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ALLTED FORCE HEADQUARTERS

LIAISON SECTION.
Hrnmum TERS
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7&3 s 16 May 1943

FORCE 14]
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MEMCRANDUM TO: Colonel Spofford, Force 141

Here 1s a memorandum which apparently concerns
first steps for tiny tots, which arrived out of the
blue and unsolicited from Washington.

. C. HOLMES
olonel,GSC
Chief, Liaison Section
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WAR DEPARTMENT
OFFICE OF THE CHIEF OF STAFF
cIVIL AFFAIRS DIVISION
WASHINGTON

April 30, 1942

¥
{‘J:}
MEMORANDUM FOR COMMANDER IN CHIEF, ALLIED FORCES,
Nerth African Theater of Operations, Alglers, Algeria.
Attention: Colonel Julius Holmes
(Through Assistant Chief of staff for Operations)

Subject: Economic Conditions in France and Italy.

1, Attached are coples of two of a series of reports on
Mediterranesn countries prepared by M,I.5., (=2, at the request of
this Division, under date of April 29, 1943, regarding economic and
financial conditions in France and Italy.

2. BEW is in process of issuing reports on currency and
banking problems in Igaly and in Spain, copies of which reports we
will send you ag soon as available. This will probably be within the
next few days.

For the Chief, Clvlil Affelrs Division,

Em‘raﬂ?ﬁm@

Lt. Col., AGD,
Executive Officer
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ITALY

Currenoy.

The standard unit of ourrenoy ls the lira, of 100 centesini,
The DBank of Ilaly has in oiroulation notes of 1000, 500, 100, and
L0 1ire (10 11ire notes rocently authoriged)e These are not oon=
vertible into pold or {ireipn monies.

Small ohaenpe axlste in the form of state notes of 10, 5, 2,
nnd 1 1lire (ﬂﬂbvﬂr H=lire opins antd niokel 2- pand l=1ire oolnse
have heen wikhdrawn and ropleced by paper ourrenoyls There are
aldo alloy oofng of less than one lira value.

in lesember 1937 the currency hed only |, 020,000,000 lire rnli 4 i)
el

aoverages My the smd of 1940, thils was reduoced to 2,601,5600,000,
At the samo time (1940) note olroulation was 22,06,3,900,000 1ire,

danke and Henkinge

All capital is under the direot control of the goveramont,
largely torough a single bank of issue known me the Yank of Italy,
nstablished in 1936, UHefore the war this system gave Italy a re-
latively strong finanolal structurss Ite weakness by ortlodox
ecoonomlo standards was the small zold reserve (see Currenoy).

Jank deposits inoressed durldng 19411 The lahk o ona Inoremged
its depoeits from % to T billlon lire, the Itallan Comerciml Fenk
inoreaged 2 billlon lire, and other ome’'laer banks showed inoreasns
of 1 billion lire eachs Yoat of the swall provinoial banke showed
inoreages in savinge end deposita of around 0% over 1940 fipurea.

Thore erae saboub 11,00 hanks in ltaly, all under tha Cen:ral
bonke Total deposlte at the snd of l}hl wore 146 billlion lirae
Of this, 100 billion wae fron snall aavinpa.

ixohanpre letess

The lirc ia pegpod at 30526, or about 19 to bhe doller, Lnut
ite value fluoctuatos, - A 'black market is kaown to epxists

Polioy of Government Heparding Inflation.

o CRRRLIgT M a3 S B gl
-y ;—I.'q]l._l - JL

1ot IJ'Z"'LUI:!:;L-"—-\.—H\- G et i

The inorease in ourrenoy oiroulation, the shortage of consumir
goods, and the oonaequent surplus purchasing power have naturally
producad hesvy pressurs op pricos, whilah the government hme mnde
numerous but unsucocessful sttempts to relieve, Thure iz a rapbdly
mounting prioe level on nesrly every ocommedity. The resent run on
certain banks, a movement whioh spruad from bombed arems to other
dlstriots, was apparently stemmod by drmatic govermment restrio-
tions on opsh withdrawalss Vpasuros have beson taeken to disoourage
investments in real property and to oompul invesgtmont in govern-
rient seourities.
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Inxes for 19L0-L1 were noarly 25/ of the total national inoome.
Inoreasss in taxation have included an evocess profits tax and the
introdustion, fr the first time in Italy, of an incoma tax on A
gliding somlce

Public Sentiments

It 18 not believed that the [inancial structure will sollapso
even with the removal of the prosent povernment, unless it le over=
thrown by a violent revolutlon. While 1t 1s true that there huve
been runs om scme of the oity banks, those were due principally te
bombing of the olties in whioh the banks# were situnted, The result-

ing exodua of the populatlion bto other arc¢as was naturnlly nnam::pnnT‘zSI

by withdrawal of funds, Bond-selling oampalgns ero neeting with
deoreasing suooess, end i{ndiontions point to the rovernment's having
passed 1ts poak in oapaoity to finenco the war through popular sub-
soriptions,

Seouritias Market,

Since November 1942 mll purchases of industriel end aommor-
olal seourities must he oouplod with &n equal purohase of spooial
3% Treasury Uonds,

There 18 & speoial tex of GOF on profits crialng from tho sale
of real sstate and scourities,

ﬂuﬁﬂgt'

Budpetary doficita, which wore 12,616,000,000 1lire 1n 1693536,
roso to 80,0005000,000 lire in 1941-42, They are estimated ab
9l,, 600,000,000 for 19L2=L3.

Labor.

Supply of labor is mdegquate, It la sufficlent to permit the
export of more than 307,000 laborors to Germanye.

Tho ware level 1# low in comparison to UsS, standards. The
Government, however, hes inorcaacd wages in all oatopuriess In 1979
wapes for aprioulture wore inorowsed from 645 to 0 per oentp in=
dustry, 8 to 10 per pen%) cuumeros 66 to 105; oredit and insurance
6, T, B and 10 peroent; and Stats employews £ to B por oente

In 19L,0 the wage level for oommon lsbor wae 15¢ per houre
Kegently m bonus wea given to a1l labors 1 week for nll industrial
workoers and 19 days for salaricd employonsese

Trnqgnprtltiﬁn-

The Itulien reilwsy position is at prosent belloved to bn
gtrongor than that of Uarmanys Italy hes a highly offioient elea=
trio rail system on hoer main 1inrljnlth modern vleotrio equlpment.
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The shortepe of freight cars is the prinoipal woelmess in
I1taldan reil transportation. The lcoonotive situation vae adequate
in June 1940, but may have suffered sinoe from Uorman requisitions,
dotorioration from laock of proper lubrioants, and fuel shortere
(in the omse of relloarse)s The defloiency of rolling stook ls rainly
the result of Uermany's polioy of teking the hest cars from Italy
on northward haule end not returning #% on hauls to Italy.

IRennse

Food and Bupplias,

Praotionlly nll food is rationed,
Brend 2l 1bsd per month
Yeat 1.5 L] n L]
Cheeso 1.5 " " "
Fatno -y " "
SH_F_:lr 1* (1] L] n

Potstosa lie63% * " "
Qemns and Lontila 2 lbes per month

Alimantary Paste

and liioe He2X! lbas per month
Eggs 1 per weok
Mylk 1%, gtas per month,

All fruites and vepetableos are plontiful, with large guantitlos

4491()

for export. Coffee ia not m nooessity., hine 1s vecd as a substitute.

Unlike some of the Muropean countrica there is no starvatlon
in ltely, and the diot 1g so far ample enough to pravent malnu-
trition.

In 1942 arops for wheat, ocorn, rice, olive oil, frults and rioe
worc exoellents There was n normal surplus in rice, potatces, to-
matoes, fresh vepetables, frults, winu, nuts and ocheowe.

Ganoral Commonta.

VWhile Italy is short of liquid oepital she has nevertheloss
tried to malintaln, by barter sgroements, prinoipelly, a fairly well=-
stabilized inbernationnl Yalmnoe. Inlernelly, the Govermment has
bean able to maintaln confidence in its transmotions. It is not
believsd that finanoial panie will take plaoce unless & revelution
dieintegrates tha intimsate econcelo snd politiocal controls of the
corporative State,

Labor has not oreatod internal dissensions Under the Charter
of Lgbor all oontrmote ars regulated, and the lovernment has heen
henefioent toward the worker, Veges have beeh inoreased but not
ou & level with the inoroase in prices.

Food and supplios are practically sll rationmd., Blaok markots
exiat and nll kinda of fcod oan be prooured at his: prices whioh the
poor oannot affords 8o far there is no nalnutrition or suffering.
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29 193 370

ﬂ]ﬂ"il 25 5 1943,

WA BANDS M FUA THY DEMUYTY CHIEF OF CIVIL AFFAT 35 ULVISIUN:
(Attention: Colonel llaskell)

Subject: Pilnancial Information on Frange.

The following information ia submitted mo requestaed. I 1‘: & -‘}

l. Qurrency.-—a. Fronch.,—Papor notes are issued by the Denk of
France in the following denominations: 5,000 (practically sunpended),
1,000 franes, 500 francs, 100, 50 and 20 frioes. Theoe notes are
practieally fiat money boacked by Viehy muthorily such as it is. They
are not even ccnolderod as being backed by gold but rather by the
netionte capacity to produce. In Octobor, 1942, it wma eati=ated thatl
nll Bank of Vrance gold, except 183,000,000 was outside Metrupolltan
Frange, The {83,000,000 unaceounted for, and 1f in Metropolitun France
in Hovesber 1942, muy be prosuned elther to have boen selzed Ly the
Garmans or to have bean sureptitiously shipped out of the svuntry,
possibly to Swltserland. Reports from the Bank of PFrance state thut
Lhe mold coversge of the notes in clreolation was as followsy Loceo-
bur 31, 1341 = 23.40¢; Hovember 6, 1942 - 20.37%; Deceaber 31, 1042 =
19.,66){, ©Circulation figures are ss follows;
Jung 1940 = 160,000,000,000
December 1V40 - 123,000,000,000
=\ Deceibor 1941 = 270, 144,000,000
1S Ruvembor O, 1942 - 353,109, 000,000

lecenber 1942 = 382,774,000,000
Jamuary 1943 - 385,000,000,000.

This Lneresse is dua Lo an abundange of funds exisilng Lecnuvse of Lhe

businsan stagnetion.

be (urnan.—-Paper notes for use of the (nrman Army and
oivil offioiscle are lasued by the lelichokreditkavne, a special bank of
issue, whioh are logal tender in Franoce only ant the rate of 20 Ifruw.cs
to the Reiohsmerk. These notes are backed by (lerman force.

e rchange ruled.—

late urfieinl hlack jerket
1939 0,025
May 1942 Eb‘rﬂﬂ Bone ) 0.023 0. 0067
ey 1942 (ODecupled sona) 0.02 -
November 1942 - UL Y75
Docentber 1942 - 0.0072
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B muorta on hlaek nmarket nrlees have varied considerably
from 40,005 to 20,000 in 1942 or fron 200 franecs for the dollar to #ap-
prodimately 110 franes. The averkio price 1n 1542 wan probably 140
{renes par doller on tha black market. It has been ruported (unoun—

) med) tlat since Hovember 1942, black market quotutions o the dollar
and pound sterling in France have rioan 354,

be Tho franc wap loroerly peggod to tho dollar. It is nol

anurnn whather or not it 18 pepued Lo the ourk at prasant,
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g Poliey of the Uovormsent reguarding inflation.—8. Lonsllsbte-
ly after the armintice, the Vichy governmeni undertock stron) wwasuros
to atteupt to controvl price levels, The standnyd for prices and wages
{a that prevalling in 1939. Hees in prices are posvible only witn Ghe
peymlesion of the price gmtrol board., The government puroues s policy
of orricultural subaidies bto keep grain prices dowm. Torikera' demands
for increasges in wepes have met with governuwent opposition. Trans-
sctions in real estate are limited and possible with official puralsaion
only. Prices of securitics mud exclunge sctivitios are subject to
poverriaent rogulation. The government conmpels private banks o lnvest
the oversholsag part of their available cauh in state securi ting.,

ba The policiea of the Vichy povernmant hove been uwasuccosn-
ful in controlling the inflationary trend although they Leve rosulted to
gone oxtent in llmiting tue price increetv. based on an index of 1Ud
in 1939, the followlng schedule refleota Lhe trend in prices and the

coatl of 1iving: .
bholosale detall Qost of living®
1939 Aupuot L0 100 1040
Doceuber 127 110 111
1740 Juna 136 120 118
Neoanier 157 132 130
1941 June L7 143 142
Dooeuber 150 151 154
1342 Shino 201 115(0) 1hd,
Ragus? 208 165 167
L filack market prices are up to 25 times officiel pricea,

G Taxpds wore inersnuod greatly in 1242, Puether locreason
For 1943 are contenplated. [Mvidend tax hus been increased Lrom 305 to
3543 salsry taxes from L5 tu 168y production taxas on wines and splrito
from 924 to 25%; lLuary tixes have heen reintro meed, ITnorshaged roverua
ef 22,000,000,000 ia expacted in 1943 over 1Y/2.

4e Fubliy sontdaent.—There i8 oo real conlidence in franoe to-
| day. ‘There is a gruowing publie fear of inflution which began In 1941 sod
which has contimued throupgh 1942. Jeal estate valuss Dduwve advenood
rapidly. &Stock exchange equlitios have sdvanced dea A te mumeroug re-
strictionn oun trwding. The svarage Frenchoan uses every eflort to turn
nle money into tangible susets. There has beet consldersble noarding
of suoh aouete and a great increase in blagk market trading. It had
been reported that on the blagk market peasants have been demanding
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payment in poods or pold rather than in paper (ranca, Lack of wllling
capitul and lack of raw materials for buuinonn hiis brought the country
to an economic standstill, Rialag saving and bank deposits ull go in-
to the purchase of povermment securitiea.

L Sacuritles market.24The volume of stock exchange transactions
for recent yesrs iy not svailable. Due to the blagk markotl and oxtra
leral cales as wall as foreclosures, sny fipures even 1{ availuble
would be wholly incomplete. Oerman lntereats have purehnped cmusitiﬂnr 7
ble blocks of French seenrities in the opea wariet, ol forced bank o
foroclopures and otherrise, Prices of equitles have advangead conaldera-
bly despite drastle rovernmental con‘rol., Varlable revemuu pecuritice
advanced (on an average index basis) from 229 in 1939, v 481 i 1740,
532 in Mareh 1941, 797 in Degember 1941 and 1202 in septosber 1942.
Fixad revenue seeurities rose from 83,90 in 1939 to 84.70 in 1940,

98,50 in March 1941, 100.40 in December 1941 and 99.8 in Septesher 1942,
ivan these prices nre not reflective of wetual valuo since thay have
hosa lisdted by drustic eunirol. In Jane 1942, tha Bank for Inter-
aatlonnl Settlements gtated that quototions on the ulock exchanpe were
werely reqlotrations of "pnominal guotations covoring ineffocted trans-—
action?, Demands are far in excess of offars.

b. fronch seourd tdes merketa are in no senoe free mariets,
The array of povornmental restrictions on tho btrunufer of securltios ia
forrddable. linitations in prices are in offect. At cartaln tines all
rlsve ia otock values are arbitrarily forhidden. Profito wre sub Ject
to spocial taxes, Trading io conplotely artl felal. Severs petaltios
sre inposed for violalions ineluding the confiseation ol sovuritien
legally purehased.

¢. The propertlies of Jewa, JsUaullists and Miraudists heve
bwert subject to ecoulfiscation. [vrued bank foreologures have taken plooe.
yethods used by Gernan interests to sogulre control of fremch securities,
even when ouned by non=-Jews and non-dlssidents, may be gonsideared as
pragtically confivcalory.

