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The Italian Tobacco Industry: A State

: by
PIETRO

Origin and Struelure of the Manepely.

1. — The present Government. Monopoly
for the production, sale, and importation of
tobacco in Italy is the improvement and deve-
lopment of a system that had shown itself w0
be the most profitable to the tax Administra-
tions in the several States into which the Pe-
ninsula was divided prior to 1861, In 1862 it
was set up by decree as the general settlement
. for the whole of the newly established King-
dom of Italy, and until 1868 it was operdted
directly by the Government Administration.
In 1868, after laborious experiments been
made to co-ordinate dissimilar activities and
varying degrees of progress, the monopoly was
assigned to a private chartered company. urider
a special arrangement for the sharing of the
profits (Regia cointerersata).  This expenment
gave negative results as far as the State was
concerned, and in 1884 the Government again
took the Monopoly over definitely and placed
it under the management of the General Di-
rection of Excise Taxes.

In 1893 a special General Direction of Mo-
nopolies (Direzione Generale delle Privative)
was set up, which emphasised the industrial
character of the business, It was finally trans-
formed, in 1927, into the present Autonomous
Administration of Government Monopolies
{Amministrazione Antonoma dei Monopoli di
Stato), an autonomous concern owned by, the
State to which is cntrusted the production and
sle of tobaceo, salt, and quinine, and the ma-
nagement of the-monopoly of cigarctte papers,
matches and lighters.

it Thé.ll:gal figure of the gresent Auto-
nomous Administration is a peculiar one. It
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is difficult to find a formula which defines it
accurately. It differs from other Government
Administrations in some particulars. It has

¢its own budget, separate from that of the Gov-

ernment, a Board of Directors of its own, and
a special roll for its staff. Bur its ™ auio-
nomy " is limited by regulations which are
typically burcaucratic; thus its 'bqok-lm:pi.ng,
all acts of administration, the status of the
staff are subject to rules similar to those
which hold good for the working of the
other Government Administrations, The com-
posite character of the existing solution is

sreflected in the position of the administra-

tive organs, The Head of the Autonomous
Administration of the Monopoly is " the Mi-

nister of Finance assisted by a Board of Direc-

tors and helped by a Director General ™. The
Dircctor General is wested with autonomous
powers, which, however, vary with the value
and the quality of the matters dealt with; those
of most importance are assigned to the Board
of Directors presided over by the Minister of
Finance, or by his deputy, consisting of nine
members (the Director General, six high public
officials and two private citizens). To be-
fome exccutive, the decisions of the Board
must be approved by a scparate act of the Mi-
nister’s who is not bound by them but is le-
gally free to take decisions of an opposite na-
ture. ‘This means that the Board is, suhlw]-
tially, an advisory body and the real power is
vested in the Minister. The procedure is a
special one, which requires too frequent re-

cottrte ta Ministerial Decrees and which sub-

jects action to laborious practices and bureau-
cratic controls, The administration would be
excessively slow were it not for a provision
which efables the Ditector' General to take
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decisions in cases of urgency, which he after-
wards reports to-the Board. This facilitates
the working of the Administration, but it
raiscs other delicate. problems of responsibility
and |upd1t:1 complications which tend to
make its use a cause of friction. The need is
therefore felt offya thorough reform which
would free the ‘Administration“from  the fet:
ters of the usual burcavcratic methods and pro-
vide it with an organisation modelled on the
mare elastic systems used by “industrial and
mmmm:lal c-unc:rns,

3. — The nrgnm::tmn of the toharm branch
of the Monopoly — which at the sales end is
the sanie as that regulating the other minor
branches (salt, quinine, cigarette papers and
tubes, matches) — is as follows:
~ — 10 Regional Directidns (Direzioni
Compartimentali) for the cultivation of the
tobacco, which watch over the progress and
control the praduv:nun of thie plantations and
the preparation of the tobacco as a mw ma-
terial for industry. Production and prepara-
tion‘are carried out by about 1ooo private con-
cessionaires.  The Monopely alss has 15 Agen-
cies (Agenzie) through which jt attends, aé

- -do the congestionaires, ‘to the cultivation and

preparation of the - tobacco. Tl;nc Agencies
enable the Administration to securé, through
its own dircct services, all r]'n: data i it n:ed; for
fixing the prices.to be to lhc concession-
aires for the scveral qualities of tobacco,

— 19 tobacco factories for producing to-
bacco for smoking (4 others located at Pola,

~ «Fiume, Rovigno d'lstria and Zara have now

passed, under the peace treaty, to Yugoslavia);
+ — 22 depots for manufactured tobacco
where the output of the factories is centralised,

‘and from which the tobacco js withdrawn by

:hi{fsnlts offices and stores;

?-‘( — o4 offices (managed directly by the
enapaly) and stoics (managed by private con-

tractoss) for selling , which they with-

driw from the depots and :I.Ipp|]r to the re-

 aiers

— some 47,000 retail shopa {pnu‘tt con-
tractors) for the sale to ultimate consumers;
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— 23 zone officés to attend & commir.
cial nrg:mmtmn and administrative super.
vision,

The Monopoly has on its pay-roll for the
production of its manufaciures and for the dis
trib &IOS the products o the ;_l.nm e
than 2,500 employees and 28,000 workent
most of whom aré assigned to the tobaces
I:r:ncmnd who represent about B million
days ork per annum, and it gives work
indirectly o several ‘tens of thousands of per.
sons engaged in the distribution and retail sile
and transport of whacco. Nor does this take
into account all the work arising for the ml:-
sidiary industries producing machiu{r_',u eqquip.
ment, paper aml cardboas!. pa-ckmg. trany.
|1¢|:15. ete, ; i §

Agricultural Production.
: 4. = In the first stage of the use of tobaces

in Italy, when consumption was limited &
snufls, the production of Italian plafiations—

* was sufficient, as dark tobaccos. suited for ther

manufacture, were casily acclimatised in lh.-
Peninsula.

