than sImilar products from other countries; while 
the imports from Great Britain were then, as they are now, 
chiefly coal, cotton, and a few other staples. Germany, too, 
was a growing market for ItalIan exports, particularly of the 
class of food-stufTs. For a few years, indeed, at the turn of the 
century, Germany stood first in the lIst of Italy'8 export mar
kets; but after 1901, Switzerland took first place, Germany 
standing second until 1909, when she recovered the first place 
and held it through 1914.8 It has been calculated • that 75 per 
cent of Italy's imports from Germany were fabricated goods, 
and 80 per cent of her exports to Germany were raw materials. 

7 CalculatIOn of Zublm, p 272. 
8 The background for tlua sudden expansJon of SWlSS-ltahan 

trade wluch has to be studied in connectIon WIth the commercw 
relatIons of the two countrIes WIth Auatna-Hunglman Empire, IJl 
to be had m Bek, Handelsbezlehung zunschen ltalum und der Schweu 
Weinfelden-Konstanz, 1921 (No. 9 In Schweuer IndU8lne-u;;J 
Handel88tudum, edited by Professor Weyermann of Bern.) 

• By Professor Arias, Pnnapn di economw commerciale, p. 773, 
note 1. 
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As we shall note directly, this relation was substantially reversed 
in Anglo-Italian commerce because of the outstanding impor. 
tanco of coal and textile materials bought from England by 
Italy. While manufactured goods did bulk more largely in the 
exports of Great Britain and Italy to each other, than in those 
of the latter to Germany, it was also true that Germany tended 
to undersell either of them, in its dealings with the other in all 
fabricated lines (artistic goods and certain machinery excepted). 

Austria-Hungary and Switzerland served more and more 
largely as sources of Italian supplies in the pre.war decade, the 
former for timber, wooden ware, beer, and other articles of less 
importance, the latter country in connection with machinery, 
and manufactured goods; and both countries consumed large 
quantities of Italian food-stuffs, livestock, and raw and manu· 
factured textile goods. Central Europe, then, was of para· 
mount importance to Italy, as the source of the widest variety 
of raw materials and manufactured goods, and the market for 
Italian food products, wines, and textiles. 

Great Britain's trade relations with Italy centered before the 
war around Italian imports of coal, cotton and wool (including 
cotton and woolen goods), and machinery; and British imports 
of silks, hemp, hides, hats, gloves, cheese, fruits, and artistic 
objects, and (just before the war began) high grade automobiles 
and tires. It was, on the whole, a trade which seemed fairly 
likely to remain undisturbed by serious competition. Italy's 
imports from Great Britain increased much more rapidly. From 
279 million lire in 1901, they mounted rapidly to 523 million in 
1907, and then after a few years of slight recession, to 592 million 
in 1913. England's command of the international industrial 
fuel market and her dominating position in the trade in textile 
raw materials made it certain, as things stood in 1913, that any 
expansion of Italian economic activity must result in propor. 
tionally larger exports from Great Britain to Italy. The vol· 
ume and value of Italian exports to England fell off slightly 
early in the new century, declining to 130 million lire in 1905, 
thereafter rising steadily to 260 million lire in 1913 (264 million 
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in 1912). But the British market for Italian exports could not 
be as dependable as the Italian market for BritIBh exports. 
Italy's exports to England were such that, in a great many cases, 
competing countrIes could come in, backed by a cheaper process 
of manufacture, and offer better terms. 

The United States had come to occupy the third place among 
the countries from which Italy's supplies were drawn, and the 
second among her markets, in 1913. 

ITALY'S TRADE WITH THE UNITED STATES, 1900-1913-
(In lIlIllions of lire) 

ITA.LIAN' IMPORTS ITALIAN EXPORTS EXCIl88 O. YEAR FROM TUB TO THB 
111POIITII 

UNlTBD STATE!! UHITBD STATE!! 

1900 226 121 105 
1901 234 140 94 
1902 211 177 34 
1903 212 166 46 
1904 239 191 48 
1905 238 226 12 
1906 311 240 71 
1907 393 236 157 
1908 405 204 201 
1909 . . 390 272 118 
1910 363 264 99 
1911 415 247 168 
1912 515 262 25.1 
1913 523 268 255 

Annual Average 
1900-1913 . 334 215 119 

- StatistICal Ab8tract lor Italy, 1925. 

The bulk oOhe Italian imports from the United States con
sisted of grains, cotton, copper, mineral oils, timber, and tobacco; 
while the ranking exports to the United States comprised raw 
silk, cheese, citroUB and dried fruits, tomato paste, and olive oil. 
Apart from the silk, there was very little received by the United 
States from Italy which could not be produced at home in suffi
cient quantity, if not of the same quality; whereas the possibility 
of Italy's finding large scale supplies of grain, cotton, and cop-
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per outside of the United States must have seemed remote in 
1913. Moreover, the trade of Italy with the United States 
meant much more to the former than to the latter. During the 
five years preceding her participation in the war, Italy was the 
destination of about 3 per cent of the total exports of the United 
States, and the source of about 3 per cent of the total imports 
of the latter republic. Yet this commerce, when considered in 
comparison with Italy's entire foreign commerce, constituted, 
in the one year 1913, about 10.7 per cent of her total exports, 
and 14.3 per cent of her total imports. 

From the other extra-European markets of importance Italy 
received some grains (Canada, Argentina), coffee and rubber 
(Brazil), jute (India), raw silk (China, Japan). In only one 
case, Argentina, did any of these represent an important market 
for Italian exports. In the Argentine population's large element 
of Italian descent there already existed, some years prior to the 
war, a dependable outlet for Italian alimentary products, textiles, 
and other "consumers' goods." 

Finally, Egypt and French North Mrica, and Italy'S own 
Mrican possessions were absorbing fair quantities and wide 
varieties of her exports, greater in each case than the volume of 
goods bound towards Italy. The trade with Greece, Turkey, 
and the Balkan states took the form of Italian textiles and like 
miscellaneous essential articles in moderate quantities and of 
less expensive grades, and in return raw materials, timber, hides, 
and the like. Russia, of course, bulked large as a source of grain, 
timber, and other materials, and, much less notably,as a consumer 
of Italian textiles and other manufactured goods, wines, and 
fruits. The importance of Spain, Portugal, The Netherlands, 
and their colonies, and Scandinavia was distinctly incidental. 

The distribution of Italy's exports, and the proportions in 
which foreign countries furnished her imports, are set forth in 
the following list of percentages for the calendar year 1913.1' 

10 Bachi, L'IIalUJ uo7lOmu:a nel 1920, Milan, 1921, p. 50; and 
League of Nations, Memorandum on Balance oj PayrrlilflU, 1924, 
Vol. II, p. 155. 
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Percentages o/the Value 0/ Italy's 
Xotal Imports m 1913 

From: 
Germany 168 
Great BrItam . 162 
Umted States 143 
France . 78 
Austro-Hungarian EmpIre 7 3 
RUSSIa . 65 
Argentina 4 6 
BrItIsh India 4 0 
Rumama 2.7 
SWItzerland 24 
BelgIUm 21 
Japan . 17 
Turkey. 1.6 
ChIna . 1.5 
BrazIl . 1.5 
Australia 10 
Spam . .8 
Egypt . .8 
Tums . .6 
Canada. .4 
Greece . .3 
LIbIa .2 

Percentages o/the Value 0/ Italy', 
Total Exports in 1913 

To: 
Germany . 13 7 
Umted States 107 
Great BrItam 10.4 
SWItzerland 9 9 
France . .. 92 
Austro-Hungarmn EmpIre 80 
ArgentIna 7.4 
Turkey. 37 
LIbIa . 31 
RussIa. • 24 
BelgIUm . 23 
British IndIa 2 0 
Egypt . 20 
BrazIl . 19 
Greece. 10 
Spam . .7 
Rumama .6 
Australta .5 
TunIS • .5 
Canada .4 
Japan . .2 

II. COMMER.CIAL DEVELOPMENT SINCE 1914 

The Great War and the difficult years of readjustment which 
have followed have naturally had a profound effect upon Itahan 
trade and commercial pohcy. "In time of war," remarks a 
student of Italy'S war-time trade,1l "foreign trade commerce 
develops in a manner wholly different from its course during 
times of peace. As the struggle goes on, the state becomes the 
chief manufacturer, shipper, distributor, merchant, and - even
tually - the chief consumer of wealth." The development of 
Italy'S foreign trade from 1914 to 1925 reflects the truth of this 
observation. 

In the table on pages 482-483, will be found the official figures 
for the trade movement during these years. Impressive as they 
appear, these figures have to be used with some reserve. The 

11 V. Dentamaro, un commercio estero dell' Italta durante 1& 
guerra," in Gwrnale degll Econom18tl, June, 1923, pp. 305-19. 



TRADE AND COMMERCIAL POLICY 477 

rapid change in the value of currency served to render particu
larly untrustworthy the statistics produced on the basis of offi. 
cial valuation which was the tradItional basis in Italy until 
July, 1921. Nearly all Italian writers on the BubJect appear to 
unite in this opinion. Moreover, attention has to be called to 
the fact that there was a considerable increase in the amount of 
smuggling, both from and into Italy, during the years of the 
war. At the same time the shift in method of valuation in 1921 
renders the figures before and after that year to some extent 
incomparable.11 In order, however, to arrive at as nearly com· 
parable figures as possible, the annual excess of imports used in 
the text of Chapter II, pp. 34 and 38, was converted into gold at 
the annual average dollar rate of the lira.1I The official paper 
lira figures themselves appear in Appendix A, p. 264. 

A. The Extent and Trend of the Trade Deficit, 1914-1924 

The beginning of the war atTected Italian. trade disastrously 
as it did that of so many other countries, but the repercussion 
appeared to be less severe than was actually the case because ot 

II For a discussion of the statiStiCal problems involved in the 
transitional year, see Bachi, ltalweconomzca al 1921, MIlan, 1922; 
and RWlsta di poldu:a economlca, 1923, pp. 416 and 544. 

Bachi was of the opinIOn that the new nomenclature is more scientific 
and practical than the old (52 categories in place of 19; 2500 items 
in place of 1200). The figures for the second half of 1921, in any 
event, show that the import values for the first half of that year and 
for the two or three years precedln~ tended to be exaggerated out of 
bne with export values ResponSlble students naturally dllTer as 
to the precise value of Italian total trade In 1921. The exeess of 
Imports appears to have been somewhere between 7 and 9 billion hre. 

11 The disCUSSion In thiS section IS based mamly upon the comment 
of Professor RIccardo Bachi In hIS annual reView, ltalw economlca, 
for the years down to 1921 Inclusive, of which inCIdentally a sum
mary was contributed by !um to volume II of the League of NatIons 
publication relating to the Brussels Financial conference of 1920 
entitled The Recommendah07l8 and their Applu:ation: A Review After 
Two Year't Geneva, 1922. For the years subsequent to 1921, the 
annual reView of Professor GIOrgio Mortara, ProI!pettWfJ ecooom1Ch4t, 
has been helpful, as well as various offiCial memoranda prepa~ by 
Professor Mortara and others In connectIon With the negotiations 
for the fundIng of the fOreign public debt. 
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the demand for foodstuffs, fuel, and other commodities which 
sprang up in the winter of 1914-15 from the countries of Central 
Europe. Switzerland was gravely affected by the existence of 
war-time economic conditions, east, north, and west. The 
physical volume of the foreign trade of Italy was never aug
mented materially throughout the four and one-quarter years 
of actual hostlhtles, the great growth in figures of value merely 
reflecting price Increases. In the one year, 1915, Italy's exports 
held their own in volume, although there were radical changes 
in the kinds of goods exported. Imports in 1915 registered a 
materIal Increase in physical volume from 1914, in 1916 they 
showed an Increase of 16 per cent from 1915. This second year 
of the war was distinctly gloomy for Italian industry and com
merce. The means of production all had to be concentrated 
upon purposes essential to the conduct of the war and It was 
with the greatest difficulty that production of other sorts could 
be carried on and, if carried on, could find markets abroad ready 
to consume its output. On the other hand. the requirements 
of the country for fuel and food grew apace. 

But unquestionably the hardest year of the great struggle 
from the economic point of view was 1917. This was true of all 
the belligerents except the United States. Naturally 1918 was 
also a very trying period and there had accumulated by that 
year so many formidable obstacles that the supply and financial 
problelnB confronting government officials were greater than they 
had been the preceding year. On the other hand, in 1918, there 
was the definite assurance for the Western powers and Italy 
that the great resources of the United States would eventually 
be brought into play in their support. This assurance did not 
exist sufficiently early in 1917 to affect anything but the state 
of the treasuries of the Associated Powers. The value of Italy'. 
imports in 1917 exceeded that of her exports by more than 10 
billion lire. The disproportion between the two currents of 
trade was even greater in 1918 amounting, prima facie, to 13 
billion lire. 

In 1919, and through part of 1920, the effect of the post-war 
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trade boom made itself quite apparent, but as yet, the govern
ment was too much preoccupied with the liquidation, political, 
military, and economic, of the state of affairs developed in war
time, to undertake to stimulate trade expansion very systematic
ally. The excess of imports over exports rose to ten and one
half billion lire in value, while in volume, imports increased 
slightly over 1918, exports by as much as one-half. Ail for 1920, 
the unfavorable trade balance - the high water mark for 
United Italy - amounted because of the rising prices to 15 
billion lire in value. In volume, imports actually fell off as 
against 1919, and exports increased 28 per cent; yet compared 
with 1913 volume figures, imports were 4.5 per cent less, and 
exports fully 12.2 pet cent less. 

Late in 1920, the world price crisis descended upon Italy, 
with pronounced effect. particularly in 1921, and during the 
latter year the new customs tariff law went into effect. So 
far as 1921 and 1922 are concerned, this law to which we shall 
presently refer in more detail, may be set down as having tended 
to restrict imports with very few exceptions. 

The following year, 1922, while one of political and social dis
turbance, which could not but affect industrial production and 
even foreign commerce to some extent, was, on the whole, a 
period of consolidation during which the disparity between 
imports and exports was materially reduced. The quantities of 
both imports and exports showed a definite increase, their lesser 
value being attributable to the lower price levels prevailing in the 

'world markets. Exports, in particular, experienced a wholesome 
quantitative increase exceeding in percentage that of any 
preceding year. 

The course of trade in the three years, 1923-25, may be 
treated as a unit. The exceptionally fine harvests of 1923 and 
1925 respectively affected the subsequent fall and winter import 
figures, just as the disappointing production figures of 1924 made 
large imports of foodstuffs necessaI'Jr in 1924-25. Coal imports 
rose in 1923, as the receipts of coal from Germany under the 
reparation clauses of the Treaty of Versailles (which do not 
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appear in Italy's official trade figures) 14 fell off in consequence 
of the occupation of the Ruhr Valley early in that year, but the 
recuperation of illdustry would have stimulated eoal Imports ill 
any case. The unfavorable trade balance was cut down, but 
the reduction was disappomtingly small; whereas, 10 1924 the 
disparity between exports and imports was dunmished conSid
erably because of a spurt in the exportatIOn of manufactured 
goods. As for 1925, It was mamly the factor of food importatIOn 
in the winter of 1924-1925, which sharply forced up the excess 
of imports over exports, but the growing demand for raw mat~ 
rials served to hold the level of the excess through the wmter 
of 1925-1926.15 

B. Composition of Foreign Trade. 1914-19240 

It will be helpful at this point to furnish a simple analysis of 
Italy's trade in the years 1915-1924, according to the principal 
classes formerly in use.!' 

The war-time development naturally reflects the military 
requirements of the great struggle. In Class I, that of raw 
materials, serious shortages present themselves from the very 
beginning of the war in such thmgs as coal, Iron, cotton, wool, 
leather, rubber, and jute, all of these natural products of the 
utmost necessity for military purposes The steady r18e of im
ports in that class from the low level of 2,068 million (1,387 million 
in 1913) to 4,556 mulion ill 1918 reflects the importation of coal 
- at what one Italian commentator describes as II hyperbohcal" 
prices - and the other materials of thlB class, in the order indi
cated. The exports in this group hovered below the 1913 aver-

1. On German coal deliveries under the Treaty of Versailles, see 
p.313. 

IA Import and export figures for the first six months of 1926 are 
shown on p 44 of Ch. II. 

lt These have been replaced by the eight classes shown in the 
detaIled figures for 1925 whICh appears at the end of this appendix, 
on page 493. The use of the four classes was contmued by the 
RWiIlta dl poluaca econom"ro for several years after the diJlcon
tmuance of this cla&<ufication 'by officIal publIcatIOns, so 118 to make 
po&'!lble comparlBOn of the older and more recent totals. 
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age until the last year of the war when very heavy purchases of 
hemp on British and French account helped to increase the value 
of the group as a whole. 

It was in the second class of merchandise that some of the 
most notable effects of the war revealed themselves. Partly 
fabricated goods included the material for metallurgical, electro
technical, and other industries dIrectly serving war purposes. 
Moreover, many of the other industries upon which Italy depends 
for the maintenance of her export trade call for partly finished 
goods imported from abroad. More and more, as the war 
went on, Italy's supplies of partly fabricated materials were 
procured in the United States. So far as exports in this class of 
goods were concerned, the same shrinkage in volume, substan
tially speaking, was registered as in the class of raw material 
exports, although the high value of such exports as partly fin
ished silk goods and other textiles tended to bring up the value 
figures as a whole. But even here, by 1918, the strong compe
tition of silk from Japan and the increasing complication of labor 
and financial problems led to a falling off in both volun;te and 
value as compared with the precedmg year. 

The imports of manufactured goods, comptising Class III of 
Italy's main trade groups, fluctuated in a way that illustrates 
how closely tied up with the economic situation of her neighbors 
Italy has been before and since the war. Many of Italy's 
imports of this class of goods had come from the Central Powers 
and the absorption of all the production of the latter in their 
own war requirements was somewhat responsible for the fall in 
Italian imports when the war began. The stagnation of Italian 
business helped to account for it. Then came the intervention 
of Italy itself in the war and the necessity for holding imports 
at as low a figure as possible. Nevertheless, general require
ments of a great variety forced the value, and even the volume, 
of imports somewhat higher. In 1916, imports in this class 
were fully double what they had been in the preceding years; 
in 1917, larger still, and even in the last year of the war, they 
held their own in volllI'le. The exports mounted slowly until 
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ITALY'S IMpORTS AND EXPORTS 
(In millions of lire and percenta~s 

1915 19UI 

Percent-
Value age of Value 

total 

Pert'ent
age 01 
total -----------1------------

1_ Raw Materials: 
Imports . . 2,068 44.0 3,380 40 3 
Exports 233 9.2 350 11.3 

II. Partly Fabricated Goods: 
Imports 832 17.7 1,641 195 
Exports.. 684 27.0 950 308 

III. Manufactured Goods: 
Imports 550 11.7 1,515 18 1 
Exports. .. 1,043 41.2 1,270 41.1 

IV. Foodstuffs and Live Animals. 
Imports 1,254 266 1,854 22 1 
Exports 573 22.6 518 16 8 

TOTAL 
Imports 
Exports 

C~E8 

I Raw MaterIals. 
Imports 
Exports . 

II. Partly Fabricated Goods. 
Imports 
Exports 

III. Manufactured Goods. 
Imports 
Exports 

IV. Foodstuffs and Live Animals 
Imports 
Exports 

TOTAL 
Imports 
Exports 

4,704 100 0 8,390 100 0 
2,533 100 0 3,088 100 0 

1921 1922 

Percent- Pereent-
Value age of Value age of 

total &otaI 

5,638 327 5,507 349 
902 109 1,143 123 

2,227 129 2,867 182 
2,697 326 2,833 304 

2,430 14.1 2,343 149 
3,219 389 3,134 337 

6,972 403 5,048 320 
1,457 176 2,192 236 

------
17,267 1000 15,765 1000 
8,275 1000 9,302 1000 

* Based upon Stat1.8tlClJ del commerrio ,peczak di Importazwne , di 
1925, p. 349. 
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IIY PRINCIPAL CLASSES, 1915-1924· 
of total exports and Imports) 

1917 1918 1919 1920 

Percent- Percent- Pereent- Pereent-
Value BIle of Value BIle 01 Value BIle 01 Value BI!8 01 

total total total total ------------------------
3,823 27.3 4,556 284 5,302 31.9 9,179 342 

360 10.9 503 150 759 12.5 1,583 13.5 

3,636 26.0 3,882 24.2 2,841 17.1 4,757 17.7 
1,027 31.0 822 24.6 2,153 35.5 3,582 30.4 

2,634 18.8 2,857 17.7 2,616 15.7 5,540 20.7 
1,479 44.7 1,253 37.5 2,191 36.1 4,962 42.1 

3,897 27.9 4,764 29.7 5,864 35.3 7,346 274 
443 13.4 767 229 963 15.9 1,647 14.0 ------ ---

13,990 1000 16,039 1000 16,623 100.0 26,822 100.0 
3,309 100.0 3,345 100.0 6,066 100.0 11,774 100.0 

1923 1924 AVUAO. 192:i-1924 

Value Percentage Value Percentage Value Pereentace 
of total 01 total 01 total 

6,943 40.4 8,260 42.6 6,903 396 
1,219 11.0 1,545 10.8 1,302 11.3 

2,835 165 3,632 18.7 3,112 17.8 
3,219 29.0 3,745 26.2 3,266 28.2 

2,473 144 2,796 1404 2,537 14.5 
4,095 37.0 5,116 35.7 4,116 35.6 

4,937 287 4,700 24.3 4,895 28.1 
2,553 230 3,912 27.3 2,885 24.9 

17,189 100.0 19,388 1000 17,447 100.0 
11,086 100.0 14,318 100.0 11,569 100.0 

esporlazione; regroupmg publIShed m Runsta dl polllleG _leG. 
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the middle of the war and then tended to fall in volume, but to 
rise in value inasmuch as they comprised expensive textiles, 
automobile trucks, tires, and other high-value manufactures. 

The fourth class of commowties (foodstuffs and live anunals) 
naturally 18 the most spectacular during the war period. The 
increases in imports, of course, were practically all on military 
account. The augmentation of the volume of cereals, fats, 
hve stock, and other items in this class proceeded stea<Wy, 
more being imported each year, in volume as well as in 
value. 

