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Today almost four years have elapsed since
the close of the war, and the problem of natio-
nal finance, still perhaps far from heing solved,
nevertheless shows unmistakable signs of clear-
ing np. Thus, with figures at hand and after
a rapid survey of recent developments we are
able to feel the pulse of the present situation
anil, by comparing the results of our sustnined
efforis, to appreciate! the difficulties that still
must be overcome before a balanced budget

can be secured. !

I. — We might have studied Iralian national
finance on the basis of estimates made regard-
ing the future development of the Financial
Administration, as well as by closely examining
the final economic results of past years and
the modifications they have brought in the con-
sistency hnd structure of the national estate.

_ Bearing in mind the peculiar cconomic_situas

tion of the period in question, ie. from June
1945 until today, it would be preferable to have
the final budgets for those years. Unfortu-
nately, the latest such account published was

1945-48

the sccounting system’ shows cash movements, de :

method used in Italy is that of the " curens fuf

- pre, Le. o budpet kept for 2 given fisca year (1) which

i for the fnancial year 194142 and the only

available periodical information is that given

by the monthly Treasury Report, a publication
which only partially makes up for the lack
of 2 full final statement. We have no other

 choice, therefore, than to rely on this Report

in order to obtain, provisionally and in a very
summary form, data on the assessed revenues
and pledged expenditures, and on the cash
movement of both budgetary and Treasuey
transactions.

Before undertaking the cxamination of available

data it is only ftting that we should atempe to give

a peneral ‘picture of the structure of the Ialian budger.
 While in Great Hritain and the United Suates:

reghiers all the sums the Government has atiguired
the right to collect or incurred the sblipation 1o ML
quite independently, as we shall see, from the ol
cash movements relating to collections and ik
ments, elther for the current or preceding fiscal yer
The revenue 10 whith the Government b Jalh
entitled is determined by asesments, (s Habdnia
are. represented by s pledied expentfitures.  Duing
the course of the fscal year not all assesunents mn
fon ohvious reasons be collected, nor can all chligations
be' acually paid,  Under the Iralian gystem of accom
ancy all' asscisments for a given hnancial year na
collected during that year give rise bo the foemation
ot credit arrears, Whi:lidfvh igaticns not paid become
delsit arrears,  Both credit and debit arrears maj Fe
collected &r settled during a subscquent fiscal
‘Both: revenue and- expenditires fall into two hrgs
grosips; cerent revenue and expenditures and revence
and expenditures affected by means of copital move
mentr,  The expression current is used for these
tions of revenve and expenditure that deermine 5
respective improvement or deteriofation of the Govers.
ment’s economig situation,  Thus, for example, Be
yield of faxation, payments reccived for public servies,
and income from the national estate are eniered unds
the heading of carrent receipts.  Interest on-the Sui
debt, salaries, wages, and pensions paid 1o dependet *
af the Guunnm:ﬁ:f costs incurred for the producies
of services and, in short, all sums appropried i
arder to assure the proper functioning of the goven:
ment machine and o satisfy public peeds arp Hieds
as-r;rrm: qp:ndltun;.;m L n';u!ﬂ
EVEnUe arisin expenditine ¢
by means of c:piugl mnfé:‘ndli wﬂ?l..d, on ihe oiba
hand, bring about not 2 variation, but only 3 moe
formation of the factors qﬂ:{ﬁng’ the ﬂm'rrl'lr!_'ﬂnl‘!
£oonamic situation. :
Revenue arising from the movement of cpital

* inclides that arising from the isue of loan, e

recovery of credits gpranted by the Government in pt
years, the alicnation of national pmpcrﬁm

from all those operations which i!‘l.(‘l"l.‘:l?: the
v} The Jralian Fucal year does not milré; with I]:vaaﬂ'?-'llH
vear, but runi from July 1 io Jume ju._tr‘..g( fullowing pet.
B 4

1

airimony by the sums received, but which are offsct
b 3 corresponding debt of the Government or even
iy 4 redisction of State credit. Capital movement ex-
F’_,-.djmru include the repayments of naticnal debe,
e grant of Joans 1o persons or bodies other than to

jaer belongring 1o the Governmeht Administration, the =

serchase of property, industrial plants and securities,
e acquisithon of share holdings, or the execution of

je works o hoildings; these operations, whils
a the one hand they entail 2 dishursement of funds,
a the other improve the econcmic conditon of the

The subsdivision of all budpetary transactions into
the wo groups indicated above is of prime imp;{b—
sece in eszmating the results of the Rscal year. 'The

fqﬁunng aof a bahn&, a3 sur_plul wr a debcit varics
witantially if N.‘fl:ﬁr¥ 1o one rather ﬁm ather

For example, 1]:L"}'ic|1| of taxation, let us say, i
ot seffickent to cover Lovernment expenditures; there
wil then be a cwrrens economic deficit, as_its. cover
will entail in any. case a deterioration of the capital
giation of the State.  To cover the deficit, the Govern-
sent may issve a loan; in this case, while the national
i i increased, the chapter " movement of capinl *
will clote weith a sueplus, fe, with 4 eredit balance of
1 purcly fimancral character. Therefore] an examina-

g of the ' current ! portion of the budger enabies us.

w appraise the situation: from the economic stand-

mint, while the ™ movement of capital” fgures, by

downg how the Government procures the means o -

meet 3 current dehicit, or what use it makes of a cur-
et garplus, inditates the fnal budpetary situation,
fom 3 financial standpoint, ;

IL — Some idea of the development of the
lalan financial siwation and of the enormous
lificulties facing Government officials during

Tarer [ -
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the. first three years immediately following the
war is to be had by comparing the original bud-
pet estimates with the figures at present avail-
able for assessments and liabilities® relating to

~cach of those years,

The fgures given.in the Table [ are anyth-
ing but reassuring. On cxamining them “one
is lead to minimize the importance of the bud-
get cstimates, although these estimdtes should
really mark the limit within which receipts as
well as expenditures arc to be kept. As the
table shows, both headings regularly exceeded
those limits to such an extent that the value
and purpose of the estimates themselves become
doubtful, Furthermore it is apparent that un-
fortunately the growth of expenditure constan-
tly exceeded that of revenue, so that each year
the balance has shown_ a more startling deficit
than any estimate provided for (2).

It is true that estimates are drawn up
some months before the beginning of the fscal
year, Rapidly changing cconomic conditions
and unforeseen needs, especially’ social require-
mients; are such that at times the cstimates are
exceeded even before the beginning of the year
to which they refer. This, in fact, has been fre-
quently and officially pointed out by the quali-
fied authorities (3).

(2} In ke special iptance of the 1g45-46 Fnancial yoar,
wheri. pereentge - differoncs were. heaviot, it dhould be
remembered  that i ofimates reforrod S0 360 proviseo,

whereas auenments. and lizhilitien seferred 10 gy, B0 which
ten were added from August 5 1545, i all oibers, Wil

- b guoeption  of Venezia Gialia, - dinde: January 1, g4 A

x results the temiioey undor the jurisdision of e bl Goven:

meent wias subliect, during than Facal: year, 10 3 duad admin-© -

tration: thot of the Tnafian Government amd 1hat of the Allied
Military Amiborises. Fimal rewli shome that the eesds of the
rwo Adminsarations amounted for_eipomlimres i 546 ballion
Lire, revenue to 15,3 hilbons, with 5 dohet ol gu7.2 bilien
Lie : 3 5

(4} In i repost 10 the Consinuens Al‘lm#nfg' anMirch 2,
147, Minkieer €EMupilli soaced that '3 considerable portian of
the fnceeiies which hove pradoendly modlfied estidiate of cx-
pendisure i camwel by the incuzion of labifites duc fzom
the beginming ‘of the fiscal ‘yearsm question, bua not yet imericd

~in the hudpes. or a0 expesitiees allmaed 1%Ewcﬂmu SCCOENL,
* Thist dbefereed | For evamplef e Rpuge for” the poliad price

af . hrcad, which amousis 1o o bl Lire, wai incurred in
Tne igqh and ealy. =t the presens e i fosdded w0 the
budgct; pledped expendivares for public works and projects
of Tand reclisnstion and [mproscment, 2lihough amborized by
the bidgrt faw wese not included fn the firet estimates, o

b

1 were 33 ancther g4 hillion Lire afterwards appeoprised on the

baiis of provivens made during preoeding jesrs. In the same
manner the afiding scafe wa applied o paymests for depen-
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The fact that the percentage variations of
assessmenfs, liabilites and of the deficit itself,
have gradually decreased to the ppint where,
during the present fiscal year, they haye re-
mained almost within the limits of the estimat-
ed budget, can be interpreted as a sign that the
most dangerous phase has been passed. This is
due not_only to a better knowledge on the part
of the authoritics of the many and complex
problems the budget presentf, bdt also o the
removal, since September 1047, of perhaps the
most disturbing cause of so muth disorder —
the constant rise of prices, B

11, — After the preceding brief accoint of
the inherent difficulties of national budgetary
policy. and operations which have confronted
the government offices at every turn, we can

dents of the Sute, and the fnassation of the price revison

far weeks allowed on 3 e 'L

Minister of the Trearury Pella, in ks mese recent feport
of Jume 1048, alio matod; in reference to the Beal year 1aq7-45:
" he prjncipﬂl groups n__l experadifures aaibariznd rt#-l‘d Suite
Wﬁnnd, coag for wheen increased by 147 mallaan Lirc 2 com-
pared o the peevious vear, following the new coonomice pro-

© yisiogs w ang ?ubt'u'. works, including ' &n p.'lrlicuht the

programi enacsad 50 rellve umemployment aned the general im-
proverneat of eooscmle enaditions in Southern July; the pelites]
prices of cerealy and fued, whick are respectively repeeienzed by
a yearly 160 and 6o bellion Lise. Other increased expendizuscs
reluie fo appropristions to welfsre projens and o the inberesr

Banca-Mazionale del Lavers

-now proceed (o an examination of the develap.

ment of the economic situation as shown bf
the budget imelf, (See Table iI).
Ascertained revenue jumped fronf"zaf b
Lirc in 194546 to 828 billions during the year
104 7-48 f.e. an increase of 544 per cent: Pled
ged expenditures, which reached the sum of
sog billions during the frst fiscal year after
the war, rose to 1,547 billions, equal to 204 per
cent. Consequently, during those three yan
receipts increased much more rapidiy than e
penditures, the improved ratio of cover hay.
ing gonc from 25.2 to 535 per cent. [t may
be observed that by the third fiscal year afi
the efil of the war, the percentage is still 1o

low to be entirely satsfactory, almost half e |

amount: of expenditures remaining uncoversd

_ by total revenue., From an objéctive point of

view, however, the progress made since the
period of greatest depression, 104344, is well
worth noting. In that year, in fact, although
expenditures continued to rise (220.3 as agingt
135.2 billion Lire for the preceding year), e
venue, duc to the military-and political crise
dropped from 4[3.-;-,4u/.1%5 billion Lire. The

. oaan
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ratio of expenditures covered felt to the ex-

- -remely low limit of 18.1 per cent. In 194445

revenoe rose to 47.8 hillion Lire, but this no
+ minal increase was of small help in mecting
the further increase of prices. In spite of
the ressive currency depreciation which
hampered the proper functioning of the fiscal
machinery, current: lire assessments for 194546

resented an improvement even of real in-
IR i hix

come, but revenue was not high enough th re-
gain the ground previously lost. In fact, al-

indicative of the

ﬁaE movement of the in-

dices
= Average Averape
'U|r-5|‘-;|'llru1hr 1545 ipril-]u:ne (L]
Astesiments 231 41
Liabilities e *3";;
Wheolesale prices 3068 L

