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Premises and Tasks of the Spe;:ial Fund for Financing
“the Italian Engineering Industry
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On September 1947 (D. L. of the Provi-

* jonal Head of the State, B-g-1o47, n. 88q), the

Iuslisn Government decided to appropriate 55

williard lire, in awenty annuities which can

be Aiscounted, for financing the Italian en-

gneering industry (Fendo per le Industrie
Meceaniche: FLM.).

The establishment of so large a fund at a
time when a 'new credit antl financial . policy -
was being started, clearly shows the import-
ance the Government attaches to this branch
of activity and to the solution of the problems
béetting it, ; Y :

A mapid-examination of these problems and
of their financial aspeets may therefore be con-
sidered as of particular present interest,
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tion, accompanied by growing mechanisation,
but also, to a considerable extent, to the ex-

ceptional stimulus afforded b
cies and military preparations,

v autarkic poli-

The industrial census taken by the Central
Institute of Statistics (1937-J939) had already
afforded evidence in 1938 of the foremost po-
sitign: occupied by the engineering trades in
Italian .industrial life from the point of view
of the number of perions engaged in them,
the hp. used, and the capital invested.- The
ranking order of the several. branches of in-
dustry at that date is shown in Table I, The
engincering trades alone account for about 79
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. per cent, of the total industrial potential, fol-
lowed by the textile and clothing and by the
food industries. Those three accounted in all
for nearly 53 % of total potential.
" 2, . In 1938 the mgiatfm’ industry occu-
pied in all about Eq5 umn-? persons or be-

ITALIAN ENGINEERING INDUSTRY BY SI3E OF ESTABLISHMENTS {1935
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tween a fourth and a fifth of all persons_en
gaged in jndustrial occupations in Iraly, It
counted 5,184 establishments with 674,067 per-
_sons, to whom must be added some 7,000 arti-
sans’ shops with 170,000 workers, *
In the engineering, as in the metal, textle,

COMPARISON BETWEEN THE ITALIAN AND
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persons occupicd and 88 % of the hp. used iy
this branch. No less than 231,000 persons, i
one third of the total (artisans’ shops exclud

were centralised in 124 establishments (18

persons pes shop} Ancther 126,000 pericn

were engaged in 281 shops (from 251 to 100

persons per shop), Thirty establishments alige
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had an eutput accounting for one third of the

total value of the products of the Itlian e

gineering industry.

3. - The lmp-un;ant place u.mplni h:,r
engineering trades in ltal:la.n cconomy
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per industries, large scale busi-
nesses were the more numerous, unlike the
lqltlll:'r, wood, printing, food, clothing, build-
ing and non-metallic ore industries . The larger
~shops, employing more than 100 L ac
mqm:d for nearly 8o %% of the total n umber of
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also bt illustrated by comparisons with for-
«cign countries. Although these comjparisons

can 1:11'!1]1:{1 be approximate owing to the differed

ces in the nature of the data collected (differ-

ences of time and method), yet have con:

. siderable value as indicating I.r:nda Table 1l ;

*
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beings together the data of most slgnlﬁ:an:c
in making a comparison between the ltalian
and the British engineering industry {3).

We can sce from this table that while in
abrofute fignres the output potential, of the
Pritish engineering trades in 1938 was double
that of the Iralian, the relative weight of the
engineering m;.lu:;lry in the total for all indus-
tries was greater in laly than in  Great
Britain.

A ‘similar comparison with conditions in
Germiny would lead to like results, if we take
into account the different periods at which the
returns Were made in the two countries (1925
and 1037).

The ratio between human fabour and horse
piwer (Hp per p-emn}, the socalled " index
of mechanization ™, is p:mmlaﬂ}r significant,
This ratio, which in nearly all Italian indus-
tries was still low when compared to that of
the more advanced industrial countries (4), was, .
in the case of the enginecring industry, ncarly

|'to that of Great Britain (industrial census
of 1930) and of Germany (industrial census of
1a5)  Even when we' take into aceount the
different dates of the periods compared, the
m:uhrl.l].l of the rnsmum should not be unc!er
ralued, and anight, in a first rough apprecia-

fion, afford an indication of the considerable
u:mln secured by our engl.n:cnng_ trafles from
the point of view of mechanisation and cffi-

The index of mechanisation rose with the
fze of the establishments, passing from 1.2 in
the shops with 101-250 workers to a maximum
of 22 in those with aver 2,000.

4 - The capital invested, in the Italian en-
prtn industry in 1938 (factories, m:d&mm
) was cstimated at 20.1 milliard lire,

) The Mmln#mmwm;.w
ke been fram the industrial conwn for tega.  Too
rhdmmwaﬂrwhlhltﬂhn,whﬁmudde

o the Teabisn figarcs all shops with ow than ro porsoas,

ki conmcctiodh we may recall the fact that in Ihf'f
aul::luhmu:.m; ol Handl:
® we any motor power

ihe wnal nom ers, did
unmumxﬁi'%h
undu'mhmdlumtﬂlﬁms?.l- ir

By accounsed for by the lower wages and the relasively
Ygh comt of power, bath dsctors whith peoard the progress of
Saxbuniuition in ey, e

emplaying 14 %

-million lire, was distri

~ wages incorporated

of w]'m:h two thirds were represented by the
fixed capital-and the rl.'m'umrfr by the circul
ating capital. Frdm this point of view also,
the engincering industry ranked first among
Italian  industries, followed by the electric-
powér (19 mililards), the textile and clothing
{(16.1 milliards), the food (123 ml!]i:tds) and
the chemical industries (10,1 milliards).

The :\rcﬁg'i.- capital per persdn engaged in
the engineering trades stood around, 33,700
lire (inclusive of artisans's. shaps).

The value of the output, estimated at 17,579
ted between the se-
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VALUE OF ENGINEERING PRODUCTION, BY CLASSES,
AS PERCENT OF THE TOTAL (ipyf)
L]
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veral branches of the industry in the percent-
ages shown in Table IV, Raw and subsidiary
materials represented 556 50 of this total
(9,776 millions) and 44.4 % was accounted
Tor by "added value ™ (7,803 millions), Wa-
ges alone accounted for 18 9 (3,104 millions
lire) of the global valuc of the output. The
engincering trades are therefore those which,
in the list of leading ltalian industries, show
the highest quota n? “added value ™ and of
) in the product, f.e. l.bc]'
are those which, other things being

cupy a larger number of workers, Eﬂm
theic development in some branches would ap-
pear to be particularly desirable as a means
for assuring fuller occupation and'a higher na-
tional income; but this development is depen-
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dent—as will be shown—on the possibility of
securing adequate opportunities for export.
. The great majority of the engineering un-
_dertakings were and are operated by private
industry; ncwnhclrﬂﬁﬁuiu] importance s
conferred by their size bn the undertakings con-

- trolledl by the great government holding, the:

LR.L (Istitato per la Ricostruzione Industriale:
Institute for Industrial ‘Reconstruction).  In-
deed, the contribution -made by the establish-
ments controlled by the LR.1. to the toral out:
put of the ltalian engincering industry was
cstimated in 1938 at 2330 %, The branches
more especially, concerned were the shipyards
{80 72); arms and munitions' (6o 5,), engines
and motors (39 %), rolling stock and material
for railways and tram-ines (35 %), The most
difficult of the problems the dndustry now' has
to solve are those facing these four branches,

- and more cspecially that specialised in the pro-
duction of arms and munitions,

m{mslﬂf crisiz in the engineering indusiry.

