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PREFACE

The far-reaching shifts in international trade which have come
about in recent years as a result of the adoption by some countries of
programs aiming at a high degree of national economic self-sufficiency
and of military power, render necessary comprehensive studies of the
trade policies which these countries are following and of the
recent course of their foreign commerce.

The present report deals with Italian commercial policy and forei
trade. Its aim is to present, after an introductory discussion of the
characteristics and organization of the Italian economy, a com-
prehensive account of the system of trade and exchange control
established in Italy, and an analysis of the course of Italian foreign
trade from the beginning of the Fascist regime in 1922, to the outbreak
of the present war in September 1939, when the publication of foreign
trade statistics was suspended by the Italian Government. Although
a brief account is given of later events, no attempt is made to analyze
the changes which have occurred in Italian commercial policy and in
the system of trade and exchange control after Italy’s entry into the
war in June 1940; when the present tense is used in the following pages
the discussion should be understood to refer to the situation as it
existed before that date.

Chapter I of the report provides background information on the
generﬁ,}J characteristics of the Italian economic system, Chapter II
gives a summary of the development of recent Italian foreign trade
and tariff policy and explains the reasons put forward for the adoption
of the elaborate system of trude and exchange controls now in i]z)rce.
Chapter III describes the mechanism of Italian trade and exchange
regulation as it operated before Italy’s entry into the present war and
as it continues, in large measure, to operate there today. Chapters
IV and V present a detailed statistical analysis of the course of Italian
foreign trade and of United States-Italian trade in recent years and a
discussion of the trade position of the eight commodities most impor-
tant in United States-Italian commerce. Chapter VI discusses the
results of recent Italian commercial policy. The appendixes contain
the text of the temporary commercial arrangement now in force
between the United States and Italy, detailed statistical data on the
principal Italian imports and exports and on the trade between Ital
and its dependencies, and a comprehensive statistical deseription of all
important American commodities exported to Italy and of important
Italian commodities imported into the United States.

xia
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ITALIAN COMMERCIAL POLICY AND
FOREIGN TRADE, 1922-40

INTRODUCTION

CHAPTER 1. ITALIAN ECONOMY: ITS DEVELOPMENT AND
SALIENT CHARACTERISTICS

THE GENERAL BACKGROUND

With a population of over 44 million, the Kingdom of Italy is today
“the fourth largest among the countries of Europe. Of the four lead-
ing European countries it is, however, poorest in natural resources.
A substantial part of its area is mountainous and not subject to
cultivation.! The part which is cultivated yields a comparatively
wide variety of agricultural products but few raw materials important
from an industrial point of view. The country’s mineral resources
also, are few. Iron and coal exist only in comparatively small quan-
tities in widely scattered deposits of mediocre quality; copper and
petroleum are not available anywhere in commerecially important
amounts. The only minerals of which large deposits exist and which
are of commerecial importance to the Kingdom are sulphur, mereury,
bauxite, and zine. Italy, then, is essentially a country poor in raw
materials and mineral resources and for many of these, almost com-
pletely dependent upon foreign suppliers.

The Italian population is at present increasing at the rate of nearly
500,000 a year. The rate of natural increase, though it has declined
materially during the last two decades, is stifl among the highest in
Europe.? Before the World War the pressure of Italy’s growing

! Aceording to the latest agricultural census 41.1 percent of Ttaly's total area Is under cultivation, 50.9
percent oonsfsts of meadows, pastures, and woodlnncr and B percent is totally unproductive: -Hoe Istituto

Ceontmle dl Statisticn, Annverie Stetistico fellare, Rome, 1170, p, 50
t The following tablo shows the rapid growth of the Italian population:

Falian population at §-pear interraln, 1909-1849

Population
Year (Jan, 1): (Fn thonsunds)
1000 . e e eaimmeeeeeemecaemsarmeceememeeeeeeemmecarseae e aaas s 32,452

Source: Annuario Stalistico Itallano and Bollettino Mensile di Statistica,
During recent years Italy's birth rates, death rates, and rates of natura)l popuistion increase, as compared
with. those of other leading Eurcpean:.countries, were as follows:

United
Italy Kingdom France [ Germany

Year Natural

Births Deaths | (noonve Natural increass

Rate per 1,000 population

a7 18.7 13.0 2.9 1.1 12.4
30.8 1% 1 12.7 7.8 1.8 5.6
256 16.5 0.1 3.1 -2 5.4
24 13.7 8.7 3.0 —.3 7.2
BT 14.0 9.7 3.7 —.8 80

Source: Annuarip Statistico Hallano and other official sources.
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population was lessened by large emigration; today emigration has
almost entirely ceased, with the result that a rapidly increasing labor
force must seck employment at home? -

According to the returns of the latest census (April 21, 1936) the
occupational distribution of the Italian population was as follows:

TabsLE 1.—Occupational distrtbution of the Ilalian population over 10 years of age
(Census of Apr. 21, 1936) '

Total Northern Centrai Southern Ttalian
population Italy Itnly Italy islands
Occupation

Percentage distribution

Agrirulture, hunting, and fishing___ _.___. 48.2 42,1 50.7 53.9 52.6
Industry. ... . 28.3 34.8 25.3 2.0 0.4
Transportation and communiention. 3.8 3.6 3.9 19 5.1
Commerce. .......o...aamno. 8.2 f.1 7.6 8.7 8.2
Credit and insurance. .8 .6 .7 .3 .4
Public service_...... - 4.4 4.1 5.8 3.9 1.9
Allothers . .- 5.5 5.7 6.2 4.3 5.4

Total o etbeeccm—eane 100.0 100.0 100.0 100.0 100. 0

Source: Annuarie Statistico Naliano, 1939, p. 23.

As this table indicates, Italy is today still primarily an agricultural
country. In 1936, for the Kingdom as a whole, 48 percent of the
population over 10 years of age was engaged in agriculture, 29 per-
cent in industry, and 8 percent in commerce. Agriculture is espe-
cially prominent in the central and southern parts of the country, while
industrial employment is greater in the north. The northern prov-
inces, too, are the most densely populated and the most advanced
from an economic point of view. The industrial areas of Milan,
Turin, and Genoa form a triangle within which lies the industrial,
commercial, and financial nerve center of Italy.

THE EARLY DEVELOPMENT OF ITALIAN ECONOMY: 1861-1913

Agriculture, industry, finance.

When, in 1861, the political unification of a large part of the Italian
peninsula was accomplished and the modern Italian Kingdom estab-
lished, the major problem confronting the new national government
was an economic one. In many parts of the country public improve-
ments such as harbors, railroads, and reclamation works were badly
needed. To meet these needs heavy taxation had to be imposed and
this, in turn, tended to hamper rapid economie progress. As the
years went by, however, economic conditions were improved. With
the aid of foreign financiers (mostly Swiss and German) several large
ﬁnancml institutions were founded which, in turn, aided in the estab-
lishment of a number of large-scale industries; methods of agricultural
production were perfected and new lands were reclaimed; both
domestic and foreign commerce began to develop. Colonial exp’ansion
began on a larger scale when, in 1890, the various Italian possessions
on the coast of the Red Sca were united under the title of the Colony
o£ E{i_trea. and new territories were acquired on the northeast coast
of Africa.

1 Itallan emigration which in the per{odlpreced[nz 1914 amounted to well over
declined to nbout 60,000 in recent years. If returning emigrants are dedyc
gration during the last 5 years was about 20,000 ucted, t

500,000 persons a year, bs
he sverage annuai net emi-
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After the turn of the century a further marked expansion took
place in both agriculture and industry; between 1900 and the begin-
ning of the War of 1914 the country’s foreign trade was doubled in
value and the colonial domain was further expanded through the

acquisition of Libia. When the World War began, Italy had thus
- taken its place among the larger powers of Europe.

Commercial policy.

A national customs policy in Italy dates from the establishment of
the modern Italian Kingdom in 1861. Before that date Italy con-
sisted of a number of small States (the Kingdoms of Sardinia and of
the Two Sicilies, the Papal States, the Provinces of Lombardy and
Venice occupied by the Austrians, and several others) each with a
separate tariff policy. Generally speaking, the tariffs of the Italian
States were high, their purpose being both protection of the domestic
market and political isolation from the neighboring States.

When the Italian Kingdom was founded, the very moderate tariff
then in force in the Kingdom of Sardinia was extended to the terri-
tories of the new Italian State. The original tariff of the Kingdom
of Sardinia, adopted in 1818, had been high. It was reduced gradu-
ally, however, until, in the early fifties, mainly under the leadership
of Count Cavour, who had been influenced by British liberal ideas, a
strong movement toward freer trade relations developed. As a
result the tariff was again revised downward; it was this lower tariff
which was later extended to the whole of the new Kingdom of Italy.*
Shortly thereafter, a series of commercial treaties were signed which
reduced duties still further. The most important of these were the
treaties concluded in 1863 with Great Britain and France.

The rapidly growing fiscal needs of the new Kingdom and the more
and more insistent agitation for higher tariff rates by the leaders of
Italy’s new industries and by representatives of the farming interests
who feared the competition of foreign agricultural products, soon
turned the minds of Italian legislators toward the tariff. In 1866
there was an increase in a number of rates, and 4 years later a royal
commission was appointed for the purpose of recommending a suitable
tariff policy for the Italian Kingdom. The proposals of the commis-
sion, presented to the Government in 1874, were later embodied in
the Tariff Act of 1878. While this new law offered higher rates to
industry (especially to the textile industries), and provided increased
revenues to the Treasury, Italian agriculturists claimed that their
demands had been disregarded. Agitation for still higher tariff
rates thus continued. A new governmental commission was ap-
pointed, the recommendations of which were embodied in the Tariff
Act of July 14, 1887. This tariff, considerably higher than that of
1878, remained Italy’s basic tariff law until the outbreak of the
World War.5

Most of the existing commercial treaties were terminated in order
to give full application to the new tariff law, but were replaced later
by new agreements, many of which modified the basic tariff rates.
Repeated efforts to renew the commercial treaty which had been con-
cluded with France in 1881 were fruitless, mainly because of the
staunch opposition to any significant concessions. Thus began a

i Corbino, Eplearmo, Annall dell'economig flaliana, vol. I: 1361-1870. CItta di Castello, 1931, p. 139, 1.
$ For further detalls coneernlng the Tarifl Acts of 1878 and 1887, see Corbino, Annalf, vol. 1i: 18711880,
. 204, ff and vol. 1T1: 1881-1890, p. 226, iT; also Girettt, Edoardo, Trallati di Commercio e Politica Doganale

ome, 1914,
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tartff war between the two countries which lasted from 1888 until
1898 and the result of which was a severe reduction in Franco-Italian
commerce, with Italy’s trade shifting toward the Central European
States.® Although a commercial treaty with France was concluded
in 1898 to end the tariff conflict and to revive trade, commerce be-
tween France and Italy failed to regain the volume which it had
previously attained.

The intensification of Italy’s trade relations with the Central Euro-
pean countries, on the other hand, became pronounced after 1892,
when new commercial treaties went into effect with the Austro-
Hungarian and the German Empires and with Switzerland. Between
1904 and 1906, new agreements, containing special ‘“‘conventional’”
rates of duty and the most-favored-nation clause were concluded
with these countries. Through these agreements Italy was able to
obtain considerable reductions in the duties imposed upon her agri-
cultural exports in return for concessions granted on foreign manu-
factures. After the conclusion of the new agreements Italo-German
trade in particular grew steadily until, during the years immediately
preceding 1914, Germany was the leading buyer of Italian exports
and the chief source of supply for Italy’s imports.” In 1907 similar
trade agreements were signed with Serbia, Rumania, and Russia.
Most of these agreements, which were to have continued in force
until 1917, were terminated at the outbreak of the World War.8

THE WAR AND IMMEDIATE POST-WAR PERIOD: 1914-22
The war economy,

As in other belligerent countries, the World War brought about
profound economic changes in Italy. The country’s international
trade and exchange relationships were immediately affected. A
series of measures were introduced to prevent domestic supplies from
leaving the country and to procure needed imports: Detailed import
and export regulations were adopted, the system of control becoming
more and more severe as the war progressed.?

Only a few months after the conflict began, stringent regulations
for the rationing of raw materials and food supplies became necessary.
In 1916 a special Central Provisions Committee was established under
the Ministry of Agriculture, to which was entrusted the task of pur-
chasing foodstuffs in foreign countries and of arranging for their
shipment to Italy. As in all other belligerent countries, a great
effort was made in Italy, also, to exploit to the fullest extent all avail-
able domestic natural resources and to give the fullest development
to domestic industry. Under the stress of the war existing indus-
trial enterprises were greatly expanded and a number of new indus-
tries were established which, when the conflict was ended. became
aggressive advocates of protection. ’

Changes in commercial and tariff policy.

Governmental restriction of Italy’s international trade was begun

even before 1915 when the country joined the Allies in the war. To
s F detailed hist f th

see I'Q?)l;g[n:. ,iﬁna]:zi 351’,; ‘1:[[1, ]f"lziﬁ?%a?tions with Franco and a discusslon of the reasons for their failure,
T For a statistical description and analysis of Italy®

s Tt 1, 1014, Yooty B S . y's forelgn trade during the decade preceding tho World
' On June 1, 1914, Italy had tmde agreoments with 52 countrles. P

included the most-favored-nation elause, and a numbet of them nmvidedr?::isaoggvggtgn;ll]&sfa?gﬁrdnfllt];s

Beo Qiretti, E., ﬂﬂ“d{l di Commercio, p. 67, and sppendix I11; Corbing, Annall, vol Vop. 228 ﬂ‘ .
! For a comprehensive discussion of the Italian ceonomy during the World War. v 2. 0 o

L'Halia cconomica nel 1014, and later volumes, Turin, 1914-21; and Elnaudt, Lulgl, La condotta economica

£ pli effeltt rociali deilg guerra italiana (Curnegie Endowment for International Peaco. Economic and Soclal

Hisory of the World War; Itallan Scries). New Haven, 1033, ch, 11T, - n
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conserve existing supplies of materials important in war time, 2 long
list of export prohibitions was published on August 1, 1914, including
wheat, sugar, coffee, cattle, coal, petroleum, textiles, and a number of
other commodities. In time, the list grew until it included prac-
tically all exportable commodities, the only exceptions being a few
which were available in large quantities and were not needed for war
purposes. To prevent losses of foreign exchange through importa-
tions which were considered unnecessary, a regime for the control of
imports was provided for in 1916. The exchange situation having be-
come worse in 1917, a decree was published on April 1 of that year pro-
hibiting the importation of all commodities except foodstuffs and raw
materials, and other articles purchased abroad for the account of the
Government. On December 11 of the same year an “Institute for For-
eign Exchange” was established and entrusted with a monopoly of
foreign exchange dealings. After May 26,1918, imports were permitted
only upon the issuance of a license by the Ministry of Finance.'

Following the war, public opinion in Italy was strongly in favor of
8 higher tariff. This desire for higher tarnff rates, which was wide-
spread in Europe, may be explained by the survival of the extreme
nationalism of war days and the growth of new industries under war
conditions, by the severe economic crisis which occurred during the
years following the conflict, and by the belief that such rates would
help to maintain existing domestic wage levels and thus prevent the
spread of radicalism among the working classes. To these factors
there was added in several countries the demand that domestic in-
dustry be relieved of competition with products of countries with
rapidly depreciating currencies. Other considerations were the de-
sirability of adding to greatly depleted revenues through larger cus-
toms receipts, and the convenience of using the higher dutics as a
basis for concessions to be granted to other countries in the new
commercial treaties which were to be negotiated after the war.

At the outbreak of the war in 1914 the Italian tariff of 1887 was
still the statutory basis of tariff rates. Even before the war many
influential Italians were of the opinion that this tariff needed a general
revision, and a royal commission had been appointed in January 1913
to formulate proposals for its amendment and for the enunciation of
principles of commercial policy to be followed by the Kingdom in
the negotiation of new commercial treaties.!! The commission did
not complete its work until May 1917; its final report appeared in
1920 in a series of volumes embodying detailed recommendations for
a new and higher tariff, influenced largely by the demand for equaliz-
ing domestic and foreign costs of production. The commission recom-
mended the adoption of an ‘““autonomous’ tariff with “maximum”
and ‘“minimum” duties, minimum duties to be applied to products
of countries entitled to most-favored-nation treatment. Although
long followed in France and other countries, the system of maximum
and minimum rates would have represented a definite departure
from Italian customs policy, which had formerly rested on a general-
conventional tariff system.’? The reasons given for the proposal

19 8o Eloaudi, op. cil., IH) 143 €1,
11 The commission was divided [nto three subcommlissions entrusted with the task of making compre-

bensivo studles of: (a) Agriculture and agricultural industries; () minlng and manufacturing industries;
(¢) transportation and emigration. See Corbine, Annali, vol. V, p. 253,

12 At autonomous tarifl of the bargnainiog type sets maximum and minimoam rates of duty for each product,
the minimum rates applying to products of eountrics with which commercial agreemonts exist and the
maximum rates applying to products of all other countries, both types of rates, howover, remaining subject
to change. A geperal (or general-conventional) tarlff system, on the cont , i3 opne in which only one
statutory rate of duty is fixed for each commodity, a rate which may be modifled by commercial agreements,
the modifications being then combined in a conventional tarifl which applies (as long a3 the commerelal
agreements are in force) to products of all countries enjoying most-Iavored-nation treatment.
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were that the uncertainty of political and economic conditions pre-
vailing at the time made long-term agreements without the possibility
of change inadvisable, and that the suggested minimum rates repre-
sented the extreme limit below which the tariff could not, in the
opinion of the commission, be reduced without serious danger to
domestic industry. The Government, in 1919, had asked a committee
of high Government officials to prepare a transitional tariff to be
applied until & more permanent tariff law could be drafted. 'The
recommendations made by the committee, however, met with serious
resistance on the part of both sgriculture and industry, and nothing
came of the proposed transitional tariff scheme.®?

Meanwhile, the old general and conventional tariff rates had been
temporarily revived, the conventional rates applying to all allied and
neutral countries with which commercial treaties had been previously
concluded and the general tariff applying to commodities imported
from former enemy countries and countries with which no commercial
agreements existed. After some time, however, both Italian industrial
and agricultural interests became more insistent in their demand for
revision of the existing tariff and asked that a provisional tariff with
considerably higher duties be adopted immediately. As a result of
this pressure, and after the appointment by the Government of two
further commissions (in August 1920 and January 1921), a new:
general customs tariff was finally prepared in the spring of 1921,
and soon thereafter put into force through a royal decree-law dated
June 9, 1921."* This tariff, with many amendments, is still in
force today.

Fundamentally, the Italian tariff of 1921 is based upon the recom-
mendations of the Royal Commission of 1913, Its basic rates of duty
are, in the main, these which the commission had, before the war,
suggested as minimum duties to be levied under normal conditions.
To these basic duties, however, there were added in the new tariff
“coefficients of increase” applicable to most articles and varyine in
size from 1 to 2 (i. ., 100 to 200 percent of the basic rate), somewhat
similar to those adopted by France and other countries after the
war with the purpose of making the minimum duties of the tariff
more effective without resorting to a general revision. These in-
creases, it was hoped, would help to correct what were considered to
be existing divergences in costs of production between Italy and other
countries and would bengﬁt. recently established domestic industries
and those older ones which found themselves in a particularly un-
favorable competitive position in foreign markets after the war.i

Almost all rates of duty provided for in the new tariff were specific
rates, only & few, in the chemical schedule being ad valorem. All
specific rates were expressed in gold lire per unit of weight or measure
and wci'ye sub1egted to the a.ppliqation of a rate of conversion into
paper lire. This rate of conversion was determined (at first every

3 For o detalled discussion of the steps which
see”Minlstero deli’Industris o CommercI:)ioer%ziI:r?e?dm
tariffa doganale, Rome 1921, pts. I to XII

0 final adoption of the new lt.alianupost,war tarlt?,
W Seo Gazzella Ufficiale, June 30, 1921,

Ministro On, Giullo Alessio q S. M., {l Re sulla nuora

Tha best detall Esew
act and of the reasons for their adoption is in the ofﬂclulPl\aﬂfl‘iistgro d:.;;[[:}t]l]gﬂ;mngr%vgﬂggrgoﬂ}g‘};\rmt:ﬂﬂ

sulla nuore tariffa doganale, pt. XII. For a shorter analysis, seq Dell
Since the World War, Now York, 1828, pt. II, ch. V, and Porri, Vi:ce?::,) ﬁ?&ﬁi&,ﬁ'ﬂ%’ﬁgcﬂ‘i% f?uifl‘f:.

. 14 While the new Italian tar!ffin fact provided for a
duets, increases in agricultural rates were fow, and nm?::uigfmézgacﬁ?ﬁr%%ﬁagalfﬁﬁap%?tinggﬂ:; lt;ol;

the free list. It was only in later years that a seri
agricultura) duties. See Porri, op. eiZ. p. 62. & series of royal decrecs worg issued which sharply increased
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fortnight and later every week) by the Ministry of Finance on the
basis of the average exchange quotations of the lira in New York.
The system of cocfficients of increase and of rates of conversion
naturally combined to make the duties actually paid in paper lire
very much higher than the gold lira rates stated in the tariff law.

- Another important feature of the new tariff was the authorization
given the Government to modify the cocfficients of increase (excopt
those fixed in trade treaties) by its own decree and without the
approval of Parliament whenever it found that changes in conditions
of production or trade made a modification advisable. Despite the
controversy which had arisen between the proponents of an auton-
omous as opposed to a general-conventional tariffi system, the
new ltalian customs tariff adhered to the old system of the general-
conventional teriff, which contemplated the traditional type of
commercial agreements including reciprocal duty reductions.

Structurally the Italian tariff consists of a general and a conven-
tional schedule. The conventional schedule is far from complete,
however, being made up of the conventional rates fixed in trade
agrcements and, in a few cases, of rates fixed by law but granted only
to treaty countries. There is no definite relation between the duties
of the two schedules. Generally speaking, the conventional rates
are lower than the general; in many instances, however, they are
merely bindings of the general rates.

Since today numerous trade treaties exist, and since, with a fow
special exceptions, all conventional rates are generalized, these
rates are applicable, in practice, to imports from all countries of
commercial importance.'®

At the time of the enactment of the tariff law of 1921 Italy’s trade
relations with foreign countries were still conducted, in the main,
under the pre-war system of a general tariff with conventional rates
for countries with which Italy had most-favored-nation agreements.
Since the conventional duties included in these treaties were ‘based
upon the old Italian customs tariff of 1887, they were regarded as
utterly out of date and in need of being repfaced as soon as possible
by new rates based on treaties which would be more beneficial to
Italy’s industries. Thus, as soon as the 1921 customs tariff was
passed, negotiations for a series of new trade treatics were begun,
the new system of coefficients of increase giving the Government a
powerful weapon during the negotiations.”

The first trade agreement, concluded with Czechoslovakia (March
23, 1921), provided for reciprocal most-favored-nation treatment and
for a number of reciprocal duty reductions. Between 1922 and 1926
similar agreements followed with Spain, Poland, France, Switzerland,
Austria, the U. 8. 8. R., Finland, Germany, Hungary, Latvia, Bulgaria,
and Greece. The fundamental objective of all these trade agree-
ments was to secure concessions for Italian agricultural commodities
(the most important part of 1taly’s exports) in exchange for conces-
sions on the industrial products of foreign countries. Duty reduc-
tions granted by the new commercial treaties affected more than

10 Among the special excoptions were the preferontial rates untll recently granted by Itsly to Danubtan
countries. These included a low preferential rate on anoual quotas of prunes from Yugoslavia, Rumania,
and Bulgaria, a llmited number of preferontial duties on sgricultural products from Hungary and Albania
and a number of preferential rates granted to Austria. These rates consisted of romentagn roduct_lons of
existiog Italian duties on h[sihly specialized products of interest to Austria, usnally ‘within anaual quota

1imits.” All these preferential rates are understond to have been recently abrogated.
17 For a more detatled discussion of these agreements, see Porri, Politigue Commerciale, ch. IV: Delle

Donne, European Tariff Policies, p. 243, .
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one-third of the items listed in the tariff of 1921. At the end of 1926
about 25 percent of total Italian imports were admitted at reduced
rates, while 40 percent of total imports, consisting mainly of raw
materials, were admitted duty-free’® A considerable increase in
Ttaly’s foreign commerce took place during the period 1921-26, the
newly concluded commercial agreements aiding in bringing about
the expansion." _

FASCISM AND THE ORGANIZATION OF THE CORPORATE STATE

The origins of the corporate syeiem.

- When the World War came to an end the consequences of the stress
and strain which it had imposed were felt deeply all over Italy. The
fruits of victory were regarded by many Italians as all too few. A
sense of disappointment and dissatisfaction consequently began to
pervade Italians in many walks of life. In the economic field a painful
period of readjustment had to be faced while the nation’s apparatus
of production, long geared to wartime needs, was shifted back to
the requirements of peace. The country’s finances were disorganized,
trade and industry languishing, railroads were in confusion. The
general feeling of unrest was accompanied by increasing labor diffi-
culties, climaxed in 1920 when the workers in some large factories
in the northern provinces took control of the establishments in which
they had been employed.

It was against this background that Fascism appeared upon the
Italian political scene.® Profoundly nationalist and violently anti-
Socialist, the new political movement which was founded in” Milan
on March 23, 1919, spread among all classes of the Italian population.
Within 3 years after its beginning, it proved strong enough to assemble
an army, march upon the capital, and take eontrol of the Government.

The Fascist regime in Italy then, dates from the Fascist “March
on Rome' in October 1922, though Premier Mussolini’s first Cabinet
included several non-Fascist ministers. The Ttalian Chamber
despite the extraparlinmentary nature of the new Government.
granted the Cabinet full powers for a year to carry out a series of
reforms unhampered by parliamentary formalities. It wns not
however, until after the murder of the socialist deputy Giacomc;
Matteotti in June 1924, in which the Fascist Party was suspected by
many of being implicated, and which erystallized the opposition
against Fascism, that the Fascist movement bec X

. ame, in its leader’
own words, more and more “integral and totali ' ader's

: h . tarian”
& dictatorship. Kascists began to contend that the sta,atrédnfflzgkll)%

transformed 1n accordance with Fascist ideals and i i

: A 4 a defin
program, which was distinctly different from the liberal-&t?nggsgﬁg
one which Fascism had inherited.

Reorganization of the Ttalian State was b i .
tions of non-Fascist Cabinet membe egunin 1925.  The resigna-

Mussolini took over their portfolios. Og)‘;‘i ti‘(‘)‘;](!(;});.ret(i{esaggdPremlgr
zations were dissolved, opposition newspapers suppressed, and orgn:(;l-
powers were given to the head of the Government The %‘Pe;;ist
party was reorganized and given political supervision ove ﬁ th
organs of the Italian State. QOn April 3, 1926, a law w r a 3
11 Dielle Donne, op. cil. p. 250 ! a8 passe

1 For a detailed stalistical deseriptl .
pogt-war period, sec iu:]h. IV of this fe D?t?i:.t_lgﬁ oo 'rse of Italy’s forelign trade during the war and immodiato
s or 8 more dotadled account of the carly history of the Faseist movement,

» s i Schnelder, Hetbert W., Making the Faselar State sﬁe?’{‘,’;;gclrvxgém, Musso-
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governing collective labor relations, which probibited strikes and
lock-outs and introduced governmental labor courts and collective
bargaining based upon a system of newly created, legally recognized
employers’ and workers’ associations. In May 1928 a new system
of occupational representation was adopted. In December of the
same year the functions and powers of the Fascist Grand Council,
the supreme advisory organ of the I'ascist Party, were defined by
law and the Council was given official status in the Italian govern-
mental system. In 1930 the National Council of Corporations, a
national economic advisory council, was cstablished. 1934, 22
‘“‘corporations” were created and assigned important economie,
advisory, and normative functions. Finally, on January 19, 1939,
the law for the reorganization of the Italian Parliament and the
establishment of the present Chamber of the Fasci and Corporations
in place of the old Chamber of Deputies, was passed. Thus, the
liberal-democratic state of the past gradually ceased to exist in Italy
and 2 novel political and economic system, the main characteristics
of which will be briefly described in the following pages, has taken
its place.

The present organization of the corporate state.

Legally, the Italian corporate state consists of the following organs:

The King.—Italy is, in form, a constitutional monarchy, and the
King is, by law, the head of the State. In practice, however, the
powers of the King are limited mainly to the signing of laws and
decrees submitted to him by his Government and to the selection, in
case the post should become vacant, of a new head of the Government
fé'om aﬂpanel of three names presented to him by the Fascist Grand

ouncil,

The head of the Government.—The head of the Government (Capo
del Governo) is the dominating figure in the Italian State. He is
the leader {Duce) of the Fascist Party and the chief executive of the
Government. Since 1926 he has not been responsible for his actions
to Parliament. He completely controls the Cabinet, inasmuch as
the other Ministers are not his colleagues in the usual parliamentary
sense but his subordinates whom he appoints and dismisses at will.

The Fascist Grand Councéil—The Fascist Grand Council was estab-
lished, immediately after the rise of Fascism to power, as the supreme
advisory organ of the Fascist Party. Since December 9, 1928, it has
been a constitutional organ of the State. The head of the Govern-
ment (who is, at the same time, the head of the Fascist Party) “calls
its meetings whenever he considers it necessary and determines their
agenda.” Besides expressing opinions on questions of a constitutional
character on which the Council must be consulted (prerogatives of the
Crown, functions of Parliament, changes in the syndical and corporate
organization of the State, ete.), the Fascist Grand Council proposes
new legislation, passes on important current laws, discusses matters of
party organization, sanctions international treaties, and keeps up to
date a list of possible successors to the office of head of the Government
from which the King must make the final selection.

21 The term “corporate slate (stato corporativo) 1s used to deseribe the new type of governmental systern
which fascism has gradually evolved in Italy. In essence, “corporate state’’ means 'guild staw,' a
state orgonized upon the prinelple of occupational representation.  Tho word “corporato” 13 derlved from
Yiegrporation’” (corporazione), and that in turn from the old Italian “‘corporazione delle arti ¢ del mestlert,”
the name of the Mcdieval Itallan guilds of crafismen and artisans,
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The Parliament—The Italian Parliament consists of the Senate,
the members of which are appointed for life by the King upon recom-
mendation of the head of the Government and, since January 1939,
of the Chamber of the Fasci and Corporations, an assembly consisting
of members of the National Council of the Fascist Party, members of
the National Council of Corporations representing the country’s
employers’ and workers’ organizations, and members of the Fascist
Grand Council.??> Since all political parties, except the Fascist Party,
have been abolished in Italy and freedom of discussion has been
severely curtailed, the Italian Parliament has in practice lost its
importance. Composed as it is of loyal party members sworn to
obedience to the party leader, its main function has been limited to
approving the laws submitted to it by the executive.

The Cabinet.—The Cabinet, or Council of Ministers, is composed of
the heads of Government departments such as Foreign Affairs,
Finance, Agriculture, Corporations, ete. Its main function is te
advise the head of the Government who, as was pointed out above,
appoints and dismisses its members at will.

The Fascist syndical associations of employers and workers~—The
organs described thus far constitute what might be called the apex of the
pyramid of the Italian corporate state. The corporate system proper,
the guild-like organization of employers and of workers, on the other
hand (the body and base of the pyramid), consists of a number of
employers’ associations and workers’ associations supervised by a
special Government department (the Ministry of Corporations), of 22
councils of employers’ and workers’ representatives (the ‘“‘corpora-
tions’’) established in the principal occupational fields, and of two
national economic advisory bodies, the National Council of Corpora-~
tions and the Central Corporate Committee. Chart I on page 13
and the description of these agencies given hereafter will help to make
clear their organization and prinecipal functions.

The Fascist syndical associations of employers and of workers are
the basic oq%ans of the corporate system. They were defined by the
law of April 3, 1926 as the sole legally recognized associations em-
powered to represent employers’ and workers’ interests respectively
to negotiate collective labor agreements and to represent employers;
groups and workers’ %roups in the parliament, in the corporations, and
in the governmental labor courts.  Membership in the syndical asso-
ciations is not compulsory and is open to all individuals over 18 years
of age, of “good moral and political character,” and for foreigners, of
pr(')frlfd 10-tyea.r rfe%dence within the Kingdom.? ’

he system of Fascist syndical associations is organi :
Individual workers are members of local, provincialgatﬂ'l?;danfiufvog;sﬁ.
national workers’ syndical associations groupin to’gether all workers

o h ! orkers
within & given occupational class, Employersgbelong to similar em-
_lﬂ_oyiz;i_a_,s?:)cmtmns. These individual workers’ and employers’

1 See the law o a{ﬂmry 19, 1939, on the establishment of the Ch
pnq?},i:hr%% ::bﬁ;h ?;? mﬂf &T f[‘:é; ".f,ﬂf,‘;";?;{, J:;ﬂwégh amber of the Fascl and Corporations,

National Council of the Faselst Pm{ is & national pm_tDCH of Corporations are described on p. 16, The

advisory
sud Bon:iréiﬂgfe thh;;icfg;‘f"&i l-;:le Eart:f nsp«?ctt:)tl;s. and of the Mvmv[ggdmlygoannﬂsstme g of t{m Party Secrotary
As undamental r an es crotaries,
represent (fof the Durpeses of collective b&rgnhnngd %u(:.i : of the Fascist syndleal assoclations are: () To

- group whethe:
a5 may be entrusted to the associatlon by lggn(ﬁf;lbgg S’etgfg&?{w such other mnctionsro}lgaﬂaimm%rg;g
111 of the Fascist Charter of Labor published in Gazzetta Ufficiate of Apeig s oz, cte).  Beo declaration
¢ -
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CHART I
THE ORGANIZATION OF THE FASCIST CORPORATE STATE

The King

The ““Duce’” of Fascism and Head of the Qovernment

The Fascist Jirand Council
and the Fascist Parly
orpeanization J
The Parliament: he Cablncet

En) The Senate
5 The Chamber of the
Fasci and Corporations

The National Council of Corporations an d the Central Corporate Committee

The Ministry of Corporations

l The 22 Cogporntlons I
The Cenfederations of The Confederations of
Employers’ Assoclatlons Workers’ Associations
I The F‘ederntions of  Thoe Federations of
Provincial and Interprovin-  Employers’ Assocla- Workers'  Assocla- Provinclal, Interprovin-
clal Unions (of employers’ tions tions cial Unlons (of work-

—

associations) ers’ assoclations)

National, Inbcmrovln- National, l’lnt.crpmvln-
clal and provineial clal snd provinclal

syndlcates syndicates
(Employers”) {Workera")
Local syndicates Local syndicates
{Employers’) {Workers")

associations are then organized into separate Federations of syndical
associations, which are national in scope. The Federations are granted
sole legal recognition and autonomy in the negotiation of collective
labor agreements and in dispu tes before the labor courts, The Federa-
tions are, in their turn, grouped into Confederations of syndical asso-
ciations, which mainly act as organs of coordination for the various
Federations within a broad occupational group and are represented,
within each province, by Provincial Unions of syndical associations.
At the present time there are nine such Confederations, four for
workers’ associations, four for employers’ associations, and one for
associations of professional men and artists.®

1 Theso nine Confederations and thelr members are:

1. The Confederation of Agriculturists which includes such federations of sypdical associations’as the
Federation of landlords'and tenant farmers, msnnf.ers of farm enterprises; ote. * AN

1! The Confederation of Workers in Agricuifture including the federations of technical and administrative
farm employees; of wage earners acd doy laborers; of share tenants and “métayers,” ate,

111, The Cenfederation of Industriafists, which Includes over 40 natlonal federations such as those of the
clothing manufacturers, of the manulfacturers of cotton fwds' woolen goods, boots and shoes, artificial
textilo fibers, ginss and glassware, foodstufls, metallurgl eal enterprises, etc.

IV. The Conjederation of Workers in Indusiry including the corresponding federations of workers' associa
tions, such as those In the clothiong industry, the food products Industry, the glassand ceramics industry, ete.