But even so favourable a development of the
curves was not enough o prevent the deficit
from growing as 2 whole: from 381 billion lire -
in 1045-46 it rose to 580.in 1946-47, and to 719
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though revenue was equal to approximately 4 billion lire during 1047-48. These figures, how-

- and a half times that of the year 193839, ex-

ditures had reached a figure almost 13 times
Elm' than in that earlier year,

The curve of assessments, liabilities - and
wholesale prices for the 36 month period, July

145 to June 1948, is given in Chart 1, on the
basis of quarterly indices calculated with re-

ference to thie year 1938-39.

o . The ling of development of the three curves

1 4 ificant; starting at points widely separat-
e one other, they have gra&uzl);y drawn
together due to the mare rapid increase of reve-
B a3 compared to that of expenditures, and,
mare recently, to a weakening of prices; This

g

first and the last quarter under

- amsideration is shown also by the following list

er of the three groups of figures

ever, arc of only relative value since they refer
to different periods and to lire having different
purchasing powers, If, on the basis of the
movement of wholesale pricss (4) since 1938,
we were to give the total deficit in the lira value
of that time, we should arrive at the following

Agures: : -

134546 L
o fin’ millisns of lire’ 1918)
Asmessments 458 o5 15,105
. Liabilities . 1058 asnir aRang

‘.'I?rﬁt_#;&s-ﬂﬂ; thosy 13,009

{4) Thi ratio wids caléfied on s mosth-by-manth survey
of the data.on alsdtiiments, Habdlities and of the deficis, ‘taking
23 3 basiy tbe value of il Lire dpmerms of it 1g38 purchasing
power, & it roult freen the corresponding  wholewale © price

kndes,

Lis
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The altered trend of the -mm':m:n:c.uf Pri-:c;.
during the nine months September 1047 to

June 1948, with revenue and expenditures both -

rising, has changed the final results to such an
extent that the deficit for 194748 is inferior
. not only to that for 1946-47, but even to that
for 1945-46. {Sce Chart 1),

; A

IV. — Expericnce has proved-that in order

efficaciously to restore the balance of the:bud-
get we must first attain 2 simultancous im-
provemient of both revenue and expenditures;

e, there must be an increase of revenue and o

a contraction af expenditures leading the two
= groups of fgures towards a meeting point.
1f we are to discover the extent to which _sun:h

. (for about 35 billion

formed to take the place of the UNR:R.A,
program, which had expired {5), whileswaitin
at the same tinfe, for the European Recovery
Program to go into effect, i :

In accordance with the agreemenr sipy -

lated with the American Government on July
4. 1947, the lalian Government undermok 19
form, with the net returns derived from the
sale of products freely given by the Ard Upr
ted States Adminestration, a Lira Fund which
amounted to approximately 41 billion Lire
Since the agreement furthermore propases that
the above mentioned funds be used for the f
nancing of weifare projects and works of pen-
eral public wility, a program of investmens
Lire) was arranged. Ouw

¢ : e

e CURRENT BUDGET ASSERSMEMTS Taney £
| 14546 | | Ta47-48
L - s
i millins percent. - | millions pereent,  § milliona percenr
L af Hre ofionl L of lire of tetal af Fire af ol ¢
| ; : : B o B
Reveniie from tEstion .0 0V iy 0,6 120,517 grL | ~ERNgl8 LEN ]
C¥thor REvenn: IEh e Bk b
— Perfaining ta the budper, . | FE04Y b 10,460 B.o 0,387 LK
— - AUSA  snd USFAP -:eunnerparl:i ; £
e TR T B s A e — - Fr.s0e | L)
g e S ' 128,478 fong - 43,000 100,0 i Hr7.Box E 1ga.0
1= i R i

a Balance has been achicved in post-war Iwaly,
we shall first need data on both sub-headings.
We shall begin by giving that on revenue,

By far ‘the ‘greater part of the currént re-
venue of the State is provided by taxation; only
a small portion is provided by income from the
national estate or by profits realized from the
supply of a few public services of minor im-
portance.

The figures given in Table 11 show that dur-
ing the first two years in question there was no
change worth noting in the distribution ameng
the various component items.  Tax returns,
which represented approximately gr 57 of o
tal revenue, underwent a contraction during
1947-48 due to an ntirely new type of extra-
ordinary fund which came to take its place
on the yearly budget,

These funds, in Lire, were made available
by tl%]:l:mmt:r_im of two organizations for
aid 1o Imly, the AUSA, and the US.F AP

- of that _iun-:; 1o hillion Lire were assigned to

meet expenditures for work of general aid:
the laying out of which was directly provided
for by the A.US.A. in collaboration with
delegation of the Italian Gavernment, and 25
billion Lire were allotted to public works the

carrying out of” which had already been in-

cluded in the State budget. The budget wa
thus released by the special fund from the task

".of Ainding other necessary means of paymeot.

~According to the monthly Treasury Report
of last June the estimate at the beginning of the
year 1047-48 was for 23.5 instead of 25 billion
Lire. Wi

The same thing hapgfencd with regard ©
the United States Forcign Aid Program, 3p-
proved by the agreement stipulated between
the Governments of the two countrics s of

(3 UN.RALAL, wiilch Kah na direct bearing on the bod:
peray azeount, witl be examined 2t 3 later point wi
a0 ‘_I:':_ulm? ngﬂnium. = :

4

L2

L]

.
“lualy's State Medger, 1g45-1g4f

fanuary 3, 1948 (6), which
uifization of the Lira Fund:

— to reduce the ltalian public debe or
to withdraw currency from eirculation:

— for any other purpose; agreed on by
the two Governments, intended to promaote !
currency stabilization tII' II:II}'.

provided i;'rr thie

1

As part of this agrdement a plan for the
allotment of 52 billion Lire to the Italian bud-
get has thus far been approved (28 billions to
pay for projects of the Ministry of Transport-

=

question, in Table IV, which shows alsg the
percentage of the wial accounted for by the
svarious groups. The shift from certain types
of taxes to others, during the war years and
those fallowing the war, is made quite clear.
During 193839 dircct taxes topether with -
the indirect faxes on business transactions and .
on consumption accounted for almost 82 %/, of
fiscal revenue, By.1945-46 the proportion was
. much altered : returns from the tax on bisines
transactions increased, while that from custom
duties and the taxes on consumption and from

i ; 53
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ition, another 2o for the Ministry of Agricul-
ture, and 4 billions, finally, for the repairing and
reconditioning of two large merchant wessels).
During 1947-48, 48 billion Lire were utilized,
the remaining 4 billians being credited to the
budget of the following year.

Aliogether the Funds mentioned  above
amcunted to 71,5 billion Lire, or 8.5 %/ of the -
Lh!hr:tnuc. This sum, when included in

t, provides a considerable
m#&gi: ;;ml i cover for
 Taxation, revenue, divided into its main
groups (7)/is given, for the perigd of time in

&&mﬂ‘e_@: procedhure way adopied for the seerilizasion of
= Live; r.-qnupn[!.ﬂirvs ta' the walur of the poods cnba,
:ﬂwlllk USFAP. than for the AUSA Plin, In face
an Govermment is pledged in deposit i 2 apecial
:m:iqn with the Hank of lualy Aot the net mbm_l::':-. 3
Fe e of b afoeeniic goods, but a fem jn Tals cureey
senilent 5 the sum in dollars indicased by hotifications from
e Usited Searer Giawermment ind caloulaind on the bagii of
Fopeet rses applishle in lraly o all wther preducs, i
(i Paliam Bnancial mathatics subdivide fasation fevenue ineo
APl grougi: 1) direcs tanes; 3) indireet tanes an Insines

direct taxes decreased owing to the different

“degrees of elasticity shown by the single gronps

of taxes in adapting themselves to the altered’
purchasing power of the currency.

tranuictiomy g} chtoma duitics and the indirect coammptEon
B g} consumpsion tixes os State moscpolics; g Stabe lotesiey
anil other loesies. -

(The frn greup induded the raditiens) direct tsrer on
cxmtal and real emate (farm I:rd:,ﬁ:ildigg. income tax e

“cheszg w; .. the sepplementary peegresive ts on in. -
. temne, wehich 16 3 personal eix, and the ordinary tax on capital

which was replaced in 1949 ‘by an extraordinaty pax,  Fer the
Frcal vear 1g46-47 alio the nogireCiinent tkes were included in
thin pronp, sfier which tise they “wess tranifrrred in the extr.
ardinary chapier of the bedper Tihey include Ieviss on erces
war. profits,con spectlmive profits, e

Endirect ‘tamiw ain iransaftions enves 3 rather Mﬁug;nm
Eroup af fiacal receipes such & the il of secédiiony (which
B 3 delerred estate dury, econasiically identified with the direce
eaeed), e farnaver tax whick (5 wme repects [4 meore akin
B the consimption gav, the samp duty gnd the regheration
taz. S £y o s

O the group of oot dutics and indirest fazes on - eon-
sumpaion the main gres ase the cuitoms duty (sapecially the diay
o e imiportation of misersl oili) and ox e peoduction, the
greaient peturns for which comi fom the manufactare of nsgar,

¢ ol apiritand of artifichal tentile Abers. 05

The principal manopalies, are those on iobaceo and slc,
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The group of indirect taxes on business
transactions, in so far as it regards taxable
which have automatically absorbed price in-
creases, has been able to attain, more than any
other group, a real value of a certain stibility.

- The ppposite is true for the direct taxes
which, owing to the method of assessment,
disclose considerable stickiness, Certain facili-
ties granted to classes defiving their incomes
exclusively from work, . particularly as regards
the income tax (Hechezza mobile) and the com-
plementary tax, have even placed a check on
the further increase of the nominal revenue: A
remedy to the persistence of this phenomenon
has been achieved by the reinforcement of di-
rect extraordinary taxation, following the in-
troduction of the three levies ‘on capital cstab-
lished in March 1047, which bégan T vield
returns in June of that year. T

The group of custom duties and of indirect
taxes on consumption, though it had suffered
a much greater decrease, dropping to an al-
most insignificant level because” of the weak-
ening of international trade and the reduction.
* of national production, rapidly picked up bet-
ween the years 194546 and 1047-48, without,
. however, regaining the position it occupied be-
i fore the War. ' o
/. A very particular trend was manifested by

- the taxes on consamption of State monopolize
goods which during the war follawed chang-
' ing clrrency values more closely than any other
_, group. In 193830 they represented 15% of

total revenue, jumping to the second place dur--

ing the first post-war year, after which time
they gradually dropped, returning, in 1047-48,
tis their earlier standing, -
- In that year the altered percentage positions
of the various groups, as compared with 1938
1n, are obviously explicable on the basis of the
increase registered by each. - The total yield
- having increased almast 30 times as compared
to that of the hase year, the groups which ex-
ceed that limit, the taxes on business transac-
~ ‘tions and the monopolics, improved their po-

sition, while direct and consumption taxes and,
the yield of State and other lotteries, remained .

below the level of that limit, and regressed.
The considerable increase of total tax re-

venue, after the low level reached during the

last year of the war, is the combined result of
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. the strenuous ct‘ium of the administrative off :

ices and of the sacrifice, made by the com
munity. : ;

*  Pesides the disruptions caused by the Fons.

tant variation of prices, already mentioned,
the war and later the political disturhances of
1943 had greatly diminished the efficiency of:
the financial administration which was further
affected by the « fiscal strike » of the taypa

in the provinggs occupied by Germin a
and which spread afterwards to all the other re.
gions of the country, As a solution 1o the dif

ficultics with which they were conscquently™

faced, Government authoritici developed an
extensive and complex program aiming at the
twotfollowing fundamental purposes:

— a revision of assessments and of the
rates of preexisting taxes (in order to adapt
their yicld to the new purchasing power of the
Lira) and the introduction of new ordinary and
extraordinary taxes;

— the reorganization of the central and

_local administrative offices. .