But when ﬂ!: habit of smokiilg became i
the ascendant, and the_ acclimatised tohacees
were found illsuited or unsuitable, a large
import trade with the Americas (United
States and Brazil) grew up for dark cigar to
baccos and pipe tobaccos and with the coun
trics of East Europe (Greece, Bulgaria and
Turkey) for light and cigarette tobaccos.

If the cost of these imports could be sup-
ported, even by a country cconomically poor,
when mption: was of limited volume
they represented a real problem for the Italian
balance of trade in the second half of the

XIXth century.

The povernment organisation of the Mo -

rMpuli:: showed itself no less capable and ex
terprising than prt\'ﬂ:r-. T;uplmmg this

situation.

In 18g5 it upcnr,:l the Experiment Station
for Tebacco - Cultivation ‘at Scafati [(Salerno),
the forerunner of a whole series of similar ins-
ritutions wbi&h have since spréad all over

T
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Eump-r, for Ihc purpase of making scientific
mr:h and pr.lrljcﬂ :xp:ﬂm;nl;s to =olve
the difficult pfoblrm of acclimatiting in Italy
the more valued varietiey of sub-tropical tobac-
oot of the Americas and of East Eurupc,
well as some tropical varieties,

“The work of well-known ' scientists led to
iwo important fesults: (a) the acclimatization

i laly of the varicties of whacco for which

the industrial demand was preatest; (b) the
creation, as the result of crossing and hybridi-
zation, of typical vanetics of tobacco suited o
the conditions of soil and climate in Italy and
possessing characteristic properties substintially
very similar to those of the tub.m:m of Am:-
rica and East Edrape.

'Thu_sgl:nhﬁc and technical pmgram ‘was
carriedd aut first in the experiment stations, and
then in the tobaceo plantations, aver a period
which lasted more than a quarter of a century,
and it was beginning to meect with the long
upmi:d success only a few ].'::n after the ﬁrﬂ
-m:id w:in ;

5. — In 1913-14 the area planted to tobacco
in [taly, was barely 6,811 hectares, with a pro-
duction of less than g,000- metric tons. Con-
sequently the volume of imports’ amounted to

no less than 25,000 tons per annum.  Alroge-/

* ther, more than 72 5 of the tobacco then came

from abroad, and this percentage had risen
during World War I, until it stood at B: per

cent in 1920,

From that year on the new st:.gc in the
development-of home grown tobacco began,
with the results summed up in Table L »

Byd:fnﬂ:s, , and btuﬂ'ltst:aﬂ;;

; ntity to

quality of Italian tobaccos, the E in the

manufacture of the several products rose from

1885 %7 in 1921 untl it touched 2 maximum

=under the influence of autarchik pelicies and
of World War I[— of g4.8 % in 1041,

The change from foreign to Italian tobacco
was one which called for the use of very skil-
ful technical devices to avoid endangering the
traditional characteristic qualities of the smok-
ing mistures, and it entailed, of course, some
wcrifices on the part nE the smokers,

{
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6. — With the ‘upm:nt of Ialian to-
baceo plantations, a new and notable export

trade grew up, which succeeded in reversing
the previous situation as regards weight and
in markedly reducing the adverse balance as
regards value (see Table I1). =

ITALY'S IMMORTS AND EXPORTS Tama 1
. OF UNMANUFACTURED
AND MANUFACTURED TOBRACCO
— = 1982y 118
Wosarr (m. to61)
BBPOCTE u il e 133,146 15,682
Bhndi L e T 18,7 5,205
Defiat (—) or pwrplur (+) o] — 1038 |+ afing
"r"ul.'l.rh {am Hre)t
irrw‘u ....... 1,608 546 N5.477
Bapersl ot we iy 135 up 1T
Defei oy o = 15777 | = 1y
(a2 & percentage af the eotal
deficit of the s ba- : .
lamce: of trade) o o . Apae B0 (rorr %)

9. — The peak production of 1941 was due
to. the gmwthp‘::f E:rundum under the sti-
mulus of war, to the exasperation of autarchik
policies, to the impossibility for the Monopoly
to obtain supplies from overseas, and to the ex-
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ports to Eiropean countries, unable to secure
supplies from their traditional markets in North
and in South America, but as the war proceeded
an incvitable shrinkage followed. This was
due to the lack of labour, the need of using the
land for food-crops, the absence of the requi-
sites required for the taflons. Lastly, in
194344 and 145, military operations prevent-
ed the cultivation Gf a‘large part of the area
and caused largescale destruction of build-
ings and equipment. |

But as soon as South-Céntral Italy was libe-
rated, the Autonomous Administration of the
Monopolies set to work energetically to secure
the revival of the cultivation of tobacco,

Special subsidiet were granted—of as much

. as Bo %/ of the cost—for the reconstruction of

the farm and industrial buildings: used for
curing and handling the tobaccg; the payment
of these subsidies was spread over eight years,
and was given in the form of a sur-price paid
for the tobacco delivered, thus compelling the
farmers to produce the largest quantity pos-
sible during the cight years so as not 1o lose
the subsidy. Another subsidy was granted to
concessionaires who had suffered most seve-
rely from the war by majoring the prices paid
for their tobacco by as much as 189 of the
said price during five years, thus again encou-
raging production.  Morcover, the prices for
tobacco were' fixed at remunerative levels so as

" to make its cultivation desirable and enable the

planters o overcome the difficulties in secur-
ing supplies of the several requisites consequent
on the war. ;

The former Experiment Stations were ama!.

gamated inte one single Scientific Experimient
Station for* Tobacco, endowed with ddequate
means (1). The new Institute hag thus been
able t undertake studies to repair the loages
caused by the war-to the quality of the tobacco,
and to secure, by further selection and hybri-

- dization, those varietics which it had taken a5

years of research and work to produce and

- which in the chaotic years of military opera-

tons had been Jost or had degenerated.