V., The Confederation of Merchants, which {ncludes the national federation of graln, vegetahle, and fodder
merchants, of fruits and vegeiablo merchants, of coal and other solid fuel merchants, of clot hing merchants,
and over r.ﬁlrty other similar federations in all branches of trade,

VI. The Confederation of Workere in Commercial Enterprises, which includes the nstlonal federations of
iwofrk':l“ ln"warehouscs and rotail and forwarding establishments, in the hotel and tourist trade, in the trade
o foodstufls, ete.

VII. The Confederation of Credit and Insurance FEnterprisesincluding the federations of natlonal credit [nstl-
tutions, of provincial credit institutions, of stock exchange brokers, ete.

IL. The Confederation of Workersin Credit and Insurance Enterprizes which includes the natlonal feders-
tions of workers Ln credit institutions, in insurance companies, ete.

I1X. The Confederation of Frofeasional Men and Artists. This confederation stands alone, for no distinction
between employers and workers is made in the professional field. It Includes such federations as those of
physicians, pharmacists, veterinerians, midwives, engineers, architects, chemists, attorneys, etc. .
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The following table shows the membership of these organizations
on December 31, 1938,

TABLE 2.—Membership of the Fascist syndical associations, Dec. 31, 1938

Confederation Membership Confederation Membership
EMFPLOYERS WORKERS

: . 1. Agriculture. ... 3,768, o4

1. Agriculturists, ... 1,353,500 | 2. Industry.. ... 3, 007. 403

2, Industrinlists. - 101,215 || 3. Cominerce 569,725

Artisans,,...______ 486,103 || 4. Creditand insurance.. 70, 842

Owners of real estat. - 97, 950 A

8. Merchants ... 713, 047 Total 7, 500,874

4. Credit and [nsurance enterprises. . 9,020 Professional men and artlsts 162, 130

Total e c oo 2,761, 513 B ) P, 7, 666, 013

Source: Annuario Statistico Ilallano, 1939, p. 219,

The Corporations.~—The Corporations are the organs which give
the corporate state its name. Kstablished by the law of February 5,
1934, they are boards or councils consisting of representatives of em-
ployers, workers, the Fascist Party, and the Government, formed
within the 22 major branches of national economic activity. They
have consultative, conciliatory, and normative powers. Besides
advising the Government on the technical questions falling within
the sphere of their competence, they are empowered to conciliate collec-
tive labor disputes and to enact ‘“‘rules for the collective regulation of
economic relations and the unitary discipline of national production.”
This includes not only the power to determine rules for production
control and of fair competition but also the power to fix rates for
services rendered and prices for articles of consumption sold to the
pulghc under noncompetitive conditions. At the present time the
major task of the corporations is the two-fold one of price control and
of aiding the Government in carrying out its campaign for a larger
measure of national economic self-sufficiency and military prepared-
ness.  All corporations include an equal number of workers’ and em-
ployers’ representatives, and also three representatives of the Fascist
Party to represent consumers. The names and the membership of

22&29?2 forporatlons as of December 31, 1938, are shown in the following

1 The membership of a typical corporation, that of glass and ceramies, for

iby law the Minlster of Corporations) and of 40 members including rép?c:cﬁmatr:t?l'%scg?-sjg}]s c';: A chalriman

3 mlel'l'fbel:s: one of whom i3 Vice Chairman and usually presides at the meetings): agrﬁzult&re !(l?m?t I‘:nrnl;
employer); industry (12 employers, 12 workers, representing tho artistic pottery industry, th mulaoty
of refractory materials, the bottles lndustrf. the white glass industry, window pane mnmff' te mmillul‘ncture
facture of mirrors and erystals, the sclentiflc and opticnl glass manulacture the artistlc Inc um'ltbe ads .
du?try. the electric _lnmi) Industry); the trade in the products mentioned ahave @ em )‘f ass and beads [":
artisans (2); professional men (1 for artists, 1 for chemists); and cooperative socleties z pyers, 3 workers);
delie Corporazioni, Sindacato e Corporazione, Rome, Aprll 1839, p. 707. . Sco Ministero



TaBLE 3.—Organization and membership of the Fascist corporations (law of Jan. 5, 1939)

Members (M) and Associate Members (A M) representing—

Corporation of— Fl‘f:ftiit Agriculture| Industry | Commerce ?n'gmged P;gﬁ:?:s C‘:?{,’:; a Ing:g;gggm ‘;‘;‘ﬂ;’r‘f Total
M M| AM| M JAM| M |AM| M [AM| M [AM| M |AM| M |AM| M |[AM| M | AM

Grains. .., ... .. e s 3 4 4 4 L 3 [ PO 1 30 9
Vegetahle, flower and lruit growing. . 3 ] 3 4 L 3 PO, 1 31 15
Viticulture and wine preduction and edih 3 [ 10 4 8. . 1 31 22
Animal husbandry and fsbing_ _..__. 3 4 10 G [ 7] I 2 i3 16
Wood and wood products._ .. _. 3 4 10 2 | 2 1 19 10
Textile products. ... 3 10 26 4 L 3 - 2 3 36
The clothing industry....._.. 3 1] b} G [ 3 PO, 1 23 35
Iron and steel and metaliurgy . 3 6 10 2 b2 P 1 14 13
Machinery . ... ________ 3 8 3 2 6 ... 2 20 38
The chemical industries. 3 8 40 4 4 2 22 46
Liquid fuels. ... _...._. 3 4 12 4 4]. 2 17 19
Paper and printing.___. 3 8 10 2 4. 3 22 18
The building industry. .. ... 3 ] 10 2 4|, 3 14 17
Water, gas, and clectricity.. 3 8 4 (. 1 18 18
Extractive industries_.___.. 3 6 4| 1 14 19
Glass and ceramics. .. 3 L] 4| 1 18 24
Internal communications. .. 3 10 [ 3 P IR NP, 15 38
Sen and air transportation.......___ 3 12 2. 2 20 14
The theater and public entertainment 3 4 N 3 10 25
The tourist and hotel trade_.....___ 3 2 8. 1 14 1
‘The professions and arts_..... .. 3 2 b N P 25 33 1
Credit and insurance..........__,_. 3 2l 20 ea. 2 47 37

B 1L 66 | 132 10| 132 83 H 28 58 500 500

Source: .innuarie Statistico ftaliane, 1039, p. 218,

AdVdL NOIFHOI ANV ADITOd IVIDHENWINOD NVITIVEL

ST
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The Minisiry of Corporations—This Ministry is & Government
department somewhat similar to_the Departments of Labor and
Commerce in the United States. It approves the by-laws and grants
official recognition to individual syndical associations; confirms in
office all syndical officials; supervises the activities and finances of all
syndical organizations; drafts labor and social security legislation and
records coﬁectiva labor agreements; scts as secretariat for the 22
corporations of which the Minister of Corporations is ex-officio chair-
man_and, in general, assures the smooth functioning of the entire
syndical and corporate system in accordance with the Government’s
general economic and political program.

The Central Corporate Commiltee—As recently - reorganized, the
Central Corporate Committee consists of all the Ministers and Under
Secretaries of State, the Secretary of the Fascist Party, the repre-
sentatives of the Fascist Party in the Corporations, and the presidents
of the nine large confederations of syndical associations. It is this
committee which must approve all rules and regulations adopted by
the corporations, and which makes the final decisions on many matters
of vital importance to the organization of the corporate system and to
the country’s economic life.?

The National Council of Corporations.—As now constituted, this
council consists of all the members of the Central Corporate Com-
mittee and of the members (not including associate members) of the
22 corporations. Its task is to discuss the broader problems of
syndical organization, of the coordination of employment, and of
the adjustment of collective labor relations, and to make recom-
mendations concerning them. Its members are by virtue of their
office members of the new Chamber of the Fasci and Corporations
established in January 1939.

As the foregoing discussion has shown, the main objectives of the
Italian corporate system as a whole are the regulation of collective
labor relations through the negotiation of collective labor agreements,
the settlement of collective labor disputes through arbitration or the
decisions of the governmental labor courts, and the carrying out
through the Corporations, of the Fascist economic program as a
whole. Of late the corporate system has been effectively used to put
into operation the Government’s program of military preparedness and
of economic self-sufficiency and the system of rigid import control and

fexﬁhange regulation, of which more will be said in the pages which
ollow.

As are all other agencies in contemporary Italy,

i t
system is controlled by the Fascist Party and domina ho corporate

] ) L ted, in fact if
not in law, by its will. Members of the Chamber, officials oaf the
corporations and of the syndicates of employers and w I )

orkers must be
party members and as such are bound by their oath of obedience to

the pargy leader. IPG?'P(ilte exi(si;ting provisions for votes and elections
in practice no reelly independent action, no fr. f
interests or even of opinions is possi ce and open clash of

ssible within the corporat ;
s, I e structure:
no decision of any importance can be re o y

ached
no measure enforced that does not have ; ho plan approved,

L the consent and support
of the party hierarchy. Rather than an agency for the self—goI\)rern-
® On March 8, 1939, It was the Central C
wage increases amounting to an average of a&ﬁ%ﬁ?&?{nﬁmf\ﬁﬂ gzg&él&: 'r:!. ﬁﬂpr(twal to nat[on—wld:
of iiving which had taken place in Italy since the devaluation of the qurrengy offset the rise in the cos
Beo Sindaeafo ¢ Corporazione, March 1039, T . )
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ment of the country’s economy, the Italian syndical and corporate
system 18 therefore In actual practice but an instrument of economic
control employed by the Fascist Party and the Fascist stato in the
pursuit of Fascism’s ultimate political ends.*

THE EVOLUTION OF FASCIST ECONOMIC POLICY: 1922-40

Italy’s economic development and policy since 1922 may be con-
veniently divided into several clearly distinguishable periods. From
1922 to 1926 the Fascist regime pursued a comparatively liberal
economic policy calculated to facilitate post-war economic readjust-
ment. The revaluation of the lira in the latter part of 1926 and its
final stabilization in 1927 were followed by a period of stagnation
and, later, by slow cconomic revival. After 1930 the cfforts of the
Italian Government were directed mainly toward combating the
effects of the world crisis. In 1934 there began a period of growing
restriction in international trade and exchange relations, culminating
in virtual economic isolation at the time of the Ethiopian campaign
and the imposition of League of Nations’ sanctions (fall 1935—summer
1936). Finally, the devaluation of the currency in 1936 was followed,
after o brief interlude of somewhat greater frecdom in international
trade, by a sustained campaign for greater economic self-sufliciency.

1922-29: Expansion and currency stabilization.

When the Fascist regime began in October 1922, Ttaly was gradually
emerging from the serious economic crisis which had followed the
World War. The first ecconomic measures taken by the new Govern-
ment were designed to sid recovery. The tax system was reformed
and a program of economy in Government expenditure was adopted,
with the result that the deficit in the Italian budget which had
amounted to over 3 billion lire during the fiscal year 1922-23 was
reduced to onc-seventh of that amount in 1923-24. After that year
and until 1929-30 the budget showed an annual surplus. An aggres-
sive campaign was launched for the ‘“rationalization” of industrial
enterprises and the introduction of better methods of production.
In agriculture, competitions were held and prizes given to the most
efficient producers, the famous “Battle of Wheat” (Battaglia del
Grano) being an outstanding example of the efforts made to intensify
domestic agricultural production.®? Under the stimulus of these
measures and of a liberal credit policy a pronounced upward move-
ment took place in practically all sectors of the Italian economy.
Industrial and agricultural production grew, foreign trade expanded
markedly, and Italy experienced three years of economic expansion
and relative prosperity.

1T Fer a more comprehensive dlscussion of the historical development and present organization of the
Italian corporate system and for a detalled critical ann!fsis of its nature and eperation, see Schmide, Carl T.,
The Corporate Stale in Action, New York, 1930 and Welk, Willlam ., Fueacist Economic Policy, Cambridge,
Mass., 1038, chs, II1, IV, V. and VI.

1 Although during the years of the war and post-war fer[od Industrial productlon had grown considerably,
azrlculturafoutput. especially when the rapld growth in 1taly’s population Is conaldered, lagged far behind,
being in some years actually below that of the period preceding the World War, Average annual
Rroductlon for the perlod 190914, and preduction in [924, (in millions of quintals and—for wine—of

ectoliters) compare as follows:
Arerage

1908-14

Source: Annuarie Statistico Italiens.
280914—41——3
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Not all these measures proved sound, however. There was a
tendency toward overoptimism and excessive expansion of credit and
of speculative activities. By the middle of 1926, mainly as a result
of credit expansion and ensuing excesses of speculation, the Italian
lira began to show alarming signs of weakness. The Government
decided to resist the decline by stopping expansion and contracting
credit, Premier Mussolini pledging FFascism to defend the lira “to
the last drop of blood.” ® This marked the end of expansion and
the beginning of a period of rather slow and painful adjustment of
the country’s economy to the Government’s new policy of deflation
and stabilization.®® Foreign trade appears to have been the first
activity to be scriously affected by the change in the country’s
monetary policy. As the lira gained in value, Italian exporters
began to find it more and more difficult to maintain their position in
foreign markets. Exports began to fall off, the decline becoming more
pronounced after the stabilization of the currency in December 1927.

The sccond period in Fascist economic policy—that of the stabiliza-
tion of the currency and the combating of the subsequent economic
stagnation—began In the second half of 1926. The deflationary meas-
ures adopted by the Government caused the lira, which had exchanged
at about 25 lire to the dollar in 1925-26, to rise In value until it could
be stabilized, on December 21, 1927, at the rate of 19 lire to the dollar.
This was 27.25 percent of its pre-war gold value, but relatively higher
than the French and Belgian franes. It soon became clear that the
currency had been stabilized at too high a level, as indicated by
declining exports, curtailed industrial operations, and unemployment.
While in 1928 imports inereased slightly, exports deelined from a
peak of 18,665 million lire in 1926 to 15,634 million in 1927 and to
14,556 million in 1928. As a result of this situation the Fascist
Government endeavored, through a program of energetic rationaliza-
tion and a series of legal enactiments, to foree down waces and other
costs so as to make it possible for Italian industry to ct:)mpete again
effectively on world markets. By 1929 cconomic conditions showed
::Il(;{:;::;g s(llgus 1of tl'mprovfmﬁnt, and the unfavorable results of the

y devaluation could be said to have been almost overcome.®

1930-40: Depression, League of Nations’ sanctions, and economic autarchy.

In 1930 the effects of the world depression began t -
selves felt upon Italian economy. As elsewhere,g pric:s Iﬂailh%(ef;}}ggnn
trade declined, production lagged, and unemployment rr,munted.
Soon the Government was induced to render assistance to those
weakened most severely by the economic erisis. Through several
newly created organizations, similar to the American Reconstruction
Iﬁ:}nanc_:t?, Corporation, and several other State-aided institutions
(“Enti,” “Istituti,” and “Consorzi”) aid was given to [talian banks
and industrial enterprises. Industrial establishments wishing to
expand their plants were required to obtain g permit from a ge(‘.lilll
governmental commission. A large program of public woi‘I?sIsJ was
put into operation to relieve distress among the working clnssgs

1 Sec Mussolini’s speech at Pesaro on August 18, 1926,
m%’l‘g; éaz\_'eange monﬁly_egcham!c rate .,‘1’ the dollar in terms of lire durin thi i
, 29.82; August, 30.53; September, 27.36; October, 24,40 Novemb Z this period was as fellows: July
1927, 23.08; February, 23.15; March, 22,92 April 20.0; Mﬂ)‘, ls’ M'Ju[r]]; l'.:"rblzi.ﬂ'f: Duu!mbcr, 22.61; January
Sce De Stefani, Alberto, Dae Geld und Kreditwesen, in Dobbert, 1t

- Berlin, 1034, p. 124. Gerhard (ed.), Die Faschistische Wirtschaft.

«1 For s more «~tailed discussion of economie deve
- Die Faschistische Wirlschaft, vspecially ohs. ¥ to 13 P™ents in Italy during this period, see Dobbert.
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The effect of these measures and of the shrinkage in revenue was
a rapidly growing deficit in the Government’'s budget. After a
surplus of 170 million lire in 1929-30 the budget showed a deficit of
over 3% billion lire in 1931-32 and 1932-33 and a deficit of over
6 billion lire in 1933-34. (See table 4, below.} A large reduction in
merchandise exports, a severe decline in the so-called invisible eredit
items of Italy’s balance of international payments (mainly tourist
expenditures and remittances by Italian emigrants), and a pronounced
outward flow of short-term capital, resulted in 1934 in heavy losses of
gold and a consequent serious threat to the stability of the Italian
currency. As a consequence of these developments and of the policy
of making Italy as nearly self-sufficient as possible the Italian Govern-
ment gradually adopted a system of foreign trade and exchange
control very similar to that which had been in force earlier in some
other European countrics, notably in Germany.®

TaBLE 4.—Total annual revenues and expenditures of the Italian Government,
1921-40 .

[In millions of Yre]

Reve- | Expendi-| Surplus, or Reve- | Expendl-| Burplus, or
Year nue tures | deficit (=) Year nue tures | defleit (—)

a5, 461 —15, 780 23, 191 -3, 867
21,832 =3,628 21,760 -3, 540
21, 000 =410 24,434 1=-6, 377
0, 023 17 20, 847 2,020
20, 576 169 34, 057 1-12, 686
21,014 436 40, 132 =10, 230
18, 574 498 38, 642 1=11,174
14, 636 B=5 39, 864 —12,278
1B, 668 170 54, 140 - 28, 400
20, 8 —504

1 Of this ficure 2,757 million lire represented expenditures hy the Government In converting jts 5 perceat
consols into new 3.5 percent redeemable honds.

? Defteits include expenditures for the Fthiopian campaign and the rearmament program. They were
met by the Treasury with funds procured through internal borrowing, and in part, through such “extraor-
dinary” revenuc as the proceeds from the sale of the gold and forelgn seeurlties which Itallan cltizens
had been forced to sell to the Government.

# Estimated.

Source: Annuario Stetistico Itelinno. For 1938-39 and 183940 The Fronomist {London), June 8 and 15,
1940, pp. 1008 and 1043,

When the League of Nations’ economic sanctions were applied
against ltaly in November 1935, in an attempt to force the country
to abandon its Ethiopian campaign, Italy was able to use the existing
system of trade and exchange controls both as a defensive and as an
offensive weapon. The effective use of this weapon, combined with
the aid which Italy was able to obtain from the 27 nonsanctionist
nations, the determined resistance to sanctions by the Italian people
and the Italian Government, and the speed of Italian military opera-
tions in Africa, prevented the sanctions from having their full effect
and led to their abandonment in July 1936. After the abandonment
of sanctions, the leading goal of Fascist policy continued to be military
preparedness and a program of economic self-sufficiency designed to-
aid in the achiecvement of the general military and political objectives
of the regime. Huge expenditures continued to be made for arma-
mdemﬂed aceaunt of the condition of Italy's balance of International payments and of the-

development of the Itatian trade and exchonge control system, see the discussion in ch. II of this raport.
For an analysis of the system as it operates in [taly today, see cb. 111 of this rcport.
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ments.® New trade treaties were based upon principles of strict
bilateral reciprocity. Commercizl debts which Italy owed when
sanctions went into effect and on which all payments had been sus-
pended during the sanctionist period were liquidated only gradually
through the proceeds of “unfavorable” commercial balances which
the creditor countries were forced to maintain if they wished to be
paid. The elaborate system of import and exchange control already
in existence when sanctions began was continued in force and further
developed.

On October 5, 1936, in line with the steps taken by the other
European gold bloc countries and, earlier, by the United States,
Italy devalued the lira by 40 percent, bringing the value of the Italian
currency back to its former parity with the dollar (19 lire=1 dollar).
Although at that time some tariff rates were reduced to prevent too
rapid a rise in the domestic cost of living, in the main self-sufficiency
continued to be the country’s major economic goal. To win inde-
pendence from foreign sources of supply, Government regulation
was, in several instances, extended to commodities of large popular
consumption and whole new industrial areas were developed to
produce at home commodities formerly imported from abroad.
The system of foreign trade and exchange control was further per-
fected and gradually turned into one of the most thorough and
complete in existence.

” ﬂ)The following figures show the course of Italian military expenditures in recont years (in millions of
ire):

Year Army Navy Alr foree Total
1926-27 to 1930-31 & 2,054 1,315 737

1031-32 3,039 1,590 775 5908
1932-33 3,043 1,570 768 5, 390
oy 2,672 1,403 710 4,785
193435 3,014 1,314 885 5,214
1935-36 7,452 2,852 2,320 12, 624
1036-37 9,439 3,426 3,708 18,673
1937-38 6, 230 2,078 4,006 13,272

® fnyOar AVErage.
Source: Anntiarie Siatittico Itglieno,
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COMMERCIAL POLICY

CHAPTER 1I. RECENT ITALIAN FOREIGN TRADE AND
TARIFF POLICY

EFFECTS OF THE DEPRESSION UPON ITALY’S INTERNATIONAL
ECONOMIC POSITION

The depression of the 1930's affected Italy less severely than
Germany, the United States, and Canada, though much more severely
than Japan and the U. S. S. R. The index of industrial production
in Italy fell barely below 67 {on the basis of 100 in 1929), whereas in
Germany and the United States it declined below 54, In the two
countries last named, the depression was characterized by tremendous
declines in the output of heavy industry, the engineering index for
the United States falling to 12.6 in 1932. In Italy, however, this
index remained close to the gencral industrial index. Recovery
from the depression was slower and less complete in Italy than in
Germany, though faster than in the United States. Table 5 describes
the course of the depression as shown by the indexes of industrial
production for certein leading countries. The indexes are based on
1929 but 1928 is also included for comparison.

TaBLE 5.—Indexes of industrial production in selected countries, 1928-38

Year Italy gg:%gg Germany | Canada K‘ﬂ;‘éfﬁ&l Japan
0168 $3.3 8.6 925 94. 4 0.7
100, & 100.0 100.0 100.0 100.0 100.0
9.9 80.7 85.9 84.8 92.3 4.8
7.6 88.1 a7.0 7.0 8.8 9.8
£8.9 53.8 53,3 581 83.5 7.8
7.7 83.9 60.7 60.3 88.2 113.2
80.0 66.4 70.8 73.6 88.8 i28.7
93.8 75.8 M0 81.3 105.6 141. 8
87.5 88.1 106.3 830.8 115.8 151.1
9.6 72,2 117.2 99.5 1238 170.8
08.5 72.3 126.2 90.0 115.5 173.0

Source: Statistical Year-Book of the League of Nations,

During the early stages of the depression, the movement of prices
was generally favorable to Italy. Prices of foodstuffs and erude
raw materials fell sharply, while prices of manufactured products
held up fairly well. Such decline as there was in prices of manu-
factured articles frequently reflected mainly the lower cost of the raw
materials. In 1929 manufactures constituted only about 20 percent
of Italy’s imports but 43 percent of its exports so that the country
was in a position to benefit from the relative movement of prices.
Foodstuffs imported into Italy declined in value from 4.6 billion lire
in 1929 to 1.1 billion in 1933. Part of this decline was accounted
for, however, by large decreases in the quantities of wheat and corn
imported, resulting from the intensification of Italy’s campaign of
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self-sufficiency even at & time when foreign products could have been
obtained most cheaply. The price of silk, Italy’s leading raw material
exported, fell further than that of most other products. But only 11
percent of Italy’s exports in 1928 were crude raw materials, whereas
nearly 38 percent of her imports were of such materials, generally
available at very low prices during the depression. To give specific
illustrations, in 1929 Italy imported 244,500 metric tons of raw
cotton, valued at 2,201 million lire, and in 1932 obtained 190,200
tons for only 738 million lire. Of raw wool, Italy imported 64,700
tons valued at 1,106 million lire in 1929 and 77,300 tons in 1932 for
which only 405 million lire were paid. Similarly, in 1932 Italy
bought onf;r 8 percent less of copper than in 1929 but paid less than
one-third as much for it.

The decline in trade snd in invisible income.

One of the chief effects of the world depression upon the Italian
economy was the marked decline in the country’s foreign trade and
invisible income.! After reaching a post-stabilization peak ef about
15 billion lire in 1929, Italy’s exports fell to a low of 5.2 billion in
1934; imports declined from about 22 billion lire in 1928 to a low of
7.4 billien in 1933. During the same period such leading exports as
rayon and raw silk declined to about one-half and to one-fifth, re-
spectively, of their former values. Because of the considerable
decline in the value of imports, brought about largely by the collapse
in raw material prices, Italy's import balance also was reduced from
7,364 million lire in 1928 to 1,433 million in 1931. This reduction
made possible, for a while, the maintenance of equilibrium in the
country’s international accounts, even though the invisible eredit
items of the balance of payments (which in the past had made up for
the excess of imports) were also severely reduced during the depression.?

For 2 years after 1931, the year when Great Britain abandoned the
gold standard, the difference between the value of Italy’s commodity
exports and of its imports remained stationary. But in 1934 and
1935, 1mports rose in value while exports continued to decline. The
result was that Italy’s mmport balance increased from 1433 million
lire in 1931 to 2,451 million in 1934 end to 2,552 million in 1035,

Table 6 shows the widening of the gap betw :
imports during this perio d.g gap between Italian exports and

! The decline In forelgn trade aflter 1020 was, of course, mot » phe
s f no
betocn 1520 and 1963 Ui dcerese n tllan horts was sy soones e e o Ialy. whit
0 pe}:-eon ho ! e 1929 total as against 35 pereent for world imports) the drop in Ttalian ex o t cln
sharp than that in world exports (a decline to 39 percent of 192801[101‘13 as compared with ports was less
B e ot ol o, S pmmeree, Focign Commerce Vetrbont, 163, . a7 °* P02 9F
& ata, the following figures (i ire) mu o by e
of the reduction of some of the most important invisibl(e [ill.grl.lials“g??&&;}%gnl&?‘yum;;%f%;?fggw the extent

Frelght and
Year Emigrant
shipping 'I;_?.Eaft remit-
Services tances
1,135 2,102 2,120
905 1,930 1,820
700 1,185 1,570
500 830 210

Souren: Adapted from data on the Itall
Borgatta and included in bis Tratt e elancc of international

ale Elementare di Statistica, Milan, ﬂ)%fmnts' computed by Prof. Gino
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TanrLe 6.—[Italian forcign trade, 1929-36

[Value in milllons of lire]

Imports Exports Excess of imports

- ———— - — | Exports
Year P ¢ P : P in percent
ercen ercen creent |of lmports
Valuo | o ypg | Value | oripeg | VBIUG | origeg

1929, o e 21,303 100 14,884 100 6,419 100 70
8l 12,119 81 5, 228 81 70
56 10, 210 6o 1,433 2 B3
30 6,812 16 1,456 23 82
35 5,901 40 1,441 2 81
36 5, 224 3a 2,451 38 48
37 5,238 35 2,552 40 67

Source: Valuo data, Annuario Statistico Haliano.

Since Italy’s invisible exports which would normally have provided
the means of payment for the balance of imports in commodity trade
could not at this time be correspondingly increased (after the devalua-
tion of the pound and the dollar, Italy had become an “expensive”
country, and expenditures of foreign tourists in Italy, in particular,
continued to decline), there gradually developed an increasing strain
upon the foreign exchange markets. The strain was accentuated by
important movements of capital which were taking place at this time:
mainly purchases by Italians of foreign securities or of Italian securities
issued abroad, reductions in Italian debit balances with foreign banks,
and amortization of old foreign loans exceeding in volume the current
flotation of new ones. These capital movements which were entailing,
on balance, an outflow of Italian funds (called by some observers a
“flight of Italian capital”’ and by some official Italian sources ‘ amelio-
ration of Italy’s foreign financial situation’’), contributed materially
to increase the tension in the foreign exchange markets and led to
repeated and heavy losses of reserves by the Italian Central Bank.?
As a result of this combination of unfavorable factors, a drastic change
took place in the orientation of Italy’s commercial policy. In quick
succession, there was adopted an elaborate system of import and
exchange restriction similar to that which had been in effect in some
other European countries.!

As was noted earlier, after the advent of the Fascist regime in 1922
the Government endeavored to make possible the rapid restoration
of normal economic conditions and a speedy revival of the country’s
international trade. Soon after the passage of the Tariff Actof 1921,
trade treaties, based in the main upon the traditional principle of
reciprocal concessions and upon a wide application of the most-
favored-nations clause, were coneluded with a number of countries.?
The only departure from these principles was the insertion, in the new
trade treaties, of a clause aimed at countries which had placed restric-
tions upon the importation of [talian commeodities. This clause, which
was invoked later to justify Italian restrictions, provided that when-
ever exceptional economic conditions should make such action
necessary, Italy would adopt import restrictions, or prohibit certain

1 Seo Banca d'Itslla.  Adunanza Generale Ordinaria degli Azioninl, Rome, 1035, p. 12, and Institut Inter-
il’a“onal de la Coopetation Intellectuelle.  Afémoire sur le controle des Changes en Halie, (mlmcographed),

aris, 1039, p. 5.

‘In Gcrmlx)my and in the countries of Contral Europe and of the Balkan Peninsula, exchange control was
established after the international finaneial crisis of 19721, as a result of large withdrawals of fereign capital
snd the severe deterloration of these countries’ balances of international payments brought sbout by the

epression.

% See ch. I, of this report, p. 8.
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importations altogether.! An international economic conference met
in 1927 at Geneva, but failed to effect the hoped-for world tariff truce
and general reduction of customs barriers. This failure encouraged
advocates of higher tariffs everywhere to press their demands. The
passage in 1930 of a new and higher statutory tariff in the United
States, the cessation of Americen loans and later, the devaluation of
the currencies of the “sterling bloc” countries, were among the causes
which made it more and more difficult for most continental European
countries, still in need of imports but suddenly confronted with
shrinking export markets, to balance their international accounts.
The comparative freedom in international commercial relations
which had existed during the latter part of the twenties thus became
severely restricted by the adoption of import quotas and licenses, of
exchange controls and clearing agreements, and of a number of other
devices, which gradually became general throughout Europe.

In this race toward limitation of trade, Italy, at first, took only a
small part. Except for inclusion of provisions for import contingents
in a commercial egreement with France signed on March 4, 1932,
trade restrictions and changes in speeific customs duties were at this
time relatively few. For some classes of vegetable products duties
were increased to maintain domestic prices.in the face of price declines
abroad. An important development in the customs field was the
introduction, toward the end of 1931, of an ad valorem surtax on
imports. This tax, it was explained, was intended to limit the reper-
cussion upon the domestic market of foreign currency devaluations
and the fall in world prices, and to reduce the import balance. The
surtax was imposed by royal decree-law of Scptember 24, 1931,
upon all imported commodities (with certain exceptions noted below)
regardless of other dutics already in effect, and was fixed at the rate
of 15 percent ad valorem for all commodities except coal and colke, for
which it was to be 10 percent. Commodities imported under con-
ventional rates of duty and under certain preferential arrangements
were exempt from the surtax. Excluded also were wheat, corn. and
other foodstufls, and a number of raw materials, includine ’wool waste

. . - H o
and rags, oil seeds for industrial purposes, metallic minerals, chemical
fertilizers, coal used for the State railways and in commerecial shipping,

and gold and silver. Other lesser exemptions were established by

successive decrees.” While the 15 percent ad valorem surtax contrib-

uted to reduce imports of the articles taxed t 4
im(gorts increased in later years. » the values of total

n the whole, then, the existing system of ¢
control in Italy came rather Iate——p%im%ril ke 4nd exchange

. as a result, i
of the gradual weakening of the country’ys balancel%flti;v&lﬁifffxﬁi
%ayment,s and of the consequent drain upon the reserves of the Central
ank. To what extent the program of military preparedness pursued
by Italy at that time was responsible, directly or indirectly, for this
drain, it is impossible to state ¥, tor

# Sce Angelo di Nola, “L'esoluzione della politica econom

it éR«ualggna d‘;l I;‘t’” I”“' I{" ternasionate. Movembor ond iea internazionale con perticolare riguardo all’ Xalla,’
7 See Banca d'Italia, L'economia ilgliane nel a 1
To strengthen the restrictive effect of custo, ot 10316, Rome,
countries, nnd to avoid the disturbance whic

' 1938, vol. I, p. 240.
ﬁh‘z’“;ggo"::l;:;;%lmnods of de])rccialiﬁg cur?unclcs in othe
] Pct{;i\'i;]y dilprsciatcdlcufm[nscics might have on domestie markets, :h.§° 3:;1.3?;“{3;‘:](:1&05 from countrics with
tzhe d ¥ the decree-law of September 28, 1093, to add a “‘depreciated eurrone 83 furthermare author-
e duties Iy force upon products of such countrics. This power, however: woe boosatlon coefllcient” to
d'Italin, L'economia ifaliana, p. 241, Ty Nowever, was never used. Soe Banca
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The beginnings of trade and exchange control.

The forerunner of present-day Italian trade and exchange control,
as was said above, was the system of stringent regulation established
during the World War, and abolished in large part at the end of the
conflict. The control of foreign-exchange dealings which had been
entrusted to the National Foreign Exchange Institute during the war
ceased in 1919. Nevertheless, some control over foreign exchange
operations continued to be exercised by the Government, especial%y
during periods of speculative dealings in the lira. On June 10, 1926,
a royal decree reserved the trading in foreign exchange to banks with
at least 100 million lire of capital.® All exchange operations were
required to have as a basis bona fide commercial (or tourist) nceds
which had to be verified by the authorized banks. The exportation
of bank notes of all kinds and of credit instruments payable in Italy
and drawn in lire was prohibited, and banks were forced to give an
accounting of their exchange operations to the Treasury. This legis-
lation remained in effect even after the stabilization of the lira in
December 1927; it was not abolished until the publication of the royal
decree of March 12, 1930, which reestablished complete freedom in
foreign exchange transactions.

Almost immediately after the devaluation of the British pound, in
September 1931, however, the Italian Government took steps to
maintain the value of the lira. By the royal decree of September 29,
1931, the Finance Ministry was authorized to regulate by decree the
trade in foreign exchange.® A semiofficial control of the foreign
exchange market intended to prevent speculation in lira exchange was
established under the supervision of the Italian Confederation of
Credit and Insurance Enterprises, the Fascist syndical organization
to which Italian banks and insurance enterprises belong.’® Yet, on
the whole, these new controls remained mild, and it was not until 3
years later that the Ministry of Finance actuaily began to make exten-
sive use of its new regulatory powers. In the main, then, from 1931
to 1934, Italy continued to participate in the meetings of the Central
Bauks of gold standard countries and to cooperate actively with the
members of the gold bloc.

It was not until May 26, 1934, that the first step was taken toward
the establishment of the present system of exchange control and of an
administrative machinery for it. On that day a ministerial decree
was published providing in general terms, that no foreign exchange
operations could be carried out unless they filled a real need of industry
or commerce, or of persons traveling abroad. The decree, further-
more, prohibited the purchase of foreign securities and of Italian
securitics issued abroad and the exportation of bank notes, checks
and Ttalian securities, and limited the amount which tourists could
take out of the country to 5,000 lire per person. Finally, the same
decree required authorization from the Minister of Finance for dis-
counting bills of exchange drawn in lire by a foreign creditor upon an
Italian debtor, as well as for all other operations which should appear
to be means of providing lira balances abroad."

¥ Gazzetta Ufficlale, June 11, 1920,

¥ Gazze!ta Ufficigle, September 30, 1931, i
10 The following is o suminary of the main regulations in foree at that time: Purchase of forelgn exchange

was permitted only for bona fide commercial transactions. Purchases of securities snd dealings In exchange
futures on forelgn markets were prohibited. Exportation of Italian lira bank notes was timited to amounts
actually required by foreign banks, tnoney changers, and travel agencies.