Without going into details about the long
scrics of measures adopted at the end of the
war, we can say that all the preexisting cate-
gorics of revenue were modified to meet chang:
ing values. Direct taxes underwent numeros
revisions, hoth of an automatic-nature (@ax on
farm ‘lands, on buildidg, the orainnrf tax on
real estate, etc.) and of an analytical nature (the
tax on income — « ricchezza mobile n — and
the surtax on income) in an attempt to restore
to taxation the importance it had efore the de
preciation” of the Lird, Measures, too, wert
not lacking that tended to alter the extent
to which personal income is taxed especiall
in view of the burden laid on the poorer clagses.

As regards indirect levies, substantial !Innﬂ?'
firations were made in the turnover mI[rgnp
sta generale sull'entrata) in order to climinatt
evasion and to simplify its application. Other
measures consisted mainly in readjusting th

charges for Government managed public e

vices. .

More important were the measurcs taked
for extraordinary finance. Long discussiosh
not confined to technical problems, led to th

law instituting the three extraordinary taxes 6

£
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capital, which have becn extensively studied in

Sy pm’cding number of this reviev (8).

As regards activities for Rscal reorganisation
of thé same period we have no concrete data
-pther than figures of the ‘amounts by which
they cofitributed to the increase of revenue,
Much ‘has been’ achieved thus far, bur there is

. also much to be done before the task of bringing

" ax rates up to date and of finding new sources:
+of revenue can be considered an accomplished
fact (9),

The measures pasced during these last three
years were barely sufficient to meet in part the
requirements of current problems and - did not
provide that organic whole characteristic of a -
well kaid out plan; still less were they ablé to
diminish the inherent defects of the out-moded
lialian taxation system which had been further
burdened by the artificial supérstructure im-
pased on it during the war, -

The urgent need for fiscal reform was no
duuht_le[r,{gﬁh.xactiun was put off until the day
when the econbmic conditipns of the cofintry
would be able b assure _ti:: stability of the
meastires taken. {In the meanwhile 2 tgmmittes ,
of experts, formed in October 1047, established
the general lines along which a reordering of
Italian fiscal policy should proceed: a report on
this matter was made to the Parliament by the
Minister of Finance (10).

(8] %= Banca Mazismsle del Laveta Quarterly Beview,
Fa g, October ogy, B Guiziorn, Three Forms of Capisal
Lovy im lraly, . tan et seq. e

{5} The present ‘Misdster of Finance, Vanomi, in his lau
et &3 the Paillament on' Ocinber last, discussed ar fenpih
the problems. thae gl exint in this secior. Totl or partis] eva-
oz, he'delared, are sl very numerous, and are favared by
e delip with which ameessmenu are mode, due ta the
Hoeal Eviee and 1o the scarciy of 1rafmad anvetigatars,  The
Mmimer Wamed the lessennd imporisnes of direet taxation ta
e Sfoctis that interfers with an adoquate dismibution of
Bt officers and 1o meedi ariiing frem the amewoment of

¥ n‘h'm\Em—r [evies,

{18} The main fzstusei of wich a reform can be summarized !
8 fallswy; }

= the liquidation ax rapidly as pouible of the extraor-
daury Leghlation relating 10 war peofits {the colledtion of special
dstias on ypeculative war and Fasciss regime profies) the applica.
B8 of which has proved costfy and has piclded Fitle; ;
= resrganization of the fical syseem throuph the fimi.
fatien of naer thar give linde yleld, 3 sctlement of the wariou
BI 8mes, 2 search for new soisrecs of revenue, and ithe revison
# prnt puesiments,. The settlement of rates should be based
:&Wﬂ: of peogressive rates for Gotk? direct and indirec

ok

b

V. — There is little to say about current
budget expenditures, for ‘the subdivision by
departments, the only one shown by the Mon--
thly Treasury Fﬂ:g_:rr:, does not make their
economic charadter sufficiently clear. Neverthe.
less it can be seen “Table V that the ex-
penscs of an ex inary nature are those
whicli contribute in”the largiest measure —
though in a decreasing ratio — to form the
totals: 699 in 1g4s-46: GBS0 in ro4b-g7;

Bo % in 194748,

: Tamyg V
CURRENT ' BUDGET EXPENDITURES
{millions of lire)

I 154540 48
Cirdinary | B P
Tlrnlurp ....... abrea 3,730 ratbrg
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Transport vl 174 1,063 1,05
Pt and Telecommunica-
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HMSE:,.,,.., L e i
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[ i e 5o 57 LET
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Colonken 00 il g 2,366 1.1dp 1151
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Public: Warks © .- 000 945,638 tho ;85 a17.d3n
Transport 00 0 oaai 1,386 © 4818 Base
Foit and  Telecominunica- ; i
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Merchapt Magine .. o — Bifg
Defende |00 oo -7yeost aralal ag s
Agricultuse and: Foresty 4,333 Bo833 o300
ledustry aeedl Commeree. | 132 1,38% LTy
labor szl Soclsl Security | | 581 novy | 13 foy
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Total . =348, 709 ﬁlhﬂﬁr 231,759
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Among the Ministries that have the largest

* volume of pledged expenditures are:
__— For the ordinary part, the Minisiry of
the Treasury, which has to meet the charges

for the general services of the State, and the
Ministry of Public Education and that of

. Mational Defence in which the heaviest charges

are those for. the staff; _
— For the extraordinary part, it is again
the Ministry of the Treasury, for the charges
relating to_ political “prices, the extraordinary
grants to the autonomous undertakings, the pay-

u
# L

Although distinctly different from the man.
agement of the budgee and .the national g
tate, Treasury management is still closely con
nected with them, first of all because it i the

* budgetary sitation that Jﬂ:rmigm the Eqth ey
igencies for which the Treasury must provide
and, secondly, because some Treasury oper.

tions affect the budget or lead to changes in
the national estate account. i

The Treasury reports all operations of the
fiseal year in its * monthly sumimar{ace
which shows the movement: :

-

THE STATE GEMERAL BUDGET o TaMp Vi

i Th

3 i : i : ¢ 5
ments made to the Allied Forces, the filancial

 liabilities connected with the peace tréaties; and
—, the Ministry of Public Warks for repairing-and

reconstructing public works, paying damages
for privately owned buildings injured by the
war, and for public works undertaken for the
relief of unemploynient. -

VI, — Besides dealing withi the manage-
ment of the budget and of the national estate,
referred to at the beginning of this paper,

 Iralian accountancy also deals with the mana:

gement of the Treasury funds, This covers

_ the collection of receipts and the settlement of

current payments, as well as those shown by

irries out in (s oWn name, some
of which are in every way comparable to bank-
ing operations. - -

t, and other operations which |

. im question. 0 e

CASH MOVEMENTS ' CONCERNING
i : {mmillisnds af lre)
e P, o RO DI T ¥ fESIIT = S T A R R o O T DD L L e
. tagn- 4l 1g46-47 194748 7
| On this | : On ki i . On this [ }
year Krfears Tenal oy Arvears Taital yrar Arresrs Toul %
{ | accoumt E e 1 acemin bs
] : o i £ : f
| Chernent Bwdper i i : ; . :”. . L N i
Reces) o rgho 28 riBp ! 1584 1.0 EaE e LT LEE
| rz-_rmp:u 5 i g2 e P L LY ;4:.(- &b, 6 Basy iz ad ikl
| Deficia . sy 1!*— Ay = tarpl Soisael s uane | aana - Mt d o drd - aiks
| Mopemenr of nn'< | e :
| Receipis B'ru [ | ‘in Ri5 | aoto a4 3034 48R L& k|
[ Paymenn L L i LI &7 Ay Thy.0 i 3 | el 12na cariy IH._';
i Surphn {10 { “ ¥ : e whi
: Deficit (—] . | SRR e L e | L otea| toraes = TRl a5 ihi
| o o ~: T
| Toual ; | : ! : i
£ Regeiph . 0o 1308 i 14 AT 30 4 2.5 Gar.g | Enk. g 6.5 PEER
el ! et b gt rima 157.5 Bryg i nedn SEE4 'I:.]IJ'-J.!
Dl = rroin ]~ asa [ mrsa = sTa | = naRir | — 205k = a6 | — zgad |- m.al.l
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— of receipts and/;f&;;;n\l;’ for the man.
agement of the ‘budget (these go under the
heading ™ budgetary operations ”); | ‘

— of receipts and pa ts effected i
the name of the Tréasury itself (the socalld
" extra-budgetary operations ");

— of cash, the balance for which is de
termined at the end of each month or u{ the
fiscal year, by the two preceding operations

" We shall begin by considering the budget:
ary operations for the three fiscal years as shown
by the supplementary Treasury accounts at the
end of each year (11). . =

{11} Since the fiscal fur_l.;u-:g Halian xwlﬂ‘.!'- il
though with regand o seeelpis and payments anly, has fock-

- e i s books part of the following year by prosvgting 85
i mgﬂdmbjﬂmmh.hr.mﬁh-]‘ :

4o 1o July 31, Thus Ushilities Encurred or nevenue }
by Jurs 30 can be respectively mei or colleced untz]: July g
after which date ihey goao make up the arsears of the yui

#

RN =
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In order to .c:::lmim: the various :si:m:u af
the cath movement Table VI has been drawn

i gp to include,’ under the scparate headings

“eurrentabudpet ™ and " mbvement of capi-
ml™; revenue realized and payments made,
‘thowing whether “they refer to operations of
the current fiscal year or to operations of pre-

* eeding ' years (arrcars). . ;
-« As a direct consequence of ‘the progress of

the assessments and liabilities, it is first of all
‘naticeable that actual’ payments during the
three years were always higher than receipts
and that the deficit as a whole continually in-
creased, rising from 258 hillions in 1945-46, to
332 billions in 1946-47, and finally, during 1947-
48 1o 417 billion Lire.

payments, although both groups increased dur-
ing the three year period, receipts rose by 414
per cent while payments, moving more. slowly,
showed an increase of only 101 5. the effect

nl'ﬂﬁs\wg ctically to limit the variation of
the deficit to &2 5. The improved cash move-

* ment is also attested by, the ratio of payricnts

covered by receipls which frbm the first 1o the
third fiscal year|rose gradually fromn,
o647 %, -

The category ™ movement of capital ' does
nit display a similar regularity; the first year
showed a credit halance of a3 hillion Lire
which rose to 127 billion during the following
year, only to drop to a deficit of 8 billion Lire
m 1947-48.  However, as has already been not-
o, this category includes, along with other
ransactions, the: issue of loans. In fact, dur-
ing the first two years—which benefitred re-
?rm]y__by the proceeds from the 55, Five

ar Treasury Bonds and by the 34 % Re

censtruction Loan—receipts exceeded payments,

while the fast year, during which no such oper-
stions took place, showed ‘a deficit.  This is

 huthermore proved by the fact that if the

shove mentioned operdtions are deducted from
the figures for the category in question the re.