{;_:l In hes beep assigned on esch kilogram of tobacoo
prodmced in Qialy w.5d % of the price, the coat being ‘charped
10 the oscenivnainion, .

The progress of the plantations from 1045
to 1947 is shown by Table L Indeed, in three
brief years the problem of quantity has been
solved, and that of quaiity is now being salved
as next year the selected seed of all the varie

ties formerly obtiined will again be availible -

in the quantitics required for renewing all the
plantations. :

The success of this .effort should claim 1t
tention.” The spirit in which the Authorities
have ficed the problem of securing the revival
of production has been practical, efficient; ind
timely; and it has not allowe:! itself to be hin-
dered by indulging in antieconomic fancie,
clinging to. artificial prices’ which uiscourage
production. In-a certain dense, it has prace.
cally” compelled the planters to cultivate to
bacco intensively so as to enable the Monopoly
1o exploit a source of revenue from which rs
pid and casy yields can be obtained at a time
of unprecedented financia) difficulties, aggrs
vated by the disorganisation of the other form
of taxation cauged-by the war, It is howerer
to be regretted that a like unprejudiced poliey

has not been adopted when fixing the sl -

prices to the consumer, prices which, as we
shill see, could have been raised 4o much
higher levels so as to secure the highest pos
sible fiscal yields. -

Production and Consumption of Manui’_ ire

Tebacca. : o=

8. — The consumption of tubacgo in Italy

has always been a limited one, HAuctuiting

around a minimum per capita of =20 grammes
in 1913-14 and in 1934-35, and a maximum of
7231 grammes in 1ga1-27~and 731 in 192728
The gentral per capita average for the quin-
quennium 1935-39 is reckoned at Goo gram-
mes, about half the figure for France, one
third of that for Germany, one fourth of
that for. the United States in the same period.
This limited consumption is another index of
the low standard of living of the Italian people

and matches the low consumption of high

quality foods (sugar, meat, fats, ctc.) (2). -

{3) The meince past played by foodi of kigh qualey in halia
prewar diet o compared with thit of other coustrics l evie

o
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Chart I TOBACCO AVERAGE CONSUMPTION
PER CAPITA IN SOME COUNTRIES
{Average 1935-39)
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But in any case, in ltaly, as in all the other
countries of Europe, the consumption of tw-

* bageo increased wapidly after World War L

There was a shrinkage during the depression
of 1930-74; followed by a new cxpansion.  As
always ocours in time of war, the consumption

of tobacco“again increased during the second -

warld war, and these years therefors. represent
an exceptional interlude. The apex was reach-
ed in 1941-42 when consumption increased 35
per cent as compared to the pre-war figures.
War difficulties however prevented production
from keeping pace with the growing consu-
mer demand; the tension between supply and
demand became more marked and made ra-
toning necessary (October 1943). * The ration-

. ing régime which excludes boys under 19 and

women is still in forcc. This stage corresponds

dencal by the fallewing tsble (= G, De Marsi, A Survey of
Cowd Conmmption in July, mic., in the FAD Review * Food
od Apriculiure ™', 1g47, N* 3, poognl: - :

Podorts | U5.A, | Canadg | England laly |
Cerealn [, b | g ot 51’1
Fats Jisay -J i | one
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Mest & eppe Dby | g | g 19
Various fa 0N R X
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to ‘the erigis of production, followed by the
work of reconstruction, as shown by the slump
of sales (in 1944-45) to a figure below . that for
the distagt years of 191314, and then by the
rapid recovery of sales which now exceed by
10 %, those for 1938-39. These ups and downs
are shown in the series of data collected in
Table 111
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{3) extimates; (b) mot svsilible, owing to the impoasibilivg
of. calcufating the * black ** pspplics derived from plundered
wtores or froem Allied sougoen. :

9. — The Administration of the Mono-

* polies, which ‘ever since 1942 had been able

to manufacture with its industrial equipment
the whole of the supplies required by eonsu-
mers, found itself from 1943, when the war
was being fought on Italian soil, in a really
alarming situation. ;

At the beginning of 1045, of the 23 fac-
tories working in full efficiency before the
war, one had been razed to the ground, 4
were half wrecked, 8 others had suffered par-

" tial losses, 1 was requisitioned by the allies 1o

be used as a barracks, 4 had come under the
control of Tugmlufh. Taken as a whole, 40
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per cmt.'nf the factory buildings were des-
, “and destruction on a like scale had

been suffered by the machinery and equip-

ment. T

The stocks of wnmanufactured tobaceo,
which amounted to more than 110,000 m, tons
" before the war, had been plundered and re-
duced by 60 per cent (to 45,000 m, tons); a
very scrious loss when we remember that to
produce good quality tobaccos one should have
on_hand stocks amounting to three year pro-

d_q;;iun.
& 1/"_"1
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steps were taken to secure tobacco from several
foreign countries while awaiting the results of
the work started for reviving the cultivation of
tobacco in ltaly. With this end in view, nepo
tiations were started, sometimes through the
agency of third countries, with Turkey, Greece,
Bulgaria, Brazil, and the United States, and
led to imports under clearing agreements, and
to sonsiderable purchaser in the United States
financed by a 5 million dollar loan granted by
the Export-Imporr Bank. These imports al
lowed the Munopoly to draw on the stocks it

p Chad I1-ITALY'5 WAR BREAKDOWHN AND POSTWAR bl
=] RECONSTRUCTION IN THE TOBACCO BRAMCH
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Ar 1940 prices the total capital losses suf-
fered by the Administration of the Monppalies
(inclusive of the salt branch of the business)
have been estimated. at some 120 milliard lire.