It Bee Gazzette Ufficiale, May 26, 1034.
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The moderateness of these first measures of control, as well as several
public statements by Italian Ministers, seems to indicate that the
Government did not enter willingly upon a policy of strict exchange
control. Yet it soon became apparent that these first measures of
control would not have the desired effect. They were easily evaded
and the import balance continued to be heavy. The loss of reserves
of the Central Bank in 1934 amounted to 1,514 million lire, of which
1,281 million were in gold. Currency devaluation being regarded as
out of the question so long as other gold bloc currencies were resisting
it, a gradual tightening of the control measures was adopted as the
only remaining solution. On December 8, 1934, further decrees were
issued establishing a Government monopoly for foreign exchange
dealings and forcing Italian exporters to sell to the National Foreign
Exchange Institute the foreign exchange received for their exports and
the credits opencd in their favor by foreign importers.® Specifically
these decrees provided for:

(a) A monopoly of exchange transactions to be given to the National
Foreign Exchange Institute (Istcambi), Only shipping and insurance
concerns were permitted to keep accounts in foreign currencies and
could do so only upon suthorization by the Finance Minister.

() The compulsory sale by Italian banks and business firms of
their foreign credits to ‘‘Istcambi.”

(¢) The obligation of exporters to sell all foreign exchange received
through their exports to “Istcambi.”

(d) Compulsery declaration to the Bank of Italy of foreign secu-

rities or Italian securities issued abroad held by all persons (physical
or legal) domiciled in Italy.

(¢} The beginnings of an administrative machinery for exchange

control, the Bank of Italy being entrusted with the carrying out of
actual transactions, and certain large Italian banks being appointed
by the Bank of Italy as its agents. ‘

The major gap in the system of control thus far devised, namely, the
lack of strict import limitations, was soon filled. Since April’ 14
1934, aroyal decree had prohibited the free importation of four impor:
tant staple commodities—wool, copper, oil seeds, and coffee—and
had subjected all future imports of these commodities to & special

import license.”® Through three further royal decrees of Februs
16, March 30, and June 25, 1935, and a ministerial decree of Februag
16, 1935™ the importation of a large numb

13 Al er of important com-
modities was placed under definite license and quota restg»ictions_ As
a Tesult of these decrees, several commodities, especially foodstuffs

and raw materials, and semimanufactured articles could be i

¢ . : . e imported
into Italy only if an import license were first ’obtuined frolr)xgrt]ie
Ministry of Finance. For the issuance of suc

h lice
percent of the value of the commodities imported w;l:‘eg(’ﬂluécfti?i.()fg

:: gazzeua U{Jiit!afc Docember 8, 104,
Some quantitative import restriclions had been established earliar by

(guthorized by the royal doeree-lus of August G, 1026, No, 1481) for the purpossat sonr oL SiS(oF of Flnance
?\,S‘!\N‘g comumud e?ﬁl ;I‘hu subject of import restriction was Inter redefined by th 5 ulogm?sun;p v of

ovem erl 14, _m-u, which prohibited the Importation of such commoditios as gy 8 ro?.' eeree- Lm] 0
?ulplgur, gEmr.s“ are, and Ll;e exportation of whent, cattle, seversl metals, hides nufl gEfts' W n(i!. automabi osi
tlillm nsir‘. s xeeptions to these import and export prohlbitions could however be dls. and some types o

[} nistry 9! I-mapce uben applieat e3. Through tY “iade aud were made by
2]1, w(:ln" nnu]l). the Finance M.lmster wns authorized Lo Impose import prghlbllt? dcc{w-]ﬂw of Decomber
already provided for In the law of November 14, 1920. See Banea d-1t i L eens In additlon to those

W Gazzeita Ufficlale, Fehruary 19, April 1, June 23, 1935, fila, L'cconomin italiana p. 241.
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considerable number of other commodities could be imported without
license, but the amounts permitted were strictly limited to definite
percentages (roughly from 10 to 70 percent, but in some cases up to
100 percent) of the amounts imported in 1934, which was chosen as a
base year.’* Imports in 1934 were only 36 percent of the total value
imported in 1929, the decline being due, however, in considerable
part, to lower prices. After the end of League of Nations’ sanctions
in 1936 many Italian quotas were put on a value basis, so that as
prices rose, quantities were further decreased.

After 1932 general compensation or clearing agreements were con-
cluded by the Italian Government with several foreign countries.
The object of these first clearing agreements was to permit Italian
exporters to obtain payment of their “frozen” credits abroad, and also
to provide 2 method of payment for further trade transactions between
Italy and these countries by compensation of the amounts due for
imports w!h the credits obtained through exports made to the
countries in question.’* Equilibrium in the exchange relationships
with the various agreement countries being thus provided for, the
decree of February 16, 1935, permitted exceptions to the import
license procedure for commodities traded under clearing and private
compensation agreements.”” The ministerial decree of March 1,
1935," admitted such commodities into the Kingdom under the rules
provided for in the agreements themselves, and thus placed them out-
side the system of licenses. Clearing agreements (under which
commercial transactions are cleared through a central clearing office
without payment in actual foreign exchange) had been concluded
with Bulgarin, Czechoslovakia, Germany, Yugosluvia, Rumania,
Turkey, and Hungary; on April 1, 1935, importations [rom these
countries were admittied up to 100 percent of their 1934 amounts.
Because of the existence of special agreements, imports up to 100
percent of 1934 amounts were also permitted from Albania, Austria,
the Netherlands, and Switzerland. For France the corresponding
quota had been fixed at 85 percent and for Great Britian at 80 percent.

Through the decree of March 1, 1935, private compensations, that
is, importations of certain commodities from a foreign country
effected against exports of domestic commodities to the same country
and for the same total value also ceased to be subject to import
license, although remaining subject to an authorization of the National
Foreign Trade Institute.”” After October 6, 1936, however, private
compensations were abolished except for certain clearing agreement
countries and for a few countriss with which, because of the trade

13 These import nuntas were to be fixed at the beginning of each quarler, upon the hasis of the customs
receipts (*‘holletto doganall’™) issued during the corresponding period of 4. Excluded from the regiine of
imports under ministerial llcense and “bollette doganali’ were: Importatlons of goled, for which o trade
monopoly was granted to the Nntlonal Institute for Foreign Exchange hﬁ' royal decrec-lnw of November 14,
1035; importations of coal and coke, copper, Lin, zlne, nickel, for all of which Ktate lmport monupolles were
ereated by royal deeree-lnw of July 28, 1435; impaorts of crude mineral oils and thelir derivatives for which an
import license of the Ministry of Corporations was necessary; Importatlons of eleciricnl and radlo equipment
and of dles, for which a licenso from the Ministry of Communications was required. (See Banen d'Italia,
I’economla itallane, p. 242}

18 A specinl Committee of Coordination was established by the Ministerin! decree of October 18. 1034
(Gazzetta Uficiale, October 20. 1934), for the adminlistrative procedare to be [ollowed [n these mjmcnt and
compensatinn agreements, ‘This commitice ceased to exist when the Superintendence of Trade and Ex-
change was established in May 1935,

11 (Jazzedla ificiale, February 19, 1935,

W Jbid., March £, 1935,

15 oo ‘Banca 'Italla, L'economia italizng, pp. 242-243.
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policies pursued by them, trade was possible only under private
compensation.®

This detailed regulation of Italian foreign trade made necessary the
creation of new sdministrative machinery and the broadening of the
functions of administrative organs already in existence. On May 20,
1935, the newly established ‘““Superintendence of Trade in the Foreign
Exchanges” was entrusted with the allocation of foreign exchange, the
coordination of the services relating to imports and exports, and the
supervision of foreign purchases for the account of government de-
partments.? On December 29, 1935, the Superintendence was trans-
formed into the ‘“Undersecretaryship for Trade and Exchange,” *
which, on November 20, 1937, was raised to the rank of an independent
Ministry and given the title of Ministry of Trade and Exchange
(Ministero per gli Scambi e per le Valute).? .

By decree of the head of the Government of June 12, 1935, there
were established at the Office of the Superintendent of Trade in the
Foreign Exchanges (now the Ministry of Trade and Exchange) 10
special Import Advisory Committees to assist the Superintendent in
determining periodically the import quotas for the commodities within
their respective fields and in allocating the percentages of such quotas
to the firms in the trade. In addition to these agencies, the foreign
activities of several already existing concerns—the Italian Cotton
Institute, the Italian Woolens Institute, the Institute for Oil Seeds
and Fruits, and some others—were also placed under the control of
the Under Secretary.

As was to be expected, a rise In domestic prices began to take place
behind the wall of restrictions described above. This in turn brought
- about a further tightening of control measures. Because of economic

and financial mobilization for the Ethiopian war, the imposition in the
fall of 1935 of economic sanctions by members of the League of
Nations, and the adoption of countersanctionist measures by Italy
the control of Italian trade and foreign exchange became even more
stringent and a number of important new tasks to be described in the
following pages were assigned to the existing control agencies.

% For a more detatled discussion of the system of clearin
¢h. 111 of this report, pp. 47, 59. € sgrecments and private compensations see

I Gaezzetla Uffeclale, May 23, 1935,

2 Jbid., January 3, 1936. .

:;Jbid.. Novelmlﬁ!r 29, 1037.t d6 thers b

o promoto ltalian export trade there had been established, in 1028, th 1

Export Trade (Istituto Nazionale Fascista per I’ Esportazione—abbreviated ?'F &ti‘}?‘?’)i“fﬁ“"f,,,lﬁs“}‘{v‘?ﬂ?ﬁ
was changed, in 1835, to National Fascist Iustitote for Forcign Trade (Istitute Nezlonale Fasclsta nor gl
Seambl con "Estero, or I, 8. E.™), and in 1936 Lo Nutional Fascist Institute for Foreign Commeres (Isptituto
Nazionale Fastists per il Commercio Estero.or “L. C. E.""}  Oneof the anctions of the Institute is the study
of problems relating to fmport and export trade, especlally to exportation of agricultural and induostrial
commedities. The Institute, which i3 under the direct control of the Ministry of Ttado and Excl e, is
also entrusted with propaganda for Italian gruducts on foreign markets and Wi’th the wlab change, i
and means designed Lo improve import and export, trade techniques @ elaboration of ways

" giz:déa Uﬂ}ctiallc. Augus:.l:!ii. 1935é y

15 The 10 special lmport Advisory Committees arg: The C
materials; the commlittees for vegetable fibers {except mtlgn)?zﬂ?rg%eu?;’nli‘gé?;ﬂ t?rltgt:lll;l on(bi and I.ln aning
for nonferrous minpml.s. metals and serap; for rachines and appliances; for coal f 4 BIN m_el.n scrap;
rubber; for cellulose; for the manufacture of paper and rayon; for misml’lmmm | 05 raw hides; for crude

The last: Committee hhus several subdivisions to which are assigned the followin [g?muc?l'i d
by others: (a) foodstufs, (8} fertilizers, lumber, and products of the sof) (¢ Chl‘-mgcals rgo tles not handlo
D oo s s of she et Koo P e o et o o

o fo] ¢ e most important busines

of Tradc and Exchange for their dealings relating ﬁu[:! ?(ﬁufl?l;l Eizl;b]g[gﬁgdlfg,glg SIlu‘lp&: rvislon of the Ministry
Consortia (o large tmporter of wheat); the National Consortium Among Impory, r orat(l‘on of Agricultural
Feods: the Italian Asgoc::}uqn of Importers and Exporters of Chemical Pmducfr_s t?:t “creals, Seeds, and
of Cofteo Importers, the National Rice Institute, the Office for the Sale of Itall S'S ¢ Italian Assoclation
the Promotion of the Export of talian Gloves. (Sec Bancs d'Italls, Lreconarry itg;zl;‘t;r-p;hoz Offiee for
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ITALIAN TRADE POLICY DURING THE ETHIOPIAN WAR AND THE
LEAGUE OF NATIONS' SANCTIONS 2

On November 18, 1935, the League of Nations’ economic sanctions
against Italy went into effect. This meant, first, an embargo upon
exports to Italy of arms and munitions and of such essential war
materials as iron ore, serap iron, aluminum, (in, nickel, and rubber
{but not of copper and petroleum which were not in the embargo lists),
and, second, the suspension of further commeretal credits to 1taly and
the total cessation, by 52 countries, of all further imports of Italian
commodities.” It was expected by the League authorities that the
drastic curtailment of Italy’s exports would either force a voluntary
reduction of essential imports or else cause so severe an unbalance in
the country’s international trade as to lead to a rapid depletion of
gold and foreign exchange reserves, to a total suspension of foreign
purchases because of the lack of further suitable means of payment,
and, ultimately, to the crippling of Italy’s capacity to make war.

"When sanctions went into effect none of the possibilities anticipated
by the sanctionist countries became effective rapidly enough to have
the desired result. When sanctions began, the Italian Government
already had at its disposal a fully developed machinery for the control
of the country’s foreign trade and exchange relations. This machin-
ery was effectively used not only to curtail the country’s imports still
further and to protect Italy’s threatened commercial balance, but as
a means of retaliation against the prohibition placed on Italian
exports by the sanctionist counfries. An even more stringent series
of import restrictions was thus adopted to bring Italy’s imports into
line with the now greatly reduced volume of its exports and to curtail
drastically all importations of commodities which were regarded by
the Government as nonessential. After November 18, 1935, therefore,
only imports regarded as essential were admitted into Italy; all im-
ports from sanctionist countries were prohibited except under special
Government licenses granted only for such essential commodities as
could not be obtained from nonsanctionist nations; authorization to
export to sanctionist countries was granted only if the foreign importer
had previously furnished exchange or a confirmed credit in Italy or if
the Italian exporter had obtained a special permit from the National
Fascist Institute for Foreign Trade. The payment for needed imports
without too rapid and continuous a drain upon the country’s gold
reserves was facilitated by the existing system of foreign exchange
regulations, which, as was noted in the preceding pages, prohibited
the importation and exportation of lire and concentrated all foreign
exchange transactions in the Office of the Under Sceretary for Trade
and Exchange to which Italians were forced to sell, against payment
in Ttalian treasury bonds, all the foreign securities and foreign exchange
which they held.?

The actual effects of the severe import restrictions adopted by the
Italian Government during the period of the sanctions, based upon

% Accounts of the cconomic aspeets of the sanctionist episode are to be fernd in: Boon, M. J., Fow
Sanctions Failed, Foreign Affaire, January 1937; Campolongo, Alberto, I commercio faliano con i’tucro
durande le sanztoni, Giornale degli Economiati, May 1937: Mazzei, Jacopo, Politica economica internazionale,
Rivista Inlernazionale di Scienze Sociali, July 1937: Parentl, Giuscppe, L'efficacia delfe “confrosanzioni*
ilaliane, Riviata Internazionale di Scienze Sociali, July 1936, and Welk, Willlam G., League Sanetions and
Foreign Trade Restrictions in Mtaly. The American Economic Review, Mareh 1037,

# Among the more fmportant of the sanctionisit countrles were: Belgium, Bulgaria, Crechoslovakia,
Denmark, Finland, France, Great Britain, Greece, Ireland, Norway, Netherlands, Poland, Portugal,
Rumsnia, Sweden, Turkey. Union of Soviet Sccialist Republics, Yugoslavis, Canada, Cuba, Mexico,

Colombia, Union of South Africa, Britlsh India, Itan, Siam, Australia, and New Zealand.
% Sea p. 28 of this report.
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official Italian statistical sources, appear as follows: From December
1, 1935, to July 31, 1936, the total value of Italy’s import and export
trade (exclusive of trade with Italian colonies) was 5.5 billion lire,
compared with 8.0 billion lire during the corresponding period pre-
ceding the sanctions (December 1, 1934, to July 31, 1935). The
reduction in Italy’s trade during the sanetionist period thus amounted
to 2.5 billion or about one-third. Italy’s total exports declined from
3 billion to 1.7 billion as between these two periods, a reduction of 1.3
billion, or 44 percent, while the value of commodity imports declined
from 5 billion lire in the presanctionist period to 3.8 billion, a reduction
of 1.2 billion or 25 percent.”

These figures indicate that while exports decreased by a greater per-
centage than imports (before the sanctions, exports paid for 60 per-
cent of imports and during sanctions for only 45 percent) the absolute
increase in Italy’s import balance in commodity trade during the period
of sanctions was comparatively small (from 2.0 billion to 2.1 billion
lire). But as invisible exports were drastically reduced and the exten-
sion of foreign credits suspended by all the sanctionist nations,
Italy’s import balance had to be met in large part by exports of gold.
A careful calculation of the reduction in Italy’s metallic reserves
during the period under discussion reveals that the losses of gold
amounted to 1.45 billion lire.

Additional light is thrown upon the effects of League sanctions on
Italy’s international economic position by 2 more detailed study of
the nature and the direction of Italy’s trade during this period.
While exports to sanctionist countries declined 87.8 percent and im-
ports from them 51.3 percent, Italy’s exports to nonsanctionist nations
rose 5 percent and imports from them 4 percent. During the eight
months of the sanctions, nonsanctionist countries bought 88.7 percent
of Italy’s total exports (37 percent being bought by Germany and 17
percent by the United States) and sold to Italy 66.4 percent of her
total imports (29 percent being supplied by Germany and 13 percent
by the United States). These figures indicate that had it not been
for the trade with nonsanctionist countries (the trade with which
even before sanctions were put into effect, amounted to approximatelyr
48 percent of Italy’s total foreign trade) the country’s foreign com-
merce would in all probability have been almost completely paralyzed
after sanctions had become effective.® The drastic reduction in
exports which Italy experienced during the first four full months of
the sanctions is illustrated by the following data on imports of other
(sanctionist and nonsanctionist) countries from Ltaly:

TaBLE 7.—Value of imports of foreign countries
sanclions !
[Thousands of “ald” gold dollars]

from Italy during League of Nations'

Month 103435 | 192538
November (58 countries) .. __ __ . ___ ____ ___
Drecember (57 countries) T 21, 550 25, 808
Pecember (57 countries)......... 21" 52) 17, 165

February (61 countries). ___.__. 19, 661 10,158
March (37 countries) . _..___....__.___ ... 7" 19,190 8, 649
................................. ]1' 570 g' 241

! Economist (London), June 8, 1936, p. 542,
" Sea C 1 i '
S ng:u;j};);_}f]ngo, Alberto, J commercio Halieno con I'estero durante le sanzioni,

in Glornale degii Econo~
» See Campolongo, H commercio itatiano

« . . durante le sanzloni, pp. 327 11
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Although the sanctions seriously affected the Italian economy, they
failed to disrupt the Italian economic system as a whole. This failure
was due to the trade which Italy maintained with 27 nonsanctionist
nations, to the exclusion of copper and petroleum from the embargoes
applied, and to the mesasures taken by the Italian Government in
anticipation of and coincident with the sanctions to minimize their
effect upon the domestic economy.

Besides the measures of trade and exchange control already de-
scribed, the most important new measures of domestic control adopted
during the sanctionist period were a system of rigid price regulation
extending to most commodities of wide popular consumption, the
accumulation of large stocks of raw materials before sanctions went
into effect, and an intensive Government-sponsored drive for the ex-
ploitation of available domestic resources and the production of sub-
stitutes for leading imports—the prelude to the intensive drive for
national economic self-sufficiency which was to follow at the end of
the sancuionist episode.*

CURRENCY DEVALUATION AND THE PROGRAM OF ECONOMIC SELF-
SUFFICIENCY

When sanctions were abandoned on July 15, 1936, the Fascist
Government made it clear that as 2 consequence of the sanctionist
experience & maximum of economic self-sufficiency, military pre-
paredness, and political independence would be sought. The senti-
ment for economic autarchy found immediate expression in practice.
Industries established during the sanctions for the domestic produc-
tion of goods formerly imported were enabled to continue with the
support of the Government. Development of the East African terri-
tories was confined almost exclusively to Italian labor and capital.
New trade treaties to be negotiated with former sanctionist countries
were to be based upon the principle of bilateralism. Ioreign eom-
mercial debts owed by Italians at the beginning of sanctions were to
be liquidated exclusively through the proceeds of Italian export
balances which creditor countries would have to accept if payments
were to be cffected. o

Soon after the abandonment of sanctions, negotiations began with
former sanctionist countries for the purpose of reestablishing trade
relations with them. Since before the sanctions Italy was, on bal-
ance, a large debtor on clearing account, and since no payments were
made on these debts during the period of the sanctions, the Italian
Government found itself in a particularly favorable bargaining posi-

1 According to the list published by the Italian MInistry of Finanece on June 23, 1938, the 27 nonsanctjonist
countries were, besides Germany, Switzerland, Argentina, Drazil, United States, and Japan: Albania,
Austria, Estonia, Hungary, Icelund, Bollvia, Chile, Ecundor, Guatemnala, Nicaregua, Panama, Paraguay,
Peru, Urugtsy, Venezuela, Afghanistan, Arab‘a, Chins, Manchukuo, Yemen, Morocco.

2 Durlng thi:sscarch for substitutes a new textile iber, *Lanital,” ebtatned from the casein contained in
skimmed milk, was developed as a substitute for wool; 8 process was developed for the use of straw in the
production of cellulose and paper stock; wool, jute, and cotton fiber were replaced by rayon and hemp;
mixed intogasoline, alcohol tfistlllcd from wine, rie¢, and sugar beets was used as motor fuel; gasoline englnes
were lubricated with castor oil, of which [taly isa large producer; and dosmestic production of p.etroleum and
coal was greatly intensified through the activity of s new concern, the ' Azienda Italiana Carbonl.” The

production of substitutes (rom domestic materials was begun by Industries forved toeurtall operatlons based
oxclusively on impo ted raw materials. .

“Corporate commHtees,” boards representing workers and employers within a given occupational group,
and a number of “'ent{" and ‘'consorzi”, | organizations of producers similar to the German Kartelle, were
established to facilitate the more efficient orgunization of certain branches of Italian industry. The most
Important among these organizations were the corporate committees en natfonal fuels, glass and ceramics,
wool and silk; the natfonal enti for silk, cellulose, paper, and leather; the National Cotton Institute, the
Government office for mineral olls, and the “consorzio’’ for serap iron, which were entrusted with the mass
purchase of the respective commodities nbroad and with their allotment to domestic consumers.

2890914—41—4
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tion when the negotiation of new trade and payment agreements
“began® Throughout the negotiations Italy was able to adhere
strictly to the following prineiples:

(1) Payments for Italian imports must be made through exports
so as to maintain at all times the equilibrium in the country’s com-
mercial balance;

(2) All agreements with countries which are creditors of Italy
must provide that Italian exports exceed imports by a certain stated
amount to be used for the gradual liquidation of old commercial debts.

Since Italy was & debtor in most instances and since former sanc-
tionist countries appeared eager to restore trade relations after the
abandonment of sanctions in order to resume their sales on the Italian
market, the Italian Government was able to impose its own terms in
almost every instance.®*® Between the end of 1936 and the first months
of 1937, Italy thus concluded trade and clearing agreements with
most of the former sanctionist countries.* During 1936 new clearing
agreements were also negotiated with some nonsanctionist countries,
notably Germany, Switzerland, Hungary, and Iceland. Of the new
agreements concluded after the sanctionist period some had a pro-
visional character and were to run for only comparatively short periods
until final accords could be concluded. All the new agreements were
to be administered by the National Foreign Exchange Institute
(Istcambi).

On October 5, 1936, in line with the action taken by France and
other Kuropean gold bloc countries, Ttaly devaluated the lira by about
40 percent (decree-law of Qctober 5, 1936) through the reduction of
the gold content to 0.04677 grams of pure gold, and thus brought the
value of the lira in terms of dollars back to the parity of 19 lire to the
dollar, at which rate it had been fixed when the lira was stabilized in
1927.%  The devaluation of the lira led to some alleviation in existing
taniff rates. The 15 percent surtax on imports established in 1931 to
counteract foreign currency devaluation was abolished by royal
decree-law of October 5, 1936. Export subsidies were also abolished

and the tourist lira was made to approach the value of the official
Ttalian currency.

To prevent or to diminish immediate increases

d ) 3 in domestic prices
and costs, a series of reductions of specific duties u

pon commodities of
1 When sanctions were imposed all existin

& trade and clearing agreements w ics had
f,’;’,,";,“:j,ﬂ‘{?fgs S‘ﬂ:%“gl‘glcﬁg&' the accounts, which in most ansos howed g (.Ersed lit;t %ﬁ?ﬁg‘iﬁﬁﬁﬁgfﬁrﬁ for-
and November 20, 1935 (Gas 3:‘::00“-"“? to provisions contained in the ministerial decrees of November 11
that, whonever die, Aot o LUfficiale, November 12 and November 21, 1035}, These decrees provided
interes : : 1ts owed by Italian importers were to be paid in lire, into speeial, blocked, 1on-
mnégﬁbtm bearing accounts at the Bank of Ita J necin,, biocked,

H - -
conneetion s ielivered on May 13, 1037, Count Galeazzo Clano, the Italian Forelgn Minister, sald in this
tradebut * * = wcrgl:lctocrm?mom Wasanfounced, * * * we were disposed and willing to resume
exports and not with [orelen oimhned to limit Imparts to necessary commodities and to pay for thein with
Tothatend we * * * based all pos * We would buy only from those who would buy from us.
exchange Fnyments at all would b new negotlations upon the {ollowlng unalterable conditions: N o foreign
only throtgh an excess of oy tsﬂ made to liquidate old commerela) debts. Arrears would be lquidated
established such as to mnke pomibi the EPOTLS. A relationship between cxports nod fmports would be
materials and 1o manufactured e the creatfon of an export surplus. Imports wonld be limited to raw
modiLies found to be not reee “m]' semimanufactured articles of particular importance. Imports of com-
from n quotation in: Mazzel, ‘J'“ é‘o pfgl' gloemlimllan economy would be rigorousiy prcvcn'ted." (‘Franslal
s",‘,ia:i. Julv 1937, p. 638), ’ ca economica internazionale, Rivista Internazionale di Scienze

w P i
m(lzgﬁ‘{ﬂgm!g: l‘l‘g(;:?;hmntge‘ggcr of ghc slenature of the agreement, the principal countries with which
slovakia, Sweden, Poland, Lithy "i"nc ttded after the abandonment of sanctions; Franee, Greeco, Crecho-
Bl Graden: Pottugil ﬁn %, Bulgarla, Yuposlavia, Finland, Estonia, Denmark, Great Britain
ceonomica internazionafe. 19%7 f"?. é\t‘therl:mds. Rumania, Argenting, Seo Mazzei, Jacopo, Politica
conomica internacionale, 1037, p. 0 o More agfltailed enalysis and a complete list of the clearing af

# Decreclaw of October 3, 1938, Gasretis Umi‘rfnfe, 3%115;22?111‘915 see ch. 111 of this report, p. 56 T

ly. Of thése payments no notification was to be made Lo foreign
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large consumption, especially foodstuffs, were effected.¥” The most
important duty reductions were those on wheat and flour, cattle and
meat, eggs, coal, coke, bacon, lard, and raw cotton.® About a month
later, by the decree of October 30, 1936, further duty reductions were
made.® By the decree of January 23, 1937 the duty on wheat was
further reduced to 18 lire per quintal, or to one-fourth of its amount
at the beginning of October 1936. By the same decree further reduc-
tions were also made in the duties on corn and corn flour, wheat,
wheat pastes, bread, and agricultural machinery.*® Finally, by an
executive decrce of October 5, 1936, the prices of many articles of con-
sumption, rents, and public utility rates were fixed in order to prevent
their rise after the currency devaluation.

The series of measures affecting the tariff was continued on Decem-
ber 30, 1936, by an executive decree establishing a commission for the
revision and modernization of the Italian customs tariff.** The com-
mission, presumably, was to maintain the system of general and con-
ventional tariff rates, of specific rates of duty and of coeflicients of
increase. Its work was expected to be concerned mainly with im-
provements in tariff classification looking toward the adoption of the
general tariff classification proposed at Geneva.*

As was Lo be expected, the devaluation of the lira stimulated Italian
export trade. The expansion of exports yielded Italian exporters
large credits in clearing account (more than 300 million at the begin-
ning of 1937) for the liquidation of which, by royal decree-luw of
January 11, 1937, commercial bank advances were authorized.®
While exports increased, however, imports also soon began to rise
sharply, mainly as a result of the need to replenish stocks of raw ma-
terinls greatly depleted during the sanctions, of a poor harvest in 1936,
and of the already mentioned lowering of some tarifl rates. This
rise in imports and an increase in domestic costs, which lessened the
advantage in exportation, soon restored the situation existing before
the currency devaluation.

It gradually became elear that the policy of economic self-sufficiency
which continued to be vigorously pursued and which resulted in even
higher domestic prices, would make necessary a continuation of the
existing system of trade and exchange control for an indefinite period.*
Apparent alleviations were introduced in existing control measures in
1937 and 1938, such as the opening of free accounts for foreign coun-
tries, the mobilization of old clearing balances to the advantage of
exporters, and the permission given to certain categories of exporters
to dispose of part of the exchange obtained through their sales abroad
for purchases of foreign. raw. materials needed by their industries.
However these measures are to be regarded as a correction of the

¥ Deeree of Octoher 8, 1936, Uazzeta Ulfficiale, October 8, 1936,

3 7The duty on wheat was lowered from 75 to 47 lire a quintal, that on cattle was reduced by about 45 per-
cent, the duty on fresh and frezen meats was reduced by ﬂg‘ferccnt, that on olive ol] by 46 percent, thet on
oges by 04 percent.  Bacon and lard, on which the duty had amounted to 180 and 130 lire per quintal, were
pow ardmitted duty-free, ‘The specific duty on coal was reduced [rom 10 to b lire per ton and that on coke
from 42.50 to 30 lire per ton.

» The duty on wheat and corn was reduced to 32 lire per quintal, on wheat flour to 48 Jire, on corn flour
to491ire, on wheat pastes to 66 lire, on bread snd cakes to 6 1ire.  (See Gazzelta Ufficiale, November 2, 1934,)

4 Sop Gazzeta Ufficiale, January 30, 1937. Another effect of the devaluation of the lirn was the establish-
ment by royal decree-law of Juhuary 23, 1837 (Gazzeita Ufficiale No, 225) ol an export duty on olive oll amount-
ing to fire 150 per quintal, The reason for this was the greatly Increased demand for Ttalian olive ol] after
the devaluation of the lira, o demand which threstened to ralse the domestic price unduly,

1 Gazzette Ulficiale, March 1, 1937, .

41 See Mazzed, Jaco])(}. Politiea tco;:‘t:smlca itterna zionale, 1937, p. 650,

1 Gazzetta Ufficiale, January 14, 7.

41 Bee chap. lérl of this report, p. 27 fl, for a more detafled discusslon of Italy’s current sell-suflicicocy

program?
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existing system of control 1ather than as an alleviation since they point
toward its establishment on a more lasting basis and not to its aboli-
tion,

Enough has been said about the Italian system of trade and exchange
restriction to make clear ifs origin and essential nature. A detailed
analysis of the mechanism of control as it actually functioned in Italy
before the country’s entry into the war in June 1940, is presented in
the next chapter.



CHAPTER III. THE ORGANIZATION OF ITALIAN TRADE
CONTROL AND EXCHANGE REGULATION

INTRODUCTION

As the discussion so far has shown, the fundamental goal of Italy’s
economic policy even before the beginning of the present war, was to
achieve within the shortest time possible the highest possible degree of
cconomic independence. The country’s whole economy is, at present,
directed toward that end. The “Battle of Wheat” and other govern-
mental efforts aimed at the attainment of self-sufficiency in agricul-
ture have, of late, been greatly intensified. In several important
instances governmental regulation has been extended to consumption
in an effort to win independence from foreign sources of supply. Thus,
sinee 1937, no pure wheat bread, but only “single type” bread made
from flour which must contain a high percentage of the wheat milled,
may be sold in Italy. The importation of coffee has been severely
restricted and its consumption discouraged through a persistent
official anticoffee campaign. Wholesale and retail prices have been
subjected to rigid governmental control which at present extends to
most commodities of commercial importance.! In the industrial field
the establishment of new manufacturing plants to produce commodi-
ties formerly imported has been encouraged. Whole new industrial
areas (suclh as that at Bolzano) have been developed to give effect to
the sclf-sufficiency program, and hundreds of millions of lire have been
spent for the equipment of the new factories.

The movement toward greater economic self-sufficiency has, of
course, found expression in the country’s foreign trade policy. As the
preceding discussion has shown, both foreign trade and foreign ex-
change were strictly controlled by the Italian Government even
before Italy’s entrance into the present war. No foreign trade or
exchange transaction of any significance can take place in Italy if
it does not fit into a general prearranged governmental scheme, the
underlying purpose of which is to limit imports to approved com-
modities and quantities and to pay for such imports as far as possible
through commeodity exports.

To facilitate an understanding of the details of the Italian system
of trade and exchange control described hereinafter, the analysis is
divided into four parts:

1. The control of imports.
II. The control of exports.
III. The control of the foreign exchanges.
IV. Payment agreements and clearing agrecements.

1 Largo scale governmental price control in Italy goes back to the fall of 1935, Before that date only the
prices of wheat and of & few other commodities had been subject to Government control. In October 1935
a Central Price Control Committee wasestablished and entrusted with the task of stemming the tide of rising
prices during the Ethiopian war and the League of Natlons’ sanctions by controlling the retail prices of 21
foodstufls of wide popular consumption. A year later, when the lira was devalued, the powers of the Com-
mittes were enlarged to include almost all price categories. In April 1937, finally, the task of domest{e price
control was assumed directly by the Ministry of Corporations, which now fixes by decree the maximum
prices which may be charged in Italy for 8 wide varlety of commercially important commodities,

37
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THE CONTROL OF IMPORTS

The beginnings of the present stringent _governmental_control of
Italy’s foreign trade go back to 1934. During the following year, a
system of restrictions was adopted which, though subsequently modi-
fied, is essentially that in force at present. The most important part
of that system is concerned with imports. Strict control of the volume
of imports is intended not merely to contribute to the maintenance of
equilibrium in Italy’s balance of payments, but also to aid in effecting
the Government’s policy of economic self-sufficiency and military
preparedness.

Under the system of import control in force until January 1, 1940,

imports into the Kingdom took place under one or another of the:
five following import regimes:

1. The “regime a bolletta’” (customs receipts procedure).

2. The system of ministerial licenses.

3. Government (or Government controlled) import monopolies.
4. Imports under private compensation agreements.

5. Commodities not subject to import restrictions.

The “regime a bolletta’’ (customs receipts procedure).

This method of import control, one of the earliest of the nontarift
trade controls to be adopted in Italy, was in effect from 1935 to
January 1, 1940, when it was abandoned after having gradually de-
clined in importance. It consisted essentially in confining the im-
portation of certain commodities to stated percentages of total quanti-
ties or values thereof imported during a previously sclectod base
period,? the year 1934 being chosen by the authorifies as the base
period for import quota calculations, Before July 1, 1938, when an
mmportant change was made in the system,? the Ministry of Finance
prescribed, at the beginning of each quarter, and for each commodity
subjected to the “bolletta” regime, the percentage of 1934 imports
which could be currently admitted into the country. Importers
wishing to import commodities on the “bolletta” list could do so by
presenting to_the customs authorities the “bollette doganali” (cus-
toms receipts) obtained for the importation of the same commodities
during the corresponding quarter of 1934. Such 1934 customs re-
ceipts (whether or not the firm presenting them had been the actual

importer) were accepted as representing the amounts imported b
each firm during the base period. The official quota perceﬂtage Wa?;
it_hen aplphed to thl_e:e 19}?4 quantities, and in this way was determined,
or each commodity, the amount which indivi

el oty each individual firm could

Import control by the “bolletta” meth . o
disadvantages. While the procedure ethod, however, had certain

A Nevan TOV1 jecti ;
of allocating to individual firms theirgha,v;-ge(iinaalg Eﬂf&%ﬁﬁﬁﬂlﬁ
quota for any given commodity, it had the serious defect of tenging
to limit the current activity of individug] businesses in pr 0p01‘£.ion i
1 For the legal cnactments establishing

the system, see the royal d
Junc 28, 1935). For notice of its termina 1 yaldecree of June 28, 1035 ( Gazzella Utfficlale,
P. 576. tlon seo Bolletiino di Informezioni Commereiali, Decomber 1:’51? 1039,
: ?cﬂ ™. 30 of thzgs{g‘)ort. dor th
mports perm c under the quota were for: §
frontier upo?, pmsmmuog of thoilmportcr's cusmltr]llesﬂr{! (;lelllrt‘lélsoﬁ’zreg igllrsg‘:.l mhy rttl;u customs oflieials at the
custamns auth oritles lfsge special certifieates (fogli di acereditamento) statinr;oth . Alter Januery 1, 1038,
asis of eustoms receipts presented previously by importers, This innovati 6 quotas allowable on the
accumulation of annotations on the customs receipts themselves votlon was made necessary by the
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their past performance. It thus hampered the development of new
enterprises and tended to perpetuate the pattern of Italy’s import
trade with other countries in the base year, without regard to sub-
sequent changes in the structure or dircction of that trade. Under
a rigid application of the quota system, the newer or more aggressive
firms had little opportunity for growth, while the older concerns often
found themselves in an exceptionally advantageous position, some-
times wholly out of proportion to the rate of their current activities,
The procedure, moreover, permitted the creation of privileged posi-
tions through the accidental fact of large importations in the base
period. Since the customs rcceipts which were accepted as proof
of past imports and upon which current ailotments were based were
readily transferable, there was a strong temptation to sell them to the
hli]ghest, bidder if they could not be used by the firm which possessed
them.