* 5. - The Italian engineering industry has
_ not been affected only by the causes of ‘deve.
lopment common to all the countries which
participated in the second world: war, fe. the
rapid growth in the demand for munitions of
war. The structure of the industry had al-
ready been seriously distorted during the
vious five years of autarkic policies, which
introduced into the Italian engineering ‘trades
factors of intrinsic weakness as compared 'to
the more advanced of the competing industries;
it had accentuated the differences in the cost
of raw materials; it had stimdlatetl a process
of vertical integrations which was often harm-
ful; it had removed the incentivé to greater
specialisation ahd had thercfors ted the
trades from taking advantage of the savings
obtained by the mass uction of standard-
ised goods. Lastly, the distorting influences

¢ were apgravated by the marked ihonetary in-

flation of this postwar period,
6. - Data’ comparable to those of the 1937

~ 39 census are still (October 1947) lacking on
new structure of the engineering indus.

the
}i-}u; 1 will not therefore attempt to analyse
i fa i :

’ il £

‘the partial data so far brought togethes
shall wait until I can mak:—-gn 1 E:pu;:it::
Ing— a new general enquiry. [ will only myes,
tion as indicative of a trend—and ‘with al| he
ilue- caution required in the case of estima
that have not been confirmed—that the present
Frn-dl.mi\n: ential of the engineering plany
1as been calculated by some as 6065 per cen
higher than the actual production obtained iy
1938. On the other hand, real present produ:
tion is said to be markedly below the pre.ws
figures {perhaps equal to 95 %), The marsis
of idle potential would therefore be very hi&,
and would evidently be seflected in costs, Thi
wide difference between theoretical and acnu!
‘prodhiction was attributed, until recently, to the
deficichcy of raw materials caused by variow
bottle-necks hindering ‘the. inflow ﬂg forej
supplies; but it was also largely due to the
changed demiand on the comfhodity market
Undaubredly the lack of coal, clectric 1,
and steel products was the greatest dil'ﬁcum

* engineering works met with in the first port. - |

war period, and it prevented them from avail
Jing themselves fully of the favourablesdon
ditions then prevailing on the internationl
market, as a means for eliminating some of
their troubles. But this is not the obstack
‘which now chiefly claims attention, cspecially if
a long-term plan has to be considered, cavering

a period during which the possibilitees fw}:\
gain

curing supplics of raw materials will 2
become normal. " 2 .

: Thc "d:pn:_ssiﬂn " in the lta]‘i:.n"mgim_ﬁ
ing industry depends, fundamentally, on other
factors inherent in 'our special conditions 2
home. The factors tobe considered are of v
eral kinds, interlinked one with the other, and
only partially shared by other industries,

7 - The fundamental problems facing the
!alian engincering industry today are, from
the standpoint of demand, the limited size of
the home market, the changes that have come
about in the kind of products required and the

" growing difficulty of securing ‘adequate out

lets on foreign markets; from the standpoint
of supply they are the super-abundance of I
bour, accompanied by the insufficiency of raw.
materials, a more or less backward business:

. organisation, and the lack ;E/ERQ]

i T
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{a) The marker. - The inadequate powcr
of absorption of the Italian domestic market
is a first obstacle which, in the past, tended to
restrict production within limits which were
nat the best from the pointof view of technical
and econpmic yield. The insufficiency!of our
market is more 'marked than ever to-day when
the outlet offered by army orders, which ab-
sorbed probably nearly one third of the total
output in 1938, has ceased (5). The serious re-
duction in the nationil income consequent on
the war makes it improbable that civilian de.
mapd will soon offset the loss of those orders.
In fact, Ialy is passing now through a period
of extreme pehury of savings available for

‘capital investments, and the engincering trades,

which are those typically engaged in tre pro-
duction of instrumental goods, are feeling more
than others the characteristic features of- this
period of impoverishment. o

This makes the problem of securing large
enrrents of export-an imperative one,  Only

; by increasing the demand for their goods bn

foreign_markets - will the Iuilian engincering
traded be able to attain that level of production
which wi]l assure them the place they should
peeupy in the plans for securing higher em.
ployment and the rehabilitation of-Italy’s bal-

ance of payments; ie. in the program for in-

creating’ the national income. In pre-war ‘days,
the Iralian engineering industry exported about
65 of its output; immediately after the war
the quota could have been a higher onc had it
not been that the scarcity of raw materials and
of . and the slow revival of intcrnational
hindered en s
culties of all kinds in its way. In any case, the
contribution to exports made by this industry
in the first half of 1047 has been a relatively
high one, with ex estimated at 50 million
brs (6), i, on the basis of a real cx-

m‘i‘k Indhattrics working exclusively for the army slready

secoumied in #gi8 fer 12 % ol the catput of the on B
iraden; B we add o whis one hall of the output of the®Rs

indsiirics engaged in supplies for the havy, we reach a figure
l‘lﬂﬂ. The waried Hﬂ:lfn . :haﬂg‘\ul“l
besnches ol engineerin and afl the work indi connecied

_ with military acaivities justify the percentage given im the toxd,
4 peroentage which of course must have been modified in ibe
teurie of the second workl war, ; i

£ 10 Is impossible 1 make o sure ealeulation ef the value
of [uallan exports {s the Girse half of roqy. Iolin offeca) sa-
tisties, by applying ahe officls] rate of exchange then in force,

3 : i

terprise and "placed diff- ;
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change Fate of 500 lire per dollar, at 25 mil-
liard lire, equivalent to the rate of exports in
1938, which amounted for the whole to a little
over 1 milliard lire (corresponding roughly to
so milliards of 1947 lire)  Should we succeed
in 147 in attaining, notwithstanding the many
difficulticy, the*pre-war level of cxpors, -this
would already represent a notable effort ac-
complished; and it would mean that_about
one tenth of our present production (7) will
have been able to go abroad. The year has
bedn a typical example of an ecasy " sellers's
market ", on which the purchaser looked less
to the price than to the rapidity of .delivery.
But in the second half of 1947 the situation

_ had already undergone a change; interpational

competition had grown klener and the Ialian
concerns had been seriously hampered by higher
comparative costs, ;

(by The productive factors, - The b

lem has therefore become one of costs, It in-
volves the questions of a better use of the la-
bour forces, the more adequate supply of raw
materials at international prices, large cdpital ©
investments, and competent organisation. All
this points to. thie need of reconversion in the
widest meaning of , which cannot be
left exclusively to pontancous process of
selection and experiment, and”still ‘less to the
influence of a studicd”intervention of customs'
protection.