~ mltis that also for 1945-46 movement of capi-
-t closes with a deficit of 3 hillions while the

surplus is reduced to only 3= billion ire for
Mociae

© ) During the firse months of 145-46 subseriptions to the

Tesr 5 % Treanury Bands (which had been iused in the

%

cebds e T

S e

ven so, considering
separately the development of receipts and of

6%,

 If we exclude recourse had to the financial
market, during the first and third year in ques-
‘tion, we must add 1o the current deéfieit that of
the movement of capital and the Ttotal "cash ~
deficit of the hidgetary operations would
amount to: . . / :

287,673 mil i f:mr in 1945-46
£ 328,696 Ao g 1945.4?
505454 B 7 m w1474

If we consider this same movement of re-
ceipts and payments according to whether they
relate to current operations or to operations of
preceding years, we come upon anather interest-
ing aspect of the situation.

It is obvious that the far greater portion
of operations refer to the current fscal year:
this holds true both for revenus—almbst en-
tircly made up of receipts (during the period
in question they constitute from g7.5 1 gf.s
per cent of the total receipts)—and for ex-
penditures.  With regard to expenditures, how.

ever, payments on arrcars in the account show -

a steady tendency to increase (having gone
from 11 % in 194546 to 183 for 1046-47
and finally to 23.5 51), while the percentage of
payments for current operations showed a cor-
responding decrease (from Bg to 76.5 %), (See

: _Tab-]c VII).

The situation is “justified by the constant

increase of total cash deficie and by the insuffi-

cicncy of available funds with which to cover

exiended o provisces Noeth of the Gothie Line. This spers.
tinm hrought in & revenie, in coupons and in currency, of 72,26
milliun Lire: & we deduc this s from the recelp of the
moremEn |.|I'_ capital category (Hg.gBq million Lire} the fater
figure i feduerd o 13,3ty millans, Since e il payments
far. this. sime casegory Bud amousied ' 43,004 millien Lire,
he surplia of yz.4sg milfions therefore beeoanes 3 deficin of

'1!.[,,',“}5 miflion Lire,

The Reconstrucslon Ledn based in goyfigy shows other .
characteristics.  Thix boan is redeemable in 30 years al a yearly

. Angerest rage of 3 and a half percemn; sbneriptions were allowed

et g eusremcy, but also in some ahort-term - coupens; s
Tra:::;.ﬂilh st i varinus types of, medkom.term Treassy
Bondi, Tatal procends, excluding. the coil of ihe e and
the intesest oqualization pa ameelied i 21488 mik.
lioey Lire of which 78 g8 mallions were derived from  the
enniiirion, of medium-term Treasusy- il and 13657 from the

Lemnverian of Governmens debt payable i inalmesis which <
-_!udhumdmmndhglhcﬂ'-mﬁnpdrmhndﬁ i

ioli and. redisovmiod with the Bank of laly. The
procesti |a ooiport and b sinonnced 1o 133000 millien Lire

- which when deducted from the balanse of mesement of sapital,

redduce the wurphis from 136,61 1 3098 millioa Lire,
ot Ery E’JL 5 E : o % s
i cofa .--‘ e ¥

- s
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this deficit. The possibility of bringing forward
from one year to another a proportionately in-

creasing volume of liabilities (13) (which at the

_end of the year become arrears) can continue
" for a length of time that is in direct relation o

¥

Tj!l.T 811

T e ey e ey

On thh
yeur | Arrears | Totl:
ACETURL ;
£ | {percent. of 1ntal}
154546
Receiptt oo o L 6 160, 0
Paymsnts Eg.0 I8 00,0
Deficix 78.0 ; F1.8 gno.n
1qyfi-g7 - 5 i
Reeeipes & . . gk Y 1.4 1608
Faymemly 0 .. 0l Bzé—1 1ho poe.e -
-3 o
Defledt oo i iy afe 240 ‘:_mo
154745
Rroeifis f AT 2.3 60,8
Papments . L oL Lol Th.5 234 pann
Delicit oo 07, 42,5 I-' 378 180,10

the nature of the expenditures. As individual
arrears expire, or better, cannot be further pro-

- longed, they are covered by available funds
. acquired during the currenc year, Consequent-
* iy the credits for that year are reduced and jt

is necessary to put off payment of a correspond-

_ ing gmount of current expenditures.

-y

{13} The socalled " jliey of proeara’’ war followed in

Ity duripg and immedistely sber the Afriean campaign al’

1045 due to 2 eonsiderable cipaesan of public ‘expenditarci.
43 fa shenwen bn-the whle given beline which reveals a defer-
mest of oorrent paymests in ooawant increase, eves afer pay-
fenas made or the forfeimre of claimi are taken fnfo account,
caiming o tontirual neresse of ol debit arearst

i ey :;ﬂ%'ﬁi:;:&:_dumé"upg' : — _:
SRR FOAr i queInon G

Bl e T e el G AT |

| I hlml!ttﬂ-inmtm!

] g il pees i exs b each |

years | Crediss Debin e of | ps |

{ | | eredinn | i

{in Kilbions of fare) :

1pas-36 | LE o e L& e

1ggf-ay | oma 9.3 7.0 66

1ga7=38 | T e AR

tgal=ag & i L a0 oy o) clfT

teapede . mr |1z wep | mkm

1o40-48 | 3z | 364 | gx3 | o nna
1541=42 | T B T T L e ]
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The practice of atchmulatingy debit arrean
affords only a temporary relief to the Treasury
and, while constantly renewing the debt pre.
viously formed, it brings about a yearly increse
of the debt itself. This is-clearly demonstramd
by the direct comparison of total liabilities for
expenditure with the corresponding movemen:
of payment (sce Chart I11).

COMPARISON BETWEEN TOTAL OBLIGATIONS &
' TOTAL PAYMENTS .

mm'.,g;#‘_&'f

During 194546, 4or billions were paid
against liabilities amounting to 553 billion lire;
thus, 727 of pledged expenditures was coerd
while the remainder was set forward. Com:
latively, of 4so billion lire of total payment,
89 9 swent to cover current transactions and
119, to cover arrears. During the two fol
lowing years the sum.of expenditures nat oo
vered rose to respectively 520 and 797 '?|E!mu
liré, equal to 42 95 and 44 % of all obligated
expenditures, this also in relation to the fat
that the payment of debit arrears has absorb
ed a proportionately greater amount of availate
funds, going from 189, of the 194647 ot
to 23.5 %, during 1947-48. That during the It
year the percentage of obbligations st for-
ward did not change greatly, as had been
case during the first and sccond years u

4 [T
OBLIGATIORS.
i

L

* study, leads us to believe that an active pobicy

of arrears is no longer practiced. The real in-

Government for which very. often obligasi

Inaly's State Budget, 1045-1048

cease, from 520 to 7oy billion lire, is to be
wasidered, rather than the natural consequence
of an increase of liabilities, as dependeént on

" the altered nature of expenditures. A great

fon of these, are not of an fmmediate kind,

a miofe or less lengthly period of time having

tamapired  before relative allotments can be
definitely and finally paid. :

“The lack of complete accounts for the Rscal

years prior to June 30, 1942, does not permit
i 1o defermine the exact amount of arrears for:

the end of the three years under rewiev. The
amears accumulated during cach of the three
years might be calculated by comparing revenue
and expenditiures as they appear from the bud-
getary account appended to the publication of

reasons, this calculation would allow only wery
ximate resilts (14).

We will thercfore limit ourselves to a few
remarks baced on the estimates of the financial
Authorities who, having at their disposal much
mare reliable data, are more qualified: to draw

~ tp calculations ‘of this kind,

In a message to the Condtituent Asscm#I:Iy
on October 4, 1947, the Minister Budgpet
afimated the netitotal of debit arrcarsvat the
end of the year 104546 at approximately 220
billion lire. OF this sum 180 billions represented
rmal debt burden of the cash position, while
the remainder- consisted of payments already
made but not yet included in the budget ac-
wunts. Although eash movement $or the year
1447 shows that 148 billion lire were paid
igainst theee arrears, during the same year, 4g1
tillian lire of new arrears were formed (519
billions of dehit and 2R hillion lire of credit
amears) so that, by June 30, 1947, they had
nen altogether to 563 billion lire, Still, ac-

{14} As alveady mentloned the dita thas far available for
M, refees only o the budprt administration of the legal
exchnding that of the co-existing Allied Melieaey

peitei i

w Fustherenore fgures for both ssessmenty and db!r-
=i wte only teneasive and there are Bo peestie daes svailable
mpeding poniible vardations. Defore belog scmally reaflzed: or
P, anesimezts psy become mncallecisble er [abilities may be

Gdled. Furthermore, mamy payments, the sam of which f1

2 exady cerain, have alveady been made by the Treasary but
= yet charped 1o the budges: thus 1eesd residials due would
===t barger than they seally are. The elimsination af thess fems

. "8 e sbowr it by o Further dishterserment of Funds but

"_Ii tmple seadfustmens af the Treavery and budgpet accounts.
= I.'/ ¥ s u
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cording to a later calculation made by the
same offices, the global figure was of approxi-
mately 530 billion lire (585 billions of debit
arrears and 55 billions of credits); actual ‘in-
debtedness to third parties, however, decredsed -
to 400 billions when we take into considera”
tion payments miade but not yet entered in
the budget account. i

: Finally the Mini f.the Treasury, in his
report fo the Parliament last Tune, ‘estimated
total debit arrears as of the end of June 1948
at approximately 7o0 billion lire, pointing out
that about fion hillion lire referred to the 1947
48 year and the remainder to previous years.
This distribution allowed the Minister to con-
clude that the problem of arrears was no longer

the monthly Treasury Report, but for varioys /@ serious cause for worry. Newly formed ar-

rears will not exert an immediate pressure on
the budget since many liabilities call for a long
period of time before being definitely Tiqui-
dated; thus the Treausury's problem is only o
meet payment of arrears and current liabilitics
which cannot be transferred to the account of
the new fscal year.

Vit - Thts far we have considered the

_ totil results of the cash movement of the bud-

get. Now we examine how receipts and pay-
ments are divided respectively according to ca-
tegories of revenue and the nature of expendi-

ures.

We can begin with current receipts which,
as a direct result of the development of assessed
revenue, show for the three years in question 2
tendency to continual increase. Except for some
slight divergences, determined by the different.
systems used for the collection of the varions
taxes, the same movement is shown for receipts
as for assessments,

_ First place among taxation returns has co-
stantly been held by the group of indirect taxes
on transactions, followed at a considerable

 distance by direct taxes; next, constant nearing

the yield of this latter group, is that of custom
duties. and of the indirect consumption taxes.
Proportionately conspicuous has always been
the. fiscal yield of the State monopolics (sce
Tahle VIIIY. S e
~ As regards revenue other than that provided

by taxation it is nccessary to point out for the
last year in question the.yield of AUSA and

SR
.
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*  USPAP funds of which, though they amount:

1.5 billion lire, only 40.4 billions were actually

_chllectéd;: this can be considered the result of

the slowness with which returns were received
and by a wise policy of not making advances
from the funds themselves until the yield from
the sale of products had .been actually gather-
el in. S i
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* More interesting is the question of current

payments, listed not enly according fo the des

ts to which they refer, as in the phase
of liabilities, but alsn subdivided according to
categories of expenditure. It is worth while
stopping for a moment to make clear certain
_ points about these last items. -

In the new classification payments are sub-
divided differcntly from the current budget;
- there are, in fact, payments for normal liabilitics

and payments for axo:]prinnal liabilities, rather
_than liabilities for ordinary and for extraor-

dinary expenditures. Such a subdivision into

t groups is based on the idea of

. normal pa}'mmtt t‘ﬂnlmg to recurring I}abib

i

Hameca N;t;nhi.lr del Lavorn :

" headings.