6.  Dudpet. (1943 estimates

Heveiue 102,000, 000,000 france
Apuropriation 129 ,000,000,000 franse
bafiecit Z7,000,%00,000 rrance

The sbove appropriations are oxclusive of ocecupation expensas whieh in
1942 vere estimated at 130,000,000,000,

7. labor,--a, The preseace of over 1,000,000 priscaers of war
Lo Gersany bas liaited the available labor supply. The integration of
pranch industry in (ersan economy has decrended unesployment fronm
1,059,000 Ln Getebor 1940 to 98,000 ln July 1942, Wth the treasndous
pressure for the transfer of French worknen to Uermany, 1t wmy be as-
gumed that no unemployment presently exists.

be Gapes bave been ccupletely under jovernmenl contrad.
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Labor end eomployer orpanlsetiong have coaged to function. After Lhe
fredatice wapes wore frosen aud in {4a attompt to control inflation, the
puvernaant soverely liod ted wego increases, HNevertholeas, as the cogl
of living rose it heclue hocessaxy to grant such increases. By the
middle of 1942 the lower wage ocatepory had risan from 501 to 1u0g over
1939 and for the remalning onea from 208 to 30%. Theag Increaasod
varied aceording to the ropion in wiien tho poriter wag &) tuated and Lhe
number of dependents e had. Actunlly, considering the increased cosi

of living, the real wajus ware not increased. This dlsproportionate I

yare increase was uood &8 B nednd of pressure for the migration of
Frenall labor to Oorssiny wWhnars Wpher wapes and more attractive oondi-
tions were offered,

8. Transporbitl on.~~Goraan requlsiti oning, Britlah bosbing, mach
ponnral deterioration consod by owverloading, Lnadegquate repalrs and
shortapge of lubriocsats, have spduced the rolling=-stook of Fronech rall-
ropds to less than tu—-TLftho of the pra—war fure of 20,015 locomo-
tives, 555,235 froijght cars of all types and 44,870 prosonger and
hugeape cars. The preoiss 15 ure 1s Lapossible to deteriine becouse
of tho ecoatimual interchange aof stoek botween France and Ceraany as
traffic demsnda, An estimated 37 par cent of siilled railroad porsvnnel
hoe been requisitionsd by the Geruand.

Yood supplies.--Hven in normial times Contlnontal Frauce was
dependent upon ito eolonied end ethor outolde sourcea, now eut ofi,
for nearly half of its food supplios, and since the Arm, atico the Axise
forces have uyatemutlcally drat ned evervthing possible fron the country,
repardloss ol ColSwHUBNICHI . Alortnges of seeds, fortillser and lnbor,
dstarloration of fnra eguipeent, and & dlalnelination on the part of the
neasantry to produce corops destined for confiscation by the shemy or
tha stote, have consl derably decreassd normal production, Food aninslo
have boen glsughtered to meet Axis and. loeal Jdemands and to provent
thotyr sterving froa lack of foddaer. Transportation failures and td-
ministrative ineffiulancies hive pravented the farmer obtaining equip-
mont, seods, fertilizer and other neceaslties snd have hindered getiing
liis produce Lo parikety where it was budly neaded, Lverything swvailable
from the 1942 cropd, with ke exeeptlon of small smounts of non-
parishables 1llegally hidden on tndivideal forms, hio bean axported by
thw Axls or allocated by the vichy govermonl, Umndar hoavy pressure
from both the Oerman and Viehy reglaos, snd with cousideruble officinl
mid, plantings for the 1943 crops aove been extensive andd conditions
solit to n nomanl yleld, but 1ittle sxcept Ireali va setables will bo
aval lable before late susEwr,

10. pauks and bankdng,—a. The Banque de Frunce, & private
{nstitution under povernment direction is tha benk of currency Lasua
for Francs. 1t scty us a depeaifory for the Frenoh Treasury ol koeaps
the oocupation nceounta with the Axis.

b. Although aotuaily therv is 1ittle or no comerclal banit-
Lag in Frence, the princi pul private Lanks aru um follows; Craedlt
Lyonnais, Hoclete (enerale, Guaptolre d'Escoupte, Credit Liciustriel,
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calspe Hationsle d'Epargne, Danque de Worms,.

ce. Irench banidny Jdogfring calls for the inatalliation of a
gaparata bank for sach peographic 15¢cald ty sorvod. Thus we have many
pFrench banks with aedn offices in Frapnce sorving distlnct Burophali,
pmarican nod Asiatlc arous. In sddition there is a oymton of French
coloninl banks along the line jJust mentionud., Close llalson has been
malntalined with Siss international banking concerms.

d. ponking practices (lonn und doporit lines) have geerid-
17 bean cosservative. The tandency of bank officers and direetors to I 4 / cj
dobble in national polities, local promotions and intemmational Bl
intrigues has bean frequently the cauce of politicel and banking crisis.
A aysten of closely-knit {nterlooking directorates han spread the web
of bankdng econtrol to vital industries, othar banks and mblic utilitlios
both at home nad abroad.

. In genargl, Froneu bunkloe with its nein interesis in
Franch metropole und Axis—occupied conntries has beea pliant and -
posistant to the Axls and to oone extent eollsboiationiat. Those with
interenats abrosd not se. The fLrat group, ke Darlan, would be only
too glad to change et the right time.

¥or tha Chief, Intelligence Gruup:

il- [ !ﬂ\ﬁ;llﬂ‘q
Gﬂlunﬂl' fia Bs '[:l.
gnief, fw-African Unit, ¥IS.
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The erdisary rovervias of the Itelian nationsl povernment lor Ié'j :
the Mecal year ending June ¥, 1940 were sotimsated at 3.4 villion
lire. Yor the meni recent yony for wiich detalled (iparos are avail-
nble, that ending June 30, 1937, out of 31.3 hilllon lire of total
srdinary revenuss, direat taxes provided 5.1 billion, taxes on busi-
poen tramsections 4.0 bAllion, indirect Gaxoes on consusptdon Sed
billion, fisenl monopolion end bhe natlondd lottery Jed billionm and
mlseallansow dubles, Foes, and recedjte 5.0 billion.

The direct taxes wre thoue on farp luds and on Lncome from
md Xdings, the pencrul incame iy, the cogplessntary incoms tax on
bachelors, the wdditional tawx on income at progressive rates, the
' tax on enpital and thooe on agricultural ineope, en improved lands
mrd on loand reserved for ating. ;

Taxes om bupiners trananctions include the important threu
reglotration faeny, stanp duties, and the turnover or sales taxe
411 others are undmporbant individually thewgh appreclable in total
pinoce they ar'e 20 NUmeroule

Tuxes are imposed upen the samufucture of mugnr, spirits, beor,
as well a8 on gas, olestricity, and a mmber of other commoditien.
Bewides specifio custome duticn on noarly wll imparts, a goeneral
duty of 15 jereoent of tiv vidue ip imposed, Export dutles are lovied
ob & meall muber of commoditios, primardly minecula of specified
grouys, end further Custone Office clurges are inposed upon sld
imports and expertas

Figead menopolies in tolwoon, palt, and matches and Lighting
aprdisnces provide revenve elansified by the Italian Covirnment »s
tax receipta, The ssme olaspification is used for the reom pte
from the natiomal lottery.

The wain pop-tax ravenuss are derived as profits from the
aperation of ptate-owned soter rises and from the flrenl nonopoliee,

The tux svetem doep not comply with the ability te pay jrin-
eiplog war clanges in taxes Lave been lnadeguate to weel the risdng
sostay refcms have Lesn wusler consideration.

Fropered by Jirs fe Lo Goutimorth, Divinion of Wonetary Uesearch,
Trﬂul‘m’ '.-l‘.'.‘l.-lu"ln:-"‘l-"m' Heurah 22| 19‘%:"
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-l - Awinion of Monetury
kesearch

The tax adninistration iw o roected and puparviged by the
Mind sbor of Finanoues

Taxen nre sosetinos allocated te specific purposns. SaFo
taren are levied upon the sene Dafde

Fax it 1}

Ttalian budgetery doficites huve been large since 1930, large :
smounts have been apent for programs of dovelopment oo well an for |
the Fihioplan war, the Spsnizh Civil Ymx, snd the present ware

Expenditurer for the fiftoon Dapartnents or Minlstries totalled

40.9 billion lire in 1937 and are eetimated porhepe unrelisbly at

20,3 billion in 1940 dar conts Irwa June 20, 1940 to Juns 30, 1942

are astimuted at 130,9 billion 1ire.

-
-
-
-
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Pinencial atmindistration is the rosponsibility of the Winletry
of Vimanoe. An offipe of this Mimatcy jreparse the hudgot,

The national government is nob peatrioted in fiscal affnirs
by tYe powers of provinges And COMmUNGSe

falol Lo Imdebtednesg

The totel llabilitios of the Itulisn Ooveriment have inoreased

from 126 Hillion lire on Juns 30, 1935 to 210 billion 1irs by
June 30, 1940 and to an ertiusted 350 billion lire on June 30, 1942,

The YTtalisn Covernment has purposely withheld or jumbled the
figuwres for regent increases in alicet~torm debt, AL the end of the
ealendor year 1941, the outatanding dircet and guarantesd bonds
anounted to 14,6 billion 1lirne

Interost on thy public debl resc from 6.9 billion 1ire in
figon)l yoar 1939 to f.£ Lilllon in 1940, and seebatily 10.1 billdien .'
in 1042

Tha totsl dabt ns ontimated for the cloco of 1943 will be
ogusl to mome Of yeurs' national inaone.

roredgn-—owned issuans wre now in deforlts Interest rates are
high on outatunding debt und the goverment's eredit position i
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) i Division of Wenutary
Heaasearch

Erovipeinl CGovernmetits

Provinoes are governed lurpely by the Ministor of tho Interior
through Prefecta who are chooked enly by the power of tihe Prafecture
Counedl to spprove or disapprove the budgat,

Provinulal ravenues and sipenditures nre merged in the national
hudget and ure not pubilished sepuratelye. The autonesy of provincos
fe¢ shown o be nogligible by the fact that they have no debis.

cAtden and Uther Logul Govirmmsntul lnlts

Comrunal coumeils doprinate the muinioipal fisonl pyrteme The mayer
or symito is lesder of the councll, ub lo ulso subjuok te the arders
of the provineial profects Unifomm uationnl deeresr spply bto W citles.
fpme 22 taxas are imponed by Comunal Ufficese Locul Luxes of beonby
of the lurgest cities ssounted to 1,320 million lire in 1937,

1421

Qovernment Osned Eptorprinss

Patrisonlial revonsot declduad from 596 nillion 1ire in 1937 te
273 rillion in 1940« There e mmerous state-omad and smudolpal-owmed
erbaryrisos in addition % the fiscal mencpollve.

M /afe = 3/13/40




vELannd Oovarseallt

(1) Bavenuess

(a) Tuxiu

e et

thug clicary revags " w Thallan wt honyd sornesant wilnh

mora 10,0 Billdun lire Ln W fivoal yvasr awiing Ju W, 1935, o I 20
ar g )

araapas st an avarage rabtoe of 1Lp0kly loms than § bAA14en Lire

yan Lo 32.h billien lire ler the figaal yvaar 1739=l0, Tha Lassetury
&z Limatlon rayanus for ha latbear yess eln e 31,3 biliton
lipd indloats that IL was cponbed that Lo es would belng In 18.h
billion lirae, time nop=bax ravenaay woulo be Gl b 1lion Yira, and
that puosipte Crom sapltal brenssctions wooll @ wint b Ge7 BAlllon
lire, #hilw the Lax aabloaboo pecil 1960 say La agonptsl aB
prasugnsbly rollable, thn Latetl vallabile cetatled resorts Lor An0le
vidial baaap ars Shosn feop Fiscal 1737, Tha [ 1lowlng tadle showe Al
tax moagalinte (b mejJor rougs) of bLha Ikullen natlonsl poverrasant for
tho Clsaal vears anding An L9306 and 1937

ITALY
iAy levanuos
(Fiseal years ending June 30)

. ,J,-}.-‘, L 56
{(Thousants (fhoasands
of lire) of 1irs)

dract Laxes

Tax un Uarm lancs | WV LY, 0K
My ot bulldings j 200 §35, 00
[noome LaX 3 3R 500 155, L0
Tax on baghal ars 100 0 163,500
wgitioral Lex on Ancame 310, 2N 354,13

ax on oapital Q01 K J1G, W0
imgall ansoup Urect Laros j';l,_,_,':_.'&_f __111‘ To0

Toval 591k’ ,200 hy 625,000

Fraparan By ¥r, b, Junald Soulisrarth nee : FTan
vigton of Monetary taesarch, Traasury Deparfisunt paran 22, 1%h)




Taxes <11 bus'‘naps Lranseach' ons

Sugessnlin wdid sorlwaln Lo
Baplatrabion Laod

Stamp cutiss

Papas In lieu of eaplinbyration

mnmsl whanp fao

Hortpage Lax

TaAx o governmant donicaosnions
liurpovar Lax

fay v BAgyralem, subopsblles; eba.

Stadp dabtiss on Shoalprs tiocabs
Jldeng LAx on Lrhkneporhaboon

e o playing aards
Visgallanwous taxas

Tax on radio

Total
Indiract taxos on conpumphlon
Sugnr Aax
fax on aplpeiun
Pe@ir LAax
Hingallanaous conswe blon Lauas
Curtosn dutise okl caroos Jduss

rax on aollfen
Tar on loportad zlaorals olls

Total
Honopolles and lotbary
tubageo, @lds
-|1 L
L4 shbrn
Lotbary
Total
fHacallannoun
Estats duties
ylseallanouus recoiple
¥iscallanaouas (ear

Tobal

Total natlonal Laxaes

Ep{-
S

piviaion

[ Vonetary

teanarah
23T 1436
(housardes  (Theusands
" lre) of 1lire'
s (TN 16k, 000
19,600 L2, 000
162 , 810 720,000

292,000

133,100 137,000
198,200 200,000
1,501,000 1,311,000
15k, 600 L, 000
£6, 100 555000
254 100 153,000
B, 200 {) , 080
604800 Sk, 000
ﬂujjfiﬁ Tﬂlf‘m
i, 505 3 000 h'i_'ifl'l"n"_'p{}
1,121,400 1,005,100
,.L'J‘]_El,"::'_. _Lf'.,;;’HJ‘I-'a
33 b0 29,10
1,081, 5l Tore
],{j:,!.'.—i- Lys -"'.'.r"'
LLl 460 304,000
(110 1,338,000

J.i:_.: ,'{.{K}

pL11,000

2,062,100 2,521,000
324,400 319,000
1004 500 121,000
hl“.n.'m ].';" ,U‘Uﬂ

3,537,000 3,356,000
349,000 522,000

Ll 13,000 1,679,000
201,000 179,000

5y -5’..) g OO0

2l 062,100

?I]-' li‘r’Jt}

19,608,560

1424
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In 19237, the Italian nollenal Vormeant used varloupn dipest

threas Mrom which Lthe aetismated Lotal raoelote ware 5,10.5,1 oblllon

Lie mosl imporbant of this group. 4 brisf disousrien of sach of

Tha Inoome Las, wibh rodaipbs of dp-sdett 2dllion lire, was

lreat teses; in Lhw order in wilah Ghay appanr in Lhe precading

table, lollows (an L¥3Ts Jhber clhehpins hiva bedn -'\,L;i-;u‘,:ll

L

(1) Taw on farm lansis. o Wan im lovied upon the aspopsdad
rontal valma of Larm land excreesad in gold Jlre. The Ohate
inposet a bex of 10 (mrusnb in ourrency upon tho anssssed valua,
In wcdkdition taron arw Lmpaoeda wit Lle sama DaED hy the () omrniniey
anct Provincan, The bax 1o asnsapgad by e Oentral fsossserent
Goomission, and by Ucssonsl and Provivolad Asangweent ©omsds—
wlonse e ragaiyts ¥hown In the natlonad vadgs)l wars 150,80
riilimy in 1937,