In the first place, and not to-day only but

ever since preparations were being made for

majored by 1ag % (aag Lo for 1 dell) rechipe dhe valme of the
CEgiseTing cxponied a1 10,782 million Fire; this ctimate
ly, balow the read figure, a3 i

i bdabuntl
do ot b

;;MIL
£

mnch highet, pe-acale evpslani in the verarns made for
exports. ‘The ; above of 3y milliard Jire lr probably
nearer 1o the erugh) bt at figure & perhaps lower than
the real ome io judge by an enquiry | direcied for o ser of
bunineues representing sbout go % of all the Julian cagiscering
concernd; the exports made by them sppear 1o have excended 6o
milliard lire in the period from January e Sepacmber Foq7,

o f7) The conjectural figaren for the value of the production
in_goq7 can only be roughly appravimate.  The dats obvained

nor the
nam

by the enquiry referred o0 in the peevious footnote would -

into sccount peal eschanpe ruves which were -

Ingline me 1o believe that the value was somewhere between

g50-4o0 milliends of present day Mre. | canmes oy w check
the securscy of this comcluiban — bawd on returss made by
the praducers themielves — by referring 1o statistical indexes of
the prices and productien of the branch, a4 sech sn analpis
would lesd me oo far afeld, and woull sl require a difficuly

+ enquiry nto the degree of relisbility of the fndes namben

themielver. y a
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the customs' tarifi of 1878, the engincering

* trades have complained that their growth has

been hindered by the use of steel producs
supplied by the protected Italian industry ot
prices on too a high level ar compured to those
ruling on the international market, The dis-
pute betioeen these two branches of produc-
tion, temporarily silenced utarkic policies
and military preparation—which afforsied
some compensationdo the engincering trades—
now threatens to revive. In the opinion of
some engineering expierts, the price now rul-
ing for Italian steel products is three times high.
er than in France, twice than in the United
States, Lo8 times than in Belgium, and 1.82
times than in Great Britain. A systematic so-
lution of the s facing the enginccring
trades would thetefore entail the co-ordinated

" consideration of the steel problem, and so

- the  individual undertakings.

. The numbers of concerns

would involve structural revisions and the <li-
mination of special interests’ mot readily re
maved both in the field of tni'-ll.ﬂ and of Ia*
bour. -

These drnwhﬂ:'ks, external to the industry,
are matched by others in its internal structure,
f'e. disequilibriums both in relation to the sev-
eral-branches of production and in relation to
The situation
shown by the census of 1937-39 which in_its
technical if not in its economic as was not
altogether a d:s:uutngmg ouc for Italy, has
deteriorated since the beginning of the war.
grown, and they
were located in conformity with military and
political considerations rather than on the basis
of the conditions necessary, to ensure
The labour force has increased n:nrrupoﬁ:llng'lv
but was l::gd:r |mpm1scd while a serious
work of training and s itation has been
neglected. “Morcover, the levelling ofi real- wa-
ges, typical of periods of inflation, has discour-
aged the incentives for improvements impeov-
ised entreprencurs have taken over the manage-
ment of many new undertakings; the stand-

- ard of quality of a scanty output, for which

there was a large competitive demand, has de-

. «lined; overhead expenses have rocketed,

- When the war ended, the process of recon-
wersion ahd reconstruction went forward ac-
tively, often stimulated by an enthusiastic but

Manca Nazionale del Lavaro

unsystematic spirit of enterprise, regardless of
the new requirements of business now carried
on under conditions which expose it to the freez.
ing blasts of international competition. The
dispersion of the enterprises, the lack of specia.
lisation, the discontinuity of the effores, and the

lhnrt-::ght-:u autlook, are perhaps more marked

naw than in the last pre-war decade in many
branches of the enginecring trades.  The outlay
-on superfluous labour forces has helped to re
tard the revision of costs, and monetary un.

certainties have continued to aggravate the difs

ficulties facing- the entreprencur,

8. - Under these conditions, the first problem
the Italian engincering industry muu t:n:Hr, if
it is to be able o meet foreign cumpl:lmnn off
the homeg and the international market, is that
of 1arg;;?a]c rationalisation. This 15 a prob
lem of e or death for Ii.i'gl! sectinns ncf this
industry. Bur this work reguiies large invest:
meiits and considerable m:dlum and Iung term
credits; above all, a serious re-cxamination of
all the conditions needed for a.vm{ling the use-
less and harmful dispersion of capital in ill
considered and provisional attempts at recon-
xcmtm o

Post-war financial sssistance Io the enginmering
cindusfry.

g. - The problem facing:the eug:mn;ring in-

dustry is therefore one in which its ratiinalise=s

“tion_and the investment of new capital are in-
ter-dependent.  Without the formet it s use-

less to hope furth:hur.t,l:nu: without capital -

no rationalisation will possibile. © Even to-
day, the financial prab}l:n.\ of the engincering
trades are only one aspect of the larger genenl
problem of insufficiency of cap:tal which i
the chronic illncss of Italian cconomy, intens
fied in these postwar years. But it is in the
engincering branch that the * fnancial crisis
is most ptnnml}r felt, for three main reasons:

[l} War devarations. The engineering

plants were some of the targets most a:uw:l;l' ‘

sought for and most scriously damagnd by the
military operations;

Memiurs and Tadis ol the Special Pund for Finaneing the Hallan Engineering Industey

(b) reconsersion and rafionaliration sieeds.,
The importance that work for the army had
uired for these trades entailed structural dis-
tions which other industries, such as the
textile and food processing ones, were able to
avoid.  Moreover, wear and tear, both physical
and u:u-nnmi:. wilre mnrl:'se'ttr:[].r felt and more
widespread in the mglnﬂ:nng sheps than in
other productive plants; * s

* (c) the exversive number of urer.i_rr: an
rolls during prnud'.t of low .ﬂ'raduﬂmn
last few years. The engineering con-

mm have been among those most severely af-

fected by the veto plated on dismissals—the

Libour block—decreed by the Fascist Govern-

ment in 1944, and confirmed by the Ttalian

Government in 1945 under the pressure of the

organised labous unions. This has meant that

rir

-fhe companies, while swfering from reduced

uction, have had to shoulder a costly form
of relief, I the avtumn of 1947 the number
of surplus workers whom,, under rruent con-
ditions, it was not possible to employ uscfully,
was optimistically calculated at no less than
gooo0, but undoubtedly this figure would be

doubled if the miatter was gone into more carc-

fully, and perhaps even trebled if account were
tkerrof per capira yield on the basis of that
of 1938, . :

These three negative factors—from which
the other great branch of Italian influstry, the
testile trades, suffer if at all only in a minor
degree—havé exhausted the engineering branch,
which has been forced to live amidst uncertain-
ties, makeshifts, constant and confusing modi-
beations in organisation, while making heavy
apenditure on unproductive wages, :

The suspension of the law on compensation
for war damages—rendered inapplicable by the
emormous volume of losses (8)—has aggravated
the sitvation by compelling the undertakings
to meet the cost of reconversion murd]r out of
their own resolirees,

10, - The scrious nature of the crisis is
sho shown by\lack of working capital.

mmhm? with thl: den

orks, the d habit
.. e

and with :mprufllab]: business in tl'll: critical

¢
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iﬁ:.lr: 194546, has steadily reduced the circu-
ating capital of the companics, displacing its
ratio to figed capital. Many of the manufac-
turers -empaged in the engineering  business
have not paid enough attention to this pheno-
menon, hoping that their difficulties would he
once more settled by the inevitable intervention
of the Government, and naturally unwilling 1o
carry out disinvestmients in a period of monetary
depreciation. .