Important variations in the kind and sources of commodities 
took place in both import and export trade during the two years 
1919-20. The total volume of Imports in the broad group of 
metallurgical and mineral industries was barely 80 per cent of 
the volume in the last year before the war. The purchase of 
railroad equipment now bulked large in this group of imports. 
Rubber and leather were Imported in much greater quantities 
than before the war and, at the extremely high prices of 1919-
20, went far to .account for the impressive increase in import 
values in the latter years. The development of the woollen 
industry stImulated a large increase in the importation of wool 
(raw and partly manufactured) but while cotton textlles entered 
in increased quantities, raw cotton fell off owing to the shortage 
of supply and the dJSorganization of the domestic industry. 
Large increases were registered in most of the foodstuffs which 
Italy imports, particularly cereals, and fresh and preserved 
meats. The exports tended to increase in the case of hIgh-value 
fabricated goods, such as manufactured sllk wear, cotton and 
woollen goods, gloves and footwear, high grade automobiles. 
Mineral exports (partICularly marble and sulphur) fell off. The 
most striking diminution in the volume of exports took place in 
the group of food supphes This decline in the exportation of 
cereals, meats, and related products generally (products in which 
there had usually been a surplus available for export down to 
1919, but a growing deficit in home production thereafter) was 
due, on the one hand, to the pressing demand of the home mar-
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ket, and on the other, to the maintenance of extensive and 
rigid restrictions. 

In the summer and fall of 1920 there appeared the first signa 
of a sharp contraction in the export trade of such agricultural 
products of Italy as depend upon an export market, chiefly fruit, 
olive oil, and dairy products; and the world-wide crisis affected 
unfavorably the exportation of many high grade exports, such as 
silk fabrics. One of the few important export groups to hold 
its own (in. volume) was woollen goods and clothing, The 
imports declined markedly in value because of the general drop 
in price levels, while from the point of view of volume, there was 
a serious curtailment in the importation of raw materials for 
the textile, metallurgical, and allied industries. Some manu
factured goods continued for a time to enter in about the same 
volume, partly, it would seem, because of the policy of manu
facturers in other countries desirous of realizing upon crowded 
stocks, which ,they offered to Italian customers on conditions 
rather tempting as to price and credit. Fuel, cereals, and other 
foodstuffs continued to enter the country in much the same 
volume. 

The year 1921 witnessed a sharp decline in exports, and a 
period of stagnation all round. In part, as we have noted above, 
imports fell off, because of the sharpening of tariff protection in 
the Customs Tariff of 1921. More than ever, foodstuffs stood 
out as the great requirement of the Kingdom, but this relative 
prominence was heightened by the lessened demand for indll&
trial raw materials. In 1922 there was a falJing off in the exports 
of raw materials and of foodstuffs, but an increase in that of 
partly manufactured and unmanufactured goods. The comer 
had been turned again in the foreign markets; while in the 
domestic markets the importation of finished goods was rela
tively declining, while that of foodstuffs remained at a high level. 

We come now to the three years, 1923-1925. In 1923, imports 
on aocount of the metallurgical industries were sluggish; other 
raw material imports increased normally or held their own as 
to volume. Exports expanded under almost every heading, 
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particularly those of partly manufactured and manufactured 
goods. The tendency towards a wider distribution of the com
modities exported, to which reference has just been made, con
tinued to manifest itself throughout 1923, and, for that matter, 
1924 and 1925 as well. An expansion in the export market 
gained a slight headway. 

In 1924, the improvement in exports was fairly well distrib
uted, the food items (fruits, oils, wine, cheese, macaroni, and 
similar products) being especially marked and furth.er reflecting 
the benefits of the previous year's crops; while the value of the 
manufactured goods had increased over 1923 by one billion lire. 
Imports had increased heavily in respect of raw and semi-manu
factured materlals, over 1923, manufactured goods showed no 
sigruficant increase. The importation of food supphes fell below 
that of 1923 in value, again because of the abundant yield of 
the latter year. The agricultural production of the year 1924 
itself was mediocre, with unfavorable consequences on the trade 
of the winter months of 1924-25, not merely because of the 
enforced importation of cereals, but because, too, of the strain 
imposed upon the Italian currency structure by the rise in price 
levels which followed the domestic shortage of supplies. 

C. The Geographic Direction of Italian Trade: 191&-19" 

1. Th£ war year8. - Not the least important aspect of the 
violent derangement of Italy's international accounts by the 
outbreak of the European war was the material change in the 
geographic direction of her trade. The following table shows 
the distribution of Italian trade during the war period. More 
and more the United States became the purveyor of Italy's food 
and some of her raw materials Great Britain acted as fur
nisher of fuel, metals, and various essential materials and manu
factured goods, at first because the financial machinery and 
resources for Italy's increased needs existed only in England. 
Later Italian dependence on British war material (equipment 
and ammunition) accounted for the steady increase in the import 
values. 
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The Argentine Republic (and to a less extent some of the 
neighboring states of South America) rapidly displaced Euro
pean powers of importance in the ranks of Italy's sources of 
supply and potential markets. Trade relations were created 
with Australasia and the Far East in the critical days of the war 
only to disappear almost as abruptly because of their artificial 
character, the difficulties of transportation or the availability 
of supply from more familiar sources. But it is the blotting 
out of Central and Eastern European markets, with reference 
both to exports and imports, which represents perhaps the 
most severe strain upon Italy's trade connections. Accustomed 
as we are to consider Italy'S trade relations to be primarily 
directed to the West, we tend to overlook the fact that the pre
ponderance of the United States, other American countries, and 
Great Britain is due to less than a dozen bulky commodities or 
closely related groups of commodities. 

In the case of France, Switzerland, and most of the rest of 
Europe, as.well as the Levant, Italy's import trade, in particu
lar, and export trade to some extent, includes a very wide variety 
of goods upon the dependable traffic in which rests the prosperity 
()f a number of persons engaged in small industry, commission 
houses and the like, a number relatively greater than that of 
those concerned with the bulky raw materials and foodstuffs. 
The advent of the war signified at once the virtual elimination 
()f-all such trade relations except with France and Switzerland. 
In the case of France, commerce took on practically a wholly 
governmental and military complexion, as the two powers were 
drawn into more and more economic co-operation incidental to 
the conduct of their struggle. 

I:;wiss trade with Italy offered problems of a special character 
during the war.n Switzerland was threatened by the war not 
merely with the loss of essential industrial materials, but, before 
long, with grave shortages of food. Access to the sea (at least 
for oversea commerce) became most wfficult, and at length was 
reduced for all practical purposes to the Genoa route. Italy. 

If Compare F. Bek's study mentioned in note 8, p. 472. 



COUNTRY 

United States 
Great Britain 
France 
ArJ!:entma 
SWitzerland 
Germany 

ITALY'S PRINCIPAL TRADE RELATIONS, 1915-1919* 
(In millions of lire) 

1915 1916 1917 1918 

Import. Exports Imports Exports Imports Exports Imports Export. 
to from to from to from to from 

---------------------
1,749 283 3,415 315 6,192 244 6,641 169 

849 391 1,977 447 2,165 483 2,666 427 
240 438 595 738 993 912 1,334 1,207 
480 141 554 200 804 

I 
192 1,657 138 

118 314 209 632 249 605 191 410 
230 204 "12 "18 "16 

1919 

Imports Exports 
to from 

------
7,350 630 
2,444 773 

760 1,403 
1,540 149 

370 786 
88 85 

• AnnuaMo StahstJco Itahano, Seconda Senet Vol. VIll, Anna 1919-1921, IndtCl EconomtCtjinoal1924 
"These figures relate to merchandise Withdrawn from customs warehouses where they had been en

tered prior to hostUlties between Germany and Italy. 
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on the other hand, had to look to Switzerland for many things 
previouaIy furnished by Austria-Hungary and Germany; such 
was to be the case, as things appeared in 1914, quite regardless 
of Italy's own participation in the war. Timber, cellulose, scrap 
metals, dyes, and like commodities from Switzerland in return 
for foodstuffs and animals, pyrites, and other raw materials, 
and a few manufactured articles from Italy formed the basis of 
exchange. Each country had every reason to avoid embarrass
ing the other, and the agreement they made in 1915 was lived 
up to, so far as practicable, down to the end of the war. The 
desire to prevent commodities from getting through Switzerland 
to the Central Powers naturaIly led to numerous restrictions, 
and rendered more difficult the gaining of export permits waiv
ing the prohibitions of the exportation of food and other essential 
articles imposed by the Italian government on August, 1914. 
Despite all these difficulties and the friction due to requisitioning 
of supplies in Italy, Swiss-Italian trade materiaJly increased until 
the last year of the war, when the tremendous strain on the 
resources of all Europe, menaced the continuation of even this 
remnant of Italy's former trade relations with Central 
Europe. 

2. The 1I6aT3 1911-19!4. - The period after the war began to 
throw into relief a change in the distribution of Italy's exports 
with respect to the sources of her imports. This change had 
been making itself more and more felt through the entire four
year period, 1919-1923, and it was bound to affect the commercial 
policy and other economic policies of the Italian State. Wh~ 
as, on the one hand, imports have tended to come from fewer 
and fewer countries, Italy's exports have tended to an increasing 
extent to spread over markets regained or markets acquired for 
the first time. While Italy formerly sent large percentages of 
he.r exports to several of the countries on which she depended 
for imports, all these percentages in the post-war years declined 
steadily, while new markets in Eastern Europe, like the Serb
Croat-Slovene Kingdom, came to figure more decisively as 
countries of destination. Italian cottons were entering North-
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em Persia over the route from Batum 88 early 88 the sum
mer of 1925 - a route closed to all foreigners since 1883. but 
opened to Italian trade by the Union of Socialist Soviet 
Republics)S 

An excess of exports over imports developed in the case of 
France and Switzerland in 1922 and in 1923; while in 1924 Ger
many and Austria were added to this list. The United States, 
88 the purveyor of cereals, petroleum, copper, and other fooda 
and raw materials - aggregating not much short of four times 
the value of the manufactured goods and foodstuffs sent by Italy 
to the United States - occupies a more striking position than 
ever in Italy's foreign trade relations)' Three of the states 
which replace the Austro-Hungarian Empire have attained 
important positions both 88 markets for Italy, and sources of 
some of her supplIes. Germany's return to a position of major 
importance among those with which two-thirds of all Italy', 
foreign trade is transacted is spectacular. And it would have 
been more so if the statistics had taken account of the value 
of German deliveries to Italy under the reparation clauses of the 
Treaty of Versailles, or if, in the absence of such enforced deliv
eries, Italy had had to buy more or less the equivalent of what 

11 On Italian trade in Transcaucasia and Persia, see ltIanchuler 
Guardwn Commercwl, August 13, 1925, p. 162; and in the l!ame 
journal of March 19, 1925. p. 318. see references to aWl competition 
accorded to Bnt1sh exporters to Argentma by Itahan manufacturers 
of textiles and other goods. Other aspects of Italian export trade 
in textiles are discussed ill the same Journal on December 10, 1925, 
p. 633, (and the supplement of that 188Ue entitled .. European Tex
tiles"), February 18, 1926, p. 186 (where it is demonstrated thaL 
Italy's worst post-war year ill exportmg cotton goods to All8tna, 
Hungary, JUgoslaVIa, Bulgaria, Greece, and Turkey 18 better than 
her best pre-war year, consulenng only quanltllU), and March 18. 
1926, p. 305; and London TI1I1e3 Supplement, .. Artlficml Silk 
Number," March 9, 1926. 

II The trade relatIOns between Italy and the United States in 
recent years have been the subject of three pamphlets publlBhed by 
the Italmn Commercial Attache at Washington, Comm. Romolo 
Angelone, 11 commercw itaUHlmericano mul' alln, 1921!-t3 and 
durante a 1924, New York, 1924, Washmgton, 1925, and (con
siderablyenlarged) n mercato degh Stali Unm ed a commercio eD1I 
L'IIIllUJ durante a 1925, Washington, 1921S. 



CoI7>ITBl' 

United States 
Great Britain 
Germany 
France . 
SWitzerland 
Argentma • 
Austna. 
Serb-Croat-Slo~en~ 

State 
Czechoslov~kia' 
British India 

ITALY'S PJUNClPAL TRADE RELATIONS, 1920-1924-
(In millions of hre) 

1920 1921 1922 1923 

Imports Exports Imports ExporIAI Imports EzporIAI Imports EzporlAl 
to from to from to from to from 

Italy Italy Italy Italy Italy Italy Italy Italy 

--- ---
8,689 939 5,711 1,084 4,398 1,018 4,619 1,513 
4,609 1,379 1,680 795 2,022 1,117 2,190 1,200 
1,097 574 1,293 814 1,246 972 1,299 693 
1,904 1,696 1,070 96i 1,151 1,366 1,323 1,601 

575 1,505 287 831 331 1,207 376 1,201 
3,005 604 925 338 771 500 1,503 741 

654 621 445 lilO 326 222 826 835 

62 207 403 4 367 255 489 336 
• • 220 53 180 43 158 67 

1,022 229 590 95 . . ... 741 99 

1924 

Imports Exports 
to from 

Italy Italy ---
4,648 1,232 
2,176 1,493 
1,518 1,564 
1,479 1,822 

414 1,609 
1,106 830 

466 684 

557 870 
305 141 
950 173 

- AnnooMO SlatiBtu:o ltalUlno, Seconda Serle, VoZ. VIII, Anni 1919-1921, Indici Economicijino al1924. 
o Less than five million lire. 

• II) -
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she has received from Germany, a thing which by no means 
foiIows, of course.20 

It would appear that in the years 1922-1924, something not 
far from five or six hundred nulhon hre have been received in 
the form of coal and hke German delIveries not recorded in the 
commercial statistics. On the expansion of Italo-Swiss and 
Franco-Italian trade no comment need be made except that, on 
the whole, the economic relations between these countries and 
Italy are now fully as extensive and well-balanced as in pre-war 
times. The indefiniteness of the present trade with Russia is, of 
course, one of the most unsettling and speculative factors in the 
entire problem of the directIon of foreign trade; unless, and until, 
the economic resources within the jurisdictIon of the great Slavic 
state or group of states become once more practically and 
dependably available, Italy will have to forego the possibility of 
purchasing many of her industr181 raw materials and her grains 
from a country close at hand and potentially a market - at 
least over much of South Russia - for Italian exports.1I 

D. The Trade Situation in 1925 

We have left to treatment by itself the record of the year 1925. 
It is the last complete year for which figures can be submitted 

10 On the other hand it is to be bome in mmd that in checkmg up 
the statIstIcs of importatIOn and exportatIOn of a given country 
by those of other countries, even when correspondmg methods of 
valuatlODS are employed m the systems compared, the ultimate 
destmatlOn 18 not always accurately reflected m export figures. See 
comment on Italian frwt sent to Scandmavla but recorded m 
Italian StatistiCS as destmed for Germany in StatU/fl.k Ilea deuluhen 
Reu:h8, Bd. 310 V. Berlin, 1924, p.23 (A usw4rfl.ger Handel, 192(}-tt; 
Ita/ten) and Bd. 318, III, Berlin, 1925, p. 41, (AU8'I04rhger Handel, 
1923-21,: ltalten) Everywhere tranSit trade affects the results less, 
as ill the case of France, divergencies of Importance occur between 
the respectIve statistICS, see comparison of French and ItalIan 
figures m report of the commerce committee of the French Chamber 
on the Franco-Italian trade agreement of 1922 (Documenta par
lemenlalre8, Chambre, Annexe 7039, January 25, 1924). 

11 Some progress has been made ID the duectlon of penetration of 
Soviet spheres of mfluence, as for example, by the DllDmg syndicate 
known as the Societa M lmeTa 1 talo-Belga di GwrgUJ, which has a 33-
year concessIOn 10 some 30,000 hectares, paymg a 10 per cent royalty. 
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in this volume. The trade deficit for the year amounted to 
7,882 million paper lire or approximately 1,576 million gold lire. 
Without any discussion of its significance, we insert at this 
place tables showing the composition of Italy's foreign trade in 
1925 and its direction.D 

We present first the table of commodity classes. This is 
arranged according to the classification in effect since 1921, and 
not according to the old classification which we have shown for 
the war years and post-war period to 1924. For comparative 
purposes, the year 1924 is also shown. 

ITALY'S FOREIGN 'IiuDE, 1924-25 
(In millions of hre) 

IMPOBTB EuoBTB 

CusamCATlOlf 
1924 1925 1924 1925 

Livestock. foodstuffs and to-
bacco . . . . . . 4,8380 6,555.9 3.762.1 4.611.0 

Seeds, oils, fats. vegetables, 
1II'&X 9541 1,175.6 3949 409.2 

Textlles ~d thc~ de~ivatives 5,424.8 6,586.1 6,649.3 8.358.2 
Metalhc ores, metals. and 

theU' derivatives. . . 2,349.0 3,915.9 958.7 1,405.3 
Non-metallio ores. bricks, 

porcelains, glassware . 1.920.9 2,223.8 468.7 541.5 
Wood and manufactures of 

wood 756.9 1.120.5 196.1 219.0 
ChtlDllcai ~d'ph~m~ce~tic~ 
o&roducts and dyes • . 1,412.2 1,727.7 434.8 569.2 

er merchandise. • . 1,723.8 2,851.4 1,506.3 2.161.2 

19,379.7 26,156.9 14,370.9 18,274.6 

The wholesale price level which stood at an average of 585 in 
192-1 rose to an average of 690 in 1925, an increase of about 18 
per cent. This accounts for a part of the increase in the value 
of the foreign trade. But both imports and exports increased 

• II Tables are based upon Gazzetta uJficiale. Supplemento of April 
&1>, 1926. 
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markedly The former increased by no less than 1,730,000 net 
tons, and the latter by about 150,000 tons. Huge imports or 
cereals, coal, iron ores and machinery accounted for the major 
portion of the increase of imports 

Next is shown the direction of the foreign trade; and here we 
call attention to the sudden climb into an important position of 
British India, whence textue materials of various kinds were 
imported in increasing quantities. 

ITALY'S PRINCIPAL TRADE RELATIONS, 1925 
(In lIlllhons of bre) 

IMPORTS EXPORTS IIiPORTS 
COUNTRY TO .... 0 .. CoUNTRY TO 

ITALY ITALY ITALY 
- ---

United States 6,1748 1,8878 Argentma . 1,3700 
Great BrItain 2,7226 1,8550 Serb-Croat-Slo-
France 2,3494 2,0195 vene State 781.0 
Germany 2,2513 2,0270 Austrm 6590 
BritISh India 1,729.1 334.6 SWItzerland 5217 

Czechoslovakm 4659 

E. Post-War Commercial PoliCJ' 

EXPOBT8 
Paoli 
ITALY 

-
1,145.4 

496.5 
666.1 

1,6344 
1715 

From what has been said earlier in this Appendix with respect 
to Italian commercial policy, and in the hght of the data relating 
to the decade of war-tIme and post-war experience which closed, 
in Italy's case, in May, 1925, the main problems of Italian 
commercial policy readily mark themselves off. The countries, 
in or out of Europe, which furnish her basic raw materials and 
her imported foodstuffs, for the most part, provide markets, to 
a limited extent for her quality production, her silk and rayon, 
and other textiles, and certain of her alimentary products - in 
this last case, however, subject to wide fluctuations. Most or 
the countries which furnish her with a wide variety or manu
factured goods, machinery and the hke (countries of Continental 
Europe), count upon Italian supplies of fruit, edible oils, dairy 
products, wine, and the like, as part of theIr regular importations: 
A dozen countries are comprised in these two categories. Then 
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there is a third group of countries - quite numerous - with 
each of which Italy mamtains trade relations by trying to build 
up export markets through the patient construction of credlt 
machinery, and the improvement of transportation facilities.2I 

Desirous of soon achieving the day when her exports safely 
pay for her imports, the framers of Italy's commercial policy 
have devoted their attention, in the years after the war, broadly 
speaking, to the enhancement of the importance of this last 
group of countries so that they may become purchasers of Italy's 
products in the future on a steadily larger scale. The raw mate
rials and grain will have to come from where they can be had 
regardless of the direction of Italy's exports; and there is little 
that commercial policy will do to affect this situation. 

The struggles over commercial policy, since the war, have 
been fully &8 p888ionate in Italy &8 ever during the earlier years 
of the kingdom, and quite as much so &8 elsewhere in Europe 
in this transitional period. The reorganization of the tariff of 
1887 had long been seen as a necessity; as early as 1913 an official 
commission was established for the purpose of initiating an 
investigation looking to its reform. Proposals of all sorts were 
laid before this body; and a surprising strength was demon
strated by the champions of free trade or those in favor of 

• As an instance of the attention given to financial and trans
portation facilities in recent years, may be cited foundm~ of Itahan 
banks 1D Constantinople, inauguration of Black Sea shipping ~ 
vices, and numerous plans for Balkan and Levantlne raUroad 
development. See Herlt in OeaterTmchi8chet' Volk.runrl (VIenna) 
of AprilS, 1924, and Hutter 1D IV lrtschaj'tsdlerl8t, May 28, 1926, p. 717. 
Aerial transportation IS naturally of qwte practical importance to 
Italy, the poSItion of which may in a few years make the peninsula 
one of the strategic centers of world aerial transportatIon. Already 

I the SOCleta Itahana Servin Aerea plans the inauguration of a regular 
express t>assenger service from Trlebte to AlexandrIA (2500 kilometer 
route, VIA Brmdlsi, Athens and Rhodes) In 15 hours. Other impor
tant routes will hnk Italy With Spain, Turus, and Central Europe. 
See also Crocco on Italy's poSItIOn on international 81r traffic hnes1 
in Gwrnale !legli «o1lOm18t&, 1923, p. 508 ff. The achievemenl 01 
the MarqUIS of Pmedo in flymg to ASIa and AustraIlIoS1a 1D 1925 
has given a ItfC&t impetus to the study of commercial aVIAtion 
problems in Italy. 
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moderate rates When finally in April, 1920, the report of the 
comnussion was subrrutted to the National legislature, the storm 
became intense.u The promulgation of the new tarlif without 
legtSlative dIScussion aroused still more controversy. 