When in April 1945 the Autonomous Ad-
. ministration was onfe more _unified, all that
remained available was set to work. The out-
look .was discouraging. Five months later, in
August 1945, it was ascertained that when

working in full the monthly output of the fac-

_torics only amounted o 1,005 m. tons (g 50
of the monthly sales). ~
Special efforts were made andeall kinds of
makeshift means were availed of, 1o reconstruct
the buildings and the depots, set the damaged
machinery in mofion, construct new machines,
reequip the auxiliary workshops, secure sup-
- plies of the necessary raw materials, Thus,

o

had in hand as from the end of 1945, thus acd
celerating the output of its manufactured pro-
ducts, :

At the same time, the labour force abo
began working again on the former piece work
system, i.e. at the same rate of production s
in the pre-war peri unique case =in

~industrial record 8f post-war Italy—and when

necessary over-time and night work were e
sarted to, ] :
This work of materi
struction, and the ption of internationsl
relations, which’ coincided with the aforcnd
action taken to stimulate the cultivation of to-
bacco in Italy, resulted in a steadily marked
increase in the production of the factories.
From 1,905,516 kilograms per month ob-
tained in August 1945, production was gra

and monml recone

dually raised to 280,571 kgs in’ September
igq7 (corresponding to an annual output of
w207 tons).  An increase of nearly 5o % was
“thus ohtained in the course of two years, In
the Spring of 1948, the abolition of the ration.
ing of clectrie pﬂ“’fl"ﬂnd the {Hivcr)r-nf W

duce more than 3.1 million kilograms per

100 tons and to Boo gr. per head (on :the
wipposition. that the Halian population amounts
w some 46.5 million inhabitans). *ln other
words, in spite of the complete lofs of the 4
factories which have passed over to Yugedlavia,
and the enormous losses above mentioned, the
Manopoly will be producing 29 %% more than
it sold in 1938-39. When this margin is at-
tiined, rationing will be abolished and the free
uake of the products will be resumed.

In any case, in the spacc of two years the
volume of manufactured tobaccos placed on the
market by the Monopoly has increased 69 9/,
frgm 17,307 m. tons (1944-45) 1o 28,220 (1946-
g7). The ration has grown contemporaneously
from 20 grammcs per week at April, g, 1045 o
g0 grammecs in November, 19, 1945, to 40 gram-
mes in Movember, 4, 1046, and 45 in October
| .

L1

It should be added that the ratio of cigaret-
«tes to total output has been steadily growing,
rising from 57 %, in 1944-45 1050 % in 1045-
¢, and 075, in 1946-47. During the fiscal
year 194748 the ratio will rise to 35 %,. The
fact that the increase secured is due above all
to the output of cigarcttes—for whieh special
premises and machinery are required—rather

ibacco which call for simpler equipment, is
another index pointing to the success of the
work of reconstruction (3).

I believe that such results, secured under
the very difficult conditions existing in post-

{1} The steady the in the quots of cigarchin, while entail.
i grest changes i the workisg mcthods and therefore is
te atructure of the tobaten buiinc, shows a decided évaludon
in the tame el the samekens in Fvor of the more abelicane sl
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machinery will enable- the Monopoly to pro-

month, equivalent to an annual butput of pver’

than to that of cigars, made by hand, and pipe -

wir [taly, would do honopr to any great in-

< -

11}

10, — Recovery in the export branch of the -

business has so far net with very serious diffi-
culties; " Apart from our |m'lr6§ scarcity of raw
materials, the most serious obstacle i found in
the impoverished conditions which induce the
European countries to forbid imports of non.
essentials; moreover, Italy's fundamental mar.
ket, that of Germny, has been entirely lost.

The Monopoly is however seeking for ficw
markets on which to start tending its products,
even if only in small quantities for the present,

It has already been possible to export some
of our manufactured tobaccos”to. the United
States, Egypt, Panama, Argentina, Luxem:
bourg, South -Affica, Belgium, Austria, Switz-
crland; arrangements with the United States
and with Austria are being considered for-the
cxport of unmanufactured tobacco, ~The cx-
port, of cigars would be particularly desirable
as their manufacture requires a lot of labour,
but that branch of the business is the one now
almost everywhere inexorably hampered by a
high protectionist system (4). *

L]

Fiscal Yield and Pricing Poliey,

it — A substantial feature of the Hqﬁ:;r-

poly is the revenue it assures to the Govern-

ment.  Under the system in force since 1027,
the gross receipts from sales are divided into
two parts of which one is assigned to the Auto-
nomous Administéation wherewith to meet all
the costs of production 'a';ﬂc,' and the other
to the Government, £ a tax on consump-

tion. The respective shares aré fixed at the

opening of each financial year by the Budget
Act. Prior to the war, the Government re-
ceived 80 %/ and the Administration 20 5., In
1944 the ratios were altered to 75 % and 25 3/,
Since 1046-47 the Government's share has been

(i) In dhei conmartion we mrod oaly mention that 3 Tweos
cigar, wld o’ the fssermutiona]l market by the Monopoly for
3 centi, U pghlhr-l.:nhld Stbey o duty of 4 oonts
Erﬂrﬂ]rh}lﬂqﬂrﬂﬂenhﬁthlubhm-lbﬂi
than the free reghmen,  This, i we 'were o charge duties similay
to those levind |s the Usnised Stases, o packer of 35 Americsn
cigarcites wemld have to be ssld by the Monopoly 16 the halisn
consumer at a price af more than g0 lre, dor. 3 price one
‘thard bigher than that now current om the black markes,
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further rediced -to 65 %0 and that of the Ad-
mitistration raised to 35 %, In this way thg
tax raised on tobaceo, which stood before the
war at qoo per cent of the codt of production,
has been reduced to 185 90,

FISCAL YIELD OF THE ITALIAN

Taale IV
GOVERNMENT MONOPOLIES
{million lire)
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STATE MONOPOLIES AND THE OTHER SOURCES OF GOVEEWMENT FISCAL REVENUE IN ITALY

The revenue from T]Il.‘.' Munapuly has al.
ways been an Em]mnﬂm item in the total fisesl
receipts of the Treasury, In 191314 it accoun.
ed for 17 5, of the total, in 1928-20 for 1589/,
in 193839 for 154 ,",- The tobacco branch
alone—responsible for nine tanths of the Mo
nopoly's fiscal revenue——contributed in 1938

a quota of 13.4 %, to the total Government fis. -

cal receipts. This very high taxation of tobaces
is consistent with the [Ttalian fscal system
which has always had to provide the means for
carrying out -costly t.-ul:: by drawing them '
frum an economy offering but scanty resoures
and therefore unable to leave a wide margi
for non essential consumptions,

In these post-war years, -as above stated, the
Monppoly has been one of the branches of the
fiscal system which has m:':n: rapidly recor-
ered its ]mrli! capacity, thanke to the recos.
struction of tiic tobacco |..'1.11I1:|nm and uft]x
factories.