In the summer bf To47, at the first signs of
the check placed on credit expansion, the
dearth of circulating ﬂ|nl:'|: became ﬂra: I
we roughly estimate the annual production in
1047 at a maximum sum of 6oo milliard lire,
and if: we take five months as the average
length of the working cycle, the circulating
capital needed would amount to 250 milliard
lire. About one third of this'amount can be ex-
pected from advances made by cu.imm and
credit granted by suppliers; for the remaining
two thirds the companies must apply to the

banlks if they do not themselves possess theyre- =

quisite funds, It is not yet possible to xg:m:
definite figures for the volume of the disparity;
but it would seem that we' may mughﬂr esti-
mate at about 120-150 milliard lire the hatus
between the circulating capital at the disposal
of the firms and.their financial needs for meet-
ing -upcmtmg expenses (g) Moreover, if ﬁlo
duction is to be direchsl®'to. a larger extent t

heretofore toward ign mackets, the possi-
bility of recciving advances from customers,
which heretofore have partially financed the
cycle, will be reduced. !

11. - The Italian banking system since the
reform introduced in 1931, when the LML
(Istituio Mobiliare Italiano for medium and

long-term industrial credit) was sct up, has

wisely restricted its upcnmm to those of or-
dinary commercial it, and has now- adopt-
ed the principle of refusing those medium and
long-term loans required for systematic reor-
ganisation. Even in the case-of short term

" () The Act approved In 1940 had In view the compemadon
al the owners, in full of in pan, fof bowes camied by the war, -

~{a) It shoudd be noted thet the figure of 130-190 milliard
lise is sn exclusively mosctary one, and dos ot seprosent
supplies of raw materiali at the dispsial ol the market on which
his pom ceuld In pant be EI:IH.'I'KII.'IL
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working capital loans, for Which there is an
eager demand, the banks in the post-war years
have had to adopt special precautions to aveld
frozen credits, which, in view of the obvious
deficiency of fixed capital and®income capacity
in the engineering trades, would inevitably
have arisen,
On the other hand, the financing institutes
* specialised in granting medium and long-term
loans were iin a condition which made them
almost  powerless to meet such great needs.

Even before the war, the two typical institutes
for granting this form of credit, the LM.L, and
CS.V.1 (Conrorsio per (fovvkngion rw valori
industriali, Consogtium_for industrial advan-
ces), had been considered inadequate for the
task. Since the war| the criticisms then made
have been translated|into realities to an alarm.
ing extent. The needs of the Treasury on the
one hand, which pressed on the scanty avail-
able mfans on the other the difficulty expe-
rienced in floating loans in a period of mone-
tary depreciation,“combined to make it impos-
sible to secure a direct supply of capital of some
importance on the home market.

- The steps taken to establish_other institutes
for industrial financing have led to the forma-
tion of some new organs (the Mediohanes, a
creation: of the three Banks of MNational Inter-
i, an industrial credit department of the Bank
of Naples, and another similar one of the Bark
of Sicily), but the same obstacles that paralysed
the TM.I have affected these new organisa-
tios, and have so far limited the assistance they
could give. ; .
~ The same- thing has happened in the case
of the LR.L, the great government holding, one
of whose tasks is that of meeting the financial
needs of the undertakings itcontrals, But the
difficulties of the LR.L .have been complicated

by the political disputes in which it has been

involved and which supended its effective work-
ing for more than two years. Only now does
~it seem-that the problem of the LR.L is finding
a solution between the opposite views of those
who wanted to dismantle it afd those who
wanted to strengthen it; but whatever the final
solution may be, instead of being able to™yup-
ply new funds, it will require to reccive others
in addition to thosc it has already obtained.

This emergency situation has polarised the
requests for Funds on the Government, and the
Tresury has been compelled to increase jy
deficit by assuming the burden of further inger.
ventions: disbursements and: puarantees, Thi
is a chapter in the financial managenient of the
Italian Government which, considered in the
abstract, cannot but give rise to serious crif

cism. It is a chapter telling of scattered, spo - F

radic concessions, wrested under the presre
of emergencies; a mass of expenditure which,
in the absence of an adequate and co-ordinated
plan, has led to’ notable waste with few con..
structive results. But here again, the critic must
bear in mind the exceptional conditions under

1 which the Govérnment had to operate and

should. therefore try to correct rather than w
blame the crrors commiteed,

12, - It is difficult to draw here a complete
picture of the forms of government financil
interventions in favour of the engineering in-
dustry in thesc post-war years.” We can only
give a summary sketch.

2 ﬁh- Direcr financing of wndersaking
with-funds supplied by the Treasury:

(a)=a decree of June 1945 (10) amended

in August of the same year, provided for ad-

vances in favour of industrial 'hn:iurul'.i.ngl

holding credits against the Government for

supplies and services furnishied. prior to S

tember B, 1943; ir those cases in which the

final settlement could not yet be made because
of the absence of vouchers ete., frequently s
troyed by war operations. The amount appro-
priated for this purpose was 5 milliards, of

which 1,800 million lire paid to the engineer- |

ing trades. :
(b) in May 1946 (11) whes deflationa
symptoms had added to the strain in the indu=
trial situation, an appropriation was authorisd
for making advances to industrial enterprise
in an amount of 3 milliards, subscquently rais-
ed to 13, to be gr;nlrd‘kmmugh the- LML Of
this the engineering ‘industry received o741
million lire.

{c) in June 1946 (12) advances wert

“(re) DLL. 1gf-rpg5, No 3
(00) DL Begnggl, M= 440
(ra) D.I....r!,.. Eifenggh, MR g,

Ay s
-

authorised in favour of undertakings of excep-
tional national importance which could not
arall themselves of the measures taken under
; The amount appropriated
was 1 milliard lire, of which the engincering
industry received qo0 million.
The Government appropriated in this man-
nier 19 millidrd lire, of which nearly 12 milliards
have been paid to the engineering trades,

(2) - Grants to the LRI

{a) In Marrll'llgq.& the endowment fund
of the LR.I. was raised from 2 to ¥2 milliard
lire by a contribution of 1o- milliards made by
the Treasury (13). The decree specifidd . that
this sum was to'be used exclusively for financ-
ing undertakings controlled by the LR.L or
for dncreasing their capital or the
other concerns in which the LR.L might wish
to acquire an interest .