~ paned with the previous year (Erom 246 to 456

ring as exceptional payments the expen- -
ditures that appear in the balance only as non-
recurrent items, for instance burdens arising

 dircetly out of the war, and of considering as

*

El 3 i

ities (15). Obviously this grouping is merely -
illusrrative and has no beasing on the princigle
of budget unity; according to this principl
total current expenditures is at the basis of
total current revenue and the results of the bud. -
get are given by the balance between the tws

During the three years in question, potable
above all was the change in the rafio bet
_normal and exceptional expenditure” W
‘in 104546 payments relating to exceptionl
items represented almost 607 of the totl,
greatly surpassing therefore normal expendi: -
wire, during the following fiscal year, although-
they remained almost unaltered as an absoline
amount; they dropped, as a percentage, to little

more than half the payments for normal o

penditure (16). The position remained sb
stantially the same during last year, paymens
for nermal expenditures having continued w
represent the greater part of the total (61%50)
while exceptional expenditures, although they
were almost doubled. in actual figures as com-

billion lire), hardly reached 30 %% of total pay
ments (sec Table IX). i :

As regards normal expenditures, the mos
conspicuous amounts are represented by py

ments for pcmnmlﬂh&, tod, are
payments for the civi ice and military e
penditurcs for the armed services. The ool
amount allotted to the service of the pablie

{15} Lincd a5 parmal are these expenifees for prsssd
= both in eecheies] and in Sministragide pistions, in mi
service dnd_in ihe palice fesce or belanging 1o mrhﬂ
profession, inchading #lso prasiens — and expendinre whid
regard acrviers, These las concern: the fanctinning of the 83
urganitation, isterest an pubfic debts, public werks, cilefi
war damage repain, war pensioer, elc.
* Comvidered i exceptiomal charges an the other hasd or
. conuihutions s enterprivey far the inteprist &
their ropective budgets and for the reparation ol wer Smp:
the intepeation of the bodgeli of loeal- units; the sepurstid
war damapes 10 public works and 1o sechaimed Lind; the mm-
pensation af wir damages ‘o private individuatiy the o
subugnee to natineals ruined by the war, i refugon, am ®
way pelansers; excepiiona] militry expendinires sod, fally, 8¢
b ol mainssining the pofitical grlecs of some products. .
(16) The reversal of the druation between (B oo Bl
srars 194556 and toghgy In the dissribution of sars] =
excrptianal eipenditares, i1 ot s much dus e an sl
dhange a1 iegands Habiliiss, a3 1 tbe faet that the pm
exceptional liabifities Biad ineresied trough not being ome
during the frsn yéar and, consequenty, by being beosght B
wand i the nest budger e

ncerning the liquidation of war liabilities (mi-

v

debt has doubled, due to the increase of redee-

= qable and floating debt, but this\sum has de.

geased, a3 & percentage, in relation to its pre-
rious- posTion (14,7 %, during 1945465 6.9 %,
m1odf-47 and 1947-48). OFf the payments co-

tere has E’ammtl;,r been an evolution of the
finus single groups of items that go o make
up the whole. Well ahead of any other item,

 9Eing 104546 was the group of expenditures

Fary and assistance expenditures and others
&diving from the armistice). As a whole the
5 of these expenditures has gradually dimish-
'-ﬂ:?f:lﬁé’tnrl'ni war (from 52 % for the
&0t fical year to 22 %/, during the last). On
Scuther hand, expenditures arisi

niage of the budger, the more time pas

of re--

Structions needs, the rehabilitation of the

laaly's ;Slale .H'n:-d“l. "i‘ii'llﬂé $i i s : .-. : _\EI

national economy and: compensation for war
damage have continued to increase, An in-

crease was registered also for subsidies 1o cover

deficits in autonomous undertakings (17).

wring tm.:v.‘ﬁlﬁﬂﬂa'fh i:xplzndit;:m, which reflect L Tur X
the numerous exlgilncjp-t at the State was  eckirTs & PAYMENTS !mﬁmxm OF CAMTAL
: gll;d upen to mect during the post-war period, g (milliozt Al lire)
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wg{]mmﬁn o T omgar|aog,rer LT Advances 1o Jocal govern: Gt
BEEVICEL | b Be, menls vinors, 5
i { REM L7301 abzgiy nes anad otlser mlam'. Y Bzl sae8
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WM i i e goodi supplied by Allisd Nitioss s counterpirt of Fbilities
- el taken by the fialian Gevernmient, :
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e o oy . VIIL — We have already stated that bud-
i_wmh 1?:&1»::: getary operations reflect directly on the Trea.
| e, and supgles : sury management.  This management is, in
# :“A’!,f:llmphmi S ;:6.019 08, ﬁ.ﬂ; 100,3 I:EHIE., il Wjilj't ﬂl: tﬂ-ﬁk Uf Cﬂlk':ﬁ-ﬂg 5

L e 2s7es,  venue and of covering budget expenditures
. T, . saoibidssss) aseasa)  and therefore also with obtaining the means
i ;.l'ﬂﬁ-??‘.ﬁﬁ.ﬂlil.l'i was| of meeting eventual cash deficits. This was
o i I

 the pasition in which the Treasury found itself

- during the period in question, payments having

constantly exceeded budget
that the deficit could not be covered other than

receipts; it is evident

by an increase of public debt.
Table XI shows the variations that have

taken place in the three items that make up

the Treasury position, that is to say, debis,
credits and cash on hand; variafions of their

4l and has dropped still more sharply as a per- algch‘m: "‘fﬂ? are. d""’ ﬂmf?..“_ E‘%&E‘t “l'ii.‘-_ f

“ 147} In Ialy, the gresier pare of the public services, wich a5
the mailrads, pousl s ielegriphic scrvices, the enmiriction
and upkeep of asloaul highway o managed by Gavermmens
corporations. 1t i obvioo therefore that noc ealy the probiems
ol reconagrursion bt afis thoe irlieent in ther management

Lear o the St by rather Uhia i ke privase ecomamy:
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tions, the only diEcrcn-c::.bcing that they are
preceded by the opposite sign.
Taman X1l

CASH MOVEMENTS ON TREASURY'S ACOOUNT
{midlicen of lire)

e e e i
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The greater p«a’ﬁ of the fundd collected re-

- presented an increase of debits which, especially -

during the last year, were almost entirely-uscd
to cover the Treasury deficit. Contrary to what
had happened during the two preceding years,
the amount of Treasury credits increased -and

_absorbed rather than created new available
funds. In all three years Treasury means were

insufficient to cover the excess of disbursements
over budgetary receipts; this resulted necessanly

‘in constant recourse to the cash on hand which

approximately corresponds to the balance of the
clirrent account with the Bank of Italy (18).

“ Eet'us bricfly examine the single credits and

debiits, beginning with the latter.

The present structure 'af Treasury debts in-
cludes: the floating debs, current accounts, re-
ceipts to be setrled and other of minor jtems.
OF all these, only the fAoating debt is a truc
debi with third parties (1g); by now it has
ceased to be a meant of meeting a temporary

{18} Cash on hasd {fonde di casua} Inclades in addition o
the balznee af the eurrent sccount with the Rank of lualy
= which refledu the podiion of the local Troiny  effaes
managed by thar Bamk and comstirutes the -largen poetion of

“ abem — sl the available Funds befd by the Central Tressury

office, the Stape Mipt and other sccoanting offices, an welf
=4 those funds scoaally in the procexs of being ransfored from
one Admisistratian i anether,

= {15) Casvent aceoum halsnces represent available cash funds
[“-uhiag 18 Administrations vtpmdlml an the Suie which are
temperarily utlized by the Treawury for il own nesds. “Unlike
the floating debt they therelore represent debis of an intormal
character amd they are meq all burdensome. - The same can be

* naid for the ' rereiptr fo be setrled ' he principal dnghe Sem

af whizh consists of the ' Treswary drafts ', thay is, secorigies
through which the Treasury ifcll asumes the setdlement of the
with the depeadent sdmisistrac i :

]

cash disequilibrium and has become a1 funds,
mental method of covering tie budget defict
Blespite its juridical structure, it has in fact bee
transformed into a long-term debt, since it i
continually rencwed and increases rather thay

~ fluctuates during the fscal year,

During the period in question, the faating
debt has assumed ever preater: importahce,

reaching in 164748 a proportiin abSolutely=
~ outweighing all other debits (Bq.2 %7 of the

otal); thc_' financial market, however, did b
take up any of this debt (see Table XII).

TREASURY'S DEHTS Ty XB
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. In fact, during that year no medium or long-

term loans were issued and the general budgl
deficit reached a sum' almost two and a

times that of the preceding years. With regasd

to the three different ibiﬂm}_}hi_!t make up the

i .-'rs_.glnﬂ' bl |
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Toating debt (20), the issue of Tifasury Bills.
ided the Treasury with the-most efficient
means for Obtaining funds, During the last
year subscriptions cxceeded reimbursements by
204 billion Tire, an imposing figure that was
achicved thanks 1o'a number of circumstances
which reinforced the satisfactory nature of this
form of investment, : g
Thus for example, the increase by half a
point of the interest rate, beginning in Septem-
ber 1947, accentuated the difference of yicld

existing ‘between this and all other invest-

ments (21); the regulations issued in August
1547, n:ga;dillg nbEigamry banks réserves; in-

. duced the banks to abserb a very great amount

of short-term Government securities; the policy
of the Bank of Italy tended to inyest in ordinary
Treasury Bills part of the deposits which it

received in the form of cash, on the basis of

those same regulations regarding bank reser-

- ves (22}, o

- Since December.1936, Treasury recourse 1
the Bank of Italy hid taken the double form
of " extraordinary " and ' temporiry van-
ecs (23). When the fssuc of Am-Lire by the
Allied Military Authorities ceased in March,
1946, and by a special arrangement between
the Treasury and the Bank of Italy in the fol-
lowing December, a new type of advance was
established to furnish the Allied Armed Forces

{a2) The Boating debt is convtitied: a) by ordinary Treasury
s, cxpiring within 1 to 12 manths; by by inw::l-bu.r[n;
srrent ascousnt bilaners whith the * Casad Depositi = Prestit *!,
the social security agencies administerpd by &, and the banks
berp with the Treasury; and e} by variows kisdi of sdvances
made by ihe Rink of Tualy. : 2

I21) Beginning on September au, 1947 the [niereis rake of

“Trasey Hilli expiring withia® from one s two manths. was

sanad from 275 10 3,34 %07 that of the Bill expiring within
6 10 twelve montby was raised freen 450 to 530 Al ihe
instreit pates of Bills falling due witkin three o nine manths
e mcrcaved by Bilf 2 paint,

(22} 18 this regard it is worth remeommbering that between
By o, vagr, and Juse 30, sogf, banks holdings of nedinary
Teerary Bills incresied fromn 186.4 1o 2965 billion Lire, whils
balfingy of the Bink of Ialy went from 78 1o peo hillion Lire,
Thin the comtribution of the banking syitem roae o pfre bl
rmhw 5 el of any billien Lire,

123h Bath theie advances operations were sepulated by the
Winireria] Decree of ‘December 31, 1936, which I!h: the
Faumem limis for iempesary advantes 82 ane billion Lire and

= Emit 3t all for extraordinary advaness, The latier were o
e viod 10 meer Sareptioest’ roqui by anagy bet.

ek the Miniser'of the Treasury 2nd the Covernor of the

Bk of Paly, sod were guaranteed by initerest- bearing: Trea-
fary Billy bringisg i yeduced imtevest saze, s

¥

with available funds in Lire. With the conclu-
sion of the Peace Treaty the issue of Lire ceas- -
ed, after having reached the sum of 314 billion -

Lirc by June 30, 1948, Normal relations, which
take their origin in the cash servicé of the State,
have continued to malﬁ themselves through
the " Cugrent Account™or Treasury Services ",
The Treasury, not finding in the money market

- sufficient means to meet its exceptional needs,
drew largely upon that current account in order

to make payments in excess of its normal re-
venie and of existing available funds, and was
able to evade the regulations regarding advances
and draw just the same from the Bank of ltaly

~ o finance part of its cash deficit. The necessity

of regulating this form of indebtedness towards
the Bank of ltaly, which since July 1047 had
provided a means towards inflation, led to the
Legislative Decree n. 1490, of Dectmber 24,
1047, sciting the maximum limit of the current
account deficit at 5o billion Lire,

The development of both budgetary and
extra-budpetary operations during the first half
of that same year was such that the deficit itself
surpassed by far the amount provided, and the
observance of the legal measures induced the
Treasury to consolidate the entire deficit in
" temporary " advances, the limit for which
was increased by Decree on January 31, 1948,
from 1 to 100 billion Lire {24). '

This shows how an evaluation of the contri-
bution of the Bank of Italy requires an exami-
nation not only of the transactions for advan-
ces, which Bpure among the items of the
floating debt, but also of the balance on cur-

. rent account which represents almost entirely

the " cash on hand " pesition of the Treasury.