The tariff of 192120 IS a general tarlif, serving as the under
structure for a system of commercial treaties, a great number of 
wluch have been concluded by Italy since its enactment. Inas
much as the CommissIon drafting it could not keep up wIth 
changes in exchange rates and shIfts in price levels, it introduced 
a large number of ad valorem rates (the old tariff had had only 
specific duties), and a system of coefficIents of increase. The 
employment of the latter on a large scale really furnIShes the 
country With a double tarUf. It goes WIthout saymg that, orig
inatmg at the tIme It dId, the tarlif IS "tutta impregnata di 
spIrito protezionISta" to use a severe expression of Professor 
Baclu.26 Every treaty concluded on the basis of the tarlif has 

24 SummarIes of the arguments are conveniently furnIShed by 
Professor Bresclam-Turrom, m the monograph Cited III note 1, p. 
464 Th{' report of Deputy Pantano, who submitted the conclu
Sions of the Co=lsslOn, when the latter completed Its labor8 III 
1918, appears as Relazwne generale m the Au, della cqmm133Wne 
reale per 1.0 studw del regtme ecO'TWTn1.CQ doganale, Rome, 1920. The 
report of the Senate Comzruttee on the Act approvmg the decree 
which put the new tarUJ mto effect IS a converuent resum~ of the 
argument for the defense (AUl parlamentan-Seooto, 631-A, Legl3-
latura XXIV, I tJ Ses8, 1921-3) • 

.. Promulgated June 9, 1921, publIShed in the Gazzetla ufficwl6 
of June 30. The Asso(,lation of Italian CorporatlOn8 and the 
General AssOCiatIOn of Industry have publIShed several edltlonlJ 
incorporating all co=erclal treaty provISIOns, mmlstenal modi
fications, and the like. The 3d editIOn appeared at Rome m 1924 
under the title TanJJa del da:n dcganall del Regno d'llalw. An 
English translation was publIShed as a supplement to the Board 
of Trade Journal and Commeretal Gazette, London, July 21, 1921; 
and the chief Important modificatIOns appear there currently, as 
well as in Commerce Reports, Washmgton . 

.. Ilalw ecO'TWTntca nel1921, p 287. He points out how even the 
report mtroducmg the tariff abounds m phrases regarding the 
"mvaslon" of the country by foreign wares Every techmcal 
deVice has been ava!led of, Bachi claImS, to remforce the protective 
prinCiple, SInce every subdiVISIon of the 1200 former Items mto 
2500 in the new tariff, make poSSIble mnumerable graduated m
creases. 
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been the provocation of a new battle between those -lJke the 
manufacture of machinery - who demand more protection still, 
and those -lJke manufacturers of textiles, or producers of 
agricultural and lJke products - who no longer need protection 
and sutTer from retaliatory duties imposed by other countries. 
This struggle has arisen during all the negotiations with Ger
many, Switzerland, the succession states of the Austro-Hungarian 
Empire, Spain, Finland, the Soviet Union and France, and other 
countries for the conclusion of the 19 commercial treaties Italy 
has made between 1922 and 1926.21 

The tariff of 1921 is a compromise, but one in which the pro
tectionists gained more than their opponents. It is admitted 
on all hands that this legislation will undergo mocWications. 
The Fascist administration has not meddled with its mam lines 
as yet, although it has sought to soften its asperities in some 
respects.u Regarded, then, as a tentative instrument - "than 
which there is nothing in the world more permanent," observes 
Professor Michels in discussing Italo-Swiss relations H - this 

17 See Senator Lema, .. La r6~ction protectIonniste "in R~ ktmo
mique inlernatwnale, 1925, pp. 229 ff. Senator Einaudl's article 
mentioned in Economic Ret/leW, London, December 5,1924, p. 494, 
also the manuesto of Free Traders m Riforma 30CJale, XXXV, 
Nos. 9-12. ltalum opuuon on the Italo-German treaty negotJa-o 
tions may be gathered from the artIcle of E. Glrettl m the Cumere 
della Sera of February 22, 1925 summarized in JVtrl8c/l(iftadaend 
of March 13, 1925, p. 412; and Glretti, writIng in the CumertJ della 
Sera of November 8, 1925, gets much consolatIOn out of the adoptIon 
in that treaty of the general and reCiprocal m08t-favored-natlon 
clause, whICh has been characterIZed as a II small breach in the 
protective tariff walls of both countries" WIrt3cluifl8dI6n3' (Novem
ber 20, 1925, p. 1765) • 

• The most extenSIve changes effected by the Fascist Administra
tion were embodied in a decree of July 11, 1923. The controversy 
was sharply revived by the decree of July 24, 1925, reimposmg the 
notorious tariff on cereals (as soon as a large domestIc crop was 
defirute1y foreseen); and the reimpoSItion of the wither rates on 
8Ug:ar (18 gold bre per qumtal instead of 9) by decree of October 12, 
1925, aggravated the polemical character of the discussion • 

.. .. Dasgraztalamenle ROn III Ia4 Ialora nulla da pi" deJinilivo del 
prowi8ono," RWI3ta di polllaca economua, 1924, p. 721. He quotes 
the amusing Irony of Professors Corbmo and Rleci in a pamphlet 
published by them in 1921 against the tariff project. 
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tanff will undoubtedly furnISh fundamentallSSues in the political 
struggles of Italy in the next decade 10 

"Protection 18 asked for mfant mdustnes. Strange phenomenon I 
The productive IDdustnes wruch enJoy protectIOn never make up 
their mind to grow up. Look them all over, and you will find 
that m SPite of the many years they have hved, they are all still 
children, u anythmg, becommg smaller than ever. Th18 18 clearly 
a pohtlCal and econOIDIC form of rICkets, the cost of supportmg 
wruch rests on the consumer and the tax-payer." But It IS mdis
penssble to any satlBfactory comprehension of ltalulD dl!!Cusslons on 
tariffs and commercial pohcy, to read Professor Gml's Revtnone del 
processo coniro 11 protezwntsmO, Trieste, 1923. 

10 Its effect on the econOIDIC hfe of the country has not been com
prehensively studied as yet. An mterestmg Benes of articles by 
Professor Gml and Dr. De Simone ("Dazi doganah e prezzl," m 
RWUlta dl pol~/i,ca econmmca, 1924, pp. 505 and 615) would tend to 
show that ID the two years followmg Its enactment the tanff had had 
much less effect on wholesale prices than its opponents contend. 

A converuent hst of the commerCial treaties concluded by Italy 
from November 1, 1922 to June 26,1924, appears as Document 10 
m the appendIX to the speech of the l\lJruster of Fmance m the 
Senate, June 24, 19"24. La ncostruzi0n6 economlCa e jinanzwna 
dell 'Itaha, p. 58. The treaties themselves are now appearlbg under 
the title TraUatl cmnmercwl, del Regno d'IIalw, edited by Dr. A. 
Glanruni, Vol. I, Rome, 1924. 

A qUite dispassIOnate survey of the pohcy wruch Italy has followed 
in concludmg these treaties, wruch appeared m the Wl""chafts
berichte of the SWISS Commerce Office, IS summarized m the EcoTlmmc 
Ra>iew, London, March 6, 1925, pp. 20&-7. The dISCUSSion regard
ing the long-drawn-out negotiatIOns between Italy and Germany 
is qrnte voluminous; an analysis of the commerCial treaty of five 
years' duration finally Signed on November I, 1925, appeal'll in the 
Wtrtschaftsdten8t of November 6, 1925, P 1692. Germany thereby 
steps on an equal footing With France, Switzerland, CzechoslovaklBl 
and Austria, m Itahan trade. The treaty is comprehenSive, ana 
amounts to an exchange of raw materlBis and manufactured goods 
from Germany for Italy's table commodities and quality good~. 
The rapidity With wruch the Fascl8t admlDlstration abandoned the 
position of reluctant acceptance of a breathmg-spell m the trade 
war with Spam carried on by the regimes of 1921 and 1922, and 
transformed the modus lIWendl of April, 1922, mto a commercial 
convention putting the two countries on a plane of complete equahty, 
illustrates the tone of reality that attenJs the commercial pohcy 
of the government since 1922-23. 



APPENDIX F 

CURRENCY AND FINANCE 

I. BANKING PROBLEMS 

The Italian peninsula gave birth to the modem concept of a 
bank as we know it. True it is that the wide ramification of 
banking almost undistinguishably identified with commerce 
which characterized the maritime nations and Germany, or the 
close affiliations of banking and industry in Germany and the 
United States, were not independently developed in the penin
sula. If these characteristics have appeared there, it has been 
in these recent years and as something borrowed from the finan
cial practices of other countries. It may be noted, however, 
that there has been on the whole a satisfactory contact between 
the banks of Italy, and particularly the small mutual banks so 
numerous and widely scattered, and the agricultural develop
ment of the Kingdom. Throughout the nineteenth century, 
even in the historic states which came to an end with the achieve
ment of Italian unity, this had been a notable characteristic of 
Italian banking.l 

• The literature on money and banking in Italy is extensive and 
the blbbographles of Bachl's ltalla BC01IOmlC4 will furnish Its regISter 
for the dOllen years endmg 1921. In English there eXISt several 
useful works of Italian schoIara-Memorondum on CurTencv and 
Central Bank8, 1915-t4 of the League of Nations, 2 vo1s.~ Geneva, 
1925; The Bank8 0/ Ia8U8o/Italy, by Tito Canovai, m the rolonetary 
CommiSSIon's Report, WashIngton, 1911). and Professor Bachl'a 
contribution to the Report 0/ the Gold and ollver 1nqlJlry Comm&B8ltm 
of the Uruted States Senate, VoL I.! Washlngton, 1925. From the 
multitude of departlnental and parllamentary documenta, may be 
Cited the follOWIng: Cucolazwn8 _tana fIei dwern atatl: Vol. I., 
Moneta, b'lllteltl In 1talla dalla nvoluzione /ranuse ai noatri gwm" 
MInlstero del Tesoro, Rome, 1915. The study of Carlo Fer~ris' 
Moneta II corso /OTZ080, Milan, 1879, 18 atJll worth exammatlon, 
because of its mftuence m the de<'ade followmg ~ts pubbcatlon. . The 
stuwea of Professor Supmo, Slona della ClTcolazaone bancana "' 
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The savings bank, the deposit and loan banks,' the" peoples" 
and rural co-operative banks! and of course the large commercial 
banks have built up an elaborate structure. Its pnncipal weak
nesses have been, broadly speakmg. (1) the facility With which 
- at least until very recently - small local banks could be 
established without adequate resources or business; (2) the too 
intimate connection of the great metropohtan banks with indus
trial enterprises; and (3) the concentration of the great indus
trial banks, with the support of offiClaldom. 

Tills last weakness was perhaps inevitable, in the light of 
post-war conrutions. The lack of independent control of their 
resources constitutes a potential danger for the smaller non
metropolitan banks ·But the policy of the banks of issue and 
the government has been calculated to prevent the concentration 
of reserves from resultmg in disaster. 

Before the war, the banks throughout the country preserved 
their independence to a considerable extent although they wer" 
ltalw, Turin, 1895, La carta moneta an Italw, Bologna, 1920, and 
others are valuable for the hIStorical material; trus IS also true of 
1l darUtojinanzwrw prwata e pubblu:o of G. De Santls, 2 vols, TurlD, 
1918-19, whICh contams long chapters on banlung and monetary 
development; and data nowhere else recorded are gathered in the 
monographs of Dllector General StrlDgher, Sulle CondlZI01II tklla 
Ctrcolazwne e del mercato monetarw durante e dopo la guerra, and 
Note 1m la CtTcolazwne cartacea, both Rome, 1920, and Memoru 
nguardonh la Ctrcolazwne e u mercata monetarw, Rome, 1925. A 
BUCClDCt summary of ltahan Bankwesen 15 gIven by Professor Marco 
Fanno lD Volume II of the Handwiirterbuch der StaalirunsseTI8chaften, 
4th editIOn, Jena, 1924; and Wlth It may be Cited the monograph of 
E. WlimersdoerfIer, Wahrungsfall und Wahrungsreform an ltalle1ll7oo 
1886 bis 1910, Muruch, 1923. (Vol. 165 of Schnften du Vereans fur 
Sozwlpolutk ) 

I Of wruch the greatest-lDdeed, the largest bank of any sort lD 
Italy-is the NatIOnal DepoSit and Loan Bank (Cassa del Deposltl 
e Prestltl) Wlthout caPital, but controlhng the illvestment of Postal 
Savings deposits and other pubhc funds, a good descriptIOn of v.ruch 
is to be found ill the work of De Sant15, mentioned ill the precedmg 
note, Vol. II, pp. 328-40. 

I The adoption of foreign experiences in orgalllZing these popular 
and co-operatlve banks owes a good deal to the lDItl8tlve of the 
economist Luzzattl ill the case of the banche popolan, and to the 
encouragement of the former finance IDIDlSter, Senator Wollemborg, 
in the case of the oosse rural,. 
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accustomed to keep their reserves on deposit at small interest 
rates in the chief financial centers of the country, of which Milan 
stood far above the others, with Rome, Genoa, Naples, Turin, 
and Venice as alternative money markets. The four principal 
banks before the war were the Banca Commerciale Italiana 
(founded 1894); Credito Italiano (1895); Banco di Roma (1880); 
and the Banca Italiana di Sconto (1914). Their aggregate capi
tal, amounting to 350 million lire in 1914, exceeded 1,100 million 
by 1922.' 

Whereas, before the war, these four bl\.nks nad been in rather 
sharp competition with branches closely shadowing each other, 
the pressure of industry and public credit requirements during 
the great struggle gradually brought the four into a less sharply 
competitive position. This development terminated even before 
the end of the war in an agreement (June 30, 1918) whereby 
common policies were to be adopted in the rationing and dis
posal of credit as well as in other important respects. Naturally 
these developments aroused a great deal of criticism and it was 
said at the time that the great leaders of industry acquired entire 
control of the banking system of the country.s 

Through these four banks, the great industrial leaders could 
exercise more influence over the affairs of the ordinary local 
banks, and over many of the co-operative and savings institu
tions. They were not, however, able to secure control of the 
three banks of issue which stood out in a striking way during 
this period as protectors of the publIc interest. 

The Sconto bank failure of 1921 was the greatest banking 
catastrophe since the war. The year 1921 witnessed a disas
trous development which shook the whole structure of Italian 
banking from top to bottom, and perhaps did as much as any-

C The combined capital of the first three, and of the successor to 
the fourth, the Banca Nazwnal/J di Credtto, amounted to 1,600 
million lire by the end of 1925. 

I In additIOn to recent general discus.'lions of the banking situation 
in Italy, see with particular reference to conditions betweem 1918 
and 1922, P. SmITa, "The Bank CrisIs in Italy," Ecooomic Jourool, 
1922, p. 178 IT. j L. Caselli" Evils of Bank Control of! tahan Industry,' 
the AnnalJllt, New York, November 13, 1925, p. 607. 
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thing to prepare the popular mind for a reorganization of the 
pohtIcal system. The Banca Itallana di Sconto, the youngest 
of the great banks, came to an untimely end. This bank, 
founded in 1914 by a few Italian and French financiers, rapidly 
increased its capital until it reached 315 million lire by 1920, 
by WhICh time it had 220 branches at home and abroad, and 
an interest in four foreign subsidiary banks. Its branches had 
been individual local banks, and had been absorbed too rapidly 
for careful digestion into a single efficient system. Before the 
end of the War, the Banca Italiana di Sconto had passed under 
control of munition manufacturing and other companies. At 
the head of these stood a single corporation employing at that 
time some 70,000 workmen and having a capital which had 
risen to the huge total of 500 millIon lIre, four-fifths issued in the 
year 1918 at a premium. The attempt of the controlling inter
ests of the Banca Italiana di Sconto to secure substantial control 
of at least one other of the big banks, although twice repeated, 
was not successful, and in spite of the advances which the banks 
of issue gave the Banca Itallana dI Sconto (amounting to 1,700 
million lire when on December 29, 1921, the bank collapsed) 
nothing could cure the condition of the bank.' 

At the end of November, 1921, the three banks of issue and 
the three other large banks, in hne with experiences of the periods 
of currency crisis a generation earlier, created a consortium 
which undertook to provide 600 million lire in credits whereby 
the Banca Italiana di Sconto's accounts for its industrial debtors 
could be gradually liquidated or dIstributed among the other 
banks of the country. WIthin a few weeks, it became clear that 
it would be necessary to have no less than 2,000 million lIre in 
order to carry the Banca Italiana di Sconto through; and it was 
reluctantly decided to allow the institution to become insolvent, 

I DevICes so extraordmary as the following were resorted to in a 
desperate effort to head off failure: The bank took government 
securIties, paymg ~ of 1 per cent, or 1 per cent comm1S8lon per 
annum to the loarung public on condItion that the securltles be 
left 1I'lth them for as long as a month. The bank then used the 
loaned secuntles as collateral WIth the banks of Issue at the regular 
bank rate of6 per cent. 
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henceforward dragging its way through a weary proceJ3S of liqui
dation in consequence of which the half million creditors of 
the bank have been very slowly recovering their money. 
The effect of this insolvency would have been more disastrous 
than was actually the case, but for the heroic efforts of the 
Dank of Italy to prevent a panic. Over 4,000 million lire were 
issued either in the form of additional bank notes or extensive 
advances and discounts. Half a dozen minor banks were de
stroyed in the general melee and for a time it looked as 
if many other powerful banks in the country might come to 
grief. It was many months before the country had recovered 
from the shock of theoe events and it will be much longer before 
the episode is forgotten. 

Ths situation of UU1 banklJ at UU1 clolle of 1925 WIUI probably more 
wholesome than it had been at any time nnee before UU1 war. Un
fortunate conditions still exist, to be sure, and the banking 
legislation leaves much to be desired, its enforcement still more. 
Insofar, however, as the control of industry over the great banks, 
and through them, over most of the banks of the country is 
concerned, the situation differs little from what it was in 1919-
21. The role of the banks in the economic life of the country 
has not changedJn any important respect.' 

'Sharp criticism still appears to be directed against the {IOlieies 
of the great commereml banks. The article of Caselh, CIted m note 
5, page SOl, goes mto detaJI in this connectIon. He challenges the 
value of the serVIces rendered by the banks, and partIcularly the 
great banks, to the country's mdustry and commerce, pomtmg out 
that in I~ every standard actiVity is dlVlded and sub-dtvided 
almost infinitesimally from manufacturmg through the retailing 
process. He descnbes the net work of branches, agencIes, and cor
respondents which the banks have built up. They have passed the 
pomt where they soliCit only current accounts and saVIngs. Every 
large bank has m circulatIon thousands of ctrcular cheeks paid for 
at the tIme of issue, not presentable for payment for one day: or 
longer as the ease may be. DePOSits m savmgs banks are ~th
drawable at any branch, but SpeCial accounts are accepted WIth
drawable only on fixed dates. Bonds and guaranteed stocks are 
accepted for deJl?sit, the deposttary bank acquiring the right to re
dl'postt them With the bank of issue ID return for liquid f~ds. The 
purchase of securities for investment purposes IS an Important 
part of ban1Jng operations. btlclpations of funds of merchants 



504 ITALY'S ECONOMIC POSITION 

There is a dearth of commercial paper in which banks might 
trade. This is one of the reasons why they furnish credIt to 
industrial companies and sometimes act almost in the capacity 
of stock-brokmg agents, sellmg mdustrial shares after the fashion 
of promoters. Thus the great volume of theIr own deposits is 
liable to be tied up in hIghly profitable enterprises which are 
not, however, readily convertible into cash. The banks get 
generous returns from these operations which some agency after 
all has to undertake if industry is to be promoted on a large 
scale. - The larger the bank, the greater lIkelIhood of its sub
jection to the eXIgenCIes of Its industrial clIents whose depoSIts 
form such a large part of its lIabilIties and whose borrowing 
and related transactions constItute a bulk of its assets. As has 
been pointed out by competent observers, one of the great dan
gers of thIS situation lies in the fact that the government is 
obliged to resort to inflation of the currency when the banks find 
themselves in a tight place. The knowledge generally existmg 
of the Government's abilIty to resort to Inflation is declared to 
make bankers less careful, on the one hand, and, on the other, the 
public less confident that the guarantees of the currency will resist 
the dangerous assault to whICh they are liable upon short notice. 

The Government and the banks of issue have been hard put 
to it in order to steer the safe course between Spartan indifi'er-

are largely resorted to for import and export transactions; they 
permit the banks to have a great deal to say as to who shall trans
act busmess and under what condItIOns, because by delDandmg 
paYlDent of other busmesses the banks can compel obedience. 
Caselli alleges that the banks frequently oblIge thell' chents to take 
"open" pOSItIOns wluch are highly speculative In character and lead 
occasIOnally to disaster. He classified the epISOde of the hlte sprmg 
of 1925 as attrIbutable largely to tlus polley of the banks These 
"open" rISks contrIbuted m a great degree to the hlrge declIne of 
the bre in June and July, 1925, when the speculators v.ere obliged 
to IIqwdate their holdmgs. The exporters, m such cases, throw 
their holdmgs of foreIgn exchange on the market ill return for 
forward exchange contracts WIth the banks, whICh make large 
profits by lendmg foreIgn currencIes thus acqUired to the Importers 
who are caught "short" CasellI remarks, v./thout mdICatmg the 
basis of lus observation, that the destruction of the Sconto bank 
was regrettable because it had begun to have some success ill makmg 

,merchants really depend upon their own Wlhatlve. 
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ence to the indIScriminate slaughter of industry and excessive 
compliance with the demands of groups whose members, after 
all, knew what they were about when they launched on this or 
that grandiose venture for which they later had to seek succor. 
The story of the Consortium for Loans on Industrial Secunties, 
when it is complete, will be well worth writing as a case of the 
difficulties which attend the application in actual practice of 
economic principles to problems involving large public and 
private interests. 

The Comorzio per Sovvenzioni 8'U Valori Industriali was estab
lished in order to facilitate war-time financing of companies 
engaged in essential industry. Like the War Finance Corpora
tion in the United States it lingered on, long after the war, 
tenaciously clinging to the breath of bureaucratic life. Things 
were found for it to do, among others and principally, to absorb 
the shock of failure of t..l:ie Banca Italiana di Sconto and the 
others which followed. 

There was some apprehension lest the Consorzio should 
become a part of a magical carpet of inflation, so that on Sep
tember 'J:l, 1923, the government decreed that its banking 
section should cease to initiate business after December 31, 
1930, and should have disposed of all its holdings within two 
years thereafter. But even this did not revive confidence suffi
ciently in the early liquidation of the consortium, with the result 
that on January 1, 1924, the government ordered that no further 
commitments be taken. At the time of this order there were 
industrial loans outstanding exceeding 5,700 million lire, and 
the section charged with the liquidation of all the "frozen 
cre<hts" of the defunct banks - the "banking refuse" in the 
picturesque language of Senator Ancona - had still some 3,300 
millions of paper on its hands. 