(b) in July 1947 (14, the Treasury was
authorised to make a hrst advance to the LR.L,
pot to exceed & maximum of 5 milliard lirc;
{c) in October 1947 (15), a second ad-
‘yance was-made to the LR.L, not to exceed a
maximum of 10 milliard lire,

Therefore in all, the State has assigned to
the LR.L since the war a sum of 1o milliards
a a permanent endowment and 15 milliards

vipus decrees.

]

These funids; majored by others obtained
by Joans from the C.8.V.1, and from the hanks,
more especially in the form of advances on se-
curities and discounts, have enabled the LR.L
to assist the enginecring groups under its con-
trol with a total of some 36 milliasds (in the
period ruuning from the first months of 1945
uatil October 1947). e
' (3) - Loans made by banks, guaranteed by
the Government or enjoing govermment comn-
irtbutions fowards the payment of interest rates.

To facilitate the-financing the Government
teed the advances |

b, in many cases, guaran :
made by credit institutes’ and contributed (15

(10 DULL, n5-5-1545, N® 86
() DL, of she Provisiees! Hesd of ohe Soee, sipy,

4 : “
() DL, of the Provishens] Head ol the Staee, 3-10-1547:
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the paymient of the intercst due on the amounts
borrowed. « Thus:_ :
[a) the Government graramtesd in No-
vember 1944 (16) the advantes made by the
Public Law Credit Institutes and by the or-
fni!aﬂum exercising industrial credit, ta un-
ertakings of specific importance for the re-
settlement of civilian life and the recovery of
the lands gradually liberated from the Ger.
mans. “This guarantee was limited at first 1o
3 milliards, but was subséquently raised to 25.
The loans granted to the engineering trades
enjoying this guarantee amounted to 4 mil-
liard and fgg,500,000 lire, - i

_The same decree authorised the Gavern-
ment to assist-in the payment of interest rates
up to a maximum fate of 3 %} per annum;

(b) in August ig4s (17) the Gowen-
ment guaraniced up to a maximum of 3 mil-
liard lire the advances made by Credit Insti-
tutes and organisations to industrial undertak-
ing which did not dispose of the means peces-
sary for meeting unpostponable payments re-
quired for thcgopﬂﬁnrqf |]'1-rl:i.: respective
businesses; this decree however has never been
given effect (18); ”

: (c) in October 1045 (19) the Govern-
ment guaranteed, up to a maximum of 3,500
million fire, the advances made by Public Law
Credit Institutes or Corporations exercising na-
val and fishing credit for financing the m%y:lg'-
ing and refitting of ships that had been wreck-
ed. Leans for a sum of so0 million lire were
made under this-guarantee; :

(d) in December 1945 an Avitonomous
Section for Industria it was opened by the

Bank of Sicily, whofoperations enjoyed either
government guarantee. up to a maximum limit
of 600 million lire, or a government contribu-
tion to the payment of the interests at the usual
maximum of 3%, per annum (20). Loans ex-

(16 DLL.L. ond-poupy, N® 7.
(17} DALL, dgerggg, N* Sog. = ;
(15) The pawom why thin gusranior wat never xpplied are

o be sought inc the fact that the Credis |nsdioones which were
o huve made the advinor did net hiak the pasrastes sfeedad
by the decree vufficient w0 cover ihim I8 coe of the imstvensy
of the borrower. 4 ¥

(15) DLLL. 140mgy, N* 686, 1 - ¥
{2c) Ax & mobier el fso the comribution made by the
Governmseen 1o the payment o inecres rafes has - pemerally

- amemnted 10 3.50-2,75 Y
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tended to the enginecring industry, with gov.
ernment guarantee: L. 6.5 million only;

{c) in Aupust 1947 (21).a government
guarantee was extended to banks for the gua.
.rantees they themsclves granted on the advan
ces on purchase price made by foreign customers
ordering ships of our shipyards, The guarantee
was_given up to a limit of 15 million U.S, dol-
lars, equal, at the present average exchange
rate of Goo lire to the dotlay, to g milliard
lire (22).

We thus see thel the Government has grant-
ed guarantees to foans in favour of the various
branches of industtyiup to a maximum limit
of L. 4o,100,000,000 (the ‘loans actually grant-
et to the engincering branch enjoying these
guaraniges arc presently unkmown), ‘and has
thus extended tl'itﬂ"dual-lklu systern "' which
is acquiring in Ilian government finance a
chaotic expansion (23). :

13. = The variety of the forms and the djs-
persion of government help, Which is made
obvious by the enumeration of these measures,
justifies the judgment expressed on govern-
ment action in this field during the -two
postwar years to which we have referred.

f2e) DL; of the Provisonal Hesd of the State, 1381547,
N

iz} Ay appessy from whai hay been abowe et forth, ihe
interventions msde in the exclinive imterest of (b ship-bullding
industriet bave been of particnlar impestance, Unlike mau ol
the fnapclsl smsutance granted 1o oiber brasches of indiviry
which are & eypical festure of thiy, poatwar period, the facilities
granmad pa she shipbuilding and ahipping indussries, represent
brizgiag up infier-beginlition duing batk many years, and
Aind “thelz misan dBoe in the diffirultio which: for ome
time phat hav characterised this branch of industry,  Besides
the faeilito: above mentioned we may recall the followlng: ©

{2} shipoowners wehe Intend ta refit their wroohed ships are

entitted 0 a special coatribution wp to 8 mavimuny of 40 %
of the expense immmered, .

. [b) ahipowners who inttnd w0 build merchuat ships o
emtitied 1o 3 wpecisl bation to the siaking fusd ol for
interest coms,, vaYing in amount seoediag b5 the BiEre of
the thip. . P .
(<) sip-tmilding yards sre sllowed, “for’ ench hundeed
Mﬂhqu:u:hmig-m‘d:m.dpﬂ
vafying amoum scoording to the type of ahip, bant s 5 whol
b vory modest suma, o ?

For the {sclives mentioned under Jeters (b) and (<) (mow
regelued by the DL, of the Providons] 1fcad of the Staie,
26baggm, N¥ 220 @ crednt of g milllisrds hus been ensered on

e Budper,

(23) Soc E. Camnhi, n the Rivite Rancaria,"Ociober 1947,
Pe 54 .
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Above all there has been an absence of 4
coherent and systematic direction of econg.
mic policy, capable of checking the pressure
brought to bear by special interests, and of ser.
tling instead of merely palliating the problems

thar had tw be faced. Poth the advances

and the assignments have for the most pan
been granted more in view of the need of im.
mediate assistance than in conformity with
long-sighted policies, and for political’ rathes

thas for strictly economic  considerations,

. While it cannot be denicd that this has alwap

been the case in periods following n wars, o
the other hand we should not forget that these
interyentions have helped to spread inflation.
ary ttndencics, Granted; as'they have dlmog
always been, without any guavantee of " steady
value *, they have contributed to_nourish the
inflationary attitude of mind of 4stute by
rowers ready 0 take advantage of the progres
ive ligheening of their deb liabilitics. Lastly,
it must k& noted that sometimes the credit inss-
tutes Tﬁ‘:r_pselvek,‘* faced by insistent, power.
Hully mﬁ}:un:f:l, and urgent requests, have [i.
mited their precantions when granting credit
to makihg a summary estimate of the gua-
rantee afforded by the capital of the plants and

have availed themselves of government gus-

rantees without strictly enquiring into the op-
portunities the undertakings had for carni
ah income under rapidly changing conditions.