(Li) T= o ingoms fram bullolngos. A Sax of 10 porosnt $n
addition Lo Communnl anw Frovinclel leviss is inposed apon Lhe
ot Aneoce from bulldines after deaduct:s rdinary UX LD S,
as Lo water, cas sod lighte, wual sn arollwesry allowance of
1/} of thn prosa Luooee for ket an partlal deproaiation,
Lok dn assossed by Vw dsbrdiat Offloe of Diroct Taxzation,
In 192 Lw rocolpus mars 330,.2 nilllon 1iroe,

(11%) gonsral lnoows Sax, for bhe purpesss of tids Lax, in=
noges are clviaed Inho eix closoedy

Clans Ar  Inturest on log Wiy, LxoHph GErleuitucal lown, is
wAXBE an prons lngopm at Lie rate of 20 osroant.,

Clags Ny hat incomas of wibar i W Ly vy &l
flav rvato of 14 pereaant on all laoosor woove 2,00 lire, In-
comas cabtween 4,000 and 2,100 1ire are wllowad an o mption of
LWEOO 1irn, Thw allowad & sapllon dasl inag by whoans umtd) At
rsaghag serm for inaonon of .E."..'.I'U lira ar ) o P

Glass NITy Incoses Cram aprledltaral 1 ¥t , lase the oaes
Gremptions &8 for Glues B, are baxed at bhe rate of 7 parcant,

Class Cly Inaomas from the practice of Lhe profoasionn,
leps Lha oame axesptiong as for Class §il, are taxad at bLhe pala
of 12 percant,
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Nlose G IT¢ Stdponds and aalarisn of pardons helding
posdtions ~f Lrunbt in priwte eeploywent, laps Lra sane

mxncptione ss for Glage 5, ar tagad a4t Ehe rata of B nar-
cank,

Clams | (u)y ASvipends, peneione, and wvapes pald by
tho 2tate ko ite emuloyoan ars taxed in thelr entiraty atb
b dviiosl a abe ) pUraev.

(b)) Happe of seployass oF JToviasos, (onsunss, organi-
gabdona having funetinns parallal Lo tha Otabn, coolutlies,
rallronds, obe., leas Lne becs asemptions ss for (Qlans 1 are

baxod at tho rate of O peroaiil.

aa of temporary or peraanant labordre .n the esploy
L TPR i L awtd 1oy HBRLe enilrasy ml § &
rate AR ONNG
apan of faborars n the amploy of Frovingad, Gomunes,
pocietins, rallrcads, wta,, (a0 in Class 3 (W) ab ) wre
b at % rabe of L peccent an Lhie basls of Latal wagos
r Lia parion, provides of & Faatly LaAsLs sowm would
geud 4,000 Jire, This ez is not ealleghbel @i nowros,

re;«be repalpte fram the genaral Locosa bex on all

i elasmey vere 3,3910,06 willion 1ire in 19137,
(iv) fax on bashmlorss » Uiged ot of Lo on A g0 teslo
for snamrrliel sen veceann the ages of 15 mad 65 years plus
G0 parcent ol L@ ool s lar + Ly lawvied, ha 1937

recaipte #era 218,01 wi)idon 1iem,

(v) Additicmal btax on lneowe, Aleo aallad aemplonantary tux

on inoend, 4 progragiive rass of tax slaing trwm 1 parasnt
to 10 peroent (n sxposed on botal Cumlly fncome sRUtar o
axguplion of €,000 Lire, +he 1937 reacalpts wars 370,07

willion 1ire,

(vi) fTax sn capital, s Lax Lo das ! &u b warbax on

Lhe LALTARENY Of o3Lisans an sl th of fore. guars hald in Lhe
gountry oo January 1, 1920, This waw & tax lspoded onae Lop
all s of the basle dnta, bat Bue payasata on real aotate war
spraad ovar a 20 yoars poerlaed sl Viose on personual ra erty
evay 10 years, After axwsptions of D0,000 lire, progresalve
ratan wora spplied o the rasclnder of the patrimeny, resgling
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from L,50 parcess Jur € t linpt 1 i Ko 3 0y ]
abiowe 100 millist |ire. Tids 1 rlde i 173800 LLra
in 1907, T6 proastisily ire 1 Wi y 1L,
(vid)  Misoellunaous ddreclh bures,
TAY 1 arriosl r £ - . reamt ]
i 7o M at ! A4 '}
sanl oo " AT il ’ bar allowin Ay A
MiceBh o s e i .
Ml 0 LMoVl iK Tplid 1ial v Wi
rosad, SV eitl) o ) * il H | y AN
wve ol twon anlared An ® oalasLral et =,
Fopd Wi nantAra BT .
Max o T Caparyy r mantlng . ik 3 G e L
ks 1 » 0 i® o Vobhe araa i leposod wpon ail lancds
i gat T hbat o o hnbing,

TR La g | P BNas

@ dlaga Laosous Jdireal Laas

48 illion lirve in 1917,
e Go%al calpots rom e Wi Lrannsg il AU L
. idiion Idre in A037 and wicse derivad [rom tlde varliaty
W fodividusl Leviae, nly he Eore arit
LiRcusAalon,
(1) Begialealicn 'miis, T WA I .
dendin and Gopsteraat § LIWILY [ ar J Aiian, DOLL. et L, L1274
feus vary wibkh Y Imsepoamnt s A i ps
17l uosie Stantan 0o, val \ ' APIR
noelyte 'rom this sour srte TT9.4 iionn 1ire in 1037,

i':ii ;" _".«tn.'.'.'u'h. ETE A NS Thato A4 $
ool Cudioial and otaer &)
a2, L pilidon ldre.

(414)

Yarnover Lax ar salae tan,

rate ol T.% parasent of tha oriob
wimlesales o robell sxawpt Fur ae
goade n Lo vh moRl Lmnporta

aosarity, Aecelipls frus this tu

from sny obher bax In e proup |
adllion 1ire in 1937.
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L1 i n lira in LPAT,.
(243) Dess ta:, he paea of thde Lax on Ghe ranulaob ee of
m“-‘rﬂﬂﬂ & - I
ey La <, Fa o bl ltra v Ul 10 O sergont
glotholle conbent, The e vielded 33,6 c4lilon 1ire in 1l
(iw ) Avanl Lansoan a ANMOL A I Laxyad, Taxuwd arn ispossd Uwon
tha sl diirn off oa8, olectrldlLy, we AubaLit !
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— e el T
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ralpght Ln most owimia Ol Ln ohaar aanan soosadlste o volu iy
mRaaured, saringe, or unite. A panalty dCuly peroant of

e il gy ray be dusogwl of ol Louortn o sl ag

pdboling special barrisrs to tha isgport I %alian snlh g TIART
ara recduedd for lsports from Qountides ceving spenlial Sreade
nigremaants with Italy. Bopides b e spoclids dublas & jenaral

adt valorms Law of 15 garcent le luasad,

Apoet duiles are gullasted om sxporie of slnarale, setal

rritem of iron, pyrites of mino, arude benes, oaledus Lartrate,
rigs; ardle tartar, Jregs o Vilbl, and Ll Mot
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ha apraenta vobarn (o all of Whesa Taves and
ahareen collontec Ghroug! B (Cuatos ffHicae In 15317 B
1,035, iliion 1lire,
[VL} Trie ar guclae, il Tl dmgecirier Gl LMa annoudapiien
L A Te) o) i T:1|.€ Llilon :Jt'-
(vil) Tax on lwported wineal, olly, il Lol chadd
i » e sy e s —————
rrril} TT Loy Ll i J,"er.
;_-'u Shaie o *11”,' Lnm ,'j_;-{;-... B sy :_';:E.j,-t In b i"t'.-l'..,-l n l1 T.', il l\"ll 1 4 2 3
Mbenuly any 1lphsl wollangas, The A, sl g burden
Ll poarer alsasses ahd ere ingompatid ol th o’ Fagnn e
AN Wl walfora, L RRTT | wivlin lottarian as duvion Cpp

)
gitalalng tmablic revicue ls slsa © a noadsesned o0 Y o

that LY anpourapar an undsalrcile ssquisitivoanans in place of
pLrensing guan Lrroaph predusbiviiy.

the follawing bLable L ooloates Lhat part of Kha reoalpta

woilah 18 papardad e bax covenwes by Lhe ILalian govarasant Crss
the Lednl noaoldos A W ralit Mp

; £ babe lettery Lor
the year 1937

aoeiphs in L9)Y
(dlldiome ol lire)

onipald, eu g

Tolisano ;007 . 1 ’
inlt 3121,.1
Lo it LEekting
appl Lanaa LiH .5
Loktery WRELO
Total 3,517.0

gtatn dubies, wlece, lanaous ragdlp'o srd misonllasecus foen
yleland Lhe sloable roturs of J,00)0 sdllien lire in 1937, At Jount
19 o 2 different cdnde of vesaiphe reansin: fros deductions for
ponsglong of Jnkte mgclayeas to tha momaal profits of the postal
BAVLIRgy ek e Analuded, Thoe cats svallable as nok persdit
adeguiLe olscussion of aaoh o Ghese sourasd.

(b)) Ronstax eovaniesy

hile Laxes provide the Inalian naticaal goverpeant with 79 to
LO pereant of L% arainary reavenusn,

Lo pregueioks from other sedirouns

are ap racliable, The aouree (s #ndol tn i} fgures for




tavas Ln 1936 and 1937 wars « ot 1 . ! fyo L
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) eLiietng Sf Ehin ata J T oasgl g1 '-f-.."f' o
Loy Ui axbtinaten ek L CUEE
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tatm=crnel gntor.riboe In sindng, sreures, landn, fuobories,
i iilic baag 3 Al \'_",, R e, 3 g B, . Rl Latmbda k. s Lvlvandg
ptata oonuelbukiioae Lo Lia g dbel o0 warliow JBiniesiup vieloded a
roturn of 293 wllilon Jirg tn LUYT, ' goal Ly L onbiated
raturne wirs 232 1#llllon lire, Tae st prolibs obf tne flogal
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Forewerd

The monetary and banking problems vhich would
confront Allied forces occupying Italy will be far more
complex than those encountered in French HNorth Africa.
Advance planning and close supervision over the local
banking structure by the occupation authorities will be
necessary to meet the following major problems:

1. If occupation of Italy is graduml, the oc-
cupled parts of the country will be cut off
from the financial center of Reme for an in-
definite period of time. Partial control of

the territory will make it necessary for the
occupation aputhoritiecs to initiate and svper-
vise a reorgonization of the exdsting mone-
tary and banliing system.

After total occupntlon, extensive supervision
will have to be exercisod over all credit in-
stitutions and thelr personnel until Fascigt
~ and other anti-domocratic elements have been
eliminated or brought under control.

The impact of the war on Italy's financial
system hus been so far-reaching that continued
operstion of the credit institutions will re-
quire active intervention and assistunce on the
part of the ocecupatlon authoritics, or of Allied
govornments,
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Summary of lecormendations

T. CHURRENCY

In order to provide for the currency reguivements of
an expeditionary forca iy Ttely, to sssure adeginle gupplies
of curroncy for the local civilian population, gne to grard
apainst onomy sabotage, the following rocommendations are
miclos

1., Frepara in edvance adequate cuantitice of dollar
noten for the immediste requirements of the expeditionary
feree, Such dollsr notes chould be clearly dintinsuishable 1:}5’1‘
from votes eiroulating in the United States, and from thoso
cireulating in North Africs. They should he dealared full
legal tender in the occupicd Italian area topether vith all
1ira rotes. It should be made clear immediately that no
dollars oxcept those dishursed In Italy {1l Le acceptoble
to the banking authoritiet in Itnly, and that corversion of,
or transszctions in, other dollars will b pubject te atrict
limitations and control.

2, Prepare in wdvance a new lirae iscue to supplement
(or replice) prosent Ttallan cusrency in the cvent that the
note printing fucilitics in Komo romai in the hunds of the
enomy for a conpiderchile period of time, '

3. The now lira notep should be placed in ireulation
in occcupled terrlitory.

4e The occupation forcas should hegdn to use lira cur-
refcy ror thieir ovn digbursement requirements as s0on £ thn
offices of the Danl of Italy have boen reopaned I accupicd
territory.

5. Tn erse of an oecvupetlon of Italy vhich is p rtial
and protructed, nll 1ira notes of 100 Jire md above should
ba recalled in order to puard againet cnery sobotigu. Iiy-
ceaslve note holdings should Lie eurhed,

11. BEXCHAI'GL: RATE

In ormder to permit the convorsion of dallaras Into lirs

by Allied forces in a manner vhich minimizos vidgturbance of

ceconomio and soeial concitlons, 1t is8 recomnendod that:




g ?

-ii~

Immediately upon entry inte Italy, the oceupation au-
thorities establich by preclamntion, an initial official ex-
change rate within the range of 30-50 Iire to tho dellar.
This rate should be rigidly enforced for all foreign and
domestic transactions. It should be revised upon the esto’ -
lishment of military govermment and the resumption of day-
to-day econcmic activity.

IIT. CONTROL OVER CREDIT IVSTITUTIONS

Tn order to provide control over all banking and ercdit
institutions during the period of cccupation, and tempororily
to replace, or dupplement Italian governmant apencies in the
occupied areas, the folleowing recommendations are made:

l. Esztablish n Bank Contrel loard to decide upen all
mattera of banking and credit poligy, and to insure coopera-
tion between Italian institutions and occupation authoriticn,

7. The Harnk Control Poard should be eorposed of com-
petont Allied porsonnel and should include a Commissicner in
charge of the Indpectornte for lavinpgs and Credit, a Commis-
nloner attached to the Bank of Italy, and a finance ofTicer
from the armies of cccnpation. The oard would seek the ad-
vice of local Italian hanking and other ceonomic dnteraota,

3¢ AllL poverc foimerly exerciscd by the Italian Inter-
minicterial Committee over the Inspectorate for Savinps and
Credit and by the Itnlian Government over the Bank of 1taly
should be delepated 1o the Bank Gontrol Bonrd,

4. The control functions formerly exercised by th
Inspectoratu should continue to be carrled on by the suie bordy,
subjeel to supervision by the Allicd Commissioner. In the
performance of thatie functloneg, the Commisuioner would have
at his dispozal the focilties of the Bank of Italy whieh 1
the organlzation actunlly in charpo of earryins out the tech-
nieal operctions of the Incpectorate.

IV. COTITRAL BATK

In order to asuure an immediate repumplion of monetury
and banking operations in Ttaly and the eutablishmeont of co=
operation beturen ocoupntion and loecal autherdties, 1t 1o
rocommendaed _that the following measures be adopted vith re-

gard to the Bank of Italyy




1. Administration

a. The occupation authorities should, immediately
upon occupation, assume full conirol over the Bank of Italy,
and delegate authority over the latior to the Bank Control
Hoard: the Board would excrcise this authority through
members who would be attached te the Bank of Italy as Com=-
misslonors, 5

% The Commissioner shovld reopen the branches of
the Dank of Italy as soon &g thuy have come undor Allied con=-
trol.

c. Ao soon a8 m chiel office of the Danlc hes como (
under Allied eonbrol, that ofiice should bte mnde ro ponsitle 13-.'7 .
for the operaticn of all branches in the occupied nren.

d. Vhen two or more chief offices huve come under
Allied control, a temporary Council should be formed to as-
sume the policy making funcitions of the Hoard of Directors
of the Bank of Italy. Administrative functions of the Cen-
trul Administr tion in Rowme should be delognted to the chiel
offices,

¢, Reesteblishment of the Central Adminjstrotion
of the Nank of Italy, under supervision of the occupation au-
thoritics, should take place after occupation of Rome or
after the most important chiel offices of the Dank have comc
under Allled control.