The head of the Bank of Italy, in his report of March 28, 192i, 
expressed the hope that, little by little, this dubious collateral, 
against which he had had to issue notes, would be liquidated. 
But in point of fact several hundred million lire more were 
advanced during 1924. At the end of that year the decision 
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was reached to allow the issue of interest-bearing bonds by the 
Consortium's banking section, as a means of relieving the banks 
of issue.s But at the end of 1925, the consortIUm was still pu .... 
suing its laborious course, and the Director General of the Bank 
of Italy felt that there was stIll a prospect that the mass of paper 
would come to a good end.9 Writing in the spring of 1926, Di
rector General Stringher stated that the unrealized and un
covered assets of the Consortium amounted to but 1,874 million 
IIre.IO Finally, in the program of currency reform inaugurated 
in September, 1926, proVISion was made for the absorption of 
the reserves of the consortium, - then Borne 1,400 mIllion hre, 
- in those of thE' Bank of Italy, whIle the unreahzed paper 
outstanding (fallen by that tIme to 1,750 millIOns) would 
simply be incorporated in the ordinary portfolio of the Bank of 
Italy. This program was to take effect definitely before the end 
of 1926. It is qUIte possible that ultimately the irreducible 
minimum of loss will be quite small. 

U. SOME REFERENCES TO EXCHANGE DISCUSSIONS 

WIth regard to exchange problems in general, and during the 
war perIod in particular, reference may first be made to the 
studies of Stringher CIted above, p. 499, note 1, and the year
books of Professors Bachi and Mortara. In addition, see Gmo 
Arias, Principti dl economla commercuile, Milan, 1917, pp. 485-
596; Bulla svalutazwne legale della l~Ta, a symposium published 
by L'EconomUJta, Rome, in April, 1922, and as a reprint, not-

I See Mortara, Prospettwe econom~che, 1925, p. 417. For details 
on the ConsorzlO, see the respectIve annual reports of the Bank of 
Italy, and Director General Strmgher's comment m hiS Menume 
nguardanh la c~rcolazwne e 1l merca/o monetarw, Rome, 1925, p. 69 If. 
See Economw RmnBW, London, February 2, and March 21, 1924, as to 
debates on government's bankmg policy With specml reference to 
failure of the Banca I talwna dl Cred~l1, e Valan With some millions of 
depoSlts and 20,000 customers. 

• See Annual Report of the Bank of Italy for 1925. On December 
31, 1925, the credit to the ConsortIUm stood at 3521 mJll10nsj and 
on March 31, 1926, at 3452 mJll1ons. 

10 Tunes Trade and Engineenng SupplemenJ" London, June 19, 
1926,p.26. 
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ably the contribution of Professor Gini; Professor Achille Loria, 
I.e peripezte t1'I01Ietarie durante la guerra, Bologna, 1920, and .. Le 
peri petie monetarie del dopo guerra" in Annal. di flConamia, 
Volume I, Milan, 1924; R. Dalla Volta, La eM dei camin, flor
ence, 1925; K. M. Obenaus, Die italienisehen WIIChselkur,e 
W4hrend der Jahre 191~-19, Koln, 1922; Professor A. Cabiati, in 
Annali di economia, II, 1925, p. 183 fi 

The discussion of the course of the exchanges is so voluminous 
that only articles which furnish a resuml! thereof, from time to 
time, can be cited. The files of the Rivista bancaria, Rivista di 
polltica economica, Eoonomia, Giomale degli fIConomi8ti, RiJorma 
,acials, and other journals, contain noteworthy articles, some 
expository and others controversial; while the commercial and 
financial columns of the Corriere Mercantile, Genoa, Corners 
della Sera and II Sole, Milan, as well as other papers, might well 
be consulted for authoritative comment. Readers in the United 
States may find the following references generally accessible. 

On the measure taken by the Minister of Finance in February
May, 1925, to control the operation of the stock exchanges and 
particularly such consequences as stock speculation might have 
upon the l1ra, see Bachi and others in W.rtscha/tsdierl8t, 1925, 
January 16, p. 98; January 30, p. 177; March 6, p. 375; March 
20, p. 541; May 29, p. 842; June 26, p. 978; and especially August 
7, p. 1216; and in 1926, April 23, p. 536; and June 18, p. 823. 
Italian correspondence of the Economist, London, April 12, 
1924, p. 787; June 28, 1924, p. 1304; March 14, 1925, p. 502; 
April 4, 1925, p. 657; AnnalISt, New York, February 2, 1925, p. 
189; and May 11, 1925, p. 647; and notably the artIcles of L. 
Caselli, September 4, 1925, P. 311, and August 6, 1926, p. 172; 
Romolo Angelone in Economic World, New York, June 20,1924; 
Economic Review, London, April 10, and August 7, 1925, p. 316 and 
116; the Statist, London, August 22,1925, p. 275; Dr. O. Zucooli in 
Acceptance Bullehn, New York, August and November, 1925; Dr. 
R. Kerschagl in Zeit8chnj, jar Volksu-vtscha.f' tAM SoMlpolllU:, 
Vienna, 1926, V, no. 7-9; and Manchester Guardiml ComfllBr'C'ial 
Banking Supplement, July 29, 1926. On the operation of the 
Itahan Stock Exchanges, from both the legal and the financial 
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pomt of View, see G. Drouets L'organUlatwnelle/onclvlltncmclltdea 
bour8es de valeur8 en I talle, ParIS, 1924 

Summary of prornsions aulhonzed by th£ [talUln Cabmet, 
August 31, 1926, wtth respect to the currency.1I The measures 
referred to on page 196 prOVide prmcipally as follows: 

1. As of September I, the Treasury transfers to the Bank of 
Italy $90,000,000, namely the total proceeds of the loan con
tracted in New York, November 18, 1925; in consideration of 
this transfer, the Bank of Italy cancels its credit of 2,500 millIon 
lire on account of the State and assimilates the gold reserves 
against these lIre to the gold reserves against Its own bank 
notes. Consequently, the circulation on account of the State, 
amounting to 6,729 5 xmllion lire on July 31,1926, falls to 4,229.5 
million lIre, and the gold reserves of the Bank of Italy are in
creased by 455 million lIre gold, amounting, therefore, to 2,400 
million gold lire. 

2. Hereafter, in the estimates for the MInistry of Finance, 
prOVlBIon shall be made for a sum amountmg each year to at 
least 500 millIon lIre to be paid to the Bank of Italy in order 
that the fiduCIary circulation on account of the State may 
gradually be diminIShed, this measure 1B to take effect durmg 
the current fiscal year and to contmue in effect until the com
plete extmction of the government's debt to the Bank. 

3. Treasury currency amountmg as of July 31, 1926, to 2,100 
million lire shall be reduced by 400 mIllions through the With
drawal and destructIOn Without replacement of the notes of the 
denommation of 25 lire. The rest of the Treasury currency, 
namely, the notes of 5 and 10 lire shall be withdrawn from circu
lation beginnmg in October, 1926, bemg replaced by silver 
coins of 5 and 10 lire 12 

n Taken from II Popolo d'Italw, Milan, September I, 1926. 
12 By VIrtue of a decree of September 9,1926, the Treasury turned 

over to the Royal Mmt the entire fund of sllver COInB of 1 and 2 lIre 
each Withdrawn from CirculatIOn 10 1917 and havmg an aggregate 
nomInal value as of July 31, 1926, of about 195 nul.hon lIre The 
paper notes 0£5 and 10 lire cease to have Il'gal tender value after 
June 30, 1927; the notes of 25 lIre lose legal tender 8wndmg after 
December 31, 1926. 
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1913 · 1914 · 1915 
1916 
1917 · 1918 
1919 
1920 · 1921 · 1922 · 1923 · 1924 · · 1925 · 1926 • · . 

TABLE I 

ITALIAN NOTII issUES, 1913-1926 
(In millions of lire) 

B .... K NOTU 

For account of For account 01 For account 01 Ihe eo ..... rt'um the Banka of the Slate Loaue on md .... Iuue Total 
tnaJ &Cur,a .. 

... .... 2,284 2,284 
735 .... 2,201 2,936 

2,069 .. 1,899 3,968 
2,557 .... 2,592 5,012 
5,833 .... 2,592 8,425 
7,165 .... 4,585 11,750 

10,630 .. 5,651 16,281 
10,743 .... I 8,988 19,731 
8,505 .... 10,704 19,209 
8,077 899 9,036 18,012 
7,754 3,162 6,330 17,247 
7,243 4,082 6,789 18,114 
7,062 3,521 8,766 19,350 
6,730 3,421 8,193 18,343 

• June 30. 

T.au11B'I' TOT.t.L 
CUBB''''CY 

. 
499 2,783 
657 3,593 

1,082 5,050 
1,318 6,330 
1,748 10,173 
2,124 13,874 
2,270 '18,551 
2,268 22,000 
2,267 21,476 
2,267 20,279 
2,428 19,675 
2,400 20,514 
2,100 21,450 
2,100 20,443 
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n .... 
CEMBJlR 

31 

1915· 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926-

TABLE II 
RESERVES OF THE BANKS OF ISSUE

(In milliOns of lIre) 

CJ:RTlPI- FORlnoM 
CATE8 BILUI 

GOLD SILVER TOTAL or GOLD IN GOLD 
n"POtIITIID Cu .... 

ABROAD .BNCIU 

1,4283 1412 1,5695 892 
1,364 1 1276 1,4917 737 134 3 
1,1575 1126 1,2701 302 5 1638 
1,071 1 1271 1,1982 4036 1898 
1.0487 1168 1.1655 4296 7408 
1,0367 1148 1.1515 4396 4388 
1.058 8 1147 1.1735 4196 484 7 
1.0919 1141 1.2060 -4196 3731 
1.1258 1155 1.2413 4198 3808 
1.1176 1250 1.2426 4196 1852 
1,1315 1240 1,2555 4196 1509 
1,1338 1246 1.258 4 4190 3634 
1,1356 125.2 1,2608 4190 2974 

TOTAL 
Rusavu 

1,6';8 7 
1,699 7 
1,736 2 
1.7918 
2.3359 
2.044 II 
2,0778 
1.9987 
2.0415 
1.8474 
1.1I2ft 0 
2.0408 
1,9774 

• Stnngher. Mf!mfJf'W nguardant. la cvcolazwraa • " .. euto lftMI.ano. Rom .. , 
1925, p 16, for aU e"""pt last. two date&, wmeh are taken from GaudUJ vJ/iewk 

eJune 30. 

AmnJ.u. 
ATBaAG118 

1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926-

TABLE III 
INDEX NUMBERS 

W BOL&8A.1.& 
WBOLJl8 ...... Pal""", 

Pa.C118 MILAJIf 
BACBI CaAJIBKB 0. 

1913 = 100 Co ... ~ 
1913 - 100 

100 100 
95 

133 ... 
200 
306 
4.09 
366 .. 
621 
57R 517' 
562 529 
575 536 
585 554 
690 646 
700 648 

Ptmcu .... "'G RETA.IL Palese Pow •• o:r 
100 L.B., GS,.J:RAL 

MILA" 
LA.BOR O .... rcB. 

CaAIIB •• O:r 
21 EM&JlfTIAL 

Colilluc. CO .... ODfTlU 

1913 - 100 1913 - 100 

100 .. ... D4 ... 114 ... 125 ... 162 ... 239 ... 
452 

19,4 501 
188 5Z7 
18.7 518 
181 5.38 
15.5 605 
15.4 644 

c First SIX months of 1926. • Last five months. 
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BACHl INDICES or THE RELATION BETWEEN DoMESTIC AND 
}'OREIOlf PRICES, 1914-1924 

June, 1914 . 
Dec., 1914 • 

, June, 1915 . 
Dec., 1915 . 
June, 1916 • 
Dec., 1916 • 
June, 1917 
Dec., 1917 
June, 1915 
Dec., 1915 • 
June, 1919 , 
Dec., 1919 • 
June, 1920 • 
Dec., 1920 • 
June, 1921 
Dec., 1921 
June, 1922 
Dec., 1922 
June, 1923 
Dec., 1923 
June, 1924 

DOIIUTJC hle_ RATIO BftW •• H 
(100 - 1901-19(5) INTZ .... U "ND 

Err.BJf4L Pa.cu. 

117.0 
1197 
161.3 
214.S 
242.S 
294.6 
362.9 
459.3 
523.5 
469.9 
451.0 
5762 
796.0 
825.S 
Ml.1 
7492 
677.0 
730.3 
716.S 
727.3 
713.3 

99.2 
109.0 
103.6 
94.5 
95.1 
97.9 
95.3 
90.1 
91.S 
70.S 
92.3 

115.3 
119.4 
129.3 
102.4 
98.5 

1045 
962 

1143 
1163 
114.1 

• See Commission of Gold and SIlver Inquiry, European Curreru:y 
and Flnance, Vol. I, Washington, 1925, p. 176. 

• Derived by diVldm~ British price index as based OD apprecia
tion of the pound 10 Italy by Italian price mdu. 



APPENDIX G 

THE PRESENT ECONOMIC STATUS OF ITALY 

THE following study was prepared by Professor Corrado Guu 
as one of the memoranda in connection with the negotiatloIl.8 
for the funding of Italy's foreign public debt. Professor Guli, 
then at the UniversIty of Padua, was called in December, 1925, 
to occupy the Chair of Economic Policy and Statistics at the 
University of Rome, in the new Faculty of PoliticaJ and Social 
SCIences to which is attached the Institute of Statistics and 
Economic Policy. Recently Professor Gini has been appointed 
to the PresIdency of t:he Central Institute of Statistics of the 
KIngdom of Italy. At the request of Professor Guli, the author 
of thIs volume revised and completed the English translation 
of the text. He ventures to include all of the text of Professor 
Gini's study, except a few paragraphs, in the present volume, 
because of its value as an economic diagnosis of contemporary 
Italy. The 85 statistical tables upon whIch the study rested in 
large part have not been reproduced here. The concluding 
pages of the memorandum have also been omitted. They con
tain a brief resume, of considerable interest, of the outstanding 
requirements for capItal investment in Italy, but since they 
are concerned rather with future possibilities than "ith the 
diagnosis of actual conditions and tendencies in 1925, they lie 
less dIrectly within the scope of the volume. Professor Gini 
expects to publIsh in MetTon, of which he is the editor, the full 
collection of statistIcal material employed in the study, after it 
has been brought down through 1926. 

* * * * * * * * * • • • • 
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I. CONSUMPTION X. HIGH CoST OJ' LIVING 
II. SAVINGS XI. THE D18J:QUILIBRIUM OJ' 

III. PRODUCTION THE ExCHANGES 
IV. TRANSFERS AND TRAFFIC XII. THE CAUSES OJ' Eco-
V. WAGES NOMIC DISEQUILIBRIUM 

VI. INcoMm J'ROM CAPITAL XIII. INTERNATIONAL VALUES 
VII. THill LIBERAL PROFESSIONS OJ' W BALTH AND IN-

VIII. EMPLOYERS COMIII 
IX. RECURRlDNT ABNORMALI- XIV. THE PROSPECT J'OB THill 

TIES FuTURE 

A review of the monthly index numbers of Italy's economic 
life since the war, indicates four distinct phases.1 During the 
first phase, Italy's powers of resistance were put to the severest 
test amid adverse conditions of world crisis and the cessation of 
interallied financial co-operation; in the second phase, she was 
busy clearing up the most threatening of her home problems; 
in the thir.d and fourth, she at last resumed, not without contest 
and mishaps, the upward path towards a state of equilibrium. 

Can Italy be considered to have attained this equilibrium? 
The annual indices of the essential phenomena of Italian eco
nomic life (population, consumption, savings, production, 
exchange, trade), which we are about to examine, furnish the 
answer to this question. 

It should be noted that, when we pass from the monthly to 
the yearly indices, we have the advantage of being able to deter
mine the volume of agricultural production and of certain 
branches of industrial output, the two outstanding factors in 
national economy, as well as that of food consumption. 

I. CONSUMPTION 

Food consumption may be regarded as furnishing the most 
important of our indices, the one, in fact, which constitutes the 
synthesis of the complex economic situation of a people. 

I Reference is made here to a study entitled Index Numbers o/IM 
Economic Lve of Italy In !he Post-war PerIOd, prepared by Professor 
Pletra for the same collection of official memoranda as the study 
of Professor Gini. This material, conSIderably expanded, W8.I! later 
published in the Indl.d del MOVlmento Economico Ital1ll1lO ISSUed 
quarterly by a representative committee of scholars, under the 
auspices of the UmverSlues of Rome and Padua. 
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The inquiries carried out during the war by the Inter-Allied 
Scientific Food Commission threw light on the state of insuffi
cient nourishment in which large groups of the Italian popula
tion lived even before the war. While physiologists agree that 
a daily food ration of about 3300 net calories is necessary to an 
adult man, working 8 hours daily, in a European continental 
climate, it was found by the Commission that the average con
sumption of an Italian contained barely 3130 calories,' excludIng, 
as is appropriate, alcoholic beverages. Private students have, 
obtained even lower figures than the above: Vinci: 3066; Zin
gali: 3119; Balestrieri (1910-14): 3065.' The fact that the lati
tude of Italy is lower than that of the greater part of Continental 
Europe, is compensated, as was demonstrated by the Commis
sion,' by the mountainous nature of the land, by insufficient 
domestic heating in the cold season, and more especi~lly by the 
longer hours of work, both on farms (owing to the longer dura
tion of the solar day), and in public and private employment. 
As against this daily ration of 3130 calories for Italy, there was 
found, in reference to Germany, England, and France, a ration 
.of 4050,3704, and 3644 calories respectively. 

The food ration, which, during the war, had substantially 
declined for the civil population, has been increasing auring the 
post-war period, having again reached in 1922 the pre-war level 
and even having slightly exceeded it, with 3141 calories; but 
after that year it dechned, and for 1924 it appears to be notably 

'Commission Scientifique Interalhee du Ravitaillement: Rapport 
general, L/!$ re8llUUTC/!$ et le8 b/!$/mul alunemlur/!$ de& pay8 all,e8, ParIS, 
1918, p. 20. 

• See F. Vmci, "Sulle Variazioni dei prezzi," Rwi&ta delle Socield 
Commeraal" AprIl, 1919; G. Zmgah, La 1nla1lCl/J all1nentaTe pre
bellu:a, bellu:a, e P08~u:a di alcuns Stah d'Europa, Memorandum 
presented at the XVI Session of the internatIOnal StatIStical in
stitute, Septemher-Octoher, 1925. M. Balestrieri, I CQMUms all
mentari della powlazione Ualw7Ia dol 1910 al 1921, Padua, 1925 
pp. 30-31; also :lmgali: The Standard of MJe and Food Consumptwn 
sn Italy, one of the memoranda prepared m connectIOn With the 
debt funding negotiations. 

• See GJni, Problemi. sociologsci della guerra, Bologna, 1921, p. 
155 ff. 
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less than before the war. The ration was deficient not only 
in the total number of calories, but also in the quality of its 
ingredients, which contain an insufficient quantity of fats and 
proteins, and particularly of animal proteins. Even from this 
last point of view th~ situation f.o.day as compared with the 
pre-war period has improved, inasmuch as the percentage of 
calories of animal origin on an average per capita turn out to be 
about 10 per cent higher. We must also take into account the 
changes which have taken place in the working conditions of the 
laboring classes, who are now subjected to a shorter period of 
activity - more intense while it lasts, however, than formerly 
- under the eight-hour system; and who, consequently, have a 
greater need than formerly of animal proteins. But even from 
this point of view the last few years reveal less favorable condi
tions, inasmuch as the average quantity of calories of animal 
origin per capita has diminished. 

The consumption of meat per capita has likewise diminished 
in the big cities: (1922: kg. 46.3; 1923: kg. 42.3; 1924: kg. 42.1) 
notwithstanding larger imports of frozen meat, whereby a cheaper 
article has been substituted for the more expensive fresh meat 
formerly eaten. 

The Italian people, which, in the period before the war, con
sumed frozen meat to a very slight extent, adapted themselves 
unwil~gly, during and just after the war, to the use of thin food 
so little in harmony with their tastes. As soon as the critical 
moment had passed, the consumption of frozen meat began to 
diminish, but resort had again to be made to it under the pressure 
of high prices of fresh meat, on the one hand, and, on the other, 
under that of the necessity of maintaining a diet in harmony 
with the physiological requirements of a more intense activity. 

To sum up: the indices of food consumption prove that the 
Italian people, who, even before the war, were not abundantly 
nourished from the physiological standpoint, have been c0m

pelled to reduce still further their consumption of food, and in 
the last two years have been in a situation constantly less favor
able; yet, in order to adapt themselves to the requirements of 
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new labor conditions, they have had to accept a diet not in 
accordance with their tastes. 

While, m accordance with the correct practice of physiologists, 
we did not include alcoholic beverages among foods, we do not 
intend to overlook this item, as it furrus~es an index of the non
essentIal consumption of a people. The consumption of wine 
is smaller than before the war. During the four years 1921-1924, 
as compared with the five years 1909-1913, the dimmution is 
found to represent 10 per cent; but, if we take into account the 
increase of population (16 per cent), this indicates an actual fall 
in the consumption per capita amounting to 22 per cent. The 
cqnsumption of beer has increased (index number for 1921-22 
to 1924-25: 178 pet cent, taking as a base the period 1911-13), 
but certainly not to an extent sufficient to compensate the 
difference. Taking both wine and beer into account, the con
sumption of the last four years represents but 92 per cent of the 
pre-war consumption. Allowing for the growth of population, 
we note a decrease per capita of 20 per cent. This is all the 
more noteworthy in view of the known difficulties experienced 
by Italy in recent years in marketing her wine, consequent on 
the restrictive or prohibitive measures adopted in certain coun
tnes Overcoming these difficulties, Italy has succeeded, in the 
last year or so, WIth a normal harvest, in exporting 83 per cent 
more than she used to export before the war. 

One non-essentlal consumption which shows an increase is 
that of tobacco. This increase, which consists chiefly in cigar

,ettes, is evidently a result of habits contracted by soldiers during 
the war. It is remarkable, however, that, taking into account 
the increase of population, the last years reveal, as compared 
with 1921-22, not an increase, but actually a decrease of con
sumption. As a matter of fact, the index number of the average 
consumption per capita was 138 for 1921-22, and has gradually 
descended to 133 in 1924-25. We find the same results in 
regard to coffee imports, which give a good index of the 
consumption of this commodity. The same is true of the pro
duction of pure alcohol, which gives a correct index of liqueur 
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consumption; eliminating the increase of population since 1911-
13, the per-capita index number is found to be 123.3 for 
1921-22; 121.1 for 1922-23, and 120.7 for 1923-:M. 