These difficulties and a desire for a more restrictive system of control
contributed to bring about a gradual transfer of many important
commodities from the “bolletta’ regime to a system of import licenses
without automatic prescription of quotas for individual importers,
When the bolletta system was first established early in 1935, the lList
of commodities to be imported under it was substantially longer than
that of commoditics to be imported under import license. The
bolletta quotas then were about 25 percent of the quantities of 1934
imports, except that for countries with which trade agrecments had
been concluded they were in most cases equal to 100 percent of 1934
importations.® Subsequeént revisions of the bolletta list progressively
transferred items to the import-license list and reduced the quotas
for the remaining items until they amounted, in most cases, to only
10 percent of 1934 imports, with none higher than 20 percent and a
number reduced to zero. Thus imports subject to ministerial license
came to constitute the greater part of the Italian import trade.

Gradually, basic quota provisions under the bolletta system were
also greatly altered in their application to individual countries. When
sanctions were applied in November 1935, all quota-list imports from
sanctionist countries were made subject to license, the licenses being
granted only for essential raw materials and for a few other commodi-
ties considered indispensable. When, after the removal of sanctions,
quotas were again provided for former sanctionist countries, they
were based on the values of imports in 1934 instead of on quantities,
as formerly. Since prices were generally higher than in 1934, this
change automatically reduced the guantities that could be imported
from former sanctionist countries. )

Beginning with July 1, 1938, the bolletta system was applied only
to imports from countries with which trade agreements had been
negotiated. These agreements specifically determined the percentages
of 1934 imports to be admitted annually from the country in question.
Countries with which Italy had no special agreements could not,
therefore, export to Italy commodities coming under the bolletta
system. Moreover, for & number of important countries, the com-
modities ordinarily included in the bolletta list were partially or
totally brought under the license system. Thus, to Japan, the Baltic

& In its administratfon the bolletta system thus appears to have besn more comPlicuted than the foregoing
dlscussion suggests because of the inclusion {nto it of a system of quantitative {mport control by country

of prigin.
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and Scandinavian countries, Spain, the United States, and the Soviet
Union, the bolletta system did not apply at all. For countries to
which the bolletta system did apply, imports were usually admitted
at the rate of 50 percent of the values imported in 1934, higher quotas
being sometimes granted for short lists of specified commodities. Only
Germany could import 100 percent of the quantities imported in 1934,
and thus occupied an absolutely favored position.® Commodities
still subject to the bolletta procedure, even though as numerous as
those subject to the license system, were, before the termination of
the procedure on January 1, 1940, of secondary importance.”

The system of ministerial licenses.

The system of ministerial licenses was originated in 1935 and grad-
ually extended to an increasing number of commodities. Since
January 1, 1940, a ministerial import license has been required for
the importation into the Italian Kingdom of all commodities with the
exception of manuscripts, newspapers, and coins, for which no special
import restrictions exist, and of certain other commodities, described
in the following pages, which are subject to special import monopolies.®
The value of the commodities imported under such monopolies was
equal, in 1938, to about 50 percent of total Italian imports, practically
all the remainder representing imports now under the license system.

The principal difference between the bolletta and the mimsterial
license systems scems to have been one of administration. Under
the bolletta method the total imports of the commodities subject to
such control to be permitted were fixed by the Ministry of Finance as
a percentage of the corresponding imports in 1934. This percentage
was automatically applied to determine the permitted quota of
imports of each commodity by individual concerns. The ministerial
license system permitted greater flexibility in distributing the total
quota among individual importers, the Import Advisory Committees
being set up to aid in exercising this discretionary control more
advantageously and to assist the Ministry of Trade and Exchange in
controlling the commodity composition of Italy’s import trade.

The procedure adopted in issuing import licenses is as follows:
The Ministry of Trade and Exchange establishes periodically a global
import quota for each commodity subjected to this import regime.
This quota is arrived at after the national need for each commodity has

been determined by the Ministry with the advice of 10 special Import

: §I‘et? J‘iﬁt?‘:i'ﬁ iur l?ﬂ?ot"!ﬁﬂ; des Changes en Italie, 1. 36.

e latest list published by the Ministry of Finance eontained about 400 co i ich the
bol!ngtnts'yswm still t\\pplmd. These included mainly semifinished and ﬁnishu?mﬁmﬁtﬁ}ghﬁgx as
fﬁ;l?"ﬁm}rﬂgs ‘?(f,fﬁ’;gl‘g;;;‘g "‘:l{“'flﬂii’ np[lmrvl_. iron, stcel and copper manufactures, watches and seientifle
pngxcr:;llancu;‘nctlum& ,h . » Porcelaln, glassware, various cheinicals and drugs, and o variety of rubber and

sec the Circular of the Ministry of Finance No., 237, of June 12 1038 {eflecti d
(poise the Circular of the Min 1 - 237, of June 12, eflective July 1, 1038), also reprinte
;:33,11";} Co&px;zaorei% Lo the. 1:13 2. 1938, Bolietlino di Informazioni Commereiali of the Istituto Nazionale Faseists

¢ regulations concerning the Italian import regime
w%‘mrr::ehquont. eslx)wcinlly t?s regards commercial a;:grus»mguﬁew{'sii%egfe‘;gyc&?ng?&& Tnterim aiterations
039? :nges subsequently made, see Bolleltino di Informazioni Commerciali, January 7, April 1, Junc 24,

% For the legnal enactments establishing the syste 4
March 30, and June 25, 1033 (Gazzeita [‘5' :tialz‘. F(Egr‘g;g'ﬁ%ttx{igmsfsj?:etgg r{)g:g%l) decrecs of February 16

1'1;1!;0 ;\:a[tit-s_t ::or_n;;l%tp list of t\l_m commoditles subjected to ministerial import licenses is given in the Circular
gh Je A mst ry of Fipance, No. 237, of June 12, 1938 (eflective July 1, 1938) reprinted in the Supplement to

%o?é{fﬁlgéssdis;c g{::ﬁ‘f Bo!l&ﬂrlno di Informazioni Commercial], Pl
rgt 19:‘:!9. qQ ¥ made In this list, see Bolletting di Informazioni Commerciali, Januory 7, April 1,

Notiee of the termination of the "bolletta® regime on Janua

" b 1, 1940, and of the extensi temm of
licenses to all former **bolletta” commoditie oo Ty of the extension of the sys
ber 16, 1939, p. 576, oditles was glven in: Hol

iettino di Informazioni Commerciali, Decot
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Advisory Committees.? These committees, each of which consists of
about 10 representatives of various economic groups (labor, merchants,
and manufacturers) chiefly concerned with the importation of a given
commodity or class of commodities, not only advise the Ministry
upon the total amount to be imported but also allocate appropriate
portions of the total national quota to the various interested Federa-
tions (the trade nssociations of the Fascist corporate state) of mer-
chants or manufacturers. The Federations in turn apportion the
share in the national quota granted to them among the individual
firms which compose their membership, after approval by the presi-
dent of the Confederation with which the individual Federations are
affiliated. If the president of the Confederation disapproves, the
Minister of Trade and Exchange decides after again consulting the
appropriate Import Advisory Commitfee.'® Each firm may then
request an import license corresponding to the allotment assigned to
it by the Federation. These applications by individual firms are
presented to the Federations through the Provinecial Councils of
Corporations.®* The allocation of parts of the national quota to the
Federations and the further assignments made by the Federations to
individual firms were ordinarily made on the basis of customs receipts
showing the amount of a given commodity imported during the
period chosen by the Government as a base for its computations
(ordinarily the corresponding quarter of 1934). With few exceptions,
the actual import permits are finally issued to the individual firms
by a special Office (Ufficio divieti) of the Ministry of Finance upon an
order of the Minister of Foreign Trade and Exchange. It is only
after the actual import permit is thus issued that a given importation
may take place. Italian trade control authorities thus have complete
discretion in the granting of licenses, no importer having a richt to a
license. The granting of import licenses has, in fact, been declared
to be not a right, but a concession of an administrative and proc-dural
character, which can be revoked at any time and which is not
assignable.??

On the whole, the system of import licenses has, from a technical
point of view, thus far functioned fairly smoothly. Its main draw-
backs are the mass of administrative work which the procedure
entails, and the consequent, inevitable delays. The Ministry of Trade
and Exchange to which the administration of the license system is
entrusted was forced to establish 2 new Division for Import Licenscs
which did not exist when the Ministry functioned as the Office of the
Under Secretary of Trade snd Exchange.’® ]

Attention should again ’* be called to the fact that a uniform 3-per-
cent ad valorem fee is currently charged on all importations made under
the system of import licenses and that in some instances Government
departments other than the Ministry of Trade and Exchange, und
special semigovernmental agencies, control, or at least have an

® Giunte Corporalice per la Imporlazione. Sec ch. 11, of this report, p. 30, for o goneral description and for
the names of the 10 committees,

1 Machinery and apparatus, by exception, are allocated to firms directly by the Impert Advisery Com-
mittee, the Minister declding any disputes that may arise.

it Established to supplant the former Chambers of Commerce by law of April 18, 1928 (Gazzetia Ufficiale,
May 10, 1928) and then called Consigll Provinciait dell’Economia. Thelr present name (Coasigli provin-
ctali delle corporazionl) was given to these organizations by royel deerce-law of April 28, 1037, .

11 Ajthough the procedure outlined abovs is the ordinary one, it is not always followed in practico and
exceptions to it are believed to be numerous. )

1 [t {3 with this speclal division of the Ministry that the 10 aforementioned corperste Import Advisory
Committees cooperate.

" Sen ch. IT of this report, p. 28.
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important voice in decisions which. affect the granting of import
permits.!®

Goverrment (or Government conirolled) import monopolies. ]
Besides controlling imports tlirough quotas and import licenses
(the issuance of which is under the direct authority of the Mmls_try
of Trade and Exchange), the Italian Government controls the im-
portation of a number of important commodities through speclal
egovernmental or semigovernmental agencies to each of which a

monopoly for the importation of a certain commodity (or commodities)
has been granted.

When the present system of import regulation was established, a
number of commodities had long been subject to control by govern-
mental import and sales monopolies for revenue purposes and for
the protection of public health, Government revenue monopolies of
long standing include tobacco, salt, cigarette paper, and matches.
Of late, automatic lighters (suiajected to monopoly because of their
competition with matches) were added to the list. Quinine, on the

13 Applications for lcenses to iImport gas masks are made to the Chemical Warfare Division of the Ministry
of War., (Royal decree of May 20, 1933, Gaczelta Ufficiale, Octobor 24, 1933.)

A general Commissariat for the Productlon of Arms (Commissariato Generale per 1o Fabbricazion di
Guerrp) centralizes the grocedure for imports needed by the artns industry.  (See decree of the head of the
Government of September 23, 1935, Gazzelia Ufficiale, Getober 10, 1935, and royal decree-law of July 14, 1935,
Gazzelte Ufficiale, July 31, 1035, which established the Commissariat.)

Radio receiving sets and their parts are subject to aspecial tax. Permits indicating that the tax has been

pald must be obtained from the Telegraph and Radio Inspectorate of the Ministry of Communications
countersigned by the General Tax Oflice,

e | fore imports of such articles may be eflected. (Law of Jannary
8, 1931, Gazzetta Ufiiciale, March 24, 1931},  Until April 16, 1936, Inclusive, similar permits were required
for nontaxable radio apparatus. Alter that dato such apparatus was included in the permit list of the
geheral import regime.

Of special importance is the interministerial Comm
i{shed in 1934 under the chalrmanship of the Ministe
Lhelrhpr%t}?cttsﬁ. ln,t\pgrl.s of L'ljese co[r:nuudities woer

y the Ministry of Corporations after consultation with this committee, (Royal decres-lnw of Nov. 2.
1933, Gazzetta Uffficiale, December 30, 1933, and regulations for same in royal deerce of July 20, 1934, Gazzeftn
Ufficiale, August 16, 1934). This import regime varled somewhat with the commodity and the quantity
imported (arts. 1 and 2 of the first decree).

The Ministry of Corporations may also fix import quotas for
which permits are then issued and alter such quotas by decree, i
no permits are required. (Royal decree-law o? Deeemge Srevt U oW spcmﬁcd ey

T 2, 1934, Gazzelts Ufficlule, December 13, 1934.)
Some cotnmodities, for exaraple, colorless mineral oils, vaseline, pérnmn, and {fetroleum coke were excepte
from the import permit regime until all exceptions previously made were abnhshed. (Colorless and trans-
{ua%e;)llrlés g; ro:ym} ((llcml&&; oifl\gay 27E ;gas.gﬂazzama Ufliciale, July 23, 1935; vaseline, paraflin, and petro-
o royal de B of Augus 1037, Gazzetla U
Lute in 1635 there was authorized the establ Y Pootae. Sentember 2% 1947.)

lishinent Pg } s N
Liquidi) at the Ministry of Corporations. This E}?ﬂgg ?rl chrolonns Ofteo (Uliclo Speciale Combustibll

as created to issue im dinate
forcign and domestic supplics, and to organize purchasing offices abrond. (Iloynlrt)l%?regﬁl;\la'i?f (gg?;ber 24
1835, Gazzetta Ufficiale, November 9, 1935). By June 1937 this offico had alded the scm.l;zovm-x:mmntﬂ;i
A.G.L P, (Azienda qﬂnemle Itallana Petroli) in concluding a elearing agreement with Rumania and put-
c;msix‘ug agreements with Albania and Iraq. In order to Hmit the demand for mineral oils In emergencies,
the Techuleal Couneil of the National Association for Fuel Control (Cousiglio Tecnleo dell’ Associnzione
?J?ﬁg?tﬂglcsr;epr L(i:lznc&gll;glki ggtg)latgt;clrr\l?usuoae) vivas iinstrucbed by royal decree-law of May 17, 1038 (Gazzells
) r i4, se suihorization for the installat {
gﬂ;ﬂrgly rrgaéégtixgtmgluaau?t inbmeachant ships) unless such !Lml%?n‘é’fgﬂL’ﬁ'?f,“i‘m"{Jé{{’,ﬁ%}‘.f]’}’sfﬁﬁ?s-
. ‘er¢ based upon powers given to the Council b 1 deeree-l: f July 9
1936 (art. 18). For tho purpose of attuining greater national self-su(li i1 Tayuid Ttels. o Corporate
i clel : te
RS S, S (ol i b e Lomuitil T B T
E&rlli:iﬁ. Gazzelta Ufficiole, February 3, l!?!!B%lr 7 loereo of tho bead of the Government. {Decreo of Janusry

ittee for Mineral Ofls (Comitato olif minerali) estab-
r of Cotrporatfons to eontrol the tradoe in mineral oils and
¢ subsequoently subjected to import permits to be issucd

inally, early [n 1934 a committee (Comitato Nazionale

X I'Industria dei Colorl lcf) wes
pstablished at the Ministry of Corpoati r Sor Drganiel Blntotic
organicsynthetle dyes, and {;5 ol August 75, loay seracive f

of Col lve functions concernin importation of
e synthetlc dyes,ond| dchrLfol‘August?S). 1934, the Ministry subjected the congntlgsiltlesp?nl uestion
docreopgives a list of the ’t;ommctl;fi‘ii;wcggc{:‘:gggrx;}g?élll%" ?uzlzma Ufficinte, February 13, 19345 This
consuliaion i this soeclalcommihise the"Minns o Boocdss outers and plitrs ks At
o

the salo in Italy of synthotic organio dyes ufh?n errlgo‘ti?er;;‘tlllégll ;t Color! Organicl Sintotici) to manopolize
o St onl o o eresan il B S Bt 1
B, Wi ioue pesmie andstelsy ofthe iy of Corportione: st s che Aok
. 1

1937.) 0g this new committee, (See royal decree-law of Jnnuary 14,
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other hand, has long been a Government monopoly for reasons of
public health

Import monopolies organized after the establishment of the present
system-of trade and exchange control may be divided into two. major
groups: ’

Grour A: Monopolies administered by official governmental
agencies;

Grour B: Monopolies the administration of which is en-
trusted to semipublic or private organizations (in most cases to
the association of producers or merchants interested in the
importation of the commodity or commodities in question).

Import monopolies in Group A include the following:

1. Coal, coke, copper, tin, and nickel.—In July 1935 an import
monopoly for these fuels and metals was established. The monopoly
controls and allocates imports of coal, lignite, coal or lignite briquets
and coke, and of crude copper, tin, nickel, and copper and nickel
slloys and scrap. Its administration is entrusted to the supply serv-
ice (Servizio approvvigionamento) of the State Railways, which are
under the Ministry of Communications. '

2. Iron and steel scrap.—On October 11, 1935, Italian iron and steel
producers formed a Consortium {Consorzio Nazionale Approvvigiona-
mento Materie Prime Siderurgiche—or Capsider) to purchase and
distribute raw materials for their industry, principally iron and steel
scrap. In June 1938 the Government took over these functions.
The General Commissariat for the Production of War Materials
{(Commissariato Generale per le Fabbricazioni di Guerra) was author-
ized to determine the bases for the aliocation of iron and steel scrap
in harmony with a production plan worked out by the competent
corporation (Corporazione della Metallurgia e della Meccanica) and
approved by the Supreme Commission on National Self-sufficiency
(Commissione Supremsa per I’Autarchia).’® An organization (Ente
Distribuzione Rottami) was established with monopoly power to
take over the purchase and distribution of iron and steel scrap under
the supervision of the General Commissariat, which also determines
the firms that must join this Ente.!”

16 These revenue menopolles as well as the quinine monopoly are adminlstered by antonomous govern-
mental organizations. Recently the royal decrees of December 8, 1927 (Gazzetta Ulfficinle, December 14),
and of March 8, 1934, (Gazzefia Ufficiale, May 11}, established an Autonomous Administration of State
Monopolles (Amministrazione Autonoma dei Monopoll dello Stato, Azienda dei Tabacchl, def Ball, e del
Chinine) to control the importation, production, and sale of tobacen, 3alt, and fquinine, and until further
notico (art. 12) the importation and sale of sutotnatic lighters. The governing budy of this organization
consists largely of State oflicials. ‘The match monnpollv]. established on August 31, 1918, was abolished and
superseded by a cartel (consorzlo) of all the firms that had produced matehes for the monopoly and by the
levylng of a production tax. The monopoly was later reinstated, however (royal decree-law of April 6,
1025, Gazzella Ufficiale, April 15) and thenecforth governmental decreea preseribed from time to time the
packaging, sales prices, and taxes for the various types of matches. The monopoly for cigoretio paper was
establlshed by royal decreo-law of January 13, 1938 (Gazzefta Ufficlale, Janvary 31).

Varlous outlying districts of Italy are often excluded from monopoly control, such as Zara In Dalmatla
and some noninonopoly imports are permitted gpon payment of the prescribed monopoly taxes, such as
limited nmounts for personal use, and cornpounds containiog a monopolized materlal.  For such provisions
and exnct deflnitions of the monopolized commodities, the various measures cited, the respective tarif
numbers and their rates in the latest published Italian eustoms tariff, Turiffa dei dazi doganali del Re{mo
d*Jtalia in pigore ol £0 Magglo 1937, and, lor tobacco and salt, the law of January 21, 1929, Gazzelta Ufflelale,
February 26, may be consulted.

1T See royval decree-law, of July 28, 1935 {Gazzelta Ufficlale, July 31}, for details regarding the establish.
ment of this monopoly.

11 Royal deerec-law of June 28, 1938 (Gazzette Ufficiale, August 1, 1938). Bell-sulliclency plans based on
this de¢ree must be submitted to the Ministry of Corporations, which, after consulting ehe General Com-
missariat for the Production of Arms, issucs the required decrees,

¥ Royal deerce-law of June 28, 1938, As {ar as can be ascertained an ente is aimilar to s consortium,
except that tho inftiative in its establishment i3 taken by the Government. Mewmbership Is compulsory

and operations are on o nonprofit basis.



44 : UNITED STATES TARIFF COMMISSION

3. Qold, in bars, ingots, dust, etc—In November 1935 there was
established a monopoly administered by the Institute of Foreign
Exchange (Istcambi) for the account of the Treasury, to which was
entrusted the importation of gold in bars, ingots, dust, ete.?* The
Institute now exercises absolute control over both the importation
and the domestic trade in crude, semimanufactured, and manufac-
tured gold, with the exception of works of art, ‘

4. Bananas—In December 1935 & banana monopoly was created
under the supervision of the Ministry of Agriculture and Forests, the
importation of bananas being permitted only from Italian colonies.”

Group B (monopolies administered by semipublic or private organ-
izations) covers a substantial variety of imported commodities each
of which, with the organization pertaining thereto, is discussed below.?

A decree-law of April 14, 1934, provided for special governmental
import controls for oil-bearing seeds and nuts, wool, and coffee. For
these commodities there are now special boards (Giunte) made up of
representatives of the respective trades or industries. These boards
make collective purchases abroad under strict Government super-
vision.

1. Oul-bearing seeds and nuis.—A special board for oil-bearing seeds
and nuts, including copra (Giunta dei semi e frutti oleosi), makes col-
lective foreign purchases and is virtually an import monopoly. The
National Federation of Associations of Hemp Growers (abbreviated
to Federcanapa), among other functions, exercises an import. monop-
oly on hempsced.*

2. Wool.—When the Ministry of Foreign Trade and Exchange was
authorized on April 11, 1938, to regulate imports of wool in such a
manner as to assure the rapid uti%iza,tion of wool stored by pools
recently established to stabilize domestic prices, the existing wool
board (Giunta delle lane) which had formerly directed imports of
wool hecame mainly an advisory and administrative body though
retaining former powers to pass on applications for imports under

private compensation and to adjust imports by individual firms to
the value of their exnorts of manufactured woolen goods.

3. Ct’gﬂee.—Impc_;rts o{:? coffee arﬁ effectively controlled by special
unporting companies. For a number of years a company formed b
coffee importers, the $. A. C. I. 1. C. (S}tr)cieté, el .

: _ Anonima Compagnia
Italiana Ignportatorl_ Caffe), has controlled importations of It)zo%fr::e.
A special import regime was established in 1934,® under which the
company issued permits for transfers of coffee from storage ware-
houses and from there through the customs into consumption chan-
nels.” The company ope

rates under the general supervision of the
* Royal deerce-law of November 14, 1935, (Gazzetta Uffic
:l 'lggyal decr‘(.ac-law of Deccmbcr.?. 1935 (Gazzetia ?Jﬂicﬂiir;‘:kl')encgrvrﬁzenp ?;)19)'
i 1.et_tr.-nnr inﬁp«:tvmonoimly, as used in the following discusston, applies both to commedities the
S o s e 3 it whih e ooy Qefie! inlpublebe it il
: , on, ¥ private -
;ﬁg’é’ t?;}%hcgr(:;t;%%?n gﬁlm%s:rrg égﬁvcmmenlal azencirl to which full aﬁ%ﬁg 3331;33;&0 !t?.fqlf,ﬁ;lﬂﬁ;
gnted by the Government. B pe at of petrolenm and {ts derivatives for the importa-
the full wo f ']‘;Qshmu':t obtained by private importers from 2 speclal eontral government
i:g?ucs(vp_og audezloi\lae%rs& 25;‘ plfio :\O?rtgxem&r& iﬁﬁ}l?;‘:wer' not entirely clear, have not heen incl%ulufl in this
? %""‘f’g Uﬂiﬂialt. J}Ii\gll 10, ﬁ? 0" port, regime, se8 footnote 15, p. 42 of this report.)
' Roval decree-law of November 8, 1936, (Gazzella Ulfficiale, N
1 Royal decree-law of April 11, 1938 (Gazzetlg Ufficiale, Juiy 1%‘)‘?111%%1‘;1[2:11““ fi t its mnS;
g?:reb; ﬁ’ag% c:;t[ilr?gs-}glt] o(:é 2;2 ;@g;%wal ti)f wool [rom the paols by the Importer, "rrnrég'}foo s ;?3 admin-
Ister Dazionale ammassi lana) on which the wool board has a represents-
1 By circular No. 10030 of Tune 23, 1834, of the Minist f ¥f
1 For the details of this system see Cire of the Misace: '
Soptomtine dctells ular No. 327 of the Ministry of Finance, published in It Sole on
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Colonial Products Fedevation and the Drugs Federation,® gnd has
eflected most of its imports through private compensation or clearing
agreements,

Other import monopolies in Group B include:

4. Livestock and meat.—Since August 3, 1936, a company for the
importation of livestock (Societd Anonimsa per I'Importazione del
Bestiame) has controlled imports of cattle and hogs for slaughter,
and of fresh beef and pork, under the supervision of the Ministry of
Finance. The company was formed bi/l the Italian Company of
Importers and Exporters of Livestock, Meat, and Byproducts and
by the federations of agrarian consortiums and the federations of the
foodstufl industries. It also controls the distribution of these
products, its chief function bheing to stabilize prices.®

5. Grains.—After an earlier attempt to regulate imports of all
grains by a special committee,® import control of grains was limited
to wheat. Special wheat pools were established and a monopoly of
imposxts of wheat was assigned to the National Federation of Agrarian
Copsortiums (Federazione Nazionale dei Consorzi Agrari).® A later
decree subjected all commodities, domestic or forcign, used in the
preparation of bread or pastes (macaroni, etc.) by mixing with wheat
flour, as well as byproducts obtained from their milling, to the regu-
lations of the wheat pools; however, no special control over their
importation was established.®

6. Poultry and egns.—On July 1, 1939, two Government contirolled
companies for the importation and exportation of poultry and eggs
began their operations. The new companies, located at Milan and
Naples, were formed with the participation of all the firms in this
field, and were given virtual monopolies of the import trade. The
new concerns are to supervise exports and to be active in the promo-
tion of the export trade. The two companies may effect imports for
their own account as well as for that of the member firms, who are not
permitted to deal directly in forcign markets.

7. Cotton.—Karly in 1934 the existing cotton consortium, the ltalian
Cotton Institute (Istituto Cotoniero %taliano), was given wide legal
powers over many phases of the cotton industry, including the con-
trol of imports of cotton and cotton waste (but not of linters).? For
a time, imports of cotton were contingent upon exports of cotton
manufactures under complex provisions which have undergone con-
siderable variation.*

8. Leather and hides.—Since July 1939, imports into Italy of hides,
skins, and leather of all kinds have been permitted only through the
medium of five State .conirolled. monopoly companies. For all-of

1 These federations do not appear on the ava{lahle lists of federations. Possibly the drugs and colanlal
roduets subdivision of the Import Advisory Comimittee on Miscellaneous Products in the Minlstry of
‘orelgn Trade and Exchange is intanded.
¥ See Economic Trade Notes Nos. 66 and 115, Rome, August 13 and September 10, 1936, respectively, Jf

Sole of December 30, 1936, published ap order containing detalls concerning the establishment and functions
ol the company, and also of the Company of Importers and Exporters of Livestock, Meat, and Byproducts,
(Compagnin Iteliana Impgrtatori Esportatori Bestiame, Carni, e Sottoprodotti).

% Theroyal decree-law of January 17, 1935 (Gezzelte Ufficfale, February 9), establlshed a Grain Committes
{Comitatn del Cereall) atythe Ministry of Agriculture and Forests with authority Lo regulate Importa of
grain, to issue import pertnits, and to organize purchese and sales offices (enti). This committee was dis-
sohi'cd b}'l the royal decree-law of June 24, 1935 (Gazzette Ufficiale, June 28), which estahlished a systetn of
grain pools.

i Royal decree-lnw of June 15, 1936 (Gazzette Ufficiale, July T, which prohibited imports of wheat but
authorized the Ministry of Finance, in nccord with the Ministry of Agticuliure and Forests, to lssue lmnport
permits for wheat to the above-mentioned Federation,

11 Pecroe of the Minister of Finance of February 21, 1938 (Gazzetla Ufficiale, July 28), which also established
for the pools a special control offlce consisting of officlals of the Minlstry of Agriculture and Forests,

22 Royal decree-law of March 3, 1934 (Gazzetta Ufficiale, March 5).

3 The most important of these was that an exporter of cotton manufactures conld utilize 50 percent of the
Jorelgn exchange rece{ved for cotton imports with a possibility of so using an additional 25 percent later on.
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these products import licenses are issued as a rule only to those com-

panies which make purchases thus authorized in foreign markets on
behalf of members and dealers.® An assessment of 17} percent ad
valorem on imports of leather must be paid to these companies for
services rendered to their members and to importers of leather.
The proceeds of this assessment are to be used to build up a fund for

promoting the exportation of domestically tanned leather and Italian
leather manufactures.®® o

9. Cellulose.—The National Cellulose and Paper Organiza tion
(Ente Nazionale per la Cellulosa ¢ per la Carta), established in 1935
to control production under the supervision of the Ministry of Cor-
porations,” was also empowered, early in 1937, to control the im or-
tation and distribution of cellulose.® All users of cellulose must

now be members of this Ente, the decisions of which are binding upon
them.™

10. Lumber.—A special committee of represcntatives of the trade
(Comitato Interfederale del Legname) until recently issued permits
on its own special forms for all imports of lumber.# ‘

On July 4, 1939, the control of the importation of lumber was
intensified by the establishment of five importing companies, each of
which is to be given complete control over imports of lumber from a
particular source or region. Imports of lumber from all overseas
countries, including the United States, are to he controlled by the
“Compagnia Ligure per I'Importazione del Legname,” located at
Genoa. The four other companies, located at Naples, Venice,
Trieste, and Catania, are to control imports of lumber from: the
U. 8. 8. R., Germany, Yugoslavia, and Rumania, respectively.”

¥ The names of the five companles, in translation, and their locations, are as follows: National Consor-
tium of Tanning Industries, Milan; National Hide Importing Company, Rome; [talian Fur Consortjum
(furs only), Milan: Leather Consortism (cather only), Milan; Export Ofice of Italian Loather Gloves
(only for sheep and goat skins for the manufacturo of gloves), Naples,

3 Commerce Reports, September 2, 1930,
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11. Motion-picture films.—A monopoly for the importation of foreign
motion-picture films was established in September 1938, as the final
outcome of a serics of measures designed to regulate competition
between foreign and Ttalian films.** The monopoly (the Ente Naziona-
le per le Industirie Cinematografiche) now controls the purchase,
importation, and distribution of all foreign moving-picture films,
Imports under private compensation agreements.

The system of “private compensation agreements,” which in [taly
is now (1940) mainly of historical interest, is carried on by a balancing
of exports and imports among private traders. It can be carried on
only if importers are able to find exporters willing to place at their
disposal foreign credits obtained for their exports, the credits thus
obtained being used by the importers as means of payment for their
foreign purchases. Private compensations were originally introduced
in the hope that through them additional imports of commoditics
beyond the quota limits might be obtained for additional exports,®
It was soon discovered, however, that exports were shifted from the
traditional system to that of private compensation without any
appreciable increase either through the exportation of new commodities
or through export to new markets. The result was that imports made
outside of private compensations gradually failed to find as a counter-
part exports which had been originally intended as payment for them
and that the equilibrium in the commereial balance was thus threat-
ened. The search for suitable balaneing items on the part of im-
porters, morcover, gave rise to the payment of premiums to exporters
and to considerable profits for middlemen who made a business of
bringing importers and exporters together. These and other abuses
and inconveniences soon called for a more severe regulation of this
type of trade. In 1935 the number of commodities for which private
compensations were allowed was strictly limited by the Government.*
All imports under private compensation were subjected to license,
and a total import quota was fixed for cach commodity. For some
products this quota was in addition to the quotas provided for under
license; for other products. for example cocon and coffee, it represented
the total of s given commodity which could be imported since no
licenses for the importation of these commodities under any other
pracedure were granted. 4 _

After April 1, 1936, further important restrictions were placed upon
trade under private compensations, These compensations could then
be effected only within strictly limited groups of commodities, certain
well-defined import commoditics having to be paired with certain

12 See royal decree-law of Seplembwr 4, 1938 (Guzzetta Ufficiale, September 13) and royal decree of May 9,
1930 (Gazzetta Ufficiale, June 27).

4 Followinp the establishment of the import quota system early in 1925, trade under private compensation
was more carefiiHly organized and placed under the control of the Natlonal Fascist Institute for Export Trade
(I. N, E.). This Institute dirccted the issuance of im;)orl licenses by the Mlnlslrf' of Finance and {tsell
Issited the necessary export permits, calied “bencstare.”  (See ministerial decree (Finance) March 1, 1035,
Qazzetta Ufficials, March 4, 1435, which authorized both gencral and private compwnsations under conditions
to be subsequently established.)

The eonditions for the authorization of such transactions were defined by a Coordinat!ing Commitiee
established at the Export Institute, and in cases of urgency by this Commilier’s Executive *‘(Hunta”
agsisted by, the, Dircctor Genersl of Customs. The committee and the Glunts were establishrd by min-
istetial decrec{ Finance) of October I8, 1934, (Gazzelta Ufficigle, October 20, 1034, The Giunta conslsted of
three high officials from the Ministry of Corporations, the Export Institute. and Isteamobi.

4 Among the 24 permissible commmodities the most imporiant were: Olive ofl und other animal and vege-
table fats and oils, jute, cotton, rubber, serap Iron and steel, hides and skins, codflsh, meat extract, and cats,
Coffee and cocos were admitted into the country exclusively throuch private compensation.

15 [n a few instanoes private compensations were permitted without licrnse for commodities subject to the
“'holletta doganale' regime. In other cases authorization had first fo be obtalned from organizations other
than the Forcign Trade Ingtitote, as, for cotton, from the Cottan Institute, for wonl and ol seeds from the
respective Qinnte, and for raw hides and skins Irom the Federations of Hide and Skin Merchants and of
Leather Manufacturers.  (See I Sofe, April 3, 1036.)
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other clearly specified export commodities. On the import side there
were, generally speaking, raw materials (excluding those imported
under a special regime), and on the export side manufactured products
or products the exports of which had materially decreased during the
depression. Rubber products, meat extracts, and scrap iron and
steel, for example, the commodities listed ou the import side of one of
these groups, could be obtained from abroad through private com-
pensation only if a corresponding amount of canned vegetables (the
only commodity listed in the corresponding export group) could be
disposed of abroad. Other such groups were: Raw cotton, which had
to be paid for through the exportation of wines and silk manufactures;
jute, which was to be paid for by wines, hemp, and linen textiles; and
oil seeds, payment for which was to be made through foreign sales of
cheeses, artificial textile fibers (mainly rayon), and machinery.