2, Operatlons

The locnl estalilishments of the Bank of Italy in
occupled territory should resume operitions, aubiect to the
follovitng conditiona:

a, A1l accounts oripginating before the date of
oocupation should be blocked,

b, Provision chould be made for the gronting of
extraordinary credit facilitios to commercial brnke,

c. The Bank of Ituly should make ndvances to tha
ocecupation autheritics npgninst promissory notes which would
be subject to future settlomunt,

d, Defore confirmation in office a olose examl-
natlon should be made of the political reliability of all
expoutive officors of the Dank of managerial roank and above,
and all members of the Fourd of Regenta anc the Committee
of Counselorn,




V. CREDIT IMATITUTIONS

In order to assure satinluctory operntion of the banke-
inp system, to provide erodit sasistinee Yor prodnctive enter-
prise, and to meintnin fncilitics for savinge, the following
rocommendotions are moued

1. The Comminsioner attached to the Inspectorate choul
reopen banks and designate temporary hoasd ofTiced,

2« In caves of urgent need, the banks should be peor-
mitted to borrow from the Bank of Italy on the security of
aosets not now eligible for advances and rediscount.

J« The bonks should suspend payments fnd tranalvers on
all enemy acoounts, and furnioch the Inspectorate wvith complete
details of such accounts,

Le Vithdrawals from bank accounts should be restricted,
1f this i necessary to check inflationary trends, or il a
bank is not 1n p aulfliciently ldiguid position to moet with-
drawal:,

5. All apcvels acquired by banks and eredit ivatltutlens
gince 1935, as a veunylt of occupation or penetration ol non-
Itallan territory, should be blocked pending subsequent settlo-
ment of elaims and counter-claims,

6. A provisionsl morcstorium should be declured on all
outstanding credits secured on var orders of the Italian
Government., '

Te A new central administr tion should be establiched
to take charge of ull local offices of Lhe Podtal Cavings
Hank in the occupied area. In ordor to enable 1t to meetl
vithdrnwals on & limited seale, the Iank of Italy should
grant te this cerntral administraticn a loan aguinst elaims
of the Poustal Savings Bank in. enemy-occupied territory.

8., Tho Bank Control Board should suspends the oporations
of all public and guasi-publie special lending agencles, and
designate the Bank of Italy au trustee., Special Intermedinte
and long term projects undertaken for account of the cccupa-
tion forces should be financed by a consortium of banks, head-
ed by the Dank of Italy.




VI. FORFIGN EXCHANGE CONTROL

In order to sever all financisl connections with the
gnemy, to prevent a flight of capilel from Italv, and to
repulate trade and other transsctions between Italy and Al-
lied or neutral territories, it is recommended that:

1. The occupation authoritles vest the Dank Control
Board with the right to issue directives with respect to
foroign exchange repulationsa,

2. The Bank Control Board direct the Bank of Italy
to resume the administration of foreign erchange control,
The Allied Commissioner attached to the Bank should be vested
with supervision over all such operations.

3. All transactions with enemy or enemy-occupled terri-

tories be prohibited; transactions with Allied or neutral
territories be made subject to previous authorization.

VII, SICILY AMD SARDIIIA

Additional or special recommendations regarding the
islands of Slelly and Sardinie are glven in Appendices E and
F.

1396




T, CURRENCY

A, Present Conditions

The lira, (symbol Lit.), subdivided into 100 centecdmi,
is the monetary unit of Italy and of all Italian possessions.
Currency now in circulation in metropolitan Italy consists
of (a) bank notes (biglietti di baneca) in Henominations of
50, 100, 500, and 1,000 lire isiiued by the Bank of Italy;
{bj special notes originally dssued by the Bank of Italy for
Ttalian Tast Africe of the same denominations as the orainary 139 [
bank notes: (ec) state notes (bigliettd ﬁi_ntatﬂ) in denomi- J
nations of 1,2, 5, and 10 lire igpued by -the Ttalian Ministry
of Finance: and (d) coiny (possibly also state notes) in de-
wominations of 5, 10, 20, and 50 centosimi also issued by the
Minletry of Finance, All notes and colns are-printed or minted
in Ttaly, in estaplishments situated in Tome, Florenece, and
Turin,

As of Decembor 31, 1940 the total bank note circulation
amounted to 31,306 million lire, while state noted and coins
.amounted to over 5,000 million lire, The estimated noto cir-

culation for the ead of 1942 is 50 = 60 billion lire, Mo
breakdown by dencminations is avallnble,

B. Problems Facod by An Expetiitionary Force

The three major currency problems which would confront
an oxpeditionary force in Italy are:

1. How to sccure sufficient currency tb satisfy the
disbursement requirements of the Army Service Iorces (formerly
the Services of Supply), the members ol the expeditionary
forces, and of the occupation cuthoritier.

2, How to provide adeguate currency to meet the re-
quirements of the leeal population, during a period of pro-
longed partial occupation of the territory. In case of pertial
occupation it must be expected that the sources of supply for
local currency will remain in enemy Lervitory. Shortages of
local curroncy may arige from:

a. normal replacement demands coused by the deterior-
ation of paper notes; bl s

b, incrénased ctrrency demandu due to'rising prices;
and -
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inereased hoarding of currency on the part of'
the local population owing to militery, politi-
cal and economie uncertaintien,

Ca

3, How to punrd againot cconomlc sabotape in case the
sources of supply of local currepcy remain in enemy territory
Porn cengidorable pericd of time, If the note printing fa-

"eilities remain in the hands of the cnemy, it would be easy
for the enemy to [inance sabotape, and to flodd Allled-oc-
cupied arcau idith bona fide currency.

Co. Hecommendatlions

1. Advance pre on, The following recommendations re-

quire advance preparstion:

. Dollar notas.

A special dollur iszpue clearly dictinguishable from the
dollars eirculating in the Unlted States and those lntroduced
in North Afriea, should be prepered in'advance for use by the
expeditionary forces, Such a disthbot issue is necestary in
order to facilitate the enforcement of foreign exchange regu-
lations, control cupital movements, and to prevent the enemy
from utilizing stocks of other dollars,

L, TIdra notes

"

An attempt should be made teo find out whether the lira
notes withdravm by the British authorities in Ttalian Fast Africa
and in Libys are still available, and what proportion is in good
enough condition flor further usec. These notes should bo placed
ot the disposal of the occupation authorities for use in ddlo=-
bursements or in meeting the currency requirements of the locel
population in cccupied arcas,

New lira notes in denominations of 100 and above' should
be prepared by Allied puthorities 1o aupply the currency require-
ments of the occupation forces and the local population in casie
of a prolonged partial occupation of Italy. These notes nhould
be cle:rly distingulshable from lira noten now cirqql:tinp in
Italy, and should be produced Uhrought the rhoto-of'foet TocEid.

2, Occupation lieasurecs

Fhase of military oporations

by
OX=

ariod of occupation, an American
npecial

se dollur notes, identified by o

During the inftial p
peditionary lerce yould U
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mark distinguishing them from notes cireulsting in the United
States as well as' in North Africa.

The occupation authorities should immediately issue a
proclamation declering the specially merked dollar notes full
legal tender in the occupled territory, and sharply defining
their areas of circulation.

Dollar currency should not be used for larpe-scale pur=
cha=es of supplies, which should be effected by promissory

notes payable in local currency as soon &S the banking aystem, 'j>') );)
il

has been reconstituted.

b. Period of occupation

Instructions should be issued te the local banks by the
occupation authorities to retain only a minimum cash reserve,
and to deposit their excess currepcy with local offices of the
Bank of Ttaly, This messure would provide a special source
-of currency tc meet any new ot additional requirements by the
civilian population, Maximum allowable cash holdings of the
banks should be def-ned in relation to their "free' deposits,
i,0., total deposits minus blocked accounts (see V, B, 1)

As soon as banking operntions are resumed in occupied
areas, the new lira notes which have been prepared in advanco
viould be furnished to the Bank of Italy in occupied territory.

The occupation authorities would obtaln the required
amounts of lira currency from the Bank of Itaely against pro-
missory notes subject to future settlement,

¢, Prolonged partial pocupation

In case of a prolonged partial cccupation, during vthich
the printing facilities for liry notes remain in encmy terri-
tory, notes of 100 lire and above should bhe repleced by new
1ira notes. This measure viould render it more difficult for
the enemy to use the lire printing facilitles at his disposal
to finance cconomic sabotage in Allied-occupied territory.

Such sabotape is likely to be financed by notes of high denomi-

nutions. An alternative measurc--overstamping of oxisting notes--

requires ogquipment and personnel facilities vhich are not liko-
1y to be roadily at hand,

The oxchange of notes should be supcrvised by the Bank
Control Borrd, as tho Allied supervising apohcy over nll mone-




tary and banking mattors in occupied territories (see III,
B), and should be carried out by the branches of the Bank
of Ttaly and other banks which have reopened under surveil-
lance of the occupation authorities,

Short time: limite should he sot for the exchange of
notes in citiesa, and somewhat longer periods for rural areas,
After explration of such time limits, old notes should lose
their legal tender atatus., If it is desired to aveld hard-
ships caused by the shortness of the time limits, expired
notea may be declared as acceptablé during a short period at
offdlces of the Bank of Italy against a blocked deposit; de-
posits ecould be unblocked when adeguate proof has been pro-
vided that no enemy interects are involved,

In order to counteract inflationary tendencles, no
individual ghould:be allewed to exchange more than-a glven
limited amount of cld currency inte new ocurrency. The our-
rency holdinpgs not oxthmnred should be eredited into bank mc-
counts, vhich would become subject to the same withdraval
limitations as have been appiied to all ordinary bank mccounts
by the Bark Control Boart.




IT. EXCHANGE RATE

L. Present Conditions

The Italian lira has a nominal gold content of 46,77
milligrams of fine gold, established by monetery law of Octo-
‘ber 5, 1936, and an official dollar parity of 19 lire to the
dollar (lira = (0,0526). Prior to June 14, 1941 (last offi-
cial quotation of the Italian lira in the New York markot),
official buying anu selling rates for dollars;, for transactlons
authorized by the ' lional Foreign Exchange Institute, ranged
from 19.80 to 25.2% lire, the discounts Trom the nominal parity
ranging from 5 to 2! percent, Italian bank notes in the l'ew
York market were quoted in 1941 at c¢round 30 lire to the dol-
lar, or at about 40 percent below the neminal parity; 1t should
be noted, however, that the export and import of Italian banik
notes were and contiaue to be strictly prohibited.

The Britlsh authorities hnve esteblished in Italian Fast
Africa a rate of 4F0 lire to one East African pound, and, thore-
fore, to pound sterling, for small change lire. The same rate
of 48O 1lire to the pound sterling has been established in Libya
for the exchange of all lira notes egeinst Pritish Military
Authority currency. This would give a cross rate of 120 lire
to the dollar.

B, Froblems of Cccupation

Latablishing un acecurate exchange rate is o very diffi-
cult problem even umder normal conditions; the numerous and
complicuted factors vthich have to be taken into account range
from the prices of the goods entering into foreign trade to
differences in the yleld and safcty of investment capital as
between various financial centers. Under the impact of war
the problem bacomes praoctically insoluble for three obvious
reasong, Pirst, war leads to & Tupture of trade relations, and
this, in turn, destroys the major bases of comparison neces-
sary for a correct computation of exchange rates, USecondly,
differencea in the rate of inflation as between ecountries render
practically useless old basea of comparison, Finully, the ne-
cessities of war bring sbout n chunge in the fundamental econc-
mic structure of a country and, thercefore, in its reole in world
commerco, Thus, a country may emerge from the wur as a poten-
tial exporter of foods it formerly imported; or the needs of
converting ite wartime cconomy to a peacetime basis may make
for an obnormal and temporary schodule of import requirements
und for a limited and purcly provisional range of export cupu-
cities. '

The fixing of an appropriute exchunge rate for the initial
perliod of occcupation of a country by American or Allled forces
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presents additional difficulties because the relevant factors
which have to be taken into nccount differ Padically from thoss
which prevail when-normal coonomic actdvity i rosumed, Thile
an areg is in the zone of combat, or is in the immediate zone
of supply of the armed forees, ordinary commercial considera-
tiong are of little sipnificence in determining economic lile.
Military necessity lo the dominant lactor, and influences di-
rectly the smount wnd channels of the supply of goods coming
into, or leaving, a country. Consideretions of military neces=
gity are likewlse responsible for the distribution vithin the
arta of goods and sorvices as between olvilians and the Army
Service Forces (formorly dosignated as Services of Supply.)

In the initial period of oceupation, therefore, the rate of ex-
chanpe, or modifications in it, can have 1lttle or no bearing
on the volume and flow of imports and exports, or on the inter-
nal distribution and prices of commodities entering foreipgn
trade, The fixing n!' the initial excharpge rate should conte-
gquently. Le guided, not by erdinary commercial criteria, but
by more relevont factors,

During the initial pericd of occcupation an exchiange rate
serves mainly tuvo ends: &) to convert the currency of the oc-
cupying forces into 1oceal money for the pirpose of paying lor
poods and services rendered by local inhabitante to the Army

ervice Foreces and b) to conveort part of the monthly pay of
the troops for the purpose of enabling them to make purchases
in local markete, To meet these ends,' the initial rote of ex-
change has to meet three aimple criteria:

1, The rate must be convenient, i.e., it must be In round
numbars, or sacily diwvisible, for purposes of conversion by
soldiers and civilians alike,

2« The rate muat he aceeptatile to, or munt not arouse
the hostility of, the local population, Im view of the role
of the American and Allied armdes as liberating forces, this
consideration is of utmost importence. Ii excludes the fixing

of rates which are sugpestive to the local popul: tlon of ®exchange

profitecring", a method usually resorted to by the Axls in its
syatematic expledtation of conquered lands, Tho rete adopted
crhould, therefore, be one which uppeary, or can eavily be ex-
plalned ag, fair; this should be dore even 11 the rate adofited
should involve an "undervaluntion" of the currency of' the oc-

cupying forees.

3« The exchunpe rate must be sueh as to have the leazt
diaturbing effeets on local monctary conditions, At the time
of llberation most enemy-occupied tervritordes nre likely to
be in the grip of inflation. Preceution must be token apainat
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aggraveting scriously: inflationary eonditions through fixing
an exchange rate which booots tho pay of the troops in teims
of local currency and, therecby, their cxpenditures in local
markets,

The erxehange rate dotermined in conlormity vith the laust
two considerations may moke for relatively heavier outlays in
torme of the eurrency of the occuwying forces. This will make
no difference in the case of enemy teriitory because the vhole
outlay may be borno through an aventust occupntion Jevy. In
the case of friendly area;, on the other hand, the cxtra out-
1ay will be more thin outwelphed by its beneficial psychologi-
cal as woll as monetery repercucsions,

. FHRecommendations .