14. - This sketch of government assistance

should be completed by a statement of the a

signements made by the other credit orgs
nisations,. We have already referred to the
36 milliard lire supplied by the LR..Wi

- its ordinary rcfources the LMI. has ex

tended from Junc 1944 (liberation of Rome) o

ember 1947, further loans for amounts . -

ing some 2 milliard lire, of which ron
millions to the enginceting trades. The CS.VIL
—apart from the 8,500 mhillions supplied to the
LR.L ahd the Finsider which have thercfore
already been taken into consideration—has lent
less than 500 million lire to private engince-
ing concerns. ‘The Mediobanca, during its first

+ business year, which closed on June 30, 1947,

has assigned to the engineering industry about
500 million lire, :
If we look at the credit grants made IJJ
¢ P .\

el i'
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' the deposit banks, ie. by the banking system

per, we find outstanding at the end of 1946
a volume of credit amounting to 34 milliard
lire as -::rmlmtr.ll to 133 nuutnmiing on De-
eember 31, 1945, and 2.7 nrpr‘uximnluiy ar the
end of 1936, The details of these amounts are
piven in the statistical ‘appendix to this jssue
{Table E). When .we take lira {I:pm_iitiuu
into comsidderation and the c:tu:ptinqnl c!mrgrj
incurred by the cn'g'mr_'cring industry, the weak-
ening of the real support-obtained frgm the
kanks becomes evident, even if the quota of
wotal bank credits allotted 1o the engineering
branch has remained almost unvaried as com-
Préd to the pre-war sitvation (from 7.61 %)
in 1938 to B.24 %, inj1945, and 8.58 % in
i) It may also be of interest to note that
this quota has progressively declined from the
maximum of 1485 in ros, while that of
the textile industrics has risen from about 6 %
o g %,. Moreover, a notable portion of the
‘hank credits granted to the engineering trades
is to be aseribed to the existence of the govern-
ment guarantee and the assistance given by
the Treasury for the payment of the interest
doe.  The 33, milliards above mentioned are
not inclusive of, the amounts granted by the
banks to the LR, and to its dependent financ-
‘ing socicties socicties (Finmare and Finsider)
which in~Tablc E are in in other groups
of borrowers. >

Of the 100 million dollar credit granted by
the Evimbank, the engineering trades will re-
eeive 19,830,000 dollars. i

#

The FIM.'s melhods and principles.

15. - In the summer of 1947, the Anancial
bottle-neck in the engineering industry, already
apparent, made itself Felr in 2 most serious

manner, epecially in ll:u‘:* case of some great |

endertakings. The credit shortage coinided
with a marked d ion on the stock-cx-
change which destroyed all in the possi-
kility of recourse to the financial market, Only
two sources of capital remained, foreign capital
and that of the State. The loan from the Ex-

imbank, finally arranged in August for. ]
'lmmnt' a.hwl:xmmimnd. ust be now(‘d‘a‘;
the first Ameridan parti w: the

)

Amount was inlﬁl’ﬁéirm, and, in any case, the

stipulation of credit agreements was procras-
tinated until the enid of 1947 by preparatory
enfuirles, There seemed to be no fsue from
the difficwlties which frequently gave rise o
disorders—due to the failure-to pay wages and
the requisite taw materials,

The appeal to the Government for help
raised however delicate problems for an Ad
ministration  which, uer the puidance of
Prof. Einaudi, was determined not to let the
budget deficit gjde_gbove the ceiling, fixed at
some 3oo-milliardilire. The Fact that the ap-
peal has been received, means that the Minister
of the Budget has seen fit to temper the rigour
of his initial stand and has deemed it neces-
sary to consider the r_ﬁgcm;ics of this emer-
gency (24) It was thus that the above men-
tioned decree of September B, 1047, was jssued
to cstablish, with the help of government ap-
propriations, a special fund for financing engi-
necring enterpriscs, 'OF cpurse the former sys-
tem of indiscriminate subsidies could not be
accepted as the basis for the new agreement,
and help was to be granted in conformity with
the principles of the new financial program.

- The guiding principles of the F.LM. are:

(a) Credits will be granted only for clearly
ascertained economic purposes, so as not to
waste scanty available means on undertak-
ings whose positiofi 18 beyond hope (25),.0r on
investments which are nnL.Hirmr; productive;
must however be view-

economic considerati
tematic, program of re-

ed in function of a

- adjustment in the engineering industry within

the framework of the general national interest.

{b) An anti-inflationist mentality must
guide the concession of loans, fixing conditions
which will eliminate or at least reduce the in-

{2} ** This {sdustry 2= bl prod. Eimadli in kis speechi in
e Comtitment MAascenbly in which be Hmerated the pew mues-

vare (Dctobset 4, 1947) — descrved ot go die. I B an indosry

thst han porme paticularly impertane festures; it requises & lage
body of ikifled, spochalsind worbeh of 8 kind for which e
Haliam have a special taleat. It i am indusery thiog hus cbaadmed
remarkable resalts in the pa. T B worth while so mske an
effort 1o rehabilitate it and place it in & eoswhizion when it e2n
be self-sepporting *'. £ f

{25) "' The help given so the engineering industry — Binsudi
‘gaid = jis condiitioned on the rehubilisnicn of the indusry inclf,

e

and an the contribution the owners of the sndertakings will .

;h:r_hd!ﬁ. make to secure ki rehabdlieatios l:lhn:l: in the -

Cansibiuent Assembly, Ociober g, 1047).
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centive to have recourse to credit so as to take
advantage of an inflationary situation; in each
case, there must be a cession of real property on
the part of the entreprencur or a participation
_of the investor in the business to an extent in
keeping with the grant made by the Fund,

- 1 trust that the bricl analysis which follows,
in which the Decree establishing the Fund and
the first program drawn up for its use are exa-
mined; will show what b n done to secure
the ends in view,
d = * L.

16. - The Fund is formed by the Treasury
with: i
(a) an immediate efdowmen: of 5 mil-
liard lire; y

(1) foity semi-annual payments. of 1250

million lire ﬁ:h;;l:s from January 1, 1948 (26).

The Fund is nét administered directly by the
Government, and the grant of awistance is
madc by a Committee composed of indepen:
dent persons who decide on applications by the
same. rules followed in such matters by banks.

For the ends in view the Fund may only
engage in the following operations :

{a)-the fimancing of exports planned b
+he engincering companics, by the grant of ad-
vances in lire at the current rate of exchange
against the rotal or partial surrender of the ere-
ditt-in foreign money ariting from the said ex-
poris; ;

{b) the guarantee of capital increases mace
by the companies and the subreription and pifr-
chase of new Scharer; 3 ;

(c) the facilitation of the liguidation of
the participations held by engineering compa-
nies in businesses belonging to other I:r.muﬁ
of industry, either &y the direcr purchare of
such participations for subsequent sale, or by
undertaking to sel] them on fixed conditions.