After April 1, 1936, moreover, private compensations could be
cffected only after a petition for each transaction had been addressed
to the competent syndical organizations, the consent of which was
necessary to obtain final authorization from the Institute for Foreign
Trade. After such authorization was obtained, it was further pro-
vided that compensations could be carried out only through the
intermediary of six specially authorized large Italinn commercial
banks acting as brokers for the firms involved and as agents of the
supervising government authority.® Ordinarily only bilateral com-
pensation agreements were permitted; in some special cases, however,
permission was granted to effect triangular agreements. Private
compensations with countries with which Italy had general compensa-
tion or clearing agreements were not permitted unless these agreements
specifically provided for them. While League of Nations’ sanctions
were In effect the Italian Government exercised a strict control over
private compensations, mainly to prevent an undue diminution of the
amount of exports through which much needed foreign cxchange could
be obtained. The fact that exchange obtained for exports under
private compensation could be sold by exporters to importers in
compensation transactions for whatever it would bring, and that the
premiums at which exchange was thus sold were in some instances
igﬂf‘lr(i:riglé‘g I(Ilei::(lls f{urtl’iht?{ Government restriction seem desirable.
axcoed 20 perceﬁt."o 1at premiums paid to exporters must not

Thus narrowly controlled, the sys 5 :
tended, more and more, to lc’)se its gn;%ﬁagiep‘glvﬁf tﬁ:ﬂpensa?zﬁ:
devaluation of the lira in October 1936 pri{rute com lm:’ o in
general were prohibited except when sy peasaiions

r o3 when specifically provid b
clearing agreements containng reciprocal extra quoytaé) for t,h?sfl plfl-g;()sejz

* The Office of the Under Secretary of Trade and 2
The I?mtl‘me((llli N’iwoli. the Banco di Sicilia. the Banea E\::I\(;Hg;:t'\zﬁi d"g‘]h]a;gg:éaitl}:‘r ti;llhﬂriﬂ!(‘ Loy were_:
ng, the Credito Italiano, the Banco di Roma, and the Banca d' Amerij leaiia, > Commerciale Italia

17 Such premiums on exchange obtained throuch pri pensation L iiia

lirn price of Imports. Since in mony eases imports mm;‘q?:ﬁ sompensation tended., of course, to incrense fhe

d ; sisted of raw 5 oy .
Rﬁﬂ]l;gtegft?ulrr:gr:?ﬁru;e price l{)[ exportnble manufactired :[-([x::‘mlggf?i?: k‘,’.ﬁ‘fﬁ’.’.‘f f N pre‘t(n fums ummgte#
e change exen bigher e pannge more diicull, This in turn tendeq to e ys LAKS EXPOrLS ol o
t{atinnrh oo ihich rnlloc-‘ {‘l'l}lib circle, however, wug eradually broken thmu"l? lql-remiums ol 1‘(’Im s
anthortice (mainly the Omo:mf the abandonment nf sanctions, the vigilanea of the § tw gecrease In nteri
Sereied b The a!l'orememibnn ) (le Under Secratary of Trade and Pachanges, and fhn erested Rovernmen

E 3 ed slx laree commercinl banks thro h whi ¢ moderating Influence
hc“clqmred.[m e Ugh which a)l such transactions had g
m;n‘ii?;u lop%rznnncic;: ;‘;xﬁgﬂﬂﬁd by private compensations during the riod of th Iy
rying out its counlt'rsanctingi.':t ];‘:ml)ensnuon transactions. These, it is said, w eﬁ‘alnctlons when Ita ’.
sanctionist countries Authnr‘imzi p:mm—to Exlart to the sanctionist countri ¢ pool to aly in «ut
\fé y mmercial banks canld directly po fles and jmport from nen-
Mémoire gur le Contrdle des Changes en Nalir, D5 ¥ permit this type of transaction. See
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and except also in trade with certain South American countries.®
With these overseas countries, however, private compensations were
discontinued in 1937 and at the present time such transactions are
permitted only with Japan and Manchukuo, the Netherlands Indies,
and the following countries with which Italy has clearing agreements
making special provision for this form of trade: Germany, Belgium
and Luxemburg, Norway, Sweden, Finland, Estonia, Latvia, Lithu-
ania, Switzerland, Yugoslavia, Bulgaria, Greece, Spain, Iceland, and
Liechtenstein. Compensations with these clearing countries are,
however, strictly limited to extra-quota transactions and are subject
to the previous authorization of ?stcambi. All payments involved
must, furthermore, be made through the existing clearing accounts.®

Commodities not subject to import restrictions.

The list of commodities for which no import restrictions are imposed
is very short. It includes, at the present time, only manuscripts,
newspapers, and coins of gold, silver, and copper and its salloys.
Printed books, bound or ungound, and printed or lithographed music
may be imported at the discretion of the customs authorities on
payment of import-license fees.?

THE CONTROL OF EXPORTS

On the whole before May 1940, when the system of export licenses
was extended considerably in anticipation of Italy’s entry into the
present war, the direct limitations imposed upon Italy’s export trade
were not severe. Governmental control of exports had been a com-
paratively recent development and was not so inclusive and strict as
the control of imports. Since for many years the policy of the Italian
Government had been to promote the exportation of Italian goods,
measures affecting exports were generally designed to stimulate rather
than to restrict them. Some limitation of exports had existed, how-
ever, ever since 1926 when the exportation of such commodities as
wheat, rice, tobacco, iron and steel scrap, and hides and skins, con-
sidered important either for alimentary purposes or for defense, was
subjected to license.® As time went on (especia]l{ after the beginning
of the Ethiopian war), a number of additional commodities were
added to the original list.* Moreover, many Italian export trades
have undoubtedly been indirectly restricted by price and production
control measures designed to increase the effectiveness of the Italian

economy for war,

W Clrcolar No. 6/240265 of October 5, 1938 (Hollettino di Informarioni Commercinli, 1938, p. 490), The list
of nonclearing countries included those with which at the time trade was impossible by any other means
than private compensation, namely, Chile, Paraguay, Belivis, Ecuador, Cesta Rics, Nicamgun, Hondurns,
Angoln, Mozambique, and Iran.

8 Ses Circular of the Foreign Trade Institute of March 11, 1937, In Bulleftino di Informazieni Commereiali,
1937, p. 141. See also: Banca d'ltalio.  Raecolts, pp- 297, 460-22.  According to recent reports, however,
the ]\/Fnlstry of Forelgn Trade and Exchange haos recently been willlng to examine individual proposals for
private compensation transactions presented to it, and, where these were considered advan‘ageous, hag
approved them. There appear to be no regulations governing these transactions, each case being declded
on its own merits,

o Cireular of the Minlstry of Finance No. 237, of June 12, 1038 (effective July 1. 1938); reprinted in: Eupple-
ment to the Bolleitino di Informasioni Commercinll of July 2, 1938,

52 The dlscussion of Ttallan export controls will deal, as did that of Imperts, only with the l!mitations
imposed upon individunl commodities; restrictinns on e'cﬁorts occasloned by current foreign exchange controel
measures and clearing accounts wili be dealt with in the later sections of this chapter. For s discussion
of the Himitations imposed npon exports under private compensation egreements, see p. 47 of this report.

8 Decree-law of November 1, 1028 {Qazzelta Ufficisle, November 22, 10426),

H Durinc sanctlons the Government required that a special permit be secured for all experts o sanction(st
countries for which advance payment or 8 confirmed credit with an Italian bank had not been obtalned

before shipment was eflected.
289014 —41.

H]
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For a short time, after September 4, 1939, the Italian Government
subjected exporis of several hundred products to license, for the
declared purpose of protecting domestic supplies of essential com-
modities. Articles subjected to license included: Farm livestock, a
number of food products such as wheat and othier grains, flour, chest-
nuts, dried vegetables, butter, cocoa, chocolate, olives, animal and
vegetable oils and lard; also tobacco, raw wool, oil seeds, hemp,
cotton, linen, and their manufactures; silk, artificial fibers, a number
of important minerals and metals, hides and skins, rags, motor cars
and trucks, airplanes, ships, a list of about 25 chemicals, and gold
and silver.® :

By a decree of October 3, 1939, export formalities were greatly
simplified. Under the revised regulations, customs authorities were
authorized to permit direct exports of most products nominally sub-
ject to ministerial license. Certain other specified commodities
could be exported after the exporter had obtained the necessary bank
visa indicating that the foreign exchange regulations had been com-
plied with. Before May 1940 a ministerial license was actually
required only for exports of a limited number of commodities, namely,
mules, butter, wheat, rice, dried vegetables, vegetable oils includ-
ing olive oil, lard, soap, hides, leather, leather footwear, oats, bran,
hay, and straw. On May 21, 1940, however, in anticipation of
Italy's entry into the present war, the number of commodities sub-
jected to export license was again greatly increased.”

Promotion of exports for the purpose of securing foreign -exchange
and reducing Italy’s traditionally unfavorable trade balance having
long been a particular concern of the Italian Government, it was
natural that measures should have been taken to overcome disad-
vantages, especially price differences, encountered by Italian comn-
modities in meeting competition on foreign markets. ~ As a result of
the Government’s policy of secrecy, however, very little reliable
information is available concerning the measures which have actually
lb;een 1t;nken to accomplish this end. Certqin bounties are known to

ave been paid to producers of silk goods, with the result that counter-
vailing duties were applied on imports of specified silk goods into the
}In;pod SGta.tes: S?me of ‘Lhes_e were subsequently removed when the

talian Government discontinued that form of export assistamce
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were authorized to purchase this exchange at higher, or special rates.
These rates were reported to range from 20 to 50 percent above the
official rate, with an average reported rate of about 30 percent.
Premiums were to be paid on exports of most commodities to non-
clearing countries, with exceptions for those products already receiving
export assistance in some other way.

In addition to control through licenses, the exportation of several
commodities has of late been subjected to the control of the recently
established import-export companies described in the preceding pages.
As was pointed out, new companies for the control of imports and
exports of poultry and eggs and leather and hides were established
in Italy in-the .summer of 1939.%® In September of the same year
there was furthermore announced the establishment of three central-
ized companies organized for the purpose of coordinating exports of
dried fruits including walnuts, pistachios, and chestnuts.®® The
purpose of these new companies is evidently to centralize exports in
one strong organization and thus to obtain more favorable terms for
Italian products in foreign markets.® Apparently, the principal
method of assisting exports, however, consists in the (officially) con-
fidential exchange premiums paid in lire on the foreign exchange
received by Italian exporters and sold by them to the Italian exchange
control authorities.®

THE CONTROL OF THE FOREIGN EXCHANGES

As organized today, the Italian exchange control system is one of
the most complete in existence. It extends to all transactions con-
nected with commereial, financial, tourist, and other business, and to
all media of foreign payment. After the establishment of some semi-
official controls in 1931,% the first step in direct state control was
taken in the spring of 1934, On May 26 of that year a ministerinl
deeree prohibited the exportation of Italian bank notes, checks, and
securities, and the purchase of foreign securities by Italian nationals,
and provided, in general terms, that no foreign exchange operations
could be undertaken except those filling a genuine need of businessmen
and tourists. These first measures having failed to achieve their
objective of strengthening the country’s exchange position and of
checking the cutflow of gold, in December 1934 further legislation was
passéd giving the Government a'complete monopoly on all foreign
exchange transactions, forcing exporters to sell their foreign eredits to

3 See . 46 of this report,

% U, 8. Department of Commeree, Commerce Reports, October, 28, 1939,

# A similar chjective has heen pursued for some time through the establishinent of governmentsl stand-
ards for the quality, packing, and marketing of fresh prunes, chesinuts, and several other export commodi-
ties, See Hollettino J: Informazioni Commerciatl, 1939, pp. 6, 207, 345, .

4 It is unoffiuislly reported that on January 31, 1940, the National Foreign Exchange Institute jssucd
uppuhlished instructions to leading banks providing for the payment of an exchange premium Lo exporters
for foreign exchange derived from the exportation of a wide range of sﬂmciﬂcd products, It is understood
that these Instruetions beeame effective February 1 and that the premium was fixed at 20 pereent above the
official rate, Thus, exporters of the specified products reeeived about 23,75 lire instead of 19.80 1ire per dollur
for the dollar exchange obtalned for these exports. ‘The same pretnium was also fo be Imid for forelgn ex-
change brought, into Italy and sold voluntanly, such as foreign currency exchanged and checks eashed by
travelers. ‘T'he premium was to be paid for the account of the Foreign Exchange Institute by the banks
receiving the forcign exehange. Forelgn exchange obtained from the disposal of holdings abroud of credlts
and securities by Halisns residing in Italy, and exchange aceruing from special transactions subject to ex-
ceptional approval do not receive the benefit of the premium., )

t is also Téported that effeetive February 1, 140, the rate for the tourist lira was reduced from $6.0455 to
$0.0422 per ¥Hra, an increase of from about 21,95 to 23485 3ire per dollar.

A similar exchange premium has also been in effect for some time for emigrants’ remittances to Italy,

See U. 8. Department of Commeree, European Financigl Notex, vob. 11 (NB) No, 5, March ¢, 1940, .

8 See ch. II, p. 27 of this report,
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a governmental agency, and compelling all owners of foreign securities
to declare them to the Government.® )

In May 1935, special administrative machinery for the control of
trade and exchange was set up with the establishment of the ‘“Superin-
tendence of Trade and Exchange” attached to the Presidency of the
Council of Ministers, an organization later transformed into the
“Office of the Under Secretary of Trade and Exchange’ and finally
raised, in November 1937, to its present rank of an independent Minis-
try, under the title of “Ministry of Trade and Exchange.” ® In the
same month (May 1935), the Government forced owners of foreign
securities and of Italian securities issued abroad to deposit them in
special ‘“‘dossiers’” with authorized commercial banks, and on August
26, 1935, to sell them to the Government in exchange for Italian 9-
year 5 percent treasury notes.

While on the one hand these stringent controls over foreign exchange
transactions went into effect, the Government endeavored, on the
other, o limit the need for exchange by adopting (in the spring of 1935)
the system of rigid import controls described in the preceding pages
and by seeking to achieve balanced trade and exchange relations with
foreign countries through the negotiation of new trade and clearing
agreements.® At the time of its introduction, one of the main pur-
poses of the mechanism of control thus created appears to have been
the achievement of equilibrium in the country’s balance of inter-
national payments, and the conservation of available gold and foreign
exchange reserves. An equally important purpese, after 1936, was
that of using the existing machinery of control as an instrument in

the Government’s drive toward national economic self-sufficiency and
military preparedness.

The agencies of control: Powers and fanctions.

The Ministry of Trade and Exchange.—The administrative hierarchy
of the Italian exchange control system consists of the organs described
below. At the head of the system since November 20, 1937, has stood
the Ministry for Trade and Exchange, a separate Government depart-
ment, consisting of five scctions entrusted with the following matters:®
Tariff and customs administration, and general and personnel matters;
commercial agreements and treaties (clearing and payment agree-
ments, commercial treaties, ete.): foreign exchange, foreign securities,
tourist lire, elc.; import restrictions {quotas, import licenses, etc.);
and control of exports (promotion of 1

Pa I exports, direction of the flow of
ex]%?’:et%a,nd ndln?‘mstmtgn of export restrictions).
ational Foreign Erchange Institute (“INCE"’ op ¢ sy
The Minister of Trade and Exc ( CE” or “Istcambi”).

L ) ange also occupies, ex- i 13
of President of the National Foreiggn Exchungé) Iiléé:u%i:ig% ;ﬁ‘;ﬁgie
governmental organization closely connected with and éubsidiury to
the Ministry. It is this Institute which, in most cases actually ex-
ccutes the decisions reached by the Ministry. Accm-ding’t.o the decree
establishing it in its present form and to its by-laws ® the functions of
the National Foreign Exchange Institute are to:

1. Buy and sell for cash or credit gold, foreign exchange, foreign

# Son ch, IT, pp. 28 of this report.
# Ibid., p. 30.
:g’id" y of ?{nndhzgi 1938 (G
ecree of March 14, azzella i
Ufficiale, Decomber 29, 1939). Ufficiale, June 3, 1938). Decres of December 22, 1830 (Gazzelio
© ¥ Istituto Nazionale per i Cambi con 1’Esterg

# Decrees of March 4, 1036 (Gazzelta Uﬁitlal'c.. gonerally abbreviated to

e “INCE" or “Istcambl.”

ond of June 23, 136 (Gazzeita Ufficiale, July 2
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sil;)ate :i,nd bank notes, foreign securities or Italian securities issued
abroad;

2. Supervise and control all trade in the foreign exchanges for the
duration of the foreign exchange monopoly;

3. Administer for the account of the Italian Treasury the legal
provisions relating to the forced sale to it of foreign credits and foreign
securities, and to the trade in gold bullion;

4. Regulate and control clearing and compensation operations in
foreign exchange and commodities;

5. Engage in any other transaction relating to the foreign ex-
changes and tending to facilitate Italy’s international trade. (Issu-
ance to exporters og credit certificates for the settlement of clearing
balances,% sale of tourist lire abroad,™ etc.).

At times, as in the allocation of foreign exchange to importers or
to Italians wishing to travel abroad, the role of the National Foreign
Exchange Institute is only that of a purely administrative agency; in
other instances (the administration of clearing accounts and blocked
accounts, for example), the freedom of action of the Institute is very
large, its only limitation being the general supervision which the
Ministry of Trade and Exchange exercises overit. Thus the Ministry
of Trade and Exchange and the National Foreign Exchange Institute
(Istcambi) are the two central administrative organs of Italian
exchanﬁ;cont oL.™

The Ministry of Finance.—The two organs next in importance are
the Ministry of Finance and the Bank of Italy. After the creation of a
special agency for trade and exchange control most of the prerogatives
of the Ministry of ¥inance in the field of foreign exchange regulation
were gradually withdrawn, so that today only the authorization of
certain special trensactions, such as the financing of Italian firms
abroad, the flotation of foreign loans by Italian firms, the purchase of
ships abroad, etc., are left to it. Nominally even today the Finance
Ministry issues all decrees regulating matters relating to the foreign
exchanges and to import licenses; in practice, however, the Ministry
acts in these matters only as directed by the new Ministry for Trade
and Exchange.

The Bank of Italy—The Bank of Italy, on the other hand, still
plays an important and active part in the mechanism of Italian ex-
change control. Its main function is that of acting as the adminis-
trative agency, as ‘““cashier,’” for the Ministry of Trade and Exchange
and for Istcambi.”? In addition to this passive function, the Bank of
Italy is also entrusted with the very important active task of control-
ling the foreign exchange operations of a number of Italian commercial
banks especially authorized by Istcambi to engage in such operations.™

¥ Docroe-law of January 11, 1037 (Gazzella Ufficiale, January 14).
7 Decree-Inw of March 20, 1936 (Gazzetta Ufficiole, March 21).
7 In this respect the Italian system differs from that of most other countries in which such Government

depnr:tlmenu a8 those of National Economy, Finance, and the Central Bank play a leading part in control

operations.

p" Boe artlelo 10 of the decree of December 8, 1934, which reads: **The trade [n all means of payment which
ullla)hbe lltm}dl o:ln,sgc'lc of Italy is reserved to the National Forelgn Exchange Institute which will act through
the Bank of Jtaly,

1 For forelgn 'zxchangu operations cartied on In the provinecs, Isteambi (the offices of which are in Rome)
has, in fact, delegated its funciions to the Bank of Italy and to the following large cormmercis! banks: Banco
di Napoll, Bango di Bicilia, Bancas Commerciale Ttaliana, Credito Italiano, Banco Jdl Roma, Banea Nazlo-
nale def Lavero, Banca d'America ¢ d'ltalia, Istituto di San Paolo (Terino), Monte del Paschl (8iena)
Banca Papolare Cooperativa Anonima di Novara.

These banks have certaln independent powers In assigning forelgn exchange for foreign travel and, with
the Bank of Italy, are the only ones empowered o give the approval (benestare) miulred for all export trans-
actions, this approval being obtainable by exporters through thelr promise to sell to the Baok the foreign
exchange obtalned through the cxport transactions for which jts approval I8 requested. .

All such transactions must be recorded se tely and are subject to the control of the Bank of Ttaly.
‘The organ of control of the Central Bank (the Inspectorate for Forelgn Exchange and Foreign Floancial
‘Transactions) thus effectively controls sll the forejgn operations of Italian banks.
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The transactions subject to control.

Taken as a whole, the transactions which fall within the 4Itahan
foreign exchange control system may be classified as follows:"

(a) Prohibited transactions. ) ) _ _ :

(b) Controlled transactions: transactions in which private persons
and firms may engage only with Istcambi, which has a monopoly
on all exchange transactions, as an intermediary.

(¢) Certain transactions not subject to immediate control: trans-
actions which certain private individuals may undertake outside of
Istcambi but under its control or that of the Bank of Italy.

{(a) Prohibited transactions.—Among the transactions which are
prohibited are: “All exchange transactions which do not arise from
real needs of industry and trade or the needs of foreign travelers;” ™
the purchase of foreign securities and of Italian securities issued
abroad ;™ the drawing of lira bills on Italian firms by their foreigr

correspondents,’” and the exportation of bank notes, checks, Italiar
securities, and gold.™

(b) Controlled transactions.—These include most of the transaction:
which normally arise from commercial and financial relations with
foreign countries. The procurement of foreign exchange for im
ports and the sale of foreign exchange obtained through exports (foi
countries for which there are no clearing agreements) must ll))e carrie
out through Istcambi, Istcambi also allocates the exchange neede
by Italian tourists and receives the exchange obtained from foreigner
through the sale to them of tourist Jire, hotel coupons, ete., ana
through the remittances of Italian emigrants. By the law of May
15, 1939, Istcambi was authorized to grant, for the account of the
Italian treasury, a premium on the amounts of foreign exchange thus
received.”® Finally, Istcambi provides for remittances which immi-
grants into Italy may wish to make abroad and for the payment of

M Seo Mémoire sur le ConirGle des Changes, p. 18,

7 Decrec-law of May 26, 1034, Scemioflicial regulations to that effect had bee [ ber
1931 by the Confederation of Credit and Insurance, but had gradually fallen intondiigizl;efl stuce Septer

™ As was noted above {see chap. IT of this report, D. 25} these purchases had played ar important rele in
the weakening of the lira and the gradusl diminution of the reserves of the Bank of Italy.

17 The discounting of lira bills drawn by foreign firms upon their Italian correspendeats and the opening

of lira credits for the bencfit of foreign banks or comtnercial irms an hi
S o et B e hman. are subject to the anthorization of the

The payment of cxports must, i princlple, take place in foreign currencies which the exporter must sell
to Istcambi. It may be made in lire only if the foreign importer has a lira account in Ir.acl_\,")nng only after
a3 s[;eclal authorization {rom the Minlstry of Trode and Exchange has been obtained.

7 The decree-law of May 26, 1634. prohibited the exportation of bank notes with the exception of sums up
to 5,000 liro which persons poing abroad were permitted to take with thetn. This limft was Jater { Decomber
15, 1034) reduced to 2,000 lire, which could be exported only In bank notes of not over 100 lire each. A minis-
terial decree of October 3, 1935, prohibited the reimportation of Italian bank notes, admitting only those

sent by mail to [talian bankers by thelr forelgn correspon 3 inis o
o iited, Withi o petiod of 10 Says. the remtrotent i toto (e pinistertal decros of November o

an uction into the Kingdom of bank h ox:
poriatin b e T fank e r o Tao) e bt Pt b
3 erest. In

suégor\i;ati% o{i};}_e l\llinlstry h ﬂmnm s req(girgl m atilize them for purchases within the Kinedom the
n May 25, i, the permissible exportation and reimportation of Italian 350
lire per person. In addition to this amount, Italian citizens or fereign :‘c.-;it.ier:Ll‘s?lilli'rlet[xl:lzgrr ‘i‘;lat%l:‘él(}gget% :gnvtﬂ
abroad, were permitted to take a total of 2,150 lire out of the eountry In the form of chocks or bank notes in
forelgn currencics, Alfter June 11, 1939, the amount of 2,150 lire previously allowed was reduced to 1,000 1ire.
%;gr;érlt:g S'E‘c?é‘é‘frﬁ?’é-{’.%rﬁf’h"ﬁ'aﬂﬁe agfr;w;se uiutI ?,:: prgportion to the trip contemplated by the fraveler.
special tourlst agreements (Switzerland and Germany, for 0%

ample), the amount granted to tourists may be latper By decr I Octob “Uffeinl
December 5, 1039) finally, the exportation a t co of October 30, 1039 (Gazzetta Uficty &
uhi!t,(aiﬂ 10 lire bl{ls) and to 50&:’0?!1 coins. 0d reimportation of Itallan eurrency was limited to u total of 200
an sccuritics ray not be exported atall. Italian sceurities abroad may b i J
> > rel Italy only
by g b i by i o th Bkl o oot Rl lonod o
subordinated to the suthorization of Isteumbi, ion of gold is o&:lnmer, all activity of B ed.
Sce Bancu d‘[wélg, Raccoltg. pp. 2d, 21, umbi. The exportation of gold is, of course, abslutely prohibited-

ce Gazzetta Ufficiale of June 12, 1034, On November 13, 1630, the New

Tl et el ey i \ , the New York agency of one of the 1arge

Ltallan | 3:‘1“:; excl:ans:tl:w rate of $4.05 per 100 lire for emigrant remittances, $4.55 for 100 tourist Iire, am
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interest upon public and private Italian foreign loans, and it manages
all existing clearing accounts.

(¢) Certain transactions not subject to immediate control.—When the
sale of foreign credits to the Italian treasury was made compulsory
and the Italian foreign exchange monopoly was established, the
Government permitted two types of enterprises, namely, insurance
companies and shipping concerns, to continue to keep accounts in
foreign currencies, but subjected them to a very strict surveillance by
the Bank of Italy.®

On December 28, 1936, permission to keep accounts in foreign cur-
rencies was also granted to commercial and industrial enterprises the
principal activity of which takes place abroad, provided a special
authorization is obtained from the Ministry of Trade and Exec ange
and that accounts in foreign currencies are kept with the Bank of
Italy or with one of the other authorized commercial banks. These
three classes of enterprises are the only ones to which the Government’s
present foreign exchange monopoly does not apply.

Three further types of accounts, subjected to special regulations,
must, furthermore, be mentioned here. When sanctlions were ap-

lied against Italy on November 18, 1935, the Italian Government
glocked all accounts held by Italian banks in the name of foreigners or
Italians residing abroad. Credit balances in these accounts, known
as Conti Loro Veechi (old accounts), cannot be transferred abroad,
but may be used only within the Italian Kingdom and its possessions
after authorization has been obtained from Istecambi. The main
uses to which these funds may be put are: The purchase of Italian
real estate and securities, the payment of personal and traveling
expenses and professional fees (within the boundaries of the Kingdom
and its dependencies), and the maintenance of branches or repre-
sentatives’ offices in Ttaly. After November 18, 1935, a number of
authorized Italian banks were permitted to keep accounts known as
Conti Loro Nuovi {new accounts) in favor of forcign clients, To
these accounts were credited remittances in foreign exchange and
certain lira payments; for example, the commissions due to their
foreign representatives by Italian business firms. The credit bal-
ances thus accumulated could be used, without any restriction what-
ever within the boundaries of the Italian Kingdom and its dependen-
cies (also for the payment of Italian exports, for instance), but could
not be transferred abrond. After November 15, 1938, no further
entries were made into these aceounts, and they are therefore now
gradually disappearing. .

After December 1, 1936, authorized Italian banks were permitted
to open a third type of account in favor of foreign clients, the “Conti
Loro Liberi” (free accounts). Such accounts are credited mainly
with remittances of foreign exchange not otherwise subjected to
restriction or with the lira proceeds of the sale of such exchange and
with the amounts due by Italian importers to foreign exporters of
countries with which no clearing agreements are in force. The bal-
ances thus accumulated may be used with complete freedom within

% Enterprises thus favored must periodically communicato the status of their foreign credits and debits
to the Bank of Italy and must indicato to It ““the amounts which they conslder strictly necessary for the
normal carrving on of their activities" (art, 2, Ministerial decree of December 8, 1934), They must also
furnish quarterly to the Bank of Italy comprehensive abstracts of the accounts dealing with their activities

with foreign countries.
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the Kingdom and may also be transferred abroad without any restric
tion whatever.®

PAYMENT AND CLEARING AGREEMENTS

From the point of view of Itelien exchange control, ractically all
transactions now engaged in by Italians which involve payments
abroad, fall into one or another of the following categories: )

1. Transactions with countries to which payments may be made b
foreign exchange and from which payments in foreign exchange are

received and with which no special agreements relating to the balancing
of trade or of the exchanges exist;

2. Transactions with countries to which payments may be made I
foreign exchange and from which such payments are received but \Ylﬁ
which so-called payment agreements exist, namely, agreements aiming,
usually through control of the volume of commoéity trade by quotas
fixed in the agreement, at the maintenance of equilibrium in the for-
eign exchange relations between the two countries;

3. Transactions with countries to which no payments in foreign
exchange may ordinarily be made and from which no payments 1D
foreign exchange are received but with which so-called clearing agree-

ments are in force, by virtue of which transactions are cleared through
a central clearing account.

Relations with countries with which no exchange agreements exist.

Since at the present time clearing and payment agreements are in -
force with a large number of countries, the share of Italy’s foreign

business falling into the first of the three categories just named is
small. Even thou

_ ugh with countries in this group (which includes the
United States as its most importa. group (v

portant member) foreign exchange pay-
ments may be made and received in the traditional manner, commer-
cial relations are strictly controlled by the Italian trade and exchange
cqntrol authorities. _As was noted above® imports from countries
with which no clearing agreements exist may now be effected only
aftgr l%n ﬂnport. hrclc‘anse has been obtained from the Ministry of Trade
?11;,3 coﬁplié?eg i‘(m hrough the system of licenses the Ministry thus

trol over the volume and nature i urchases
abroad and may readily and effectively provide f(?rf ggzlt}l?;:gon or 8-
low their expansion. Once the required import license has been ob-
tained by the Italian importer the import transaction may be effecte
in the usual manner (generally an acceptance credit granted the ex-
porter). To complete the transaction, however, and to obtain the
exchange necessary for final payment of his foreig'n debt, the importer
el bene £ L1170 ¢ one o i spocaly suihorel
_ ) te by the Italian customs authorities
aTtﬁie:tmg ﬂ:ie entry 1nto Italy of the commodities pugchz.sed abroad.
procedure gives additional assurance to the ceptral exchange
T i s

y and the making of King-
r ma g of new investments within the
for frec forelgn exchange {o Italy, the fullme o Re dtcree

5'; E tion f I the following nrtvlle;;ea?t December 8, 1037, grant to foreiguers who tras®
xemption from registry taxes in the acquis

2) Exemption of bonds and st Iidend puotereal estate valu more:

(3) Exempticn from cstate tam? ::{fﬂgsgiﬂdend taxes; s sonomtimer

Investments made b y

follows:

mvm‘(’d; Rents derived f
4} Ren erived from real est
(43 Interest and dividends m?\'.ﬁé'}"""mﬂnts, uptos

ro reant on the eapl H
# See ch, 111, p. 38 21, T securities, In their entirety, . 7 0 0 osted
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control authorities that no foreign exchange will be granted for trans-
actions which have not been actually brought to completion.

As for exports, existing re%ulations require that all foreign exchange
obtained by exporters be sold to Istcambi and that export shipments
shall not cross the Italian border without the previous authorization
(‘‘benestare’’) of the Bank of Italy or of one of the authorized com-
merecial banks. These authorizations are given only in return for the
exporter’s promise to sell to the Bank the foreign exchange resulting
from the export transaction in question. In order to make it impos-
sible for exporters, in agreement with foreign importers, to indicate
too low a selling price and thereby to establish hidden foreign exchange
reserves abroad, special provincirl export price control committees
were established at each branch office of the Bank of Italy. The activ-
ities of these provincial committees are coordinated by a Central
%ommittee of Price Control established at the Ministry of I'inance in

ome.

The general rule that exporters must sell to Isteambi all the exchange
which they receive for their exports has recently been partly waived in
the case of some important exporting industries which are permitted
to use part of the foreign exchange obtained thirough. their exports
for the purchase of raw materials, This permission was granted
through special agreements (“accordi di divisa’) between the Ministry
of Trade and Exchange and such large exporting industries as the tex-
tile industry (cotton, wool, rayon), and the machine-manufacturing
industries. In these agreements the Ministry endeavored to make the
allocation of foreign exchange for imports of raw materials dependent
upon & proportional exportation of manufactured products, suggest-
ing to Italian producers the advisability of exporting so as to be able
to import raw materials in return. Exporters of cotton, for example,
were permitted to retain 50 percent and in certain cases 75 percent of
the foreign exchange received through their exports, the rest being
sold to Isteambi. Since it is especially the weaving industry which
exports while the spinning industry imports the raw cotton, the
weavers were thus made to pay for the raw material of the spinners.®

Another exception to the prevailing rule requiring the sale to
Istcambi of all foreign exchange received through exports was recently
made in favor of foreign Jews domiciled in Italy who were forced to
leave the country by the provisions of the royal decrees of September
7, 1938, and of November 17, 1938. Such persons were allowed to
retain 40 percent of the foreign exchange balance which they mght
succeed in obtaining through the exportation of certain specified

3 Seo Mémoire sur le Contréle dea Changes, p. 38, These exchange ngreements are [n many respects similar
to trade under private compensatlon, the only difference belng that importer and exporter are one person

or belong to the same industry (as in the case of the spinning industry importing raw cotton and the weav-

Ing industry exporting cotton cloth).
f\s was inl:i lcnliga bl;-EProrcssor Glovann! Demaria In a study on Italian forelgn trade (Glornele degli Econo-

mistf, January 1938) three rates of cxchange may be observed in these aperatlons:
Sl) Tho official tate at which Istcambl buys that part of the exchange which the exporter must
gell to it.

(2) The cotton-cxchange—ustally higher than the official exchange—at which the sploner buys the
remainin, hange;

(3) 'I‘hg ::gnalr:ﬁzher rate which the consumer has to pay for the entton incorporated In the eloth
which he aequires, since it is on him that falls In the end the cost of the cotton-exchange snd the cost
of the oceasional dumping engaged in by exporters anxlous to obtalip a maximum cf forelgn exchange.

As far as it is possible to learn from printed sources, however, export dumping was never systematlcally
vngaged in. 'I‘hg(r]e were several types gl’ export premlums granted between 1635 and 1936, when the value of
the lira was permltted to slide to about 86 percent of its official parity. Such premiums, called facilitations,
were mnth)l‘;y Istcambi and varied ncenrding to the commodity and the country of dcati.nnl.lqn. They were
caleulated *‘ad valorem'” or with reference to some unit of measurement, tho procedure involved being labo.
rious, All direct export subsidics were, however, abolished after the devaluation of the lira and have not so
far made their general official reappearance, (Sce Mémoire sur le Contrile des Changes, p. 40.)



58 UNITED STATES TARIFF COMMISSION

Ttalian commodities to countries with which Jtaly had no clearing and
payment agreements.®

Payment asgreements.

The term “‘payment agreements” as used in Italian sources refers
to agreements made between two countries for the purpose of insuring
the continuance of foreign exchange payments between them. Trans-
actions between countries which have entered into such agreements
are settled by payments made in foreign exchange through ordinary
banking channels. By virtue of these agreements, however, the
volume of transactionsis so controlled as to assure long run equilibrium
in the payments made and received and thus in the exchange relation-
ships between the two countries. The method used in most of the 11
Italian payment agreements listed in table 8 to bring about such
equilibrium is control of the volume of merchandise trade, usually
through import quotas fixed in the agreement.

In the payment agreement with Argentina, for example, that
country undertakes to make available to its importers exchange for
payments to lialy up to an amount corresponding to Argentine
exports to Itely, the most important of which in turn are fixed by
Italian import quotas provided for in the agreement. The agreement
with Colombia provides that Colombia will make available to its
importers without limitation import licenses and foreign exchange for
purchases from Italy, and that Italy in return will grant semiannual
mmport quotas to Colombia corresponding in total value to Colombian
imports from Italy during the preceding 6 months.