D. SAVINGS 

Data are available on savings deposits, on savings in current 
accounts and in interest-bearing bonds which cover practically 
all the banks of any importance from this point of view, and 
afford an index to the rapid accumulation of liquid savings. 
The increase shown by these index numbers, especially during 
the last years, fails however to bring them up to the pre-war 
level when we take into account the rise in prices of commodities. 
The index number of savings in 1925 is, in fact, equal to 513 
per cent, taking 1913 as a base; while that of the increase in 
prices is equal to 650 per cent. The former is therefore lower 
than the latter by 21.1 per cent; but this difference grows 
wider when we take the increment of population into account 
(124 per cent). 

Taking this augmentation in population into account, we find 
that the savings of tHe population per capita are 29 per cent 
below the pre-war figures. 

A rather favorable impression of Italy's saving capacity has 
been, and is now formed upon the basis of statistics relative to 
the capital investment and retirement of our stock companies. 
From the beginning of 1914 to July, 1925, share capital has risen 
.from 5,390 million lire to 32,600 millions, showing an increase 
of 648 per cent, a change about equal to that of the rise in whole
sale prices. As a matter of fact, if we were to value the property 
of these Companies at the present prices, the increase would 
be found to be very much bigger, because, except where the 
stock has been watered, the value attributed to such property 
is the same as that assessed at the date when the Company was 
formed. At what figure should we assess the present gold value 
of the capital of Italian share companies? The Research Office 
of the Credilo Italiano has carried on an inquiry along this line, 
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and has reached the conclusion that the gold value of the total 
capitalization, valued at 5,170 million lire at the end of 1913, 
had risen, on June 30, 1923, to a value of 12,065 millions,' thus 
showing an increase of 132 per cent. This progress is seen to 
have been particularly rapid since June, 1923. 1,116 millions in 
the second half of 1923 (equivalent to 253 million gold francs); 
close to 4,913 millions in 1924 (equivalent to 1,110 million gold 
francs); 4,477 millions in the first half of 1925 (equivalent to 941 
million gold francs). On July 1, 1925, share capital is seen to 
have risen to a total of 14,369 million gold francs, thus regurtcnng 
an increase over January, 1914, of 178 per cent. We should 
find a considerable difference in the result if, instead of reducing 
the lire to gold francs at the exchange rate, we reduce them on 
the basis of the index of wholesale prices so as to obtain lire 
having the purchasing power of the pre-war period (hypothesIS 
A). By this method of computation, the share capital would 
be assessed on July 1, 1925, at a value of 10,840 millions, thus 
registering an increase, as compared with January 1, 1914, of 
101 per cent (5,390 millions) I 

These misleading results, unfortunately, are based on a method 
of computation whereby we reduce to gold francs or pre-war 
lire, not only - as is correct - the new investments, but also 
the amounts of withdrawals, which are still partly derived (and 
for a certain period were undoubtedly all derived) from com
panies formed when the lira was at par or but little depreciated. 
H we adopt the extreme hypothesis that all cases of withdrawals 
of capital that have occurred related to companies established 
when the lira was at par, and if the sums so invested were reduced 
to pre-war lire on the basis of the price level (hypothesis B), 
we would come out at the result that on July 1, 1925, the aggre
gate share capitalization, instead of having increased five and 

& See Credito Italiano, Socwta italwne per lJZIQ1Ii: N otine atalutu;he, 
1922, ninth editIOn, p IX. 

I The CredIto ItalIano based Its computatIOns on a figure of 5,170 
millions. The data on which we have based ours are s!Jghtly dIfferentl and are taken from the MlDlStry of National Economy up to the ena 
of 1921; subsequently, from the AasocmtlOn of lta!Jan CorporatIOns. 
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a half billion, would have shrunk more than one billion, 
that: is, would have diminished since January 1, 1914, by 20 
per cent. 

But this calculation might. conceivably err in the direction 
opposite to that of hypothesis A, since the companies which 
ha\'e been liquidated or which are reducing their capital out
standing can very well have been established at times when the 
lira had already depreciated. 

We shall be fairly halfway between these two extreme hypoth
eses, but perhaps tending, in my view, to approach the more 
optimistic of the two, if we assume companies which are winding 
up their business, or rt:ducing their capital, are not to be sought 
among those formed during the current, or immediately pre
ceding year, but rather among those constituted in earlier years, 
and among them, in equal proportions. On this hypothesis, 
which conceivably leans toward optimism, as we have said, we 
may estimate that the 32,160 millions of capital existing on 
July 1, 1925, are equivalent to 8,830 millions pre-war lire, with 
an increase of 3,440 millions, equivalent to 63.8 per cent, over 
the 5,390 millions of January 1, 1914.' 

Taking the growth of population into account, the effective 
increment of Italian share companies, expressed in pre-war lire, 
amounts to 45 per cent. But what portion of this increase is 
derived from genuine savings? As a matter of fact, along with 
new investments are included apparent increases in capitali
zation due to stock dividends or bonuses to old stockholders. 
Moreover, as time goes on, that part of the capital of a company 
that is invested in the securities of other companies tends to 
increase. And it is to be recalled also that fairly frequently the 
establishment of new companies, or increase in the capitalization 
of companies already established, represents, in whole or in part, 

, In an article publIshed just a few days after we had written these 
r.sges, Professor Emaudi stated that he would much be surpnsed 
if the thlf'ty-three blllions of share capital outstandmg June 30,1925, 
were not at least equal to some ten blllions of pre-war bre (Cornerc 
della S6f'a, August 12, 1925). Our text shows how eIcessively 
optmusttc Ius impresSIon IS. 
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changes of business establishments, such as firms and partner
ships, mto corporate form 

It is therefore extremely dIfficult to be sure what portion of 
this increase of three and one-h/llf billion lIre represents an 
actual growth of savings, but it seems certain in any case that 
the real value of the aggregate capital invested in stock cOln
parnes has increased, on account of actual savmgs, more than 
the population. If from the savings deposits and deposits on 
current account and in interest bearing bonds, we deduct the 
depOSIts in the Postal Savings Banks, we obtain the amount 
of depOSIts which furmsh the CIrculating medium of the country. 
Its real amount per capIta has dlmmished, as compared WIth 
pre-war times, by amost 20 per cent, while the real value of 
the aggregate capital of stock companies, - a good index of 
the fixed capital of industry - has increased. Thence, the pres
ent scarcIty of cIrculatmg medIum and the necessIty of bor
rowing abroad. 

In. PRODUCTION 

The data relating to production are particularly significant. 
The results of elaborate calculatIons made by Professor Zmgali 
with respect to agricultural production (20 representative items), 
the production of our quarries, mines, and peat-bogs, and lastly, 
our metallurgical and mineral output, allow us to determine the 
index numbers of production during several years, taking as the 
basis the production of 1913 = 100. Since 1913 was a particu
larly prosperous year for ItalIan farmers, the calculation of the 
index number of agricultural production was made a second 
time, taking as the basis the 5-year period 1909-13. For each 
branch of production, the calculation has been made first by 
weighting the several products on the basis of the 1913 prices, 
and then weighting them on the basis of the prICes of 1924. 
There is no essential drlference between the results given by 
these two methods. 

They show us that in 1924, as compared with 1913, our metal
lurgical and mineral production increased by about 29 per cent; 
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that of our. quarries decreased by about 15 per cent; that of 
our mines and peat-bogs declined no less than 6 per cent; 
that of agriculture decreased to the extent of about 3 per cent. 
When we take into account the growth of population (13.8 per 
cent) we note that the increment in the metallurgical and min
eral output is reduced to 13 per cent; the decrease in the pro
duction of our quarries reaches 26 per cent; that of the mines 
and peat-bogs, 16 per cent; and that of agriculture, 15 per cent. 

Il we take the five-year period, 1909-13, as the basis for agli
cultural production, instead of 1913, we obtain about 104 per 
cent as the index number for 1924, a result therefore higher 
than that of the base period. But allowing for the growth of 
population (16 per cent), since the basic years, we find that the 
agricultural production per capita is 10 per cent lower than that 
of 1909-13. 

Since 1919, there has been a great increase in th(production 
of agriculture, quarries, mines, and peat-bogs, and since 1921, 
in that of the metallurgical and mineralogical plants, which had 
sunk to between one-half and three-fourths of the pre-war level; 
but in none of these essential branches of national production, 
except in metallurgy and minerals, has the pre-war production 
per capita been reached. 

Taking the aggregate figures of production in the various 
branches above mentioned, we obtain a synthetic index of the 
state of Italian production. In 1919 it had fallen to 78 per cent 
of the pre-war level; after six years' effort it has reached about 
98.5 per cent thereof; taking into account the growth of popu
lation, the index number falls to about 86 per cent. 

This calculation, nevertheless, is open to criticism from the 
theoretical point of view. As a matter of fact, it signifies a 
double set of computations, inasmuch as the value of the prod
uct of the mines is included a second time in the value of the 
product of the plant; and the value of the tool or agricultural 
machine which the factory puts out represents, in turn, a eoD-
tribution to the value of the product of the fields. On the other 
hand, the importance of the consumption of raw materials. fuel. 
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machinery, tools, and other such products varies in a consid
erable degree from one type of production to another. ThE' 
calculation could be ventured that in Italy the participation of 
these things represents roughly 15 per cent of the production 
of mines, quarries, and peat-bogs; 24 per cent of agricultural 
production; and 56 per cent for mineralogical and metallurgical 
production. 

If, on the basis of coefficients such as these, we reduce the 
production of these respective branches, we determine the 
amount whereby each of them increases the aggregate of wealth. 
The totals thus arrived at and the correspondmg index numbers 
do not differ essentially from the more inclusive totals and 
indices mentioned above. The varieties of production, which we 
have been considering, contributed to the aggregate national 
income - which, for the year 1924, may be estllnated at about 
100 billion lire - something like 30 billion lire. Consequently, 
it is a dIStinctly substantial portion of the national income whICh 
these branches of production provide. In 1919, the national 
income stood at about 78 per cent of Its level before the war; 
to-day, as an aggregate, the national income has almost regained 
the pre-war level, that is to say, with this index, about 98 
per cent. But, on a per capita basIS, and With due regard for 
the increase in the population, it stands only at about 86 per cent. 
These indices, however, are certainly under the truth, for they 
take account of almost all the mineral and metallurgical pro
duction, the increase of which was less, and only of a small 
part of the industrial production, the progress of which, as we 
shall presently see, was more rapid. 

For certain branches of manufacturing industries, useful 
indices of production are furnished by the quantities of raw 
materials they consume. These quantities may be determined 
either from statistics of national productIOn, plus imports and 
less exports; or, in the case of materials for which domestic pro
duction is negligible, from statistics of imports, less exports; 
or, finally, in the event that exportation is of minor importance, 
from the statIStics of importation alone. 
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A comparison of the figures relating to metallurgical and 
mineral production, with those on stocks of iron ore and pig 
iron and semi-manufactured iron and steel, and crude and semi
manufactured copper, brass, bronze, indicates the striking ex
tent to which these statistics reveal Italy's war-time effort, 
then the period of post-war criBiB, which, in thiB group of in
dustries, culminated in 1921, and, finally, the rapid improvement 
subsequent to that year. 

Metallurgical and mineral production rose in 1921 to from 
30 to 40 per cent above the normal pre-war level; in the same 
year the supplies of the iron industries attained 40 per cent, 
and those of the copper industries, 150 per cent above that level. 
In 1921, the metallurgical and mineral production was reduced 
to 55 or 65 per cent, and copper stocks diBappeared. In 1924, 
the supplies of the iron industries amounted to 15 per cent 
above pre-war levels, and those in the copper lines were nearly 
60 per cent higher than before the war. 

One of our most important manufacturing activities is the 
textile industry. This industry does not seem to have made any 
noteworthy progre.<;s when its condition in 1924 is compared 
with its condition before the war. 

Last year, imports of raw cotton barely attained the pre-war 
level (index for 1924 = 101 per cent, taking as a basis the period 
1911-13); stocks of hemp available for the internal market ap
pear during the last four years 1921-1924 to be less abundant 
than before the war (index number = 31 per cent); and, simiIarly, 
those of flax (index number for 1924 = 77 per cent). Stocks of 
wool increased (index for 1924 = 148 per cent); so also those 
of jute (index for 1924 = 121 per cent). 

With respect to silk, a comparison between the figures of 
production, imports, and !lxports of raw silk leaves us in some 
perplexity, and raises. a doubt whether the data for production 
are comparable with those of international trade. The value 
of the tex-tile exports in 1924 increased only by 509 per cent, 
certainly less than the increase in prices. By adding up the 
quantities taken as basis in the computation of our index 
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numbers (cotton, wool, jute, flax, and hemp) and weighting them 
in accordance with the prwe levels of 1924, we obtain a synthetic 
index of the activity of a great part of our textlle trade The 
index number obtained for 1924, WIth the average of the years 
1911-13 as the basis, is 105.35 per cent, thus the actlVlty of 
this industry has increased, but not to an extent commensurate 
with the growth of population (index number, 115 per cent). 

The production of raw silk, even in 1924, the most favorable 
since the outbreak of the war, does not appear to have in
creased (mdex number, 110.5 per cent, taking as a basis the 
period 1909-13), in the same ratio as the population (index 
number, 116.1 per cent). 

Other industrIes have undoubtedly made greater progress; 
such as the rubber industry, for which the output in 1924, as 
compared with the pre-war period, presents an index number of 
271 per cent taking as a basis the average for 1911-13; the 
hide and skin industry, in respect of which the excess of imports 
over exports (furs excluded) presents in 1924 an index number 
of 203 per cent. The net imports of cellulose, also, exceeded in 
1924 the pre-war level, the increase (16.5 per cent), however, 
not much exceeding the increase in population (15 per cent). 
This increase is related to the recent development of the Italian 
artIficial silk industry. 

VIewed as a whole, there has been increased activity in ItalIan 
industry, of which a sure index may be found in the consumption 
of coal and other fossil fuels, petroleum, and electrical power. 
During 1924, we find, for the first tIme, a level higher than the 
pre-war one, in respect of coal and other home-produced or 
imported fossil fuels (index number, 113.1 per cent, taking as a 
basis the mean of 1911-13), the increase, however, being still 
below the increase of population (index number, 115 per cent). 
The increment in the consumption ~f electrical power is very 
much greater, the index number (for motor power) for 1923-24 
as compared with 1913-14, being 267.1 per cent. The con
sumption of petroleum, benzine, etc., also shows considerable 
increase amounting to 249 per cent in 1924 as compared with 
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1911-13. The weighted average of the three index numbers' is 
found to be 146.4 per cent, which considerably exceeds that of 
the increase of population. 

Weare able to check and confirm the figures with reference to 
our consumption and production by a comparison between the 
several categories of imports and exports. 

Before the war our imports exceeded our exports by 958 mil
lion lire in respect of raw materials for manufacture, 204 million 
lire in respect of semi-manufactured goods and fabricated goods, 
and 44 millions in respect of alimentary products and live ani
mals. Since the war the excess in respect of the first category 
has risen to over 6,715 millions in 1924 and 895 in 1925, which 
represents about 877 millions and 2,456 millions respectively 
more than the increase estimated on the grounds of the in
creased price level which, in 1924, showed for raw materials 
an index number of 609 and in 1925, of 678 per cent;' in respect 
of the fourth category it has risen to 788 millions and 1,572 
millions respectively, showing increases of about 594 and 1,347 
millions over and above the conjectural increases on the ground 
of price increase (562 per cent in 1924 and 651 per cent in 1925); 
exports of semi-manufactured and finished products show an 
excess over imports of 2,439 millions in 1924, and 2,610 millions 
in 1925, which represents an excess of 3,464 and 3,871 millions, 
respectively, over and above the increases to be justified on the 
grounds of the higher price level, which may be estimated at 
506 per cent in 1924, and 619 per cent in 1925. 

In the aggregate, we find in the two years an import deficit 
which falls short by two billion lire of the excess which we 
might have expected, taking into consideration the rise in the 

• Attributing to electrical power a weight equivalent to the tons of 
coal. wluch It would take to generate, m the proportlon of 1.2 kg. per 
kw. hour, and for petroleum, petrol, etc'l a weight equivalent to 
the tonnage of coal. reqUired to generate toe same heat, in the pro
portion of kg. 1 46 of coal. to every kg. of petroleum. 

I Compare: Numen indlci dei prezn irnl rnercato all'ingrtJ880 daI 
Mag{flo 1921 al Se/tem,"e 1ge6, published by the Chamber of Com
merce and Industry of Milan. 
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price level. This comparison shows that Italy's population 
was growing much more rapidly than her agricultural produc
tion, and that she was compelled to increase her imports of 
alimentary products, even though the national standard of 
food consumption was still further lowered. On the other 
hand, she has had to develop her manufacture, so as to allow 
larger exports of semi-manufactured and of finished articles, 
and, as the home production of raw materials has not in
creased, she has had to import larger quantities of raw 
materials. 

It is a striking fact that the increase in the importation of 
raw materials (3,334 millions in the two years) represents fully 
45 per cent of the excess of exports of semi-manufactured and 
finished products (7,335 millions). The percentage is reduced 
to 43.5 per cent if, instead of adding the figures relating to the 
two years, we take account, as is correct, of the different price 
levels. Now an investigation of the General Confederation of 
Italian Industries shows the percentage of the value of the 
product that is represented by the raw materials to be 45. If 
we recall the fact that some of the industries examined in that 
investigation produce partly-fabricated goods, we shall feel 
authorized to accept the two percentages as practically coinCI
dent. Now, when we bear in mind the fact that the national 
production of raw materials has not increased, we may conclude 
that Italy has re-exported in the shape of semi-manufacturerl 
and finished products, all that she has been able to produce by 
means of an increase in importation, which leads to the con
clusion that the quantities of finished products available in the 
country have not increased as a whole, and that the per capita 
available for consumption has therefore declined in like ratio 
to the increase of population, i.e., by about 16 per cent. This 
conclusion finds confirmation, insofar as the consumption of 
cotton manufacture is concerned, in the figures of consumption 
of cotton articles, which from an average per capita of 3.5 kg. 
in the pre-war period, has fallen since the war, to little more 
than 2.5 kg. 
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IV. TRANSFERS AND TRAFFIC 

The index of business obtained from the number of sales and 
interchanges of real property shows a remarkable mcrease, 
especially in the period immediately following the war. This 
advance may, to some extent, reHect a genuine intensification 
of economic activity. In part, however, it is merely the conse
quence of a process of readjustment following on the revolution 
in incomes which accompanied the war. As the result of tlus, 
numbers of impoverished persons, who had formerly been rich, 
were compelled to sell the whole or part of their real property, 
which thus passed into the hands of the new rich. To this 
extent the increase in the volume of transfers is indicative of 
an abnormal situation. But even insofar as it reHects a genuine 
increase of business, this is certainly in part due to the increase 
in prices and thus represents a transitory phase of the nation's 
economy, dependent on monetary, rather than on economic 
factors. In point of fact, the highest level of the index number 
(139.2 per cent, taking as a basis the fiscal year 1913-14), is 
reached in 1920-21, and there is a gradual decline during the 
three ensuing years, until it falls in 1923-24 to a figure that 
shows only an advance of 26.7 per cent on the pre-war value, 
12.4 per cent of which, moreover, is attributable to the increase 
of population, and part of the balance may be due to the greater 
frequency of liquidations, consequent on more frequent trans
fers resulting from the higher death rate due to the war and the 
influenza epldemic.1O' 

There has been, especially during these last few years, a very 
considerable increase of railway traffic, the index number, as 
compared with pre-war, rising in 1924-25 to 152.5 per cent, and 
being not lower than 134 per cent when allowance is made for 
the growth of population. If we distinguish the total railroad 
traffic to and from foreign destinations (that is, traffic to and 

10 See C. Gmi L'ammontanJ lila compo&izlon8 della 'ricchezza dellB 
nazwn" Turm, '1914, p 107; and V. Levi Mm.i, "ConSldenwoni 
Bulla frequenza del trasferimenti a btolo oneroso e mo~usa," 
Eco7lO11ua, February-March, 1925. 
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from ports and frontiers) from the rest of our railroad traffic, 
we find that the former category has risen from 14.4 mIllion to 
245 millIon Jons, showing an increase 70 per cent greater 
than the latter category, whICh rose from 27 0 nuIIion to 387 
million tons, thus bcmg augmented to the extent of 43 per 
cent. 

When we compare the traffic to and from ports with the total 
tonnage of merchandise delivered from abroad by international 
and coastwise shipping, we are struck by the fact that the 
increase of 40 per cent in the traffic to and from ports - which 
has risen from 10 8 millIons to 15 2 millions of tons - is much 
greater than the mcrease in the volume of merchandiSe unloaded 
at the ports, this last increase being one of 12 per cent, from a 
total of 183 nullion tons in 1913 to 20.5 millIon tons m the fifloo 
cal year 1924-25 One is thus led to the conclusion that a 
larger fraction of the merchandise unloaded was formerly con
sumed at the place of receIpt; or carried to its ultimate destma
tion by other means than rail. In part this may be regarded as 
the outcome of transitory phenomena, such as the crisIs which 
has checked the activity of industrial establiShments situated 
at ports and inland waterway traffic centers. The ports of 
Voltri, Sestri Ponente, S. Liberata, Pozzuoli, Torre Annunziata, 
Castellamare di Stabia, Sicorta, taken by themselves alone, 
showed in 1923, as compared with 1913, a diminution of mer
chandiSe unloaded of almost one million tons 

If we add to the merchandise imported via land fronticrs, 
goods unloaded at our ports from abroad, we have a total of 
20.6 million tons from the fiscal ye.ar 1913-14, and a total of 
26.6 million tons for 1924--25 - that is, an increase of 29 per 
cent. The total of goods exported by land or sea was 4.7 million 
tons in 1913-14, and 6.6 milhon tons in 1924-25, showing an in
crease, therefore, of 40 per cent. The increase in total traffic is 
one of 31 per cent, which must be cut down by 165 per cent if 
regard be had for the growth of our population; the balance 
being a consequence of the increased importation of food prod
UCUI and raw materials essential, as we have seen, for the support 
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of our increased population, and for the maintenance of our 
industry, as well as the expansion of our exportation of manufac
tured goods, which calls for larger supplies of raw matcrials. 
Among the more important materials in the importation of 
which an increase has been recorded, we find, on the one hand, 
grain and, in several years, maize - indicating insufficient har
vests - frozen meats, sugar increases due to augmented popula
tion; and on the other hand, things needed for our factories: 
iron and steel, copper, brass and broMe, crude rubber, raw wool, 
petroleum, benzine, and like products. 