‘I covering the budgetary deficit, a consi-
derable part has been played by the balances
of interest-bearing current accounts that the
Casra Depositi ¢ Prestirs, the Social Security
Agencics, and the banking system keep with
the Treasury. Both these last and.the tics with

{24) As the Treasury eontinued 10 press upon the Bask of
Iealy dchiring the second half of the yesr rog7-45, the neicr Bmit
of %o billion Lire was loer substizuzed (LD, My 5, 1548) by
a mare clastic pyuem and one more comcsnan with the buadget
positon. The new reguladon, which s sdll in effect, lsid down
that the Treasury's deficit an oarfens Sceount with the Bank of
Tealy G5 men eo sudpads 3g 50 ef the teead amgunt of current
expenditures dppearing in the budpel bimatcs and iccessive
slicretions of theat‘aulmae: -

E = -
&
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the money, market have been studied at length
in 4 previous article of this review (25). Follow-
ing the implementation of obligatory reserves,
as already mentioned, the movement of with-
drawals by the ‘Basiks - which, during the
year 194647, was greater than'the variation bet-
ween the sum total at the beginning and at
the end of the year (— 1.6 billion lire) would
lead us to believe — was reversed during the
last year in question, giving way 0 an increase
of almost 21 hillion lire,

During 1947-48 thé contribution: of the Cas-
sa Depositi e Prestiti was approximately, doubled
as compared with the two precedihg years, due

“to the use that this institute was able o make
of the new Aow of deposits placed” with~the
Postal Savings Offices, which as= administered
by the Cassa Depositi e Prestiti, This flow of
d:pnsuu had been encouraped ':.I an increase in

. the interest rate on postal securitics, which, si-
“multancously with the interest rate on Treasury

Hills, Tose to 5 '}'L

- Among the minor items uE Trmsun debts
there are some that merit bricf attention. Thus,
for example:

11) The UN.R.R.A. Lira Fumj ‘which origi-
nated in the first program of aid to Italy from
the United Nations, representing the net profits
derived from the sale of products given withdut
cost to Italy. This fund was placed with the
Baok of Italy to be used later in accordance
with a five-year aid and rehabilitation program.
Contrary to the use made of AUSA and USFAP
funds, the funds made available by U.N.R.R.A.
were destined rather to projects not already
provided for by the budget than to Government
projects; for this reason the budget was not
directly relicved.” Nevertheless, the Treasury
derived an advantage from the Lira Fund, hav-
ing temporary recourse to it for Treasury casli
requirements. During the three years in ques-
tion the utilization of the UNRRA Lira Fund
presents two very distinct phases: during the
first, which extended from June, 1046, to Scpt-
ember, 1947, iﬁe Treasury continued to absorb

available funds up to 2 maximum sum of 43.8.

‘billion lire; during the second, which began in

(3sh M. Muvera, The Ialbisn Money  Markei and the

Fizansing ‘of the Treanwry, Panca Mazicnale el Lavors Qar-

ity Revicw, N 2 ]u'l,- g peoves et sy,

~ plan. mentioned above.

“lire the year befofe; thius 5.3 billion lire were

October 1o47 anrd which may continue mﬂ'

the Fund is :nm[]!:tfl].' exhansted, the Treasy
has gradually been returning the sums borrow.
ed to the Administration af the fnternations)
widprogram set up for the exccution of the
By the end of June
1948, the debt still amounted to 340 billlon
lire, whereas it had amounted 10 40.2 %hillig

returned during the year 194748, -

2) The A.F.A. accounts and the [un;] 1
guestrated from cnemy States, which represent
available funds blocked by the Allied Military

.ﬁuthnrmts upon their arrival in lialy, ]m-c
been gradually released by these Authoritic

and turned over to the Italian Treasury, The
Treasury will provide for allotments to be made
to the firms or persons that are rightfull entitled

‘to them, s wg“. as to the .‘.I.ppl-"f.l-]:ll'i:illil:ll.'l af

the remainder, acquired in accordance with
the terms of the peace treaty. As a whole the

funds of this group which have been teme
porarilytutilized by the Treasury amounted v

31.7 billion lire, of which 15.4 billions were
absorbed during the year 1g46-47 and 16.5 bil

- lion lire during 1947-48. - This debt will dwap
_pear in the future, as the Treasury. proceeds,
“bit by bit, to their liquidation on-the basis of

the criteria already m:qtmﬁ'ﬂ e

As regards Debts to the Treasury, Tahle XIlI
shows the variations in the 5='-t'rn! items for
tﬂih of the years under mns:dcmrrﬂn

DERTS TO TI-I'F TREASURY Ty Al
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. The more important changes arc_those in,
the gruup Iuj'mmu to be settled ™

i2h] Payments s be wettled are 1n¢1mn¢ amwng slbert
af: (8] the sums in forcign cecharpefau 11!- thic Cashier of B
Fortfolio on account of the s-.-ﬂ:ul !Jepmmm end releEng

‘a8 the paymients 10"

(26) e

i linly's Scaee BI.I&G“ jHS 1948

F:mnnng dishursements t;rf various kinds m:ld:
by the Tréasury on 1ts own account, but which
refer to the budpget. They are therefore credits
hc]d by Treasury :dmmistramn, which are ex-

tinguished ‘as they are gradually transferred o
the Budget administration. In the interval from
July, 1, 1945, to }um: 0, rg;;ﬂ their value has
weadily increased, rising from 48.8 to g2.5 bil-
lioa lire, entailing the absorption of 43.7 bil-
lion lire of available resources, of which 30.7

billion in the single year 1947-48, uncompen- -

sted by other credits, as had been the case in

the previous financial years. Therefore the
*Debts to the Treasury *, which, wken as 2’

whole, had cased the cash situation by pmvid-
ing 14.8 billion lire in 1945-46 and 22.billion in
14647, burdened it to the extent of 37.bil-
lions in 1947-48. It should be sP-etlﬁmd how-
ever, that these are purely book transactions,

:]nadjr made and rel e to the ﬂ.ldgl:: adminis-
tration; a8 such they should be’added—to_those
already formally m_n’:rr.:d therein,

IX. — S0 as to give a general view of the
cash movement under its dual quantitative and
qualitative aspects, Table XIV has been com-
plled. It shows that during the three financial
years under consideration, the growing volume
of payments has been met by classifying actual
receipts in 5 different groups, independently
of the rules under which they are classified
or inserted in the Budget or Treasury accounts,

but taking into consideration the sources from
+which they arise,

Jows:

. budget items which cover (a) current
receipts (tax revenue and othér minor budget

s Spendiure for whick !Pﬁ'ﬂprhM| kave alrcady been :nlde-
i the Budgen,  Differing in thii from the sytems followed in
whes counirics, which for cperatioen of this kind avail them-

* whei of the banki, the Iadizn Treavury makes these paym

trough 32 argan of IH gwn which i part of the firancial
eniniten and i/ ksewn a1 the " Contbile del Pora-

EI!ID :I the pn:.-mtm- made apzinst arders lssued fn the -

mBe 6l wveral persons and” which have pot ¥t Been fully
- wiol During ehe last war years same Tressury oJibuariemests
"ﬂ'rﬂmﬂ ander ghis heading for which na’ proviidon hsd
h‘" gm'lhqmmhrrutl.qhmmwﬂ

L poes pwpﬂp A cagra),

settled are u:l|_:.1;u1.1.1-s.r_-|1-:|::1|;«r

The five gmulps have bu:i: formed as fol-

frs

receipts) excluding lhcrtfrum. in the year 1947
48, receipts from the AUSA and USFAP Lire ~
Funds; (b) the. balafice of capital movements,
net of items directly “to the fm:m:l:]
-market (issue or repa t of loans) or re-

presented-by other mnmhutmna of the United
. States;

2 - recouric o the money and fingneial

markets including the yield of Treasury Bonds

and of current accounts with the Casa Depo.
siti ¢ Prestiti and the B:mk:, and rh: proceeds
crf the issue of m:dium and long-term Ioans:

3 - recourse 1o the Bank of Italy, including
the creation of new mcans of payment, either
h}r the various forms of advances or by incurr- .
ing indebtedness to the " cash Fund . Ta sim-
plify the calculations the volume uf the last
is identified with the Treasury current account
I:mTancc

4 - financial relations with the Allies. An
endeavor has been made to bring together in
this group all the items from which the Trea-
sury has obtained, cither provisionally or deh-
nitively, monetary means arising either from
the assistance piven by the United Mations
and the United States (UNRRA, AUSA, and
USFAF funds) or from reimbursements (troop
pay funds and suspended accounts) or from

-cessions made in the form of a loan (surplus
war supplies) or from the liberation of funds

blocked by the Allied Military Authorities;
5. = other Treatury debir (exclusive of the

floating debe) and credits inclusive of all those

items of an internal nature, most of which
will be settled by regulating the Budget ac-
counts, =

The examination of Table XIV enables us
to draw some interesting conclusions,

In the first place, the curreiit payments,
¢ which rose successively from 407 to 697 and
then to 1,182 billion lire in the three financial
years, have been covered by current receipts to
an increasing extent (37 % in 194546, 52 %
in :gq;ﬁr-m 61 % in 1947-48). On its side, the
item * movement of capital * — exclusive of the
procctd: of uﬁni loans and of transitory items
arising from ‘ﬁmgn Iicfp — cimu in each of

K : -
v
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the three years with an excess of disbursements

auer rctxi]m (3657 6g.2, 123.1 billlon lire res-

pectively in the three Anancial years).