The agreement with France provided that at the beginning of each
semester an estimate would be made of the volume of exchange available
for the importation of French commodities into Italy, and that during
that semester the volume of French purchases in Ifaly would be con-
trolled accordingly.

Payment agreements thus do not provide for the complete cessation
of foreign exchange payments, for the establishment of a central
clearing account, and for as elaborate and definite an exchange ma-
chinery as do the clearing agreements mentioned in the section which
i'ollovgrs._1 Nev%tﬁ}ieless I many mnstances they appear to be meore or

ess similar. lle payment agreements provide for the continuation
of foreign exchange remittances in the traditional manner import
licenses and foreign exchange drafts are obtainable in ractice lp
cchar rol . . p ce only as
foreign exchange contro officials permit. If, therefore, (especially in
cases in which both parties to a payment agreement have exchange

control), payments are authorized only in domestj C
of the other country, the result is ve y eéstic currency or in that

: much t i ;
clearing arrangement had been established % o sume as if a bilateral

¥ Banca d'ltalia, Raccolle, p. 302c and Gazzetta Utficial
" is -Ser : ¢, September 12 .
3,'}3’&?,%‘}{5;’{;’,;2‘3}‘ ;:,mi]csse;llgiﬁg‘?;sggfuﬂs‘lﬂ{?glc?fd;;lwt:lé tfhr: gc(epﬁe ol the I‘t}a??usﬁ ?:c%"rgg‘cgrgsb;:olhgfb}?i?ﬁ
trom ownership of real estate, ete., and expulsion of all forcign Jows resiaies }gcfinfll;?g?ngg%ilcs employment,

A payment Agreement with a free exchange countr ists
1 2 ¥ consists for the most p
2‘3335{’"‘1‘%’1 ?‘{ éh:xz;ﬁzgg) amtl l_mport. control machinery on the part 16} %EOJ:L?:S? l%nslins regnt{ding
by its nationsls and the on] mul'.?] r& docs not impose extraordinary restrictions on the truyus? nf o nn%.:
¥ method that permits it to determine whether or not the torm th0 rraemet t
ation of the trade statistics for past period e ngrecmen

are belfxg con_mp_liedjw'ith is an examin
and by obtainiog information from its nationals regarding their experience in5 cﬁl't!g&s:gbggo&gﬁw;al&ggge



ITALIAN COMMERCIAL POLICY AND FOREIGN TRADE 59

TABLE 8.—Payment agreements belween Ilaly and other couniries in effect on

Jan. I, 1840
Date of 'Il"mk(lt ?qb- r‘}‘gﬁg"}g‘ Otlheir sources
: ate of ished in glving text
No.| Country and type of instrument slgnature Gazzetta .Ezfg}}ljegit;?co or deseription
Ufficiale (Dogane) ! of agreement ¢
1 | Afghanistan: Exchapge of notes....| June 15,1938 | July 26,1938 1638: 208
2 | Argentina:
Agreement_ . iieroieaean-- Mar., 4,1037 | June 7,1937 1038: 126
Supplementary protocol........ June 1,1839 | Sept. 19, 1939 1839: 170
3 | Brazil: Agreement 0 1 R o DAY BIC, 1937; 404.
4 | Colymbia: Agreement.... . 28,1038 | Oct. 18,1038 1038: 254
5| Cuba; Protocol... . __._____. . 29,1938 | Jan. 24,1939 1939; 61
6 | Ecuador: Exchange of motes._______ Sept. 23,1638 | June 26,1939 |, ....cianeenn- BIC, 1039: 307,
316.
7 | France:
Agreement. ..o ... Apr, 14,1038 { July 19,1938 1938: 174
Supplementary agrecment July 26,1538 | Dec. 96,1938 1038; 288
Exchange of notes. ..__._. .-| Dree, 29,1838 | June 20,1930 1639: 111
8 | Japan-Manchukuo: Agreement.__._| July 5, 1038 | Aug. 28,1938 1038: 213
9 | Netherlands Indies: Protocol _____. Dee. 31,1037 | June 20,1938 1038: 141
10 | Uruguay: Treaty. . - oo o.... Dec, 27,1038 [o oo oo BLD, 1929: 44.
11 | Venezuela: Modus vivendi......._. June 20, 1930 [ . BIC, 1839: 307.

' Bollettino Ufficiale, (Dogane)=Ministero delle Finanze—Direzione Generale delle Dogane ¢ Imposto

Dirette, Rotne.  Bollettino Ufficiale. .
1 BIC =Istituto Nazionale Fascista per il Commereio Estero, Rome; Bolieltino di Informazioni Commereiali,

BLD=Ministero per gll Secambi e por le Vnlute, Rome; Bollettine di Legislazione Dogenale ¢
Commerciale.

Clearing agreements.

As was noted earlier in this report ® Italy did not turn to the
conclusion of payment and clearing agreements until 1934, when the
prevailing system of import limitations and exchange controls was
first established. Although some general compensation agreements
were concluded with individual exchange-control countries of Central
Europe after 1932,% it was only in 1934 that a general policy of
negotiating trade and exchange agreements was adopted. By April 1,
1935, clearing agreements providing for compensated trade had been
concluded between Italy and seven other KEuropean countries.®
Since at the time of the negotiation of the first clearing agreements it
was thought that the volume of exports from Italy could be more
readily maintained through an increase of the quota percentages
fixed for foreign imports, early clearing agreements generally provided
for the admission into Italy of imports up to 100 percent of the quan-
tities imported from the countries in question in 1934, the year taken
as & base for quota computsations.®

When in the fall of 1935 the League of Nations’ economic sanctions
were imposed, all trade and exchange agreements with sanctionist
countries were considered terminated, and foreign credits were blocked
by the Italian Government. When sanctions were abandoned in the
summer of 1936 most former sanctionist countries were anxious to
negotiate new trade agreements with Italy in order to regain the
Italian market for their exports. Italy was thus in a position to take
advantage of the situaiion and to conclude a serics of new clearing
agreements on terms deemed favorable® During the second half of

4 See ch. II p, 27 (1.
¥ The first [talian clearing agreement was concluded with Yugoslavia en Qctober 1, 1932,

i Thpese countries were: Germany, Crechoslovakis, Hungary, Yugoslavia, Rumanis, Bolgaria, and

Turkey.

# Because of the existence of special agreements, imports up to 100 pereent of 1934 amounts were also
permitted from Albania, Austria, the Ncetherlapds, and Switzerland.  See ch, I of this report, p. 2.

¥ Spp ch. II, pp. 33-34.
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1936 and at the beginning of 1937 Italy thus concluded agreements
with most former sanctionist countries except the U. S. S. R. All
agreements with European countries provided for the establishment
of clearing arrangements in an effort to bring about equilibrium in the
balance of international accounts on a bilateral basis.®

“The mechanism of clearing agreements is essentially simple. Trade
between two parties to a clearing agreement is carried on in substan-
tially the following manner: After the necessary import permits have
been obtained domestic importers undertake to pay in domestic cur-
rency to a central governmental clearing office (usually the Central
Bank—in Italy Istcambi) an amount corresponding to the value of
the commodities purchased abroad (the rate of exchange being de-
termined by the rules of the clearing agreement). This domestic
currency is then used by the Central Clearing Office to pay domestic
exporters for the commodities which they sell to the country in ques-
tion. Since the same procedure is, of course, followed by the two
countries, in both instances importers are made to pay for exports
directly, and the flow of trade occasions no international movement
of exchange. Normally the rules of the clearing provide that domestic
exporters will be paid in the order in which payments are made by
their foreign debtors (foreign importers) to the foreign Central Clear-
ing Office and as long as domestic clearing office funds (accumulated
through remittances by domestic importers) permit. The dates
when these payments are made are known since the two clearing
offices notify each other of all payments which are received under the
clearing agreement.

Clearing agreements sometimes provide that besides payments for
current merchandise, trade remittances on account of old claims also
be made through the clearing account. Clearing agreements more-
over may limit the categories of goods for which payment may be
made through the clearing account, or they may contain commit-
ments to the effect that one of the contracting countries will take at
least specified quantities of certain goods from the other payment to
be made through the clearing procedure. Complete inf,orm};ﬁslion on
all the provisions of individual clearing agreements is probably seldom
available. Frequently, only the more general features of the arrange-
ment are prescribed in the formal agreement, while details affecting
the trade between the two countries and remittances pertaining there-

to may be the subject of almost continuous negotjat;
to may bo the subje . ) legotiation between the
racti g ries or the agencies administering the clearing

Italian clearing agreements are, on the
. - 3 Wh
They generslly provide a limit for the trade ilf !
through Italian import contingents, i

e very much alike.

. : d other it
of international payments. The It m} ems 1n the balance
without doubt the most comple t% g&tlo German clearing agreement,

he Italian clearin
extends to almost all payments made between the two %oa:lg;':gz;e:ﬁ

is, with the Italo-Hungarian g 4
the trade with Italian golonies.greement' the only one to include also

extend only to trade with Ttaly Agreements wit Turkey and Greece

and with Italy’s Med;
" Of theso agreements, the only one which y edltermnean col-

fore replaced at the beginning of 1938 by a m{:.!'!‘:;l]:t":'ork sglt]itsmctorny wasthat with France. It was there-
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onies and possessions, and agreements with some other countries apply
only to Italy itself and to certain commodities imported into Italian
colonies (as, for example, wood, from Yugoslavia and Rumania).
For a number of countries trade with Italian colonies is not included
in the agreement at all. On all clearing transactions Istcambi receives
& commission of 0.15 percent.®

The conversion into lire of invoices drawn either in the currency
of the creditor country or in that of a third country, may take place
at one of the following rates of exchange:

1. The clearing rate. This is a rate agreed upon periodically by
Istcambi and the foreign clearing authority usually on the basis of
recent quotations of the Italian and the foreign currency on some lead-
ing third market. It is the rate provided for by most Italian clearing
agreements for the conversion of lire into the currency of the clearing
agreement country and vice versa.

2. The market rate of exchange prevailing on the day when payment.
is made, or, the market rate of exchange (usually that quoted on the
Rome or Milan exchanges) prevailing on the day preceding that on
which payment is made. This rate is usually applied when it becomes-
necessary to convert lire into a currency other than that of the clearing’
agreement country (as when invoices of foreign sellers are payable inr
the currency of some third country),

A number of clearing agreements, furthermore, provide that against
payment of a special commission (formerly 0.5, now 0.25 percent)
Istcambi may offer a guaranteed exchange, that is it may guarantee
that a payment made in lire at the prevailing clearing rate by an Italian
debtor will cover the debt in foreign currency at the time when pay-
ment to the foreign creditor is actually made by the foreign clearing
office, Istcambi assuming the risk of fluctuations in the exchanges
between the two periods.

An analysis of one of the most important of the agreements con-
cluded will provide a detailed picture of Italian clearing agreements.
Foremost amonyg these agreements until Italy’s entry into the war in
June 1940 was that with the United Kingdom, signed on November
6, 1936, after long negotiations and later modified by an Amending
Agreement dated March 18,1938, and an exchange of notes of March 14,
1939.% Like most other agreements of this type, the Anglo-Italian
agreement consisted of two separate instruments—the first dealing
with the trade relations between the two countries, and the second
devoted to payment procedure and to the provisions relating to the
gradual liquidation of the large outstanding old (presanctionist) com-

meretal debts.

A. AGREEMENT RELATING TO THE TRADE BETWEEN THE UNITED KINGDOM AND-
ITALY

No special restrictions were imposed by the United Kingdom upon
imports from Italy. Through the most-favored-nation clause Italy
enjoyed the most favorable customs treatment applied by the United

" 8op Banca d'1talla, Raceolia, p. 2e. s

% Forthe official texts of these agreements, see Gazzete Ufficiale, January 22, 1937, August 12, 1938, August -
18. 1939, and United Kingdom, Treaty Series, Nos. 2and 3 (W87); Nos, 18 and 19 (143%) and No. 26 (11439),

In order Lo establish bilateral clearinz arreements eovering all or a large part of the trade betwien twu coun--
trles, bosh countries must usually have established exchange control at least S0 fer as remlittances to the
clearing partoer country are concerned.  That is to say, a country, such as the Uniled Kingdom, in which
restrictions on the transfer of funds abroad were not mainiained, cunnot assure ltself that the funds paid by
its imparters for goods obtained from the other country will beuged to reimburse its natlonals to whom pay -
ments are duc from that country. [f, therefore, a free exchange country establishes bilateral clearing with
another country it must require its nativnals not to remit directly to their creditors in the nther enuntry bur

to deposit such payments In the clearing account.
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Kingdom to countries not members of the British Empire. For im-
ports into Italy, on the contrary, the following procedure was agreed
upon:

p1. A first group of commodities, including codfish, wool, scrap iron,
iron and steel, and machinery would be imported into Italy from the
United Kingdom only under import licenses and within the limits of
specific annual quotas expressed in lire. %

2. A second group of commodities was imported under the bolletta
system until January 1, 1940, when that system was terminated, in
amounts not in excess of 50 percent of the lira value of 1934 imports.
Commedities in this group included tissues and other manufactures
" of cotton, linen, hemp, and jute, and manufactures of iron and steel.

3. All other commodities could be imported from the United King-
dom up to 31 percent of the value of 1934 imports.

4. Imports additional to the above quotas or imports of classes of
merchandise not imported into Italy from the United Kingdom in the
year 1934 (or in the corresponding period of 1934 as the case may be),
were admitted for any class of merchandise up to an aggregate value
{c. i. £.) of 13 million lire per annum,

On the basis of the annual import quotas given above, semiannual
quotas were determined. Quotas not fully utilized in one semester
would be carried forward to the following semester, whereas excesses

of imports of one half-year had to be deducted from the quotas of the
following half-year,

B. AGREEMENT RELATING TO PAYMENTS BETWEEN THE UNITED KINDGOM AND
ITALY

The original agreement concluded in the fall of 1936 stipulated that
payments made to Istcambi by Italian debtors for the account of
British creditors were to be segregated and credited as follows:

1. Payments for amounts due on merchandise and freights after
July 15, 1936 (the date of the abandonment of sanctions), to a Lire
New Account; ’

2. Payments for the cquivalent of British com
freights due during the period March 17, 1935 (the date of a previous
Anglo-Ttalian agreement), to November 18, 1935 (the date of the im-
position of sanctions), to & Lire Arrears Account, A;

3. Payments for the equivalent of commodities imported from the
United Kingdom or of freights due during the period before March 17
1935, and between November 18, 1935, and July 15, 1936 (period 01,'
the Sﬂ:.[l,lctlons), tof a Luﬁa Ariears Account, B; ’

4. Payments for all other debts (particularl i :
gxcept :h%se expressly excluded by the(I;gl'eemeng l;(f)‘1 1;&111‘(;1;‘9&[ Adl'?‘l(:itt?‘z;

ccount, C. :

On the British side there was to be, at the Tiali o
Office in London, a Sterling General A’c?'.ountt 2 nglo-Ttalian Clearing

P fed solel J
madedby ; B]I:mSl.l ltnl:p()rters for commodities bou?r(;lt(,a ?nb{till)l&;rym(’![‘rllf:
pounds sterling n this account were to ot tnly. The
tors as follows: e to be distributed to British credi-

S
# The following were the most important commoddities In t|

ues which could be imported according to th
of March 14, 1939: Britisk. codiflsh and stock ish, 5.gppmy e TRt of M

modities imported or

machipery, apparatus, and parts thereol, 2 or rods, iron and siecl in sheets, 4,000, ;
e e s pnd barts thercol, 24,000,000 lire; chinw clay, 6,500, cets, 4,000.000 lire
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1. Seventy percent was to be credited to a Sterling New Account
from which there was to be paid to British exporters the equivalent of
the amounts paid by Italian importers into the Lire New Account.

2. Eighteen percentwasto beeredited to a Sterling Arrears Account, A

3. Nine percent was to be credited to a Sterling Arrears Account, B.

4. Three percent was to be credited to aSterling Arrears Account, C.

With the amounts accumulating in these special accounts, the
British credits described in the foregoing discussion of the correspond-
ing lira accounts, were then gradually to be paid off.

This arrangement clearly shows that only 70 percent of the amounts
to be paid by British importers for Italian exports were to be used to
pay for British exports to Italy, while 30 percent were destined to pay
various classes of debts which had been previously blocked. This
implied a considerable excess of Italian exports to, as compared with
imports from, the United Kingdom.

A special provision of the clearing agreement made it possible for
British creditors, instead of waiting for payment through the mecha-
nism of Sterling Arrears Accounts, A, B, and C, to have their credits
transferred to old lira accounts in Italy. As has been pointed out,
lire in these accounts could not be sold but were to be used in Italy
only, for certain specified investments and expenditures.®® The
agreement also provided that transfers between the various Sterling
Accounts could be made whenever the existing distribution by per-
centages no longer corresponded to the actual proportions between the
various classes of credits to be paid off. The United Kingdom and
Ttaly in fact effected such a transfer through an exchange of notes on
December 24, 1937,

In general, however, the trade relations between Italy and the
United Kingdom continued in accordance with the provisions of the
1936. agreement, though the distribution of the proceeds of Italian
exports to the United Kingdom was altered from time to time as old
claims were retired. Through the agreement of March 18, 1938, it
was stipulated that the credits included in Arrears Accounts A and B
(arrears dating from a time preceding the abandonment of sanctions),
having been almost entirely settled, the sterling credits still available
in these accounts should be mobilized. According to the new agree-
ment, the division of the payments made by British importers into the
Sterling General Account was effected as follows:

1. Eighty-seven percent of the total was to be reserved for payment
to British exporters and to British shipping concerns, This 87 percent
-.was to be divided into two subaccounts, as follows: A Sterling Coal
Subaccount, into which 46 percent of the total payments were to be
made and from which British coal exporters were to be paid; and a
Sterling Subaccount, D, into which 41 percent of total payments
were to be made and which was to be used to pay other British
exporters and British shipping enterprises. o

2. Six and one-half percent of the total was to be paid into the
Sterling Arrears Account, C. _

3. The remaining 6.5 percent was to be left at the free disposal of
Istcambi subject to the continued retention of a sum of 10,000 pounds
in the Sterling Arrears Account, A. )

Old “blocked” commercial debts having been mostly paid off, the
new agreement thus provided for a less substantial excess of Italian

¥ See p, 55 of thie report,
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exports (13 percent of total exports as compared with the previous
30 percent). Before June, 1940, however, half of that excess was paid,
to Istcambi in foreign exchange. Moreover, for the payment of ex-
change to Istcambi it was not even necessary that there be an actual
excess of Italian exports into the United Kingdom since in any case
6.5 percent of the payments made by British importers were auto-
matically put at the free disposal of Istcambi. Of course, if the per-
centage of the payments made by British importers for Italian goods
earmarked for distribution to British exporters was insufficient to
meet, the claims of thesc exporters, they accumulated blocked funds
in Italy which could be retired only through the operation of the
clearing in & later period. Thus, in the long run, the terms of the
agreement tended to control the balance of trade between the two
countries.

A complete list of the clearing agrecments in force between Italy and
the 23 countries which, on January 1, 1940, had such agreements with
the Italian Kingdom, is given in table 9. Further discussion of the
operation of Italy’s clearing agreements, including data on the course
of Italy’s foreign trade under the clegring system, changes in monthly
clearing balances with individual elearing agreement countries and
with all clearing countries, ete., and an cvaluation of the results

achieved through the Italian clearing procedure will be found in the
concluding chapter of this report.®

TasLE 9.—Clearing agreements between I taly and other countries in effect on Jan. 1,

Rome; Hollettinog Ultcinle,
1 RIC =Istituto Nazionale Faseista
BL D= Ministero per gl Scambi e
ETN=1. S. Derartment of Com

e
# Seo ch. VI, p. 1588 I,
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perle Valute, R
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end
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stero, Rome; Bolletting di Infor
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ome: Bolletting di Legistazione Doganale ¢ Cc':?rTrfr’:‘:rr:ii:k .

]
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180
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T . . ; Other sources
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TABLE 9.—Clearing agreements between Italy and other countries in effect on Jan. 1
1940—Continued

Text pub-

Other sources
Text pith- lished In
No.| Country and type of instrument | D3t ofsig- |04 ih Gaz- | Bolisttino EM“f text or
naturo description of
zefta Ulfficlale Ulfficlale reemcDt
(Dogane) 08
8 | Grecce:
Apreement_ .. . ...eu-ve..-| Jan, 15,1038 | June 6, 1938 1033; 135
Exchangeofmotes. ___._........ June 15,1939 | omeeeoiuois] oo BIC, 1039; 283,
¢ | Hungary:
Agreement_ ... veiewa.| Nov, 19,1937
Supplementary protoco] ceeu-a-| Feb. 16,1030
Agreernent_ .. _.__._. Oct. 15, 1038 BLD, 1939: 40.
Exchangoofnotes. ... June 26, 1939 BIC, 1039; 306,
Agreement. ... .._.. BIC, 1939: 343.
DO BIC, 1039: 418.
10 | Iceland: Agreement. .. ...
11 | Latvia: Agreement.._._ .. _.._..__
12 | Lithuanla:
Agreement. . ... _._........ . 17,1930 1036: 241
Supplementary notes . 21,1938 1938: 203
Agreement_ .. ... | Dee. 23,1839 | |eoeeio. BIC, 1840: 7.
13 | Netherlands:
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16 | Rumania:
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17 Slovakia Agreement. July X .| BIC, 1039; 343.
18 .g Agxwment .................. Oct. 251030 . .. o |eceea o BLD, 1930: 34.
19 | Bweden:
Agrcomcnt ee-an-| Dec,
Supplemcntﬂry protocol ........ Sept. 71,1939 ol BIC, 1039: 438,
20 | Switzerland:
Agreement. ... ._............{ Dec.
Agreement. . O I 1 DR 14 B 1 RS I BLD, 1%39: 40.
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Do s Dee.
21 [ Turkey:
Agreement. .. L. .. Oct.
Bupplemenlary note. ... Apr.
22 | Qreat Britain and Northern Ireland:
B pplomentary aeree Towmos | 1as om
upplemen ment. . k H
Do, ppiemen T{Y _________________ 18, 1939 1939; 145
23 | Yugoslavia:
Agreement . .oenicicnereneoreaan 18, 1830 1030 244
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280914—41——46



PART III
FOREIGN TRADE

67



FOREIGN TRADE

CHAPTER 1V. THE GENERAL COURSE OF ITALY’S FOREIGN
COMMERCE

THE PRE-WAR PERIOD: 1900-1914

The salient fact about Italy’s foreign trade during the decade pre-
ceding the War of 1914-18 was its rapid and sustained growth. In
1913 Italian trade was almost twice as large as it had been in 1900.
As table 10 shows, Italian imports increased from 1,700 million lire
($328,100,000) in 1900 to 3,600 million ($694,800,000) in 1913, while
exports rose from 1,300 million ($250,900,000) to 2,500 million
($482,500,000).! Part of this growth in the value of Italy’s foreign
commerce was due to the rise in world prices which occurred during
these years; even when allowance for this is made, however, the
growth shown by the trade figures remainsremarkable. In fact, while
between 1901 and 1913 the lira value of imports increased by 112
percent and that of exports by 83 percent, after correcting the official
trade figures for price variation, the growth in imports still amounts
to 84 percent and that of exports to 57 percent.?

The explanation for this expansion lies principally in the rapid de-
velopment of the country’s whole economic system during the decade
preceding the World War. During the 13 years 1900 to 1913, the
Italian population expanded from 32.5 to 35.6 million; agricultural
production was substantially increased and industry made rapid for-
ward strides. Insome years Italy’s economic development appears to
have been more rapid than that of any other country in Europe. The
indices of economic progress calculated by Prof. Giorgio Mortara
(base period 1901-5=100) stood, in 1910, at 107 for the United
Kingdom, at 123.7 for Germany, at 125.7 for Austria-Hungary, at
128.9 for France, and at 141.5 for Italy.?

TasLe 10.—Ilaly's foreign trade, 1900-1913!
[In milons of lire}

Excess | Exports 1 2 Excess | Exports

Year Im- | Ex- of |Inpercent Year m- X of |in percent
Ports | Ports hipports| of Importa ports | ports lymnortslof imports

1900 .. ....... 1,700 | 1,338 932 81.7
1001, 1,718 1,374 1, 184 50. 4
1902, .o aaaas 1,724 | 1,444 1, 245 60.0
1803 ... 1,813 1,493 1,168 .1
10, e meaaen 1,878 1,573 1,185 85.0
1908 e eaae 2,016 | 1,706 1, 305 .7
19080 ... 2 514 | 1,608 1134 68. ¢

1 Data are for *'special trade,” excluding precious metals and colns.

NOTE.—The par value of tho lira was 19.3 cents thronghout this period and exchange for the dollar was
substantially at par throughout.
Bource: Annuario Statistico Itallano.

1 The par value of the lira was about 19.3 cents throughout this period.

18300 Eplcarmo Corbine, Anncli dell "Eeonomia Itallans, Vol. V: 180f-18f4, p. 101,

3 Sep Corbinog, Annali, vol. V, p. 10, For a detailed discussion of the development of Itallan agriculture
s0d industry during this perlod, see Anneli, chs, IT and IIL 89
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Besides its rapid growth, one of the outstanding characteristics of
1talv’s foreign trade during the decades preceding the World War was
the large and increasing excess of imports over exports. The size of
the import surplus from 1900 to 1913 is indicated by the figures in
column 3 of table 10. Careful studies made of Italy’s balance of
international payments show that, on the whole, these import sur-
pluses were amply covered by income derived from such invisible
credit items as tourist expenditures and emigrant remittances. Dur-
ing the peried 1900 to 1913, in fact, despite a larpe and, particularly
after 1905, growing excess of imports, Italy was able to strengthen its
gold reserve, repay part of the foreign debts previously contracted,
and begin the exportation of capital’ An estimate of Italy’s inter-
national accounts during the 13 years preceding the World War given
by an Italian writer shows that the cumulative trade deficit of 9,702
million lire was paid for almost exclusively through the exchange pro-
vided by remittances of Italian emigrants and by the expenditures
made in Italy by foreign tourists. (See table 11.)

TapLe 11.—Ilaly’s cumulative balance of international payments, 1901-18
[In millions of lire)

Description Credits Debits

Imports and exports (official figtires)

Exoess of imports (oflicio] fgUm) . --1L. 1 o1 T T s ckond B 7
Excess of imports (corrected figure)) S R 9,131
Excess of exports to the colonies 3. I S " 225
Imports of smuggled goods..___.__. SO N 346
Actual excess of commodity imports,.________.... ________ 9, 702
____________________________ ,
Net imports of preciousmetals_____._.________ 528
}l!mon{:se from n;crcnnt}lc ;nlfine ....................................... 1,29
ourist expenditures in Ttaly and of Italisns abroad .. ...~ ~~""=====-- rea0 | TR0
FEmifgrant remittances and expencitures. o oo 11T e 5,600 iy
-------------- [ '

Movements of capital: Payments by the Treasur
count

¥ on interest and principal ac-

Long-term foreign capital imports. _.___
Long-term exports of Italian capital
Short-term investments

! Figure abtained by Prolessor Corbino after correctin .
h ? errors in offic
ey i oo, ke, e el ol o vl et by
Tmorts and thirs tends to fwéﬁdﬁ‘%},&“@{ﬁﬁ t(t'i']tntglbmlgtistiml Institute, is higher for g;porats than for
For gﬂ;ﬂom detailed discussion of the criteria fol} Tod in e materlally,

v, p, 20 fL. Corbino owed in making the correction, see Corbino, Annati, 90i.
? Frofessor Corbino does not explain why he includes this item
on th
Source: Corbino, Annali, rol, V, p. 222, ¢ debit side of the halance.

N . 2 » indicates that of t] 1 val
of Italy’s imports in that year 3 ol the tota! value
percent was semimnnuiactyurcd o1 Pereent was raw materials, 19.3

articles, 23.3
products, and 19.3 percent foodstuffs’ and lﬁre:c:igmmaﬁnuf?)%uiﬁi

v e Corbino. e 7 .
¢ See Corbino, Annali, eel. ¥, p. 11. pag 7: Italy was a lar ge
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importer of wheat and of such raw materials as coal, cotton, lumber,
and wool, and a large. exporter of citrus fruit, wine, and cheese, and
of raw silk, cotton, and silk manufactures.

Statistics of Italy’s imports from its principal forcign suppliers and
of exports to its leading markets (table 15) show that in 1913 Ger-
many, the United Kingdom, the United States, and France, Italy’s
four leading suppliers, were responsible for 55.1 percent of total
imports, while Germany, the United States, the United Kingdom,
Switzerland, France, and Austria-Hungary, Italy’s leading export
markets, purchased 62.7 percent of total exporis.

THE WAR AND EARLY POST-WAR PERIOD

Statistics on the course of Italy’s foreign trade during the years of
the World War (table 12 and charts II and III) show & pronounced
increase in the lira value of both exports and imports, particularly of
imports, and a material decrease of exports in relation to imports.
Because of the changes which occurred during that period in world
prices and in the value of Italian currency the lira value of Italy’s
foreign trade is, however, difficult to interpret. World prices rose
sharply during the war but declined after 1920. The exchange value
of the lira fell gradually from 19.3 cents in 1913 to 11.4 cents in 1919
and to 4.3 cents in 1921. Prices in Italy were affeeted both by the
world trend and by the fall in exchange.®

TABLE 12.—Lira and dollar values of Italian foreign trade, 1913-22

Value of

" Excess of Excess of liru jn

Year Imporis | Exports imports Imports | Exports imports | Fxports U8,
in percent| currency
of importy)

Value in miflions of Jire Value ih millions 6f dollars Igre'}l‘gl
3. 648 2,512 1134 704 485 218 8.9 19,30
2,923 2,210 713 53 420 k¥ 75.0 19, 25
4, 704 2, 533 2,170 778 419 350 53.% 16. 55
B, 300 3,088 5,302 1,243 472 411 30.8 15. 20
13,990 3.308 | 10,881 1, 862 440 1,422 .7 13,31
16,039 3,345 | 12,604 2,104 139 1, 604 20.9 13.11
10, 623 £, 066 10, 557 1, 8O0 690 1, 200 3.5 11.37
20,822 | 11,774 | 15,048 1,333 545 718 13.9 4.97
16, 920 8,279 8, 647 720 455 a7l 48,4 £
15, 705 9, 302 6, 103 750 443 o7 9.0 4,76

Sottree: Annwarie Statistice Kalizno. Converted into U. 8. currency from ¢fficial Italian statisties,

s Even hefore Italy entered the war in 1915 specie payments had been suspended. The gold value of the
Jirn, consequently. began to decline as sonn as heavy war borrowtng and enrrency Inflation began. Altheurh
pegzed from time to time by loans obtained from (ireat Britain and the United States, the lira had by the
end of Lhe canflict fallen to less than two-thirds of its pre-war value, Aftj.’r a brief rise immed:ately lollowing
the Armistice the value of Itallan currency, no longer pegeed, fell rapidly, reaching a low of 4.2) cents in
1921, The following table shows the course of note circulation, wholesale prices, and the value of the lira

from 1013 to 1922;

Total note |Value of lira| Whole- Totnl] note (Value of lirn] Whale-

Y circulation {In U, B. cur-| sale price Year circulntion [in U. 8, eur-f saln price
ear {millions of [rency (cents| index (millions of ([rency (cents| index

lire) per lrs) {(Bachl) lire} per lira) {Bachf)
7] S 2,783 19.3 100 13,874 13.1 4K
WLl 3,592 19.3 5 18, 552 1.4 66
1815, ... 5,050 16.6 133 22, 000 50 w24
1616, ... .. - 6,330 15.3 200 21, 476 4.3 578
W7o 10,173 13.3 308 27 1.8 %2

Sources: Annuario Statistico Itallano and U. S. Department of Commerce, Handhook of Fereign Currency
and Fxckange.
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CHART 11

ITALY'S FOREIGN TRADE
AND VALUE OF ITALIAN CURRENCY
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CHART 111
DOLLAR VALUES OF ITALY'S FOREIGN TRADE
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In table 12, which shows Italy’s imports and exports from 1913 to
1922, both lira values and values converted to dollars at the quoted
rates of exchange are given. Although the converted data are more
significant than the lira figures, they should not be taken as reflecting
accurately the course of italian trade. 'The most significant feature
of table 12 is the change indicated in the relationship of exports to
imports. Between 1913 and 1918 the lira value of Italy’s imports
increased about 4 times, whereas the value of exports increased only
about 50 percent. In 1913 exports paid for 69 percent of imports,
whereas in 1918 they paid for only 21 percent.

The rapid expansion of the money values of imports and the
relatively slow growth of exports during the war years was due to the
profoundly altered international trade situation brought about by the
war. When Italy entered the war and trade relations with Germany
and Austria-Hungary ceased, the country lost two of its best markets.
Exports to various other markets formerly important to Italian trade
were severely curtailed by import limitations adopted by them, while
the home market placed increasing demands upon former ,export
industries. On the other hand, the war nccessitated a considerable
expansion of imports of raw materials and especially of foodstuffs.
A buge excess of imports over exports consequently developed. Tour-
ist expenditures and other invisible income having been very severely
curtailed during the war, this huge import balance had to be made up
almost entirely through foreign borrowing. Italy, in fact, borrowed
heavily to mect the cost of her foreign purchases, at first. from Great
Britain and, after April 1917, from the United States. Tt is estimated

that by the end of 1919 the country had incurred a total public debt

payable in foreign currencies amounting to about 20 bill; ir
(1 gold lira then 19.3 cents), a new long-term pu‘blic1 i;)(?ol%g;gnl:sg
payable abroad in lire amounting to approximately 700 million gold
hnlac’l fmdo a floating foreign debt on private account of 2 billion
go 1}'3. . i '

During the 4 years following the close of the war Italy’s trade

position improved rapidly. Largely becau i
exchange, the lira value of importz rose ey e sudden fall in

the next 2 years, lira values of imports Welg:eéﬁgrf allrll)o}l?;ztol lDurlmgt:'
1918 and 1919 and dollar values were far lower. ~ On th ﬁ evle Od
when account is taken of the decline in world Prices aft %;201@1: m.nt
showed marked recovery. The lira value o exp()rg, 19?)-?)1301' 8
3 times as great as in 1918, and the subsequent decline 11;'lt, 1920 was
for 1922 still nearly 3 times that for the lgst war ° Tt? gure
of exports to imports rose steadily each year reach'yeur' e ratio
19%2 as com;;s:ireﬁ W1t111 211 percent in 1918, 1 g 59 percent n
n terms of dollars, Italy’s imports i .
than in 1913, notwithstanding 'l?he facrt: flsgis ::giﬁ]onl_y a little greater
in the later year than in the earlier. Ttaly’s ex préces were higher
hand, were, in terms of dollars, somewhat smalley irr:oll‘ggb 01? the other
Tables 13, 14, and 15 throw further light upon the than in 191.‘?.
trade during the war and immediate post-war course of Italy’s
which gives a comparison of Italian foreign trade eriod. Table 13,
classes during the years 1913, 1918, and 1999 revylmalo-r economic
remarkable change which took place in the natur ef“ 8 strikingly !:he
the war years. While the lira values of g c1n§so the trade during

es of imports were
¢ See MceQuire, Constantine E.  Naly’s International Economice Py N
on,

oW York, 1020, p. 37.
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greatly expanded at the time of the war, comparison of 1918 with
1913 shows that the proportions of raw materials and of manufactured
products in the imports declined, whereas the proportions of food-
stuffs ..and ..semimanufactured . articles increased in pronounced
measure. In other words, while during the pre-war period raw
materials were the most important import category, during the war
they were far out-distanced by foodstuffs. Data on Italy’s export
trade by economic classes, too, show a marked relative diminution
in the exportation of foodstuffs—a result of the Government’s reserva-
tion of domestic supplies for home consumption.