As for domestic railroad traffic, we have already stated tnat 
this has increased 70 per cent. If we add the goods carried by 
coastwise traffic - the volume of which has somewhat dimin
ished from 10.2 million tons in 1913 to 9.3 millions in the fiscal 
yenr 1924-25, the increase in domestic goods traffic is reduced 
to 46 per cent; if we allow for the increase in population, the 
percentage is still further cut down to 30. 

Part of this increase is certainly to be attributed to the same 
monetary phenomena of a temporary character, to reconstruc
tion, and to processes of adjustment which have, as we have 
stated before, increased the whole volume of traffic. But these 
phenomena have largely ceased to make themselves felt, and 
their effect would be noticeable only in slight degree in any 
comparison between present and pre-war traffic. The shrinkage 
in traffic during recent years due to the economic crisis and to 
restraints on the freedom of business may have had some effect 
on the situation. The extension of the State railroad system 
of Italy (which was 20.4 per cent larger at the end of 1924 than 
at the end of 1913) has had some importance in this connection; 
and there probably has been more frequent use of raiIroad 
facilities rather than other means of transportation. We saw 
some trace of this situation when we examined the figures hear
ing on the railroad and shipping freight tonnage. But with aU 
of these circumstances taken into account, there is undoubtedly 
some increase in traffic to be attributed to the greater industriali
zation of Italy. 
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In conclusion, we must recall that the results of the analysis 
of land and sea traffic statIStics when examined WIthout losing 
sight of the other phenomena, do not justify any unduly opti
mIStic conclusions which might follow merely from considera
tion of the augmentation of that traffic. 

The situation with regard to passenger traffic is not greatly 
drlierent. The number of passengers by sea has increased a 
good deal, representing in 1924 about 237 per cent of the fig
ures of 1913. Those arriving by land - the great majority
have increased much less, that is, by 6.5 per cent. 

Altogether, the number of travelers has increased from 
95,790,000 to 100,948,000, showing an increase of 8.5 per cent, 
lower than the increase of population (13 8 per cent) and the 
increase of mIleage of our lines (20.4 per cent). The distnbu
tion of passengers by rail as between the different classes is 
worthy of note. An increase is registered only in the number 
of third-class passengers (9.9 per cent); there is a slight declme 
in the number of second-class passengers (index number = 98.8 
per cent); and a very notable one in the numbers of those 
traveling first class (mdex number = 56.5 per cent). These 
figures may give the impression that many persons who before 
the war traveled second class now travel third class, and that 
a relatively larger fraction of those who used to travel first class 
now travel second. ,The variations may in part be due to the 
difference in the increases in rates for the three classes.1I An
other, perhaps more important circumstance, is that those for
merly traveling first, and to some extent second class tend to 
travel more by other means of communication than was the 
case in 1913. This explanation is the more plausible on ac
count of the increase, amounting to 144 per cent, in the number 
of motor cars from 20,691 in 1914 to 49,119 in 1924, and on 
account also of the much longer journeys which passengers 

U The rates of 1913 compare with those of 1924 as 100 to 300 for 
third class, 100 to 336 for second class and 100 to 350 for first class. 
See L. Tosti, "Quantlta e prodotto del Vlaggmton delle rete dello 
Stato," Rilnsta lecnu:a delle jerTQIM t./alUJne, May, 1925. 
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traveling first class make as compared with those traveling 
second and third class.u • 

We find an increase in postal, telegraphic, and telephonic 
communications, which appears to be moderate, considering on 
the one hand, the growth of population, and on the other the 
increased call for correspondence, especially telegraphic, in indus
trial life, and lastly, the fact that postal fees have risen less than 
the price level. 

The total volume of correspondence shows an increase over 
the pre-war volume of but 18.9 per cent in 1923-24, after 
having attained 67.2 per cent in 1917-18. Evidently in 1917-18 
the anxieties of families in consequence of the war had a great 
deal to do with the increase in this figure; but the significance 
in the decline subsequent to the war cannot be overlooked. 
Down to 1922-23, the number fell off and recovered only in 
the last fiscal year. Allowing for the increase of population, 
this increase is reduced to 5.7 per cent. The number of tele
grams has increased since the war by only 16.5 per cent for 
1924-25, an advance which, when we take account of the 
growth of population, is reduced to 2.4 per cent. The number 
of domestio money orders paid is found to have decreased for 
1923-24 by 15 per cent. The number of subscribers to urban 
telephone service has increased in 1924-25 by 48.4 per cent, 
but the growth of population in our large towns - which has 
been more striking than the general growth - has no doubt 
contributed to this result. 

V. WAGES 
We penetrate deeper into the working of the Italian economio 

organism when we examine the increase, compared with pre
war times, of the individual incomes of the various categories of 
people engaged in production. 

U Average length of journeys: 

Clau 
I 

II 
III 

1915 
• 64.3 

60.1 
• 31.5 

K&lometera 
19t" 

210.5 
118.8 
60.1 
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Data concerning temporary agricultural labor, especially col
lected by Prefects, show that the real level is, on the average, 
distinctly above the pre-war one. The index for twenty prov
inces is about 730 per cent for the first half year of 1925. Com
paring tlus with the data on the cost of livrng, which gives an 
index equal to from 481-583 per cent, according to the WfJerent 
towns, it would seem that wages have increased by about 25-50 
per cent. Tlus conclusIOn would, however, be too optimistic, 
both because the cost of living, tendrng to uniformity through
out the country, has, however, increased more in the country 
than in the towns,'· and because the wages of casual labor have 
increased more than those of regularly employed men. Other 
data, given as approximate by the Ministry of National Econ
omy, dealing with all agricultural wages exclusive of crop· 
sharing farmers (mezzadri), show a lesser increase in wages. 
The index for 1923 is 566 per cent, showing an increase over the 
index for the cost of living (450-502 per cent) of 13-25 per cent. 

It is easier to give more exact comparISons for the wages of 
industrial workers, especially in the bIg towns. 

We have data relating to North Italy and particularly to 
Milan, for six industries and 24 categories of workers. The 
indices for July, 1925, range between 580 and 968 per cent anti 
are in only five of the categories out of the 24 considered under 
the index of the cost of living in Milan for July (598 per cent). 
The average for the 24 series reaches 721 per cent. These 
data are provided by the "Associazione Lombarda degli In
dustriali." Other data are provided by the Statistical Depart
ment of the Commune of Milan and lead to analogous results. 
In five out of the six series under consideration, the index 
number for 1924 was higher than that of the cost of living 
(522 per cent); it varies between 511 and 778 wtih an average 
of 611. Similar results are attained for Brescia and Rome. 

The mean of the index numbers of the 24 North Italian series, 
of the six Milanese series, of the Brescian series, and the 14 

II See C. Gini, Patologta economica, Lectures at Luigi Boccoru 
Uruversity, 3rd ed., Mllan, pp. 65-66. 
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Roman series would indicate real increases in wages of 21, 17, 
13, and 12 per ceni, respectively. 

Some Italian writers have arrived at dlfl'erent conclusions, 
basing their results on the data of the "Cassa Nazionale Infor
tuni" concerning the wages of ~orkmen meeting with acci
dents .• ' But it is proper to observe that with the Cassa Na
zionale there are insured chiefly industries having a very large 
income, such as the metallurgical, mechanical, and chemical 
industries, which employ large numbers of skilled workmen. 
These workers, in contrast to the unskilled, and the women and 
children, show less increases in wages. Moreover, since pre
war times, the habit of insuring against accidents has been 
extended from the categories of skilled workmen at high wages 
to that of skilled workmen who are paid less, so that the average 
of wages given by the "Cassa," if they cannot be considered 
as representative of the wages of the mass of industrial workers, 
were higher than the average for the pre-war period, thus giving 
a considerably lower index than the real one. 

Whilst we must recognize that present real salaries are higher 
than pre-war ones, we must remember certain circumstances 
which have prevented the standard of living of the working 
classes from improving proportionally. On the one hand, the 
workers have been obliged to replace implements, clothes, and 
personal and household objects that had worn out during the 
war and post-war periods when wages in many trades made 
saving impossible; on the other, war losses and the post-war 
increase in marriages and births have often led to an increase 
in the number of people dependent on the head of the family. 
Fmally, the shorter but more intense period of labor adopted 
after the war in consequence of the eight-hour system made 
necessary some change from a vegetable to a meat diet, leading 
to an increase in the .cost of food, as well as in the calory con
tent thus developed. 

Perhaps the more important circumstance is represented by 

14 See O. Mortua, Prospeltwe econom1Clis, ClUA di Castello, 1925, 
p.425. 
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the spread of education and the lengthening of the term or 
apprenticeship, in consequence of which tile initial contribu
tions of boys towards the family income are postponed, and the 
head of the family has to shoulder a heavier weight. Recalling 
the wider consumption of some non-essential articles and the 
greater savings of the peasants, we can explain how higher 
wages failed to bring with them a larger national food consump
tion. The working classes are renouncing, in favor of the 
progress of future generations, a higher standard of hving 
which they could have afforded on the basis of higher wages. 

How far below the wage levels of other countries that of the 
Italian workman remains, notwithstanding these improvements, 
may be clearly gathered from the following international com
parisons. 

The International Labor Office, following up the researches 
of the English Labor Department, has attempted to tabulate 
for 17 countries the amount of food, based on a typical basket, 
which the workers of each of the great towns could buy with 
the wages of an eight-hour day.II 

The index thus obtained for Philadelphia as compared with 
the average of those for Milan and Rome are as 221 to 46.5; 
that is, 475 to 100. 

This would mean that the American workman receives five 
times as much real wages as an Italian workman. 

Criticism may be, and was, raised by these calculations. 
The food requirement is different in different climates and for 
different peoples. The contributions of the members of the 
family to its general budget, of which account has to be taken in 
judging its standard of living, may be different in dU'ferent 
countries, and perhaps means more in Italy than in the United 
States. On the other hand, workmen's families are larger in 
Italy.11 The question can be only one of JIle&Suring dU'ferences; 

Ii Bureau International du Travail, La deuneme conference du 
statlshcum8 du travail tenue a Gen~ve du fO au f5 avnl1925. pp. 32-33. 

11 The average number of people in a fanuly, as shown by the 1921 
census, IS 4.6 for Italy; and for the UnIted States, accordmg to the 
1920 census, It is 4.3. 
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the results of the International Labor Office may be corrected 
within certain limits, but the faet unquestionably remains that 
the Italian workman has a much lower standard of living than 
the American. So low is the standard ef living of the Italian 
workman that it could not be lower without impairing his pro
ductive powers. In none of the 17 countries considered by the 
International Labor Office, except Portugal- and reservations 
on the exactitude of the Portuguese statistics are not unreason
able - is the wage level as low as in Italy, where it is the same 
as in Austria, over whose population the world is in the habit of 
weeping; and Italy's wage level is actually lower than that of 
Spain or that of Poland. 

VI. INCOME nOM CAPITAL 

The income from real estate is distinctly less than the pre
war level. The increase in rents is not equivalent, in any part 
of Italy. to the increase in prices. 

The "House-Owners' Association," questioned on this sub
ject. gives the following answers, with reference to the position 
of house owners. compared with that of the pre-war period: 

Rtml8: Increased two to three times; 
Purchastng power 0/ rrwney: Fallen to one-fifth or one-sixth; 
Taua: Increased fourfold; 
VCJn0U4 ~ and dua: Increased on an average sixfold. 

From this they conclude that the effective income is reduced by 
one-half. 

If some of the items in the above balance are doubtful. the 
conclusion. even if somewhat exaggerated, is not far from the 
truth. 

The index numbers for the first half of 1925. taken from a 
Milanese working-class family budget, are. for rent. 393 per 
cent. The index number for wholesale prices is 663 per cent; 
the real rent would thus be equal to 59 per cent of pre-war 
rent. We get analogous results, still for Milan. from the data 
in the statistical yearbook of that city. These reveal average 
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increases in rents of 338, 422, and 515 per cent, according as 
they relate to long-time leases concluded prior to November, 
1922, leases concluded subsequent to that date, or new con
struction. The "real" rents, therefore, would represent, re
spectively, 51, 64, and 78 per cent of the pre-war rent. 

This was the result of rent restrIction, partly natural and 
partly forced. It is well known that the Fascist Party, before 
arriving at power, was in tendency opposed to all forms of eco
nomic interference, particularly WIth reference to rents and such 
restrictions were abolished as soon as that party attamed power, 
but in practice the need of regulating the increase of rents seemed 
inevitable; this was achieved, in spite of the protest of the 
numerous class of house-owners, by prolonging existing leases, 
by preventing evictions, and through the intervention of arbitral 
commissions. 

The position of land-owners is sinUlar, though somewhat 
better. 

Data concerning the income of land-owners in Friuli on the 
crop-sharing system and on the rent system partially paId 
with agricultural products, show an increase, as compared with 
1924, of from 100 to 395-440. 

Data concerning incomes from land of typical farms, collected 
by Professor Tassinari, give, for the gross income, indIces 
varying from 240 to 570, with an average of 408; the net in
come varies from 193 to 590, with an average of 397. 

In general, in Italy, the gross income from land when com
pared with the pre-war period should be conSIdered as increased 
fourfold, while for the same period the wholesale pnce index 
has risen 6 6 times. This was, indeed, the conjectural basis for 
the application of the recently established tax; but the fiscal 
authorities, although at present most strict in Italy, were 
obliged to recognize that the increase was too high and to 
lower it to the ratio of 1 to 3, in consequence of remonstrances 
and technical evidence adduced. 

The reason for this decrease will be found in the dIfferent 
distribution of agricultural income between tenant and owner. 
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As far as the crop-sharing system in Friuli is concerned, the 
index for the increase of the income of the tenant is 478 per cent, 
whilst for the owner, it is 395 per cent. Sinular conclusions 
may be drawn from the comparison on the basis of the data 
g~thered by Tassinari of the increase in the gross selling value 
of produce and the increase in income derived from land. 
Except in the poor regions of Umbria where the increases were 
about equal in proportion, that of the value of the gross pro
duction was much greater than that of the income derived 
from land. The difference was greatest in the cases of es
tates in Lombardy and Apulia, where the wage system prevails, 
less notably in Sicily, around Bologna and in portions of Um
bria, where crop-sharing and other systems exist which leave 
the owner of the land both the technical supervision and the 
risk. On the average, whilst the increase in the gross income 
from land amounted to 408 per cent, and that of the net income 
from land was 397 per cent, the increase for gross production 
was 488 per cent. Whilst the gross production of a Lombard 
irrigated farm had risen to 460 per cent, and of an Apulian 
farm to 430 per cent, the payment for labor had risen to 840 
per cent and 540 per cent, respectively, thus absorbing a 
much greater quota than the increase in the value of the 
product. 

According to Professor Serpieri, the percentage of the 
value of Italian agricultural produce absorbed in the pay
ment of manual labor was, before the war, 40 per cent, and 
has, during post-war years, risen to between 45 and 50 "per 
cent.n 

Conformably with the view of Serpieri, the yields of pre-war 
and post-war agricultural and forest production, according to 
the most recent official estimates, may be set forth as follows, 
under the several heads of production: 

I' See 1l problema tnbutano in relazione all' agricoltKrG, .. Feder
azione ltaluma del Consorll Agrarl, CommissJone dt studt tecnici ed 
economlcl," 1923, No.3, p. 4-7; Serpieri, La polr.hca agrona '" 
llalta , i recenta pr'OIIt'edunmn kgi.slatW\, PJacena 1925, pp. 244 and 
248. 
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DISTRIBUTION OF THE VALUES OF FOREST AND AGRICULTURAL 

PRODUCTION 

PRS-WAR POwr-WAa 
PERIOD PERIOD 

DlWl'lUIIllTION 
BIllion Per. BIllion Per-

bre eentage bre centaae 
-----I-

Total value of production 9 100 42 100 
Seed and deprecl9.tlon . . 2 22 10 24 
VVages . . 36 40 20 48 
Salaries for management, mterest on 

workmg capital .. . 1 1 12 5 12 
Return on capital mvested in the land 23 25 7 17 

It will be seen that the returns on capital invested in the 
land have decreased from 25 per cent to 17 per cent, and thus 
represent, at the present time, 68 per cent of the pre-war value, 
admitting an equal production. But since productIOn per unit 
of area 18 has decreased by 3 per cent, the income accruing to 
the land-owner may be considered as representing, in kind, 66 
per cent of the pre-war income. During the agrarian agitation 
of 1920 and 1921, the reduction in the percentage of the product 
due to the owner was much greater, and, in tenns of the 
contracts entered into in some provinces, amounted to but 
little more than one-third of what it had been before the 
war.1I 

18 The value of agricultural production, eltminating the rise of 
prices, may be estimated t<Hlay at about 104 per cent of the pre-war 
value, but the area under forest and agricultural cultivation, 
(28,442,715 hectares) after the addItIon of new provmces represenl.8 
1078 per cent of the pre-war area (26,378,613 hectares). Thus 
the productIOn per hectare amounl.8 to 0.97 per cent of the pre-war 
value. 

11 See C. Gini, "Pathologie ~conomlque," in SCleniW, I-IX-I923, 
p. 182. In the provmce uf TreVlSO, for example, the pre-war con
tracts assigned to the owner about 35 per cent of the product. For 
the agncultural seasons of 191~20 and 192(}-21, thts was reduced 
to 12.5 per cent, but, with certam traDSltional adjustmenl.8 on 
account of the deterioration in the condItIOn of the soIl due to the 
war, the owner's share ultunately came down to a rate of 12 per 
cent. 
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The decrease of real income experienced by owners of securities 
has been even greater. While the wholesale prices index num
ber calculated by Bachi has risen, as we have stated, to 695 per 
cent," stock quotations stand at 135.5 per cent, a level which 
should be put a little higher, but apparently not much higher 
in order to allow for privileged issues in the interest of old 
share-holders. We have, therefore, to deal with a falIing-off of 
more than 80 per cent suffered by owners of this category of 
property. 

The incomes of creditors and of capitalists have been cut 
down stilI more drastically. Particular importance is to be 
attached to the class of mortgage creditors, whose holdings 
amounted, before the war, to 4,250 million lire, and to persons 
owning savings' deposits, the total of which amounted, as we 
have seen before, to 7 billions and a half. They have experi
enced a loss of property equivalent to the loss in the purchasing 
power of money. That is to say that their property, by July, 
1925, had depreciated to about one-seventh (or more precisely, 
to 14.4 per cent) of its pre-war value. 

The owners of government securities have experienced a yet 
severer loss. In July, 1925, 33i per cent bonds were not worth 
in paper lira as much as 72 per cent of their value in 1913 in 
pre-war lire. They are, thus, now worth 10.3 per cent of the 
purchase money paid by their owners. The owners of 43i 
per cent bonds are not much better off; taking the level of 
prices in July, 1925, into account as compared with the price 
level existing in the month in which the bonds were subscribed, 
and the subscription price as compared with. present quotations, 
they are worth only 12.2 per cent of the money paid for them; 
the owners of 5 per cent Consolidated stock have lost very 
much less. their securities being worth to-day about 49 per cent 
of the subscribed value. 

10 Bachi's ~dex for the end of June is 682.0 per cent, for the end 
of July 707.2 per cent; thllll' average is 694.9 per cent. 
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VU. THE LIBERAL PROFESSIONS 

The salaries of government employes have been affected in 
very dIfferent degrees accordmg to thell' rank. The lowest 
classes in the servIce, whose pOSition approaches more nearly 
to that of manual workers, have obtainoo, lIke the latter, an 
increase in wages equivalent, and often higher, than that of the 
cost of living, whlle employes belongrng to higher ranks have 
been granted lesser increases, wluch means to say that their 
real salaries have, in fact, decreased 

The results of very detailed inquiries in this regard have 
established the coefficients of minimum, maximum, and medium 
increase, according to rank, as compared with pre-war salary. 
The higher the level of the pre-war salary, the more marked IS 

the duninution of the coefficient of increase, with a slight ex
ception for ranks which before the war had an income of be
tween 3,001 and 3,500 lire. Allowing for the fact that the 
index number of the cost of hving ranges for the first half of 
1925 between 481 (Rome) and 5.83 (Milan), it may be stated 
that the two lowest groups, wluch, prior to the war received 
incomes not exceeding 2,000 lire, have bettered their conrutlOn; 
that the eight higher groups receiving incomes of above 3,000 
lire, are worse off, while the two mtermediate groups, with 
incomes between 2,001 and 3,000 lire, have received increases 
sufficient to cover the rise in the cost of hving. 

Data with respect to the incomes of persons exercising the 
liberal professions are completely lacking, but it is safe to assume 
that their position, while somewhat improved, is analogous to 
that of civil servants in the intermediary or higher ranks. WluIe, 
on the one hand, it may be assumed that they have an advantage 
over state employes, insofar as they can recoup themselves from 
their clients for the rise in the cost of liVIng, on the other hand, 
it is likely that the diminution of incomes from real estate 
experienced by owners of land, houses, and securities, and by the 
higher civil employes (who constitute the classes from which 
an important part of their clientele is drawn) has reacted on the 
fees paid by them. 
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vm. EMPLOYERS 

Data with respect to this class are also not available, but every
thing we know with regard to the conditions of trade leads to the 
conclusion that during the period within which prices have been 
nearly stabilized, their earnings cannot have. been any higher 
than they were before the war. 

Data as to paid up capital and the profits and losses of share 
companies published by the Credito Italiano, make it clear that 
share companies in the aggregate and especially industria1 com
panies, realized large profits during 1918 and 1919, when prices 
were soaring, as well as considerable profits during the following 
year (1920) but that they found themselves in a difficult position 
during the two following years, and, in 1921, instead of profits, 
they experienced actual losses. 

It would certainly not be correct to judge the state of Italian 
industries, as a whole, from the conditions found to prevail for 
corporations. Small firms are certainly less influenced by 
general circumstances than corporations. The 'results above 
mentioned, however, most certainly point to the fact that the 
Italian industrial organism, as a whole, operates under condItions 
not at all flourishing in character, and certainly does not derive 
exceptional profits. Making reductions appropriate to the in
crease in the circulation, we find that bankruptcies have returned 
to the pre-war level, and, during the first seven months of 1925, 
even somewhat exceeded it. 