A ncw provision is now cted which
will enlarge the field of action of the F.LM.
by authonising it also (a) to finante exports
made against piyment in goeds or by other

(38} The Capee Deponsi ¢ Preaini {sdmiciuering the potal
ddepoit) aed organiations of any description engaped in credit
. opersiions, ineurance, snd socisl ievarabees ané suthosised bo

© i purpme

hanea MNeglonsle del Lavaro

means contemplatéd by existing commerciy|
agreements; (b) to take the debentures that the
companies may issue with the right to conven
them into shires within a period of two yean,

. 17, - Thé nature of the transactions auther.

ised is sufficient in itself to show that the any.
inflationistic aim has been to a large extent

secured by the rule that the loans must be of

fixed valwe. Thus:
(a) exports are generally financed again

 the surrender of credits expressed in foreign

exchange, so that the borrower is respansible for
any difference in exchange rates resulting from
any subsequent devaluation of the lira;

(b} the other operations place the Fund
in posgession of share sccurities which it may
be expected will rise on the stock-exchange in

cate of monetary depreciation. = ’

18. = The purpose of inereasing production
and ratfonalisi ' the induitry (z‘?g] Fh:.w: been
confirmed by the Committee of the F.ILM.
when arranging the first urgent financial help
prior to the clisioration of that fller and care
fully co-ordinated plan on which it is now

working. The large numer of applications

sent in, and the varicty of reasons adduced in

justification thercof, showed the need that the
scanty means at the disposal of the F.LM.be
used first of all to assist those enterprises
which are, or may become within a given pe
riod, « economically sound "', This expression

réfers to those enterprises which it may be ex.

pected will be able within a short time o as

sure, in terms of intetnational prices, aa imip%\
. securing proceeds of a value equal at least

costs (inclusive of course of the sinkingfund)
and which'are now short of capital to-provide
for their normal operations (circulating caph
tal) and for the Wmﬂ needed for recon-
version. s

Forithese reazons, the Committee has de
cided that of the three kinds of undertaking
applying to the F.LM. (undertakings radically

(37) Are, 1 of the decree setting up the FIM staies gt
B "o facilitate the task of the Tualian indusisl
ondertskiags in thi enginesring tado in eerurng fmsac)
liquidizy 2 the sysemanye dereioprens and incerase of pro-

" discount thoe half vearly o previchs probibi
sewithitamding.

duction, in view alw of providing employmeny for the worken
andd in oonnection Iﬁhﬂﬁrﬁ".’_'
t : :
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| 'ysound, undertakings that can be rehabili-

e, and sound enterprises) the first will be
wotally excluded, and priority will be given to
the second over ' the third, as these last should
be able to'secure the financing they require by
patmal market operations, _
“Although in practice some exceptions have
had to be made to this atrict line of conduct,
the F.1L.M. does not intend to accept the criterion
* previously in use of making a hurried exami-
nation of the economic and ‘techhical sityation
of the several businesses and then to rush to
ulvage them on the pretext of " extrems ur-
. Any; effort at rehabilitation -would
ke rendered vain by the grant of irrégtlar and
enptematic help.  Thé. Committee of “the
FIM. therefore welcomes the criticism blam-
isg it for being too ™ nigardly " in granting the
urpayers moncy; it has no intention of be-
wming 3 charitable institution,
- *Within the above limrs, the F.IM. pro-
vides, in this firse stage of its work, for the
more urgent cascs; here again it always exercises
dee caution; but in the second stape it will di-
met its activity so as to sccure that rehabilita-’
ten of the industry which is the goal justify-
ing its existence, ' :
. w".l'lm _cpginrcéri:g trades Ilmw_cit:l_:?y a cen-
ition, in that typical group o
ing %Nd&??é! which .'lrI: in E:-:dpal:mf all of
two things: reconversion and insertion in the
iternational market. In the writer’s opinion
the directing action of a credit policyscan only
amire rationalisation and rehabilitation if the
needs of the whole range of the engincering
idustry is borne in minds; it cannot be done
by Bimiting the purview to that of a single un-
deraking. - Even if a general plan for the
shele branch of industry is not undertaken,
m, if the F.LM. wishes to direct the industry

21 certain given direction, it must Beina poti-  /Hous com

. tm 1o arrange in advance a carcfully planned
pogam and to finance " work programs
ather than ™ undertakings

When the matter is looked at in this Jight,
#will be scen that it is evidently impossible.
e the F.LM. to restrict itself, when granting
aedits, to the mere examination of the

d personal security that the undertaki
an offer.  The _m{l guaran onl mﬁ;

#

——

1

effective one, is afforded by a reasonable ‘busi.
ness program, The 'Government would . be
wasting the tax-payer's money were it to offer
loans; everi with personal and real guarantees,
to undertaldtigs that eannot secure profitable
results and-who are engaged in lines of produe-
tion” for which there is no market demand.

The task is a vast and difficult one; over-
coming the tendencies favoring the crystalisa:
tion of existing structures, it must guide the
engineering trades tb drganise on few techni-
cal bases and scales; it must encourage and fa-
cilitate the specialisation of the" labour forces
and factories; it must allow the modernisa.
tion of the plants and develop technical an
scientific rescirch work. ' :

Encrgetic and rapid action-must be taken
on these matiers if we are to avoid finding our-
selves, in two years' time, and nmwil!uundlng
all the financial help that may. be given, in
such a condition as to despair of the very exist-
ence of a engincering industry in ltaly.

15. - The principles guiding the action of the
F.LM.are, of course, themselves conditioned b
the general economic situation and the problems
it presents. :

The first thing to do will be to plan the
credits in relation to available supplies of raw
materials, Under present market conditions it
is not enough to provide the undertakings with
cash credit; it-is ‘emsential to' make sure that
these credits can ba- tted into real sup-
plies. The problem ighat of vsing a volume
of materials considerably smaller 51:':1. needs, -

- and to use it to the best advantage, both for

assuring those kinds of production which are
deemed miost valuable, and so as to allow of
fuller employment. The F.LM. cannot allow
the assistance it gives to become an instrument
for increasing the competition between the va-
ies to secure most of the small
supplies of raw materials available, thus driv-
ing up their price. It is therefore easy to un-
derstand why the F.ILM. has called the atten-
tion of the Government to the need of ration-
ing the distribution of raw materials in accord-
ance with prioritics to be determined, and to see
- that the ﬂl:lmciaf help planned by the F.LM.
does not follow directions in contrast with or
independent of that scale of priorities, while at
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the same time the direction given to the engi-
neering trades by the several government organs
should be coordinated,

20, .- The action of the F.LM. must no
only be coordinated with a rational plan for
the distribution of the scanty supplies of ma-
terial goods available; it must also be inserted
in a whole body of initiatives—some of which
are already being carried out while others are