A comparison of the figures for 1913 with those for 1922, on the
other hand, indicates progress in the industrialization of the country.
In 1922 the percentage of foodstuffs in the imports was considerably
larger than 1 1913, while the share of manufactured articles had
declined. On the export side the figures show an increase in the
proportions of manufactured and semimanufactured articles and a
corresponding diminution in the proportions of raw materials and
foodstuffs. In 1913 imports of manufactures and semimanufactures
exceedéd in value exports in the same classes; in 1922 exports, espe-
cially of finished products, exceeded imports.

TaBLB 13.—Disiribution of Italian foreign trade by major economic classes, tn 1913,
1918, and 1822

[Value in millions of lire]
1913 1018 o122
Iescription Pe bof P tof I
reent o creent o 'eroent nf
Value total Value total Value total
A. Imports

Raw materials___ . ____________.___.. 1,387 38.1 4, 556 28. 4 5, 24% f 3.3
Semimanufactured produets. .._.__. 705 10.3 3. 882 24.2 3,113 19.7
Finished produets._.__.__.......... 851 2.3 2,837 17.7 2,300 15.0
Foodstufls. .o .. eeeen 703 10.3 4, 764 2.7 5, 040 32.0

Total. .. el 3.646 100.0 16, 030 100.0 15, 765 100.0

B. Exports

Raw materials _______.___ ... .___._ 381 4.4 503 15.0 1,155 124
Semimanufactired produets. .. ... 591 2.5 822 24.6 2,B24 30.3
Finished products. .. ... _.......... 758 31.8 1,253 7.5 3, 141 3.7
Foodstufls___.__....... it mana 762 30.3 767 2.9 2,192 2.0

Total - ... eeiiiiireiaae 2,512 100.0 3, 45 100.0 9,302 100.0

C. Excess of tmports

Row materials . ... . ... _.._.. L0268 |
Semimanufactured products 14 -
Finished products. . __...... 53
Foodstufls 50 | .

Total ... .. aeeees LI |eeeeas

1 Exoess of exports.
Source: Anntuario Stalistico Italiano, 1939, p. 156.

Table 14 shows the 10 principal commodities which Italy imported
and exported in each of the years 1913, 1918, and 1922, and confirms
the conclusions based upon the analysis of the preceding table.
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There were, in 1918, abnormally large importations of such foodstufls
as wheat, wheat flour, and meat, and of such war materials as iron and
steel manufactures and arms and munitions. In each of the years
shown, wheat, coal, and raw cotton were the country’s three leading
imports, while raw silk and cotton textiles were among the three
principal exports. The relative importance of coffee in 1922 suggests
greater purchasing power among the Italian people; and the presence
of the automobile among the chief exports indicates the progress made
in the development of an important new industry.

Table 15 shows Italy’s principal sources of imports and markets for
exports in 1913, 1918, and 1922. Of course Germany and Austris-
Hungary disappeared from Italian trade during the war; and the
United States became Italy’s major supplier during the war and the
immediate post-war period. Whereas in 1913 Italy bought 143
percent of its total imports from the United States, in 1918 it bought
41.4 percent and in 1922, 27.9 percent. On the other hand, the
share of the United States in Italy’s total exports fell from 10.7
percent in 1913 to 5.0 percent in 1918, while the shares of France

and the United Kingdom increased from 9.2 and 10.4 percent in 1913
to 30.1 percent and 21.7 percent, respectively, in 1918. ‘The figures
for 1922, however, indicate that ltaly’s export trade had largely
returned to its pre-war channels, the shares of the leadine countries
being not far different from those of 1913. B

In summary, the World War caused a great derangement of Italy’s
foreign trade, but within a few years after its close the pre-war situation
had been to a considerable extent reestablished. Like other allied
countries, Italy had to increase its imports during the war while
being shut off from many of its export markets, The resulting huge
import balance was covered through large loans obtained abroad, &
Izhmctwitlre w_.hxch m turn brought about a progressive impairment of
L eﬁ ggﬂt{v errsn :\;lirency.t_ After the close of the World War imports
fell ofl in torms o (c?gmn 1ty and of dollar values and exports increas

A ch as late as 1922 i .
was considerably lower than before thtélvev;ra o of exports to imports



TanLB 14.—Ten principal commodilies entering into Iialy's foreign trade, 1913, 1918, and 1922

[Value in millions of lire)
1913 jiot] 1922
Percent of Percent of Percenit of
Commodity Value total Commodity Value tota] Commodity Value
value value valus
A. IMPORTS
Wheat .- 400 1.0 || Wheat . ..., . oo a. 1, M2 U.68 | Whent...ooo i iimcmmmmaeee 10. 4
CorlAnd coKe. - o coomeeiiiins 374 10.3 ([ Coal and coke - o oo oo 1,460 9.1 || Cotton, raw._ ... 10.5
Cotton, FAW .. ..o iiaa- 335 0.2 ] Cotton, PAW. . ceeereermnm s 1,335 2.3 || Coal and coke 11,272 8.1
Machinery, apparatus, and parts__... 148 4.0 || Meat, fresh. Cremmeimsaessmme—n 829 5.2 Mineralgils (except crude and residues
Lumnber, comnion, rough, squared, or Arms and emmunition, ... ..-..... 768 4.8 from the distillationof) . ..o ... 511 3.2
SAWOd. ... cieieeiiaaaans 130 3.6 || Iron and steel manufactures ____...... 580 3.8 | Corm..ooo e 452 2.9
Sllk, raw, recled . aeemmnmmmann 110 3.0 || Flourandsemolina. ... ... ....-.. 574 3.6 Flsh (ext_eiEt shetlfish, caviar. ete.) 422 2.7
Iron and Steel mARUIACLULES ... ... .. 8 2.1 || Mineral oils {except residues from the e grease and washed, wool
Wool, in the grease and washed, wool distillation o) ¥ ... e . 587 35 wum ‘and foeks ... ..ooaao. 408 2.8
waste, and 00KS. .vunreseoeeonns ke ] 2.1 || Iron and steel barsand rods.___..._... 520 3.2 Machiuery, apparatus, and parts_ 1309 2.5
Hideseand skins, raw, except fur skins. . 66 1.8 || Paints, coloring materisls, and var- L1 T U 306 1.9
Fish (except shellfish, caviar, ete.)... .. 64 1.7 nishes. . ..o iciareaean 455 2.8 umber, common, rough, squared, or
Allother .. .. . ieeeiiiiis 1,868 51.2 || Allother...oocooo o imiiam e 7,418 46.3 sawed . icieanaas 1302 1.9
Al other meee e o cimmiaae 8,977 4.3
Total. .. i 3,646 100.0 Total. i 16, 039 100, 9
Total oo oo 15, 785 100.0
B. EXPORTS
Silk, raw, reeled - .. coeiaiieiooooa... 359 14.3 || Winesand vermuth. ... ... .. ...__ 452 13.5 ] Silk, raw, reeled_ _________ ... 1,707 18.3
Cottoneloth. ... ceevinoiiaananiana. 154 7.3 || Sitk, raw, reeled . ... ..o 419 125 |i Cottoneloth .. ... _ 993 0.7
Citrus fruits. . [, 86 34 (| Cottoncloth......o.ene oo i amann 306 9.1 || Dried fruits and nuts 386 4.1
Wines and vermath 2000000000 83 3.3 || Hemp, flax, and other vegetable Sbers, Hemp, flax, and other vegetable fibers,
Cheese. .. oo, H 30 1AW, uXCepPt COtEOD. o en oo o 227 6.8 raw, except cotlon ki | 3.3
Grapes and other fresh fruit except Silk cloth, Wovem. . .oooooo et 148 4.4 || Automobiles. ..omvemeaiaan oo 277 3.0
eltrus. .. .. ae 66 2.6 |1 Cloth, mixed with stk .77 112 3.4 || Citrusfrults, . ... . .. .oo.e 233 2.5
Hides and sking, raw, except fur skins. - 85 2.6 || Cotton manufactures_—.....___.._1. 105 3.2 || Hat shapes, hats, caps, and bonnets.__. 2% 2.4
Bilk cloth, woven ......_....... ..... <] 2.5 || Dried fruitsand nuts. .. ....__.__._... 110 3.3 || Wines and vermuth 215 2.3
Homp, finx, and other vegetable fibers, “Qther” fabrics and manufactures of Cheeso. .ovnoooieiiannns 202 2.2
TaW, eXCept coltol. o ivnnnnnao 80 2.4 silk (velvets, tulles, laces, ete.) 3.0 || 8ilk cloth, woven. ....____.._. 201 2.2
Drled frults and nuts . 56 22 0 Sulphur. ..., 3.0 || Allother oo .. e 4,048 50.0
Allother..... ... c..ocoveoiaeiaoooe, L4186 56.4 f Allother.... .. . i anann 37.8
Total oo 9,302 100. ¢
Total, .. ... i e 2,512 100.0 Total. ... iienan i e 100.0

1 Dows not [nclude the vatue of the amounts imported on reparation acoount,

small,

Source: Morimento Commerciale del Regno d’Itatia (1915, 1918, 1923),

1 Includes crade mineml oil, not separately classified. Imports, however, were apparently very

dAV4L NOIFHOJd ANV AOrIOd IVIOHEAWINOD NVIIVII
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TaBLE 15— Italy’s 10 principal foreign suppliers and markets, 1913, 1918, and 1933

[Value in millions of lire}

1913 018 1022
Country Pereent Country Pereent Couniry Percent
value | of total Value | of total Value | of total
value value value
A, IMPORTS
Germany. 813 16.8 || UNITED STATES __........ IO 6, 41 41.4 || UNITED STATES. .. ameeeoed] 4,398 27.9
United Kingdom ... 502 16.2 ]! United Kingdom. . _._.........._.._.| 2,666 18.6 || United Kingdom...__._...__...__.... 2,022 12.8
UNITED bTATFS 523 14.3 || Argentina 1, 657 10.3 || Germany. .. iiaaen 1, 246 7.9
Franee._. J ot 7.8 || France.. T N M- ! 7.7 France. ... _____.._...... ..l 1,151 7.3
Austrin-Hungas 25 7.3 || British india and Ceylon ............. 1,177 7.3 || Australla____ ... .__.. cae 870 5.5
Russla ... ... ... irg .58 ) Brazil...._ ...l 400 2.5 ([ Argentina.._... ... ..., - 771 4.9
Argentina . L. 167 3.6 | EE¥DPL.. oo eiannan 328 2.1 || British India and Coylon. . 71 1.7
Britizh India and (‘eylon 146 4.0 /I Spain . el 203 1.8} Yugoslavia......____...... 307 2.3
Runmmnla. . .- 101 238 || Switzerland.. . 191 L2 Brazil ... ... ..o - 340 2.2
Switzerland. | S7 24 ([ Japan.... .. . ... .- 176 1.1 Switzerland.._._.._._.._._.. hx)) 2.1
Other countrjes 642 17.3 )| Other countries.. ... ............| L2786 8.0 || Other countries.....co.oooiinunnaa. 3,510 22.4
VS I L , 3,646 [ 100.0 T8 oo 16.039 100.0 Total.eonoomoeeieeeeeaee 15, 765 100.0
B. EXPORTS
GOTmBNY - - ... eeeeeie L 343 13.7 | Framee. ..o 1,207 36.1 {| France ... .c.o............ 1,365 .

" UNITED STATES.. 268 18. 7 || United Kingdom._ . .- 727 21. 7 || Switzerland, . 1, 208 13.(7;
Unfted Kingdom . ........... .. ... 26) 10.4 || Switzerland....__.. 410 12.3 || United Kingdom. . 1,117 12.0
huilzcrlfuld ........ 240 9.9 (| UNITED STATES 164 50 | UNITED STATES........____._ .| 1018 10.%

TTANCE ...l 231 0.2 /] QGreeee ... 139 42| Qermuany. ... ... 972 10.4
Austris-Hungary _ . 21 8.8 || Argentina, 138 4.1 || Argentina. ... .. . ... _____.._. S0 6.4
Argenting . 186 T4 || Eg¥pt. et 133 4.0 || Yugoslavia. ... .. ... .. ._._... 255 2.7
T rl]mlllnnia-md (,:renaica 78 4.1} Tripalita: Clrcnuicn .- 50 L6 || BEYPL. o e e e 246 2.8

Russia. . 61 24 || Bragil....._.______.__.._. o 49 L6 || Beletum .27 70T 245 2.8
Belgium 58 2.3 |l Spain. 71T £1 1.2 || Austria. . I oI 222 2.4
Otlier con 556 22.1 || Other countries 282 8.4 || Other eountries:_____. 0TI 2184 2.3

Total 2,512 10.0 Total .| 3,345 100.0 Total. ... ... ....,... e 9,302 100.0

1 Italian dependencies.

Source: Movimento Commerciale de! Regmo d'Italia.

8L
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FOREIGN TRADE UNDER THE FASCIST REGIME '

The position of Italy in world trade,

Just before the present war, Italy’s share in total world trade
(table 16) was considerably smaller than that of any other of the
leading countries of Western Europe. Roughly speaking, its trade
was about one-half that of France, one-third that of Germany, and
less than one-fifth that of the United Kingdom. In the last 15 years
as a whole, Italy’s share of world imports has been only a little lower
than in 1911-13, while its share of world exports has averaged a little
higher. The exceptionally low percentages of world trade shown for
Italy in 1936 were largely due 'to the League of Nattons’ sanctions
imposed during Italy’s Ethiopian campaign.

The general course of Italian {rade, 1922-39.

As was shown earlier in this report, several clearly distinguishable
periods are apparent in the development of the Italian economy since
Fascism came into power in October 1922.8 From 1922 to 1926 there
was a period of general economie readjustment and of industrial and
commercial expansion under the stimu{us of a relatively liberal credit
and general economic policy. The years 1927 to 1929 were marked by
the stabilization of the lira and by commercial and industrial stag-
nation, followed at the end of the pertod by gradual revival, There
came then the years of the world-wide depression (1930-33) and of

slow recovery (1934-39).

TABLE 18.—Percenlage share in totel world trade of Italy, France, Germmany, the
Uniied Kingdom, and the United States, average, 191113, and annually, 1022 lo
1837

. . United United
Yesr Italy Fravee Germany Kingdom States
A. Importy

3.4 7.8 12.1 17.4 B.4
3.1 8.2 fi. 2 8. 4 12.9
3.0 7.5 5.5 18.9 4.3
2.9 7.1 7.8 19.1 12.2
3.1 6.3 8.7 18,0 2.9
3.1 5.9 7.3 18.5 13.6
3.1 6.1 9.9 17. 4 12.3
3.3 6.1 9.0 18,8 11.8
3.2 6.4 9.0 16.7 12. 4
3.2 7.1 8.6 1.7 10.G
2.9 8.0 7.7 18.9 10.1
3.0 8.4 %0 17.7 2.5
3.1 2.0 ) 18.0 4.1
3.3 7.4 Y 18. 4 8.3
3.1 [ M1 18.0 10.0
o 2.0 B4 7.7 1.1 1.0
) L R 2.7 a2 W0 18.6 1.3

7 For additfonal data on the course of Italy’s foreign trade under Fusclam, see appendix VIof thisreport,
on: “Value, pricé, and quantily indexes of Italian forcign trade, gnll indexes of [taly's price and quantity

terms of trade, 192538 on p, 275 11, ‘ .
¢ For a mote detailed discussion of the general characteristies of these peelods, see ¢hl 1, p. 17 11,
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TaBLE 16.—Perceniage share in lotal world trade of Ilaly, France, Germany, the
United Kingdom, and {he United Stlales, average, 1911-13, and annually, 1922 b
1937—Continued . :

Year Ttaly France Germany K.?;giaec;im gg:g‘
B. Exports
2.4 6.7 1.4 15.3 12.4
2.0 7.7 8.5 16.1 16.¢
2.1 7.8 5.9 16. 4 16.§
2.2 7.8 5.5 14.7 16.:
2.3 7.0 8.6 4.1 15.4
2.4 6.4 7.7 12.6 16.0
2.5 6.8 .7 12.8 15.4
2.3 6.3 8.0 12,6 15.1
2.4 6.0 2.8 12.4 16.¢
2.4 8.4 11.0 12.2 14.1
2.8 6.4 12,2 11,1 13.0
2.8 6.1 10.8 1.6 12.f
2.7 6.3 10.2 12.1 114
2.4 8.3 9.0 12.1 1.1
2.3 5.4 9.0 12.4 12.4
1.9 4.5 9.3 121 1.
2.2 3.8 0,4 1.7 13.!

Source: Foreign Commerce Yearbook.

A statistical summary of Italian trade during these four periods
(table 17, and chart II, p. 72), shows rapid growthgin lira values (I)}f both
imports and exports from 1922 to 1926, decline and stagnation from
1927 to 1929, a considerable shrinkage during the years of the world
depression, and gradual though not uninterr

‘upted revi :
to 1939. Imports grew from about 15,700 Piilio yival from 1934

P! million lire i
26,200 millien in 1923, fell to a low of 7,432 million iIr]1 {gggn:; ht?zs?ftf:'
rising to & new post-depression peak of 13,900 million in ,1937 e
ports, on the other hand, fell from a peak of 18,665 million in 1926 to 8
dlepressno_n llowt(;if 5,22%1 million in 1934. After that year there was
WVIva . .

O ey g o then & burst of expansion to a peak of 10,497
The sudden expansion of both exports and ; i .
s it ST L ok o st s
exports is explained by the return to normal after the term‘port's " of
sanctions, by the general upward trend in world trade, and bmat ﬁon_se
in prices which took place as a consequence of the deval t'y t}li‘:lhe
lira in October 1936. On the basis of indexes of im o;ta 10(111 o e
prices calculated by the Fascist Confederation of In(f) A _&il_ expor
estimated that from 1936 to 1937 import prices incre us ({1? ists, 1t 18
60 percent, and export prices from 25 to pere itse rom 50 to
this rise in prices, the actual increase in Ttaly’s ent. Considering

i ; : trade in 1937 -
ared with 1936 may be estimated to hg as com
Eo 50 percent.® Other reasons for the ingl?ea]?szerilne%ual to about 45

after 1936 are the exceptionally large im .
in 1937 following a bad harvest n the",‘,’iiié’éi‘,f““““ which took place
increase in the importation of machinery anq E‘yem-, and the large
the equipment of the new factories buil ip reg Egmtus needed for
ment’s self-sufficiency campaign and its prepa&dnse to the Govern-
the export side, one important reason for the i ess activity. Ob

€ Increase shown is the

¥ Seo Giorglo Mortara, “I! Commercio dell'Italia con Pegterg " in Glornale ¢
e degll Economisti, Fobru-

ary 1938 nel 1987,"
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great expansion of exports to Italy’s colonies, of which more will be
said presently,

Tavre 17—lItaly’s total irede! and trade with non-Italian countries and with
Ialian dependencies, 1919-39

ws

L R Trade with Itallan

Total trade Trade with non-Italian countries dependencies 1

Year Exports Exports|
Excoss |XPOTY Excess | XPOrt
Imports| Exports| of im- | 2 B€% { Imports| Exports| of im- | o P ot | Lruports [ Exports
POrts i ports! portS \imports

Milliong | Milllons | Millions Millions | Millions | Millions Millions | Millions

of lire of lire of lire | Percent| of lire of lire of lire | Percent] of Hre of lire
198 . 16,623 , 066 | 10, 557 36.5| 16,433 6,627 | 10, 506 36.1 160 139
1920 ... 26,822 11,774 15,048 43.0 20, 688 11, 582 16,106 43.4 134 162
war. ... 16, 926 8,270 B, 647 48.0 [ 16,862 8, 156 8,736 48.3 34 123
1922 ___. 15,765 9,302 6,463 568.0 | 15,723 9,173 6, 550 58.3 42 129
1823 ____.. 17,189 | 11,093 G, 096 64.5 | 17,146 | 10,015 6,231 63.7 43 178
14,373 5,008 74.2 | 18,31 14,117 5, 184 73.1 80 250
18,274 7,926 48.7 26,058 17,987 8,071 69.0 142 287
18, 665 7,214 72,1 25,733 | 18,363 7,370 71.4 146 302
15, 634 4,741 76,7 20,276 | 15,307 4, 99 75.5 327
14, 556 7,304 6.4 | 21,502 | 14,264 7,538 5.4 118 202
14, 884 6,419 60.9 | 21,106 | 14,573 4,623 88.7 107 311
12,119 5,228 689.9 | 17,2066 | 11,838 5,428 68.6 81 281
10,210 1,433 87.7 11, 566 9, 961 1,006 B6. 1 7 249
6,812 1,456 £82.4 8, 205 A 1,639 80.0 63 2468
5,801 1,441 80.6 7.354 5, 752 1,602 78.2 78 20
5,224 2,451 8.1 7,582 4, 685 2,617 85, & 93 259
5, 238 2, 552 7.2 7.673 4,488 3,185 £8.5 17 150
5, 542 497 1.8 5,883 3,824 2,059 85.0 158 1,718
10, 444 3,400 74.9 13, 503 7,804 5,729 87.8 350 2, 580
10, 497 776 93.1 | 11,084 8,040 3,015 2.7 209 2, 448

5, 58 126 | . 67.9 5,014 4, 734 1,180 80.0 170 1,

! Italian foreign-trade statlsties used in this report are for ''speciol” trade {excluding gold and coins), which
correspondy, with minor discrepancies, to United States imports for consumption and demestic exports,
Sinee Jan. 1, 1930, both [talian “'speclal” imports and ‘‘special” exports have Included temporary trade for
processing or repairs, and “'special” exports have not included supplies for Italian ships and alrships. Previ.

ously the reverse obtained in cach case.
? Includes Eritrea, Italian Somaliland, Libia, and the Acgean Islands; after 1035, Ethiopia,
3 Preliminary, Publication of Italian trade sintistics ceased at the beginning of the war, Ib September
39,

Source: Commercio di Importazione e df Esportazione, Bolleltino Mensile df Statistica.

The data presented in table 17, as well as the dollar values of Italy’s
foreign trade given in table 18 and chart I1I (p. 73), show that during
all of the four periods just discussed Italy’s imports considerably ex-
ceeded exports. As the preceding sections have indicated, an excessof
imports over exports is normal in Italy. During the years preceding
the world depression, the import balance was generally offset by
receipts from tourist expenditures and emigrant remittances. When
the depression came, however, receipts from these invisible items in
the balance of international payments were drastically reduced. Yet
during the earlier depression years, as the figures on the excess of im-
ports given in column 3 of table 17 indicate, the gosition of Italy’s
trade balance was considerably improved, mainly because of a large
decline in imports, and immediate pressure upon the country’s cur-
rency was thereby prevented. After 1933, however, imports grew
while exports declined further and income from tourist expenditures
and emigrant remittances still continued at a low ebb. The results,
growing losses of gold and a pronounced weakening of Italian ex-
change, were among the causes which led to the adoption of the trade
and exchange control measures described in a previous chapter,'
and later to the devaluation of the currency.

1 See ch. 11, p. 27 fl., also ch. 111, p. 38 {I.

280014—41—7




82 UNITED STATES TARIFF COMMISSION

TasLE 18.—Dollar values of Ilalian foreign trade, 1919-39

Value of lirs
Excessof |
Year Imports Exports ; in T, 8. cur-
imports rency !
Millions of | Milllons of | Millions of Cenia per
dollars doliars dollars lirg

IOL0 e e 1,890.1 689.7 1,200.4 11.3
1920, e e v e e e cammemeacecanan 1,333.0 685, 2 7.8 4.9
1 725. 1 355.1 371.0 4.2
1922, e 750. 4 422.8 307.6 4%
< S 790.7 510.3 280. 4 4.4
1024 e 845.0 626. 7 218.3 4%
1025, ot 1,042.8 727.3 315.5 3.8
T026. o e e a e 1,006, 7 726.1 280,68 3.8
B 1,051.3 806, 7 244. 8 516
L 1,158.0 765.6 387.4 52
1929 e L1142 778.5 335.7 523
1980 e 909.0 635, 1 273.9 5.4
98] 606.6 531.9 4.7 821
198 424.1 340. 4 4.7 513
193y et 408.7 402,0 96.7 1671
1034 el 657.0 447.2 200. 8 18.56
1035 e e et 642.7 432.2 210. 5 $8.25
L 440.3 404.0 36.3 17.9
1937.. 733.4 518.8 1846 5.2
1088 ..o —--- 503.0 552.2 40.8 5.2
19397 (7 months) e 320.0 313 4 6.6 X

1 Data as reported In Federal Reseree Bulletin, By law of An .
war lira was fixed at 322.58 milligrams of gold 0.900 fine; its vnlggiﬁnz?j.lgﬁzéutrlggrfg ldwc:snfgr:litcoe‘nttlsw p(l-')fn
December 21, 1827, the post-war paper lira was stabilized at 27.25 pereont of 1te prey-war valuo, Fts gold
content was fixed ot 70.19 milligrams, 10¢ percent fine and it value in U. 8. eurrency at 5.26 conts, 01
October 5, 1936, following the example of France and other European gold bloe cuuntri(es the gold o oot
g-&ﬁgre ﬁmmz-s'r ‘if;) w:rsc;fxg%%cg ilg :01'94 i The gold content of the new lira was made equal to 46.
the meantime. P ’ alue in U. 5. eurrency was 5,26 cents, the dollar having been devaiued i

! Expressed fn predevaluation United States
5.48 cents; 1934, S.11 conts: 1035, 4.00 cente 1935?021,552' éch;tselxchange value of the lira was as follows: 108

3 Preliminary. Publication of Itali isti .
1030 ¥ 0] ian trade statistics ceased at the beginning of the war, in September

Source: Converted Into U. 8. currency from dsta in officig] Italian trade statistics

Though the figures for Italy’s import bala i i
the trade with the world as a Wholc? are exc;;)i?(sml;lul?)zg :1111% ;333 ;;1’
appear to indicate a considerable amelioration in Itaf7 's internation
trade position, in reality the improvement was not v%r considerable
during those years. The columns in table 17 recordinz Italy’s trade
with non-Italian countries and with Italign dependengies sl'):ow that
exports to the arcas under Italian contr e
{)ieal ter_rtiﬁory inItEin:st Africa), and th:toi, Sgsg;:g:;il); fﬂilﬁlgﬁfg igcgﬁ;

e with non-
1:{?%31. fi I; o col;ﬂtl‘les bas, on the whole, continued to be
e hgures for 1938 and for the
ever, show 2 considerable reductionﬁfll"?)t;r'l?tllrxlg 112)1:1387 of 119;3_911 do, how-
try’s import balance in the trade with non-Italian cpea in the couri:
opment probably due largely to the more strin eotmtrles_, a _devef
existing import controls. The 1937 figures mg nt application o
extraordinarily large mamlx because of g Pooxz . oreover, had been
consequent unusually large importation of wheatarvIcSt In 1936 and %
crop was good and imports of wheat in 193g could ton37 the when
very materially reduced. During 1938 Italy impo; tconsr.equeni:ly, be
tion only 290,489 tons of wheat as compare wi%?r ed for consump-
1937. The difference in cost amounted tq 1 :2001 1,658,397 tons i
over 40 percent of the difference between the :ndv,e(:O0,000 lire, or to

— 'se
1 No statistical data on trade, productlon, prices,ete., haye trade balances
of the war in September 1939. ®4B published in Italy stce the beginnio
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of 1937 and of 1938. A recession in prices of foreign raw materials
was also favorable to Italy since it saved hundreds of miilions of lire
in the lower prices paid for coffee, cotton, and other leading imports as
compared with 1937.

The sharp increase in Italy’s exports to Italian dependencies after
1935 is of course explained by the Ethiopian campaign and its after-
math. Whereas imports from Italian dependencies were affected in
only moderate degree in 1937, at their peak, exports to the colonies
were 10 times as great as in 1934,

The recent large exports to the Italian colonies represent in only a
stmall measure increased demand of the local populations; they con-
sist very largely of supplies for Italy’s military forces and of capital
goods needed for the development of the new Italian territories. In
evaluating the significance of this colonial trade, it must, moreover,
be remembered that exports to the colonies do not yield foreign ex-
change and have not been to any appreciable extent compensated by
imports from them.

The geographical distribution of Italy's foreign commerce.

The outstanding changes which have occurred during the last dec-
ade and a half in the geographical distribution of Italy’s foreign
commerce are the relative increase of imports from Germany, the rela-
tive decline of imports from the United States, and the rise of exports
to Italian dependencies explained in the preceding section.

The United States had trebled its share of Italy’s imports duri
the World War, and in 1922, with nearly 28 percent of the total, stﬁﬁ
reteined about half of this increase. The percentage, however, con-
tinued to decline, and since 1931 has been below the 1913 figure (ex-
cept in 1936 when the decline of imports from sanctionist countries
increased the percentage from the United States), until in 1937 a low
of 11 percent was reached. (See table 19.) In 1922 Germany was
far from having recovered its pre-war share of Italy’s imports. Even
in 1934 that share was still a full point below the 16.8 percent of 1913.
In recent years, however, Germany’s proportion has rapidly increased,
and in 1936 and 1938 was close to 27 perecent. In addition to the
United States, leading countries which have in recent years supplied
smaller percentages of Italy’s imports than formerly are the United
Kingdom, France, Australia, Argentina, and India (see table 19).

Apart from the recent great increase in exports to Italian dependen-
cies, which constituted 5 percent of the total in 1934 and 23 percent
in 1938, the greatest changes in the distribution of Italy's exports
during the last few years have been the increase in the percentage sent
to Germany and the decreases in the percentages sent to the United
Kingdom, France, Switzerland, the United States, and Argentina,
In the case of the three European countries named, the recent de-
crease has been but the prolongation of a trend more or less continuous
throughout the period since 1922, whereas the downward trend in the
shere of exports going to the United States and to Argentina has been -
of more recent origin.  (See table 20.)

In view of the abnormal increase of exports to the Italian colonies
in the last few years, less significance attaches to the share of o given
country in Italy's total exports than to its share in the total exports
‘to non-Italian countries. Thus, in 1938, the United States took 9.7
ipercent of Italy’s exports to non-Italian areas, 2 share not much lower
ithnn that in 1922 when it had been 11 percent.
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TaeLe 19.—Italian imporis of all merchandise, by continenis and priscipal suppiiers,
for specifed years, 1922 to 1938

i f I 1
Trpoatet froe— jm!ms!mx mms!.mur‘ms
. L L "
{ Velne in miltiars of Ere
‘ - - -
AL ermrstrles V.. ligrs om0 nea’ 565! 0 sow B 1L
! ! - i
Nowltalin emiriesd . | 15TR 205 u.sml TE2! nE3 Aas DS 110
3TN BT U L T S, £2 . 142 it o T 156 90 x5
. | I
"ame 236! LeB L@ Le1) ame' 239
&% L% il s M6 L3%: L1338
LEn: ¥4, Zg: 2% Is: Lost. x4
L2i e Fm| @8] st % &i
296° 0! el enl | 5108 511
L8l &3] Iy ozt wl 5wy M
8% w5 =S ml wl w! 3
W3 40, W[ M| W g6 &3
.20 | 7,Z8 ) 4,601 4.864| 360 7 7,051
N3 L334 123 L4% ;. Lel7| 2 16
27| Lom | m| em| sl E| ¥
2281 8257 am| @ I®|  a; 25
03 zl 190 e 350 632 G)
Bl @) s i zes| o am
521 01| 2 71 | 412 3
AR - B N - B AT 1%¢
3,644 | 2,652 1,50 | 1,484 i) 2128 | 22
1, 20 32 8 70 &0 £9 7
L245| 34| s % 8| e 76
ol B $ 4 2 3 1
Percent of tota] valoe
:
All countries ! .. .oooooo.ooooo} 10000 100.0§ 100.0| 100.0! 100.0) t00.0! 1000 100.0
Non-Jtallan countries?. _____.__. 99.7 9.5 9.3 98.3 | gn4 o7 4
i - 9.5 o1
Italian dependencies....._._.__.. 3 .5 .7 1.2 L6 28 25 1o
ADETIEA ..o ooooimimieccmicaiaees 38.3| 240 23] 210| w3
United States ... zZio| 26| 14| 125| 13 jﬂ f"ﬁ 2.1
Argenting. . ooee oo s ‘_!;g gg 481 381 38| 3 .}'5 e
Other America. . ....oeniennn - - . 19| w2y ge| 232 e
11 O Y 7.8 0.8 70 82 n
Brtisb Trdia and Ceylon. 2~ 12 £7) e8| L1 4 e 31 &3 72
Other Asia_ ___..ooirviroanaen . 3.6 40 34 o 2
TSRO 27| 38| 39
Africad.. 6.4 6.9 49 66 a0
7 LT T 451 470 e25| sp9
Forg ermany... ... 78t 83| 13.2| 158 ﬁ; g&g 57 62.5
United Kingdom. 1128 10.4) ‘04| pz2| 73 5| 1we| =7
Franee. ... 7.3 2.0 7.1 57 6.0 21 4.0 65
Aunstria . 21 26 2.5 25 a5 i 3.5 2,3
Rumanla__ 1.8 .5 2.8 L& 31 a: 4.5 U]
Awitzerland . 21 20} 341 38| y,| Fof 28 22
Othes Burape. wi| we| =e| xa| 20| as| 39 I3
ther EUrope_ _o.ooovemooceenn . 7 . g 3
pe . s s 28| 9.0, 138 154 19.8
Qreanid. ..o 5 1 ]
Australla____ ... .- 5.5 47 27 2.0 g }-0 3.4 1.9
Other Oceania. ® 1 -1 1 | @ 0 a4 1.9
® ®

s Plgures for mports Include fish from Aretic and Antarctic regions ang rey,
minor significance. urned Italign g  both of
t Turkey and Russia included in Europe. oods,
* et not.ilnclud; I’mlm&dﬁwdenﬁgg subsequently becsme the ]
« Includes imports from lerritory w Hsh P
s Included in Germany. ree State {Eire).
s 1ess than 0.05 percent.

sourcé . Commerclo di Importazione ¢ di Faportazione.
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Tasre 20.—Italian exporls of all merchandise, by continents and principal markels,
for specified years, 1922 to 1938

Exported to— 1922 1925 1931 1934 1935 1638 1637 1638
Value in millions of llre
AN countries Vo ___. 9,302 | 18,274 | 10,210 | 5,224 | 5,238 | 5,542 | 10,444 | 10,407
Non-ltalian countries L__________ 9,173 | 17,087 | 0,061 [ 4,965 | 4,488 | 3,824 | 7,864 8,040
Italian dependencies.......__. C 129 287 240 259 750 | 1,718 | 2,580 2, 48
America. _...ommceeooomoemae_iae | 1,827 3,040 | 2,240 812 802 889 | 1,570 1, 640
United States. 1,806 | 1,046 388 422 550 784 782
Argentina_._.... 1, 145 829 218 162 160 403 405
Cther America 599 374 2006 218 179 302 482
Asia 1. ____ vt amemmesesemmcmmadsmsman 235 74 555 274 240 i 459 433
British India and Ceylon. 1] 333 192 119 83 50 148 163
Other Asia 136 441 363 165 153 2] 311 210
Alricad, . . ienrmcmaceeeaes 360 934 453 269 243 186 580 500
Burope #d. e 6,550 | 12,037 | 6,024 | 3,545 3,123 | 2,857 | 5,131 5,45
Germany. ... 672 ] 2,026 | 1,000 833 851 1,080 | 1,503 2,002
United Kingdom. . a,117| 1,852 | 1,201 520 431 166 641 587
TANCe. . - coeeem s 1,365 2,024 | 1,119 352 305 100 £42 33
Switzerland -] 1,208 1,635 71 438 338 240 508 495
Auastria..___. 222 666 as 122 134 193 288 | (5
Rumania.. a1 302 120 75 a7 2 129 140
Hungaty.....- 25 87 87 130 89 n7 202 167
Other Europe. ... ccevmeavemaman 1,550 | 3,446 | 1,021 | 1,060 908 48| 1,47 1,026
68 132 20 35 41 19 67 75
65 120 28 31 36 18 1] 66
3 12 1 4 5 3 6 9
Percent of total valuae

“AI GOUDLHIES 1. o eeoeeeemeeeeneeann 100.0 | 100.0| 100.0| 1000 100.0| 100.0] 1000 100.0
Non-Ttallan eountries 1 . _._..... ) 8.8 08 4 7.8 95.0 85.7 69.0 75.3 6.7
Ttalian dependencles____..._.-.._ 1.4 1.4 2,4 5.0 14.3 3o 2.7 23.3
America . oo 19.6 21.4 2.0 15.5 15.3 16.0 15.1 15.8
~ United States. y Z 10.9 10.4 | " 10.2 7.4 8.0 9.9 7.5 1.5
Argentina._ ... 5.4 6.3 B.1 4.2 31 2.9 3.9 3.0
Other Ametlca 3.3 4.9 3.7 3.9 4.2 3.2 3.7 4.4
F P 25| az| 54| 52l 47l 26 44 41
Pritish India and Coylon.._ 1.1 1.8 L9 2.3 1.8 .9 1.4 1.5
Other Asia . Canme oL 1.4 2.4 3.5 2.9 29 L7 3.0 2.6
Alriea Y el 3.0 5.1 4.5 5.2 4.7 3.4 5.6 4.8
Europe ! e ecrrreenman ©70.5 85. 9 4.9 67.8 50.8 48.1 40.1 50.9
Ge nyY. . aau- .- 10.4 111 10.7 15,9 16.2 19.8 14.4 19.1
United Kingdom._ .| 112.0 10,1 1.8 10.1 8.2 2.8 6.1 5.6
CC. . ceeeaa - 4.7 111 10.9 6.7 5.8 3.4 4.2 al
Switzerland. .- 13.0 8.9 7.5 8.4 6.4 6.2 4.9 4.7

Austria___ .. - 2.4 3.6 3.1 23 2.8 3.5 2.8 Q]
Rumania . 1.0 1.7 1.2 1.4 L3 4 1.2 1.3
Hungary._..... - .3 .5 .9 2.5 L7 2.1 1.9 1.6
Othor EUrODe. cvavooccaeaeaeee e 16.7 18.9 18.8 20.5 17.4 8.1 13.6 15.5
VeesB . . ceeeeeveemmccreeeeee .7 .7 .3 7 .8 4] . .8 T
- .7 N:] .3 .8 .7 .3 .6 .6
® A ® N .1 A ® .1

1 Figures for ex?oﬂ.s include those to the frea ports of Tricste and Fiume, suppiies for non-Itallan ships

and for Itallan ships in 1922 and 1925.