In 1945-46 the cnmnbuuon made by ﬂ!.'
Monopoly to total revenue receipts rose to 275
per cent.  During that financisl year the "o
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bacco * branch alone provided the Treasury
with ncarly one fourth of all fiscal receipts
(e Table ‘L"}. The traditional ad\':.ﬁtage of-
fered by taxalion thmugh :nnntrpnllcl, ic the

m cate with which it can be " manoeu-
sred ™ s compared to other forms of taxation
on consumption, was then availed of. This

|b||||].r was made use of to a much smaller
extent in 1046 when sales prices remained sta-
tionary, and so in the financial year 1946-47
the ratio obtained fom the Munapuljr again
’PFD“h“I the pre-war !:'.'cl

Chart |I1-INCREASE IN ‘I'LELD OF ETALIAI'IiHn.IH
TAX CLASSES DURING THE INFLATIONARY
PROCESS (Index rumbers 193&’39 100) 1a)

T T
[rmm— T T = f
s[5 38 B frpe’er 0 progpery
o s (onipey fplity aay P faring favrs
= am s SRARRLFE

g- g - g Hl

i od6-47
[a] Gew emplanatory, nebes Tor Table W

| '{m'.I.;f

A signifieant index to the mtr:liﬁqr of the
elfort made I:l].r the Monapoly. in the first post-
war peru:d is also afforded by the rate of in--
aréase of its proceeds. In 194546 they—toghet-
et with the taxes on the transfer of propesty
which are affected by special circumstances (5)
~were the only unumnmﬂhjnnImthm
ten times the proceeds obtained in 1938-39; the
sther taxes were decply affected by the tron—
&lcrcatcdh, the war and by inflation, and
their growth, lu.i been particularly slow as com-

mmmmﬁmﬁrnﬂﬂdimm
e masafer of property » have bomn favoured by the introdac.
fos in 1gig-40 el the nernover tax (e rll'retrard) now
hhﬁ@ﬁu&d\nﬂﬂumu&rlnﬁnﬁdm

\- (Y - #:’

pared to that prices (6] In 194647 the pro-
ceeds of the Monopoly rose over 18 times: but
alteady the fact that sales pricdh remained fixed
while cost were chmwn“ made itself felt, and
while the rate of increase rose for other groups
of taxes that of the yield of the Mnnupﬁlm
fell: ‘Table ¥ #nd Chart 111 call attention to
this diverse ¢ dynamism of the several groups of
taxes wiiich, under present abnormal condi-
tions, is far from having found iw ﬂqmlu-
brium. - ‘The chart shows the prompt initial re
action of the Mnnnpu!]r and the subsequent
tendency to stabilise. at tower levels than those
attained by some biher groups of taxes, This
aspect of the matice involves questions of fiscal
policy claiming somie attention,

12. — Undoubtedly the results obtained by

_ the Monopoly are deserving of commendation

when we consider the difficulties of all kinds
amidst which they were secured.  But ghey
could have been. more considerable had the
energetic action taken in the. feld of produc-
tion been marched by an, equally emergetic
price policy. Unfortunately, while the' prob-
lems of prodyction were faced and settled with
a realistic acceptance. of the prices ruling on
the market, the Government had not the
courage to charge consumers the prices call-

ed for by the general rise ‘of costs and the

huge excess of demand over supply. So, while
the cost of materials and services the Mono-
poly needs En][owpd the more or less inflation-
ary trend, rising in the § ring of 1047 to nutl}'
52 times those :urmﬁ 1938, the rise in the
prices of the'manufa

sively slow and tardy. Substantially, the policy
followed by the Government, while it allowed
the Monopoly to be a realistic buyer, compelled
it'to be an excessively considerate seller.

This " partial attitude” taken by autho-
rities in control, is clearly shown by Table VI
sand Chart IV. During.the whole period since
April 1945 the Monopoly has been selling its
products at prices markedly below those offered
for them by the black market. Price adjust-
ments have been rare; those authorised in May

{5} On the dilficulties of these sdjaumemy sre €. Cosciani,

“Traliam Tax Policy, in 1hiy Review, July, 1947. p- B and weg.

ﬂdtﬂbﬂuwm&_
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and December 1945 we ufficient; for no
less than 15 moiiths, January 1046 to
‘March 1047, no viratichs were authorised, al-
though the demand for tobacco and the gen-
eral level of prices irose sharply during that
period. - The "difference “hetween official znd
black market prices—until* March 1047 the
latter kad moved in close correspondence with
“the general index number for prices—thus
amounted to more than 100 %] for those pro-

] * Tamz VI
OFFICIAL SALES PRICES AMND BLACK . MARKET

PRICES POR MONOPOLY TOHADGO PRODUCTS
Index Mumbeni (1gy%= 1oo)