1. The cornailerations sct forth in the preceding scc-
tion militate apalrst the enteblishment in metropolitan Ttaly
of an exchange rate derived from the rate fixed by the Iiritish
in Itallan Eeet Africa and in Libya, The specifie reasons why
the rate of AUO lire to the pound sterling, or 120 lire W0 the
dollar, would be inappropriate in Italy are the fellowing:

“ . @m. This rate originally fixed in Italian Fact Afwice,
constitutes a penaliy rate. Topether with the provisicne re-
stricting the legal tender status of the lira it was desigried
to drive 1ira currency out of cireulation,

b. 1In esteblishing tho rate in Enst Africa, the Trdt-
{sh authoritisas took into account the black market rate in
Addin Aboba in the apring of 1939--350 1lire to the pound siterl-
ing, This black market rate was a purely spoculative rate,
and bore 1itile or no relation to cconomic factors arcl purchas-
ing power paritiecs. The official price indices for Italian
East Africa indicate a rise of about 70 percent during 1940-~
the year preceeding the Rritish cccupation--as agninat an ap=
pracintion of the pound sterling of 530 percent imposcd by the
British authorities,.

¢, The position of metropolitan Ttaly diff'ers from
that of Fast Afrien nnd Libya, Dthiopin was schoduled to re-
turn to its former political status: the political future of
Libya ia still unvettled, In both caces the atatus of the 1ira
ns & currency medium was uncertain, whoreas this is not true
of Ituly. Furthermore, price inflation in motropolitan Ttuly
has not progressod ns far as il had in Fast Africa und Libya,
nor is it likely to do so within the foresecable future oving
to stringent controls, Vholesale price agnd cost of living in=
dices hased on officinl figurev for Italy rose by only about

1392




3 £ 4

e ﬂﬂ-

30 to 40 percent between 1939 and 1941, and, by the beginning
of 1943, they may have reached a level upvard of 70 parcent
above the prae=var standerd.

2, The initial exchange rate for the lira In Italy
should be within the range of 30 to 50 lire to the dollar (3.3
to 2 cents per 1ira). The exact choice within this range would
depend on exchange, monetary, and other developments between
now [ﬂpril 1943) and the lavasion of Italy. In view of pre-
vailing conditions a rate of 30 lire t4 the dollar, involving
a 36,7 percent devaluntion of the 1ire, would not be inappropri-
ate now, The outer 1limit of 50 lire to the dollar would make
the lira equal to the present value of the French franc,

3. The exchanze rate should be announced in a proclama-
tion an soon as deollar currency is introduced into Italy. Any
transactions a% dii'forent rates should be declared illepal,
Frovisicnas should be made for {ree exchange by local banks of
dollar into lira notes at the official rate,

L. The Bank Control Board (see IIT, B) should be charged
rdth the supervision of all demestic exechange transactions,

5. VWhen military government has been estublished, day-
to-day economlec aci® vity resumod, and American and Allled forces
are in position to ienort to lira currency, then the inital ex-
change rate should Le revised in accordance with ordinary com-
mercial eriteria and on the basis of the full economic data
which will have then bocome availablo,




S b |

-G

11, STATE CQIIROL OVER CREDIT INSTITUTICKS

A, Present Orpgenization

The control of the Italian Covernment over all credit
ins titutions is extremely strict and far reaching, This
control 18 exercised by the Inapectorate for the Defense
of Savings and the Granting of Crodit Facllities (Tapettorate ;
per 1ln Difesa del Risparmio e 1'Esercizio del Credita) I\]Jf
hereinafter referred to as "Inspectorate, established by
Royal Decree = Law of March 12, 1936, No, 375, as amcnded by
Royal Deeree Law of July 17, 1937, No. 1400, The Inapcotorate
is a povernment body, operating under the directions of an
Interministerial Committee consisting of the Prime Minister
and the Ministers of Finance, Corporations, and Agricul ure,
with the porliciprtion of the Governor of the Bank of Italy,
The Governor is ex=officio heqd of tho Inspcctorate.

The Inspceiorate cxereiscs its functions primerily
through the bronch orpenizations and porsonnel of the PRank
of Ttaly, It hag only a small contral staff in Romc.

The suthority vested in (he Inspcotorate applies to oll
crodit institutions enpapged in the colleection of gavings, and
in the cxtension of short, medium, and long term crodit, and
epplica as vell to stock exchanges and brokers, On the othor
hand, the Banl of Italy, tho Postal Savinge Benk (sce V,A.)
snd the Institute for Industrinl Regonstruction (soc Appondix D)
orc not subjuct to the conlrol of the Inspoctorgto.

Tho major functlons of Lhe Inspecloreto arcs

le To authorize the use of the wmords bank, savings
bank, crodit, savings, ond the like, in the titles of crcdit
ingtitutions under its Juriadictions,,

2y To kacp n l‘n.pirl't-L'I"CJnf&lJ. institutions engoged In
the colloction of savings and jrinting of crodit focllltica,

3, To licunse the incorporation and oponing of credit
institutions ond ropulete tho distributicn of thelr officcs
ond brionehos .

4ba To supervise gnd dircet cll ectivitlos and opcra=-
tions of crodit institutions, with spuelnl rogord to (a) the
igsuo of sveuritics of any kind; (b) the maxdmum end ninlmum
rrtes of inturost on dcposits, locns cnd advonecs, and condi~
tions for deposit rnd current nceount operotions; (e) thoe
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commisrimms chrrged for virious banking scrvicesy (d) tho die=
tribution between the verdous entcpordcs of crodits and invent-
monta 3 (¢) the rotie butween the nggrc[ vbe cepltel ond roscrves
and the invgtmenta in roal ostote and shireos (£) the ratio
between the apgreecate capital and reserves nnd the other
1iabilities, ond the possible lormes of employment of deposits
received in excess of the amount corresponding to the sald
ratio (¢) the line of credit extended to any individunl
borrowers (h) the epecinl bonds depesited in the form of n
blocked accomt et the Banca d!'Itnlin by nevepers of eredit
institutiona; (1) the technicel forms in viich the bulence
gheota nnd periedir reports of the credit institutions cre Lo
be drawn up, ond wlo datem nnd rules prescribed for the prosen=
tation of these reoorts to the Inopectorate,

5« To supervise the cmalpomation and liquidetion of
«ogredili instiluticno,

6s In cuse of seriocus irrepularities in the menogenent
of a credit institution, to suspend the edministrative orgins
ond ngsume direct control by :sppointing one or norc commis-
gioners ond nominoting o supervisory committec,.

7« To undurtake examinctions ond inveatigrtions cnd
apply fines und pennltics, i1c1hd ine the suapenaion of hi her

officinls and mencgers,

. 8, To nuthorize the issuc of seciritics of any kind ind
repulateo thedr cdmiseion toy; and tremsuetions on, Italion
stock exehanpes,

B, Rocommendotions

The follovwinp roceom endaticns are bnsod on tie nssump=
tiond: a) thet the oeowmpetion of Itoly will be gredusl ond
thot occupied prrts of«Ttoly 411 he cut off from the fineneinld
conter of Rome for an indeterwinate period of iime; ond b)
thrt the ocoupction nuthoritics will wish to meke use of the
sexdsting lepel and teehniesl fromework of conirol,

l, It is recommonded thot the ocecupetlion
outhoritics ostablish ¢ Baonk Control Docrd (Comitate pur 4l
Controllo Buncnrio) to cusume functions form rly excreised by
the Interministerinl Committeo with roprrd to banlas ond crodit
institutions, and to ensure full cooperition botwoch loecl
orcdit inotitntions end the occupation nuthoritice, In nddi-
tion, the Control Bourd should cosume the powirs uxerciscd by
the Italinn governmont over tho Brik of Itcly,
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2, This Doard would be composed of a &gr.EE:Ls;u:i onor in
charre of the Inspectorate, a Commis:ioner to the

Bank of Italy, and a finance officer from the Civil Affairs

Section of the drmies of occupatiens The nmanngers of the

chief offices of the Banl: of Ttaly in the occupied aree

would be attached to the Borrd in an ecdvisory capacity, The

advice of the reprisentotives of local economle interesis

(0upsy bankifig, arriculture, commerco, industry, and labor) ol
ould bé soupht by the Board =ith repard to specific problems, IJJLJ

3, The Board should issue dircetives of policy 1o be
exceutet by the Comnissicners atiechod to the Inspoctoroie
and to Lthe Benk of Italy. It should heve authority to veto
any measire token, or decision ndopted by tho Inspoectorile and
the Bunk of Itnly, espceinlly vdth repurd to the investipo-
tion and confirmetion of bunk officinls, tho rcopening of
benks, and the approval or refusal of louns by the Bank of
Italy to othur benks,

4+ The Oommisaioner in cherge of the Ingpcclorate
should bé vested =with tho ripht to supervise rll binke cnd
ercdit institutions other thon tho Bonk of Itnly, control
their internol administretion, wnd coordinete their policics.
His tctivitics should be dirceted towwnrd comiring clesc
caoperation botreen eradit instltutions end the occupntdon
authorities, He should direct ond nuthorize the rcopening
of bonk offices, apyreve the catublishment of tomporcry hood
of'fices, hovoepovers to dischirpe the min/ per and p raonncl
of brnls, btnd supcrvise £11 benking operations, including |
florcirn exchenre mottors in acecorduince with the orders igoued
by tho Bank Control Bourd. In the purformanco’ of his dutice,
the commissioner ~ould melo wc of the teechnlerl cnd poerson=
nel £ocilitice of the Brnk of Itely.

5 ‘Phu functions of the Commissloncr ntiached to tho
Benk of Itély are discvsscd in scetlen IV, B,l,




TV. CENTRAL BANK | _

A, Present Conditions

1, Iepal Stotus, The Bank of Italy (Bancn d! Italin)
1a the central banl and sole bank of igrue in Italye DBy
deerec law of June 11, 1936, No. 1067, it wes transformed
from a privately ommed joint=otock bank into & toihlic law"
oredit ingtitution (Istituto di Diritto Puhhlicag, gubjeet
{0 specinl lepislation. Tt has & eopitel of 300 million
1lire in re istered gheres held by public and private bunks=-=
the credit institutions of public law, banla of '"notioncl
inlerest", savinps bonlks (sec V)==ond public and private
inairance institutions.

e Benk of Italy wos oripinolly created o8 © rugult
of the merger of the several banks of issue vhich existed dn
the vepious Itolien stetes prior to the wnification of the
country. During the past fifty yoars the Bank hoo, on the
wholo, escrped control by speeicl interest groups. It hos
bocome lorpoly o technical institutiony autonomcusly mannpod,
~nd dominataf by burceucrriie elcments ho, ponerally apoaldng
gorvad the Government thet a8 in poivTy and triced Lo oveld
potive porticipotion in.controversicl political issucs.
Covernment interforonce in tho intornnl administration of the
Bank hes been on the hola, rothir smedl. fhe Bank of Itnly
s continued to rocruit its porsonncl dircctly, 1.0., out=
aide the Stote Glwvil Scrvice and the Feseist Workers Syn=
Mortos 'Tts higher offictrs have, as ¢ Tuly, been reerudtod
from cmong. the rinks,

2,  Administrotion. The orpenization of the Bank of
Ttcly is controlizod in one Central Adminis trobion
( Amministrnzionc Centrelo) in Rome. This controls & necb=
ork of 13 ohicf officua (Scdi), 71 branches (Stecurarll),
and 44 afoncics (Arenzia).

A. Thoe Contral Administration dova not conduct bonlk=
ing opcrations but dircetly controls the cotivitiis of tho
chiof officce and brenches, I is rdminiasterod by o Bonrd of
Mreetors cnd three cxceutive of ficcrs. The Boerd of Dircctors
(Consirlio Superiore) conaists of 15 momburss 12 memblrg Cru
cleetod by the sharcholdurs, snd the romeining throo ero
appointcd by the Insuronco © d Crcdit Corporction, o com=
pulsory Figclst orgenization of oll insuronc ond ervdit
institutions, Tho shorcholders ero roguired to Teplator thoir
shores ‘dAth the chicf offices of thu boank nuerest tholr cors=
pornto vont, Thuy vloet onc dircotor. for vach chicf office,
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the sharcholders of the chief offilces of Florence und Lepghorn
together electing only one director,

The Board of Directors decides ull matters of genoral
poliey, appointe officers, rnl deals with matters falling
outside the ordinaYy operations of the Bank.

The exacutive officers of tho Central Administration IJBH
are tho' lovornor {Govorn&tnre}, the Genoral Manaper
(Dirattora Gonorale) and tho Doputy Genoral Manaper (Vico
Dirvttore Gunurula), they are appointod and dismisscd by
tho Board of Directors, subjuct to confirmation by royal
decrne which is submittod by tho Prime Ministor and the
Minister of Financo, with the advieco of the Gabinot, The
Governor is the offlcinl and logal hoad of the Bank, Tho
Gonoral Manogor is in charpe of all ordinary opurations of
the Bank, Hu performs the fMunetions off the Govprnor in
the lattor's abgonco or incapacity.

The Contral Administrution has at its immedinte din-
posal about 1,000 employecss, out of a totul prrsonncl of
about 7,000 for the wholo Banl,

be The 13 chicf officos arc situntbtod in the most im-
portunt Itulian citica (Ancona, Buri, Bologna, Florenco,
Gonou, Luphorn, Milan, Naplos, Palormo, Rome, Turin, Tricste,
and Vonico), Thodr administration lios in the hands of Boards
of Rogonta (Consiplio di Rugronza), whose membors aroc
appointod by thd Board of Dircetors of the Central Administra-
tion,

Howovor, the membors of tho Board of Diractors of thu
Contral Administration cloctod by the gharcholdurs of chilof
officos aro ox-officic mombors of the Board of Rupints of
tho chicf offlccs thoms:lvis. '

ce The brunches of the Bank are situated in the nd-
ministrative centers of the various Italian provinces, the
one in Rome acting as the operating department of the Central
Administratien, The branches are administered by Committees
of Counselors (Consiplierc) appointed by the Board of Direclors
of the Cantral Administration. '

There ia 1ittle difference botween chief offices and
branches in the actual econduct of buniness. Both types of
eatablishments conduect the same operations under the atrict con-
trol of the Oentral Administration, to which thoy are required
to submit all important transactions for approval and te raport
rogularly with regard to their internal pesition. HRepgants nnd
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counselors agsist, the mancper of the offdce in decisions
pertaining to credit operations, and in supervising the exe-
cution of directives and instructiona 1ssued by the Central
Administretion. In addition, it is the duty of the repenta
and coungelors. to take direct charpe of the offdce ii cuse
of absence of the manager and sasistant manager.

ey The ﬂ[cnciﬂu are subanidiory offices of the DBank
which ove dirvetly controlled by chlef offlces or brinches,
and are wsually situated in towms of minor economic imvortonco.