! Turkey and Russis included in Europe.

2 Does not include Italian dependencies.
4 Includes exports to territery which sub:

§ Included in QGermany.
? Less than 0.05 percent.

Source: Commerclo di Imporiazione e di Esporiazione.

sequently became the Irish Free State (Elre).
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The reasons for these important geographic shifts in both mmport
and export trade are not far to seek. Closer political and economic
ties between the two countries and the recent territorial expansion
of Germany account for the remarkable growth in the trade between
Ttaly and Germany, while the efforts made to achieve a high degree
of economic self-sufficiency explain in part the decline in imports mfto

Ttaly from the Americas and certain former important Kuropean
suppliers.

Italian foreign trade by economic classes and principal commodity groups.

Perhaps the outstanding fact in the distribution of Italian trade by
economic classes and leading commodity groups (tables 21, 22, 23
and chart IV) is the predomimant position which raw materials now
occupy in Italy’s import trade. Crude raw materials in 1938 ac-
counted for nearly one-half of Italy’s totel imports. The proportion
was materially greater than it was in the twenties, and much greater
than in 1930 and 1931 when prices of raw materials were very low.
1t is significant moreover, that although the “Battle of Wheat” began
in the middle twenties, foodstuffs continued, for a number of years,
to form about 24 percent of imports, until in 1933 they suddenly
dropped to & 15 percent level, where, excepting 1937, they have since
remamed, These changes reflect the Government’s self-sufficiency
program, which has tended to limit imports to indispensable foreign

raw materials and semimanufactured products and to replace foreign
foodstuffs and manufactured articles on the domestic Emrket with
commodities of local

¢ production. Th : c
cessful in reducing the i e program has been more su

e Importation of f .
factured goods, The shate of ma of foodstuffs than those of manu

. . nuf : : ta
wes even higher in the last decade actured goods in total impor

> : than in the preceding one, but
E}E%E?;:il:;l.ﬂted from the decided decres_lse in the share of the food-
e data on the distribution by economs Ttaly's
exportatmde (table 21) show that Wy' e there :g c(i}:ﬁ;s aoif,endexiy
t'ofm'r  Telative increase in the exports of foodstuffs, there is 8
relative decrease in the exports of raw materials and of semimanu-
fG&ctured art1,c les. These trends indicate some success in the Italian
a.lfg %m:?:t?o;eg?}zoe(gr% to (eincourage the domestic production
u - .
us%‘gft%&li?nf; atural resources. Yo provide for the fullest possible
rther light is thrown upon the composit ] .
: 8
trade B showing the valuss of the principal groups of eommodie?
o the t,otZI ‘I(’Egﬂf s ggd e}:lports, as well as the relation of each group
tant o hose. 23). Among the imports, the most im:
corn), raw cotton, and aoal, ey uLiS8 Eraing (chicfly wheot, an
b -otion, and coal, follow : - T
and its derivatives), iron and steil (g?m;r{li Osl(l:f' (chlefily l?etr?(‘}:llll‘ll)n
%Jekgrogg CgﬁlSlStHlllg chiefly of raw woo , and theazlr)ma%ine:r ouP’.
Ifgl e}; toE:.l igi)oitsse zt;;en ETOups account for a.boit onz-hgz:lf of
nuts{ rayon and raw silk, c;glt%nltg;{;?ese&; ialg exports are fruits and
these lflour groI;Jps ac(l:;)unt_ or about 45 ém[énta(l)lftgcl)lég]bilfsf‘ Toge(i)zll‘lg
Table 22 shows that since 1999 Itnﬁ)y’s imports of alian exp ok
wh;a:t) and of c%t;tcﬁll have decreased cons icuI:n:lslS 0 glt‘)amls t(ma lug
and in relation e total trade. Qp ¢ e oth y 11)!1 absolute va :
comprising. iron and steel, copper, machinery, c::.l :IIllg, n?lfefﬂ’ﬁﬁs
¥
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have risen in relative importance. On the export side the outstanding
change has been the great decrease in the silk group (mainly raw silk),
which fell from 2,427 million lire in 1922 (including at that time only
a small quantity of rayon) to 308 million lire (not including rayon,
now shown separately) in 1938, or from 26 percent of total exports to
3 percent thereof. Exports of rayon have increased greatly but have
replaced only a small part of the loss in exports of silk, The export
groups which show the most conspicuous increases in relative im-
portance since 1922 are fruits and nuts, wool and hair (chiefly woven
fabrics), and vehicles (chiefly automobiles and parts).

TasLE 21.—]talian foreign irade with all countries, including Italian dependencies
by economic classes, 1919-38

[Value in mitllons of lire]
Foodstuffs Cruderaw | Semimanyfac- | Manufactured
i materials | tured products products
Year Total
Percent Percent T
Valus of Value o‘ml Vailue Pe{:?ent Value Pe{'ﬁ?
total total total totsl
A, Imports
58641 353! G302 239 15
736 | 24| g | 349 o R el Eaal. m
7,053 | §.6| 48| 28p| ¢ 3| 2 15
5| 2418 | 14.3| 2635
S049) 3201 5243 33| ¥u3| 197 | 30| 15
4943 | B7( 6634( e| 3132 193( 40| I
477 | M3 7807 40 : 4.
8341 | 2402|1021 39]3 ;’% %"g 3 332 }5—
81001 286110108 39.1( dis| 09| 4257] I8
baz| 91| 75| 71| 4239 | 20 v285 | 18
G051 26| 7,856 ) 45| 4474 | au3 3: 85| 7.6
4051 28! 00| g 8
g: Ozgg U s 5 %g 32'.; §' ;(l]g gl):; ‘éj %‘; g: g
Lo B4 ;loss 3.3 f;%%% .5 ?1323 15,8
. B 3160 | 4241 e8| 218 | 1.624| N5
Lo | 17| 3
il owel 3| £1) bes) mal nem| e
aoml 1830 24m( 43( vy | =% LT )
, 20.7| 6,245 | 44 ' ) ' T
L9112 55| drs e s é:gég 1.6
. ‘y . .
B. Exports
— 7 -
93| 150) &
AR AR T H YA
Z192| o3| 00| 7| 2as9| 207 3243) 302
2| 28| L Wl 124} Tenl 303} 3im| 3.7
0, 1.3( 3,195 28| 4002 369
921 23| Ler| 154 ' 7
:.m 21| Lsw| 303 34.703 25.8 | 5,138 35-9
e | &8 Lotr( g3 6| mE) vos| 30
3955 | o254 1'gn Lol 43s2( 2:3( 7,584 0.6
2300 21l | Y| ® 0| ma| o i
, 3| 6105 .
g Faiboud sl aoal 50 a' 1| 432
20| o9 M 100 0.0 2em| 21| g9 407
2201) a23| o 81 ne86 | 10.3| 4387 43.0
BT ey gl I L) as| Zew!
{‘%553 3.6 803 1.5 ' 2.8 2'm '}
. 325 B Lizo | g 4 36.
2,030 | 358 f;‘; W1l Cog| 58 }’30% 36.4
303{ g 8.5 ‘gop . ar.2
L 17.6 | 2.064
dam | a1 el 83| Lowy| 1ol fasp| 421
8.0} 1,008| 183 4385 4.6
Source: Annruario Statistico Naliane for 1837 and 1935 Com
» -Ommercio df Importazione e gy Esportarione, 1938.



TasLe 22.—[Italian imports (including imports from Ilalian dependencies) of all merchandise, by principal commodity groups,! 1922-38

Grains, oil Btones, Mineral
seeds, Minera :
lepumes, | oflnuts,’ | Cotton |Wool, hair, | Iron, steel, | Copper, lts| peo 0 a?‘rttlllgl'}- Wood | oils, gams, ?ﬁgne;' caraper, "
and their and their and its and dthelr nnddtboir alloyds. a?sd ery, ap- | metallic g:r'lir (;ﬁ::%sy and furs | graphic-art | Al other
Yoar edible residues ) products | products | preducts | produe paratus | minerals v a (chiefly | products | commod:| Total
roducts (chiofly (chiefly (chiefly (chicfly (chiclly and (chiohy (chiefly crude | nohides| ‘(chiefly ities 1
‘:chieﬂy pean‘lilts raw ) rawl) scrgp a)nd roﬁncd) parts coal and lmeg) p?ltl.;?l(t)ailllgn. and wood
wheat and i cotton woo 813, copper phosphate 3 skins) pulp)
eatand | fiaxsood) oy gasoline)
A. Value in millions of lire
3,826 323 1,830 907 460 267 209 1,427 385 10 492 233 4, 666 15, 765
3, 537 402 2,534 1,048 484 358 483 1,711 474 724 573 227 4, 654 17, 189
2,738 538 3,135 1,103 693 423 591 1,727 668 821 697 268 b, 884 19, 381
4,169 708 3, 191 1,815 1,304 572 1,059 1,064 953 978 1,041 403 7,645 , 200
4,102 710 3,423 1, 560 1,102 634 1,091 2,231 1,076 1,147 434 7,308 25, 879
3,48 732 2,031 1,231 T84 453 601 2, 100} 385 1,000 701 290 5011 20,376
3,41 614 2 514 1,625 825 551 705 1,337 785 908 1,128 6 8, 551 21,920
2, 548 679 2, 528 1,592 950 436 1,755 840 962 239 395 6, 625 21,303
2,004 a25 1,684 978 825 383 08 1, 560 787 98 643 347 5,095 17,347
1,285 00 n7 619 445 264 487 1,235 520 871 430 269 4,203 11, 643
349 35 830 278 175 385 814 352 438 297 101 2,890 8,268
31 183 024 503 170 364 833 316 300 326 203 2,513 7,432
325 205 2 615 363 L1567 a7l 1,010 324 377 320 219 2, 597 7,675
421 183 850 483 211 421 1,179 339 470 288 247 2,405 , 700
445 181 504 201 378 240 408 897 164 440 140 222 1,830 6, 039
1,537 565 1,144 701 798 470 509 1,081 357 007 471 431 3,833 13,843
09 241 903 802 it 377 758 1, 960 269 o4 280 474 3,407 11,273

1 Included are sll commodity groups, imports of which from non-Itallan countries  other commoditics” in 1937, were: Cattla, 261; crude rubber, 224; coffes, 200; edibie
averaged over 200 milllon liro annually in the peried 1835-27. olive oil, 152; and tin, 82, .

1 Important Italian imports (values expressed in millions of live), Included among *all
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TaBLE 22.—Italian imports (¥ncluding imports from Italian dependencies) of all merchandise, by principal commodity groups,

1922-38—Continued
Gralns, Btones,
legumes, | O seods, earths Mineral | pqqq Paper,
ol] nuts Cotton | Wool, halr, | Tron, steel, | Copper, ({3 4 oils, gums ' L
a;‘:ibtel:g'l.r and thelr | andits | and their’ | and'their |slloys, and ls'll:acl;in- ﬁg&?&' resins 5‘2?;;_3 mmﬁ’f?’g& Allother
resldues | products | products | products | products ¥, 80- (chiefly { 8%, graphic-a
odibla {chicly (chiefly (chiell tehiofly (ohiefl parstus | minerals ertido {chiefly | products | commod-
produets uts T raw_ | crapand | refine (chiefly trolonm, | F8% bides| (chiofly
chioly | PErd~ | cottom | wooD bars) | copper) ool and | 1ot ery | Pluel ofts, "| 8nd woad
W) ce:rtn |)md flaxsced) phgggﬁl)ata gasoline skins) pulp)
B. Percontage of the value of all {mports
2.0 2.0 122 6.8 3.0 L7 2.5 9.0 2.6 4.6 3.1 L5 20.0
20.6 23 14.8 6.0 2.9 2,0 2.7 10.0 28 4.2 3.4 1.4 26.9
14.1 2.8 16. 2 6.1 3.6 2.2 3.0 9.0 3.5 4.2 3.6 1.3 30.4
15.9 2.7 4.5 6.2 5.0 2.2 4.0 7.5 3.7 3.7 4.0 16 260.1
16.2 28 13.2 6.2 4.3 2.5 4.2 8.6 4,2 4.4 3.7 1.7 8.0
18,9 3.6 10.0 6.0 3.9 2.2 3.4 10.3 4.4 5.0 N 15 28.9
18.0 2.8 11.5 7.4 3.8 2.5 a6 6.1 3.8 4.1 5.1 1.6 20,9
12,0 3.2 11.9 7.6 4.7 2.3 4.6 8.2 3.0 4.5 4.4 1.9 Lo
12.1 1.8 8.7 5.6 4.8 2.2 4.6 9.0 4.5 5.3 3.7 2.0 #Ha
10.9 2.7 7.9 5.3 3.8 2.3 4.2 10.6 4.5 5.8 3.8 2.3 369
10.8 2.8 10.1 6.7 3.4 1. 2.1 4.4 0.8 4.3 5.3 - 3.6 2.3 Mo
4.2 2.5 12. 4 8.0 4.1 2.3 4.9 11.2 4.2 52 4.4 2.7 33.9
4,2 2.7 10.3 8.0 4.7 2.1 4.8 13.2 4.2 4.9 4.2 2.8 33.8
5.5 2.4 8.3 50 6.2 2.7 5.4 15.1 5.3 6.1 3.7 3.2 32.1
7.4 2.7 8.3 3.3 6.3 4.0 6.8 14.9 2.7 7.3 2.5 3.7 30.1
11.4 4,0 8.2 5.0 5.7 3.4 4.3 14.2 2.6 7.2 3.4 3.1 21.5
3.6 2.1 8.0 45 8.9 3.3 6.7 17.4 2.4 8.1 2.5 4.2 30.3

: Annuario Statistico Italiano for 1937 and 1938, Commercio di Importaziene ¢ di Esporiazione, 1938,
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TaBLE 23.—[talian exports (including exporis lo Ilalien dependencies) of all merchandise, by principal commodily groups, 1922-38

Edible commodities Textile materials and their produets ? Other commodities
. Grains, L"g' Fruits, nuts, Cott other vege-l 1w ool and . Artificial | Vehicles en?tthogﬁ('m-
Year Dairy |umes, tg OIS,| “oratables |Beverages { g_ ?]l\l' table fibers | (chiel- Siilk |- fibers | (ehiefly | metaltic | AD other
pr?IQucts and dt et:"r (cliefly citrus| (chiefly | (Chie 13 {chiefly Iy woven (chiefly {chiefi automo- | minerals com- Total
('i, ieth ey Uets 1 froits, grapes,| wines) r“g‘.gs) crude ?abrlcs) raw silk) rayon{ biles aud | (chiefly |modities?
cheese) | (chiefly rice, | ™ 4imonds) abri hemp) parts) | sulphur,
potatoes) marble)
A, Value in millions of lire

219 384 966 230 1,197 458 200 2,427 302 280 2,630 9,302

37t 454 885 24 1,781 496 304 766 325 323 3, 051 11,063

503 865 1,411 385 2,252 646 505 3,137 510 374 3,785 14,373

012 1,017 1,805 350 2,906 756 755 3,778 763 431 4,981 18,274

850 2276 330 2421 783 842 4,174 770 488 5,193 18, 665

447 740 1,919 331 1,821 729 676 3, 44 858 508 4 341 15, 834

484 574 1,808 al 1,893 589 74l 2,981 539 460 4, 366 14, 556

406 5§92 1,879 208 1,888 570 769 3,031 508 462 4, 483 14, 884

398 E06G 1,563 234 1,403 421 554 2,297 426 393 3,020 12,119

350 374 1,312 225 1, 277 606 1,661 740 324 3,424 10,210

281 376 1,001 127 735 188 301 404 584 280 267 2,198 8, 812

182 407 1,007 138 811 210 257 324 530 281 200 1,828 5, 991

163 282 879 156 402 218 256 188 557 164 170 1,687 &, 224

186 253 953 178 394 214 181 180 515 255 197 1,722 5,238

168 315 1,080 248 356 165 139 212 413 546 157 1,723 5, 542

240 50 1,603 351 1,101 410 472 34 871 508 327 3,301 10, 444

257 570 1,823 340 1,014 375 403 308 B89 698 266 3,450 10, 497

v Included are all commodity groups the axports

excesded 100 million lire in each of thio 3 years, 1935 to 1937.
to all countrles including Itallan depencdencies, exceeded 100 million lire also for iron,

of which to non-Ttalian countries
In each of these years exports

steal, and their products, and for machinery and apparatus,
1 Excluding sown articles which altogother constitute less than 1 percent of Itaiy's

total exporis,

¥ The most important Italian export commedity included among “all other com-
modities” is edible olive oil, exports of which toe all countries were valued at over 146
million 1ire in 1937, and 184 million lire in 19338,

HAvyaL NOIAHOL ANV ADITIOd IVIOHEWINOD NVIIVLI
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TasLe 28.—INalian ezporis (fncluding exporis to Ialian dependencies) of all merchandise, by principal commodity groups, 1922-38—Continued

Edlble commodities Textile materials and their products Other commodit ies
. Stones,
o | Omins deg | pogiee nts Other vege- . Vehictes | earths, non-
Year Driry |umes, tubers,) epotables * [Beverazes| SO0 [ able ibers| Voo 809 | sy | ATUACIAL (ehiefly | metallic | Al other
?Eﬂ‘i :E;S m:gd i :g (chiefly citrus| (chiefly | oven (chietlly Iy woven (chigfli% (chiefly g_tlnomo& mihn'e?h com. Total
roduc f rmde ) raw si ! es :
S | i | e | 55 s | IR ey |Sletand | iy |
Ppotatoes) marble)
B. Percent of the value of ali exports
2.4 41 10. 4 26 12,9 4.9 22 28.1 32 30 28.2 100.0
34 41 89 2.0 16. 1 4.5 27 249 28 2.9 27.6 100.0
3.5 6.0 8.8 2.7 157 45 3.5 21.8 3.5 2.8 28.4 100. 0
3.4 5.6 10. 4 1.9 15,9 43 41 2.7 4.2 2.4 27.1 100.0
29 4.6 12,2 1.8 13.0 4.2 4.5 2.4 42 25 27.7 100.0
30 47 123 21 11.7 47 43 2.0 4.2 a3 277 100.0
3.3 3.9 11.1 21 13.0 4.0 a1 20.5 3.7 3.2 30.1 100.0
27 4.0 12.8 20 12,7 a8 52 20,4 3.4 3.1 30.1 100.0
3.3 4.2 12.8 1.8 1.8 3.5 4.6 18. ¢ 3.5 3.2 32. 4 100.0
3.5 a7 128 22 2.9 27 4.9 16.3 7.3 32 3.5 100.0
3.8 5.5 18.0 1.9 10.8 2.8 4.4 59 8.6 4.1 e 32.3 100. 0
3.2 6.8 16. 8 23 10.2 3.5 4.3 5.4 89 47 3.4 30.5 100.0
a1 5.4 18.8 3.0 9.4 4.2 4.9 3.6 10.7 32 32 32.5 100. 0
3.6 4.8 18.2 3.4 7.5 4.1 3.5 3.8 9.8 4.9 3.8 2.8 100.0
28 57 19.5 4.5 7.0 3.0 25 38 7.5 9.8 28 Lo 100.0
24 5.2 15.8 3.4 10.6 3.8 45 30 8.3 8.7 3.1 3lL6 100.0
24 5.4 17. 4 3.3 9.7 3.6 4.7 2.9 8.5 6.7 2.5 32.9 100.0

SOURCE: Annudrjo Satistico Haliano, for 1937 and 1938, Commercio di Importazione ¢ di Esportazione, 1938,
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ITALIAN COMMERCIAL POLICY AND FOREIGN TRADE 93

Leading Italian imports and exports.

A more detailed study of the values of the 10 most important
import and export commodities in Italy’s foreign trade during each
of three representative years (table 24) fully confirms the analysis
made in the preceding section.

It shows, on the import side, the greatly decreased importance of
wheat as an import item (from first place in value among individual
imports in 1926 to sixth place in 1934 and to below tenth place in
1938) and the increased importance of late of such raw materials
as crude mineral oil, copper, and iron and steel scrap. The tradi-
tionally important items coai, raw cotton, and wool,? continue high
on the list, though coal has gained in relative importance and cotton
has declined. The main reason for these changes, as has already
been pointed out, is to -be found in the Fascist Government’s efforts to
achieve a growing measure of economic sclf-sufficiency, and to limit
importations to raw materials not available in Italy in quantities
sufficient to cover domestic and military needs. The extent to which
the Government's campaign to reduce unnecessary imports is carried,
is further illustrated by the disappearance, in 1938, of coffee from thae
list of leading imports.

On the export side, the changes appear to be somewhat less drastic,
with the striking exception of raw silk, which headed the list in
value in 1926 and then fell below tenth place. Its disappearance
has permitted such other traditional Italian exports as cotton cloth,
artificial fibers, citrus fruit and other fruit to advance to positions
of greater prominence. o )

Turning to the quantities of the principal import commedities
given in table 25, it is seen that imports of practically all items except
copper and petroleum derivatives (commodities important to Italy
for their possible military uses), show declines from their peaks in
the late twenties, the declines being most pronounced for wheat and
corn, and least pronounced for iron and steel scrap and coal. With
the exception of sulphur and wines among leading export items, re-
ductions in the volume of exports (table 26) also hav.e teken place
in recent years, probably because of the general decline in world trade
arising from the depression and the increase of trade barriers, though
the more intensive domestic use of certain materials formerly exported
may be a factor. Moreover, it should be borne in mind, that, exports
are likely to tend toward lower levels whenever imports are materially

curtailed.

1 hat after reaching a peak of 2.8 milllon metrle tons In 1921, the importation of wheat
decﬂ’é‘é]‘io%ﬁx %} 230 thousand tons [n 1938, Imports of corn too declined drastically, from a peak of -
913 thousand tons in 1028 to 55 thousand tons in 1638.



TaBLe 24.—Ten principal commodilies entering into Taly's foreignTirade, 1926, 1984, and 1938 1

[Value in millions of lire]

1026 1934 19381
Percent of Commodit Valye |FPercent of Co dlt; Valu Pc:ar!.n'lt of
Commodity Valus | i,1a] value 4 total value mmodity | value
A. IMPORTS

. 536 13.7 || Coaland coke... oo oeoonoioaaol 857 11.2 || Coaland coke. .. oomocrmeceemccene- 1,758 15,6
hBAL.e o eeooneoonam e 3 008 11,6 (| Cotton, TaW.. oo oo oo e 722 9.4 || Cotton, raw. ... .72 828 7.4
Coal and 00K . - oo vnooe e eeam 12,020 7.8 || Wool, in the grease, and washed, wool Machinery, apparatus, and 759 6.7

Machiner np',;a',g{u;';;,& _______ 11,091 4.2 waste, and focks. .. _......... 513 6.7 || Mineral oll, crude, and resi ues ﬁ-om
Wool, in ’ﬂe grcm and was lcd wool Machinery, apparatus, and parts_.. .. n 4.8 the distillation of . .- ... ..o 857 5.8
wasto, and oeKS. . ..o owoeoveeemeen 1,079 £2 Lumbrg. comimon, rough sgjuared, or 270 a5 Wool tig t,ha:i gﬂrcals:e and washed, wool 0 a7

Y eammon. Fottgh, square SAWOD i ae e X waste, and JockS. oo ceeeenon X

Lumber, Sommon, 1 ugh, squared, or | . 3.3 || Wheat . JTITTITITIIT T NI 24 || Wood pulp. ..o ool 03 35

Mineral gits (cxeont srivdo and residucs Fish (except shellfish, caviar, ete. 178 2.3 || Copper and its alloys, in Ingots and
from the dist{llation of) ™ 2.8 Ollseeds.. .. - iooooi ... 172 2.3 F-Ta: ) <, 327 2.9
d_q 2.4 |[ Hides and skins, raw, except furskins. . 171 2,2 II Fish (except shellfish, caviar, ete.) ... 24 2.2

21 Mineral oils (except erude and residucs Lumber, common, rough, squared or
from the distillation of).. 162 21 236 2.1
2.1 Allother....._..._...-...- 4,074 53.1 233 2.1
45.8 5,418 48.0

........................... 7,675 100. 0
100.0 Total. i aaaas 11,273 100.0
B, EXPORTS

Silk, raw, reelod. - .oc oo eeceoan 2, 229 11.9 )] Artificial Bbers_ .. ... ......... 299 5.77] Cottoncloth, .. .. oo emnnn 875 8.4
Cotion eloth. ... .2 J21T217TT 1,831 8.8 [[ Citrus fruits.. 277722000 279 5.3 || Citrus fruits 540 5.2
Automobliles. ... _.___.___.._..- 710 3.8 || Cottoncloth__..___._ ... ... .. 260 6.0 || Dried fruits and nuts 511 4.9

Citrus fruits. ......._. - 688 3.7 || Dried fruits and nuts. .. 220 4.2 {| Grapes and other fresh frult, except
Driod fruits and nuts_ . ... .. ... 665 3.6 || Cotton yarns, except sewing thread . - 173 3.3 CILTUS - o e e am 370 3.5
Hat shapes, hats, caps, and bonnets___ 551 3.0 heese. .. . .o 152 2.9 || Artificial fibers. .. oo ovnooo . 364 3.5
Artificlal fibers__.____ .. ... ... 532 2.8 ) Winesand vermuth._..__...._. _._. 146 2.8 || Machipery, apparatus, and parts. ____ 340 3.2
Cloth, mixed withsilk_......_._...._. 4090 2.7 || Hemp, flax, and other vegetable fibers, Wooleloth. oo ... .. 304 2.9
Hemp, flax, and other vegetsble fibers, raw, except cotton... .. ..._....._.. 146 2.8 {| Wines and vermuth___. _.___..... . 283 9.¢
raw, exceptootton .. ... ___ 479 2.6 Machlnery apparatus, and parts..__. - 142 2.7 ]| Automgbiles, .___. ... . ... 264 2.5

heese. . 456 2.4 || Grapes and other fresh frust, except Hemp, flax, and other vegetable fibers
Allother .o s 10,025 53.7 {18 4 PN 129 " 2.5 raw, except cotton.. ... _...._... 235 2.2
Allother ... 3,278 62.8 |} Allother, .. .. ... ..o ...l 8,611 63.0

Total el 18, 665 100.0

Total. . i eereaaa 5,224 100.0 Total. o amaeae 10, 497 100.0

1 For & mote comprehenslve list of the prlnc\t iy u Tt 1
mpoticd on IE'DBI'B OT neeo!

wal Tiallan imports and exports in 1938, see tables 70 and 71 in appondix II, pp, 171-173,

1 Tinea not include tho value of the amoeunts

Er— Y

nmLiese £Vummy
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TaBLE 25.—Italian imports ! of principal commodities from all couniries, average,
1506-10 and annually, 1919-38

[In thousands of metric tons—1,000 metric tons equal 634.2 long tons or 2,204,608 poands)

Iron and { Iron end
Year Wheat | Corn Raw Raw steel  |steel man-

cotton | wool scrap | ufactures
1,174.2 196.5 194.6 20.2 367.3 205.1
2,104. 8 168.7 176.0 33.6 06.3 44,9
2,118.4 320.0 178.9 33.1 142.9 302.8
2,790.8 456, 3 157.9 22,2 00,8 216.0

2,681.3 504. 5 .7 45.7 305.9 93,
2,788.7 444.2 185.3 42,3 433.7 86.8
2,131.0 146.1 201. 4 42.1 542.0 151.3
2.241.9 166.8 236.9 41.7 060.9 380, 4
2,144.3 482.7 239.4 53.2 766. 0 254.6
2,308.2 414.4 200.1 47.8 493.3 208.6
2,744.8 913.4 232.5 69.7 862.0 203. 4
1,764.8 765.9 244. 5 4.7 004. 4 220.9
1,935.1 713.9 204.7 80. 3 855. 4 245.3
1,485.0 738.2 170.5 3.9 613.0 145.3
1,056, 2 643.3 190.2 7.3 474.2 132. 6
466. 6 138.0 216.8 91.8 620.8 167.5
460. 0 163.7 187.4 7.8 L7 220.3
540.7 233.1 148.7 57.6 990, 0 275.9
535.0 166. 7 101. 4 21.0 400. 4 1356.2
1,0658. 4 126.2 166. 4 45.1 545.3 211.2
290.5 55.3 158. 5 a7 632.8 190.0

Machinery, Potro-
C&gjzgr, bgilers, ’ Coﬂl' Lumber dk“fm Iii:das
. and appa- coke criva-
bronzo TALLS tives sking

1006-10 AVETARG. o o cacoc e rimnmmmrmaee 20,2 131.4 | B,613.7| 1,307.3 860.8 26.6
1919 e 79.4 63.0 | 6,226,5 208.8 2411 4.9
V020, LTI 22.6 96.7 | 5,620.0 495.9 247.0 20.1
24.0 65.4 | 7,470.5 578.6 203.7 23.8
45. 5 56.6 | §,834.4 848.2 201.1 35.3
49. 4 544 9,133.7| 1,0M10.7 8.9 36.2
58.B 70.4 | 11,170.4 | 1,372.2 376.4 41. 4
70.4 107.1 | 10,512.9 | 1,736.8 428, 4 45.3
73.0 113.8 | 12,2580 | 1,81L5 460. 1 42.9
70.9 73.6 | 14,058.7 | 1,700.5 530.8 338
83.4 74.9 | 12,608.1 1,571.8 806. 7 42.3
6l.1 94,3 | 14,602.8 | 1,860.1 600.1 40.5
55.4 76.7 | 12,036.8 | 1,573.7 738.56 40.1
57.2 46,0 | 11,003.9 | 1,178.3 701.7 30.5
56.6 34,4 B 781 1,081.5 671.8 32.2
641 39.0| 9,561.8| 1,253.5 2.4 45,6
66.4 431 112,737.0| 1,274.0 725.0 53.3
93.8 41.9 | 14,589.6 | 1,271.3 B842.0 448.1
86.5 37.8| 9,263.6 583.8 602.3 19. 4
81.2 40.3 | 12,026.7 867.0 | 1,375.0 4.1
80.9 51.7 | 12,132.9 579.4 | 1,882.1 M6

1 See note 1, table 17,
Eource: Annuario Statistico Italiano,
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— ian exports! of principal commodilies fo all counliries, average,
Tasue 26.—ltalia ? 1908—f10 and annually, 1919-38

i 2,204,608
[In thousands of metric tons, unless otherwise tndicntue;ldsll.ﬂoo metric tons equal 984,2 long tons, or 2,

Marble
Cheese | Citrus | Driea | Woven | p o | MAroe
. (hard and fabries of
Year soft) fruits fruits cotton hemp gﬁgg 3,1'
1906-10 BYRTOER. < v oeeme e ce e maras 2.3 368.6 5.0 2.3 40.4 268, 4
.8 210.3 47.0 42.8 35.1 146.6
1.3 236.1 81.0 43.1 85.7 2152
7.6 270.8 60.8 32.3 4.7 158.4
14.6 225.4 62.4 20.3 5.5 213.5
20.3 223.6 70.7 45,6 53.4 256. 6
23.8 430.7 73.4 51,7 8.7 260, 2
30.1 283.8 5.2 64.2 43.3 356.2
3.1 372.3 67.1 50.3 50,1 356.8
31.8 405,90 80, 8 50.6 7.8 3482
36.5 303.5 60.3 55.1 46.0 350.3
32.9 222.9 67.2 50.3 50.2 358.2
36.7 405,0 59.1 44.3 45.8 280.7
40.4 385.9 57.1 39.4 451 227.8
30.1 307.8 84,3 35.1 304 181.9
23.9 4172 54.3 30.1 40.0 166, ¢
25.1 342.5 81,7 25.5 40.2 163.3
7.8 3131 81,5 2.5 zg 7 160, 2
19.4 268.7 66.3 4.5 14.3 106.7
23.9 310.8 53,5 46.3 360 178.3
24.5 255.7 63.1 42.7 30.4 167. 8
|
Wines Woven w i
Sulphur | Olive 0il |  and {abrics Ialg:igl f&"-.'f
vermuth | of siik ofrayon | reeled
—_—
1,000 b1t Milli s
a5 5.7 | 1,388,1 b o 8.9
120.5 8.6 725.4 305.2 !
148.3 10.6 873.7 8018 :'?
7.8 4.0 912.8 4053 59
112, 4 18.4 860, 8 382, 0 a1
207.9 4.3 820.8 133.6 57
%7.3 42.5 | 2,550.4 532.2
194.1 31| 14546 0.5 -
172.5 2.6 1,05.2 1,050.8 g
213.8 34.7] 1,0358 1,188,0 5o
192, 3 13.5 921.6 1,070.5 58
221.8 6.0 9741 1,028, 2
241.8 72.4 [ 1,082.0 20,3 00,9 £.0
240.5 58.7 | 1,671.8 1825 g &5
2737 53| ‘sz g 87| ‘ayg e
21.2 4.9 8.7 50.2 21,3 3 §
18.9 4.1 903.3 us 1
6.7 104 |  04a1 alo 133'.:1; Le
205.9 14.0 | 1,437.6 2.5 06.3 21
390.3 20.4 1.871-8 ‘37.3 ‘1]0.6 26
231.0 20.3 | 1,441.8 132y %g
—_—-—-—'"“-—-_.___
1 8ee note 1, table 17.

] 26,418 pallons. )
Be i i et o g ot e dat e b o
Iain woven {abrics only. ticles such fs rn Bbrice, i
4 Figure includes p . manufactur