The money and the financial markets have
made the Jargest contribution in providing the
means for satisfying total cash requirements.
Their contribution has, ‘however, Enrluallr
declined as budget receipts have. risen and
thut in the course of the three financial years
thes position of the two groups has been
eversed. In 1045-46 current payments were

*covered to the extent of 2850 by budper re-

ceipts and of 51 % by recourse to the money.

market; in 1947-48 the ratios were respectively

¥

‘Taly’s State Budget, 1945-1948

absolute figures has been growing, both in the
form of advances and in that of the shrinkage
of the initial cash fund. In lgq.'j’-qﬂ the amourit

thus obtained was nearly five times that ob-
tained in the prevists financial ;’hr (153.4 bil-

lion lire as compared A billion), the per-
_ centages in the thr::@h:vmg risen - from
e

6.4‘}-" to'13.5% of th

payments,
The group of items-arising from foreign

_1 hl:Ip presents marked variations. From a total

of 41 hillion lire in the frst post-war financial
year {about 109 of current payments) the
figure rose to a peak of nearly 100 billion
(14.3 %, of payments) in 1946-47, falling 10 By

|

: i it
INTERNALIRUBLIC DEBT

Tama XV
(rilfions of Iiee) :
1 % i ; omal maf 2 of as of
i ; - i Fune 30, s | fume wo, tsef | Jues a isy | Tude 30 et
5 Lenp & .li'ri'lfﬁm_:a]'m Loany : : i
e Comelidat “1_ : = i e 53045 53,045 51,047 53040
= Redeermable: N )&,:QJ :_;'lljﬁg Ja8, 85 $1gays
g% Reconstractsoh. Loan | — e 211,800 Tl 500
105L Recans r Leas . — —_ - 135,000
5 end o Years sury - Fo W --'-—r--, 6L 148 a3h.048 157008 48,388
Duher redesenahle debs ™ Ao 41,331 40, B0y 3p,£87
Gieerament currency . . : reaf 7e34# L Fileg
: i Tistal . abh.51p 338,861 FLIRT 473
Floanng Debt: i : :
— Shortterm Treasusy Domdds and Blls | 137,898 139,000 EFLE T FLENG 1]
~— Mwvancc by the Bank of Taly . 130,686 n008 1AL 473300
— Inictent beaging clarnemt accounts . B gy ely 145754 17904 258,007
' el 31466 77 Bizfrn 1.331,043
Guavig Totad . e o LK o LebshYy . | TR 458 1 (TR ]

51%, and 26 %.. Within the group, hnwmr,

the distribution between long, medium and -
- short-term indebtedness has been altered, Until

the end of :gqﬁ-;ﬁ.r the issue of Five Year Trea-
sury Bonds and. of the Reconstruction Loan
had made a substantial contribution to the toral
yeld of the group (35 %, in 1945-46; 60 %, in
1045-47). In the following year not only were
there no operations of the kind, but the Five

- that financial ymhﬂd to be repaid. Receipts

 from private sa

were therefore limited to
thate obtained

F.muru :Iu- Bank uE Inljr :rpmsc& in

_ m the money market, above
-l from thcfalcuETrmm? Bills. . '

billions in the last year (7.3 % of payments)
This movement is a result of the different

_growth of the several items composing the

Year Treasury Bonds which matured during

group. The UNRRA contribution, which was

small in the first year (5 billion lire), and higher

in the second (35 billion), became negative in
the Jast (— 5.3 billion}, as a result of the execu-
tion of the plan for reinvestment of the fund.
This shrinkage has, however, beef offset by the
contfibutions of the AUSA and USFAP funds.

In 1947-48, 2 shrinkage is also noted in the -

items referring to from the zale of surplus war

goods and of goods :mpgﬂtd by the Italian
Government which has used for this purposc

the dui'[ar crgdm gmnmd I:y the Einited States

] i
*,ﬂ“f-. e
al pE

i

P
- »



(] z Ranca Nazionale del Lavara

on account of pay to the troops and outstand-
ing accounts, ;

N Eicp_-cattd-rc'cni.m:‘ to the money

market to finarice part of the Government cx-

penditure has led, in the course of the three
years under consideration, to the steady growth -
of the national debt. Table XV shows the
consistenicy of the scveral debts which- enter
into the total, giving the amounts at the beginn-

_ing of the period and at the close of each of

the financial years considered, . -
As this table shows, the national debt in-

creased during the period running from June

30, to4s to June o, 1o48. by BEz billion
lire, f.e. by 104 5. This ificrease is accounted

- for above all by the floating debt (670 bil-

lions, equivalent to 76 % of the total increase)

“and to a lesser extent by the medium-and long

term debt, et

The different rate of increase of the funda-
mental groups bf debt (consolidated, redeemable
ind the floating debt), has naturally altered
their percentage distribution in relation to total
indkchrtc:!‘ncss. On June 30, 1o4s, the conso-
liddted and redeemabls debi accounted for 30.5
per cent of the existing debt (redeetizhle debt
24.3 %., consolidated debr'6.2 %) the floating
debt 68.7 5, while Treasury notes accounted
fﬂ:rclf 0.8 %% of the total, Three yeirs later
the percentages were respectively 27.3 %0 for
the capital debe, 72.3 fpr the Hm_t_lng debt, and
0.4 per cent for Treasury-notes,

On June 3o, 1948 the national debt has
attained a total equal 16 12 times that of 1938;
taking into account the depreciation of the cur-
rency that has occurred in the meéantime, the
real values are greatly reduced. In Chart IV
the consistency of the several groups of the
national debt has been expressed at the close
of each of the financial years i ferms of 1938
fire {on the hasis of the wholesale price index
numbers). The Chart speaks clearly enough:
while in the financial year 1938-39 the service -
of the national debt called for 6.8 billion
lire and absorbed 17.6 % of current expendi-
tures, in 1947-48 it called for some 75 billions -
which represented bagely 4.8 5. of total ex-

 penditure, :

These data do not however afford 2 com.
plete picture of the indebtedness of the Goyern.
ment, which cannot be given in the absciice of
-the ‘publication of the final accounts. For this
 purpose we should bear in mind such other

- INTERNAL PUBLIC DEBT as of duneag °
{in 1038 purchasing pewer of Bhe lira)

BLiged
oF Lmec
BED g —
I CONSOLIDATED
23 REDEEMABLE
FLOATING
W
ER
=]

items as passive arrears, the cash deficit, the

¥

e

amount of the allied military lire put in dr-

culation and which have not yet been assigned

a scttlement in the accounts, and finally the *

annuitics for deferred payments, fe, those ap
propriations distributed over several financial
years and for which the Government las -
ready taken over cost. ;

~ XL — This panoramic and n&usuﬁl},r sum-
mary review of the several phases of the com:
plex administration of the national budget,

presents a sufficient number of data to cnable:
us to appreciate the effort accomplished for

assuring the rehabilitation of Italian hnances
during the first three finantial| years of this
post-war period. While the cffort made has been

notable, especially when we remember the g

e

vity of the crisis: in° which the political and
military vicissitudes of the last decade had led
the country, that still to be made is" seen to
be o less arduous and severe. The develop-
ment of the situation in the first months of
the* currént financial year, confirm the fact
that further propress has already been made.
The consolidated monetary stability which pro-

vides the environmental conditions required for”

4

Tualy's State Bodger, 1945-1948 . = =y

carrying out the fiscal reform, the principles.
of financial orthodoxy_geaffirmed and firmly
pursued by the p Administration, the
spirit of international collaborations which al-

- ready finds expression in a large scale action of
- support, arc all features of the situation which

allgw us to believe that the budget rchabilita-
tion is now no longer unattainable, and is no
longer far off. !

-



. STATISTICAL APPENDIX

. - 3

EXPLANATORY NOTES

Su;pplwenurr fo 1h|r !EI;ﬂIuILDr_P Nolet s coptained in
Mo, 3 of Dewber 1g47 of thls Review' {p. :g?}., amd subsequent
additions, we give Bere below some furiher partizulars en e
searlsticy relating 1o f8) bank- credi 1o clients, b} Enduastral
productios, (c) uncmyingmrm now the wbject of disussion
in luaky, 2

Hank crodit fo cliennd [se Tahie )

Four serbes of smtinles sre mow ;mblnhﬁd an bank ‘oredit
o clients, which differ ane from the mhuum)vpuwng n

Hour diffcrest forma of enguity apd elaboration, |

(1) A First series i that obmized from the aampal retures oa
credits classified by bramches of ecosomic sy, Esch year the
several banks are required o sepply the Sink of Taby with 2
satement shawing eeitinding crodi an st December clasific
od by branches of activiry. The last sstemens now publithed
refers 16 December 31, 1547 The data were inssread by us in

Mo, B oof thiy Review, July ioal, (p. 398, Table E)

* fa) A weeomel series s that coenpiled an the b of the
ampnal rebarni of credin elatnified &y fl'llj'l"ﬂphmr argay, . Each
year the banks are slo requined o serad fin 1o the Hank of Daly

sthe statement o cubsinding credin o gan December, claifisd

by previness, The diffmences berween thin serica snd the pre-

vige ‘ane are iriffing and are 1o be ascribed 1o insorunacie of |

i {ﬁ A third series i thar based on the o guarierly Mﬂr
shiet jEaiemmenis =, which the 1 are reqilbind b0 send 1o
the Bank af Taaly, This is the wsed by the Bask of laly
in rg4feg7 (Ses Repoe of the Govermor for j4f. o, :ﬂ and s

chpaimed by summing tp 52 followings iema: bills oo hand

{postafoglin, “advancrs. {ﬂmlnpum'} ciliFent {antl
torrenti), cedrespondence accaiets. (cic di! un-rupuudwu}, oo
ungees {riparti), loans (mutai),

This third — querterly — lmn. bay the J-lun‘hj:: aver the
sy fizar o ammial — sesied

h:twmngannpmnmmﬁ:pﬂur -
of esloalation, howsver, 14 not quite accaraie

an p.}ntdnn ke secount of rediscomneed billi and: other

- secondary feeme: () it insclisdes accounts in foreign mlun::t-.‘r :

amd imter-bank sccounts; globally,

(4) To correct the deficiencies of the thind scrles, the Report
of the Gewernor of the Bank of Tuly for jogy (p. 181) had

L.:L(M mﬂunilh: part of the foreign bills
obtainal for ummbe’ml -nuiv:lh-t
Sun-e{- annfmhnuuw B
;«L-pmm.- hnmkum.g{;‘.n
*pf'. 156 1 1o, :
oy
B ; i

i -,gmdnmmhr'
relatively brief perinds, and iherefore offen ﬂh;bl_-rdwh'

 recurse to gome careful caloulitions and prepared o bk
" series which Enebude rediscownted. billy, Son-Gevernment i

ties owned by ke hznky, apd PITl.Il'.Ile'N"I'I! T and elimban
campletely 2ocoumis in forchen exchange and ikiir-bank®y
. Mt even this series it c!n;d:d;wd x5 not definigive and dclocine
on atzoust of ceniions,

We give hare hebow the data on bank credity ta. m a
Diecemnber 31, 1046 and’ December 317 boyy, esfeulaind soper ©
tively by the four mestiosed systems:

Dec. g Do g

e {milions of lire}
{1} classificd by branches of acibvity . . wfas Tala
(). = & prographical areas 196,85 FiLa
(3) bared on the « quarscrly shatemenis v g3f000 e a0
(g L | AFENEm of - the I‘H‘!k- of
i Coea B rpe

hﬂ;"r'q:lort for 1oy . .