With the circumstances of private business concerns are in
volved those of their employes, whose wages necessarily rise 
and fall with times of prosperity and depression. Among the 
employes in more favorable conditions must be included those 
of the Chambers of Commerce, which have extensive resources 
without exceptional obligations. The data furnished by one of 
the most flourishing of the chambers, that of Brescia, permit 
us to determine the fact that from 1914 to 1924, the compen
sation of the Director and his assistant has increased by 
426 per cent, that is, by about the rate of increase of the cost 
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of living. The salaries of the clerical force have increased by 
about 486 per cent, or a little better. The wages, finally, of 
the Janitor, watchman, and hke employes have IOcreasoo at a 
rate distinctly above 730 per cent. Thus in thIS field we find 
the same difference between higher and lower employes whICh 
was encountered in the case of employes of the government 

It may be said, in summary, that the level of workmen's and 
lower grade civil servants' wages shows a distinct improvement 
over the pre-war conmtlOn while there has been a considerable 
declme in the incomes of the capitalist classes, of land and 
house-owners, of intellectual workers, and perhaps also, durmg 
some recent years, of the class of employers. 

IX. RECURRENT ABNORMALITIES 

The changes to which we have referred are by no means iso
lated phenomena, bllt are all intimately correlated, as to make 
out a system. 

IC there had not been a fall in the scale of rents, these would 
have weighed still more heavily on the budget of worklOg-class 
and employes The calculation could be made that If rents 
had gone up in Milan in proportion to the cost of an unoccupied 
house, rent would have represented to-day in the total budget 
of the workman hVlOg in that city a burden of about 4 5 per 
cent, and III the total budget of a government employe living 
there a burden of about 7.3 per cent.21 

In such circumstances, workers" and employes would have 
experienced a dechne in their standard of living which, even to
day, is hardly sufficient to meet the demands for a full effiCiency 
of work, or else - as is still more probable - they would have 

.. In order to be equivalent to the cost of a vacant house, the rent 
would have to represent 154 4 per cent of what It actually IJI now, 
takmg as the basIS a lease rate of 393 per cent of the pre-war. 
The cost of a vacant house would have to be 607 per cent of the 
pre-war rate Now, m the family budget of a workman m MIlan 
for July, 1925, the outlay on rent represents 871 per cent, wlule 
m the family budget of a state employe, It represcnt.~ 13 66 per cent, 
accordmg to the bulletm ClUG d,lIfUa1lO of July, 1925, p. 264. 
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shifted the new burden to the class of employers, the State, 
and public bodies, asking for an increase in wages and salaries, 
thu8 rendering the conditions of production and public finance 
yet more difficult. 

In the same manner it would not have been possible for agri
cultural wage-earners and crop-sharing farmers, to keep their 
gains up to the pre-war level, given the stationary conditions of 
production and the growth of the farming population, unless 
they had encroached on a portion of the production which was 
previously enjoyed by the land-owners. 

Employers and land-owners, on their side, would have encoun. 
tered still harder difficulties of production, which to-day is not 
on a favorable basis, had they not benefited by the depreciation 
of the paper money by which the real value of their mortgage 
and other debts has been reduced to about one-seventh of the 
original burden. 

In hke manner it would have been impossible for the Govern
ment and the departments to meet their debts had it not been 
for the depreciation of the real values thereof. It has been 
computed that the interest on public debts up to the end of 1922 
would have absorbed 26 per cent of national income if prices 
had descended to the pre-war level.21 

The above considerations prove, not only the reciprocal con
nection between the variations referred to, but also how essential 
they are in enabling the national organism to carry on, in the 
difficult aCt~war conditions. 

We cannot fail to note the opportune manner in which these 
several changes arise so as to render it possible to get through 
crises and work back to normal conditions. 

The profits of employers, whose function is to give an impulse 
to production, are ensured, where necessary, at the cost of aU 
the other classes, as happened during the war and in the period 
immediately following it. Not only is it a fact that their earn
ings are not reduced below the nominal level, but it comes to 
pass that when condItions are particularly difficult - as was the 

II See Pathologie ~c07lO11lilJll8, Scientia, 1923, pp. 115-118. 
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case in the most cntical movements of the war and the period 
just followmg - they are m a positIOn to reallze in consequence 
of mfiation exceptional gams whiCh constitute the best incentive 
to give an exceptional Impulse to productIOn This IS mdlcated 
clearly by the high percentage of net profits made by corpora
tions durmg the years 1918 and 1919 

The workers belonging to the industries the production of 
which must be raISed to the maXlIDum are also in a privileged 
position in this regard, while other classes of workers are worse 
paid than before the war. But the privations to which these 
classes are subjected cannot be indefirutely prolonged without 
inJury to their working efficiency, and therefore after their 
wages have remained for some time below the normal level, 
there was a tendency to a rise In real wages up to the pre-war 
level, and indeed during certain periods, they kept above it, in 
such a manner as to allow the replenIShment of stocks and 
worn-out tools and personal effects. The comparison of the 
wage figures with the statistics of the cost of living shows how 
real wages in Italy, generally speaking, remamed below the pre
war level with interruption in 1918 and 1919 for the industries 
taken into consideration in Milan and Rome, while for the 
industries of Brescia (among which industries connected with 
the conduct of the war had special importance) and for tempo
rary laborers in agriculture (whose production had to be stimu
lated in order to make up for the shortage of labor), real wages 
were always above pre-war levels 21 

The position of employes is much the same as that of workers 
in trades other than war trades. 

The owners of material and intellectual capital are the class 
who are longest subjected to sacrifices and who are slowest in 
returning to the normal scale of income. 

It is hardly necessary to point out that such an order of thin~, 

II For other material relatmg to nominal and real wages durmg 
the war and the first years after the war, see the artICle entitled 
8td lwello del salari reali nel dopo-guerra in I talUl \n oonfronto al 
loro lwello prebellu:a m the Rwuta d, poluu:a ewnomica, Apru, 1923. 
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even if it responds to transitory necessities, can hardly be pro
longed without a progressive deterioration of the national 
economic system. 

Owners of houses, who receive inadequate rents, no longer 
take the trouble to carry out requisite repairs, and capitalists 
do not find it profitable to invest their money in real estate. 

The cost of erecting a building has, in fact, increased five or 
sixfold while there has been a much smaller rise in the scale 
of rents. In Milan, where, as we have seen, rents are nearly 
four times higher than before the war, the cost of buildmg has 
increased more than sixfold. In such condItions houses cannot 
be built - except in exceptional cases - unless they are subsi
dized openly or covertly, by the Government (for instance, 
with exemption from taxes, or loans at a lower rate of interest 
than the market rate); and this is precisely what has occurred 
and is going on in Italy. But such a pollcy must naturally 
weigh on the budget in a way that is not long in making itself 
felt. Subsidies are, in fact, gradually diminishing. 

With a cessation of subsidies, and a falling off in building, 
the housing crisis, which interferes with the normal movements 
of citizens and the development of big cities, would become a 
permanent and ever-increasing difficulty. 

The decreased quota of production due to land-owners makes 
it Wfficult for them to invest their savings in improvements, 
which, even in normal conditions, often are not profitable. This' 
naturally hinders the progress and development of agriculture. 

In like manner, manufacturers, when able profitably to carry 
on their former businesses, thanks to the depreciation of their 
debts which were contracted in full-value currency, would not 
find it worth while to buy new plants with capital borrowed 
in the market in depreciated lire. And the position of old 
established firms would become more difficult as, by degrees, 
the part of capital paid up when money was worth more de
clines in value in comparison with the new capital required to 
provide for the renewal of operating funds and for improve
ments demanded by technical progress. 
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The calculations whICh we have made permit us to estimate 
what would be the coefficients of correction whereby percentages 
of profits of the various companies would have to be multiplied 
in order to obtaIn the correspondIng percentage of profit which 
would have existed, if there had been no deflation of the sub
scribed capital in consequence of the loss in the purchasing 
power of the currency U These coefficients, for example, in
dICate that, if there had not been any depreciation of the 
value of the capital of corporations as a result of the 
shrinkage of the purchasing power of money, the proceeds 
of the stock comparues In 1918 instead of having been 4 15 
per cent would have been 0328 X 11.15, or 3.66 per cent. 
In analogous fashion the proceeds of 1919, instead of haVIng 
been 10 29 per cent, would have been 4.21 per cent; those 
of 1920, instead of having been 855 per cent. would have 
been 3.32 per cent. These coefficients of correctIOn prove that 
the conspicuous profits realized by industries durmg the war 
and post-war years, which stimulated the war-time activity and 
the process of reconstruction, were conspicuous only because 
of the depreciation of the currency. But thiS favorable condi
tion is little by little losing its effect. The portion of stock 
company capitahzation which was subscribed in lire already 
deprecuded is beginnmg to increase, and consequently the value 

of the ratio ~ is beginning to increase. 

U present conmtions were to be maintained, it would become 
increasingly difficult to renew and increase the capital to be in
vested in real estate, and the industrial capital. Nor would the 
positIOn be any easier for human capital, represented by the 

U SImilar calculatIons were made in order to determme the coef
fiCIents of correctIon wluch would have to be used m multJplymg the 
percentages of profits of sto{'k compames WIth regard to theIr nommal 
capital, 80 as to obtaIn the correspondIng percentages wluch would 
have eXISted, If the paper lIra had retaIned the purchasing power of 
the gold lIra. These coeffiCients are used In the study on the Fw:al 
Burden of ltalwn Stock Compamu of Professor GInO Borgatta 
In the collectIon of memoranda prepared In connectloa With the 
pegotlatlons for the fundmg of the debts. 
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working value of the population, achieved as the result of the 
investments made by the parents in education and training of 
their children. The low wages earned by employes and often 
by professional men, frequently render it impossible for them 
to bring up their offspring according to the pre-war standard. 

The average of the index numbers (based on statistics from 
12 national colleges) of the cost of feeding a school boy was, in 
1924, 349 per cent, which is rather below the index of the cost 
of living, varying from 447 per cent in Rome to 552 per cent 
in Milan and Brescia. The deduction may fairly be made that 
the standard of living of students living in university dormi
tories has distinctly fallen. In spite of the lower standard of 
life to which many students adapt themselves, it is often out
side the capacity of the family budget to provide the expenses 
of sons living away from home and studying at the universities 
and higher institutes. The universities and higher institutions 
of learning are relatively deserted; they are attended by stu
dents of the respective localities and a few from other places 
who happen to be sons of business men that have taken up 
advanced studies. One may gather from this fact that those 
who are students to-day are likely to have in the life of to
morrowan efficiency below that of those who were students before 
the war. The outstanding students, moreover, refuse to pursue 
the poorly compensated careers of teaching and other public 
services, and the personnel of the latter consequently has come 
to be recruited more and more from elements of inferior quality. 

It is evident that a condition of this sort can hardly continue 
without progressive decay of the Italian national organism. At 
this very moment that organism is in a pathological condition, 
even though there are too few, unfortunately, who take account 
of the fact. By a pathological condition we mean precisely one 
which cannot continue without bringing about the breakdown 
of the organism itself.-

16 In connection with the concept of economic pathology and ita 
development and applicatIOn see the artICle Clted in 8nenlUJ for 
August and Septembcrt,. 1923, and the course of lectures at the 
Ullwerlntd CommerCiale liOC001l1 already Cited. 
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The Italian economic organism, after strugglmg through the 
war crisis and the crISIS immediately following the war, has not 
yet got back to normal conditions. It is at the present time 
in a state of convalescence. Serious thought is provoked by the 
fact that this convalescence is progressing very slowly and that 
it is not yet over, despite the improvement which dates well 
back to .he beginning of 1922. 

X. HIGH COST OF LIVING 

Another index, in no sense doubtful in its importance, of the 
lack of economic equilibrium in whICh the Italian nation finds 
itself at this time, is afforded by the persistence of the problem 
of the high cost of livmg. 

After the war this problem existed at least for certain Bocial 
classes in all the countnes which had been involved in the con
flIct, less, to be sure, in some, than in others. It depended, as 
was natural, upon an abnormal distribution of the national 
income insofar as the abnormal portion of that income which, 
during the period of inflatIOn, had been distnbuted to busmess 
men represented a corresponding curtailinent of the income of 
other social classes 

The income of these other classes, consequently, rose to a 
level below the cost of living and they became aware that 
living had become extremely costly for them. But when the 
problem of the high cost of living continues on and on for a 
greater or less fraction of the popUlation without any other frac
tion thereof being able to realize exceptional profits - which is 
precisely the state of affairs existing in Italy for some time - the 
conviction 'that hving is costly really signifies that at least for 
some categories of the population the national income is insuffi
cient to maintain the standard of living which they have accus
tomed themselves to observe. 
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XI. THE DISEQUILIBRIUM OF THE EXCHANGES 

Characteristic is the discrepancy between prices and foreign 
exchange, which is shown in the following diagram. 

(Diagram omitted) 

Curve A, which represents the course of the level of exchange 
(price of the dollar in lire) remains almost constantly above 
Curve B, which shows the ratio of the intlex number of wholesale 
prices in Italy and the corresponding index for the United States. 

In other words, wholesale prices in Italy may be said to have 
been almost constantly lower than they have been in the United 
States. 

The two exceptions are, in fact, only apparent; they depend 
on a displacement of phases in the two curves, that of exchange 
preceding, in its variations, the curve of prices. If we move 
by two months the curve of prices, as is shown in curve B' 
it will be seen that the latter remains constantly at a lower 
level than the curve of exchange (A), at a distance which varies 
with time, becoming less when the exchange tends to be favor
able to Italy and increasing when the exchange turns against 
her. From about the middle of 1923 to the end of 1924 - a 
period during which the exchange was almost stationary-this 
distance showed a slight but persistent decrease, which had re
duced its degree to little more than 10 per cent above the level 
of exchange, and to 12 per cent above the level of the ratio of 
prices. This is tantamount to Sl'Lying that prices in the United 
States translated into lire would have been 12 per cent higher 
than prices in Italy. 

This difference, however, refers to wholesale prices, to which 
the index numbers (upon which curves B and B' were based) 
apply. Persons who have had an opportunity to live in Italy 
and in countries with sound currency (United States, Canada, 
Switzerland, Sweden, England) during recent years, know that, 
so far as retail prices are concerned, the difference is much 
greater, giving the impression of a range between 50 and 100 
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per cent; nor has this dIfference been substantially attenuated 
during the last three or four years. 

This persistent discrepancy may astonish those who recall 
the current theOrIes of the economists on the exchanges. To 
be sure, these theories adrrut that in periods when the exchanges 
are fluctuating rapidly, the ratio between price levels may 
remain much above or below the exchange level; but they 
contend that when the dynamic period ceases, and the exchange 
rate has been stabilized at a level more or less above its former 
level, compensatmg factors intervene to obhterate the lag, 
exchange and price levels eventually merging, except in par
ticular cases. 

But if we analyze the problem thoroughly, we conclude that 
this theory corresponds to the facts for economic systems in 
nonnal, or nearly normal conditions, which p088e88 the strength 
to operate in such fashion that the" compensating factors" may 
make themselves felt With full effect and restore equilibrium 
with foreign countries. 

If this does not correspond to the true state of affairs for 
Italy, it is perhaps because the Itahan economic organism 
has not yet recovered from its period of weakness, during 
which these compensating factors could not make themselves 
felt. 

Under present conditions, it cannot be doubted that the low 
level of prices in Italy, when computed in gold, constitutes a 
disadvantage to the country. It makes it necessary for Italy, 
in order to realize a given sum in gold on the international mar
ket, to sell a larger quantity of goods. In PaBSing, it might be 
noted that in a general crisis of markets this situation could be 
one of advantage to Italy. For then the draw-back in question 
might be compensated or more than compensated by the advan
tage of outrunning competitors in the shape of other exporting 
countries, by means of maintaining bottom prices; and thus both 
the market and unemployment problems would be solved, or 
at least rendered less serious. 

But regardless of these theoretical considerations, this price 
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. lag undoubtedly represents for Italy an absolutely necessary 
state of afl'airs. 

To appreciate the truth of this, we have only to re1lect on 
what would happen if, while exchange remained stationary, 
prices in Italy were to rise from 50 to 100 per cent, thus becoming 
equal, when translated into gold, to the prices prevailing in 
countries with sound currency. In view of such domestic prices, 
there would be fewer producers in Italy who would find their 
advantage in exporting at prices (assumed to be stationary) 
which foreign countries are inclined to pay for the goods they 
import. Thus exports would decrease. On the other hand, 
there would be a greater number of Italians who would be unable 
to meet the competition of foreign producers, who would con
tinue to supply goods at the present prices. Thus, imports 
would increase; and the deficit in the trade balance would swell. 
Furthermore, as far as it is possible to judge, the so-called 
"invisible" assets would diminish. These, under present con
ditiona, allow us to cover our unfavorable trade balance without 
increasing our indebtedness abroad. High prices would consti
tute an obstacle to the influx of tourists and to the remittances 
of emigrants as well as to the investment !If capital by foreigners. 

In short, it is evident that the persistence of a discrepancy 
between exchange and prices, constitutes a condition of disad
vantage for Italy, but one necessary to enable her to adjust her 
balance of payments. 

In other words, Italy is not yet in a state of economic equil
ibrium; she is managing to keep her international accounts in 
balance only at the cost of subjecting her people to sacrifices 
that the populations of countries with gold currencies do not 
have to endure, insofar as the Italian people are compelled to 
produce for the same price a greater quantity of goods. 

This state of things, moreover, does not represent any advan
tage, but rather a disadvantage to countries having a sound 
currency, which find themselves, as is well known, both at home 
and abroad confronted with the competition of goods which have 
been produced, and can be sold, for less. This constitutes an 
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obstacle to their industrial expansion and to the reduction of 
unemployment. In these days all civilIzed nations form one 
complex whole, one great economIC organism, and it is an illusion 
to imagine that any part of it can be placed at a great disadvan
tage WIthout this reactmg to the prejudice of all, or at any rate, 
retarding their progress. 

We have seen that the discrepancy between prices IIlld ex
change rates has been qUIte slowly correcting itself; and, leaving 
out of account the effects of the fluctuations which have 00-

curred in exchange rates during recent months, this fact is 
noteworthy, and may afford some surprise to a person examining 
the index numbers of the economic lIfe of Italy in the post-war 
period, most of which testify to an unquestionable progress in 
Italy, at least down to the end of 1924. 

On the one hand, such progress as there has been is partially 
offset by the increase in the population. On the other hand, 
that progress has been offset by progress sometimes no less 
marked, if no more rapid, in the cases of other countries. 

The dIscrepancy between exchanges and prices, as a matter 
of fact, is the consequence of a condition of relative sacrifice 
on the part of Italy, contrasted with nations possessing stable 
currencies. 

Our conclusion is that it would be impossible to require of 
Italy the payment of a single lira of indebtedness without 
(1) rendering more arduous the effort which the Italian people 
are making to-day in order to restore equilibrium in their inter
national accounts, (2) aggravating, as a consequence, the dis
crepancy between exchange and prIce levels, and (3) empha.
sizing the lag between the prices at which Italy can put her 
goods on the international market and those which nations of 
stable currencies must ask in order to be able to put the same 
goods on the same market. 

It is an error to assume that the fact that a nation can pro
duce at a low price, by keeping down the level of compensation 
of certain elements of production, constitutes an advantage for 
the nation in question or a favorable index of its capacity for 
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making international payments. Exactly the contrary is the 
case. It is just the nature of these difficulties in which such a 
nation finds itself, and the impossibility of otherwise balancing 
its payments, that compel it to underpay certain factors of 
production in order that it may aclueve bigger exports, fewer 
imports, and attract foreigners and their capital; and every 
sacrifice or burden which is brought-to bear on its economy 
cannot fail to aggravate the situation not te its own injury 
only, but to the injury of the whole international organism, 
and in the long run, probably, to that of the same countries in 
whose interests the burden has been imposed. The existence of 
a permanent discrepancy between exchange and price levels is a 
problem which has not been properly surveyed, or at least 
adequately analyzed, so far as we know, either by economists 
or by business men. It is a question of such importance that 
we may be permitted to indicate how far it is in accord with 
the current theory regarding international exchanges known 
under the name of the purchasing power theory. This will 
permit us to throw some further light on the question and 
determine the solidity of the underlying principles. 

This theory states that, leaving out of account the influence 
of customs duties and transportation costs, the exchange between 
two countries cannot for any very long time fail to be determined 
by the ratio between the domestic price levels of the two coun
tries. If in one of the two countries, prices should remain lower 
than it would be natural to expect on the basis of this formula, 
buyers would tend to flow to that country from the other which 
in turn would cause goods to become more expensive there until 
equilibrium shall have been restored. 

This affirmation is a truism insofar as relates to goods which 
enter into international commerce and in the conditions under 
which these goods enter that commerce. In other words, all 
that this affirmation does is to set forth the obvious fact that 
the price of a given imported commodity - for example, grain 
- is the same, allowing for tariff duties and transportation 
expenses, as its pri~ on the market where it was purchased 
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translated into lire at the rate of exchange. But the theory 
does not hold for goods which do not enter international trade 
or enter only for a small fraction of their production, or for 
goods that are fixed in thell' nature, or again for goods that 
are tied to a given country for reasons of a non-economic char
acter, such as is sometunes the case for manual labor and much 
more often the case of 1ntellectual labor, or again for goods 
that are perishable such as vegetables, or shll again in the case 
of commodities which are produced in all countries to an extent 
not exceeding domestic needs as, for example, natural fertilizers. 
For that matter, the theory does not wholly correspond to the 
truth even for merchandise entering into international com
merce, when resold at wholesale or retail, insofar as costs of 
warehousing, transportation and possibly, of further fabrication, 
may be cWJerent in the two countries. The retail prices in 
particular may be quite different in the two countries, and the 
difference between them may be such as to compensate in large 
measure in the case of imported commodities for tariff duties 
and transportation costs. In Canada, for example, furs are sold, 
as the writer has had personal opportunity to observe, at prices 
which when translated into me or into francs are much higher 
than those prevailing in Italy and in France for the same furs 
imported in crude form from Canada and burdened with tariff 
and transportation costs, subsequently being prepared for con
sumers' use in Europe. 

Another error - characteristic not so much of the purchasing 
power theory as of its current interpretation - is the assumption 
that in the relations that obtain between price fluctuations and 
exchange fluctuations the former constitute. the independent 
varial;}le and the latter the dependent function. 

This thesis would be tenable if currency had merely the func
tion of serving as intermediary for monetary exchange. But in 
addition to that function, money has always bad another func
tion to fulfil, namely, that of a means of accumulating wealth; 
and this second function tends constantly to assume greater 
importance in contrast to the first function in proportion as the 
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part of the national income set aside for saving and for specu
lation increases. 