3e Operations. The Bank of Ibtaly does not conduct
commereial banking operationa. It 1s entrusted sith the ex~
clusive privilege of nole Issue in sll Italian territories,
end with general centrel banking functions, In adidtion, the
Benk of Italy has the follo ing special dutlos:

o, It ncts as agent for, ond conducts operatlons for
the account of, the Institute for Industrinl Reconotruction
(Istituto di Ricostruzione Industriale), the Institute for
Industrial Advonccs (TIsstituto Mobilicre Ifelicno), and othor
quasi=-publiec arencies for Intermediate end long term lending
(see V ond Appendix D),

B. It supcrviscs ond controls credit institlutions in
aecordance with the existing lepisleotion ond with the dirce=
tives dssuud by the Inapectorste for the Defensc of Suvinpa
and Grenting of Credit Foellities (Ispettoraic per 1o Difose
del Rigpermio o 1'Escreizio del Credito) (soe III).

ce It scrves s tho cxceutive reprosontotive of the
Notionnl Foreign Exchenpe Ingtitute (Iatitute Nozlonalo per
Cembi con 1'Estero) ond the Inspoctorate for Forcign Exchonpo
?ﬂurLti?nB (Ispettorc to per le Oporazioni in Cambi o Diviﬂqb
sce VI),

D,

The dmportint benking cnd erodit control functlons per=
formod by tho Bank of Italy, mcke it wrpont to roepen at tho
verlisst pessible moment the offices of the Benk situsted 4n
turritory cecuplcd by the Allics, Reopenings should not bo
duferred unlil the Centrol Administrotion in Rome hna come
undor Allicd control,

The folleowing rucommcndotions cre designed to moko it
posaible for thu occuprtion :mlhoritdus to apen loerl offcus
of tho Bink of Italy, and to onaurc theot thuir oporations will
procoed dn gecordonec with Allicd polieles and intirosts,




A, ‘Immedistoly upon occupabion, the Allied authori-
tina ahould take control over the cfficecs of the Bank of
Italy in ocoupled territory, and assume all preroratives end
powérs previously exerclgsed by bhe Ttalian Government rdith
regard to the Bank, The administration of such control should
bo delepeoted to the Benk Control Board, one of whozo members
ould be attebhed to the Banlk of Ttaly as Commissloncr f{or
the munpose of representing the occupation authoritles end
guperviging nll important opereations,

bs, Tho Commigsioner and his staff should talke contral
ovar all establishmenta of the Bank of Itcly in occupicd torri-
tory, He should be mude responsible for the arbalnistrotion
of the Bank in accordonee rith the dircetives i1nsued by the
Bonk Control Board, ’

c. #s soopn'cs one or severul byenches, but no chief
officc, of the Bunk have come under Allied contrel, theno ns
well o8 01l apuneles in thet arco shopld be roepentd wndir
the supervision of the Commlsgioncr,

The Commissioncr, or his roproscentotive, shoild immecdle~
ately obtain o listiof the cxocutive: porsonncl of the
branches, ond diachorse sueh perasons ¢ he deems unrolicblo,

The Commissienur or his rupruscntative should hive oll
pomcrs tnd functiona of the Commitices of Counscleors untill
thoe roliobility of the mombers of thipe commdfitoes hos bocn
asecrbnined, He should iseuc dotniled inslruetions for the
operetions of the bronches, All lorge trenscetions showld be
subjcet to tho approvil of the Commissioncr or his roprogon=
totivey tho defimdtion of such transoctions will wvary with

the cvercge trinscetions of the portieculer brench,

d, I only onc chicef oiflcc of tho Bonlk comcs under
Allicd eontrol, i1 should be vestod with cll the adminiatrative
povers ond rosponsibllitlea cxcreincd by tho Contrul Administra=-
tion in Homee, 'The Commissioncr or his ropregsentubive should
hove nll powurs ond fimetions of thc Bourd of Regunta wntdl
the politiee]l end finoneinl trustvorthinces of the mombirs of
tho boord has boon cetablishcd, The Commissioncr should
dirdet the moncger ond agsdatent menagor of tho chicf officc,
efter choeldng thoir roliehdlity, to vet tompororily dn licu
of th¢ ginerol mancpor ond doputy gencrel menager of tho
Contrel Administrotion of the Bank, Bronchos ond ppenclca
in the occuplod rrue should be pliced undor eontrol of th
ehicf office,
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0, After two or more chiel offices heve come wunder
Allied control, coordination of their central bunk operations
will become necessary., As the DBonrd of Directors of Lhe
Central Administration will be unable to cxerocise its proper
funetions and authority in Allied-ocoupled territory, 1t is
recomnended that a temmorary Counecil (Consiy 1io0) be established
in ite stead with suthority over all offices in the ogeupled arca,

Such a Council would be composed of one representative
from the Board of Ropents of each chicef ¢ffice. IL should muol
ropulerly to dincuss, and decide upon, matiers of gencral
policy and common intcrest, The Comiiscioner or his roprisun=-
tative should be prosent at all such mectings; he should jpro-
scnt the dircetives of the Bank Conirol Board, and have
au hority to veto diucisions,

Tho Couneil should sssume cll policy making funclions
excreiscd by the Bosrd of Dircetorsj cspeeially vwith ropard
to the note issue and the Bank's rolution wlth tho oecupylion
authoritivs, The Counecll shonld delegate to the chicef offieca
the ndministrative functicna of the Coentral Admlinistraticon
ith speeific roforonce to benking and crodit oplraticns, The
menagcr and agsiatant manoper of a chief offlce should act us

"goneral menoger and depuby goncral monager of tho Centrel

Admindstratlon 'ith roeperd to the chicf offdco itaclf ond tho
ncor 8t bronches,

f. Tho Couneil should b continued untll sich Limo
ns tho occupction of Home, or tho control over the west ime—
portant chicf officcas, or the orpenization of v nop Itellan
govornment ill permdt the rocatoblishment, under Alllcd
control, of a contrul administrotion nnd dhe appointment of
a new powarnor of the Benld of Itily. Thoe eentrel administro-
tion should then tokoe over diveet control of ¢11 chicf officis
and brenches end assume the reaponasibiliiy for all their
nets ond operations purformed in accordimec with tho diroe-
tives dassucd by the oceupotion autherdiica,

2¢ Bunking Opcrantionz,.

A, 1The credit and dobit belenecs due to end from on
cotablighmont of the Bank of Itoly we eof the Jote of oe:upc-
tion should be "blockud" cnd hopt poporate from now "frooh
accounts arising out ‘of transretions performed by the Bank of
Itoly under the control of the Allicd occupation cuthoritlics,
This blocking opuretion will bo nucussgery in order t2 melc
pousibleo ¢ close serutdny of oll cccounts in hich thoe Faseiot
Govermment, o ife vroncics, heve ony intorcats The Bunk of
Italy 1t2cdf should furnish the Commisaionir with ¢ complote
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gtatement as to pource and omérship of thpse accounts, The
release or transfer of any balance from a blocked account
should be subjoct to previcus authorization from the Commls~
sioner, It

b. ' The Bank of Italy should continue to perform the
same rediscount and eredit operations as belore the occupa=
tion. To the .extont thet it 1s necessary to réplenish tho
cash renerves of the local banks, the Bank should also prant
credits on government bonds and bills and high-grade private
securities which have fallen due but, by reason of the
.ocoupation, have not been redeemed, or apgailnst clalma on
loenl Bank branchies or thelr head offices in enomy-held torri-
LO-I':{. ' I

The Bank should dlso be required to undertoke dircetly,
ar to extend to other banks, any eredits necded for the
financing of projects doemed easentlial by the occupution
authorities,

3. Note Issue., The terms under vhich new lira notes
ghould be issucd durinpg the period of portisl occupation hawve
boen dincussed under I. C, 2, The Bank of Itely should psaume
full responasibility for all lire currency ontstending in
occupied territoricvs, and for all issucs of new lira notus
genctioned by the occupetion forcus. The following 1tcms
vwill bo ovailuble as cover apainst such 1iubllity:

fe Annets of the Bank of Italy in occupled arcas,

b, Promisepory notes igsued by the occupation authord-
ties for currcncy obtainod frem the Bank to finance thoir ldr
outlays in cccupicd territory.

Gs- Any gold or foruvign exchunpe held by the Benk of
Ttaly in the dccuplod orone

4e _Control over Crudit Institutions., The Bank of Tt ly
should continmw to uxcreisc ell functions of supcrvision ovey
crodit institutions in accordance with the reqruletions issuocd
by the Imspceti rate, under the genoral dircetion of tho Bonk
Control Boord.

e Manupement of Publie Lending Agencleg, The Bank of
Italy should beo dirceted to cet we trustec for the funds,
accounta, propertica, and rijhta of the Imetitute for Induatricl
Reeongtruetion, the Institute for Industrdal Adveneca, cnd othcr
long term and intermedinte londing apencics (sco Vo A, 2, and
Aprendix D),
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64 ‘Control of Foreign Exchanpe Operations, The Bank of
Italy may be required also to perform directly all technical
operationa and activities connected with foreipn exchonpe
and foreign funds control, in accordance with the repulations
igsued by the Inspectorate for Forelgn Exchenpe Operations
and the directives issued by the Bank Control Board (sce Vi),

7. Relation to Occupation Authorities, The Bank of
Ttaly should be required to make advances to the occupation
anthorities to cover the lotter's outlays in lira currencys
auch ndvances should be made spainst promissory notes which
should be held by the Bank as a reserve apainst note issue,
Théhe promissory notes should contaln a promise to repay the
srme sum of lire as received - the terms, conditions, ond
currency (lire or dollare) of repayment to be subject to future
aattlement. When a new Central Administration has been set
up in Rome, it should be reqrired to toke responasibllity for
the notes issued by the various chief offices und brinches o
The nesete, particularly the prominsory notes acquired by the
chief offices in connection "rith their advances to the
cocupation nuithorities, should ulso be trenaferred to the'
Central Adminlstration,

8, Appointment end Scrutiny of Pergonnel, The rcpents
snd counselors and the monopers ond assigtunt nnnoers of the
chief offices rnd brrnches of the Benl of Itoly should be
aubjeetod to close politleul und financial investipntlion by
the Benlk Control Board, tnd thelr continuence in office should
e modessubject to the Boerd's confirmatlon, ]

A11 veoancies in the Bocrd of Repents and the Committoe
of Counsolors should be filled by new eppointmonts made by
thoe Bond: Control Boord from amonp persons with Inowledge ond
expor ienco in benking cnd genercl cconoimie conditions of tho
nrede + Mew appolntments of exceutlive oficivls should hé mndo
by the Borrd of He:ents subject to thescpproval of tho Bonk
Conirol Board,

Mombership in tho Faseist party is proctienlly universnl,
rnd 48 ¢ lopel prevoquisite for any profcssionsl work. Spocl 1
politiecl netivitica und sympathics cro moro froguently in=
diestod by lording positions in the porty cnd prrly org nipne=
tions, membership In the TFuseint militic (vhich is not legel
requirement for civilion 1ifo) end by personcl or businosa
connuoationa,
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V, CREDIT NS TTTUTIONS

L]

A

1exl

l

tructiro-of the Ttalian Crodit Systen

;twjyggjgﬁ;iugéigytionq. The Italisn banking system
compriscs a preat variety of institutions enraged in commer=
cinl savinpe, and spreialized bankin business, These in=
stitublons diffor in their lepal setup and in the apecific
rfunctions excrcised by hem. Broadly spealing, Ttnlinn
banlks may be prouped into two major entepgorlesy the "eipht
big! banks, end the nunerous smaller patablishments .

. a, The “eight bip" benls ihclude two proups of in=
atiiutionss one group 48 olnsnified as "Credit Inatitutiono
of Public Lawh (Istituti di Credito di Dirditio Pubblico),
snd the other as "Banks of Mational Intcrest? (Banche di
Inioresse liazlonale). )

There are five Credit Tnetitutions of Public Iaw: the
Beneo di Nopoli, the Banco di Bicilin, the Bancd Hazionale
del Iavero, the Tatituto d4 San Paclo di Torino, and tho
Monle dei Paschi di Blcnae A1l five are non-profit banl:a
Toge copital funds weic provided by ‘tho Government and from
obhor public sourcos. Lach inatitution ig subject to &
gpeeial law, autting forth 1ts sp oific functiona [for the
development of the na lionol ceenomye (Detcils for each banlk,
cepeciolly the locntion of their head offices, the meL or
{ypes of businessa in vhieh they are enpaped, and thoir
politieal ond cconomie affiliotions are piven in Appendix o)

The thrue Banks of Nntional Interest nre tho Lorpeat
commereial bonlm of Itelys the Danen Commercinle Itrlicnay
tho Crodito Itrlinno, tho Banoo di Romn. They arc joint
atoclk companics. Their erpitnl is divided into nominal shures
Mich moy bo held only by tndividusls or institutions of
TLolipn netionnlitys Thelr stoiutca must bo approved by
deerop issucd by the Primo Ministor. Thoy nre roequired to
medntodn branchos in mord thon 30 out of n totnl of Y& pro=
vinecy in Iloly. (Dotniled deseriptions roprrding cach of those
bonla, ¥411 bo found in Appondix Be)

b. The proup of smuller bonling instdtutos ineludes
soro 1,800 institutions. Among theso re ordinary joint=
atock benks vhieh perform 1l types of bunking busincssj
peoplcla coopurative brnkes which ore coreentrnted in Horthern
ITtoly cnd ongago primerily dn e finaneing of nprienliurc,
middlg=eized trade, ond middlo=sized industry; priveto bonking
firms deoling in stock mirkol cnd oxchgnge oporatlonss ond
anvings bonks cnd amall local eredit gocicties, ALl of theac
inatitutions cro of regionnl, on dintinet from nationnl impor=
trmeos (& fuller deseriptlon of this cotogory of erudit in-

gt tutions will bo found in Appendix Ce)

Phisne  Mats G

1385




L -20~ 2

The Postal Savings Dank (Casss di Risparmio Postale)
"”is not part of the bankinp system, It is a Government in-
stitution rhich collects =zavings and malkes money transfers
through the post offices of the comtry. It holds an im=
portant part of the savinga of Itely, Fun's of the system
are invested in Government bonds or oiher public oblipations
by the Cagsa Depositi e Prestiti (Deposit and Loan Bureau),
an orgen of the Ministry of Finsnce,

The Itelian banliing system has never been characteorized
by mohopolistic tencdencles or by exceasive conlrolizetion,
Since 1927, and moro porticularly after 1936, povernment policy
hag favored the sbsorplion of small loecal estoblishments by
vepional or nglionnl institutions, Yet, at the end of 1739,
banlting inatdtutions having capital and reserwves “totaling
batween 100 and 1,000 million lire held 70 porccent of 4
agpregato eapltal and rescrves of all Itoliun bonks o Appraci-
metely 3,000 leenlitdcs in Italy are scerved by about 2,000
benl's with 7,000-7,500 officca,

The relativo importance of the various credit institu-
tiona i1p illuatrated in the following toble yhich shois the
ahrre of ‘the deposits of each tyre of crodit institution dn
npgrerate doposite in 1937. '

Depoait Holdings us Pmreéntnﬂm of
Ageprepate Deposits

1,) Croedit Inatitutions of
Publie Law nnd Banks of
Notionnl Intercvst: Total, 31

Of whichs

|
o

Banea Commereiale Ttoliana
Credito ITtalianoe 3
Banco di lapolil !

Banea Nazionale del Lavoro
Banco di Roma

0
85
3.0
245
2.0
2e0
1,5
B

Monte del Paschl di Slenn -
Banco di Sicilin ' .
Istltuto di San Poolo di Torino »
24) Othor Banking Institutions: Total - 37
Of whichs |
92 Suvings benks : = 23,0

: Y2 v
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2. Long Term Lending Apencies. Medium and long Lerm /Lp
lending operations are carrled out by quas i~public lending o
arenciea ag well us by speclal departmenis of the Public Law 'Y
Oredit Institutions and of the savings banks, The public = -
lending agencled (entid: parastatall) have funclions gimilar jﬁi] ut
.0 stich bodies ag the Reconstruction Finance.Gorporntion and r—F:;;; fe
the Farm Crodit Administration of the United States, They Sl

aclt as ecentral intermediaries between the privale ond ingtitu-
tional savinss market and the apricultural end indnstriol enters
rrisess These arencies obtain their finds chlefly through
debentures spcured by mortpages and/or by siate guaranteo.
Capital funds and revolving credits ore provided by public as
well ms privete funds. These arcncics operale on-o neLionwide
basis and are subject to strict supervision by the Ministry of
Pinince which controls a majority of their voting slock.