“being studicd—so that the results of each may
dit in with those of others to secure the maxi-
mum resules, *(L’W

fa) The socjal aspect of the problem is the
one that emerges.  The representatives of the '

workers, fearing that the undertakings may
close down, hring pressure to bear on the Gov-
ernment to intervene to prevent this, and they
righl].{[ demand that the wages due them and
not yet paid should be settled. Evidently the
F.LM. can only call attention to this state of
affairs; it is the business of the Government to
examine it. But the judgment of the Commite
might be troubled by anxictics at to the incvit
able consequences for large masses of work-
ers of a negative decision, and thercfore it
. would be advantageous if the Government
were to take the steps deemed most advisable o
provide for those workers who might be ad-
. versely affected. :

This is the reason why the presilency of the
F.IM. has secured a first decree (28) assuring
~ the workers of the undertakings— which may
be declared insolvent and placed in Jiquidation
_~—that their.arrears for wages and the dismiss-
al indemnity to which they are entitled will
be paid. .« . :

More important is the problem of the pro-
ductive cfficiency of labour. The low yields
now obtained are the direct result of the lack’
of .vocational training, referred to above, It is
therefore necessary to encourage a higher de-
gree of specialisation among the voorkers and to
raise their technical skill by me ns of a whole
nct-work of training schools fuigably Tocated,
ranging from those for workcis to post-
university courses for managers.” This is a
question of capital importance for the ccnomic

{26) DL of the Pro dabec, 1 Head-of the St of 17-10-1947,
N 1oy X

future of the country, and one which canny
be undertaken by the individual business on
cerns, The Government is now considering the
measures to be taken.

(b} The ereation of the Fimmeceanies {3
Financial Company which will bring togheter
the enginecring concerns controlled by the.
TRLY will mark undoubtedly another i por.
tant step for securing rational solutions of the
problems under consideration. It is the duy
of the F.LM. to finance both private engines.
ing business and those controlled by the LRI,
some of which, as above stated, are now up
against very serions difficulties.  Now, the for
mation of a central co-ordinating body for the
whole group of the engineering concerns con
trolled by the LR.I. should.confer on the woek
of rehabilitation a more syetzmatic and unified
character and should prevent—by 'I:!':Inl:]f agrie
ments and connections between the FLM. a0
the Finmeccinica—the Jisp.:rsinn of initiativ
and efforts.

—-{I} If the rational development of the
resources offered by the home market and the
planning of-a courageous economic policy will
undoubtedly facilitate the solutlon of some of
the problems, nevertheless the marked disparity
between the resources of the Italian financal

- market and the needs of the undertakings, coo-

tinues unabated and is a factor that threatens

+to wreck any plan for rationalisation and' e

conversion, or at least to restrict it within une
duly narrow limits.

Foreign investments therefore acquire for:
Italian economy in general, and more especially
for the engineering branch, that essential charac-
ter to which mpre than once attention has
called by highly qualified persons. Flanked
by such™investments, the ecotomic . police
adopted by the Italian Government might - =
quire an efficient value which othicrwise objec-
tive reasons would ive them of. In th
connection, interesting forms of collaboratica
should arise between foreign financing instine
tions and the F.LM., whose characteristic fex
tures would fit it for acting as a connecting link
between foreign investors and the Italian us-
miﬂp . r

s
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a1, — The special character of the F.LM, is
down by these notes, It s an organ which
van grant both commercial, medium and long-

| germ credit.  As it has been set up at a time

when the halt in the stendy expansion of bank
creclit made the lack of circulating ca ital keen-
Iy felt; the. F.LM. is called on to-fulfl the dual

wik of financing the productive cycle and of as.

sting the undertakings in the complex process
af structural -:h:mge. At range of action tﬁ'l.ﬁ
atends to a whole series of operations differing
in their nature and in the methods by which
must be carried out. This diversity gives
e, of course, to many delicate questions’in the
wchnical field and in that of business organisa-
ten, but, on the other hand, it has the advan-
tge of enabling the F.LM. to-follow in their
wrious aspects| the whaold, of the reciprocally
ister-dependent problems which the engineer-
g uxmuu tackle, . o
As the F.LM. is not a profit making con-
iim the rate of interest charged has been fixed
2 1 lower figure than that-of the market, but
not Jower than the cost of money (20) and of
the risks taken into consideration,. This rate

bas been fixed for the first period at 7 %, but

it may, of course, ¥ary in the future and may
aho vary in relation to the situation of the in-
dividual firms, - :

“ As a result of its juridical structure the

EIM. belonge to none of the Standard types
of Ananting institutes. It offers an example of
thoee new furms of public institutes which are
iniing in the organisation of economie life to
mict new requirements of a social ‘¢haracter,

dn the F.LM.—which is not a juristic per-
wo—we can discern: .

X (2) “the lender of the moncy—who 13
the Ministry of the Treasury—who controls, o
paiteriori, the management of the Fund;

~ (b) The administrator of the Fund, who
# 1 special Commitiee of experts and govern-

) The 1o millieed lire fequal 1o 4 snewitio) which Bad
®le mady immedisacly svallible fn sddition o the arigina
§ mlfasds, huve bocn discosniod st the rate of s.E%. The
famn o w0 the subsequeet annaitin will peshubly e
bger, I would met be possible to place oo the muthkes s
owET o a Jower rie then B 5.

N »

ment officials. The Committee possesses deli-
berative Jpowers; it should be énn!idcrtrj i a8
Bavernment organ, but one outside the ' not
mial government ranks, enjoying independence
in taking itd decisions, subject only to the obli-
gation of submiging annually to the Minister
of the Treasury a report on the work it has
accompligheds. . :

* (¢} the excoutive—which is the LM.L, a
public law-institute—vested also with the func-
tions of representation in its dealings with the'
borrowers and with third parties., The action of
the LM.L is howexer always subordinated w a
decision taken by.the Committee, ;

This special structiire has avoided, on the'
onc hand, the need of creating a new_public
juristic person, and, on the other, the direct
management of the Fund by povernment or-
gans “technically unsuited to such duties; and
it has also avoided the need of entrusting a
special and temporary service to other prfans
already held to be over-burdened with their
own special tasks, 3 .

21, - The problem of financing the engi-
neering industrics which has given rise to the
F.L.M.—a problem to”a great extent still up-
solved for other industrics—has I:muEh:_u-} the
fﬂ[: tIIE lIEIESEiH“ QE Ihf' I;mi!’ L] i![l\".ﬂ.tc arl.[l
government banking éperations, and reintro-
duces the old request for a qualitative . distri-
bution of credit. The subject . of industrial °
planning and. the/need of government guid-
ance, especially in periggs of serious economic
dliscase, has been prnﬁi by a liberal Minis-
ter, The experiment 1% & daring-one, -and it is

- difficult at this time to-judge what the result
may be; but it shows that in the irreversible
process which leads to the wider intervention
of “collective bodies—a process which is not
confined to our country—a laborious effort is
being made to forge the necessary instruments.

_The classic forms of government intervention
are making room for others which seck to
avoid depressing private enterprise while di-
recting productive activity by means of the
planned allocation of credit? The future will
show whether this is so,