To-day the rate of exchange between two currencies is not 80 

much fixed by the merchants who seek foreign currencies in 
order to buy goods as it is by those who have brought together 
and continue to hold - with a view to speculation or saving -
currencies of the two countries in question. This process rep
resents, as it were, an estimation of the value of the two cur
rencies, depending not only on their actual purchasing power in 
the respective markets but also, and {lrincipally, upon their 
future power anticipated in relation to various events, not 
merely economic but also polItical, and up to a certain point 
upon the difference in the ease of exchanging the two currencies 
in third countries. The dollar in the United States and the 
British pound, universally known currencies, from this last point 
of view possess an advantage over all other moneys. 

Herein lies the explanation of the extreme tendency of the 
exchanges to fluctuate quite apart from actual changes in the 
price levels of the given countries and quite apart also from 
variations in their actual economic conditions. 

These independent variations in the rates of exchange de
termine corresponding changes in the quantities, of goods im
ported and exported as between the two countries, and these 
changes tend to make the marginal costs, and then the prices 
of the 'goods in question, stand to each other in the two internal 
markets in the same relation as is represented by the rate of 
exchange. 

Theoretically, variations of exchange rates can he determined 
by independent changes of price levels of the two given coun
tries or of one of them, as the result, for example, of inflation 
or of poor harvests. But in practice, since these fluctuations are 
foreseen by discerning holders of the national currency a good 
deal more easily than perhaps the domestic market can pel'

ceive them, the changes in price levels do not in reality generally 
precede the changes in exchange rates but follow the latter. 
Thus, as may he seen in the case of Italy from the diagram 
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mentioned above, variations in exchange rates regula~ly pre
cede vanatlOns in prices 

While changes in the prices of commodities entering into inter
national trade thus appear closely bound to fluctuations in the 
rates of exchange, the same assertion is not to be made in the 
case of variations in the prices of other commodities nor in the 
case of the cost of the various factors which for commodities 
entering international trade successively intervene to increase 
thClr price from the time they are imported until they have 
finally been dISposed of at retail. 

Consequently, It IS the price of the goods produced at home, 
or the compensation due to the factors above mentlOned, which 
shrink or expand so as to cover the greater or less discrepancy 
between the exchange level and the internal prices of the two 
countries. 

The internal price levels can be regulated by fiat prices as 
has taken place often in history, or, as is happening in Italy 
now, they may be regulated by the necessity of achieving the 
balance of the international accounts. 

XII. THE CAUSES OF ECONOMIC DISEQUILIBRIUM 

If we wish to probe this problem to its depths, we must ask 
ourselves what are the causes which have led to this state of 
things. 

First of all, it must be remembered that Italy came out of the 
war, after having made an enormous effort in men and materials. 
Her state was none too flourishing when she entered the war, 
afflicted on the very eve of the struggle, by an earthquake which 
had caused as many victlffiB and great damage as the loss of a 
great battle, and at a time when she had just had to bear the 
upset and burden caused by the sudden and hurned influx of a 
great number (which many compute at a million) of Italians 
who had withdrawn, or had been expelled, from countries al
ready involved in hostilities. 

An analysis of_ the ratio of cases of sickness to wounds BUg-
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gests that the physical effort demanded of Italian soldiers was 
greater than that demanded of any other Allied Army.-

The spread of the influenza epidemic which was so much worse 
than in the other allied and associated countries, proves that, in 
consequence of the poorer state of nutrition, the resistance of 
the Italian people was reduced to a much lower ebb than that 
of other populations. It should be remembered that the number 
of civilians (nearly a million) who died in excess of the normal 
death rate was much greater than the number of deaths in the 
war, notwithstanding the fact that the death rate among the 
mobilized men (taking the different periods of duration of the 
war into account) reached a higher figure than in any other case 
except that of France. 

The rate of exchange, which expresses synthetically the respec
tive economic situations of nations, has been unfavorable to 
Italy, on all the allied and associated markets, with a progressive 
depreciation which it was found necessary to check, in the last 
year of war, by international conventions. 

Before this intervention occurred, the exchange was more 
unfavorable to Italy than to many of the enemy countries.H 

The marriage rate, which represents the desire and possibility of 
satisfying the primordial needs of the species, had descended to 
a lower level than in either countries, enemy or allied.1I 

A far from negligible part of the national territory and of the 

-See C. Gmi, and L Llvi. "Alcuni aspetti delle perdlte dell'E-
8el'Clto Italiano dlustratl in base ai dati degh UffiCl Notizil .. " in 
Me/rem, Vol. IV-VII. 

17 On Juno 1; 1918, the exchange had risen to 230 per cent of pari 
wlule It stood. at 143 per cent at PallS, 159 per cent at Berhn, ana 
220 per cent at Vienna. 

II Country 
England and Wales 
Austria . 
Germany 
Belgium 

, France 
Italy • 

War period 
1914-1918 

u u 
u _ u 
U _ II 

II _ cc 

1915-1918 

Average 0/ annual 
coe1fict.en13 0/ 
marriage-rate 

197 
10.9 
10.1 
9.4 
84 
6.9 
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new provinces, had been devastated.2~ causing an exodus of more 
than 630,000 refugees. But far more serious were the less vis
ible damages caused mainly by the exhaustion of the land and 
by the inefficient condition of railway transportation 30 

At the end of the war, the Italian natIOn found itself in a 
serious state of impoverishment and physical weakness, and was 
compelled immediately to shoulder the burden of a commercial 
and economic situation which had been embittered abroad 
by dIfferential prices (coal) and monopolIes (wool), by open or 
covert export duties (cotton, jute, etc). And in addItion the 
national aspirations of the people were disputed and disap
pointed. 

Apart from direct economic injury, a widespread discontent 
followed, which gave an opportumty to subversive parties and 
constrained Italian statesmen to placate disaffection by means 
of financial measures which were designed to satisfy popular 
demands and which dealt a blow at the new rich. In this way 
there came about the confiscation of war excess-profits which 
seriously hampered the progress, so happily initiated, from a 
war to a peace economic standing The eight-hour day legis
lation was also due to this development. T1us measure intro
duced a reduction of hours of work, which it was more difficult 
in Italy, than in most other countries, to compensate by in
creased pressure of work, because the climate and the people's 
diet, which is to some extent dependent on it, lend themselves 
less well to short hours of intensive work than to longer hours of 
less strenuous effort 

To this must be added a heavy domestic debt (91.3 billion 
lire, equivalent to about one-sixth of the aggregate private 
wealth), all of which, indeed, must not be counted on the debit 
side of the national economic balance, but which certainly rep
resented an element unfavorable for production, insofar as it 

20 The material damages caused directly by the war are set forth in 
the repoI"!z 1 Danm di guerra ai bem dl terra/erma, etc. Rome, 1925. 

S. See v. GlDJ, Probleml 'OCUJlog'lCl della guerra, Bologna, 1921, 
pp. 308-309. 
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created a diseonnection between work and income, by insuring 
to a certain section of the public an income independent of all 
productive activity, thus depriving it of all incentive to work II 

The burden of taxation, which had reached a degree of severity 
unknown in other countries, hangs like a weight of lead on the 
country's economic We.· 

XIII. NATIONAL WEALTH AND INCOME; 
INTERNATIONAL COMPARABILITY 

Notwithstanding these adverse conditions, the ltallan people, 
sober, industrious, and tenacious, emerged from the war with a 
renewed will to progress - which, after some deviation, was 
darected into proper channels by a strong administration. The 
Italian people have contrived, in the course of a few years, com
pletely to repair all war damages, both in the devastated regions 
and throughout the rest of the country, and travelers in Italy 
to-day gather the justifiable impression that her material 
wealth is not less but, if anything, more abundant than it was 
before the war, by reason of the new buildings which have been 
built and the new factories which have been added to those 
existing before the war. 

We should not be justified, however, in drawing optimistic 
conclusions, even apart from and leaving out of account for the 
moment, the alarming burden of foreign debt. Indeed, we must 
not forget that both our wealth in material capital, and the 
wealth accumulated by education and training, which constitute 
our human capital, are producing, as we have seen, under patho
logical conditions, in which they are unable to rea~ze the profits 
rightly due to them. It has already been pointed out that these 
conditions are expressed in the difference between the domestic 

11 See in this connection, .. Sui problema finanziario del dopo 
JtIIcrra," pubhshed m the Supple-menlo eronomlCO of 11 Tempo, 
February 3, 1919 . 

• Speclfio figures may be found in Boldrini "CapacltA contri
buti\'" f' ~ravame fiseale dl alcunJ statl," !'fetron, Vol V, Decem
ber, 1925. 



560 ITALY'S ECONOMIC POSITION 

price level of Italy, when translated into gold and in price 
levels of other countries having sound currencies 

Let us see how these circumstances affect the nation's income 
and wealth. 

Includmg the provinces joined since 1919 to the motherland, 
Italy possessed, before the war, an income which was estlIDated 
at 20 billion lire. At the present time it is estlIDated at 100 
billions. We adopt the more optimistic of the trustworthy 
estimates u 

On the basis of the index numbers of wholesale prices (662.8 
per cent according to Bachi; 621.9 per cent accordmg to the 
Milan Chamber of Commerce in the first half of 1925) the pre
war income would be equivalent to-day to 126-133 billions. 
Are we to infer from this that the present wealth of Ital" III one
fourth or one-fifth less than the pre-war wealth? No If the 
wealth of a natIOn is to be estimated from the amount of goods 
and services produced, it may be assumed that, in goods and 
services, she has remained practically stationary smce before 
the war. The difference between 126-133 bilbons, estimated 
on the basis of the wholesale price level and the actual 100 bil
lions may be attributed to the fact that retail pnces And the cost 
of many services have not gone up as much as the wholesale 
prices. 

In 1924, the cost of living in Italy did not exceed, and pos
sibly did not equal, five times the pre-war cost. In point of fact, 
the cost of living index number was in 1924, 522 per cent in Bres
cia and Milan, and 447 per cent in Rome; it is probable that it 
stood somewhere between these two figures in other parts of 
Italy. If th~ economic utility of the Italian national income 
has not substantially declined, its purchasing power in the inter
national market is, however, much lower; lOO billion paper lire 

.. On this subject, reference may be made to one of the memo
randa. prepared 1n connectIOn With the negotmtlOns for the fundwg 
of the foreign public debt of Italy, under the tItle A Companson 
of the Wealth and NahonaJ. I1ICQ7TUI of Several Important NatWM 
(Italy, France, Belgium, UnUed KlTlgdmn and the UnUed Statu), 

,Rome, 1925. . 
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of 1925 are equivalent to 21 billion gold lire of 1925 or to 4.06 
billion dollars of 1925. But, taking into account the dollar's loss 
of purchasing power, 100 billion paper lire of tCHlay represent 
only 13.3 billion pr&-war lire, or 2.56 billion pr&-war dollars 
while 20 billion lire of pr&-war income, were equivalent to 3.86 
billion dollars at that date. The income of Italy and of the new 
provinces as well, bas thus lost, as compared with pr&-war days, 
more than on&-third (precisely 33.7 per cent) of its purchasing 
power on the international market. 

The money value of wealth, as estimated from the total of 
private capital, has grown to an even smaller extent. If it had 
multiplied five times, as in tbe case of income, it would have 
reached an amount of 575 billions. Estimates do not exceed 
550 billions, while some Italian statisticians actually give a much 
lower figure, namely, 400 billions. 

The difference is due to the diminution, frequently referred to 
in preceding pages, of that portion of total income which accrues 
to capital. It should, indeed, be noted that if the variations 
in income were proportionate with the variations of capital, the 
value of wealth would be very much below the present value, 
all the more so since the rate of interest has considerably risen, 
as is well known. Out of 115 billions of pr&-war wealth, we may 
estimate that about 15 billions consisted in consumption goods 
(furniture, clothes, jewels, ornaments, etc.), and 100 in produc>
tive goods (including dwelling houses), which may have produced 
about five billions income. 

It is not exaggerated to assume that, considering total income 
as a stationary quantity, revenue derived from capital has 
decreased by one quarter; in the case of land..owners, as we have 
seen it has decreased by about on&-third. Nor is it exaggerated 
to assume that, if the return on capital, before the war, was 5 
per cent, it is now about 7 per cent. On the basis of these 
hypotheses, the five billions would be reduced to 3.75 which, 
at a 7 per cent basis, represent less than 54 billions (exactly 
53.57 billions) of pr&-war capital. Multiplied by the present 
wholesale pric~ (642.4) these 54 billions amount to barely 345 
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billions present lire. If we add the consumption goods which, 
at present prices, may be estimated at 75 billions, we obtain 420 
billIons, as against 550 calculated above. 

The difference is produced by the confidence which Italians 
have in the future On this account, the price of houscs and 
land in many parts of Italy, have increased, as comparcd with 
the pre-war period (despite the higher rates of intercst) much 
more considerably than income. Owners of lands and buIldmg8 
believe that, if present economic conditions do not allow them 
to receive out of the national income a dividend corresponding 
to the pre-war dividend, tlus will set itself nght in the not dIstant 
future. Land-owners, moreover, are discounting already the 
increment in the value of lands which they are confident will be 
achieved as a result of more intensive cultivation, especially in 
the case of formerly neglected areas, which are indeed, the 
object of large increases in price. In France, where the station
ary character of the population as a whole and, in many regions, 
the decrease of the agrICultural population, do not penmt of 
such anticipations, the mcrease in the value of property has 
remained well behind that of income, notwithstandmg the fact 
that, as far as one is able to judge, owmg to the better economic 
condition of France the earnings of capital in France have been 
less affected by reason of diversion of income to augmcnt the 
earnings of labor than was the case of Italy On the basis of 
increase of income, we might estimate for France a present 
capItal wealth of 1,200 billions, whereas the figure does not 
exceed 1,000 billions. 

The future will prove whether or not Italian confidence is 
justified. In the meantime it is clear that, future progress being 
duly dIScounted, the national wealth of 550 billion lire, con
verted into dollars, is equivalent to not more than 1156 bIllIOn 
present gold lire. This sum would be equal to 22.3 billion 
present dollars or 73 billion pre-war gold lIre (14.1 billion pre
war dollars). This means a decrease of 36 5 per cent from the 
22.2 billion dollars, which corresponded to the pre-war wealth 
of Italy including the unredeemed provinces. 
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We have intentionally left out of consideration the indebted
ness to the United States and Great Bntain, which are assessed, 
as we wnte, at about 2.1 billion dollars towards America, and at 
2.9 billion dollars to England, aggregating thus some five billion 
dollars. If we were to subtract these from the present 22.3 
billion dollars constituting Italy'S wealth, there would remain to 
Italy 17.3 billion present dollars, equivalent to 10.9 billion pr~ 
war dollars, with a decrease of 51 per cent in the p~war wealth, 
estimated at 22.2 billion dollars. 

Such is the reduction in the purchasing power of Italy's 
wealth - considered as a whole - on the international market. 

This does not suffice, however, to give an adequate notion of 
the deterioration of Italian economic conditions because, while 
our wealth has lost so much of its purchasing power on the 
international market, our population has grown. 

The repatriation of emigrants, which took place on such a 
large scale during the war, had the result that, in the 10 years, 
1911-21, notwithstandmg the losses of the war period, the pop
ulation within our frontiers increased, absolutely, to a greater 
extent than ever in the past, and, relatively also, more than 
in the preceding 10 years. The closing of the principal outlets 
of emigration which has taken place since the war, has resulted 
in our population increasing more rapidly in these last years 
than in those immediately preceding the war, during which 
however, the increase was more rapid than in preceding years. 

As a result, whereas from 1907 to 1914 the averages of the 
annual increase of population stood at 0.97 per cent, from 1919 
to 1924, it amounted to 1.12 per cent. Nor does the addition 
of the new provinces alter these conclusions. Consequently, 
whereas the 115 billions of wealth and the 20 billions of income, 
in the middle of 1914, had to be distributed among about 
37Yz million persons (including among these the inhabitants of 
the then unredeemed provinces)," at the present time the 73 

It To the population of the former provinces in the middle of 1914, 
Ilumbermg 35,858,951 inhabitants, we add ovt'r 1,600,000 mhabltants 
for the new provmces, "hlCh appear, 1D 1921, to have contamed 
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billions of wealth and the 13 3 billIons of Income (in pre-war 
lIre) now available, have to be dIStributed among 403 milliollB 
of persollB. 

Leaving out of account the InternatIOnal publIc debts, the 
decre88e In the internatIOnal purchasIng power of the average 
income per capita in Italy, amounts to 383 per cent, and that 
of the average wealth per capita, to 40 9 per cent. 

Taking into account the public debts to the treasuries of Great 
BrItain and the UnIted States, the dimInution in the inter
national purchasIng power of Italy's average wealth per capita 
would amount to 56 per cent. 

XIV. THE PROSPECT FOR THE FUTURE 

We are not able to antIcipate an early cessatIon of many of the 
factors whICh have reacted adversely on Itahan economy. It 
would be dIfficult, for the present at least, to increase the length 
of the working day. For the present, and for somt' time to 
come, it will not be pOSSible to redeem our internal debt We 
eannot foresee any ImmedIate outlets for our emigrants which 
are lIkely to prove an asset rather than a loss to the national 
wealth. 

Before the war, Itahan wealth presented a yearly increment 
amounting to between 2 and 2Y2 per cent, whIle the populatIOn 
increased by about one per cent. 

Thts allowed a slow but steady progress in Itahan economic 
conditions. At the present time, our popUlation ill Incre88mg 
at the rate of 1.2 per cent, and although we are not able to estI
mate with exactness the annual Increment of wealth, it ill difficult 
to assume that It ill appreciably larger than thiS rate Unless 
unforeseen circumstances arise, or unless foreign capital comes 
forward lIberally, It ill difficult to forecast for the near future 
any appreciable improvement in the economic conditions of 
Italian people. 

not more than 1,562,090; for we desire, III the absence of preclSC 
data, to err on the Side of attenuatmg, rather than exaggeratmg, 
the decrease of wealth and mcome per capita. 
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. What strikes one most forcibly is the fact that Italy's economy 
18 to so great an extent at the mercy of forces which are beyond 
her own control. 

Landed property represents 41 per cent of Italy's wealth and 
37 per cent of the national inco!lle. Now it is unnecessary for 
us to emphasize the importance which changeable physical 
factors, which we can neither control nor even foresee, play in 
agricultural production. 

Italy depends on foreign countries for her supplies of raw 
materials and for outlets for her emigration. Even apart from 
any predetermined ·action in this regard on the part of foreign 
governments, the most important factor in the national labor 
market appears to be the general conditions of the economic 
world rather than the particular conditions of the national 
market. A comparison of the progress of the two curves of 
emigration and unemployment since the war" shows that 
emigration, in general, does not increase when unemployment 
at home is on the increase, and there would consequently be a 
greater incentive to emigrate, but rather when there is an 
improvement in the condItions of the world market, and unem
ployment at home therefore dIminishes. 

As far 88 the immediate future is concerned, the best chance 
of a revival of Italian economic life lies in the possibility of 
lightening, however slightly, the burden of taxation. Under the 
pressure of public opinion at home and abroad, taxation was 
perhaps unduly loaded on to Italy so that there is reason to 
anticipate in respect of both the present estimates, and those 
of the next few years a small budget surplus, which may be 
devoted to giving some slight relief from taxation in branches 
where it proves most hampering to production. 

We may also place hope in an intensification of agricultural 
production more especially of wheat, which recent tariff measures 
and the present government propaganda known as "the wheat 

-lndez Numbers ollhll Ecorwmic Li/II of ltal/l in IIut P08~WIJI' 
Period (StahsllCOl Tabla), in the memoranda prepared for the deb' 
fundmg conferences. 
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battIe," tend to encourage. MeasUJcs of this kind ought not 
to be VIewed from the strictly economic standpoint of protective 
duties In favor of our farmers but should be regarded as an epi
sode in a big campaign, in which they represent on the part of 
the government, a demonstratIqn of good will and an encourage
ment to farmers, who are called upon, at the same time, to 
redouble their efforts, and improve their methods. 

As regards the more remote future, the greatest hopes for 
the progress of Italian economic hfe are with good reason di
rected to the control and exploitation of water. In part it is a 
question of the reclamation of land, and in part one of com
pleting the water supply for quite extensive areas. The con
struction of reservoirs is already under way, but it is capable 
of further development. These reservOIrS are intended to regu
late the water supply in Central and Southern Italy, where the 
seasonal distrIbution of rains is not adequate to agricultural 
requirements. These facihties will also make It pOSSible to sup
ply an abundance of electric power for new industries. Even 
areas in many parts of Italy not in need of reclaiming, but 
already under cultivation, would be capable of greatly increasing 
their yields, if great estates were diVIded up into farms, sup
plied with dwelling-houses, agricultural tools, and live-stock of 
good breeds, whICh would render intensive cultivation poSSible 
and assure supphes of forage. ThIS is the use to which every 
good Italian landlord puts his savings at the present time. 

Another item on Italy's economic program from which con
siderable progress in national prosperity may be expected ill 
the production of chemical fertilizers. The exploitatIOn of de
posits of potassic fertilizers which exist in our peninsula is 
lIkewise under consideration. Nitrogenous fertllizers can be 
produced by electric plants. This part of the program is bound 
up with the exploitation of water power. It ill also closely re
lated to the much discussed intensification of agricultural pr()o 
ductlOll, since an abundant use of fertilIzers is evidently one 
of the conditions on which the future benefits of more intense 
and SCientific cultivation depend. 
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Another hope of Italian economy lies in the development of 
those of our industries which depend mainly on labor and in 
a lesser measure on raw materials, since Italian labor has few 
rivals for intelligence and precision, while our country is no
toriously poor in essential raw materials, notably iron and coal. 
Among such industrics are to be enumerated above all those 
connected with agriculture, relating, for example, to tomato 
products, prescrved fruits, milk products, citric and tartaric 
acids and the like. The development of some of these products 
is intimately identified with the program of cutting up large 
estates to which wt" have referred. Noteworthy progress has 
been achieved in the last few years in several of these fields, 
but great possibilities still remain open. Besides the agricultural 
industries, there are others which call for a certain mechanical 
ability (for example, the manufacture of typewriting machines, 
instruments of precision, calculating devices, and the like) and 
artistic aptitude (for example, the manufacture of ceramic 
products, jewelry, and the like). To some extent there are 
flourishing centers of these industries already in existence in 
Italy which are susceptible of rapid development especially in 
thost" cases where there is an opening for women, who are to-day 
entering industrial occupations in growing numbers. 
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