“Ciles Prices fat Mono|  Diack i _|
1+ Prodisd Markst
B il : Hatles 1 w;"r'::::l'r:
Mack Euficial :
. = Officisl Market Prices i)
" (L] e} b
May s (0| raeo. | ngee 154 Jaqn
: Bec. tog5 (2)| - 1.yeo 3,000 rq7 08
sy 1546 1ren F 11o0 M 3485
Dee, 1546 100 < | 3 a1y PP
March 1o47 (a)] 2o | goo0 o 2o 5,008 :
Tuly egur (a) §.offa | ajen i i [ (F15 |
Sept.. 1047 Jorber i ol [ by I By |

3} Dutes of warations in the sles peices of the Mosopoly:

May 1, 1545: Decomber 39, 1ous: Mlarch 28, oy H.T a7, 14T
(b} Approximase sversge inder number. .
(e} Appromimate sverage index number of the prices foo the

.i‘uﬁﬂhdﬁummrdpmklhh‘hue

marker in Rome,

{4} After the incresie of the ration in Siptensber iy, the
bk market hes cosinond w0 operate anly i ibe larger
coatres. In cometry plaon the official privey buve sended 1o
become those of the matker. The difference Betwees Dificisl
prices and Black peiony has iherefore now much more limbed
significance than is the pat. 4

{c) Index mumber compiled by the Centre for Daninews
iled —siere
My 104f— by the Cesral Imsisuse of Stativtics of Resme,

ducts_ of ﬁ: Monopaoly for which demand is

highest, and this in spite of the steady growth
of supplies as"shown in Chart II,
Undoubtedly this policy has entailed heavy
loss to the Treasury. The zone comprised be-
line A {official prices) and curve B (black
_Emnf. Chart 1" clearly shows how wide
was the margin for price manipulation which
the Government had, Ind'?ﬁnrd: an index to
that ample purchasing power for non-essentials

#

which- by following an inelastic price pc.Ij;r.

the Government has failed to appropriate for

1 its own urgent feeds, This amitude has e

dently-been due to comsiderations of a politicl
and sacial arder; but it has led in the financi)
field to unjustifiable results. Not only. has &
excluded the possibility—however doubtful—of
raising the rate of the tax on tobacco duriag

the period when the scarcity of jobacco wa
mast keenly felt; but it hay even led to a mark.

Chart |V- OFFICIAL AND BLACK PRICES
FOR MONOPOLY MANIFACTURED T0BACCO(
{index Numbers 1938=100)

Index I - = g % 5
Numbers ssem Prices for the Monopoly Tobaceo Ratioss

70004 _B_ Black Prices for the Monopoly Product
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ﬁuuu-
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i B oS
[-lmmm_ ¥ motes for Table Wi

ed reduction in the prévious rate (from 4007
to 185%.)." This decline indeed is accountsd
for by the fact that as the Government did not
adjust sales’ prices more closcly to production
costs, it has recently had to reduce its share of
the sales-proceeds from 55 %/ to 65 %, so

to allow the Konopoly to cover the growing

costs of operation. Substantially, taxation has

been lowered owing to the fact that pﬂli.ﬁl::'-i
considefations have prevailed over financial ones

in fixing the sales’ prices, and not because of 2
need arising as a result of deficiencics in the

_ commercial and indu.s_l:ria! operation of the Mo- |
nopaly. :

24— The pelciplep i thiodoura

commercial administration of the Mono-
poly and the results secured may be m‘ﬂ!ll‘lud

. 0

1548 1545 1547 - M?q

o

by some comparative references to production

aosts foreseen.in the original estimates fot the
francial year 194748 which balances, with
expenditure standing at Lire 39,526,200,000 and
receipts standing at a like amount. .

Costs as a whole mark, a rise of 52.85 times
those of the cstimates of 193940 As origi-
ully estimated production exceeds the pre-war
figuie by 10 %, the cocfficient of increase cor-
ssponds closely 16 the general wholesale price
index compiled by the Central Institute of
suatistics which. showed in July 1947 a risc of
578 times over that of 1938.

An examination of the several chapters of
apenditure however points to some interest-
ing details illustrating both the serious disloca-
fions caused by inflation in the pre-war posi-
gons, and some dspects of the administrative
wrictness casrcised by the Autonomous Admi-
nistration.  The coefficients of increase spread
out in a very wide fan at the following rates:

— 5857 times for the purchases of to-
bacco. ‘This increase has nothing abnormal
when compared to that for other farm pro-
dusts. Fhe incidence of this irreducible item
on total expenditure has risen from 66 % in
prewar years to 74 9%; the increase is offset
by corresponding reductions of other items,
bearing witness to the effort made by the Ad-
minktration (o economise;

r——
i

— 73 times for the purchasc of machin-
oy and auxiliary matcrials;

— 3112 times for the distributing and
wlling services;

= Iﬂ,ﬁﬁ‘“‘ﬂm.u for transports; ;

W

~ 1408 times for ni'c_r , Le. expen
w1 for the operation of the Generil Duﬁ o,
alarics, the I::pkaep and supervision of build- -
ings, ete, 'This item added to the cost for pen-
sans accounted before the war for 28.88 9/ of
wtal expenditure; today it has fallen 1© 7.47
per cent of the total. This shows that the Ad-
ministration has climinated or reduced to the
utmost all expenditure not strictly essential for

—— s
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Two Main Problems.

14. — I have shown that the Monopoly has
now solved the problems related to the pro-
duction of tobacco so far as quantity 'is_con-
cerned; and it is on the right path for. solving

the problem of quality and will progress ra-

pidly in this direction sojas 1o reduce in the
course of the next few H:l to the pre-war
minimum the sacrifices the consumers arc
called on to make in this réspect.