By far tho most important povernment lending agencies kro
the Tngtitute for Industrial Reconstruction (Istitute di
Ricostruzione Industriale), referred to ae I.R.I,, and the
Tetitute for Industrial Advances (Istituto Mobllinre Italicno),
referred to as I.M.I, The Ii.1. is a Government holding
compenyy directly subjeect to control by the Head of the Governs=
ment, with the assistance of the linislors of Finanoce and
Corporations, 8inco 1936, the I,R.I, has played o vory im=
portant role in planning, dirccting, tnd finoncing aubirchio
indusirics, The I.M,I, is the most important orpanization
rroviding working copital for indusirics. It conducts ita
operations through the cenirnl and locnl officea of,the Bunk of
Ttuly,

Other long term lending cgoneles inelude the Credit
Institute for Public Utilities, the Credlit Consertium for
Public Yorks, the National Comsortlum for Aprieultural Improves
ment Credit, the National Tnstitute for Building Crodlt, and
the National Credit Insiitute for Italian Work Abroad. .

A mere detailed deseription of cuch one of the alove
apencies will be found in Appondix D.




Ds Recomnencalions

1, Banking Institulions

a. Reopening of Banla, In order to provide the
noceasury banking fneilities for the local populaticom as
well as for Lhe ocrupation authorities, lhe Commissiciner in
chapge of the Inspeetorate ghonld initiale the opuning of
the mott improtant banle or ‘their offices in the ocoupled
areag, in accordance with the direciives issned by the Bank
Control Board, The banls, or their offices, might be enabled
to resume operations by HS eraiit focillties specinlly provided
Ly the Dank of Italy, and b) when necessary, by the limitation
on withdrarals of deposits to be ordercd by the Bank Contral
Board,

A11 banles shonld be req ired to submil to the Commls=

. sioner a detailed accoimt of their naset and lianbility condi=-
tion aa of lthe Jate of accewpation, The Commissioner shonld
institute check~audite Lo ensure the observance of all repu=
lations by the verious local officces of the banka,

b, Deairnation of Head Officcs of Banks, In order to
facilitate banking operations until the head officcs of fhe
various banls are brourht under Allied eonfrel, ‘he Commis-
aioner should desijnate ag tempornry hcad off'ices the mont im=
portant branches in occupicd territory. The temporury head
officea should be entrusted with full wresponsibility for
the operations of brinchog ond aponeics in occupdod cdrens,

The munagenont personnel of the temporary heed off{iccs should
bo entrugted, by the Commisuionuy with nll functions ond dutdcs
of the econtrd]l adminisiration,

¢s Relotion to the Banlk of Ttaly. In casc of wrpont
needl for cash, tho bonke should be permitted to borrow from the
Bank of Italy on the sceurity of cnucts not now olipible for
gdvenees or rediseount, In case of refusal of the loan cpplica=
tion by thc Bank of Italy, the applicunt shoitld have the right
to nppoal to tho Bank Conirol Beard, which toidd have tho
authority to advisc the Central bonk to revisoe lto deeision,

- d, Froozing of Encmy Accownts, The banks should bo
required to sunpend poyments ond irongfors of ecll cnomy ne=
couta, The definition of ¢nemy should inelnde pusidenta of
cnomy or enciy=held terriiorics, ans well as encny apents nnd
ropresen otives of enemy intorests in arcas ocoupled by tho
Alive, Full responsibiiity for tho carrying out of ihio
proviaion would rost with the temporery hond offieccs of cnch
bank, The Brank Control Board should docrco sovere fincg and
other penaltics for infroctions of this provislon,
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The. bunks ghduld be required to furnish the Banl
Conirol Board with a detailed lint of all enemy accounts,

A1l essets held at the tine of cccupation, or 1lu=-
bilitdes incurrod towards individwls or institutions, in
torritories nnnesced or dominated by Italy as a result of
md 1itary or politieal penetration (esg. participations ac=
quired in Albania, Delmatla, Greoce and Bthiopia), should
be pleced in spocial blocked accounts pendics sobdloment
ot or following Armistice or poace nepolialicons. Thia
freeging is emsentind to protect tho oceupation anthord tics
apsinot possible fiture olaims, end to pormit an equitable
sctilement of all claims and comnler claimi,e -

0, limitatlons cn "ithtravels, ™ithdravals from
banl: accows oh +ho nart of tho loesnl population should bo
rostricted by decrce, under the folloling clrcumstanccss

a) if the measurc is deomcd ~dvigable in order to checl infla=
tion, or b) if the banks sre not in sulficiontly 1iquid posl-

{ion to moet 'ilhirawals =dthout recourse ito gubgtontial
centrnl bank cridiis.

A1l custody accounts should be frozen until the cossction
of hostilitica, In cxceptional egsca of hardship, applicotion
for portial or total wnfreczing by tho deposlt holder Lo tho

Allied Commis<ioner through the Inspuctorate shoild be por=
mitued,

£,  Wew Accounts. To cneourase a rapid resumption
of normol banking activitive and to discourage hom ding of
bonk notes, it is recommendec thit no resiriciii bo plnced

on now nocounta ardsing out of deposits following occupitlione

te Rcotrictions on Banl: Crodit., In viaw of the foet

th-t inflationary tendencies will inevitably prevedl dur ing

the corly phoscs of occupation, tho banks should be dirceled
to rostrict their loans to enlerpriscs considered productiva

o casonblol by the oceupation oubhoritica, Incioting rus=-

trictions on loans for spcculative ond nen~csventiol purponcd
should bo mointained, All banks, in particulir scvihps bonks,
should be required to mole advences on evops, and the corrods

ponding poper should continue te be rodiscoumi ble nt tho
Bonle of Italy.

* b, Morptorium, A jvovisionol morotoriun should bo
deelared on orcdit sceurcd by wor orders of the Itolicn Govirn=
ment which tre not deelnred ossentinl by tho oocwyatlon
authoritios,
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1, Reopening of the Pontal Savifgs Banks I will
be partienlarly importunt to reestabligh the savings and
money tranafer facilitios of the Fostal Savinps Bank,

fhe gsacto of the system are held by the Depos it ond
Loan Burcan in Rere, It will therefore probably Le impon =
aible £or postal savinge pifices in tervitory occupled by
the Allies Lo meet withdrawals during the aarly period of
occupation, . It iz recon snded thet a new' central gdministra=
tion of thede offjces be estnllished; aubje2t to eon trol ond
supervision by the Jank Con tyrol Doerd, All local offices
ghould then Le reopened in accovdence with directiven issued
by the Board,

Tn order +o mable {he Pestal Savings Bank to megt with-.
dpawals on o limiinl gealu, Lhe new ceniral administretion
should be grunted 2 loan from the Dank of Italy aralnal cluims .
on_ihe Depesabt anl Loan Pureau in Romnos

2. Lonp=Te) i Lend] np_Apencless In view of the central~
imation of the anctivities of these apenclos,in lono, pnd thoir
closc coniocidon with the Fascist Governmont end puthordtice,
it is recommonded thot the Bank Control Board suspend their
operctions, and designate tho Bunle of Ttaly nd trystoo,

.The Bank of Ttuly should collect intorecat and amoriizi-
tion poyments or ropayments due 1o quch agencles, Such fynds
should be held in their nemos in blockod « ccounis, A [TO=
visional moratorium should be deelired on loong incurrgd for
prejects which hove been haltod by rocson of the Allied
ccoupation,

Speeial dntermediate nnd long Lerm projocty wndernken
for the account, of ot the initdative, of the oc ppriien Lorces
ahould bo financed proforably by a conscrtium of honks headed
Ly tho Bank of Ituly. Such o congortium woi:ld inderteko tho
funciions, and adopt Lhe parocoriiare of tho Istituto lobiliare
Ttaliano and the Consgrazio prr Lo yenzdoni su Volord
TIndustrinlis (Bou Appondix Ds)
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VI. FOREIGN EXCHANGE CONTROL

A, Adpinistration

Authority to rogulate foreign eichange transactions
e confurred upon the Minislry of Finance by Royul Docree
Lavi of September 29, 1931, No. 1207, but it was only aftor
the Royal Decrec Law of My 26, 1938, No. 804, that the
present exchange control system came into baing. On May 20,
1935, powers rolating to control over operations in foreign
currencies wora traasferred (Royal Decree Law No. 654) from
the Ministry of Finance to a now cabinet office, the Supers
visory Off'ice of Curroncy Exchange, (Sovraintendenza allo
Scambio delle Valute) which was successively reorsanizod as
an Unler-Seecrctariat on November 29, 1935 (Royael Decrec Law
No. 2186) and as the Ministry of Trado and Exchanges on
Noverbor 20, 1937 (Roya) Docrec No. 1928), Under a scrics
of decroe laws issued masnly botween 1937 and 1939, this
Ministry was cntrustod with the sole and absolute juris-
diction over all forelgn oxchange transactions.,

Foreipnm oxchange control is administered by the Ne-
tional Fascist Institute for Foroign Trade, a trade orpani-
zation, and two spocial organs: the Mational Forecign Ex-
chango Institute (Istituto Mazionnle per i Cambi con 1!
Estero)--usually r.ferred to as Istcambi--and the Inspoc-
torate for Foroign Exchanga Operations (Ispettorato per le
Opurazioni in Cambi o Diviss). All threo bodies are subjoct
to ultimats control and supervision by tho Ministry of Trade
and Exchangos,

The capital of the Isteambi, subseribed in 1927 by the
Bank of Italy, was transferred to the Italian State in 1937,
The Inspoctorate far Fornign Exchango Operntiona, originally
set upas a department of the Bank of Italy was placed wbder
the control of thu lstecambi in 1938, This intor-relationship
batwoon the Bunk of Italy, the Istcambl and tho Inspootorate
of Foruign Exchange Operations is vory close; in fact, the
administration and all important oporations of exchange con-
trol arc handled by the contral and branch orpanizations of
the Bank of Italy,

B, Controllod Transactions

Under tho system of foroipn exchange control now in forco,
foroign oxchange proceeds of all oxports must be turned ovor
to tha Istcambl, which in turn pays the oxporter in lira,
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All importations are subjoct te import liconse to be obtained
from the National Fascist Institutu for Foroign Trade; ex-
change for paymont of imports, on thut other hand, is ripidly
allocated by tho Isteambi, Tho larpgest part of Italy's trade
with the European continent is conductod on the basis of
clearing agreaments, which provide also for the settlement

of tourist oxponditurcs, emigrants' remittances and coertain
financial items such as interost on long torm obligatlons.
A1l clearing accounts are hold by tho Isteambl, Italian
cltizens, if rosidonts of Italy, aro required to declaro

and offer for sale to the Istcambi all thedr foreipgn balunccs,
foreipgn securitics snd foroipn credits in penoral, to bo paid
for in liro, The Isteambi has alsc a monopoly of gold ox-
ports and imports and controls all domestic sold transactlons,

Oporations in forolgn exchange can be conducted only
by tho Bank of Itnly and by spocially-designated banks,
which act as apents for the Bank of Italy. Tho group of
arront banks is pade up of the "oight big" banks, the Bancn
d'Amorica o d'Italls and the Banen Popolaro Cooperative
fAnonima di Nowvara,

G, Recommondations

Although exchangn eontrol is contralizod in Remc, tho
administration is carried out through the widesproad notwork
of branches of the Bank of Italy. It is rcecommended, thora-
fore, that tho following moasures bo adopted by the occupa-
tion authoritics:

1, Tho occupation authoritics should Wwost in the

Allied Bank Control Board the authority and functions formorly

exarcised by the Ministry for Trade and Exchangas,

2., The Bank Controel Board mipght diroct tho Bank of

Italy to tako over all tho technical functions of tho National

Foroign Exchango Instituto and the Inspectorate for Foralgn

Exchango Operations, Tho Bank of Italy would perform all nocos=-

sary operations undor the immodiate supervision of tho Com=-
migsioncr attnched to tha Bank,

3. All transactions inveolving financlal, commorcial,
and trade intorcourse directly or indircctly with onomy
or anemy-occupiod turritorics should bo prohibited.

All transactions with Alliod or ncutral torritoriles
should bo made subjoct to liconse by the Commissioner attnchod
to the Bank of Italy or by porsons (dosignated by him,
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APFENDIX A, OCORBDIT INSTITUTIONS OF PUBLIC LAW

Tho five Crodit Institubions of Public Law ar -nrm-
profit m king banls whooo capital has boon providord out of
publie funds, The operations of ocach inatitution and

ita apscifie functione in tho devolopmont of tho national

cconamy arc laid down in w spocial lav, ;
. The Baneo di dapoli is thu oldesi Italian bank, having

boen organizod dn 1539, Its hoad offlice is in Naplos, and it MMffi‘

muintaing 192 branzli:g, situatod mainly in southern Italy.
It oporatos as a gonural commeroial and savings ingtitutl mn,w /
accopting dunoaits on curront and fixod nceount and pranting W

short ternt advancos and long term loans, Tho bank has boen rk/
porticnlarly intorsstod in tho agrdcul furc of southern Italy,

md in shipping med oversons trale. It is tho principal Jo
institution for the transfor of omiprinta! romittances from | Y hol
tho Westorn ilomisphero, Althovph itae two gubsidiarics in Now  [eé%
York and Chicago wore clesod in Docember 1941, its branch N"‘r _
office in Bucnos Airos roemains opon, /

NS

During the past docade the bank has playud an important .\w WJ‘ td"
role in the political field through ite prosidont and guncral A PLAYY
dircetor, Mr. Giusoppe Frignani, who is tho hoad of tho lu S pe q...(\
Fascist Corporation of Ingurancu and Crodit, }v':;

%x

WA
The bank has ostablished a subsidiary in Albania and ‘[JUJ" l"'l/\

oponod numorous officos in tho anncxod territorics of Dal- 3\\-”
matin, Montonogro, and Corfu, o

The Banco di Siecilia, orpanizod in 1843, has its hoad
offico in Palormo, Sicily, and 80 branch offlices, aituatod .#0"
mainly in Sicily. Although tho bank conducts commercial bank- £ :
ing oporations as its mein linu of businocss, its, savings /” ,"" L

dopartmont and it loans to 8icilian apriculturo and mining (L¥9
roprosont about ono-third of itz balanocc shoot., In 1936 *,_Q ’
1ts pubsidiary in Now York was takon over by the Banco dit

Napoli.

Both thc Banco di Napoli and tho Banco di Sicilia
had the right of noto issuc until 1927 whon tho Bank of
Ttaly bucame soloe bank of ipsud, A
A
The Banea Nazionalc del Lavoro, with huad officus ﬁ,'i"’
in Rome, was orpanized in 1913, Aftor 1927 it was uscd o \TC\)
by the povornment as tho moedlum for thy onforccd liquida=
tion of amall and middle-slzod banks, particularly thoso Ka-::ﬂ
banks controllad by Catholic intercst. The bunk haa in

H
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. By 1939 it had 75 branched,
rnand central Italy., The
th the upper hierarchy of the
influence it has obtained a
of mortgage credit fDr IUW-
of the motion wicture 1!F
rade, and tne pruv glon ©

credit fucilities for fishories. The bank nlso holds the

funds and manapes accounts o

The Inotitul- di San P

f Fascist party organizations.

aolo di 1+rino, with hoad offices

in Turin, was aatubllished in
jnstitution, It was recrgan
conducts o commerc’al bankin
aubonomous Iand Crec'it Pepar

1563 as a pawnohop and savings
ized in 1936, and at prosent
¢ busineas and maintains an
tment, financed chiefly by

the lssusnce of morigage bonds. Its 9¢ branches are con-
centrited: in the Idedmont argd Liruria repglono.