.n'l.lﬂ{:lqll.‘h.l.lnd. show, ihe Mfmw:lcwbr
.Idllphrl[lhl.rﬂmbrn.] The:lawesr figure, which in s
veas obtaigod from resurms clapificsl by brasches of eonome
activity, was instesd obesined in 1547 by the sysiem of rous
adopsed by the Bank of huly in bt Repart for 1n47, The figee
ohtabned by the fint symem, which in 1o was il comidend
i err by omiufon, ranki, 38 the end of Togp, between ge

resules obtabned by the spieems Moo 4 and BNo ,;,:nd&ﬂht :

Sashould pot be B freen showing the real almuation
In Table D of this Stadaical A o the: el
:munfﬁbruﬂhl-nm-iﬂﬂh'r Nnj,-hﬂmﬂﬁhh
{helr real ameunt; the dasa heuld theredore be imterpreisd wi
the lmittions reforred o, (A5 they lbr.luﬂ:ﬂn:!ﬂrq‘uu

“thange sccountt and the inter-bank scovanr, these e Bare
alio been inelided smoap che | labditicn, in irg B
thuh {fonds Eﬂm]fﬁmkrmﬂ a
- possitic). - *

We would point put, hawcver, MWMWMM'

ceedins calcalated by aystem Mo, 3 and e alien fundis i
dusive of inter-bank and foevign -exchsnge scooum, and Bl
:}.:mbﬁmmﬂmn&u&mﬂhwﬂu 4 apd aabe
funds =, pqll-dlldlm'rnfmlﬁvhni: and forcipn exchaage =
counis, give almess identical reslss, Therefore, the dau d

Table D, even if the individual figurey be_defrctive, miy ke -

wmﬂmﬂnﬂhm]r Indicitive of the read of she varistiel
mhqkudumduumﬂdthnmhmn#imh
H‘lt‘.tl]'l-tdl.‘.?ﬂﬂﬂ,

!uinrml pmimu [a=e Tﬂﬂu P 0

* The index mmbmdunﬂmﬁigudﬂﬂ!ﬂnsaﬂqﬂﬁ‘!
ﬁuﬂmﬂﬂmﬁdumdluﬂm!-&mﬂy;db}ﬂmw
hmdhm Th:m"-umpﬂnd br:hr-cuw

_Bﬂlrpﬂlhnuit Wl

'_Sliiill;tl"

¥ .. ¥
o Lr-duun wak first Hl!lﬂ:lr\d an the basls 1gsgaing (5L
sinor Jammary agqf the fndex numbers Bave besn calculafod oa
the bnld g3 =aoo. Thiv was deemed  sdvisable mere eapecial-
4 because the masked igerease of productions that oocurred in
,“',, {nearly 15 % above the previow f;.u}__l-c?pd 1o give ‘the
imereation of aneicewavely heavy frducsion of pretent owipat
o compitad o thar of the pre-war perloil. In addition, as sew
sastmcal da1a were available, the index numbers for the scveral
pramches. — and camsequently the pencral index nember —
bavr been devlied, and ailtable covrections made,  The pein-
dplal on which the terarms and the I.'lll:\ﬂiIM afe ‘:-lrln hawe,
bowever, mon been changed,

In jedgisip theseindex P e iz thoutd firse be natedd izt
they pit wlrd oa 3 relatively mareow bavis.  This, s vr-nLr
& mo secount taken of severs] branches of indmitry ol mdnoe

ace, but nesther ase thie three: great branches repreicnbed
by the the eq;lrimhm Teml apel building trades convidered, as
i b oot yot possible (0 socure fior themy the neceansry aeagivtical -
d. On the oistpet mavernent in these three branches only
evrmoan inductions can be drawn, Iy SETIT, Iwu‘h'r:r_.. thay the

il of production of the food industries is now higher than—
“ 8 the preowar period. Tt is more difficudt 1o EXPress am opinioe

i the case of ihe engineering trader.  Bearing in mind that
depreision in some deparements enay be offser by greaser activity
Inmbera -t muy be suppoied that, taken s 8 whale, the situa:
o i pet very different from that of the general average Tor sll:
Iofan industrice. - On the other hand, the building wrades are
will Bar Jem actt an im pre-war yeans.  On thet basly of
thcrefore weem jusifisble 10 eonc

+7 that the gemeral average ih‘f af pudurmc}l: not very dilf

M of this Review. | The res
peiihod

from that |rpum-.| by the index of the Confederation of

|eutries, -
Receatly - the Central Ilfnlme of Sullslm mmﬂ

pibling aa index ‘number an the Basis 17 =10 (1), The
wiins begins with the msanth of January 1o47. In drawing a
smparion berween the two index nambers, that of the « Con-
bkrson » amd that of the « Dnstimte s, the ﬁﬂ_ru'n:ini: facus
soud be bores in mind s () the index pumber of the Inatinae
of Soiiey iy Based on considersbly faller renms dhan hat
o the Confoderation = cipectally in the cate 'n{.dl'-: branches
o Bduiary of minor imiportance — but bere again the

* statements, based oa the el

Ap [! endis : T
September, falldwed by a ||i-ﬂ|‘|: dectine in the ennsing mﬁﬂﬂ'g,;.
On ibe whole, bn 1pgh the ndex of bndusitrisl prodesctian toee,
s campdred fo 1947, by seme. 7.9 % acconding po the data
eompifed by the Initirute of Sasirics, and by B % scenrding to
thaic af the Comlederation, Frosn December 1547 1o Dtbﬁnl:p
eogf the former plares the pridactive incredse m abaur TR
Ad the Tnwtitute — &1 above sigted — has nat yer publivhed i
index on the bash wqﬂnfm it B not powible o compare the
two sevies [og the purpese ol a the preeent level of
production 34 eompared o p etthelén, emi-edficlal

o pow bieing made by (he
Insidise of Satiiticy, place Talian industiat autpit 33 the ead
lﬂ g a1 about ge % of 1gIf° figarer.  Thess  comelishsss,
leewever, are  padped  undaly optimbitic and o’ wlficemly
" ehetive by the s Confederation «, and are attribiated {2} to the
ipsteny [ellowed in making the calculation, aeed above all n|b}
ko the comparatively heavier: weight anribeted 1 those bran. -
ches of indsury ir which the movement of preduction has been
meee frvoenble a3 compared to than atbrbised o other branchey
in which the movememt Biy been o o,

Unemployneens (ice Table Sy

P 2 .

5ell] emore enecriain are the eatimabes dealing with the ot
number of unemployed persans. 1a this connection n. should
be ¢emiciibered that the Teabian sistiuler on unemployméns, hased
o ddata collected by the decentralived offices of the Minkury of

. Labour {provinclal and regional offices), abeow the numbers regis

stered with the Laboar Exchanges which — a1 it is known —
A nd?'_!'ﬁ_imk. for variows reasons, with she number of thore
scraslly wnemployed.  The Minkiery of Labour has pecently
tken o special census of the umemployed and has saned the
jublicziion of a eew sericn of watistics — from which the dna
given in Table 5 hive been cbtsined . in which i bas
endeavoured 1o obyiabe some of he drawbacks for which the
formser” werice scomed a0 be nos very rlishle, Thowe fperes
wirr  consdered b ery muﬁdu:bh- an the vide of "excens |

beesusc: (xh wowkens wcceeded in many eases in rémaining on
e regisiers of the Labous Exchanges ‘even afeer they had
foand emplayment; (b} pofioms mot actually unemploped, 1sh

oy, foud and building Enduatries are exelisded. {4}, (B} ibe
isdey mmbers afc caloulpted wing the, arithmescal avemage
iziad of the peametrical average uend by the « Confederation o,
-ddungbu‘qumdzm dubu.mnh.mgﬂ il =

;Jﬁ:m

The rwn indiex numbers are fn marked dpl:ﬂnr_u.l a8 regards

- prewth of pmﬂm 1har cecurod from 1597 w0 gyl and

@ the mavement of pesduction in the several months, A cin
B o, beeh the data jn Table P and these in Table 0 show
8 upwind wend i the firse half of 1g4%, a period of reladve
W durieg the sumemer mrh-'flh'l and a ner ﬂmeq in

N rh' fl-l-lﬂlﬂ details om this mater and the method of
cllation adopted, see « Explanasory Notes » in Mo, 3, Ociober
tive dndex  nlin weTe
1 ﬂlh&ﬁﬂtuumben thnl:-imtmﬂu::
b4 5 B

The index numbers uf:he Inititute of Staristics m.i

mm'f::,mg, |5f||l, of this Beview,
= m of indunry i thae cfﬂud
by ‘ Comefnion !ndmﬂ of the Foonomic !l: Sl

'““i"ﬁt'-hm’i Natiani, for {aternatians] dmm i

as pensj ansl eahery secking ocoupations other than those
held may register’ with the Labowr Exchanges, :

In enmpiling the new wseries, the firie endeaveur has been -
1o atrike wiff: the lirs persans whn were foumed not 1o be emitled
to be registered in them. [n thiv way the pumber of reginra:

- tiong, wikich dv the end of Jusc igg8 (the last manth for which

the dars of the odd scrics are available) soed 5t 3,383 690, at
the i of Ocoober (firse monah for which the data of the new
sevicn are. available) had been secifiel amud winod an rasaly,
showing a m a5 compadad to the June figare of gye, g6y
persoms, fe; 33900 Aeel 3s that time of year an incresie of
seasneal unrmployment is wially registered, i s ressonable o
suribe the pedisction solely m the resslis o the’ special census.
In sddition ta this, dmhﬂ'ﬂuﬁ#rﬂmnl:rpmﬂ! :
been clamified in four’ groupe which clearly "thow the el

I :umaqul‘lhc memmﬁ These growps are () pea-

mnenand;mﬂwuqﬂu;dht:uhuguhﬂ oesipa-
tand; {?} mmmhd.ﬂu}nﬁ:[ﬂ]mm.
unﬁ::md:pmmﬁlhadminmpﬁﬂ first
nesupuationy () nemplayed persans previouily cmployed. * Now,
m%ﬂpﬂglvtb:&upﬁpﬁu@gdﬂﬁhm

b
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a1 unemployed (at the end of December 1ny8 they numbered
B7,38 being 4 %, of the soul), and perbapa the same may be -
~sail of & pen:en'upe of the’ perions classifiead In the second roup,
who -'unb.l'hl:, e Ptn-!u.u:nrd'r ru:lgta tn the !Lnrudmld e an
some ferm el erafr, e
O the other basd, not all the unemployed - are |egumtd 2
*:Ilz the Labous Eﬂ!‘*ngu, thus {2} 2 certzing murmber, 1eoe
n[mhﬂ]; af unmplu}wd agricaltursl !.lbaq.wﬂ. i Boanh ||3II
escapes regisration owing 1w ke difficulte in the wav o of
* miking the returme; () the so-called « intelfectual up=mploy-
" mentw s pot esiered Tas all' in the negiters of the Labour

Exchanges; (e} peither ire the maw of wolker dnd smployee
who have pod Been dismissed from their s emiployment salely -
becaust of the decree for blocking dismisals (ig 148

the excew number of warkers on the payeroll of indasrisl
canterid wal caliulated io potal some §oean),

SYMBOLS EMPLOYED: In conformity with the Statistical
4 Office of the United Natioms, the follawing symbols and wed:

i i 4. m not available,

# - . e

e i o~ = il o Jew than half the final digi G
i r} Decimal Fgire .:..;;_f;rmm by & full wop ()

Rl
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U In Deceriber. We may therelnee consider thar the mumbe o

The bieedk which lis pccufred in ihe spitem used in moking
the rewerns and the usrelisble charscier of the old series &
not allow of l'mul.ll:in-; accurdle atakeenenta, on E-h: 1oil =
vement of unemployment |4 Iy foe the whole of ngt. %
would however sesm pomaible o ey ke in the Ard meel
of 3948 the number of unemployed was decliniag fihe .&‘

nuzmbers for i&dudtrial produn.lun support abdy #‘"WE:'L

during the months of Movember and Diecember, far which masr !

reliable data: are -[ruut"ﬂ: uumplnfuu'r apsin bqg;n o i
crexse. The pumber of unemployed increased by 75,045 apul
too9e.2 5o, in Novembes, and by 2382335, cequil to pra

2 million unemployed w5 generally juidd, I confrmed, 8 pan.

ber which cleasly abows the mlml nanie af the Itz
eepoenic problem,
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