Two important problems are still however
unsolved and they dre partly connected ' with
the _atmosphere of inflation. 1 have already
referred to them.  They are (a) the revision
the " autonomous " pogftion of the Monopaly;
and (b) the principles guiding the Monopoly's
market and therefore also its- fiscal policy,

16, — I am convineed that the Autonomous
Administration would-be more efficient if its
" autonomy ** were more clearly defined.  The
present position is an ig;unu! compromise
under which the AddWhistration, i3 subject to
an undue number of controls and bureaucratic

" interferences and has to observe systems and

accept arrgngements illsuited to a typically
industrial commercial enterprise. 1 do not in-
deed advocate the return of the Administration
to private operation.  Personally, I agree with
those who consider that in the case of very

largescale undertakings the form of owner-

ship—whether public or private—becomes . a
matter of little importance; under cither sys-
tem the business may enjoy a like degree of
economic efficiency and elasticity, provided the
organisation in both cases be simifar, Success-

- ful examples of publicly-owned Corporations

organisced on the same lines as great private
enterprises are not lacking in Italy, A solu-
sion of this kind should be adopted in the case
of the Monopoly also, If the Administration
of the Monopolies were really autonomous, -
managed by administrative organs possessing
powers of initiative and decision such as’ those
normally assigned to the managing organs of
great industrial concerns, if the ministerial and
burcaucratic controls and delays were limited
to those of supervision and revision, if the
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and December 1945 were insufficient; for no
less than 15 months, from January 1946 to
March 1047, no variations wese authorised, al-
though the demand for tobacco and the gen-
eral level of prices rose sharply during that
period. The difference between official and
«black market prices—until March 1947 the
latter had moved in close correspondence with
the general index number for prices—thus
amounted to more than 100 %] for those pro-
" Tamn Vi

OFFICIAL SALES PRICES mﬁ_ﬁtl MARKET
PRICES FOR MONEPOLY -TORACCO PRODUCTS
Index Mumbers (1938 = 100}
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(a) Daavey of varistiond in b sales prices of the Monapedy
May 1, 15485 Devembier 30, 1045; March 38, 1547 July a7, 1M
“ (b} Approximate average Index number,

£) Appreaimate dversge ladex number of the prices for the
eigaretier-of the Momopoly most widely sakl on the black
marked” in Home,

{d) Alter the Increase of the ration in Sefwember 1047, the
Black market hai continued in operate ealy in the larger
centrer. In country places e odficial prices have tended 1o
become those of the marker, The differesce betwren olficial
prieet and black prices hin therefore now much mare limied
significance tkan in she past;

_l;\e.} Iades namber ‘eoenpiled by ihe Ceatre fory Besiness
Sutivics of Florence, mere dynamje than those compiled —iince
Muy i34f— by the Central’ Institste b Stathstics of Rome,

ducts of the Monopoly for which demand is.
highest, and this in spite of the steady growili
of supplies as shown in Chart II, 7
Undoubledly this policy has emtailed lieavy
loss to the Treasury. The zone comprised be-
tween line A (official prices) and curve B (bhck
prices) of Chart IV clearly shows how wide
was the margin for price manipulation which

- the Government had, and affords an index to
 that ample purchasing power for non-csscntials

which by following an inelastic price policy
the Government has failed to appropriate for
its own urgent needs.  This attitude has evi.
dently been due to consderations of 4 political
and social arder; but ie has led in the financiy)
ficld to unjustifiable results. Not only has it
excluded the possibility—however doubtful—of
ralsing the rate of the tax on tobacco during
the period when the scarcity of tobaceo wa
most keenly felt; but it has even led to a rark.

Chark IV--OFFICIAL AND BLACK PRICES
.,FOR MONOPOLY MANIFACTURED TOBAGCO(
. (Index Numbers 1938=100)

lhvﬂ:l A v
bors s Prizes for he Mosopoly Tobacco Ratioay
70004 _B_ Bisck Prices for the Mosopoly Product
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Hay sDec Mar,
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(a) Soe explanatory. notes for Table Vi

. -
ed reduction ip the previous rate (from 400 %,
to 185 %), This decline indeed is accounted
for by the fact that as the Government did not
adjust sales’ prices more closely to production
costs, it has recenily had to. reduce its shire of
the sales proceeds from 75 %) to 65 9% 5o ai~

~to allow the Moflopoly to cover the growing

costs of operation. Substantially, taxation has
been lowered owing to the fact that politicl
considerations have iled over financial onts
in fixing the sales’ pricds, and not because of 2
need ariging as a result of deficiencics in the
commercial and industrial operation of the Mo-
nopoly. 3

- 14. — The principles guiding the industrial
and commercial administration of the Mono
poly and the results secured may be illustrated

o

¢ s F e

¢ production,
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by some comparative references to production
conts foreseen in the original estimates for the
fnancial year 1047-48 which balances, with
expeniiture standing at Lire 39,526,200,000 and
receipts standing at a Ii_k-: amount, :

Conts a8 2 whole mark a rise of 52.85 times
those of the estimates of 193040, As origi-
mlly estimated production exceeds the prc-tyﬂé
figure by 10 %, the socficient of increase cor-
esponds closely to the gereral wholcsale price
index compiled by the Central Institute of
Seatistics which showed in July 1047 a_ sise of
578 times over that of 1538.

An examination of the several chapters of
expenditure héwever ‘points to some interest-
ing details illustrating both the serious dJsIoca
fions caused by inflation'in the pre-war posi-
tions, and some aspects of “the administrative
srictness exercised by the Autonomous Admi-
wistration.  The cocfficients of increase spread
ogt in a very wide fan at the following rates:

— gf57 times for the purchases of to-
bacco, ‘This increase has nothing abnormal
when compared to that for other farm. pro-
ducts, The incidence of this irreducible jtem
an total expenditure has risen from 66 % in

_ pre-war years to 74 %o the increase is offsct

by corresponding reductions of other items,
bearing witness to the effort made by the Ad-
ministration. to economise;
— =3 times for the purchase of machin-
ery:and' auxiliary materials; -
-~ 3112 times for the distributing and
wlling services; : :
— 18,86 times for transports;

— 1408 times for l:l-_\"l!ﬂ'icﬁ.‘l. f.e. expen-
s for the operation of the General Direction,

salaries, the upkeep and supervision of build- -

ings, erc. This item added to the cost for pén-

sions accounted before the war for 28.88 5 of

wtal expenditure; today it has fallen to 7.47

per cent of the total.- This shows that the Ad-

ministration has eliminated or reduced to the

utmost all up{ndim‘c not strictly essential for
e
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Two Main Problemy: <

. 14, — | have shown that the Monopoly has
now solved the problems related to the pro-
duction of tobacco. so far as quantity is con-
certredl; and it iv on the right path for solving
the Pmb]rnr of {|u:1'|it}r and will progress ra-
pidly in-this"diregtion so as to reduce in the
course uf_l:hl: next few years to the pre-war
minimum  the sacrifices the consumers are
called on to make in this respect.