The Monie dol Paschi di Ciend, established in 1625

in Siena, closed 1i8 aavingg
reorganized 8 @ commercinl

durqrtnent in 1936, and vas
banking instibution. Its

917 branches cover the entire region of Tuscanye
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AFPENDIX B. BAMKS OF NATIONAL INTEREST i, {

Tho threo Banks of Natdonal Intercot are joint-steok
companies. . Their capital is divided into nominal shares
which may be hold only by individuals or institutions of
Italinn nationality., Their statutes mual bo approved by
dacrae issuad by the Primo linistor, They must maintain
branchos in morc than 30 out of a toial of 98 provinces
in Italy.

The Banca Cermreiale Ilaliana, with head offlce in
Mlan and 100 branctos in Italy, is the leading Itallan b i
commereial bank. Through 1ts oxtonsive netusrk of forodgn . Lﬁ,)
subsidiapics, it covors all imporbant contors in Europa, - EEE« :
tho Noar East, an’ thoiWealern lismisphoro, (Its branch . -
officy an Now York was closcd in Docembor 1941.) Tradi-
tionally, tho bank has boon connacted with largo industry,
particularly hoavi industry, in Italy and with intornational

commoreial intorosts. In 1938, 1t was roorganizod for tho '
purpose of ¢liminating its prodominantly Jowish manazamont quﬁﬂ
and ownorship. During tho past twonty yvars, tho bank has };f
played an important role in tho cooporation butwwan high

financo, hoavy industry and Fascist policy. 4 holly 15
Fugseist proup id now probably in completc control of the q [

bank.

Tho Crodito Ituliono has administrativo hundquarfurs ;
in Gonoa, munaping hoad office in Milan, and 234 branchos - .
situnted mainly in thu rogions of Liguria, Lombardy and >~

Snrdinin, Tho Credito is the principal finuneial agont o,i"'
of the large commereiaml intorests of northorn Italy., Its ugr C
participotion in industrial venturcs has boen slight and S
1imited nlmost entircly to tho supur industry in Gonoa. o
The Credito controla four minor subsidiaries In Latin

America, Tunigia, China and Dplmatie, . 1% has tried to be

neutral in politics, avolding too close & tie with Fascist

elements,

The Baneo di Roma, with head office in 'Rome, 111
branches soread all over Italy, and a gubsidiary in France, _ rﬂ
hag been the financial instrument of Italian political pene-
tration in the eastorn Medidterranean and the Red Hea areas, 'ff/f
eapecially under the Faseist regime, It played an important: *fﬂgir o
rola in the Italian occupaticn of Libya in 1911, In 1936 Nt e
it was gronted n banking monapoly for the newly created -
Ttalinn empire in Ethiopian; this monopoly ceased in 193G,
when the Banen Nazionale dol Lovore also yecsived permission
to open branches in that area, In 1941, the Banco di Homa
servad ag "Army Bank" during the Italinn inviaion of Creece.
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APPENDIX C. SMALLER BANKING INSTITUTIONS

The Joint Stock Companies for Ovdinary Credit (Societa
per Aziond di Sreilito Orlinarin) are commercial banks Which
parform all ordinary banking business, and are organized in
nccordance with the general requirements of the code of com-
merce and of the company laws, At the end of 1937 they
numbared 177, with 1,760 branch offices, This number in-
cluded some of the influential banks owner by Catholie
eircles in northern Italy, such as the Banco Ambrosiano in
Lombardy and the Banca Cattolica del Veneto in the Venic
regions, as well as Jome private banks, such as the Binca
d'America e d'ITtalia in the Lipuria and Compania regions,
The capitul of the Bunca d'arerica e d'ltalin is controlled
by the Nank of Amerieca ard the Glamnini financial group of
Sun Francisco, California,

The People's Coopeistive Banks (Huinche Cooperative
Popolari) are cooperative savings and credit societics,
regulated by special laws and enpaped in the financing of
apriculture, middle-sized trade, and small and middlc-
sizod industry. At the ond of 1937 they numbored 306, with
1,165 branch officcs concentrated almest entircly in north-
orn Italy., The most important instltution in this group
is the Binca Popolare Cooperativa Anonima di Novara, in
Piocdmont, A numbur of othor pcople's banks are controllod
by Catheolic interasts.

The Private Banldng Firms (Qitdo Bungarig) numborad
129 at tho ond of 1937, and had 175 officos, Thoy goencrally
gngage in stock market and oxchango operations, und play a
small role in the Ituliin ooconomy.

The Suvings BHanks and Pawnshops of First Catugory
(Onasa 24 Ddsparcde o Movbd. 43 Foens di Prim Cntagoria)
are municipal, provineial or ropionnl aivinpge institutions,
providod with capitaul funds from piblie sourccs, and sub-
joct to special laws, Those institutions collect savings
chicfly from tho middle und lower clasacs, und issue long
torm obligations, Thuy financo building sociutios, makoy
long torm loans to apriculturo,'dind'grant ndvances apednst
movablo propurty as socurity. At the und of 1937 thore
woro 98 institutions of this typo, which maintained 160
offions; anlthough thoir arua of opérations is rustriotod,
thoso banks usunlly play an importint rolc locally and 111
roal oconomic nocds,
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APFENDIX D. LONG TERM ILEFDING AGEMNCITLS

The Institute for Industrial Reconatruction (Istituto
di Ricostruzione Industrisle) was oripginally orsinized In
1941 to tuke over the "bad" industrinl sssets of the Binca
Commerciale Italisna, It i3 now u State holding compuny,
which econtrols government investments in, and Financing of,
industrial undertakinge of national and strutegle Importence,
It has a capital fund of 1,000 million lire, The I.R.I, o
authorized to enter into arrangements for long-term finaneing
with conecerns in which it holds stock, or with public und
quasi-officinl corporations; to issue long term debentureg,
repiastered or bearcr, including special scries sacurod by
specific stock holdinps to be manaped soparately on behalf
of the debsntures! holders; to sgeurc loans on industrial
gacuritics nnd advances on povernmont bondas from binks,
including tho Bunk of Ituly; and to dscount bills ond
warchouas cortificatos and transacet othor finunecial opera-
tions. The I.R,I. is subjuct dircetly to tha control of
tha Hood of tho Governmunt, aspistod by the Kindstors of
Finanee and of Corporations, ©Since 1936 it hus playod &
prodominiant role in planning, dircetinpg and financing
"autarchice" industries.

The Instituto for Middlo-torm Industrial Advincos
(Istituto Mobilinro Itulinno) is tho most importunt body
for providing vorking capital to industri s, The I.M.I.
prants middle torm loans (up to twonty yours) to indus-
trics dircctly and obtuins its funds through the ismuo, in
the market, of mortmigor~type bonds. In adlition, the I.M.T.
administors, #s an autonomous scction, the Gonsortium for
Advaneos npoinct Industrinl Sucurdtics (Consorzie por Sove
venzioni su Velori Industrisli) which mokes short and middlo
torm ndvincus (up to five yoars) on g-curitiis, and dis-
counts papcr sucurcd by govornment contricts, It obtalnsg
its funds through rodiscounts at tho Bunle of ltaly. Th
Oonsortium is authorizod to fincnee privato industrinl com-
pinios dirpetly and also to opernto throurh in intormodinty
wponey, tho Industriul Financo Corperation (Ente Finanzi-
ameritl Industrinli). The latter was organizod by private
interests in 1940 for the purpose of purchasing war credils
lue from the government to industries and discounting tham
with the Congsortium, Both the I.M.I. amd the Consortium
are prosided over by the Governor of the Bank of Italy and
conduct thodir operations through the fucilitles of the
Bank of Italy.
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The Rural Credit Socicties (Canspe Rurali) are ‘amall
loeal mutual credit and savings associations, Although
they number 1,129, with 1,131 offices, the volume and v lue
of their business is entirely insignificant,
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The Creddt Inatitute for Public Utilities (lotituto
d4 Credite por le Imprema di Pubbliea Utilitn) makea loans
to private concerna engapged in the exploitation and develop=-
ment of public utilities (such as hydroelectric and telo-
phone enterprises).

The Credit Consertium for Public Works (Consorzio di
Credito per le Opere Pubbliche) is authorized to make
Tonns to provinecial and local administrations and to other
public orpgans undertaking public works,

The National Consortium for Agrileultiral Imprévement
Croadit (Consorzio Nawionale por i1 Croditeo fgraric di
Ejnlimrnmgntm} supplementa the wetivities aof' looal mortpapo
and agricultural erodit arencics, Bealdes financing farm
improvement work, it has played an important rolo in the
funding of farm indebtednoss.

Tha National Institute for Building Crodit (Lptitubto
Nazionanlo di Crodito Bdilizie) is thu conbral eradlt organ
for corporations and cooporative goclotiva enpugod In real
sstato ecrodit oporations,

Tha National Oredit Institute for Italian Work Abroad
(Iatituto Nazionalo di Crodito por i1 Luvore Ihallano wll
Estoro) is entrusted with the financing of ltalian onter-
prises in foreign and cclonial terrdtordes, Ik ulso engages
in domestic resettlement plana.
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APPENDIX E, NOTES ON CURRENCY AND HAHKIMG I SICILY

The following notes, giving speclfic data concerning
banking conditions ‘in Slcily, are desished bo supplement
the preceding recommendations for recccupution measures
in Italy.

1, Currency

The ourrency in cirdulation in Sicily is the ordinary
Ttaldan lira. No printing and engraving faciliticd avn ”‘
available on the island.

2, Bank of Italy

The Bank of Italy maintains a chilef office in Fnlormoj;
six branches 4n Apripento, Caltenissetta, Catania, Mesaina,
Syracuse and Tpapanl; and three agencies in Enna, Marsala and
Hnggusn.a

Local operalions of the Bank should bo rasumad as goon
ng one of the branches 1s placed under Allied control, As
soon as the occupation hua been extenled to a aufficiantly
lurpo aroa, ineluding Palermo, the authoritiss in charge
of elvil affairs of the expeditionary forces should direct
the board of regents and manapemont of the chief offdce to
ansume all functions and rosponsibility of the Central
Administration of the Bunk with regurd to the chinf{ office
itself and to undertake the issue of now lira notos, 1f
shortupes of currency arigse.  These directlves may bo ox-
tonded to cover all branches and agancies in occupied ter-
ritory, if tho invasion of Italy prococds prineipally or
oxclugively from or through Sicily. An Allilcd Commisasionor
should be attachod to the chiof office in Palormo, thu
Commissionor in charpe of tho Inapoctorate should also
muka his headquarters in thu same clty.

3. Crodit Institutions

a. The leading loeal banting institution is the
Banco di Sicilia, Its branches and agoncles aru diastributed
over 70 differeont placos in Sicily. Its munagomort has never
boon notad for outstanding officloncy,

Tho bank maintaing closo ties with tho local weconony,
both by collccting savings and by financing apricultu and
mining., Its importanco may bo gauged by tho fact Lhat 1t
holda about 50 porecont of all bank deposits in tha ieland,
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Tha roopening of this institution, wnder tho sallruards
apaelfied in seclion V above, is a propreculsite for cs-
tablishing normal ccenomic comlitions in 5icily.

b, Of tho other "hig" banks, only the following
maintain offices in Sicily: the Banco di Moma hag
one braneh in Catenia (this being o port of transit for
tratle to and from the eastern [’-'nﬂif-r:rr.r:nnnn}; and Lha
Banca Nazionale del Lavoro, the Banca Cormercinle Italinna
and the Credito Italiano have branches in some of tha most
important centers (Palermo, Mossina, Catania, Syracuse,
Trapani, Aciranle).

These banks engape in the Tinancing of large scale con-
merce=-prineipnlly Lrade with Italy and foreign countries
and industry. Their activitics are centered in Pulermo, il
suteids of that city they play a rather insimificant role
in the econcmie life of the island, Tho reopening of those
banks would not be an urpent matler; their Tranchab in
Falermo, hawever, should be directed bo resumme oparations
a0 that their tachnieanl exparience in the finaneing of in-
Adustrial activitics can be ubilized by the ccecupilion
attthoritics. Thesa banks mipht ulso gerve as o regervolr
frr teclnical rersonnel, raquired to fill posaible vacancics
in the staff of the Bank of Italy and the Danco (1 Siedldu,

Thoge branches should be subject to Allicd control, and
should sover thoir relations with tho esnfral administration
and other offiecs,if thane should bo under onemy conlrol, ond
ghould froczu all wceounts of cnemy nationals,

¢. Smodl banks sre unimport nt in Sieily ns rogards the
volume and value of thuir busincgs, The largoot in this
group is the Banea dol Sud, which is.controllod by tho
Bunco 1 Napold; this bank hng its hoed office dn Possh
and midntaing 19 bronchoa in the island, Some of thopo
looal institutions i1l a ronl nood for the poculinr ro=-
quirements of thoir communitics, particularly in the fi.dd
of amallor commoreinl erodit,

Tho small banking inatitutions should by roorencd
gradunlly, aftcr fhoir accounto have baon axamined by tho
Inapoctorate undor thy supervision of the Allizd Commdsalonor.
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APPENDIX F. MNOTES ON CURREMCY AID BAVETHG I SARDIITA

The *follovwing notes, giving specific data concerning
banking conditions in Sardinina, are destgned to supplenmont
the preceding recommtndations for rpoccupation medsures in
Italy.

1, Currency

The currency in cirenlation in Sardinia 1¢ the ordl=
nary Italian lira. Ho printing and cngraving facilities are
available in the island,

2, Dank of Italy

The Hank of Ttaly meintains one branch in southern
Sardinia, st Cagliari; one branch in northern Sordinia, at
saassari: and one branch in the interior, at luoro, There
i1 no chiel office of the Bank in Jardinia,

Local operations of the Rank should Le resumed ag Joon
ae one of the branches is placed under Allled control. The
Commissioner attached to the Dank, or his representative,
should asuume all powers and functions of the Commitiec of
Counselors until the reliability oft the members of tha com-
mittee has been amscertained. If Palermo or Naples are oc-
cupled, the chief office of the bank In aither orie of these
citles could assume control over the Sardinian branches, un-
+i1 such time aa a Central Adminictration in Home resumos
operations under Allied control.

3, Credit Institutions

Thore are no important local banking institutions in
sardinia, The enly local bank worth mentioning is the Danca
Popolare Cooperntive Anonima di “assari (capitel one nillion
lire), o people's cooperative institution opernting in the
province of Causari.

Commereial banklng cervice i provided largoly by the
Oredito Ttalinno which maintains branches in Caglleri, Sas-
gard, Muoro, Iglesiss, Ponam, and Ordeteno, In waddition,

thers are the Ianco di MNapoli (et Sasaari, !'uoro, and Oristunc

the Banea Commerciale Italiana (at Cagliarl and Caspari); and
the Banca Vazionnle éi Lavoro and the Banco di loma (at
Gaﬂli'ri].

The reopening of thr Credito Itulimno, under the unfe-
gunrds provided in Jection V, would greatly assist the ri-
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sumption of normal aconomic condition: of the 15l nd, Of
the other banks, the Banea Commerciale Italiona and tho
Banco di Napoll should alsc be dirceted to resume oprralticmns
ns soph as conditions permit oo that their techniecnl ox=
perdence in financing commercinl and mining activitles oin
be utilized. by the occupation authorities, These bonks
might also scrve ag o roservolr for tcehnical personnel if
thoy mre required to £111 vocancios in the staff of the Bank
of ITtuly.
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