Two important problems are still -however
unsolved and they dre partly connected with
the atmosphereOi inflation, | have already
referred to them. They are (a) the revision of
the " autonomous ™ position of the Mbnopely;
and (b) the principles guiding the Monopoly's
market and therefore also its fiscal policy.

16, — [ am convinced that the Autonomous
Administration would be more efficient if its
" autonomy " were more clearly defined. The
present position is an ambjguous compromise
under which the Administration is subject to
an-undue number of controls and burcaucratic
interferchces and has to observe systems and
accept arrangements illsuited to a typically
industrial-commercial enterprise. 1 do-not in-
deed advocate the return of the Administration
to private operation. Personally, 1 agree with
those who consider that in the case of vyery
largescale undertakings the form of owner-
ship—whether public or, private—becomes ‘a
matter of litle impdfince; under either sys-
tem the business enjoy o like. degree of
economic efficiency and elasticity, provided the
organisation in both cases be kimilar. Success-
ful examples of pu'b'll:'i-_;'-nwnrd Corporations
organised on the same lines as great private
cnterpriscs arc not lacking in Italy. A solu-
tion of this kind should be adoptgd in the case
of the Monopoly also. If the Administration
of the Monopolies were really autonomous, .
mana administrative organs posscssing

: guifﬁiti:ﬁv: ‘and decision such a3 those
normally assigned to the managing organs of
great industrial concerns, if the ministerial and

* burcaucratic controlsygnd delays were limited

to those of supervision and revision, if the
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“rules and regulations applied to the staff were
recast o as to allow of greater mobility and
elasticity in assigning positions and fixing sala-
ries, the Administration woulid acquire a flexi:
bility which would allow, af more rapid and
more timely action, qlfq(ﬁﬁ more than ever
necessary in timesylike these when prices and
costs are so unseitled and when the business
has started on' a. plin of modernisation and
recquipment. - The result would be higher and
better production and lower gcosts,

16. — OFf course, the first object of the ef.
fort to improve Sthe organisation of the con-
cern should be to assure the largest possible
returns to the Treasury. And here we touch
on the second problem on which clear and pre-
cise ideas are necessary. At {1 have already
said, of the two clements between which the
holder of any-monopoly ean chodse, sales’ vol-
ume and prices, the Italian Government. has
neglected in this post-war period that of prices,
and this in an exceptional phase of a seller's
market when the rare opportunity offered for
comliining a price policy with one for increas-
ing the volume of production and sales. The
hesitations which have prevented the Govern-
ment from® maripulating prices to its advan-
tage seem to me incompatiblé with the present
Italian situation. Today our-fundamental aim

should be the rehabilitation of national finance,

whase disequilibrium is the most dangerous of
the causes of inflation. With this end in view,
extraordinary taxes are already being levied on
producers, in a measure which perhaps exceeds
their power of resistance. According to the es-
timates for 104748 the ratio hetween direct
taxes and the whole volume of fiscal receipt will
stand at 335 %, an unprecedented figure (sce
Table V), and this is due above 4l to the heavy

war years (g}

capital levy decreed in 1047 (5).  Yet neverthe
less the estimated deficit for 1047-48 still stand,
at no less a sum than 300 milliard lire (8. Un
der these conditipns, ther= are obviots reasn
for setting aside any surviving inclination p
space the consumers of non-essentials, | ey

, $e¢ no reason why an exception should be mad.

in favour of tobacco. Indeed, under these
cial circumstances 1 comsider that the mone:
poly should be exploited to ihe utmost extens
possible, until the point is- reached when the
relation between selling price and volume o
sales is that which assures the maximum fisc)
revenue. Nor should I hesitate fo sacrifice
for this purpast and for some time to come the
production targets now in view, especially if
the « on production were to leave mon
lands and_more materials available for raising
cssential products now in short supply. Toaa
otherwise undes “the present emergency would
to my mind amount to conceding a subsidy in
favour of smokers and relinquishing action 1
make the tax on tobacco approach once moe
the level which had been accepted as reasan
ahle in normal times. Unless the prices b
manipulated on realistic lines it will moreover
pe ditficult to maintain, or increase a5 would
be desirable, the satio of approximately 14°%
to total fiscal revenue which the proceeds of
the Tobacco Monapoly accounted: for in pre

(7} B¢z Benvenuin Griziet, Threr Fioour of Capitdl Lemy
i lialy, in thit-iuve, p. 1. Bt

mmpmmudnmhru-rlnﬁmhdmarn:bp:. :
5 COSISAY reviiom, owing 10 the very mmsendod mesctiy asd
onomic dmaticn, - The ki made f2 Octotar 1pgy, e
that ean eceipes hlfﬁ"cl:l%u rillisnd Jire at agioat expes-
et which ks riven to 5,100 mallieed; the deficit by remasin
ld.lllkmﬂ[nﬁm.ﬂﬁlsgﬂn -

{5} In the fowr cheer months of the Bnancial pear 1o
[luly-Sopirmber 1547} B proceeds of the Mosopoly, smoursag
& 3.0 milliazd Kre, reprosent preciucly about 1% of the toal
Eovernmend fecezph from waxstion (1654 milfised lire).
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